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(1) SPCSA Charter Proposal Cover Sheet  

 
Identify the primary point of contact for your Committee to Form.  If you are a Charter 
Management Organization applying directly for sponsorship, please also identify the primary 
point of contact for your organization. 

 

Barring a change in the makeup of the founding group, this will likely be the liaison identified in the 
Notice of Intent. This individual will serve as the contact for all communications, scheduling, and 
notices regarding your application. The Primary Contact is expected to ensure that your founding 
group receives all general communications promptly. Please note that, as with all aspects of your 
application, names and contact information of the Primary Contact will become public information.   

 

Primary contact person: Thomas J. Bickart 
Mailing address:  

Street/PO Box:    

City:  State  Zip  

Phone Number:  day cell evening  

Fax Number:  Email:  
 

Name of team or entity applying:  Virtual Preparatory Academy of Nevada 
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In accordance with NRS 388A.249, a Committee to Form or a Charter Management 
Organization may submit an application to the State Public Charter School Authority. For 
Committee to Form applicants please refer to the membership requirements below and note 
that neither the Primary Contact nor any other member of the Committee to Form may be an 
employee of a proposed vendor, including an educational management organization.   
 
NRS 388A.240  Membership of committee to form charter school. 
      1.  A committee to form a charter school must consist of: 
      (a) One member who is a teacher or other person licensed pursuant to chapter 391 of NRS or 
who previously held such a license and is retired, as long as his or her license was held in good 
standing; 
      (b) One member who: 
             (1) Satisfies the qualifications of paragraph (a); or 
             (2) Is a school administrator with a license issued by another state or who previously held 
such a license and is retired, as long as his or her license was held in good standing; 
      (c) One parent or legal guardian who is not a teacher or employee of the proposed charter 
school; and 
      (d) Two members who possess knowledge and expertise in one or more of the following areas: 
             (1) Accounting; 
             (2) Financial services; 
             (3) Law; or 
             (4) Human resources. 
      2.  In addition to the members who serve pursuant to subsection 1, the committee to form a 
charter school may include, without limitation, not more than four additional members as follows: 
      (a) Members of the general public; 
      (b) Representatives of nonprofit organizations and businesses; or 
      (c) Representatives of a college or university within the Nevada System of Higher Education. 
      3.  A majority of the persons who serve on the committee to form a charter school must be 
residents of this State at the time that the application to form the charter school is submitted to the 
Department. 
      4.  As used in subsection 1, “teacher” means a person who: 
      (a) Holds a current license to teach issued pursuant to chapter 391 of NRS or who previously 
held such a license and is retired, as long as his or her license was held in good standing; and 
      (b) Has at least 2 years of experience as an employed teacher. 
→ The term does not include a person who is employed as a substitute teacher. 
 

  

about:blank#NRS391
about:blank#NRS391
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NRS 338.249 permits a committee to form or a charter management organization to submit a 
charter school application.     
 
Is the applicant a Committee to Form or a charter management organization (CMO)?    

X Committee to Form  ☐Charter Management Organization 

 

If the applicant is a 
CMO, identify the 
CMO and any 
affiliated NV non-
profit: 

This question is not applicable. 

 

Names, roles, and current employment of all persons on the committee to form (add lines as 
needed).  Note that the Committee to Form may be different than the proposed Governing 
Board. For CMO applicants, please instead list members of the applicant team including CMO 
employees, proposed school employees, board members, etc.   

 

Full Name Current Job Title and Employer Position with Proposed 
School 

Thomas J. Bickart Chief Financial Officer, National 
American University 

President of the Board 

Rory T. Edwards Executive Coach, Rory T. Edwards 
Group 

Vice President of the Board 

Kim Metcalf Former Academic Dean, UNLV Treasurer 

Stacie Kodba 4th Grade Teacher, Clark County Secretary 

Marie Manalanson Associate Director, Accounting and 
Finance, Bachrach Group 

Member 

 
Does this Committee to Form, charter management organization, or education management 
organization have charter school applications under consideration by any other 

authorizer(s) in the United States?   X Yes  ☐No 

If yes, complete the table below, adding lines as needed. 

State Authorizer Proposed School Name 
Application 
Due Date 

Decision 
Date 

AZ Arizona State Board for Charter 
Schools 

Virtual Preparatory Academy of 
Arizona 

June 16, 
2021 

Dec 
2021 

 
Does this Committee to Form, charter management organization, or education management 
organization have new schools scheduled to open elsewhere in the United States in the 

2021-22 or 2022-23 school years?   X Yes  ☐No 
    

If yes, complete the table below, adding lines as needed. 

 

Proposed School Name City State Opening 
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Date 

Virtual Preparatory Academy of Indiana at Madison 
Grant 

Fairmount IN  August 7, 
2021 

Virtual Preparatory Academy of Washington Starbuck WA March 1, 
2021 

 
Proposed School Name (add lines as needed): 

 

Proposed School Name(s)* Opening Year 
Grades 

served Year 
1 

Grades 
served at 
capacity 

Virtual Preparatory Academy of Nevada 2022  K-8  K-8 

 

Planned Enrollment (Must Correspond to Budget Worksheet Assumptions) 
 

 2022-23 2023-24 2024-25 2025-26 2026-27 2027-28 
K 33 49 66 82 99 99 
1 33 49 66 82 99 99 
2 33 50 66 83 99 99 
3 33 50 66 83 99 99 
4 34 51 68 85 102 102 
5 34 51 68 85 102 102 
6 100 150 200 250 300 300 
7 100 150 200 250 300 300 
8 100 150 200 250 300 300 
Total 500 750 1000 1250 1500 1500 

 

Minimum 2022-23 2023-24 2024-25 2025-26 2026-27 2027-28 
K 30 45 60 74 90 90 
1 30 45 60 74 90 90 
2 30 45 60 74 90 90 
3 30 45 60 74 90 90 
4 30 45 60 74 90 90 
5 30 45 60 74 90 90 
6 90 135 180 227 270 270 
7 90 135 180 227 270 270 
8 90 135 180 227 270 270 
Total 450 675 900 1125 1350 1350 

 

Maximum 2022-23 2023-24 2024-25 2025-26 2026-27 2027-28 
K 36 54 72 90 110 110 
1 36 54 72 90 110 110 
2 36 54 72 90 110 110 
3 36 54 72 90 110 110 
4 36 54 72 90 110 110 
5 36 54 72 90 110 110 
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6 111 167 222 278 330 330 
7 111 167 223 278 330 330 
8 112 167 223 279 330 330 
Total 550 825 1100 1375 1650 1650 

 

 
Proposed Location 
If an exact location has not been determined, please provide a detailed description of the proposed 
contact location including, geographic area, cross streets, and neighborhood.  

Campus Location County Zip Code(s) to be Served by School 

School Office Clark To be identified 

 
 
Nevada law currently permits an operator to contract with a for-profit, Education 
Management Organization or a non-profit, Charter Management Organization.   

Does the proposed school intend to contract or partner with an education management 
organization (EMO) or charter management organization (CMO) to provide school management 

services?  X Yes   ☐No         

If yes, identify the 
name of the EMO or 
CMO and specify 
which designation: 

Education Management Organization: 
Accel Online West, LLC – a subsidiary of Accel Schools 

 

In accordance with NAC 388A.160(8), if this application was prepared by a person who is not 
a member of the committee to form the charter school, or by another entity, including, 
without limitation, an educational management organization, or if such a person or entity 
assisted the committee in preparing the application, the applicant must disclose information 
about that person and/or entity. 

Was the application prepared by a person who is not a member of the Committee to Form the 
charter school or CMO, or by another entity including, without limitation, an educational 
management organization?  Additionally, did a person who is not a member of the Committee to 
Form the charter school, CMO, or another entity including, without limitation, an educational 

management organization assist the committee in preparing the application?  X Yes   ☐No         

If yes, what is the name of the 
person(s) and/or entity(s)? 

Lynn Black, Accel Schools 
Theresa Esposito, Mill & Key Consulting  
Holland & Hart LLP 

Please list any affiliations this 
person(s) and/or entity(s) has to 
existing schools and the dates of 
such affiliation. 

 

Please provide a resume for the 
person(s) and or entity(s)? 

Please see attachment section for applicable resumes. 
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(2) Meeting the Need 

MISSION AND VISION 

The mission of your school should describe the purpose of your school, including the 
students and community to be served and the values to which you will adhere while 
achieving that purpose. The vision of your school should describe what success looks like for 
students, for the school as a whole, and for any other entities that are critical to your 
mission. The mission and vision statement should align with the purposes of the Nevada 
charter school law and the mission of the State Public Charter School Authority and serves as 
the foundation for the entire proposal. 

(1) Provide the mission and vision for the proposed school and briefly describe how they 
serve as the foundation for the proposed school, including: 

(a) The key components of your educational model  

(b) The outcomes you expect to achieve 

(c) Key supporters, partners, or resources that will contribute to your school’s 
success 

The mission of the Virtual Preparatory Academy of Nevada (VPA of Nevada) is to reach all students 
with an individualized, high-quality educational experience in an interactive learning environment 
rooted in rigor and innovation. We are dedicated to academic excellence that empowers and 
prepares students for a world of opportunity. 
 
VPA of Nevada envisions a learning experience that combines the best of online instruction with its 
capacity for individualized learning. Our statewide public charter school will feature an innovative 
and interactive curriculum, aligned to the Nevada Standards of Excellence, and taught by talented 
Nevada state-certified teachers. Instruction is led by professionally trained online teachers and will 
include synchronous and asynchronous sessions, small group remediation/enrichment, organized 
peer interaction, with a focus on high school preparation.  We will partner with our families to 
ensure they have the appropriate resources to support their student’s engagement and academic 
success. 

• Students who attend VPA of Nevada will receive support services beyond what they have 
experienced in previous virtual schools that emphasizes academic, social, emotional and 
mental health growth.  

• Students who attend VPA of Nevada will receive one on one remediation and enrichment 
and small group instruction. 

• Students who attend VPA of Nevada will be prepared for continued success in high school. 
• Students who attend VPA of Nevada will exceed beyond a year of academic growth. 
• Students who attend VPA of Nevada will experience using a world class Learning 

Management System that integrates multiple curriculum resources to engage students.  

(2) A charter school must have as its stated purpose at least one of the goals set forth in NRS 
388A.246.  Please identify the statutory purpose(s) of the school and how these align to 
the mission and vision of the school.  The six statutory purposes are:  



 

Virtual Preparatory Academy of Nevada - Page | 10   

(a) Improving the academic achievement of pupils;  
(b) Encouraging the use of effective and innovative methods of teaching;  
(c) Providing an accurate measurement of the educational achievement of 

pupils;  
(d) Establishing accountability and transparency of public schools;  
(e) Providing a method for public schools to measure achievement based 

upon the performance of the schools; and  
(f) Creating new professional opportunities for teachers. 

 

While the Virtual Preparatory Academy of Nevada (VPA of Nevada) intends to support and promote, 
to some degree, all six statutory purposes outlined in NRS 388A.246(a)-(f), the stated purposes that 
inspire and inform VPA of Nevada’s mission are: 

• Improving the academic achievement of pupils with a personalized and individualized 
education, within a high-quality interactive learning environment that includes synchronous 
and asynchronous instruction, and that offers one-on-one tutoring support.  

• Encouraging the use of effective and innovative methods of teaching through the use of 
technology. Technology in education is, in and of itself, an innovative alternative to traditional 
education. Further innovation is evidenced by utilizing virtual peer interactions, targeted 
instruction, and a traditional school day model that goes beyond Nevada daily and weekly 
instructional minutes. 

• Providing an accurate measurement of the educational achievement of pupils by ensuring the 
rigorous curriculum is aligned to the Nevada State standards and utilizing a state-of-the-art 
Learning Management System that offers a daily and instantaneous report of standards-
based mastery at a student-by-student level.   

• Creating new professional opportunities for teachers by directly addressing the limited 
opportunities for online, virtual instruction that teachers experienced during the pandemic, 
and providing teachers with professional development opportunities for high-quality virtual 
instruction. 

TARGETED PLAN 

(1) Explain how the educational model you wish to implement meets the needs of the 
community you wish to serve. 

High expectations and accountability will define the culture at the Virtual Preparatory Academy of 
Nevada. It is public knowledge that virtual schools have not always had the academic success that 
they have desired. Based on the Board’s understanding of virtual instruction and its complexity, we 
believe we have designed the Virtual Preparatory Academy of Nevada (VPA of Nevada) to account 
for many of these obstacles preventing academic success and by selecting an EMO partner that 
shares our same commitment to providing an excellent education in the virtual environment.  

VPA of Nevada’s model and targeted plan for high-quality instruction will involve:   

a) Generating and managing enrollment growth;  
b) Maintaining reasonable teacher-to-student ratios in accordance with all applicable 
Nevada statutes and regulations;  
c) Focusing on effective student onboarding and ensuring high levels of engagement;  
d) Providing constant and deliberate professional development for teachers; and  
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e) Assessing our students regularly to promote content mastery and allow for remediation 
or acceleration of their grade-level curriculum. 

VPA of Nevada will offer a robust virtual school model that employs intentional engagement 
strategies and a traditional schedule to keep the most at-risk students on target for academic 
achievement. It is a digital classroom that incorporates traditional principles. Enrollment at state 
virtual charter schools has increased over the years and grown by almost 30% since the COVID-19 
pandemic. It is crucial to provide Nevada families high-quality options for the rising number of 
students who desire or need full-time remote education. Virtual schools have an opportunity to 
serve more at-risk students, and VPA of Nevada meets this challenge head-on by providing a 
deliberate daily schedule, continuous assessments and small group tutoring in order to meet 
students’ needs. 

VPA of Nevada’s Board is fully prepared to offer a high-quality choice for Nevada students who are 
most in need. VPA of Nevada will not simply offer a new choice in public virtual education but will 
create and sustain an educational model that is intentionally based on a slow-growth strategy, and 
that deploys research-based methodologies to ensure that both the short-term and long-term needs 
of students are met. 
 
VPA of Nevada will employ several cohesive instructional methodologies within its educational 
model to ensure the success of every student. The school’s unique virtual platform allows for data-
driven, personalized instruction. According to The Efficacy of Virtual Instruction, students benefit 
from best practices in instruction, including utilizing small class sizes as well as large and small 
group peer interactions within a highly engaging environment (Pretyman & Sass, 20201). VPA of 
Nevada provides students both small and large group instruction and provides teachers numerous 
professional development opportunities on best practices for student engagement. 
 
Accel Schools’ learning ecosystem, called the Accel Management Platform (AMP) for Education, 
integrates the best available courses, in addition to a powerful Learning Management System (LMS) 
and integrated Student Information System (SIS). The AMP system is a single sign-on experience 
that hosts synchronous and asynchronous lessons allowing for truly student-centered learning. 
AMP provides real-time progress monitoring, allowing teachers instantaneous access to standards-
aligned and performance-based data on each student, allowing them to immediately target students 
who need small group or one-on-one instructional support. The Changing Landscape of K-12 
Education in the US (20152) states that virtual schooling is an effective tool for “providing at-risk 
students with additional remediation,” as well as “verifying whether or not they are accessing those 
materials regularly and effectively.” Using the AMP system, Nevada certified teachers will be able to 
do just that- deliver a remarkably individualized instruction customized to the student’s needs in 
real time. 

As recommended by the SPCSA, and evidenced in research by Fisher, Frey & Hattie3, the best 
practices that will be implemented in this model include a variety of instructional practices, 

 
1 Pretyman, A. & Sass, T. (2020). The Efficacy of Virtual Instruction in K12 Education: A Review of the Literature. 
2 Toppin, I.N., Toppin, S.M. Virtual schools: The changing landscape of K-12 education in the U.S.. Educ Inf Technol 21, 1571–
1581 (2016). https://doi.org/10.1007/s10639-015-9402-8 
3 Fisher, D., Frey, N., & Hattie, J. (2020). The Distance learning playbook, Grades K-12: teaching for engagement and impact in 

any setting. Corvin, A SAGE Company.  
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opportunities for social interaction and peer learning, and offering feedback within a safe learning 
environment (2020). 

 
During the 2019 legislative session, AB 462 required the SPCSA to develop an Academic and 
Demographic Needs Assessment.  A copy of this document can be found here.  Given the 
demographic and academic needs as defined below, please describe how your proposed 
school would meet one or more of the needs defined in the Academic and Demographic 
Needs Assessment.  

Demographics: Applicants meeting this need will propose a school model that includes 
demonstrated capacity, credible plans, and thorough research and analysis in order to 
intentionally serve the following student groups, each of which has been identified as 
persistently underperforming based on data provided by the Nevada Department of 
Education: Students qualifying for free or reduced-price lunch, English Learners, and 
students with IEPs. Successful applicants will demonstrate the capacity to support 
these student groups in achieving academic performance at or above the state average.  

 

(a) Academic Needs: Applicants meeting this need will propose a school model 
that includes demonstrated capacity, credible plans, and thorough 
research and analysis in order to intentionally provide access to 3, 4 and 5-
Star schools in zip codes where students are attending a 1- or 2-Star 
school. A map and list of zip codes will be provided; SPCSA charter schools 
will be removed from the data set used to identify zip codes.  

(b) Academic Need: Applicants meeting this need will propose a public charter 
school model that includes demonstrated capacity, credible plans, and 
thorough research and analysis in order to prevent at-risk students from 
dropping out of school. Models may include but are not limited to 
programs designed for student groups that are most at-risk of dropping 
out or programs aimed at enabling credit-deficient students to get back on 
track to graduate. Applicants should demonstrate a strong understanding 
of grade-level appropriate indicators for successful high school 
completion, such as early literacy, attendance, and credit sufficiency and 
plans to enable students to successfully meet these milestones.  

 

VPA of Nevada will meet the Academic Needs of those in zip codes where students are attending 1- 
or 2-Star schools. In order to best serve the intended population, VPA of Nevada expects to attract 
two types of families: those with students that are motivated to pursue online learning as an 
academic choice, and those with students that are academically at-risk.  

VPA of Nevada’s innovative model for at-risk students will offer a robust plan that is a qualitative 
differentiator as compared to other virtual school models. A traditional school day, available 
virtually, is intentionally designed to keep students engaged as they work towards academic 
achievement. Students will be required to be available for a traditional school day.  Accel has 
embedded the following components within this model: 

• Traditional school day (8am-3pm model); 
• Instructional delivery will include live sessions and independent work; 
• Small groups and 1:1 tutoring in core areas; 
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• Lower than normal teacher-to-student ratios; 
• Ability to earn your way out of the traditional structure by demonstrating academic success 

and opting into a flexible scheduling model. 
 

Students who are motivated to pursue online learning because of the flexible scheduling will have 
an opportunity to showcase academic excellence in order to earn that advantage. In doing so, when 
instructors witness their distinct commitment in their education, they may shift away from the 
traditional schedule and allow them to effectively opt out of the traditional model. This innovative 
model incentivizes the engagement and productivity of motivated students. 

PARENT AND COMMUNITY INVOLVEMENT 

(1) Describe the role to date of any parents, neighborhood, and/or community members 
involved in the development of the proposed school.  

The Board of VPA of Nevada has been involved with the application and development of the school 
prior to and after the school’s Letter of Intent was submitted. VPA of Nevada’s Board is comprised 
of professionals with diverse backgrounds and proven experience and expertise. The Board 
represents various views and perspectives of parents, neighborhoods and community members 
and each Board member recognizes the value and importance of offering a high-quality virtual 
public school option for Nevada families, particularly for at-risk students who are historically 
disenfranchised from alternative educational options that are better suited to meet their needs.  

(2) From May 1 – June 30, 2021, community members across the state of Nevada were provided 
an opportunity to indicate their interest in the formation of VPA of Nevada. Using an interest 
campaign running on social media, parents/guardians were encouraged to provide their contact 
information and zip code for future communications. The zip codes and identified demographics 
were used to target the students in 1 and 2-star school areas. Based on this effort, 323 
parents/guardians expressed interest in the formation of VPA of Nevada. Out of all interested 
families, 251 reside in the 1 and 2-star school locations, which is our target population. There are 
an additional 72 responses from locations outside of the 1 and 2-star school locations.  

(3) Describe how you have engaged the local community to date as active partners in this 
application.  What specific strategies have been implemented to date? 

Parents/guardians are active partners in the life of the school.  Currently, VPA of Nevada’s Board 

includes several parents/guardians of school age children who can offer great insight. After the 

school is launched, the Board will add a current VPA of Nevada parent/guardian to its membership.  

We have established a partnership with the Boys and Girls Club of Southern Nevada that creates the 

potential of school support beyond the school day for our students. Once we identify the regions 

throughout Nevada where our students live, we aspire to establish similar partnerships with youth 

organizations.  

(4) Describe how you will continue to engage parents, neighborhood, and community 
members from the time the school was conceptualized to when the application is approved 
through the opening of the school. What specific strategies will continue to be relied upon to 
establish buy-in and to learn parent priorities and concerns during the transition process 
and post opening? 
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VPA of Nevada recognizes that parents/guardians are most engaged when they have 

meaningful opportunities to shape school programs and provide input. Parents/guardians 

will have the ability to participate in town hall type dialogue or question and answer 

sessions with school administration periodically. Parent/guardian input will be collected 

through surveying multiple times per year. The School Services Team will reach out to state and 

local health and family services agencies to assist families who need these services. VPA of Nevada’s 

Board and Head of School will work closely to develop strategic partnerships, and to define what 

those strategic partnerships will involve. The school may seek partnerships with higher education 

institutions for teacher recruitment, and collaboration on educational research. The school may 

seek partnerships with the Boys & Girls Clubs or YMCA/YWCAs in the state to support student 

participation in these outstanding youth organizations. 

One means of stakeholder involvement is participation in the Board’s regular meetings.  When a 

board meeting notice is posted, VPA of Nevada Board’s draft agenda will be included so that 

stakeholders - as well as the public - can attend and offer public comment either generally or on a 

specific agenda item.  In addition to the public notice required by Nevada’s Open Meeting Law, the 

Board will send an email to all parents/guardians announcing the board meeting along with the 

agenda and encouraging attendance and/or participation.  The Board may also seek stakeholder 

comment on proposed board initiatives via a request for written comment or an invitation to 

provide oral comment at a board or committee meeting. Although not yet formally addressed by 

VPA of Nevada Board, the Board may choose to include stakeholders on standing or ad hoc board 

committees. The Board is committed to continuously evaluating its efforts to promote stakeholder 

involvement and ensuring that stakeholders have a voice. 

While VPA of Nevada’s model is based on a virtual learning experience, VPA of Nevada fully 

acknowledges that in-person engagement is essential for reaching students and families who may 

not have access to online services and/or digital media. After approval, VPA of Nevada will hold 

frequent, publicly available community meetings, information sessions throughout the year, as well 

as using the email list serve to continue to communicate news, progress, and school achievements 

to interested parties in the community. Our goal is to create a network of regional support where 

families can support one another, identify local tutoring and mentoring opportunities and feel 

affiliated with a school community.  

(5) Describe any expectations for parent volunteering.  

Successful schooling requires an Educational Tripod. In order to stand, we must do it together. 
Virtual education is most effective with the intentional partnership of the school, the family, and the 
student. We know and believe that parents are the first and best learning teachers of their children 
and it is our expectation that they will be working with their child, coaching them through their 
virtual schooling, which is the highest form of volunteering.  

Also, parent/guardian volunteers will work with teachers to organize school events, club activities 

and regional field trips. As parents/guardians become more a part of the school, they will also meet 

other parents/guardians and share best practices as learning coaches which will benefit more 

students.   
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(6) For each strategic partnership your school has established with community 
organizations, businesses, or other educational institutions that are part of the school’s core 
mission, vision, and program other than the CMO/EMO identified in the application or dual-
credit partners discussed in subsequent sections, please complete the table below.  If there 
are future organizations that you plan to seek to partner with, please list those as well.  
Include, as Attachment 1, existing evidence of support from community partners such as 
letters of intent/commitment, memoranda of understanding, and/or contracts. 

Partner Name: Boys and Girls Clubs of Southern Nevada 

Briefly describe this partnership 
Once our school is established, we wanted a 
partner that could extend learning 
opportunities for our students beyond the 
school day and into the weekend.  The Boys and 
Girls Clubs can assist our students with 
character development and increase career 
awareness.   

Specify the nature, purposes, terms, and scope 
of services of any such partnerships, 
including any fee-based or in-kind 
commitments from community 
organizations or individuals that will 
enrich student-learning opportunities 

Specific details of this partnership are not 
available at this time, given the school’s early 
developmental stage, but the possibilities 
associated with such a partnership are 
compelling.  The mission of this organization 
aligns with VPA of Nevada’s mission and vision 
for serving under-privileged, at-risk, or 
underperforming students. 

Copy and paste this table into your application narrative for each of your strategic partners. 

(7) Describe the Committee to Form or CMO’s ties to and/or knowledge of the target 
community.  What initiatives and/or strategies will you implement to learn from and engage 
the neighborhood, local community?  

The targeted communities that the school will serve represent the entire State of Nevada.  There 

will be community events that will take place throughout the state where our students live that 

allow teachers and school leaders to establish relationships.  Initially, these community events will 

focus on increasing academic success, increase communications between the home and school as 

well as identify any technology or curricular issues. Once the school becomes more established the 

events will be more social to continue to bring families together, to support one another and even 

establish learning groups or pods with a community of working families.  The activities might take 

place in a roller rink, bowling alley, park for a picnic, sporting event, etc. 

A definite strength of the Committee to Form is their understanding of at-risk students; in the 

classroom, at the collegiate level and outside of school challenges students face.  The passion of this 

Committee to Form will seek avenues of support locally, regionally, and statewide.  
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ACADEMIC  

PLAN 
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(3) Academic Plan 

TRANSFORMATIONAL CHANGE 
In its 2019-2024 Strategic Plan, the SPCSA lists goals related to school performance that 
charter school applicants must consider in setting their own respective goals: 

1. Provide families with high quality schools. The SPCSA aims for a majority of schools 
to be rated as 4- or 5-stars. 

2. Ensure that every SPCSA student succeeds - including those from historically 
underserved student groups: the SPCSA aims for all sponsored schools to 
demonstrate strong academic growth, high levels of proficiency and on-time 
graduation across all student groups, including historically underserved student 
groups. 

(1) How will you ensure that your school either earns a 4- or 5-star rating or is on track to 
earn a 4- or 5-star rating by the end of your first charter term? 

The student body for VPA of Nevada will be comprised of students who have not been successful in 
a traditional public school setting. Upon enrollment, we will assess each student’s academic 
strengths and challenges. Using this information, a data-driven Educational Blueprint will create an 
individualized and personalized learning program. This allows for immediate access to students’ 
mastery data and gives instructors the ability to target, reteach and course correct on a daily basis, 
enabling and ensuring that students will experience success.  We will continue to build upon this 
success, constantly monitor progress and move these students toward grade and course level 
achievement.  

(2) How will you drive growth among students at all achievement levels, accelerating the 
levels of proficiency and on-time graduation of those who are most behind?  

VPA of Nevada will implement a referral process & Multi-Tiered System of Supports (MTSS) to 
maximize student achievement. Key elements of the school’s proposed MTSS system include: 

Engagement Protocol 

VPA of Nevada’s engagement protocol is an accountability-focused approach to student and family 
engagement.  This protocol sets a minimum level of daily expectation for students and families. 

Components: 

• Definition of observable student engagement behaviors 
• Process for identifying un-engaged students 
• Implementation of an effective process to support identified students 
• Resolution through successful re-engagement or determination of need for withdrawal 

Expectations:  

• Common “non-negotiables” – i.e., standardized testing, communication, 
orientation/onboarding completion, attendance in class, course progress 

Results 

• If compliant: increased academic success, engagement, exiting from intensive supports 
• If non-compliant: intervention plan, conference with school administration, withdrawal 
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The Student Services Referral for Student Support 

A referral is a method by which the Student Services team becomes aware support is needed for a 
student.  Student Services team members assist students in achieving success for those needing an 
additional layer of support through a tiered intervention process. 

Referrals can happen for several reasons, including but not limited to: 

• Onboarding Support 
• Social, emotional, and behavioral issues 
• Parents/guardians training 
• Student welfare concerns 
• Community referrals 
• Not completing assessments 
• No/Low attendance in live classes 
• No/Low progress in courses 
• No/Low attendance 

 

Student Success Plans 

The Student Success Plan is an essential part of the Student Services model.  The success plan 
outlines the individual student needs and specific actions for a student to become successful with 
the goal of academic achievement.   

Student Services, teachers, students, and learning coaches develop the Student Success Plan 
together. The assigned Student Services team member facilitates the process, monitors the plan, 
and provides ongoing follow up. 

Recognizing and Reporting Abuse or Neglect in a Virtual Setting 

Students attending school from home could be more at-risk for child abuse and neglect, which 
requires online instructors to be even more knowledgeable and vigilant regarding the identification 
risk factors, common indicators, and warning signs of abuse or neglect. If and when abuse or 
neglect is recognized, teachers and staff must understand and be able to complete the reporting 
process in a timely manner. Teachers are mandatory reporters of abuse and neglect in Nevada, As 
such, it is imperative to know what to look for, and how to report it. 

1. Sample Indicators of Possible Abuse or Neglect 
a. visible and or repeated injuries without an explanation 
b. discomfort sitting 
c. child acts fearful, watchful, alert or easily startled 
d. sudden drop in academic performance, attendance, or participation  
e. witnessing problematic behavior, commentary, or punishment between an adult in 

the house and the student 
f. student appears unbathed, malnourished, inappropriately dressed 
g. Lack of supervision or concern for student for an extended period 

2. Teachers may report indicators of abuse or neglect to the following agencies: 
a. Clark County CPS Hotline: 702-399-0081 
b. Washoe County CPS Hotline: 833-900-SAFE 



 

Virtual Preparatory Academy of Nevada - Page | 19   

c. All Other Nevada Counties: 833-571-1041 
d. National Abuse Hotline: 800-787-7233 

 

Teachers should make a report first, and then follow protocols set by the VPA of Nevada in order to 
discuss with administration, other teachers that work with the student, etc. These steps will be 
detailed further in the Code of Conduct that the VPA of Nevada Board will continue to develop 
during the incubation year. 

(3) Describe the distinguishing features of your school, including programming and 
curricular choices that make your school unique.  For each feature, describe how it will be 
implemented. Key features may include: 

(a) Programs (e.g., curriculum, PD, afterschool program, parent program, etc.) 
(b) Principles (e.g., no excuses, individualized learning, learn at your own 

pace, etc.) 
(c) Structures (e.g., blended learning, small learning communities, small class 

sizes, etc.) 
As previously mentioned, VPA of Nevada will feature innovative programming options in order to 
best serve the needs of its students. These features can be organized into those focused on choice 
and innovation for educators, and those focused on choice and innovation for students. Educators 
will enjoy the opportunity to grow in their virtual teaching craft by taking advantage of the 
professional development program, ensuring that students are more engaged with them through 
the expectation of traditional school hours and a high level of parental involvement. Likewise, 
students will enjoy the opportunity to participate in individualized learning, appropriately sized 
classes, remediation, and enrichment in core areas, and holding themselves accountable to the 
school’s expectations.  

(4) Describe the reasons for which the features you described in (3) will influence student 
success.  Please provide evidence from your own experience and/or valid research. 

VPA of Nevada’s Board chose to partner with Accel Schools because it has the experience to 
establish and operate a virtual school that they believe will successfully achieve the mission. Accel, 
as an operator of dozens of schools, has gained valuable experience in what students need to 
achieve. Among this expertise are the components of appropriately trained educators, student 
engagement, individualized learning, and appropriately sized classes. While a traditional school 
hour model has not been utilized in the past, the board is aware that the target population needs an 
innovative approach to keep them engaged, and more “face” time. Mandatory traditional school 
hours are an effort to keep students more engaged. Educational research to support these 
components is provided below.  

Professional development 

• Appropriate skill development is critical for teachers to be able to offer an approach that is 
flexible and responsive, as well as for each instructor to maintain their technological 
capabilities (Roddy et al., 2017)4. 

 
4 Roddy C., Amiet D.L., Chung J., Holt C., Shaw L., McKenzie S., Garivaldis F., Lodge J.M. & Mundy M.E. (2017) Applying Best 

Practice Online Learning, Teaching, and Support to Intensive Online Environments: An Integrative Review. Front. Educ. 2:59. 

doi: 10.3389/feduc.2017.00059 
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• Offering professional development to online educators has benefits that are twofold; first, 
there is evidence that as the training expands their skillset, it also increases their confidence 
in themselves and in the online environment, and second, that the training offers skills that 
are transferrable to the students. (Roblyer et al., 20095).  

Student engagement 

• According Domina, et al., in a study on virtual learning, student engagement is “crucial for 
advantageous educational outcomes” (20216). 

• When students are fully engaged in all three key areas – behaviorally, cognitively, and 
emotionally – they are more likely to learn at their highest capability (Fredericks, 
Blumenfeld, & Paris, 20047).  

Individualized learning 

• Individualized learning plans have been proven to positively effect student learning and 
increase their academic achievement (Bahceci and Gurol, 20168). 

• The pacing of individualized learning has been shown to assist slower learners by offering 
them the time and repetition needed to obtain mastery, while faster learnings can move on 
when they are ready (allowing them to repeat confusing material until they master it, and it 
can help faster learners by allowing them to move on when they master material, without 
requiring them to sit through repetitious explanations (Berge & Clark, 20059; Tallent-
Runnels et al., 200610). 

Appropriately sized classes 

• A 2019 study found that “increasing online class sizes had a positive impact on achievement 
until the number of students reached 45, but a negative one if numbers increased beyond 
that level” (Lin, Bae & Zhang11).  

(5) Are there any portions of an existing network or school's model that you will utilize in 
this proposed school? If so, please identify and describe the student performance results of 
that particular programming.   

Accel Schools currently serves as the operator of fifty-four public school academies and charter 
schools in the states of Arizona, California, Colorado, Michigan, Minnesota, and Ohio.  

In the summer of 2018 Accel Schools became the chosen operator of an established virtual charter 
school in Ohio, the Ohio Distance and Electronic Learning Academy (OHDELA).   Despite being open 
for over 17 years, OHDELA has struggled and trailed other statewide virtual charter schools in Ohio.  
In partnership with the school board, Accel Schools is implementing an aggressive turnaround plan 

 
5 Roblyer, M. D., Porter, M., Bielefeldt, T., & Donaldson, M. B. (2009). “Teaching online made me a better teacher”: studying 
the impact of virtual course experiences on teachers’ face-to-face practice. J. Comput. Teach. Educ. 25, 121–126. 
6 Domina, L. R., Renzulli, L., Murray, B., Garza, A.N., & Perez, L. (2021). Remote or Removed: Predicting Successful 
Engagement with Online Learning during COVID-19. SAGE Journals. 
https://journals.sagepub.com/doi/10.1177/2378023120988200.  
7 Fredericks, J., Blumenfeld, P., & Paris, A. (2004) School Engagement: Potential of the Concept, State of the Evidence. 
SAGE Journals. journals.sagepub.com/doi/abs/10.3102/00346543074001059. 
8 Bahçeci, F., and Gürol, M. “The Effect of Individualized Instruction System on the Academic Achievement Scores of 
Students.” Education Research International, 2016, pp. 1–9., doi:10.1155/2016/7392125. 
9 Berger, D, Hart, C., Jacob, B., Loeb, S., & Hill, M. (2019). Online Learning, Offline Outcomes: Online Course Taking and 
High School Student Performance. SAGE Journals. https://journals.sagepub.com/doi/10.1177/2332858419832852.  
10 Tallent-Runnels, M. K., Thomas, J. A., Lan, W. Y., Cooper, S., Ahern, T. C., Shaw, S. M., Liu, X. (2006). Teaching courses 
online: A review of the research. Review of Educational Research, 76(1), 93–135. 
11 Lin, C.-H., Bae, J., & Zhang, Y. (2019). Online self-paced high-school class size and student achievement. Educational 
Technology Research and Development, 67, 317-336. doi: 10.1007/s11423-018-9614-x 
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for the school. The school is currently showing positive results as measured by an independent 
evaluation report. Accel Schools was also chosen as the operator of two new California virtual 
charter schools for the 2019-20 school year and as the operator of an established virtual charter 
school in Michigan for the 2020-2021 school year.  For Fall 2021, Accel has two new partner 
schools opening in the states of Indiana and Washington.   

Ohio Accel Schools on the Ohio 2020-21 High Performing School List: 

•       South Columbus Preparatory Academy - 84.5 Performance Index 
•       Cornerstone Academy Community School - 92 Performance Index 
•       Columbus Humanities Arts and Technology Academy - 78.1 Performance Index 
 

Ohio Accel Schools meeting Ohio Criteria 1 as a Community School of Quality 
•       Columbus Humanities, Arts and Technology Academy 
•       Cornerstone Academy Community School 
•       Foundation Academy 
•       Lincoln Park Academy 

 
In Ohio, Accel has taken over schools from other operators, like White Hat, ICan, Mosaica and 
Cambridge. In each case Accel has studied how these schools performed relative to their host 
districts before and after Accel took over operations. Under Accel management, all schools have 
improved both in achievement as well as in growth measures. As an example, Figures 1 and 2 
show the data for the White Hat schools Accel took over just before the 2015-16 school year.  

In Figure 1, the data presented are Performance Index (PI) differentials. The Performance Index is 
an Ohio Department of Education accountability measure of student achievement on the statewide 
tests, including all subjects tested between grades 3 and 8 and English and math tests for high 
school, where points are awarded based on the performance levels students earn.  Students who 
don’t test are counted as zero points. The differential PI is calculated by subtracting the host district 
PI from the charter school’s PI. The data presented in Figure 1 show that the charter schools have 
improved their PI score over the years since Accel took them over by 11 points. 

Figure 1. Differential Between White Hat PI and District PI by Year 

 

In Figure 2, the data presented are Valued-Added (VA) Grade Point Average (GPA) differentials. 
The Value-Added measure is a measure of academic growth and is used in Ohio and Michigan along 
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with a few other states.   The Value-Added Grade Point Average (GPA) differentials were calculated 
by collecting the Progress Grades on the Ohio State Report Card for the host districts for the White 
Hat Schools and assigning each letter grade a point where an “A” is worth four points and an “F” is 
worth zero points and averaging the district grades to get a GPA. Then, the Progress Grades for the 
charter schools are assigned a point value in the same way and then averaged. Finally, the 
differential is determined by subtracting the District GPA from the Charter School GPA.  

Figure 2 shows that for the schools Accel manages that were formerly managed by White Hat, the 
growth measure, as represented by the Value-Added GPA differential, has improved from being two 
and a half grade points below the host districts to being slightly above the host districts. 

Figure 2. Growth Differential Between White Hat Schools “GPA” and District “GPA” by Year 

 

Additional data demonstrates that the academic program provided by Accel Schools results in 
increased student achievement and growth. Based on information from the most recent school 
year, Accel-managed schools have outperformed their host districts in both achievement and 
growth. The data reflected in Figures 3 and 4 are from the publicly available Ohio Department of 
Education interactive local report card website.   

In Figure 3, the data presented are Value-Added (VA) Differentials based on the 2018-19 school 
year. The data are presented in groups of schools by the name of the former operator, so each group 
is a group of schools that Accel has taken over, at some time in the past (sometimes just last year, 
sometimes as many as five years ago), was operated by the company listed. Greenfield schools 
represent the category of new charter schools opened by Accel.  To calculate these numbers the 
charter schools’ Overall Value-Added Gain Index is subtracted from the Overall Value-Added Gain 
Index of the host district. Then, for each group the differentials are averaged.  

Figure 3 shows that, on average, Accel-managed schools are out-performing their host districts in 
Value-Added Overall Gain Index.  This calculation provides a more fine-tuned picture than the GPA 
picture in Figure 4.  

Figure 3. 2019 Value Added (VA) Differential Between Acquired Accel Networks and 
Corresponding District VA Schools Using District Scores on ODE Website 
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In Figure 4, the data presented are Value-Added (VA) Grade Point Average (GPA) differentials. The 
data are presented in groups of schools by the name of the former operator, so each group is a 
group of schools that Accel has taken over, at some time in the past (sometimes just last year, 
sometimes as many as five years ago), was operated by the company listed. These values were 
calculated by collecting the Academic Progress Grades on the Ohio State Report Card for the host 
districts for the charter schools in each group and assigning each letter a point where an “A” is 
worth four points and an “F” is worth zero points and averaging the district grades to get a GPA. 
Then, the Academic Progress Grades for the charter schools are assigned a point value in the same 
way and then averaged. Finally, the differential is determined by subtracting the District GPA from 
the Charter School GPA.  

Figure 4 shows that the schools that Accel manages now outperform their host districts in the 
Academic Progress Measure, which is a measure based on Value Added growth data. While Figure 
3 shows how the largest factor in the Academic Progress Grade is different between the districts 
and charter schools, Figure 4 shows that the resultant grades are also different and better.  

Figure 4. 2019 “Value-Added GPA” Differential Between Acquired Accel Networks and 
Corresponding District Schools 
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Online School Evidence of Effective Curriculum 

Using the NWEA MAP testing results from our current partner online school, Accel can show that 
our online school curriculum is effective. Accel became the new operator of this online school late 
in the summer of 2018.    It was too late to implement a new Learning Management System and 
curriculum, so the same academic program of the prior operator was used. Now in the second year 
of operating this school, the school is benefiting from Accel’s new AMP system including new 
curriculum, new Learning Management System, new assessment strategy, new teacher 
instructional tools, and new professional development implemented.  The Fall to Winter academic 
growth from this school year can be compared to the Fall to Spring growth from the last school 
year. Figure 5 shows the data for these two years. 

In Figure 5, the data presented are averages of the Median Student Growth Percentiles for grades 
Kindergarten through 10th grade. NWEA MAP provides a breakdown of Median Student Growth 
percentiles by grade. Comparing the average of these for the 2018-19 and 2019-20 school years, 
there is a statistically significant increase (p<0.001) in both Mathematics and Reading. These data 
demonstrate that the Accel online academic program is successful in producing both higher 
achievement and more growth each year.  

Figure 5. A Comparison of the Average Growth Percentile for Math and Reading using NWEA 
MAP  

 

NOTE: The 2019-20 School Year data includes only Fall and Winter scores for MAP.  

CURRICULUM & INSTRUCTIONAL DESIGN 
The framework proposed for instructional design must both reflect the needs of the 
anticipated population and ensure all students will meet or exceed the expectations of the 
Nevada Academic Content Standards. 

(1) In accordance with NRS 388A.246, provide a description of the proposed instructional 
design of the charter school and the type of learning environment the charter school will 
provide, including, without limitation, whether the charter school will provide a program of 
distance education, the planned class size and structure, the proposed curriculum for the 
charter school and the teaching methods that will be used at the charter school.  Required 
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courses, such as physical education, financial literacy12 and computer science13, should be 
included. 

VPA of Nevada has intentionally chosen an instructional design plan that balances various methods 
within a high-quality, standards-aligned digital curriculum in order to support academic excellence 
for all students, including students in need of remedial instruction, English Learners, and gifted and 
talented students. 

It is important to note first that backward-design curriculum planning is utilized in VPA of Nevada’s 
instructional model. A study that compared a traditional model of curriculum design to backward 
design suggests that teachers using backward-design curriculum outperform teachers using a 
traditional-designed curriculum (Kelting-Gibson, 200514). Lessons using backward design scored 
higher on key components including knowledge of content and pedagogy, selection of instructional 
goals, the design of coherent instructions and assessment of student learning. 

The student-centered instructional method used puts students' needs at the forefront of the 
instructional design, allowing for them to take charge and be wholly involved in each aspect of their 
learning experience. Students can progress through their lessons at different paces based on their 
rate of mastery, yet the school has grading and progress expectations that all students must meet 
for each term. In the virtual setting, the benefit rests within the flexibility and fluidity for each 
student’s schedule. The daily experience of a VPA of Nevada student includes scheduled live 
instructional sessions, scheduled small group targeted sessions, and 24/7 access to asynchronous 
course work and supplemental curriculum resources, aligned to the Nevada Standards of 
Excellence, including both the Common Core and Next Generation Science Standards. This student-
centered learning approach incorporates proven instructional strategies that promote more active 
learning, increased comprehension, and enhanced personal responsibility (Caulfield, 201115). In 
turn, the student-centered learning approach fosters independence, accountability, and time-
management ability – which are all critical and necessary skills for students to succeed in the higher 
education setting and compete in a 21st-century global economy and workforce. 

The next component is creating a level of instruction that offers a truly personalized learning (PL) 
experience, which takes the student-centered approach and catapults students into a self-directed 
learning plan, tailored to the needs of each student. According to Walkington and Bernacki, PL 
instruction strategies allow students to “have a voice in what they are learning based on how they 
learn best. Learners have a choice in how they demonstrate what they know and provide evidence 
of their learning. In a learner-centered environment, learners own and co-design their learning.” 
(Walkington & Bernacki, 202016). 

One methodology specifically amplifies the instructional design, by employing inquiry-based 
learning. In this manner, “learners pursue knowledge by asking questions that have piqued their 

 
12 NRS 389.074 
13 NRS 389.072 
14 Kelting-Gibson, L. M. (2005). Comparison of Curriculum Development Practices. Educational Research Quarterly, 29(1), 
26–36.  
15 Caulfield, J. (2011) "How to Design and Teach a Hybrid Course: Achieving Student-Centered Learning through Blended 
Classroom, Online and Experiential Activities" (2011). Books by Marquette University Faculty. Book 79. 
http://epublications.marquette.edu/marq_fac-book/79 
16 Walkington, C. & Bernacki, M.L. (2020) Appraising research on personalized learning: Definitions, theoretical 

alignment, advancements, and future directions, Journal of Research on Technology in Education, 52:3, 235-252, DOI: 

10.1080/15391523.2020.1747757 
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natural curiosity. The genesis of a project is an inquiry” (Bell, 201017). With inquiry-based learning, 
students work on independent projects driven by their curiosity, executed by their research, and 
demonstrated through student presentations.  

Finally, instruction is embedded within a Multi-tiered System of Supports (MTSS). MTSS uses 
assessment, intervention, and targeted instruction to ensure the academic, social, and emotional 
growth of each child within three tiers - whole group, small group interventions, and individualized 
support. 

VPA of Nevada’s curriculum is found within the Accel Management Platform (AMP). The AMP 
system includes state-of-the-art technology with state-specific reporting components, and full 
curriculum alignment to the Nevada Standards of Excellence. When curriculum vendors are chosen, 
their coursework is embedded seamlessly within the AMP system. The Accel curriculum team first 
verifies alignment to the state standards, cross referencing with other vendors to ensure effective 
coverage. When the verification of alignment is completed, any gaps are identified immediately, and 
the Accel team procures supplementary materials to support mastery of each standard. The best 
stand-alone curriculum program will still have its flaws, and the benefit of embedding courses into 
the AMP system is that the school is not limited to the operational system of one vendor. This 
provides Accel with the flexibility to assemble the strongest curriculum choices to offer the school.  

Following the submission of the proposal to the SPCSA, the Committee to Form will submit a 
Distance Education Program Application to the Nevada Department of Education. The K-8 
curriculum that will be presented for the Department’s approval is Accelerate Education, a 
department-approved provider. 

VPA of Nevada’s curriculum is innovative, rigorous, research-based, and can be custom-tailored to 
students' unique skills and interests. It includes world-class content and college preparatory skill-
building, as well as access to fine arts, world languages, and career-focused electives. The school’s 
curriculum and instructional framework is guided by national best practices in K-8 online learning 
models, and the curriculum is fully aligned to the Nevada Standards of Excellence. All core 
curriculum and supplementary curricular resources are aligned to each state standard, and any 
identified gaps are filled with additional lessons by the Accel curriculum team. This means that 
when real-time student performance data indicates a need for reteaching or remediation, teachers 
have standard-aligned resources quite literally at their fingertips.  

While various vendors are used to execute the curriculum as discussed below, each vendor is 
housed within AMP, allowing for a single sign-on, seamless shift for students between both course 
and grade-level transitions.                                                                                                                                                                                                                                                                                              

The curriculum design methodology uses principles of Universal Design for Learning, ensuring that 
both the curriculum and the instructors provide multiple opportunities for engagement, 
representation, as well as action and expression to ensure that students will repeat their 
encounters with the same topics throughout their career, each time increasing the complexity to 
reinforce previous learning, and to reteach concepts one-on-one and in small groups to ensure 
mastery.  

 
17 Bell, S. (2010) Project-Based Learning for the 21st Century: Skills for the Future, The Clearing House: A Journal of 

Educational Strategies, Issues and Ideas, 83:2, 39-43, DOI: 10.1080/00098650903505415 
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The curriculum includes a robust offering of classes in core subjects for all grade levels, along with 
an array of uniquely tailored opportunities, including the availability of supplemental courses for 
specific student needs. 

The curricular offerings were selected as a curated holistic approach to instruction, and all 
providers have mapped the offered courses to the Nevada Standards of Excellence. All the selected 
vendors have data available to support the effectiveness of their offerings. Accel Schools has 
proposed these vendors based on extensive evaluative information reviewed by VPA of Nevada 
Board.  The vendor selected, Accelerate Education, houses both the Core Curriculum and Electives. 
Accelerate Education is an approved vendor of NDE that integrates easily within the AMP system. 

English Language Arts: The ELA program at Virtual Preparatory Academy of Arizona incorporates 
all five 
important building blocks of ELA development: 

• Phonemic Awareness 
• Phonics 
• Fluency 
• Vocabulary 
• Comprehension 

 
Mathematics: The math curriculum builds essential skills while incorporating interesting 
challenges and puzzles. It is designed to continually build upon, reinforce and strengthen prior 
knowledge. The curriculum provides ample opportunity for students to apply ideas, tools, and 
manipulatives in a real-world context. Financial Literacy will be part of the curriculum. 
 
Science: Through the science programs, students explore topics through text and experiments; 
learn about grade level appropriate topics such as living and nonliving things, force and motion, 
light and sound, the solar system and the universe, electricity and matter, and scientific purpose; 
follow a lesson format in which they learn how to gather, organize, and interpret data and scientific 
information pertaining to concepts in the areas of physics, chemistry, biology, and earth science. 
 
ELD: The ELD curriculum uses a multimedia approach, including songs and animation, to help 
students gain fluency in English while at the same time advancing their math and ELA skills. Our 
online ELD program supports a variety of different first languages. 

Foreign Language: Students will begin foreign language studies starting in grade three. Spanish, 
French, and Mandarin will be offered using an engaging format designed for teaching students to 
speak, listen, and read in these languages. 

Social Studies: Student will engage in a Social Studies curriculum that is engaging and multimedia 
rich. Students will have the opportunity to learn course content through a variety of styles and they 
will be able to demonstrate their learning in multiple ways. 

To address the wide range of learners at the VPA of Nevada, a variety of standard-aligned additional 
resources are utilized by teachers: 

1. iReady – an assessment and instruction program for Math and English Language Arts that 
provides a diagnostic, aligned instruction, and teacher resources to help accelerate students 
along a personalized learning path toward grade-level proficiency and beyond. 
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2. Brain Pop – an online animated curriculum-based content that is aligned to Nevada’s 
education standards. It includes videos, games, quizzes, and activities for science, health, 
writing, reading, social studies, and math. 

3. DIBELS – provides a battery of short (one minute) fluency measures that can be used for 
universal screening, benchmark assessment, and progress monitoring in kindergarten - 8th 
grade. 

4. IXL – an interactive online learning solution aligned to state standards that helps teachers 
personalize instruction through comprehensive curriculum, continuous diagnostics, and 
guidance. 

5. NewsELA – an instructional content platform that provides teachers and students with 
access to 20+ genres of content to support core instruction, like primary sources, reference 
texts, essays, fiction, issue overviews, and more at 5 reading levels. 

6. Reading A-Z – an instructional content platform that provides thousands of downloadable, 
projectable, printable teacher materials, covering all the skills necessary for effective 
reading instruction. 
 

The VPA of Nevada will provide live instruction within the AMP system and accessed via the 
students’ Course Dashboard. This synchronous instructional tool is used for one-on-one sessions 
between teacher and students as well as for collaboration among students. A teacher’s virtual office 
houses a whiteboard, chat room, and webcams to promote collaboration. Additionally, share screen 
features are controlled by the teacher, and shared documents can be edited simultaneously. Within 
these meetings, teachers can create "breakout" rooms where collaborative groups can meet to 
discuss a project or work on content. 

Accel Schools provides the AMP system as the school learning and operational platform. AMP uses 
PowerSchool as its Student Information System (SIS) and Canvas as its Learning Management 
System (LMS). Both systems are integrated with the course content. AMP is the primary executor of 
the curriculum and instruction, with the curriculum vendors as subcontractors. Every course has a 
Resource Module which provides a course-specific curriculum map against Nevada Standards of 
Excellence, as well as a gap analysis. This allows for instructors to assign supplementary 
instructional choices to students as needed. This is included within the AMP system, and all costs 
associated with the delivery of curriculum are embedded within the agreement between Accel and 
the VPA of Nevada. 

All teachers new and experienced in online instruction will receive professional development two 
weeks prior to the first day of school.  Teachers will become familiar with the Learning 
Management System (AMP), the Student Information System, curriculum, assessments, and 
supplementary programs. Teachers who need additional training will be supported by experienced 
teacher coaches through the school year. 

(2) Describe the instructional strategies that you will implement to support the education 
plan and why they are well suited for the anticipated student population.  Outline the data, 
methods, and systems teachers will use to provide differentiated instruction to all students. 

Virtual schooling by design creates the opportunity for a seamless integration of educational 
philosophy and instructional methodology. Components crucial to VPA of Nevada program include: 
 
1. Individualized Instruction 
2. High Level of Engagement 
3. Community Involvement and Support 
4. Remediation and Enrichment 
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5. Inquiry-Based Learning 
 
VPA of Nevada will implement a referral process & Multi-Tiered System of Supports (MTSS) to 
maximize student achievement and reduce behavioral problems. Key elements of the school’s 
proposed MTSS system include: 
 
Engagement Protocol 
The school engagement protocol is an accountability-focused approach to student and family 
engagement. This protocol sets a minimum level of daily expectation for students and families. 
 
The Student Services Referral for Student Support 
A referral is a method by which the Student Services team becomes aware support is needed for a 
student. Student Services team members assist students in achieving success for those needing an 
additional layer of support through a tiered intervention process. 
 
Student Success Plans 
The Student Success Plan is an essential part of the Student Services model. The success plan 
outlines the individual student needs and specific actions for a student to become successful with 
the goal of academic achievement. Student Services, teachers, students, and learning coaches 
develop the Student Success Plan together. The assigned Student Services team member facilitates 
the process, monitors the plan, and provides ongoing follow up. 

(3) Explain how the proposed instructional model and curriculum will be used to meet the 
needs of and enable measurable growth for all students according to the Nevada Academic 
Content Standards, including those that are in need of remediation and those that are 
intellectually gifted.   

The Student Services team empowers students to overcome academic, social, emotional, mental 
health or other challenges to ensure students are successful in school and in their community.  This 
holistic approach includes early intervention, social development, support services, and linking 
families to school and community resources.  Student Services team members and teachers work 
together with families to provide the wrap around supports needed to ensure students are 
motivated and stay on track for graduation. Blocks of time for remediation and enrichments will be 
deliberately added into the daily and weekly schedule. 

Gifted Students 

Gifted and high ability students will thrive at VPA of Nevada.  Through the placement process, these 
learners will be provided the most appropriate curriculum, pacing and teaching approaches from 
day one.  Teachers will work closely with the parent/guardian and the Accel curriculum team to 
ensure a steady flow of enrichment activities for students working above grade level. Students will 
further benefit from the advantages of virtual gifted education as they will be able to work at their 
own pace without the restraints of traditional school classroom pacing.  

Screening 

School staff will be identified for participation in the Multi-Tiered Systems of Support/Response to 
Intervention and Instruction (MTSS/RtII) Team, including a special education staff member.  The 
special education staff member will provide guidance to the team on specific instructional and 
behavioral approaches for students. The team will ensure that students who are not responding 
adequately to the established interventions are referred for a special education evaluation in a 
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timely manner, engaging the parent/guardian in the process. The team will verify that the 
struggling student has received appropriate instruction and that the student’s difficulties are not 
related to Limited English Proficiency or, if they are, identify appropriate support. Data related to 
academic achievement, behavior concerns, intervention results, and academic progress will also be 
reviewed by the team. 

Pre-Referral/Referral/Initial Evaluation/Eligibility 

Students may be referred for special education evaluation by their parent/guardian, teacher, or the 
Student Support Team (SST). The team, consisting of general education teachers, special education 
staff, and school administrators will regularly review data on students that are not progressing as 
expected. The SST will consult with the parent/guardians and address struggling students' needs 
through the MTSS/RtII process. The teacher will implement and document interventions and the 
student's response to interventions. If a student is referred for an evaluation, the students’ 
response to MTSS/RtII efforts are used as one data metric in the determination of special education 
eligibility. These interventions will not be used to delay or deny a parent/guardian-requested 
special education evaluation.  A student’s eligibility for special education and related services will 
be determined by a case conference committee in as prescribed in 511 IAC 7-40-6 and 7-41. 

Allowing for Differences in English Language Skills and Ethnic Background  

Evaluations must consider the child’s English language skills and ethnic background to ensure that 
the testing and evaluation will be equitable for children of any race or culture. Tests will be given in 
the native language or mode of communication that is most likely to give accurate information on 
what the child knows and can do academically, developmentally, and functionally, unless it is 
clearly not feasible. Upon enrollment in VPA of Nevada, the parent/guardian will complete a 
Language Preference Form to ensure communication and assessments are delivered in the 
student/family’s native language. 

Instructional Programming 

Students enrolled in VPA of Nevada will receive a Free and Appropriate Public Education in the 
Least Restrictive Environment to the maximum extent possible.   

Students determined in need of itinerant or supplemental level of support will access the general 
education curriculum with adaptations and modifications as outlined in their IEP in the general 
education classroom with their typical peers. Special education and general education teachers will 
collaborate to make necessary adaptations and modifications.  Students may receive more intense 
instruction in small groups (with or without general education peers) or one-on-one sessions, 
depending on the specific needs of the student and as described in the student’s IEP.   

Alternative placements are considered when current educational environment is no longer meeting 
the needs of the student and the case conference committee determines that a student needs more 
intensive supports and programming.  Alternative placements can include center-based programs, 
approved private placements and/or home and hospital instruction. Resources to support 
alternative placement options may include collaboration with the student’s resident school district 
and the prospective placement for the student. 

Assistive Technology (AT) 

Assistive Technology is any sort of device that helps those with disabilities have equal access to the 
curriculum. These tools might include recording devices, closed captioning, personal listening 
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devices and special keyboards. If the case conference committee determines that a student needs 
any assistive technology devices or services, VPA of Nevada will provide – at no extra cost to the 
family - the requisite AT, including any item, piece of equipment, or product system, whether 
acquired commercially off the shelf, modified or customized. Students have access to screen 
readers, text readers, dictation and word prediction software, large monitors, alternative keyboards 
and mice, and other AT as specified in the students’ IEP.  

Transition 

The case conference committee will develop a transition plan that will be in effect when the student 
enters 9th grade, becomes 14 years of age, or earlier if the case conference committee determines it 
appropriate. The transition plan will prepare the student to move from school to post-school 
activities including post-secondary education, vocational education, or adult education independent 
or supported employment and, when appropriate, independent living skills or community 
participation. The student will be invited to join and participate in the case conference committee 
meeting.  

Progress Monitoring 

Student progress on annual goals and objectives will be monitored regularly using a variety of 
assessments and reports. The data will be summarized and provided to the parent/guardian 
quarterly throughout the school year unless the case conference committee agrees upon more 
frequent updates. Data collection tools may include rubric scores, curriculum-based assessments, 
tests, portfolios, or fluency probes. Data may also be accumulated during small group or one on one 
instruction. Teachers will collect and analyze the data bi-weekly to ensure the student is on track to 
meet the goal by the annual IEP due date. If the student is not making expected progress on the 
annual goals or objectives, instructional adjustments will be made accordingly in an effort to 
increase progress, such as increased repetition opportunities or the re- teaching of critical skills. 
Related service goals will also be regularly monitored, and a summary included in the quarterly 
report provided to the parent guardian.   

Disproportionality 

VPA of Nevada will collect and examine data regularly to ensure disproportionality is not evident in 
the areas of identification, academic settings and placements, and disciplinary measures. In 
addition to cultural sensitivity and awareness training, the following practices will be implemented 
to ensure students are found eligible for special education services without unjust bias: 

• Evaluations will be administered by trained and licensed personnel 
• More than one single measure or assessment will be used to determine a disability 
• Evaluations will not be discriminatory or racially/culturally biased 
• Evaluations will take into consideration the child’s English language skills, including ethnic 

background 
• Evaluations will be administered in the child’s native language, or mode of communication 

If there is any evidence of disproportionality, the school will review, and revise if needed, all 
procedures and policies that may be contributing. 

Staffing 

VPA of Nevada will ensure that all special education teachers will all have the required state 
licensing as Teachers of Record for students with disabilities.  The school will ensure reasonable 
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workloads for staff supporting students with disabilities, ELL students, gifted students, and other 
at-risk students.  Please reference the budget assumptions for additional details. 

(4) Explain how the school will identify and differentiate to meet the needs of intellectually 
gifted students in a way that extends their learning and offers them unique, tailored 
opportunities. Include information on how staffing will be structured to ensure that gifted 
students are adequately supported. Please note that Nevada law classifies intellectually 
gifted students as eligible for specific support services. How will staffing be structured to 
ensure that gifted students are adequately supported?   

Virtual education offers an approach that can more effectively tailor every child’s education to their 
needs, interests, and capabilities. Gifted and Talented Education (GT) students that meet eligibility 
requirements as defined by Gifted and Talented Education (GATE) and Title I Alternative Gifted 
(TAGS) will thrive at VPA of Nevada. All GT learners will be provided with a challenging and 
appropriately paced curriculum, teacher-led differentiation, enrichment activities and specialized 
instruction, along with accelerated courses. Students will benefit from the advantages of virtual 
gifted education as they will be able to work without the restraints of traditional school classroom 
pacing. The SPED Manager will serve as the GT Coordinator and will work closely with other faculty 
and staff, the parent/guardian, and the Accel curriculum team to ensure a steady flow of 
enrichment activities for gifted students. 
 
Success of intellectually gifted students will be determined by reviewing and assessing relevant 
data, including academic performance on state and benchmark assessments. 
 
Research-based studies conclude that a main consideration in effective education for GT talented 
students is that educators receive dedicated professional development specifically for gifted 
students. Because this is often outside the scope of traditional educator training, teachers must be 
given time to learn and practice strategies (Kim, 201618). Teachers will be provided professional 
development by the GT Coordinator on serving students of high ability specific to grades served, 
identification of domains of ability, differentiating instruction and learning paths, and evaluating 
the student’s success. VPA of Nevada will also partner with RESAs to provide teachers additional 
professional learning and the opportunity to add the gifted certification. 
 
Through these supports, GT students across the K-12 spectrum at VPA of Nevada will be supported 
academically and emotionally and will have the resources and support necessary for the realization 
of their exceptional potential. 

(5) Describe the professional development teachers will receive to ensure high levels of 
implementation of the instructional model and curriculum.  

In order to ensure virtual teachers are best equipped to deliver instruction, according to a 2019 
report, Meeting the Potential of a Virtual Education, professional development must focus on 
“elements such as effective online engagement and communication, and support and develop 
teachers in those areas” (Doyle & Hernandez-Cruz19). To ensure training is effective for teachers, 
Accel will provide VPA of Nevada staff with comprehensive synchronous and asynchronous 
preparation, using the same AMP platform they will use to instruct their students. As teachers are 
hired, they will go through an onboarding process that includes training in understanding and 

 
18 Kim, M. (2016). A Meta-Analysis of the Effects of Enrichment Programs on Gifted Students. Gifted Child Quarterly, 
60(2), 102–116. https://doi.org/10.1177/0016986216630607 
19 Doyle, D. & Hernandez-Cruz, I. (2019). Meeting the potential of a virtual education: Lessons from operators making 
online schooling work. Chapel Hill, NC: Public Impact. Retrieved from https://www.bluum.org/meeting-the-potential/ 
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usage of the AMP and its component pieces including LMS, SIS, and Web Conferencing Platform, 
Curriculum and Assessment Tools, as well as providing support on how to setup their virtual 
classroom. They are also equipped with the skills needed for effective instruction and successfully 
tailoring curriculum to meet individual student needs, ensuring that all learners are given the best 
opportunity to succeed. Ongoing professional development continues throughout the school year 
based on individual teacher needs culled from surveys and instructional observations conducted 
throughout the year, but also known national best practices in K-12 online teaching (NSQOL, 201820 
and NSQOL, 201921). VPA of Nevada and its Accel partner will use the National Standards for 
Quality Online Teaching from Quality Matters to provide a framework for teacher professional 
development efforts. 

Effective professional development is also key to maximize success in improving student 
achievement. All staff will receive numerous hours of professional development related to student 
engagement, boosting achievement, Social Emotional Learning (SEL), working with subgroups, and 
other topics - all as they are encountered in the online environment. Professional development will 
be provided using both in-person and online modalities. Along with participation in monthly online 
professional learning communities, staff will be trained in differentiated instruction, enabling them 
to identify students’ learning styles and to create learning activities compatible with the students’ 
needs. At the same time, the staff will be trained to use various assessments and how to interpret 
those results to personalize instruction based on individual student needs. The Head of School and 
eventually the Principal will be responsible for the annual professional development plan and will 
work with Accel Schools’ Senior Director of Operations to create it. 

Annual Training of Staff 

VPA of Nevada will provide annual professional development related to English Language 
Development for all personnel as part of the school’s professional development plan. VPA of Nevada 
will also pursue technical support and staff training offered through the Department of Education. 
Trainings will occur at the start of each school year and will be delivered by a certified ESOL 
professional. A sign-in procedure will be utilized to ensure all staff attend the mandatory training 
annually. If staff are hired during the school year, VPA of Nevada will ensure that the training will be 
part of the onboarding process. 

(6) If the proposed charter school intends to include a vocational or career and technical 
education program, provide a description of the career and technical education program 
that will be implemented by the charter school. 

This school will not serve students in high school, so this question is not applicable. 

PROGRAMS OF DISTANCE EDUCATION (Distance Education Applicants Only) 
A charter school that wishes to provide distance education (online, virtual, cyber, etc.) 
courses and/or programs (NRS 388.820-388.874 and NAC 388.800-388.860) must submit a 
distance education application to the Nevada Department of Education prior to or in 
conjunction with its application to the SPCSA.  For applicants who do not propose to offer a 
program of distance education, please provide a brief statement explaining that the 
questions in this section are not applicable. 

 
20 NSQOL. (2018).National Standards for Quality Online Teaching. Https://Www.Nsqol.Org/Wp-
Content/Uploads/2019/02/National-Standards-for-Quality-Online-Teaching.Pdf. 
21 NSQOL. (2019). National Standards for Quality Online Programs. https://www.nsqol.org/wp-
content/uploads/2019/02/National-Standards-for-Quality-Online-Programs.pdf 
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(1) Describe the system of course credits that the school will use. 

 A distance education application will be submitted to the Nevada Department of Education, but a 
system of course credits is not required since the school will not serve high school students.  

(2) Describe how the school will monitor and verify the participation in and completion of 
courses by pupils. Please include an explanation as to how the proposed school will 
document and monitor student attendance to ensure meaningful participation in courses.  

In order to monitor and verify student participation and course completion, and otherwise support 
student engagement, peer interactions will be hosted within small and large virtual classroom 
settings, ensuring meaningful engagement through individual attention, increased participation, 
and better communication. The AMP system offers teachers feedback on student engagement and 
activity within courses, and the offline tracking system allows learning coaches and students to 
enter additional time spent on learning away from the computer, whether assigned by the 
instructor or not. Examples may include when the teacher or parent/guardian is working with the 
student on flashcards or additional dedicated student reading time. These and other tools available 
through the AMP system ensure that teachers monitor and verify student attendance and 
engagement as a key metric for academic success. The illustrations below present how the AMP 
system presents attendance and engagement that the student, teachers, and parents have access 
daily.   
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(3) Describe how the school will ensure students participate in assessments and submit 
coursework.  

The VPA of Nevada Board has developed a detailed plan for monitoring student coursework, 

tracking student attendance, and ensuring student participation in assessments. VPA of Nevada’s 

Operations Manager will be the school’s State Testing Coordinator beginning in the first year of 

operation. The State Testing Coordinator will participate in all required professional development. 

The Testing Coordinator will also be responsible for testing security and administration and will 

work closely with the Head of School and Accel School Operations and Technology Team to ensure 

that all school state testing locations are properly set up for online administration of the 

assessments. The school will strive to ensure that no family is required to drive more than 50 miles 

from their home for their student to participate in state testing. One benefit of virtual schooling is 

the fact that it allows for more continual monitoring of students’ engagement in and completion of 

all work and assessments. VPA of Nevada’s State Testing Coordinator will also support teachers in 

ensuring that all of their students are tested. The Testing Coordinator will work with the AMP 

systems team to create a state testing participation tracking tool so that the school can track which 

students have completed their testing by grade level and subject. The Testing Coordinator will also 

ensure that all test security procedures will be followed throughout all test administrations. 
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All students will take all state-mandated assessments, and equal access to testing will be provided 

for students with disabilities. Parents/Guardians will be provided information on each of their 

student’s required state tests for that school year and will be asked to commit to a state testing site 

early. This will allow the school to plan properly for the number of tests by location and ensure that 

the parents/guardians are able to plan for transportation to/from the testing sites. The school 

handbook will also provide a list of required state assessments. Teachers will also communicate 

with their students and parent/guardians about positive aspects of assessment, reinforcing the 

importance and value of their student’s participation.   

VPA of Nevada will empower students to operate from a place of responsibility and academic 

integrity regarding their submitted coursework. To ensure that students are responsible for 

submitting their coursework, the school will first ensure that parents/guardians are aware of their 

involvement expectations to work together in a combined and cohesive effort with the school in 

order to support the success of their student. For younger students and those new to a virtual 

environment, parents/guardians must recognize that they have an important role not only to 

oversee and encourage, but to guide students, sometimes step-by-step, through their daily 

expectations. As students adjust, they may encounter struggles with the online setting or 

submission process. VPA of Nevada is aware of this adjustment period, and will encourage students 

to lean on their teachers, advisors, counselors, success coaches, and tutors in order to help them 

succeed. As students become more confident in their coursework approach, VPA of Nevada staff 

will expect that they are responsible for submitting their coursework in a timely manner, and that 

they maintain academic integrity in the completion of all assignments. Per the engagement protocol 

and the response to intervention methods, and because of the nature of the AMP system, 

instructors will know on a day-by-day basis which students are falling behind, failing to submit 

their coursework, or not attending sessions. These students will be identified and served with both 

engagement and RtII interventions in order to keep them on track.  The AMP tracks daily, weekly, 

and monthly progress driven by real time data in the following ways: 

• Monthly Grade Level Student Activity by Activity Stream 
• Activity Hours by Month and Grade 
• Student Activity Detail 
• Daily Student Level Data by Event 
• Students Inactive for 24 Hours 
• Students Inactive for 48 Hours 
• Students Inactive for Previous 7 Calendar Days 
• At Risk Engagement Previous 5 Schools Days 
• Student Weekly Activity Summary by Course, Teacher, Activity 
• Student Last Login by Class 
• Students with no Course Level Login Past 3 Days 

 
 

(4) Describe how the school will conduct parent-teacher conferences.  

VPA of Nevada will execute a detailed and comprehensive plan prioritizing ongoing communication 
with parents, including parent-teacher conferences, regular e-mail communication regarding 
coursework, student activities, field trips, and events newsletters, and the like. 
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Contact with the parent and students will occur in various manners including electronic (email), 
verbal (phone/video) and in-person meetings. Parent/teacher conferences, IEP meetings, and other 
necessary meetings between parents and VPA of Nevada faculty will be conducted through 
video/audio conferencing tools. 

While opportunities for parent-teacher conferences will be provided quarterly, teachers and/or 
parents may request a meeting to discuss student progress at any time throughout the school year. 
Quarterly conferences will include students and will be organized in a manner that emphasizes the 
academic and emotional success of the child and will include any adults that can provide support 
for the student. The quarterly conferences will be virtual, and the expectation will be that parents 
will participate in these conferences. During each meeting, teachers will concentrate on continuous 
improvement in the academic core areas, addressing engagement concerns, if applicable, and 
evaluating whether additional services such as RtII, referral for SPED testing, etc. are needed. 
Parents will be made aware of available time slots for quarterly conferences and will use a sign-
up/scheduling tool (such as PTC Fast, Sign Up Genius, etc.) to select their desired time. Conferences 
will occur via phone or a web conferencing tool.  

(5) Describe how the school will administer all tests, examinations or assessments required 
by state or federal law or integral to the performance goals of the charter school in a 
proctored setting.  

VPA of Nevada Board has selected Accel, in no small part, for the wide range of assessment and data 
collection techniques that are embedded throughout a student’s academic journey. A strong 
assessment plan is the cornerstone of any successful instructional program. Accel Schools 
implements numerous assessment tools for students and would propose the following for VPA of 
Nevada to determine student educational needs and measure improvement in performance over 
time. In order to verify curricular alignment, ensure instructional efficacy, and monitor student 
learning, schools must employ a balanced assessment system that includes several types of testing 
methods to determine what students are learning, how teachers are teaching, and what 
instructional and curricular decisions must be made with regard to scaffolding, alignment, 
adjustments, and interventions. In a balanced assessment program, school leaders plan for 
diagnostic, formative, interim and summative assessments. In this way, assessment results provide 
identification of students in need of intervention, feedback to teachers about instructional practice, 
and verification of curricular strengths and weaknesses. 
 
Assessment System 

The Accel School Operations and Technology Team will ensure that all school state testing locations 
are properly set up for online administration of the assessments. The school will strive to have no 
family travel more than 50 miles from their home for their student to participate in state testing. 

All students will take state-mandated assessments and have equal access to testing will be 
provided for students with disabilities. Parents/Guardians will be provided information on 
each of their student’s required state tests for that school year and will be asked to commit 
to a state testing site early. This will allow the school to plan properly for the number of 
tests by location allow the parents/guardians to plan for transportation to/from the testing 
sites. The school handbook will also provide a list of required state assessments. Teachers  
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will communicate with their students and parent/guardians about the positive aspects of 
assessment that reinforce the importance and value of their student’s participation.  Tests 
will be administered by state-certified VPA of Nevada teachers, supplemented by state-
certified contractors if or when needed.  

(6) Describe the support that will be available to each pupil, in his or her home or 
community, including the availability and frequency of interactions between the 
pupil and teachers.  

Optional opportunities for in-person meetings and interactions include field trips and 
community events, such as back-to-school picnics and meet the teacher events. Teachers in 
grades K-5 will be asked to plan 1-2 field trips a semester. These field trips will be for any 
students in the appropriate age groups (based on the location/topic of the field trip) who 
would like to attend. If space is limited, sign-ups will be first come, first served until all 
spaces are taken. Back-to-school picnics will be scheduled before the start of the school 
year and will be scheduled to occur throughout the state so that all families have the 
opportunity to attend a picnic not far from their homes. Similarly, “meet the teacher” 
events will occur throughout the school year and will include any students living the 
vicinity of the event.  

(7) Describe the criteria pupils must meet to be eligible for enrollment at the proposed 
charter school for distance education and the process for accepting pupils. 

Each year, VPA of Nevada will announce its open enrollment period for any Nevada 
parents/guardians or guardians who would like to submit an application for their student(s). These 
outreach activities will be conducted statewide via multiple marketing pathways. 

If the number of applicants exceeds the capacity of the school, class, or grade level, VPA of Nevada 
will conduct a random selection lottery after first granting enrollment preferences for a sibling of a 
current student enrolled in the school. 

As a statewide school, VPA of Nevada will admit any and all students who reside in the state, 
provided there is capacity to serve that student’s grade level per the annual enrollment goals for 
each year. All students are welcome.   

Enrollment Process:  

1. A parent or legal guardian should complete the digital Application for Admission to VPA of 
Nevada to be considered in the lottery process.  

2. Open enrollment occurs each year from March 1 – March 18.  

3. Applications submitted up to the announced enrollment decision date will be reviewed by a 
designee for completeness, legal residence, and age/grade of student. Incomplete application 
forms will not be considered.  

4. Any student who is a resident of Nevada and who will be entering kindergarten through 8th 
grade is eligible for the lottery. 
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5. A child must be five (5) years of age on or before September 1 in the school year enrollment 
is being applied for kindergarten.  

6. Notification of the lottery will serve as public notice of an official meeting, even if no action(s) 
are anticipated to be taken by members of the Board at the time of the lottery.  

7. If an enrollment lottery is required, the following guidelines will apply:  

a. Applicants will receive confirmation of being in the lottery, and the date, time, and 
place of the lottery.  

b. The lottery will be conducted by a designee and be overseen by a delegated member 
of VPA of Nevada’s Board.   

c. On the day of the lottery, the lottery official will check to assure all applicant student 
names are appropriately included in the random selection process.  

d. The lottery will begin by selecting applicants at the highest grade level. The process 
will continue to work backwards through grade levels until kindergarten is complete.  

e. Once an applicant is selected, enrollment of that student is assumed for the remainder 
of the lottery process.  

f. The designee will monitor selections to ensure grade levels are not overenrolled.  

g. Any applicant student who is not offered enrollment will be placed on a waitlist. 

8. Once the lottery is complete, applicants will be notified by the designee of their status.  

9. Digital registration will be made accessible to applicants who received enrollment offers in 
the lottery process. Families will have two weeks to complete the registration accurately and 
thoroughly, including the submission of all compliance related documentation.  

10. Registrations that are not completed within the designated time, or applicants that cannot 
produce appropriate priority information, will forfeit enrollment offers.  

11. Seat placement determinations are made following receipt of the completed, compliant 
registration.  

12. If the number of lottery applications does NOT exceed seats available, parents/guardians that 
have submitted a lottery application have 1 week to complete registration.  At the end of that 
week, the registration opens to the public and school enrolls until capacity.  

13. As openings occur post lottery, applicants on the grade level waitlist will be contacted in the 
established order. Registration process access will be provided. Completion of the 
registration process is expected in two weeks order to prompt a seat placement 
determination.  

14. VPA of Nevada will continue to enroll students using this process until the established 
enrollment number is met and maintained.  

15. A provision shall be made for the children with a sibling enrolled at VPA of Nevada.  If a child 
must be placed on a waitlist due to capacity issues, the child with an enrolled sibling will be 
granted priority.  

Waitlist: The waitlist is the ordered list of applicant students without enrollment offers. The waitlist 
for each school year is initiated through the lottery process. Once all available enrollment 



 

Virtual Preparatory Academy of Nevada - Page | 40   

opportunities are offered, the remaining applicant students will be added to the waitlist in the order 
drawn. The waitlist remains active through the academic year. The waitlist for a given year is not 
carried over to the next school year. A new enrollment application is required for each school year 
for which a student is seeking a new enrollment. 

PRE-KINDERGARTEN PROGRAMS  
A charter school that wishes to provide pre-kindergarten services to students who will later 
enroll in its K-12 programs must apply separately to the Nevada Department of Education to 
offer education below the kindergarten level following charter approval. Approval to offer 
pre-kindergarten cannot be guaranteed.  Consequently, revenues and expenditures related 
to pre-kindergarten should not be included in the initial charter application budget. Please 
note that state-funded pre-kindergarten programs are not directed through the state 
Distributive Schools Account for K-12 education.  In addition to a limited amount of state 
pre-kindergarten funding available through the Department of Education, the SPCSA is also a 
sub-recipient of a federal grant to expand early childhood services in certain high-need 
communities through programs approved by NDE.  Applicants are encouraged to review 
resources available at http://www.doe.nv.gov/Early_Learning_Development/.  For 
applicants who do not propose to offer pre-kindergarten, please provide a brief statement 
explaining that the questions in this section are not applicable. 

(1) Identify whether the school plans to offer pre-kindergarten in the first year of operation 
or any subsequent year of the charter term.   

VPA of Nevada does not intend to serve pre-kindergarten, so this question is not applicable. 

(2) Identify whether the school will offer fee-based pre-kindergarten services.  If the school 
does plan to offer fee-based pre-kindergarten, explain how the school will ensure that 
parents will be informed both initially and on an ongoing basis that both state and federal 
law preclude a K-12 charter school from giving admissions preference to students to whom 
it has previously charged tuition.   

VPA of Nevada does not intend to serve pre-kindergarten, so this question is not applicable. 

(3) Describe the school’s plans for ensuring that the pre-kindergarten program aligns with 
the mission, vision, and program of the school’s other grades and meets all other state 
requirements.   

VPA of Nevada does not intend to serve pre-kindergarten, so this question is not applicable. 

(4) Explain how the school’s proposed pre-kindergarten program may meet the federal pre-
kindergarten expansion grant criteria. 

VPA of Nevada does not intend to serve pre-kindergarten, so this question is not applicable. 

PROMOTION AND HIGH SCHOOL GRADUATION REQUIREMENTS  
Please note that high schools approved by the SPCSA will be required to meet or exceed 
Nevada graduation requirements.   

(1) Explain how students will matriculate through the school (i.e., promotion/retention 
policies) and how stakeholders will be informed of these standards. 
VPA of Nevada does not intend to serve high school students, so this question is not applicable. 
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(2) For schools proposing a high school program, explain how the school will meet state 
graduation requirements.  Describe how students will earn credit hours, how grade-point 
averages will be calculated, what information will be on transcripts, and what elective 
courses will be offered.  If graduation requirements for the school will exceed those required 
by the State of Nevada, explain the additional requirements.      
VPA of Nevada does not intend to serve high school students, so this question is not applicable. 

(3) For schools proposing a high school program, explain how the graduation requirements 
will ensure student readiness for college or other postsecondary opportunities (e.g., trade 
school, military service, or entering the workforce).   
VPA of Nevada does not intend to serve high school students, so this question is not applicable. 

(4) Explain what systems and structures the school will implement for students at risk for 
retention and/or dropping out and/or not meeting the proposed graduation requirements, 
including plans to address students who are overage for the grade level. For high schools, 
describe your plans to support students needing to access credit recovery options.  
VPA of Nevada does not intend to serve high school students, so this question is not applicable. 

DUAL-CREDIT PARTNERSHIPS 
High schools approved by the SPCSA will be expected to enter into cooperative agreements 
with one or more community colleges, state colleges and universities to offer dual credit 
courses per NRS 389.310.    For applicants who do not propose to operate a high school 
program during the initial charter term, please provide a brief statement explaining that the 
questions in this section are not applicable. 

(1) Discuss the scope of the services and resources that will be provided by the college or 
university.  

VPA of Nevada does not intend to serve high school students, so this question is not applicable. 

(2) Describe the proposed terms of the relationship between the charter school and the 
college or university including 

(a)  proposed duration of the relationship and the conditions for renewal and 
termination 

(b) the manner and amount that the college or university will be compensated for 
providing such services and resources, including, without limitation, any 
tuition and fees that pupils at the charter school will pay to the college or 
university 

VPA of Nevada does not intend to serve high school students, so this question is not applicable. 

(3) Describe the manner in which the college or university will ensure that the charter 
school can effectively monitor pupil enrollment and attendance and the acquisition of 
college credits.   
VPA of Nevada does not intend to serve high school students, so this question is not applicable. 

(4) Identify any employees of the college or university who will serve on the governing body 
of the charter school. 
VPA of Nevada does not intend to serve high school students, so this question is not applicable. 

(5) Provide as Attachment 2, a draft memorandum of understanding between the charter 
school and the college or university through which the credits will be earned and a term 
sheet confirming the commitment of both entities to the specific terms outlined in this 
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charter application.  If the school is not planning to provide a dual-credit program, please 
upload an attestation explaining that this request is inapplicable.   
VPA of Nevada does not intend to serve high school students, so this question is not applicable. 

DRIVING FOR RESULTS 
The SPCSA will evaluate the performance of every charter school annually, and for renewal, 
replication, and replacement (restart or reconstitution) purposes according to a set of 
academic, financial, and organizational performance standards that will be incorporated 
into the charter agreement and measured by the SPCSA Charter School Performance 
Framework, the Nevada School Performance Framework adopted by the Nevada Department 
of Education, and applicable law and regulation. The academic performance standards 
consider status, growth, and comparative performance based on federal, state, and school-
specific measures. The financial performance standards are based on standard accounting 
and industry standards for sound financial operation. The organizational performance 
standards are based primarily on compliance with legal obligations and state law and 
regulation and SPCSA policies, including fulfillment of the governing board’s fiduciary 
obligations related to sound governance.  

Applicants are expected to propose additional mission-specific goals to complement or 
supplement, but not supplant, the SPCSA’s performance standards with school-specific, 
mission-driven academic, financial, or organizational goals.  All such indicators, measures, 
and metrics are expected to be rigorous, valid, and reliable.   

Describe the mission-specific academic goals and targets that the school will have.  State 
goals clearly in terms of the measures or assessments you plan to use and describe the 
process by which you will determine and set targets.  

(1) In the table below, outline the clearly measurable annual performance and growth goals 
that the school will set in order to meet or exceed SPCSA expectations as outlined in the 
SPCSA Academic Performance Framework indicators and to meet state expectations for 
student academic growth in accordance with the Nevada School Performance Framework 
(NSPF) adopted by the Nevada Department of Education. You may add or delete rows as 
needed.  Also: 

(a) Describe your presumed baseline and explain how it was set. 
The baseline targets were determined by reviewing the Nevada Accountability Portal data for the 

at-risk district of Clark County. According to the most recent available data for Clark County from 

school years 2015-16, 2016-17, 2017-18, and 2018-19, ELA and Math proficiency data is captured 

below. The first chart is statewide data, and the next two charts are disaggregated by ELL and FRL 

student scores. To reach a baseline level, the ELA scores and Math scores were averaged in each 

category for Clark County. 

An additional point of data to be considered is chronic absenteeism, as this is a major contributing 

factor to student success. The state reflected in the most recently available year of data, the 2018-

2019 school year, the chronically absent rate for Clark County school students was 21.9 while the 

State of Nevada was 18.8.  
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 Clark County Proficiency  State Level Proficiency  

 ELA Math  ELA Math 

2015-2016 46.3 31.4 46.6 32.7 

2016-2017 46.5 32.9 46.2 34.0 

2017-2018 47.4 36.1 47.3 36.6 

2018-2019 48.3 36.6 48.5 37.5 

 

 ELL students 

 Clark County Proficiency  State Level Proficiency  

 ELA Math  ELA Math 

2015-2016 17.5 14.7 17.0 14.4 

2016-2017 14.1 13.3 13.1 12.9 

2017-2018 16.0 15.4 15.2 14.7 

2018-2019 16.6 15.1 15.8 14.6 

 

 FRL students 

 Clark County Proficiency  State Level Proficiency  

 ELA Math  ELA Math 

2015-2016 36.3 22.8 35.3 22.8 

2016-2017 37.7 25.6 36.0 25.0 

2017-2018 39.3 28.6 37.8 27.6 

2018-2019 40.8 29.3 39.3 28.4 

 

(b) Articulate how the organization will measure and evaluate academic progress 
– of individual students, student cohorts, sub-groups, campuses (for invited 
multi-site applicants), and the entire school – throughout the school year, at 
the end of the academic year, and for the first three years of operation.  

The school will employ a balanced assessment system including the following types of assessments: 
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• Diagnostic - to measure students’ knowledge and skills before instruction 
• Sample assessment tool: iReady 

• Interim/Benchmark - to measure progress toward academic goals and standards 
• Sample assessment tools: iReady, Locally Designed Common Mock Assessments, 

Short Cycle Assessments 
• Course Level Formative - to adjust instruction based on student progression toward 

learning targets 
• Sample assessment tools: course embedded assignments, quizzes, unit tests 

• Summative - to measure student mastery of standards and provide for data driven 
instructional decision making 

• Sample assessment tools: NV Required State Assessments such as Smarter Balance, 
course level summative tests 

As a part of the balanced system, the school will divide assessments into two areas: (1) assessment 

for learning and (2) assessment of learning. This division will not only assist with the evaluation of 

student learning but also the modification of curricular choices and pedagogy as the school matures 

over time in educational delivery. 

In creating the school’s annual assessment calendar the school team will work with the Accel 

Curriculum and Assessment team and the Accel School Operations team to delineate the purpose of 

each assessment, the assessment tool to be used, the manner in which the selected tool supports 

the  purpose of the assessment, the population to be tested, the frequency and timing of each 

assessment, and the follow up actions school staff will take once the assessment data is available 

(for example use of data during Data Informed Instructional Cycles).year, at the end of the academic 

year, and for the first three years of operation. 

Each year the Head of School and Principal will work with teachers and administrators to create the 

school’s Data Informed Instruction Plan. This plan will be created once the school Assessment Plan 

has been finalized and will take into consideration the points at which data will be available from 

each assessment. The Data Informed Instruction Plan will detail in what groups teachers and school 

leaders will meet to discuss data, and at what frequency (at least bi-weekly meetings are 

recommended). The plan will define a school-wide data protocol to be utilized to guide review of 

the data, interpretation of the data, and determination of follow up actions. Specific data to be 

reviewed at each meeting will be informed by the assessment calendar. For example, in September 

teachers might be focused on reviewing data from the diagnostic assessment taken by students in 

the beginning of the school year, in November short cycle assessment and course level data might 

be the focus of review as the first quarter draws to a close, and in January teachers might be focused 

on reviewing data obtained in the Common Mock assessment as they get closer to the start of state 

testing. 

During these conversations data will be reviewed through multiple lenses:  
• Proficiency and growth data 
• Individual student level data 
• Grade level or grade band data trends  
• Subject area trends 
• Data by teacher 
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• Data disaggregated by student sub-group 
• Item level analysis 
• Standards level analysis 

Notes and action plans will be captured during each meeting and placed in a shared digital space for 

relevant stakeholders to access. 

When evidence of student growth and/or proficiency gains is not present in student outcome data 

further analysis must occur to determine the root cause. Existing data protocols will be applied to 

review the available data. Significant differences between teachers teaching the same content with 

the same curriculum may indicate a difference in educator effectiveness or implementation of 

pedagogical methodology. In this case teacher observation, feedback, and coaching should be 

utilized to support less effective teachers in implementing improved practices. When skill deficits 

are present across student cohorts regardless of differences in teacher or curriculum this may 

indicate an issue with the core curriculum or teacher practices. In this case curriculum resources 

and instructional practices must be reviewed to determine if a supplemental resource can be 

utilized to address specific skills or standards, instructional schedules or models should be adjusted 

to provide more instruction or instruction of a different type, or if a particular teaching strategy can 

be employed to strengthen student understanding of the skill. Action plans developed in data 

meetings should be informed by the suspected root cause of the issue. 

Goal 

Aligned to 
SPCSA 
Framework, 
NSPF or 
Both? 

Evaluation Tool 
and Frequency 

Baseline 
2022
-23 

2023
-24 

2024-
25 

Students will outperform 
Clark County ELA 
proficiency scores. 

Both 
Smarter Balanced 
Assessment:  1 time 
at End of year 

47% 57% 67% 77% 

Students will outperform 
Clark County Math 
proficiency scores. 

Both 
NWEA/i-Ready: 3 
times per year (Fall, 
Winter, Spring) 

34% 44% 54% 64% 

ELL students will 
outperform Clark County 
ELA proficiency scores. 

Both 
Smarter Balanced 
Assessment:  1 time 
at End of year 

16% 26% 36% 46% 

ELL will outperform Clark 
County Math proficiency 
scores. 

Both 
Smarter Balanced 
Assessment:  1 time 
at End of year 

15% 25% 35% 45% 

FRL students will 
outperform Clark County 
ELA proficiency scores. 

Both 
Smarter Balanced 
Assessment:  1 time 
at End of year 

39% 49% 59% 69% 

FRL students will 
outperform Clark County 
Math proficiency scores. 

Both 
Smarter Balanced 
Assessment:  1 time 
at End of year 

27% 37% 47% 57% 

Students will maintain a 
lesser rate of chronic 
absenteeism than Clark 
County schools. 

Both Attendance reports 18 16 14 12 
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(2) In addition to mandatory state testing, identify the primary interim academic 
assessments the school will use to assess student-learning needs and ensure progress 
towards SPCSA and state proficiency targets and describe how they will be used.  

Incoming Assessment – All new students will be assessed for learning readiness using a computer 
adaptive, nationally normed test. The results from this initial assessment will assist teachers in 
developing a personalized plan for each student using Nevada Standards of Excellence. 

Ongoing Assessments – Once a student is enrolled at VPA of Nevada and has finalized his/her 
personalized plan with an advisor, the student will participate in a variety of performance 
assessments over to time to monitor their progress and modify their academic program keeping 
them on track for academic success. These assessments include short cycle and course level 
assessments, as well as computer adaptive Nationally Normed Assessments. The assessments are 
taken three times per school year by all students. Baselines (incoming assessment) are established 
the first month of the school year. Once a baseline has been established, performance is also 
measured in the winter and spring. State tests taken include: 

• Grades PK-K: The Brigance Early Childhood Screens III 
• Grades K-3: Measures of Academic Progress (MAP) 
• Grades 3-8: Smarter Balanced Assessment (SBAC) 
• Grades 5 & 8: Science 
• Grades 7-8: End of Course Examinations (EOC) 
• Grades 3-8: Nevada Alternate Assessment (NAA) 
• Grades K-8: English Language Proficiency Assessment (WIDA) 
• Grades 4 & 8: National Assessment of Educational Progress (NAEP) 

 
The chart below illustrates the assessments used to monitor student performance. 

Assessment Type Platform/Tool 

Local Benchmark/Diagnostic (Computer 
Adaptive Nationally Normed) 

iReady  

Incoming Assessment iReady  

Short Cycle Assessments  

(Progress Monitor) 

iReady (K-8) and MasteryConnect (K-12) 

Reading Fluency DIBELS   

Classroom Assessments iReady Standards Mastery, MasteryConnect, 

Course assessments 
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State of Nevada Summative Assessments Brigance, MAP, SBAC, Science, EOC, ACT, NAA, 
WIDA, NAEP 

 

(a) How will you support teachers in developing embedded assessments and 
checks for understanding in order to ensure that instruction meets student 
needs? 

 

Short-cycle assessments (“SCAs”) have been created by the curriculum team.  Each SCA has 
been fully aligned with one state standard, as well as with the school’s curriculum, and is 
designed to be assessed over a multi-week, pretest/posttest cycle.  These tests have already 
been input into our assessment platform, MasteryConnect, so that the teacher needs only to 
activate the test in the platform and make it available in the classroom for students.   

 

The teacher gives the pretest at the beginning of the corresponding unit, before teaching the 

standards-based lessons, in order to assess prior student knowledge.  The posttest is given at the 

end of the multi-week instructional period to measure student growth and progress toward 

mastery.  The teacher and Curriculum and Assessment team track student progress and 

performance on each standard using MasteryConnect’s data tools and trackers (see examples 

below). 
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(b) Explain how you will know that your proposed interim assessments are valid 
and reliable indicators of progress.  Explain how these interim assessments 
align with the school’s curriculum, performance goals for the school and the 
SPCSA, and state standards. 

 

Standards-aligned checks for understanding are also built into the curriculum by the vendor.  

Teachers utilize these checks for understanding as part of their asynchronous lesson assessments 

and gather data on student learning utilizing the data tools in the LMS (see example below). 
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In addition to the SCAs and vendor-created checks for understanding, teachers will use 

supplemental curricula activities, including iReady, IXL, and Newsela lessons and activities, to check 

for student understanding.  The Curriculum and Assessment Team has created an Enhancements 

database which assists teachers in finding standards- and curriculum lessons-aligned supplemental 

content from these and other supplemental vendors to further assess student understanding. 
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Teachers will also utilize informal formative assessment opportunities during live instructional 

sessions. Students may be asked to show their work on the shared whiteboard, complete a survey 

style exit ticket, or detail their thinking on an item using the chat or microphone.  

Student performance and progress towards standards mastery will be continually monitored at 
the school level through a defined cycle of data review and data meetings. Each year the Head of 
School and Principal will work with teachers and the assessment team to create the Schools Data 
Informed Instruction Plan. This plan will be created once the school Assessment Plan has                                                                                                                                           been 
finalized and will take into consideration the points at which data will be available from each 
assessment. The Data Informed Instruction Plan will detail in what groups teachers and school 
leaders will meet to discuss data, and at what frequency (at least bi-weekly meetings are 
recommended). The plan will define a school-wide data protocol to be utilized to guide review of 
the data, interpretation of the data, and determination of follow up actions. Specific data to be 
reviewed at each meeting will be informed by the assessment calendar. For example, in September 
teachers might be focused on reviewing data from the diagnostic assessment taken by students in 
the beginning of the school year, in November short cycle assessment and course level data might 
be the focus of review as the first quarter draws to a close, and in January teachers might be 
focused on reviewing data obtained in the Common Mock assessment as they get closer to the start 
of state testing. 

During these conversations data will be reviewed through multiple lenses:  

• Proficiency and growth data  
• Individual student level data  
• Grade level or grade band data trends  
• Subject area trends 
• Data by teacher  
• Data disaggregated by student subgroup 
• Item level analysis 
• Standards level analysis 

Notes and action plans will be captured during each meeting and placed in a shared digital 
space for relevant stakeholders to access. 

The school level data review cycle works hand-in-hand with the Curriculum and Assessment 

Team’s Curriculum Data Strategy.  This plan monitors student performance on SCAs and looks at 

supplemental curriculum usage to identify curriculum gaps/needs, areas of instructional need, and 

patterns of supplemental usage as it relates to student performance. 
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(c) Describe the corrective actions the school will take if it falls short of student 
academic achievement expectations or goals at the school-wide and classroom 
level.  Explain what would trigger such corrective actions and who would be 
responsible for implementing them.   

 

Earlier in this document we detailed the creation of a school level Assessment Plans and a Data 

Informed instruction Plan. When these two plans are implemented effectively school staff will have 

an ongoing understanding of exactly where students are measured against achievement 

expectations and will be making continuous improvements and adjustments to respond to data. If 

those adjustments do not result in achievement gains and more intense corrective actions need to 

be taken, it will be the responsibility of the Head of School, working with cross-functional 

department leaders, to identify and implement the needed actions.  

When goals are not met at the classroom level, even after the leader has implemented the ongoing 

observation and feedback cycle and worked with the teacher on collaboratively set goals, corrective 

action will focus on teacher performance improvement. The instructional leader will work with the 

teacher to identify areas for instructional growth and strategies for improving student 

achievement. A performance improvement plan will be created and will note specific goals of 

improvement for the teacher, as well as detail supports to be provided by the instructional leader. 

The leader will then provide ongoing support to the teacher throughout the period the plan is in 

place and monitor teacher and student progress towards meeting these goals. At the end of the 

growth plan the leader will evaluate the success of the plan, determining whether the goals have 

been achieved, whether specific progress has been made, or whether little to no progress has been 

made. The leader will then determine whether the plan should be closed as successfully completed, 

continued and/or modified, or closed due to teacher failure to make progress towards the goals. If 
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the teacher fails to make adequate progress additional corrective actions will be taken by school 

administration.  

If the performance of the school’s instructional leader is of concern the Head of School will 

implement a performance process like the one described above for teachers and will ultimately 

determine if the leader is making progress towards established goals or if additional corrective 

actions, such as termination, may be required.  

If failure to meet goals is more school wide the Head of School will lead the team in creating a 

District Performance Plan (DPP) using the template provided by the Nevada Department of 

Education. This process will include the creation of a planning team to include parents, teacher, 

administrators, and other appropriate school staff. The team will complete a Needs Assessment 

through review of multiple data sources. They will then participate in the inquiry process to 

identify 3 priority goals and create action and monitoring plans for each goal. The Head of School 

will guide the team in implementation of the DPP once created.  

The Board will have the responsibility for evaluation the Head of School’s Performance based upon 

student outcome data and ongoing updates on the DPP implementation. 

(d) Articulate how interim assessments will be used to inform instruction. How 
will teachers and school leaders be trained in their use?  

 

iReady diagnostics will be used to inform instruction by providing baseline data on student 

knowledge and abilities in key Reading (Phonological Awareness, Phonics, High-Frequency Words, 

Vocabulary, Comprehension:  Literature, and Comprehension:  Informational Text) and Math 

(Number and Operations, Algebra and Algebraic Thinking, Measurement and Data, and Geometry) 

domains.  Students will be placed into small groups by the teacher according to how they score in 

these domains and the standards being taught.  iReady provides teacher with suggested groupings 

in order to assist teachers in this process.  The program also shows a grouping description (why 

these students are grouped together), provides detailed information about student needs based 

upon their diagnostic scores, instructional priorities, recommendations for teacher-led instruction, 

and resources. 
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SCAs will be used to inform instruction by providing student-level data on mastery of state 

standards and to determine next steps of remediation, intervention, and extension activities.  

Teachers will be required to participate in synchronous and asynchronous professional 

development opportunities at the beginning of the school year as well as throughout the year. 

These training opportunities will train them in the use of iReady diagnostics and MasteryConnect 

SCAs as well as in data analysis for these platforms.   

(e) Identify specific interim assessments and quarterly performance goals that you 
will use to confirm that the school is on-track to meet ambitious academic goals 
throughout the school’s first year with students. You may add or delete rows as 
needed.  
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Goal Assessment 
Quarter 1 
Goal 

Quarter 2 
Goal 

Quarter 3 
Goal 

Quarter 4 
Goal 

Students will 
achieve an ELA 
proficiency score 
that outperforms 
Clark County 
schools. 

iReady Reading (3x/year), 
ELA Short Cycle 
Assessments (ongoing in 
4–6-week cycles), 
Common Mock assessment 
(1x/year) 

28.5% 38.5% 48.5% 57% 

Students will 
achieve a Math 
proficiency score 
that outperforms 
Clark County 
schools. 

iReady Math (3x/year), 
Math Short Cycle 
Assessments (ongoing in 
4–6-week cycles), 
Common Mock assessment 
(1x/year) 

22% 28.6% 35.2% 44%  

ELL students will 
achieve a Reading 
proficiency score 
that outperforms 
Clark County 
schools. 

iReady Reading (3x/year), 
ELA Short Cycle 
Assessments (ongoing in 
4–6-week cycles), 
Common Mock assessment 
(1x/year) 

13% 16.9% 20.8% 26% 

ELL students will 
achieve a Math 
proficiency score 
that outperforms 
Clark County 
schools. 

iReady Math (3x/year), 
Math Short Cycle 
Assessments (ongoing in 
4–6-week cycles), 
Common Mock assessment 
(1x/year) 

12.5% 16.25% 20% 25% 

FRL students will 
achieve an ELA 
proficiency score 
that outperforms 
Clark County 
schools. 

iReady Reading (3x/year), 
ELA Short Cycle 
Assessments (ongoing in 
4–6-week cycles), 
Common Mock assessment 
(1x/year) 

24.5% 31.85% 39.2% 49% 

FRL students will 
achieve a Math 
proficiency score 
that outperforms 
Clark County 
schools. 

iReady Math (3x/year), 
Math Short Cycle 
Assessments (ongoing in 
4–6-week cycles), 
Common Mock assessment 
(1x/year) 

18.5% 24.05% 29.6% 37% 

Students will 
maintain a lesser 
rate of chronic 
absenteeism than 
Clark County schools 

Daily Attendance Data 16% 16% 16% 16% 

 

 

(3) Describe the process for collecting and storing data, including the information 
system(s) used in addition to the statewide Infinite Campus system. 
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An important addition to individualizing instruction according to student needs is that as students 
progress through the digital curriculum asynchronously, the Accel Management Platform captures 
the results of short cycle assessments in a color-coded mastery dashboard against the Nevada 
standards, equipping teachers with the immediate data needed to provide synchronous instruction.  

The Virtual Preparatory Academy instructional model plans synchronous instruction as a chance to 
add instructional value above and beyond what is already available in the asynchronous model. 
Teachers use data to determine which students need one-on-one direct instruction or small 
learning groups in order to both differentiate and tailor instruction to students’ real-time needs. In 
these live sessions, teachers focus on targeted instruction and application of content. 

(4) How will the school monitor for disparities in academic performance between student 
groups? What actions with the school take to address identified disparities? 

Using our two-week progress monitoring data, we will be able to see which students are struggling 

with standards and foundational skills. We will also use data from our supplemental programs that 

help demonstrate progress toward mastery.  Teachers, in conjunction with building leaders, will 

look for students who are showing less progress than those in their grade level to determine 

movement within the response-to-intervention tiered model.  

As disparities are identified, teachers will meet once a week to create a plan of action for those 

students based on their individual needs from the data collected.  

AT-RISK STUDENTS AND SPECIAL POPULATIONS 
Pursuant to State and federal law, SPCSA schools are required to serve the needs of all 
students in special populations.   

The SPCSA operates under the following principles with regards to special populations of 
students: 

1.  SPCSA schools serve all eligible students.  SPCSA schools do not deny the enrollment 
of any student based on needs or disability. 

2. SPCSA schools are to ensure streamlined access for all students requiring special 
programs. 

3. SPCSA schools develop programs to support the needs of their students.  
4. SPCSA schools do not counsel or kick any students out. 
5. SPCSA schools utilize best practices to expose students to the most inclusive 

environments appropriate. 
6. If necessary, an SPCSA school is responsible for developing more restrictive 

placements to meet the needs of the highest need students, including but not limited 
to clustered placements in consortium with other charter schools.  

7. SPCSA schools are responsible for providing high functioning, trained special 
education teams, which focus on student advocacy and high expectations.  IEP teams 
(including school’s leadership) make placement decisions at IEP meetings. Decisions 
are made based on evidence/data to support what is best for the student.   

At-Risk Students 

(1) How do you define “at-risk” students? What are the methods for identifying at-risk 
students through academic and behavioral processes? 
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At-risk students are defined as those who are not fully engaged and as such may fall short of 
meeting learning targets. Disengaged and chronically absent students are often the most at-risk of 
missing academic goals, as research has found that there is a “negative relationship between school 
absences and achievement” (London, et. al., 201522). VPA of Nevada is committed to serving the 
needs of at-risk students and responding to early signs of students’ behavioral needs through 
positive intervention and restorative justice practices. 

Students in the free and reduced lunch population and those living in areas with the highest 
chronically absentee rate are one defined subgroup of at-risk students. These students will be 
identified by using the Needs Assessment data showing which areas include the most at-risk 
students in which we can target.  

Targeted students who are identified as chronically absent will be tracked and offered additional 
academic support to re-engage in the learning environment. A personalized learning environment 
that provides relevant material coupled with rigor will provide a more engaging environment for 
students. 

At-risk learners also include students with poor academic achievement, specifically in literacy, and 
who exhibit behavioral issues such as aggression or social withdrawal (Kremer, et. al., 201623). 
Student testing and available data will be used to track and determine which students are most in 
need of positive interventions. 

In order to support student engagement among at-risk students, peer interactions will be hosted 

within small and large virtual classroom settings, to ensure individual attention, increased 

participation, and better communication. The AMP system offers teachers feedback on student 

engagement and activity within courses, and the offline tracking system allows learning coaches 

and students to enter additional time spent on learning away from the computer, whether assigned 

by the instructor or not.  Examples may include when the teacher or parent/guardian is working 

with the student on flashcards or additional dedicated student reading time. Teachers monitor 

student attendance and engagement as a key metric for academic success.  

Engagement Protocol 

The school engagement protocol is an accountability-focused approach to student and family 
engagement.  This protocol sets a minimum level of daily expectation for students and families. 

Components: 

• Definition of observable student engagement behaviors 
• Process for identifying un-engaged students 
• Implementation of an effective process to support identified students 
• Resolution through successful re-engagement or determination of need for 

withdrawal 
Expectations: 

 
22 London, Rebecca A., et al. “The Dynamics of Chronic Absence and Student Achievement.” Education Policy Analysis 
Archives, vol. 24, 2016, p. 112., doi:10.14507/epaa.24.2471. 
23 Kremer, K. P., Flower, A., Huang, J., & Vaughn, M. G. (2016). Behavior problems and children's academic achievement: A 
test of growth-curve models with gender and racial differences. Children and youth services review, 67, 95–104. 
https://doi.org/10.1016/j.childyouth.2016.06.003 
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• Common “non-negotiables” – i.e., standardized testing, communication, 
orientation/onboarding completion, attendance in class, course progress 

Results 

• If compliant: increased academic success, engagement, exiting from intensive 
supports 

• If non-compliant: intervention plan, conference with school administration, 
withdrawal 

(2) Describe how you will identify the needs of all students.  Identify the research-based 
programs, strategies and supports you will utilize to provide a broad continuum of services, 
ensure students’ access to the general education curriculum in the least restrictive 
environment.  

VPA of Nevada estimates that 12.5% of the student population will require special education 

support and services. This estimate is based on currently available data for statewide virtual 

charter schools. 

 VPA of Nevada will comply with all applicable State and Federal Laws in serving students with 

disabilities, including, but not limited to, Section 504 of the Rehabilitation Act (“Section 504”), the 

Americans with Disabilities Act (“ADA”), the Individuals with Disabilities Education Act (“IDEA”), as 

well as the Nevada Special Education Rules. The proposed school administrative office will be ADA 

compliant.  

After a student’s application for enrollment has been confirmed, families will be given the 

opportunity to inform the school if their child has an IEP or 504 Plan. The parent/guardian may 

provide a copy of the documents or VPA of Nevada will request the documents from the previous 

school. Upon enrollment, the special education team will review the evaluation report and IEP from 

the previous school district. After consultation with the parent/guardian/adult student, the school 

will offer comparable services as outlined in the student’s existing IEP. An IEP Team will be 

convened within 10 instructional days of obtainment of the IEP to adopt or amend the existing IEP. 

For a student with an existing 504 Plan, we will convene a 504-team meeting with the 

parent/guardian/adult student in a reasonable amount of time, but no later than 30 days after the 

obtainment of the 504 plan. In addition to being active participants in the IEP Team and 504 team 

meetings, the parent/guardian/adult student will be provided with a copy of the Procedural 

Safeguards Notice on a yearly basis at minimum. 

VPA of Nevada will provide the legally required continuum of special education services and range 

of placements to ensure it is providing a free appropriate public education (FAPE) in the least 

restrictive environment (LRE). Students will be educated in the least restrictive environment to the 

maximum extent possible which will be decided upon by the IEP team. Itinerant, supplementary, or 

full-time special education support will be provided via the telephone, Internet, live sessions, as 

well as in person in accordance with the student’s IEP. As generally occurs in the development of an 

IEP, the IEP Team will first look to address the student’s needs by providing support and services 

within the general education classroom in a co-teaching model with the general education teachers 

and utilize break-out rooms for small group instruction for those that may need additional support. 

Special education teachers may also schedule small group and/or 1:1 sessions with students if 
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additional instruction is required by a student’s IEP. Additional instruction and support, as 

determined by the IEP Team, may be provided in a resource room away from their general 

education peers.  

The school’s program will incorporate all components of an equitable and integrated multi-tiered 

system of supports, or MTSS model. High quality instruction will be provided to all students 

through the curriculum resources and instructional practices described in earlier sections of this 

document. Small group targeted instruction will be provided live, or synchronously for all students 

in Tier 1.  All students will also have social and emotional support through the programming of the 

Student Services team (Success Coaches, Guidance Counselors, Social Workers).  

The aforementioned Assessment Plan will ensure that all staff have continuous access to real time 

data on student outcomes. All students will participate in the diagnostic assessment upon 

enrollment and the interim assessments 3 times per school year through iReady or a similar tool. 

Additionally, all students will participate in content specific short cycle assessments in an ongoing 

fashion. Course assignment and assessment completion will provide another source of student 

outcome data.   The Data Informed Instruction Plan will map how staff will team up to review data 

and make shared decisions on adjustments to programming or instruction. 

 A tiered continuum of supports will be available for all students. Through review of course and 

assessment data, as well as attendance and engagement data, student who are not responding to 

Tier 1 programming will be identified and will be provided with additional short-term 

interventions and supports (Tier 2). Academic supports for these students may look like small 

group instruction with a Reading or Math Specialist 2x/week for provision of research based 

academic interventions. Social emotional supports may look like small group weekly meetings with 

the Guidance Counselor or creation of an individualized Student Success Plan developed to identify 

and address barriers to attendance or engagement, and leverage areas of strength to improve areas 

of weakness. Those students who have received programming at Tiers 1 and 2 and are still 

struggling will receive more intense supports (Tier 3). Academic supports for these students may 

look like individual instruction with a Reading or Math Specialist 3 or more times per week for 

provision of research based academic interventions. Social emotional supports may look like 

individual meetings with the Guidance Counselor or Success Coach several times per week. At 

times, a student may progress through all 3 tiers and be identified as a student in need of evaluation 

to determine eligibility for Special Education services. 

(3) Describe the school’s approach to help remediate students’ academic 
underperformance.  Detail the identification strategy, interventions, and remediation to be 
implemented.  Cite the research/rationale for the chosen methods. How will you measure 
the success of your academic remediation efforts (in year 1, year 3, year 5, and beyond?) 

Every effort will be made to identify at-risk students at the time of enrollment, and offer positive 

interventions and remediations as soon, and as often, as possible. Students’ academic 

underperformance may first be indicated to VPA of Nevada by parents upon enrollment, or by 

reviewing student files during the enrollment process. Once school begins, VPA of Nevada will 

employ the use of the iReady and MAP assessment tools in order to quickly identify students in 

need.  
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As the school year progresses, the virtual data available daily in the AMP, along with formative and 

summative assessment data at defined intervals, will be used to track students, identify those at-

risk, set goals and measure progress over time. Instructors will be able to provide data that shows 

which students are in need, and how to assign them the appropriate remediation coursework 

necessary during the school day and offer additional tutoring services as well. The full RTII model is 

further explained below.  

IDEA governs that early intervention is required and necessary in order for students that are in 

need of services to receive a fair and equitable access to the curriculum, and that does not differ in 

areas where students are falling behind, regardless of ability. Best practices teach us that the best 

intervention is early intervention, and the data-driven model of VPA of Nevada allows educators to 

see the deficits and needs of their students on a daily basis, make adjustments to their virtual 

courses, and offer remediation, enrichment and tutoring on a daily basis, offering a robust and 

support model to assist at-risk students in academic success. 

(4) Describe your Response to Intervention model in detail, including the interventions and 
the anticipated proportion of the student body served at each tier level. Please provide the 
rationale used in this approximation. 

School staff will be identified for participation in the Multi-Tiered Systems of Support/Response to 

Intervention and Instruction (MTSS/RtII) Team, including a special education staff member.  The 

special education staff member will provide guidance to the team on specific instructional and 

behavioral approaches for students. The team will ensure that students who are not responding 

adequately to the established interventions are referred for a special education evaluation in a 

timely manner, engaging the parent/guardian in the process. The team will verify that the 

struggling student has received appropriate instruction and that the student’s difficulties are not 

related to Limited English Proficiency. Data related to academic achievement, behavior concerns, 

intervention results, and academic progress will also be reviewed by the team. 

The Student Services Referral for Student Support 

A referral is a method by which the Student Services team becomes aware support is needed for a 

student.  Student Services team members assist students in achieving success for those needing an 

additional layer of support through a tiered intervention process. 

Referrals can happen for several reasons, including but not limited to: 

• Onboarding Support 
• Social, emotional, and behavioral issues 
• Parents/guardians training 
• Student welfare concerns 
• Community referrals 
• Not completing assessments 
• No/Low attendance in live classes 
• No/Low progress in courses 
• No/Low attendance 
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The Response to Intervention will model will be a process driven by a triangulation of data at the 

individual student level.  Teachers will use data from NWEA or iReady (dependent upon grade 

level), short cycle assessment progress on standards and current student work to determine which 

tier students of needs the student is most needed.  With the whole school intervention model, 

students in Tier 1 will continue to have small group instruction provided daily on their most 

needed areas for improvement and will be assigned digital resources aligned to their needs.   Tier 2 

and 3 students will receive more live sessions with smaller groups, with increased frequency 

throughout the week. 

(5) How will you communicate the need for remediation to parents?  

In the virtual school model, the primary behaviors of concern are non-attendance and/or lack of 
engagement in instructional opportunities. Given the virtual model other behaviors of concern 
displayed in the brick-and-mortar classroom occur much less frequently. In order to support 
attendance and engagement the school will have strong and clear attendance and engagement 
policies. Student attendance will be monitored and the parents of any student approaching trigger 
points for truancy or non-attendance will be notified of their student’s attendance status and 
possible school actions should non-attendance continue. Where a pattern of non-attendance 
emerges a multi-disciplinary school team will convene to meet with the parent and student to 
identify barriers to attendance and create plans to support getting back on track.  

Likewise, the school will clearly define engagement expectations in school policy. Parents and 
students will be aware of what is expected in terms of live session participation, contact with 
teacher and school staff, participation in assessments, and completion of asynchronous course 
work. The school team will monitor engagement data to identify students not meeting expectations 
and will notify parents of engagement concerns. A multi-tiered system of supports will be used to 
provide additional interventions to students not meeting engagement expectations. Please see the 
included Engagement Policy for more details.  

Teachers will be expected to continuously communicate with parents about each student’s current 
levels of mastery and learning targets. These conversations will occur during informal phone and 
email communications as well as during scheduled quarterly conferences. Parents will also receive 
reports detailing their child’s performance on each iReady administration. When a student is 
identified as eligible for services at the Tier 2 or Tier 3 level parents will be sent a notification letter 
containing a description of the supports to be provided and the data used to inform the decision.  

(6) What interventions will be offered for students exhibiting early signs of behavioral 
concerns? How will individual behavior plans for students be implemented and monitored? 

Student Success Plans 

The Student Success Plan is an essential part of the Student Services model.  The success plan 

outlines the individual student needs and specific actions for a student to become successful with 

the goal of academic achievement.   

Student Services, teachers, students, and learning coaches develop the Student Success Plan 

together. The assigned Student Services team member facilitates the process, monitors the plan, 

and provides ongoing follow up. 

Student Referrals and Support Multi-Tiers 
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Understanding the Multi-Tiered Levels of Support 

Level 1: Compliant 

• Student and family do not need additional services.  School wide prevention and 
programming, along with teacher support provide the first level of service to all 
students and families. 

Level 2: Targeted Support 

• A student need has been identified.  Student and family are unresponsive to 
standard teacher interventions and support.  Student Services staff begins 
supporting the student/family to address the issue at hand.  Student and family are 
engaged in the process. 

Level 3: Action Plan & Accountability 

• Student Services team member has been working with the student/family.  
However, the family is not complying and must be held accountable to meet the 
student’s educational needs.  Non-compliance may result in consequences as 
defined by the school. 

Level 4: Escalation to Administration 

• All available resources and interventions have been exhausted.  The family is not 
compliant or is unengaged in the process.  School administration determines course 
of action. 

Special Education 

(1) Track Record: Please explain the extent to which one or more members of the founding 
school team (e.g., founding board, instructional leader, etc.) has experience working to 
achieve high academic outcomes of students with disabilities, including students with mild, 
moderate, and severe disabilities.    

Three of the five current VPA of Nevada Board members have very diverse experiences in 

education.  One, an experienced and current elementary public-school teacher, the second, a 

current professor in Schools of Education and the third, a former charter schoolteacher, 

administrator and student advisor working with at-risk students from underserved communities.  
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The expectation by these three and the additional Board members is that “average” growth will not 

be good enough.  The entire School Board recognizes that this virtual school model must be 

organized and led differently compared to other models that emphasize more than an annual year 

of academic growth.   

(2) Identification: How will the school identify students in need of additional supports or 
services? 

(a) (Elementary Schools Only) How will the school accurately identify students 
prior to enrollment (e.g., those who require pre-school special education and 
related services) and in the early grades (PreK, K, 1, or 2) for appropriate 
services? 

(b) (Middle and High Schools) How will the school identify and serve students who 
require special education services and develop transition plans? 

(c) (All Schools) How will the school handle over-identification of students as 
having a disability that qualifies them for special education services?  What will 
be the process to transition a student out of special education who has been 
incorrectly identified as having a disability in the past?  

 
Upon enrollment, families may inform VPA of Nevada of IEP or 504 Plans and provide VPA of 
Nevada with a copy, or VPA of Nevada will request the documents from the previous school. Upon 
receipt of an existing IEP, an IEP Team will convene within 10 instructional days to adopt or amend 
the IEP. Upon receipt of an existing 504, a 504-team meeting will occur no later than 30 days to 
adopt or amend the 504. In addition to being active participants in the IEP Team and 504 team 
meetings, the family will be provided with a copy of the Procedural Safeguards Notice on a yearly 
basis at minimum. 
 
VPA of Nevada will provide the legally required continuum of special education services and range 
of placements to ensure it is providing a free appropriate public education in the least restrictive 
environment (LRE). Students will be educated in the LRE to the maximum extent possible. Itinerant, 
supplementary, or full-time special education support will be provided via the telephone, Internet, 
live sessions, as well as in person in accordance with the student’s IEP. The IEP Team will first 
address the student’s needs by providing support and services within the general education 
classroom in a co-teaching model with the general education teachers and utilize break-out rooms 
for small group instruction for those that may need additional support. Special education teachers 
may also schedule small group and/or 1:1 sessions with students if additional instruction is 
required by a student’s IEP. Additional instruction and support, as determined by the IEP Team, 
may be provided in a resource room away from their general education peers. 
 

(3) Continuum of Services: How will the operator provide a broad continuum of 
instructional options and behavioral supports and interventions for students with a range of 
disabilities? Specifically describe how students with severe intellectual, learning, and/or 
emotional disabilities will be served.  

VPA of Nevada will provide a comprehensive program using an adapted curriculum for students 
who meet the criteria to take Nevada’s Alternative State Assessment. To the greatest extent 
possible, the students will be included with their same age classmates so they may engage in age-
appropriate communication and socialization. Students participating in the adapted curriculum 
program may or may not have classes with their general education peers, which is determined on 
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an individual basis. For example, some students that require an adapted curriculum will participate 
in only alternative courses, while others may participate in electives with their general education 
peers, in addition to their adapted core coursework. 
 
Related services (for example: occupational or physical therapy, counseling) will be provided face-
to-face, via computer, in homes, community sites, and/or therapist offices, depending on the needs 
of each individual student and as provided in the student’s IEP. 
 

General Education Collaboration/Access: How will special education and related service 
personnel collaborate with general education teachers (e.g., team teaching, team planning, 
etc.) to ensure that all students are able to access a rigorous general academic curriculum?   

Special Education teachers will be assigned to grade level teams to ensure opportunities to 
collaborate with general educations teachers. Both the general and special education teachers 
provide instruction to students with an IEP, this type of programming enables the teachers to co-
teach, do small break out groups and provide educational reinforcement through content area 
curriculum.  Student IEP goals are also aligned with the content standards. We offer a continuum of 
services to meet the students' individual needs while insuring least restrictive environment. 
Ancillary staff and related service personnel also collaborate with the grade level teams and work 
on IEP goals through the content expectations to help with the deficit areas while also reinforcing 
the learning and continuing the access to the rigorous general education curriculum.  
 

(4) Staffing: How will you ensure qualified staffing to meet the needs of students with 
disabilities?  Note: Federal and Nevada law requires licensure for the special education 
teachers, related service personnel, and psychologists at all charter schools. 

VPA of Nevada will ensure that all special education teachers will all have the required state 
licensing and endorsements as Teachers of Record for students with disabilities as required under 
applicable statutes and administrative regulations, including without limitation NRS 391.031, NAC 
388.145 – 388.171, and NAC 391.3393 – 391.393.  The school will ensure reasonable workloads for 
staff supporting students with disabilities, English Learners, gifted students, and other exceptional 
or at-risk students.  The special education teacher-to-student ratio is set at 1:18 in the school 
budget.  

(5) Staff Development: How does the school plan to train general education teachers to 
modify the curriculum and instruction to address the unique needs of students with 
disabilities?   

VPA of Nevada will offer professional development training for teachers in a myriad of content 

areas, but specifically to target the needs of students most at-risk, including those with disabilities. 

All staff and teachers will receive training to support students with disabilities to ensure they have 

access to the general education curriculum and classroom activities, and to prepare all personnel 

with strategies to integrate modifications and adaptations to curriculum and instruction in order to 

properly engage the diverse learner, and to support interaction with peers. 

(6) Discipline: Explain how the school will protect the rights of students with disabilities in 
disciplinary actions and proceedings and exhaust all options in order to promote the 
continuation of educational services in the home school.   

Discipline for Students with Disabilities  
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VPA of Nevada’s Code of Student Conduct shall apply to all children unless a child's individualized 
education program specifically provides otherwise. VPA of Nevada will ensure that the 
parents/guardians and the child with a disability receive notice of the rules and regulations 
applicable to children with disabilities with respect to child management, discipline, and 
suspension/expulsion upon the child's entry into a special education program or at the annual IEP 
review.  

Authority of School Personnel 

VPA of Nevada will consider any unique circumstances on a case-by-case basis when determining 
whether a change in placement, consistent with the other requirements of federal and state law and 
SBOE rules, is appropriate for a child with a disability who violates the code of student conduct. 

VPA of Nevada may remove a child with a disability who violates the code of student conduct from 
his or her current placement to an appropriate interim alternative educational setting, another 
setting, or suspension, for not more than 10 consecutive school days, and for additional removals of 
not more than 10 consecutive school days in that same school year for separate incidents of 
misconduct.  

After a child with a disability has been removed from his or her current placement for 10 school 
days in the same school year, during any subsequent days of removal, VPA of Nevada will provide 
services to the extent required. VPA of Nevada will conduct manifestation determination reviews as 
necessary. 

For disciplinary changes in placement that would exceed 10 consecutive school days, if the 
behavior that gave rise to the violation of the school code is determined not to be a manifestation of 
the child’s disability, VPA of Nevada will apply the relevant disciplinary procedures to children with 
disabilities in the same manner and for the same duration as the procedures would be applied to 
children without disabilities except as outlined below.  

Services  

A child with a disability who is removed from his or her current placement for more than 10 
consecutive school days must:  

• Continue to receive educational services, as provided in NRS 392.050 (excused child with a 
disability qualifies for free and appropriate public education), so as to enable the child to 
continue to participate in the general educational curriculum, although in another setting, 
and to progress toward meeting the goals set out in the child's IEP.  

• Receive, as appropriate, a functional behavioral assessment and behavioral intervention 
services and modifications as set forth in the behavioral intervention plan and IEP, where 
appropriate, that are designed to address the behavior violation, so it does not recur.  

• VPA of Nevada will provide services during periods of removal to a child with a disability 
who has been removed from his or her current placement for 10 school days or less in that 
school year, if services are provided to a child without disabilities who has been similarly 
removed. 

• After a child with a disability has been removed from his or her current placement for 10 
school days in the same school year, if the current removal is not for more than 10 
consecutive school days and is not a change in placement because of disciplinary removals, 
school personnel, in consultation with at least one of the child's teachers, determine the 
extent to which services are needed in order to provide a free, appropriate public education, 
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so as to enable the child to continue to participate in the general education curriculum, 
although in another setting, and to progress toward meeting the goals in the child's IEP.  

• If the removal is for more than 10 consecutive school days or is a change in placement 
because of disciplinary removals, the child's IEP Team determines appropriate services 
needed in order to provide a free, appropriate public education, so as to enable the child to 
continue to participate in the general education curriculum, although in another setting, and 
to progress toward meeting the goals set out in the child's IEP.  

• The services required may be provided in an interim alternative educational setting.  
 

Manifestation Determination 

Within 10 school days of any decision to change the placement of a child with a disability because of 
a violation of a code of student conduct, VPA of Nevada, the parent, and the relevant members of the 
child's IEP Team (as determined by the parent/guardian and the LEA) will review all relevant 
information in the child's file, including the child's IEP, any teacher observations, and any relevant 
information provided by the parents/guardians to determine: 

• If the conduct in question was caused by, or had a direct and substantial relationship to the 
child's disability; or  

• If the conduct in question was the direct result of the LEA's failure to implement the IEP 
 

If VPA of Nevada staff, the parent/guardian, and relevant members of the child's IEP Team 
determines the conduct in question was a direct result of the failure of the LEA to implement the 
IEP, VPA of Nevada will take immediate steps to remedy those deficiencies.  

Determination that the Behavior was a Manifestation  

If VPA of Nevada staff, the parent/guardian, and relevant members of the IEP team make the 
determination that the conduct was a manifestation of the child's disability, the IEP Team will 
either:  

• Conduct a functional behavioral assessment, unless VPA of Nevada had conducted a 
functional behavioral assessment before the behavior that resulted in the change of 
placement occurred, and implement a behavioral intervention plan for the child; or  

• If a behavioral intervention plan already has been developed, review the behavioral 
intervention plan, and modify it, as necessary, to address the behavior, and except as 
provided in special circumstances below, return the child to the placement from which the 
child was removed, unless the parent/guardian and VPA of Nevada agree to a change of 
placement as part of the modification of the behavioral intervention plan. 
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Special Circumstances 

VPA of Nevada may remove a child to an interim alternative educational setting for not more than 
45 school days without regard to whether the behavior is determined to be a manifestation of the 
child's disability, if the child:  

• Carries a weapon to or possesses a weapon at school, on school premises, or at a school 
function under the jurisdiction of the State or the LEA.  

• Knowingly possesses or uses illegal drugs, or sells or solicits the sale of a controlled 
substance, while at school, on school premises, or to a school function under the jurisdiction 
of the State or the LEA; or  

• Has inflicted serious bodily injury upon another person while at school, on school premises, 
or at a school function under the jurisdiction of the State or the LEA.  

 

The interim alternative educational setting is determined by the IEP Team. 

Notification   

On the date on which the decision is made to make a removal that constitutes a change of 
placement of a child with a disability because of a violation of a code of child conduct, VPA of 
Nevada will notify the parents/guardians of that decision and provide parents/guardians the 
procedural safeguards notice described in 20 U.S.C. § 1415(d)(2) and 34 C.F.R. § 300.504(c). 

Appeal  

The parents/guardians of a child with a disability who disagree with any decision regarding 
placement or the manifestation determination under this Rule, or an LEA that believes that 
maintaining the current placement of the child is substantially likely to result in injury to the child 
or others, may appeal the decision by requesting a hearing with the School Board. The hearing is 
requested by filing a due process hearing request pursuant to NRS 388.463 – 388.469. 

(7) Monitoring: What are your plans for monitoring and evaluating both the progress and 
success of students who qualify for special education and related services, and the extent to 
which your special education program complies with relevant federal and state laws?  How 
will curriculum and instructional decisions be tracked and monitored by IEP teams and 
school personnel?   

The Virtual Preparatory Academy of will comply with all applicable State and Federal Laws in 
serving students with disabilities, including, but not limited to, Section 504 of the Rehabilitation Act 
(“Section 504”), the Americans with Disabilities Act (“ADA”), the Individuals with Disabilities in 
Education Improvement Act (“IDEA”), as well as the Nevada Special Education Rules.  

Progress Monitoring 

Student progress on annual goals and objectives will be monitored regularly using a variety of 
assessments and reports. The data will be summarized and provided to the parent/guardian 
quarterly throughout the school year unless the IEP Team agrees upon more frequent updates. Data 
collection tools may include rubric scores, curriculum-based assessments, tests, portfolios, or 
fluency probes. Data may also be accumulated during small groups or one on one instruction. 
Teachers will collect and analyze the data bi-weekly to ensure the student is on track to meet the 
goal by the annual IEP due date. If the student is not making expected progress on the annual goals 
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or objectives, instructional adjustments will be made accordingly in an effort to increase progress, 
such as increased repetition opportunities or the re-teaching of critical skills. Related service goals 
will also be regularly monitored, and a summary included in the quarterly report provided to the 
parent/guardian.   

Disproportionality 

VPA of Nevada will collect and examine data regularly to ensure disproportionality is not evident in 
the areas of identification, academic settings and placements, and disciplinary measures. In 
addition to cultural sensitivity and awareness training, the following practices will be implemented 
to ensure students are found eligible for special education services without unjust bias: 

• Evaluations will be administered by trained and licensed personnel 
• More than one single measure or assessment will be used to determine a disability 
• Evaluations will not be discriminatory or racially/culturally biased 
• Evaluations will take into consideration the child’s English language skills, including ethnic 

background 
• Evaluations will be administered in the child’s native language, or mode of communication 

If there is any evidence of disproportionality, the school will review, and revise if needed, all 
procedures and policies that may be contributing. 

(8) Parental Involvement:  What appropriate programs, activities, and procedures will be 
implemented for the participation of parents of students with disabilities? 

VPA of Nevada will follow the Nevada’s Family Engagement Framework which provides educators, 

schools, districts, and community members a shared approach and definition for family 

engagement. We will strive to engage families by partnering together for the learning and 

development of the students.  VPA of Nevada will follow the five foundational principles outlined in 

the Family Engagement Framework:  

• Equity;  

• Relationships;  

• Honoring Families;  

• Linked to Learning and Development; and   

• Building Everyone’s Capacity 

 

VPA of Nevada will ensure parents/guardians of students with disabilities are fully engaged in the 

student’s educational planning.  Parents/guardians will be an integral part of the IEP team when 

developing and implementing a truly individualized education plan for their child.  Every effort will 

be made to create a welcoming school environment and fully include the parents/guardians of 

students with disabilities in the planning and implementation process. Quarterly progress reports 

will be provided to parents/guardians along with opportunities to meet as a team to discuss 

progress on individual goals and progress in their courses.   

 

(9) For Distance Education Schools:  Describe how the school will provide appropriate 
services in the distance education learning environment to students with disabilities.  If you 
are not proposing to operate a distance education or virtual school, please explain that this 
is not applicable. 
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Accel will subcontract with outside vendors for any services deemed necessary by the student’s IEP 
team. Examples of these services may include speech, occupational and physical therapy as well as 
school psychology, evaluation, and intervention services.  Vendors will be determined on a case-by-
case basis depending on geographic area the student resides. In some cases, we may be able to 
contract from the local school district and when this is not possible, we will contract with third-
party agencies.   

When students with disabilities, including students with significant cognitive disabilities, need 
specially designed instruction or other supplementary aids and services to benefit from 
participating in regular education classrooms, as required in their IEP, administration will ensure 
that those services are provided. A full range of services appropriate to meet the disability needs of 
the student are also considered, including but not limited to: Speech/Language Pathology, 
Occupational Therapy, Physical Therapy, Orientation/Mobility, etc. 

(10) Please approximate how many students would qualify for these services. Please provide 
the rationale used in this approximation. 

VPA of Nevada estimates, based on currently available data for statewide virtual charter schools, 
that 12.5% of the student population will require special education support and services. 

English Language Learners 

(1) Identification: What methods will you employ to identify English Language Learners?  
How will you work to avoid misidentification?  

VPA of Nevada will meet the needs of English Language Learners24 as required by State and Federal 

law by increasing the English language proficiency (ELP) and academic language proficiency in 

content-area subject matter. The school will seek to employ teachers with the formal endorsement 

of English as a Second Language (ESL) who will serve as the ELL Teacher of Record. The ESOL 

teacher-to-student ratio is set at 1:60 in the school budget. 

 

All VPA of Nevada families will answer a series of questions to understand a student’s home 

language as a first effort for Child Find and to determine if they need any additional English 

language support. Students with positive responses to any of the three Nevada Department of 

Education defined Home Language Survey questions will be referred to the ESOL Coordinator and 

be classified as a potential English Language Learner (ELL). A student who meets Nevada’s entrance 

criteria is identified as an ELL. Parents/guardians will be notified annually using the state-approved 

parent/guardian notification form. For potential ELLs with disabilities, VPA of Nevada will follow 

the identification and exit procedures outlined in the Nevada DOE’s Resource Guide. 

 

All ELLs in VPA of Nevada will have a learning plan per state guidance, and the plan will be 

implemented with fidelity by all teachers and staff who work with the student. The learning plan 

will detail strategies, instructional and assessment accommodations, modifications, goals for the 

student, and results on the state and local assessment data. The learning plan will be updated 

annually or earlier if needed to reflect the student’s language proficiency growth. Once a student’s 

 
24 The terms “English Language Learners” and “English Learners” are used interchangeably in this 
Application. 
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ELL status has been determined, their development in academic English will be measured annually 

(Jan-Mar) by the ACCESS 2.0 test produced by the WIDA organization. 

 

Program Models and Program Design 

ELLs will have equitable access to academic content for all courses in which they are enrolled. 

Nevada English Language Development Standards will be utilized by integrating them into content 

area instruction via collaboration between the school ELL Coordinator and teachers.   

 

The English Learner Plan will: 

• Be aligned to state academic content standards for the appropriate grade level of the ELLs; 
• Include ELL instruction delivered by properly certified teachers who hold a Nevada ESOL 

endorsement certificate or who are working in conjunction with ESOL endorsed teachers; 
• Provide equitable access to content for ELLs at all language proficiency levels by providing 

research-based bilingual or sheltered instruction with fidelity; and 
• Not limit the enrollment of ELLs in any course or academic program for which they would 

otherwise be eligible. 
 

Placement: How will the results of the W-APT assessment and other identification and 

program placement decisions be communicated to staff and parents?   

 

Parents/guardians will be notified annually using the state-approved parent/guardian notification 
form. 

(2) Staffing: How will you ensure qualified staffing to meet the needs of ELL students, 
conduct assessments, and monitor the progress of ELL students?  Note: Nevada law requires 
licensure (TESL endorsement) for the primary teacher providing ELL services in pull-out 
and inclusive environments at all charter schools.   

VPA of Nevada will provide annual professional development related to English Language 
Development for all personnel as part of the school’s professional development plan. VPA of Nevada 
will also pursue technical support and staff training offered through the Nevada Department of 
Education. Trainings will occur at the start of each school year and will be delivered by a certified 
ESOL professional. A sign-in procedure will be utilized to ensure all staff attend the mandatory 
training annually. If staff are hired during the school year, VPA of Nevada will ensure that the 
training will be part of the onboarding process. 

(3) Curriculum and Instruction: What specific instructional programs, practices, and 
strategies will be employed to ensure academic success and equitable access to the core 
academic program for English Language Learners?  

VPA of Nevada will utilize the ELD Standards Framework and Instructional Guidance Documents 

when planning and delivering core instruction to ELLs.    

 

The Nevada English Language Development Standards are: 

1. Social and Instructional language: English language learners communicate for Social and 
Instructional purposes within the school setting 

2. The language of Language Arts: English language learners communicate information, ideas, 
and concepts necessary for academic success in the content area of Language Arts 
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3. The language of Mathematics: English language learners communicate information, ideas, 
and concepts necessary for academic success in the content area of Mathematics 

4. The language of Science: English language learners communicate information, ideas, and 
concepts necessary for academic success in the content area of science 

5. The language of Social Studies: English language learners communicate information, ideas, 
and concepts necessary for academic success in the content area of Social Studies 

The standards will be used alongside Nevada’s Academic Content Standards (NVACS) through the 
general education courses in each content area and at each grade level. All teachers will provide 
support for English Language Development to ensure that ELs are able to access, process, and 
express the content of their classes as well as to help ELs grow and improve their ability to read, 
write, speak, and listen to academic English across the curriculum.  VPA of Nevada will develop 
policies and procedures to ensure that these standards are communicated and implemented. 

(4) Monitoring: What plans are in place for monitoring and evaluating the progress and 
success of ELL students, including the process for exiting students from ELL services as 
needed? 

Monitoring and Evaluation: 
ELL students will be monitored for their progress throughout the school year and assessed 
annually. Students who meet Nevada’s exit criteria on that assessment will be reclassified and exit 
ELL services but be monitored per state guidelines for the next two years. 

The ELL program will be reviewed annually based on local and state data of ELLs and the general 
student population and other overlapping subgroups such as special education and free and 
reduced lunch eligible students. The annual review will include looking at data regarding equitable 
representation, academic achievement, elementary and secondary programming, professional 
learning and teacher capacity, family engagement, and resource allocation. 

(5) Parental Involvement:  What appropriate programs, activities, and procedures will be 
implemented for the participation of parents of ELLs? 

As with students with disabilities, VPA of Nevada will follow the Nevada’s Family Engagement 

Framework which provides educators, schools, districts, and community members a shared 

approach and definition for family engagement for al ELs. We will strive to engage families by 

partnering together for the learning and development of the students.  VPA of Nevada will follow 

the five foundational principles outlined in the Family Engagement Framework:  

• Equity;  

• Relationships;  

• Honoring Families;  

• Linked to Learning and Development; and   

• Building Everyone’s Capacity 

Parents/guardians will be fully engaged in the identification and educational planning process for 

their child.  VPA of Nevada will communicate both written and orally to the parents in their native 

language to promote full engagement and participation in the individualized planning for each 

student.     
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(6) For Distance Education Schools:  Describe how the school will provide appropriate 
services in the distance education learning environment to ELLs.  If you are not proposing to 
operate a distance education or virtual school, please explain that this is not applicable. 

VPA of Nevada will ensure all ELs receive the needed level of supports and services in the online 

school setting.  The ELL teacher and general education teachers will work collaboratively to 

incorporate the Nevada English Language Development Standards into the core curriculum.  ELs 

will attend general education live sessions with supports as needed for both the general education 

teachers and the ELL teacher.  For students that require more intensive supports, individual and 

small group sessions will be held to address the needs of the students to enable greater 

participation in general education course content.   

 

(7) Please approximate how many students would qualify for these services. Please provide 
the rationale used in this approximation. 

Approximately 17% of Nevada’s K-12 students are designated “EL” (English Learner) as reported 

by State of Nevada’s Department of Education.  VPA of Nevada anticipates the percentage would 

align with the current state average. 

Homeless/Migrant Services 

(1) Identification: What methods will you employ to identify families who qualify for 
homeless and/or migrant services?  How will you work to avoid misidentification? 

Initially, families are identified for homeless and/or migrant services through the school enrollment 

process.  Specific questions are asked in the enrollment application to help indicate whether a 

student meets the McKinney-Vento criteria for homeless youth (i.e., living with a friend or family 

member, in a shelter, etc.).  The Enrollment team will immediately notify the designated MKV 

Liaison at the school. VPA of Nevada is committed to ensuring that homeless/migrant students 

begin receiving required services within their first semester of enrollment.  

 

The following additional methods will also be implemented at the school level to increase  

identification of students who may qualify for homeless services.   

 

• Housing questionnaires – A simple statement of rights in the general enrollment and 

registration packet will be received by all students as enroll for school to ensure the entire 

student population is informed and no one feels singled out or stigmatized. 

• Awareness trainings - Raising the awareness of school staff through brief updates during 

staff meetings or more intensive workshops that target specific goals related to 

homelessness and educational outcomes. 

• Relationship building - By making regular, personal contact with students and families, 

homeroom teachers will check in on the student’s home situation to ensure nothing has 

changed or any additional resources or services are needed.   

• School website - The school’s website will contain the student handbook and other 

important information about the rights of homeless students as well as listing contact 

information for the homeless liaison. 
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(2) Meeting the Need:  How will you ensure that identified families receive the required 
services within the mandated timeframe?  

VPA of Nevada’s procedures for identification of students classified as homeless youth ensure 

that required services are provided in a timely manner. The inclusion of questions regarding 

housing situations in enrollment documents ensure that any family who notes that their 

housing situation is temporary, or that they are “doubled-up” is immediately escalated to the 

school McKinney-Vento Liaison (normally the School Guidance Counselor or Social Worker). 

The Liaison immediately initiates outreach to the family and completes a residency 

questionnaire to gather information needed for determination of eligibility for services. If a 

student is found eligible, the Liaison collaborates with the enrollment team to ensure that 

there are no barriers to a quick enrollment approval (such as lack of Proof of Residence or 

other required enrollment documents). The Liaison assists in request of records for the 

homeless student and works with the family to initiate connections and referrals to local 

support agencies as needed. The Liaison also determines whether the student has access to 

consistent high speed internet service and works with IT to secure a Wi-Fi hotspot if consistent 

service is not in place. Additionally, the student’s homelessness classification is noted in the 

Student Information System so that school staff serving the student are aware that additional 

services and supports are in place. 

 

(3) For Distance Education Schools:  Describe how the school will provide appropriate 

services in the distance education learning environment to students who qualify for 

homeless and/or migrant services.  If you are not proposing to operate a distance education 

or virtual school, please explain that this is not applicable. 

 

The local MKV liaison will serves as the primary contacts between school staff, district personnel, 

shelter, and/or other service providers for students who qualify for homeless and/or migrant 

services. The liaison coordinates services to ensure that these students enroll in school and can 

succeed academically.  Once identified, The MKV liaison will immediately connect with the family to 

explain the educational program and their rights, as well as provide any resources needed.  From 

there, the liaison will conduct monthly check ins related to any needs, community resources or 

eligible educational services.  All students who qualify for services will receive a Chromebook and a 

hotspot for internet to ensure they can complete their course work and attend live instructional 

sessions. The MKV liaison will also facilitate any needed transportation services (i.e., testing, school 

events, etc.), transfer of school records, or other inter-district activities.   

Finally, raising the awareness of school personnel about identifying and supporting homeless 

and/or migrant students is integral in ensuring success in the academic program.  
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SCHOOL STRUCTURE: CULTURE  

(1) Describe the culture or ethos of the proposed school.  Explain how it will promote a 
positive academic environment and reinforce student intellectual and social development.  

The culture of a school is largely driven and determined by its school leadership.  The Head of 
School will be a leader who understands and respects the complexity of virtual learning and who 
supports the school’s teachers both professionally and personally. The Board, in consultation with 
Accel, will be looking for a school leader who can build relationships with his or her students, 
teachers, parents, and the School Board- a leader who demonstrates a “with me”, not “for me”, 
attitude working and learning alongside the teachers.   

Communication is a critical factor that influences the climate and culture of every organization.  To 
communicate in a virtual school environment requires an understanding of the audience and the 
information you are communicating.  The goal for the school leaders and teachers is to prioritize 
the lines of communication between the students and parents that go beyond the technology being 
used to teach.  Examples include personal notes mailed, phone calls after school hours, community 
events with students and families and even home visits.  VPA of Nevada will promote a commitment 
to going beyond the call of duty and extra mile, not because staff must do so, but because they want 
to! 

The School Board and Accel Schools expects accountabilities for all involved in supporting student 
success- the administration, teachers, support staff, parents/guardians, and students.  High 
expectations are key to the continuous improvement of the school.  VPA of Nevada will embrace the 
challenges and celebrate personal and collective success. 

(2) Explain how you will create and implement this culture for students, teachers, 
administrators, and parents starting from the first day of school.  Describe the plan for 
enculturating students who enter the school mid-year.  

Again, it begins with school leadership and the leadership’s effective communication of 
expectations to teachers, parents, and students.  The execution of a positive, exciting learning 
environment has to be bought in by all of the schools’ stakeholders with personal and professional 
accountability as a central focus. This climate is recognized immediately once a student enrolls, a 
teacher is hired and family experiences their first interaction with the school.  Professionalism must 
be exhibited in the operations, communications, and expectations within and outside of the school.  
All forms of communication should be inclusive, and any changes in any area of the operations of 
the school must be communicated well in advance. For students entering mid-year their experience 
should be the same as if they started at the beginning of the year with more frequent follow-up 
communications from the teacher(s), counselor, and school leader as the student transitions into 
the school. 

 Accel Schools will provide training to all school staff on best practices in maintaining a positive 
school culture in a virtual school. School leadership will hold in-person and virtual coaching 
sessions to ensure timely feedback on questions and concerns that staff may have.   

Teachers will be trained in how to maintain a positive virtual classroom during synchronous 
sessions using the technology.  

Student and parent orientation will occur prior to enrollment and roles and expectations will be 
discussed so families know what to expect.  This is required regardless of the time of year that a 
student enrolls.    
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(3) School handbooks will provide information on school policies, expectations, grading 
and promotion, acceptable use of technology, and how to get assistance from their teacher 
and various departments at the school.  All families will be required to sign off that they have 
received and read the school handbook. Please describe how you will evaluate school 
culture and evaluate implementation of your culture plan.  Include how parent and student 
feedback will be incorporated in measuring your school’s success in creating a positive 
culture. 

The first metric that can be used to evaluate the school culture is the retention rate of students, 
families, staff, and school leaders.  These retention rates will be monitored and reported at the 
monthly Board meetings and presented by the Head of Schools.  End of year surveys will be used as 
well as exit interviews for students/families who leave during the school year.  Climate surveys can 
also be used exclusively with the staff to monitor the challenges and celebrations that they are 
experiencing.  

(4) Describe the school’s approach to help support all students’ social and emotional needs. 
Detail the identification strategy, interventions, and remediation to be implemented and cite 
the research/rationale for the selected methods.  

Student Services Overview  

 

The Student Services team empowers students to overcome academic, social, emotional, mental 
health or other challenges to ensure students are successful in school and in their community.  This 
holistic approach includes early intervention, social development, support services, and linking 
families to school and community resources.  Student Services team members and teachers work 
together with families to provide the wrap around supports needed to ensure students are motivated 
and stay on track for graduation. 

 

Student Services Goals 
• Create a positive and welcoming school climate at school start and throughout the school year 
• Increase the capacity of students and families from a strength-based perspective 
• Ensure students stay on track through early interventions, wrap-around supports, and 

engagement strategies 
• Cultivate community partnerships to better support students and families with social, 

emotional, and medical needs 
• Work through non-academic issues with students and families to remove barriers to school 

success 
• Increase sustained enrollment to promote students to the next grade level and graduation 

 

Social Emotional Learning (SEL) 

Supporting the whole student is essential in increasing students’ academic success, their 
college/career readiness, and ensuring they have the social and emotional skills necessary to thrive. 
By supporting the whole student through a comprehensive program, students will see positive 
outcomes in terms of academics, behaviors, and post-secondary success.   

 

The interconnected relationship between academics and SEL is termed by CASEL as Social, Emotional 
and Academic Development (SEAD).  Nevada uses this collaborative mindset to adopt Five Core 
Competencies below, which the Student Support Services Team uses to create a supportive learning 
environment:  
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• Self-Awareness 
• Self-Management 
• Social Awareness 
• Relationship Skills 
• Responsible Decision-Making 

 

SEL curriculum is delivered weekly during homeroom time based on monthly topics.  However, SEL 
is more than just a weekly 30-minute lesson.  It is a systematic approach that infuses the core 
competencies into every part of the student’s online school experience, across all classes, as well as 
when they are at home and in their community. 

 

Topics include, but are not limited to: 
• Planning for a Successful School Year 
• How to Make Friends 
• Stress Management 
• Healthy Coping Skills 
• Bullying 
• Healthy Friendships 
• Self-Care & Confidence 
• Internet Safety 

(5) Discuss any required dress code or uniform policy.   

 Although students are virtual, there is an opportunity for visual etiquette in the VPA of Nevada’s 
online dress code. The specific expectations of a dress code will be proposed, amended, and 
updated by VPA of Nevada’s board. In general terms, students are expected to dress in a manner 
that conveys preparedness and pride in themselves, their school, and their community. A sample 
dress code is offered below with the intention of not distracting peers or disrupting the learning 
environment: 

DRESS CODE:  

• Clothing shall be worn in the manner intended, with daytime appropriate tops and bottoms 
in all virtual sessions. 

• Clothing shall be opaque and cover the midriff 
• Tops will have straps, and tank tops shall have straps that are at least 1-2 inches thick 
• Bottoms will be well fitting 
• Undergarments will not be visible 
• All visible graphic content shall be appropriate for the school setting, not representing and 

obscene, offensive, illegal activity, or gang-related implications  
• Hoods, scarves, bandanas shall not cover the face 

SCHOOL STRUCTURE: STUDENT DISCIPLINE 

(1) Describe the school’s discipline policy.  Discuss the practices the school will use to 
promote good discipline, including both penalties for infractions and incentives for positive 
behavior. 

In order to maximize learning for all students, VPA of Nevada will provide a high-quality virtual 
school environment that promotes appropriate behavior and minimizes disruptions. The Board 
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believes that the best discipline is self-imposed and that students should learn to assume 
responsibility for their own behavior and the consequences of their actions. All students are 
expected to have a clear and consistent understanding of the Student Code of Conduct and comply 
with all school policies and procedures. 
 
The Code of Conduct requires students to: 

• conform to reasonable standards of socially acceptable behavior; 
• respect the person and property of others; 
• respect the rights of others; 
• preserve the degree of order necessary to the educational program in which they are 

engaged; and 
• comply with the requests of school administrators, teachers, and staff. 

 

The Code of Conduct designates sanctions for student noncompliance with the Code which shall: 

• relate in kind and degree to the noncompliance; 
• help the student learn to take responsibility for their actions; and 
• be directed, where possible, to reduce the effects of any harm which may have been caused 

by the student’s misconduct. 
 

VPA of Nevada shall not discriminate on the basis of any protected class, including but not limited 
to race, color, ethnicity, national origin, age, religion, gender or gender expression, disability or sex 
in its discipline policy and practices. 
 
The Board shall adopt procedures consistent with this policy. The draft Code of Conduct can be 
found in the Additional Information Section. 

(2) Describe the procedures for due process when a student is suspended or expelled as a 
result of a code of conduct violation, including a description of the appeal process that the 
school will employ for students facing expulsion. 

When a student is recommended for suspension or expulsion the administration will convene a 
disciplinary team meeting in order to speak with the parents/guardians and the student. The family 
will receive prior written notice regarding the meeting. The team will review any documentation 
regarding the code of conduct violation, and the parents/guardians and student will be given an 
opportunity to present any evidence on the student’s behalf. The team will make a determination 
regarding the suspension or expulsion. If the parents/guardians disagree with the decision, they 
may appeal to VPA of Nevada board. A meeting will be scheduled, with prior notice given to the 
family, and the Board will decide based on the evidence presented from both sides. 

(3) Describe the process for completing a plan of action based on restorative justice prior to 
engaging in suspension and/or expulsion proceedings as required under Assembly Bill 168 
(2019). 

VPA of Nevada will utilize a restorative justice approach as a discipline policy, which is aimed at 
guiding students towards taking responsibility for their choices, understanding the consequences, 
impact and potential or actual harm caused, and take steps to amend their choices and ensure that 
they are discouraged from causing future harm. The code of conduct and discipline policy will be 



 

Virtual Preparatory Academy of Nevada - Page | 77   

reviewed, developed, and amended by VPA of Nevada board to ensure that a safe learning 
environment is in place for all students, and that all measures are taken in order to offer students 
the chance to remain within the learning community, and maintain positive relationships.  

(4) Who will be responsible for implementing the school’s discipline policy, including 
ensuring that accurate disciplinary records are maintained, and that discipline data Is 
reported to the SPCSA?  

The Head of Schools, Special Education Director and Operations/Attendance Manager will be 
responsible to ensure that all disciplinary procedures are well documented and reported to parent, 
the Board, and the State Public Charter School Authority when applicable.  

(5) How will the school track discipline data and how will this data be used make needed 
changes for school culture? What actions does the school plan to take in order to monitor for 
and prevent disparities in discipline practices between student groups? For CMO applicants, 
and applicants intending to contract with a CMO or EMO, describe how the schools currently 
affiliated with the CMO/EMO have monitored for and addressed any disparities in discipline 
practices between student groups. 

Behaviors of concern in online schools are demonstrated primarily as non-attendance and non-

engagement. However, instances of inappropriate use of technology, academic dishonesty, and 

bullying do sometimes occur. The school will have a clear Code of Conduct included in the Parent 

and Student Handbook and acknowledged by parents and students upon enrollment. The Code of 

Conduct will detail offense categories and the progression of consequences/disciplinary actions.  

Disciplinary incidents will be logged within the school’s student information system, Power School, 

and will be reported in all state data reporting submissions as required. Given that all incidents and 

consequences will be logged the school is able to easily pull data on incidents with accompanying 

student demographic information. This provides the school with the data needed to audit processes 

for any disproportionality in application of consequences. Additionally, the information submitted 

in federally required Civil Rights Data Collections will call out any disparities in discipline practices.  

The school will also provide training on bias identification and culturally responsive practices to 

ensure that staff are well educated regarding fair and equitable approaches for all students.   

(6) Describe the school’s proposed parent grievance policy.  

VPA of Nevada is committed to fostering and achieving student/family satisfaction. VPA of Nevada 
does not discriminate on the basis of a protected class including but not limited to race, color, 
ethnicity, national origin, age, religion, gender or gender expression, disability, or sex, in the 
programs or activities which it operates or the employment therein or admission thereto. VPA of 
Nevada strictly adheres to all non-discrimination and anti-harassment laws and does not tolerate 
acts of harassment. 
 
The following procedure ensures that student/family grievances are addressed fairly by the 
appropriate people in a timely manner. 
 
VPA of Nevada will designate several staff members as coordinators of non-discrimination and anti-
harassment. The identity and contact information for these staff members will be listed in the 
school handbook. The coordinators are responsible for monitoring and ensuring compliance with 
all non-discrimination and anti-harassment law. The coordinators shall document all reports of 
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discrimination or harassment and establish a protocol for recordkeeping. 
 
Step 1: The student and parent(s), custodian(s), or legal guardian(s) should address in writing any 
concern or grievance to the Head of School. The Head of School will respond in writing within ten 
(10) working days. If the concern or grievance is not resolved by the Head of School, the parent(s), 
custodian(s), or legal guardian(s) may request a meeting (via phone or in person) with the Head of 
School to discuss the concern or grievance. The meeting request must be in writing. The Head of 
School shall investigate and respond within ten (10) working days. The Head of School contact 
information is located in the school handbook and is listed in the Help section on the school’s 
learning system. 
 
Step 2: If the family’s concern is not resolved at the meeting with the Head of School, the family may 
file a complaint with VPA of Nevada Board, and they will attempt to resolve the issue. To be 
consistent with the follow-up timeline of the Head of School, the Board President or designee will 
meet with the parent/guardian within ten days. A meeting will be scheduled virtually, by phone, or 
in person that will include the parent, Board President/designee, Head of School, Principal, teacher 
and/or student if applicable. The Board of Directors’ contact information is available on the school 
website. 
 
Step 3: If VPA of Nevada Board does not resolve the situation, the family may file a complaint with 
the Nevada State Public Charter School Authority. 

SCHOOL STRUCTURE: CALENDAR AND SCHEDULE 

(1) As Attachment 3, provide the annual academic schedule for the school (included in the 
student/parent handbook). Explain how the calendar reflects the needs of the student 
population and the educational model. 

As previously mentioned, VPA of Nevada will be providing a 180-day calendar with traditional 

school day hours. This will allow the most support for at-risk students in need of additional 

assistance before, during and after regular school hours. In addition, this calendar most closely 

reflects the calendars of other schools, so that if siblings, neighbors, and other family members are 

in different educational models, they may still share a similar schedule, making the transition to a 

virtual schedule less impactful on a family’s needs. The following is a draft of a K-5 weekly schedule 

that complies and goes well beyond the minimum instructional minutes to increase opportunities 

to catch up or accelerate a student’s learning.  A final schedule will be determined by the Head of 

Schools and the teachers that focus on individual, classroom, and school improvement goals.  
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(2) Describe the structure of the school day and week, including the length of the school 
day, start times, and dismissal times.  Include the number of instructional minutes/hours in 
a day for core subjects such as language arts, mathematics, science, and social studies.  
Explain why the school’s daily and weekly schedule will be optimal for the school model and 
for student learning.  Provide the minimum number of hours/minutes per day and week that 
the school will devote to academic instruction in each grade.  

All VPA of Nevada students are assigned to a block schedule that integrates language arts with 
social studies and math with science regardless of grade level. Students will receive and execute 
assignments in the same rhythm of a traditional school. Live instructional sessions will be offered 
daily. Our daily and weekly schedule meets and exceeds the minimum number of instructional 
minutes. 

EARLY ELEMENTARY K-3 SAMPLE ACTIVITIES:  

• Parent/Guardian logs into the AMP learning system.  
• AMP learning system serves up lessons for the day and scheduled activities including those 

activities to be supported by the Parent/Guardian and Teacher.  
• Parent/Guardian and Student read together the assignments and the daily schedule.  
• Student and Parent/Guardian organize the materials for the day’s lessons and begin typical 

early elementary activities in three to four subject areas of concentration involving 
perceptual-motor development, reading individually out loud, listening, reading together 
out loud, and basic numeracy skill development.  

VPA of Nevada Block Schedule 

K – 6TH GRADES 

TIME MONDAY TUESDAY WEDNESDAY THURSDAY FRIDAY TOTAL DAILY 
MINUTES 

TOTAL WEEKLY 
MINUTES 

8:00 – 8:30 COMMUNITY/SEL COMMUNITY/SEL COMMUNITY/SEL COMMUNITY/SEL COMMUNITY/SEL 30 150 

8:30 – 10:35 LITERACY/SOCIAL 
STUDIES BLOCK 

LITERACY/SOCIAL 
STUDIES BLOCK 

LITERACY/SOCIAL 
STUDIES BLOCK 

LITERACY/SOCIAL 
STUDIES BLOCK 

LITERACY/SOCIAL 
STUDIES BLOCK 

125 625 

10:35 – 10:50 BREAK BREAK BREAK BREAK BREAK 15 75 

10:50 – 11:35 SMALL GROUP 
TARGETED 

INSTRUCTION 

SMALL GROUP 
TARGETED 

INSTRUCTION 

SMALL GROUP 
TARGETED 

INSTRUCTION 

SMALL GROUP 
TARGETED 

INSTRUCTION 

SMALL GROUP 
TARGETED 

INSTRUCTION 

45 225 R/E 
 

11:35 – 12:35 LUNCH/MUSIC LUNCH/PE LUNCH/PE LUNCH/PE LUNCH/PE 60 150 LUNCH 
120 PE 

12:35 – 2:40 MATH/SCIENCE 
BLOCK 

MATH/SCIENCE 
BLOCK 

MATH/SCIENCE 
BLOCK 

MATH/SCIENCE 
BLOCK 

MATH/SCIENCE 
BLOCK 

125 625 

2:40 – 3:00 BREAK BREAK BREAK BREAK BREAK 15 75 

3:00 – 3:45 
**(7/8 4:15) 

SMALL GROUP 
TARGETED 

INSTRUCTION 

ART SMALL GROUP 
TARGETED 

INSTRUCTION 

ART SMALL GROUP 
TARGETED 

INSTRUCTION 

60 135 R/E 
120 SPECIALS 

 

NEVADA WEEKLY MINUTES 
 

Literacy / Foundation Skills –       Special Areas  

*K-2: 395 minutes per week/3-5: 355 minutes per week   *Music – K-5: 60 minutes per week/Specials (PE/ART/)– K-5: 90 minutes per week  

Social Studies –        THIS MODEL IS 60 MINUTES MUSIC /90 MINUTES ART/120 PHYSICAL EDUCATION 

*K-2: 200 minutes per week/3-5: 220 minutes per week   

THIS MODEL 625 BLOCK MINUTES PER WEEK K-6/ Intervention & Enrichment – *K-6: 150 minutes per week 

640 Minutes 7 & 8. THIS MODEL IS 360 MINUTES PER WEEK (SMALL GROUP TARGETED INSTRUCTION) 

  

Math – 

*K-5: 365 minutes per week      *Minimum number of Nevada Instructional minutes    

Science –        **The 7-8th Grade day ends at 4:15 with an additional 15 minutes added for the  

*K-2: 220 minutes per week/3-5: 240 minutes per week  Literacy/Social Studies block as well as the Math/Science block 

THIS MODEL 625 MINUTES PER WEEK/640 MINS 7 & 8   
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• Student and Parent/Guardian attend synchronous sessions with teacher via the web 
classroom.  

• Student participates independently in technology supported personalized lessons and 
activities within supplemental curriculum resources. For young learners, these activities are 
often presented as learning games served up by the AMP system.  

• Parent/Guardian submits offline learning time via course embedded Offline Tracker. All 
time is reviewed and approved by the state certified teacher.  

• Teacher and Parent/Guardian review progress and Teacher modifies AMP System’s course 
pacing and supplemental lessons as needed to maximize the learning potential of the 
student.  

 

UPPER ELEMENTARY 4-5 SAMPLE ACTIVITIES:  

• Parent/Guardian and Student log into AMP learning system.  
• AMP System serves up lessons for the day and scheduled activities including those activities 

to be supported by the Parent/Guardian and Teacher.  
• Parent/Guardian and Student read together the assignments and the daily schedule.  
• Student and Parent/Guardian organize the materials for the day’s lessons and begin typical 

upper elementary activities in four to five subject areas of concentration involving 
perceptual-motor development, reading individually out loud, listening, reading together 
out loud, and basic numeracy skill development in addition to science, language 
development, and foreign language study if assigned.  

• Student is introduced to age-appropriate novels and other readings and assigned reading 
assignments from a reading list of relevant novels.  

• Student interacts with technology supported learning activities designed to strengthen 
academic skills at a level determined by computer adaptive academic skill testing to be the 
appropriate level for the student.  

• Parent/Guardian and Student submit offline learning time via course embedded Offline 
Tracker. All time is reviewed and approved by the state certified teacher.  

• Teacher verifies attendance (min. of 5 hours required daily)  
• Teacher and Parent/Guardian review progress and Teacher modifies AMP System’s course 

pacing and supplemental lessons as needed to maximize the learning potential of the 
student.  
 

MIDDLE SCHOOL 6-8 SAMPLE ACTIVITIES:  

• Parent/Guardian and Student log into AMP learning system.  
• AMP System serves up lessons for the day and scheduled activities including those activities 

to be supported by off-line activities and the organization of science experiments to be done 
in concert with the online science curriculum.  

• Parent/Guardian reviews the days lessons and activities with the student.  
• Five or six subject areas are prepared for the day’s learning activities.  
• Student attends synchronous learning sessions present under the direction of the Teacher.  
• Student interacts with others online in the development of group projects and assignments 

that require peer collaboration to complete.  
• Student interacts with technology supported learning activities designed to strengthen 

academic skills at a level determined by computer adaptive academic skill testing to be the 
appropriate level for the student.  
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• Student works independently on skill and knowledge attainment assignments.  
• Student reviews expected outcomes for the day.  
• Student takes quizzes and end of unit exams to measure skill mastery and attainment based 

on the lessons for the day.  
• Student electronically submits all required written assignments to the Teacher.  
• Parent/Guardian and Student submit offline learning time via course embedded Offline 

Tracker. All time is reviewed and approved by the state certified teacher.  
• Teacher verifies attendance (min. of 5.5 hours required daily)  
• Teacher, Student and Parent/Guardian review daily progress and Teacher modifies AMP 

System’s course pacing and supplemental lessons as needed to maximize the learning 
potential of the student.  

• Parent/Guardian logs into Parent/Guardian AMP System account to review progress and 
request assistance if needed.  

• Teacher meets virtually and by web conference tools with Parent/Guardian and Student 
regularly to review monthly progress, complete required documentation, and provide 
academic counseling. As needed, teachers would refer Students/families to the Student 
Services Team for engagement support or any wrap around service supports. 

 

Describe your goal for student attendance and explain how you will ensure high rates of 
student attendance. Who will be responsible for collecting and monitoring attendance data? 
What supports will be in place to reduce truancy and chronic absenteeism? 

Obviously, attending school is important but student engagement is critical for student success in a 
virtual school. Beyond the expectations that the school has for constant communication between 
the teacher, learning coach and school administration, the school will have an Attendance Support 
Specialist, Student Coaches, an advisor, and counselor. The AMP system provides real time data that 
tracks not only the attendance of the students but their engagement.  Having access to real time 
information on student engagement allows the school to react, take corrective actions to get the 
student back on track and hold all adults accountable, i.e., the learning coach, teacher, and the 
school.   

The goal of VPA of Nevada is to ensure that the average rate of daily student attendance is 95% or 
greater. Attendance records will be collected and monitored every day. Classroom teachers will be 
the first point of contact in tracking and reviewing daily attendance and will report on chronically 
absent students to the Attendance Support Specialist on a weekly basis. The committee will make 
recommendations to parents/guardians of flagged students in order to encourage and support a 
return to the classroom.   
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(4) Operations Plan 

BOARD GOVERNANCE 

(1) Describe the primary roles of the governing board and how it will interact with the 
principal/head of school and any advisory bodies.  Explain how the board will evaluate the 
success of the school and school leader; and how the board will ensure that there will be 
active and effective representation of key stakeholders, including parents.  

VPA of Nevada’s Board will be responsible for overseeing the operation, administration, and fiscal 
affairs of the Charter School including but not limited to: 
 

• Approval of the annual school budget, calendar, salary schedules, major fundraising events, 
and grant writing; 

• Negotiation and approval of contracts with outside entities; 
• Approval of all contracts, contract renewals, and personnel actions (e.g., hiring, discipline, 

dismissal); 
• Approval of bylaws, resolutions, and policies and procedures of school operation; 
• Approval of all changes to the charter to be submitted to the State Public Charter School 

Authority as necessary in accordance with applicable law; 
• Long-term strategic planning for the charter school; 
• Participation as necessary in dispute resolution; 
• Monitoring overall student performance; 
• Reviewing and approving the selection of the Head of School, as necessary; 
• Reviewing and approving the evaluation of the Head of School; 
• Monitoring the performance of the charter school and taking necessary actions to ensure 

the Charter School remains true to its mission, philosophy, and charter; 
• Monitoring the fiscal solvency of the charter school; 
• Participation in the charter school’s independent fiscal audit/s; 
• Participation in the charter school’s performance report to the State Public Charter School 

Authority; 
• Participation as necessary in student expulsion matters; 
• Increasing public awareness of the charter school; and  
• Fostering and supporting fundraising efforts.  

 
Research in the education sector clearly confirms that employing a strong, highly competent leader 
increases a charter school’s ability to succeed. A board ideally builds an effective, productive, and 
trusting relationship with the school leader, working in constructive partnership on behalf of the 
students and academic achievement. Building this relationship between the school leader and the 
board of directors is critical for the success of every charter school.  
 
A high performing board both supports the school leader and holds the leader accountable to 
mutually agreed upon expectations. Roles and responsibilities will be clearly defined, and the 
annual goals will be clearly established. The annual school leader performance becomes a tool for 
accountability, progress assessment, discussion, and support.  

A board must champion its leader, building trust and encouraging candor and open 
communications. Collectively, board and staff come together to address challenges, both proactive 
and reactive. In particular, the relationship between the board chair and school leader sets the bar 
for the rest of the board; if this is a strong, candid, and supportive relationship, then the board as a 
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whole is likely to function in a similar manner. In addition, a truly high-performing partnership 
allows for proactive planning for both board and staff leadership transitions. 

The current five-member School Board reside in Clark County, Nevada and will be near the eventual 
administration office where Board meetings will be conducted.  Throughout the year most meetings 
(70%) will take place in Clark County with some meetings, based on member availability and 
agenda topics, will occur virtually.  As the school grows in size and geographically, the Board will 
seek regional representation for additional Board membership that will include parents. 

(2) Summarize the qualifications and experience of proposed members of the governing 
body of the school.  Please identify each proposed board member and describe why they are 
uniquely qualified to serve on this governing board serving this target community. 
Additionally, please submit the requested board information in the provided Board Member 
Template (provide as Attachment 4).  

A sponsor may not accept an application from a committee to form a charter school whose 
membership includes: 
     (a) A potential contractor of the proposed charter school; 
     (b) A potential lessor of a facility that the proposed charter school may lease; 
     (c) A representative of an educational management organization with which the 
proposed charter school may contract; 
     (d) A person related by blood or marriage to a person described in paragraph (a), (b) or 
(c); or 
     (e) Two or more persons who are related by blood or marriage to each other. 
 
The Board shall be comprised of no less than five (5) and no more than nine (9) members, unless 
changed by amendments to the bylaws. All Board Members shall have full voting rights. All Board 
Members shall be appointed by the existing Board during an open public meeting. No persons 
serving on the Board may be an interested person. An interested person is (a) any person currently 
being compensated by the School or by Accel for services rendered to it within the previous 12 
months, whether as a full-time or part-time employee, independent contractor, or otherwise, 
excluding any reasonable compensation paid to a trustee as trustee; and (b) any brother, sister, 
ancestor, descendant, spouse, brother-in-law, sister-in-law, son-in-law, daughter-in-law, mother-in-
law, or father-in-law of such person. The Board may adopt other policies related to restricting 
potential conflicts of interest.  
 
The initial Board is made up of volunteers that were identified because of an interest in virtual 
education and diverse experiences of education, including on-line education. To assure the 
successful operation of the school and implementation of school policy, the school will maintain a 
diverse Board of Trustees with experience in relevant fields, such as curriculum, instruction and 
assessment, finance, and business management, among other skills.  
 

(3) Provide, as Attachment 5, a completed, signed, and notarized Board Member Information 
Sheet for each proposed Board member as well as the board member’s resume and a 
thoughtful biographical summary outlining the particular qualifications of each board 
member as relates to both service on a public charter school board and to the specific needs 
of this particular proposed charter school.  

 
See Attachment 5 
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(4) If the full founding board has not yet been identified, explain how and when the 
additional board members will be identified.  

Five Board members were already established prior to and during the submission of this proposal.  

(5) Describe the board’s ethical standards and procedures for identifying and addressing 
conflicts of interest. Provide, as Attachment 6, the board’s proposed Bylaws, Code of Ethics, 
and Conflict of Interest policy.  

The Board’s adopted by-laws include a Conflict of Interest section that provides:  

A Director shall inform the Board of Directors of any direct or indirect conflict of interest which the 
Director has with regard to any transaction contemplated by the Board of Directors (a “Conflict of 
Interest”).  A Conflict of Interest shall exist in Board actions including, but not limited to, actions 
concerning a transaction: (i) in which the Director has a material financial interest, or (ii) in which 
the Director is presently serving as a director, trustee, officer, or general partner of another party. 

The Director with a Conflict of Interest may participate in the discussion if requested to do so by a 
majority of the Board of Directors but may not vote on the transaction. The transaction is 
authorized, approved, or ratified by the vote of a majority of the directors in office who have no 
Conflict of Interest (which must be more than one Director) and when a majority of the Directors 
who have no Conflict of Interest so vote, a quorum is deemed present at the meeting for the 
purposes of that vote. 

Should any board member feel that another member’s relationship results in a real or perceived 
conflict of interest, the board would address the issue in accordance with any adopted Conflict of 
Interest policy. 

At its June 23, 2021, board meeting, Board members reviewed and approved a Conflict of Interest 
Policy (included as Attachment 18). This policy has been developed in accordance with guidelines 
that have been made publicly available through the Nevada Ethics Commission.   

(6) Identify any existing relationships that could pose actual or perceived conflicts if the 
application is approved; discuss specific steps that the board will take to avoid any actual 
conflicts and to mitigate perceived conflicts. If these relationships pertain to members of the 
committee to form, this information should match the committee to form disclosures. 

There is no existing relationship at this time that could pose actual or perceived conflicts if the 
application is approved.  Resolution to any conflicts is referenced in the language above.  

(7) Describe plans for increasing the capacity of the governing board. How will the board 
expand and develop over time?  

The Board will seek to expand to seven voting members and will recruit regional representation, 
including parents, for additional Board membership. The current Board members have committed 
to a two-year term, and we do not anticipate adding any new members until sometime after VPA of 
Nevada becomes operational.  Any vacancies during a member’s term will be filled as described in 
the by-laws. When the Board decides it is ready to increase board membership, it will review the 
Board’s and the School’s priorities to determine what experience and strengths it needs from new 
members. Criteria will be developed by the Board for future recruitment that may include but not 
be limited to geographic location, activity, and interest in the school, and strengthening the Board’s 
expertise in key areas such as technology, training/development, school operations, human 
resources, etc.  
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(8) Describe plans for increasing the capacity of the governing board. How will the board 
expand and develop over time?  

Currently, the organizing Board is represented in the areas of finance, fundraising/development, 

construction/real estate, education, human resources and three of the five members have Board 

experience.  One Board member is the parent of young, pre-school aged children and the remaining 

members have adult children.  Following the organizational year, the Board plans to expand from 

their current five-member Board to a seven-member Board adding a parent representative from a 

student in the school and an individual from the legal, technology or medical field.  

The members of VPA of Nevada Board will be offered annual professional development training 
opportunities and will be expected to complete 4-6 hours each year that they remain in service to 
the Board. A retreat will be planned annually for the board staff to come together, share, and 
expand their capacity as a group. Members will be encouraged to attend the charter school 
conferences and remain apprised of the Charter School Association of Nevada local and regional 
professional development offerings. The Board will also be responsible for creating, sustaining, and 
recruiting quality board leadership. 

(9) Describe the kinds of orientation or training new board members will receive and what 
kinds of ongoing development existing board members will receive.  The plan for training 
and development should include a timetable, specific topics to be addressed, and 
requirements for participation.  

In addition, and as part of the process for ensuring the best candidate is selected to become a 
member of the Board, current Board members will have the opportunity to interview/talk with 
prospective new board candidates.  Prospective candidates will be required to attend a board 
meeting.  Once a new Board member is selected, orientation will include meeting with the Board 
President to review the school charter, by-laws, board policies, and the management agreement; a 
meeting with the Head of School, and to attend a virtual elementary and middle school classroom.    

(10) Describe the working relationship between the board and staff (academic, operations, 
and financial) and the working relationship between the board, staff, and any education 
management organization. Outline the regular reports that will be provided to the board, 
their frequency, and who will provide them. This may include financial, operational, and/or 
or academic reports. 

The working relationship between the Board and staff begins with transparency and open 
communication.  It’s imperative that the Board establishes trust with their Head of School and vice 
versa for the Head of School.  The HOS is the primary contact and representative of the school and 
operates more like a Superintendent compared to a building principal.  

(11) Describe any board committees, advisory bodies, or councils to be formed, including 
the roles and duties of those bodies. Describe the planned composition; the strategy for 
achieving that composition; the role of parents, students, and teachers (if applicable); and 
the reporting structure as it relates to the school’s governing body and leadership.  

The Board are all engaged in the proposal review and have attended several Board meetings. Each 
Board member was responsible for the review and input on specific sections of the proposal based 
on their experiences and interests. Each Board member reviewed the final proposal on July 9 and 
provided additional input to include in the proposal. The areas each Board member is responsible 
for are the following:  

• Tom Bickart – Finance & Contract 
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• Rory T. Edwards – At-Risk & Operations 
• Kim Metcalf – Academics & At-Risk 
• Stacie Kodba – Academics & At-Risk 
• Marie Manalansan – Enrollment & Staffing 

(12) Explain the process that the school will follow should a parent or student have an 
objection to a governing board policy or decision, administrative procedure, or practice at 
the school. 

When there is any grievance, the appropriate protocols should first address the primary root cause 

from which a complaint has arisen.  There will be an expectation that a process has been followed 

prior to taking this complaint to the Board. 

If there is a school complaint regarding a teacher and/or school policy, the expectation will be that 

the parent first schedules a meeting to discuss the issue with the teacher.  If the issue is not 

resolved, the parent or teacher will contact the Head of School to schedule a follow-up meeting with 

the goal of resolving the issue.  Once this meeting occurs, if the issue is not resolved, the parent can 

submit their complaint in writing to the School Board.  The Board President can offer to meet with 

the parent and HOS and again work toward the resolution of the issue.  The parent certainly has the 

right to present their grievance publicly at a Board meeting, but the goal should be to resolve the 

issue, take corrective action if warranted and minimize any negative attention on the school.  If 

after following this protocol, the parent is still not satisfied with the remedy, they can present their 

complaint to the State Public Charter School Authority.  

VPA of Nevada will prepare a Grievance Policy in order to utilize should parents/guardians or 
students have an objection to a policy, decision, procedure or practice. In this occurrence, 
grievances may be submitted for review at any time. The school will assemble any involved parties 
including the administration, teachers, and parents. Once a written grievance is submitted, the team 
will review the grievance and discuss options to remedy the grievance. Every effort will be made in 
order to ensure that all grievances are dealt with in an equitable manner. The administration team 
and VPA of Nevada Board will actively review and respond to the grievance and thoroughly review 
options for solutions in a collaborative manner.  

(13) What goals will be established for the board and how will board members be held 
accountable?  Outline the key expectations for board members in the table below.  You may 
add rows as appropriate.  What actions would trigger removal from the board and under 
what process? 

 VPA of Nevada believes that a high-quality school must be governed by individuals who are 

responsible stewards of public funding while upholding the charter’s mission. The Governing Board 

members will be professional and ethical at all times, supporting the school’s mission and vision. 

They will provide oversight for the operations, leadership, and policies of the school. Specifically, 

their duties will include responsibility for ensuring legal compliance, evaluating the school leader, 

setting goals for measuring academic success, allocating resources appropriately and approving an 

annual budget, approving school policies and procedures, and fundraising for the school. As an 

initial matter, the Board has closely assessed the Accel program and services to ensure alignment 

with its priorities and is actively negotiating the management agreement so that the Board and 

Accel are equal partners with a clear view of each other’s responsibilities. 
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VPA of Nevada’s Board is committed to being knowledgeable about laws and regulations governing 

the school and will seek guidance from board counsel and participate in annual training as required 

by the Authority and State law. They are prioritizing diversity within their members, transparency 

to their stakeholders, and accountability to the SPCSA as their authorizer. They will also seek to 

avoid conflicts of interests and keep students’ academic success as a foremost priority.  

VPA of Nevada Board will set annual school improvement goals based on prior year state 

assessment results, in-year benchmark and course completion rates, student engagement metrics, 

and other important non-academic metrics such as parent/guardian, student, and staff satisfaction 

rates.   

 

Goal Purpose Outcome Measure 

Understand and abide by the Nevada 
Open Meeting Law (OML) as codified in 

NRS Chapter 241 

Understand and apply the law None 

Fulfill responsibilities and expectations of 
the board to the fullest extent possible 

Support mission and vision None 

Understand and support the educational 
philosophy, curriculum, and discipline 

policy 

Support mission and vision None 

Attend annual board retreat Foster growth, set goals, and 
increase leadership efficacy 

Retreat attendance 

Participate in 4-6 hours of professional 
development yearly 

Increase board capacity Hours recorded by 
board secretary 

Attend PTO meetings and school events Support the school, stakeholders, 
teachers, and parents 

Attendance recorded 
by the board secretary 

Participate in school site visits twice 
annually 

Support the school, stakeholders, 
teachers, and parents 

Attendance recorded 
by the board secretary 

LEADERSHIP TEAM  

(1) Describe the proposed organizational model; include the following information: 

(a) Organizational charts for year one and one for when the school is at full 
capacity 

 

Please see the included charts below. 

(b) Job descriptions for each leadership role (provide as Attachment 7) 
 

See Attachment 7. 
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(c) Resumes of all current leadership (provide as Attachment 8). NOTE: It is 
strongly encouraged that high quality school leaders/principals with strong 
track records of success with the target population be identified for any school 
which wishes to open in the 2022-23 school year.   

 

VPA of Nevada will not hire school leadership or teachers until the charter application has been 

approved. At that time, resumes and will be collected and submitted for review. 

(d) Previous student achievement data for the individual primarily responsible for 
academic programming (provide as part of Attachment 9)  

 

VPA of Nevada will not hire school leadership or teachers until the charter application has been 

approved. At that time, prior achievement data will be collected and submitted for review. 
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(2) Describe the team’s individual and collective qualifications for implementing the school 
design successfully, including capacity in areas such as: 

(a) School leadership, operations, and governance; 
(b) Curriculum, instruction, and assessment; 
(c) At-risk students and students with special needs; 
(d) Performance management; and 
(e) Parent and community engagement. 

 

VPA of Nevada will be hiring school leadership roles after the application has been accepted. After 

the acceptance is received, recruiting will begin. School leaders will be expected to have expertise in 

leadership, operations, school governance, curriculum, instruction, and assessment, serving at-risk 

students and those with special needs, experience in performance management and in parent and 

community engagement. Team members will be recruited and hired based on these criteria in 

order to find those that are most qualified and also have personal educational philosophies that 

align with the mission and vision of the school. At all times, recruits will be measured against as 

many of the above qualities as possible, and when not possible, the team will be created in order to 

balance strengths and weaknesses to reflect the necessary criteria. 

 

(3) Explain how the school leader will be supported, developed, and evaluated.  Please 
include any existing competencies used for school leader selection and evaluation, if 
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available (provide as Attachment 10). Provide, as Attachment 12, your leadership evaluation 
tool(s), as well as any supporting protocols or documentation. 

The Head of School will be supported, developed, and evaluated by VPA of Nevada Board using the 
Nevada Educator Performance Evaluation System (NEPF). Administrative members will set goals 
and the board will ensure that the goal setting is in alignment with the NEPF.  

(4) Explain your school leader’s role in the successful recruitment, hiring, development and 
retention of a highly effective staff. 

The Head of School and VPA of Nevada Board members will work together to recruit and retain 

highly qualified teachers and staff. The Head of School will assist the Board and the marketing team 

in creating and sustaining a diverse marketing plan to recruit, hire and retain effective and highly 

qualified teachers. 

(5) Explain your school leader’s role in providing instructional guidance and school culture 
guidance. What role will other members of the leadership team play in providing 
instructional guidance and school culture guidance?  

The Head of School will be responsible for the day-to-day management of the school including the 
academic operations, to include instructional guidance. The Head of School will perform teacher 
evaluations in order to review, document, support and offer instructional guidance as needed. The 
Head of School is also expected to embody and model all aspects of the school mission, vision, and 
culture. As previously stated, the Head of School will understand and respect the complexity of 
virtual learning and support the school’s teachers both professionally and personally. The Head of 
School will build relationships with his or her students, teachers, parents, and the School Board- a 
leader who demonstrates a “with me”, not “for me”, attitude working and learning alongside the 
teachers.   

(6) Please provide the succession plans for your proposed school’s leader. This should 
include both emergency/temporary succession plans as well as detailed description for how 
potential school leaders will be cultivated and developed.     

In the third year of the school and Principal will be added to the school.  The Principal is the 
academic leader of the school and assistant to the Head of School.  It is always our primary goal to 
keep our leadership team intact, but we also recognize that good school leaders aspire to gain 
experience in other positions.  The Principal will be immersed in the day-to-day operations and 
mentored by the Head of School.  If or when there would be a change, we are confident based on the 
quality of leaders we hire that there would be a smooth transition.  

STAFFING 

(1) Complete the following table indicating projected staffing needs for the proposed school 
over the next six years. Applicants which propose to grow their schools to multiple 
campuses based on the school’s academic performance should also complete the second 
table outlining projected staffing needs for the entire network over the next six years. 
Include full-time staff and contract support that serve the network 50% or more. Change or 
add functions and titles as needed to reflect organizational plans. 
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Proposed New School 

Year 2022-23 2023-24 2024-25 2025-26 2026-27 2027-28 

EMO/CMO Organization Positions  

Sr. Directors Operations * * * * * * 
Executive Vice President * * * * * * 
Director of Student Development * * * * * * 
Director of Curriculum * * * * * * 
Director of Special Ed * * * * * * 
Director of Finance * * * * * * 
Director of IT Support * * * * * * 

Total Back-Office FTEs * (Not included in FTE count, and called upon as needed) 

School Staff  

Head of School 1 1 1 1 1 1 
Principal 0 0 1 1 1 1 
Registrar 1 1 1 1 1 1 
Operations Manager 1 1 1 1 1 1 
Manager of Special Education 1 1 1 1 1 1 
ELL Coordinators 1 1 2 2 2 2 
School Counselors .5 1 1 1.5 2 2 
Advisors .5 1 1 1.5 2 2 
Success Coaches 4 6 8 10 12 12 
General Ed Teachers 16.7 25 33.3 41.7 50 50 
Special Education Teachers 3.1 4.7 6.3 7.8 9.4 9.4 
ELL/ELAD Teachers 1 1 1.3 1.6 2 2 

Total FTEs at School 30.8 43.7 57.9 71.1 84.4 84.4 

 

Add as many other lines as is necessary to capture all employees your school will hire.  

HUMAN RESOURCES 

(1)  Describe your strategy, plans, and timeline for recruiting and hiring teachers.  Explain 
key selection criteria and any special considerations relevant to your school design.  

Accel would begin recruiting in the early spring for school launch and would prioritize the hiring of 

a Head of School.  The recruiting team works with the Head of School and other leadership to agree 

on key selection criteria, compensation structure, and hiring process.  Accel seeks to hire a balanced 

workforce of seasoned teachers and newly trained graduates.  Candidates are screened for their 

experience in and passion for online instruction. 

VPA of Nevada will actively recruit qualified and dedicated teachers who are excited to support a 

rigorous and nurturing classroom environment that prioritizes student learning and social-

emotional development. The school will look to hire a diverse staff of passionate administrators 

and educators who value research-based practices and a desire to grow as professionals. We will 

work tirelessly to raise student achievement, regardless of historical barriers, while committed to 
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participating in ongoing professional development, job embedded instructional coaching, and 

embracing a growth mindset.  

In order to ensure the highest quality of educators, we will recruit candidates that we believe will: 

embody the core values of the school, participate in continuous, research-based professional 

development to hone their craft, demonstrate a passion for personal improvement, are willing to be 

held accountable for student learning, and who will effectively and regularly communicate with 

parents, other teachers, and the school leadership. We will provide numerous professional 

development opportunities for our teachers, will support them with a full time, online trainer, and 

will reward teachers for high quality performance. 

We will advertise positions on widely used education-focused job boards including Education 

Week, SchoolSpring, Teacher-Teachers, LinkedIn, Indeed, Handshake, university sites, as well as 

recruit using one-to-one and event strategies.  We will conduct a thorough interview process with 

multiple stages to identify top candidates.  Once top candidates are identified, we will conduct 

comprehensive reference checks to include recent supervisors.  

(2) Describe your plan to recruit and hire teachers/staff who are representative of your 
student body. 

During the hiring process, we look for candidates who have experience working with at-risk 

students.  That includes candidates who have worked in Title I schools and/or dropout recovery 

programs.  Additionally, candidates who have worked in online education bring value experience as 

they have learned multiple approaches to engage students. 

VPA of Nevada will provide equal employment opportunities to all employees and applicants 

without regard to race, color, religion, sex, ancestry, national origin, genetic information, citizen 

status, age, pregnancy, handicap or disability, gender including gender identity or expression, 

sexual orientation, marital status, civil union or domestic partner status, military status, or status as 

a veteran, or bankruptcy in accordance with applicable federal, state, and local laws.  In addition, 

the school will comply with applicable federal, state, and local laws governing nondiscrimination in 

employment.  

The school will also comply with the Americans with Disabilities Act and will provide reasonable 

accommodations for qualified individuals with disabilities as required by law.   

(3) List the proposed school’s salary ranges and employment benefits for each employee, as 
well as any incentives or reward structures that may be part of the compensation system. 
Explain the school’s strategy for retaining high-performing teachers. 

The school will offer a competitive compensation and benefits package to teachers and staff.  VPA of 
Nevada Board and Head of School will work with the Accel HR support team to review state salaries 
by position.   

Compensation and benefits are key recruitment and retention tools. Some strategies employed to 

recruit desirable candidates include:  
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• Using salary structures that recognize educational attainment and experienced teachers’ 
prior years in the classroom; 

• The use of sign-on bonuses when credentialed teachers are in short supply; 
• The use of performance-based incentives that are tied to student and school 

achievement; 
• The opportunity to participate in supplemental activities such as tutoring programs; 
• The opportunity to perform supplemental duties such as Lead Teacher or Teacher 

Mentor;  
• An affordable and attractive set of health, education, and supplemental benefits. 

 
The school will identify a base starting salary and then use a point system that would provide 
additional pay based on several factors including but not limited to years of teaching experience, 
especially in a virtual school, advanced degrees or professional licenses, licensed teachers in 
subjects where there is short supply, teachers willing to take on supplemental roles at the school, 
and teachers with unique skills.   

The school budget reflects an average teacher salary of $52,000 in Year 1 with an average 2% merit 
increase annually.  The Board has planned for a performance bonus allocation of 4% of payroll, to 
be distributed based on a mix of successful school outcomes and individual achievements. This 
annual bonus allocation scales accordingly with increased staff in future years. 

VPA of Nevada will pursue a competitive health benefit plan using the HR support services 

provided by Accel to work with national and or local brokers to procure the best health benefits 

plan possible within the school’s budget. 

The benefits will include medical benefits, dental and vision benefits, flexible spending plan, short- 

and long-term disability insurance, basic life insurance, and accidental death and dismemberment 

insurance.  

Ancillary Insurance Benefits - Full-time employees (those who work 30 or more hours per week) 

receive Short-Term Disability, Long-Term Disability, Basic Life, and Accidental Death & 

Dismemberment (AD&D) insurances.   

The school budget for employer health benefits was based on a competitive proposal using Accel’s 

national health insurance plan.   

(4) What is the proposed teacher-student ratio, as well as the ratio of total adults to 
students?   

The proposed teacher-student ratio is 1:24.4. 

The ratio of total adults to students is 1:17.3. 

(5) State the procedures - including the individual responsible for each step - for hiring and 
dismissing school personnel, including conducting criminal background checks.  

School staff are offered one-year employment agreements with the goal of continuing employment 

having met their evaluation goals.   The Human Resources department sets policies in conjunction 

with the school leadership that are compliant with federal, state, and local employment laws and 

reflective of best practices for a virtual school setting.   
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When the Human Resource department extends a written offer of employment, the letter explicitly 

states that the offer is contingent upon successful completion of a background check in line with 

state requirements.   As part of their new hire paperwork, candidates receive instructions for how 

to complete their background check. 

Once an employee has been hired, the school leader is the direct supervisor. If there is a 

performance or conduct issue, the Human Resources department is available to consult on ways to 

address.  Accel Schools uses a progressive disciplinary approach and encourages supervisors to 

provide clear and constructive feedback so that employees can successfully address workplace 

concerns.  Should termination be the appropriate course of action, the Human Resources 

department will ensure that proper legal steps have been taken and will partner with the 

supervisor to deliver the message. 

VPA of Nevada will conduct background checks and fingerprinting on all job candidates after a 

contingent offer of employment has been extended. The school may use a third-party administrator 

to conduct the background checks/fingerprints, and the background checks/fingerprints will be 

compliant with state and federal laws.  

All educators at VPA of Nevada must receive a clearance certificate issued by the state of Nevada 

before they are employed. For the issuance of a new clearance certificate for an educator employed 

at the school, the individual must have satisfactorily completed a criminal record check and not 

hold a revoked or suspended educator certificate in any state.   

(6) Explain how teachers will be supported and developed. Describe the school’s 
performance management system and process for teacher evaluation. Provide your teacher 
evaluation tool(s) as Attachment 11, as well as any supporting protocols or documentation.  

All teachers and school leaders will receive annual evaluations following the Nevada Educator 
Performance Framework Goals.  Both the teacher and leadership tools attached reflect individual, 
self-directed continuous improvement focused on these instructional and leadership goals. 

Nevada Educator Performance Framework Goals: 

• Foster student learning and growth 
• Improve educators' instructional practices 
• Inform human capital decisions based on a professional growth system 
• Engage stakeholders in continuous improvement and monitoring of a professional growth 
system  
 
The overall purpose of Nevada’s Educator Performance Framework is to identify effective 
instruction and leadership, and to establish criteria to determine: 
• whether educators are helping students meet achievement targets and performance 
expectations 
• whether educators are effectively engaging families 
• whether educators are collaborating effectively 
• the professional development needs of educators 
• information on which to base human capital decisions including rewards and consequences  
• whether educators are using data to inform decision making 
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(7) Please explain the responsibilities of each of your school’s administrative/leadership 
team members with regard to Human Resources. Identify the staff member responsible for 
leading payroll, benefits, and employee relations and describe how key Human Resources 
responsibilities will be managed. 

The Human Resources department will assign a Human Resources Business Partner to work with 
the school on employee relations issues and will be supported by the Operations team as well as 
our benefits brokers to manage administrative and benefits matters.  A Payroll Specialist will be 
assigned to process payroll.  A Talent Acquisition Specialist to staff all direct-hire positions.   

The Head of School in reality, is the Superintendent of School and is responsible for all oversight of 
the school and its’ employees.  The HOS is responsible for hiring all his or her administrative team 
and has oversight of the hiring of all the school’s teachers the first two years.  In year three, a lead 
administrator (principal) will be hired, and their main duty will be hiring and supervision of the 
school’s teachers.  The Operations Manager is the school leader responsible for the operations side 
of payroll and benefits. The OP will be responsible for communicating and executing the 
employment information, contracts, and school operations to the staff.  

(8) Explain how the school and organization intend to identify and address unsatisfactory 
leadership or teacher performance, as well as leadership/teacher changes and turnover.   

Some of the quantitative measures evaluated include academic performance, academic growth, 

student retention, and staff retention.  When there are deficiencies, supervisors are asked to 

provide employees with clear and constructive feedback as well as suggestions and resources for 

improvement.  Employees will be given a reasonable amount of time to incorporate feedback and 

demonstrate progress.  If an employee is not successful in their current role, we may look to see if a 

different role is available in which they could be more successful.  Efforts are made to minimize 

staff turnover during the school year so that students can have consistency in their school lives. 

The first step is to present performance expectations to the teachers, staff, and the leadership team.  

These expectations should be presented by the Head of Schools and communicated regularly how 

the schools staff performance increases the opportunity for student success.  The goal should be to 

retain the school’s leaders, teachers and, most importantly, the students. 

A due process should be followed that articulates in writing the concern, remediation, support 

including training and development that gives the individual every opportunity to be successful. 

When there is under-performance of a teacher or member of the leadership team, the expectation is 

that the supervisor meets with the individual to express their concern in a private meeting.  A result 

of that meeting should be documentation of what the expectations of performance are, a timeline of 

improvement and a timely follow-up meeting that is signed off on by participants.  If after the next 

meeting the individual has not performed satisfactorily, the individual will be place on an 

immediate improvement plan.  If the behaviors of the individual are contrary to the mission and 

vision of the school and is damaging the climate of the school, immediate action may occur up to 

and including suspension or termination.   
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It is paramount that student safety, both physical and emotional, is protected, and that they remain 
in a safe learning environment. It is also expected that employees are treated equitably and 
afforded every opportunity to show growth. However, in the event that employee performance is 
unsatisfactory, the teacher or staff member will be addressed as follows: 1) teacher evaluation data 
will be reviewed frequently. 2) At the first instance of subpar performance, administration will 
meet with the staff member to discuss the area(s) of concern. 3) The staff member may create a 
corrective action plan with administration to review goals for improving the area(s) of concern, and 
4) the administration will create a system of support and monitoring in order to review improved 
performance. If these steps are followed and the teacher does not improve through documented 
measures, the teacher may be reprimanded with disciplinary action up to and including corrective 
action of termination. 

(9)  Will your organization require additional support (from third parties or consultants) 
for core Human Resources functions (e.g., payroll, benefits administration, employee 
relations, etc.)?  If yes, please detail the areas that will require additional support and the 
costs and criteria for selecting such services. If not, please provide a detailed description of 
how these functions will be managed.  

Accel Schools uses vendors for various services and input including Human Resources Information 

Systems (HRIS), payroll tax processing and filing, benefits procurement, and compliance, as well as 

health and safety, as necessary.  

VPA of Nevada Board will have complete autonomy over the charter school budget. VPA of Nevada 

Board is planning on utilizing an independent third party for CFO services, and this individual will 

work closely with VPA of Nevada Board and the Board Treasurer to review all expenditures and the 

proposed budget prepared by Accel staff. Further, the CFO will review Accel’s invoices and the 

school’s financial reporting to ensure that the school’s resources are being spent according to the 

Board-approved budget. While Accel has the ability to make some purchases outside of VPA of 

Nevada budget without prior Board approval, the Board has limited this ability to emergency 

situations only. All other expenditures will either be approved through the budget process or, if 

additional expenses arise previously unaccounted for in the budget, Accel will provide information 

regarding the expenditure and the rationale to the Board prior to the expenditure, which is subject 

to their consideration and approval. 

STUDENT RECRUITMENT AND ENROLLMENT 
Like all public schools, public charter schools must be open to any such child, regardless of 
that child’s race, gender, citizenship, or need for accommodations or special education 
services. Thus, recruitment and enrollment practices should demonstrate a commitment to 
providing all students equal opportunity to attend the school, and help schools avoid even 
the appearance of creating barriers to entry for eligible students.  

(1) Explain the plan for student recruitment and marketing that will provide equal access to 
interested students and families, including how the school will comply with the 
requirements of R 131. Specifically, describe the plan for outreach to: families in poverty; 
academically low-achieving students; students with disabilities; and other youth at risk of 
academic failure. For schools which are giving one or more statutorily permissible 
admissions preferences pursuant to NRS 386.580 or SB390 (2015 session), please indicate if 
you plan to focus your student recruitment efforts in specific communities or selected 
attendance areas.  
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(a) What is the enrollment calendar for both the first year of operation and 
subsequent years of operation?  Please specify the dates on which the school 
will begin accepting applications and how long the enrollment window will last 
prior to conducting a lottery.  Note that your proposed enrollment window 
should satisfy the requirements of NRS 388A.453(7). 

 

The enrollment window opens from March 1 to March 18 every year.  Applications submitted up to 

the announced enrollment decision date will be reviewed by a designee for completeness, legal 

residence, and age/grade of student. Incomplete application forms will not be considered.  

Notification of the lottery will serve as public notice of an official meeting, even if no action(s) are 

anticipated to be taken by members of VPA of Nevada Board at the time of the lottery.  If a lottery is 

required, it will not be held sooner than 45 days after the date on which VPA of Nevada begins 

accepting applications for enrollment unless the SPCSA determines there is good cause to hold it 

sooner. 

(b) What enrollment targets will you set and who will be responsible for 
monitoring progress towards these targets? What is your target re-enrollment 
rate for each year? How did you come to this determination? What are the 
minimum, planned, and maximum projected enrollment at each grade level? 
Outline specific targets in the table below.  

 

The tables that follow reflect the minimum, planned and maximum targeted enrollment for the 

school.  These targets and the intervals between years were established for smart, slower growth to 

support the students attracted to our school.  The Chief Marketing Officer determines these 

enrollment projections based on conducting interest campaigns and national historical data that 

helps determine the expected demand for the state. The Chief Marketing Officer is responsible for 

setting and monitoring the enrollment goals for the schools along with the school principal.  

(c) What systems will you put in place to ensure that staff members are 
knowledgeable about all legal enrollment requirements pertaining to special 
populations and the servicing of particular populations of students?  

A diverse marketing plan will be developed that reflects the mission, vision, and unique offerings 

of VPA of Nevada. All enrollment processes will comply with applicable statutes and regulations, 

including without limitation NRS 388A.453 – 388A.456. The marketing plan will include 

grassroots, data-driven outreach through open house and other public forum type engagement, as 

well as online marketing strategies. VPA of Nevada’s marketing and recruiting plan may include, 

without limitation, the following specific strategies: 
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Campaign Description 

School Website Website content will describe VPA of Nevada requirements 
including student attendance, courses offered, graduation 
requirements, student engagement, school calendars, 
handbooks, policies, and parent/guardian expectations.  
Website content will include the ability for Spanish translation 
and will maximize search engine marketing efforts and lead 
capture.   

Search Engine Marketing Search engine marketing will cover a wide spectrum of lead 
generating activities including;  paid or sponsored  listings on 
search engines,  directories (ex: Google business, 
greatschools.com), and deploying strategies for search engine 
optimization (SEO) intended to achieve higher ranking in 
search results. 

Social & Display Marketing Leverage social media and display ads within platforms that 
are popular among younger, digital-native generations, as well 
as targeted adult demographics to provide meaningful 
opportunities for VPA of Nevada brand to reach thousands of 
users. 

TV/Radio TV/ Radio ads representing the benefits of VPA of Nevada 
offering, targeting desired demographics.  

Direct Mail Direct mail pieces sent to identified geographic and 
demographic targets with measurable outcomes.  

Open House and Public Forum 
Events 

Promotional events in large, targeted areas. These events 
would be run by a school representative and discuss the 
school’s mission and program offering.  

Email Campaign Series of emails to inform families of school activities, 
enrollment dates, events, etc.  Email content will also be 
available in Spanish.   

Collateral VPA of Nevada specific literature may be provided to 

prospective families during all school events, promotional 

events, sponsorships, and partnerships. These materials will 

be multicultural, and appeal to all socioeconomic groups. 

Enrollment Center Support Inquiries that are received as a result of marketing tactics 

will receive a follow-up call from an enrollment center 

representative for a personal education consultation. During 

this conversation, the representative will answer the family’s 

questions and provide a detailed overview of the school 

program to ensure the student’s educational and personal 

needs will be met through the program. The enrollment 

center team will also be responsible for assisting families 

through the entire enrollment process including initial 

application, compliancy documentation collection, course 

placement and approval. 
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(2) Describe the student recruitment plan once your school has opened. In what ways will it 
be different than your pre-opening year, in terms of the strategies, activities, events, persons 
responsible and milestones?  How will the school backfill vacancies in existing grades?   

Each year, VPA of Nevada will announce its open enrollment period for any Nevada 
parents/guardians or guardians who would like to submit an application for their student(s). These 
outreach activities will be conducted statewide via multiple marketing pathways. 

If the number of applicants exceeds the capacity of the school, class, or grade level, VPA of Nevada 
will conduct a random selection lottery after first granting enrollment preferences for a sibling of a 
current student enrolled in the school. 

As a statewide school, VPA of Nevada will admit any and all students who reside in the state, 
provided there is capacity to serve that student’s grade level per the annual enrollment goals for 
each year. All students are welcome.25   

Enrollment Process:  

1. A parent or legal guardian should complete the digital Application for Admission to VPA of 
Nevada to be considered in the lottery process.  

2. Open enrollment occurs each year from March 1 – March 18. The enrollment window will 
remain open until a grade level is filled.  If the grade is filled, they will be added to the 
waitlist for that grade level.   

3. Applications submitted up to the announced enrollment decision date will be reviewed by a 
designee for completeness, legal residence, and age/grade of student. Incomplete 
application forms will not be considered.  

4. A child must be five (5) years of age on or before September 1 in the school year enrollment 
is being applied for kindergarten.  

5. Notification of the lottery will serve as public notice of an official meeting, even if no 
action(s) are anticipated to be taken by members of the Board at the time of the lottery.  

6. If an enrollment lottery is required, the following guidelines will apply:  
 

a. Applicants will receive confirmation of being in the lottery, and the date, time, and 
place of the lottery.  

b. The lottery will be conducted by a designee and be overseen by a delegated member 
of VPA of Nevada Board.   

c. On the day of the lottery, the lottery official will check to assure all applicant student 
names are appropriately included in the random selection process.  

d. The lottery will begin by selecting applicants at the highest grade level. The process 
will continue to work backwards through grade levels until kindergarten is 
complete.  

e. Once an applicant is selected, enrollment of that student is assumed for the 
remainder of the lottery process.  

f. The designee will monitor selections to ensure grade levels are not overenrolled.  
g. Any applicant student who is not offered enrollment will be placed on a waitlist. 

 
7. Once the lottery is complete, applicants will be notified by the designee of their status.  

 
25 VPA of Nevada acknowledges that the Authority may prescribe pre-opening conditions during the interim 
period prior to the School’s opening under NRS 388A.270(1)(c), as necessary to meet health, safety, 
insurance, and other requirements. 
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8. Digital registration will be made accessible to applicants who received enrollment offers in 
the lottery process. Families will have two weeks to complete the registration accurately 
and thoroughly, including the submission of all compliance related documentation.  

9. Registrations that are not completed within the designated time, or applicants that cannot 
produce appropriate priority information, will forfeit enrollment offers.  

10. Seat placement determinations are made following receipt of the completed, compliant 
registration.  

11. If the number of lottery applications does NOT exceed seats available, parents/guardians 
that have submitted a lottery application have 1 week to complete registration.  At the end 
of that week, the registration opens to the public and school enrolls until capacity.  

12. As openings occur post lottery, applicants on the grade level waitlist will be contacted in the 
established order. Registration process access will be provided. Completion of the 
registration process is expected in two weeks order to prompt a seat placement 
determination.  

13. VPA of Nevada will continue to enroll students using this process until the established 
enrollment number is met and maintained.  

14. A provision shall be made for the children with a sibling enrolled at VPA of Nevada.  If a 
child must be placed on a waitlist due to capacity issues, the child with an enrolled sibling 
will be granted priority.  
 

Waitlist: The waitlist is the ordered list of applicant students without enrollment offers. The 
waitlist for each school year is initiated through the lottery process. Once all available enrollment 
opportunities are offered, the remaining applicant students will be added to the waitlist in the 
order drawn. The waitlist remains active through the academic year. The waitlist for a given year is 
not carried over to the next school year. A new enrollment application is required for each school 
year for which a student is seeking a new enrollment.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                               

(3) Complete the following tables for the proposed school to open in 2022-23. Experienced 
Operators applying for multiple schools must complete enrollment summary tables for each 
school campus opening in fall 2022.  

(a) Minimum Enrollment (Must Correspond to Break Even Budget Scenario 
Assumptions) 

 

Grade 
Level 

Number of Students 
2022-23 2023-24 2024-25 2025-26 2026-27 2027-28 

K 30 45 60 74 90 90 
1 30 45 60 74 90 90 
2 30 45 60 74 90 90 
3 30 45 60 74 90 90 
4 30 45 60 74 90 90 
5 30 45 60 74 90 90 
6 90 135 180 227 270 270 
7 90 135 180 227 270 270 
8 90 135 180 227 270 270 
Total 450 675 900 1125 1350 1350 

 
 
 



 

Virtual Preparatory Academy of Nevada - Page | 102   

(b) Planned Enrollment (Must Correspond to Budget Worksheet Assumptions) 

Grade 
Level 

Number of Students 
2022-23 2023-24 2024-25 2025-26 2026-27 2027-28 

K 33 49 66 82 99 99 
1 33 49 66 82 99 99 
2 33 50 66 83 99 99 
3 33 50 66 83 99 99 
4 34 51 68 85 102 102 
5 34 51 68 85 102 102 
6 100 150 200 250 300 300 
7 100 150 200 250 300 300 
8 100 150 200 250 300 300 
Total 500 750 1000 1250 1500 1500 

 

(c) Maximum Enrollment (Note: Enrolling more than 10 percent of the planned 
enrollment described in subsection b will necessitate a charter amendment) 

 

Grade 
Level 

Number of Students 
2022-23 2023-24 2024-25 2025-26 2026-27 2027-28 

K 36 54 72 90 110 110 
1 36 54 72 90 110 110 
2 36 54 72 90 110 110 
3 36 54 72 90 110 110 
4 36 54 72 90 110 110 
5 36 54 72 90 110 110 
6 111 167 222 278 330 330 
7 111 167 223 278 330 330 
8 112 167 223 279 330 330 
Total 550 825 1100 1375 1650 1650 

 

(4) Describe the rationale for the number of students and grade levels served in year one 
and the basis for the growth plan illustrated above.  Start-up applicants proposing to open 
with more than 400 students or more than 3 grade levels should identify and discuss the 
specific elements of the school model detailed throughout the application that demonstrate 
that the proposed school is designed to compensate for the known organizational and 
academic challenges which accompany serving larger student bodies and multiple grade 
levels in a start-up environment. As Attachment 13, please provide evidence of demand from 
prospective students and families within the community you intend to serve.    

See Attachment 13 

 

INCUBATION YEAR DEVELOPMENT 

(1) Provide a detailed start-up plan as well as specific organizational goals for the planning 
year (SY 2021-2022) to ensure that the school is ready for a successful launch in fall 2022. 
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Using the template provided, outline key activities, responsible parties, and milestones and 
submit as Attachment 14 (“Incubation Year Planning Table”).    

See Attachment 14 

(2) Please describe the plans for leadership training and development of the selected 
school leader during the incubation year prior to school opening and how these plans 
support your year 0 goals.  If partnering with an organization, please briefly describe the 
main components of the training program and why that organization was chosen. 

Once the Head of Schools has been selected by the Board, the Senior Director of Operations for 

Accel Schools begins to onboard the HOS. The HOS is introduced to the shared services team and is 

supported in the following manner: 

Systems Orientation 

The HOS is trained in the School Information Systems, the Accel Management Program and the 

various internal and external instructional and assessment programs. 

Staffing 

The HR Department will create and post all positions for the VPA of Nevada and filters all 

preliminary candidates for all positions.  

HR will also process and manage all contracts including salary, benefits, and retirement in 

alignment with Nevada law. 

Operations 

The Student Information is created and managed through state specific requirements and the 

system integration with the Nevada SIS will be coordinated through the OPS team.  Once the 

technical aspects have been aligned with the Nevada system, training will be scheduled not only for 

the Head of Schools but all the Operations Manager. 

Curriculum 

The shared services team analyzes the curriculum with the HOS to ensure that the curriculum is 

completely aligned with the Nevada State Standards.  Any gaps that are identified will be rectified 

prior to loading the courses into the LMS. 

Short cycles assessments are created based on the courses taught.  The Instruction team will work 

with the HOS on Intervention options will then be outlined for teaching staff. 
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Teacher Onboarding 

A full professional development catalog is presented to the Head of Schools to select appropriate 

training for new staff and use throughout the first year.  All trainings will be provided by the shared 

service team.  

(3) Explain who will work on a full-time or nearly full-time basis immediately following 
assignment of a location to lead development of the school(s) and the plan to compensate 
these individuals. 

The Head of School will be the first hire on a full-time basis to work with the Accel support team to 
follow the Incubation Year plan.   

SERVICES 

(1) Provide a description of how the school leadership team will support operational 
execution. Please provide narrative or evidence that illustrates the staffing model, 
performance metrics, and the school’s plan for supporting all operational needs of the 
school, including but not limited to those listed below. In this space and in the finances 
section, demonstrate how you will fund the provision of these services.   

(a) Transportation: Describe your plans for providing student transportation. 
If the school will not provide transportation, please identify how the 
school will ensure that this does serve as a barrier to enrollment or 
ongoing attendance.   

(b) Food Service: Outline your plans for providing food service at the school, 
including whether and how you will be your own school food authority or 
will contract with another provider.  If the school will not provide food 
service, please identify how the school will ensure that this does serve as a 
barrier to enrollment or ongoing attendance.   

(c) Facilities maintenance (including janitorial and landscape maintenance)  
(d) School health and nursing services: Describe your plans for providing 

nursing services, including, how student required immunizations will be 
monitored. 

(e) Purchasing processes 
(f) Safety and security (include any plans for onsite security personnel) 

 

VPA of Nevada will not be operating with students in a facility, so transportation, food service, 

facilities management, health, and nursing services are not applicable.  

(2) Technology: Outline the technology infrastructure and support mechanisms across your 
school, staff, and teachers. Your outline should include but not be limited to reliable and 
secure wide area networking, local area networking (e.g., wireless and cables), hardware 
(e.g., personal computing devices, servers, telephony, storage, routers, switches), technology 
policies and procedures, device management, and end user support.  

All students will be provided with: 

• Hardware 
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o Chromebooks 
o Earbuds 
o Cellular Hot Spots (upon request/financial need/approval according to school policy) 

• Software 
o Chrome OS 
o GoGuardian 

All school staff will be provided with: 

• Hardware 
o Windows Laptop 
o External Monitor (upon request/approval) 
o Keyboard (upon request/approval) 
o Mouse (upon request/approval) 
o Headset (upon request/approval) 
o Cell Phone (upon request/approval) 

• Software 
o Microsoft 365 Suite 
o One Drive storage space 
o Business Intelligence (BI) Tools (One or more of the following) 

▪ Domo 
▪ PowerBI 

o High Speed Internet Connectivity (School Office Only) 
o Cisco Meraki Hardware (School Office Only) 

▪ Switches 
▪ Wireless Access Points 
▪ Content Filtering 

o Ring Central Telephones (School Office Only) 

Students and staff are provided with: 

• Software 
o Google G-Suite 
o Kami 
o Learning Management System (LMS) 

▪ Instructure Canvas 
o Student Information Systems (SIS) - Powerschool 
o Web Conferencing (One or more of the following) 

▪ Big Blue Button 
▪ Zoom 

o Communications - Alert Solutions SwiftK12 
o Curriculum (One or more of the following) 

▪ Accelerate Education 
▪ StrongMind 
▪ eDynamic Learning 
▪ Florida Virtual School 
▪ IXL Learning 
▪ Raz Kids 
▪ Brain Pop 
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▪ Moby Max 
▪ Pear Deck 
▪ Newsela 
▪ Gizmos 
▪ Overdrive 
▪ Voyager Sopris (Dibels) 
▪ n2y Unique 
▪ Amplify 

o Assessments (One or more of the following) 
▪ Instructure Mastery Connect 
▪ NWEA 
▪ iReady 

Students and families must have regular, reliable access to the internet for successful 
participation in the school.  The school will provide an internet subsidy to students per the 
school policy.  Currently, the school is budgeting for an internet subsidy for all 
economically disadvantaged students to help cover the cost of internet access, but families 
are responsible for initiating and maintaining the internet service.  While not required, it is 
helpful if the parent/guardian of the student has a device separate from the student 
computer to check email and to check the Observer Account in AMP.  This device could be a 
smartphone, an iPad, a Chromebook, laptop, etc.  If the parent does not have his/her own 
device, the school-issued Chromebook can be used by the parent to check email and AMP 
when the student is not engaged in schoolwork. 

 

(3) Student Information Management: Timely communication of accurate student 
information is critical for payments to schools, compliance, and performance 
monitoring.  Please describe how you will manage student information using the statewide 
Infinite Campus system, and how you will build capacity around the use of the software.  If 
most of the applicant group or the CMO/EMO is new to operating in Nevada’s education 
environment, explain your plan to determine Nevada specific reporting requirements. Detail 
the staff members who will enter data along with the project manager who will commit to 
trainings and regularly monitor student information for accuracy. 

The Accel Management Platform has used sophisticated integrations and customization between 

Power School and other systems with many of our schools.  Once we receive approval, our IT team 

will begin investigating well in advance whether AMP can integrate with Infinite Campus.  VPA of 

Nevada will make sure that we are prepared and trained using the Infinite Campus system.  We will 

hire an Operations Manager who has Infinite Campus experience and participate in continuing 

professional development on IC along with other appropriate staff and faculty. In addition, the 

school will also either contract with a Nevada state reporting expert or hire someone who is 

familiar with state reporting requirements. 

(4) Data Security: SPCSA charter schools record, generate and consume data that falls under 
strict requirements for security, privacy, and retention (including FERPA and recent 
legislation related to the protection of personally identifiable information (PII)). Describe 
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the systems and procedures you will implement in order to ensure you are compliant with 
these obligations.   

All student data is stored in a cloud-based software as a service. All systems are redundant and 
FERPA compliant. All work product data is stored in the cloud and backed up on a regular basis. 
Systems and tools leveraged for this purpose include: 

• Microsoft 
o O365 Backup as a Service 
o Axcient’s X360 Cloud platform 

▪ Monthly system administration 
▪ Daily verification of backup summary 
▪ Weekly backup audits 
▪ Alerting and notification to failed backups 
▪ Data recovery, per requests 

• Google 
o Backupify 

In addition to backup systems, other security protocols are leveraged such as: 

• Microsoft Advanced Threat Protection 
• Microsoft Intune to preserve hardware/software configuration standards (Windows 

Laptops) 
• Google G-Suite policy lockdown to preserve hardware/software configuration standards 

(Chromebooks) 
• GoGuardian for activity tracking and content filtering (Chromebooks) 
• Meraki Content Filtering to preserve safe Internet activity (School Location Only) 

• Sophos Anti-Virus 

Multi-Factor Authentication (MFA) to secure all Microsoft account access 

(5) In addition to the narrative above, provide as Attachment 15, an operational execution 
plan, which identifies the key organizational business processes necessary to support 
exemplary academic, business and financial performance including those discussed in this 
narrative. This operational execution plan may be in a format of your choosing, and may 
include Gannt charts, process maps or flow charts, or other appropriate illustrative devices 
in addition to a coherent and well-developed narrative. 

See Attachment 15 

FACILITIES 

(1) Describe the facility needs of the proposed school for each year of the charter period 
including any unique features necessary to implement the school design and academic 
program including: 
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(a) The desired location of the school facility; 
(b) The number of general education classrooms required each year; 
(c) Any additional classroom space required for special education or ELL 

services, labs, specialty classes and intervention or enrichment programs; 
(d) Space requirements for administrative functions, food services and 

physical education 
 

The Virtual Preparatory Academy of Nevada will be a virtual school.  There will be an 

administrative office that will be a location to house student records (paper) and have office 

cubicles for core members of the administrative team, i.e., Head of School, Special Education 

Director, Operations Manager, and/or a Registrar.  The office will have a conference room for Board 

meetings.  

(2) If a facility is not yet identified, please describe the organization’s approach to finding a 
suitable facility, including progress to date, partners, and any evidence that supports the 
credibility of the plan.  Please include the organization’s plans to finance the facility, 
including: 

(a) Total project cost 
(b) Financing and financing assumptions 
(c) Total facility costs that the financial model can handle – debt service + 

lease + maintenance + utilities + etc.  
As described in the above response, we will seek a small office that will support the needs of the 

Head of School and the Board.  We anticipate that most of our students will come from Clark County 

based on the highest number of lower performing schools.  Currently, all five Board members all 

live in Las Vegas and Henderson, NV.  Our budget assumptions start at $30,000 in the first year and 

increases to $33,000 by year five.  We anticipate that the budget will cover the lease, maintenance, 

and utilities.  

(3) If you currently hold a facility or have an MOU or other proof of intent to provide a 
facility, please provide the proof of commitment as Attachment 16. Briefly describe the 
facility, including location, size, and amenities.  You may provide, included with Attachment 
16, up to 10 pages of supporting documents providing details about the facility. Charter 
school facilities must comply with health and safety requirements. In addition, charter 
school applicants must be prepared to follow applicable county and municipal review 
procedures which vary significantly between jurisdictions.  If the applicant does not yet have 
a facility identified, please upload an attestation explaining that these materials will be 
furnished as part of a charter contract amendment.   

This question is not applicable as we do not have a facility at this time.  

(4) Describe the organization’s capacity and experience in facilities acquisition and 
management, including managing build-out and/or renovations, as applicable.   

The Vice President of Real Estate of Accel Schools leads and coordinates all activities related to 

facilities.  

(5) Explain the organization’s plan to maintain the independent facility. 
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Conditions for maintaining and occupying an office will be determined in a lease agreement and 

coordinated by the VP of Real Estate.   

(6) Communication with local jurisdictions and municipalities is important when opening 
up a new charter school.  In some cases, municipalities may have additional processes that 
are required, or may request information from proposed charter schools.  Please explain, in 
detail, the applicant team’s interactions with the local jurisdiction to date.  Specifically, the 
applicant should clarify if a proposed school is approved for final land use from the local 
government entity, as well as describe any other pertinent topics related to the facility (ex. 
queueing for drop-off and pick-up, providing sufficient recreation space).  If the applicant 
has approval from the local jurisdiction for the proposed location, please provide that as 
part of Attachment 16 to the final application. 

This question is not applicable as we will not be opening or operating a school facility.  

ONGOING OPERATIONS 

(1) SPCSA schools coordinate emergency management with local authorities. Explain your 
process to create and maintain the school’s Emergency Management Plan required by the 
State of Nevada.  Include the types of security personnel, technology, equipment, and policies 
that the school will employ. Who will be primarily responsible for this plan?   

School safety is a top priority. Since VPA of Nevada will not be hosting students in a facility, most of 

the concerns associated with emergency plans in a traditional setting will not apply to virtual 

settings. Administration is aware of the importance of the safety of students records, however, and 

already has plans in place to ensure backups of critical documents an communication to families 

should there be a disruption in network services. 

(2) Provide, as Attachment 17, a list of the types of insurance coverage the school will 
secure, including a description of the levels of coverage. Types of insurance should include 
workers’ compensation, liability insurance for staff and students, indemnity, directors and 
officers, automobile, and any others required by Nevada law or regulation. 

See Attachment 17 
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(5) Financial Plan 

(1) Describe the systems and processes by which the school will manage accounting, 
purchasing, payroll, and audits.  Specify any administrative services expected to be 
contracted for the school and describe the selection process and criteria for the selection of 
contractors.  

Consistent with its mission of providing a high-quality, virtual education experience, VPA of 

Nevada will coordinate with Accel to ensure that the School’s Financial Operations are 

managed in a fiscally responsible, transparent, and efficient manner. The Accel Finance Team 

has extensive experience in providing business and financial services to online schools.   

 

Financial Accounting- Accel Schools will deliver comprehensive business management 

services including accounting services that follow Generally Accepted Accounting Principles 

and follow the Nevada requirements in managing and reporting school financials.  

 

• Accel Schools will create a uniform chart of accounts.  

• Accel Schools will follow a common fiscal year that begins on July 1 and ends June 30 of the 

following calendar year.  

• Accel Schools will submit ongoing comprehensive financial reporting, including Balance 

Sheet, Revenues and Expenditures. The reports are submitted electronically to the Board 

and school leaders. The data will be submitted to FID, the Financial Information Database, 

maintained by the CEPI, the Center for Educational Performance and Information. Current 

Accel Finance staff are experienced in working with these systems.  

 

Budgeting- The Board shall adopt a budget prior to the commencement of the fiscal year, 

using the minimum levels of appropriation. Accel Schools will support the Board in 

development and adoption of a school budget. In accordance with transparency, the Board 

adopted budget will be posted on the school website within 30 days of its adoption. 

(2) As Attachment 18, present a budget narrative including a detailed description of 
assumptions and revenue estimates, including but not limited to the basis for revenue 
projections, staffing levels, and costs. The narrative should specifically address the degree to 
which the school budget will rely on variable income (e.g., grants, donations, fundraising, 
etc.). Include the following: 
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(a) Per-Pupil Revenue: Use the figures provided in developing your budget assumptions.  
(b) Anticipated Funding Sources: Indicate the amount and sources of funds, property or 

other resources expected to be available through banks, lending institutions, 
corporations, foundations, grants, etc. Note which are secured and which are 
anticipated and include evidence of commitment for any funds on which the school’s 
core operation depends.  If corporate, foundation, or other entity or individual 
fundraising estimates are included at $5,000 or more in any year, be sure to include a 
copy of any conditional or other commitment letter(s) to support the amount 
assumed in the budget.  Designate in the narrative how much of the anticipated funds 
may be restricted, such as for a sports field or art equipment.  

 

(c) Anticipated Expenditures: Detail the personnel and operating costs assumptions that 
support the financial plan, including references to quotes received and the source of 
any data provided by existing charter school operators in Nevada or other states and 
required contributions to the Public Employee Retirement System (PERS). 

(d) Discuss in detail the school’s contingency plan to meet financial needs if anticipated 
revenues are not received or are lower than estimated, including both the scenarios 
identified in subsections e and f.  

(e) Year 1 cash flow contingency in the event that state and local revenue projections are 
not met in advance of opening.  

(f) Year 1 cash flow contingency in the event that outside philanthropic revenue 
projections are not met in advance of opening.  

(g) Applicants that choose to project revenue from Title IA and IDEA funding streams 
should include information in their budget narrative regarding: 
• How the projected number of students in each applicable subgroup was 

determined 
• How the school will ensure federal grant funds are used in alignment with federal 

requirements (ex. Allowable and reasonable expenses, supplement vs. supplant) 
• How the school will adapt if the student population is different than the 

projection and/or if the per-pupil allocation is different than anticipated 
 

See Attachment 18 

(3) Submit the completed Financial Plan Workbook for the proposed school as Attachment 
19.  

See Attachment 19 

(4) Describe the annual audit of the financial and administrative operations of the school.  
Discuss the planned financial controls and their implementation plans.  Include evidence 
that the school will adhere to the accounting, auditing, and reporting procedures and 
requirements that apply to public schools operating in Nevada.  

The school is required to have an audit of its financial accounting records conducted at least 

annually by an independent certified public accountant approved by the Committee to Oversee the 

Charter School List (COSAL). The Board will form an Audit Committee and will hire and contract 

with an independent certified public accountant for audit services while Accel Schools will maintain 

responsibility to provide audit support. The financial audit will be conducted in accordance with 

generally accepted auditing standards in the United States of America (GAAP) and will include an 
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analysis of and compliance with applicable statutes and regulations, a management letter outlining 

any recommendations for improvement, an expression of opinion on the financial statements.  The 

school will use the NDE Charter School Audit Guide as guidance and will ensure the audit is 

completed no later than four months after the end of the fiscal year.  The opinion and findings will 

be presented at a meeting of the school board within 30 days after the report is complete.  

The school will develop an accounting policies and procedures manual that includes internal 

financial controls that are informed by NDE procedures and state and federal law.  This board 

approved manual will help to ensure that the financial statements conform to GAAP standards; 

assets are safeguarded, and finances are managed with accuracy, efficiency, and transparency.  All 

school and Accel support staff will be expected to comply with the policies and procedures in this 

manual.   

In developing your budget, please ensure that the school does not operate at a loss during 
any year—this is prohibited by Nevada law.  
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Addendum 

Please complete the following addendum if you are either: 

• A start-up applicant (committee to form) seeking to contract with a non-profit 
charter management organization (CMO) or for-profit educational management 
organization (EMO), OR 

• An experienced Non-Profit CMO applying for sponsorship directly. 

If you are not sure whether you are required to complete this Addendum, please contact 
Mark Modrcin at mmodrcin@spcsa.nv.gov prior to final submission.  

READINESS TO GROW 
This section applies to start-up applicants seeking to contract with a CMO/EMO and to 
experienced CMO applicants. 

(1) Describe how the CMO/EMO evaluates readiness for expansion and what evidence the 
CMO/EMO has that it is ready to expand. 

In the budget assumptions and forecasted enrollment targets Accel Schools incorporates Smart 

Growth that allows our expansion through student growth by Year 5.  It is a goal after 

demonstrated student achievement and operational success that we would be in a position for add 

a high school to our K-8 school model. With our focus of supporting our K-8 students for high 

school readiness, we aspire to continue our students’ success through and beyond high school.  

(2) Describe the CMO/EMO’s track record with regard to Academic Performance. Provide as 
Attachment 23 the three most recent academic performance reports from the state 
department of education and authorizer for all other schools affiliated with the EMO/CMO. 
Reports should provide all available data disaggregated by subgroup.  

See Attachment 23 

(3) Describe the CMO/EMO’s track record with regard to Financial Performance. Provide, as 
Attachment 24, a copy of the management organization’s three most recent audits and other 
historical financial documents for the CMO/EMO.  

See Attachment 24 

(4) Describe the CMO/EMO’s track record with regard to Organizational Performance. 
Provide as Attachment 25 the three most recent organizational performance reports from 
the state department of education and authorizer for all other schools affiliated with the 
EMO/CMO.  

See Attachment 25 

(5) Complete the Summary and Contact Information worksheet in the CMO/EMO Data 
Request template for each of the CMO’s/EMO’s schools.   

See Summary and Contact Information worksheet 
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(6) Complete the CMO/EMO Achievement Data and Audit data worksheets and provide any 
explanatory or contextual information in the Info tabs of the CMO/EMO Data Request 
template for each of the EMO’s schools. 

See CMO/EMO Achievement Data and Audit data worksheets. 

(7) Provide three years of audited financial statements for each of the schools identified 
which has been in operation for more than a year as Attachment 26. 

See Attachment 26 

SCALE STRATEGY 
This section applies to start-up applicants seeking to contract with a CMO/EMO and to 
experienced CMO applicants. 

(1) Describe the steps that you will take to scale your model to new sites, including the 
people involved and the resources contributed both by the CMO/EMO and the new schools.   

VPA of Nevada is not intending to scale, so this question is not applicable. 

(2) Describe the school and the CMO’s/EMO’s current or planned process for recruiting and 
training potential school and/or network leaders. Explain how you have developed or plan 
to establish a pipeline of potential leaders. If known, identify candidates already in the 
pipeline for future positions. 

VPA of Nevada is not intending to scale, so this question is not applicable. 

(3) If your organization operates schools in other states, compare the CMO’s/EMO’s efforts 
to scale operations to Nevada to past scale efforts in other states. 

VPA of Nevada is not intending to scale, so this question is not applicable. 

(4) Describe your plan for embedding the fundamental features of the model that you 
described in the transformational change section in each new school that you plan to open.  

VPA of Nevada is not intending to scale, so this question is not applicable. 

(5) Provide, as Attachment 21, the following organization charts (including both network 
management and schools within the network): 

(a) Year 1 network as a whole  
(b) Year 3 network as a whole 
(c) Year 6 network as a whole  

The organization charts should represent all national operations and clearly delineate the 
roles and responsibilities of – and lines of authority and reporting among – the governing 
board, staff, any related bodies (e.g., advisory bodies or parent/teacher councils), and any 
external organizations that will play a role in managing the schools. Clearly show the 
CMO’s/EMO’s role and the role of positions employed by the CMO/EMO in the organizational 
structure of the school, explaining how the relationship between the governing board and 
school administration will be managed.   

VPA of Nevada is not intending to scale, so this question is not applicable. 
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SCHOOL MANAGEMENT CONTRACTS   
This section applies to start-up applicants seeking to contract with a CMO/EMO and to 
experienced CMO applicants. 

(1) If you are a committee to form (not a CMO applicant), describe the CMO/EMO selection 
process which was followed and how and why was this particular CMO/EMO was selected?  

Members of the committee to form met with Accel Schools Chief Executive Officer, Senior Vice 

President of School Development and the Vice President of School Development following their 

organization.  The Accel Schools administrative team presented to the committee to form their 

desire to open a statewide school for at risk students, the expertise of the company executives and 

how the company would partner with them as the governing body.  The committee to form took 

action to approve the partnership with Accel Schools following that presentation and to start the 

process of developing a proposal.  

(2) Describe the relationship between the school governing board and the CMO/EMO, 
specifying how the governing board will monitor and evaluate the performance of the 
service provider, the internal controls that will guide the relationship, and how the 
governing board will ensure fulfillment of performance expectations. 

Conditions within the contract and the evaluative tool references in Attachment 22 will assist the 

Board and the EMO in the fulfilment of performance expectations. 

(3) Please describe what role, if any, the CMO/EMO has played and/or will play in the 
startup and incubation year for the school. Please also provide a draft of an agreement or 
MOU, as applicable. 

The Accel Schools executive team has been involved in assuring to the Committee to Form the 

services expected planning ahead for the startup and incubation year of the school.  See 

Attachments 14 and 20. 

(4) Explain any shared or centralized support services the CMO/EMO or its affiliates will 
provide to schools in Nevada, which should align to the proposed management contract. 
Please include:  

(a) Any academic support resources should your school expect from the EMO or 
CMO 

(b) Any processes for collecting and reporting data across the network of CMO/EMO 
schools in Nevada and in other jurisdictions. 

Accel Schools will be the sole provider of services to VPA of Nevada and its Board. There are no 

plans to extend any other service offerings in the immediate or near future.  

(5) Describe the structure, specific services to be provided, the cost of those services, how 
costs will be allocated among schools, and specific service goals of the network.  Please also 
include how the board will measure successful delivery of these services. The governing 
board must outline the services to be provided by the CMO/EMO and/or its affiliates in the 
term sheet and draft contract provided later in Attachment 20. Note that Nevada law allows 
charter schools to contract for the management or operation of the school with either a for-
profit or non-profit entity.    

See Attachment 20 
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(6) Identify any school positions which will be employed by the CMO/EMO or may be 
employed by the CMO/EMO based on the contract.  To the degree that this position will 
represent the interests of the school to other parties, including vendors, school employees, 
regulators, or the SPCSA, how will the board ensure there is appropriate oversight and 
management of that individual’s activities by school employees or the board? 

All school-based staff at the Virtual Preparatory Academy of Nevada will be employed by Accel 
Schools as part of their agreement with the Board of Directors.  They will all be at-will 
employees.  Individual and school goal setting for teacher and administrative evaluations will 
follow Nevada and SPCSA criteria. Established goals will be used in the development and evaluation 
of each employee.  The Board will be included in all hirings and when warranted, termination of 
personnel. 

(7) Using the table below, summarize the division school- and organization-level decision-
making responsibilities as they relate to key functions, including curriculum, professional 
development, culture, staffing, etc.  This division of responsibilities will be evaluated both in 
the context of Nevada law and regulation and best organizational and authorizing practices 
nationally.   

See table below. 
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Function 
Network/Management 
Organization Decision-

Making 

Local Board Decision-
Making 

School Leader Decision-
Making 

Performance Goals Collaborative with VPA 

Nevada Board 

Collaborative with Accel 

 

Collaborative with VPA 

Nevada Board 

 
Curriculum Accel  Accel Admin Team 

Professional 
Development  

Accel  Accel Admin Team 

Data Management and 
Interim Assessments 

Accel  Accel Admin Team & 

Teachers 

Promotion Criteria   Accel Admin Team & 

Teachers 

Culture Accel Collaborative with Accel Accel Admin Team 

Budgeting, Finance, 
and Accounting 

Accel VPA Nevada Board 

Oversight 

Accel Admin Team 

 

Student Recruitment Accel  Accel Admin Team 

School Staff 
Recruitment and 
Hiring 

Accel Board Action 

 

Accel Admin Team 

HR Services (payroll, 
benefits, etc.) 

Accel   

Development/ 
Fundraising 

 VPA Nevada Board Accel Admin Team 

& Teachers 

Community Relations  VPA Nevada Board Accel Admin Team 

IT Accel   

Facilities Management Accel   

Vendor Management / 
Procurement 

Accel   

Student Support 
Services 

Accel  Accel Admin Team 
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(8) Disclose fully and provide an explanation of any existing or potential conflicts of 
interest between the school governing board and proposed CMO/EMO or any affiliated 
business entities, including, without limitation, any past or current employment, business or 
familial relationship between any officer, employee, or agent of the proposed CMO/EMO and 
any prospective employee of the charter school, a member of the committee to form a 
charter school or the board of directors of the charter management organization, as 
applicable.  Include a copy of the term(s) included or to be included in the contract, a staff 
handbook and other policy guidance which will clarify the board’s policy for the school 
regarding the receipt by board or school staff of any free or largely discounted gifts, funds, 
jobs or personal services from the CMO/EMO at any time before, during or after a contract 
term with the CMO/EMO. 

There are no existing or potential conflicts of interest for any School Board member.   Expectations 
for current and future Board members are established in the Code of Ethics and Conflict of Interest 
policies. (Attachment 6.)  Additional policy in the receipt of gifts, funds, jobs and/or personal 
services will be added once the school has been authorized.  

(9) Please provide the following in Attachment 22:  

(a) As an exhibit to the proposed management contract, a crosswalk of the 
academic, financial, and organizational goals of the charter school set forth 
in the SPCSA Charter School Performance Framework, including the 
school’s mission-specific goals, and a clear identification of each of the 
performance goals and expectations for the education management 
organization related to each charter school goal.  This will serve as the 
board’s primary evaluative tool for the education management 
organization. 

(b) Documentation of the service provider’s for-profit or non-profit status and 
evidence that it is authorized to do business in Nevada. 

 

See Attachment 22 
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CHARTER MANAGEMENT ORGANIZATIONS APPLYING FOR SPONSORSHIP DIRECTLY 
This section applies only to experienced CMO applicants. 

(1) If this application is being submitted by an existing Charter Management Organization, 
please respond to the following (or explain if not applicable): 

(a) To what extent does the governance model of the charter management 
organization applicant require a waiver from the governance provisions of 
the charter school law pursuant to NRS 388A.243? If the charter 
management organization is from another state, how does the board of the 
charter management organization intend to balance fidelity to its mission 
with appropriate input and oversight from Nevada residents?  

(b) Will the existing non-profit board govern the new school, or has the CMO 
formed a new non-profit corporation governed by a separate board? 

(c) If the non-profit’s current board will govern the charter school, what steps 
have been taken to transform its board membership, mission, and bylaws 
to assume its new duties? Describe the plan and timeline for completing 
the transition and orienting the board to its new duties. 

(d) If a new board has been formed, describe what, if anything, its ongoing 
relationship to the existing non-profit’s board will be. 

 

VPA of Nevada is not an existing CMO applying for direct sponsorship, so this question is not 

applicable. 
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Green Valley Smiles Dentistry
2570 Wigwam Pkwy, Suite 110
Henderson, NV 89071
(702) 757-3399

June 29, 2021
State Public Charter School Authority
700 E. Fifth Street
Carson City, NV 89701

RE: Support for Virtual Preparatory Academy of Nevada

Dear Charter School Authority:

I am writing to express my support for the Virtual Preparatory Academy of Nevada (VPANV).
This school is embarking on the mission to meet the needs of under served students in the
State of Nevada. This educational alternative can potentially yield academic changing results to
students, thus enriching their families and local communities.

In an era where virtual learning has become more prevalent as a modality to deliver education,
the work at VPANV appears to be in great demand. As we have learned to adapt from COVID,
the world is changing in many ways, and adapting to online learning is becoming popular
worldwide. I believe parents are looking for nontraditional forms of education for their children,
especially here in Nevada. Flexibility is needed for families and the mainstream classroom has
failed too many students for too long.

It is with pleasure I strongly recommend Virtual Preparatory Academy of Nevada be considered
to offer their online programs. As a small business owner of my practice, I am constantly
reminded of how families are always trying to better their lives, and in my work, through dental
care. I believe this school can offer a quality alternative for the online student and will be in great
demand here in Nevada.

Please direct any questions regarding this letter of support to my attention at the email address
velayob@pacden.com.

Sincerely,

Dr. Bianca Velayo, DMD

Owner of Green Valley Smiles Dentistry
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July 7, 2021 

State Public Charter School Authority (SPCSA) 
700 E. Fifth Street 
Carson City, NV 89701 

Dear SPCSA: 

I fully support of the Virtual Preparatory Academy of Nevada and recommend that their proposal 
submission be immediately approved. 

The challenges which our country and community have faced over the past year have highlighted the 
need for quality education at all levels.  A key advantage of charter school programs in general is their 
flexibility and focus which differentiates them from a rigid pigeon-holing approach to educating, rather 
than schooling young minds.  If the adult population has any concern about the possibilities of the 
future, it need look no further than to the outstanding learning opportunities provided to children. 

I have worked in leadership roles with multiple non-profit service organizations as a professional and in 
a voluntary capacity in Northern California and in the Las Vegas area.  As a product of a traditional public 
school pathway, I firmly believe that our education potential has become exponentially expanded 
through technology and the immense resources which need to be made available and accessible to 
students.  The outlined vision and mission of the Virtual Preparatory Academy of Nevada is ideally suited 
to leverage the best educational methods and tools to craft a successful pathway for developing a solid 
educational foundation for the future. 

I wholeheartedly endorse the application of the Virtual Preparatory Academy of Nevada and strongly 
recommend your approval and ongoing support. 

Sincerely, 

ERNEST BLAZZARD  

CFO 

Boys & Girls Clubs of Southern Nevada 

C: 408-368-5028 

2850 Lindell Road, Las Vegas, NV 89146  
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June 25, 2021 

 

Nevada State Public Charter School Authority 

700 E. Fifth Street 

Carson City, NV  89701 

 

Dear members of the Nevada State Public Charter School Authority, 

The Las Vegas Alliance of Black School Educators is a nonprofit organization in the Las Vegas 

area. Our work is strategically intertwined with supporting school and community leaders in 

advancing educational opportunities for underserved and underrepresented students throughout 

Las Vegas. The work of education is extremely important and a big task to take on.  

Our educational leaders must possess the ability to think critically about educational challenges 

and issues that impact our students. Our leaders should have clarity and thoughtful plans that 

provide solutions to the most pressing challenges faced in education.  

The pandemic caused a digital divide and caused many students to lose access to a quality 

education. Virtual Preparatory Academy of Nevada will provide students with an opportunity to 

a quality education by providing resources that support individual student needs.  

Martin Luther King Jr., states, “Intelligence plus character, that is the goal of true education.” It 

is critical in this generation that students receive a quality education that prepares them for a 

global society.  

It is with great pleasure that we endorse Virtual Preparatory Academy of Nevada. The academy 

has the necessary support from partners who are experienced with operating virtual schools and 

navigating challenges that may arise.  

We look forward to the work of Virtual Preparatory Academy of Nevada and believe this is an 

important and crucial time to reimagine education for students and families.  

 

In Truth and Service, 

 

               Kamilah Bywaters 

President, Kamilah Bywaters, M.Ed. M.Div. 

 

                 Tracey Lewis 

Vice-President, Tracey Lewis 
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Johnnie Williams III

Johnnie Williams, LLC

3535 Executive Terminal Drive, suite 110

Henderson, NV 89052

June 24, 2021

State Public Charter School Authority (SPCSA)

700 E. Fifth Street

Carson City, NV 89701

Dear SPCSA:

I am writing this letter in support of the Virtual Preparatory Academy of Nevada, whose proposal 

submission should be highly considered. 

As I have travelled this country for the past 24 years, speaking at K-12 schools and contracting out 

my mentoring and staff development services: I’ve come to truly understand that the needs of parents  

and students are as diverse as one could imagine. Big school boards like the CCSD often struggle 

with quickly adapting to the unique needs that arise faster than changes can be voted on, and then 

implemented. And with the recent impact that 2020 had on education, I truly believe that offering 

more distance learning options is the best next step.

My initial work with charter schools goes back to 1997 in Detroit, Michigan where parents were 

excited to have additional educational options for their children. Now parents are seeking the type of  

distance learning options that allow them to keep their children home and not sacrifice the level of 

academic rigor and learning support found in (in-person) schools. I believe that the vision and 

leadership team assembled  for launching the Virtual Preparatory Academy of Nevada is more than 

capable of executing the plans laid out in their application.

After having spoken to more than 1 million students, at more than 1,500 schools within, and outside 

the United States; I hope that my letter of support might aid in a favorable decision.

Sincerely,

Johnnie Williams III

Author, Advocate and Advisor

JohnnieWilliams.com
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July 2022 
Su Mo Tu We Th Fr Sa 

1 2 
3 4 5 6 7 8 9 
10 11 12 13 14 15 16 
17 18 19 20 21 22 23 
24 25 26 27 28 29 30 
31 

August 2022 
Su Mo Tu We Th Fr Sa 

1 2 3 4 5 6 
7 8 9 10 11 12 13 

14 15 16 17 18 19 20 
21 22 23 24 25 26 27 
28 29 30 31 

September 2022 
Su Mo Tu We Th Fr Sa 

1 2 3 
4 5 6 7 8 9 10 
11 12 13 14 15 16 17 
18 19 20 21 22 23 24 
25 26 27 28 29 30 

Virtual Prep Academy of Nevada - 2022-23 School Calendar 

October 2022 November 2022 December 2022 
Su Mo Tu We Th Fr Sa Su Mo Tu We Th Fr Sa Su Mo Tu We Th Fr Sa 

1 1 2 3 4 5 1 2 3 
2 3 4 5 6 7 8 6 7 8 9 10 11 12 4 5 6 7 8 9 10 
9 10 11 12 13 14 15 13 14 15 16 17 18 19 11 12 13 14 15 16 17 
16 17 18 19 20 21 22 20 21 22 23 24 25 26 18 19 20 21 22 23 24 
23 24 25 26 27 28 29 27 28 29 30 25 26 27 28 29 30 31 
30 31 

January 2023 February 2023 March 2023 
Su Mo Tu We Th Fr Sa Su Mo Tu We Th Fr Sa Su Mo Tu We Th Fr Sa 
1 2 3 4 5 6 7 1 2 3 4 1 2 3 4 
8 9 10 11 12 13 14 5 6 7 8 9 10 11 5 6 7 8 9 10 11 
15 16 17 18 19 20 21 12 13 14 15 16 17 18 12 13 14 15 16 17 18 
22 23 24 25 26 27 28 19 20 21 22 23 24 25 19 20 21 22 23 24 25 
29 30 31 26 27 28 26 27 28 29 30 31 

April 2023 May 2023 June 2023 
Su Mo Tu We Th Fr Sa Su Mo Tu We Th Fr Sa Su Mo Tu We Th Fr Sa 

1 1 2 3 4 5 6 1 2 3 
2 3 4 5 6 7 8 7 8 9 10 11 12 13 4 5 6 7 8 9 10 
9 10 11 12 13 14 15 14 15 16 17 18 19 20 11 12 13 14 15 16 17 
16 17 18 19 20 21 22 21 22 23 24 25 26 27 18 19 20 21 22 23 24 
23 24 25 26 27 28 29 28 29 30 31 25 26 27 28 29 30 
30 

Important Dates for the 2022-23 School Year 
Aug. 3 First Day of School Dec.19-Jan. 3 Semester Break    May 19  Last Day of School 
Sep. 5 Labor Day Holiday Jan. 4 Second Semester Starts 
Oct. 14-17 Fall Break Jan. 16 Martin Luther King Day 
Nov. 21-25 Thanksgiving Break Feb. 17-20 Winter Break 
Dec. 16 First Semester Ends April 3-7 Spring Break 
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Mr. Thomas Bickart, President
Chief Financial 

Officer $300 Million

X X X X

Mr. Rory T. Edwards, Vice President Chief Transformation Officer$8 Million X X X X X

Dr. Kim Metcalf, Treasurer Professor, Former Dean$29.7 Million X X X X X

Mrs. Stacie Kodba, Secretary K - Teacher X X X

Mrs. Marie Manalansan, Member Associate Director Accounting & Finance$900K X X
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Thomas Bickart, MBA 
Las Vegas, NV (work remotely) 

Chief Financial Officer 

Strong Executive that works well with others to achieve goals and results.  Effective strategist, communicator, 

mentor, team builder and problem solver. Proven leader and collaborator with Leadership Teams and Committees 

to executive Strategic Plans, increase organizational productivity and achieve desired financial results. 

Expertise and Qualifications Summary 

Growth Strategy and Development Process Optimization Financial Reporting 

Strategic Planning and Mentoring Performance Measurement, KPI’s Budgeting and F, P & A  

Compliance and Regulatory  Change and Project Management Facilities and Construction 

USDOE Title IV Administration Regional Accreditation Board Member 

__________________________________________________________________________________________ 

SIGNIFICANT ACCOMPLISHMENTS 
• 20+ years of financial and operational experience in private, public and non-profit organizations; includes

experience in Education, Technology, Hospitality, Healthcare and Business Services sectors.

• Successful in executing turnarounds at several organizations.  Integral in executing Institutional Change of

Control and successful Investor exits.  Responsible at each for turning operating deficits into surpluses by

improving revenue streams, optimizing costs and leading change management efforts.

• Participated in many Management Presentations to raise equity and debt financing at Edison Learning, TCI

College of Technology, Neumont University and Zero Gravity Corp.  Executed merger and acquisition

transactions and due diligence.  Raised funds from capital and debt markets.

• Instrumental in leading improvements to student enrollment processes; the migration of IT infrastructures

to cloud environments; converted key operating systems, which included Student Information Systems.

__________________________________________________________________________________________ 

PROFESSIONAL EXPERIENCE 

NATIONAL AMERICAN UNIVERSITY – (February 2019 to present)     Rapid City, SD 

CFO (remote) – Responsible for all financial and many administrative areas, for this Regionally Accredited 

University with approximately 2,500 students.  Member of President’s Cabinet and many Committees. 

Notable Achievements and Responsibilities include: 

• Supervise Business Office, Financial Aid, Student Accounts, IT, Risk and Facilities Departments.

• Created Operating Budget to return this University to an operating surplus position.

• Manage all audits; Trustee for Retirement Plan; IPEDS reporting; Strategic Plan input.

• Managing phaseout of on-ground campuses to online enrollment.

EDISON LEARNING, INC. – (August 2016 to February 2019) Jersey City, NJ and Fort Lauderdale, FL 

CFO - Oversight of all financial and administrative functions for this Charter School Management and EdTech 

organization, which serves 20,000+ students.  Managed 26 schools with combined revenue more than $100M+. 

Notable Achievements and responsibilities include: 

• Managed reporting of all CMO schools, including budget preparation, Form 990 preparation, and audits.

• Participated and presented financials to Charter Boards and made recommendations for improvements.

• Instrumental in negotiations of Management Contracts and with Public Schools municipalities.

• Executed a restructuring of Administrative Operations and Debt raise of $8M.

• Facilitated a school group acquisition of six Charter Schools in FL.
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Bickart - Page 2 of 2 

TCI COLLEGE OF TECHNOLOGY     (April 2013 – August 2016)   New York, NY (Manhattan) 

CFO – Recruited to implement and execute a turnaround and change management plan. 

Responsible for all financial and administrative for this Regionally Accredited College.  Revenue of $60M+ and 

5,000 students.  Supervised all audits and Investor Relations.   Notable Achievements included: 

• Renegotiated facility lease to reduce cost of lease by $3.6M over two years.

• Lead renegotiation of Union contracts to lower company costs by $8.2M per annum.

• Member of Board of Trustees; Strategic Planning Committee; Labor Management Committee; President’s

Cabinet; Trustee for Retirement Plan.  Managed risk management and legal functions.

NEUMONT UNIVERSITY (now Neumont College of Computer Science   (January 2008 – April 2013)  

CFO – Key Accountabilities included oversight of many financial and administrative areas for this University. 

Participated in Management Presentations to Investors.  Neumont offers degrees in technology and computer 

science programs in a project group learning environment.   Notable Achievements included: 

• Instrumental in turning operating losses of $7M+ into surpluses of $4M.

• Negotiated existing facility lease to reduce lease expense by $30K per month for two years.

• Lead campus relocation into a renovated historical facility in Salt Lake City.  Negotiated no up-front cost.

ZERO GRAVITY CORPORATION     (July 2006 – January 2008)  Las Vegas, NV 

CFO – Key Accountabilities included oversight of Finance Dept., Administrative areas and Risk Analysis 

functions for this entertainment and aerospace startup.  ZeroG operates in the Space Exploration and Hospitality 

sectors and offers a weightless flight experience and related events.  Facilitated a capital raise merger. 

MEDICAL AND TECHNICAL INSTITUTE       (2003 – 2006)   Las Vegas, NV 

CFO and COO – Key Accountabilities included being responsible for all financial, administrative, human 

resource, and MIS functions for this school startup.  Achieved accreditation on first attempt and raised capital. 

ACADEMY OF MEDICAL & BUSINESS CAREERS      (2000 – 2003)  Las Vegas, NV 

CFO – Key Accountabilities included the Responsibility for financial and administrative functions.  The Academy 

consisted of six locations (CA and NV) with annual revenues greater than $30M. Grew and Scaled this school. 

BUSINESS CONSULTANT - Independent and for DELOITTE TOUCHE   (1996 – 2000)  Las Vegas, NV 

Entrepreneur – CEO/CFO services, Management Consulting, Accounting and Tax Preparation 

RIO TINTO BORAX CORP.      (1990 - 1996)  Los Angeles, CA 

Accounting Manager – Key Accountabilities included coordinating accounting activities with global operating 

units.  Borax annual revenues were greater than $500M per year and managed Operating Plants budgets of $200M. 

While in college, worked part-time for Arthur Andersen in Audit, the Chicago Board of Options Exchange in 

Trading Support, and as a paralegal for a law firm. 

__________________________________________________________________________________________ 

EDUCATION 

PEPPERDINE UNIVERSITY, Los Angeles, CA 

M.B.A. Degree.    Emphasis in Entrepreneurship and Business Strategy.

DE PAUL UNIVERSITY, Chicago, IL 

Bachelor’s Degree.    Double Major:  Accounting and Finance. 

Continued training and development in Microsoft Office products, Tax preparation, HR and labor laws.  Taught 

accounting courses part-time while at Neumont.  Speak some Spanish and flexible to relocate. 
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 PROFESSIONAL PROFILE 

 PROFESSIONAL EXPERIENCE 

RORY T. EDWARDS 
    

 TRANSFORMATION OFFICER 
Hailed by the former U.S. Secretary of Education as “a natural model for urban education.” 

Results-driven visionary with a stellar record of accomplishment developing and operationalizing strategies and programs that engage, unite, 

and change diverse objectives and organizations. Accomplished at creating a compelling vision, communicating, and authorizing requests to 

action, and building high performing teams enthusiastic about achieving organization objectives. Recognized and respected community and 

global leader and public speaker with expertise in topics on transformation modifications, leadership development, and team and individual 

excellence, Expertise in leading team development coaching strategic planning and goal setting. Excellent strategic and process thinking 

abilities with the emphasis on human resource practices, organizational development for simplification and customer service. Proficiency in 

developing and building successful diversity and inclusion strategies for leadership accountability and development of employee engagement 

and retention efforts. Reputable network of contacts with local, national, and global constituent groups. 

▪ Exceptional team leader – trains, develops, and manages professionals to generate maximum results.

▪ Process engineering – increases productivity and revenues, contributing to the expansion and growth of organizations.

▪ Collaborative management style – liaison across departments, genders, and ethnicities to exceed company goals.

▪ Community engagement – uncanny ability to quickly earn the respect, trust, and commitment of individuals from all strata of
society.

▪ Possess 20+ years of advisory and teaching experience at, elementary, middle, high school, and post-secondary levels.

▪ M.Ed., Teaching and Administration / U.S. Air Force Veteran -Honorably Discharged.

DELIVERS STRONG AND SUSTAINABLE GAINS

CORE COMPETENCIES 

Project Management  Budget Management  Supervision  Research Translator Relationship / Team 

Building  Interviewing Skills  Coaching and Mentorship. 

  Process Implementation  Fiscal Management  P&L Management Performance  Adaptability. 

 Motivation / Negotiations  Methodologies  Public Speaking  Delegation 

Emotional Intelligence  Change Agent Attention to Details. 

Recruitment  Employee Development & Retention  Problem Solving  Communication. 
 Conflict Resolution.  Evaluation & Control  Strategy Development 

   RORY T. EDWARDS GROUP – Las Vegas, NV      05/2005 – Present 

Global consulting firm focused on developing / improving culture, diversity & inclusion, and ambiance in academic, athletic, and 
business settings. 

CHIEF TRANSFORMATION OFFICER / CO-FOUNDER 

Authorized performance improvement solutions and create breakthroughs for Leadership and Organizational development in a 
multitude of community, business, athletic, and educational insistutions. 

Key Highlights: 

• Analyzed, planned, and evaluated projects in over 15 cities, focused on, uncovering which programs and policy issues influenced
the national dropout rate in urban, suburban, rural, and metropolitan cities across America.

▪ Project manager for instruction-led and self-paced training development, including the scoping, planning, and tracking of
deliverables for adults and youth re-entering education.

▪ Researched, documented, and developed programming that addressed learning inconsistencies, within low achieving

communities, based on the school’s climate / culture of evidenced based methodologies on a national, regional, and state level,

and provided findings to over 40 education funders and other community-based organizations.

▪ Coordinated and conducted workshops and conferences designed to promote the intellectual, inclusion, and social prosperity of
students, families, and communities.

▪ Championed innovative and excellence in education by supporting and coaching new leaders and developing full operating
facilities for great public charter schools nationally.

PUBLISHED AUTHOR 
“So, You Want to be a Professional Athlete”, A guide to raising, being, and coaching the world’s next superstar. 

The 13 Commandments of Rory T. Edwards & The Power to the “P” 
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Rory T. Edwards │ Cont. 

    TARKANIAN BASKETBALL ACADEMY. Las Vegas, NV.  2016-2017 

DIRECTOR of EDUCATION and COMMUNITY ENGAGEMENT.    

Delivered training programs for the sports center and provided, academic & athletic guidance presentations for students, parents, and coaches. 

Designed programs to educate, inspire and connect a broad range of individuals at all stages of life through sporting activities and seminars. 
Cultivated a safe, fair, and respectful learning environment celebrating the diversity of the student population. Established, strengthened, and 
sustained relationships with community leaders, schools, and civic and cultural organizations to develop collaborative learning and 
implementing approaches within diversity and inclusion. Held quarterly meetings for on-going coaching and performed quality assurance to 
ensure that the targets of students, parents, and coaches were achieved. 

Key Highlights: 

 Served as the ambassador to key constituencies in surrounding communities to generate support for the organizational mission 
and programs as well as to expand regional and global partnerships. 

 Provided expertise in building an environment conducive to positive thinking, learning and goal attainment. 

 Built a productive working relationship with the Steering Committee that included representatives from government, financial 
institutions, and community organizations. 

BETTER HOME HEALTHCARE OF GEORGIA – Atlanta, GA     05/2012 – 12/2014 

EXECUTIVE DIRECTOR 

Youth mental and behavioral health services focused on family counseling and preventing out of home placement. 

Delivered and provided daily operational management, evaluated operations to ensure compliance with goals and mission, and oversaw 
fiscal planning and budgeting. Changed policies and procedures and developed a positive rapport with community resources. 

Key Highlights: 

▪ Provided fiscal, strategic, and operational leadership to reduce debt and improve operating results.

▪ Improved internal procedures and controls of organization’s progress, merging philosophies between board and staff
members for greater efficiency.

▪ Maintaining morale and workplace harmony

▪ Reorganized / reallocated resources to create best practices and performance monitoring systems in support of continuous
growth and improvement.

▪ Developed and presented public health education classes and promoted healthy lifestyle awareness programs.

▪ Reduced corporate liability by 30% and improved organizations visibility and publicity by 50%.

GEORGIA TRAINING ALLIANCE – Duluth, GA       12/2008 – 06/2014 

CHIEF OPERATING OFFICER 

Athletic training facility focused on NFL & NBA and professional athletics preparedness. 

Guided by the objectives and mission of the company – provided leadership, management, and vision necessary to ensure the proper 
operational controls, administrative and reporting procedures, and people systems were in place to effectively grow the organization 
and to achieve excellence and success. 

Key Highlights: 

▪ Implemented a successful full-scale turnaround and record revenue and profit highs for G.T.A

▪ Establish effective organizational structure and communication protocols.

▪ Established key performance measurements for all operating and training departments.

▪ Guided the C.E.O. and other key members of senior management on financial forecasting, budgeting, cash flow, investment
priorities, and policy matters.

▪ Supervising all daily operations of the company, including IT, marketing, and sales
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 ADDITIONAL RELEVANT EXPERIENCE 

CROSS-CULTURAL ACADEMY OF ARTS AND TECHNOLOGY CHARTER SCHOOL – Harford, CT 08/2004 – 05/2005 

CO-FOUNDER 

▪ Negotiated and secured core operating funding from state, national and corporate sponsors totaling over $8M.

▪ Developed an exploratory project team that included five different functions, four generations, and several nationalities to
ensure the success of the opening of the school.

▪ Authorized training modules, cost reduction methods, and instituted policies and procedures for governance.

▪ Successfully reduced expenditures by 20% in the first year.

AMISTAD ACADEMY MIDDLE SCHOOL – New Haven, CT      06/2002 – 06/2005 

DEAN OF STUDENTS AND FACULTY 

▪ Established and changed agency’s policies and procedures through performance standards, management development, budget
forecasting, program design and cultural diversity.

▪ Member of the senior management team leading the strategic vision, planning, and implementation of D&I initiatives to fulfill
stated objectives and outcomes for the organization.

▪ Reduced employee turnover by 40%, and increased productivity.

▪ Achieved national recognition – developed and implemented the blueprint for a school culture model of excellence, which
was selected for replication by a former U.S. Secretary of Education.

EDUCATION 
M.Ed. – Teaching and Administration Cambridge College, Cambridge, MA Bachelor of

Science (B.S.), Human Services – Springfield College, Springfield, MA 

National Education Association / NEA (2014 – Current) 

Ionic Lodge #7 Prince Hall Affiliated Mason (1980 – Current) 

New Britain, CT. N.A.A.C.P. President (1996 – 2005) 
United States Congress Summit on Policy Based Dialogue for African American Leaders (2003) 

Connecticut Governor’s Task Force on Education (1999 – 2000) 
Virtual Preparatory Academy of Nevada (Vice-President of the Board) 2020-current 
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Stacie Kodba Ed.S 

      

Education 

Walden University  

       Educational Specialist in Administration Leadership, June 2011 

Indiana Wesleyan, Marion, Indiana  

       Master of Education, December 2008  

 Indiana University, South Bend, Indiana 

        Bachelor of Arts in Elementary Education, December 2001 

        Certified Reading Endorsement, June 2001 

        Certified in Orton Gillingham/Dyslexic Training, June 2001 

Career Accomplishments  

Clark County School District-Las Vegas, Nevada 

Abston Elementary School, Las Vegas, Nevada, August 2019 till present- 4th grade teacher.  Departmentalized for ELA monitoring 70 

students.  Grade level RTI Chair.   

Kenny Guinn Middle School, Las Vegas, Nevada, March 2012 till May 2019- administer as a liaison between students, administrators, 

and parents in student achievement.  Leading and directing the daily activities of more than 150 students providing inquiring minds.  

Spearheaded a grant in technology needs for the school.  Creation of engineering activity of wood sleds for student’s exploration, a 

STEM approach. Part of the Student Achievement/principals team.  Implemented Summer Camp for incoming 6 th Graders.  

Kit Carson College Preparatory Academy, Las Vegas, Nevada, Nov. 2011 till March 2012 - Project Facilitator-Managed and 

implemented projects that helped other teachers in the classroom and schoolwide academic success/analyzing student data.  Trained 

all staff on data collecting of students’ scores. Saturday Writing Camp for 3rdthru 5th graders. 

C.T Sewell Elementary School, Henderson, Nevada, May 2007 to Nov. 2011 - Literacy Specialist/ Learning Strategist – K through 5th

grades/ Empowerment Board Member-counseled the Lead team on how to become more effective with student discourse. Conducted

research on student data and effectively monitored students’ scores.  Creating a “Brain Lab” with the product of Fast ForWord.

John S. Park Elementary School, Las Vegas, Nevada, 2006-2007 – Second Grade Teacher / Literacy Teacher- Integrated reading 

strategies, set strong expectations in reading for grade level students with implementation help with grade level teachers. Instilled 

push-in for 3rd grade reading groups.   

Penn Harris Madison School District- Mishawaka, Indiana 

Moran Elementary School, Osceola, Indiana, 2005-2006- Administrative Assistant to Literacy Coordinator 

Moran Elementary School, Osceola, Indiana, 2003-2004 - Administrative Assistant to Literacy Coordinator 

Moran Elementary School, Osceola, Indiana, Summer 2003- First grade teacher in the Extended Learning Program 

 Discovery Middle School, Granger, Indiana, 2002-2003 – Seventh Grade Social Studies Teacher 

Goshen Community School Corporation 
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Chandler Elementary School Goshen Indiana, 2004-2005 - Third Grade Teacher 

Parkside Elementary School, Goshen Indiana, 2004-2005 – Fifth Grade Teacher 

Mishawaka School Corporation 

Beiger Elementary School, Mishawaka, Indiana, 2001- Fourth Grade Teacher   

Mary Phillips Elementary School, Mishawaka, Indiana, 1996-1999- Librarian   

Presentations, Training Certifications: 

Highly Qualified Teaching- State of Nevada, 2006 to present 

SIOP Certification-fall, 2006 

Implemented and Coordinated Fast ForWord- fall, 2007 

Brain Boot Camp- Coordinator - summer, 2007 & 2008 

Multisensory Training- Presenter Staff Developments –fall, 2007 

Brain-Based Learning’s-Presenter Staff Developments-spring, 2008 

ASCD Conference Trainings- Florida-spring, 2008 

Small Reading Groups Techniques-Presenter Staff Developments-fall- 2009 

Brain Lab- Presenter for Scientific Learning Conference-fall-2009 

Superintendent’s Writing Traits- spring, 2010 

Handwriting Training-spring, 2010 

Summer Enrichment Program- Coordinator - summer 2010 

Training with RTI Virtual Conference-summer, 2010 

Harcourt Alignment Task Force for CCSD-fall, 2010 

RTI Workshop: Lexia Reading and Assessment Without Testing- fall, 2010 

Study Island-Presenter Staff Development-fall, 2010 

Nevada State Training or Holistic Scoring Training- fall, 2010 

Nevada State Scorer-2010 

Effective Reading Strategies K-5-fall, 2010 

Now What? -Presenter for Fast ForWord at the Scientific Learning Conference-fall-2010 

TESEL Endorsement-Spring-2018 

Nevada Association of School Administrators Mentorship Academy “Active and Engaged Leadership #4-March-2021 
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PROFILE Creative, High-Energy, insightful, savvy professional and performance-driven sales with15 years in 
Management, leading recruiting teams, and Corporate recruitment.  

Partnered with business leaders and human resources through strong communication, 
collaboration, and business acumen.  

Expertise includes – Leading critical sourcing, recruitment, hiring and onboarding. 
Driving large scale transformational changes that directly impact business 
growth. Strategic leader with proven success in developing, elevating and maintaining 
talent, workforce planning, and budgeting. 

Adept at managing full lifecycle recruiting, including reviewing job descriptions, developing 
recruiting strategies, building talent pipelines, sourcing and interviewing candidates, presenting 
offers, negotiating salaries and onboarding employees. 

Seeking to apply a winning mindset and transferable recruiter skill to TOP- Tier organization. 

PROFESSIONAL EXPERIENCE 

3/09 - 2020 LUCAS GROUP, Las Vegas, Nevada 
Executive Senior Partner  
Lucas Group is North America’s premier Executive Recruiting Firm in Mid-Tier to Fortune 500. 
Since 1970, the culture and methodologies of Lucas Group have driven superior results. 

• Oversaw a full Recruiting lifecycle of up to 25 open requisitions within a fast-paced, high—
growth environment from sourcing, screening, interviewing, negotiating, offering to present and
onboarding.

• Cultivated relationships with new and existing clients, collaborating with clients to develop a
recruiting strategy and determine client needs

• Achieved “Presidents Club” attained by only 5% of Top Executive Senior Partner
• Consistently Drove Revenue Year-to-Date Sales of over $400,000 in Billings
• Diligently sourced and placed C-Level Executives within PE, VC, Fortune 100 Companies
• Provide consultation to candidates and clients on industry and market trends, salary

expectations and thriving industries.
• Provide consultation to candidates and clients on industry and market trends, salary

expectations and thriving industries.
• Manage client’s priorities in a high volume, time-sensitive environment to meet deadlines.

4/07 - 3/09 AJILON PROFESSIONAL STAFFING, AJILON FINANCE DIVISION, Las Vegas, Nevada 
Account Executive 
Ajilon Finance is an Industry Leader in High level Consulting Search Firm with a focus on Finance 
& Accounting, Information Technology, Manufacturing and Distribution. 

• Managed a book of business including over 40 temporary employees at one time which
resulted in over $540,000 in gross margin revenue on an annual basis and over $160,000 on
average in permanent placements per year.

• Cultivated relationships with local colleges that involved job fairs, speaking at seminars and
generating pipeline to identify and recruit prospective candidates.

• Maintained and expanded client base through extensive networking and marketing efforts with
local organizations to identify potential clients.

• Established relationships with new clients through marketing calls, outside sales meeting and
luncheons.

• Matched candidates and skills to applicable job orders and client needs.
• Consistently attained weekly recruiting/interview and leads generated goals.
• Billed monthly $45,000 on average; solicit hours over 1000; and instrumental in expanding the

number of temporary staff from 20 to 47.

EDUCATION   Bachelor Science in Business Administration - Concentration: Finance 
UNIVERSITY OF NEVADA @ LAS VEGAS, Las Vegas, Nevada 

Attachment 5c-4: Board Member Marie Manalansan Resume Page 168



Metcalf 
1 of 19 

KIM KENNETH METCALF, Ph.D. 

   

 

EDUCATION 

Ph.D., The Ohio State University, Columbus, Ohio; Teacher Education/Educational 
Research & Evaluation. 

M.A., The Ohio State University, Columbus, Ohio; Teacher Education/Music Education.

B.S., Ball State University, Muncie, Indiana; Music/Music Education.

PROFESSIONAL EXPERIENCE 

Leadership Appointments 

Dean 
College of Education, University of Nevada Las Vegas, Las Vegas 
(Research Very High) 
July 2013-August 2020 

 College enrolls ~3,000 students roughly equally distributed between graduate and 
undergraduate programs served by 120 full-time faculty members, 75 of whom are 
tenure or tenure track. 

 38 undergraduate and graduate degree programs, including 11 doctoral programs 
provided across four academic departments: (1) Educational, Multilingual and Special 
Education Studies; (2) Educational Psychology & Higher Education; (3) Counseling, 
School Psychology & Human Services; and (4) Teaching & Learning.  

 Annual College operating budget (excluding external research and development/ 
endowments) of $29.9 million. 

 Expanded research infrastructure leading to total external research awards increase of 
300% from FY2014 to FY2020. 

 Largest preparer of licensed education and behavioral/mental health professionals in 
Nevada, graduating more than 40% of all such professionals in the State. 

 Developed, maintained, and expanded integrated partnership for research, programs, 
and professional development with the 5th largest school district in the U.S. (Clark 
County School District) despite two contentious transitions in District leadership. 

 Secured over $20 million in development funding including the largest single estate gift 
in UNLV history (Kitty Rodman Endowment) and the College’s first endowed chair 
(Dunn Family Chair in Psychometrics and Testing). 
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Associate Vice President for Research & Sponsored Projects (Interim)/Director of 
Institutional Research & Planning (Interim) 
University of West Georgia, Carrollton, Georgia 
(Doctoral Granting) 
2012-2013 

 Responsible for two offices and respective staffs: (1) Office of Research and Sponsored 
Projects (ORSP) and (2) Office of Institutional Research and Planning (OIRP). 

 ORSP office and staff supported all elements of externally-funded research or projects 
for the University (e.g., pre- and post-award, budget creation and management, 
Institutional Review Board, Research Compliance).  

 OIRP staff responsible for collection, management, analysis, and reporting of 
institutional data associated with institutional goal setting, monitoring on institutional 
progress, state and federal reports, Institutional Records Authority, and Requests for 
Public Information (open records requests). 

 Across offices shared responsibility for assisting in preparation of the Institutional 
Report for SACS/COC Accreditation. 

Dean 
College of Education, University of West Georgia, Carrollton, Georgia 
2008-2012 

 College enrolled 3.200+ at undergraduate and graduate levels, served by 140 full and 
part-time faculty. 

 Responsible for College offering programs in Counseling, Special Education, Speech-
Language Pathology, Early Childhood Education, Middle & Secondary Education, 
Educational Leadership, Sport Management, English as a Second Language, Media & 
Instructional Technology, and School Library Media.  

 Managed budget of $7.1 million (excluding external awards and development).  

 Increased external funding of grants and projects from less than $100,000 in 2008-09 to 
nearly $2 million dollars by January 2012, and established formal collaborative 
agreements with 187 agency or school partners. 

 Facilitated growth of doctoral studies from one program graduating fewer than five 
students per year to three programs conferring more than 20 doctorates each year. 

 Created College’s first Development position, established National Board of Visitors to 
provide guidance and outreach for the College, a Superintendents Council of area 
superintendents to provide regular communication and input to the Dean, and the 
Education Student Ambassadors to showcase outstanding students and engage them in 
high visibility College events.  

Director 
The Evaluation Center at West Georgia, University of West Georgia, Carrollton, Georgia 
2006-2008 

 Recruited to design and implement center to advance entrepreneurial activity in the 
College of Education.  

 Developed infrastructure and processes to identify potential partnerships, assist faculty 
in developing effective proposals, providing project management and administrative 
support for externally-funded projects, and assist faculty in developing scholarship from 
this work. 

Attachment 5c-5: Board Member Kim Metcalf Resume Page 170



Metcalf 
1 of 19 

 Tripled number of faculty engaged in externally supported projects and increased total 
external dollars generated by 250%. 

Director 
Indiana Center for Evaluation, School of Education, Indiana University, Bloomington, Indiana 
(Research Very High) 
1997-2003 

 Established and developed completely self-funded center focused on: (a) providing 
contracted program and policy evaluation services to state and federal agencies and (b) 
advancing research and scholarship on evaluation practices.  

 Managed annual extramural budget that grew from $187,000 in 1997 to over $4 million 
by 2003 (including direct and indirect costs) and developed a professional and academic 
staff of 75 (35 full-time).  

 Negotiated purchase and renovation of facility to house the center, established formal 
partnerships with state and federal agencies across 18 states, the U.S., Lithuania and 
Latvia.  

 Notable among Center projects was the eight-year longitudinal study of the Cleveland 
Voucher program which followed a cohort of public and private school children and their 
families from kindergarten through eighth grade. 
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Academic Appointments 

Professor 
Department of Teaching & Learning, College of Education, University of Nevada Las Vegas 
(Research Very High) 
July 2013-present 

Professor 
Department of Leadership & Applied Instruction, College of Education, University of West 
Georgia, Carrollton Georgia 
(Doctoral Granting) 
2008-2013 

Associate Professor 
Department of Curriculum & Instruction, School of Education, Indiana University, 
Bloomington, Indiana 
(Research Very High) 
1997-2004 

Assistant Professor 
Department of Curriculum & Instruction, School of Education, Indiana University, 
Bloomington, Indiana 
1991-1997 

Assistant Professor 
Department of Elementary & Secondary Education, Southwest Missouri State University, 
Springfield Missouri 
(Doctoral Granting) 
1989-1991 

Lecturer 
Department of Educational Services & Research, College of Education, The Ohio State 
University, Columbus, Ohio 
1988-1989 

Graduate Teaching Assistant/Graduate Research Assistant 
Department of Educational Theory & Practice, College of Education, The Ohio State 
University, Columbus, Ohio 
1986-1988 
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HISTORY OF FUNDED GRANTS AND CONTRACTS 

Nevada Institute for Teaching and Educator Preparation (NITEIP) (2017-present): Nevada 

Department of Education, $2,500,000. [UNLV Dean’s Office, Project Director] 

Nevada TEACH Scholarship Program (2015-present): Nevada Department of Education, 

$3,500,000. [UNLV Dean’s Office] 

Wallace Grant for Leadership Development (2011-2013):  Wallace Foundation & Gwinnett 

County (GA) Public Schools, $1,900,000. [UWG College of Education] 

UTeach Grant for Mathematics and Science Education (2011-2014):  Georgia Governor’s Office 

of Student Achievement & the U.S. Department of Education, $1,200,000. [UWG Dean’s Office, 

Project Director] 

Statewide Preservice Teacher and School Leader Evaluation System (2007-09):  Mid-

Continent Research for Education and Learning (McREL), Denver, Colorado, $109,331. [UWG 

Evaluation Center, Principal Investigator] 

Evaluation of the 12-For Life Program (2007-09):  Carroll County Schools, Carrollton, Georgia, 

$114,081. [UWG Evaluation Center, Principal Investigator] 

Evaluation of Project GEMS (2007-08):  College of Arts and Sciences, University of West 

Georgia, $22,415 (with students) [UWG Evaluation Center, Project Director]. 

Implementing an Evaluation of Educational Programs for the Georgia Aquarium (2006-07):  

Georgia Aquarium, Atlanta, $240,445. [UWG Evaluation Center, Principal Investigator] 

Continuation of the Longitudinal Evaluation of the Cleveland Scholarship (Voucher) Program 

(2004):  Ohio Department of Education, $741,909. [IU Evaluation Center, Principal 

Investigator/Project Director] 

Evaluation of Teacher Quality in Ohio (2003-05):  Ohio Department of Education, $235,000. 

[IU Evaluation Center, Project Director] 

Study of Parental Attitudes Related to Community (Charter) Schools in Ohio (2002-03): Ohio 

Legislative Office of Education Oversight, $197,000.  [IU Evaluation Center, Project 

Director/Principal Investigator] 

Experimental Study of the Reading Rescue Program (2002-03): Privately-funded evaluation, 

$215,300.  [IU Evaluation Center] 

Evaluation of Community-Based STD Awareness Program (2002-03): Marion County 

(Indiana) Department of Health and the Centers for Disease Control, $23,000 (with students).  

[IU Evaluation Center, Principal Investigator] 
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Evaluation of Web-Based Educational Initiatives (2001-02): North Central Regional Education 

Laboratory, $185,730.  [IU Evaluation Center, Principal Investigator/Project Director] 

Evaluation of I-READS (2002-04): Indiana Department of Education, $280,000.  [IU 

Evaluation Center, Project Director] 

Evaluation of Pulaski County (Indiana) Community Alliances to Promote Education Initiative 

(2002-04): Pulaski County Community Foundation, $300,000.  [IU Evaluation Center] 

Evaluation of Marshall County (Indiana) Community Alliances to Promote Education 

Initiative (2002-04): Marshall County Community Foundation, $300,000.  [IU Evaluation 

Center] 

Evaluation of Brown County (Indiana) Community Alliances to Promote Education Initiative 

(2002-04): Brown County Community School Corporation, $300,000.  [IU Evaluation Center] 

Evaluation of Ripley County (Indiana) Community Alliances to Promote Education Initiative 

(2002-04): Ripley County Community Foundation, $300,000.  [IU Evaluation Center] 

Evaluation Planning for the New Century Initiative (2002): Foellinger Foundation, $42,874 

(with students).  [IU Evaluation Center, Project Director] 

Multiple Award Task Order Vendor (2002): Corporation for National and Community Service, 

Per service.  [IU Evaluation Center, Project Director] 

A Proposal to Renew and Expand Evaluation of the Cleveland Scholarship and Tutoring 

Program (2001-03): Ohio Department of Education, $1,672,683.  [IU Evaluation Center, 

Project Director/Principal Investigator] 

Evaluation of C.A.P.E. Initiatives in Wabash County (2001-03): Wabash County Community 

Foundation, $300,000.  [IU Evaluation Center] 

Evaluation of the Ohio Literacy Initiative (2001-04): Ohio Department of Education and the 

U.S. Department of Education, $1,496,000.  [IU Evaluation Center, Project Director] 

Evaluation of the Summer Institute on Reading Intervention (2000-01): Ohio Department of 

Education, $78,810.  [IU Evaluation Center] 

Evaluation of Project L.I.N.K. (2001-02): Indiana Youth Institute, $57,094.  [IU Evaluation 

Center] 

Evaluation of NCREL Products and Services (2001-2002): North Central Regional Education 

Laboratory, $64,948.  [IU Evaluation Center, Principal Investigator] 
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The Comparative Evaluation of Performance Among Students Enrolled in the Cleveland 

Scholarship and Tutoring Programs (1999-2001): Ohio Department of Education, $715,468.  

[IU Evaluation Center, Project Director/Principal Investigator] 

Evaluation of the Ohio Local Report Card Program (1999-01): Ohio Department of Education, 

$349,623. [IU Evaluation Center, Project Director] 

Case Study of Key Effective Practices (2001-02): Ohio Department of Education, $126,376.  [IU 

Evaluation Center] 

The Comparative Evaluation of Performance Among Students Enrolled in the Cleveland 

Scholarship and Tutoring Programs (1998-99): Ohio Department of Education, $357,900.  [IU 

Evaluation Center, Project Director/Principal Investigator] 

The Comparative Evaluation of Performance Among Students Enrolled in the Cleveland 

Scholarship and Tutoring Programs (1997-98): Ohio Department of Education, $361,792. [IU 

Evaluation Center, Project Director/Investigator] 

The Comparative Evaluation of Performance Among Students Enrolled in the Cleveland 

Scholarship and Tutoring Programs (1997): Ohio Department of Education, $242,078.  [IU 

Evaluation Center, Project Director/Principal Investigator] 

 Evaluation of Comprehensive School Reform in Indiana (1999-2002): Indiana Department of 

Education, $229,354.  [IU Evaluation Center] 

Evaluation of the Learning Perspectives Program (2000-01): The Foellinger Foundation, 

$544,886 (with students).  [IU Evaluation Center, Principal Investigator] 

Evaluation of the Michigan Small Class Size Initiative (1999-02): Michigan Department of 

Education and the North Central Regional Education Laboratory, $131,600.  [IU Evaluation 

Center, Project Director] 

Evaluation of the Anchor Schools Program for Migrant Children (1999-00): U.S. Department 

of Education and the Southeastern Regional Vision for Education (SERVE), $227,468.  [IU 

Evaluation Center, Project Director] 

Evaluation of the Anchor Schools Program for Migrant Children (1998-99): U.S. Department 

of Education and the Southeastern Regional Vision for Education (SERVE), $38,700.  [IU 

Evaluation Center, Project Director] 

Evaluation of the “Learning Anywhere Anytime Program”  (1999-02): Fund for the 

Improvement of Post-Secondary Education and Indiana State University, $131,500.  [IU 

Evaluation Center] 
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Evaluation of Junior Achievement Programs in Northern Indiana (1998-00): Junior 

Achievement of Northern Indiana and the Foellinger Foundation, $63,964.  [IU Evaluation 

Center, Principal Investigator] 

Process Evaluation of Planning for Learning Perspectives Program (1999): Foellinger 

Foundation, $18,457 (with students).  [IU Evaluation Center, Project Director] 

Evaluation of Project Citizen in U.S., Lithuania, and Latvia (1999-00): Center for Civic 

Education, Indiana Center for Law Related Education, Indiana Social Studies Development 

Center, $15,952.  [IU Evaluation Center, Co-Principal Investigator] 

Evaluation of Science and Mathematics Education for Children of Poverty (1999-02): Marian 

College and The Lilly Foundation, $84,376. [IU Evaluation Center] 

Examination of Effectiveness Training on Preservice Teachers’ Teaching Behavior Impact on 

Student Learning (1992-94): School of Education, Indiana University ($43,000).  [IU Faculty 

Seed Grant, Principal Investigator] 

Experimental Examination of the Clarity Training Program (1989-90):  Southwest Missouri 

State University Faculty Research Award, 28,500.  [SMSU Faculty Seed Grant, Principal 

Investigator] 

Eisenhower Mathematics and Science Education Grant (1990-91):  Coordinating Board for 

Higher Education, Missouri Department of Elementary & Secondary Education, $23,700 (with 

students).  [SMSU College of Education, Co-Project Director] 
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SELECTED PUBLICATIONS (* peer reviewed) 

Metcalf, K. (Ed.).  (2019).  Policy Issues in Nevada Education, Vol 3.  College of Education, 

University of Nevada Las Vegas. 

Metcalf, K. (Ed.).  (2017).  Policy Issues in Nevada Education, Vol 2.  College of Education, 

University of Nevada Las Vegas. 

Metcalf, K., Cruickshank, D., and Jenkins, D. (2016).  The Act of Teaching, Revised 7th Edition.  

Dubuque, Iowa: Kendall-Hunt. 

Metcalf, K. (Ed.).  (2015).  Policy Issues in Nevada Education, Vol 1.  College of Education, 

University of Nevada Las Vegas. 

Cruickshank, D, Jenkins, D., and Metcalf, K. (2011).  The Act of Teaching, 6th Edition.  New 

York: McGraw-Hill. 

Boone, W., Metcalf, K. Paul, K., Lotter, L., and Kelly, P. (2009).  Science and Mathematics 

Instructional Time in an Urban Setting: Differences and Similarities among Private and Public 

Schools, School Science and Mathematics, 15, 343* 

Metcalf, K. (2008).  Taking Data to Heart, Educational Leadership, 66 (4), 96.* 

Cruickshank, D, Jenkins, D., and Metcalf, K. (2008).  The Act of Teaching, 5th Edition.  New 

York: McGraw-Hill. 

Paul, K., Legan, N., and Metcalf, K. (2007).  Differential entry into a voucher program: A 

longitudinal examination of families who apply to and enroll in the Cleveland Scholarship and 

Tutoring Program, Education and Urban Society, 39, 223-243.* 

Metcalf, K. and Paul, K.  (2006). Enhancing or destroying equity?  An examination of 

educational vouchers.  In E. St. John (Vol. Ed.), Readings on Equal Education, 21, 37-77.* 

Metcalf, K., and Legan, N. (2006). Interpreting Voucher Research: The Influence of Multiple 

Comparison Groups and Types, Journal of School Choice.* 

Metcalf, K., Legan, N., and Paul, K. (2005). An Examination of the Educational Decisions of 

Families in Public, Charter, and Private Schools, Journal of Education for Students Placed At 

Risk.* 

Paul, K., Metcalf, K. and Legan, N. (2005).  Parental characteristics and satisfaction with their 

child’s school: A comparison of public, voucher, and charter school families.  Mid-Western 

Educational Researcher, 18, 16-26.* 

Metcalf, K., Boone, W., Legan, N., and Paul, K. (2004).  The continued evaluation of voucher 

impact on the achievement of elementary students in a majority African-American public school 

district.  Journal of Women and Minorities in Science and Engineering, 10, 203-216.* 
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Metcalf, K., Theobald, N., and Gonzalez, G. (2003).  State university roles in charter school 

growth, Phi Delta Kappan, 84, 542-545. 

Metcalf, Kim K. (2003).  Review of The Education Gap: Vouchers and Urban Schools, Journal of 

Education for Students Placed at Risk, 8, 371-376.* 

Metcalf, K., Vontz, T., and Patrick, J.  (2002-03). Learning democracy through Project Citizen in 

Lithuania, Latvia and Indiana, International Journal of Social Science Education, 17(2), 49-

69.* 

Metcalf, K. and Legan, N.  (2002). Educational vouchers: A primer.  Clearinghouse, 76(1), 25-

29. 

Metcalf, K., Muller, P., and Legan, N.  (2001). School choice in America:  The Great Debate.  

Bloomington, IN: Phi Delta Kappa. 

Metcalf, K., Boone, W., Legan, M., and Paul, K.  (2001). The impact of vouchers on the science 

and mathematics achievement of elementary students in a majority African American public 

school district, Journal of Women and Minorities in Science and Engineering, 10(3).* 

Vontz, T., Metcalf, K., and Patrick, J.  (2000).  Project citizen and the civic development of 

adolescent students in Indiana, Latvia, and Lithuania.  ERIC Clearinghouse for Social 

Studies/Social Science Education and the Adjunct ERIC Clearinghouse for International Civic 

Education in association with CIVITAS: An International Civic Education Exchange Program.  

Bloomington, IN.* 

Metcalf, K.K., and Tait, P.A. (1999).  Free market policies and public education: What is the cost 

of choice?  Phi Delta Kappan, 81, 65-75. 

Metcalf, K. and Tait, P. (1999).  Free market politics and public education: At what (opportunity) 

cost?, Mid-Western Educational Researcher, 12(1), 19-25. * 

Metcalf, K. K.  (1998). Advocacy under the guise of science.  Education Week, Sept. 23, 34, 39. 

Metcalf, K.K. and Kahlich, P.A.  (1998).  Nontraditional preservice teacher development:  The 

value of clinical experiences.  Journal of Research and Development in Education, 31, 69-82.* 

Metcalf, K.K. & Kahlich, P.A. (1996).  Laboratory experiences as transition from campus to field.  

In D. McIntyre and D. Bird, Eds., Annual Yearbook of the Association of Teacher Educators.  

Reston, VA:  ATE. * 

Metcalf, K.K., Hammer, R., & Kahlich, P.A.  (1996). Alternatives to field-based experiences in 

teacher education:  The comparative effects of on-campus laboratories.  Teaching and Teacher 

Education, 12(3), 271-283.* 

Metcalf, K. (1996).  Laboratory experiences in teacher education: A meta-analytic review of 

research. In D. McIntyre and D. Byrd (Eds.), Teacher Education Yearbook IV.  Thousand Oaks, 

California: Corwin Press.* 
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Metcalf, K. & Bainer, D. (1996).  Six promising approaches to teacher education.  In D. 

Cruickshank (Ed.), Preparing America's Teachers.  Bloomington, IN:  Phi Delta Kappa. 

Metcalf, K.K. (1995).  Laboratory experiences in teacher education.  In The International 

Encyclopedia of Teaching and Teacher Education, 2nd edition.  Oxford: Pergamon. 

Metcalf, K.K. & Wilson, M.A.  (1994).  Improving the efficacy of on-campus laboratory 

experiences using the Myers-Briggs type indicator.  Journal of Research and Development in 

Education, 27(2), 89-101. * 

Metcalf, K.K. (1994).  Critical factors in on-campus clinical experiences:  Perceptions of 

preservice teachers.  Teaching Education, 5(2), 163-174. * 

Metcalf, K.K. & Cruickshank, D.R.  (1994). Teacher education is not enough!  Teacher Education 

Quarterly, 21(2), 115-128. * 

Metcalf, K.K. (1994).  Laboratory experiences in teacher education (pp. 3197-3202).  In T. 

Husen and T. Postlethwaite (Eds.), The International Encyclopedia of Education, Second 

Edition. 

Cruickshank, D.R. & Metcalf, K.K. (1994).  Teaching and learning, explanation in (pp. 6143-

6149).  In T. Husen and T. Postlethwaite (Eds), The International Encyclopedia of Education, 

Second Edition. 

Cruickshank, D.R. & Metcalf, K.K. (1993).  Improving preservice teacher assessment through 

on- campus laboratory experiences.  Theory Into Practice 32(2), 86-92.* 

Metcalf, K.K. (1992).  The effects of a guided training experience on the instructional clarity of 

preservice teachers.  Teaching and Teacher Education, 8(3), 275-286. * 

Metcalf, K.K. & Cruickshank, D.R.  (1991).  Can teachers be trained to be more clear?  Journal of 

Educational Research, 85(2), 107-116.* 

Metcalf, K.K. (1991).  Improving problem solving through instructional clarity.  Issues and 

Trends in Education, 1(1), 15.* 

Metcalf, K.K. (1991).  Student teaching supervision:  A research review and recommendations.  

The Teacher Educator, 26(4), 27-42. * 

Cruickshank, D.R. & Metcalf, K.K.  (1990).  Training within teacher preparation (pp. 469-497).  

In R.W. Houston (Ed.), The Handbook of Research on Teacher Education.  The Association of 

Teacher Educators.  New York:  Macmillan. 

Metcalf, K.K. (1989).  Professional skill development in teacher education:  Toward a more 

effective model.  Educational Technology, 29(9), 35-39.* 
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PROFESSIONAL PRESENTATIONS 

International 

“The Academic Medical Center as a Model for Research-Extensive Colleges of Education.”  

Paper presented at the International Conference on Education, Athens, 2018. 

“Educational Innovation in International Settings.”  Paper presented at the biennial meeting of 

the World Federation of Associations of Teacher Education, Barcelona, 2016. 

“University – Community Partnerships: 21st Century School Project.”  Panel discussion delivered 

to the 3rd Biennial Meeting of the World Federation of Associations of Teacher Education, 

Beijing, China, 2014 

“Leadership in a Time of Uncertainty: The Change-Consistency Paradox.”  Keynote address 

delivered to the 7th Annual International Conference on Dyslexia & SLD, New Delhi, India, 2011. 

“Do School Vouchers Leverage Social Capital for Low Income Families?”  Paper presented at the 

Hawaii International Conference on Education, Honolulu, 2005. 

“Families in Search of Social Capital via School Vouchers.”  Paper presented at the 7th Oxford 

International Conference on Education and Development, Oxford, UK, 2003. 

“Methodological Issues in Multi-National Research.”  Paper presented at the International Civic 

Education Symposium, Riga, Latvia, 2001. 

National 

“Clinical Partnerships in an Urban Setting: The Delicate Balance of Praxis.”  Symposium 

presented at the annual meeting of the American Association of Colleges for Teacher Education 

(AACTE), Louisville, KY, February, 2019. 

“The Dean’ Role in State-Level Policy Development and Advocacy.” Featured presentation at the 

annual meeting of the Consortium of Academic Deans at Research Education Institutions 

(CADREI), Baltimore, MD, 2018. 

 “The Connection between Federal and State Advocacy.”  Invited presentation at annual Week 

on the Hill event sponsored by the American Association of Colleges for Teacher Education 

(AACTE), Washington, DC, February, 2018. 

“Federal Government Relations: A Dean’s Perspective.”  Panel presentation at annual Week on 

the Hill event sponsored by the American Association of Colleges for Teacher Education, 

Washington, DC, 2017. 

“Through the Looking Glass: The Future of Education.”  Panel presentation at the Annual 

Meeting of the Association for Educational Computing and Technology, Las Vegas, NV, 2016. 
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“The Growing National Shortage of Education Professionals.”  Panel presentation at the Annual 

Meeting of the American Association of Colleges for Teacher Education, Las Vegas, NV, 2016. 

“Innovation to Address Critical Teacher Shortages: College and District Partnerships.”  

Presentation at the Annual Human Resources Meeting of The Council of Great City Schools.  Las 

Vegas, NV, 2016. 

“Research Collaboration: Linking Universities and Urban School Districts.”  Panel presentation 

at the Annual Conference of The Council of Great City Schools, Long Beach, CA, 2015. 

“Reflections on the Deanship:  Experiences and Insights of Early Career Deans of Education.”  

Interactive symposium presented at the annual meeting of the Association of Teacher 

Educators, San Diego, 2011. 

“An Intensive and Collaborative Internship Program: The Coweta Experience.”  Paper presented 

at the annual meeting of the Association of Teacher Educators, Atlanta, 2010. 

“Development and Validation of a Standards-Based System of Preservice Candidate Evaluation.”  

Paper presented at the annual meeting of the American Educational Research Association, 

2009. 

“An Integrated Statewide Approach to Educator Evaluation: The North Carolina Model.” 

Symposium presented at the annual meeting of the American Educational Research Association, 

Denver, 2008. 

“Standards-Based Evaluation of Informal Science Education: Evaluation of the Georgia 

Aquarium.”  Roundtable presented at the annual meeting of the American Educational Research 

Association, New York, 2008. 

“The Issue of Relevance in Evaluating School Programs.”  Discussant for symposium presented 

at the annual meeting of the American Educational Research Association, San Francisco, 2006. 

“The Impact of Using a Voucher on Achievement:  Findings from the Cleveland Voucher 

Program (1997-2003).  Paper presented at the annual meeting of the American Educational 

Research Association, Montreal, 2005. 

“Differential Educational Choices among Charter School, Voucher, and Former Voucher 

Families.”  Paper presented at the annual meeting of the American Educational Research 

Association, San Diego, 2004. 

“Choosing Against the Grain: Insider’s Perspectives on Hidden Populations of Choosers.”  

Symposium presented at the annual meeting of the American Educational Research Association, 

Chicago, 2003. 

“A Longitudinal Examination of the Demographic Characteristics of Applicants and Entrants to 

the Cleveland Scholarship and Tutoring Program.  Paper presented at the annual meeting of the 

American Educational Research Association, Chicago, 2003. 
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“Vouchers: Untangling the Methodological Puzzle.”  Invited paper presented at the School 

Choice Conference of the Public Policy Forum, Milwaukee, 2003. 

“School Voucher Research: The Use and Misuse of Comparison Groups.”  Paper presented at the 

annual meeting of the American Educational Research Association, New Orleans, 2002. 

“The Impact of School Choice on the Educational Achievement of Urban Students in Cleveland, 

Ohio.”  Paper presented at the annual meeting of the American Educational Research 

Association, Seattle, 2001. 

“Improving the Efficiency of Field-Based Data Collection: Ancillary Staff.”  Paper presented at the 

annual meeting of the American Evaluation Association, Honolulu, 2000. 

“An Examination of the Efficiency and Reliability of Technology-Based Data Collection in 

Program Evaluation.”  Paper presented at the annual meeting of the American Evaluation 

Association, Orlando, 1998. 

“Trials and Tribulations of a Longitudinal Evaluation of Junior Achievement Programs.”  Panel 

discussion presented at the annual meeting of the American Evaluation Association, San Diego, 

1997. 

“The Comparative Effects of Exchange City: An Economic and Civic Immersion Simulation for 

Fifth-Grade Students.”  Paper presented at the annual meeting of the American Educational 

Research Association, Chicago, 1997. 

“Laboratory Experiences as Transition from Campus to Field.”  Invited paper presented at the 

annual meeting of the Association of Teacher Educators, St. Louis, 1996. 

“Becoming a Teacher By Becoming a Learner, and Becoming a Teacher Again.”  Roundtable 

presented at the annual meeting of the American Educational Research Association, New York, 

1996. 

"Laboratory Experiences as Alternative to Field:  An Experimental Investigation."  Roundtable 

presentation at the annual meeting of the American Educational Research Association, San 

Francisco, 1995. 

"Laboratory Experiences in Teacher Education:  A Meta-Analytic Review of Research."  

Roundtable presentation at the annual meeting of the American Educational Research 

Association, San Francisco, 1995. 

"The Effects of Process vs. Product-Oriented Planning on the Instructional Behavior of Language 

Arts Teachers."  Roundtable presentation at the annual meeting of the American Educational 

Research Association, San Francisco, 1995. 

"The Comparative Effects of Laboratory and Field-Based Clinical Experiences."  Paper presented 

at the annual meeting of the Association of Teacher Educators, Detroit, 1995. 

"Carousel Elementary School: A Simulation Development Project."  Poster session at the annual 

meeting of the annual conference of TED, San Diego, 1994. 
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"A Comparison of Laboratory and Field-Based Experiences:  Surprising Results."  Research report 

presented at the annual meeting of the Association of Teacher Educators, Atlanta, 1994. 

"Improving the Efficacy of On-Campus Clinical Experiences."  Research report to be presented at 

the annual meeting of the American Association of Colleges for Teacher Education, San Diego, 

1993. 

"Preservice Teachers’ Perceptions of Critical Factors in On-Campus Laboratory Experiences."  

Research report presented at the annual meeting of the Association of Teacher Educators, Los 

Angeles, 1993. 

"The Effects of Controlled Laboratory Experience on Preservice Teachers' Instructional 

Behavior."  Paper presented at the annual meeting of the Association of Teacher Educators, 

Orlando, Florida, 1992. 

"Reconciling Accountability and Critical Thinking."  Paper presented at the spring meeting of 

the Missouri Council of Teachers of Mathematics, St. Louis, Missouri, 1991.  

"Processes of Teacher Education."  Presentation and roundtable discussion presented at the 

annual meeting of the Association of Teacher Educators, New Orleans, Louisiana, 1991. 

"Teacher Clarity:  What Twenty Years of Research Tell Us."  Paper presented at the annual 

meeting of the Association of Teacher Educators, Orlando, Florida, 1992. 

"Can Teachers be Trained to be More Clear?"  Paper presented at the annual meeting of the 

Association of Teacher Educators, New Orleans, Louisiana, 1991. 

"The Efficacy of a Research-Based Regimen of Training on the Instructional Clarity of Preservice 

Teachers."  Distinguished Dissertation Award presentation at the annual meeting of the 

Association of Teacher Educators, New Orleans, Louisiana, 1991. 

"Skill Development Within Teacher Preparation."  Panel discussion and paper presented at the 

annual meeting of the Association of Teacher Educators, Las Vegas, Nevada, 1990. 

"The Supervision of Student Teaching."  A paper presented at the annual meeting of the 

Association of Teacher Educators, St. Louis, Missouri, 1989. 

State & Regional 

“The Interplay of Academics, Politics, and Practice.” Moderated Panel Discussion at the 5th 

Annual UNLV Summit on Nevada Education, Las Vegas, 2019. 

“Policy Issues in Nevada Education: 2019 Legislative Session.” Moderated poster and event, 

Nevada Capital Building, Carson City, 2019. 

“Addressing the Teacher Shortage in Nevada: The Nevada Institute on Teaching and Educator 

Preparation.”  Presentation to the Interim Joint Legislative Committee on Education, Nevada 

Capitol Building, Carson City, Nevada, 2018. 
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“Considering the Academic Medical Center as a Model for Research-Intensive Colleges of 

Education.”  Keynote address at the 4th Annual UNLV Summit on Nevada Education, Las Vegas, 

2018. 

“Innovation in the Preparation of Education Professionals in Nevada.” Presentation to the 

Nevada State Board of Education, Las Vegas, 2018. 

“The Role of Education Colleges in an Era of Educational Ambivalence.”  Featured presentation 

at the Nevada Action Speaker Series, Las Vegas, 2018. 

“Policy Issues in Nevada Education: 2017 Legislative Session.” Series of moderated poster and 

interactive sessions to the Joint Nevada Legislature, Carson City, 2017. 

“A Vision for the Integration of Research and Provision of Service in the Preparation of 

Education Professionals.”  Keynote address at the 3rd Annual UNLV Summit on Nevada 

Education, Las Vegas, 2017. 

“The Status of Educator Preparation in Nevada.”  Presentation to the Joint Legislative 

Committee of Education, Carson City, NV, 2017. 

“Focusing Forward: The Failure of Half a Century of Education Reform.”  Keynote address at the 

2nd Annual UNLV Summit on Nevada Education, Las Vegas, 2016. 

“Leveraging the Nexus of Research, Policy & Professional Practice in Education.”  Closing 

keynote address at the Inaugural UNLV Summit on Education in Nevada, Las Vegas, 2015. 

“Innovation in Educator Preparation: The College of Education at UNLV.”  Presentation to the 

Fall meeting of the Nevada Association of School Administrators.” Las Vegas, NV, 2015. 

“Policy Issues in Nevada Education: 2015 Legislative Agenda.” Moderated posted and 

interactive discussion session with Joint Nevada Legislature, Carson City, 2015. 

“Exploring Standards-Based Evaluation in Informal Education Settings.”  Paper presented at the 

annual meeting of the Midwestern Educational Research Association, St. Louis, 2007. 

“Views from the Top: Perspectives of Past Presidents on the 30th Anniversary of MWERA.”  

Panel discussion at the annual meeting of the Midwestern Educational Research Association, St. 

Louis, 2007. 

“Recipe for Success: Development and Evaluation of Education Programs at the Georgia 

Aquarium.”  Paper presented at the annual meeting of the Environmental Education 

Association, Jekyll Island, Georgia, 2007. 

“Teacher Research in the Context of High Stakes Accountability.”  Symposium presented at the 

annual meeting of the Midwestern Educational Research Association, Columbus, Ohio, 2006. 

“Examining School Choice: From Theory of Research Design to its Application.”  Symposium 

presented at the annual meeting of the Midwestern Educational Research Association, 

Columbus, Ohio, 2004. 
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“School Choice Options in Ohio: The Impact of Vouchers and Charter Schools.”  Symposium 

presented at the annual meeting of the Midwestern Educational Research Association, 

Columbus, Ohio, 2003. 

“An Alternative Approach to Maximizing Power in Post Hoc Comparisons.”  Paper presented at 

the annual meeting of the Midwestern Educational Research Association, Chicago, 2001. 

“Applications of the Holistic Model of Evaluation.”  Alternative session presented at the annual 

meeting of the Midwestern Educational Research Association, Chicago, 2001. 

“The Effects of Publicly-Funded School Choice: Three Years of Findings from Cleveland Ohio.”  

Paper presented at the annual meeting of the Midwestern Educational Research Association, 

Chicago, 1999. 

“Evaluating the Cleveland Scholarship and Tutoring Grant Program: Issues in High Stakes 

Program Evaluation.”  Symposium presented at the annual meeting of the Midwestern 

Educational Research Association, Chicago, 1997. 

"The Graduate Student's Guide to Obtaining University Employment."  Workshop conducted at 

the annual meeting of the Midwest Educational Research Association, Chicago, 1995. 

“Alternative Clinical Experiences in Teacher Education:  Research on Their Use and Efficacy.”  

Invited lecture, Doctoral Program in Teacher Education, College of Education, Ohio State 

University, Columbus, 1994. 

"Getting and Keeping an Academic Position."  Workshop conducted at the annual meeting of the 

Midwest Educational Research Association, Chicago, 1994. 

"Alternative Clinical Experiences in Teacher Education."  Research symposium presented at the 

annual meeting of the Midwest Educational Research Association, Chicago, 1994. 

"The Effects of On-Campus and Off-Campus Clinical Experiences: Initial Findings."  Paper 

presented at the annual meeting of the Midwest Educational Research Association, Chicago, 

1994. 

"A Descriptive Study of the Effects of On-Campus Laboratory Experiences."  Paper presented at 

the annual meeting of the Midwestern Educational Research Association, Chicago, Illinois, 

1992. 

"Obtaining and Surviving the First Faculty Position."  A workshop conducted at the annual 

meeting of the Midwestern Educational Research Association, Chicago, Illinois, 1992. 

"Reconciling Accountability and Critical Thinking."  Paper presented at the spring meeting of 

the Missouri Council of Teachers of Mathematics, St. Louis, Missouri, 1991.  

"The Efficacy of a Guided Laboratory Experience on the Instructional Clarity of Preservice 

Teachers."  Paper presented at the annual meeting of the Midwestern Educational Research 

Association, Chicago, Illinois, 1991. 
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"Teacher Clarity:  Its Nature, Effects, and Efficacy in Teacher Education."  Paper presented at 

The Ohio State University College of Education Research Conference, Columbus, Ohio, 1990. 

"Improving Problem-Solving Instruction Through Clarity."  Workshop presented at the annual 

meeting of the Missouri Council of Teachers of Mathematics, Columbia, 1990. 

"Developing Clarity in Mathematics Teaching."  Workshop presented at the annual meeting of 

the Missouri State Teachers' Association, Springfield, Missouri, 1990. 

"Research-Based Skill Development in Teacher Education."  A symposium presented at the 

annual meeting of the Midwest Educational Research Association, Chicago, Illinois, 1988. 

"Instruction in Teacher Education:  A Review of Research."  A paper presented at the annual 

meeting of the Midwest Educational Research Association, Chicago, Illinois, 1987. 

SELECTED TECHNICAL/POLICY REPORTS 

Riddle, D., Hayden, S., Laferriere, J., Plachowski, T., Beck, J., and Metcalf, K. (2017).  The 

Nevada Teacher Workforce: An Initial Examination.  Report commissioned by the Consortium 

on the Teacher Pipeline in Nevada. 

Metcalf, K., Legan, N., Paul, K., and Boone, W. (2004).  Longitudinal Evaluation of the 

Cleveland Scholarship and Tutoring Program: 1998-2003.  Technical and Summary Reports.  

Bloomington, IN: Indiana University, School of Education. 

Beghetto, R. and Metcalf, K. (2002).  Comprehensive School Development Reform Project, 

Progress and Outcomes.  Bloomington, IN: Indiana University, Indiana Center for Evaluation. 

Rajgopal, R., Muller, P., and Metcalf, K.  (2002).  Evaluation of Literacy Initiatives in Ohio: 

Year Two.  Technical Report.  Bloomington, IN: Indiana University, Indiana Center for 

Evaluation. 

Beghetto, R., Muller, P., and Metcalf, K.  (2001). Surveys and Findings in the Study of 

Community (Charter) Schools in Ohio.  Technical Report.  Bloomington, IN:  Indiana 

University, Indiana Center for Evaluation. 

Kercheval, A., Muller, P., and Metcalf, K.  (2001). Ohio Local Report Card Impact Study, Final 

Report.  Technical Report.  Bloomington, IN:  Indiana University, Indiana Center for 

Evaluation. 

Metcalf, K.  (2000).  Third year evaluation of the Anchor School Program.  A project of the U.S. 

Department of Education and the South Eastern Regional Educational Laboratory.  

Bloomington: Indiana Center for Evaluation, Indiana University. 

Muller, P., Metcalf, K., and others (2000).  A study of high school remediation programs in 

Indiana.  Project sponsored by the Indiana Department of Education, CTB/McGraw-Hill, and 
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the North Central Regional Educational Laboratory.  Bloomington: Indiana Center for 

Evaluation, Indiana University. 

Beghetto, R. and Metcalf, K.  (2000). Evaluation of school reform initiatives: 1999-2000.  A 

project of the Division of Compensatory Education, Indiana Department of Education.  

Bloomington: Indiana Center for Evaluation, Indiana University. 

 
 
SELECTED PROFESSIONAL SERVICE 
 
Member, Board of Directors:  Boystown of Southern Nevada, July, 2020-present. 
 
Member, Task Force on the Education Workforce Pipeline:  Nevada Department of Education 
and the Nevada System of Higher Education, September, September 2019-August 2020. 
 
Deans’ Representative, Vice President for Philanthropy and Alumni Engagement Search 
Committee: University of Nevada, Las Vegas, May, 2019-June, 2020. 
 
Immediate Past Chair, Board of Directors: American Association of Colleges for Teacher 
Education (AACTE), February, 2020-present. 
 
Chair, Board of Directors:  American Association of Colleges for Teacher Education (AACTE), 

February, 2019-2020. 

Founder and Chair: Nevada Consortium on the Teacher Pipeline, 2014-August, 2020. 

Higher Education Representative, Nevada Teacher Leaders Council: Nevada Department of 

Education, 2013-present. 

Co-Chair, Strategic Planning Task Force: American Association of Colleges for Teacher 

Education (AACTE), July, 2018-2019. 

Chair-Elect, Board of Directors: American Association of Colleges for Teacher Education 

(AACTE), February, 2018-2019. 

Co-Chair, Board of Directors Composition Review Committee:  American Association of Colleges 

for Teacher Education (AACTE), November, 2017-2019. 

Chair, Dean of Nursing Search Committee:  University of Nevada, Las Vegas, August, 2016-May, 

2017. 

Member, Board of Directors: American Association of Colleges for Teacher Education (AACTE), 

February 2015-February 2019. 

Appointed Member, Governor’s Task Force:  Office of Workforce Innovation in Nevada 

(OWINN), 2016-2019. 

Member, Board of Directors:  American Association of Colleges for Teacher Education (AACTE), 

2015-2017. 
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Member, Committee on Research Standards in Schools and Colleges of Education: Consortium 

of Academic Deans in Research Education Institutions (CADREI), 2016-2017. 

Chair, Committee on Community Engagement: UNLV Top Tier Initiative Task Force, 2015-

2016. 

Deans’ Representative, Promotion and Tenure Appeal Committee: Faculty Senate, UNVL, 

November 2016-June, 2017. 

Higher Education Representative, Governor’s P-20 Council:  Office of the Governor, State of 

Nevada, January, 2014-2017. 

Lead Member, Rule/Standards Revisions Task Force:  Georgia Professional Standards 

Commission, 2010-2013. 

Secretary, Educator Preparation and Academic Advisory Committee:  University System of 

Georgia, 2010-2012. 

Member, Technical Advisory Board: Division of Research & Assessment, Mid-Continent 

Regional Education Laboratory (McREL), 2009-2011. 

University System Representative, Proposal Development Team: Georgia’s Race to the Top 

Proposal, Governor’s Office of Student Achievement, 2009-2010. 

Chair:  School Choice, Special Interest Group, American Educational Research Association, 

2006-2008. 

Member, Technical Advisory Panel:  Revision of the Indiana Statewide Test of Educational 

Progress (ISTEP), Indiana Department of Education, 2005-2006. 

Member, Advisory Panel on Education Policy: North Central Regional Education Laboratory 

(NCREL), 1999-2006. 

Co-Editor:  Midwest Educational Researcher, 1999-2003. 

Member, Task Force on Educational Vouchers: Center on Education Policy, 1999-2001. 

President: Midwest Educational Research Association, 1998-1999. 

Member, Task Force on Standards for Clinical Experience: The Association of Teacher 

Educators, 1996-1998. 

Member, President's Task Force on Clinical Site Selection:  The Association of Teacher 

Educators, 1992-1994. 

Member, President's Commission on Laboratory Experiences in Teacher Education:  The 

Association of Teacher Educators, 1992-1994. 
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PROFESSIONAL AWARDS & HONORS 

Delta Kappa Gamma Award for Educational Leadership, 2018-19 

Outstanding Evaluation Award, American Evaluation Association, 2004. 

Recognition of Achievement for research in school choice, the U.S. General Accounting Office, 

2000. 

Excellence in Teaching Award, Indiana University, 1997. 

Outstanding Teacher Award, Kappa Delta Pi, 1996. 

Who’s Who in American Education, 1995. 

Isabel Briggs-Myers Memorial Research Award, The Association of Psychological Type, 1993. 

Nominee, National Academy of Education, 1992. 

Distinguished Dissertation Award, The Association of Teacher Educators, 1991. 

Outstanding Scholarship on Teacher Education Award, Association of Colleges and Schools of 

Education in State Universities and Land Grant Colleges, 1991. 

Graduate Student Alumni Research Award for outstanding dissertation research, Graduate 

School, The Ohio State University, 1989. 

Antoinette Lowry Barr Award for the outstanding Doctoral Candidate in Education, College of 

Education, The Ohio State University, 1989. 

PROFESSIONAL MEMBERSHIPS 

American Association of School Administrators 

American Educational Research Association 

Association of Teacher Educators 

Consortium of Academic Deans of Research Extensive Institutions (CADREI) 

Consortium of University and Research Institutes (CURI) 

Midwest Educational Research Association 

Nevada Association of School Administrators 

Phi Delta Kappa 
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Thomas Bickart, President. Tom earned a double major in Accounting and Finance, and has two decades 
of experience as a CFO for a myriad of companies within the business and academic sectors. He comes 
to this board with operational and financial oversight expertise as well as experience in areas such as 
technology and education that are pertinent to this application. His asset to the board is not only held 
within his background in finance, budgeting, but also that he has led school improvement process within 
the areas of enrollment, IT infrastructure and is experienced with Student Information Systems. He is a 
level-headed, intelligent leader that understands content, meets challenges head-on, and keeps a group 
on task. 

Rory T. Edwards, Vice President. Rory earned two master’s degrees, both in Human Services and in 
Education with a focus on Teaching and Administration. He worked as Dean of Students for a middle 
school, where he spent his time leading the strategic vision, adjusting policies using performance 
standards, and assisted in management development. He was also co-founder of a charter school in 
Connecticut focused on arts and technology, focusing on securing funding, authorizing training modules 
and implementing procedures for governance. Rory has additional experience from director positions in 
healthcare and athletics, as well as founding his own consulting firm focused on working with young 
men and children of color throughout the nation.  Rory offers a unique blend of perspective, relatability, 
and a commitment to impact the lives of at-risk youth. 

Kim Metcalf, Treasurer. Dr. Metcalf has a bachelor’s, master’s and doctorate degree in education and 
has worked as a research assistant, lecturer, professor, director, dean and Associate VP for Research & 
Sponsored Projects all directed at K-12 and post-graduate education. He has dozens of publications, 
many of which are peer reviewed, in the educational research sector and has presented on school issues 
across the country. He has also written and funded over 40 grants for schools, colleges, and other 
educational initiatives. He recently served as Dean of the College of Education at UNLV. His honest 
demeanor, an ability to ask hard questions of the management company and his passion for education 
has proven to be invaluable to board conversations.  

Stacie Kodba, Secretary. Stacie has her bachelor’s and master’s degree in education, as well as a degree 
in Administration and holds several literacy-based certifications. She has over 25 years of experience as 
a classroom teacher and as a Literacy Coordinator, observes the struggles of her students on a daily 
basis. She currently works within Clark County School District, and in the last 15 years has written and 
received grants for technology, created STEM projects and summer camps, trained her peers on data 
collection and most recently taught summer school to help students who are behind academically. She 
comes to the board as a humble, inquisitive, teacher in the trenches who truly wants the best options 
for those most at-risk in education. 

Marie Manalanson, Member. Marie has a bachelor’s in Business Administration with a focus on finance 
and has worked for over ten years as an Account Executive and Executive Senior Partner in Las Vegas. 
She is a strategic leader with proven success in developing, elevating, and managing talent and 
workforce planning. She excels at recruiting strategies, interviewing, and negotiating, as well as 
communication and collaboration. She is an invaluable member who has a genuine interest in human 
resources, training, and development. As a skilled businesswoman and parent with young children in the 
area, she understands the important of a quality education not only for her two daughters but for all 
children in Nevada. 
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BYLAWS

OF

VIRTUAL PREPARATORY ACADEMY OF NEVADA

ARTICLE I
INTRODUCTION; LEGAL STATUS

Section 1. Name, Location and Address.  The name of the charter school is 
VIRTUAL PREPARATORY ACADEMY OF NEVADA (hereinafter referred to as the 
“School”). The School is located at _____________________________.

Section 2. Legal Status. The School is a charter school formed pursuant to NRS 
Chapter 388A, sponsored by the State Public Charter School Authority (SPCSA). The Governing 
Body (hereinafter referred to as the “Board”) of the School is an independent body under the 
authorization of the SPCSA. The Board plans and directs all aspects of the school’s operations 
and affairs.

Section 3. Statutes. The School shall operate in accordance with Nevada Revised 
Statutes (“NRS”) Chapter 388A, Nevada Administrative Code (“NAC”) Chapter 388A, and 
other applicable federal, state, and local statutes, regulations, and ordinances. 

ARTICLE II
PURPOSE AND MISSION

Section 1. Purpose and Mission.  The purpose of the School is to provide high-
quality education to children from Kindergarten to grade 12, regardless of economic or social 
status or background. The School shall be operated exclusively for educational objectives and 
purposes and shall engage in any other permissible activities related thereto. The School exists to 
improve academic achievement and enhance the learning experience for all students through 
innovative educational methods, with an emphasis on individualized application of education 
technology, personalized and dynamic learning plans, community integration and involvement, 
and professional development for our educators, mentors, specialists, and staff.  

Section 2. Non-Discrimination. The School shall not discriminate on the basis of 
race, gender, religion, ethnicity, national origin, gender identity or expression, age, disability, 
sexual orientation, status as a Vietnam-era or special disabled Veteran, or other protected class in 
accordance with applicable federal, state, and local laws in hiring or other employment practices 
of the School. Further, the School shall be open to all students in its authorized geographic area 
on a space available basis and shall not discriminate in its admission policies or practices on the 
basis of race, gender, religion, ethnicity, national origin, gender identity or expression, age, 
disability, or sexual orientation, in accordance with NRS 388A.453(6)(a)-(g) and other 

Attachment 6: Bylaws, Code of Ethics and Conflict of Interest Page 191



- 2 -

applicable federal, state, and local laws.  The School shall conduct all of its activities in 
accordance with all applicable federal, state, and local anti-discrimination laws, as well as in 
accordance with all other laws and regulations applicable to the operation of public charters 
schools in the State of Nevada.

ARTICLE III
BOARD

Section 1. Powers and Duties.  The business, affairs, and property of the School shall 
be managed by a Board.  Without limiting the general powers conferred by these Bylaws and 
otherwise provided by law, the Board shall have, in addition to such powers, the following 
powers:

(a) To perform any and all duties imposed on the Board collectively or
individually by law or by these Bylaws;

(b) To make and change policies, rules, and regulations not inconsistent with
law, or with these Bylaws, for the management and control of the School
and its affairs, and of its employees, and agents, including, without
limitation, to elect new members to the Board and fill vacancies in
accordance with these Bylaws and applicable statutes and regulations
governing Board membership eligibility;

(c) To lease, purchase, or otherwise acquire, in any lawful manner, for and in
the name of the School, any and all real and personal property, rights, or
privileges deemed necessary or convenient for the conduct of the School’s
purpose and mission;

(d) To develop an annual School schedule of events and activities;

(e) To establish and approve all major educational and operational policies;

(f) To enter into agreements and contracts with individuals, groups of
individuals, corporations, or governments for any lawful purpose;

(g) To hire, supervise, and direct an individual who will be responsible for the
day-to-day operations of the School;

(h) To develop and approve the annual budget and financial plan which shall
be monitored and adjusted as necessary throughout the year;

(i) To submit a final budget to the state pursuant to applicable statutes and
regulations;
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(j) To cause to be kept a complete record of all the minutes, acts, and
proceedings of the Board;

(k) To cause an annual inspection or audit of the accounts of the School, as
well as any other audits required by law, to be made by an accountant to
be selected by the Board, showing in reasonable detail all of the assets,
liabilities, revenues and expenses of the School and its financial condition;

(l) To ensure ongoing evaluation of the School and provide public
accountability and transparency;

(m) To uphold and enforce all applicable laws related to charter school
operations;

(n) To improve and further develop the School;

(o) To strive for and cultivate a diverse student population, reflective of the
community;

(p) To ensure adequate funding for operation;

(q) To solicit and receive grants and other funding consistent with the mission
of the School with the objective of raising operating and capital funds;

(r) To carry out such other duties as required or described in the School’s
Charter.

Section 2. Formation.  The first Board formed after the approval of a Charter shall
consist of the members of the Committee to Form the School (Committee).  Former Committee
members prohibited from membership on the Board by NAC 386.345 or other applicable statute
or regulation shall resign from the Board at its first meeting.  Remaining Board members shall
fill all vacancies created by resignations or these Bylaws at the first meeting.

Section 3. Qualifications; Election; Tenure.  The Board shall be composed of five (5) 
members. 

(a) The Board’s membership shall adhere to the statutory requirements of
NRS 388A.320.

(b) One Board member shall be selected by the Parent Association for the
School.

(c) A majority of Board members shall be residents of the county in which the
school is located.

Attachment 6: Bylaws, Code of Ethics and Conflict of Interest Page 193



- 4 -

(d) All Board members shall be devoted to the purpose and mission of the
School and shall represent the interests of the community.

(e) The Board members shall serve no more than three (3), four-year (4-year)
terms. Terms shall be staggered so that no more than 1/2 of the Board
shall be up for election in any one year, unless a vacancy(ies) needs to be
filled. When the term of a Board member has expired or when a Board
member resigns, the remaining members shall elect a new member to fill
the vacancy.

(f) The School shall notify its sponsor within 10 days of the selection of a
new Board member and provide the sponsor with the new member’s
resume and affidavit as required pursuant to NRS 388A.246(4).

(g) Board members shall be fingerprinted according to the NRS 388A.323’s
procedures for employees of the school.

Section 4. Annual Meeting.  The annual meeting of the Board shall be held at the
School in June of each year as the Board may determine. The annual meeting shall take the place
of the regularly scheduled quarterly meeting.  Written notice stating the place, day, and hour of
the meeting shall be given personally or mailed to each member of the Board at least three (3)
business days prior to the date fixed for the annual meeting.  Notice of the meeting must also be
provided in accordance with Nevada’s Open Meeting Law.  The annual meeting shall be for the
purpose of electing officers and new Board members and for the transaction of such business as
may come before the meeting.

Section 5. Regular and Special Meetings.  The Board shall establish a regular day 
and place for regular meetings that shall occur no less frequently than once a quarter and shall be 
held in the county in which the School is located. Special meetings of the Board may be called at 
any time by the Chairperson or by a majority of the Board.  Special meetings shall be held at 
such time and place as may be designated by the authority calling such meeting.  Notice of the 
meeting must be provided in accordance with Nevada’s Open Meeting Law. Notice of the time 
and place of every regular or special meeting shall be given to each member of the Board by first 
class mail at least three (3) business days before the date fixed for the meeting and to all those 
individuals who request notice of relevant meetings.  The purpose of any regular or special 
meeting must be specified in the notice of such meeting. Minutes of each Board meeting shall be 
taken and shall be approved by the Board and kept at the School. 

Section 6. Agenda.  An agenda must be produced for each regularly scheduled Board 
meeting in order to provide effective and efficient meeting practice. The agenda shall be 
prepared in accordance with Nevada’s Open Meeting Law. 

(a) Committee Reports shall be provided in written format and unless the

Attachment 6: Bylaws, Code of Ethics and Conflict of Interest Page 194



- 5 -

relevant committee or the Board requests a recommendation for decision 
or substantial discussion, the committee shall be given no more than 10 
minutes on the agenda. 

(b) In addition to previously requested agenda items, any Board member may
provide additional agenda items for the following meeting by providing,
via e-mail, fax or regular mail, the School’s supervising employee or
administrator the request, noting its appropriate place on the normal
agenda format, and a realistic time requirement for such item. Such
requests must be received at least 24 hours prior to the posting deadline
pursuant to Nevada’s Open Meeting Law.

Section 7. Quorum.  A quorum at all meetings of the Board shall consist of a
majority of the number of members then in office.  Except as provided specifically to the
contrary by these Bylaws, the act of a majority of the members in office at a meeting at which a
quorum is present shall be the act of the Board.  Proxy voting is not permitted.

Section 8. Vacancies.  Any vacancy occurring in the Board may be filled by the 
affirmative vote of a majority of the members at a regular or special meeting of the Board.  A 
member elected to fill a vacancy resulting from death shall be elected for the unexpired term of 
such person's predecessor in office and shall hold such office until such person's successor is 
duly elected and qualified. Any member elected to fill a vacancy resulting from removal or 
resignation shall be elected for a new term.

Section 9. Committees and Working Groups.  The Board may designate from among 
its members, by resolution adopted by a majority of the entire Board, an Executive Committee, a 
Personnel Committee, a Finance Committee, an Academic Committee and one or more other 
committees or working groups, each of which shall consist of at least one Board member and 
which shall have and may exercise such authority in the management of the School as shall be 
provided in such resolution or in these Bylaws. The Board shall not be permitted to delegate to 
any committee or working group the powers to contract or financial or budget making authority. 
Any delegated activity or decision making authority may be unilaterally revoked at any time. All 
committee and working group meetings shall be conducted in accordance with Nevada’s Open 
Meeting Law.

Section 10. Removal.  Any member of the Board may be removed by the affirmative 
vote of two-thirds (2/3) of the members then in office, excluding the member at issue whenever 
in their judgment such removal would serve the best interests of School.

Section 11. Resignation. A resignation by a Board member shall be effective upon 
receipt by the Chairperson of a written communication of such resignation.

Section 12. Virtual Participation Using Remote Technology .  To the extent permitted 
by law, any member of the Board or committee thereof may participate virtually in a meeting of 
such Board or committee by means of any remote technology system, including without 
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limitation, any system or other means of communication which uses any electronic, digital or 
other similar technology to enable a person from a remote location to attend, participate, vote, or 
take any other action in a meeting, including teleconference and videoconference systems, or 
similar communications methods by which participants in the meeting can hear each other, and 
participation in such a fashion shall constitute presence in person at such meeting.

Section 13. Proxy Voting.  Proxy voting is not permitted.

Section 14. Compensation.  No member of the Board shall receive any compensation 
for serving in such office; provided that, the School may reimburse any member of the Board for 
reasonable expenses incurred in connection with service on the Board.  Any such reasonable 
expenses that are not reimbursed by the School shall be construed as a gift to the School.  

Section 15. Closed Sessions. Any Board member may call a Closed Session during 
any special or regular Board meeting for issues concerning personnel, to confer with legal 
counsel, or concerning other matters requiring confidentiality in accordance with Nevada’s Open 
Meeting Law. All persons except Board members may be excluded from such Closed Sessions at 
the discretion of the Chair. Following such meetings, an officer shall provide a general 
description of the matters discussed to be provided as the minutes of said Closed Session. No 
action may be taken in a Closed Session. 

Section 16. Orientation/Training. New Board members shall be given an orientation 
by the Board prior to their first Board meeting. Written materials shall be provided in the form of 
a Board packet. All Board members shall be provided general board training no less than one 
time per year. Board members not participating in training shall be subject to removal. 

Section 17. Protocol. The Board shall use Robert’s Rules of Order.  If a Board 
member is unable to attend a Board meeting, the Board member shall contact the Chairperson, 
Administrator, or designated supervising employee prior to the meeting.

Section 18. Public Comment. Time shall be set aside at each Board and Committee 
meeting for public comment. After the speaker identifies his or her name, address and 
affiliations, public comment shall be limited and shall be stated as such on the Agenda.

ARTICLE IV
OFFICERS

Section 1. Number.  The officers of the School shall include a Chair, Vice-Chair, 
Secretary, Treasurer, and such other officers as the Board shall deem necessary to elect. 

Section 2. Election and Term of Office.  The Board shall elect and appoint all 
officers of the School at the annual meeting of the Board, which officers shall be installed in 
office at such annual meeting to serve for terms of one year and until their successors have been 
duly elected and qualified.  Should there be more than one nominee for a vacancy, the nominee 
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receiving the greatest number of votes shall be declared elected and shall be installed in office at 
the annual meeting.

Section 3. Removal of Officers.  Any officer of the School may be removed, either 
with or without cause, by a two-thirds (2/3) majority of the members then in office at any regular 
or special meeting of the Board.

Section 4. Chair.  The Chair of the Board shall preside at all meetings of the Board.  
The Chair of the Board shall possess the power to sign all certificates, contracts or other 
instruments of the School which are approved by the Board.  The Chair of the Board shall 
exercise and perform such other powers and duties as may be prescribed by the Board from time 
to time. 

Section 5. Vice-Chair.  In the absence of the Chair of the Board or in the event of the 
Chair’s disability, inability or refusal to act, the Vice-Chair of the Board shall perform all of the 
duties of the Chair and in so acting, shall have all of the powers of the Chair.  The Vice-Chair 
shall have such other powers and perform such other duties as may be prescribed from time to 
time by the Board or by the Chair.

Section 6. Secretary.  The Secretary shall keep or cause to be kept a book of minutes 
at the principal office or at such other place as the Board may order of all meetings of the Board 
with the time and place of holding, whether regular or special and if special, how authorized, the 
notice thereof given, the name or names of those present at the Board meetings and the 
proceedings thereof.  The Secretary shall give or cause to be given notice of all the meetings of 
the Board required by these Bylaws or by law to be given and perform such other duties as may 
be prescribed by the Board from time to time. The Secretary of the Board shall exercise and 
perform such other powers and duties as may be prescribed by the Board from time to time.

Section 7. Treasurer.  The Treasurer shall have oversight responsibility and shall 
keep and maintain or cause to be kept and maintained adequate and correct accounts of the 
properties and business transactions of the School, including accounts of its assets, liabilities, 
receipts, disbursements, gains and losses.  The books of account shall at all times be open to 
inspection by any Board member.  The Treasurer shall be charged with safeguarding the assets of 
School and he or she shall sign financial documents on behalf of the School in accordance with 
the established policies of the School.  He or she shall have such other powers and perform such 
other duties as may be prescribed by the Board from time to time.

Section 8. Vacancies.  A vacancy in any office because of death, resignation, 
removal, disqualification, or otherwise, may be filled by the Board by majority vote for the 
unexpired portion of the term.
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ARTICLE V
STAFF

The Board may appoint one employee to function as the administrator of the School (the 
“Administrator”). Such person may be delegated the authority to act in the absence of a specified 
policy provided that such action is consistent with the purpose and objectives of the Board and 
the School. Such person shall administer the School in accordance with Board direction and 
generally accepted educational practice.  

ARTICLE VI
PARENT ASSOCIATION

There shall be a Parent Association to facilitate parent involvement and engagement with 
the School. The Parent Association shall have the right to select from those of its members who 
have participated in a School provided orientation program, a member to be on the Board.

ARTICLE VII
CONTRACTS, LOANS, AND DEPOSITS

Section 1. Contracts.  The Board may authorize any officer or officers, agent or 
agents to enter into any contract or execute and deliver any instrument in the name of and on 
behalf of the School, and such authority may be general or confined to specific instances.

Section 2. Loans.  No loans shall be contracted for or on behalf of the School and no 
evidence of indebtedness shall be issued in the name of the School unless authorized by a 
resolution of the Board.  Such authority shall be confined to specific instances.  No loan shall be 
made to any officer or Board member of the School.

Section 3. Checks, Drafts, and Notes.  All checks, drafts, or other orders for payment 
of money, notes, or other evidence of indebtedness issued in the name of the School shall be 
signed by such officer or officers, or agents of the School and in such manner as shall be 
determined by the Board and documented in the Board’s policies for inspection by the SPCSA. 
The Chair and Administrator are authorized and required to sign all checks over the amount of 
fifteen thousand dollars ($15,000.00).

Section 4. Deposits.  All funds of the School not otherwise employed shall be 
deposited to the credit of the School in such banks, trust companies, or other custodians located 
in the State of Nevada as the Board may select.

Section 5. Gifts.  The Board may accept on behalf of the School any contribution, 
gift, bequest or devise for the general purposes or any special purpose of the School.

Section 6. Fiscal Year.  The fiscal year of the School shall begin on July 1 and end 
on June 30.
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ARTICLE VIII
PROPERTY

The property of the School shall be held and applied in promoting the general purposes of 
the School declared in these Bylaws.  No property, including real estate, belonging to the School 
shall be conveyed or encumbered except by authority of a majority vote of the Board.  Any such 
conveyance or encumbrance shall be executed by the Chair in the name of the School, and such 
instrument shall be duly approved by the Secretary or Treasurer of the School.

ARTICLE IX
INDEMNIFICATION

The Board of Directors may authorize the School to pay or cause to be paid by insurance 
or otherwise, any valid judgment or fine rendered or levied against a present or former Board 
member, officer, employee, or agent of the School in an action brought against such person to 
impose a liability or penalty for an act or omission alleged to have been committed by such 
person while a Board member, officer, employee, or agent of the School, provided that the Board 
shall determine in good faith that such person acted in good faith and without willful misconduct 
or gross negligence for a purpose which he reasonably believed to be in the best interest of the 
School.  Payments authorized hereunder include amounts paid and expenses incurred in 
satisfaction of any liability or penalty or in settling any action or threatened action.

ARTICLE X
AMENDMENTS

These Bylaws may be amended, altered, or repealed and new Bylaws may be adopted by 
the Board by an affirmative vote of two-thirds (2/3) of all the members then in office at any 
meeting of the Board, provided that the full text of the proposed amendment, alteration, or repeal 
shall have been delivered to each member at least five (5) days prior to the meeting.  Bylaws 
may not be amended without notifying the school’s sponsor.

ARTICLE XI
DISSOLUTION

Revocation of Charter or Dissolution. If, at any time and for any reason, the School’s 
charter is revoked or the School is dissolved, all assets of the School, after satisfaction of all 
outstanding claims by creditors, shall be disposed of to the State of Nevada or the sponsor to 
dispose of as they see fit.
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ARTICLE XII
PURPOSE OF THE BYLAWS

These Bylaws are adopted for the sole purpose of facilitating the orderly, efficient, and 
transparent discharge and administration of the purposes and affairs of the School.  These 
Bylaws shall never be construed in any such way as to impair the efficient operation, 
management, and administration of the School.

CERTIFICATION

I hereby certify that I am the duly elected and acting Secretary of the School, and that the 
foregoing Bylaws constitute the Bylaws of the School, as duly adopted by unanimous vote of the 
Board of Directors.  

DATED this ____ day of ____________________, 20__.

_________________________________, Secretary

16861502_v1
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Attachment 6 
VIRTUAL PREPARATORY ACADEMY OF NEVADA 

Conflict of Interest Policy 

Article I 
Purpose 

The purpose of the conflict of interest policy is to maintain the public trust while protecting this tax-exempt 
Organization’s (the “Organization’s”) interests when it is contemplating entering into a transaction or 
arrangement that might benefit the private interest of an officer or director of the Organization, or that might 
result in a possible excess benefit transaction. This policy is intended to supplement, but does not replace 
any applicable state and federal laws governing conflicts of interest applicable to nonprofit and charitable 
organizations and to public bodies, including without limitation, NRS Chapter 281A and NAC 281A. 

Section 2.1 Interested Person 

Article II 
Definitions 

Any director, principal officer, or member of a committee with governing board delegated powers, who has 
a direct or indirect financial interest, as defined below, is an interested person. 

Section 2.2  Financial Interest 

A person has a financial interest if the person has, directly or indirectly, through a business, investment, 
or family or household relationship: 

a. An ownership or investment interest in any entity with which the Organization has a transaction
or arrangement;

b. A compensation arrangement with the Organization or with any entity or individual with which
the Organization has a transaction or arrangement; or

c. A potential ownership or investment interest in, or compensation arrangement with, any entity or
individual with which the Organization is negotiating a transaction or arrangement. Compensation
includes direct and indirect remuneration as well as gifts or favors that are not insubstantial.

A financial interest is not necessarily a conflict of interest. Under Article III, Section 2, a person who has 
a financial interest may have a conflict of interest only if the appropriate governing board or committee 
decides that a conflict of interest exists. 

Article III 
Procedures 

Section 3.1  Duty to Disclose 

In connection with any actualor potential conflict of interest, an interested person must disclose the 
existence or potential existence of the financial interest and be given the opportunity to disclose all material 
facts to the directors and members of committees with governing board delegated powers considering the 
proposed transaction or arrangement. 

Section 3.2  Determining Whether a Conflict of Interest Exists 

After disclosure of the financial interest and all material facts, and after any discussion with the interested 
person, he/she shall leave the governing board or committee meeting while the determination of a conflict 
of interest is discussed and voted upon. The remaining board or committee members shall decide if a 
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conflict of interest exists. 

Section 3.3  Procedures for Addressing the Conflict of Interest 

a. An interested person may make a presentation at the governing board or committee meeting, but
after the presentation, he/she shall leave the meeting during any discussion and deliberation of, and
any vote on, the transaction or arrangement involving the possible conflict of interest.

b. The chairperson of the governing board or committee shall, if appropriate, appoint a disinterested
person or committee to investigate alternatives to the proposed transaction or arrangement.

c. After exercising due diligence, the governing board or committee shall determine whether the
Organization can obtain with reasonable efforts a more advantageous transaction or arrangement
from a person or entity that would not give rise to a conflict of interest.

d. If a more advantageous transaction or arrangement is not reasonably possible under circumstances
not giving rise to  a conflict of interest, the governing board or committee shall determine by a
majority vote of the disinterested directors whether the transaction or arrangement is in the
Organization’s best interest, for its own independent benefit, and whether it is fair and reasonable.
In conformity with the above determination, the governing board or committee  shall make its
decision as to whether to enter into the transaction or arrangement.

e. The governing board or committee is hereby authorized, by a majority vote, to refer any question
regarding an actual, perceived, or potential conflict of interest, to the Nevada Commission on
Ethics, or to seek the Commission’s guidance on any question regarding any actual, perceived, or
potential conflict of interest disclosed, deliberated upon, or otherwise discussed under this Article.

Section 3.4  Violations of the Conflicts of Interest Policy 

a. If the governing board or committee has reasonable cause to believe a member has failed to disclose
any actualor potential conflicts of interest, the governing board or committee shall inform the
member of the basis for such belief and afford the member an opportunity to explain the alleged
failure to disclose.

b. If, after hearing the member’s response and after making further investigation as warranted by the
circumstances, the governing board or committee determines that the member has failed to disclose
any actual, or potential conflict of interest, it shall take appropriate disciplinary and corrective
action.

Article IV 
Records of Proceedings 

The minutes of the governing board and all committees with board delegated powers shall contain: 

a. The names of the persons who disclosed or otherwise were found to have a financial interest in
connection with an actual or potential conflict of interest, the nature of the financial interest, any
action taken to determine whether a conflict of interest was present, and the governing board’s or
committee’s decision as to whether a conflict of interest in fact existed.

b. The names of the persons who were present for discussions and votes relating to the transaction or
arrangement, the content of the discussion, including any alternatives to the proposed transaction
or arrangement, and a record of any votes taken in connection with the proceedings.

Attachment 6: Bylaws, Code of Ethics and Conflict of Interest Page 202



Page 3 of 3 

Article V 
Compensation 

a. A voting member of the governing board who receives compensation, directly or indirectly, from
the Organization for services may not vote on any matter pertaining to that member’s
compensation.

A voting member of any committee whose jurisdiction includes compensation matters and who
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receives compensation, directly or indirectly, from the Organization for services is precluded from 
voting on matters pertaining to that member’s compensation. 

b. No voting member of the governing board or any committee whose jurisdiction includes
compensation matters and who receives compensation, directly or indirectly, from the
Organization, either individually or collectively, is prohibited from providing information to any
committee regarding compensation.

Article VI  
Annual Statements 

Each director, principal officer and member of a committee with governing board delegated 
powers shall annually sign a statement which affirms such person: 

a. Has received a copy of the conflicts of interest policy,

b. Has read and understands the policy,

c. Has agreed to comply with the policy, and

d. Understands the Organization is charitable and in order to maintain its federal tax
exemption it must engage primarily in activities which accomplish one or more of
its tax- exempt purposes.

Article VII  
Periodic Reviews 

To ensure that the Organization operates in a manner consistent Nevada Ethics laws and 
regulations, and applicable laws governing charitable organizations, and does not engage in 
activities that could jeopardize the Organization’s tax-exempt status, periodic reviews shall be 
conducted. The periodic reviews shall, at a minimum, include the following subjects: 

a. Whether compensation arrangements and benefits are reasonable, based on competent
survey information, and the result of arm’s length bargaining.

b. Whether partnerships, joint ventures, and arrangements with management organizations
conform to the Organization’s written policies, are properly recorded, reflect reasonable
investment or payments for goods and services, further charitable purposes and do not
result in inurement, impermissible private benefit or in an excess benefit transaction.

Article VIII 
Use of Outside Experts 

When conducting the periodic reviews as provided for in Article VII, the Organization may, 
but need not, use outside advisors. If outside experts are used, their use shall not relieve the 
governing board of its responsibility for ensuring periodic reviews are conducted. 

Adopted:  June 23, 2021
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Virtual Preparatory Academy of Nevada 
Code of Ethics 

A Board member should honor the high responsibility that membership demands: 
• by thinking always in terms of children first.
• by understanding that the basic function of the governing board member is policy making and not
administrative, and by accepting the responsibility of learning to distinguish between these two functions.
• by accepting the responsibility, along with fellow board members, to assure that adequate facilities and
resources are provided for a properly functioning virtual school.
• by refusing to play politics in either the traditional partisan, or in any petty sense.
• by representing the entire school community at all times.
• by accepting the responsibility of becoming well-informed concerning the duties of board members and the
proper function of a public/charter virtual school.

A Board member should demonstrate respectful relationships with other members of the Board: 
• by recognizing that authority rests only with the board in official meetings and that the individual member has
no legal status to bind the board outside of such meetings.
• by recognizing the integrity of previous board members and the merit of their work.
• by refusing to make statements or promises as to how he or she will vote on any matter which should properly
come before the board as a whole.
• by making decisions only after all facts bearing on a question have been presented and discussed.
• by respecting the opinion of others and by graciously conforming to the principle of majority rule.
• by refusing to participate in irregular meetings which are not official and when all members do not have the
opportunity to attend.
• by working with fellow board members and the administration to fairly determine the present and future
educational needs of the virtual school community.

A Board member should maintain a positive and collaborative relationship with the head of schools and other 
employees: 
• by striving to procure the best professional leader available for the head administrative position.
• by giving the head of school full administrative authority for properly discharging the professional duties of the
position and the responsibility to achieve acceptable results.
• by acting only after consideration of the head of school’s recommendations on matters of school governance.
• by having the head of school present at all meetings of the Board
• by respecting proper communication channels, referring all complaints to the proper administrative office and
considering them only after failure of an administrative solution.
• by providing adequate safeguards around the head of school and other employees so that they can perform
their responsibilities.
• by presenting criticisms of an employee directly to the head of school.

A Board member should maintain a commitment to the community: 
• by developing and adopting a mission and a vision statement for the school corporation.
• by conducting all school business transactions openly.
• by vigorously seeking adequate financial support for the schools.
• by refusing to use the school board position for personal gain.
• by refusing to discuss confidential board business anywhere other than when attending a properly advertised
board meeting.
• by earning the community's confidence that all is being done in the best interests of school children.
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Attachment 7 

Leadership Job Descriptions 

The Head of School, working within the parameters defined by the Board of Directors and within 
the guidelines set by ACCEL Schools, is responsible for the day-to-day management of the school, 
including academics, operations, and finance. The Head of School will preferably have master’s 
degrees in both Education and Business and will have previously served as the Principal of a 
similarly sized school in Nevada. Prior online experience is also preferred, but not required.  

The Principal will be responsible for the regular education program at the school, which includes, 
but is not limited to, ensuring that the defined instructional model is successfully implemented at 
the school, and supervising and evaluating the teaching staff. The Principal will have prior 
experience as a principal or assistant principal, preferably within the state of Nevada. 

The Operations Manager will be responsible for managing the day-to-day operations and 
reporting at the school. This person will be responsible for ensuring that students are properly 
enrolled in the school and that the ACCEL Management Platform (AMP) is successfully implemented 
and maintained at the school. The Operations Manager is also responsible for ensuring that school 
reporting requirements are met in an accurate and timely fashion. 

The Special Education Director will be responsible for overseeing the special education program 
for the school. This position will ensure that the school special education program conforms to state 
and federal laws and is implemented with fidelity. Special Education teachers will report to the 
Special Education Director for supervision and evaluation. The Special Education Director will have 
appropriate licensure for the state of NV and will have had prior supervisory experience in an 
online school and experience with the provision of special education services in an online setting. 

The Guidance Counselor will be responsible for ensuring that students are progressing 
appropriately towards a high school diploma. The Guidance Counselor will communicate directly 
with students and parents about graduation requirements and will assist students who need help 
navigating college and career pathways. The Guidance Counselor will also be available to connect 
students to community resources, as needed. 

Other positions such as a business/financial analyst, a technology manager, an HR/payroll 
manager, and a community/marketing manager will be assigned to the school to help with finance, 
technology, HR, and marketing functions for VPA of Nevada. 
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Competencies Used for School Leadership and Evaluation - Evaluation System Goals 
Teacher & Leadership Evaluation Procedures - VPA of Nevada 

Evaluation System Goals 

The Nevada Educator Performance Framework Goals: 

• Goal 1: Foster student learning and growth. 

• Goal 2: Improve educators’ effective instructional practices. 

• Goal 3: Inform human capital decisions based on a professional growth system. 

• Goal 4: Engage stakeholders in the continuous improvement and monitoring of a 

professional growth system. 

The system based on these guiding beliefs and goals, the foundation on which the NEPF was 

created, should ensure that educators: 

• Positively impact the achievement of students in Nevada;

• Grow professionally through targeted, sustained professional development and other

supports;

• Monitor student growth, identify and develop quality instructional practices, and share

effective educational methods with colleagues;

• Reflect upon practice and take ownership for their professional growth; and

• Participate in constructive dialogue and obtain specific, supportive feedback from

evaluators.”

Main Purposes of the Evaluation Framework 

The overall purpose of Nevada’s Educator Performance Framework (NEPF) is to identify 

effective instruction and leadership, and to establish criteria to determine: 

• The professional development needs of educators (goals 1, 2, 3 & 4)

• Information on which to base human capital decisions including rewards and consequences

(goal 3); and

• Whether educators are:

o Using data to inform decision making (goals 1, 2 & 4)
o Helping students meet achievement targets and performance expectations (goals 1 &

4)

o Effectively engaging families (goals 1 & 2)

o Collaborating effectively (goals 1, 2, & 3)
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The Evaluation Cycle 

The evaluation cycle is a year-long process with multiple components. The following guidelines 

are designed to help educators and their evaluators implement the Nevada Educator Performance 

Framework. 

Figure 1: Evaluation Cycle 

At the beginning of the school year, the educator receives a complete set of materials that 

includes the entire Rubric with Standards, Indicators, Performance Level and Evidence pages, 

and access to the current year NEPF Protocols document outlining the evaluation process. The 

educator and evaluator meet to establish expectations and consider goals. They discuss the 

evaluation process together (including observations/visits, review of evidence, etc.) and review 

the NEPF Rubrics that describe the Standards and Indicators. The purpose of this review is to 

develop and deepen shared understanding of the Standards and Indicators in practice. The rubric 

review is also an opportunity to identify specific areas of focus for the upcoming school year. 

Figure 2: Typical Evaluation Cycle 

Step Timeline 

Step 1: Educator Self-Assessment Late Summer/Early Fall 

Step 2: Pre-Evaluation Conference Analysis, 

Goal Setting, and Plan Development 
Early Fall 

Step 3: Observations and Conferences, Plan 

Implementation and Evidence Review 
Throughout School Year 

Step 4: Mid-Cycle Goals Review (Educator 

Assistance Plan if applicable) 
Mid-year 

Step 5: Post-Evaluation Conference and End-of- 
Cycle Summative Evaluation 

Late Spring/Summer 
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Step 1: Educator Self-Assessment 

The first step of the NEPF Evaluation Cycle is self-assessment and preliminary goal setting. 

During this process, the educator must analyze data, reflect on performance, and identify a 

minimum of one student learning goal and one professional practice goal. A guiding principle for 

the NEPF is that evaluation should be done with educators, not to them. Embracing the self- 

assessment step of the process empowers the educator being evaluated to shape the conversation 

by stating what they identify as strengths, the areas on which they want to focus, and what 

support they need. The educator’s self-assessment is more potent when supported by specific 

evidence and clearly aligns with individual and team goals as well as school and district 

priorities and initiatives. 

✓ Self-Assessment:

Using the Self-Assessment Tool OR the revised for in-person, hybrid, or distance learning

Self-Monitoring Tool for digital and blended learning settings, and examining a wide range

of evidence (including previous evaluations if applicable), the educator assesses his/her

practice based on the levels of performance.

✓ Goal Setting:

The educator uses the Goal Setting and Planning Tool to:

• Set proposed goals, including but not necessarily limited to:

o One Student Learning Goal (SLG), and
o One Professional Practice Goal (PPG) related to improving the educator’s

own practice that supports the achievement of the SLG.

• Develop action steps for each goal.

• Record evidence to be used.
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Step 2: Pre-Evaluation Conference, Analysis, Goal Setting, and Plan 

Development 

The second step of the evaluation cycle is comprised of a pre-evaluation conference between the 

educator and evaluator that includes joint goal setting and plan development. During the Pre- 

Evaluation Conference, the educator begins by sharing his/her self-assessment and proposed 

goals with the evaluator. The educator collaborates with the evaluator to refine the goals and 

Educator Plan as needed. During this refinement process, the educator and evaluator must 

engage in a conversation that incorporates all of the components identified below, as appropriate 

to the context of the educator. The resulting plan should create a clear path of action to support 

the educator’s professional growth and improvement, align with school and district goals, 

leverage existing professional development and expertise from within the school/district, and 

include proposed evidence. 

NOTE: Pursuant to NRS 391.695 and NRS 391.715, student performance measures are not to be 

included in the evaluation of educators in their initial year of probation or for post-probationary 

or probationary educators at a turnaround school in its first two years of turnaround status. 

Turnaround school is defined as a school that has been determined to be turnaround pursuant to 

NRS 388G.400 only. However, these educators are still required to set a Student Learning 

Goal and Professional Practice Goal as expected within the NEPF. 

✓ Goal Setting and Planning:

The educator presents the Goal Setting and Planning Tool with proposed Student 

Learning Goal (see Appendix A), Professional Practice Goal, action steps, and potential 

sources of evidence to be used to evaluate his/her work. 

✓ Student Learning Goal:

The educator and evaluator discuss the proposed SLG and use the criteria column of the 

Goal Setting and Planning Tool to review goal requirements, revise (if necessary), 

review baseline data, and identify and define the following: student population, standards 

and content, assessments to measure student performance, performance targets and 

rationale (see Appendix A for details). The educator and evaluator review the SLG 

Scoring Rubric and discuss expectations and learning targets associated with each level 

1-4. Expectations must be clear to both the evaluator and educator.
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✓ Professional Practice Goal:

The educator uses the Self-Monitoring Tool and/or previous evaluation to identify and 

set a professional practice goal. The goal should align with and provide support for 

the SLG. 

✓ Pre-Evaluation Conference Conversation:

The  educator   and   evaluator  review  the  rubrics   and  engage in  conversation. This 

conversation must: 

• Ensure that the standard identified as the focus for SLG aligns with an area of high

need for the educator’s current students through review of a needs assessment.

• Clearly identify and agree on the source(s) of growth or achievement used to measure

the SLG.

• Ensure that the source(s) of student growth or achievement clearly measures the

standard identified as the focus through the needs assessment and goal-setting process

• Discuss procedures to be utilized if the same source(s) of growth or achievement is to

be used by multiple teachers to measure their SLG.

• Clarify the points in time when the identified assessment will be administered and/or

what ‘multiple points in time’ means for the given educator.

• Identify students to be included in the SLG and provide rationale for any exclusion.

• Discuss how the SLG scoring rubric will be applied to the given educator and

determine how the educator will be scored. The educator-evaluator team must discuss

and consider any contextual variables that may impact the educator’s ability to

perform his or her professional responsibilities and/or instruction. Such variables

include, but are not limited to, class size and needs of student groups (e.g. English

Learners).

• Answer the question, “Are there any assumptions about specific Indicators that need

to be shared because of the school/classroom context?” For example, if several

students in the class are limited English speakers or are non-verbal, in what ways will

the educator address Instructional Standard 3: Students Engage in Meaning Making

through Discourse and Other Strategies?

• Answer the questions, “are there any Indicators for which effective performance will

depend on factors beyond the control of the educator? If so, how will those

dependencies be accounted for in the evaluation process? “

• Answer the question, “are there any Indicators that previous performance identified as

an area for growth, and will need to be a specific focus for part or all of the year?”

• Pursuant to NRS 391.465, there must be, “consideration of whether the classes for

which the employee is responsible exceed the applicable recommended ratios of

pupils per licensed teacher recommended by the State Board pursuant to NRS

388.890 and, if so, the degree to which the ratios affect: (1) The ability of the

employee to carry out his or her professional responsibilities; and (2) The

instructional practices of the employee.”

✓ Goals and Plan Confirmation:

The evaluator analyzes the educator’s proposed Student Learning Goal and Professional 

Practice Goal alongside the NEPF rubrics. The educator and evaluator agree on the goals 

to be included in the Plan and the evidence to be used to determine performance levels on 

each Indicator. 
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Step 3: Plan Implementation – Observations, Review of Evidence, and 

Conferences 

The third step of the evaluation cycle is implementing the Educator Plan. For the duration of the 

cycle, the educator pursues the attainment of high level performance on all Standards and 

Indicators to support the Student Learning and Professional Practice Goals identified in the Plan. 

The evaluator provides feedback for improvement, ensures timely access to planned supports, 

and reviews evidence on educator performance and progress toward goals through multiple 

sources. 

A single evidence source can be used to support evidence of performance on multiple 

Indicators and/or Standards. Additionally, the educator may choose to collect evidence for 

review throughout the cycle, but should not create artifacts specifically for the evidence 

review. Educators should use documents that occur as part of the everyday practice. 

The Plan provides a foundation for dialogue, collaboration, and action. The educator uses the 

Plan as a roadmap for improvement, completing the action steps to make progress toward 

Student Learning and Professional Practice Goals. The evaluator uses the Plan to drive 

appropriate and timely support for the educator. Both continue to use the Pre/Post-Observation 

Conference Tools, the NEPF rubrics, and student data to develop a shared understanding of 

effective practice, guide ongoing reflection, monitor progress toward goals, and determine 

evidence to review. 

✓ Plan Implementation:

The educator, with the support of the evaluator, implements the Plan. 

✓ Evidence Review:

• The evaluator reviews evidence described in the plan and other relevant data to

demonstrate performance on the NEPF Standards and Indicators using the

Observation/Evidence Review Tool.

• The evaluator reviews evidence to identify corresponding NEPF Standards and

Indicators.

• Observations are NOT scored
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✓ Observation and Conference Process:

• For scheduled observations only, the educator and evaluator use the Pre/Post

Observation Conference Tool to discuss the upcoming observation. NOTE: The

questions on the tool are a guide, and all questions are not required for every

observation.

• The evaluator conducts the observation. Using the Observation/Evidence Review

Tool the evaluator records evidence observed during the scheduled or unscheduled

observation and identifies corresponding Standards and Indicators.

• The educator and evaluator use the Pre/Post-Observation Conference Tool to

discuss the observation, provide feedback, and identify professional learning needs.

Frequent observations provide invaluable insight into the educator’s performance. These offer 

critical opportunities for evaluators to observe, review evidence, and analyze the educator’s 

practice. Observations should be both scheduled and unscheduled. The evaluator uses the 

Observation/Evidence Review Tool to document the reviewing of evidence for both types of 

observations. NOTE: Observations are NOT scored. 

Figure 3: Differentiated Evaluation Cycle 

Personnel 
Evaluation 

Frequency 

Scheduled Observation Cycles 

Required per Evaluation 

• Probationary educators in Year One of their

initial or additional probationary period

OR 

• All educators whose previous year rating

was ineffective or developing

1 time per 

year 

• 3 scheduled observation

cycles (minimum)

• supervising administrator

must conduct 2 of the 3

required observations

• Probationary educators whose immediately

preceding year rating was effective or

highly effective
1 time per 

year 

• 2 scheduled observation

cycles (minimum)

• supervising administrator

must conduct 1 of the 2

required observations

• Probationary educators whose rating for

two consecutive years were effective or

highly effective
OR 

• Post-probationary educators whose

previous year rating was effective or highly

effective

1 time per 

year 

• 1 scheduled observation

cycle (minimum)

• supervising administrator

must conduct the 1 required

observation

• Post-probationary educators with rating of

Highly Effective for the two immediately

preceding years

no   

summative 

evaluation 

for 1 year 

• 1 scheduled observation

cycle (minimum)

• supervising administrator

must conduct the 1 required

observation
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Figure 4: Required Evaluation Components & Timeline per NRS 391.675-391.730 

Evaluation 

Component 

Probationary 

educators in Year One 

of their initial or 

additional 

probationary period 

OR 

All educators whose 

previous year rating 

was ineffective or 

developing 

Probationary 

educators whose 

immediately 

preceding year rating 

was effective or highly 

effective 

Probationary 

educators whose 

rating for two 

consecutive years 

were effective or 

highly effective 

OR 

Post-probationary 

educators whose 

previous year rating 

was effective or highly 

effective 

Post-probationary 

educators with a 

rating of Highly 

Effective for the 

two immediately 

preceding years 

Self-Assessment, 

Goal Setting & 

Plan Development 

Prior to first 

observation/ 

evidence review 

Prior to first 

observation/ 

evidence review 

Prior to first 

observation/ 

evidence review and 

recommended within 

50 days of the start of 

instruction 

Prior to first 

observation/ 

evidence review 

and recommended 

within 50 days of 

the start of 
instruction 

Observation 

Cycle(s) 

• Pre-observation

conference

• Observation(s)

• Post-

observation

conference

• 1st scheduled

observation cycle

must occur within 40 

days after the first

day of instruction

• 2nd scheduled

observation cycle

must occur after 40 

days but within 80

days after the first

day of instruction

• 3rd scheduled

observation cycle

must occur after 80

days but within 120

days after the first

day of instruction

• 1st scheduled

observation cycle

must occur after 40 

days but within 80

days after the first

day of instruction

• 2nd scheduled

observation cycle

must occur after 80

days but within 120

days after the first

day of instruction of

the school year

• One scheduled

observation cycle

must occur within

120 days after the

first day of

instruction of that

school year

• One scheduled

observation cycle

must occur

within 120 days

after the first day

of instruction of

that school year

Evidence Review 

& Conferencing 

Following each 

observation cycle 

Following each 

observation cycle 

Following each 

observation cycle 

Following each 

observation cycle 

Mid-Cycle Goal(s) 

Review 

Approximately halfway 

through the school year 

Approximately halfway 

through the school year 

Approximately halfway 

through the school year 

Approximately 

halfway through 

the school year 

Summative 

Evaluation & 

Conference 

The Performance 

Rating is assigned 

based on evidence 

reviewed throughout 

the school year. The 

Summative Evaluation 

rating determines the 

baseline for the annual 

cycle in the subsequent 
school year. 

The Performance 

Rating is assigned 

based on evidence 

reviewed throughout 

the school year. The 

Summative Evaluation 

rating determines the 

baseline for the annual 

cycle in the subsequent 
school year 

The Performance 

Rating is assigned 

based on evidence 

reviewed throughout 

the school year. The 

Summative Evaluation 

rating determines the 

baseline for the annual 

cycle in the subsequent 
school year 

No Summative 

Evaluation. 

Use Summative 

Evaluation 

Exemption 

Verification Tool. 

Attachment 10: Competencies Used for School Leadership and Evaluation Page 214



Observation Process: The observation cycle consists of a Pre-Observation Conference with the 

educator and the evaluator, an observation based on the Standards, and a Post-Observation 

Conference. The Pre- and Post-Observation Conferences include guiding questions and potential 

evidence review, as requested by the evaluator. 

Pre-Observation Conferences: Each scheduled observation is preceded by a Pre-Observation 

Conference. This provides the educator an opportunity to discuss needs and evidence for the 

strategies used. It is also recommended that the educator being evaluated leads these 

discussions and provides the rationale for the basis of his/her instructional practices. Prior to 

engaging in this step of the process, it is essential that both the educator and evaluator participate 

in professional learning experiences that ensure they are adequately prepared for participating in 

this type of discussion. 

Post-Observation Conferences: Following all observations, the Post-Observation Conference 

should be a joint discussion between the educator and evaluator. This is a time during which the 

evaluator provides explicit feedback on performance, and identifies and discusses 

professional learning needs. 

Based on observations and evidence, if an educator’s performance is likely to be rated ineffective 

or developing, the evaluator uses the Educator Assistance Plan Tool to develop and implement 

an assistance plan pursuant to NRS 391.695 and/or 391.715. Early support is best; therefore, this 

tool should be used to provide assistance to educators at any time during the evaluation cycle. 

“Scheduled” (announced) observations are those observations for which prior notice is given and 

a Pre-Observation Conference has been held. The minimum number of scheduled observations is 

differentiated according to experience and performance as outlined in the Differentiated 

Evaluation Cycle (Refer to Figures 3 and 4 above). For educators, each scheduled classroom 

observation, as one component of the educator evaluation, needs to be conducted for a minimum 

of twenty minutes. 

“Unscheduled” observations follow the same procedure as scheduled observations, with the 

exception of the requirements for a Pre-Observation Conference and the minimum twenty- 

minute duration for educators. Best practices suggest more frequent observations paired with 

brief reflective conferences support greater improvement of instruction. Post-Observation 

Conferences for scheduled and unscheduled observations within an observation cycle can 

be combined into a single meeting, regardless of the length of time between the 

observations. Unscheduled observations may be conducted throughout the year at the discretion 

of the evaluator, with no minimum or maximum. Observations may be conducted by other 

authorized personnel. The quantities of scheduled observations that must be conducted by the 

supervising administrator are outlined in Differentiated Evaluation Cycle graphic (Refer to 

Figures 3 and 4 above). 
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Step 4: Mid-Cycle Goals Review 

The fourth step is a Mid-Cycle Goals Review. A conference should be held mid-year to discuss 

educator progress towards attaining goals and performance on all NEPF Standards and 

Indicators. 

This step is used to prompt reflection, promote dialogue between the educator and evaluator, and 

plan changes to practice, and/or goals, as necessary. The Mid-Cycle Goal Review is the time 

when the educator and evaluator formally meet to discuss students’ progress toward the SLG, 

PPG, and the educator’s performance to date. The educator and evaluator review identified 

evidence. If appropriate, the educator and evaluator may choose to revise the SLG and/or PPG at 

this time. In addition, if there are patterns of evidence demonstrating performance that is 

potentially leading to a final rating of ineffective or developing, this is a critical time for the 

evaluator to discuss this evidence so there are no “surprises” during the summative evaluation. 

More importantly, if an educator is having difficulty, this allows the evaluator to provide the 

educator with the assistance required (NRS 391.695 & 391.715) to address areas of concern. 

Evaluators use the Educator Assistance Plan Tool to provide recommendations for 

improvements in the performance of the educator [NRS 391.695 1(e)] and to describe the actions 

that will be taken to assist the educator. 

✓ Progress Review:

At mid-cycle, the evaluator analyzes the data and evidence reviewed to date and shares 

an assessment of progress on the goals detailed in the Goal Setting and Planning Tool. 

✓ Mid-Cycle Conference:

Educator and evaluator develop a shared understanding of progress made toward each 

goal and the educator’s performance on the Standards and Indicators. The evaluator will 

identify mid-course adjustments if needed. 
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Step 5: End-of-Cycle Summative Evaluation and Post-Evaluation Conference 

The final step is the summative evaluation, which completes a full evaluation cycle. In this step, 

the evaluator reviews and analyzes the Observation/Evidence Review Tool data, gathers 

additional evidence and insights from the educator (if necessary), and identifies performance 

levels on the NEPF Indicators to determine Standard scores and the overall rating. Thoughtful 

summative evaluation identifies trends and patterns in performance and offers feedback for 

improvement. It also provides the educator with valuable information that strengthens self- 

reflection and analysis skills. 

✓ Scoring of Educational Practice Category:

• The evaluator reviews the tools and relevant evidence reviewed throughout the cycle

for the purpose of determining performance levels (PL) for each of the Indicators.

• The evaluator uses the data from the Observation/Evidence Review Tool

documented throughout the cycle to identify the PLs for each Indicator and inputs

them into the Summative Evaluation Tool. PL levels selected may range from 1-4

(whole numbers only).

• The Indicator PLs are then used to calculate the score for each Standard. This is done

by averaging all PLs for each Standard.

• Overall scores for Instructional Practice (teacher)/Instructional Leadership

(administrator)/Leadership (principal supervisor) and Professional Responsibilities

are calculated by averaging the scores for each Standard.

• The final Educational Practice score is then determined by adding the weighted

Instructional Practice (teacher)/Instructional Leadership (administrator)/Leadership

(principal supervisor) and Professional Responsibilities scores on the Summative

Evaluation Tool.

✓ Scoring of Student Performance Domain:

Student performance is an important part of the evaluation and is measured via the 

Student Learning Goal Protocols. The educator shares the data gathered throughout the 

SLG process. The evaluator reviews the data and uses the SLG Scoring Rubric to 

determine a SLG score of 1-4 based on the progress made toward previously set targets. 

For the 2020-2021 school year, this number is then weighted at 15% and becomes the 

Student Performance Domain score of the Summative Evaluation. 

NOTE: Pursuant to NRS 391.695 and NRS 391.715, student performance measures are 

not to be included in the evaluation of educators in their initial year of probation or for 

Attachment 10: Competencies Used for School Leadership and Evaluation Page 217



post-probationary or probationary educators at a turnaround school in its first two 

years of turnaround status. Turnaround school is defined as a school that has been 

determined to be turnaround pursuant to NRS 388G.400 only. 

✓ Evaluation Conference:

During the final evaluation conference, the educator and evaluator review the 

evidence on which the final rating was determined and discuss the scores and 

feedback given within the Summative Evaluation Tool. 

Once final scoring ranges are recommended by the TLC and approved by the State 

Board, the table below will be updated to show the scoring ranges used to determine the 

final rating for teachers and school level administrators for the 2020-2021 school year. 

Figure 5: 2019-2020 NEPF Scoring Ranges 

Overall Score Range Final Rating 

3.6-4.0* Highly Effective 

2.8-3.59* Effective 

1.91-2.79* Developing 

1.0-1.9* Ineffective 

*Protocols will be updated with the score ranges for the 2020-2021 school year upon approval by the State Board of 

Education based on a recommendation from the Teachers and Leaders Council.

Educators must: 

• Demonstrate one of the three highest SLG rubric scores (score of 2, 3, or 4)

to be eligible to receive an Effective summative rating

• Demonstrate one of the two highest SLG rubric scores (score of 3 or 4) to be

eligible to receive a Highly Effective summative rating

• For those who receive a Highly Effective rating for two consecutive years, the

final summative evaluation requirement is waived the following year. During

the subsequent school year, educators who have met this criterion will continue

to participate in the observation cycle for formative evaluation and professional

growth purposes.

NOTE: NRS 391.725, as updated by SB 475 passed during the 80th Legislative Session, 

describes the statement that must be included on the evaluation of a probationary educator 

if he or she is to receive a rating of ‘Ineffective.’ 

The statement reads as follows: 

“Please be advised that, pursuant to Nevada law, your contract may not be renewed for the 

next school year. If you receive an ‘ineffective’ evaluation and are reemployed for a second or 

third year of your probationary period, you may request that your next evaluation be 

conducted by another administrator. You may also request, to the administrator who 

conducted the evaluation, reasonable assistance in improving your performance based upon 

the recommendations reported in the evaluation for which you request assistance, and upon 

such request, a reasonable effort will be made to assist you in improving your performance.”1
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Nevada Educator Performance Framework Goal Setting and Planning Tool 

Nevada Department of Education – NEPF –Educator Goal Setting and Planning Tool – July 2019 – Page 1 

To ensure accessibility in accordance with the Americans with Disabilities Act (ADA), please use the down arrow key to navigate this tool. 

Information 
Academic Year:  
Educator Name: 
Course/Subject/Grade Level(s): 
Interval of Instruction: . 

Student Learning Goal – Make it S.M.A.R.T. 
(Specific and Strategic, Measurable, Action Oriented & Achievable, Realistic, Relevant and Results-Focused, Timed and Tracked) 

All educators evaluated with the NEPF are required to set a Student Learning Goal (SLG) and Professional Practice Goal (PPG) as described in 
the NEPF protocols. A SLG is a long-term, measurable, academic goal set for students to accomplish by the end of a course. Developing a SLG 
includes identifying the most important learning content for the year alongside teachers of the same content area (if possible), reviewing student 
academic data, setting a long term goal for identified students, measuring the long term goal along the way and evaluating student attainment of 
the goal at or near the end of the school year. Although Nevada law states that the evaluation of a probationary teacher or administrator in 
his or her initial year of employment as a probationary teacher or administrator must NOT include student performance data, these 
educators are still required to set an SLG as part of the NEPF protocol. 

The Professional Practice Goal focuses on the educator’s Instructional (teachers) or Instructional Leadership Practices (administrators) that 
support the achievement of the SLG. 

Directions: Use the sections below to write a Student Learning Goal (SLG) and Professional Practice Goal (PPG). Questions and 
criteria are designed to help guide the goal writing process. 

1. Complete the details for each goal element in the descriptions column.
a. Guiding questions in the description column are provided for your reference, and may not pertain to all SLG/PPGs.

2. The educator and evaluator use the criteria column and its contents as a guide/rubric to create the SLG/PPG, and throughout
the review and approval process.

3. The final step is for the educator and evaluator to agree and sign the form signifying understanding of the SLG/PPG
expectations.

The SLG and PPG will be reviewed as part of the Mid-Cycle Goal Review. At that time, if necessary, the goal may be revised. The 
evaluator will add comments to the appropriate section below to record any changes made, and provide a brief summary of the Mid- 
Cycle Goal Review discussion. 
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Nevada Educator Performance Framework Goal Setting and Planning Tool 

Nevada Department of Education – NEPF –Educator Goal Setting and Planning Tool – July 2019 – Page 2 

Determining Needs 
Question: What is the priority content and learning that is expected/needed? 

Element Description Criteria 

Needs 
Assessment 

What is the biggest learning challenge(s)? • Identifies priority content and learning based on
current students’ abilities and/or trend data
(strategic)

• Focuses on appropriate knowledge/skill for the
course, grade level and student population

• Uses data to identify student needs and
identifies sources of information about students
(e.g., test scores/performance from prior years
etc.)

Rationale 

Why is this topic/focus important/priority? How is it essential to present and 
future content learning? 

• Provides a clear explanation why the content is
an appropriate focus and/or area of need
(relevant)

• Explains how identified priorities align with
school/district goals

Aligned 
Standards 

Need/focus is aligned to the following standards… • Represents big ideas or essential skills students
need to attain for success at the next level

• Focuses on standards-based enduring skill
which students are expected to master

Goal Setting and Development of S.M.A.R.T. Goal 
Question: Where are the students at the beginning of instruction with respect to the goal? 

Element Description Criteria 

Baseline 
Data or 

Information 

What information is being used to inform the creation of the SLG and 
establish the amount of growth/achievement that should take place within 
the time period? 

• Data about current student performance is
included (measurable)(includes trend data, if
appropriate/available)

• Summarizes the educator’s analysis of the
baseline data by identifying student strengths
and weaknesses (specific)
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Nevada Educator Performance Framework Goal Setting and Planning Tool 

Nevada Department of Education – NEPF –Educator Goal Setting and Planning Tool – July 2019 – Page 3 

Question: Based on what is known about the students, where should they be performing by the end of the interval of 
instruction, and how will they demonstrate their knowledge/skills? 

Element Description Criteria 

Target(s) 

Considering all available data and content requirements, what target(s) can 
students be expected to reach and which students will be included in the 
SLG? Include course, grade level, and number of students. 

• Identifies the expected outcomes for either the
whole class or tiered targets as appropriate
(this is the group on which the score on the SLG
will be based)

• Uses baseline or pretest data to determine
appropriate growth/proficiency target with clear
explanation of how targets are determined

• Sets rigorous yet attainable/realistic targets that
are developmentally appropriate and
measurable

Rationale 
for Target 

What is the rationale for setting the target(s) for student growth/proficiency 
within the interval of instruction? 

• Includes explanations for growth/proficiency
targets that establish and differentiate expected
performance for identified students (measurable,
attainable, results focused)

• Describes student population and considers any
contextual factors that may impact student
growth/proficiency, if subgroups are excluded,
explain which students, why they are excluded

Evidence 
Source(s) 

What assessment(s) will be used to measure student progress toward the 
goal? 

• Identifies data sources used to meet the
assessment criteria outlined in NEPF Protocols

• Provides a plan for combining assessments if
multiple summative assessments are used

• Uses appropriate measures for baseline,
midcourse, and end of interval data collection
(timed/tracked)
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Nevada Educator Performance Framework Goal Setting and Planning Tool 

Nevada Department of Education – NEPF –Educator Goal Setting and Planning Tool – July 2019 – Page 4 

Student Learning Goal 
Question: What is the most important knowledge/skill(s) the students should attain by the end of the interval of instruction? 

Element Description Criteria 

Goal 
Statement 

Possible example: “Based on the data that  _   (x%) of my 
students are currently performing   (Standard(s)) 
as measured by _  (assessments), my goal 
is that by the end of the interval of instruction,   _  (x%) of my students 
will have achieved mastery/growth as measured by 

(assessments)”. 

• Identifies specific knowledge/skills students
should attain and/or specific student
outcome/performance that will be affected

• Focuses on standards based enduring skill
which students are expected to master for the
course, grade level and student population
(relevant and realistic)

• Includes multiple sources of data to
demonstrate growth and impact on all students
identified in SLG

Professional Practice Goal 
The educator uses the Self-Assessment Tool and/or previous evaluation to identify and set a professional practice goal (PPG). This goal should clearly 
identify an Instructional Practice Standard(s) or Professional Responsibilities Standard(s) that aligns and provides support for achieving the SLG. 

Element Description Criteria 

Professional 
Practice Goal 

Statement 

“In order to help the students achieve the learning goal, I will 
improve my practice on _(NEPF Standard (s)) 
and measure my progress toward this goal by 

.” 

• Based on NEPF self-assessment and/or prior year
evaluation

• Identifies specific NEPF standard(s) (either
Instructional/Instructional Leadership (admin) or a
Professional Responsibilities standards that
supports the SLG)

• Measureable and identifies specific
measures/assessments that will be used to
determine progress toward goal

Action Steps 
and Rationale 

What actions will you integrate into your daily/weekly routines? If 
you achieve this professional practice goal, is it highly likely to 
impact student performance on the SLG? 

• Action steps are clearly described and necessary
to attain the goal

• Goal is realistically achievable given the
timeframe and identified target

• Goal is relevant to expected outcomes and if
reached should have the effect expected
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Nevada Educator Performance Framework Goal Setting and Planning Tool 

Nevada Department of Education – NEPF –Educator Goal Setting and Planning Tool – July 2019 – Page 5 

Element Description Criteria 
Timeline and 
Evidence of 

Progress 

What evidence will be generated by taking the actions described 
above? How and when will you show evidence of progress? 
Click here to enter text. 

• Goal clearly identifies the timeframe from start to
finish with benchmarks identified throughout

• Identifies evidence that may be used to determine
progress toward goal

For Evaluator Use Only 
Evaluator Name:  
Initial Approval Date: 
Educator’s Signature:  
Evaluator’s Signature: 
(If SLG/PPG were revised please explain in notes section below and have educator and evaluator initial and date on signature lines above) 
Mid-Cycle Goal Review Date:  
Mid-Cycle Goal Review Notes: 
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NEVADA EDUCATOR PERFORMANCE FRAMEWORK
SCHOOL ADMINISTRATOR SELF-ASSESSMENT TOOL

INSTRUCTIONAL LEADERSHIP AND PROFESSIONAL RESPONSIBILITIES STANDARDS

To ensure accessibility in accordance with the Americans with Disabilities Act (ADA), please use the down arrow key to navigate this tool. 

Administrator Name: School Name: 
Evaluator: Date: 

The educator uses the Standards and Indicators rubric and levels of performance to reflect on practice and identify 
strengths and areas for growth/improvement based on supporting evidence. Information from this tool is discussed and 
utilized to inform the development of one Student Learning Goal (SLG) and one Professional Practice Goal (PPG) on the 
Goal Setting and Planning Tool document. 

INSTRUCTIONAL LEADERSHIP STANDARDS 
Standard 1: Creating and Sustaining a Focus on Learning 

Indicators Level of Performance and Evidence 
Indicator 1 
Administrator engages stakeholders in the development of a 
vision for high student achievement and college and career 
readiness, continually reviewing and adapting the vision 
when appropriate. 

For example: 3 [Identify what actions you take that 
would support the score you have given yourself] 

Indicator 2 
Administrator holds teachers and students accountable for 
learning through regular monitoring of a range of 
performance data. 
Indicator 3 
Administrator structures opportunities to engage teachers in 
reflecting on their practice and taking improvement actions 
to benefit student learning and support professional growth. 
Indicator 4 
Administrator systematically supports teachers’ short-term 
and long-term planning for student learning through a 
variety of means. 

Areas of Strength and Growth for Standard 1 
Click here to enter text. 

Standard 2: Creating and Sustaining a Culture of Continuous Improvement 

Indicators Level of Performance and Evidence 
Indicator 1 
Administrator sets clear expectations for teacher 
performance and student performance and creates a system 
for consistent monitoring and follow-up on growth and 
development. 
Indicator 2 
Administrator supports teacher development through 
quality observation, feedback, coaching, and professional 
learning structures. 
Indicator 3 
Administrator gathers and analyzes multiple sources of data 
to monitor and evaluate progress of school learning goals to 
drive continuous improvement. 
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Indicators Level of Performance and Evidence 
Indicator 4 
Administrator operates with a deep belief that all children 
can achieve regardless of race, perceived ability and socio- 
economic status. 

Areas of Strength and Growth for Standard 2 
Click here to enter text. 

Standard 3: Creating and Sustaining Productive Relationships 

Indicators Level of Performance and Evidence 
Indicator 1 
Administrator demonstrates a welcoming, respectful, and 
caring environment and an interest in adults’ and students’ 
well-being to create a positive affective experience for all 
members of the school community. 
Indicator 2 
Administrator provides opportunities for extended, 
productive discourse between the administrator and 
teachers and among teachers to support decision-making 
processes. 
Indicator 3 
Administrator structures the school environment to enable 
collaboration between administrators and teachers and 
among teachers to further school goals. 
Indicator 4 
Administrator has structures and processes in place to 
communicate and partner with teachers and parents in 
support of the school’s learning goals. 

Areas of Strength and Growth for Standard 3 

Standard 4: Creating and Sustaining Structures 

Indicators Level of Performance and Evidence 
Indicator 1 
Administrator implements systems and processes to align 
curriculum, instruction, and assessment to state standards 
and college-readiness standards, continually reviewing and 
adapting when appropriate. 
Indicator 2 
Administrator develops systems and processes to 
implement a coherent and clearly articulated curriculum 
across the entire school, continually reviewing and adapting 
when appropriate. 
Indicator 3 
Administrator allocates resources effectively, including 
organizing time, to support learning goals. 

Areas of Strength and Growth for Standard 4 
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PROFESSIONAL RESPONSIBILITIES STANDARDS 

Standard 1: Manages Human Capital 
Indicators Level of Performance and Evidence 

Indicator 1 
The administrator collects high quality observation data and 
evidence of teacher practice in a fair and equitable manner, 
and utilizes the results of evaluations to provide supports to 
improve performance 
Indicator 2 
The administrator uses available data, including teacher 
effectiveness data, to identify, recognize, support, and 
retain teachers 
Indicator 3 
The administrator supports the development of teacher 
leaders and provides leadership opportunities 
Indicator 4 
The administrator complies with the requirements and 
expectations of the Nevada Teacher Evaluation Framework 

Areas of Strength and Growth for Standard 1 

Standard 2: Self-Reflection and Professional Growth 
Indicators Level of Performance and Evidence 

Indicator 1 
The administrator seeks out feedback from colleagues and 
staff, and uses a variety of data to self-reflect on his or her 
practice 
Indicator 2 
The administrator seeks opportunities to increase their 
professional knowledge in an effort to remain current on 
educational research and evidence-based practices 
Indicator 3 
The administrator pursues aligned professional learning 
opportunities to improve his/her instructional leadership 
across the school community 

Areas of Strength and Growth for Standard 2 

Standard 3: Professional Obligations 

Indicators Level of Performance and Evidence 
Indicator 1 
The administrator models and advocates for fair, equitable, 
and appropriate treatment of all personnel, students, and 
families 
Indicator 2 
The administrator models integrity in all interactions with 
colleagues, staff, students, families, and the community 
Indicator 3 
The administrator respects the rights of others with regard 
to confidentiality and dignity, and engages in honest 
interactions 
Indicator 4 
The administrator follows policies, regulations, and 
procedures specific to role and responsibilities 
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Areas of Strength and Growth for Standard 3 

Standard 4: Family and Community Engagement 
Indicators Level of Performance and Evidence 

Indicator 1 
The administrator involves families and the community in 
appropriate policy implementation, program planning, and 
assessment 
Indicator 2 
The administrator involves families and community 
members in the realization of vision and in related school 
improvement efforts 
Indicator 3 
The administrator connects students and families to 
community health, human, and social services as 
appropriate 

Areas of Strength and Growth for Standard 4 
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Attachment 13 

Evidence of Student Demand 

Objective 

Reach prospective parents in 1 and 2 star school locations across the state of Nevada to gauge interest 

in enrolling their children in the Virtual Preparatory Academy of Nevada online school.  

Approach:  

District snapshots posted by the NV DOE identified zip codes of 1 and 2 star schools based on NSPF data. 

Note: NSPF school ratings and accountability indicators have been carried over from the 2018-2019 

reporting year due to the pandemic.  

Campaign:  

Nevada parent Interest campaign ran on social media. 

Targeted zip codes and identified demographics were concentrated .  

Families could click ‘Learn More’ to complete a form providing name, email address and zip code. 

Results:  

The interest campaign ran from May 1 – June 30 2021.  

323 unique responses had been gathered.  

251 unique responses came from the 1 and 2 star school locations.  

72 unique responses came from locations outside of 1 and 2 star schools. 

Examples of social media forms: 

Map: - I have requested a closer of view of both Las Vegas and Reno/Carson City, so I will send along 

those two plot maps when I receive them.  
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The following are the names, emails and dates that parents responded with an interest in the Virtual 

Preparatory Academy of Nevada.  

Attachment 13: Evidence of Demand Page 229



Date First Name Last Name Email
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Date First Name Last Name Email
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Incubation Year Planning Table 

Using the table below, outline a detailed start-up plan as well specific organizational goals 
for the planning year (SY 21-22) to ensure that the school is ready for a successful launch 
in fall 2022. Feel free to add rows as needed. Note that the activity column should include 
detailed information regarding action items necessary to complete key tasks during the 
incubation year.  For example, under operations you may have one work stream for 
‘Staffing’.  This likely includes multiple activities such as finalized job descriptions, multiple 
recruitment methods, finalized salary ranges, hiring and onboarding. 

2020-2021 
Planning Year 

Milestones 
(SMART Goals) by 

Work Stream 

Activity 
Responsible 

Personnel  
Milestone Date(s) 

INSTRUCTION 

Review accreditation 
requirements 

Head of School, 
Curriculum and 
Instruction Team 

12 months prior to 
school opening 

Evaluate syllabi, 
curriculum, and training 
aides used 

Head of School, 
Curriculum and 
Instruction Team 

6 months prior to 
school opening 

Determine if change is 
desired, if so, develop 
transition plan and budget 
impacts 

Head of School, 
Curriculum and 
Instruction Team 

6 months prior to 
school opening 

Assess technology needs 
for instructional program 
(Laptops, etc.) 

Curriculum and 
Instruction Team 

6 months prior to 
school opening 

Purchase curriculum per 
the school's charter 

Curriculum and 
Instruction Team 

3 months prior to 
school opening 

Determine and purchase 
assessment system for 
growth monitoring 
requirement (NWEA, 
iReady, etc.) 

Head of School, 
Curriculum and 
Instruction Team 

3 months prior to 
school opening 

Establish a K-8 Literacy 
Plan with implementation. 

Head of School, 
Curriculum and 
Instruction Team 

6 months prior to 
school opening 
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Establish a K-8 Math & 
Science Plan with 
implementation 

Head of School, 
Curriculum and 
Instruction Team 

6 months prior to 
school opening 

Develop a Comprehensive 
a K-8 Assessment Plan 
with implementation 

Head of School, 
Curriculum and 
Instruction Team 

6 months prior to 
school opening 

Develop a plan to reduce 
Chronic Absenteeism with 
implementation 

Head of School, 
Curriculum and 
Instruction Team 

6 months prior to 
school opening 

Ensure furniture 
purchase/allocation meets 
the needs of the 
instructional program (if 
required)  

Head of School, 
Curriculum and 
Instruction Team 

3 months prior to 
school opening 

Create school's assessment 
calendar 

Head of School, 
Curriculum and 
Instruction Team 

3 months prior to 
school opening 

Develop Professional 
Development calendar 

Head of School, 
Curriculum and 
Instruction Team 

3 months prior to 
school opening 

Develop Professional 
Development Curriculum 

Head of School, 
Curriculum and 
Instruction Team 

3 months prior to 
school opening 

Notification to State 
authority - if changes 

Head of School, 
Curriculum and 
Instruction Team 

3 months prior to 
school opening 

Obtain student calendars 
Head of School, 
Curriculum and 
Instruction Team 

3 months prior to 
school opening 

Obtain State reporting 
requirements 

Head of School, 
Curriculum and 
Instruction Team 

3 months prior to 
school opening 

Determine digital 
curriculum platform 

Board, Curriculum 
and Instruction Team 

12 months prior to 
school opening 

Test curriculum in our LMS 
Curriculum and 
Instruction Team, 
Head of School 

3 months prior to 
school opening 

Test curriculum in 
alternative LMS (ie Infinite 
Campus) 

Curriculum and 
Instruction Team, 
Head of School 

3 months prior to 
school opening 
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Determine curriculum LMS 
Board, Curriculum 
and Instruction Team 

12 months prior to 
school opening 

Test student experience 
Curriculum and 
Instruction Team, 
Head of School 

3 months prior to 
school opening 

Test teacher experience 

Curriculum and 
Instruction Team, 
Head of School, 
Teachers  

3 months prior to 
school opening 

Develop and assess 
effectiveness of student 
experience 

Curriculum and 
Instruction Team, 
Head of School 

3 months prior to 
school opening 

Determine student 
helpdesk solutions 

Curriculum and 
Instruction Team, 
Head of School 

3 months prior to 
school opening 

Assess student helpdesk 
solutions 

Curriculum and 
Instruction Team, 
Head of School 

3 months prior to 
school opening 

Develop student boot up 
experience  

Curriculum and 
Instruction Team, 
Head of School 

3 months prior to 
school opening 

Develop and assess 
effectiveness of student 
onboarding 

Curriculum and 
Instruction Team, 
Head of School 

3 months prior to 
school opening 

Develop and assess 
effectiveness of student 
withdraw 

Curriculum and 
Instruction Team, 
Head of School 

3 months prior to 
school opening 

Determine Budget 
Curriculum and 
Instruction Team, 
Head of School 

3 months prior to 
school opening 

Host "Student Onboarding" 
training  

Curriculum and 
Instruction Team, 
Head of School 

June/July before 
school opening 

Instructor observations 
and assessment 

Curriculum and 
Instruction Team, 
Head of School 

Throughout school 
year 

Host LMS training 
Curriculum and 
Instruction Team, 
Head of School 

June/July before 
school opening 

Determine curriculum list 
to HOS 

Curriculum and 
Instruction Team, 
Head of School 

12 months prior to 
school opening 

Submit accreditation 
application 

Curriculum and 
Instruction Team, 
Head of School 

June/July before 
school opening 
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2 

Approval of accreditation 
Curriculum and 
Instruction Team, 
Head of School 

February-May of 
school year 

TALENT 

Determine direction on 
offering health benefits 
(Offer)   

Board, Operations 
Manager 

6 months prior to 
school opening 

Determine direction on 
offering 401k benefits 
(Offer) 

Board, Operations 
Manager 

6 months prior to 
school opening 

Determine time card and 
PTO reporting process  

Board, Operations 
Manager 

6 months prior to 
school opening 

Update handbook as 
necessary as result of 
decision above 

Operations Manager 
6 months prior to 
school opening 

Determine if this a new 
FEIN or are we assuming 
old FEIN? 

Operations Manager 
6 months prior to 
school opening 

Register in states where 
work-sites are located for:  
State withholding, 
Unemployment tax filing, 
Sales/Use, Franchise, etc. & 
obtain WC coverage.  Tax 
registrations may take 6-8 
weeks. 

Operations Manager 
12 months prior to 
school opening 

Determine if same pay 
period or different 
(accommodations to sync 
up pay periods- pay 
additional stub period) 

Operations Manager 
6 months prior to 
school opening 

Determine billing 
arrangements 

Operations Manager 
6 months prior to 
school opening 

Determine payroll & 
benefit administration & 
reporting provider 

Operations Manager 
6 months prior to 
school opening 

Set up new employees in 
Ultipro HR module 

Operations Manager 
3-6 months prior to
school opening
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Set up new locations with 
other vendors - Benefits 
Administrator 

Operations Manager 
6 months prior to 
school opening 

Set up new locations with 
other vendors - 401(k) 
Plan Recordkeeper 

Operations Manager 
6 months prior to 
school opening 

Launch employees in HRIS, 
payroll, and all other HR 
system 

Operations Manager 
3-6 months prior to
school opening

Create HR action bundled 
Email 

Operations Manager 
May-June prior to 
school opening 

Send out offer letters Operations Manager 
Day 0 May-June 
prior to school 
opening 

Send out and explain 
benefits and open 
enrollment and timing 

Operations Manager 
Day 0 May-June 
prior to school 
opening 

Send out and explain pay 
cycle and if there are any 
changes 

Operations Manager 
Day 0 May-June 
prior to school 
opening 

Send out new employee 
handbook 

Operations Manager 
Day 0 May-June 
prior to school 
opening 

Ensure new employees are 
in active directory 

Operations Manager 
Day 0 May-June 
prior to school 
opening 

Determine background 
check timing 

Operations Manager 
3-6 months prior to
school opening

Conduct background 
check, for all School 
personnel via BC Provider 

Operations Manager Prior to Day 0 

Network Access / Email 
Accounts-Set up through 
Active Directory 

Operations Manager 
3-6 months prior to
school opening

Designate/recruit 
Principal 

Operations Manager 
3-6 months prior to
school opening

Finalized/Hired Principal Operations Manager 
3-6 months prior to
school opening
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Finalized/Hired new hires Operations Manager 
3 months prior to 
school opening 

Set communication 
strategy 

Operations Manager 
3-6 months prior to
school opening

Develop talking points Operations Manager 
3-6 months prior to
school opening

Craft recruiting 
announcement email for 
Principals; Get compliance 
review 

Operations Manager 
May-June prior to 
school opening 

Craft announcement email 
for Schools staff;  Get legal 
and HR review 

Operations Manager 
May-June prior to 
school opening 

Send out email to all 
Schools staff 

Operations Manager 
June - August prior 
to school opening 

Give out point of contact 
list and/FAQ document; 
(e.g. who to call with 
payroll issues?) 

Operations Manager 
June - August prior 
to school opening 

OPERATIONS 

Review grant 
opportunities 

Operations Manager, 
Grant Administration 

3 months prior to 
school opening 

Submit application - Title I 
Operations Manager, 
Grant Administration 

Fall of school year 

Submit application - Title 
IIA 

Operations Fall of school year 

Submit application - IV 
Operations Manager, 
Grant Administration 

Fall of school year 

Submit application - IDEA 
Operations Manager, 
Grant Administration 

Fall of school year 

Finalize post-close 
organization chart 

Operations Manager 
6 months prior to 
school opening 

Determine new roles (if 
applicable) 

Operations Manager 
6 months prior to 
school opening 

Develop new job 
description for new roles 
(if needed) 

Operations Manager 
6 months prior to 
school opening 

Develop procedures for 
new hires (if different) 

Operations Manager 
6 months prior to 
school opening 
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Develop staffing plan Operations Manager 
6 months prior to 
school opening 

Finalize staffing plan Operations Manager 
February-May of 
planning year 

Provide preferred related 
service providers for any 
contracted services 
(Speech, OT, PT, Psych, 
nurse, etc.)  

Operations Manager 
3 months prior to 
school opening 

Obtain SPED draft 
agreement(s) for related 
service vendor(s) 

Operations Manager 
3 months prior to 
school opening 

Finalize SPED draft 
agreement(s) for related 
service vendor(s) 

Operations Manager 
3 months prior to 
school opening 

TECHNOLOGY 

Kick-off for AMP, 
Discussion Meetings Set-up 

Information 
Technology 

3 months prior to 
school opening 

Collect completed 
requirements/intake form 
for School Ops 

Information 
Technology 

3 months prior to 
school opening 

Curriculum Stand 
up/contracts (Core & 
supplemental) 

Information 
Technology 

3 months prior to 
school opening 

System Stand up/contracts 
(Server acquisition of 
PowerSchool, Canvas, 
SPED, etc.) 

Information 
Technology 

3 months prior to 
school opening 

Provide URLs to School 
ops, Marketing, & AMP 
team 

Information 
Technology 

3-6 months prior to
school opening

System, Interfaces & 
Curriculum Set-up 

Information 
Technology 

3 months prior to 
school opening 

System Integration & Data 
Integration 

Information 
Technology 

3 months prior to 
school opening 
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Reporting Set up 
Information 
Technology 

3 months prior to 
school opening 

Infrastructure Set up 
(Google, MS, Internet, 
Building, Network, Phone) 

Information 
Technology 

3 months prior to 
school opening 

Access/Go Live for Pre-
service (Teachers & Staff) 

Information 
Technology 

6-8 weeks prior to
school opening

Training, PD & Pre-service 
Information 
Technology 

6 weeks prior to 
school opening 

Access/Go Live for 
Students 

Information 
Technology 

3 weeks prior to 
school opening 

Post Launch (migration 
from old system, 
sunsetting old systems, 
etc.) 

Information 
Technology 

As needed 

Review current SIS system 
Information 
Technology 

Reference 
“Operations” 

Review alternative SIS 
system 

Information 
Technology 

Reference 
“Operation” 

Review current LMS 
system 

Information 
Technology 

Reference 
“Operation” 

Review alternative LMS 
system 

Information 
Technology 

Reference 
“Operation” 

Set-up for new accounts 
Information 
Technology 

June/July before 
school opening 

Determine SIS and LMS 
platforms 

Information 
Technology 

Reference 
“Operation” 

Determine # of SIS and 
LMS instances  

Information 
Technology 

June/July before 
school opening 

Capture program-level 
catalog information for 
every school 

Information 
Technology 

June/July before 
school opening 

Capture start calendars for 
every program by school 

Information 
Technology 

June/July before 
school opening 

Input calendars into SIS 
Information 
Technology 

June/July before 
school opening 
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Process map student 
lifecycle processes (e.g. 
attendance) 

Information 
Technology 

June/July before 
school opening 

Determine data entry plan 
for SIS 

Information 
Technology 

June/July before 
school opening 

Train new staff on SIS as 
appropriate 

Information 
Technology 

June/July before 
school opening 

Create job aides for 
template creation and data 
entry into SIS 

Information 
Technology 

June/July before 
school opening 

Inventory and asset tag 
current inventory as 
needed 

Information 
Technology 

June/July before 
school opening 

Assess student situation 
and develop list of IT 
requirements 

Information 
Technology 

June/July before 
school opening 

Assess staff situation and 
develop list of IT 
requirements 

Information 
Technology 

June/July before 
school opening 

Assess data security 
Information 
Technology 

3 months prior to 
school opening 

Determine IT 
infrastructure for each 
location (e.g. VPN vs. LAN) 

Information 
Technology 

3 months prior to 
school opening 

Equip students in need of 
technology support such as 
Chromebook, Wi-Fi access, 
etc. 

Information 
Technology 

3 weeks prior to 
school opening 

Equip necessary staff 
personnel with computer 
with VPN access 

Information 
Technology 

1-3 months prior to
school opening

Provision necessary 
software (SIS, GtM, MS, 
Citrix, VPN, DB, etc.) 

Information 
Technology 

1-3 months prior to
school opening

Equip office and school 
location with needed 
equipment (AV, Phone, 
Equipment) 

Information 
Technology 

1-3 months prior to
school opening
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Consult on document 
retention system 

Information 
Technology 

1-3 months prior to
school opening

Find out who DNS is 
registered to (transition if 
needed) 

Information 
Technology 

12 months prior to 
school opening 

Register new domains 
Information 
Technology 

12 months prior to 
school opening 

Establish school main 
phone line 

Information 
Technology 

3 months prior to 
school opening 

Establish E Fax accounts 
Information 
Technology 

3 months prior to 
school opening 

Add new Staff email 
accounts (Office 365 
accounts) 

Information 
Technology 

3 months prior to 
school opening 

Add new Student email 
accounts (Gmail accounts) 

Information 
Technology 

3 weeks prior to 
school opening 

Register new domains for 
Google education 

Information 
Technology 

6 months prior to 
school opening 

Evaluate ISP partners at all 
locations 

Information 
Technology 

6 months prior to 
school opening 

Evaluate PowerSchool 
configurations with 
Infinite Campus 
compatibility  

Information 
Technology 

6 months prior to 
school opening 

Evaluate State reporting 
requirements (IT needs) 

Information 
Technology 

6 months prior to 
school opening 

Finalize e-rate application 
manager 

Information 
Technology 

3-6 months prior to
school opening

Submit initial e-rate 
application 

Information 
Technology 

3 months prior to 
school opening 

Manage ongoing e-rate 
application  

Information 
Technology 

Ongoing 
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FINANCE 

Identify CPA/Local 
Accounting Services for 
Board support 

Finance 
3 months prior to 
school opening 

Execute CPA/Local 
Accounting Services 

Finance 
3 months prior to 
school opening 

Obtain Audit calendar Accounting 
3 months prior to 
school opening 

Develop pro-forma budget Finance 
3 months prior to 
school opening 

Develop pro-forma cash 
flows and working capital 
required 

Finance 
3 months prior to 
school opening 

Update pro-forma 
financials when approval 
date is identified (5 year) 

Finance 
3 months prior to 
school opening 

Determine school location 
codes and other new 
accounting G/L codes 

Accounting 
3 months prior to 
school opening 

Implement  CoA changes 
into Great Plains and all 
other required systems 

Accounting 
3 months prior to 
school opening 
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Implement operating unit 
into Adaptive Insights and 
all other required systems 

Accounting 
3 months prior to 
school opening 

Determine tax reporting 
implications 

Accounting 
3 months prior to 
school opening 

Set up bank accounts 
operating account 

Accounting 
3 months prior to 
school opening 

Develop accounting 
procedures 

Accounting 
3 months prior to 
school opening 

Process map "order to 
cash" process for each 
location and for each 
tuition plan 

Accounting 
3 months prior to 
school opening 

Obtain current vendor list Accounting 
3 months prior to 
school opening 

Set up vendors in Great 
Plains ; Get W-9s as 
appropriate 

Accounting 
3 months prior to 
school opening 

Determine which vendors 
require 1099s 

Accounting 
3 months prior to 
school opening 

Conduct vendor review 
and consolidate where 
appropriate 

Accounting 
3 months prior to 
school opening 

Set approval limits and 
train on requisition 
approval process (if 
necessary) 

Accounting 
3 months prior to 
school opening 

Determine purchasing 
policies 

Accounting 
3 months prior to 
school opening 

Create reporting package 
plan to track performance 
against pro-forma case 

Finance 
3 months prior to 
school opening 

PARENT  & 
COMMUNITY 

ENGAGEMENT 

Receive final approval 
from the SPCSA for the 
charter 

Governance 
8 months prior to 
school opening 

Begin Board Policy 
development 

Governance 
8 months prior to 
school opening 
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Work with Marketing on 
website development and 
enrollment procedures 

Governance 
6 months prior to 
school opening 

Work with Accel in 
selection process of the 
HOS, governance 

Governance 
5 months prior to 
school opening 

Work with the HOS to 
establish school goals, 
communication strategies, 
etc. 

Governance 
4 months prior to 
school opening 

Review EA for compliance 
and/or alignment; 
Recommend changes 
(Master Agreements) 

Marketing 
6 months prior to 
school opening 

Ensure enrollment 
package has proper 
consents and disclosures 

Marketing 
6 months prior to 
school opening 

Update enrollment 
agreement as necessary 

Marketing 
6 months prior to 
school opening 

Review current enrollment 
process 

Marketing 
6 months prior to 
school opening 

Determine go forward 
enrollment process  

Marketing 
6 months prior to 
school opening 

Convert paper enrollment 
forms to digital platform (if 
applicable) 

Marketing 
6 months prior to 
school opening 
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Evaluate process map 
"Student inquires gen to 
order"; Assess 
effectiveness of admissions 
process and staff 

Marketing 
6 months prior to 
school opening 

Document current systems 
and determine usage plan 
of CRM, SIS 

Marketing 
6 months prior to 
school opening 

Determine how Student 
inquiries from the web 
capture form will be 
distributed 

Marketing 
6 months prior to 
school opening 

Determine plan where to 
send Student inquiries by 
Student inquires source 
(i.e. CC vs. Schools) 

Marketing 
6 months prior to 
school opening 

Determine cut-over dates 
for Student inquires 
management systems (as 
applicable) 

Marketing 
6 months prior to 
school opening 

Establish enrollment 
goals/forecast and 
communicate to all 
necessary stakeholders 

Marketing 
6 months prior to 
school opening 

Develop Student inquires 
and enrollment goals by 
location 

Marketing 
6 months prior to 
school opening 

Establish enrollment 
goals/forecast and 
communicate to all 
necessary stakeholders 

Marketing 
6 months prior to 
school opening 

Determine name/brand in 
which we'll go to market 
with 

Marketing 
12 months prior to 
school opening 

Send existing website 
content to compliance for 
review 

Marketing 
6 months prior to 
school opening 
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Send existing marketing 
materials items to 
compliance for review 

Marketing 
6 months prior to 
school opening 

Obtain website domain Marketing 
6 months prior to 
school opening 

Obtain social media 
channel(s) 

Marketing 
6 months prior to 
school opening  

Update School website - 
Determine where Student 
inquiries will go 

Marketing 
6 months prior to 
school opening 

Evaluate marketing 
vendors (if applicable); 
Evaluate cost per 
enrollment. 

Marketing 
6 months prior to 
school opening 

Develop Online Marketing 
strategy 

Marketing 
6 months prior to 
school opening 

Develop media strategy 
(TV, radio, etc .) 

Marketing 
6 months prior to 
school opening 

Develop local strategy (aka 
school generated Student 
inquires)  strategy 

Marketing 
6 months prior to 
school opening 

Finalize marketing plan 
and budget 

Marketing 
6 months prior to 
school opening 

Launch Online Marketing 
strategy 

Marketing 
3-6 months prior to
school opening

Launch media strategy 
(TV, radio, etc.) 

Marketing 
3-6 months prior to
school opening

SCHOOL  SYSTEMS 
& CULTURE 

Establish ongoing school 
improvement planning 
team members 

Head of School, 
Curriculum and 
Instruction Team 

June/July before 
school opening 

Review school 
vision/mission statements 

Head of School, 
Curriculum and 
Instruction Team 

June/July before 
school opening 

Provide comprehensive 
needs assessments and 
data analysis 

Head of School, 
Curriculum and 
Instruction Team 

June/July before 
school opening 
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Set school priorities 
Head of School, 
Curriculum and 
Instruction Team 

June/July before 
school opening 

Provide goals and 
indicators assessment 

Head of School, 
Curriculum and 
Instruction Team 

June/July before 
school opening 

Provide evidence-based 
strategies  

Head of School, 
Curriculum and 
Instruction Team 

June/July before 
school opening 

Determine action steps 
Head of School, 
Curriculum and 
Instruction Team 

June/July before 
school opening 

Design and manage 
implementation and 
monitoring schedule/task 
list 

Head of School, 
Curriculum and 
Instruction Team 

June/July before 
school opening 

Evaluate ongoing 
improvement and 
implementation plans 

Head of School, 
Curriculum and 
Instruction Team 

June/July before 
school opening 

Establish budget and 
sustainability of 
improvement plans/costs 

Head of School, 
Curriculum and 
Instruction Team 

June/July before 
school opening 

Develop professional 
development plans and 
implementation dates 

Head of School, 
Curriculum and 
Instruction Team 

May/June 
before  school 
opening 

OTHER 

Evaluate new insurance 
needs 

Accounting 
6 months prior to 
school opening 

Bind insurance Accounting 
6 months prior to 
school opening 

Create new 501 (c 
)(3)entities  

Legal 
12 months prior to 
school opening 

Obtain Federal ID / W-9 Legal 
12 months prior to 
school opening 

Obtain City certificate of 
Business Registration 

Legal 
4 months prior to 
school opening  
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Operational Execution Plan 

Operational Execution Plan, which identifies the key organizational business processes necessary to 

support exemplary academic, business and financial performance including those discussed in this 

narrative. This operational execution plan may be in a format of your choosing, and may include Gannt 

charts, process maps or flow charts, or other appropriate illustrative devices in addition to a coherent 

and well-developed narrative.   

In 2021, Virtual Preparatory Academy of Nevada’s committee to form came together to identify and 

develop organizational objectives in support of strong academic, business, and financial performance. 

To deliver the desired outcomes, the governing board designed an operational plan with clear goal 

outcomes which support key functional units and stakeholders including students, educators, families, 

school leaders, and centralized services.  

For each operational plan and its goals, the planning design took into consideration the effectiveness, 

implementation timeline, and resource requirements for successful execution. In order for the 

operational plan to be successful, the plans incorporated a mechanism to measure progress and 

inefficiencies. Key metrics outline existing evaluation systems, as well as additional metrics and 

tracking methods that will help inform an understanding of Virtual Preparatory Academy of Nevada’s 

organizational performance. These metrics are included to serve as powerful data points to share with 

stakeholders.  

OPERATIONAL EXECUTION PLAN 

1. STUDENTS understand and reflect on their academic and personal growth

STRATEGY TACTIC YEAR 
LEADERSHIP & 

RESOURCES 

1.1 Track individual 
learning annually. 

1.1.1 Define VPA's measures of learner 
growth (e.g. grade-level benchmarks, exit 

outcomes, learner targets). 
1 Head of School and Staff 

1.1.2 Based on defined list, create the actual 
measures of growth (e.g. 4th grade annual 

benchmarks). 
1-2

Head of School, Staff, and 
Curriculum and 

Instructional Team 

1.1.3 Develop corresponding tracking systems 
and assessment processes. 

2-4
Curriculum and 

Instructional Team 

1.1.4 Define VPA indicators for individual 
growth (e.g. student “look-fors” aligned to 

grade-level benchmarks). 
4 -5 

Curriculum and 
Instructional Team 

STRATEGY TACTIC YEAR 
LEADERSHIP & 

RESOURCES 

1.2 Support students 
to set individual 
academic and 

personal goals. 

1.2.1 Develop avenues for students to better 
visualize and understand their thinking and 

development, aligned with growth measures. 
3 

Curriculum and 
Instructional Team 
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1.2.2 Evaluate student-family conference 
structure to incorporate student-driven goal-

setting and monitoring. 
3 

Curriculum and 
Instructional Team 

1.2.3 Create a system to follow-through on 
progress towards set goals (e.g. self-

reflection). 
3 -4 

Curriculum and 
Instructional Team 

STRATEGY TACTIC YEAR 
LEADERSHIP & 

RESOURCES 

1.3 Provide students 
with the time and 

resources to 
reflect and monitor 

growth. 

1.3.1 Establish instructional approach to 
teaching reflection and metacognition. 

3 Staff 

1.3.2 Create tools for longitudinal reflection. 3-5 Staff 

1.3.3 Reinvigorate and align an annual, K-8 SEL 
self-reflection project for each student. 

3-5 Staff 

2. STUDENTS are self-aware and socially conscious.

STRATEGY TACTIC YEAR 
LEADERSHIP & 

RESOURCES 

2.1 Create 
meaningful 

opportunities for 
students to engage 
with other students 
and communities. 

2.1.1 Establish school-wide annual civic 
engagement-focused themes with 

corresponding K-8 service learning projects. 
3-4

New approach (e.g. utilize 
local nonprofits or school 

partnerships) 

2.1.2 Integrate “Problem Based Learning” 
projects with a service component. 

3-5 Staff 

2.1.3 Develop partnerships with nonprofits in 
relation to grade level or school-wide 

projects. 
3-5 Operations Manager 

2.1.4 Re-evaluate experiential learning 
opportunities (milestones and fieldtrips) for 
sustainability, relevance to curriculum, and 

opportunities for civic engagement. 

1 Staff 

STRATEGY TACTIC YEAR 
LEADERSHIP & 

RESOURCES 

2.2 Foster 
relationships and 

interconnectedness 
across 
diverse 

communities. 

2.2.1 Develop a partnerships with local 
schools within Nevada. 

3-5 TBD 

2.2.2 Develop a sister school with a school 
overseas. 

3-5 TBD 
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2.2.3 Develop partnerships with senior citizen 
centers. 

3-5 TBD 

2.2.4 Seek opportunities for staff 
development around diversity and social 

consciousness. 
2-3 TBD 

STRATEGY TACTIC YEAR 
LEADERSHIP & 

RESOURCES 

2.3 Provide students 
with new 

opportunities and 
resources to raise 

social consciousness. 

2.3.1 Re-assess materials and literature to 
promote social and cultural awareness. 

1 
Staff and Curriculum and 

Instructional Team 

2.3.2 Engage educators from other Districts 
and Schools to identify new resources or 

knowledge. 
3 TBD 

2.3.3 Present students with current events 
that will increase social consciousness. 

1 Staff 

3. EDUCATORS have common understanding of VPA’s K-8 instructional practices and learner expectations.

STRATEGY TACTIC YEAR 
LEADERSHIP & 

RESOURCES 

3.1 Define and 
articulate core 
instructional 

approach. 

3.1.1 Articulate values and core practices. 1 Head of School 

3.1.2 Define our approach to core 
instructional practices (e.g. PBL, technology, 

etc). 
1-2

Head of School and 
Curriculum and 

Instructional Team 

3.1.3 Document past theories and approaches 
to better understand evolution of VPA's 

education program. 
1 Head of School 

STRATEGY TACTIC YEAR 
LEADERSHIP & 

RESOURCES 

3.2 Define and share 
learner expectations. 

3.2.1 Establish core-curriculum, executive 
function, and SEL grade-level learner 

benchmarks. 

1 -2 for 
core 

curriculum; 
4-5 for
others

Staff and Curriculum and 
Instructional Team 

3.2.2 Define exit outcomes by grade and as a 
graduate from VPA. 

1-3
Staff and Curriculum and 

Instructional Team 

3.2.3 Define and articulate core community 
values and behavioral expectations. 

1-3
Staff and Curriculum and 

Instructional Team 

STRATEGY TACTIC YEAR 
LEADERSHIP & 

RESOURCES 

3.3 Establish and 
regularly review 

vertical alignment. 

3.3.1 Establish vertical alignment leadership 
teams and protocol. 

1 Head of School with Staff 

3.3.2 Create curriculum mapping  and bi-
annual process for periodic review. 

1-2
Curriculum and 

Instructional Team 
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3.3.3 Develop training and expectations of 
use. 

1 
Curriculum and 

Instructional Team 

3.3.4 Engage in open review of grade-level 
benchmarks, and curriculum maps. 

3 
Curriculum and 

Instructional Team 

4. EDUCATORS effectively support each learner’s individual growth trajectory.

STRATEGY TACTIC YEAR 
LEADERSHIP & 

RESOURCES 

4.1 Define multi-age 
structure and best 

practices. 

4.1.1 Evaluate grade-level pairings for multi-
age structural approach. 

1 Staff 

4.1.2 Enhance targeted professional 
development around multi-age instruction. 

1-2 Head of School and Staff 

4.1.3 Create multi-grade aligned structured 
groupings to target specific challenges and 

needs. 
2-3 Head of School and Staff 

STRATEGY TACTIC YEAR 
LEADERSHIP & 

RESOURCES 

4.2 Effectively 
facilitate 

differentiation in the 
classroom. 

4.2.1 Evaluate and improve process for 
flexible groupings. 

1-2 Staff 

4.2.2 Research and evaluate diagnostic tools 
and appropriate interventions to support 

struggling students. 
1-3

Staff and Curriculum and 
Instructional Team 

4.2.3 Utilize appropriate progress monitoring 
tools; ensure continuity for grade levels 

piloting 
diagnostics. 

1-5
Staff and Curriculum and 

Instructional Team 

4.2.4 Systematize shared responsibilities 
across grade-level teams. 

2 Head of School and Staff 

5. EDUCATORS reflect on their practice and continuously evolve.

STRATEGY TACTIC YEAR 
LEADERSHIP & 

RESOURCES 

5.1 Re-assess and 
expand our 

evaluation and 
feedback 
systems. 

5.1.1 Enhance culture of collaboration by 
increasing school leadership non-evaluative 

classroom observations. 
2 Head of School 

5.1.2 Partner individuals on staff for 
observation and collaboration (based on 

content teams, best practice sharing, vertical 
alignment, etc.). 

2-3 Head of School 

5.1.3 Create small groups that own and drive 
content areas (e.g. math) K-8. 

1-2 Staff and Head of School 

STRATEGY TACTIC YEAR 
LEADERSHIP & 

RESOURCES 
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5.2 Increase and 
systematize time and 

space for 
professional 

development. 

5.2.1 Establish annual overview of school-
wide professional development plan. 

1-2 Head of School 

5.2.2 Evaluate professional development 
policies and budget. 

1 Operations Director 

5.2.3 Expand substitute pool via student 
teachers and/or parent volunteers. 

1-2 Head of School 

STRATEGY TACTIC YEAR 
LEADERSHIP & 

RESOURCES 

5.3 Build new 
opportunities for 

internal 
collaboration and 

reflection. 

5.3.1 Develop a process for sharing internal 
resources. 

2-3 Operations Director 

5.3.2 Capture exemplar lessons (e.g. 
videotape a workshop or conference). 

3-5 Operations Director 

STRATEGY TACTIC YEAR 
LEADERSHIP & 

RESOURCES 

5.4 Increase 
administrative 

capacity to fulfill 
professional 

responsibilities. 

5.4.1  Re-assess roles and responsibilities of 
leadership and administration team. 

1 Head of School 

6. EDUCATORS have a sustainable career at VPA.

STRATEGY TACTIC YEAR 
LEADERSHIP & 

RESOURCES 

6.1 Increase 
educator capacity, 

efficiency, and 
flexibility. 

6.1.1 Re-direct and streamline educator 
administrative tasks. 

1-2
Head of School and 
Operations Director 

6.1.2 Seek additional opportunities to elicit 
and receive more student teachers. 

1-2
Head of School and 
Operations Director 

6.1.4 Develop virtual shared spaces for 
educator materials and resources. 

2 
Head of School and 
Operations Director 

6.1.5 Re-assess school day and school year 
calendar regarding timing and sustainability. 

3 
Head of School and 
Operations Director 

(See 5.2.3 Expand substitute pool via student 
teachers and/or parent volunteers.) 

3 
Head of School and 
Operations Director 

STRATEGY TACTIC YEAR 
LEADERSHIP & 

RESOURCES 

6.2 Provide 
competitive 

compensation and 
benefits. 

6.2.1 Conduct yearly comparison of salaries of 
comparable positions. 

1-5
Board of Directors and 

Accel Schools 

6.2.2 Continue to seek new opportunities for 
alternative benefits. 

1-5
Board of Directors and 

Accel Schools 
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6.2.3 Explore innovative models of non-salary 
based compensation for additional 

development or leadership opportunities. 
1-5

Board of Directors and 
Accel Schools 

STRATEGY TACTIC YEAR 
LEADERSHIP & 

RESOURCES 

6.3 Create and 
promote leadership 

pathways. 

6.3.1 Create and formalize template and 
process for individual professional 

development plans (1 
and 3 years). 

1 
Head of School and 
Operations Director 

6.3.2 Create succession planning for school 
leadership and maintain pipeline. 

2-3
Head of School and 
Operations Director 

STRATEGY TACTIC YEAR 
LEADERSHIP & 

RESOURCES 

6.4 Increase 
opportunities to 
foster K-8 staff 
connectedness. 

6.4.1 Develop cross-grade level 
mentor/mentee relationships and process for 
building relationships and sharing knowledge. 

2 Head of School and Staff 

6.4.2 Create a small social committee and 
formalize a staff social retreat or interim 

social events; coordinate with grade level PRT 
social chair. 

1 Staff 

7. FAMILIES feel connected to the VPA community.

STRATEGY TACTIC YEAR 
LEADERSHIP & 

RESOURCES 

7.1 Formalize 
meaningful, 

annual community 
events. 

7.1.1 Define purpose and goals of community 
events. 

1 Operations Manager 

7.1.2 Evaluate if existing events are meeting 
the defined goals and supplement 

and adapt events, as needed. 
1 Operations Manager 

7.1.3 Establish leadership of community and 
grade-level events; coordinate with staff. 

1-3 Operations Manager 

7.1.4 Create regular opportunities for parents 
and families to build relationships with one 

another. 
2-3 Operations Manager 

STRATEGY TACTIC YEAR 
LEADERSHIP & 

RESOURCES 

7.2 Develop a family 
education 

curriculum. 

7.2.2 Formalize grade-level nights and 
transition nights. 

1 Head of School and Staff 

7.2.3 Develop guide for parent on-boarding. 1 
Operations Director and 

Enrollment Team 
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7.2.4 Formalize information sessions and 
open-houses throughout the year for current 

families and parents. 
1 

Operations Director and 
Enrollment Team 

STRATEGY TACTIC YEAR 
LEADERSHIP & 

RESOURCES 

7.3 Support 
effective, 

communication 
between the 

school and families. 

7.3.1 Standardize baseline family 
communication expectations of educators and 

leadership. 
1 

Head of School with Staff 
input 

7.3.2 Identify common communication 
tools/platforms to be used school-wide. 

3-4
Information Technology 

and Staff 

7.3.4 Coordinate all communication with 
school website (e.g. newsletters, school 

calendar). 
1-2

Information Technology 
and Head of School 

8. FAMILIES enhance the educational experience for all VPA STUDENTS.

STRATEGY TACTIC YEAR 
LEADERSHIP & 

RESOURCES 

8.1 Re-articulate and 
emphasize 

expectations for 
VPA family volunteer 

commitment. 

8.1.1 Define expectations of VPA families in 
terms of volunteering and contributing to 

school livelihood and success. 
1-5 Operations Director 

8.1.2 Define messaging strategy (e.g. utilize 
website). 

1 
Operations Director and 

Head of School 

8.1.3 Develop a method to track participation 
and communicate expectations around 

recording hours. 
1 

Operations Director and 
Information Technology 

8.1.4 Create ways to acknowledge and 
celebrate parent and family contributions. 

1-5
Operations Director and 

Head of School 

STRATEGY TACTIC YEAR 
LEADERSHIP & 

RESOURCES 

8.2 Revamp 
volunteer 

opportunities to 
better 

utilize the diverse 
interests, strengths, 

and schedules of 
families and 

stakeholders. 

8.2.1 Establish a Volunteer Coordinator role to 
manage family and community volunteers and 
opportunities; collect and prioritize volunteer 

needs. 

2 Head of School and Board 

8.2.2 Create a system to identify current 
parent and family skillsets, resources, and 

capacity. 
3 Volunteer Coordinator 

8.2.3 Identify additional stakeholders to 
contribute (e.g. local business leader). 

3-5 Volunteer Coordinator 

8.2.4 Explore tools to match individuals to 
volunteer opportunities. 

3 Volunteer Coordinator 

8.2.5 Establish rapport with all key 
stakeholders. 

3 Volunteer Coordinator 
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9. FAMILIES partner as co-collaborators in their child’s learning and development.

STRATEGY TACTIC YEAR 
LEADERSHIP & 

RESOURCES 

9.1 Define and 
communicate 
expectations 

for how families and 
educators work 

together. 

9.1.1 Articulate VPA’s teaching methods and 
philosophies. 

1 Head of School 

9.1.2 Define roles and responsibilities of 
educators and family members. 

2 Staff 

9.1.3 Communicate grade level goals and 
objectives in a way that is accessible to 

families. 
2-5 Staff 

STRATEGY TACTIC YEAR 
LEADERSHIP & 

RESOURCES 

9.2 Establish grade-
level and classroom 

communication 
expectations and 

practices. 

9.2.1 Standardize components of K-8 
educator- parent communication. 

1 Head of School 

9.2.2 Educators use a common platform and 
communication schedule. 

2-3 Information Technology 

9.2.3 Provide sufficient tech support to staff 
and educators. 

2-3 Information Technology 

STRATEGY TACTIC YEAR 
LEADERSHIP & 

RESOURCES 

9.3 Provide parents 
with grade-level 

training and 
guidance on how to 
support their child’s 

learning. 

9.3.1 Clearly define purpose of progress 
reports and evaluate progress report 
structure and process for clarity and 

effectiveness. 

2-5 Head of School and Staff 

9.3.2 Identify information topics of relevance 
for parents and families and curate resources 

(e.g. Special Education). 
4-5 Operations Director 

9.3.4 Assess frequency and timing of 
conferences. 

1 Head of School and Staff 

9.3.5 Articulate and communicate school-wide 
and grade level homework philosophies. 

1 Head of School and Staff 

10. EDUCATION LEADERS contribute and seek new best practices in education communities beyond VPA

STRATEGY TACTIC YEAR 
LEADERSHIP & 

RESOURCES 

10.1 Establish a 
process and culture 

to better capture 

10.1.1 Create expectations and provide 
resources for how educators capture best 

practices from their 
classroom (i.e. “what’s working now”). 

2-3 Operations Director 
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and share internal 
best practices. 

10.1.2 Create an easily accessible, online 
space for educators to upload and share 

their best practices. 
2 Operations Director 

10.1.3 Formalize a process for sharing; 
routinize time within professional 

development sessions and staff meetings to 
share practices (e.g. kickoff staff 

meeting). 

1 
Head of School and 
Operations Director 

10.1.5 Promote a culture of capturing and 
sharing “what’s working”; raise awareness of 

established process and celebrate peer 
collaboration. 

2-3
Head of School and 
Operations Director 

STRATEGY TACTIC YEAR 
LEADERSHIP & 

RESOURCES 

10.2 Identify internal 
findings and best 

practices 
to share externally. 

10.2.1 Provide opportunities for educators to 
incorporate new practices (e.g. classroom 

observations). 
2-3

Head of School and 
Operations Director 

10.2.2 Establish an inquiry and research-based 
team approach to conduct in depth analysis 

around 1-3 best practices. 
2-3

Head of School and 
Operations Director 

10.2.3 Pilot program and evaluate 
effectiveness. 

2-5 Staff Teams 

STRATEGY TACTIC YEAR 
LEADERSHIP & 

RESOURCES 

10.3 Identify our 
target audiences and 

disseminate 
our findings. 

10.3.1 Evaluate status of identified internal 
best practices and the inquiry and research-
based team approach’s findings to identify 

relevant 
opportunities. 

3-5 Operations Director 

10.3.2 Establish set criteria for evaluating 
learning and dissemination opportunities 

(conferences, speaking engagements, 
publications). 

3 Operations Director 

STRATEGY TACTIC YEAR 
LEADERSHIP & 

RESOURCES 

10.4 Establish 
strategic 

partnerships to 
enhance 

collaboration, 
learning, and 

capacity. 

10.4.1 Define our intended impact (e.g. 
inspiring educators while enhancing the 

experience for VPA educators and students). 
1-2

Head of School and 
Operations Director 

10.4.2 Seek collaboration opportunities and 
partnerships outside of VPA (e.g. local 

universities’ higher education and child 
psychology programs; local nonprofits). 

3-5
Head of School and 
Operations Director 
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10.4.3 Utilize external partners to enhance 
enrichment offerings for VPA students (e.g. 

student teachers manage an enrichment 
class.) 

3-5 Operations Director 

10.4.4 Reflect on current partners and 
evaluate effectiveness. 

2 Operations Director 

10.4.5 Establish a summer Teaching Institute 
for VPA educators to share best practices with 

new and experienced educators locally and 
beyond. 

4-5 Operations Director 
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Proposed Insurance for the Virtual Preparatory Academy of Nevada 

1. General Liability Insurance- $1M each occurrence, $2M Aggregate

2. Directors & Officers Coverage- $1M limit

3. Employment Practices Liability Coverage- $1M limit

4. Umbrella Coverage- no less than $3M

5. Third Party Liability Coverage

6. Non-Owned/Commercial Auto Coverage

7. Educators Professional Liability Insurance

8. Improper Sexual Conduct Liability Supplemental coverage

9. Crime Insurance- $300k limit

10. Worker’s Compensation
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Virtual Preparatory Academy of 

Nevada Budget Narrative- 

Attachment 18 

(1) As Attachment 18, present a budget narrative including a detailed description of assumptions and

revenue estimates, including but not limited to the basis for revenue projections, staffing levels, and

costs. The narrative should specifically address the degree to which the school budget will rely on

variable income (e.g., grants, donations, fundraising, etc.). Include the following:

(a) Per-Pupil Revenue: Use the figures provided in developing your budget assumptions.

In the forecast for 2022-23, we assumed state basic aid funding of $7,025 per funded pupil and State 
Special Education funding of $2,318. This was calculated using the State Petition Budget template 
Projected Revenue Calculator for the projected student enrollment in grades served for a virtual 
charter school. 

Additionally, we assumed federal IDEA Funding of $1,060 per pupil and Title 1 funding of $700 per 
pupil based on historical, financial data as instructed by the Charter Commission. 

Funded Enrollment, or the percent of total enrollment expected to receive 100% of possible per pupil 
funding, is budgeted at 97%. It is expected that this is a reasonable estimate based on similar virtual 
schools and planned efforts to ensure student engagement. 

(b) Anticipated Funding Sources: Indicate the amount and sources of funds, property or other resources

expected to be available through banks, lending institutions, corporations, foundations, grants, etc.

Note which are secured and which are anticipated and include evidence of commitment for any funds

on which the school’s core operation depends. If corporate, foundation, or other entity or individual

fundraising estimates are included at $5,000 or more in any year, be sure to include a copy of any

conditional or other commitment letter(s) to support the amount assumed in the budget. Designate in

the narrative how much of the anticipated funds may be restricted, such as for a sports field or art

equipment.

The School Board may choose to seek a commercial operating loan from a bank or the State. Accel 
Schools is prepared to support the school with a start-up loan, if needed, and has provided a Proof of 
Funds as required evidencing this. The budget assumes an interest rate of 5.25% and assumes interest 
only payments in the initial four-year period with repayment commencing in 2023-2024. Accel Schools 
will provide working capital management assistance by structuring 

the timing of Accel’s invoice collection according to cash availability to assist the school in 
maintaining a prudent level of cash on hand. 

(c) Anticipated Expenditures: Detail the personnel and operating costs assumptions that support the

financial plan, including references to quotes received and the source of any data provided by existing

charter school operators in Nevada or other states and required contributions to the Public

Employee Retirement System (PERS).

Key Assumptions: 
Most school expenditures are variable costs based on student enrollment and subsequent staffing ratios. 
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Fixed costs represent a much smaller percentage of total costs. Examples of some of the fixed costs 
include Office Expenses and Office Rent. 

The budget assumes a 3.0% inflation cost increase year-over-year of all appropriate items. 

Salary assumptions were based on Nevada-specific market research and include year-round staffing needs. 
ACCEL Human Resources uses comprehensive market data to attain the most up to date salary information 

Staffing benefits cost assumptions include health benefits at 15% of salaries, payroll taxes at 4.65% of 
salaries and a 15% employer contribution rate for staff retirement plan (PERS). Additionally, a 2% 
annual salary raise was budgeted, as well as 4% of payroll budgeted as the initial bonus allocation for 
year 2022-23. This bonus allocation covers all school-based staff. This annual bonus allocation scales 
accordingly with staff in subsequent years beyond 2022-23. 

Staffing: 
The overall general education student-to-teacher ratio is 32:1 in year one. The special education 
student-to-teacher ratio is   20:1. (This ratio is for budgeting purpose only and does not imply special 
education students will be served in a self-contained classroom.) The school will also have a licensed 
guidance counselor, advisor and success coaches. 

Administrative staffing in year one includes a Head of School, Manager of Special Education, Operations 
Manager, ELL Coordinator, Registrar and Attendance Support Specialist.  Additional administrative roles 
will be added in year two and beyond as the school scales. 

General Education Staffing: 
The Staff Recruiting expense covers recruiting costs of new school-based staff members. 

The Staff Training/Professional Development (Teachers) budgeted expense covers travel 

for in-person teacher professional development and any miscellaneous training not 

provided by Accel Schools. 

Student Support Staff: 
Contracted Pupil Health Support are budgeted to cover expenses related to contracted school health and 
nursing services. 

Curriculum Materials, Supplies, and Support Services: 
The Curriculum & Materials, AMP System, and Instructional Support Services* expense was 
calculated using the Accel Fee Schedule and includes: 

• Core Curriculum

• Elective Courses

• CTE Courses

• Advanced Placement (AP) Courses

• Supplemental Instructional Support Programs

• ACCEL Management Platform for Education (AMP)
• Synchronous Online Instructional Tools
• Online and Physical Textbooks
• Teacher Professional Development

The School Operations Support Services* expense was calculated using the Accel Fee Schedule and includes: 

• Human Resources

• Records Security and Management

• School Leadership Support and Development

Attachment 18: Budget Narrative Page 148



• Accreditation Support

• External Reporting Support

• State Testing Support

• Legal Support

• Board Relations

• Staff Technology Support

• Special Education Support

• Gifted Program Support

• Homeless and Migrant Services Support

• School Counseling and Family Support

• Accessibility Support

• ELL Support

• Additional recruiting fees if needed

The Student Technology Support Reimbursement expense covers internet service reimbursement costs 

for those families who need it. It also considers the students who are enrolled during the summer 

months. 

Student Computers and Software are budgeted to cover the computer hardware and software 

distributed to students. The Student Technology Assistance Services* expenditures include: 

• 24/7 Technical Support Through Online Help

• Live Phone Support via Accel Support Services to Parents and Students on Monday-Friday 9:00 a.m. to
7:00 p.m. (ET)

• Oversight, Logistics and Fulfillment Service for Student Computer Distribution, Reclamation and
Refurbishment

Student Testing (Administration and Facilities) cover expenses associated with administering state 

assessments including the leased facilities, as well as the setup and maintenance of computers for any 

online testing. 

State Testing (Travel) covers the travel and other related costs associated with proctoring annual testing. 

Student Academic/Career Activities Program Expenses are budgeted to cover expenses for academic 

and career related student activities outside the classroom. 

Special Education Staffing, Supplies, Materials, and Resources 

The Special Ed Program Support Services* expense is calculated using the Accel Fee Schedule and includes: 

• Special Education Protocol Development

• Special Education Training and Professional Development

• Special Education Oversight and Compliance Support

• Provide guidance on IEP Management Software

• Provide guidance on Assistive Technology Procurement

• Special Education Service Provider Coordination

• Accessibility Support

• 504 Plan Guidance

• At-Risk Population Support Services

• Homeless and Migrant Support
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• School Counseling Support

• Gifted Program Support
• ELL Support (provided by ESOL/TESOL certified leaders and teachers)

Special Education Direct Service Providers expense covers the costs for licensed, contracted service 
providers such as speech therapists, occupational therapists, etc. 

IEP Management Software, Alternative Curriculum and Assistive Technology covers the software, curriculum, 

and technology costs for some Special Education students. 

Extended School Year (Special Ed Staffing) covers the costs associated with the additional 5-6 weeks of 

summer Special Education teacher staffing that may be needed for some students. 

School Outreach and Enrollment Expenses: 

The Community Outreach and School Website* expense was calculated using the Accel Fee Schedule and 
includes: 

• Development and Execution of Marketing Programs and Tools

• Management of the School Website

The Enrollment Process Fee* expense was calculated using the Accel Fee Schedule and includes: 

• Assist parents/guardians with the school enrollment process

Board and Related Expenses: 

Legal Services cover any board legal expenses. 
Other Board Related Expenses cover any other expenses such as Board travel reimbursement or training. 

Business, Contracted Services, and Other: 
The External Audit expenditure will cover the cost of an independent CPA firm to conduct the audit. 

The School Business Support Services* expense was calculated using the Accel Fee Schedule and includes: 

• School Financial Services

• Accounts Payable

• School Budgeting & Planning

• Pupil Accounting

• Federal Programs & Compliance Support

• Student ISP Stipend Administration

• Procurement

• Audit Support

• Insurance/Risk Management Support

• Facility Support

• Payroll Services

•

Administrative Travel and Conferences expenses are for school leadership or other staff travel 
and training expenses. Office Supplies, Postage, and Copier expenditures are variable costs 
budgeted to increase as the school grows. 

Banking Fees cover expenses related to banking services. 

Facilities: 
Rent (including expenses) was budgeted for temporary, flexible space and storage on an as needed 

basis in year one and subsequent years. 
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(d) Discuss in detail the school’s contingency plan to meet financial needs if anticipated revenues are

not received or are lower than estimated, including both the scenarios identified in subsections e

and f.

(e) Year 1 cash flow contingency in the event that state and local revenue projections are not met in
advance of opening.

• ACCEL Schools is committed to providing a strong outreach program so that Nevada Virtual

Preparatory Academy student enrollment levels grow or remain level in each year of operation.

Our draft service agreement provides no minimum enrollment levels or associated state aid guarantees for

ACCEL Schools to provide services. ACCEL Schools’ leadership is committed to working with the board

should an adverse law or state funding level be enacted. Based on the ACCEL team’s experience in operating

online schools, our intent would be to work out a solution with the Board provided any new law wasn’t

catastrophic to operating a quality online school.

(f) Year 1 cash flow contingency in the event that outside philanthropic revenue projections are not met in
advance of opening.

• No philanthropic revenue is anticipated in advance of the school opening.

(g) Applicants that choose to project revenue from Title IA and IDEA funding streams should include

information in their budget narrative regarding:

• How the projected number of students in each applicable subgroup was determined

Each subgroup was determined by using statewide averages for the associated subgroup. Those averages were 

compared to existing Nevada Charter Schools for reasonability. 

• How the school will ensure federal grant funds are used in alignment with federal requirements

(ex. Allowable and reasonable expenses, supplement vs. supplant)

• ACCEL Schools has a full-time grant manager. She has extensive experience helping schools to maximize

their grant funding in order to support student achievement and remain compliant with state and

federal law.

The grant planning process begins in early spring and incorporates a team approach including administration,

teachers, parents and other stakeholders. Upon final Board approval, all budgets and supporting documents

are delivered in a timely manner.

Throughout the year, the Compliance manager works closely with the schools to ensure all state and federal

requirements and documentation are maintained. The Board of Directors will receive grant financial

reports which align with federal grant regulations.

• How the school will adapt if the student population is different than the projection and/or if the per-

pupil allocation is different than anticipated

• ACCEL Schools is committed to providing a strong outreach program so that  Virtual Preparatory

Academy of Nevada  student enrollment levels grow or remain level in each year of operation.

Our draft service agreement provides no minimum enrollment levels or associated state aid guarantees for

ACCEL Schools to provide services. ACCEL Schools’ leadership is committed to working with the board

should an adverse law or state funding level be enacted. Based on the ACCEL team’s experience in operating

online schools, our intent would be to work out a solution with the Board provided any new law wasn’t

catastrophic to operating a quality online school.
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EDUCATIONAL PRODUCTS AND SERVICES AGREEMENT 

This Educational Products and Services Agreement (the “Agreement”) is entered into as 
of _______________, 2021 (“Effective Date”) by and between Accel Online West LLC, a 
Delaware limited liability company (“Accel”), and Virtual Preparatory Academy of Nevada (the 
“School”), a non-profit Nevada corporation and public charter school. 

RECITALS 

Whereas, the School is organized as a Nevada nonprofit corporation under the laws of the 
state of Nevada (the “State”) (as such provisions may be amended from time to time) and the 
School has entered into a School Charter Contract (the “Charter Contract”) with the State Public 
Charter School Authority (the “Authorizer”) pursuant to which the School is authorized to operate 
a public charter school under State law;  

Whereas, the School is committed to providing a high-quality educational experience that 
meets the identified educational needs of Nevada students while serving to promote the diversity 
of public educational choices in the State of Nevada;  

Whereas, Accel was established, among other reasons, to provide educational support and 
management services for public schools, and is expected to provide assistance and educational 
support services, including regulatory, financial, administrative and other advice, in connection 
with the operation of the School;  

Whereas, the School and Accel (individually, a “Party” and collectively, the “Parties”) 
desire to create an enduring educational relationship whereby they will pursue and provide 
educational excellence at the School based on the school design, comprehensive educational 
program, and management principles approved by the Authorizer; and  

Whereas, the School shall maintain at all times direct and overall control of the School’s 
operation and administration, including all educational services, financial decisions, the 
appointment of members of the governing body, critically evaluating the performance of Accel, 
and the hiring and dismissal of staff assigned to work at the School.  

NOW THEREFORE, in consideration of their mutual promises and covenants, and intending to 
be legally bound hereby the Parties agree to the following terms:  

ARTICLE I. 
EDUCATIONAL, ADMINISTRATIVE AND TECHNOLOGY SERVICES 

1.1 Educational Services. 
(a) During the Term (as defined in ARTICLE II below), Accel will provide to the School the

following educational products and services (the “Educational Services”):
(i) Curriculum and Assessment. Implementation of the educational goals and

programs set forth in the Charter Contract  (the “Educational Program”) by
providing curriculum, assessment tools, a learning management system, a student
information system and a content management system in all subjects and grades
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Accel generally offers to its managed programs customer; curriculum for all other 
subjects required by applicable law; and additional curriculum or educational 
programs Accel recommends to achieve the goals of the Educational Program. In 
the event Accel determines it is necessary to modify the Educational Program, 
Accel shall inform the School of the proposed changes and obtain School approval, 
and if required under the Charter Contract, approval of the Authorizer. In the event 
that the School determines it is necessary to modify the Educational Program, 
based on requirements of the Authorizer or under Nevada law, the School shall 
inform Accel and Accel shall work in good faith with the School to address any 
regulatory concerns to ensure the School is serving the needs of its students and 
achieving its educational goals and objectives as set forth in the Charter Contract. 

(ii) Instruction. Oversight and coordination of the services to be provided by 
instructional personnel, including the Head of School (“HOS”) and the rest of the 
School's leadership team and its teachers and support staff, all in accordance with 
ARTICLE VI below. 

(iii) Instructional Tools. Subject to the School’s approval, selection of proposed 
Selection of instructional tools, equipment and supplies, including textbooks, 
computers, monitors, computer peripherals, curriculum, printers, software and 
multi-media teaching tools. 

(iv) Extra-Curricular and Co-Curricular Programs. Oversight of appropriate extra-
curricular and co-curricular activities and programs (but not Supplemental 
Programs as defined in ARTICLE V below). 

(b) Additional Educational Services. Any other services required by the Authorizer and/or the 
State Department of Education (the “NDE”) and such other services as are necessary or 
expedient for the provision of teaching and learning at the School as agreed to from time 
to time between Accel and the School and to support the School’s objectives as set forth 
in the Charter Contract. The Educational Services will be provided in accordance with the 
educational goals, curriculum, methods of pupil assessment, admissions policy, student 
recruitment policy, school calendar, school day schedule, and age and grade range of pupils 
to be enrolled at the School as adopted by the School and as provided for in the Charter 
Contract, as the same may be amended. 

(c) Accel will be responsible and accountable to the School for the provision of the 
Educational Services provided, however, that such obligations, duties and responsibilities 
are limited by the School Budget established pursuant to Section 1.2(a)(vi) below, and 
Accel will not be required to expend funds on such services in excess of the amounts set 
forth in such School Budget, provided that the Parties agree to work in good faith to ensure 
that all Educational Services and associated expenses are accounted for in the School 
Budget. 

 
1.2 Administrative Services. 

(a) During the Term, Accel will provide to the School the following administrative services 
(the “Administrative Services”): 
(i) Personnel Management. Management support services and professional development 

for all personnel providing Educational Services, Administrative Services and 
Technology Services in accordance with ARTICLE VI below. 
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(ii) Business Administration. Provision of all services set forth in this Agreement to 
support and provide administration of the business operations of the School as set 
forth in this Agreement subject to the direction and oversight of the School. 

(iii) Payroll. Management of the School's payroll. Accel will be responsible for all data 
input. 

(iv) Public Relations. Coordination and assistance with any and all advertising, branding, 
media and public relations efforts, including parent and community outreach 
programs and local community relationship building. All public relations will be 
subject to the mutual approval of both Parties, which approval may not be 
unreasonably withheld. 

(v) Budgeting and Financial Reporting.  
(A) A proposed annual budget will be prepared by Accel (in cooperation with the 

School’s financial officer) in a mutually agreeable format by June 1st of the 
immediately preceding fiscal year and will be subject to the approval of the 
School which shall not be unreasonably withheld or delayed and in all cases 
must be completed  no later than June 30th of the immediately preceding fiscal 
year. The approved budget is the “Budget”. There shall be no changes to the 
Budget except to the extent the School provides advance notice of such changes 
to Accel in writing. Any changes may be proposed only in consultation with 
Accel. Accel shall notify the School of any objections to proposed changes to 
the Budget, and the Parties shall work in good faith to resolve such objections. 
The Board may, in consultation with Accel, adopt any changes to the Budget as 
are necessary for the School’s operation and administration. Accel shall be 
responsible for preparing other financial statements as required by and in 
compliance with the Charter Contract, and applicable laws and regulations, 
including such documentation as may be required by the independent certified 
public accountants retained by the School to perform annual audits of the 
School’s financial statements. The cost for preparation of the financial 
statements and the cost of the audit will be provided for in the Budget. 

(B) Accel will provide the School with monthly financial forecast and analysis 
reports (Forecasted P&L / Cash Balances) and all other support as needed. 
Accel will provide the following accounting information and services: 
accounts payable coding; payroll journal entries; expense accrual journal 
entries; support for grant writing / reporting / draw down; assist with the 
preparation of monthly financial reporting to the School’s board of directors 
(the “Board”); and support for all State reporting requirements. Accel will 
prepare a six-year financial plan in conjunction with the fiscal officer. 

(C) On behalf of the School, Accel is responsible for preparation of (i) such other 
reports on the finances and operation of the School as requested or required by 
the NDE, the School, or the Authorizer to ensure compliance with the terms of 
the Charter Contract; (ii) monthly unaudited financial statements; and (iii) year-
end unaudited financial statements which will be provided within forty-five (45) 
days after the end of the fiscal year. 

(D) The Board shall conduct a biannual performance evaluation using the form 
attached hereto as Exhibit A for the purposes of evaluating Accel’s performance 
and ensuring that Accel’s performance aligns with and supports the goals 
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outlined in the Charter Contract. Accel agrees to provide all information required 
as part of the Board’s performance evaluation process. Accel will provide other 
information on a periodic basis or as requested with reasonable notice as may be 
reasonably necessary to enable the School to monitor Accel’s performance under 
this and related agreements including the effectiveness and efficiency of its 
operations at the School. 

(E) On behalf of the School, Accel will maintain accurate financial records 
pertaining to its operation of the School, together with all School financial 
records prepared by the fiscal officer, and retain all such records for a period of 
five (5) years (or longer if required by applicable laws and regulations) from the 
close of the fiscal year to which such books, accounts and records relate. All the 
School financial records retained by Accel pertaining to the School will be 
available to the School, the Authorizer, the Auditor of State, the NDE or the 
United States Department of Education and to all other appropriate regulatory 
authorities for inspection and copying upon reasonable request, it being 
understood that in most cases such copies will be made available within thirty 
(30) business days of request. 

(F) If the School is not able to fully pay the Service Fees and all bills when due, (i) 
the School agrees to work with Accel to take actions to reduce expenses 
including, but not limited to, reducing the number of staff members, and (ii) the 
School must consult in good faith with Accel prior to incurring new expenses 
greater than ten thousand dollars ($10,000) individually or in the aggregate and 
shall in good faith decrease other expenses to maintain a balanced budget. 

(vi) School's Right to Audit. The School reserves the right to conduct or to appoint others 
to conduct examinations, at the School’s expense, of the books and records 
maintained for the School.  

(vii) Maintenance of Student and Other Records. 
(A) Accel will maintain accurate student records pertaining to the students enrolled 

at the School as is required and in the manner provided by the Charter Contract, 
and applicable laws and regulations, together with all additional School student 
records prepared by or in the possession of Accel, and retain such records on 
behalf of the School, until this Contract expires or is terminated, at which time 
such records will be delivered to the School which shall thereafter be solely 
responsible for the retention and maintenance of such records (it being 
understood that such student records are and shall be at all times the property 
of the School). Accel and the School will maintain the proper confidentiality of 
such records as required by law and the Charter Contract. 

(B) Accel will maintain accurate employment, business and other records 
pertaining to the operation of the School as is required and in the manner 
provided by the Charter Contract and applicable laws and regulations, together 
with all additional School employment, business and other records prepared by 
or in the possession of Accel, and retain such records on behalf of the School 
until this Contract expires or is terminated, at which time such records will be 
delivered to the School which shall thereafter be solely responsible for the 
retention and maintenance of such records (it being understood that such 
employment, business, and other records are and shall be at all times the 
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property of the School). Accel and the School will maintain the proper 
confidentiality of such records as required by law and the Charter Contract. 

(C) The financial, educational and student records pertaining to the School are the 
property of the School, and such records are subject to the applicable provisions 
of State and federal law. Accel shall help ensure that all School records shall be 
physically or electronically available, upon request, at the Administrative 
Facility.  

(D) Accel shall provide such other information, including a written report, as 
reasonably requested by the School. 

(viii) Admissions. Implementation of the School’s admissions policy in accordance with the 
Charter Contract, and applicable laws and regulations. 

(ix) Student Hearings. Administration and enforcement of student disciplinary and 
special education hearings in conformity with the requirements of the procedures 
established by the School, and applicable laws and regulations (including, but not 
limited to, requirements involving due process and confidentiality) to the extent 
consistent with the School’s duties and obligations under applicable laws and 
regulations. 

(x) Academic Progress Reports. Provide to the School on a periodic basis as necessary 
or appropriate for the School to satisfy its obligations under the Charter Contract, 
and applicable laws and regulations, a report detailing (A) the School’s students’ 
academic performance, (B) Accel’s performance of the Educational Services and 
Administrative Services against mutually acceptable criteria, and (C) such other 
reports reasonably requested by the School. 

(xi) Rules and Procedures. Recommend rules, regulations and procedures applicable to 
the School and its students and enforce such rules, regulations and procedures 
adopted by the School that are not in direct conflict with this Agreement, the 
Charter Contract, and applicable laws and regulations. 

(xii) Student Recruitment and Admissions. Recruitment and admission of students 
subject to (a) the Charter Contract,  (b) the Parties’ agreement on general 
recruitment and admissions policies as approved by the School and (c) the extent 
budgeted for in the Budget. Students shall be enrolled in compliance with the 
procedures set forth in the Charter Contract and State and federal laws. 
Recruitment via lead generation, lead qualification and lead conversion to 
application and enrollment will take place via a contact strategy by phone, email, 
and in-person events. Accel will implement the School’s admissions policy, 
including management of the application and enrollment process as well as 
orientation.  Accel will maintain a call center function to facilitate recruitment 
and admissions.  

(xiii) Administrative Facility Management. Management of the School’s 
Administrative Facility to the extent consistent with any leases or other 
documents pertaining to the Administrative Facility. 

(xiv) Additional Administrative Services. Any other services reasonably necessary or  
expedient for the effective administration of the School as agreed to from time to time 
by Accel and the School. 
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(A) The Administrative Services will be provided in a manner consistent with 
the Educational Program, the Charter Contract, and local, State and federal 
laws and applicable regulations and policies. 

(B) Subject to this Agreement, the Charter Contract, and applicable laws and 
regulations, Accel may modify the methods, means and manner by which such 
Administrative Services are provided at any time, provided that Accel supplies 
the School with written notice of such modifications. 

(C) Accel will be responsible and accountable to the School for the provision 
of the Administrative Services, provided that such obligations, duties, and 
responsibilities are accounted for in the School Budget approved by the 
School as set forth in Section 1.2(a)(v) above, and Accel will not be 
required to expend funds on such services in excess of the amounts set forth 
in the School  Budget. 
 

1.3  Technology Services. During the Term, Accel or its Affiliates (as defined in section 3.5 
below) will provide or cause to be provided to the School the following technology services 
(the “Technology Services”): 

 (a) Monitor production services, i.e., the learning management and content 
management systems; 

 (b) Monitor and analyze data to fix production issues as they arise;  
 (c) Generate reports on student academic performance, attendance and 

progress; 
(d) Seek and secure competitive pricing and centralized purchase discounts for 
computers, monitors, printers, software and other peripherals (“Computer 
Equipment”) for the School; 

 (e) Develop, design, publish and maintain the School’s website; 
(f)  Determine hardware configurations (including software and operating 
systems) for the School’s technology needs;  

 (g)  Provide support for School administration in troubleshooting system errors; 
and 
 (h)  Other technology support services requested and mutually agreed upon by 
the Board and Accel. 

1.4 Place of Performance; Provision of Offices. The School will provide Accel with necessary 
and reasonable office space at ____________________________________ [address of 
school] (the “Administrative Facility”) to perform all services described in this Agreement 
that are not otherwise provided online or remotely at Accel’s usual place of business. Accel 
may provide other services elsewhere, unless prohibited by the Charter Contract, and 
applicable laws and regulations. 

1.5 Authority. By this Agreement, and subject to the School’s ongoing direct control and 
oversight over School operations, financial decisions, and administration, the School 
provides Accel such authority and power as is necessary for Accel to undertake its 
responsibilities, duties and obligations provided for in this Agreement, except in cases 
wherein such authority may not be delegated by applicable laws and regulations. 
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ARTICLE II.  
TERM 

2.1  Term. The initial term of this Agreement will commence on July 1, 2022 (the “Start Date”) 
and shall continue thereafter through June 30, 2024 (the “Initial Term”) unless sooner 
terminated pursuant to ARTICLE VII or mandated by regulation or statute. At the 
expiration of the initial term on June 30, 2024, the Board may extend the term of this 
Agreement for an additional four (4) year period, to conclude on June 30, 2028.   

2.2 Renewal. Upon the conclusion of the Initial Term, and each period for up to six (6) years 
thereafter (the “Renewal Date”), the Board may extend this Agreement for successive 
additional periods of up to six (6) years, or consistent with the length of the new or 
renewal term from the Authorizer (each such period a “Renewal Term”), unless (a) 
either Party provides the other with written notice of non-renewal at least eighteen (18) 
months before the applicable Renewal Date; or (b) the Agreement is sooner terminated 
under ARTICLE VII. The Initial Term and any Renewal Terms will be referred to 
collectively as the “Term”.  

2.3 New Authorizer or Charter Contract. In the event the Authorizer and/or the Charter 
Contract changes, and to the extent permitted by law, this Agreement shall survive and be 
performed in accordance with the new charter contract, these terms and conditions and 
applicable law, unless this Agreement is otherwise terminated in accordance with 
ARTICLE VII herein. 

ARTICLE III. 
RELATIONSHIP OF THE PARTIES 

3.1  Status of the Parties. Accel is not a division or any part of the School. The School is a 
separate and distinct corporation authorized under State law and is not a division or a part 
of Accel. The relationship between the Parties was developed and entered into through 
arms-length negotiations and is based solely on the terms of this Agreement and those of 
any other agreements that may exist from time to time between the Parties. Nothing herein 
will be construed to create a partnership or joint venture by or between the School and 
Accel or to make one the agent or fiduciary of the other. Neither the School nor Accel will 
hold itself out as a partner or agent of the other or otherwise state or imply by advertising 
or otherwise any relationship between it and the other in any manner contrary to the terms 
of this Agreement. Neither the School nor Accel has, and neither will represent that it has, 
the power to bind or legally obligate the other. No employee of Accel will be considered 
an employee of the School by either Party for any purpose whatsoever. 

3.2  Accel Attendance at Board Meetings.  Accel shall use commercially reasonable efforts to 
attend Board meetings in person and, if unable to attend in person, may attend them 
telephonically. The Board shall use reasonable efforts to schedule any regular, special or 
emergency Board meeting so that Accel has the opportunity to attend the same. The Board 
shall provide Accel with notice of any regular, special or emergency meeting of the Board 
when it provides members of the Board with notice of the meetings. 
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3.3  No Related Parties or Common Control. Accel will not have any role or relationship with 
the School that, in effect, substantially limits the School’s ability to exercise its rights, 
including cancellation rights, under this Agreement. Any director, officer or employee of 
Accel shall be prohibited from serving on the Board. None of the voting power of the Board 
will be vested in Accel or its directors, members, managers, officers, shareholders and 
employees, and none of the voting power of the Board or shareholders of Accel will be 
vested in the School or its directors, members, managers, officers, shareholders (if any) 
and employees. Furthermore, the School and Accel will not be members of the same 
control group, as defined in Section 1.150-(f) of the regulations under the Internal Revenue 
Code of 1986, as amended (or its successor) (the “Internal Revenue Code”), or related 
persons, as defined in Section 144(a)(3) of the Internal Revenue Code. 

3.4 Other Schools. The School acknowledges that Accel will have the right to render similar 
services to other persons or entities including other public or private schools or institutions.  

3.5 Exclusivity.  During the Term, Accel and its Affiliates shall be the sole providers of the 
educational products and management services set forth herein for the School unless 
otherwise waived in writing by an authorized officer of Accel. “Affiliate” means any entity 
that, directly or indirectly through one or more intermediaries, controls, is controlled by, or 
is under common control with, Accel whether through ownership of voting securities, by 
contract interest or otherwise. Former consultant or employee means a consultant or 
employee who worked for a Party within six (6) months prior to hire or potential hire by the 
prohibited Party. 

3.6 Expenses greater than $10,000.00, individually or in the aggregate with the same vendor 
or service provider, require mutual agreement between Accel and the Board. 

ARTICLE IV.  
CONSIDERATION 

 
4.1 Compensation for Services.  

(a) Service Fees. The School will pay to Accel fees for services as set forth in the attached Fee 
Schedule (“Service Fees”). Service Fees expressed as a percent means the designated 
percent of the federal, State and local funds the School receives, directly or indirectly 
(including facility funding), for the particular students enrolled in the School pursuant and 
subject to applicable law and regulations, exclusive of Free and Reduced Lunch Revenues. 
The percent-based Service Fees calculation shall not include charitable contributions, 
transportation funding, or proceeds from fundraisers, which shall be retained entirely by 
the School. Consideration referenced in this section shall not preclude the payment of 
additional consideration if additional consideration is permitted or specified elsewhere in 
this Agreement or in other agreements between the Parties.  

(b) Reasonable Compensation. The Service Fees under this Agreement are reasonable 
compensation for services rendered. Accel’s compensation for services under this 
Agreement will not be based, in whole or in part, on a share of net profits from the operation 
of the School.  
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(c) Annual Reconciliation. The Service Fees shall be subject to annual reconciliation based 
upon actual enrollment and actual revenue received (including the final month of the Term, 
even though the payment may be made beyond expiration or termination of the Term). If 
the School receives written notice of a review of the enrollment being completed by the 
State, the School shall provide Accel with a copy of the written notice upon receipt of same. 
If the review results in a finding that additional funding is owed to the School, the School 
shall make payment to Accel of the amount due to Accel within five (5) business days after 
receiving an invoice for such amount. If the review results in a finding that the School owes 
money to the State, the School will work with Accel to initiate an appeal of the State’s 
determination.  Accel shall select legal counsel and a strategy for the appeal and pay any 
and all expenses and costs related to the appeal including attorneys’ fees. The School shall 
cooperate with Accel and selected legal counsel’s efforts to appeal.   Should the review 
result in the School owing money to the State, Accel agrees to contribute the amount 
overpaid to Accel, and the School shall contribute the amount retained by the School. 

4.2 Payment of Costs. In addition to the Service Fees described in Section 4.1 above, and to 
the extent permissible by law, the School will reimburse Accel for all costs incurred and 
paid by Accel in providing the Educational Services, Administrative Services and 
Technology Services. Such costs may include, but are not limited to, equipment lease, 
Administrative Facility lease, Administrative Facility maintenance and utility costs, 
salaries of Accel’s employees or subcontractors assigned to the staff of the School, 
Authorizer fee, costs related to curriculum, instructional materials, textbooks, Computer 
Equipment, software, supplies, special education and psychological services, and 
specialty services. Additionally, in consideration of Accel’s employee administration 
costs of processing payroll (including payroll, benefits, recruiting, workplace safety and 
compliance) for all employees assigned to work at the School, Accel shall charge the 
School a fee of $42.50 per month pay period for each such employee. Except as may be 
provided in any equipment lease or Administrative Facility lease, in charging for such 
costs to the School and paying for such costs, Accel will not charge an added fee unless 
such fee is approved in advance by the School. 

 
4.3 Time and Priority of Payments. 

(a) Each installment of the Service Fees will be due and payable by the School upon receipt 
of invoice. 

(b) Accel will notify the School of any payments due and owing to Accel pursuant to Section 
4.2 above as soon as possible after the end of each month and the School will make such 
payments to Accel upon receipt of invoice. 

(c)    The School will satisfy its payment obligations under this ARTICLE IV to Accel, its 
Affiliate or third parties, as applicable, in the following order of priority: (i) payments due 
and owing under Section 4.2 above for salaries, benefits and associated benefit 
administration costs of Accel employees and subcontractors assigned to the staff of the 
School; (ii) payments due and owing under Section 4.2 above for rent pursuant to 
Administrative Facility lease; (iii) payments due and owing under Section 4.2 above for 
Authorizer fee; (iv) all other payments due and owing under Sections 4.2, with the oldest 
amounts due first; and (v) payments due and owing pursuant to Section 4.1 above with the 
oldest amounts due first.  
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4.4       Interest Rate and Invoice Credits.   

(a) Interest Rate. Unless otherwise agreed by the Parties, unpaid Service Fees and loans to the 
School, if any, to pay expenses will accrue interest at the one-month London Interbank 
Offer Rate (“LIBOR”), plus four percent (4%) for the time overdue. 

(b) Invoice Credits. If as of June 30 of each year during the Term, the School’s financial 
statement shows the School’s total expenditures exceed the School’s total revenues, then 
provided the School is not in material breach of this Agreement, Accel will issue a credit 
to the School to the extent required to maintain a positive fund balance during the Term to 
be applied only to Accel’s invoices (“Accel Invoice Credits”). To the extent permissible 
by law, the cumulative total of Accel Invoice Credits shall not exceed the total of the 
Service Fees due to Accel for the then-current fiscal year.   

 
 The Accel Invoice Credits are intended to help the School achieve a position whereby total 

assets of the School exceed total liabilities of the School through a concession on the 
amount of Service Fees due to Accel for the Service Fees in a fiscal year in consideration 
of the terms of this Agreement. The Accel Invoice Credits shall not be carried over as an 
ongoing liability of the School to Accel (in other words they shall be “forgiven” or 
“utilized” in the fiscal year for which they were issued); provided, however, that if the 
Board subsequently receives or recognizes revenue attributable to any prior fiscal year for 
which Accel has already issued Accel Invoice Credits, those subsequently received or 
subsequently-recognized funds attributable to a prior fiscal year shall be used to 
compensate Accel for fees accrued under this Agreement in such earlier fiscal year to the 
extent not prohibited by law. 

 
ARTICLE V. 

SUPPLEMENTAL PROGRAMS 

In addition to the Educational Services, Administrative Services and Technology Services 
provided by Accel to the School, Accel may, subject to School approval (which approval shall 
not be unreasonably withheld), provide additional services which may benefit the School by 
increasing its exposure in the community including, but not limited to, pre-kindergarten, summer 
school, academic camps, before and after school programs, vocational training, and latch-key 
programs to students and non-students of the School (the “Supplemental Programs”). However, 
nothing herein shall require Accel to provide any such Supplemental Programs. Accel may retain 
the full amount of any and all revenues collected from or for such Supplemental Programs, and 
Accel will be responsible for the full cost of providing such Supplemental Programs.  
 

ARTICLE VI. 
PERSONNEL AND TRAINING 

 
6.1 Personnel Responsibility.  

(a) Subject to Sections 1.1 and 1.2 above, the Charter Contract, and applicable laws and 
regulations, Accel will have the sole responsibility and authority to determine staffing 
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levels, and assign, discipline, supervise, and manage personnel necessary to carry out the 
Educational Services, the Administrative Services, the Supplemental Programs (if any), 
the Technology Services and all other services provided under this Agreement, provided 
that the Board shall approve the appointment, or any change to the appointment, of all key 
personnel, as defined by Nevada Administrative Code (NAC) 388A.580(4).  

(b)  Accel will be responsible for conducting reference checks, employment checks, criminal 
background checks and unprofessional conduct checks on its employees and 
subcontractors to the extent required under applicable laws and regulations as if the 
employees and subcontractors were employed by the School. Upon request, Accel will 
provide the School with documentary evidence of such background checks. Accel will 
share on a confidential basis with the School its performance reviews and assessment of 
the HOS. 

(c) The School shall not pay a bonus or other form of compensation to any employee or 
subcontractor of Accel without advance consultation with and written approval from Accel. 

6.2  Head of School and Other Administrative Staff. Under the direct oversight of and subject 
to direction from the Board, Accel will be the employer of the HOS and other 
administrative staff which includes personnel who are not teachers or support staff. Accel 
will present the Board with three candidates for the HOS position. The Board shall review 
the three candidates’ qualifications and make the final decision as to which shall be the 
HOS. Subject to the Board’s direction, Accel will determine the employment terms of the 
HOS. Subject to the Board’s direction, Accel will have the authority, consistent with 
applicable laws and regulations, to assign, discipline, supervise and manage the HOS and 
to hold him or her accountable for the success of the School.  

6.3  Teachers. Under the direct oversight of the Board, Accel will be the employer of teachers 
assigned to work at the School. Accel will provide to the School such teachers as are 
required to provide the Educational Services, Administrative Services, Technology 
Services and Supplemental Programs (if any). Accel will present the Board with a slate of 
teachers and their qualifications for review and final approval as to which will work at the 
School. Accel will determine the number and assignments of such teachers. Such teachers 
may work at the School on a full or part time basis. Each teacher assigned to the School 
will be qualified in his or her grade levels and subjects, and, to the extent required by 
applicable laws and regulations, hold a valid teaching certificate issued by the NDE. 
Further, to the extent required under applicable laws and regulations, such teachers shall 
have undergone a criminal background check and unprofessional conduct check as if such 
teachers were employees of the School. Upon request, Accel shall provide the School with 
documentary evidence of its compliance with this Section 6.3.  Accel shall keep the School 
informed of all teaching staff related actions and decisions on a regular basis.  

6.4  Support Staff. Accel will provide the School with such support staff as are required to 
provide the Educational Services, Administrative Services, Technology Services and 
Supplemental Programs (if any). Such support staff may include, among others, teachers' 
aides, clerical staff, administrative assistants to the HOS, bookkeepers, and maintenance 
personnel. Such support staff may work at the School on a full or part time basis. 
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6.5  Training. Accel will provide training in its instructional methods, curriculum, educational 
program and support technology to its instructional personnel on a regular and continuous 
basis. Such training will enable the School's instructional staff to provide in-service 
training to each other. Non-instructional personnel will receive such training as Accel 
determines to be reasonable and necessary under the circumstances. 

6.6 Complaints. The Board may ask Accel’s human resources department to investigate 
complaints or concerns regarding the HOS, administrators or teachers assigned to work at 
the School by providing written notice with details sufficient for the human resources 
department to commence an investigation. The human resources department shall 
investigate and report back to the Board any and all actions taken in response to the request.  
 

6.7 Non-Solicitation/Non-Hiring.  
(a)    During the Term and one (1) year thereafter, each Party may not directly or indirectly 

solicit, recruit for employment, offer employment to, offer subcontracting opportunities to, 
or otherwise employ or use the services of any current or former consultant or employee 
of the other Party or Affiliate if that consultant, employee, former consultant or employee 
had been assigned to or worked under this Agreement.  

 (b)  Unpermitted Solicitation/Hiring Remedies. In the event of such unpermitted use or 
engagement by a Party of such consultant, employee, former consultant or former 
employee whether directly or indirectly, in contravention of the clause immediately above, 
the other Party, at is option, may seek receipt of a sum equivalent to one hundred percent 
(100%) of that consultant, employee, former consultant or former employee’s 
compensation during their first year with the new employer, or seek any legal or equitable 
relief against such actions including, but not be limited to, immediate injunctive relief in 
any court of competent jurisdiction. The one (1) year period of time in this Section will 
be extended by the amount of time that a Party engages in any activity in violation of 
this Agreement and while the aggrieved Party seeks enforcement of this Agreement. 
The School acknowledges and agrees that no advances or past uncollected fees shall be 
issued by Accel to cover any penalty, damages or other relief owed by the School upon a 
violation of this provision. 

(c)  Solicitation Exceptions. For the avoidance of doubt, newspaper, periodical or Internet-
based listings of employment opportunities by a Party shall not be considered direct or 
indirect solicitation of an employee, consultant, former employee or former consultant of 
the other Party or Affiliate. However, such Party shall continue to be precluded from 
engaging or otherwise using the other Party’s and Affiliate’s employee, former employee, 
consultant or former consultant provided for in this Section 6.7. 

 
ARTICLE VII. 

TERMINATION OF AGREEMENT 
7.1 Termination By Accel.  

(a) Accel may terminate this Agreement effective at the end of the then-current school 
year if the School fails to make any payment of money due to Accel within five (5) 
days of written notice from Accel to School that such payment is overdue, excluding 
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overdue payments resulting from a payment dispute or delay between the School and 
any funding entity. 

(b) Accel may terminate this Agreement in the event that the School is in material default under 
any other condition, term or provisions of this Agreement (except late payment which 
is addressed above) or the Charter Contract, and the default remains uncured for thirty 
(30) days after the School receives written notice from Accel or Authorizer, as 
applicable, of the default.  However, if the default cannot be reasonably cured within 
thirty (30) days, and the School promptly undertakes or continues efforts to cure the 
material default within a reasonable time, the failure shall not be grounds for 
termination. Notwithstanding the foregoing, if the School’s default creates an 
imminent danger to the life of students, parents or others, the default must be cured 
immediately upon notice from Accel, and Accel may terminate the Agreement 
effective immediately if not so cured. 

(c) Accel may terminate this Agreement if there is any adverse and material change in 
local, State or federal funding for the School's students; provided that any notice of 
termination delivered to the School based upon an adverse and material change in 
funding shall be effective when the funding change goes into effect or such later date 
as designated by Accel. 

(d) Accel may terminate this Agreement effective immediately upon written notice to the School 
in the event that the School adopts or amends a policy, and the effect of such amendment or 
policy would reasonably be determined by Accel to increase materially the financial risk to 
Accel arising from its performance of its obligations hereunder, thus rendering Accel’s 
performance economically unviable. In the event the School adopts such an adverse policy 
in the middle of the school year, Accel agrees to use commercially reasonable efforts to 
complete its obligations for the then-current school year without waiving any rights and 
remedies hereunder.  

(e) Accel may terminate this Agreement effective immediately upon written notice to the School 
in the event that the School undergoes adverse change that makes the School financially 
unviable.  

(f) Accel may terminate this Agreement, effective at the end of the then-current school year,  
upon advance written notice to the School if, in Accel’s opinion after consultation with the 
Board and the Authorizer, the Board makes a financial decision that is detrimental to the 
School.  

(g) Accel may terminate this Agreement upon written notice to the School in the event Accel 
undergoes or is required to undergo a change that makes Accel, as determined in its sole 
judgment, financially unviable, provided that such termination will be effective at the end of 
the academic year in which such notice was given. 

7.2 Termination by the School. The School may terminate this Agreement in the event that 
Accel fails to remedy a material breach of this Agreement within ninety (90) days after 
written notice from the School. Termination by the School will not relieve the School of 
any obligations to pay actually incurred Service Fees and costs, whether accrued, pending 
or outstanding, to Accel as of the effective date of the termination, nor will it relieve Accel 
for liability for financial damages suffered by the School as a consequence of Accel’s breach 
(or of the School’s termination as a result thereof) of this Agreement. 
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7.3 Termination of the Charter Contract. This Agreement will terminate upon the School’s 
ceasing to be a party to a valid and binding charter contract, provided, however, that this 
Agreement will continue to remain in effect until the date of termination or expiration of 
a Term (as applicable) if (i) the School has entered into a subsequent charter agreement, 
and (ii) this Agreement has not been terminated pursuant to this ARTICLE VII. 
Termination pursuant to this paragraph will not relieve the School of any obligations to 
pay Service Fees and costs, whether accrued, pending or outstanding, to Accel as of the 
effective date of termination. 
 

7.4 Change in Law. If any federal, State or local law or regulation, court or administrative 
decision or Attorney General’s opinion could reasonably be expected to have an adverse 
effect on the ability of either Party to carry out its obligations under this Agreement, such 
Party, upon written notice to the other Party, may request renegotiation of this Agreement. 
That notice may be given at any time following enactment of such change in applicable 
law, whether or not such change is effective on the date of such enactment or thereafter. 
Renegotiation will be undertaken in good faith. If the Parties are unable to renegotiate and 
agree upon revised terms within thirty (30) days after such notice of renegotiation, then 
this Agreement will be terminated effective at the end of the academic year in which such 
notice was given unless earlier termination is necessary to protect the health, welfare, or 
safety of students.  
 

7.5 Real and Personal Property. Upon termination or expiration of this Agreement by either 
Party for any reason, all real and personal property leased by Accel to the School will 
remain the real and personal property and leases of Accel, and any personal property 
purchased by Accel with the funds provided to Accel by the School for the purpose of 
purchasing personal property will be the personal property of the School provided that the 
School has fulfilled all payment obligations with respect to the applicable personal 
property. Notwithstanding the above, if any lease shall contain a buy-out or purchase 
option, the School shall have the right to exercise such option and purchase such 
equipment. 
 

7.6 Return of Materials and Records. On the later of (a) twenty-one (21)  days after any 
termination or expiration of this Agreement by either Party for any reason, and (b) the 
effective date of termination as established in this ARTICLE VII, the School shall (i) 
assemble in a safe place all operational, systems and other administrative manuals and 
material, and copies thereof, and (ii) the president of the School shall certify to Accel in 
writing that the School has ceased use of any proprietary materials relating to the 
Educational Program and has deleted the materials from all databases and storage media 
maintained by the School. At Accel’s direction, the School will promptly permit 
representatives of Accel or its Affiliate to retrieve all such materials at the School. Accel 
shall return to the School all student educational records and all School-titled equipment 
and material (if any). Notwithstanding the foregoing, if the School closes for any 
reason, Accel shall instead transmit the educational records of each student to said 
student's school district of residence. 
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ARTICLE VIII. 
PROPRIETARY INFORMATION, OWNERSHIP AND LICENSE 

8.1  Proprietary Information and Ownership. The School acknowledges that Accel owns or has 
a license to use the intellectual property rights and interests in the curriculum, learning 
systems, assessment systems and pedantic methods licensed to or utilized by the School 
during the Term (“Protected Materials”) and to the name “ACCEL™” (such name being 
a trademark of Accel). The School acknowledges and agrees that it has no intellectual or 
property interest or claims in the Protected Materials or name, and has no right to use the 
Protected Materials or name unless expressly agreed to in writing by Accel. In accordance 
with all laws and regulations, Accel shall have the right to install signs on the 
Administrative Facility, including under the name of the School, describing the services 
provided by Accel or its assignees, including “Supported by ACCEL Schools” or 
“Educational Services Provided by ACCEL Schools.” Upon any expiration or termination 
of this Agreement, those signs shall be promptly removed. 

8.2 License. Accel developed and owns, or has a license to use, proprietary rights to, or 
licenses, the Protected Materials. Accel hereby grants the School a limited revocable 
license to use the Protected Materials in connection with operating the School during 
the Term. When this Agreement is terminated or expires, the license granted herein 
shall automatically terminate and the School shall immediately cease using the 
Protected Materials. The School may not use the Protected Materials for any purpose 
other than strictly within the scope of the license granted in this Agreement without 
the prior written consent of Accel. 

ARTICLE IX. 
INDEMNIFICATION AND LIMITATIONS OF LIABILITIES 

9.1 Indemnification of Accel. To the extent permitted by law, the School will indemnify, 
defend and save and hold Accel and its Affiliates and all of their respective employees, 
officers, directors, subcontractors and agents (collectively, “Representatives”) harmless 
against any and all third party claims, demands, suits or other forms of liability (any of 
which are a “Claim”) (including reasonable attorney’s fees and costs) that may arise out 
of, or by reason of, any wrongdoing, misconduct or negligence by the School or its 
Representatives; noncompliance by any of them with any agreements, covenants, or 
undertakings of the School contained in or made pursuant to this Agreement; any 
misrepresentations of the School contained in or made pursuant to this Agreement; any 
action or omission by the School or its Representatives that results in injury, death or 
loss to person or property; and any violation by them of State or federal law. In addition, 
the School will reimburse Accel, its Affiliates and their Representatives for any and all 
reasonable legal expenses and costs associated with the defense of any third-party Claim. 
Further, the Parties acknowledge and agree that Accel and its Affiliates shall have no 
liability or responsibility for activities of the School that occurred prior to the Start Date. 
This indemnification obligation shall survive the termination or expiration of this 
Agreement. 
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9.2 Indemnification of the School. Accel will indemnify, defend and save and hold the School 
and its Representatives harmless against any and all third party Claims (including 
reasonable attorney’s fees and costs) that may arise out of, or by reason of, any wrongdoing, 
misconduct, or negligence of Accel, its agents, employees or assigns or noncompliance by 
Accel with any agreements, covenants, or undertakings of Accel contained in or made 
pursuant to this Agreement, and any misrepresentation of Accel contained in or made 
pursuant to this Agreement. In addition, Accel will reimburse the School for any and all 
reasonable legal expenses and costs associated with the defense of any third party Claim. 
This indemnification obligation shall survive the termination or expiration of this 
Agreement. 

9.3  Defense. A Party seeking indemnification under this ARTICLE IX (the “Indemnitee”) 
shall give notice to the indemnifying Party (the “Indemnitor”) of a Claim or other 
circumstances likely to give rise to a request for indemnification, promptly after the 
Indemnitee becomes aware of the same. The Indemnitor, with Indemnitee’s consent, 
which shall not be unreasonably withheld, conditioned or delayed, shall be afforded 
the opportunity to undertake the defense of and to settle by compromise or otherwise 
any Claim for which indemnification is available under this ARTICLE IX. The 
Indemnitor’s selection of legal counsel is subject to the Indemnitee’s approval (which 
approval shall not be unreasonably withheld). If an Indemnitor so assumes the defense 
of any Claim, the Indemnitee may participate in such defense with legal counsel of the 
Indemnitee’s selection and at the expense of the Indemnitee. Indemnitor may not settle 
any Claim against Indemnitee or otherwise consent to any final order or judgement 
regarding same if such settlement, final order or judgement includes an admission of 
wrongdoing in Indemnitee’s or Affiliate’s name unless Indemnitee or Affiliate, as 
applicable, consents in writing. If the Indemnitor, upon the expiration of the fifteen 
(15) days after receipt of notice of a Claim by the Indemnitee under this ARTICLE IX, 
has not assumed the expense of the defense thereof, the Indemnitee may thereupon 
undertake the defense thereof on behalf of, and at the risk and expense of, the 
Indemnitor, with all reasonable costs and expenses of such defense to be paid by the 
Indemnitor. 

 
9.4  Limitations of Liabilities.  

(a)   Immunities and Statutory Limitations. The School will assert all immunities and 
statutory limitations of liability in connection with any third party Claims arising from 
its operations, and will not waive any immunities or limitations without the prior 
written consent of Accel. Notwithstanding this ARTICLE IX, to the fullest extent 
permitted by law, the School will waive the defense of governmental immunity in any 
dispute between the Parties.   

(b)  MAXIMUM OBLIGATIONS. EXCEPT AS TO AMOUNTS DUE UNDER ARTICLE 
IV AND THE PARTIES’ INDEMNIFICATION OBLIGATIONS, TO THE EXTENT 
PERMITTED BY LAW EACH PARTY’S MAXIMUM LIABILITY AND 
OBLIGATION TO THE OTHER PARTY AND THE EXCLUSIVE REMEDY FOR 
ANY CAUSE WHATSOEVER, REGARDLESS OF THE FORM OF ACTION, 
WHETHER IN CONTRACT OR IN TORT, INCLUDING NEGLIGENCE, 
RELATING TO THIS AGREEMENT SHALL BE LIMITED TO THE RECOVERY 

Attachment 20: EMO Services Agreement Page 286



OF ACTUAL DIRECT DAMAGES UP TO THE AMOUNT OF FEES PAID UNDER 
THIS AGREEMENT IN THE TWELVE (12) MONTHS IMMEDIATELY 
PRECEDING THE DATE A CLAIM IS MADE.  

(c)  ECONOMIC DAMAGES. EXCEPT IN CONNECTION WITH INDEMNITY 
OBLIGATIONS EXPRESSLY SET FORTH HEREIN, NEITHER PARTY SHALL BE 
LIABLE FOR ANY INDIRECT, EXEMPLARY, PUNITIVE, SPECIAL, 
INCIDENTAL OR CONSEQUENTIAL DAMAGES INCLUDING, WITHOUT 
LIMITATION, ANY LOST SAVINGS, LOST PROFITS, LOST SALES, BUSINESS 
INTERRUPTIONS, DELAY DAMAGES, OR LOST OR DESTROYED DATA, 
EVEN IF THAT PARTY HAS BEEN ADVISED OF THE POSSIBILITY OF SUCH 
DAMAGES.  

(d)  REASONABLENESS. NEITHER OCCASIONAL SHORT-TERM INTERRUPTIONS 
OF SERVICE OR PRODUCTS, WHICH ARE NOT UNREASONABLE UNDER 
COMPARABLE INDUSTRY STANDARDS, NOR INTERRUPTIONS OF SERVICE 
OR PRODUCTS RESULTING FROM EVENTS OR CIRCUMSTANCES BEYOND 
ACCEL’S OR ITS AFFILIATES’ REASONABLE CONTROL SHALL BE CAUSE 
FOR ANY LIABILITY OR CLAIM AGAINST ACCEL HEREUNDER, NOR SHALL 
ANY SUCH OCCASION RENDER ACCEL IN BREACH OF THIS AGREEMENT. 

9.5  Right of Set-Off. Either Party may, but shall not be obligated to, set off against any and 
all payments due the other Party under this Agreement, any amount to which the Party 
is entitled to be indemnified hereunder provided that there has been a final judicial 
determination thereof. 

ARTICLE X.  
INSURANCE 

10.1   Insurance Coverage. The School will maintain the types of and limits on insurance 
policies as follows unless different types and/or higher requirements are set forth in 
the Charter Contract: commercial general liability in amounts no less than $1 million 
per occurrence and $2 million in the aggregate; excess or umbrella extending coverage 
as broad as primary commercial general liability coverage in an amount no less than 
$3 million; automobile in the amount of $1 million; directors and officers/school 
leaders, employment practices liability and errors and omission, in amounts no less 
than $1 million per occurrence and $1 million in the aggregate; and employers liability 
in an amount no less than $1 million. All insurance policies shall (a) be issued by 
companies in good standing and authorized to do business in the State of Nevada and 
having an AM Best rating of A or better, (b) be written in standard form, and (c) 
provide that the policies may not be canceled except after thirty (30) days' written 
notice to Accel and Authorizer. Upon Accel’s request, the School shall deliver to Accel 
a copy of such policies.  

10.2  Workers’ Compensation Insurance. Each Party will maintain workers’ compensation 
insurance as required by law, covering its respective employees. 
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10.3   Cooperation. Each Party will, upon request, present evidence to the other that it 
maintains the requisite insurance in compliance with the provisions of this ARTICLE 
X. Each Party will comply with any information or reporting requirements applicable 
to or required by the other Party's insurer(s), to the extent reasonably practicable.  

 
ARTICLE XI. 

 REPRESENTATIONS AND WARRANTIES 
 
11.1    Representations and Warranties of Accel. Accel hereby represents and warrants to the 

School: 
(a) Accel is a duly formed limited liability company in good standing and is authorized to 

conduct business in the State of Nevada. 
(b) To the best of its knowledge, Accel has the authority under applicable laws and regulations 

to execute, deliver, and perform this Agreement, and to incur the obligations provided for 
under this Agreement. 

(c) Accel’s actions under this Agreement have been and will be duly and validly authorized, 
and it will adopt any and all further resolutions or expenditure approvals required for 
execution of this Agreement. 

(d) The services to be performed under this Agreement will be performed in a professional and 
workmanlike manner in accordance with commercially reasonable industry standards. 
THE FOREGOING WARRANTIES ARE IN LIEU OF ALL OTHER WARRANTIES, 
EXPRESS, IMPLIED, STATUTORY OR OTHERWISE, INCLUDING, BUT NOT 
LIMITED TO, ANY IMPLIED WARRANTIES OF MERCHANTABILITY OR 
FITNESS FOR A PARTICULAR PURPOSE. ACCEL AND ITS AFFILIATES MAKE 
NO GUARANTEES AS TO THE GRADES OR TEST RESULTS TO BE OBTAINED 
BY THE STUDENTS. WITHOUT LIMITING THE FOREGOING, ACCEL AND ITS 
AFFILIATES MAKE NO GUARANTEES AND SHALL NOT BE LIABLE FOR NON-
ACCESIBILITY OF ANY WEBSITE, SYSTEM OR PROGRAM, END-USER 
CONNECTION SPEED OR CONNECTIVITY PROBLEMS, REGARDLESS OF THE 
REASON. 

 
11.2    Representations and Warranties of the School. The School hereby represents and warrants 

to Accel: 
(a) The Charter Contract (i) authorizes the School to operate and receive the State, federal 

and local education funds, as well as other revenues; (ii) approves the Educational 
Program and other activities contemplated by this Agreement to support the provision 
of the Educational Program; and (iii) vests the School with all powers necessary and 
desirable for carrying out the Educational Program. 

(b) The School has the authority under applicable laws and regulations to contract with a 
private entity to perform and provide the Educational Services, Administrative Services, 
Technology Services, Supplemental Programs, and all other services under this 
Agreement and execute, deliver and perform this Agreement, and to incur the 
obligations provided for under this Agreement. 

(c) The School’s actions have been duly and validly authorized, and the School will adopt 
any and all further resolutions or expenditure approvals required for execution of this 
Agreement; provided, however, that with regard to expenditures, such resolutions and 
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approvals shall be required only if the relevant information is available to the School 
and the School has sufficient funds in the approved Budget to pay for such expenditures. 

(d) The School is not in breach of the terms of the Charter Contract. 
(e) The School has no intellectual or property rights or claims in the curriculum or other 

educational materials provided by Accel or in the name “ACCEL™" and will make no 
such claims in the future. 

(f) After the Effective Date the School shall not incur any indebtedness outside the ordinary 
course of business or enter into any factoring or other debt arrangements without first 
consulting in good faith with Accel relating to such indebtedness, and the School shall in 
good faith decrease expenses to maintain a balanced budget.. 

11.3    Mutual Warranties. Each Party to the Agreement warrants to the other that there are no 
pending actions, claims, suits or proceedings, to its knowledge, threatened or 
reasonably anticipated against or affecting it, which if adversely determined, would 
have a material adverse effect on its ability to perform its obligations under this 
Agreement. 

ARTICLE XII.  
CONFIDENTIALITY AND NON-DISCLOSURE 

12.1 Confidential Information. Without the prior written consent of the other Party, neither 
Party will at any time: (a) use for its own benefit or purposes or for the benefit or 
purposes of any other person, corporation or business organization, entity or 
enterprise; or (b) disclose in any manner to any person, corporation or business 
organization, entity or enterprise any trade secret, proprietary information, data, know-
how or knowledge (including but not limited to curricula information, financial 
information, marketing information, cost information, vendor information, research, 
marketing plans, educational concepts and employee information), whether transferred 
in writing or other tangible form, or transferred orally, visually, electronically or by any 
other means, belonging to, or relating to the affairs of a Party or any of its Affiliates 
(the “Disclosing Party”) or received through association with the Disclosing Party 
(collectively, “Confidential Information”), whether the Confidential Information was 
received by the Receiving Party before or after the commencement of this Agreement.  
Confidential Information does not include information a Party receives (the 
“Receiving Party”) and can show that it: (i) was known to the Receiving Party prior to 
its association with the Disclosing Party; (ii) had become available to the public other 
than by a breach of this Agreement by the Receiving Party; or (iii) was disclosed to 
the Receiving Party by a third person or entity that was not prohibited by a contractual, 
fiduciary or other legal obligation to the Disclosing Party from disclosing the 
Confidential Information. 

12.2 Care and Authorized Use.  Receiving Party will use at least the same degree of care to 
prevent unauthorized use and disclosure of Confidential Information as that Party uses with 
respect to its own confidential information (but in no event less than a reasonable degree 
of care); use Confidential Information only in performance of its obligations under this 
Agreement; and not disclose or grant access to such Confidential Information to any third 
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party except on a need-to-know basis and based on a confidentiality agreement with terms 
at least as strict as those contained in this Agreement. This Agreement does not prohibit 
the Receiving Party from disclosing Confidential Information it is legally compelled to 
disclose by oral questions, interrogatories, requests for information or documents, 
subpoenas, investigative demands, judicial orders or similar process. However, if the 
Receiving Party is legally compelled to disclose any Confidential Information, the 
Receiving Party covenants to use its best efforts to provide the Disclosing Party with 
prompt written notice (not more than forty-eight (48) hours after learning it will be 
compelled to disclose) so that the Disclosing Party may seek a protective order or other 
appropriate remedy and/or waive compliance with the provisions of this Agreement. 
In the event a protective order or other remedy is not obtained, or the Disclosing Party 
waives compliance with the provisions of this Agreement, the Receiving Party 
covenants to furnish only that portion of the Confidential Information that the 
Receiving Party is legally required to disclose, and to exercise its best efforts to obtain 
reliable assurance that the Confidential Information will be treated confidentially. 

12.3 Survival. This ARTICLE 12 shall survive any expiration or termination of this 
Agreement. 

 
ARTICLE XIII 

MISCELLANEOUS 

13.1  Integration, Sole Agreement, and Third Party Beneficiaries. This Agreement (together with 
any exhibits, schedules or documents referred to herein) is the entire agreement between 
the Parties, sets forth all of the promises, covenants, agreements, conditions and 
undertakings of the Parties with respect to the subject matter hereof, and supersedes all 
prior and contemporaneous agreements and understandings, negotiations, inducements or 
conditions, express or implied, oral or written, if any, between the Parties with respect to 
the subject matter hereof. Except as limited by Section 13.7 (Assignment) below, this 
Agreement shall be binding upon and is for the exclusive benefit of the Parties, and their 
respective affiliates, successors and permitted assigns, and not for the benefit of any third 
party, nor shall it be deemed to confer or have conferred any rights, express or implied, 
upon any other third party including a relationship in the nature of a third party beneficiary 
or fiduciary. 

13.2   Force Majeure. In the event that either Party is delayed, hindered, or prevented from 
performing any act required under this Agreement by reason of fire or other casualty, acts 
of God, strike, lockout, labor dispute, inability to procure services or materials, failure of 
power, riots, terrorism, insurrection, war or other reason of like nature not the fault of the 
delayed Party, its performance shall be excused for the period of the delay and the time 
for performance shall be extended for a period equivalent to the period of the delay. 
This Section shall not excuse School from prompt payment of any amounts required by the 
terms of this Agreement. As soon as practicable, the Party experiencing a force majeure 
event shall: (a) notify the other Party about the event, and (b) resume performance of its 
obligations under this Agreement upon conclusion of the event. 
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13.3   Governing Law, Jurisdiction and Waiver of Jury Trial. The laws of the state of Nevada, 
without regard to conflict of law principles, will govern this Agreement, its construction, 
and the determination of any rights, duties and remedies of the Parties arising out of or 
relating to this Agreement. Jurisdiction and venue are proper in the county in which the 
Administrative Facility is located. The Parties each waive any right to trial by jury in any 
litigation involving this Agreement, including breach, interpretation or performance 
thereof. 

13.4   Construction. The Parties acknowledge and agree that this Agreement is the result of 
extensive negotiations between the Parties and their respective counsel, and that this 
Agreement shall not be construed against either Party by virtue of its role or its 
counsel’s role in the drafting hereof. Paragraph captions or headings of various articles, 
sections and other subdivisions are used herein for convenience of reference only and 
are not intended to be used, nor shall they be used, in interpreting this instrument or 
modifying, defining or limiting any of the terms or provisions hereof. 

13.5   Counterparts. This Agreement may be executed in counterparts, each of which will be 
deemed an original, but both of which will constitute one and the same instrument. Each 
Party may rely on facsimile signature pages as if such facsimile pages were originals. 

13.6   Notices. Either Party may change the address to which notice to it, or copies thereof, 
shall be addressed by giving notice thereof to the other Party hereto in conformity 
with the following. All notices and other communications permitted or required by the 
terms of this Agreement shall be in writing and sent via any of the following methods to 
the Parties hereto at the addresses set forth below. Notice shall be deemed given: (a) upon 
receipt if sent by certified or registered mails, postage prepaid, return receipt requested, (b) 
on the day it is sent if by facsimile (with confirmation of transmission by sender's facsimile 
machine) and a copy simultaneously sent by nationally recognized overnight courier on a 
business day during normal business hours, or the next business day thereafter if sent on a 
non-business day or after normal business hours, (c) upon delivery if sent by personal 
delivery (with written confirmation of delivery), or (d) upon delivery if by sent by 
nationally recognized overnight carrier (with written confirmation of delivery). The 
addresses of the Parties are: 

To: 
Virtual Preparatory Academy of Nevada 
Attn: Thomas J. Bickart, Board President 
1173 Via Casa Palermo Henderson, NV  89011 
Facsimile:  
 
With a copy to: 
Matt Morris 
Holland & Hart LLP 
5441 Kietzke Lane, Suite 200  
Reno, NV 89511 Facsimile: 
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To: 
Accel Schools LLC 
Attn: Chief Operating Officer 
1650 Tysons Boulevard, Suite 600 
McLean, VA 22102 
 
And legal@pansophiclearning.com 
 
With a copy to: 
Pansophic Learning US LLC 
Attn: General Counsel 
1650 Tysons Boulevard, Suite 600 
McLean, VA 22102 
 

13.7   Assignment. Neither Party may assign this Agreement without the prior written consent of 
the other Party (which consent shall not be unreasonably withheld). Notwithstanding the 
foregoing, Accel may, without prior written consent from or notice to the School, assign 
this Agreement to its Affiliates or in connection with a merger, acquisition, asset sale or 
corporate reorganization and may without the consent of the School, delegate the 
performance of but not responsibility for any duties and obligations of Accel hereunder to 
any Affiliate, independent contractors, experts or professional advisors.  

 
13.8   Amendment and Cumulative Effect. This Agreement will not be altered, amended, 

modified or supplemented except in a written document approved by the School and signed 
by both the Board president or other authorized officer of the School and an authorized 
officer of Accel. The rights and remedies of the Parties hereto are cumulative and not 
exclusive of the rights and remedies that they otherwise might have now or hereafter, at 
law, in equity, by statute or otherwise. 

13.9   Waiver and Delay.  Except to the extent that a Party hereto may have otherwise agreed 
in writing, no waiver by that Party of any condition of this Agreement or breach by the 
other Party of any condition of this Agreement or breach by the other Party of any of 
its obligations or representations hereunder or thereunder shall be deemed to be a 
waiver of any other condition or subsequent or prior breach of the same or any other 
obligation or representation by the other Party, nor shall any forbearance by a Party to 
seek a remedy for any noncompliance or breach by the other Party be deemed to be a 
waiver by the first Party of its rights and remedies with respect to such noncompliance 
or breach. 

13.10   Severability.  If any term, condition or provision of this Agreement is invalid, illegal or 
incapable of being enforced by any rule of law or public policy, all other terms, conditions 
and provisions of this Agreement shall nevertheless remain in full force and effect so long 
as the economic or legal substance of the transactions contemplated hereby is not affected 
in any manner adverse to either Party. Upon such determination that any term, condition 
or provision is invalid, illegal or incapable of being enforced, the Parties shall negotiate in 
good faith to modify this Agreement so as to effect the original intent of the Parties as 
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closely as possible in an acceptable manner to the extent that the transactions contemplated 
hereby are fulfilled to the extent possible. 

13.11   Assertion of Claims. No Party shall bring any claim relating to this Agreement beyond one 
year after the date on which the Party became aware, or should reasonably have become 
aware, of the facts giving rise to any alleged liability of the other Party and, in any event, 
no later than two (2) years after (a) the last day of the Term, or (b) the earlier termination 
of this Agreement for any reason. The provisions of the preceding sentence shall not apply 
to claims for payment of amounts due under the “Fees” Section of this Agreement or loans. 

13.12   Injunctive Relief and Dispute Resolution. 
(a) Injunctive Relief. The School acknowledges that the covenants set forth in Sections “Non-

Solicitation/Non-Hiring”, “Proprietary Information and Ownership”, “License”, and
“Confidentiality and Non-Disclosure” above are reasonable in scope and content and
necessary to protect Accel and its business interests. The School understands and agrees that
the breach or threatened breach of Sections “Non-Solicitation/Non-Hiring”, “Proprietary
Information and Ownership”, “License”, and
“Confidentiality and Non-Disclosure” of this Agreement would give rise to the aggrieved
Party suffering irreparable harm which harm would be inadequately compensable in money
damages. Accordingly, in addition to any other remedies available to it, the aggrieved Party
shall be entitled to a restraining order and/or an injunction prohibiting the breach or
threatened breach of any provision, requirement or covenant of this Agreement, without
the requirement of posting a bond, in addition to and not in limitation of any other legal
remedies which may be available. In addition, the Parties agree that issues jeopardizing
student health, safety, welfare, or other similar issues of imminent importance for the
continuance of the School’s operations, may give rise to the School suffering irreparable
harm. Accordingly, in addition to any other remedies available to it, the School shall be
entitled to seek a restraining order and/or injunctive relief to prevent any such harm.

(b) Dispute Resolution Procedure. The Parties agree that they will attempt in good faith to
settle any and all disputes arising in connection with this Agreement amicably in the
ordinary course of business. If a dispute is not resolved in the ordinary course of business,
the aggrieved Party will submit its dispute in writing to the Board’s president and Accel’s
Chief Operating Officer or equivalent who shall have ten (10) business days to seek
resolution of the matter. The dispute resolution procedures described herein will be deemed
complete upon the earlier to occur of the following:

(i) the Parties mutually agree in writing to discontinue the dispute resolution
procedures herein; and

(ii) the relevant dispute is not resolved within the time periods provided herein.
(c) Arbitration. Subject to the provisions of Sections 13.12(a) and 13.12(d), any dispute

arising out of or relating to this Agreement, including but not limited to the breach,
termination or validity hereof, shall be settled by confidential, binding arbitration in
accordance with the rules of JAMS with an arbitration panel consisting of a single
arbitrator. The need for and scope of formal discovery will be determined by agreement of
the Parties or, if the Parties are unable to agree, the arbitrator. The arbitrator will render an
opinion/award within thirty (30) days from the date of the hearing, and the opinion/award
shall be written and include findings of fact and conclusions of law. The arbitration will be
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governed by the Federal Arbitration Act, 9 U.S.C. §§ 1-16, and judgment upon the award 
rendered by the arbitration panel may be entered by any court having jurisdiction thereof. 
The arbitrator is not empowered to award any damages or losses described in the 
“Limitations of Liability” Section and each Party expressly waives and foregoes any right 
to the damages or losses. 

(d) Exceptions. Notwithstanding anything else in this Agreement, claims for monies due
and claims for injunctive relief as provided for in Section 13.12(a) above, and/or claims
for grant or financial assistance reimbursement due may at either Party's option be
brought separately and immediately in a court of competent jurisdiction or pursued
through arbitration as set forth above.

(e) Shared Fees and Expenses. The fees and expenses of the arbitration panel should be shared
equally by the Parties before the arbitration award is made. The arbitration award shall
require the Party which does not prevail in the arbitration to reimburse the prevailing Party
for the one half of the fees and expenses of arbitration panel paid by the prevailing Party.

13.13  Survival on Termination or Expiration. The following Articles and/or Sections shall 
survive termination or expiration of this Agreement: Consideration and Supplemental 
Programs (to the extent they relate to amounts owing for periods through the expiration or 
termination of this Agreement); Non-Solicitation/Non-Hiring; Termination of Agreement 
(to the extent they relate to obligations after expiration and termination); Proprietary 
Information, Ownership and License; Indemnification and Limitations of Liabilities; 
Confidentiality and Non-Disclosure; Interpretation, Sole Agreement and Third Party 
Beneficiaries; Governing Law, Jurisdiction and Waiver of Jury Trial; Construction; 
Counterparts; Notices; Assignment; Amendment and Cumulative Effect; Waiver and 
Delay; Severability; Assertion of Claims; Injunctive Relief and Dispute Resolution; 
Survival on Termination or Expiration; payment obligations and any provision that, based 
on its nature, should survive.  

IN WITNESS WHEREOF, the undersigned have executed this Agreement as of the date 
and year first above written.  

Accel Online West LLC Virtual Preparatory Academy of  
Nevada  

By:  By:  

Name:  Name:  

Title:  Title:  
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Exhibit A - Service Evaluation 
Check the appropriate box next to the performance level and provide comments when needed. 

Academics 
Responsibilities:  Provide curriculum, assessments, and instructional tools, aligned to Nevada Academic Content 
Standards, for teachers to deliver instruction, provide interventions, and monitor the results of those interventions. 
☐ UNABLE TO RATE THIS CATEGORY

Does Not Meet ☐ Approaches ☐ Meets ☐ Exceeds ☐
Accel curriculum is 70% 
aligned to state standards and 
staff have few resources to 
instruct, assess, intervene, 
and monitor student 
progress.  

Accel curriculum is 75% 
aligned to the Nevada 
Academic Content 
Standards, including both 
the Common Core 
Academic Standards and 
the Next Generation 
Science standards, and staff 
have multiple resources to 
instruct, assess, intervene, 
and monitor student 
progress. 

Accel curriculum is 85% 
aligned to the Nevada 
Academic Content 
Standards, including both 
the Common Core Academic 
Standards and the Next 
Generation Science 
standards, and staff have 
multiple resources to 
instruct, assess, intervene, 
and monitor student 
progress. 

Accel curriculum is 
100% aligned to the 
Nevada Academic 
Content Standards, 
including both the 
Common Core Academic 
Standards and the Next 
Generation Science 
standards, and staff have 
multiple resources to 
instruct, assess, 
intervene, and monitor 
student progress.  

Comments: 
 

Responsibilities:  Provide data tools and reports for adequately monitoring student attendance and engagement per 
state law 
☐ UNABLE TO RATE THIS CATEGORY

Does Not Meet  ☐ ☐ Approaches  ☐ Meets  ☐ Exceeds  ☐
Accel data tools and reports 
are limited and do not allow 
staff to monitor student 
attendance and engagement. 

Accel data tools and 
reports provide accurate 
attendance and student 
engagement data, but 
additional tools are 
needed for effective 
monitoring. 

Accel data tools and 
reports meet requirements 
to adequately monitor 
student engagement and 
attendance.   

Accel provides the school 
with numerous data tools 
and reports to accurately 
and effective monitor 
student attendance and 
promote high levels of 
engagement. 

Comments: 

Responsibilities:  Ensure compliance with state-required assessments including: a) ensuring all state assessments are 
administered and students participate; and b) ensuring the school has a state-approved test security plan and provides 
required written notifications to parents/guardians, students, and staff. 
☐ UNABLE TO RATE THIS CATEGORY

Does Not Meet ☐ Approaches ☐ Meets ☐ Exceeds ☐
Student state testing 
participation rate is 85% 
or less and the school fails 
to adhere with state 
testing compliance.  

Student state testing 
participation rate is greater 
than 85% and less than 95% 
and the school adheres with 
all state testing compliance 
requirements. 

Student state testing 
participation rate is 95% and 
the school adheres with all 
state testing compliance 
requirements. 

Student state testing 
participation rate is 96% or 
higher and the school 
adheres with all state 
testing compliance 
requirements. 

Comments: 
  

  Responsibilities:  Ensure parents/guardians are engaged in supporting their students in the learning process.   
☐ UNABLE TO RATE THIS CATEGORY

Does Not Meet  ☐  Approaches  ☐ Meets  ☐ Exceeds  ☐
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69% or fewer new 
parents/guardians complete 
their orientation course 
within the first month of 
school starting. 

70-79% of new
parents/guardians
complete their orientation
course within the first
month of school starting.

80-89% of new
parents/guardians
complete their orientation
course within the first
month of school starting.

90% or more of new 
parents/guardians 
complete 
their orientation course 
within the first month of 
school starting. 

Comments: 
 

Teacher Recruitment and Professional Development 
Responsibilities: Track and advertise job openings for the School. 
☐ UNABLE TO RATE THIS CATEGORY

Does Not Meet ☐ Approaches ☐ Meets ☐ Exceeds ☐
Job openings are inconsistently 
posted to recruiting platform(s). 
No attempt at communication 
with School site administration is 
made by the recruitment 
representative. Job openings 
posted are consistently out of date 
or inaccurate. 

Job openings are posted to 
recruiting platform(s) 
within a sufficient amount 
of time. Recruitment 
representative makes an 
attempt to communicate 
with the School site to 
update openings. 

Job openings are 
consistently and accurately 
posted to recruiting 
platform(s) within 12-24 
hours of notification of the 
job opening. Recruitment 
representative consistently 
communicates with School 
site administration to 
ensure job openings are up 
to date. 

Without fail, job 
openings are 
accurately posted to 
recruiting 
platform(s) within 
12 hours of 
notification of the 
job opening. 
Recruitment 
representative 
initiates consistent 
communication with 
School site 
administration 
regarding open 
positions and 
frequently sends 
prospective 
candidates to 
School 
administration as 
appropriate. 

Comments: 

Responsibilities: Provide timely upfront and ongoing teacher professional development on topics related to curriculum, 
assessment, use of data to personalize instruction, use of the learning systems, student supports including RTI process, 
student engagement, school policies and procedures, mandatory reporting and student safety, among other topics. 
☐ UNABLE TO RATE THIS CATEGORY

Does Not Meet ☐ Approaches ☐ Meets ☐ Exceeds ☐
Initial training is not timely and 
fails to cover the required topics 
for teachers.  Staff input is not 
considered for ongoing 
professional development. 

Initial training is delivered 
on time prior to the start of 
school covering most of the 
required topics.   Ongoing 
professional development 
is delivered based on some 
staff input. 

Initial training is delivered 
on time prior to the start of 
school and covers all of the 
required topics.   Staff is 
surveyed regularly to 
establish ongoing 
professional development 
needs and training is 
delivered in a timely 
manner. 

Initial training is 
delivered on time 
prior to the start of 
school and covers all 
of the required topics.   
Staff is surveyed 
regularly to establish 
ongoing professional 
development needs, 
each staff member has 
an individual training 
plan, and ongoing 
training is delivered 
in a timely manner.  
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Communities are 
established to further 
staff development. 

Comments: 

Board Support 
Responsibilities: Staff coordinates Board meeting dates, times, and locations. 
☐ UNABLE TO RATE THIS CATEGORY

Does Not Meet ☐ Approaches ☐ Meets ☐ Exceeds ☐
No communication is 
provided regarding Board 
meeting dates, times, and 
locations. 

Staff demonstrates 
reasonable efforts to 
communicate with the 
Board, but provides 
inconsistent or inaccurate 
communication regarding 
Board meeting dates, times, 
and locations. 

Staff provides consistent and 
accurate communication 
regarding Board meeting 
dates, times, and locations. 
Quorum confirmation is 
always ensured. 

Staff provides highly 
consistent and accurate 
communication to all parties 
regarding Board meeting 
dates, times, and locations, 
including calendar invites 
and reminders. 

Comments: 

Responsibilities: Staff is responsible for working for feedback on items to be added to the agenda. Staff is responsible 
for ensuring timely posting of agendas to designated locations as required by Nevada’s Open Meeting Law (NRS Chapter 
241). 
☐ UNABLE TO RATE THIS CATEGORY

Does Not Meet ☐ Approaches ☐ Meets ☐ Exceeds ☐
Staff provides no 
communication during 
preparation of Board 
meeting agendas. Staff does 
not comply with Nevada’s 
Open Meeting Law, and 
deadlines are often missed. 

Staff occasionally 
provides 
communication 
regarding items to 
be placed on the 
agenda. Staff 
occasionally 
complies with 
Nevada’s Open 
Meeting Law and 
required deadlines. 

Without fail Staff 
works to ensure that 
necessary items of 
importance are placed 
on each agenda. Staff 
diligently works to 
comply with Nevada’s 
Open Meeting Law and 
consistently meets 
required deadlines. 

Staff provides a high level 
of service, consistently 
communicating to ensure 
all necessary and/or 
required items are placed 
on the agenda for Board 
consideration. Staff always 
ensures that all posting 
requirements are met per 
Nevada’s Open Meeting 
Law; Staff ensures 
transparency to the system 
community by providing 
agenda access in additional 
locations. Comments: 
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Responsibilities: Staff gathers, prepares, and distributes support materials. Staff prepares all required documents and 
equipment for use during Board meetings. 
☐ UNABLE TO RATE THIS CATEGORY

Does Not Meet ☐ Approaches ☐ Meets ☐ Exceeds ☐
There is a lack of proper 
support materials prior to 
Board meetings. Room, 
documents, and equipment 
are not prepared for Board 
meetings. 

Timely distribution of 
support materials prior to 
Board meetings is 
inconsistent. Staff 
demonstrates some effort 
to prepare the Board for 
meetings, including 
providing necessary 
equipment and meeting 
materials.  

Staff prepares and 
distributes accurate 
support materials in 
advance of Board meetings, 
allowing Board members to 
properly prepare prior to 
the meetings. Rooms, 
documents, and equipment 
are consistently prepared 
in advance of Board 
meeting time, allowing 
meetings to begin on time 
and run efficiently. 

Staff provides highly 
effective support materials, 
which are prepared and 
distributed in a timely 
manner to allow Board 
members ample time for 
preparation. In an effort to 
provide transparency, Staff  
works without fail to ensure 
Stakeholders and the public 
have access to Board 
meeting support materials. 

Comments: 

Responsibilities: Preparation of Board meeting minutes in a timely manner in compliance with Nevada’s Open Meeting 
Law. 
☐ UNABLE TO RATE THIS CATEGORY

Does Not Meet ☐ Approaches ☐ Meet s ☐ Exceeds ☐
Staff does not prepare 
accurate Board meeting 
minutes, resulting in a 
violation of Nevada’s Open 
Meeting Law. 

Staff demonstrates 
reasonable efforts to 
ensure compliance with 
Nevada’s Open Meeting 
Law, but inconsistently 
prepares accurate Board 
meeting minutes. 
Prepared minutes contain 
errors and/or typos. 

Staff prepares accurate 
Board meeting minutes, 
resulting in effective 
follow up on future 
agenda items. Staff 
distributes minutes in 
accordance with 
Nevada’s Open Meeting 
Law. 

Staff consistently and 
expertly prepares minutes, 
capturing necessary 
elements of each Board 
meeting, allowing for an 
accurate depiction the 
meeting. As minutes are 
prepared, staff ensures that 
any item request and/or 
items of concern are noted 
for discussion with System 
Leaders for future agendas. 
Minutes are always posted 
in compliance with 
Nevada’s Open Meeting 
Law. 

Comments: 

Finance – Accounting 
Responsibilities: Budget to actuals are provided to the Board and School Leader in order to make timely and accurate 
decisions. 
☐ UNABLE TO RATE THIS CATEGORY

Does Not Meet ☐ Approaches ☐ Meets ☐ Exceeds ☐
Budget to actuals are never 
provided accurately or 
timely to the Board. No 
explanations or accounting 
for inconsistencies or 
discrepancies are provided. 

Reasonable but 
inconsistent efforts to 
meet deadlines for 
providing budget to 
actual comparisons. 
Reports lack details as 
to what makes up the 
differences, if 
applicable. 

Consistently provides 
timely budget to actuals to 
allow for review and 
development of questions 
at or prior to Board 
meetings. Able to provide 
details and supporting 
explanations (when 
necessary) accounting for 
differences. 

Consistently and without fail 
provides timely, accurate, 
budget to actual comparisons, 
and consistently provides 
expert knowledge of the 
financials, including detailed 
and thorough explanations as 
to any inconsistencies or 
discrepancies. 

Comments: 
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Responsibilities: Submit State reports on time and ensures schools are meeting required State/federal guidelines for 
use of funds. 
☐ UNABLE TO RATE THIS CATEGORY

Does Not Meet ☐ Approaches ☐ Meets ☐ Exceeds ☐
Consistently late on 
submission of State reports. 
Never communicates with 
the Board or School about 
new or existing required 
guidelines for the use of 
funds. 

Inconsistent submission of 
reports on time. Minimal 
or inaccurate 
communication to the 
Board and School about 
guidelines for the use of 
funds. 

Reports are timely 
submitted and are accurate. 
Staff keeps Board and School 
up to date and informed 
through detailed 
explanations on guidelines 
for the use of funds. 

Without fail, all reports are 
submitted on time and 
accurately. Board and School 
are kept up to date and 
informed about guidelines 
for use of funds and Staff 
provides detailed and 
thorough explanations about 
those 
guidelines. 

Comments: 

Finance – Accounts Payable 
Responsibilities: AP Clerk answers all questions in a timely manner and provides constant guidance. 
☐ UNABLE TO RATE THIS CATEGORY

Does Not Meet ☐ Approaches ☐ Meets ☐ Exceeds ☐
AP Clerk does not respond 
to questions and 
consistently fails to 
respond to requests for 
assistance. 

AP Clerk will occasionally 
respond to questions and 
provides moderate support 
and guidance. 

AP Clerk consistently and 
actively addresses inquiries 
effectively and within a 
reasonable amount of time 
(1 business day). Accounts 
Payable offers help and 
guidance when it is 
requested. 

AP Clerk regularly takes the 
initiative to ask if the School 
is experiencing any 
problems, offers solutions 
and is highly consistent in 
providing guidance on 
policies and procedures. 

Comments: 

Responsibilities: AP Clerk makes payments to vendors in a timely manner. 
☐ UNABLE TO RATE THIS CATEGORY

Does Not Meet ☐ Approaches ☐ Meets ☐ Exceeds ☐
AP Clerk makes little to no 
attempt to pay vendors on 
time resulting in late fees, 
cancellation of orders, 
interruptions of service and 
numerous payment status 
inquiries from vendors. 

AP Clerk pays vendors on 
time, with minimal or 
inadvertent service 
interruptions that do not 
result in late fees or 
cancellation of orders. 

AP Clerk consistently, 
attentively, and effectively 
processes payments on 
time, preserving positive 
relationships with vendors 
and improving credit 
ratings. 

Without fail, AP Clerk 
exceeds expectations by 
demonstrating a high turn- 
around time when 
processing payments in an 
attentive and effective 
manner. 

Comments: 

Responsibilities: AP Clerk efficiently handles vendor inquiries, credit applications, adding/removing users from current 
accounts, obtains proper authorization before payments being made according to Financial Policies & Procedures. 
☐ UNABLE TO RATE THIS CATEGORY

Does Not Meet ☐ Approaches ☐ Meets ☐ Exceeds ☐
AP Clerk makes no attempt 
to handle vendor inquiries, 
credit applications, 
adds/removes users from 
current accounts and does 
not guide me to follow 
Financial Policies & 
Procedures. 

AP Clerk makes a moderate 
effort to handle vendor 
inquiries, credit 
applications, adds/removes 
users from current 
accounts and sometimes 
guides me to follow 
Financial Policies & 
Procedures. 

AP Clerk consistently and 
effectively handles vendor 
inquiries, credit 
applications, adds/removes 
users from current 
accounts and advises me to 
follow Financial Policies & 
Procedures. 

AP Clerk exceeds 
expectations in 
consistently and effectively 
handling vendor inquiries, 
credit applications, 
adding/removing users 
from current accounts and 
always guides me to follow 
Financial Policies & 
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Comments: 

Finance – Budgets 
Responsibilities: Prepare draft budgets that are realistic and keep the School compliant with State debt and financing 
requirements. 
☐ UNABLE TO RATE THIS CATEGORY

Does Not Meet ☐ Approaches ☐ Meets ☐ Exceeds ☐
No communication or 
inaccurate communication 
with the School when 
prepared. 
Budgets are unrealistic and 
do not take into 
consideration the needs of 
the School. Budget would 
not meet the State financial 
framework or debt 
covenants. 

Minimal communication of 
the budget. Budgets are 
shared with little 
explanation. but takes into 
consideration the needs of 
the School. Options are not 
readily explored with the 
School and inquiries are 
not sufficiently addressed. 

The Budget takes into 
account the needs of the 
School and is communicated 
with the School. Budget 
provisions are thoroughly 
and accurately explained. 
Options are presented when 
requested. The Budget is 
realistic and meets the State 
and debt covenants. 

The Budget takes into 
account the needs of the 
School, and is explained 
thoroughly and accurately 
to the School. The School 
has a good understanding 
of the Budget . Different 
options are presented and 
explained to the School 
when requested. The 
Budget meets  all required 
State and debt covenants. 

Comments: 

Responsibilities: Submit State reports on time and ensures schools are meeting required State/federal guidelines for 
use of funds. 
☐ UNABLE TO RATE THIS CATEGORY

Does Not Meet ☐ Approaches ☐ Meets ☐ Exceeds ☐
Consistently late on 
submission of State reports. 
Never communicates with 
the Board or School about 
new or existing required 
guidelines for the use of 
funds. 

Inconsistent submission of 
reports on time. Minimal 
or inaccurate 
communication to the 
Board and School about 
guidelines for the use of 
funds. 

Reports are timely submitted 
and are accurate. Staff keeps 
Board and School up to date 
and informed through 
detailed explanations on 
guidelines for the use of 
funds. 

Without fail, all reports are 
submitted on time and 
accurately. Board and 
School are kept up to date 
and informed about 
guidelines for use of funds 
and Staff provides detailed 
and thorough explanations 
about those 
guidelines. 

Comments: 

Community Outreach & 
Enrollment Services 

Responsibilities: Marketing activities reflect an intentional focus on attracting students attending 1 & 2 star 
performing schools while being inclusive of all other interested families., i.e., regular education, special 
education, English Language Learners, etc.  All marketing tactics (search engine, social media, TV/Radio, etc.) will 
be geo-targeted to the areas of NV where 1 and 2 star performing schools are located.   
☐ UNABLE TO RATE THIS CATEGORY

Does Not 
Meet 

☐ Approaches ☐ Meets Exceeds          ☐

Does not provide reports 
or visibility into the 
demographics of students 
provided. 

Annual reports on 
student demographics 
(location, free and 
reduced lunch status) 
that show targeting of 
students from these 
districts.   

Monthly reports on 
student demographics 
(location, free and 
reduced lunch status) 
that show targeting of 
students from these 
districts.   

Monthly reports on student 
demographics (location, free 
and reduced lunch status) 
that show successful 
targeting of students from 
these districts.   
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Procurement 
Responsibilities: Work with the School leadership to obtain quotes, create purchase orders, and place orders for 
curriculum, furniture and equipment based upon the School’s requests and needs, while making sure to maintain their 
allotted budget. 
☐ UNABLE TO RATE THIS CATEGORY

Does Not Meet ☐ Approaches ☐ Meets  ☐ Exceeds ☐

Requests from the 
school office manager 
or Principal are not 
addressed and/or 
meaningful attempt to 
assist in purchasing the 
materials is not made. 

Most requests are 
fulfilled in a sufficient 
manner. Requests 
occasionally take an 
unacceptable length of 
time to be fulfilled. 

Quotes are consistently 
obtained and orders 
placed in a timely 
manner. 
Suggestions are 
provided for materials 
that will meet the needs 
and requirements. 

Expert or high level of service is 
provided in fulfilling requests from 
School staff. Records of prior year 
purchases are kept and accessible for 
reference. Any order issues that are 
communicated are immediately 
forwarded to the school. 

Registration 
Responsibilities: Manage lottery database and communication in accordance with applicable Nevada statutes and 
administrative regulations. 
☐ UNABLE TO RATE THIS CATEGORY

Does Not Meet ☐ Approaches ☐ Meets ☐ Exceeds ☐
Rarely sends acceptances or 
monitors databases. Rarely 
updates waitlists. Does not 
assist with needed phone 
communication. Rarely 
responds in a professional 
and timely manner. 

Often sends out 
acceptances when 
reminded. Often maintains 
waitlists. Makes phone calls 
as needed within a week. 
Often responds in a 
professional and timely 
manner with occasional 
failure to do so. 

Consistently sends out 
acceptances when asked. 
Waitlists and lotteries 
consistently maintained as 
asked. Makes phone calls as 
needed or requested within 
72 hours. Consistently 
responds in a professional 
and timely manner. 

Always monitors numbers 
and send out acceptances 
as needed. Establish and 
maintains accurate and up- 
to-date waitlists. Makes 
phone calls as needed or 
requested within 24 hours. 
Always responds in a 
professional and timely 
manner. 

Comments: 

Responsibilities: Manage Information for Annual Enrollment Audit, attend and assist during in-person DOE audit 
processes. 
☐ UNABLE TO RATE THIS CATEGORY

Does Not Meet ☐ Approaches ☐ Meets ☐ Exceeds ☐
No audit preparation 
guidance or assistance 
provided. 
No training provided for 
reporting procedures. 

Audit assistance provided 
in person but no 
preparation materials 
provided. 
Only provides training for 
new processes and does not 
review currently used 
procedures. 

Consistently provides 
information for audit 
preparation with guidance. 
Person on-site to assist as 
needed. Provides training 
for reporting procedures 
and new processes when 
asked. 

Without fail, information 
for audit preparation 
provided with individual 
guidance. Full participation 
assistance provided during 
attendance audit. Provides 
continual, on-going 
assistance and training for 
reporting procedures and 
new processes. 

Comments: 

Responsibilities: Manage Infinite Campus Census and Attendance information and assist in accurate monthly and 
quarterly attendance reporting. 
☐ UNABLE TO RATE THIS CATEGORY

Does Not Meet ☐ Approaches ☐ Meets ☐ Exceeds ☐
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Rarely provides up-to-date 
State-required attendance 
reporting procedures and 
codes. Rarely provides 
assistance with Campus 
Census procedures such as 
building households, ad 
hocs, attendance coding, 
immunizations, flags, 
enrollments and 
withdrawals. 

Often, but with 
occasional failure, 
provides up- to-date 
State required 
attendance reporting 
procedures and codes. 
Often, but with occasional 
failure, provides assistance 
with Campus Census 
procedures such as 
building households, ad 
hocs, attendance coding, 
immunizations, flags, 
enrollments and 
withdrawals. 

Consistently provides up- 
to-date State-required 
attendance reporting 
procedures and codes. 
Consistently provides 
assistance with Campus 
Census procedures such as 
building households, ad 
hocs, attendance coding, 
immunizations, flags, 
enrollments and 
withdrawals. 

Always provides up-to-date 
State-required attendance 
reporting procedures and 
codes. Always provides 
assistance with Campus 
Census procedures such as 
building households, ad 
hocs, attendance coding, 
immunizations, flags, 
enrollments and 
withdrawals. 

Comments: 

State Reporting 
Responsibilities: Works with each school system, responsible party and/or ACCEL departments to gather necessary 
information to ensure information or required items are submitted timely and accurately. When questions arise, staff 
works with the Authority and/or Department of Education to gain clarification on information requested and works to 
ensure that all systems receive a clear explanation of requirements. Assists parties in completing reports, etc. as 
requested. Works with necessary party to obtain an extension, if necessary. 
☐ UNABLE TO RATE THIS CATEGORY

Does Not Meet ☐ Approaches ☐ Meets ☐ Exceeds ☐
Staff does not provide 
assistance to ensure the 
timely and accurate 
submission of items or 
information. Staff shows 
minimal effort and/or 
initiative to work to gain 
additional information when 
questions arise. 

Staff at times will work to 
facilitate the gathering of 
information or items for 
submission. Staff 
inconsistently attempts to 
gather additional 
information from various 
agencies, however, little 
follow-up takes place in this 
regard. Staff shows 
moderate effort to address 
questions, meet deadlines, 
and otherwise respond to 
concerns. 

Staff regularly works with 
systems or necessary staff 
to gather the required 
information or items for 
submission. Staff offers to 
be of any assistance to 
those persons, whether to 
gather information 
independently or to work 
with others. Staff 
frequently works with 
other agencies to obtain 
additional guidance when 
needed, and demonstrates 
sufficient effort to address 
questions, meet deadlines, 
and otherwise respond to 
concerns. 

Staff provides a high level 
of service in working with 
each system to ensure 
timely and accurate 
submission of information. 
When questions arise that 
Staff cannot answer, Staff 
diligently works with other 
agencies to obtain 
additional guidance when 
needed and provides follow 
up when additional 
information is not received. 
Staff offers assistance at all 
times to help with data 
compilation or collection of 
documents to ensure 
proper compliance. 

Comments: 
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Responsibilities: Submission of all documents related to reimbursement under grant funding. Maintain thorough and 
accurate records to ensure that all items are submitted timely and accurately, in order to ensure the proper 
reimbursement to the system. Responsible for assisting with revised grant budgets, when the need arises. Assist with any 
questions either the system, ACCEL departments or various agency departments might have regarding reimbursements 
submitted and projections of future grant spending. 
☐ UNABLE TO RATE THIS CATEGORY

Does Not Meet ☐ Approaches ☐ Meets ☐ Exceeds ☐
Staff does not maintain 
accurate and appropriate 
grant reimbursement 
records and does not meet 
reimbursement request 
deadlines. Staff is not in 
communication with 
agencies regarding grant- 
funding questions. Staff 
does not assist the system 
with budget revisions. 

Staff maintains minimal 
records, which at time leads 
to inaccurate or late 
information being 
submitted. Staff works 
sparsely with other 
department or systems 
regarding grant 
reimbursement questions 
or the revisions to grant 
budgets. Staff does not 
interact on a regular basis 
with various agencies 
inquiring about spending 
projections. 

Staff consistently maintains 
thorough records and files 
with regard to each grant a 
system is awarded, 
allowing for a streamlined 
process to ensure timely 
and accurate submissions. 
Staff works with all systems 
to modify grant budgets, as 
the need arises. Staff works 
with all agencies that have 
questions regarding grant 
reimbursements or other 
grant related questions. 

Staff diligently works to 
ensure that all grant 
reimbursement files are 
complete and accurate, 
resulting in consistently 
timely and accurate 
reimbursement submissions. 
Staff frequently works with 
systems to ensure that any 
budget modifications needed 
are updated and submitted 
to the state for approval. 
Staff consistently follows up 
with the State on any 
questions they might have 
regarding the revisions, as 
well as the status of a 
submitted revision. Staff has 
built a strong working 
relationship with the various 
agencies in which 
reimbursement requests are 
submitted, in order to 
ensure any information 
needed is provided, resulting 
in timely reimbursement 
processing. 

Comments: 
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Building IRN Building Name

Performance 

Index Score 

2017-18

Performance 

Index Score 

2016-17

Performance 

Index Score 

2015-16

013254 Akron Preparatory School 56.502 57.89 67.042

143396 Alternative Education Academy 58.914 63.785 60.562

012684 Broadway Academy 61.875 39.346 44.646

013255 Canton College Preparatory School 64.069 65.272 61.961

007995 Cleveland Arts and Social Sciences Academy 62.338 79.389 78.639

012010 Cleveland College Preparatory School 60.718 63.341 65.95

013199 Cleveland Preparatory Academy 48.403 63.803 64.186

000557 Columbus Arts & Technology Academy 76.814 81.637 76.667

011468 Columbus Bilingual Academy-North 55.444 68.299 55.648

000553 Columbus Humanities, Arts and Technology Academy 73.137 68.152 61.575

133439 Cornerstone Academy Community School 91.829 90.916 87.51

014187 East Academy 53.823 53.43 57

015713 Wright Prep Academy 41.226 45.725 NC

015712 Euclid Preparatory School 50.656 NC NC

009192 Foundation Academy 72.345 79.982 73.294

142968 Hope Academy Northcoast 53.179 47.967 50.972

000575 Hope Academy Northwest Campus 78.028 62.955 58.333

013132 Lake Erie College Preparatory School 45.195 49.291 46.239

014065 Lincoln Park Academy 61.457 60.395 43.937

008000 Lorain Preparatory Academy 66.229 66.387 66.374

008064 Monroe Preparatory Academy 58.952 NC NC

011923 Northeast Ohio College Preparatory School 58.16 60 66.739

013253 Ohio College Preparatory School 60.566 58.066 51.949

133678 Riverside Academy 51.875 60.185 52.828

016829 South Columbus Preparatory Academy 96.471 NC NC

012644 STEAM Academy of Warren 61.523 56.667 51.095

013147 STEAM Academy of Warrensville Heights 52.051 65.148 56.649

012541 University of Cleveland Preparatory School 58.243 57.112 55.63

014189 West Park Academy 60.708 57.098 46.817

007984 Youngstown Academy of Excellence 63.444 60.185 57.305

Attachment 23: Academic Performance Page 308



Building Name

Performance 

Index Percent 

2017-18

Letter Grade of 

Performance 

Index

Percent of 

Students Not 

Tested

Percent of 

Students 

Limited

Percent of 

Students Basic

Percent of 

Students 

Proficient

Percent of 

Students 

Accelerated

Percent of 

Students 

Advanced

Akron Preparatory School 47.1 F 0 50.2 23.8 16.1 8.1 1.8

Alternative Education Academy 49.1 F 3.5 43.4 22 19.7 7.3 4.1

Broadway Academy 51.6 D 0 35.4 36.5 18.8 6.3 3.1

Canton College Preparatory School 53.4 D 0 40.7 24.2 16.5 14.7 3.9

Cleveland Arts and Social Sciences Academy 51.9 D 0 38.8 30.8 17.5 8 4.9

Cleveland College Preparatory School 50.6 D 1.7 39.9 28 18.1 9.4 3

Cleveland Preparatory Academy 40.3 F 0.8 59.7 24.4 8.4 5.9 0.8

Columbus Arts & Technology Academy 64 D 0 22.9 25.5 29 14.9 7.7

Columbus Bilingual Academy-North 46.2 F 0 52.9 22.4 14.3 6.6 3.9

Columbus Humanities, Arts and Technology Academy 60.9 D 0.5 27.2 25.8 24.2 15.4 7

Cornerstone Academy Community School 76.5 C 0 10.8 16.4 31.4 23.2 18.2

East Academy 44.9 F 0 57.6 19.4 9.7 7.5 5.8

Wright Prep Academy 34.4 F 0 75.5 15.1 8.5 0.9 0

Euclid Preparatory School 42.2 F 0.5 57.9 23 12 3.8 2.7

Foundation Academy 60.3 D 0 27.5 27.9 23.5 14.5 6.6

Hope Academy Northcoast 44.3 F 0.5 53.3 24.5 15.5 4.6 1.6

Hope Academy Northwest Campus 65 D 0.6 20.8 25.3 28.6 16.7 8.1

Lake Erie College Preparatory School 37.7 F 2.9 60.1 25.3 9.1 2.3 0.3

Lincoln Park Academy 51.2 D 0 42.1 27.2 16.5 10.2 3.9

Lorain Preparatory Academy 55.2 D 0 35.9 26.1 24.3 9.7 4

Monroe Preparatory Academy 49.1 F 0 48.6 21.9 16.2 9.5 3.8

Northeast Ohio College Preparatory School 48.5 F 0.2 45.8 26.7 20 4.2 3.1

Ohio College Preparatory School 50.5 D 1.3 42.9 24.8 16.2 11.3 3.5

Riverside Academy 43.2 F 0.3 59.4 18.2 14.8 4.8 2.6

South Columbus Preparatory Academy 80.4 B 0 5.9 17.6 23.5 29.4 23.5

STEAM Academy of Warren 51.3 D 0.5 43.7 23.4 17.3 11.2 4.1

STEAM Academy of Warrensville Heights 43.4 F 1 56.4 21 12.8 7.7 1

University of Cleveland Preparatory School 48.5 F 0 48.1 24 16.5 7.8 3.6

West Park Academy 50.6 D 0 43.1 27.1 17.2 8.3 4.3

Youngstown Academy of Excellence 52.9 D 0 45 18.5 16.6 15.9 4
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Building Name

Percent of 

Students 

Advanced Plus

Gifted 

Performance 

Index Score 

2017-18

Gifted 

Performance 

Index Percent 

2017-18

Percent of 

Gifted Students 

Not Tested

Percent of 

Gifted Students 

Limited

Percent of 

Gifted Students 

Basic

Percent of 

Gifted Students 

Proficient

Akron Preparatory School 0 NC NC NC NC NC NC

Alternative Education Academy 0 NC NC NC NC NC NC

Broadway Academy 0 NC NC NC NC NC NC

Canton College Preparatory School 0 NC NC NC NC NC NC

Cleveland Arts and Social Sciences Academy 0 NC NC NC NC NC NC

Cleveland College Preparatory School 0 NC NC NC NC NC NC

Cleveland Preparatory Academy 0 NC NC NC NC NC NC

Columbus Arts & Technology Academy 0 NC NC NC NC NC NC

Columbus Bilingual Academy-North 0 NC NC NC NC NC NC

Columbus Humanities, Arts and Technology Academy 0 NC NC NC NC NC NC

Cornerstone Academy Community School 0 NC NC NC NC NC NC

East Academy 0 NC NC NC NC NC NC

Wright Prep Academy 0 NC NC NC NC NC NC

Euclid Preparatory School 0 NC NC NC NC NC NC

Foundation Academy 0 NC NC NC NC NC NC

Hope Academy Northcoast 0 NC NC NC NC NC NC

Hope Academy Northwest Campus 0 NC NC NC NC NC NC

Lake Erie College Preparatory School 0 NC NC NC NC NC NC

Lincoln Park Academy 0 NC NC NC NC NC NC

Lorain Preparatory Academy 0 NC NC NC NC NC NC

Monroe Preparatory Academy 0 NC NC NC NC NC NC

Northeast Ohio College Preparatory School 0 NC NC NC NC NC NC

Ohio College Preparatory School 0 NC NC NC NC NC NC

Riverside Academy 0 NC NC NC NC NC NC

South Columbus Preparatory Academy 0 NC NC NC NC NC NC

STEAM Academy of Warren 0 NC NC NC NC NC NC

STEAM Academy of Warrensville Heights 0 NC NC NC NC NC NC

University of Cleveland Preparatory School 0 NC NC NC NC NC NC

West Park Academy 0 NC NC NC NC NC NC

Youngstown Academy of Excellence 0 NC NC NC NC NC NC
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Building Name

Percent of 

Gifted Students 

Accelerated

Percent of 

Gifted Students 

Advanced

Percent of 

Gifted Students 

Advanced Plus

Akron Preparatory School NC NC NC

Alternative Education Academy NC NC NC

Broadway Academy NC NC NC

Canton College Preparatory School NC NC NC

Cleveland Arts and Social Sciences Academy NC NC NC

Cleveland College Preparatory School NC NC NC

Cleveland Preparatory Academy NC NC NC

Columbus Arts & Technology Academy NC NC NC

Columbus Bilingual Academy-North NC NC NC

Columbus Humanities, Arts and Technology Academy NC NC NC

Cornerstone Academy Community School NC NC NC

East Academy NC NC NC

Wright Prep Academy NC NC NC

Euclid Preparatory School NC NC NC

Foundation Academy NC NC NC

Hope Academy Northcoast NC NC NC

Hope Academy Northwest Campus NC NC NC

Lake Erie College Preparatory School NC NC NC

Lincoln Park Academy NC NC NC

Lorain Preparatory Academy NC NC NC

Monroe Preparatory Academy NC NC NC

Northeast Ohio College Preparatory School NC NC NC

Ohio College Preparatory School NC NC NC

Riverside Academy NC NC NC

South Columbus Preparatory Academy NC NC NC

STEAM Academy of Warren NC NC NC

STEAM Academy of Warrensville Heights NC NC NC

University of Cleveland Preparatory School NC NC NC

West Park Academy NC NC NC

Youngstown Academy of Excellence NC NC NC
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Building Name Student Group

ELA 3rd Grade 

2017-2018 % 

Proficient or above

Math 3rd Grade 

2017-2018 % 

Proficient or above

ELA 4th Grade 

2017-2018 % 

Proficient or above

Math 4th Grade 

2017-2018 % 

Proficient or above

Akron Preparatory School Disadvantaged 36.4 50 17.4 17.4
Alternative Education Academy Disadvantaged 36.4 37.5 43.9 17.1
Broadway Academy Disadvantaged 14.3 19 41.7 66.7
Canton College Preparatory School Disadvantaged 28.6 42.9 42.3 53.8
Cleveland Arts and Social Sciences Academy Disadvantaged 40.5 44.4 34.6 34.6
Cleveland College Preparatory School Disadvantaged 37 29.6 10 15
Cleveland Preparatory Academy Disadvantaged NC NC NC NC
Columbus Arts & Technology Academy Disadvantaged 58.7 73 54.8 14.3
Columbus Bilingual Academy-North Disadvantaged 35.3 47.1 27 37.8
Columbus Humanities, Arts and Technology Academy Disadvantaged 59.1 59.4 35.6 47.8
Cornerstone Academy Community School Disadvantaged 71.1 73.7 63.6 77.3
East Academy Disadvantaged 15.9 27.3 15 30
Wright Preparatory Academy Disadvantaged 9.5 4.8 NC NC
Euclid Preparatory School Disadvantaged NC NC NC NC
Foundation Academy Disadvantaged 50 39.5 51.2 55.8
Hope Academy Northcoast Disadvantaged 12.1 32.3 23.5 5.3
Hope Academy Northwest Campus Disadvantaged 57.9 81.1 50 70.6
Lake Erie College Preparatory School Disadvantaged 22.7 13.6 11.8 6.3
Lincoln Park Academy Disadvantaged 12.5 31.3 53.8 53.8
Lorain Preparatory Academy Disadvantaged 37.5 45.2 43.3 58.2
Monroe Preparatory Academy Disadvantaged 26.3 26.3 47.1 29.4
Northeast Ohio College Preparatory School Disadvantaged 23.8 40 25 11.8
Ohio College Preparatory School Disadvantaged 23.1 45.8 48.1 69
Riverside Academy Disadvantaged 26.1 27.3 39.3 17.9
South Columbus Preparatory Academy Disadvantaged NC NC NC NC
STEAM Academy of Warren Disadvantaged 36 33.3 38.5 23.1
STEAM Academy of Warrensville Heights Disadvantaged 22.6 25.8 52.9 18.8
University of Cleveland Preparatory School Disadvantaged 20 17.8 32.4 38.2
West Park Academy Disadvantaged 40 55 40 60
Youngstown Academy of Excellence Disadvantaged 26.7 53.3 NC NC
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Building Name

ELA 5th Grade 

2017-2018 % 

Proficient or above

Math 5th Grade 

2017-2018 % 

Proficient or above

Science 5th Grade 

2017-2018 % 

Proficient or above

ELA 6th Grade 

2017-2018 % 

Proficient or above

Math 6th Grade 

2017-2018 % 

Proficient or above

ELA 7th Grade 

2017-2018 % 

Proficient or above

Akron Preparatory School 54.5 9.1 45.5 17.6 23.5 16.7
Alternative Education Academy 37.3 10 31.3 24.6 11.3 43.8
Broadway Academy 10 20 40 NC NC NC
Canton College Preparatory School 61.1 16.7 11.1 27.8 16.7 36.4
Cleveland Arts and Social Sciences Academy 32 28 32 25 13 21.7
Cleveland College Preparatory School 42.3 23.1 19.2 46.7 41.4 39.4
Cleveland Preparatory Academy NC NC NC NC NC NC
Columbus Arts & Technology Academy 66.7 33.3 56.3 45.7 37 66.7
Columbus Bilingual Academy-North 35.7 3.6 17.9 17.6 12.1 NC
Columbus Humanities, Arts and Technology Academy 45.5 36.4 38.6 40 32.7 46.8
Cornerstone Academy Community School 73.7 57.9 73.7 60.7 67.9 79.2
East Academy 9.5 42.9 9.5 4.2 58.3 22.7
Wright Preparatory Academy 20 NC 20 NC NC NC
Euclid Preparatory School NC NC NC NC NC 8.3
Foundation Academy 51.5 36.4 48.5 45.7 45.7 33.3
Hope Academy Northcoast 30.3 15.2 25.8 29.2 12.5 19.2
Hope Academy Northwest Campus 69.6 60.9 63.6 27.6 51.7 50
Lake Erie College Preparatory School 3.8 NC 4 22.2 5.6 5.6
Lincoln Park Academy 52.4 19 47.6 35.7 14.3 27.3
Lorain Preparatory Academy 43.9 31.8 27.3 20.9 30.2 31
Monroe Preparatory Academy 27.3 18.2 27.3 NC NC NC
Northeast Ohio College Preparatory School 36.7 6.7 20.7 28.6 10.7 53.8
Ohio College Preparatory School 37 28.6 25.9 7.4 25.9 16.7
Riverside Academy 20 6.7 16.7 27.6 6.9 30
South Columbus Preparatory Academy NC NC NC NC NC NC
STEAM Academy of Warren 50 20 30 38.5 30.8 NC
STEAM Academy of Warrensville Heights 56.3 12.5 13.3 10 10 NC
University of Cleveland Preparatory School 55.6 16.7 27.8 37.5 20.8 43.5
West Park Academy 31.3 21.9 28.1 17.4 4.3 21.1
Youngstown Academy of Excellence 50 25 41.7 41.7 50 NC
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Building Name

Math 7th Grade 

2017-2018 % 

Proficient or above

ELA 8th Grade 

2017-2018 % 

Proficient or above

Math 8th Grade 

2017-2018 % 

Proficient or above

Science 8th Grade 

2017-2018 % 

Proficient or above

History End of 

Course 2017-2018 

% Proficient or 

above

Government End 

of Course 2017-

2018 % Proficient 

or above

Akron Preparatory School 8.3 14.3 14.3 35.7 NC NC
Alternative Education Academy 19 24.7 23.6 39.4 53.1 72.2
Broadway Academy NC NC NC NC NC NC
Canton College Preparatory School 70 NC NC NC NC NC
Cleveland Arts and Social Sciences Academy 13.6 27.3 27.3 36.4 NC NC
Cleveland College Preparatory School 32.4 32.4 31.4 20 NC NC
Cleveland Preparatory Academy NC NC NC NC NC NC
Columbus Arts & Technology Academy 62.2 35.5 54.8 48.4 56.7 64.3
Columbus Bilingual Academy-North NC NC NC NC NC NC
Columbus Humanities, Arts and Technology Academy 44.7 46.4 75 53.6 NC NC
Cornerstone Academy Community School 66.7 47.4 68.4 68.4 NC NC
East Academy 9.1 7.7 57.7 11.5 NC NC
Wright Preparatory Academy NC NC NC NC NC NC
Euclid Preparatory School NC NC NC NC NC NC
Foundation Academy 42.4 29.2 41.7 41.7 NC NC
Hope Academy Northcoast 23.1 21.7 30.4 21.7 NC NC
Hope Academy Northwest Campus 33.3 26.7 33.3 28.6 NC NC
Lake Erie College Preparatory School 11.1 26.9 20.8 13 NC NC
Lincoln Park Academy 36.4 11.8 5.9 47.1 NC NC
Lorain Preparatory Academy 44.8 33.3 33.3 26.7 NC NC
Monroe Preparatory Academy NC NC NC NC NC NC
Northeast Ohio College Preparatory School 19.2 22.6 22.6 22.6 52.7 82.8
Ohio College Preparatory School 42.1 13.8 34.5 20.7 NC NC
Riverside Academy 20 19 19 45 NC NC
South Columbus Preparatory Academy NC NC NC NC NC NC
STEAM Academy of Warren NC NC NC NC NC NC
STEAM Academy of Warrensville Heights NC NC NC NC NC NC
University of Cleveland Preparatory School 26.1 25.9 22.2 22.2 NC NC
West Park Academy 15.8 24 28 48 NC NC
Youngstown Academy of Excellence NC NC NC NC NC NC
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Building Name

English Language 

Arts I End of 

Course 2017-2018 

% Proficient or

English Language 

Arts II End of 

Course 2017-2018 

% Proficient or

Algebra I End of 

Course 2017-2018 

% Proficient or 

above

Geometry End of 

Course 2017-2018 

% Proficient or 

above

Integrated Math I 

End of Course 2017-

2018 % Proficient 

or above

Integrated Math II 

End of Course 2017-

2018 % Proficient 

or above

Akron Preparatory School NC NC NC NC NC NC
Alternative Education Academy 37.9 46.3 15.5 29 NC NC
Broadway Academy NC NC NC NC NC NC
Canton College Preparatory School NC NC NC NC NC NC
Cleveland Arts and Social Sciences Academy NC NC NC NC NC NC
Cleveland College Preparatory School NC NC NC NC NC NC
Cleveland Preparatory Academy NC NC NC NC NC NC
Columbus Arts & Technology Academy 59.1 42.9 80 30.8 NC NC
Columbus Bilingual Academy-North NC NC NC NC NC NC
Columbus Humanities, Arts and Technology Academy NC NC NC NC NC NC
Cornerstone Academy Community School NC NC NC NC NC NC
East Academy NC NC NC NC NC NC
Wright Preparatory Academy NC NC NC NC NC NC
Euclid Preparatory School NC NC NC NC NC NC
Foundation Academy NC NC NC NC NC NC
Hope Academy Northcoast NC NC NC NC NC NC
Hope Academy Northwest Campus NC NC NC NC NC NC
Lake Erie College Preparatory School NC NC NC NC NC NC
Lincoln Park Academy NC NC NC NC NC NC
Lorain Preparatory Academy NC NC NC NC NC NC
Monroe Preparatory Academy NC NC NC NC NC NC
Northeast Ohio College Preparatory School 35.4 42.3 27.7 15.4 NC NC
Ohio College Preparatory School NC NC NC NC NC NC
Riverside Academy NC NC NC NC NC NC
South Columbus Preparatory Academy NC NC NC NC NC NC
STEAM Academy of Warren NC NC NC NC NC NC
STEAM Academy of Warrensville Heights NC NC NC NC NC NC
University of Cleveland Preparatory School NC NC NC NC NC NC
West Park Academy NC NC NC NC NC NC
Youngstown Academy of Excellence NC NC NC NC NC NC
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Building Name

Biology End of 

Course 2017-2018 

% Proficient or 

above

Four Year Grad 

Rate 2017

Five Year Grad 

Rate 2016

Attendance Rate 

2017-2018

Enrollment 2017-

2018

Percent of Total 

Enrollment 2017-

2018

Akron Preparatory School NC NC NC 90 176 >95
Alternative Education Academy 50 26.7 26.1 91.1 1199 80.0
Broadway Academy NC NC NC 84.9 111 >95
Canton College Preparatory School NC NC NC 88.9 185 >95
Cleveland Arts and Social Sciences Academy NC NC NC 91.1 260 >95
Cleveland College Preparatory School NC NC NC 87.4 276 >95
Cleveland Preparatory Academy NC 47.7 29.6 82.8 82 73.9
Columbus Arts & Technology Academy 58.8 NC NC 90.6 558 >95
Columbus Bilingual Academy-North NC NC NC 94.6 265 >95
Columbus Humanities, Arts and Technology Academy NC NC NC 93.2 540 >95
Cornerstone Academy Community School NC NC NC 95.9 376 52.7
East Academy NC NC NC 85.7 282 >95
Wright Preparatory Academy NC NC NC 88.6 111 >95
Euclid Preparatory School NC NC NC 86.3 97 63.8
Foundation Academy NC NC NC 92.8 388 >95
Hope Academy Northcoast NC NC NC 88.3 270 >95
Hope Academy Northwest Campus NC NC NC 86.5 235 >95
Lake Erie College Preparatory School NC NC NC 88.2 244 >95
Lincoln Park Academy NC NC NC 86.9 205 >95
Lorain Preparatory Academy NC NC NC 90.2 509 >95
Monroe Preparatory Academy NC NC NC 91.7 115 >95
Northeast Ohio College Preparatory School 42.9 84.8 84.1 89.8 490 >95
Ohio College Preparatory School NC NC NC 86.8 272 >95
Riverside Academy NC NC NC 82.9 261 >95
South Columbus Preparatory Academy NC NC NC 87.2 63 78.8
STEAM Academy of Warren NC NC NC 90.3 161 >95
STEAM Academy of Warrensville Heights NC NC NC 91.9 166 >95
University of Cleveland Preparatory School NC NC NC 88.7 342 >95
West Park Academy NC NC NC 87.7 209 >95
Youngstown Academy of Excellence NC NC NC 90.8 129 >95
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Building Name Student Group
ELA 3rd Grade 2017-2018 

% Proficient or above

Math 3rd Grade 2017-2018 

% Proficient or above

Akron Preparatory School American Indian or Alaskan Native NC NC

Akron Preparatory School Asian or Pacific Islander NC NC

Akron Preparatory School Black 40 50

Akron Preparatory School Hispanic NC NC

Akron Preparatory School Multiracial NC NC

Akron Preparatory School White NC NC

Alternative Education Academy American Indian or Alaskan Native NC NC

Alternative Education Academy Asian or Pacific Islander NC NC

Alternative Education Academy Black NC NC

Alternative Education Academy Hispanic NC NC

Alternative Education Academy Multiracial NC NC

Alternative Education Academy White 43.5 47.8

Broadway Academy American Indian or Alaskan Native NC NC

Broadway Academy Asian or Pacific Islander NC NC

Broadway Academy Black 11.8 23.5

Broadway Academy Hispanic NC NC

Broadway Academy Multiracial NC NC

Broadway Academy White NC NC

Canton College Preparatory School American Indian or Alaskan Native NC NC

Canton College Preparatory School Asian or Pacific Islander NC NC

Canton College Preparatory School Black 23.8 47.6

Canton College Preparatory School Hispanic NC NC

Canton College Preparatory School Multiracial NC NC

Canton College Preparatory School White NC NC

Cleveland Arts and Social Sciences Academy American Indian or Alaskan Native NC NC

Cleveland Arts and Social Sciences Academy Asian or Pacific Islander NC NC

Cleveland Arts and Social Sciences Academy Black 40.5 44.4

Cleveland Arts and Social Sciences Academy Hispanic NC NC

Cleveland Arts and Social Sciences Academy Multiracial NC NC

Cleveland Arts and Social Sciences Academy White NC NC

Cleveland College Preparatory School American Indian or Alaskan Native NC NC
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ELA 3rd Grade 2017-2018 

% Proficient or above

Math 3rd Grade 2017-2018 

% Proficient or above

Cleveland College Preparatory School Asian or Pacific Islander NC NC

Cleveland College Preparatory School Black 36.8 26.3

Cleveland College Preparatory School Hispanic NC NC

Cleveland College Preparatory School Multiracial NC NC

Cleveland College Preparatory School White NC NC

Cleveland Preparatory Academy American Indian or Alaskan Native NC NC

Cleveland Preparatory Academy Asian or Pacific Islander NC NC

Cleveland Preparatory Academy Black NC NC

Cleveland Preparatory Academy Hispanic NC NC

Cleveland Preparatory Academy Multiracial NC NC

Cleveland Preparatory Academy White NC NC

Columbus Arts & Technology Academy American Indian or Alaskan Native NC NC

Columbus Arts & Technology Academy Asian or Pacific Islander NC NC

Columbus Arts & Technology Academy Black 61.2 69.4

Columbus Arts & Technology Academy Hispanic 40 80

Columbus Arts & Technology Academy Multiracial NC NC

Columbus Arts & Technology Academy White NC NC

Columbus Bilingual Academy-North American Indian or Alaskan Native NC NC

Columbus Bilingual Academy-North Asian or Pacific Islander NC NC

Columbus Bilingual Academy-North Black NC NC

Columbus Bilingual Academy-North Hispanic 28.6 35.7

Columbus Bilingual Academy-North Multiracial NC NC

Columbus Bilingual Academy-North White NC NC

Columbus Humanities, Arts and Technology Academy American Indian or Alaskan Native NC NC

Columbus Humanities, Arts and Technology Academy Asian or Pacific Islander 61.5 61.5

Columbus Humanities, Arts and Technology Academy Black 51.2 53.7

Columbus Humanities, Arts and Technology Academy Hispanic NC NC

Columbus Humanities, Arts and Technology Academy Multiracial NC NC

Columbus Humanities, Arts and Technology Academy White NC NC

Cornerstone Academy Community School American Indian or Alaskan Native NC NC

Cornerstone Academy Community School Asian or Pacific Islander NC NC
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Building Name Student Group
ELA 3rd Grade 2017-2018 

% Proficient or above

Math 3rd Grade 2017-2018 

% Proficient or above

Cornerstone Academy Community School Black 76.1 82.6

Cornerstone Academy Community School Hispanic NC NC

Cornerstone Academy Community School Multiracial NC NC

Cornerstone Academy Community School White 85.7 92.9

East Academy American Indian or Alaskan Native NC NC

East Academy Asian or Pacific Islander NC NC

East Academy Black 14.3 26.2

East Academy Hispanic NC NC

East Academy Multiracial NC NC

East Academy White NC NC

Wright Preparatory Academy American Indian or Alaskan Native NC NC

Wright Preparatory Academy Asian or Pacific Islander NC NC

Wright Preparatory Academy Black NC NC

Wright Preparatory Academy Hispanic NC NC

Wright Preparatory Academy Multiracial NC NC

Wright Preparatory Academy White NC NC

Euclid Preparatory School American Indian or Alaskan Native NC NC

Euclid Preparatory School Asian or Pacific Islander NC NC

Euclid Preparatory School Black 23.5 17.6

Euclid Preparatory School Hispanic NC NC

Euclid Preparatory School Multiracial NC NC

Euclid Preparatory School White NC NC

Foundation Academy American Indian or Alaskan Native NC NC

Foundation Academy Asian or Pacific Islander NC NC

Foundation Academy Black 52.2 39.1

Foundation Academy Hispanic NC NC

Foundation Academy Multiracial NC NC

Foundation Academy White 41.7 50

Hope Academy Northcoast American Indian or Alaskan Native NC NC

Hope Academy Northcoast Asian or Pacific Islander NC NC

Hope Academy Northcoast Black 18.2 31.8
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Building Name Student Group
ELA 3rd Grade 2017-2018 

% Proficient or above

Math 3rd Grade 2017-2018 

% Proficient or above

Hope Academy Northcoast Hispanic NC NC

Hope Academy Northcoast Multiracial NC NC

Hope Academy Northcoast White NC NC

Hope Academy Northwest Campus American Indian or Alaskan Native NC NC

Hope Academy Northwest Campus Asian or Pacific Islander NC NC

Hope Academy Northwest Campus Black 42.1 68.4

Hope Academy Northwest Campus Hispanic NC NC

Hope Academy Northwest Campus Multiracial NC NC

Hope Academy Northwest Campus White 90 90

Lake Erie College Preparatory School American Indian or Alaskan Native NC NC

Lake Erie College Preparatory School Asian or Pacific Islander NC NC

Lake Erie College Preparatory School Black 22.7 13.6

Lake Erie College Preparatory School Hispanic NC NC

Lake Erie College Preparatory School Multiracial NC NC

Lake Erie College Preparatory School White NC NC

Lincoln Park Academy American Indian or Alaskan Native NC NC

Lincoln Park Academy Asian or Pacific Islander NC NC

Lincoln Park Academy Black NC 23.1

Lincoln Park Academy Hispanic 23.1 30.8

Lincoln Park Academy Multiracial NC NC

Lincoln Park Academy White NC NC

Lorain Preparatory Academy American Indian or Alaskan Native NC NC

Lorain Preparatory Academy Asian or Pacific Islander NC NC

Lorain Preparatory Academy Black 18.2 42.9

Lorain Preparatory Academy Hispanic 38.5 38.5

Lorain Preparatory Academy Multiracial NC NC

Lorain Preparatory Academy White 61.5 58.3

Northeast Ohio College Preparatory School American Indian or Alaskan Native NC NC

Northeast Ohio College Preparatory School Asian or Pacific Islander NC NC

Northeast Ohio College Preparatory School Black 28.6 46.2

Northeast Ohio College Preparatory School Hispanic NC NC
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ELA 3rd Grade 2017-2018 

% Proficient or above

Math 3rd Grade 2017-2018 

% Proficient or above

Northeast Ohio College Preparatory School Multiracial NC NC

Northeast Ohio College Preparatory School White NC NC

Ohio College Preparatory School American Indian or Alaskan Native NC NC

Ohio College Preparatory School Asian or Pacific Islander NC NC

Ohio College Preparatory School Black 23.1 45.8

Ohio College Preparatory School Hispanic NC NC

Ohio College Preparatory School Multiracial NC NC

Ohio College Preparatory School White NC NC

Riverside Academy American Indian or Alaskan Native NC NC

Riverside Academy Asian or Pacific Islander NC NC

Riverside Academy Black 20 30

Riverside Academy Hispanic NC NC

Riverside Academy Multiracial NC NC

Riverside Academy White 33.3 18.2

South Columbus Preparatory Academy American Indian or Alaskan Native NC NC

South Columbus Preparatory Academy Asian or Pacific Islander NC NC

South Columbus Preparatory Academy Black NC NC

South Columbus Preparatory Academy Hispanic NC NC

South Columbus Preparatory Academy Multiracial NC NC

South Columbus Preparatory Academy White NC NC

STEAM Academy of Warren American Indian or Alaskan Native NC NC

STEAM Academy of Warren Asian or Pacific Islander NC NC

STEAM Academy of Warren Black 30 30

STEAM Academy of Warren Hispanic NC NC

STEAM Academy of Warren Multiracial NC NC

STEAM Academy of Warren White NC NC

STEAM Academy of Warrensville Heights American Indian or Alaskan Native NC NC

STEAM Academy of Warrensville Heights Asian or Pacific Islander NC NC

STEAM Academy of Warrensville Heights Black 22.6 25.8

STEAM Academy of Warrensville Heights Hispanic NC NC

STEAM Academy of Warrensville Heights Multiracial NC NC
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ELA 3rd Grade 2017-2018 

% Proficient or above

Math 3rd Grade 2017-2018 

% Proficient or above

STEAM Academy of Warrensville Heights White NC NC

University of Cleveland Preparatory School American Indian or Alaskan Native NC NC

University of Cleveland Preparatory School Asian or Pacific Islander NC NC

University of Cleveland Preparatory School Black 20 17.8

University of Cleveland Preparatory School Hispanic NC NC

University of Cleveland Preparatory School Multiracial NC NC

University of Cleveland Preparatory School White NC NC

West Park Academy American Indian or Alaskan Native NC NC

West Park Academy Asian or Pacific Islander NC NC

West Park Academy Black NC NC

West Park Academy Hispanic NC NC

West Park Academy Multiracial NC NC

West Park Academy White NC NC

Youngstown Academy of Excellence American Indian or Alaskan Native NC NC

Youngstown Academy of Excellence Asian or Pacific Islander NC NC

Youngstown Academy of Excellence Black NC NC

Youngstown Academy of Excellence Hispanic NC NC

Youngstown Academy of Excellence Multiracial NC NC

Youngstown Academy of Excellence White NC NC
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ELA 4th Grade 2017-2018 

% Proficient or above

Math 4th Grade 2017-2018 % 

Proficient or above

Akron Preparatory School American Indian or Alaskan Native NC NC

Akron Preparatory School Asian or Pacific Islander NC NC

Akron Preparatory School Black 15 15

Akron Preparatory School Hispanic NC NC

Akron Preparatory School Multiracial NC NC

Akron Preparatory School White NC NC

Alternative Education Academy American Indian or Alaskan Native NC NC

Alternative Education Academy Asian or Pacific Islander NC NC

Alternative Education Academy Black 45.5 9.1

Alternative Education Academy Hispanic NC NC

Alternative Education Academy Multiracial NC NC

Alternative Education Academy White 56.3 28.1

Broadway Academy American Indian or Alaskan Native NC NC

Broadway Academy Asian or Pacific Islander NC NC

Broadway Academy Black NC NC

Broadway Academy Hispanic NC NC

Broadway Academy Multiracial NC NC

Broadway Academy White NC NC

Canton College Preparatory School American Indian or Alaskan Native NC NC

Canton College Preparatory School Asian or Pacific Islander NC NC

Canton College Preparatory School Black 42.1 42.1

Canton College Preparatory School Hispanic NC NC

Canton College Preparatory School Multiracial NC NC

Canton College Preparatory School White NC NC

Cleveland Arts and Social Sciences Academy American Indian or Alaskan Native NC NC

Cleveland Arts and Social Sciences Academy Asian or Pacific Islander NC NC

Cleveland Arts and Social Sciences Academy Black 34.6 34.6

Cleveland Arts and Social Sciences Academy Hispanic NC NC

Cleveland Arts and Social Sciences Academy Multiracial NC NC

Cleveland Arts and Social Sciences Academy White NC NC

Cleveland College Preparatory School American Indian or Alaskan Native NC NC
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ELA 4th Grade 2017-2018 
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Math 4th Grade 2017-2018 % 

Proficient or above

Cleveland College Preparatory School Asian or Pacific Islander NC NC

Cleveland College Preparatory School Black 10.5 15.8

Cleveland College Preparatory School Hispanic NC NC

Cleveland College Preparatory School Multiracial NC NC

Cleveland College Preparatory School White NC NC

Cleveland Preparatory Academy American Indian or Alaskan Native NC NC

Cleveland Preparatory Academy Asian or Pacific Islander NC NC

Cleveland Preparatory Academy Black NC NC

Cleveland Preparatory Academy Hispanic NC NC

Cleveland Preparatory Academy Multiracial NC NC

Cleveland Preparatory Academy White NC NC

Columbus Arts & Technology Academy American Indian or Alaskan Native NC NC

Columbus Arts & Technology Academy Asian or Pacific Islander NC NC

Columbus Arts & Technology Academy Black 55.9 14.7

Columbus Arts & Technology Academy Hispanic NC NC

Columbus Arts & Technology Academy Multiracial NC NC

Columbus Arts & Technology Academy White NC NC

Columbus Bilingual Academy-North American Indian or Alaskan Native NC NC

Columbus Bilingual Academy-North Asian or Pacific Islander NC NC

Columbus Bilingual Academy-North Black NC NC

Columbus Bilingual Academy-North Hispanic 25.7 37.1

Columbus Bilingual Academy-North Multiracial NC NC

Columbus Bilingual Academy-North White NC NC

Columbus Humanities, Arts and Technology Academy American Indian or Alaskan Native NC NC

Columbus Humanities, Arts and Technology Academy Asian or Pacific Islander NC NC

Columbus Humanities, Arts and Technology Academy Black 33.3 52.9

Columbus Humanities, Arts and Technology Academy Hispanic NC NC

Columbus Humanities, Arts and Technology Academy Multiracial NC NC

Columbus Humanities, Arts and Technology Academy White NC NC

Cornerstone Academy Community School American Indian or Alaskan Native NC NC

Cornerstone Academy Community School Asian or Pacific Islander NC NC
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Cornerstone Academy Community School Black 75.6 87.8

Cornerstone Academy Community School Hispanic 36.4 63.6

Cornerstone Academy Community School Multiracial NC NC

Cornerstone Academy Community School White 78.3 87

East Academy American Indian or Alaskan Native NC NC

East Academy Asian or Pacific Islander NC NC

East Academy Black 15 30

East Academy Hispanic NC NC

East Academy Multiracial NC NC

East Academy White NC NC

Wright Preparatory Academy American Indian or Alaskan Native NC NC

Wright Preparatory Academy Asian or Pacific Islander NC NC

Wright Preparatory Academy Black NC NC

Wright Preparatory Academy Hispanic NC NC

Wright Preparatory Academy Multiracial NC NC

Wright Preparatory Academy White NC NC

Euclid Preparatory School American Indian or Alaskan Native NC NC

Euclid Preparatory School Asian or Pacific Islander NC NC

Euclid Preparatory School Black 38.5 15.4

Euclid Preparatory School Hispanic NC NC

Euclid Preparatory School Multiracial NC NC

Euclid Preparatory School White NC NC

Foundation Academy American Indian or Alaskan Native NC NC

Foundation Academy Asian or Pacific Islander NC NC

Foundation Academy Black 43.8 50

Foundation Academy Hispanic NC NC

Foundation Academy Multiracial NC NC

Foundation Academy White 57.1 57.1

Hope Academy Northcoast American Indian or Alaskan Native NC NC

Hope Academy Northcoast Asian or Pacific Islander NC NC

Hope Academy Northcoast Black 27.3 9.1
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Hope Academy Northcoast Hispanic NC NC

Hope Academy Northcoast Multiracial NC NC

Hope Academy Northcoast White NC NC

Hope Academy Northwest Campus American Indian or Alaskan Native NC NC

Hope Academy Northwest Campus Asian or Pacific Islander NC NC

Hope Academy Northwest Campus Black 58.3 91.7

Hope Academy Northwest Campus Hispanic NC NC

Hope Academy Northwest Campus Multiracial NC NC

Hope Academy Northwest Campus White 57.1 78.6

Lake Erie College Preparatory School American Indian or Alaskan Native NC NC

Lake Erie College Preparatory School Asian or Pacific Islander NC NC

Lake Erie College Preparatory School Black 11.8 6.3

Lake Erie College Preparatory School Hispanic NC NC

Lake Erie College Preparatory School Multiracial NC NC

Lake Erie College Preparatory School White NC NC

Lincoln Park Academy American Indian or Alaskan Native NC NC

Lincoln Park Academy Asian or Pacific Islander NC NC

Lincoln Park Academy Black NC NC

Lincoln Park Academy Hispanic NC NC

Lincoln Park Academy Multiracial NC NC

Lincoln Park Academy White NC NC

Lorain Preparatory Academy American Indian or Alaskan Native NC NC

Lorain Preparatory Academy Asian or Pacific Islander NC NC

Lorain Preparatory Academy Black 33.3 50

Lorain Preparatory Academy Hispanic 43.5 56.5

Lorain Preparatory Academy Multiracial NC NC

Lorain Preparatory Academy White 57.9 78.9

Northeast Ohio College Preparatory School American Indian or Alaskan Native NC NC

Northeast Ohio College Preparatory School Asian or Pacific Islander NC NC

Northeast Ohio College Preparatory School Black 16.7 NC

Northeast Ohio College Preparatory School Hispanic NC NC
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Northeast Ohio College Preparatory School Multiracial NC NC

Northeast Ohio College Preparatory School White NC NC

Ohio College Preparatory School American Indian or Alaskan Native NC NC

Ohio College Preparatory School Asian or Pacific Islander NC NC

Ohio College Preparatory School Black 48 70.4

Ohio College Preparatory School Hispanic NC NC

Ohio College Preparatory School Multiracial NC NC

Ohio College Preparatory School White NC NC

Riverside Academy American Indian or Alaskan Native NC NC

Riverside Academy Asian or Pacific Islander NC NC

Riverside Academy Black 20 NC

Riverside Academy Hispanic NC NC

Riverside Academy Multiracial NC NC

Riverside Academy White 64.3 35.7

South Columbus Preparatory Academy American Indian or Alaskan Native NC NC

South Columbus Preparatory Academy Asian or Pacific Islander NC NC

South Columbus Preparatory Academy Black NC NC

South Columbus Preparatory Academy Hispanic NC NC

South Columbus Preparatory Academy Multiracial NC NC

South Columbus Preparatory Academy White NC NC

STEAM Academy of Warren American Indian or Alaskan Native NC NC

STEAM Academy of Warren Asian or Pacific Islander NC NC

STEAM Academy of Warren Black NC NC

STEAM Academy of Warren Hispanic NC NC

STEAM Academy of Warren Multiracial NC NC

STEAM Academy of Warren White NC NC

STEAM Academy of Warrensville Heights American Indian or Alaskan Native NC NC

STEAM Academy of Warrensville Heights Asian or Pacific Islander NC NC

STEAM Academy of Warrensville Heights Black 50 13.3

STEAM Academy of Warrensville Heights Hispanic NC NC

STEAM Academy of Warrensville Heights Multiracial NC NC
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STEAM Academy of Warrensville Heights White NC NC

University of Cleveland Preparatory School American Indian or Alaskan Native NC NC

University of Cleveland Preparatory School Asian or Pacific Islander NC NC

University of Cleveland Preparatory School Black 27.6 34.5

University of Cleveland Preparatory School Hispanic NC NC

University of Cleveland Preparatory School Multiracial NC NC

University of Cleveland Preparatory School White NC NC

West Park Academy American Indian or Alaskan Native NC NC

West Park Academy Asian or Pacific Islander NC NC

West Park Academy Black NC NC

West Park Academy Hispanic NC NC

West Park Academy Multiracial NC NC

West Park Academy White NC NC

Youngstown Academy of Excellence American Indian or Alaskan Native NC NC

Youngstown Academy of Excellence Asian or Pacific Islander NC NC

Youngstown Academy of Excellence Black NC NC

Youngstown Academy of Excellence Hispanic NC NC

Youngstown Academy of Excellence Multiracial NC NC

Youngstown Academy of Excellence White NC NC

Attachment 23: Academic Performance Page 328



Building Name Student Group
ELA 5th Grade 2017-2018 

% Proficient or above

Math 5th Grade 2017-2018 % 

Proficient or above

Akron Preparatory School American Indian or Alaskan Native NC NC

Akron Preparatory School Asian or Pacific Islander NC NC

Akron Preparatory School Black 60 10

Akron Preparatory School Hispanic NC NC

Akron Preparatory School Multiracial NC NC

Akron Preparatory School White NC NC

Alternative Education Academy American Indian or Alaskan Native NC NC

Alternative Education Academy Asian or Pacific Islander NC NC

Alternative Education Academy Black 31.6 5.3

Alternative Education Academy Hispanic NC NC

Alternative Education Academy Multiracial NC NC

Alternative Education Academy White 53.7 12.5

Broadway Academy American Indian or Alaskan Native NC NC

Broadway Academy Asian or Pacific Islander NC NC

Broadway Academy Black NC NC

Broadway Academy Hispanic NC NC

Broadway Academy Multiracial NC NC

Broadway Academy White NC NC

Canton College Preparatory School American Indian or Alaskan Native NC NC

Canton College Preparatory School Asian or Pacific Islander NC NC

Canton College Preparatory School Black 57.1 14.3

Canton College Preparatory School Hispanic NC NC

Canton College Preparatory School Multiracial NC NC

Canton College Preparatory School White NC NC

Cleveland Arts and Social Sciences Academy American Indian or Alaskan Native NC NC

Cleveland Arts and Social Sciences Academy Asian or Pacific Islander NC NC

Cleveland Arts and Social Sciences Academy Black 32 28

Cleveland Arts and Social Sciences Academy Hispanic NC NC

Cleveland Arts and Social Sciences Academy Multiracial NC NC

Cleveland Arts and Social Sciences Academy White NC NC

Cleveland College Preparatory School American Indian or Alaskan Native NC NC
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Cleveland College Preparatory School Asian or Pacific Islander NC NC

Cleveland College Preparatory School Black 40.9 18.2

Cleveland College Preparatory School Hispanic NC NC

Cleveland College Preparatory School Multiracial NC NC

Cleveland College Preparatory School White NC NC

Cleveland Preparatory Academy American Indian or Alaskan Native NC NC

Cleveland Preparatory Academy Asian or Pacific Islander NC NC

Cleveland Preparatory Academy Black NC NC

Cleveland Preparatory Academy Hispanic NC NC

Cleveland Preparatory Academy Multiracial NC NC

Cleveland Preparatory Academy White NC NC

Columbus Arts & Technology Academy American Indian or Alaskan Native NC NC

Columbus Arts & Technology Academy Asian or Pacific Islander NC NC

Columbus Arts & Technology Academy Black 66.7 30.8

Columbus Arts & Technology Academy Hispanic NC NC

Columbus Arts & Technology Academy Multiracial NC NC

Columbus Arts & Technology Academy White NC NC

Columbus Bilingual Academy-North American Indian or Alaskan Native NC NC

Columbus Bilingual Academy-North Asian or Pacific Islander NC NC

Columbus Bilingual Academy-North Black NC NC

Columbus Bilingual Academy-North Hispanic 33.3 4.2

Columbus Bilingual Academy-North Multiracial NC NC

Columbus Bilingual Academy-North White NC NC

Columbus Humanities, Arts and Technology Academy American Indian or Alaskan Native NC NC

Columbus Humanities, Arts and Technology Academy Asian or Pacific Islander 60 60

Columbus Humanities, Arts and Technology Academy Black 40.6 31.3

Columbus Humanities, Arts and Technology Academy Hispanic NC NC

Columbus Humanities, Arts and Technology Academy Multiracial NC NC

Columbus Humanities, Arts and Technology Academy White NC NC

Cornerstone Academy Community School American Indian or Alaskan Native NC NC

Cornerstone Academy Community School Asian or Pacific Islander NC NC
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Cornerstone Academy Community School Black 79.5 56.8

Cornerstone Academy Community School Hispanic 70 50

Cornerstone Academy Community School Multiracial NC NC

Cornerstone Academy Community School White 80 73.3

East Academy American Indian or Alaskan Native NC NC

East Academy Asian or Pacific Islander NC NC

East Academy Black 10.5 47.4

East Academy Hispanic NC NC

East Academy Multiracial NC NC

East Academy White NC NC

Wright Preparatory Academy American Indian or Alaskan Native NC NC

Wright Preparatory Academy Asian or Pacific Islander NC NC

Wright Preparatory Academy Black NC NC

Wright Preparatory Academy Hispanic NC NC

Wright Preparatory Academy Multiracial NC NC

Wright Preparatory Academy White NC NC

Euclid Preparatory School American Indian or Alaskan Native NC NC

Euclid Preparatory School Asian or Pacific Islander NC NC

Euclid Preparatory School Black NC NC

Euclid Preparatory School Hispanic NC NC

Euclid Preparatory School Multiracial NC NC

Euclid Preparatory School White NC NC

Foundation Academy American Indian or Alaskan Native NC NC

Foundation Academy Asian or Pacific Islander NC NC

Foundation Academy Black 46.7 40

Foundation Academy Hispanic NC NC

Foundation Academy Multiracial NC NC

Foundation Academy White 60 40

Hope Academy Northcoast American Indian or Alaskan Native NC NC

Hope Academy Northcoast Asian or Pacific Islander NC NC

Hope Academy Northcoast Black 33.3 19
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Hope Academy Northcoast Hispanic NC NC

Hope Academy Northcoast Multiracial NC NC

Hope Academy Northcoast White NC NC

Hope Academy Northwest Campus American Indian or Alaskan Native NC NC

Hope Academy Northwest Campus Asian or Pacific Islander NC NC

Hope Academy Northwest Campus Black 64.3 57.1

Hope Academy Northwest Campus Hispanic NC NC

Hope Academy Northwest Campus Multiracial NC NC

Hope Academy Northwest Campus White NC NC

Lake Erie College Preparatory School American Indian or Alaskan Native NC NC

Lake Erie College Preparatory School Asian or Pacific Islander NC NC

Lake Erie College Preparatory School Black 3.8 NC

Lake Erie College Preparatory School Hispanic NC NC

Lake Erie College Preparatory School Multiracial NC NC

Lake Erie College Preparatory School White NC NC

Lincoln Park Academy American Indian or Alaskan Native NC NC

Lincoln Park Academy Asian or Pacific Islander NC NC

Lincoln Park Academy Black NC NC

Lincoln Park Academy Hispanic 70 20

Lincoln Park Academy Multiracial NC NC

Lincoln Park Academy White NC NC

Lorain Preparatory Academy American Indian or Alaskan Native NC NC

Lorain Preparatory Academy Asian or Pacific Islander NC NC

Lorain Preparatory Academy Black 50 36.4

Lorain Preparatory Academy Hispanic 26.7 26.7

Lorain Preparatory Academy Multiracial 38.5 15.4

Lorain Preparatory Academy White 56.3 43.8

Northeast Ohio College Preparatory School American Indian or Alaskan Native NC NC

Northeast Ohio College Preparatory School Asian or Pacific Islander NC NC

Northeast Ohio College Preparatory School Black 33.3 9.5

Northeast Ohio College Preparatory School Hispanic NC NC
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Northeast Ohio College Preparatory School Multiracial NC NC

Northeast Ohio College Preparatory School White NC NC

Ohio College Preparatory School American Indian or Alaskan Native NC NC

Ohio College Preparatory School Asian or Pacific Islander NC NC

Ohio College Preparatory School Black 37 28.6

Ohio College Preparatory School Hispanic NC NC

Ohio College Preparatory School Multiracial NC NC

Ohio College Preparatory School White NC NC

Riverside Academy American Indian or Alaskan Native NC NC

Riverside Academy Asian or Pacific Islander NC NC

Riverside Academy Black 7.7 NC

Riverside Academy Hispanic NC NC

Riverside Academy Multiracial NC NC

Riverside Academy White 35.7 14.3

South Columbus Preparatory Academy American Indian or Alaskan Native NC NC

South Columbus Preparatory Academy Asian or Pacific Islander NC NC

South Columbus Preparatory Academy Black NC NC

South Columbus Preparatory Academy Hispanic NC NC

South Columbus Preparatory Academy Multiracial NC NC

South Columbus Preparatory Academy White NC NC

STEAM Academy of Warren American Indian or Alaskan Native NC NC

STEAM Academy of Warren Asian or Pacific Islander NC NC

STEAM Academy of Warren Black 40 20

STEAM Academy of Warren Hispanic NC NC

STEAM Academy of Warren Multiracial NC NC

STEAM Academy of Warren White NC NC

STEAM Academy of Warrensville Heights American Indian or Alaskan Native NC NC

STEAM Academy of Warrensville Heights Asian or Pacific Islander NC NC

STEAM Academy of Warrensville Heights Black 56.3 12.5

STEAM Academy of Warrensville Heights Hispanic NC NC

STEAM Academy of Warrensville Heights Multiracial NC NC
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STEAM Academy of Warrensville Heights White NC NC

University of Cleveland Preparatory School American Indian or Alaskan Native NC NC

University of Cleveland Preparatory School Asian or Pacific Islander NC NC

University of Cleveland Preparatory School Black 55.6 16.7

University of Cleveland Preparatory School Hispanic NC NC

University of Cleveland Preparatory School Multiracial NC NC

University of Cleveland Preparatory School White NC NC

West Park Academy American Indian or Alaskan Native NC NC

West Park Academy Asian or Pacific Islander NC NC

West Park Academy Black NC NC

West Park Academy Hispanic 54.5 36.4

West Park Academy Multiracial NC NC

West Park Academy White 28.6 21.4

Youngstown Academy of Excellence American Indian or Alaskan Native NC NC

Youngstown Academy of Excellence Asian or Pacific Islander NC NC

Youngstown Academy of Excellence Black NC NC

Youngstown Academy of Excellence Hispanic NC NC

Youngstown Academy of Excellence Multiracial NC NC

Youngstown Academy of Excellence White NC NC
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Akron Preparatory School American Indian or Alaskan Native NC NC

Akron Preparatory School Asian or Pacific Islander NC NC

Akron Preparatory School Black 50 17.6

Akron Preparatory School Hispanic NC NC

Akron Preparatory School Multiracial NC NC

Akron Preparatory School White NC NC

Alternative Education Academy American Indian or Alaskan Native NC NC

Alternative Education Academy Asian or Pacific Islander NC NC

Alternative Education Academy Black 27.8 28.6

Alternative Education Academy Hispanic NC NC

Alternative Education Academy Multiracial NC NC

Alternative Education Academy White 38.5 26.8

Broadway Academy American Indian or Alaskan Native NC NC

Broadway Academy Asian or Pacific Islander NC NC

Broadway Academy Black NC NC

Broadway Academy Hispanic NC NC

Broadway Academy Multiracial NC NC

Broadway Academy White NC NC

Canton College Preparatory School American Indian or Alaskan Native NC NC

Canton College Preparatory School Asian or Pacific Islander NC NC

Canton College Preparatory School Black 7.1 28.6

Canton College Preparatory School Hispanic NC NC

Canton College Preparatory School Multiracial NC NC

Canton College Preparatory School White NC NC

Cleveland Arts and Social Sciences Academy American Indian or Alaskan Native NC NC

Cleveland Arts and Social Sciences Academy Asian or Pacific Islander NC NC

Cleveland Arts and Social Sciences Academy Black 32 26.1

Cleveland Arts and Social Sciences Academy Hispanic NC NC

Cleveland Arts and Social Sciences Academy Multiracial NC NC

Cleveland Arts and Social Sciences Academy White NC NC

Cleveland College Preparatory School American Indian or Alaskan Native NC NC
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Cleveland College Preparatory School Asian or Pacific Islander NC NC

Cleveland College Preparatory School Black 18.2 45.8

Cleveland College Preparatory School Hispanic NC NC

Cleveland College Preparatory School Multiracial NC NC

Cleveland College Preparatory School White NC NC

Cleveland Preparatory Academy American Indian or Alaskan Native NC NC

Cleveland Preparatory Academy Asian or Pacific Islander NC NC

Cleveland Preparatory Academy Black NC NC

Cleveland Preparatory Academy Hispanic NC NC

Cleveland Preparatory Academy Multiracial NC NC

Cleveland Preparatory Academy White NC NC

Columbus Arts & Technology Academy American Indian or Alaskan Native NC NC

Columbus Arts & Technology Academy Asian or Pacific Islander NC NC

Columbus Arts & Technology Academy Black 53.8 48.6

Columbus Arts & Technology Academy Hispanic NC NC

Columbus Arts & Technology Academy Multiracial NC NC

Columbus Arts & Technology Academy White NC NC

Columbus Bilingual Academy-North American Indian or Alaskan Native NC NC

Columbus Bilingual Academy-North Asian or Pacific Islander NC NC

Columbus Bilingual Academy-North Black NC NC

Columbus Bilingual Academy-North Hispanic 16.7 16.7

Columbus Bilingual Academy-North Multiracial NC NC

Columbus Bilingual Academy-North White NC NC

Columbus Humanities, Arts and Technology Academy American Indian or Alaskan Native NC NC

Columbus Humanities, Arts and Technology Academy Asian or Pacific Islander 70 NC

Columbus Humanities, Arts and Technology Academy Black 28.1 40

Columbus Humanities, Arts and Technology Academy Hispanic NC NC

Columbus Humanities, Arts and Technology Academy Multiracial NC NC

Columbus Humanities, Arts and Technology Academy White NC NC

Cornerstone Academy Community School American Indian or Alaskan Native NC NC

Cornerstone Academy Community School Asian or Pacific Islander NC NC
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Cornerstone Academy Community School Black 72.7 51.5

Cornerstone Academy Community School Hispanic 60 NC

Cornerstone Academy Community School Multiracial NC NC

Cornerstone Academy Community School White 93.3 57.1

East Academy American Indian or Alaskan Native NC NC

East Academy Asian or Pacific Islander NC NC

East Academy Black 10.5 4.3

East Academy Hispanic NC NC

East Academy Multiracial NC NC

East Academy White NC NC

Wright Preparatory Academy American Indian or Alaskan Native NC NC

Wright Preparatory Academy Asian or Pacific Islander NC NC

Wright Preparatory Academy Black NC NC

Wright Preparatory Academy Hispanic NC NC

Wright Preparatory Academy Multiracial NC NC

Wright Preparatory Academy White NC NC

Euclid Preparatory School American Indian or Alaskan Native NC NC

Euclid Preparatory School Asian or Pacific Islander NC NC

Euclid Preparatory School Black NC 7.7

Euclid Preparatory School Hispanic NC NC

Euclid Preparatory School Multiracial NC NC

Euclid Preparatory School White NC NC

Foundation Academy American Indian or Alaskan Native NC NC

Foundation Academy Asian or Pacific Islander NC NC

Foundation Academy Black 46.7 28.6

Foundation Academy Hispanic NC NC

Foundation Academy Multiracial NC NC

Foundation Academy White 50 57.1

Hope Academy Northcoast American Indian or Alaskan Native NC NC

Hope Academy Northcoast Asian or Pacific Islander NC NC

Hope Academy Northcoast Black 30 25

Attachment 23: Academic Performance Page 337



Building Name Student Group
Science 5th Grade 2017-2018 

% Proficient or above

ELA 6th Grade 2017-2018 

% Proficient or above

Hope Academy Northcoast Hispanic NC NC

Hope Academy Northcoast Multiracial NC NC

Hope Academy Northcoast White NC NC

Hope Academy Northwest Campus American Indian or Alaskan Native NC NC

Hope Academy Northwest Campus Asian or Pacific Islander NC NC

Hope Academy Northwest Campus Black 57.1 27.3

Hope Academy Northwest Campus Hispanic NC 30

Hope Academy Northwest Campus Multiracial NC NC

Hope Academy Northwest Campus White NC NC

Lake Erie College Preparatory School American Indian or Alaskan Native NC NC

Lake Erie College Preparatory School Asian or Pacific Islander NC NC

Lake Erie College Preparatory School Black 4 22.2

Lake Erie College Preparatory School Hispanic NC NC

Lake Erie College Preparatory School Multiracial NC NC

Lake Erie College Preparatory School White NC NC

Lincoln Park Academy American Indian or Alaskan Native NC NC

Lincoln Park Academy Asian or Pacific Islander NC NC

Lincoln Park Academy Black NC NC

Lincoln Park Academy Hispanic 60 NC

Lincoln Park Academy Multiracial NC NC

Lincoln Park Academy White NC NC

Lorain Preparatory Academy American Indian or Alaskan Native NC NC

Lorain Preparatory Academy Asian or Pacific Islander NC NC

Lorain Preparatory Academy Black 27.3 6.7

Lorain Preparatory Academy Hispanic 33.3 27.3

Lorain Preparatory Academy Multiracial 23.1 NC

Lorain Preparatory Academy White 25 33.3

Northeast Ohio College Preparatory School American Indian or Alaskan Native NC NC

Northeast Ohio College Preparatory School Asian or Pacific Islander NC NC

Northeast Ohio College Preparatory School Black 19 15.8

Northeast Ohio College Preparatory School Hispanic NC NC
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Northeast Ohio College Preparatory School Multiracial NC NC

Northeast Ohio College Preparatory School White NC NC

Ohio College Preparatory School American Indian or Alaskan Native NC NC

Ohio College Preparatory School Asian or Pacific Islander NC NC

Ohio College Preparatory School Black 25.9 7.7

Ohio College Preparatory School Hispanic NC NC

Ohio College Preparatory School Multiracial NC NC

Ohio College Preparatory School White NC NC

Riverside Academy American Indian or Alaskan Native NC NC

Riverside Academy Asian or Pacific Islander NC NC

Riverside Academy Black 7.7 16.7

Riverside Academy Hispanic NC NC

Riverside Academy Multiracial NC NC

Riverside Academy White 28.6 35.7

South Columbus Preparatory Academy American Indian or Alaskan Native NC NC

South Columbus Preparatory Academy Asian or Pacific Islander NC NC

South Columbus Preparatory Academy Black NC NC

South Columbus Preparatory Academy Hispanic NC NC

South Columbus Preparatory Academy Multiracial NC NC

South Columbus Preparatory Academy White NC NC

STEAM Academy of Warren American Indian or Alaskan Native NC NC

STEAM Academy of Warren Asian or Pacific Islander NC NC

STEAM Academy of Warren Black 30 NC

STEAM Academy of Warren Hispanic NC NC

STEAM Academy of Warren Multiracial NC NC

STEAM Academy of Warren White NC NC

STEAM Academy of Warrensville Heights American Indian or Alaskan Native NC NC

STEAM Academy of Warrensville Heights Asian or Pacific Islander NC NC

STEAM Academy of Warrensville Heights Black 13.3 NC

STEAM Academy of Warrensville Heights Hispanic NC NC

STEAM Academy of Warrensville Heights Multiracial NC NC
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STEAM Academy of Warrensville Heights White NC NC

University of Cleveland Preparatory School American Indian or Alaskan Native NC NC

University of Cleveland Preparatory School Asian or Pacific Islander NC NC

University of Cleveland Preparatory School Black 27.8 37.5

University of Cleveland Preparatory School Hispanic NC NC

University of Cleveland Preparatory School Multiracial NC NC

University of Cleveland Preparatory School White NC NC

West Park Academy American Indian or Alaskan Native NC NC

West Park Academy Asian or Pacific Islander NC NC

West Park Academy Black NC NC

West Park Academy Hispanic 45.5 18.2

West Park Academy Multiracial NC NC

West Park Academy White 28.6 NC

Youngstown Academy of Excellence American Indian or Alaskan Native NC NC

Youngstown Academy of Excellence Asian or Pacific Islander NC NC

Youngstown Academy of Excellence Black NC NC

Youngstown Academy of Excellence Hispanic NC NC

Youngstown Academy of Excellence Multiracial NC NC

Youngstown Academy of Excellence White NC NC
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Akron Preparatory School American Indian or Alaskan Native NC NC

Akron Preparatory School Asian or Pacific Islander NC NC

Akron Preparatory School Black 23.5 10

Akron Preparatory School Hispanic NC NC

Akron Preparatory School Multiracial NC NC

Akron Preparatory School White NC NC

Alternative Education Academy American Indian or Alaskan Native NC NC

Alternative Education Academy Asian or Pacific Islander NC NC

Alternative Education Academy Black 7.1 27.3

Alternative Education Academy Hispanic NC NC

Alternative Education Academy Multiracial NC NC

Alternative Education Academy White 12.3 49.1

Broadway Academy American Indian or Alaskan Native NC NC

Broadway Academy Asian or Pacific Islander NC NC

Broadway Academy Black NC NC

Broadway Academy Hispanic NC NC

Broadway Academy Multiracial NC NC

Broadway Academy White NC NC

Canton College Preparatory School American Indian or Alaskan Native NC NC

Canton College Preparatory School Asian or Pacific Islander NC NC

Canton College Preparatory School Black 14.3 30

Canton College Preparatory School Hispanic NC NC

Canton College Preparatory School Multiracial NC NC

Canton College Preparatory School White NC NC

Cleveland Arts and Social Sciences Academy American Indian or Alaskan Native NC NC

Cleveland Arts and Social Sciences Academy Asian or Pacific Islander NC NC

Cleveland Arts and Social Sciences Academy Black 13.6 21.7

Cleveland Arts and Social Sciences Academy Hispanic NC NC

Cleveland Arts and Social Sciences Academy Multiracial NC NC

Cleveland Arts and Social Sciences Academy White NC NC

Cleveland College Preparatory School American Indian or Alaskan Native NC NC
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Cleveland College Preparatory School Asian or Pacific Islander NC NC

Cleveland College Preparatory School Black 39.1 44.8

Cleveland College Preparatory School Hispanic NC NC

Cleveland College Preparatory School Multiracial NC NC

Cleveland College Preparatory School White NC NC

Cleveland Preparatory Academy American Indian or Alaskan Native NC NC

Cleveland Preparatory Academy Asian or Pacific Islander NC NC

Cleveland Preparatory Academy Black NC NC

Cleveland Preparatory Academy Hispanic NC NC

Cleveland Preparatory Academy Multiracial NC NC

Cleveland Preparatory Academy White NC NC

Columbus Arts & Technology Academy American Indian or Alaskan Native NC NC

Columbus Arts & Technology Academy Asian or Pacific Islander NC NC

Columbus Arts & Technology Academy Black 31.4 61.3

Columbus Arts & Technology Academy Hispanic NC NC

Columbus Arts & Technology Academy Multiracial NC NC

Columbus Arts & Technology Academy White NC NC

Columbus Bilingual Academy-North American Indian or Alaskan Native NC NC

Columbus Bilingual Academy-North Asian or Pacific Islander NC NC

Columbus Bilingual Academy-North Black NC NC

Columbus Bilingual Academy-North Hispanic 10.3 NC

Columbus Bilingual Academy-North Multiracial NC NC

Columbus Bilingual Academy-North White NC NC

Columbus Humanities, Arts and Technology Academy American Indian or Alaskan Native NC NC

Columbus Humanities, Arts and Technology Academy Asian or Pacific Islander NC 40

Columbus Humanities, Arts and Technology Academy Black 27.5 41.9

Columbus Humanities, Arts and Technology Academy Hispanic NC NC

Columbus Humanities, Arts and Technology Academy Multiracial NC NC

Columbus Humanities, Arts and Technology Academy White NC NC

Cornerstone Academy Community School American Indian or Alaskan Native NC NC

Cornerstone Academy Community School Asian or Pacific Islander NC NC

Attachment 23: Academic Performance Page 342



Building Name Student Group
Math 6th Grade 2017-2018 % 

Proficient or above

ELA 7th Grade 2017-2018 

% Proficient or above

Cornerstone Academy Community School Black 57.6 89.5

Cornerstone Academy Community School Hispanic NC NC

Cornerstone Academy Community School Multiracial NC NC

Cornerstone Academy Community School White 78.6 NC

East Academy American Indian or Alaskan Native NC NC

East Academy Asian or Pacific Islander NC NC

East Academy Black 56.5 23.8

East Academy Hispanic NC NC

East Academy Multiracial NC NC

East Academy White NC NC

Wright Preparatory Academy American Indian or Alaskan Native NC NC

Wright Preparatory Academy Asian or Pacific Islander NC NC

Wright Preparatory Academy Black NC NC

Wright Preparatory Academy Hispanic NC NC

Wright Preparatory Academy Multiracial NC NC

Wright Preparatory Academy White NC NC

Euclid Preparatory School American Indian or Alaskan Native NC NC

Euclid Preparatory School Asian or Pacific Islander NC NC

Euclid Preparatory School Black NC NC

Euclid Preparatory School Hispanic NC NC

Euclid Preparatory School Multiracial NC NC

Euclid Preparatory School White NC NC

Foundation Academy American Indian or Alaskan Native NC NC

Foundation Academy Asian or Pacific Islander NC NC

Foundation Academy Black 28.6 10.5

Foundation Academy Hispanic NC NC

Foundation Academy Multiracial NC NC

Foundation Academy White 57.1 63.6

Hope Academy Northcoast American Indian or Alaskan Native NC NC

Hope Academy Northcoast Asian or Pacific Islander NC NC

Hope Academy Northcoast Black 6.3 20
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Hope Academy Northcoast Hispanic NC NC

Hope Academy Northcoast Multiracial NC NC

Hope Academy Northcoast White NC NC

Hope Academy Northwest Campus American Indian or Alaskan Native NC NC

Hope Academy Northwest Campus Asian or Pacific Islander NC NC

Hope Academy Northwest Campus Black 45.5 54.5

Hope Academy Northwest Campus Hispanic 40 NC

Hope Academy Northwest Campus Multiracial NC NC

Hope Academy Northwest Campus White NC NC

Lake Erie College Preparatory School American Indian or Alaskan Native NC NC

Lake Erie College Preparatory School Asian or Pacific Islander NC NC

Lake Erie College Preparatory School Black 5.6 5.6

Lake Erie College Preparatory School Hispanic NC NC

Lake Erie College Preparatory School Multiracial NC NC

Lake Erie College Preparatory School White NC NC

Lincoln Park Academy American Indian or Alaskan Native NC NC

Lincoln Park Academy Asian or Pacific Islander NC NC

Lincoln Park Academy Black NC NC

Lincoln Park Academy Hispanic NC NC

Lincoln Park Academy Multiracial NC NC

Lincoln Park Academy White NC NC

Lorain Preparatory Academy American Indian or Alaskan Native NC NC

Lorain Preparatory Academy Asian or Pacific Islander NC NC

Lorain Preparatory Academy Black 20 NC

Lorain Preparatory Academy Hispanic 36.4 NC

Lorain Preparatory Academy Multiracial NC NC

Lorain Preparatory Academy White 33.3 NC

Northeast Ohio College Preparatory School American Indian or Alaskan Native NC NC

Northeast Ohio College Preparatory School Asian or Pacific Islander NC NC

Northeast Ohio College Preparatory School Black 5.3 47.6

Northeast Ohio College Preparatory School Hispanic NC NC
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Northeast Ohio College Preparatory School Multiracial NC NC

Northeast Ohio College Preparatory School White NC NC

Ohio College Preparatory School American Indian or Alaskan Native NC NC

Ohio College Preparatory School Asian or Pacific Islander NC NC

Ohio College Preparatory School Black 23.1 16.7

Ohio College Preparatory School Hispanic NC NC

Ohio College Preparatory School Multiracial NC NC

Ohio College Preparatory School White NC NC

Riverside Academy American Indian or Alaskan Native NC NC

Riverside Academy Asian or Pacific Islander NC NC

Riverside Academy Black NC 27.3

Riverside Academy Hispanic NC NC

Riverside Academy Multiracial NC NC

Riverside Academy White 14.3 NC

South Columbus Preparatory Academy American Indian or Alaskan Native NC NC

South Columbus Preparatory Academy Asian or Pacific Islander NC NC

South Columbus Preparatory Academy Black NC NC

South Columbus Preparatory Academy Hispanic NC NC

South Columbus Preparatory Academy Multiracial NC NC

South Columbus Preparatory Academy White NC NC

STEAM Academy of Warren American Indian or Alaskan Native NC NC

STEAM Academy of Warren Asian or Pacific Islander NC NC

STEAM Academy of Warren Black NC NC

STEAM Academy of Warren Hispanic NC NC

STEAM Academy of Warren Multiracial NC NC

STEAM Academy of Warren White NC NC

STEAM Academy of Warrensville Heights American Indian or Alaskan Native NC NC

STEAM Academy of Warrensville Heights Asian or Pacific Islander NC NC

STEAM Academy of Warrensville Heights Black NC NC

STEAM Academy of Warrensville Heights Hispanic NC NC

STEAM Academy of Warrensville Heights Multiracial NC NC
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STEAM Academy of Warrensville Heights White NC NC

University of Cleveland Preparatory School American Indian or Alaskan Native NC NC

University of Cleveland Preparatory School Asian or Pacific Islander NC NC

University of Cleveland Preparatory School Black 20.8 43.5

University of Cleveland Preparatory School Hispanic NC NC

University of Cleveland Preparatory School Multiracial NC NC

University of Cleveland Preparatory School White NC NC

West Park Academy American Indian or Alaskan Native NC NC

West Park Academy Asian or Pacific Islander NC NC

West Park Academy Black NC NC

West Park Academy Hispanic 9.1 NC

West Park Academy Multiracial NC NC

West Park Academy White NC NC

Youngstown Academy of Excellence American Indian or Alaskan Native NC NC

Youngstown Academy of Excellence Asian or Pacific Islander NC NC

Youngstown Academy of Excellence Black NC NC

Youngstown Academy of Excellence Hispanic NC NC

Youngstown Academy of Excellence Multiracial NC NC

Youngstown Academy of Excellence White NC NC
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Akron Preparatory School American Indian or Alaskan Native NC NC

Akron Preparatory School Asian or Pacific Islander NC NC

Akron Preparatory School Black NC NC

Akron Preparatory School Hispanic NC NC

Akron Preparatory School Multiracial NC NC

Akron Preparatory School White NC NC

Alternative Education Academy American Indian or Alaskan Native NC NC

Alternative Education Academy Asian or Pacific Islander NC NC

Alternative Education Academy Black 10 15

Alternative Education Academy Hispanic NC NC

Alternative Education Academy Multiracial NC NC

Alternative Education Academy White 27.3 34.9

Broadway Academy American Indian or Alaskan Native NC NC

Broadway Academy Asian or Pacific Islander NC NC

Broadway Academy Black NC NC

Broadway Academy Hispanic NC NC

Broadway Academy Multiracial NC NC

Broadway Academy White NC NC

Canton College Preparatory School American Indian or Alaskan Native NC NC

Canton College Preparatory School Asian or Pacific Islander NC NC

Canton College Preparatory School Black NC NC

Canton College Preparatory School Hispanic NC NC

Canton College Preparatory School Multiracial NC NC

Canton College Preparatory School White NC NC

Cleveland Arts and Social Sciences Academy American Indian or Alaskan Native NC NC

Cleveland Arts and Social Sciences Academy Asian or Pacific Islander NC NC

Cleveland Arts and Social Sciences Academy Black 13.6 27.3

Cleveland Arts and Social Sciences Academy Hispanic NC NC

Cleveland Arts and Social Sciences Academy Multiracial NC NC

Cleveland Arts and Social Sciences Academy White NC NC

Cleveland College Preparatory School American Indian or Alaskan Native NC NC
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Cleveland College Preparatory School Asian or Pacific Islander NC NC

Cleveland College Preparatory School Black 30 31

Cleveland College Preparatory School Hispanic NC NC

Cleveland College Preparatory School Multiracial NC NC

Cleveland College Preparatory School White NC NC

Cleveland Preparatory Academy American Indian or Alaskan Native NC NC

Cleveland Preparatory Academy Asian or Pacific Islander NC NC

Cleveland Preparatory Academy Black NC NC

Cleveland Preparatory Academy Hispanic NC NC

Cleveland Preparatory Academy Multiracial NC NC

Cleveland Preparatory Academy White NC NC

Columbus Arts & Technology Academy American Indian or Alaskan Native NC NC

Columbus Arts & Technology Academy Asian or Pacific Islander NC NC

Columbus Arts & Technology Academy Black 51.6 38.5

Columbus Arts & Technology Academy Hispanic NC NC

Columbus Arts & Technology Academy Multiracial NC NC

Columbus Arts & Technology Academy White NC NC

Columbus Bilingual Academy-North American Indian or Alaskan Native NC NC

Columbus Bilingual Academy-North Asian or Pacific Islander NC NC

Columbus Bilingual Academy-North Black NC NC

Columbus Bilingual Academy-North Hispanic NC NC

Columbus Bilingual Academy-North Multiracial NC NC

Columbus Bilingual Academy-North White NC NC

Columbus Humanities, Arts and Technology Academy American Indian or Alaskan Native NC NC

Columbus Humanities, Arts and Technology Academy Asian or Pacific Islander 50 NC

Columbus Humanities, Arts and Technology Academy Black 38.7 42.1

Columbus Humanities, Arts and Technology Academy Hispanic NC NC

Columbus Humanities, Arts and Technology Academy Multiracial NC NC

Columbus Humanities, Arts and Technology Academy White NC NC

Cornerstone Academy Community School American Indian or Alaskan Native NC NC

Cornerstone Academy Community School Asian or Pacific Islander NC NC
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Cornerstone Academy Community School Black 68.4 33.3

Cornerstone Academy Community School Hispanic NC NC

Cornerstone Academy Community School Multiracial NC NC

Cornerstone Academy Community School White NC NC

East Academy American Indian or Alaskan Native NC NC

East Academy Asian or Pacific Islander NC NC

East Academy Black 9.5 7.7

East Academy Hispanic NC NC

East Academy Multiracial NC NC

East Academy White NC NC

Wright Preparatory Academy American Indian or Alaskan Native NC NC

Wright Preparatory Academy Asian or Pacific Islander NC NC

Wright Preparatory Academy Black NC NC

Wright Preparatory Academy Hispanic NC NC

Wright Preparatory Academy Multiracial NC NC

Wright Preparatory Academy White NC NC

Euclid Preparatory School American Indian or Alaskan Native NC NC

Euclid Preparatory School Asian or Pacific Islander NC NC

Euclid Preparatory School Black 5.9 NC

Euclid Preparatory School Hispanic NC NC

Euclid Preparatory School Multiracial NC NC

Euclid Preparatory School White NC NC

Foundation Academy American Indian or Alaskan Native NC NC

Foundation Academy Asian or Pacific Islander NC NC

Foundation Academy Black 31.6 NC

Foundation Academy Hispanic NC NC

Foundation Academy Multiracial NC NC

Foundation Academy White 72.7 35.7

Hope Academy Northcoast American Indian or Alaskan Native NC NC

Hope Academy Northcoast Asian or Pacific Islander NC NC

Hope Academy Northcoast Black 33.3 28.6
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Hope Academy Northcoast Hispanic NC NC

Hope Academy Northcoast Multiracial NC NC

Hope Academy Northcoast White NC NC

Hope Academy Northwest Campus American Indian or Alaskan Native NC NC

Hope Academy Northwest Campus Asian or Pacific Islander NC NC

Hope Academy Northwest Campus Black 36.4 NC

Hope Academy Northwest Campus Hispanic NC NC

Hope Academy Northwest Campus Multiracial NC NC

Hope Academy Northwest Campus White NC NC

Lake Erie College Preparatory School American Indian or Alaskan Native NC NC

Lake Erie College Preparatory School Asian or Pacific Islander NC NC

Lake Erie College Preparatory School Black 11.1 25

Lake Erie College Preparatory School Hispanic NC NC

Lake Erie College Preparatory School Multiracial NC NC

Lake Erie College Preparatory School White NC NC

Lincoln Park Academy American Indian or Alaskan Native NC NC

Lincoln Park Academy Asian or Pacific Islander NC NC

Lincoln Park Academy Black NC NC

Lincoln Park Academy Hispanic NC NC

Lincoln Park Academy Multiracial NC NC

Lincoln Park Academy White NC NC

Lorain Preparatory Academy American Indian or Alaskan Native NC NC

Lorain Preparatory Academy Asian or Pacific Islander NC NC

Lorain Preparatory Academy Black NC NC

Lorain Preparatory Academy Hispanic NC 40

Lorain Preparatory Academy Multiracial NC NC

Lorain Preparatory Academy White NC NC

Northeast Ohio College Preparatory School American Indian or Alaskan Native NC NC

Northeast Ohio College Preparatory School Asian or Pacific Islander NC NC

Northeast Ohio College Preparatory School Black 19 26.9

Northeast Ohio College Preparatory School Hispanic NC NC
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Northeast Ohio College Preparatory School Multiracial NC NC

Northeast Ohio College Preparatory School White NC NC

Ohio College Preparatory School American Indian or Alaskan Native NC NC

Ohio College Preparatory School Asian or Pacific Islander NC NC

Ohio College Preparatory School Black 42.1 13.8

Ohio College Preparatory School Hispanic NC NC

Ohio College Preparatory School Multiracial NC NC

Ohio College Preparatory School White NC NC

Riverside Academy American Indian or Alaskan Native NC NC

Riverside Academy Asian or Pacific Islander NC NC

Riverside Academy Black 9.1 NC

Riverside Academy Hispanic NC NC

Riverside Academy Multiracial NC NC

Riverside Academy White NC 30

South Columbus Preparatory Academy American Indian or Alaskan Native NC NC

South Columbus Preparatory Academy Asian or Pacific Islander NC NC

South Columbus Preparatory Academy Black NC NC

South Columbus Preparatory Academy Hispanic NC NC

South Columbus Preparatory Academy Multiracial NC NC

South Columbus Preparatory Academy White NC NC

STEAM Academy of Warren American Indian or Alaskan Native NC NC

STEAM Academy of Warren Asian or Pacific Islander NC NC

STEAM Academy of Warren Black NC NC

STEAM Academy of Warren Hispanic NC NC

STEAM Academy of Warren Multiracial NC NC

STEAM Academy of Warren White NC NC

STEAM Academy of Warrensville Heights American Indian or Alaskan Native NC NC

STEAM Academy of Warrensville Heights Asian or Pacific Islander NC NC

STEAM Academy of Warrensville Heights Black NC NC

STEAM Academy of Warrensville Heights Hispanic NC NC

STEAM Academy of Warrensville Heights Multiracial NC NC
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STEAM Academy of Warrensville Heights White NC NC

University of Cleveland Preparatory School American Indian or Alaskan Native NC NC

University of Cleveland Preparatory School Asian or Pacific Islander NC NC

University of Cleveland Preparatory School Black 26.1 25.9

University of Cleveland Preparatory School Hispanic NC NC

University of Cleveland Preparatory School Multiracial NC NC

University of Cleveland Preparatory School White NC NC

West Park Academy American Indian or Alaskan Native NC NC

West Park Academy Asian or Pacific Islander NC NC

West Park Academy Black NC NC

West Park Academy Hispanic NC NC

West Park Academy Multiracial NC NC

West Park Academy White NC 18.2

Youngstown Academy of Excellence American Indian or Alaskan Native NC NC

Youngstown Academy of Excellence Asian or Pacific Islander NC NC

Youngstown Academy of Excellence Black NC NC

Youngstown Academy of Excellence Hispanic NC NC

Youngstown Academy of Excellence Multiracial NC NC

Youngstown Academy of Excellence White NC NC
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Akron Preparatory School American Indian or Alaskan Native NC NC

Akron Preparatory School Asian or Pacific Islander NC NC

Akron Preparatory School Black NC 18.2

Akron Preparatory School Hispanic NC NC

Akron Preparatory School Multiracial NC NC

Akron Preparatory School White NC NC

Alternative Education Academy American Indian or Alaskan Native NC NC

Alternative Education Academy Asian or Pacific Islander NC NC

Alternative Education Academy Black 10.5 27.8

Alternative Education Academy Hispanic NC NC

Alternative Education Academy Multiracial NC NC

Alternative Education Academy White 31.7 46

Broadway Academy American Indian or Alaskan Native NC NC

Broadway Academy Asian or Pacific Islander NC NC

Broadway Academy Black NC NC

Broadway Academy Hispanic NC NC

Broadway Academy Multiracial NC NC

Broadway Academy White NC NC

Canton College Preparatory School American Indian or Alaskan Native NC NC

Canton College Preparatory School Asian or Pacific Islander NC NC

Canton College Preparatory School Black NC NC

Canton College Preparatory School Hispanic NC NC

Canton College Preparatory School Multiracial NC NC

Canton College Preparatory School White NC NC

Cleveland Arts and Social Sciences Academy American Indian or Alaskan Native NC NC

Cleveland Arts and Social Sciences Academy Asian or Pacific Islander NC NC

Cleveland Arts and Social Sciences Academy Black 27.3 36.4

Cleveland Arts and Social Sciences Academy Hispanic NC NC

Cleveland Arts and Social Sciences Academy Multiracial NC NC

Cleveland Arts and Social Sciences Academy White NC NC

Cleveland College Preparatory School American Indian or Alaskan Native NC NC
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Cleveland College Preparatory School Asian or Pacific Islander NC NC

Cleveland College Preparatory School Black 26.7 19.2

Cleveland College Preparatory School Hispanic NC NC

Cleveland College Preparatory School Multiracial NC NC

Cleveland College Preparatory School White NC NC

Cleveland Preparatory Academy American Indian or Alaskan Native NC NC

Cleveland Preparatory Academy Asian or Pacific Islander NC NC

Cleveland Preparatory Academy Black NC NC

Cleveland Preparatory Academy Hispanic NC NC

Cleveland Preparatory Academy Multiracial NC NC

Cleveland Preparatory Academy White NC NC

Columbus Arts & Technology Academy American Indian or Alaskan Native NC NC

Columbus Arts & Technology Academy Asian or Pacific Islander NC NC

Columbus Arts & Technology Academy Black 57.7 50

Columbus Arts & Technology Academy Hispanic NC NC

Columbus Arts & Technology Academy Multiracial NC NC

Columbus Arts & Technology Academy White NC NC

Columbus Bilingual Academy-North American Indian or Alaskan Native NC NC

Columbus Bilingual Academy-North Asian or Pacific Islander NC NC

Columbus Bilingual Academy-North Black NC NC

Columbus Bilingual Academy-North Hispanic NC NC

Columbus Bilingual Academy-North Multiracial NC NC

Columbus Bilingual Academy-North White NC NC

Columbus Humanities, Arts and Technology Academy American Indian or Alaskan Native NC NC

Columbus Humanities, Arts and Technology Academy Asian or Pacific Islander NC NC

Columbus Humanities, Arts and Technology Academy Black 73.7 52.6

Columbus Humanities, Arts and Technology Academy Hispanic NC NC

Columbus Humanities, Arts and Technology Academy Multiracial NC NC

Columbus Humanities, Arts and Technology Academy White NC NC

Cornerstone Academy Community School American Indian or Alaskan Native NC NC

Cornerstone Academy Community School Asian or Pacific Islander NC NC
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Cornerstone Academy Community School Black 61.9 57.1

Cornerstone Academy Community School Hispanic NC NC

Cornerstone Academy Community School Multiracial NC NC

Cornerstone Academy Community School White NC NC

East Academy American Indian or Alaskan Native NC NC

East Academy Asian or Pacific Islander NC NC

East Academy Black 57.7 11.5

East Academy Hispanic NC NC

East Academy Multiracial NC NC

East Academy White NC NC

Wright Preparatory Academy American Indian or Alaskan Native NC NC

Wright Preparatory Academy Asian or Pacific Islander NC NC

Wright Preparatory Academy Black NC NC

Wright Preparatory Academy Hispanic NC NC

Wright Preparatory Academy Multiracial NC NC

Wright Preparatory Academy White NC NC

Euclid Preparatory School American Indian or Alaskan Native NC NC

Euclid Preparatory School Asian or Pacific Islander NC NC

Euclid Preparatory School Black NC NC

Euclid Preparatory School Hispanic NC NC

Euclid Preparatory School Multiracial NC NC

Euclid Preparatory School White NC NC

Foundation Academy American Indian or Alaskan Native NC NC

Foundation Academy Asian or Pacific Islander NC NC

Foundation Academy Black NC NC

Foundation Academy Hispanic NC NC

Foundation Academy Multiracial NC NC

Foundation Academy White 57.1 57.1

Hope Academy Northcoast American Indian or Alaskan Native NC NC

Hope Academy Northcoast Asian or Pacific Islander NC NC

Hope Academy Northcoast Black 21.4 14.3
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Hope Academy Northcoast Hispanic NC NC

Hope Academy Northcoast Multiracial NC NC

Hope Academy Northcoast White NC NC

Hope Academy Northwest Campus American Indian or Alaskan Native NC NC

Hope Academy Northwest Campus Asian or Pacific Islander NC NC

Hope Academy Northwest Campus Black NC NC

Hope Academy Northwest Campus Hispanic NC NC

Hope Academy Northwest Campus Multiracial NC NC

Hope Academy Northwest Campus White NC NC

Lake Erie College Preparatory School American Indian or Alaskan Native NC NC

Lake Erie College Preparatory School Asian or Pacific Islander NC NC

Lake Erie College Preparatory School Black 22.7 14.3

Lake Erie College Preparatory School Hispanic NC NC

Lake Erie College Preparatory School Multiracial NC NC

Lake Erie College Preparatory School White NC NC

Lincoln Park Academy American Indian or Alaskan Native NC NC

Lincoln Park Academy Asian or Pacific Islander NC NC

Lincoln Park Academy Black NC NC

Lincoln Park Academy Hispanic NC NC

Lincoln Park Academy Multiracial NC NC

Lincoln Park Academy White NC NC

Lorain Preparatory Academy American Indian or Alaskan Native NC NC

Lorain Preparatory Academy Asian or Pacific Islander NC NC

Lorain Preparatory Academy Black NC NC

Lorain Preparatory Academy Hispanic 40 40

Lorain Preparatory Academy Multiracial NC NC

Lorain Preparatory Academy White NC NC

Northeast Ohio College Preparatory School American Indian or Alaskan Native NC NC

Northeast Ohio College Preparatory School Asian or Pacific Islander NC NC

Northeast Ohio College Preparatory School Black 26.9 26.9

Northeast Ohio College Preparatory School Hispanic NC NC
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Northeast Ohio College Preparatory School Multiracial NC NC

Northeast Ohio College Preparatory School White NC NC

Ohio College Preparatory School American Indian or Alaskan Native NC NC

Ohio College Preparatory School Asian or Pacific Islander NC NC

Ohio College Preparatory School Black 34.5 20.7

Ohio College Preparatory School Hispanic NC NC

Ohio College Preparatory School Multiracial NC NC

Ohio College Preparatory School White NC NC

Riverside Academy American Indian or Alaskan Native NC NC

Riverside Academy Asian or Pacific Islander NC NC

Riverside Academy Black NC NC

Riverside Academy Hispanic NC NC

Riverside Academy Multiracial NC NC

Riverside Academy White 20 40

South Columbus Preparatory Academy American Indian or Alaskan Native NC NC

South Columbus Preparatory Academy Asian or Pacific Islander NC NC

South Columbus Preparatory Academy Black NC NC

South Columbus Preparatory Academy Hispanic NC NC

South Columbus Preparatory Academy Multiracial NC NC

South Columbus Preparatory Academy White NC NC

STEAM Academy of Warren American Indian or Alaskan Native NC NC

STEAM Academy of Warren Asian or Pacific Islander NC NC

STEAM Academy of Warren Black NC NC

STEAM Academy of Warren Hispanic NC NC

STEAM Academy of Warren Multiracial NC NC

STEAM Academy of Warren White NC NC

STEAM Academy of Warrensville Heights American Indian or Alaskan Native NC NC

STEAM Academy of Warrensville Heights Asian or Pacific Islander NC NC

STEAM Academy of Warrensville Heights Black NC NC

STEAM Academy of Warrensville Heights Hispanic NC NC

STEAM Academy of Warrensville Heights Multiracial NC NC
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STEAM Academy of Warrensville Heights White NC NC

University of Cleveland Preparatory School American Indian or Alaskan Native NC NC

University of Cleveland Preparatory School Asian or Pacific Islander NC NC

University of Cleveland Preparatory School Black 22.2 22.2

University of Cleveland Preparatory School Hispanic NC NC

University of Cleveland Preparatory School Multiracial NC NC

University of Cleveland Preparatory School White NC NC

West Park Academy American Indian or Alaskan Native NC NC

West Park Academy Asian or Pacific Islander NC NC

West Park Academy Black NC NC

West Park Academy Hispanic NC NC

West Park Academy Multiracial NC NC

West Park Academy White 27.3 45.5

Youngstown Academy of Excellence American Indian or Alaskan Native NC NC

Youngstown Academy of Excellence Asian or Pacific Islander NC NC

Youngstown Academy of Excellence Black NC NC

Youngstown Academy of Excellence Hispanic NC NC

Youngstown Academy of Excellence Multiracial NC NC

Youngstown Academy of Excellence White NC NC
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Akron Preparatory School American Indian or Alaskan Native NC NC

Akron Preparatory School Asian or Pacific Islander NC NC

Akron Preparatory School Black NC NC

Akron Preparatory School Hispanic NC NC

Akron Preparatory School Multiracial NC NC

Akron Preparatory School White NC NC

Alternative Education Academy American Indian or Alaskan Native NC NC

Alternative Education Academy Asian or Pacific Islander NC NC

Alternative Education Academy Black 37.5 72.2

Alternative Education Academy Hispanic NC NC

Alternative Education Academy Multiracial NC NC

Alternative Education Academy White 62.8 76.6

Broadway Academy American Indian or Alaskan Native NC NC

Broadway Academy Asian or Pacific Islander NC NC

Broadway Academy Black NC NC

Broadway Academy Hispanic NC NC

Broadway Academy Multiracial NC NC

Broadway Academy White NC NC

Canton College Preparatory School American Indian or Alaskan Native NC NC

Canton College Preparatory School Asian or Pacific Islander NC NC

Canton College Preparatory School Black NC NC

Canton College Preparatory School Hispanic NC NC

Canton College Preparatory School Multiracial NC NC

Canton College Preparatory School White NC NC

Cleveland Arts and Social Sciences Academy American Indian or Alaskan Native NC NC

Cleveland Arts and Social Sciences Academy Asian or Pacific Islander NC NC

Cleveland Arts and Social Sciences Academy Black NC NC

Cleveland Arts and Social Sciences Academy Hispanic NC NC

Cleveland Arts and Social Sciences Academy Multiracial NC NC

Cleveland Arts and Social Sciences Academy White NC NC

Cleveland College Preparatory School American Indian or Alaskan Native NC NC
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Cleveland College Preparatory School Asian or Pacific Islander NC NC

Cleveland College Preparatory School Black NC NC

Cleveland College Preparatory School Hispanic NC NC

Cleveland College Preparatory School Multiracial NC NC

Cleveland College Preparatory School White NC NC

Cleveland Preparatory Academy American Indian or Alaskan Native NC NC

Cleveland Preparatory Academy Asian or Pacific Islander NC NC

Cleveland Preparatory Academy Black NC NC

Cleveland Preparatory Academy Hispanic NC NC

Cleveland Preparatory Academy Multiracial NC NC

Cleveland Preparatory Academy White NC NC

Columbus Arts & Technology Academy American Indian or Alaskan Native NC NC

Columbus Arts & Technology Academy Asian or Pacific Islander NC NC

Columbus Arts & Technology Academy Black 54.5 75

Columbus Arts & Technology Academy Hispanic NC NC

Columbus Arts & Technology Academy Multiracial NC NC

Columbus Arts & Technology Academy White NC NC

Columbus Bilingual Academy-North American Indian or Alaskan Native NC NC

Columbus Bilingual Academy-North Asian or Pacific Islander NC NC

Columbus Bilingual Academy-North Black NC NC

Columbus Bilingual Academy-North Hispanic NC NC

Columbus Bilingual Academy-North Multiracial NC NC

Columbus Bilingual Academy-North White NC NC

Columbus Humanities, Arts and Technology Academy American Indian or Alaskan Native NC NC

Columbus Humanities, Arts and Technology Academy Asian or Pacific Islander NC NC

Columbus Humanities, Arts and Technology Academy Black NC NC

Columbus Humanities, Arts and Technology Academy Hispanic NC NC

Columbus Humanities, Arts and Technology Academy Multiracial NC NC

Columbus Humanities, Arts and Technology Academy White NC NC

Cornerstone Academy Community School American Indian or Alaskan Native NC NC

Cornerstone Academy Community School Asian or Pacific Islander NC NC
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Cornerstone Academy Community School Black NC NC

Cornerstone Academy Community School Hispanic NC NC

Cornerstone Academy Community School Multiracial NC NC

Cornerstone Academy Community School White NC NC

East Academy American Indian or Alaskan Native NC NC

East Academy Asian or Pacific Islander NC NC

East Academy Black NC NC

East Academy Hispanic NC NC

East Academy Multiracial NC NC

East Academy White NC NC

Wright Preparatory Academy American Indian or Alaskan Native NC NC

Wright Preparatory Academy Asian or Pacific Islander NC NC

Wright Preparatory Academy Black NC NC

Wright Preparatory Academy Hispanic NC NC

Wright Preparatory Academy Multiracial NC NC

Wright Preparatory Academy White NC NC

Euclid Preparatory School American Indian or Alaskan Native NC NC

Euclid Preparatory School Asian or Pacific Islander NC NC

Euclid Preparatory School Black NC NC

Euclid Preparatory School Hispanic NC NC

Euclid Preparatory School Multiracial NC NC

Euclid Preparatory School White NC NC

Foundation Academy American Indian or Alaskan Native NC NC

Foundation Academy Asian or Pacific Islander NC NC

Foundation Academy Black NC NC

Foundation Academy Hispanic NC NC

Foundation Academy Multiracial NC NC

Foundation Academy White NC NC

Hope Academy Northcoast American Indian or Alaskan Native NC NC

Hope Academy Northcoast Asian or Pacific Islander NC NC

Hope Academy Northcoast Black NC NC

Attachment 23: Academic Performance Page 361



Building Name Student Group
History End of Course 2017-

2018 % Proficient or above

Government End of Course 2017-

2018 % Proficient or above

Hope Academy Northcoast Hispanic NC NC

Hope Academy Northcoast Multiracial NC NC

Hope Academy Northcoast White NC NC

Hope Academy Northwest Campus American Indian or Alaskan Native NC NC

Hope Academy Northwest Campus Asian or Pacific Islander NC NC

Hope Academy Northwest Campus Black NC NC

Hope Academy Northwest Campus Hispanic NC NC

Hope Academy Northwest Campus Multiracial NC NC

Hope Academy Northwest Campus White NC NC

Lake Erie College Preparatory School American Indian or Alaskan Native NC NC

Lake Erie College Preparatory School Asian or Pacific Islander NC NC

Lake Erie College Preparatory School Black NC NC

Lake Erie College Preparatory School Hispanic NC NC

Lake Erie College Preparatory School Multiracial NC NC

Lake Erie College Preparatory School White NC NC

Lincoln Park Academy American Indian or Alaskan Native NC NC

Lincoln Park Academy Asian or Pacific Islander NC NC

Lincoln Park Academy Black NC NC

Lincoln Park Academy Hispanic NC NC

Lincoln Park Academy Multiracial NC NC

Lincoln Park Academy White NC NC

Lorain Preparatory Academy American Indian or Alaskan Native NC NC

Lorain Preparatory Academy Asian or Pacific Islander NC NC

Lorain Preparatory Academy Black NC NC

Lorain Preparatory Academy Hispanic NC NC

Lorain Preparatory Academy Multiracial NC NC

Lorain Preparatory Academy White NC NC

Northeast Ohio College Preparatory School American Indian or Alaskan Native NC NC

Northeast Ohio College Preparatory School Asian or Pacific Islander NC NC

Northeast Ohio College Preparatory School Black 51.9 77.3

Northeast Ohio College Preparatory School Hispanic NC NC
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Northeast Ohio College Preparatory School Multiracial NC NC

Northeast Ohio College Preparatory School White NC NC

Ohio College Preparatory School American Indian or Alaskan Native NC NC

Ohio College Preparatory School Asian or Pacific Islander NC NC

Ohio College Preparatory School Black NC NC

Ohio College Preparatory School Hispanic NC NC

Ohio College Preparatory School Multiracial NC NC

Ohio College Preparatory School White NC NC

Riverside Academy American Indian or Alaskan Native NC NC

Riverside Academy Asian or Pacific Islander NC NC

Riverside Academy Black NC NC

Riverside Academy Hispanic NC NC

Riverside Academy Multiracial NC NC

Riverside Academy White NC NC

South Columbus Preparatory Academy American Indian or Alaskan Native NC NC

South Columbus Preparatory Academy Asian or Pacific Islander NC NC

South Columbus Preparatory Academy Black NC NC

South Columbus Preparatory Academy Hispanic NC NC

South Columbus Preparatory Academy Multiracial NC NC

South Columbus Preparatory Academy White NC NC

STEAM Academy of Warren American Indian or Alaskan Native NC NC

STEAM Academy of Warren Asian or Pacific Islander NC NC

STEAM Academy of Warren Black NC NC

STEAM Academy of Warren Hispanic NC NC

STEAM Academy of Warren Multiracial NC NC

STEAM Academy of Warren White NC NC

STEAM Academy of Warrensville Heights American Indian or Alaskan Native NC NC

STEAM Academy of Warrensville Heights Asian or Pacific Islander NC NC

STEAM Academy of Warrensville Heights Black NC NC

STEAM Academy of Warrensville Heights Hispanic NC NC

STEAM Academy of Warrensville Heights Multiracial NC NC
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STEAM Academy of Warrensville Heights White NC NC

University of Cleveland Preparatory School American Indian or Alaskan Native NC NC

University of Cleveland Preparatory School Asian or Pacific Islander NC NC

University of Cleveland Preparatory School Black NC NC

University of Cleveland Preparatory School Hispanic NC NC

University of Cleveland Preparatory School Multiracial NC NC

University of Cleveland Preparatory School White NC NC

West Park Academy American Indian or Alaskan Native NC NC

West Park Academy Asian or Pacific Islander NC NC

West Park Academy Black NC NC

West Park Academy Hispanic NC NC

West Park Academy Multiracial NC NC

West Park Academy White NC NC

Youngstown Academy of Excellence American Indian or Alaskan Native NC NC

Youngstown Academy of Excellence Asian or Pacific Islander NC NC

Youngstown Academy of Excellence Black NC NC

Youngstown Academy of Excellence Hispanic NC NC

Youngstown Academy of Excellence Multiracial NC NC

Youngstown Academy of Excellence White NC NC
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Akron Preparatory School American Indian or Alaskan Native NC

Akron Preparatory School Asian or Pacific Islander NC

Akron Preparatory School Black NC

Akron Preparatory School Hispanic NC

Akron Preparatory School Multiracial NC

Akron Preparatory School White NC

Alternative Education Academy American Indian or Alaskan Native NC

Alternative Education Academy Asian or Pacific Islander NC

Alternative Education Academy Black 25

Alternative Education Academy Hispanic NC

Alternative Education Academy Multiracial NC

Alternative Education Academy White 43.3

Broadway Academy American Indian or Alaskan Native NC

Broadway Academy Asian or Pacific Islander NC

Broadway Academy Black NC

Broadway Academy Hispanic NC

Broadway Academy Multiracial NC

Broadway Academy White NC

Canton College Preparatory School American Indian or Alaskan Native NC

Canton College Preparatory School Asian or Pacific Islander NC

Canton College Preparatory School Black NC

Canton College Preparatory School Hispanic NC

Canton College Preparatory School Multiracial NC

Canton College Preparatory School White NC

Cleveland Arts and Social Sciences Academy American Indian or Alaskan Native NC

Cleveland Arts and Social Sciences Academy Asian or Pacific Islander NC

Cleveland Arts and Social Sciences Academy Black NC

Cleveland Arts and Social Sciences Academy Hispanic NC

Cleveland Arts and Social Sciences Academy Multiracial NC

Cleveland Arts and Social Sciences Academy White NC

Cleveland College Preparatory School American Indian or Alaskan Native NC
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Cleveland College Preparatory School Asian or Pacific Islander NC

Cleveland College Preparatory School Black NC

Cleveland College Preparatory School Hispanic NC

Cleveland College Preparatory School Multiracial NC

Cleveland College Preparatory School White NC

Cleveland Preparatory Academy American Indian or Alaskan Native NC

Cleveland Preparatory Academy Asian or Pacific Islander NC

Cleveland Preparatory Academy Black NC

Cleveland Preparatory Academy Hispanic NC

Cleveland Preparatory Academy Multiracial NC

Cleveland Preparatory Academy White NC

Columbus Arts & Technology Academy American Indian or Alaskan Native NC

Columbus Arts & Technology Academy Asian or Pacific Islander NC

Columbus Arts & Technology Academy Black 53.3

Columbus Arts & Technology Academy Hispanic NC

Columbus Arts & Technology Academy Multiracial NC

Columbus Arts & Technology Academy White NC

Columbus Bilingual Academy-North American Indian or Alaskan Native NC

Columbus Bilingual Academy-North Asian or Pacific Islander NC

Columbus Bilingual Academy-North Black NC

Columbus Bilingual Academy-North Hispanic NC

Columbus Bilingual Academy-North Multiracial NC

Columbus Bilingual Academy-North White NC

Columbus Humanities, Arts and Technology Academy American Indian or Alaskan Native NC

Columbus Humanities, Arts and Technology Academy Asian or Pacific Islander NC

Columbus Humanities, Arts and Technology Academy Black NC

Columbus Humanities, Arts and Technology Academy Hispanic NC

Columbus Humanities, Arts and Technology Academy Multiracial NC

Columbus Humanities, Arts and Technology Academy White NC

Cornerstone Academy Community School American Indian or Alaskan Native NC

Cornerstone Academy Community School Asian or Pacific Islander NC
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Cornerstone Academy Community School Black NC

Cornerstone Academy Community School Hispanic NC

Cornerstone Academy Community School Multiracial NC

Cornerstone Academy Community School White NC

East Academy American Indian or Alaskan Native NC

East Academy Asian or Pacific Islander NC

East Academy Black NC

East Academy Hispanic NC

East Academy Multiracial NC

East Academy White NC

Wright Preparatory Academy American Indian or Alaskan Native NC

Wright Preparatory Academy Asian or Pacific Islander NC

Wright Preparatory Academy Black NC

Wright Preparatory Academy Hispanic NC

Wright Preparatory Academy Multiracial NC

Wright Preparatory Academy White NC

Euclid Preparatory School American Indian or Alaskan Native NC

Euclid Preparatory School Asian or Pacific Islander NC

Euclid Preparatory School Black NC

Euclid Preparatory School Hispanic NC

Euclid Preparatory School Multiracial NC

Euclid Preparatory School White NC

Foundation Academy American Indian or Alaskan Native NC

Foundation Academy Asian or Pacific Islander NC

Foundation Academy Black NC

Foundation Academy Hispanic NC

Foundation Academy Multiracial NC

Foundation Academy White NC

Hope Academy Northcoast American Indian or Alaskan Native NC

Hope Academy Northcoast Asian or Pacific Islander NC

Hope Academy Northcoast Black NC
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Hope Academy Northcoast Hispanic NC

Hope Academy Northcoast Multiracial NC

Hope Academy Northcoast White NC

Hope Academy Northwest Campus American Indian or Alaskan Native NC

Hope Academy Northwest Campus Asian or Pacific Islander NC

Hope Academy Northwest Campus Black NC

Hope Academy Northwest Campus Hispanic NC

Hope Academy Northwest Campus Multiracial NC

Hope Academy Northwest Campus White NC

Lake Erie College Preparatory School American Indian or Alaskan Native NC

Lake Erie College Preparatory School Asian or Pacific Islander NC

Lake Erie College Preparatory School Black NC

Lake Erie College Preparatory School Hispanic NC

Lake Erie College Preparatory School Multiracial NC

Lake Erie College Preparatory School White NC

Lincoln Park Academy American Indian or Alaskan Native NC

Lincoln Park Academy Asian or Pacific Islander NC

Lincoln Park Academy Black NC

Lincoln Park Academy Hispanic NC

Lincoln Park Academy Multiracial NC

Lincoln Park Academy White NC

Lorain Preparatory Academy American Indian or Alaskan Native NC

Lorain Preparatory Academy Asian or Pacific Islander NC

Lorain Preparatory Academy Black NC

Lorain Preparatory Academy Hispanic NC

Lorain Preparatory Academy Multiracial NC

Lorain Preparatory Academy White NC

Northeast Ohio College Preparatory School American Indian or Alaskan Native NC

Northeast Ohio College Preparatory School Asian or Pacific Islander NC

Northeast Ohio College Preparatory School Black 27.7

Northeast Ohio College Preparatory School Hispanic NC
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Northeast Ohio College Preparatory School Multiracial NC

Northeast Ohio College Preparatory School White NC

Ohio College Preparatory School American Indian or Alaskan Native NC

Ohio College Preparatory School Asian or Pacific Islander NC

Ohio College Preparatory School Black NC

Ohio College Preparatory School Hispanic NC

Ohio College Preparatory School Multiracial NC

Ohio College Preparatory School White NC

Riverside Academy American Indian or Alaskan Native NC

Riverside Academy Asian or Pacific Islander NC

Riverside Academy Black NC

Riverside Academy Hispanic NC

Riverside Academy Multiracial NC

Riverside Academy White NC

South Columbus Preparatory Academy American Indian or Alaskan Native NC

South Columbus Preparatory Academy Asian or Pacific Islander NC

South Columbus Preparatory Academy Black NC

South Columbus Preparatory Academy Hispanic NC

South Columbus Preparatory Academy Multiracial NC

South Columbus Preparatory Academy White NC

STEAM Academy of Warren American Indian or Alaskan Native NC

STEAM Academy of Warren Asian or Pacific Islander NC

STEAM Academy of Warren Black NC

STEAM Academy of Warren Hispanic NC

STEAM Academy of Warren Multiracial NC

STEAM Academy of Warren White NC

STEAM Academy of Warrensville Heights American Indian or Alaskan Native NC

STEAM Academy of Warrensville Heights Asian or Pacific Islander NC

STEAM Academy of Warrensville Heights Black NC

STEAM Academy of Warrensville Heights Hispanic NC

STEAM Academy of Warrensville Heights Multiracial NC
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STEAM Academy of Warrensville Heights White NC

University of Cleveland Preparatory School American Indian or Alaskan Native NC

University of Cleveland Preparatory School Asian or Pacific Islander NC

University of Cleveland Preparatory School Black NC

University of Cleveland Preparatory School Hispanic NC

University of Cleveland Preparatory School Multiracial NC

University of Cleveland Preparatory School White NC

West Park Academy American Indian or Alaskan Native NC

West Park Academy Asian or Pacific Islander NC

West Park Academy Black NC

West Park Academy Hispanic NC

West Park Academy Multiracial NC

West Park Academy White NC

Youngstown Academy of Excellence American Indian or Alaskan Native NC

Youngstown Academy of Excellence Asian or Pacific Islander NC

Youngstown Academy of Excellence Black NC

Youngstown Academy of Excellence Hispanic NC

Youngstown Academy of Excellence Multiracial NC

Youngstown Academy of Excellence White NC
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Akron Preparatory School American Indian or Alaskan Native NC NC

Akron Preparatory School Asian or Pacific Islander NC NC

Akron Preparatory School Black NC NC

Akron Preparatory School Hispanic NC NC

Akron Preparatory School Multiracial NC NC

Akron Preparatory School White NC NC

Alternative Education Academy American Indian or Alaskan Native NC NC

Alternative Education Academy Asian or Pacific Islander NC NC

Alternative Education Academy Black 36 7.1

Alternative Education Academy Hispanic NC NC

Alternative Education Academy Multiracial NC NC

Alternative Education Academy White 58.3 20.6

Broadway Academy American Indian or Alaskan Native NC NC

Broadway Academy Asian or Pacific Islander NC NC

Broadway Academy Black NC NC

Broadway Academy Hispanic NC NC

Broadway Academy Multiracial NC NC

Broadway Academy White NC NC

Canton College Preparatory School American Indian or Alaskan Native NC NC

Canton College Preparatory School Asian or Pacific Islander NC NC

Canton College Preparatory School Black NC NC

Canton College Preparatory School Hispanic NC NC

Canton College Preparatory School Multiracial NC NC

Canton College Preparatory School White NC NC

Cleveland Arts and Social Sciences Academy American Indian or Alaskan Native NC NC

Cleveland Arts and Social Sciences Academy Asian or Pacific Islander NC NC

Cleveland Arts and Social Sciences Academy Black NC NC

Cleveland Arts and Social Sciences Academy Hispanic NC NC

Cleveland Arts and Social Sciences Academy Multiracial NC NC

Cleveland Arts and Social Sciences Academy White NC NC

Cleveland College Preparatory School American Indian or Alaskan Native NC NC
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Cleveland College Preparatory School Asian or Pacific Islander NC NC

Cleveland College Preparatory School Black NC NC

Cleveland College Preparatory School Hispanic NC NC

Cleveland College Preparatory School Multiracial NC NC

Cleveland College Preparatory School White NC NC

Cleveland Preparatory Academy American Indian or Alaskan Native NC NC

Cleveland Preparatory Academy Asian or Pacific Islander NC NC

Cleveland Preparatory Academy Black NC NC

Cleveland Preparatory Academy Hispanic NC NC

Cleveland Preparatory Academy Multiracial NC NC

Cleveland Preparatory Academy White NC NC

Columbus Arts & Technology Academy American Indian or Alaskan Native NC NC

Columbus Arts & Technology Academy Asian or Pacific Islander NC NC

Columbus Arts & Technology Academy Black 35.7 70

Columbus Arts & Technology Academy Hispanic NC NC

Columbus Arts & Technology Academy Multiracial NC NC

Columbus Arts & Technology Academy White NC NC

Columbus Bilingual Academy-North American Indian or Alaskan Native NC NC

Columbus Bilingual Academy-North Asian or Pacific Islander NC NC

Columbus Bilingual Academy-North Black NC NC

Columbus Bilingual Academy-North Hispanic NC NC

Columbus Bilingual Academy-North Multiracial NC NC

Columbus Bilingual Academy-North White NC NC

Columbus Humanities, Arts and Technology Academy American Indian or Alaskan Native NC NC

Columbus Humanities, Arts and Technology Academy Asian or Pacific Islander NC NC

Columbus Humanities, Arts and Technology Academy Black NC NC

Columbus Humanities, Arts and Technology Academy Hispanic NC NC

Columbus Humanities, Arts and Technology Academy Multiracial NC NC

Columbus Humanities, Arts and Technology Academy White NC NC

Cornerstone Academy Community School American Indian or Alaskan Native NC NC

Cornerstone Academy Community School Asian or Pacific Islander NC NC
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Cornerstone Academy Community School Black NC NC

Cornerstone Academy Community School Hispanic NC NC

Cornerstone Academy Community School Multiracial NC NC

Cornerstone Academy Community School White NC NC

East Academy American Indian or Alaskan Native NC NC

East Academy Asian or Pacific Islander NC NC

East Academy Black NC NC

East Academy Hispanic NC NC

East Academy Multiracial NC NC

East Academy White NC NC

Wright Preparatory Academy American Indian or Alaskan Native NC NC

Wright Preparatory Academy Asian or Pacific Islander NC NC

Wright Preparatory Academy Black NC NC

Wright Preparatory Academy Hispanic NC NC

Wright Preparatory Academy Multiracial NC NC

Wright Preparatory Academy White NC NC

Euclid Preparatory School American Indian or Alaskan Native NC NC

Euclid Preparatory School Asian or Pacific Islander NC NC

Euclid Preparatory School Black NC NC

Euclid Preparatory School Hispanic NC NC

Euclid Preparatory School Multiracial NC NC

Euclid Preparatory School White NC NC

Foundation Academy American Indian or Alaskan Native NC NC

Foundation Academy Asian or Pacific Islander NC NC

Foundation Academy Black NC NC

Foundation Academy Hispanic NC NC

Foundation Academy Multiracial NC NC

Foundation Academy White NC NC

Hope Academy Northcoast American Indian or Alaskan Native NC NC

Hope Academy Northcoast Asian or Pacific Islander NC NC

Hope Academy Northcoast Black NC NC
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Hope Academy Northcoast Hispanic NC NC

Hope Academy Northcoast Multiracial NC NC

Hope Academy Northcoast White NC NC

Hope Academy Northwest Campus American Indian or Alaskan Native NC NC

Hope Academy Northwest Campus Asian or Pacific Islander NC NC

Hope Academy Northwest Campus Black NC NC

Hope Academy Northwest Campus Hispanic NC NC

Hope Academy Northwest Campus Multiracial NC NC

Hope Academy Northwest Campus White NC NC

Lake Erie College Preparatory School American Indian or Alaskan Native NC NC

Lake Erie College Preparatory School Asian or Pacific Islander NC NC

Lake Erie College Preparatory School Black NC NC

Lake Erie College Preparatory School Hispanic NC NC

Lake Erie College Preparatory School Multiracial NC NC

Lake Erie College Preparatory School White NC NC

Lincoln Park Academy American Indian or Alaskan Native NC NC

Lincoln Park Academy Asian or Pacific Islander NC NC

Lincoln Park Academy Black NC NC

Lincoln Park Academy Hispanic NC NC

Lincoln Park Academy Multiracial NC NC

Lincoln Park Academy White NC NC

Lorain Preparatory Academy American Indian or Alaskan Native NC NC

Lorain Preparatory Academy Asian or Pacific Islander NC NC

Lorain Preparatory Academy Black NC NC

Lorain Preparatory Academy Hispanic NC NC

Lorain Preparatory Academy Multiracial NC NC

Lorain Preparatory Academy White NC NC

Northeast Ohio College Preparatory School American Indian or Alaskan Native NC NC

Northeast Ohio College Preparatory School Asian or Pacific Islander NC NC

Northeast Ohio College Preparatory School Black 42.4 24.3

Northeast Ohio College Preparatory School Hispanic NC NC
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Northeast Ohio College Preparatory School Multiracial NC NC

Northeast Ohio College Preparatory School White NC NC

Ohio College Preparatory School American Indian or Alaskan Native NC NC

Ohio College Preparatory School Asian or Pacific Islander NC NC

Ohio College Preparatory School Black NC NC

Ohio College Preparatory School Hispanic NC NC

Ohio College Preparatory School Multiracial NC NC

Ohio College Preparatory School White NC NC

Riverside Academy American Indian or Alaskan Native NC NC

Riverside Academy Asian or Pacific Islander NC NC

Riverside Academy Black NC NC

Riverside Academy Hispanic NC NC

Riverside Academy Multiracial NC NC

Riverside Academy White NC NC

South Columbus Preparatory Academy American Indian or Alaskan Native NC NC

South Columbus Preparatory Academy Asian or Pacific Islander NC NC

South Columbus Preparatory Academy Black NC NC

South Columbus Preparatory Academy Hispanic NC NC

South Columbus Preparatory Academy Multiracial NC NC

South Columbus Preparatory Academy White NC NC

STEAM Academy of Warren American Indian or Alaskan Native NC NC

STEAM Academy of Warren Asian or Pacific Islander NC NC

STEAM Academy of Warren Black NC NC

STEAM Academy of Warren Hispanic NC NC

STEAM Academy of Warren Multiracial NC NC

STEAM Academy of Warren White NC NC

STEAM Academy of Warrensville Heights American Indian or Alaskan Native NC NC

STEAM Academy of Warrensville Heights Asian or Pacific Islander NC NC

STEAM Academy of Warrensville Heights Black NC NC

STEAM Academy of Warrensville Heights Hispanic NC NC

STEAM Academy of Warrensville Heights Multiracial NC NC

Attachment 23: Academic Performance Page 375



Building Name Student Group
English Language Arts II End of 

Course 2017-2018 % Proficient or

Algebra I End of Course 2017-

2018 % Proficient or above

STEAM Academy of Warrensville Heights White NC NC

University of Cleveland Preparatory School American Indian or Alaskan Native NC NC

University of Cleveland Preparatory School Asian or Pacific Islander NC NC

University of Cleveland Preparatory School Black NC NC

University of Cleveland Preparatory School Hispanic NC NC

University of Cleveland Preparatory School Multiracial NC NC

University of Cleveland Preparatory School White NC NC

West Park Academy American Indian or Alaskan Native NC NC

West Park Academy Asian or Pacific Islander NC NC

West Park Academy Black NC NC

West Park Academy Hispanic NC NC

West Park Academy Multiracial NC NC

West Park Academy White NC NC

Youngstown Academy of Excellence American Indian or Alaskan Native NC NC

Youngstown Academy of Excellence Asian or Pacific Islander NC NC

Youngstown Academy of Excellence Black NC NC

Youngstown Academy of Excellence Hispanic NC NC

Youngstown Academy of Excellence Multiracial NC NC

Youngstown Academy of Excellence White NC NC
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Akron Preparatory School American Indian or Alaskan Native NC

Akron Preparatory School Asian or Pacific Islander NC

Akron Preparatory School Black NC

Akron Preparatory School Hispanic NC

Akron Preparatory School Multiracial NC

Akron Preparatory School White NC

Alternative Education Academy American Indian or Alaskan Native NC

Alternative Education Academy Asian or Pacific Islander NC

Alternative Education Academy Black 17.4

Alternative Education Academy Hispanic NC

Alternative Education Academy Multiracial NC

Alternative Education Academy White 40.7

Broadway Academy American Indian or Alaskan Native NC

Broadway Academy Asian or Pacific Islander NC

Broadway Academy Black NC

Broadway Academy Hispanic NC

Broadway Academy Multiracial NC

Broadway Academy White NC

Canton College Preparatory School American Indian or Alaskan Native NC

Canton College Preparatory School Asian or Pacific Islander NC

Canton College Preparatory School Black NC

Canton College Preparatory School Hispanic NC

Canton College Preparatory School Multiracial NC

Canton College Preparatory School White NC

Cleveland Arts and Social Sciences Academy American Indian or Alaskan Native NC

Cleveland Arts and Social Sciences Academy Asian or Pacific Islander NC

Cleveland Arts and Social Sciences Academy Black NC

Cleveland Arts and Social Sciences Academy Hispanic NC

Cleveland Arts and Social Sciences Academy Multiracial NC

Cleveland Arts and Social Sciences Academy White NC

Cleveland College Preparatory School American Indian or Alaskan Native NC

Attachment 23: Academic Performance Page 377



Building Name Student Group
Geometry End of Course 2017-

2018 % Proficient or above

Cleveland College Preparatory School Asian or Pacific Islander NC

Cleveland College Preparatory School Black NC

Cleveland College Preparatory School Hispanic NC

Cleveland College Preparatory School Multiracial NC

Cleveland College Preparatory School White NC

Cleveland Preparatory Academy American Indian or Alaskan Native NC

Cleveland Preparatory Academy Asian or Pacific Islander NC

Cleveland Preparatory Academy Black NC

Cleveland Preparatory Academy Hispanic NC

Cleveland Preparatory Academy Multiracial NC

Cleveland Preparatory Academy White NC

Columbus Arts & Technology Academy American Indian or Alaskan Native NC

Columbus Arts & Technology Academy Asian or Pacific Islander NC

Columbus Arts & Technology Academy Black 30

Columbus Arts & Technology Academy Hispanic NC

Columbus Arts & Technology Academy Multiracial NC

Columbus Arts & Technology Academy White NC

Columbus Bilingual Academy-North American Indian or Alaskan Native NC

Columbus Bilingual Academy-North Asian or Pacific Islander NC

Columbus Bilingual Academy-North Black NC

Columbus Bilingual Academy-North Hispanic NC

Columbus Bilingual Academy-North Multiracial NC

Columbus Bilingual Academy-North White NC

Columbus Humanities, Arts and Technology Academy American Indian or Alaskan Native NC

Columbus Humanities, Arts and Technology Academy Asian or Pacific Islander NC

Columbus Humanities, Arts and Technology Academy Black NC

Columbus Humanities, Arts and Technology Academy Hispanic NC

Columbus Humanities, Arts and Technology Academy Multiracial NC

Columbus Humanities, Arts and Technology Academy White NC

Cornerstone Academy Community School American Indian or Alaskan Native NC

Cornerstone Academy Community School Asian or Pacific Islander NC
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Cornerstone Academy Community School Black NC

Cornerstone Academy Community School Hispanic NC

Cornerstone Academy Community School Multiracial NC

Cornerstone Academy Community School White NC

East Academy American Indian or Alaskan Native NC

East Academy Asian or Pacific Islander NC

East Academy Black NC

East Academy Hispanic NC

East Academy Multiracial NC

East Academy White NC

Wright Preparatory Academy American Indian or Alaskan Native NC

Wright Preparatory Academy Asian or Pacific Islander NC

Wright Preparatory Academy Black NC

Wright Preparatory Academy Hispanic NC

Wright Preparatory Academy Multiracial NC

Wright Preparatory Academy White NC

Euclid Preparatory School American Indian or Alaskan Native NC

Euclid Preparatory School Asian or Pacific Islander NC

Euclid Preparatory School Black NC

Euclid Preparatory School Hispanic NC

Euclid Preparatory School Multiracial NC

Euclid Preparatory School White NC

Foundation Academy American Indian or Alaskan Native NC

Foundation Academy Asian or Pacific Islander NC

Foundation Academy Black NC

Foundation Academy Hispanic NC

Foundation Academy Multiracial NC

Foundation Academy White NC

Hope Academy Northcoast American Indian or Alaskan Native NC

Hope Academy Northcoast Asian or Pacific Islander NC

Hope Academy Northcoast Black NC
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Hope Academy Northcoast Hispanic NC

Hope Academy Northcoast Multiracial NC

Hope Academy Northcoast White NC

Hope Academy Northwest Campus American Indian or Alaskan Native NC

Hope Academy Northwest Campus Asian or Pacific Islander NC

Hope Academy Northwest Campus Black NC

Hope Academy Northwest Campus Hispanic NC

Hope Academy Northwest Campus Multiracial NC

Hope Academy Northwest Campus White NC

Lake Erie College Preparatory School American Indian or Alaskan Native NC

Lake Erie College Preparatory School Asian or Pacific Islander NC

Lake Erie College Preparatory School Black NC

Lake Erie College Preparatory School Hispanic NC

Lake Erie College Preparatory School Multiracial NC

Lake Erie College Preparatory School White NC

Lincoln Park Academy American Indian or Alaskan Native NC

Lincoln Park Academy Asian or Pacific Islander NC

Lincoln Park Academy Black NC

Lincoln Park Academy Hispanic NC

Lincoln Park Academy Multiracial NC

Lincoln Park Academy White NC

Lorain Preparatory Academy American Indian or Alaskan Native NC

Lorain Preparatory Academy Asian or Pacific Islander NC

Lorain Preparatory Academy Black NC

Lorain Preparatory Academy Hispanic NC

Lorain Preparatory Academy Multiracial NC

Lorain Preparatory Academy White NC

Northeast Ohio College Preparatory School American Indian or Alaskan Native NC

Northeast Ohio College Preparatory School Asian or Pacific Islander NC

Northeast Ohio College Preparatory School Black 16.3

Northeast Ohio College Preparatory School Hispanic NC
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Northeast Ohio College Preparatory School Multiracial NC

Northeast Ohio College Preparatory School White NC

Ohio College Preparatory School American Indian or Alaskan Native NC

Ohio College Preparatory School Asian or Pacific Islander NC

Ohio College Preparatory School Black NC

Ohio College Preparatory School Hispanic NC

Ohio College Preparatory School Multiracial NC

Ohio College Preparatory School White NC

Riverside Academy American Indian or Alaskan Native NC

Riverside Academy Asian or Pacific Islander NC

Riverside Academy Black NC

Riverside Academy Hispanic NC

Riverside Academy Multiracial NC

Riverside Academy White NC

South Columbus Preparatory Academy American Indian or Alaskan Native NC

South Columbus Preparatory Academy Asian or Pacific Islander NC

South Columbus Preparatory Academy Black NC

South Columbus Preparatory Academy Hispanic NC

South Columbus Preparatory Academy Multiracial NC

South Columbus Preparatory Academy White NC

STEAM Academy of Warren American Indian or Alaskan Native NC

STEAM Academy of Warren Asian or Pacific Islander NC

STEAM Academy of Warren Black NC

STEAM Academy of Warren Hispanic NC

STEAM Academy of Warren Multiracial NC

STEAM Academy of Warren White NC

STEAM Academy of Warrensville Heights American Indian or Alaskan Native NC

STEAM Academy of Warrensville Heights Asian or Pacific Islander NC

STEAM Academy of Warrensville Heights Black NC

STEAM Academy of Warrensville Heights Hispanic NC

STEAM Academy of Warrensville Heights Multiracial NC
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STEAM Academy of Warrensville Heights White NC

University of Cleveland Preparatory School American Indian or Alaskan Native NC

University of Cleveland Preparatory School Asian or Pacific Islander NC

University of Cleveland Preparatory School Black NC

University of Cleveland Preparatory School Hispanic NC

University of Cleveland Preparatory School Multiracial NC

University of Cleveland Preparatory School White NC

West Park Academy American Indian or Alaskan Native NC

West Park Academy Asian or Pacific Islander NC

West Park Academy Black NC

West Park Academy Hispanic NC

West Park Academy Multiracial NC

West Park Academy White NC

Youngstown Academy of Excellence American Indian or Alaskan Native NC

Youngstown Academy of Excellence Asian or Pacific Islander NC

Youngstown Academy of Excellence Black NC

Youngstown Academy of Excellence Hispanic NC

Youngstown Academy of Excellence Multiracial NC

Youngstown Academy of Excellence White NC
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Akron Preparatory School American Indian or Alaskan Native NC

Akron Preparatory School Asian or Pacific Islander NC

Akron Preparatory School Black NC

Akron Preparatory School Hispanic NC

Akron Preparatory School Multiracial NC

Akron Preparatory School White NC

Alternative Education Academy American Indian or Alaskan Native NC

Alternative Education Academy Asian or Pacific Islander NC

Alternative Education Academy Black NC

Alternative Education Academy Hispanic NC

Alternative Education Academy Multiracial NC

Alternative Education Academy White NC

Broadway Academy American Indian or Alaskan Native NC

Broadway Academy Asian or Pacific Islander NC

Broadway Academy Black NC

Broadway Academy Hispanic NC

Broadway Academy Multiracial NC

Broadway Academy White NC

Canton College Preparatory School American Indian or Alaskan Native NC

Canton College Preparatory School Asian or Pacific Islander NC

Canton College Preparatory School Black NC

Canton College Preparatory School Hispanic NC

Canton College Preparatory School Multiracial NC

Canton College Preparatory School White NC

Cleveland Arts and Social Sciences Academy American Indian or Alaskan Native NC

Cleveland Arts and Social Sciences Academy Asian or Pacific Islander NC

Cleveland Arts and Social Sciences Academy Black NC

Cleveland Arts and Social Sciences Academy Hispanic NC

Cleveland Arts and Social Sciences Academy Multiracial NC

Cleveland Arts and Social Sciences Academy White NC

Cleveland College Preparatory School American Indian or Alaskan Native NC
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Cleveland College Preparatory School Asian or Pacific Islander NC

Cleveland College Preparatory School Black NC

Cleveland College Preparatory School Hispanic NC

Cleveland College Preparatory School Multiracial NC

Cleveland College Preparatory School White NC

Cleveland Preparatory Academy American Indian or Alaskan Native NC

Cleveland Preparatory Academy Asian or Pacific Islander NC

Cleveland Preparatory Academy Black NC

Cleveland Preparatory Academy Hispanic NC

Cleveland Preparatory Academy Multiracial NC

Cleveland Preparatory Academy White NC

Columbus Arts & Technology Academy American Indian or Alaskan Native NC

Columbus Arts & Technology Academy Asian or Pacific Islander NC

Columbus Arts & Technology Academy Black NC

Columbus Arts & Technology Academy Hispanic NC

Columbus Arts & Technology Academy Multiracial NC

Columbus Arts & Technology Academy White NC

Columbus Bilingual Academy-North American Indian or Alaskan Native NC

Columbus Bilingual Academy-North Asian or Pacific Islander NC

Columbus Bilingual Academy-North Black NC

Columbus Bilingual Academy-North Hispanic NC

Columbus Bilingual Academy-North Multiracial NC

Columbus Bilingual Academy-North White NC

Columbus Humanities, Arts and Technology Academy American Indian or Alaskan Native NC

Columbus Humanities, Arts and Technology Academy Asian or Pacific Islander NC

Columbus Humanities, Arts and Technology Academy Black NC

Columbus Humanities, Arts and Technology Academy Hispanic NC

Columbus Humanities, Arts and Technology Academy Multiracial NC

Columbus Humanities, Arts and Technology Academy White NC

Cornerstone Academy Community School American Indian or Alaskan Native NC

Cornerstone Academy Community School Asian or Pacific Islander NC
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Cornerstone Academy Community School Black NC

Cornerstone Academy Community School Hispanic NC

Cornerstone Academy Community School Multiracial NC

Cornerstone Academy Community School White NC

East Academy American Indian or Alaskan Native NC

East Academy Asian or Pacific Islander NC

East Academy Black NC

East Academy Hispanic NC

East Academy Multiracial NC

East Academy White NC

Wright Preparatory Academy American Indian or Alaskan Native NC

Wright Preparatory Academy Asian or Pacific Islander NC

Wright Preparatory Academy Black NC

Wright Preparatory Academy Hispanic NC

Wright Preparatory Academy Multiracial NC

Wright Preparatory Academy White NC

Euclid Preparatory School American Indian or Alaskan Native NC

Euclid Preparatory School Asian or Pacific Islander NC

Euclid Preparatory School Black NC

Euclid Preparatory School Hispanic NC

Euclid Preparatory School Multiracial NC

Euclid Preparatory School White NC

Foundation Academy American Indian or Alaskan Native NC

Foundation Academy Asian or Pacific Islander NC

Foundation Academy Black NC

Foundation Academy Hispanic NC

Foundation Academy Multiracial NC

Foundation Academy White NC

Hope Academy Northcoast American Indian or Alaskan Native NC

Hope Academy Northcoast Asian or Pacific Islander NC

Hope Academy Northcoast Black NC
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Hope Academy Northcoast Hispanic NC

Hope Academy Northcoast Multiracial NC

Hope Academy Northcoast White NC

Hope Academy Northwest Campus American Indian or Alaskan Native NC

Hope Academy Northwest Campus Asian or Pacific Islander NC

Hope Academy Northwest Campus Black NC

Hope Academy Northwest Campus Hispanic NC

Hope Academy Northwest Campus Multiracial NC

Hope Academy Northwest Campus White NC

Lake Erie College Preparatory School American Indian or Alaskan Native NC

Lake Erie College Preparatory School Asian or Pacific Islander NC

Lake Erie College Preparatory School Black NC

Lake Erie College Preparatory School Hispanic NC

Lake Erie College Preparatory School Multiracial NC

Lake Erie College Preparatory School White NC

Lincoln Park Academy American Indian or Alaskan Native NC

Lincoln Park Academy Asian or Pacific Islander NC

Lincoln Park Academy Black NC

Lincoln Park Academy Hispanic NC

Lincoln Park Academy Multiracial NC

Lincoln Park Academy White NC

Lorain Preparatory Academy American Indian or Alaskan Native NC

Lorain Preparatory Academy Asian or Pacific Islander NC

Lorain Preparatory Academy Black NC

Lorain Preparatory Academy Hispanic NC

Lorain Preparatory Academy Multiracial NC

Lorain Preparatory Academy White NC

Northeast Ohio College Preparatory School American Indian or Alaskan Native NC

Northeast Ohio College Preparatory School Asian or Pacific Islander NC

Northeast Ohio College Preparatory School Black NC

Northeast Ohio College Preparatory School Hispanic NC
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Northeast Ohio College Preparatory School Multiracial NC

Northeast Ohio College Preparatory School White NC

Ohio College Preparatory School American Indian or Alaskan Native NC

Ohio College Preparatory School Asian or Pacific Islander NC

Ohio College Preparatory School Black NC

Ohio College Preparatory School Hispanic NC

Ohio College Preparatory School Multiracial NC

Ohio College Preparatory School White NC

Riverside Academy American Indian or Alaskan Native NC

Riverside Academy Asian or Pacific Islander NC

Riverside Academy Black NC

Riverside Academy Hispanic NC

Riverside Academy Multiracial NC

Riverside Academy White NC

South Columbus Preparatory Academy American Indian or Alaskan Native NC

South Columbus Preparatory Academy Asian or Pacific Islander NC

South Columbus Preparatory Academy Black NC

South Columbus Preparatory Academy Hispanic NC

South Columbus Preparatory Academy Multiracial NC

South Columbus Preparatory Academy White NC

STEAM Academy of Warren American Indian or Alaskan Native NC

STEAM Academy of Warren Asian or Pacific Islander NC

STEAM Academy of Warren Black NC

STEAM Academy of Warren Hispanic NC

STEAM Academy of Warren Multiracial NC

STEAM Academy of Warren White NC

STEAM Academy of Warrensville Heights American Indian or Alaskan Native NC

STEAM Academy of Warrensville Heights Asian or Pacific Islander NC

STEAM Academy of Warrensville Heights Black NC

STEAM Academy of Warrensville Heights Hispanic NC

STEAM Academy of Warrensville Heights Multiracial NC
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STEAM Academy of Warrensville Heights White NC

University of Cleveland Preparatory School American Indian or Alaskan Native NC

University of Cleveland Preparatory School Asian or Pacific Islander NC

University of Cleveland Preparatory School Black NC

University of Cleveland Preparatory School Hispanic NC

University of Cleveland Preparatory School Multiracial NC

University of Cleveland Preparatory School White NC

West Park Academy American Indian or Alaskan Native NC

West Park Academy Asian or Pacific Islander NC

West Park Academy Black NC

West Park Academy Hispanic NC

West Park Academy Multiracial NC

West Park Academy White NC

Youngstown Academy of Excellence American Indian or Alaskan Native NC

Youngstown Academy of Excellence Asian or Pacific Islander NC

Youngstown Academy of Excellence Black NC

Youngstown Academy of Excellence Hispanic NC

Youngstown Academy of Excellence Multiracial NC

Youngstown Academy of Excellence White NC
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Akron Preparatory School American Indian or Alaskan Native NC NC

Akron Preparatory School Asian or Pacific Islander NC NC

Akron Preparatory School Black NC NC

Akron Preparatory School Hispanic NC NC

Akron Preparatory School Multiracial NC NC

Akron Preparatory School White NC NC

Alternative Education Academy American Indian or Alaskan Native NC NC

Alternative Education Academy Asian or Pacific Islander NC NC

Alternative Education Academy Black NC 27.3

Alternative Education Academy Hispanic NC NC

Alternative Education Academy Multiracial NC NC

Alternative Education Academy White NC 56.3

Broadway Academy American Indian or Alaskan Native NC NC

Broadway Academy Asian or Pacific Islander NC NC

Broadway Academy Black NC NC

Broadway Academy Hispanic NC NC

Broadway Academy Multiracial NC NC

Broadway Academy White NC NC

Canton College Preparatory School American Indian or Alaskan Native NC NC

Canton College Preparatory School Asian or Pacific Islander NC NC

Canton College Preparatory School Black NC NC

Canton College Preparatory School Hispanic NC NC

Canton College Preparatory School Multiracial NC NC

Canton College Preparatory School White NC NC

Cleveland Arts and Social Sciences Academy American Indian or Alaskan Native NC NC

Cleveland Arts and Social Sciences Academy Asian or Pacific Islander NC NC

Cleveland Arts and Social Sciences Academy Black NC NC

Cleveland Arts and Social Sciences Academy Hispanic NC NC

Cleveland Arts and Social Sciences Academy Multiracial NC NC

Cleveland Arts and Social Sciences Academy White NC NC

Cleveland College Preparatory School American Indian or Alaskan Native NC NC
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Cleveland College Preparatory School Asian or Pacific Islander NC NC

Cleveland College Preparatory School Black NC NC

Cleveland College Preparatory School Hispanic NC NC

Cleveland College Preparatory School Multiracial NC NC

Cleveland College Preparatory School White NC NC

Cleveland Preparatory Academy American Indian or Alaskan Native NC NC

Cleveland Preparatory Academy Asian or Pacific Islander NC NC

Cleveland Preparatory Academy Black NC NC

Cleveland Preparatory Academy Hispanic NC NC

Cleveland Preparatory Academy Multiracial NC NC

Cleveland Preparatory Academy White NC NC

Columbus Arts & Technology Academy American Indian or Alaskan Native NC NC

Columbus Arts & Technology Academy Asian or Pacific Islander NC NC

Columbus Arts & Technology Academy Black NC 54.5

Columbus Arts & Technology Academy Hispanic NC NC

Columbus Arts & Technology Academy Multiracial NC NC

Columbus Arts & Technology Academy White NC NC

Columbus Bilingual Academy-North American Indian or Alaskan Native NC NC

Columbus Bilingual Academy-North Asian or Pacific Islander NC NC

Columbus Bilingual Academy-North Black NC NC

Columbus Bilingual Academy-North Hispanic NC NC

Columbus Bilingual Academy-North Multiracial NC NC

Columbus Bilingual Academy-North White NC NC

Columbus Humanities, Arts and Technology Academy American Indian or Alaskan Native NC NC

Columbus Humanities, Arts and Technology Academy Asian or Pacific Islander NC NC

Columbus Humanities, Arts and Technology Academy Black NC NC

Columbus Humanities, Arts and Technology Academy Hispanic NC NC

Columbus Humanities, Arts and Technology Academy Multiracial NC NC

Columbus Humanities, Arts and Technology Academy White NC NC

Cornerstone Academy Community School American Indian or Alaskan Native NC NC

Cornerstone Academy Community School Asian or Pacific Islander NC NC
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Cornerstone Academy Community School Black NC NC

Cornerstone Academy Community School Hispanic NC NC

Cornerstone Academy Community School Multiracial NC NC

Cornerstone Academy Community School White NC NC

East Academy American Indian or Alaskan Native NC NC

East Academy Asian or Pacific Islander NC NC

East Academy Black NC NC

East Academy Hispanic NC NC

East Academy Multiracial NC NC

East Academy White NC NC

Wright Preparatory Academy American Indian or Alaskan Native NC NC

Wright Preparatory Academy Asian or Pacific Islander NC NC

Wright Preparatory Academy Black NC NC

Wright Preparatory Academy Hispanic NC NC

Wright Preparatory Academy Multiracial NC NC

Wright Preparatory Academy White NC NC

Euclid Preparatory School American Indian or Alaskan Native NC NC

Euclid Preparatory School Asian or Pacific Islander NC NC

Euclid Preparatory School Black NC NC

Euclid Preparatory School Hispanic NC NC

Euclid Preparatory School Multiracial NC NC

Euclid Preparatory School White NC NC

Foundation Academy American Indian or Alaskan Native NC NC

Foundation Academy Asian or Pacific Islander NC NC

Foundation Academy Black NC NC

Foundation Academy Hispanic NC NC

Foundation Academy Multiracial NC NC

Foundation Academy White NC NC

Hope Academy Northcoast American Indian or Alaskan Native NC NC

Hope Academy Northcoast Asian or Pacific Islander NC NC

Hope Academy Northcoast Black NC NC
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Hope Academy Northcoast Hispanic NC NC

Hope Academy Northcoast Multiracial NC NC

Hope Academy Northcoast White NC NC

Hope Academy Northwest Campus American Indian or Alaskan Native NC NC

Hope Academy Northwest Campus Asian or Pacific Islander NC NC

Hope Academy Northwest Campus Black NC NC

Hope Academy Northwest Campus Hispanic NC NC

Hope Academy Northwest Campus Multiracial NC NC

Hope Academy Northwest Campus White NC NC

Lake Erie College Preparatory School American Indian or Alaskan Native NC NC

Lake Erie College Preparatory School Asian or Pacific Islander NC NC

Lake Erie College Preparatory School Black NC NC

Lake Erie College Preparatory School Hispanic NC NC

Lake Erie College Preparatory School Multiracial NC NC

Lake Erie College Preparatory School White NC NC

Lincoln Park Academy American Indian or Alaskan Native NC NC

Lincoln Park Academy Asian or Pacific Islander NC NC

Lincoln Park Academy Black NC NC

Lincoln Park Academy Hispanic NC NC

Lincoln Park Academy Multiracial NC NC

Lincoln Park Academy White NC NC

Lorain Preparatory Academy American Indian or Alaskan Native NC NC

Lorain Preparatory Academy Asian or Pacific Islander NC NC

Lorain Preparatory Academy Black NC NC

Lorain Preparatory Academy Hispanic NC NC

Lorain Preparatory Academy Multiracial NC NC

Lorain Preparatory Academy White NC NC

Northeast Ohio College Preparatory School American Indian or Alaskan Native NC NC

Northeast Ohio College Preparatory School Asian or Pacific Islander NC NC

Northeast Ohio College Preparatory School Black NC 40.4

Northeast Ohio College Preparatory School Hispanic NC NC
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Northeast Ohio College Preparatory School Multiracial NC NC

Northeast Ohio College Preparatory School White NC NC

Ohio College Preparatory School American Indian or Alaskan Native NC NC

Ohio College Preparatory School Asian or Pacific Islander NC NC

Ohio College Preparatory School Black NC NC

Ohio College Preparatory School Hispanic NC NC

Ohio College Preparatory School Multiracial NC NC

Ohio College Preparatory School White NC NC

Riverside Academy American Indian or Alaskan Native NC NC

Riverside Academy Asian or Pacific Islander NC NC

Riverside Academy Black NC NC

Riverside Academy Hispanic NC NC

Riverside Academy Multiracial NC NC

Riverside Academy White NC NC

South Columbus Preparatory Academy American Indian or Alaskan Native NC NC

South Columbus Preparatory Academy Asian or Pacific Islander NC NC

South Columbus Preparatory Academy Black NC NC

South Columbus Preparatory Academy Hispanic NC NC

South Columbus Preparatory Academy Multiracial NC NC

South Columbus Preparatory Academy White NC NC

STEAM Academy of Warren American Indian or Alaskan Native NC NC

STEAM Academy of Warren Asian or Pacific Islander NC NC

STEAM Academy of Warren Black NC NC

STEAM Academy of Warren Hispanic NC NC

STEAM Academy of Warren Multiracial NC NC

STEAM Academy of Warren White NC NC

STEAM Academy of Warrensville Heights American Indian or Alaskan Native NC NC

STEAM Academy of Warrensville Heights Asian or Pacific Islander NC NC

STEAM Academy of Warrensville Heights Black NC NC

STEAM Academy of Warrensville Heights Hispanic NC NC

STEAM Academy of Warrensville Heights Multiracial NC NC
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STEAM Academy of Warrensville Heights White NC NC

University of Cleveland Preparatory School American Indian or Alaskan Native NC NC

University of Cleveland Preparatory School Asian or Pacific Islander NC NC

University of Cleveland Preparatory School Black NC NC

University of Cleveland Preparatory School Hispanic NC NC

University of Cleveland Preparatory School Multiracial NC NC

University of Cleveland Preparatory School White NC NC

West Park Academy American Indian or Alaskan Native NC NC

West Park Academy Asian or Pacific Islander NC NC

West Park Academy Black NC NC

West Park Academy Hispanic NC NC

West Park Academy Multiracial NC NC

West Park Academy White NC NC

Youngstown Academy of Excellence American Indian or Alaskan Native NC NC

Youngstown Academy of Excellence Asian or Pacific Islander NC NC

Youngstown Academy of Excellence Black NC NC

Youngstown Academy of Excellence Hispanic NC NC

Youngstown Academy of Excellence Multiracial NC NC

Youngstown Academy of Excellence White NC NC
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Akron Preparatory School American Indian or Alaskan Native NC NC NC NC

Akron Preparatory School Asian or Pacific Islander NC NC NC NC

Akron Preparatory School Black NC NC 90.5 154

Akron Preparatory School Hispanic NC NC NC NC

Akron Preparatory School Multiracial NC NC NC NC

Akron Preparatory School White NC NC 89.7 13

Alternative Education Academy American Indian or Alaskan Native NC NC 92.3 12

Alternative Education Academy Asian or Pacific Islander NC NC 88.5 12

Alternative Education Academy Black 20.8 19.5 91.3 317

Alternative Education Academy Hispanic 7.1 23.8 92.7 104

Alternative Education Academy Multiracial NC 27.3 91.3 79

Alternative Education Academy White 35.5 32.6 91.8 974

Broadway Academy American Indian or Alaskan Native NC NC NC NC

Broadway Academy Asian or Pacific Islander NC NC NC NC

Broadway Academy Black NC NC 84.2 92

Broadway Academy Hispanic NC NC NC NC

Broadway Academy Multiracial NC NC NC NC

Broadway Academy White NC NC NC NC

Canton College Preparatory School American Indian or Alaskan Native NC NC NC NC

Canton College Preparatory School Asian or Pacific Islander NC NC NC NC

Canton College Preparatory School Black NC NC 88.8 136

Canton College Preparatory School Hispanic NC NC NC NC

Canton College Preparatory School Multiracial NC NC 89.9 26

Canton College Preparatory School White NC NC 89.3 20

Cleveland Arts and Social Sciences Academy American Indian or Alaskan Native NC NC NC NC

Cleveland Arts and Social Sciences Academy Asian or Pacific Islander NC NC NC NC

Cleveland Arts and Social Sciences Academy Black NC NC 91.2 258

Cleveland Arts and Social Sciences Academy Hispanic NC NC NC NC

Cleveland Arts and Social Sciences Academy Multiracial NC NC NC NC

Cleveland Arts and Social Sciences Academy White NC NC NC NC

Cleveland College Preparatory School American Indian or Alaskan Native NC NC NC NC
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Cleveland College Preparatory School Asian or Pacific Islander NC NC NC NC

Cleveland College Preparatory School Black NC NC 87.2 223

Cleveland College Preparatory School Hispanic NC NC NC NC

Cleveland College Preparatory School Multiracial NC NC 86.3 17

Cleveland College Preparatory School White NC NC 89.4 29

Cleveland Preparatory Academy American Indian or Alaskan Native NC NC NC NC

Cleveland Preparatory Academy Asian or Pacific Islander NC NC NC NC

Cleveland Preparatory Academy Black 46.3 44.4 71.8 24

Cleveland Preparatory Academy Hispanic NC NC 81.9 42

Cleveland Preparatory Academy Multiracial NC NC NC NC

Cleveland Preparatory Academy White 63.6 45.5 85.2 38

Columbus Arts & Technology Academy American Indian or Alaskan Native NC NC NC NC

Columbus Arts & Technology Academy Asian or Pacific Islander NC NC NC NC

Columbus Arts & Technology Academy Black NC NC 90.6 431

Columbus Arts & Technology Academy Hispanic NC NC 90.2 81

Columbus Arts & Technology Academy Multiracial NC NC 90.5 20

Columbus Arts & Technology Academy White NC NC 91.9 20

Columbus Bilingual Academy-North American Indian or Alaskan Native NC NC NC NC

Columbus Bilingual Academy-North Asian or Pacific Islander NC NC NC NC

Columbus Bilingual Academy-North Black NC NC 93.6 22

Columbus Bilingual Academy-North Hispanic NC NC 94.7 241

Columbus Bilingual Academy-North Multiracial NC NC NC NC

Columbus Bilingual Academy-North White NC NC NC NC

Columbus Humanities, Arts and Technology Academy American Indian or Alaskan Native NC NC NC NC

Columbus Humanities, Arts and Technology Academy Asian or Pacific Islander NC NC 95.1 106

Columbus Humanities, Arts and Technology Academy Black NC NC 92.8 374

Columbus Humanities, Arts and Technology Academy Hispanic NC NC 92.9 25

Columbus Humanities, Arts and Technology Academy Multiracial NC NC 90.3 16

Columbus Humanities, Arts and Technology Academy White NC NC 92 14

Cornerstone Academy Community School American Indian or Alaskan Native NC NC NC NC

Cornerstone Academy Community School Asian or Pacific Islander NC NC 95.4 28
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Cornerstone Academy Community School Black NC NC 96.4 405

Cornerstone Academy Community School Hispanic NC NC 95.7 64

Cornerstone Academy Community School Multiracial NC NC 94.7 54

Cornerstone Academy Community School White NC NC 94.8 161

East Academy American Indian or Alaskan Native NC NC NC NC

East Academy Asian or Pacific Islander NC NC NC NC

East Academy Black NC NC 85.7 266

East Academy Hispanic NC NC NC NC

East Academy Multiracial NC NC NC NC

East Academy White NC NC NC NC

Wright Preparatory Academy American Indian or Alaskan Native NC NC NC NC

Wright Preparatory Academy Asian or Pacific Islander NC NC NC NC

Wright Preparatory Academy Black NC NC 88.4 45

Wright Preparatory Academy Hispanic NC NC NC NC

Wright Preparatory Academy Multiracial NC NC 87.3 23

Wright Preparatory Academy White NC NC 89.5 40

Euclid Preparatory School American Indian or Alaskan Native NC NC NC NC

Euclid Preparatory School Asian or Pacific Islander NC NC NC NC

Euclid Preparatory School Black NC NC 86.8 140

Euclid Preparatory School Hispanic NC NC NC NC

Euclid Preparatory School Multiracial NC NC NC NC

Euclid Preparatory School White NC NC NC NC

Foundation Academy American Indian or Alaskan Native NC NC NC NC

Foundation Academy Asian or Pacific Islander NC NC NC NC

Foundation Academy Black NC NC 92.4 166

Foundation Academy Hispanic NC NC NC NC

Foundation Academy Multiracial NC NC 91.4 61

Foundation Academy White NC NC 93.8 155

Hope Academy Northcoast American Indian or Alaskan Native NC NC NC NC

Hope Academy Northcoast Asian or Pacific Islander NC NC NC NC

Hope Academy Northcoast Black NC NC 88.7 172
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Hope Academy Northcoast Hispanic NC NC 89.3 20

Hope Academy Northcoast Multiracial NC NC NC NC

Hope Academy Northcoast White NC NC 86.9 69

Hope Academy Northwest Campus American Indian or Alaskan Native NC NC NC NC

Hope Academy Northwest Campus Asian or Pacific Islander NC NC NC NC

Hope Academy Northwest Campus Black NC NC 87.6 102

Hope Academy Northwest Campus Hispanic NC NC 85 52

Hope Academy Northwest Campus Multiracial NC NC 87.6 19

Hope Academy Northwest Campus White NC NC 85.2 59

Lake Erie College Preparatory School American Indian or Alaskan Native NC NC NC NC

Lake Erie College Preparatory School Asian or Pacific Islander NC NC NC NC

Lake Erie College Preparatory School Black NC NC 88.3 237

Lake Erie College Preparatory School Hispanic NC NC NC NC

Lake Erie College Preparatory School Multiracial NC NC NC NC

Lake Erie College Preparatory School White NC NC NC NC

Lincoln Park Academy American Indian or Alaskan Native NC NC NC NC

Lincoln Park Academy Asian or Pacific Islander NC NC NC NC

Lincoln Park Academy Black NC NC 87 66

Lincoln Park Academy Hispanic NC NC 87.3 70

Lincoln Park Academy Multiracial NC NC 90 20

Lincoln Park Academy White NC NC 84.5 47

Lorain Preparatory Academy American Indian or Alaskan Native NC NC NC NC

Lorain Preparatory Academy Asian or Pacific Islander NC NC NC NC

Lorain Preparatory Academy Black NC NC 89.9 168

Lorain Preparatory Academy Hispanic NC NC 89.4 175

Lorain Preparatory Academy Multiracial NC NC 90.1 53

Lorain Preparatory Academy White NC NC 91.7 112

Northeast Ohio College Preparatory School American Indian or Alaskan Native NC NC NC NC

Northeast Ohio College Preparatory School Asian or Pacific Islander NC NC NC NC

Northeast Ohio College Preparatory School Black 84.2 81.1 89.8 392

Northeast Ohio College Preparatory School Hispanic NC NC 91.1 53

Attachment 23: Academic Performance Page 398



Building Name Student Group
Four Year Grad 

Rate 2017

Five Year Grad 

Rate 2016

Attendance Rate 

2017-2018

Enrollment 

2017-2018

Northeast Ohio College Preparatory School Multiracial NC NC 88.3 21

Northeast Ohio College Preparatory School White NC NC 88.8 24

Ohio College Preparatory School American Indian or Alaskan Native NC NC NC NC

Ohio College Preparatory School Asian or Pacific Islander NC NC NC NC

Ohio College Preparatory School Black NC NC 86.9 263

Ohio College Preparatory School Hispanic NC NC NC NC

Ohio College Preparatory School Multiracial NC NC NC NC

Ohio College Preparatory School White NC NC NC NC

Riverside Academy American Indian or Alaskan Native NC NC NC NC

Riverside Academy Asian or Pacific Islander NC NC NC NC

Riverside Academy Black NC NC 84.2 115

Riverside Academy Hispanic NC NC NC NC

Riverside Academy Multiracial NC NC 80 36

Riverside Academy White NC NC 82.5 103

South Columbus Preparatory Academy American Indian or Alaskan Native NC NC NC NC

South Columbus Preparatory Academy Asian or Pacific Islander NC NC NC NC

South Columbus Preparatory Academy Black NC NC 88.3 39

South Columbus Preparatory Academy Hispanic NC NC NC NC

South Columbus Preparatory Academy Multiracial NC NC NC NC

South Columbus Preparatory Academy White NC NC 89.8 32

STEAM Academy of Warren American Indian or Alaskan Native NC NC NC NC

STEAM Academy of Warren Asian or Pacific Islander NC NC NC NC

STEAM Academy of Warren Black NC NC 90.5 65

STEAM Academy of Warren Hispanic NC NC 90.5 11

STEAM Academy of Warren Multiracial NC NC 86.3 23

STEAM Academy of Warren White NC NC 91.6 61

STEAM Academy of Warrensville Heights American Indian or Alaskan Native NC NC NC NC

STEAM Academy of Warrensville Heights Asian or Pacific Islander NC NC NC NC

STEAM Academy of Warrensville Heights Black NC NC 92.1 162

STEAM Academy of Warrensville Heights Hispanic NC NC NC NC

STEAM Academy of Warrensville Heights Multiracial NC NC NC NC
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STEAM Academy of Warrensville Heights White NC NC NC NC

University of Cleveland Preparatory School American Indian or Alaskan Native NC NC NC NC

University of Cleveland Preparatory School Asian or Pacific Islander NC NC NC NC

University of Cleveland Preparatory School Black NC NC 88.8 326

University of Cleveland Preparatory School Hispanic NC NC NC NC

University of Cleveland Preparatory School Multiracial NC NC NC NC

University of Cleveland Preparatory School White NC NC NC NC

West Park Academy American Indian or Alaskan Native NC NC NC NC

West Park Academy Asian or Pacific Islander NC NC NC NC

West Park Academy Black NC NC 87.2 52

West Park Academy Hispanic NC NC 89 71

West Park Academy Multiracial NC NC 89.9 12

West Park Academy White NC NC 85.9 70

Youngstown Academy of Excellence American Indian or Alaskan Native NC NC NC NC

Youngstown Academy of Excellence Asian or Pacific Islander NC NC NC NC

Youngstown Academy of Excellence Black NC NC 92.3 56

Youngstown Academy of Excellence Hispanic NC NC 89.6 54

Youngstown Academy of Excellence Multiracial NC NC NC NC

Youngstown Academy of Excellence White NC NC 87 11
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Akron Preparatory School American Indian or Alaskan Native NC

Akron Preparatory School Asian or Pacific Islander NC

Akron Preparatory School Black 87.5

Akron Preparatory School Hispanic NC

Akron Preparatory School Multiracial NC

Akron Preparatory School White  7.4

Alternative Education Academy American Indian or Alaskan Native  0.8

Alternative Education Academy Asian or Pacific Islander  0.8

Alternative Education Academy Black 21.2

Alternative Education Academy Hispanic  6.9

Alternative Education Academy Multiracial  5.3

Alternative Education Academy White 65.0

Broadway Academy American Indian or Alaskan Native NC

Broadway Academy Asian or Pacific Islander NC

Broadway Academy Black 82.9

Broadway Academy Hispanic NC

Broadway Academy Multiracial NC

Broadway Academy White NC

Canton College Preparatory School American Indian or Alaskan Native NC

Canton College Preparatory School Asian or Pacific Islander NC

Canton College Preparatory School Black 73.5

Canton College Preparatory School Hispanic NC

Canton College Preparatory School Multiracial 14.1

Canton College Preparatory School White 10.8

Cleveland Arts and Social Sciences Academy American Indian or Alaskan Native NC

Cleveland Arts and Social Sciences Academy Asian or Pacific Islander NC

Cleveland Arts and Social Sciences Academy Black >95

Cleveland Arts and Social Sciences Academy Hispanic NC

Cleveland Arts and Social Sciences Academy Multiracial NC

Cleveland Arts and Social Sciences Academy White NC

Cleveland College Preparatory School American Indian or Alaskan Native NC
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Cleveland College Preparatory School Asian or Pacific Islander NC

Cleveland College Preparatory School Black 80.2

Cleveland College Preparatory School Hispanic NC

Cleveland College Preparatory School Multiracial  6.1

Cleveland College Preparatory School White 10.4

Cleveland Preparatory Academy American Indian or Alaskan Native NC

Cleveland Preparatory Academy Asian or Pacific Islander NC

Cleveland Preparatory Academy Black 21.6

Cleveland Preparatory Academy Hispanic 37.8

Cleveland Preparatory Academy Multiracial NC

Cleveland Preparatory Academy White 34.2

Columbus Arts & Technology Academy American Indian or Alaskan Native NC

Columbus Arts & Technology Academy Asian or Pacific Islander NC

Columbus Arts & Technology Academy Black 77.2

Columbus Arts & Technology Academy Hispanic 14.5

Columbus Arts & Technology Academy Multiracial  3.6

Columbus Arts & Technology Academy White  3.6

Columbus Bilingual Academy-North American Indian or Alaskan Native NC

Columbus Bilingual Academy-North Asian or Pacific Islander NC

Columbus Bilingual Academy-North Black  8.3

Columbus Bilingual Academy-North Hispanic 90.9

Columbus Bilingual Academy-North Multiracial NC

Columbus Bilingual Academy-North White NC

Columbus Humanities, Arts and Technology Academy American Indian or Alaskan Native NC

Columbus Humanities, Arts and Technology Academy Asian or Pacific Islander 19.5

Columbus Humanities, Arts and Technology Academy Black 68.9

Columbus Humanities, Arts and Technology Academy Hispanic  4.6

Columbus Humanities, Arts and Technology Academy Multiracial  2.9

Columbus Humanities, Arts and Technology Academy White  2.6

Cornerstone Academy Community School American Indian or Alaskan Native NC

Cornerstone Academy Community School Asian or Pacific Islander  3.9
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Cornerstone Academy Community School Black 56.7

Cornerstone Academy Community School Hispanic  9.0

Cornerstone Academy Community School Multiracial  7.6

Cornerstone Academy Community School White 22.5

East Academy American Indian or Alaskan Native NC

East Academy Asian or Pacific Islander NC

East Academy Black 94.0

East Academy Hispanic NC

East Academy Multiracial NC

East Academy White NC

Wright Preparatory Academy American Indian or Alaskan Native NC

Wright Preparatory Academy Asian or Pacific Islander NC

Wright Preparatory Academy Black 40.5

Wright Preparatory Academy Hispanic NC

Wright Preparatory Academy Multiracial 20.7

Wright Preparatory Academy White 36.0

Euclid Preparatory School American Indian or Alaskan Native NC

Euclid Preparatory School Asian or Pacific Islander NC

Euclid Preparatory School Black 92.1

Euclid Preparatory School Hispanic NC

Euclid Preparatory School Multiracial NC

Euclid Preparatory School White NC

Foundation Academy American Indian or Alaskan Native NC

Foundation Academy Asian or Pacific Islander NC

Foundation Academy Black 42.8

Foundation Academy Hispanic NC

Foundation Academy Multiracial 15.7

Foundation Academy White 39.9

Hope Academy Northcoast American Indian or Alaskan Native NC

Hope Academy Northcoast Asian or Pacific Islander NC

Hope Academy Northcoast Black 63.7
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Hope Academy Northcoast Hispanic  7.4

Hope Academy Northcoast Multiracial NC

Hope Academy Northcoast White 25.6

Hope Academy Northwest Campus American Indian or Alaskan Native NC

Hope Academy Northwest Campus Asian or Pacific Islander NC

Hope Academy Northwest Campus Black 43.4

Hope Academy Northwest Campus Hispanic 22.1

Hope Academy Northwest Campus Multiracial  8.1

Hope Academy Northwest Campus White 25.1

Lake Erie College Preparatory School American Indian or Alaskan Native NC

Lake Erie College Preparatory School Asian or Pacific Islander NC

Lake Erie College Preparatory School Black >95

Lake Erie College Preparatory School Hispanic NC

Lake Erie College Preparatory School Multiracial NC

Lake Erie College Preparatory School White NC

Lincoln Park Academy American Indian or Alaskan Native NC

Lincoln Park Academy Asian or Pacific Islander NC

Lincoln Park Academy Black 32.2

Lincoln Park Academy Hispanic 34.1

Lincoln Park Academy Multiracial  9.8

Lincoln Park Academy White 22.9

Lorain Preparatory Academy American Indian or Alaskan Native NC

Lorain Preparatory Academy Asian or Pacific Islander NC

Lorain Preparatory Academy Black 33.0

Lorain Preparatory Academy Hispanic 34.4

Lorain Preparatory Academy Multiracial 10.4

Lorain Preparatory Academy White 22.0

Northeast Ohio College Preparatory School American Indian or Alaskan Native NC

Northeast Ohio College Preparatory School Asian or Pacific Islander NC

Northeast Ohio College Preparatory School Black 80.0

Northeast Ohio College Preparatory School Hispanic 10.8
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Northeast Ohio College Preparatory School Multiracial  4.3

Northeast Ohio College Preparatory School White  4.9

Ohio College Preparatory School American Indian or Alaskan Native NC

Ohio College Preparatory School Asian or Pacific Islander NC

Ohio College Preparatory School Black >95

Ohio College Preparatory School Hispanic NC

Ohio College Preparatory School Multiracial NC

Ohio College Preparatory School White NC

Riverside Academy American Indian or Alaskan Native NC

Riverside Academy Asian or Pacific Islander NC

Riverside Academy Black 44.1

Riverside Academy Hispanic NC

Riverside Academy Multiracial 13.8

Riverside Academy White 39.5

South Columbus Preparatory Academy American Indian or Alaskan Native NC

South Columbus Preparatory Academy Asian or Pacific Islander NC

South Columbus Preparatory Academy Black 48.8

South Columbus Preparatory Academy Hispanic NC

South Columbus Preparatory Academy Multiracial NC

South Columbus Preparatory Academy White 40.0

STEAM Academy of Warren American Indian or Alaskan Native NC

STEAM Academy of Warren Asian or Pacific Islander NC

STEAM Academy of Warren Black 40.4

STEAM Academy of Warren Hispanic  6.8

STEAM Academy of Warren Multiracial 14.3

STEAM Academy of Warren White 37.9

STEAM Academy of Warrensville Heights American Indian or Alaskan Native NC

STEAM Academy of Warrensville Heights Asian or Pacific Islander NC

STEAM Academy of Warrensville Heights Black >95

STEAM Academy of Warrensville Heights Hispanic NC

STEAM Academy of Warrensville Heights Multiracial NC
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STEAM Academy of Warrensville Heights White NC

University of Cleveland Preparatory School American Indian or Alaskan Native NC

University of Cleveland Preparatory School Asian or Pacific Islander NC

University of Cleveland Preparatory School Black >95

University of Cleveland Preparatory School Hispanic NC

University of Cleveland Preparatory School Multiracial NC

University of Cleveland Preparatory School White NC

West Park Academy American Indian or Alaskan Native NC

West Park Academy Asian or Pacific Islander NC

West Park Academy Black 24.8

West Park Academy Hispanic 33.8

West Park Academy Multiracial  5.7

West Park Academy White 33.3

Youngstown Academy of Excellence American Indian or Alaskan Native NC

Youngstown Academy of Excellence Asian or Pacific Islander NC

Youngstown Academy of Excellence Black 43.1

Youngstown Academy of Excellence Hispanic 41.5

Youngstown Academy of Excellence Multiracial NC

Youngstown Academy of Excellence White  8.5
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ELA 3rd Grade 2017-2018 

% Proficient or above

Math 3rd Grade 2017-2018 

% Proficient or above

ELA 4th Grade 2017-2018 

% Proficient or above

Akron Preparatory School Disabled NC NC NC

Alternative Education Academy Disabled 23.1 25 NC
Broadway Academy Disabled NC NC NC

Canton College Preparatory School Disabled NC NC NC
Cleveland Arts and Social Sciences Academy Disabled NC NC NC
Cleveland College Preparatory School Disabled NC NC NC

Cleveland Preparatory Academy Disabled NC NC NC

Columbus Arts & Technology Academy Disabled NC NC NC

Columbus Bilingual Academy-North Disabled NC NC NC
Columbus Humanities, Arts and Technology Academy Disabled NC NC NC
Cornerstone Academy Community School Disabled NC NC 30.8

East Academy Disabled NC NC NC
Wright Preparatory Academy Disabled NC NC NC

Euclid Preparatory School Disabled NC NC NC
Foundation Academy Disabled NC NC NC
Hope Academy Northcoast Disabled 23.1 46.2 NC

Hope Academy Northwest Campus Disabled NC NC 36.4

Lake Erie College Preparatory School Disabled NC NC NC
Lincoln Park Academy Disabled NC NC NC

Lorain Preparatory Academy Disabled NC NC NC
Monroe Preparatory Academy Disabled NC NC NC
Northeast Ohio College Preparatory School Disabled NC NC NC
Ohio College Preparatory School Disabled NC NC NC

Riverside Academy Disabled NC NC NC

South Columbus Preparatory Academy Disabled NC NC NC

STEAM Academy of Warren Disabled NC NC NC

STEAM Academy of Warrensville Heights Disabled NC NC NC
University of Cleveland Preparatory School Disabled 18.2 9.1 NC
West Park Academy Disabled NC NC NC
Youngstown Academy of Excellence Disabled NC NC NC
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% Proficient or above

Math 5th Grade 2017-2018 

% Proficient or above

Akron Preparatory School NC NC NC

Alternative Education Academy NC NC NC
Broadway Academy NC NC NC

Canton College Preparatory School NC NC NC
Cleveland Arts and Social Sciences Academy NC NC NC
Cleveland College Preparatory School NC NC NC

Cleveland Preparatory Academy NC NC NC

Columbus Arts & Technology Academy NC NC NC

Columbus Bilingual Academy-North NC NC NC
Columbus Humanities, Arts and Technology Academy NC NC NC
Cornerstone Academy Community School 46.2 NC NC

East Academy NC NC NC
Wright Preparatory Academy NC NC NC

Euclid Preparatory School NC NC NC
Foundation Academy NC NC NC
Hope Academy Northcoast NC NC NC

Hope Academy Northwest Campus 45.5 NC NC

Lake Erie College Preparatory School NC NC NC
Lincoln Park Academy NC NC NC

Lorain Preparatory Academy 6.7 16.7 16.7
Monroe Preparatory Academy NC NC NC
Northeast Ohio College Preparatory School NC NC NC
Ohio College Preparatory School NC NC NC

Riverside Academy NC NC NC

South Columbus Preparatory Academy NC NC NC

STEAM Academy of Warren NC NC NC

STEAM Academy of Warrensville Heights NC NC NC
University of Cleveland Preparatory School NC NC NC
West Park Academy NC 18.2 18.2
Youngstown Academy of Excellence NC NC NC
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Science 5th Grade 2017-

2018 % Proficient or above

ELA 6th Grade 2017-2018 

% Proficient or above

Math 6th Grade 2017-2018 

% Proficient or above

Akron Preparatory School NC NC NC

Alternative Education Academy NC 15.8 15
Broadway Academy NC NC NC

Canton College Preparatory School NC NC NC
Cleveland Arts and Social Sciences Academy NC NC NC
Cleveland College Preparatory School NC NC NC

Cleveland Preparatory Academy NC NC NC

Columbus Arts & Technology Academy NC NC NC

Columbus Bilingual Academy-North NC NC NC
Columbus Humanities, Arts and Technology Academy NC NC NC
Cornerstone Academy Community School NC 30 30

East Academy NC NC NC
Wright Preparatory Academy NC NC NC

Euclid Preparatory School NC NC NC
Foundation Academy NC NC NC
Hope Academy Northcoast NC NC NC

Hope Academy Northwest Campus NC NC NC

Lake Erie College Preparatory School NC NC NC
Lincoln Park Academy NC NC NC

Lorain Preparatory Academy 11.1 NC NC
Monroe Preparatory Academy NC NC NC
Northeast Ohio College Preparatory School NC NC NC
Ohio College Preparatory School NC NC NC

Riverside Academy NC NC NC

South Columbus Preparatory Academy NC NC NC

STEAM Academy of Warren NC NC NC

STEAM Academy of Warrensville Heights NC NC NC
University of Cleveland Preparatory School NC NC NC
West Park Academy 9.1 NC NC
Youngstown Academy of Excellence NC NC NC
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Math 7th Grade 2017-2018 

% Proficient or above

ELA 8th Grade 2017-2018 

% Proficient or above

Akron Preparatory School NC NC NC

Alternative Education Academy 47.1 31.3 21.1
Broadway Academy NC NC NC

Canton College Preparatory School NC NC NC
Cleveland Arts and Social Sciences Academy NC NC NC
Cleveland College Preparatory School NC NC NC

Cleveland Preparatory Academy NC NC NC

Columbus Arts & Technology Academy NC NC NC

Columbus Bilingual Academy-North NC NC NC
Columbus Humanities, Arts and Technology Academy NC NC NC
Cornerstone Academy Community School NC NC NC

East Academy NC NC NC
Wright Preparatory Academy NC NC NC

Euclid Preparatory School NC NC NC
Foundation Academy NC NC NC
Hope Academy Northcoast NC NC NC

Hope Academy Northwest Campus NC NC NC

Lake Erie College Preparatory School NC NC NC
Lincoln Park Academy NC NC NC

Lorain Preparatory Academy NC NC NC
Monroe Preparatory Academy NC NC NC
Northeast Ohio College Preparatory School NC NC NC
Ohio College Preparatory School NC NC NC

Riverside Academy NC NC NC

South Columbus Preparatory Academy NC NC NC

STEAM Academy of Warren NC NC NC

STEAM Academy of Warrensville Heights NC NC NC
University of Cleveland Preparatory School NC NC NC
West Park Academy NC NC NC
Youngstown Academy of Excellence NC NC NC
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History End of Course 2017-

2018 % Proficient or above

Akron Preparatory School NC NC NC

Alternative Education Academy 16.7 38.9 42.9
Broadway Academy NC NC NC

Canton College Preparatory School NC NC NC
Cleveland Arts and Social Sciences Academy NC NC NC
Cleveland College Preparatory School NC NC NC

Cleveland Preparatory Academy NC NC NC

Columbus Arts & Technology Academy NC NC NC

Columbus Bilingual Academy-North NC NC NC
Columbus Humanities, Arts and Technology Academy NC NC NC
Cornerstone Academy Community School NC NC NC

East Academy NC NC NC
Wright Preparatory Academy NC NC NC

Euclid Preparatory School NC NC NC
Foundation Academy NC NC NC
Hope Academy Northcoast NC NC NC

Hope Academy Northwest Campus NC NC NC

Lake Erie College Preparatory School NC NC NC
Lincoln Park Academy NC NC NC

Lorain Preparatory Academy NC NC NC
Monroe Preparatory Academy NC NC NC
Northeast Ohio College Preparatory School NC NC 27.3
Ohio College Preparatory School NC NC NC

Riverside Academy NC NC NC

South Columbus Preparatory Academy NC NC NC

STEAM Academy of Warren NC NC NC

STEAM Academy of Warrensville Heights NC NC NC
University of Cleveland Preparatory School NC NC NC
West Park Academy NC NC NC
Youngstown Academy of Excellence NC NC NC
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Government End of Course 2017-

2018 % Proficient or above

English Language Arts I End of 

Course 2017-2018 % Proficient or

Akron Preparatory School NC NC

Alternative Education Academy NC 9.1
Broadway Academy NC NC

Canton College Preparatory School NC NC
Cleveland Arts and Social Sciences Academy NC NC
Cleveland College Preparatory School NC NC

Cleveland Preparatory Academy NC NC

Columbus Arts & Technology Academy NC NC

Columbus Bilingual Academy-North NC NC
Columbus Humanities, Arts and Technology Academy NC NC
Cornerstone Academy Community School NC NC

East Academy NC NC
Wright Preparatory Academy NC NC

Euclid Preparatory School NC NC
Foundation Academy NC NC
Hope Academy Northcoast NC NC

Hope Academy Northwest Campus NC NC

Lake Erie College Preparatory School NC NC
Lincoln Park Academy NC NC

Lorain Preparatory Academy NC NC
Monroe Preparatory Academy NC NC
Northeast Ohio College Preparatory School NC 15
Ohio College Preparatory School NC NC

Riverside Academy NC NC

South Columbus Preparatory Academy NC NC

STEAM Academy of Warren NC NC

STEAM Academy of Warrensville Heights NC NC
University of Cleveland Preparatory School NC NC
West Park Academy NC NC
Youngstown Academy of Excellence NC NC
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Algebra I End of Course 2017-

2018 % Proficient or above

Geometry End of Course 2017-

2018 % Proficient or above

Akron Preparatory School NC NC NC

Alternative Education Academy 42.3 3.8 38.1
Broadway Academy NC NC NC

Canton College Preparatory School NC NC NC
Cleveland Arts and Social Sciences Academy NC NC NC
Cleveland College Preparatory School NC NC NC

Cleveland Preparatory Academy NC NC NC

Columbus Arts & Technology Academy NC NC NC

Columbus Bilingual Academy-North NC NC NC
Columbus Humanities, Arts and Technology Academy NC NC NC
Cornerstone Academy Community School NC NC NC

East Academy NC NC NC
Wright Preparatory Academy NC NC NC

Euclid Preparatory School NC NC NC
Foundation Academy NC NC NC
Hope Academy Northcoast NC NC NC

Hope Academy Northwest Campus NC NC NC

Lake Erie College Preparatory School NC NC NC
Lincoln Park Academy NC NC NC

Lorain Preparatory Academy NC NC NC
Monroe Preparatory Academy NC NC NC
Northeast Ohio College Preparatory School 15 NC 25
Ohio College Preparatory School NC NC NC

Riverside Academy NC NC NC

South Columbus Preparatory Academy NC NC NC

STEAM Academy of Warren NC NC NC

STEAM Academy of Warrensville Heights NC NC NC
University of Cleveland Preparatory School NC NC NC
West Park Academy NC NC NC
Youngstown Academy of Excellence NC NC NC
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Integrated Math I End of Course 

2017-2018 % Proficient or above

Integrated Math II End of Course 

2017-2018 % Proficient or above

Biology End of Course 2017-

2018 % Proficient or above

Akron Preparatory School NC NC NC

Alternative Education Academy NC NC 40.7
Broadway Academy NC NC NC

Canton College Preparatory School NC NC NC
Cleveland Arts and Social Sciences Academy NC NC NC
Cleveland College Preparatory School NC NC NC

Cleveland Preparatory Academy NC NC NC

Columbus Arts & Technology Academy NC NC NC

Columbus Bilingual Academy-North NC NC NC
Columbus Humanities, Arts and Technology Academy NC NC NC
Cornerstone Academy Community School NC NC NC

East Academy NC NC NC
Wright Preparatory Academy NC NC NC

Euclid Preparatory School NC NC NC
Foundation Academy NC NC NC
Hope Academy Northcoast NC NC NC

Hope Academy Northwest Campus NC NC NC

Lake Erie College Preparatory School NC NC NC
Lincoln Park Academy NC NC NC

Lorain Preparatory Academy NC NC NC
Monroe Preparatory Academy NC NC NC
Northeast Ohio College Preparatory School NC NC 28.6
Ohio College Preparatory School NC NC NC

Riverside Academy NC NC NC

South Columbus Preparatory Academy NC NC NC

STEAM Academy of Warren NC NC NC

STEAM Academy of Warrensville Heights NC NC NC
University of Cleveland Preparatory School NC NC NC
West Park Academy NC NC NC
Youngstown Academy of Excellence NC NC NC
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Percent of Total 

Enrollment 2017-2018

Akron Preparatory School NC NC 88.4 31 17.6

Alternative Education Academy 26.7 39.3 90 324 21.6
Broadway Academy NC NC 82.9 11  9.9

Canton College Preparatory School NC NC 90 32 17.3
Cleveland Arts and Social Sciences Academy NC NC 92.6 15  5.8
Cleveland College Preparatory School NC NC 86.2 51 18.3

Cleveland Preparatory Academy NC NC 81.4 17 15.3

Columbus Arts & Technology Academy NC NC 88.2 47  8.4

Columbus Bilingual Academy-North NC NC 95.3 32 12.1
Columbus Humanities, Arts and Technology Academy NC NC 90.9 29  5.3
Cornerstone Academy Community School NC NC 94 64  9.0

East Academy NC NC 85.5 41 14.5
Wright Preparatory Academy NC NC 87.5 32 28.8

Euclid Preparatory School NC NC 85.6 23 15.1
Foundation Academy NC NC 92.5 46 11.9
Hope Academy Northcoast NC NC 85.7 63 23.3

Hope Academy Northwest Campus NC NC 79.9 45 19.1

Lake Erie College Preparatory School NC NC 88.6 40 16.4
Lincoln Park Academy NC NC 86.1 40 19.5

Lorain Preparatory Academy NC NC 89.9 78 15.3
Monroe Preparatory Academy NC NC 92.8 23 20.0
Northeast Ohio College Preparatory School 91.7 90 88.5 89 18.2
Ohio College Preparatory School NC NC 86.4 40 14.7

Riverside Academy NC NC 80.7 44 16.9

South Columbus Preparatory Academy NC NC NC NC NC

STEAM Academy of Warren NC NC 86.7 24 14.9

STEAM Academy of Warrensville Heights NC NC 90.4 16  9.6
University of Cleveland Preparatory School NC NC 89 55 16.1
West Park Academy NC NC 86 47 22.4
Youngstown Academy of Excellence NC NC 89.9 29 22.3
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Building Name Student Group
ELA 3rd Grade 2017-2018 % 

Proficient or above

Math 3rd Grade 2017-2018 % 

Proficient or above

ELA 4th Grade 2017-2018 % 

Proficient or above

Math 4th Grade 2017-2018 % 

Proficient or above

Akron Preparatory School English Learner NC NC NC NC

Alternative Education Academy English Learner NC NC NC NC

Broadway Academy English Learner NC NC NC NC

Canton College Preparatory School English Learner NC NC NC NC

Cleveland Arts and Social Sciences Academy English Learner NC NC NC NC

Cleveland College Preparatory School English Learner NC NC NC NC

Cleveland Preparatory Academy English Learner NC NC NC NC

Columbus Arts & Technology Academy English Learner NC NC NC NC

Columbus Bilingual Academy-North English Learner 30.8 38.5 30 40

Columbus Humanities, Arts and Technology Academy English Learner 58.8 58.8 25 50

Cornerstone Academy Community School English Learner 78.6 78.6 60 70

East Academy English Learner NC NC NC NC

Wright Preparatory Academy English Learner NC NC NC NC

Euclid Preparatory School English Learner NC NC NC NC

Foundation Academy English Learner NC NC NC NC

Hope Academy Northcoast English Learner NC NC NC NC

Hope Academy Northwest Campus English Learner NC NC NC NC

Lake Erie College Preparatory School English Learner NC NC NC NC

Lincoln Park Academy English Learner NC NC NC NC

Lorain Preparatory Academy English Learner NC NC NC NC

Monroe Preparatory Academy English Learner NC NC NC NC

Northeast Ohio College Preparatory School English Learner NC NC NC NC

Ohio College Preparatory School English Learner NC NC NC NC

Riverside Academy English Learner NC NC NC NC

South Columbus Preparatory Academy English Learner NC NC NC NC

STEAM Academy of Warren English Learner NC NC NC NC

STEAM Academy of Warrensville Heights English Learner NC NC NC NC

University of Cleveland Preparatory School English Learner NC NC NC NC

West Park Academy English Learner NC NC NC NC

Youngstown Academy of Excellence English Learner NC NC NC NC
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ELA 5th Grade 2017-2018 % 

Proficient or above

Math 5th Grade 2017-2018 % 

Proficient or above

Science 5th Grade 2017-2018 % 

Proficient or above

ELA 6th Grade 2017-2018 % 

Proficient or above

Akron Preparatory School NC NC NC NC

Alternative Education Academy NC NC NC NC

Broadway Academy NC NC NC NC

Canton College Preparatory School NC NC NC NC

Cleveland Arts and Social Sciences Academy NC NC NC NC

Cleveland College Preparatory School NC NC NC NC

Cleveland Preparatory Academy NC NC NC NC

Columbus Arts & Technology Academy NC NC NC NC

Columbus Bilingual Academy-North 40 5 20 6.3

Columbus Humanities, Arts and Technology Academy 51.7 44.8 44.8 25.9

Cornerstone Academy Community School 90 50 70 NC

East Academy NC NC NC NC

Wright Preparatory Academy NC NC NC NC

Euclid Preparatory School NC NC NC NC

Foundation Academy NC NC NC NC

Hope Academy Northcoast NC NC NC NC

Hope Academy Northwest Campus NC NC NC NC

Lake Erie College Preparatory School NC NC NC NC

Lincoln Park Academy NC NC NC NC

Lorain Preparatory Academy NC NC NC NC

Monroe Preparatory Academy NC NC NC NC

Northeast Ohio College Preparatory School NC NC NC NC

Ohio College Preparatory School NC NC NC NC

Riverside Academy NC NC NC NC

South Columbus Preparatory Academy NC NC NC NC

STEAM Academy of Warren NC NC NC NC

STEAM Academy of Warrensville Heights NC NC NC NC

University of Cleveland Preparatory School NC NC NC NC

West Park Academy NC NC NC NC

Youngstown Academy of Excellence NC NC NC NC
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Math 6th Grade 2017-2018 % 

Proficient or above

ELA 7th Grade 2017-2018 % 

Proficient or above

Math 7th Grade 2017-2018 % 

Proficient or above

ELA 8th Grade 2017-2018 % 

Proficient or above

Akron Preparatory School NC NC NC NC

Alternative Education Academy NC NC NC NC

Broadway Academy NC NC NC NC

Canton College Preparatory School NC NC NC NC

Cleveland Arts and Social Sciences Academy NC NC NC NC

Cleveland College Preparatory School NC NC NC NC

Cleveland Preparatory Academy NC NC NC NC

Columbus Arts & Technology Academy NC NC NC NC

Columbus Bilingual Academy-North 6.3 NC NC NC

Columbus Humanities, Arts and Technology Academy 33.3 45.8 41.7 41.2

Cornerstone Academy Community School NC NC NC NC

East Academy NC NC NC NC

Wright Preparatory Academy NC NC NC NC

Euclid Preparatory School NC NC NC NC

Foundation Academy NC NC NC NC

Hope Academy Northcoast NC NC NC NC

Hope Academy Northwest Campus NC NC NC NC

Lake Erie College Preparatory School NC NC NC NC

Lincoln Park Academy NC NC NC NC

Lorain Preparatory Academy NC NC NC NC

Monroe Preparatory Academy NC NC NC NC

Northeast Ohio College Preparatory School NC NC NC NC

Ohio College Preparatory School NC NC NC NC

Riverside Academy NC NC NC NC

South Columbus Preparatory Academy NC NC NC NC

STEAM Academy of Warren NC NC NC NC

STEAM Academy of Warrensville Heights NC NC NC NC

University of Cleveland Preparatory School NC NC NC NC

West Park Academy NC NC NC NC

Youngstown Academy of Excellence NC NC NC NC
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BUILDING_LEP

Building Name
Math 8th Grade 2017-2018 % 

Proficient or above

Science 8th Grade 2017-2018 % 

Proficient or above

History End of Course 2017-2018 

% Proficient or above

Government End of Course 2017-2018 % 

Proficient or above

Akron Preparatory School NC NC NC NC

Alternative Education Academy NC NC NC NC

Broadway Academy NC NC NC NC

Canton College Preparatory School NC NC NC NC

Cleveland Arts and Social Sciences Academy NC NC NC NC

Cleveland College Preparatory School NC NC NC NC

Cleveland Preparatory Academy NC NC NC NC

Columbus Arts & Technology Academy NC NC NC NC

Columbus Bilingual Academy-North NC NC NC NC

Columbus Humanities, Arts and Technology Academy 76.5 47.1 NC NC

Cornerstone Academy Community School NC NC NC NC

East Academy NC NC NC NC

Wright Preparatory Academy NC NC NC NC

Euclid Preparatory School NC NC NC NC

Foundation Academy NC NC NC NC

Hope Academy Northcoast NC NC NC NC

Hope Academy Northwest Campus NC NC NC NC

Lake Erie College Preparatory School NC NC NC NC

Lincoln Park Academy NC NC NC NC

Lorain Preparatory Academy NC NC NC NC

Monroe Preparatory Academy NC NC NC NC

Northeast Ohio College Preparatory School NC NC NC NC

Ohio College Preparatory School NC NC NC NC

Riverside Academy NC NC NC NC

South Columbus Preparatory Academy NC NC NC NC

STEAM Academy of Warren NC NC NC NC

STEAM Academy of Warrensville Heights NC NC NC NC

University of Cleveland Preparatory School NC NC NC NC

West Park Academy NC NC NC NC

Youngstown Academy of Excellence NC NC NC NC
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BUILDING_LEP

Building Name
English Language Arts I End of Course 

2017-2018 % Proficient or

English Language Arts II End of Course 

2017-2018 % Proficient or

Algebra I End of Course 2017-2018 % 

Proficient or above

Akron Preparatory School NC NC NC

Alternative Education Academy NC NC NC

Broadway Academy NC NC NC

Canton College Preparatory School NC NC NC

Cleveland Arts and Social Sciences Academy NC NC NC

Cleveland College Preparatory School NC NC NC

Cleveland Preparatory Academy NC NC NC

Columbus Arts & Technology Academy NC NC NC

Columbus Bilingual Academy-North NC NC NC

Columbus Humanities, Arts and Technology Academy NC NC NC

Cornerstone Academy Community School NC NC NC

East Academy NC NC NC

Wright Preparatory Academy NC NC NC

Euclid Preparatory School NC NC NC

Foundation Academy NC NC NC

Hope Academy Northcoast NC NC NC

Hope Academy Northwest Campus NC NC NC

Lake Erie College Preparatory School NC NC NC

Lincoln Park Academy NC NC NC

Lorain Preparatory Academy NC NC NC

Monroe Preparatory Academy NC NC NC

Northeast Ohio College Preparatory School NC NC NC

Ohio College Preparatory School NC NC NC

Riverside Academy NC NC NC

South Columbus Preparatory Academy NC NC NC

STEAM Academy of Warren NC NC NC

STEAM Academy of Warrensville Heights NC NC NC

University of Cleveland Preparatory School NC NC NC

West Park Academy NC NC NC

Youngstown Academy of Excellence NC NC NC
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BUILDING_LEP

Building Name
Geometry End of Course 2017-2018 % 

Proficient or above

Integrated Math I End of Course 2017-

2018 % Proficient or above

Integrated Math II End of Course 2017-

2018 % Proficient or above

Akron Preparatory School NC NC NC

Alternative Education Academy NC NC NC

Broadway Academy NC NC NC

Canton College Preparatory School NC NC NC

Cleveland Arts and Social Sciences Academy NC NC NC

Cleveland College Preparatory School NC NC NC

Cleveland Preparatory Academy NC NC NC

Columbus Arts & Technology Academy NC NC NC

Columbus Bilingual Academy-North NC NC NC

Columbus Humanities, Arts and Technology Academy NC NC NC

Cornerstone Academy Community School NC NC NC

East Academy NC NC NC

Wright Preparatory Academy NC NC NC

Euclid Preparatory School NC NC NC

Foundation Academy NC NC NC

Hope Academy Northcoast NC NC NC

Hope Academy Northwest Campus NC NC NC

Lake Erie College Preparatory School NC NC NC

Lincoln Park Academy NC NC NC

Lorain Preparatory Academy NC NC NC

Monroe Preparatory Academy NC NC NC

Northeast Ohio College Preparatory School NC NC NC

Ohio College Preparatory School NC NC NC

Riverside Academy NC NC NC

South Columbus Preparatory Academy NC NC NC

STEAM Academy of Warren NC NC NC

STEAM Academy of Warrensville Heights NC NC NC

University of Cleveland Preparatory School NC NC NC

West Park Academy NC NC NC

Youngstown Academy of Excellence NC NC NC
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BUILDING_LEP

Building Name
Biology End of Course 2017-2018 

% Proficient or above

Four Year Grad 

Rate 2017

Five Year Grad 

Rate 2016

Attendance Rate 

2017-2018

Enrollment 

2017-2018

Percent of Total Enrollment 

2017-2018

Akron Preparatory School NC NC NC NC NC NC

Alternative Education Academy NC NC NC NC NC NC

Broadway Academy NC NC NC NC NC NC

Canton College Preparatory School NC NC NC NC NC NC

Cleveland Arts and Social Sciences Academy NC NC NC NC NC NC

Cleveland College Preparatory School NC NC NC NC NC NC

Cleveland Preparatory Academy NC NC NC NC NC NC

Columbus Arts & Technology Academy NC NC NC 93.5 32  5.7

Columbus Bilingual Academy-North NC NC NC 95.8 91 34.3

Columbus Humanities, Arts and Technology Academy NC NC NC 94.1 119 21.9

Cornerstone Academy Community School NC NC NC 96.2 43  6.0

East Academy NC NC NC NC NC NC

Wright Preparatory Academy NC NC NC NC NC NC

Euclid Preparatory School NC NC NC NC NC NC

Foundation Academy NC NC NC NC NC NC

Hope Academy Northcoast NC NC NC NC NC NC

Hope Academy Northwest Campus NC NC NC 87.9 16  6.8

Lake Erie College Preparatory School NC NC NC NC NC NC

Lincoln Park Academy NC NC NC NC NC NC

Lorain Preparatory Academy NC NC NC NC NC NC

Monroe Preparatory Academy NC NC NC NC NC NC

Northeast Ohio College Preparatory School NC NC NC NC NC NC

Ohio College Preparatory School NC NC NC NC NC NC

Riverside Academy NC NC NC NC NC NC

South Columbus Preparatory Academy NC NC NC NC NC NC

STEAM Academy of Warren NC NC NC NC NC NC

STEAM Academy of Warrensville Heights NC NC NC NC NC NC

University of Cleveland Preparatory School NC NC NC NC NC NC

West Park Academy NC NC NC 88.9 25 11.9

Youngstown Academy of Excellence NC NC NC 89.5 12  9.2
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Building IRN Building Name

Performance 

Index Score 

2018-19

Performance 

Index Score 

2017-18

Performance 

Index Score 

2016-17

Performance 

Index Percent 

2018-19

Letter Grade 

of 

Performance 

Index

013254 Akron Preparatory School 62.007 56.502 57.89 51.7 D

143396 Ohio Distance Electronic Learning Academy 54.647 58.914 63.785 45.5 F

012684 Broadway Academy 75.329 61.875 39.346 62.8 D

013255 Canton College Preparatory School 64.167 64.069 65.272 53.5 D

007995 Cleveland Arts and Social Sciences Academy 51.88 62.338 79.389 43.2 F

012010 Cleveland College Preparatory School 67.831 60.718 63.341 56.5 D

013199 Cleveland Preparatory Academy 45.909 48.403 63.803 38.3 F

000557 Columbus Arts & Technology Academy 76.16 76.814 81.637 63.5 D

011468 Columbus Bilingual Academy-North 65.086 55.444 68.299 54.2 D

000553 Columbus Humanities, Arts and Technology Academy 73.452 73.137 68.152 61.2 D

133439 Cornerstone Academy Community School 91.983 91.829 90.916 76.7 C

014187 East Academy 54.612 53.823 53.43 45.5 F

015713 Wright Prep Academy 51.218 41.226 45.725 42.7 F

014090 Eastland Preparatory Academy 56.03 54.211 51.149 46.7 F

015712 Euclid Preparatory School 53.781 50.656 NC 44.8 F

009192 Foundation Academy 72.271 72.345 79.982 60.2 D

142968 Hope Academy Northcoast 53.543 53.179 47.967 44.6 F

000575 Hope Academy Northwest Campus 74.414 78.028 62.955 62 D

013132 Lake Erie College Preparatory School 56.061 45.195 49.291 46.7 F

014065 Lincoln Park Academy 57.059 61.457 60.395 47.5 F

017270 Lorain Bilingual Preparatory Academy 51.343 NC NC 42.8 F

008000 Lorain Preparatory Academy 69.539 66.229 66.387 57.9 D

008064 Monroe Preparatory Academy 59.953 58.952 NC 50 D

017259 Montgomery Preparatory Academy 47.987 NC NC 40 F

017274 Mount Auburn Preparatory Academy 51.262 NC NC 42.7 F

011923 Northeast Ohio College Preparatory School 61.728 58.16 60 51.4 D

013253 Ohio College Preparatory School 65.724 60.566 58.066 54.8 D

133678 Riverside Academy 51.986 51.875 60.185 43.3 F

016829 South Columbus Preparatory Academy 84.522 96.471 NC 70.4 C

012644 STEAM Academy of Warren 58.321 61.523 56.667 48.6 F

013147 STEAM Academy of Warrensville Heights 56.794 52.051 65.148 47.3 F

012541 University of Cleveland Preparatory School 58.889 58.243 57.112 49.1 F

014189 West Park Academy 55.994 60.708 57.098 46.7 F

007984 Youngstown Academy of Excellence 57.447 63.444 60.185 47.9 F
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Building Name

Percent of 

Students Not 

Tested

Percent of 

Students 

Limited

Percent of 

Students Basic

Percent of 

Students 

Proficient

Percent of 

Students 

Accelerated

Percent of 

Students 

Advanced

Percent of 

Students 

Advanced Plus

Akron Preparatory School 0.0 41.6 26.3 20.4 6.9 4.7 0.0

Ohio Distance Electronic Learning Academy 3.1 49.7 21.5 16.8 6.1 2.7 0.0

Broadway Academy 0.0 23.0 30.9 17.8 18.4 9.9 0.0

Canton College Preparatory School 0.0 38.6 26.5 21.0 9.9 4.0 0.0

Cleveland Arts and Social Sciences Academy 1.6 53.1 25.6 11.4 6.8 1.4 0.0

Cleveland College Preparatory School 0.0 34.2 25.6 23.5 13.0 3.7 0.0

Cleveland Preparatory Academy 2.6 63.0 20.8 7.8 2.6 3.2 0.0

Columbus Arts & Technology Academy 0.3 22.8 26.7 27.2 15.6 7.5 0.0

Columbus Bilingual Academy-North 1.0 34.7 28.9 19.9 11.3 4.1 0.0

Columbus Humanities, Arts and Technology Academy 0.3 27.7 24.0 26.9 14.6 6.5 0.0

Cornerstone Academy Community School 0.0 9.8 17.9 29.2 26.0 17.1 0.0

East Academy 0.0 52.4 24.5 14.3 6.3 2.4 0.0

Wright Prep Academy 0.0 56.4 25.6 10.3 5.8 1.9 0.0

Eastland Preparatory Academy 2.7 45.7 26.9 13.7 7.8 3.3 0.0

Euclid Preparatory School 0.0 53.1 24.7 15.6 4.7 1.9 0.0

Foundation Academy 0.0 29.3 24.3 27.5 12.9 6.0 0.0

Hope Academy Northcoast 0.0 52.4 26.3 14.5 5.6 1.2 0.0

Hope Academy Northwest Campus 0.0 24.0 27.9 27.6 16.8 3.6 0.0

Lake Erie College Preparatory School 0.0 48.8 27.6 14.8 4.7 4.0 0.0

Lincoln Park Academy 0.5 48.1 25.3 15.4 8.0 2.8 0.0

Lorain Bilingual Preparatory Academy 0.0 58.2 20.9 16.4 4.5 0.0 0.0

Lorain Preparatory Academy 0.1 29.7 28.7 26.0 11.5 3.9 0.0

Monroe Preparatory Academy 0.0 42.0 30.2 16.0 9.4 2.4 0.0

Montgomery Preparatory Academy 0.3 61.3 23.3 10.2 3.8 1.0 0.0

Mount Auburn Preparatory Academy 0.2 57.1 22.9 15.0 3.1 1.7 0.0

Northeast Ohio College Preparatory School 1.7 38.4 27.8 20.8 7.6 3.7 0.0

Ohio College Preparatory School 0.2 35.9 27.4 20.0 13.1 3.4 0.0

Riverside Academy 1.4 55.7 21.6 13.1 6.0 2.1 0.0

South Columbus Preparatory Academy 0.0 14.8 23.5 31.3 18.3 12.2 0.0

STEAM Academy of Warren 0.0 48.5 23.5 14.6 10.1 3.4 0.0

STEAM Academy of Warrensville Heights 0.4 48.5 24.4 19.5 5.7 1.5 0.0

University of Cleveland Preparatory School 0.3 46.1 25.6 15.3 8.9 3.9 0.0

West Park Academy 0.0 51.6 22.4 17.0 7.1 1.9 0.0

Youngstown Academy of Excellence 0.0 48.4 23.9 19.1 8.0 0.5 0.0
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Building Name

Gifted 

Performance 

Index Score 

2018-19

Gifted 

Performance 

Index Percent 

2018-19

Percent of 

Gifted 

Students Not 

Tested

Percent of 

Gifted 

Students 

Limited

Percent of 

Gifted Students 

Basic

Percent of 

Gifted 

Students 

Proficient

Percent of 

Gifted 

Students 

Accelerated

Akron Preparatory School NC NC NC NC NC NC NC

Ohio Distance Electronic Learning Academy NC NC NC NC NC NC NC

Broadway Academy NC NC NC NC NC NC NC

Canton College Preparatory School NC NC NC NC NC NC NC

Cleveland Arts and Social Sciences Academy NC NC NC NC NC NC NC

Cleveland College Preparatory School NC NC NC NC NC NC NC

Cleveland Preparatory Academy NC NC NC NC NC NC NC

Columbus Arts & Technology Academy NC NC NC NC NC NC NC

Columbus Bilingual Academy-North NC NC NC NC NC NC NC

Columbus Humanities, Arts and Technology Academy NC NC NC NC NC NC NC

Cornerstone Academy Community School NC NC NC NC NC NC NC

East Academy NC NC NC NC NC NC NC

Wright Prep Academy NC NC NC NC NC NC NC

Eastland Preparatory Academy NC NC NC NC NC NC NC

Euclid Preparatory School NC NC NC NC NC NC NC

Foundation Academy NC NC NC NC NC NC NC

Hope Academy Northcoast NC NC NC NC NC NC NC

Hope Academy Northwest Campus NC NC NC NC NC NC NC

Lake Erie College Preparatory School NC NC NC NC NC NC NC

Lincoln Park Academy NC NC NC NC NC NC NC

Lorain Bilingual Preparatory Academy NC NC NC NC NC NC NC

Lorain Preparatory Academy NC NC NC NC NC NC NC

Monroe Preparatory Academy NC NC NC NC NC NC NC

Montgomery Preparatory Academy NC NC NC NC NC NC NC

Mount Auburn Preparatory Academy NC NC NC NC NC NC NC

Northeast Ohio College Preparatory School NC NC NC NC NC NC NC

Ohio College Preparatory School NC NC NC NC NC NC NC

Riverside Academy NC NC NC NC NC NC NC

South Columbus Preparatory Academy NC NC NC NC NC NC NC

STEAM Academy of Warren NC NC NC NC NC NC NC

STEAM Academy of Warrensville Heights NC NC NC NC NC NC NC

University of Cleveland Preparatory School NC NC NC NC NC NC NC

West Park Academy NC NC NC NC NC NC NC

Youngstown Academy of Excellence NC NC NC NC NC NC NC
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Building Name

Percent of 

Gifted 

Students 

Advanced

Percent of 

Gifted 

Students 

Advanced 

Plus

Akron Preparatory School NC NC

Ohio Distance Electronic Learning Academy NC NC

Broadway Academy NC NC

Canton College Preparatory School NC NC

Cleveland Arts and Social Sciences Academy NC NC

Cleveland College Preparatory School NC NC

Cleveland Preparatory Academy NC NC

Columbus Arts & Technology Academy NC NC

Columbus Bilingual Academy-North NC NC

Columbus Humanities, Arts and Technology Academy NC NC

Cornerstone Academy Community School NC NC

East Academy NC NC

Wright Prep Academy NC NC

Eastland Preparatory Academy NC NC

Euclid Preparatory School NC NC

Foundation Academy NC NC

Hope Academy Northcoast NC NC

Hope Academy Northwest Campus NC NC

Lake Erie College Preparatory School NC NC

Lincoln Park Academy NC NC

Lorain Bilingual Preparatory Academy NC NC

Lorain Preparatory Academy NC NC

Monroe Preparatory Academy NC NC

Montgomery Preparatory Academy NC NC

Mount Auburn Preparatory Academy NC NC

Northeast Ohio College Preparatory School NC NC

Ohio College Preparatory School NC NC

Riverside Academy NC NC

South Columbus Preparatory Academy NC NC

STEAM Academy of Warren NC NC

STEAM Academy of Warrensville Heights NC NC

University of Cleveland Preparatory School NC NC

West Park Academy NC NC

Youngstown Academy of Excellence NC NC
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Building Name Student Group

English 

Language Arts 

3rd Grade 2018-

2019 Percent 

Proficient or 

above

Math 3rd 

Grade 2018-

2019 Percent 

Proficient or 

above

English 

Language Arts 

4th Grade 2018-

2019 Percent 

Proficient or 

above

Math 4th 

Grade 2018-

2019 Percent 

Proficient or 

above

English 

Language Arts 

5th Grade 2018-

2019 Percent 

Proficient or 

above

Math 5th 

Grade 2018-

2019 Percent 

Proficient or 

above

Akron Preparatory School ECONDISADV 73.3 80.0 41.2 47.1 45.5 22.7

Alternative Education Academy ECONDISADV 24.6 <5.0 36.4 38.6 35.1 12.3

Broadway Academy ECONDISADV 51.7 24.1 27.3 47.6 58.8 52.9

Canton College Preparatory School ECONDISADV 53.1 46.9 43.8 43.8 48.3 27.6

Cleveland Arts and Social Sciences Academy ECONDISADV 35.7 22.2 28.6 9.5 33.3 11.1

Cleveland College Preparatory School ECONDISADV 46.9 51.6 21.9 32.3 33.3 16.7

Cleveland Preparatory Academy ECONDISADV NC NC NC NC NC NC

Columbus Arts & Technology Academy ECONDISADV 67.3 53.1 51.6 64.1 66.7 15.4

Columbus Bilingual Academy-North ECONDISADV 17.2 55.2 39.1 62.5 58.5 12.2

Columbus Humanities, Arts and Technology Academy ECONDISADV 68.8 34.4 58.0 60.0 46.9 16.3

Cornerstone Academy Community School ECONDISADV 70.4 61.1 75.6 75.6 66.7 53.3

East Academy ECONDISADV 34.0 38.3 28.6 33.3 29.6 <5.0

Wright Preparatory Academy ECONDISADV <5.0 31.8 17.6 17.6 20.0 10.0

Eastland Preparatory Academy ECONDISADV 28.6 16.0 42.9 44.8 31.6 15.0

Euclid Preparatory School ECONDISADV 25.0 21.7 42.9 40.0 33.3 18.5

Foundation Academy ECONDISADV 57.1 57.1 37.5 50.0 48.8 58.1

Hope Academy Northcoast ECONDISADV 40.0 16.7 26.5 35.3 27.3 22.7

Hope Academy Northwest Campus ECONDISADV 70.0 55.0 40.7 63.0 42.9 67.9

Lake Erie College Preparatory School ECONDISADV 61.1 72.2 29.0 16.1 37.5 12.5

Lincoln Park Academy ECONDISADV 27.7 48.9 31.7 31.7 43.8 37.5

Lorain Bilingual Preparatory Academy ECONDISADV NC NC NC NC NC NC

Lorain Preparatory Academy ECONDISADV 51.4 38.9 52.1 68.8 60.6 44.8

Monroe Preparatory Academy ECONDISADV 46.2 15.4 20.0 20.0 38.5 26.9

Montgomery Preparatory Academy ECONDISADV 24.0 24.0 13.6 18.2 16.0 <5.0

Mount Auburn Preparatory Academy ECONDISADV 27.8 5.9 16.7 16.7 27.8 33.3

Northeast Ohio College Preparatory School ECONDISADV 57.1 40.0 31.3 25.0 57.1 28.6

Ohio College Preparatory School ECONDISADV 73.2 60.5 40.7 58.6 25.8 19.4

Riverside Academy ECONDISADV 27.3 19.0 14.3 21.4 30.0 <5.0

South Columbus Preparatory Academy ECONDISADV 71.4 71.4 63.6 45.5 85.7 14.3

STEAM Academy of Warren ECONDISADV 34.1 29.3 16.7 27.8 42.1 31.6

STEAM Academy of Warrensville Heights ECONDISADV 38.5 40.0 29.0 38.7 31.6 5.3

University of Cleveland Preparatory School ECONDISADV 24.4 15.0 18.2 25.0 50.0 25.0

West Park Academy ECONDISADV 15.0 15.0 37.5 25.0 38.1 14.3

Youngstown Academy of Excellence ECONDISADV 37.5 12.5 11.1 33.3 NC NC
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Building Name

Science 5th 

Grade 2018-

2019 Percent 

Proficient or 

above

English 

Language Arts 

6th Grade 2018-

2019 Percent 

Proficient or 

above

Math 6th 

Grade 2018-

2019 Percent 

Proficient or 

above

English 

Language Arts 

7th Grade 2018-

2019 Percent 

Proficient or 

above

Math 7th 

Grade 2018-

2019 Percent 

Proficient or 

above

Akron Preparatory School 13.6 20.0 20.0 29.2 25.0

Alternative Education Academy 17.5 26.1 7.6 35.5 15.0

Broadway Academy 76.5 NC NC NC NC

Canton College Preparatory School 13.8 37.5 20.8 26.3 <5.0

Cleveland Arts and Social Sciences Academy 14.8 29.2 16.7 13.3 <5.0

Cleveland College Preparatory School 16.7 33.3 54.3 62.1 39.3

Cleveland Preparatory Academy NC NC NC NC NC

Columbus Arts & Technology Academy 35.9 40.4 36.5 70.6 35.3

Columbus Bilingual Academy-North 26.8 43.3 16.7 NC NC

Columbus Humanities, Arts and Technology Academy 26.5 31.3 35.4 80.0 43.6

Cornerstone Academy Community School 64.4 59.1 77.3 67.9 64.3

East Academy 7.4 17.9 <5.0 40.0 12.0

Wright Preparatory Academy 10.0 NC NC NC NC

Eastland Preparatory Academy 14.3 21.4 17.9 30.8 15.4

Euclid Preparatory School 11.1 19.2 19.2 50.0 12.5

Foundation Academy 51.2 18.8 50.0 38.7 32.3

Hope Academy Northcoast 18.2 5.1 7.7 31.3 21.9

Hope Academy Northwest Campus 42.9 38.1 47.6 60.0 48.0

Lake Erie College Preparatory School <5.0 11.5 11.5 13.3 6.7

Lincoln Park Academy 21.9 21.6 11.8 33.3 17.9

Lorain Bilingual Preparatory Academy NC NC NC NC NC

Lorain Preparatory Academy 31.3 20.0 21.7 42.9 35.7

Monroe Preparatory Academy 38.5 18.8 18.8 NC NC

Montgomery Preparatory Academy <5.0 20.8 <5.0 20.0 20.0

Mount Auburn Preparatory Academy 27.8 15.0 10.0 41.2 17.6

Northeast Ohio College Preparatory School 35.7 27.3 9.1 31.8 27.3

Ohio College Preparatory School 22.6 26.7 41.4 25.0 37.5

Riverside Academy 9.5 12.0 8.0 42.9 21.7

South Columbus Preparatory Academy 50.0 NC NC NC NC

STEAM Academy of Warren 15.8 20.0 30.0 38.5 30.8

STEAM Academy of Warrensville Heights 10.5 47.4 21.1 38.5 7.7

University of Cleveland Preparatory School 20.8 25.0 25.0 52.2 30.4

West Park Academy 19.0 18.5 25.9 44.0 28.0

Youngstown Academy of Excellence NC 12.5 20.0 38.9 17.6
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Building Name

English 

Language Arts 

8th Grade 2018-

2019 Percent 

Proficient or 

above

Math 8th 

Grade 2018-

2019 Percent 

Proficient or 

above

Science 8th 

Grade 2018-

2019 Percent 

Proficient or 

above

History End of 

Course 2018-

2019 Percent 

Proficient or 

above

Government 

End of Course 

2018-2019 

Percent 

Proficient or 

above

Physical 

Science End of 

Course 2018-

2019 Percent 

Proficient or 

above

Akron Preparatory School 31.8 18.2 9.1 NC NC NC

Alternative Education Academy 23.8 10.0 27.5 57.1 51.9 NC

Broadway Academy NC NC NC NC NC NC

Canton College Preparatory School NC NC NC NC NC NC

Cleveland Arts and Social Sciences Academy 40.0 12.0 16.0 NC NC NC

Cleveland College Preparatory School 55.3 51.4 32.4 NC NC NC

Cleveland Preparatory Academy NC NC NC 42.9 NC NC

Columbus Arts & Technology Academy 47.9 51.1 53.2 88.2 69.2 NC

Columbus Bilingual Academy-North NC NC NC NC NC NC

Columbus Humanities, Arts and Technology Academy 40.0 77.5 62.5 NC NC NC

Cornerstone Academy Community School 36.4 63.6 59.1 NC NC NC

East Academy 38.5 8.0 8.0 NC NC NC

Wright Preparatory Academy NC NC NC NC NC NC

Eastland Preparatory Academy 25.0 18.8 25.0 NC NC NC

Euclid Preparatory School 19.0 <5.0 <5.0 NC NC NC

Foundation Academy 30.4 47.8 52.2 NC NC NC

Hope Academy Northcoast 25.8 6.5 19.4 NC NC NC

Hope Academy Northwest Campus 33.3 23.8 33.3 NC NC NC

Lake Erie College Preparatory School 26.1 26.1 13.0 NC NC NC

Lincoln Park Academy 12.2 17.1 17.1 NC NC NC

Lorain Bilingual Preparatory Academy NC NC NC NC NC NC

Lorain Preparatory Academy 35.5 45.2 29.0 NC NC NC

Monroe Preparatory Academy NC NC NC NC NC NC

Montgomery Preparatory Academy 18.2 18.2 14.3 NC NC NC

Mount Auburn Preparatory Academy 23.1 7.7 7.7 31.3 NC 18.8

Northeast Ohio College Preparatory School 36.4 12.1 39.4 57.1 76.1 NC

Ohio College Preparatory School 18.2 27.3 21.2 NC NC NC

Riverside Academy 29.4 29.4 41.2 NC NC NC

South Columbus Preparatory Academy NC NC NC NC NC NC

STEAM Academy of Warren NC NC NC NC NC NC

STEAM Academy of Warrensville Heights NC NC NC NC NC NC

University of Cleveland Preparatory School 38.1 23.8 38.1 NC NC NC

West Park Academy 26.3 21.1 31.6 NC NC NC

Youngstown Academy of Excellence NC NC NC NC NC NC
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Building Name

English 

Language Arts 

I End of Course 

2018-2019 

Percent 

Proficient or

English 

Language Arts 

II End of 

Course 2018-

2019 Percent 

Proficient or

Algebra I End of 

Course 2018-

2019 Percent 

Proficient or 

above

Geometry End 

of Course 2018-

2019 Percent 

Proficient or 

above

Integrated 

Math I End of 

Course 2018-

2019 Percent 

Proficient or 

above

Integrated 

Math II End of 

Course 2018-

2019 Percent 

Proficient or 

above

Biology End of 

Course 2018-

2019 Percent 

Proficient or 

above

Akron Preparatory School NC NC NC NC NC NC NC

Alternative Education Academy 33.7 38.7 24.1 27.3 NC NC 38.4

Broadway Academy NC NC NC NC NC NC NC

Canton College Preparatory School NC NC NC NC NC NC NC

Cleveland Arts and Social Sciences Academy NC NC NC NC NC NC NC

Cleveland College Preparatory School NC NC NC NC NC NC NC

Cleveland Preparatory Academy 21.4 40.0 <5.0 14.3 NC NC 46.2

Columbus Arts & Technology Academy 53.3 75.0 60.0 30.0 NC NC 53.3

Columbus Bilingual Academy-North NC NC NC NC NC NC NC

Columbus Humanities, Arts and Technology Academy NC NC NC NC NC NC NC

Cornerstone Academy Community School NC NC NC NC NC NC NC

East Academy NC NC NC NC NC NC NC

Wright Preparatory Academy NC NC NC NC NC NC NC

Eastland Preparatory Academy NC NC NC NC NC NC NC

Euclid Preparatory School NC NC NC NC NC NC NC

Foundation Academy NC NC NC NC NC NC NC

Hope Academy Northcoast NC NC NC NC NC NC NC

Hope Academy Northwest Campus NC NC NC NC NC NC NC

Lake Erie College Preparatory School NC NC NC NC NC NC NC

Lincoln Park Academy NC NC NC NC NC NC NC

Lorain Bilingual Preparatory Academy NC NC NC NC NC NC NC

Lorain Preparatory Academy NC NC NC NC NC NC NC

Monroe Preparatory Academy NC NC NC NC NC NC NC

Montgomery Preparatory Academy NC NC NC NC NC NC NC

Mount Auburn Preparatory Academy 18.8 NC 6.3 NC NC NC NC

Northeast Ohio College Preparatory School 45.8 51.0 26.7 13.2 NC NC 50.0

Ohio College Preparatory School NC NC NC NC NC NC NC

Riverside Academy NC NC NC NC NC NC NC

South Columbus Preparatory Academy NC NC NC NC NC NC NC

STEAM Academy of Warren NC NC NC NC NC NC NC

STEAM Academy of Warrensville Heights NC NC NC NC NC NC NC

University of Cleveland Preparatory School NC NC NC NC NC NC NC

West Park Academy NC NC NC NC NC NC NC

Youngstown Academy of Excellence NC NC NC NC NC NC NC
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Akron Preparatory School NC NC 87.8 218 >95.0

Alternative Education Academy 26.3 27.0 89.2 1176 60.6

Broadway Academy NC NC 83.5 162 >95.0

Canton College Preparatory School NC NC 89.6 269 >95.0

Cleveland Arts and Social Sciences Academy NC NC 88.2 295 >95.0

Cleveland College Preparatory School NC NC 88.4 274 >95.0

Cleveland Preparatory Academy NC 64.9 79.4 154 >95.0

Columbus Arts & Technology Academy NC NC 90.9 568 >95.0

Columbus Bilingual Academy-North NC NC 91.8 296 >95.0

Columbus Humanities, Arts and Technology Academy NC NC 93.9 556 >95.0

Cornerstone Academy Community School NC NC >95.0 425 53.5

East Academy NC NC 85.2 306 >95.0

Wright Preparatory Academy NC NC 86.9 136 >95.0

Eastland Preparatory Academy NC NC 83.3 254 >95.0

Euclid Preparatory School NC NC 88.0 251 >95.0

Foundation Academy NC NC 93.6 396 >95.0

Hope Academy Northcoast NC NC 87.0 297 >95.0

Hope Academy Northwest Campus NC NC 85.5 222 >95.0

Lake Erie College Preparatory School NC NC 85.5 248 >95.0

Lincoln Park Academy NC NC 86.1 426 >95.0

Lorain Bilingual Preparatory Academy NC NC 88.8 89 85.6

Lorain Preparatory Academy NC NC 90.0 520 >95.0

Monroe Preparatory Academy NC NC 87.7 212 >95.0

Montgomery Preparatory Academy NC NC 84.5 191 >95.0

Mount Auburn Preparatory Academy NC NC 82.0 187 61.7

Northeast Ohio College Preparatory School NC >95.0 85.4 437 >95.0

Ohio College Preparatory School NC NC 87.8 297 >95.0

Riverside Academy NC NC 77.9 209 >95.0

South Columbus Preparatory Academy NC NC 88.6 131 76.6

STEAM Academy of Warren NC NC 90.2 210 >95.0

STEAM Academy of Warrensville Heights NC NC 86.7 213 >95.0

University of Cleveland Preparatory School NC NC 83.8 288 >95.0

West Park Academy NC NC 87.3 216 >95.0

Youngstown Academy of Excellence NC NC 87.5 167 >95.0
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Akron Preparatory School MULTIRACIAL NC NC NC NC NC NC

Akron Preparatory School WHITE NC NC NC NC NC NC

Akron Preparatory School INDIAN NC NC NC NC NC NC

Akron Preparatory School HISPANIC NC NC NC NC NC NC

Akron Preparatory School BLACK 66.7 83.3 37.5 43.8 42.1 21.1

Akron Preparatory School ASIAN NC NC NC NC NC NC

Alternative Education Academy WHITE 34.6 9.8 41.7 36.1 40.4 11.5

Alternative Education Academy MULTIRACIAL 40.0 10.0 NC NC NC NC

Alternative Education Academy INDIAN NC NC NC NC NC NC

Alternative Education Academy HISPANIC NC NC NC NC NC NC

Alternative Education Academy BLACK 37.5 6.3 25.0 33.3 35.3 11.8

Alternative Education Academy ASIAN NC NC NC NC NC NC

Broadway Academy MULTIRACIAL NC NC NC NC NC NC

Broadway Academy WHITE NC NC NC NC NC NC

Broadway Academy INDIAN NC NC NC NC NC NC

Broadway Academy HISPANIC NC NC NC NC NC NC

Broadway Academy BLACK 53.8 23.1 26.3 50.0 64.3 57.1

Broadway Academy ASIAN NC NC NC NC NC NC

Canton College Preparatory School MULTIRACIAL NC NC NC NC NC NC

Canton College Preparatory School WHITE NC NC NC NC NC NC

Canton College Preparatory School INDIAN NC NC NC NC NC NC

Canton College Preparatory School HISPANIC NC NC NC NC NC NC

Canton College Preparatory School BLACK 38.1 33.3 40.9 36.4 43.5 21.7

Canton College Preparatory School ASIAN NC NC NC NC NC NC

Cleveland Arts and Social Sciences Academy MULTIRACIAL NC NC NC NC NC NC

Cleveland Arts and Social Sciences Academy WHITE NC NC NC NC NC NC

Cleveland Arts and Social Sciences Academy INDIAN NC NC NC NC NC NC

Cleveland Arts and Social Sciences Academy HISPANIC NC NC NC NC NC NC

Cleveland Arts and Social Sciences Academy BLACK 35.7 22.2 28.6 9.5 33.3 11.1

Cleveland Arts and Social Sciences Academy ASIAN NC NC NC NC NC NC

Cleveland College Preparatory School MULTIRACIAL NC NC NC NC NC NC

Cleveland College Preparatory School WHITE NC NC NC NC NC NC

Cleveland College Preparatory School INDIAN NC NC NC NC NC NC

Cleveland College Preparatory School HISPANIC NC NC NC NC NC NC

Cleveland College Preparatory School BLACK 48.1 57.7 20.0 33.3 33.3 14.3

Cleveland College Preparatory School ASIAN NC NC NC NC NC NC

Cleveland Preparatory Academy MULTIRACIAL NC NC NC NC NC NC
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Cleveland Preparatory Academy WHITE NC NC NC NC NC NC

Cleveland Preparatory Academy INDIAN NC NC NC NC NC NC

Cleveland Preparatory Academy HISPANIC NC NC NC NC NC NC

Cleveland Preparatory Academy BLACK NC NC NC NC NC NC

Cleveland Preparatory Academy ASIAN NC NC NC NC NC NC

Columbus Arts & Technology Academy WHITE NC NC NC NC NC NC

Columbus Arts & Technology Academy MULTIRACIAL NC NC NC NC NC NC

Columbus Arts & Technology Academy INDIAN NC NC NC NC NC NC

Columbus Arts & Technology Academy HISPANIC NC NC 30.0 50.0 NC NC

Columbus Arts & Technology Academy BLACK 73.8 56.4 60.4 64.0 65.5 10.3

Columbus Arts & Technology Academy ASIAN NC NC NC NC NC NC

Columbus Bilingual Academy-North MULTIRACIAL NC NC NC NC NC NC

Columbus Bilingual Academy-North WHITE 22.2 61.1 40.0 73.3 57.1 10.7

Columbus Bilingual Academy-North INDIAN NC NC NC NC NC NC

Columbus Bilingual Academy-North HISPANIC 10.0 40.0 NC NC 60.0 10.0

Columbus Bilingual Academy-North BLACK NC NC NC NC NC NC

Columbus Bilingual Academy-North ASIAN NC NC NC NC NC NC

Columbus Humanities, Arts and Technology Academy WHITE NC NC NC NC NC NC

Columbus Humanities, Arts and Technology Academy MULTIRACIAL NC NC NC NC NC NC

Columbus Humanities, Arts and Technology Academy INDIAN NC NC NC NC NC NC

Columbus Humanities, Arts and Technology Academy HISPANIC NC NC NC NC NC NC

Columbus Humanities, Arts and Technology Academy BLACK 73.9 30.4 54.8 58.1 46.2 10.3

Columbus Humanities, Arts and Technology Academy ASIAN NC NC 70.0 40.0 NC NC

Cornerstone Academy Community School WHITE 88.0 76.0 86.7 93.3 85.7 66.7

Cornerstone Academy Community School MULTIRACIAL NC NC NC NC NC NC

Cornerstone Academy Community School INDIAN NC NC NC NC NC NC

Cornerstone Academy Community School HISPANIC NC NC NC NC 60.0 60.0

Cornerstone Academy Community School BLACK 76.3 69.5 79.6 81.6 71.8 56.4

Cornerstone Academy Community School ASIAN NC NC NC NC NC NC

East Academy WHITE NC NC NC NC NC NC

East Academy MULTIRACIAL NC NC NC NC NC NC

East Academy INDIAN NC NC NC NC NC NC

East Academy HISPANIC NC NC NC NC NC NC

East Academy BLACK 35.6 35.6 26.9 32.0 30.8 <5.0

East Academy ASIAN NC NC NC NC NC NC

Wright Preparatory Academy WHITE NC NC NC NC NC NC

Wright Preparatory Academy MULTIRACIAL NC NC NC NC NC NC
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Wright Preparatory Academy INDIAN NC NC NC NC NC NC

Wright Preparatory Academy HISPANIC NC NC NC NC NC NC

Wright Preparatory Academy BLACK NC NC NC NC NC NC

Wright Preparatory Academy ASIAN NC NC NC NC NC NC

Eastland Preparatory Academy MULTIRACIAL NC NC NC NC NC NC

Eastland Preparatory Academy WHITE 26.7 20.0 47.8 52.2 33.3 20.0

Eastland Preparatory Academy INDIAN NC NC NC NC NC NC

Eastland Preparatory Academy HISPANIC NC NC NC NC NC NC

Eastland Preparatory Academy BLACK 33.3 NC NC NC NC NC

Eastland Preparatory Academy ASIAN NC NC NC NC NC NC

Euclid Preparatory School WHITE NC NC NC NC NC NC

Euclid Preparatory School MULTIRACIAL NC NC NC NC NC NC

Euclid Preparatory School INDIAN NC NC NC NC NC NC

Euclid Preparatory School HISPANIC NC NC NC NC NC NC

Euclid Preparatory School BLACK 25.0 21.7 42.9 40.0 30.8 15.4

Euclid Preparatory School ASIAN NC NC NC NC NC NC

Foundation Academy MULTIRACIAL NC NC NC NC NC NC

Foundation Academy WHITE 52.2 60.9 35.0 50.0 66.7 72.2

Foundation Academy INDIAN NC NC NC NC NC NC

Foundation Academy HISPANIC NC NC NC NC NC NC

Foundation Academy BLACK 58.8 41.2 38.9 50.0 44.4 44.4

Foundation Academy ASIAN NC NC NC NC NC NC

Hope Academy Northcoast WHITE NC NC NC NC NC NC

Hope Academy Northcoast MULTIRACIAL NC NC NC NC NC NC

Hope Academy Northcoast INDIAN NC NC NC NC NC NC

Hope Academy Northcoast HISPANIC NC NC NC NC NC NC

Hope Academy Northcoast BLACK 30.0 15.0 26.1 30.4 20.0 26.7

Hope Academy Northcoast ASIAN NC NC NC NC NC NC

Hope Academy Northwest Campus WHITE NC NC NC NC 41.7 66.7

Hope Academy Northwest Campus MULTIRACIAL NC NC NC NC NC NC

Hope Academy Northwest Campus INDIAN NC NC NC NC NC NC

Hope Academy Northwest Campus HISPANIC NC NC NC NC NC NC

Hope Academy Northwest Campus BLACK NC NC 33.3 53.3 60.0 80.0

Hope Academy Northwest Campus ASIAN NC NC NC NC NC NC

Lake Erie College Preparatory School MULTIRACIAL NC NC NC NC NC NC

Lake Erie College Preparatory School WHITE NC NC NC NC NC NC

Lake Erie College Preparatory School INDIAN NC NC NC NC NC NC
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Lake Erie College Preparatory School HISPANIC NC NC NC NC NC NC

Lake Erie College Preparatory School BLACK 61.1 72.2 24.1 13.8 37.5 12.5

Lake Erie College Preparatory School ASIAN NC NC NC NC NC NC

Lincoln Park Academy MULTIRACIAL NC NC NC NC NC NC

Lincoln Park Academy WHITE 38.5 53.8 33.3 41.7 NC NC

Lincoln Park Academy INDIAN NC NC NC NC NC NC

Lincoln Park Academy HISPANIC 21.4 50.0 22.2 22.2 42.9 28.6

Lincoln Park Academy BLACK 26.7 53.3 NC NC NC NC

Lincoln Park Academy ASIAN NC NC NC NC NC NC

Lorain Bilingual Preparatory Academy WHITE NC NC NC NC NC NC

Lorain Bilingual Preparatory Academy MULTIRACIAL NC NC NC NC NC NC

Lorain Bilingual Preparatory Academy INDIAN NC NC NC NC NC NC

Lorain Bilingual Preparatory Academy HISPANIC NC NC NC NC NC NC

Lorain Bilingual Preparatory Academy BLACK NC NC NC NC NC NC

Lorain Bilingual Preparatory Academy ASIAN NC NC NC NC NC NC

Lorain Preparatory Academy MULTIRACIAL NC NC NC NC NC NC

Lorain Preparatory Academy WHITE 71.4 64.3 71.4 85.7 75.0 55.0

Lorain Preparatory Academy INDIAN NC NC NC NC NC NC

Lorain Preparatory Academy HISPANIC 50.0 26.9 57.9 57.9 57.9 26.3

Lorain Preparatory Academy BLACK 44.8 34.5 23.1 61.5 45.0 38.1

Lorain Preparatory Academy ASIAN NC NC NC NC NC NC

Monroe Preparatory Academy MULTIRACIAL NC NC NC NC NC NC

Monroe Preparatory Academy WHITE NC NC 30.0 40.0 38.5 38.5

Monroe Preparatory Academy INDIAN NC NC NC NC NC NC

Monroe Preparatory Academy HISPANIC NC NC NC NC NC NC

Monroe Preparatory Academy BLACK 42.9 14.3 16.7 8.3 40.0 10.0

Monroe Preparatory Academy ASIAN NC NC NC NC NC NC

Montgomery Preparatory Academy WHITE NC NC NC NC NC NC

Montgomery Preparatory Academy MULTIRACIAL NC NC NC NC NC NC

Montgomery Preparatory Academy INDIAN NC NC NC NC NC NC

Montgomery Preparatory Academy HISPANIC NC NC NC NC NC NC

Montgomery Preparatory Academy BLACK 16.7 16.7 13.3 20.0 21.1 5.3

Montgomery Preparatory Academy ASIAN NC NC NC NC NC NC

Mount Auburn Preparatory Academy WHITE NC NC NC NC NC NC

Mount Auburn Preparatory Academy MULTIRACIAL NC NC NC NC NC NC

Mount Auburn Preparatory Academy INDIAN NC NC NC NC NC NC

Mount Auburn Preparatory Academy HISPANIC NC NC NC NC NC NC
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Mount Auburn Preparatory Academy BLACK 21.7 8.7 11.8 11.8 29.6 40.7

Mount Auburn Preparatory Academy ASIAN NC NC NC NC NC NC

Northeast Ohio College Preparatory School WHITE NC NC NC NC NC NC

Northeast Ohio College Preparatory School MULTIRACIAL NC NC NC NC NC NC

Northeast Ohio College Preparatory School INDIAN NC NC NC NC NC NC

Northeast Ohio College Preparatory School HISPANIC NC NC NC NC NC NC

Northeast Ohio College Preparatory School BLACK 58.8 37.5 35.7 28.6 NC NC

Northeast Ohio College Preparatory School ASIAN NC NC NC NC NC NC

Ohio College Preparatory School MULTIRACIAL NC NC NC NC NC NC

Ohio College Preparatory School WHITE NC NC NC NC NC NC

Ohio College Preparatory School INDIAN NC NC NC NC NC NC

Ohio College Preparatory School HISPANIC NC NC NC NC NC NC

Ohio College Preparatory School BLACK 74.4 58.3 40.7 58.6 21.4 17.9

Ohio College Preparatory School ASIAN NC NC NC NC NC NC

Riverside Academy WHITE NC NC NC NC NC NC

Riverside Academy MULTIRACIAL NC NC NC NC NC NC

Riverside Academy INDIAN NC NC NC NC NC NC

Riverside Academy HISPANIC NC NC NC NC NC NC

Riverside Academy BLACK 18.2 20.0 NC NC NC NC

Riverside Academy ASIAN NC NC NC NC NC NC

South Columbus Preparatory Academy WHITE NC NC NC NC NC NC

South Columbus Preparatory Academy MULTIRACIAL NC NC NC NC NC NC

South Columbus Preparatory Academy INDIAN NC NC NC NC NC NC

South Columbus Preparatory Academy HISPANIC NC NC NC NC NC NC

South Columbus Preparatory Academy BLACK 60.0 60.0 NC NC 90.0 20.0

South Columbus Preparatory Academy ASIAN NC NC NC NC NC NC

STEAM Academy of Warren MULTIRACIAL NC NC NC NC NC NC

STEAM Academy of Warren WHITE 38.9 33.3 NC NC NC NC

STEAM Academy of Warren INDIAN NC NC NC NC NC NC

STEAM Academy of Warren HISPANIC NC NC NC NC NC NC

STEAM Academy of Warren BLACK 23.1 23.1 NC NC 33.3 25.0

STEAM Academy of Warren ASIAN NC NC NC NC NC NC

STEAM Academy of Warrensville Heights MULTIRACIAL NC NC NC NC NC NC

STEAM Academy of Warrensville Heights WHITE NC NC NC NC NC NC

STEAM Academy of Warrensville Heights INDIAN NC NC NC NC NC NC

STEAM Academy of Warrensville Heights HISPANIC NC NC NC NC NC NC

STEAM Academy of Warrensville Heights BLACK 40.0 41.7 31.3 37.5 31.6 5.3
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STEAM Academy of Warrensville Heights ASIAN NC NC NC NC NC NC

University of Cleveland Preparatory School MULTIRACIAL NC NC NC NC NC NC

University of Cleveland Preparatory School WHITE NC NC NC NC NC NC

University of Cleveland Preparatory School INDIAN NC NC NC NC NC NC

University of Cleveland Preparatory School HISPANIC NC NC NC NC NC NC

University of Cleveland Preparatory School BLACK 23.7 13.5 19.4 26.7 47.4 26.3

University of Cleveland Preparatory School ASIAN NC NC NC NC NC NC

West Park Academy MULTIRACIAL NC NC NC NC NC NC

West Park Academy WHITE NC NC NC NC NC NC

West Park Academy INDIAN NC NC NC NC NC NC

West Park Academy HISPANIC NC NC 30.0 10.0 NC NC

West Park Academy BLACK NC NC NC NC NC NC

West Park Academy ASIAN NC NC NC NC NC NC

Youngstown Academy of Excellence MULTIRACIAL NC NC NC NC NC NC

Youngstown Academy of Excellence WHITE NC NC NC NC NC NC

Youngstown Academy of Excellence INDIAN NC NC NC NC NC NC

Youngstown Academy of Excellence HISPANIC NC NC NC NC NC NC

Youngstown Academy of Excellence BLACK NC NC NC NC NC NC

Youngstown Academy of Excellence ASIAN NC NC NC NC NC NC

Attachment 23: Academic Performance Page 437



Building Name Student Group

Science 5th 

Grade 2018-2019 

Percent 

Proficient or 

above

English 

Language Arts 

6th Grade 2018-

2019 Percent 

Proficient or 

above

Math 6th Grade 

2018-2019 

Percent 

Proficient or 

above

English 

Language Arts 

7th Grade 2018-

2019 Percent 

Proficient or 

above

Math 7th Grade 

2018-2019 

Percent 

Proficient or 

above

English 

Language Arts 

8th Grade 2018-

2019 Percent 

Proficient or 

above

Akron Preparatory School MULTIRACIAL NC NC NC NC NC NC

Akron Preparatory School WHITE NC NC NC NC NC NC

Akron Preparatory School INDIAN NC NC NC NC NC NC

Akron Preparatory School HISPANIC NC NC NC NC NC NC

Akron Preparatory School BLACK 15.8 25.0 25.0 33.3 28.6 29.4

Akron Preparatory School ASIAN NC NC NC NC NC NC

Alternative Education Academy WHITE 30.8 28.0 7.3 43.8 17.9 25.0

Alternative Education Academy MULTIRACIAL NC NC NC 33.3 <5.0 <5.0

Alternative Education Academy INDIAN NC NC NC NC NC NC

Alternative Education Academy HISPANIC NC 31.6 5.3 26.7 6.7 NC

Alternative Education Academy BLACK 11.8 21.4 7.1 29.2 13.0 26.7

Alternative Education Academy ASIAN NC NC NC NC NC NC

Broadway Academy MULTIRACIAL NC NC NC NC NC NC

Broadway Academy WHITE NC NC NC NC NC NC

Broadway Academy INDIAN NC NC NC NC NC NC

Broadway Academy HISPANIC NC NC NC NC NC NC

Broadway Academy BLACK 78.6 NC NC NC NC NC

Broadway Academy ASIAN NC NC NC NC NC NC

Canton College Preparatory School MULTIRACIAL NC NC NC NC NC NC

Canton College Preparatory School WHITE NC NC NC NC NC NC

Canton College Preparatory School INDIAN NC NC NC NC NC NC

Canton College Preparatory School HISPANIC NC NC NC NC NC NC

Canton College Preparatory School BLACK 8.7 31.3 6.3 21.4 <5.0 NC

Canton College Preparatory School ASIAN NC NC NC NC NC NC

Cleveland Arts and Social Sciences Academy MULTIRACIAL NC NC NC NC NC NC

Cleveland Arts and Social Sciences Academy WHITE NC NC NC NC NC NC

Cleveland Arts and Social Sciences Academy INDIAN NC NC NC NC NC NC

Cleveland Arts and Social Sciences Academy HISPANIC NC NC NC NC NC NC

Cleveland Arts and Social Sciences Academy BLACK 14.8 29.2 16.7 13.8 <5.0 40.0

Cleveland Arts and Social Sciences Academy ASIAN NC NC NC NC NC NC

Cleveland College Preparatory School MULTIRACIAL NC NC NC NC NC NC

Cleveland College Preparatory School WHITE NC NC NC NC NC NC

Cleveland College Preparatory School INDIAN NC NC NC NC NC NC

Cleveland College Preparatory School HISPANIC NC NC NC NC NC NC

Cleveland College Preparatory School BLACK 14.3 28.6 48.1 58.3 34.8 58.6

Cleveland College Preparatory School ASIAN NC NC NC NC NC NC

Cleveland Preparatory Academy MULTIRACIAL NC NC NC NC NC NC
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Cleveland Preparatory Academy WHITE NC NC NC NC NC NC

Cleveland Preparatory Academy INDIAN NC NC NC NC NC NC

Cleveland Preparatory Academy HISPANIC NC NC NC NC NC NC

Cleveland Preparatory Academy BLACK NC NC NC NC NC NC

Cleveland Preparatory Academy ASIAN NC NC NC NC NC NC

Columbus Arts & Technology Academy WHITE NC NC NC NC NC NC

Columbus Arts & Technology Academy MULTIRACIAL NC NC NC NC NC NC

Columbus Arts & Technology Academy INDIAN NC NC NC NC NC NC

Columbus Arts & Technology Academy HISPANIC NC NC NC NC NC NC

Columbus Arts & Technology Academy BLACK 41.4 40.0 35.6 73.7 31.6 36.1

Columbus Arts & Technology Academy ASIAN NC NC NC NC NC NC

Columbus Bilingual Academy-North MULTIRACIAL NC NC NC NC NC NC

Columbus Bilingual Academy-North WHITE 25.0 50.0 13.6 NC NC NC

Columbus Bilingual Academy-North INDIAN NC NC NC NC NC NC

Columbus Bilingual Academy-North HISPANIC 20.0 NC NC NC NC NC

Columbus Bilingual Academy-North BLACK NC NC NC NC NC NC

Columbus Bilingual Academy-North ASIAN NC NC NC NC NC NC

Columbus Humanities, Arts and Technology Academy WHITE NC NC NC NC NC NC

Columbus Humanities, Arts and Technology Academy MULTIRACIAL NC NC NC NC NC NC

Columbus Humanities, Arts and Technology Academy INDIAN NC NC NC NC NC NC

Columbus Humanities, Arts and Technology Academy HISPANIC NC NC NC NC NC NC

Columbus Humanities, Arts and Technology Academy BLACK 25.6 22.6 19.4 88.6 45.7 34.8

Columbus Humanities, Arts and Technology Academy ASIAN NC 50.0 71.4 NC NC 18.2

Cornerstone Academy Community School WHITE 76.2 NC NC NC NC NC

Cornerstone Academy Community School MULTIRACIAL NC NC NC NC NC NC

Cornerstone Academy Community School INDIAN NC NC NC NC NC NC

Cornerstone Academy Community School HISPANIC 70.0 NC NC NC NC NC

Cornerstone Academy Community School BLACK 69.2 54.3 78.3 68.6 57.1 40.0

Cornerstone Academy Community School ASIAN NC NC NC NC NC NC

East Academy WHITE NC NC NC NC NC NC

East Academy MULTIRACIAL NC NC NC NC NC NC

East Academy INDIAN NC NC NC NC NC NC

East Academy HISPANIC NC NC NC NC NC NC

East Academy BLACK 7.7 20.0 <5.0 40.0 12.0 43.5

East Academy ASIAN NC NC NC NC NC NC

Wright Preparatory Academy WHITE NC NC NC NC NC NC

Wright Preparatory Academy MULTIRACIAL NC NC NC NC NC NC
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Wright Preparatory Academy INDIAN NC NC NC NC NC NC

Wright Preparatory Academy HISPANIC NC NC NC NC NC NC

Wright Preparatory Academy BLACK NC NC NC NC NC NC

Wright Preparatory Academy ASIAN NC NC NC NC NC NC

Eastland Preparatory Academy MULTIRACIAL NC NC NC NC NC NC

Eastland Preparatory Academy WHITE 20.0 NC NC 26.7 20.0 NC

Eastland Preparatory Academy INDIAN NC NC NC NC NC NC

Eastland Preparatory Academy HISPANIC NC NC NC NC NC NC

Eastland Preparatory Academy BLACK NC 19.0 19.0 40.0 10.0 26.7

Eastland Preparatory Academy ASIAN NC NC NC NC NC NC

Euclid Preparatory School WHITE NC NC NC NC NC NC

Euclid Preparatory School MULTIRACIAL NC NC NC NC NC NC

Euclid Preparatory School INDIAN NC NC NC NC NC NC

Euclid Preparatory School HISPANIC NC NC NC NC NC NC

Euclid Preparatory School BLACK 11.5 17.4 21.7 50.0 13.6 20.0

Euclid Preparatory School ASIAN NC NC NC NC NC NC

Foundation Academy MULTIRACIAL NC NC NC NC NC NC

Foundation Academy WHITE 66.7 20.0 30.0 57.1 50.0 NC

Foundation Academy INDIAN NC NC NC NC NC NC

Foundation Academy HISPANIC NC NC NC NC NC NC

Foundation Academy BLACK 44.4 17.6 70.6 9.1 <5.0 <5.0

Foundation Academy ASIAN NC NC NC NC NC NC

Hope Academy Northcoast WHITE NC <5.0 10.0 NC NC NC

Hope Academy Northcoast MULTIRACIAL NC NC NC NC NC NC

Hope Academy Northcoast INDIAN NC NC NC NC NC NC

Hope Academy Northcoast HISPANIC NC NC NC NC NC NC

Hope Academy Northcoast BLACK 13.3 <5.0 <5.0 28.6 19.0 15.0

Hope Academy Northcoast ASIAN NC NC NC NC NC NC

Hope Academy Northwest Campus WHITE 50.0 NC NC NC NC NC

Hope Academy Northwest Campus MULTIRACIAL NC NC NC NC NC NC

Hope Academy Northwest Campus INDIAN NC NC NC NC NC NC

Hope Academy Northwest Campus HISPANIC NC NC NC NC NC NC

Hope Academy Northwest Campus BLACK 50.0 41.7 58.3 75.0 50.0 40.0

Hope Academy Northwest Campus ASIAN NC NC NC NC NC NC

Lake Erie College Preparatory School MULTIRACIAL NC NC NC NC NC NC

Lake Erie College Preparatory School WHITE NC NC NC NC NC NC

Lake Erie College Preparatory School INDIAN NC NC NC NC NC NC
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Lake Erie College Preparatory School HISPANIC NC NC NC NC NC NC

Lake Erie College Preparatory School BLACK <5.0 11.5 11.5 13.3 6.7 28.6

Lake Erie College Preparatory School ASIAN NC NC NC NC NC NC

Lincoln Park Academy MULTIRACIAL NC NC NC NC NC NC

Lincoln Park Academy WHITE NC NC NC 40.0 30.0 NC

Lincoln Park Academy INDIAN NC NC NC NC NC NC

Lincoln Park Academy HISPANIC 21.4 22.2 16.7 46.7 20.0 25.0

Lincoln Park Academy BLACK NC 16.7 5.6 20.0 10.0 <5.0

Lincoln Park Academy ASIAN NC NC NC NC NC NC

Lorain Bilingual Preparatory Academy WHITE NC NC NC NC NC NC

Lorain Bilingual Preparatory Academy MULTIRACIAL NC NC NC NC NC NC

Lorain Bilingual Preparatory Academy INDIAN NC NC NC NC NC NC

Lorain Bilingual Preparatory Academy HISPANIC NC NC NC NC NC NC

Lorain Bilingual Preparatory Academy BLACK NC NC NC NC NC NC

Lorain Bilingual Preparatory Academy ASIAN NC NC NC NC NC NC

Lorain Preparatory Academy MULTIRACIAL NC 18.2 9.1 NC NC NC

Lorain Preparatory Academy WHITE 50.0 21.4 28.6 50.0 41.7 50.0

Lorain Preparatory Academy INDIAN NC NC NC NC NC NC

Lorain Preparatory Academy HISPANIC 10.5 13.3 13.3 60.0 50.0 NC

Lorain Preparatory Academy BLACK 23.8 25.0 30.0 23.1 23.1 9.1

Lorain Preparatory Academy ASIAN NC NC NC NC NC NC

Monroe Preparatory Academy MULTIRACIAL NC NC NC NC NC NC

Monroe Preparatory Academy WHITE 61.5 NC NC NC NC NC

Monroe Preparatory Academy INDIAN NC NC NC NC NC NC

Monroe Preparatory Academy HISPANIC NC NC NC NC NC NC

Monroe Preparatory Academy BLACK 10.0 NC NC NC NC NC

Monroe Preparatory Academy ASIAN NC NC NC NC NC NC

Montgomery Preparatory Academy WHITE NC NC NC NC NC NC

Montgomery Preparatory Academy MULTIRACIAL NC NC NC NC NC NC

Montgomery Preparatory Academy INDIAN NC NC NC NC NC NC

Montgomery Preparatory Academy HISPANIC NC NC NC NC NC NC

Montgomery Preparatory Academy BLACK 5.3 6.7 <5.0 20.0 20.0 13.3

Montgomery Preparatory Academy ASIAN NC NC NC NC NC NC

Mount Auburn Preparatory Academy WHITE NC NC NC NC NC NC

Mount Auburn Preparatory Academy MULTIRACIAL NC NC NC NC NC NC

Mount Auburn Preparatory Academy INDIAN NC NC NC NC NC NC

Mount Auburn Preparatory Academy HISPANIC NC NC NC NC NC NC
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Mount Auburn Preparatory Academy BLACK 29.6 14.3 14.3 43.5 16.7 26.3

Mount Auburn Preparatory Academy ASIAN NC NC NC NC NC NC

Northeast Ohio College Preparatory School WHITE NC NC NC NC NC NC

Northeast Ohio College Preparatory School MULTIRACIAL NC NC NC NC NC NC

Northeast Ohio College Preparatory School INDIAN NC NC NC NC NC NC

Northeast Ohio College Preparatory School HISPANIC NC NC NC NC NC NC

Northeast Ohio College Preparatory School BLACK NC 25.0 8.3 17.6 11.8 37.0

Northeast Ohio College Preparatory School ASIAN NC NC NC NC NC NC

Ohio College Preparatory School MULTIRACIAL NC NC NC NC NC NC

Ohio College Preparatory School WHITE NC NC NC NC NC NC

Ohio College Preparatory School INDIAN NC NC NC NC NC NC

Ohio College Preparatory School HISPANIC NC NC NC NC NC NC

Ohio College Preparatory School BLACK 17.9 26.7 41.4 22.7 36.4 18.2

Ohio College Preparatory School ASIAN NC NC NC NC NC NC

Riverside Academy WHITE NC NC NC NC NC NC

Riverside Academy MULTIRACIAL NC NC NC NC NC NC

Riverside Academy INDIAN NC NC NC NC NC NC

Riverside Academy HISPANIC NC NC NC NC NC NC

Riverside Academy BLACK NC 7.7 7.7 50.0 15.4 NC

Riverside Academy ASIAN NC NC NC NC NC NC

South Columbus Preparatory Academy WHITE NC NC NC NC NC NC

South Columbus Preparatory Academy MULTIRACIAL NC NC NC NC NC NC

South Columbus Preparatory Academy INDIAN NC NC NC NC NC NC

South Columbus Preparatory Academy HISPANIC NC NC NC NC NC NC

South Columbus Preparatory Academy BLACK 60.0 NC NC NC NC NC

South Columbus Preparatory Academy ASIAN NC NC NC NC NC NC

STEAM Academy of Warren MULTIRACIAL NC NC NC NC NC NC

STEAM Academy of Warren WHITE NC NC NC NC NC NC

STEAM Academy of Warren INDIAN NC NC NC NC NC NC

STEAM Academy of Warren HISPANIC NC NC NC NC NC NC

STEAM Academy of Warren BLACK 16.7 30.0 40.0 NC NC NC

STEAM Academy of Warren ASIAN NC NC NC NC NC NC

STEAM Academy of Warrensville Heights MULTIRACIAL NC NC NC NC NC NC

STEAM Academy of Warrensville Heights WHITE NC NC NC NC NC NC

STEAM Academy of Warrensville Heights INDIAN NC NC NC NC NC NC

STEAM Academy of Warrensville Heights HISPANIC NC NC NC NC NC NC

STEAM Academy of Warrensville Heights BLACK 10.5 50.0 22.2 38.5 7.7 NC
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STEAM Academy of Warrensville Heights ASIAN NC NC NC NC NC NC

University of Cleveland Preparatory School MULTIRACIAL NC NC NC NC NC NC

University of Cleveland Preparatory School WHITE NC NC NC NC NC NC

University of Cleveland Preparatory School INDIAN NC NC NC NC NC NC

University of Cleveland Preparatory School HISPANIC NC NC NC NC NC NC

University of Cleveland Preparatory School BLACK 10.5 25.0 25.0 52.2 30.4 35.0

University of Cleveland Preparatory School ASIAN NC NC NC NC NC NC

West Park Academy MULTIRACIAL NC NC NC NC NC NC

West Park Academy WHITE NC 23.1 23.1 36.4 27.3 NC

West Park Academy INDIAN NC NC NC NC NC NC

West Park Academy HISPANIC NC NC NC 50.0 33.3 NC

West Park Academy BLACK NC NC NC NC NC NC

West Park Academy ASIAN NC NC NC NC NC NC

Youngstown Academy of Excellence MULTIRACIAL NC NC NC NC NC NC

Youngstown Academy of Excellence WHITE NC NC NC NC NC NC

Youngstown Academy of Excellence INDIAN NC NC NC NC NC NC

Youngstown Academy of Excellence HISPANIC NC NC NC NC NC NC

Youngstown Academy of Excellence BLACK NC NC NC NC NC NC

Youngstown Academy of Excellence ASIAN NC NC NC NC NC NC
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Akron Preparatory School MULTIRACIAL NC NC NC NC NC NC NC

Akron Preparatory School WHITE NC NC NC NC NC NC NC

Akron Preparatory School INDIAN NC NC NC NC NC NC NC

Akron Preparatory School HISPANIC NC NC NC NC NC NC NC

Akron Preparatory School BLACK 17.6 5.9 NC NC NC NC NC

Akron Preparatory School ASIAN NC NC NC NC NC NC NC

Alternative Education Academy WHITE 16.7 36.0 64.0 60.0 NC 44.4 41.0

Alternative Education Academy MULTIRACIAL 10.0 10.0 90.0 NC NC 27.3 NC

Alternative Education Academy INDIAN NC NC NC NC NC NC NC

Alternative Education Academy HISPANIC NC NC 56.3 64.7 NC NC 50.0

Alternative Education Academy BLACK 20.0 33.3 41.0 41.9 NC 27.5 29.0

Alternative Education Academy ASIAN NC NC NC NC NC NC NC

Broadway Academy MULTIRACIAL NC NC NC NC NC NC NC

Broadway Academy WHITE NC NC NC NC NC NC NC

Broadway Academy INDIAN NC NC NC NC NC NC NC

Broadway Academy HISPANIC NC NC NC NC NC NC NC

Broadway Academy BLACK NC NC NC NC NC NC NC

Broadway Academy ASIAN NC NC NC NC NC NC NC

Canton College Preparatory School MULTIRACIAL NC NC NC NC NC NC NC

Canton College Preparatory School WHITE NC NC NC NC NC NC NC

Canton College Preparatory School INDIAN NC NC NC NC NC NC NC

Canton College Preparatory School HISPANIC NC NC NC NC NC NC NC

Canton College Preparatory School BLACK NC NC NC NC NC NC NC

Canton College Preparatory School ASIAN NC NC NC NC NC NC NC

Cleveland Arts and Social Sciences Academy MULTIRACIAL NC NC NC NC NC NC NC

Cleveland Arts and Social Sciences Academy WHITE NC NC NC NC NC NC NC

Cleveland Arts and Social Sciences Academy INDIAN NC NC NC NC NC NC NC

Cleveland Arts and Social Sciences Academy HISPANIC NC NC NC NC NC NC NC

Cleveland Arts and Social Sciences Academy BLACK 12.0 16.0 NC NC NC NC NC

Cleveland Arts and Social Sciences Academy ASIAN NC NC NC NC NC NC NC

Cleveland College Preparatory School MULTIRACIAL NC NC NC NC NC NC NC

Cleveland College Preparatory School WHITE NC NC NC NC NC NC NC

Cleveland College Preparatory School INDIAN NC NC NC NC NC NC NC

Cleveland College Preparatory School HISPANIC NC NC NC NC NC NC NC

Cleveland College Preparatory School BLACK 51.7 31.0 NC NC NC NC NC

Cleveland College Preparatory School ASIAN NC NC NC NC NC NC NC

Cleveland Preparatory Academy MULTIRACIAL NC NC NC NC NC NC NC
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Cleveland Preparatory Academy WHITE NC NC NC NC NC NC NC

Cleveland Preparatory Academy INDIAN NC NC NC NC NC NC NC

Cleveland Preparatory Academy HISPANIC NC NC NC NC NC NC NC

Cleveland Preparatory Academy BLACK NC NC NC NC NC NC NC

Cleveland Preparatory Academy ASIAN NC NC NC NC NC NC NC

Columbus Arts & Technology Academy WHITE NC NC NC NC NC NC NC

Columbus Arts & Technology Academy MULTIRACIAL NC NC NC NC NC NC NC

Columbus Arts & Technology Academy INDIAN NC NC NC NC NC NC NC

Columbus Arts & Technology Academy HISPANIC NC NC NC NC NC NC NC

Columbus Arts & Technology Academy BLACK 41.2 45.7 83.3 NC NC 40.0 76.9

Columbus Arts & Technology Academy ASIAN NC NC NC NC NC NC NC

Columbus Bilingual Academy-North MULTIRACIAL NC NC NC NC NC NC NC

Columbus Bilingual Academy-North WHITE NC NC NC NC NC NC NC

Columbus Bilingual Academy-North INDIAN NC NC NC NC NC NC NC

Columbus Bilingual Academy-North HISPANIC NC NC NC NC NC NC NC

Columbus Bilingual Academy-North BLACK NC NC NC NC NC NC NC

Columbus Bilingual Academy-North ASIAN NC NC NC NC NC NC NC

Columbus Humanities, Arts and Technology Academy WHITE NC NC NC NC NC NC NC

Columbus Humanities, Arts and Technology Academy MULTIRACIAL NC NC NC NC NC NC NC

Columbus Humanities, Arts and Technology Academy INDIAN NC NC NC NC NC NC NC

Columbus Humanities, Arts and Technology Academy HISPANIC NC NC NC NC NC NC NC

Columbus Humanities, Arts and Technology Academy BLACK 69.6 60.9 NC NC NC NC NC

Columbus Humanities, Arts and Technology Academy ASIAN 81.8 45.5 NC NC NC NC NC

Cornerstone Academy Community School WHITE NC NC NC NC NC NC NC

Cornerstone Academy Community School MULTIRACIAL NC NC NC NC NC NC NC

Cornerstone Academy Community School INDIAN NC NC NC NC NC NC NC

Cornerstone Academy Community School HISPANIC NC NC NC NC NC NC NC

Cornerstone Academy Community School BLACK 80.0 55.0 NC NC NC NC NC

Cornerstone Academy Community School ASIAN NC NC NC NC NC NC NC

East Academy WHITE NC NC NC NC NC NC NC

East Academy MULTIRACIAL NC NC NC NC NC NC NC

East Academy INDIAN NC NC NC NC NC NC NC

East Academy HISPANIC NC NC NC NC NC NC NC

East Academy BLACK <5.0 <5.0 NC NC NC NC NC

East Academy ASIAN NC NC NC NC NC NC NC

Wright Preparatory Academy WHITE NC NC NC NC NC NC NC

Wright Preparatory Academy MULTIRACIAL NC NC NC NC NC NC NC
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Wright Preparatory Academy INDIAN NC NC NC NC NC NC NC

Wright Preparatory Academy HISPANIC NC NC NC NC NC NC NC

Wright Preparatory Academy BLACK NC NC NC NC NC NC NC

Wright Preparatory Academy ASIAN NC NC NC NC NC NC NC

Eastland Preparatory Academy MULTIRACIAL NC NC NC NC NC NC NC

Eastland Preparatory Academy WHITE NC NC NC NC NC NC NC

Eastland Preparatory Academy INDIAN NC NC NC NC NC NC NC

Eastland Preparatory Academy HISPANIC NC NC NC NC NC NC NC

Eastland Preparatory Academy BLACK 20.0 26.7 NC NC NC NC NC

Eastland Preparatory Academy ASIAN NC NC NC NC NC NC NC

Euclid Preparatory School WHITE NC NC NC NC NC NC NC

Euclid Preparatory School MULTIRACIAL NC NC NC NC NC NC NC

Euclid Preparatory School INDIAN NC NC NC NC NC NC NC

Euclid Preparatory School HISPANIC NC NC NC NC NC NC NC

Euclid Preparatory School BLACK <5.0 5.0 NC NC NC NC NC

Euclid Preparatory School ASIAN NC NC NC NC NC NC NC

Foundation Academy MULTIRACIAL NC NC NC NC NC NC NC

Foundation Academy WHITE NC NC NC NC NC NC NC

Foundation Academy INDIAN NC NC NC NC NC NC NC

Foundation Academy HISPANIC NC NC NC NC NC NC NC

Foundation Academy BLACK 33.3 41.7 NC NC NC NC NC

Foundation Academy ASIAN NC NC NC NC NC NC NC

Hope Academy Northcoast WHITE NC NC NC NC NC NC NC

Hope Academy Northcoast MULTIRACIAL NC NC NC NC NC NC NC

Hope Academy Northcoast INDIAN NC NC NC NC NC NC NC

Hope Academy Northcoast HISPANIC NC NC NC NC NC NC NC

Hope Academy Northcoast BLACK 5.0 10.0 NC NC NC NC NC

Hope Academy Northcoast ASIAN NC NC NC NC NC NC NC

Hope Academy Northwest Campus WHITE NC NC NC NC NC NC NC

Hope Academy Northwest Campus MULTIRACIAL NC NC NC NC NC NC NC

Hope Academy Northwest Campus INDIAN NC NC NC NC NC NC NC

Hope Academy Northwest Campus HISPANIC NC NC NC NC NC NC NC

Hope Academy Northwest Campus BLACK 30.0 40.0 NC NC NC NC NC

Hope Academy Northwest Campus ASIAN NC NC NC NC NC NC NC

Lake Erie College Preparatory School MULTIRACIAL NC NC NC NC NC NC NC

Lake Erie College Preparatory School WHITE NC NC NC NC NC NC NC

Lake Erie College Preparatory School INDIAN NC NC NC NC NC NC NC
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Lake Erie College Preparatory School HISPANIC NC NC NC NC NC NC NC

Lake Erie College Preparatory School BLACK 28.6 14.3 NC NC NC NC NC

Lake Erie College Preparatory School ASIAN NC NC NC NC NC NC NC

Lincoln Park Academy MULTIRACIAL NC NC NC NC NC NC NC

Lincoln Park Academy WHITE NC NC NC NC NC NC NC

Lincoln Park Academy INDIAN NC NC NC NC NC NC NC

Lincoln Park Academy HISPANIC 31.3 31.3 NC NC NC NC NC

Lincoln Park Academy BLACK <5.0 <5.0 NC NC NC NC NC

Lincoln Park Academy ASIAN NC NC NC NC NC NC NC

Lorain Bilingual Preparatory Academy WHITE NC NC NC NC NC NC NC

Lorain Bilingual Preparatory Academy MULTIRACIAL NC NC NC NC NC NC NC

Lorain Bilingual Preparatory Academy INDIAN NC NC NC NC NC NC NC

Lorain Bilingual Preparatory Academy HISPANIC NC NC NC NC NC NC NC

Lorain Bilingual Preparatory Academy BLACK NC NC NC NC NC NC NC

Lorain Bilingual Preparatory Academy ASIAN NC NC NC NC NC NC NC

Lorain Preparatory Academy MULTIRACIAL NC NC NC NC NC NC NC

Lorain Preparatory Academy WHITE 70.0 50.0 NC NC NC NC NC

Lorain Preparatory Academy INDIAN NC NC NC NC NC NC NC

Lorain Preparatory Academy HISPANIC NC NC NC NC NC NC NC

Lorain Preparatory Academy BLACK <5.0 <5.0 NC NC NC NC NC

Lorain Preparatory Academy ASIAN NC NC NC NC NC NC NC

Monroe Preparatory Academy MULTIRACIAL NC NC NC NC NC NC NC

Monroe Preparatory Academy WHITE NC NC NC NC NC NC NC

Monroe Preparatory Academy INDIAN NC NC NC NC NC NC NC

Monroe Preparatory Academy HISPANIC NC NC NC NC NC NC NC

Monroe Preparatory Academy BLACK NC NC NC NC NC NC NC

Monroe Preparatory Academy ASIAN NC NC NC NC NC NC NC

Montgomery Preparatory Academy WHITE NC NC NC NC NC NC NC

Montgomery Preparatory Academy MULTIRACIAL NC NC NC NC NC NC NC

Montgomery Preparatory Academy INDIAN NC NC NC NC NC NC NC

Montgomery Preparatory Academy HISPANIC NC NC NC NC NC NC NC

Montgomery Preparatory Academy BLACK 13.3 13.3 NC NC NC NC NC

Montgomery Preparatory Academy ASIAN NC NC NC NC NC NC NC

Mount Auburn Preparatory Academy WHITE NC NC NC NC NC NC NC

Mount Auburn Preparatory Academy MULTIRACIAL NC NC NC NC NC NC NC

Mount Auburn Preparatory Academy INDIAN NC NC NC NC NC NC NC

Mount Auburn Preparatory Academy HISPANIC NC NC NC NC NC NC NC
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Mount Auburn Preparatory Academy BLACK 15.8 5.3 29.2 NC 12.5 16.0 20.0

Mount Auburn Preparatory Academy ASIAN NC NC NC NC NC NC NC

Northeast Ohio College Preparatory School WHITE NC NC NC NC NC NC NC

Northeast Ohio College Preparatory School MULTIRACIAL NC NC NC NC NC NC NC

Northeast Ohio College Preparatory School INDIAN NC NC NC NC NC NC NC

Northeast Ohio College Preparatory School HISPANIC NC NC NC NC NC NC NC

Northeast Ohio College Preparatory School BLACK 7.4 33.3 54.3 76.2 NC 40.5 47.5

Northeast Ohio College Preparatory School ASIAN NC NC NC NC NC NC NC

Ohio College Preparatory School MULTIRACIAL NC NC NC NC NC NC NC

Ohio College Preparatory School WHITE NC NC NC NC NC NC NC

Ohio College Preparatory School INDIAN NC NC NC NC NC NC NC

Ohio College Preparatory School HISPANIC NC NC NC NC NC NC NC

Ohio College Preparatory School BLACK 27.3 21.2 NC NC NC NC NC

Ohio College Preparatory School ASIAN NC NC NC NC NC NC NC

Riverside Academy WHITE NC NC NC NC NC NC NC

Riverside Academy MULTIRACIAL NC NC NC NC NC NC NC

Riverside Academy INDIAN NC NC NC NC NC NC NC

Riverside Academy HISPANIC NC NC NC NC NC NC NC

Riverside Academy BLACK NC NC NC NC NC NC NC

Riverside Academy ASIAN NC NC NC NC NC NC NC

South Columbus Preparatory Academy WHITE NC NC NC NC NC NC NC

South Columbus Preparatory Academy MULTIRACIAL NC NC NC NC NC NC NC

South Columbus Preparatory Academy INDIAN NC NC NC NC NC NC NC

South Columbus Preparatory Academy HISPANIC NC NC NC NC NC NC NC

South Columbus Preparatory Academy BLACK NC NC NC NC NC NC NC

South Columbus Preparatory Academy ASIAN NC NC NC NC NC NC NC

STEAM Academy of Warren MULTIRACIAL NC NC NC NC NC NC NC

STEAM Academy of Warren WHITE NC NC NC NC NC NC NC

STEAM Academy of Warren INDIAN NC NC NC NC NC NC NC

STEAM Academy of Warren HISPANIC NC NC NC NC NC NC NC

STEAM Academy of Warren BLACK NC NC NC NC NC NC NC

STEAM Academy of Warren ASIAN NC NC NC NC NC NC NC

STEAM Academy of Warrensville Heights MULTIRACIAL NC NC NC NC NC NC NC

STEAM Academy of Warrensville Heights WHITE NC NC NC NC NC NC NC

STEAM Academy of Warrensville Heights INDIAN NC NC NC NC NC NC NC

STEAM Academy of Warrensville Heights HISPANIC NC NC NC NC NC NC NC

STEAM Academy of Warrensville Heights BLACK NC NC NC NC NC NC NC
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STEAM Academy of Warrensville Heights ASIAN NC NC NC NC NC NC NC

University of Cleveland Preparatory School MULTIRACIAL NC NC NC NC NC NC NC

University of Cleveland Preparatory School WHITE NC NC NC NC NC NC NC

University of Cleveland Preparatory School INDIAN NC NC NC NC NC NC NC

University of Cleveland Preparatory School HISPANIC NC NC NC NC NC NC NC

University of Cleveland Preparatory School BLACK 25.0 35.0 NC NC NC NC NC

University of Cleveland Preparatory School ASIAN NC NC NC NC NC NC NC

West Park Academy MULTIRACIAL NC NC NC NC NC NC NC

West Park Academy WHITE NC NC NC NC NC NC NC

West Park Academy INDIAN NC NC NC NC NC NC NC

West Park Academy HISPANIC NC NC NC NC NC NC NC

West Park Academy BLACK NC NC NC NC NC NC NC

West Park Academy ASIAN NC NC NC NC NC NC NC

Youngstown Academy of Excellence MULTIRACIAL NC NC NC NC NC NC NC

Youngstown Academy of Excellence WHITE NC NC NC NC NC NC NC

Youngstown Academy of Excellence INDIAN NC NC NC NC NC NC NC

Youngstown Academy of Excellence HISPANIC NC NC NC NC NC NC NC

Youngstown Academy of Excellence BLACK NC NC NC NC NC NC NC

Youngstown Academy of Excellence ASIAN NC NC NC NC NC NC NC
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Akron Preparatory School MULTIRACIAL NC NC NC NC NC NC

Akron Preparatory School WHITE NC NC NC NC NC NC

Akron Preparatory School INDIAN NC NC NC NC NC NC

Akron Preparatory School HISPANIC NC NC NC NC NC NC

Akron Preparatory School BLACK NC NC NC NC NC NC

Akron Preparatory School ASIAN NC NC NC NC NC NC

Alternative Education Academy WHITE 30.6 25.3 NC NC 41.9 27.1

Alternative Education Academy MULTIRACIAL NC NC NC NC NC 18.8

Alternative Education Academy INDIAN NC NC NC NC NC NC

Alternative Education Academy HISPANIC NC NC NC NC 46.7 33.3

Alternative Education Academy BLACK 14.3 20.0 NC NC 22.2 21.8

Alternative Education Academy ASIAN NC NC NC NC NC NC

Broadway Academy MULTIRACIAL NC NC NC NC NC NC

Broadway Academy WHITE NC NC NC NC NC NC

Broadway Academy INDIAN NC NC NC NC NC NC

Broadway Academy HISPANIC NC NC NC NC NC NC

Broadway Academy BLACK NC NC NC NC NC NC

Broadway Academy ASIAN NC NC NC NC NC NC

Canton College Preparatory School MULTIRACIAL NC NC NC NC NC NC

Canton College Preparatory School WHITE NC NC NC NC NC NC

Canton College Preparatory School INDIAN NC NC NC NC NC NC

Canton College Preparatory School HISPANIC NC NC NC NC NC NC

Canton College Preparatory School BLACK NC NC NC NC NC NC

Canton College Preparatory School ASIAN NC NC NC NC NC NC

Cleveland Arts and Social Sciences Academy MULTIRACIAL NC NC NC NC NC NC

Cleveland Arts and Social Sciences Academy WHITE NC NC NC NC NC NC

Cleveland Arts and Social Sciences Academy INDIAN NC NC NC NC NC NC

Cleveland Arts and Social Sciences Academy HISPANIC NC NC NC NC NC NC

Cleveland Arts and Social Sciences Academy BLACK NC NC NC NC NC NC

Cleveland Arts and Social Sciences Academy ASIAN NC NC NC NC NC NC

Cleveland College Preparatory School MULTIRACIAL NC NC NC NC NC NC

Cleveland College Preparatory School WHITE NC NC NC NC NC NC

Cleveland College Preparatory School INDIAN NC NC NC NC NC NC

Cleveland College Preparatory School HISPANIC NC NC NC NC NC NC

Cleveland College Preparatory School BLACK NC NC NC NC NC NC

Cleveland College Preparatory School ASIAN NC NC NC NC NC NC

Cleveland Preparatory Academy MULTIRACIAL NC NC NC NC NC NC
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Cleveland Preparatory Academy WHITE NC NC NC NC NC NC

Cleveland Preparatory Academy INDIAN NC NC NC NC NC NC

Cleveland Preparatory Academy HISPANIC NC NC NC NC NC NC

Cleveland Preparatory Academy BLACK NC NC NC NC NC NC

Cleveland Preparatory Academy ASIAN NC NC NC NC NC NC

Columbus Arts & Technology Academy WHITE NC NC NC NC NC NC

Columbus Arts & Technology Academy MULTIRACIAL NC NC NC NC NC NC

Columbus Arts & Technology Academy INDIAN NC NC NC NC NC NC

Columbus Arts & Technology Academy HISPANIC NC NC NC NC NC NC

Columbus Arts & Technology Academy BLACK NC NC NC NC 41.7 NC

Columbus Arts & Technology Academy ASIAN NC NC NC NC NC NC

Columbus Bilingual Academy-North MULTIRACIAL NC NC NC NC NC NC

Columbus Bilingual Academy-North WHITE NC NC NC NC NC NC

Columbus Bilingual Academy-North INDIAN NC NC NC NC NC NC

Columbus Bilingual Academy-North HISPANIC NC NC NC NC NC NC

Columbus Bilingual Academy-North BLACK NC NC NC NC NC NC

Columbus Bilingual Academy-North ASIAN NC NC NC NC NC NC

Columbus Humanities, Arts and Technology Academy WHITE NC NC NC NC NC NC

Columbus Humanities, Arts and Technology Academy MULTIRACIAL NC NC NC NC NC NC

Columbus Humanities, Arts and Technology Academy INDIAN NC NC NC NC NC NC

Columbus Humanities, Arts and Technology Academy HISPANIC NC NC NC NC NC NC

Columbus Humanities, Arts and Technology Academy BLACK NC NC NC NC NC NC

Columbus Humanities, Arts and Technology Academy ASIAN NC NC NC NC NC NC

Cornerstone Academy Community School WHITE NC NC NC NC NC NC

Cornerstone Academy Community School MULTIRACIAL NC NC NC NC NC NC

Cornerstone Academy Community School INDIAN NC NC NC NC NC NC

Cornerstone Academy Community School HISPANIC NC NC NC NC NC NC

Cornerstone Academy Community School BLACK NC NC NC NC NC NC

Cornerstone Academy Community School ASIAN NC NC NC NC NC NC

East Academy WHITE NC NC NC NC NC NC

East Academy MULTIRACIAL NC NC NC NC NC NC

East Academy INDIAN NC NC NC NC NC NC

East Academy HISPANIC NC NC NC NC NC NC

East Academy BLACK NC NC NC NC NC NC

East Academy ASIAN NC NC NC NC NC NC

Wright Preparatory Academy WHITE NC NC NC NC NC NC

Wright Preparatory Academy MULTIRACIAL NC NC NC NC NC NC
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Wright Preparatory Academy INDIAN NC NC NC NC NC NC

Wright Preparatory Academy HISPANIC NC NC NC NC NC NC

Wright Preparatory Academy BLACK NC NC NC NC NC NC

Wright Preparatory Academy ASIAN NC NC NC NC NC NC

Eastland Preparatory Academy MULTIRACIAL NC NC NC NC NC NC

Eastland Preparatory Academy WHITE NC NC NC NC NC NC

Eastland Preparatory Academy INDIAN NC NC NC NC NC NC

Eastland Preparatory Academy HISPANIC NC NC NC NC NC NC

Eastland Preparatory Academy BLACK NC NC NC NC NC NC

Eastland Preparatory Academy ASIAN NC NC NC NC NC NC

Euclid Preparatory School WHITE NC NC NC NC NC NC

Euclid Preparatory School MULTIRACIAL NC NC NC NC NC NC

Euclid Preparatory School INDIAN NC NC NC NC NC NC

Euclid Preparatory School HISPANIC NC NC NC NC NC NC

Euclid Preparatory School BLACK NC NC NC NC NC NC

Euclid Preparatory School ASIAN NC NC NC NC NC NC

Foundation Academy MULTIRACIAL NC NC NC NC NC NC

Foundation Academy WHITE NC NC NC NC NC NC

Foundation Academy INDIAN NC NC NC NC NC NC

Foundation Academy HISPANIC NC NC NC NC NC NC

Foundation Academy BLACK NC NC NC NC NC NC

Foundation Academy ASIAN NC NC NC NC NC NC

Hope Academy Northcoast WHITE NC NC NC NC NC NC

Hope Academy Northcoast MULTIRACIAL NC NC NC NC NC NC

Hope Academy Northcoast INDIAN NC NC NC NC NC NC

Hope Academy Northcoast HISPANIC NC NC NC NC NC NC

Hope Academy Northcoast BLACK NC NC NC NC NC NC

Hope Academy Northcoast ASIAN NC NC NC NC NC NC

Hope Academy Northwest Campus WHITE NC NC NC NC NC NC

Hope Academy Northwest Campus MULTIRACIAL NC NC NC NC NC NC

Hope Academy Northwest Campus INDIAN NC NC NC NC NC NC

Hope Academy Northwest Campus HISPANIC NC NC NC NC NC NC

Hope Academy Northwest Campus BLACK NC NC NC NC NC NC

Hope Academy Northwest Campus ASIAN NC NC NC NC NC NC

Lake Erie College Preparatory School MULTIRACIAL NC NC NC NC NC NC

Lake Erie College Preparatory School WHITE NC NC NC NC NC NC

Lake Erie College Preparatory School INDIAN NC NC NC NC NC NC
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Lake Erie College Preparatory School HISPANIC NC NC NC NC NC NC

Lake Erie College Preparatory School BLACK NC NC NC NC NC NC

Lake Erie College Preparatory School ASIAN NC NC NC NC NC NC

Lincoln Park Academy MULTIRACIAL NC NC NC NC NC NC

Lincoln Park Academy WHITE NC NC NC NC NC NC

Lincoln Park Academy INDIAN NC NC NC NC NC NC

Lincoln Park Academy HISPANIC NC NC NC NC NC NC

Lincoln Park Academy BLACK NC NC NC NC NC NC

Lincoln Park Academy ASIAN NC NC NC NC NC NC

Lorain Bilingual Preparatory Academy WHITE NC NC NC NC NC NC

Lorain Bilingual Preparatory Academy MULTIRACIAL NC NC NC NC NC NC

Lorain Bilingual Preparatory Academy INDIAN NC NC NC NC NC NC

Lorain Bilingual Preparatory Academy HISPANIC NC NC NC NC NC NC

Lorain Bilingual Preparatory Academy BLACK NC NC NC NC NC NC

Lorain Bilingual Preparatory Academy ASIAN NC NC NC NC NC NC

Lorain Preparatory Academy MULTIRACIAL NC NC NC NC NC NC

Lorain Preparatory Academy WHITE NC NC NC NC NC NC

Lorain Preparatory Academy INDIAN NC NC NC NC NC NC

Lorain Preparatory Academy HISPANIC NC NC NC NC NC NC

Lorain Preparatory Academy BLACK NC NC NC NC NC NC

Lorain Preparatory Academy ASIAN NC NC NC NC NC NC

Monroe Preparatory Academy MULTIRACIAL NC NC NC NC NC NC

Monroe Preparatory Academy WHITE NC NC NC NC NC NC

Monroe Preparatory Academy INDIAN NC NC NC NC NC NC

Monroe Preparatory Academy HISPANIC NC NC NC NC NC NC

Monroe Preparatory Academy BLACK NC NC NC NC NC NC

Monroe Preparatory Academy ASIAN NC NC NC NC NC NC

Montgomery Preparatory Academy WHITE NC NC NC NC NC NC

Montgomery Preparatory Academy MULTIRACIAL NC NC NC NC NC NC

Montgomery Preparatory Academy INDIAN NC NC NC NC NC NC

Montgomery Preparatory Academy HISPANIC NC NC NC NC NC NC

Montgomery Preparatory Academy BLACK NC NC NC NC NC NC

Montgomery Preparatory Academy ASIAN NC NC NC NC NC NC

Mount Auburn Preparatory Academy WHITE NC NC NC NC NC NC

Mount Auburn Preparatory Academy MULTIRACIAL NC NC NC NC NC NC

Mount Auburn Preparatory Academy INDIAN NC NC NC NC NC NC

Mount Auburn Preparatory Academy HISPANIC NC NC NC NC NC NC
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Mount Auburn Preparatory Academy BLACK <5.0 NC NC NC 36.4 NC

Mount Auburn Preparatory Academy ASIAN NC NC NC NC NC NC

Northeast Ohio College Preparatory School WHITE NC NC NC NC NC NC

Northeast Ohio College Preparatory School MULTIRACIAL NC NC NC NC NC NC

Northeast Ohio College Preparatory School INDIAN NC NC NC NC NC NC

Northeast Ohio College Preparatory School HISPANIC NC NC NC NC NC NC

Northeast Ohio College Preparatory School BLACK 22.9 13.8 NC NC 43.2 NC

Northeast Ohio College Preparatory School ASIAN NC NC NC NC NC NC

Ohio College Preparatory School MULTIRACIAL NC NC NC NC NC NC

Ohio College Preparatory School WHITE NC NC NC NC NC NC

Ohio College Preparatory School INDIAN NC NC NC NC NC NC

Ohio College Preparatory School HISPANIC NC NC NC NC NC NC

Ohio College Preparatory School BLACK NC NC NC NC NC NC

Ohio College Preparatory School ASIAN NC NC NC NC NC NC

Riverside Academy WHITE NC NC NC NC NC NC

Riverside Academy MULTIRACIAL NC NC NC NC NC NC

Riverside Academy INDIAN NC NC NC NC NC NC

Riverside Academy HISPANIC NC NC NC NC NC NC

Riverside Academy BLACK NC NC NC NC NC NC

Riverside Academy ASIAN NC NC NC NC NC NC

South Columbus Preparatory Academy WHITE NC NC NC NC NC NC

South Columbus Preparatory Academy MULTIRACIAL NC NC NC NC NC NC

South Columbus Preparatory Academy INDIAN NC NC NC NC NC NC

South Columbus Preparatory Academy HISPANIC NC NC NC NC NC NC

South Columbus Preparatory Academy BLACK NC NC NC NC NC NC

South Columbus Preparatory Academy ASIAN NC NC NC NC NC NC

STEAM Academy of Warren MULTIRACIAL NC NC NC NC NC NC

STEAM Academy of Warren WHITE NC NC NC NC NC NC

STEAM Academy of Warren INDIAN NC NC NC NC NC NC

STEAM Academy of Warren HISPANIC NC NC NC NC NC NC

STEAM Academy of Warren BLACK NC NC NC NC NC NC

STEAM Academy of Warren ASIAN NC NC NC NC NC NC

STEAM Academy of Warrensville Heights MULTIRACIAL NC NC NC NC NC NC

STEAM Academy of Warrensville Heights WHITE NC NC NC NC NC NC

STEAM Academy of Warrensville Heights INDIAN NC NC NC NC NC NC

STEAM Academy of Warrensville Heights HISPANIC NC NC NC NC NC NC

STEAM Academy of Warrensville Heights BLACK NC NC NC NC NC NC
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STEAM Academy of Warrensville Heights ASIAN NC NC NC NC NC NC

University of Cleveland Preparatory School MULTIRACIAL NC NC NC NC NC NC

University of Cleveland Preparatory School WHITE NC NC NC NC NC NC

University of Cleveland Preparatory School INDIAN NC NC NC NC NC NC

University of Cleveland Preparatory School HISPANIC NC NC NC NC NC NC

University of Cleveland Preparatory School BLACK NC NC NC NC NC NC

University of Cleveland Preparatory School ASIAN NC NC NC NC NC NC

West Park Academy MULTIRACIAL NC NC NC NC NC NC

West Park Academy WHITE NC NC NC NC NC NC

West Park Academy INDIAN NC NC NC NC NC NC

West Park Academy HISPANIC NC NC NC NC NC NC

West Park Academy BLACK NC NC NC NC NC NC

West Park Academy ASIAN NC NC NC NC NC NC

Youngstown Academy of Excellence MULTIRACIAL NC NC NC NC NC NC

Youngstown Academy of Excellence WHITE NC NC NC NC NC NC

Youngstown Academy of Excellence INDIAN NC NC NC NC NC NC

Youngstown Academy of Excellence HISPANIC NC NC NC NC NC NC

Youngstown Academy of Excellence BLACK NC NC NC NC NC NC

Youngstown Academy of Excellence ASIAN NC NC NC NC NC NC
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Akron Preparatory School MULTIRACIAL NC 86.0 15 6.9

Akron Preparatory School WHITE NC 81.1 14 6.4

Akron Preparatory School INDIAN NC NC <10 NC

Akron Preparatory School HISPANIC NC NC <10 NC

Akron Preparatory School BLACK NC 88.5 186 85.3

Akron Preparatory School ASIAN NC NC <10 NC

Alternative Education Academy WHITE 33.5 88.7 1235 63.7

Alternative Education Academy MULTIRACIAL NC 89.4 139 7.2

Alternative Education Academy INDIAN NC 85.9 11 <5.0

Alternative Education Academy HISPANIC 5.0 87.7 163 8.4

Alternative Education Academy BLACK 24.3 87.3 383 19.7

Alternative Education Academy ASIAN NC 88.1 <10 NC

Broadway Academy MULTIRACIAL NC NC <10 NC

Broadway Academy WHITE NC NC <10 NC

Broadway Academy INDIAN NC NC <10 NC

Broadway Academy HISPANIC NC 89.1 13 8.0

Broadway Academy BLACK NC 82.8 142 87.7

Broadway Academy ASIAN NC NC <10 NC

Canton College Preparatory School MULTIRACIAL NC 89.1 38 14.1

Canton College Preparatory School WHITE NC 90.1 40 14.9

Canton College Preparatory School INDIAN NC NC <10 NC

Canton College Preparatory School HISPANIC NC 91.7 <10 NC

Canton College Preparatory School BLACK NC 89.5 183 68.0

Canton College Preparatory School ASIAN NC NC <10 NC

Cleveland Arts and Social Sciences Academy MULTIRACIAL NC NC <10 NC

Cleveland Arts and Social Sciences Academy WHITE NC NC <10 NC

Cleveland Arts and Social Sciences Academy INDIAN NC NC <10 NC

Cleveland Arts and Social Sciences Academy HISPANIC NC NC <10 NC

Cleveland Arts and Social Sciences Academy BLACK NC 88.1 290 >95.0

Cleveland Arts and Social Sciences Academy ASIAN NC NC <10 NC

Cleveland College Preparatory School MULTIRACIAL NC 86.0 13 <5.0

Cleveland College Preparatory School WHITE NC 88.8 21 7.7

Cleveland College Preparatory School INDIAN NC NC <10 NC

Cleveland College Preparatory School HISPANIC NC 89.7 21 7.7

Cleveland College Preparatory School BLACK NC 88.4 219 79.9

Cleveland College Preparatory School ASIAN NC NC <10 NC

Cleveland Preparatory Academy MULTIRACIAL NC 78.9 18 11.7
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Cleveland Preparatory Academy WHITE NC 75.7 54 35.1

Cleveland Preparatory Academy INDIAN NC NC <10 NC

Cleveland Preparatory Academy HISPANIC NC 84.6 46 29.9

Cleveland Preparatory Academy BLACK 59.5 78.5 35 22.7

Cleveland Preparatory Academy ASIAN NC NC <10 NC

Columbus Arts & Technology Academy WHITE NC 85.9 23 <5.0

Columbus Arts & Technology Academy MULTIRACIAL NC 87.9 21 <5.0

Columbus Arts & Technology Academy INDIAN NC NC <10 NC

Columbus Arts & Technology Academy HISPANIC NC 93.8 73 12.8

Columbus Arts & Technology Academy BLACK NC 90.7 450 79.1

Columbus Arts & Technology Academy ASIAN NC NC <10 NC

Columbus Bilingual Academy-North MULTIRACIAL NC NC <10 NC

Columbus Bilingual Academy-North WHITE NC 92.9 151 51.0

Columbus Bilingual Academy-North INDIAN NC NC <10 NC

Columbus Bilingual Academy-North HISPANIC NC 90.8 130 43.9

Columbus Bilingual Academy-North BLACK NC 90.1 12 <5.0

Columbus Bilingual Academy-North ASIAN NC NC <10 NC

Columbus Humanities, Arts and Technology Academy WHITE NC 87.3 17 <5.0

Columbus Humanities, Arts and Technology Academy MULTIRACIAL NC 89.6 21 <5.0

Columbus Humanities, Arts and Technology Academy INDIAN NC NC <10 NC

Columbus Humanities, Arts and Technology Academy HISPANIC NC 93.9 32 5.7

Columbus Humanities, Arts and Technology Academy BLACK NC 93.8 383 68.4

Columbus Humanities, Arts and Technology Academy ASIAN NC >95.0 101 18.0

Cornerstone Academy Community School WHITE NC 94.9 173 21.8

Cornerstone Academy Community School MULTIRACIAL NC 94.3 52 6.5

Cornerstone Academy Community School INDIAN NC NC <10 NC

Cornerstone Academy Community School HISPANIC NC >95.0 65 8.2

Cornerstone Academy Community School BLACK NC >95.0 470 59.2

Cornerstone Academy Community School ASIAN NC >95.0 33 <5.0

East Academy WHITE NC NC <10 NC

East Academy MULTIRACIAL NC 89.3 16 5.2

East Academy INDIAN NC NC <10 NC

East Academy HISPANIC NC NC <10 NC

East Academy BLACK NC 85.0 282 92.2

East Academy ASIAN NC NC <10 NC

Wright Preparatory Academy WHITE NC 88.0 46 33.8

Wright Preparatory Academy MULTIRACIAL NC 86.5 25 18.4
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Wright Preparatory Academy INDIAN NC NC <10 NC

Wright Preparatory Academy HISPANIC NC 84.5 <10 NC

Wright Preparatory Academy BLACK NC 87.2 56 41.2

Wright Preparatory Academy ASIAN NC NC <10 NC

Eastland Preparatory Academy MULTIRACIAL NC 81.1 <10 NC

Eastland Preparatory Academy WHITE NC 85.6 105 41.3

Eastland Preparatory Academy INDIAN NC NC <10 NC

Eastland Preparatory Academy HISPANIC NC 82.7 <10 NC

Eastland Preparatory Academy BLACK NC 81.4 130 51.2

Eastland Preparatory Academy ASIAN NC NC <10 NC

Euclid Preparatory School WHITE NC NC <10 NC

Euclid Preparatory School MULTIRACIAL NC 92.4 10 <5.0

Euclid Preparatory School INDIAN NC NC <10 NC

Euclid Preparatory School HISPANIC NC NC <10 NC

Euclid Preparatory School BLACK NC 87.8 238 94.8

Euclid Preparatory School ASIAN NC NC <10 NC

Foundation Academy MULTIRACIAL NC 93.1 63 15.9

Foundation Academy WHITE NC 94.3 164 41.4

Foundation Academy INDIAN NC NC <10 NC

Foundation Academy HISPANIC NC NC <10 NC

Foundation Academy BLACK NC 93.2 165 41.7

Foundation Academy ASIAN NC NC <10 NC

Hope Academy Northcoast WHITE NC 86.8 62 20.9

Hope Academy Northcoast MULTIRACIAL NC 90.1 12 <5.0

Hope Academy Northcoast INDIAN NC NC <10 NC

Hope Academy Northcoast HISPANIC NC 89.6 19 6.4

Hope Academy Northcoast BLACK NC 86.6 203 68.4

Hope Academy Northcoast ASIAN NC NC <10 NC

Hope Academy Northwest Campus WHITE NC 86.1 47 21.2

Hope Academy Northwest Campus MULTIRACIAL NC 86.5 19 8.6

Hope Academy Northwest Campus INDIAN NC NC <10 NC

Hope Academy Northwest Campus HISPANIC NC 85.5 54 24.3

Hope Academy Northwest Campus BLACK NC 85.0 100 45.0

Hope Academy Northwest Campus ASIAN NC NC <10 NC

Lake Erie College Preparatory School MULTIRACIAL NC NC <10 NC

Lake Erie College Preparatory School WHITE NC NC <10 NC

Lake Erie College Preparatory School INDIAN NC NC <10 NC
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Lake Erie College Preparatory School HISPANIC NC NC <10 NC

Lake Erie College Preparatory School BLACK NC 85.6 239 >95.0

Lake Erie College Preparatory School ASIAN NC NC <10 NC

Lincoln Park Academy MULTIRACIAL NC 86.4 39 9.2

Lincoln Park Academy WHITE NC 86.9 103 24.2

Lincoln Park Academy INDIAN NC NC <10 NC

Lincoln Park Academy HISPANIC NC 86.1 147 34.5

Lincoln Park Academy BLACK NC 85.5 134 31.5

Lincoln Park Academy ASIAN NC NC <10 NC

Lorain Bilingual Preparatory Academy WHITE NC NC <10 NC

Lorain Bilingual Preparatory Academy MULTIRACIAL NC 91.0 17 16.3

Lorain Bilingual Preparatory Academy INDIAN NC NC <10 NC

Lorain Bilingual Preparatory Academy HISPANIC NC 87.5 50 48.1

Lorain Bilingual Preparatory Academy BLACK NC 86.8 31 29.8

Lorain Bilingual Preparatory Academy ASIAN NC NC <10 NC

Lorain Preparatory Academy MULTIRACIAL NC 88.2 60 11.5

Lorain Preparatory Academy WHITE NC 90.8 123 23.7

Lorain Preparatory Academy INDIAN NC NC <10 NC

Lorain Preparatory Academy HISPANIC NC 89.5 169 32.5

Lorain Preparatory Academy BLACK NC 90.4 167 32.1

Lorain Preparatory Academy ASIAN NC NC <10 NC

Monroe Preparatory Academy MULTIRACIAL NC 84.9 31 14.6

Monroe Preparatory Academy WHITE NC 88.0 77 36.3

Monroe Preparatory Academy INDIAN NC NC <10 NC

Monroe Preparatory Academy HISPANIC NC 87.2 22 10.4

Monroe Preparatory Academy BLACK NC 88.6 81 38.2

Monroe Preparatory Academy ASIAN NC NC <10 NC

Montgomery Preparatory Academy WHITE NC 83.6 43 21.6

Montgomery Preparatory Academy MULTIRACIAL NC 80.7 13 6.5

Montgomery Preparatory Academy INDIAN NC NC <10 NC

Montgomery Preparatory Academy HISPANIC NC 79.3 14 7.0

Montgomery Preparatory Academy BLACK NC 86.1 129 64.8

Montgomery Preparatory Academy ASIAN NC NC <10 NC

Mount Auburn Preparatory Academy WHITE NC NC <10 NC

Mount Auburn Preparatory Academy MULTIRACIAL NC 82.2 22 7.3

Mount Auburn Preparatory Academy INDIAN NC NC <10 NC

Mount Auburn Preparatory Academy HISPANIC NC NC <10 NC
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Mount Auburn Preparatory Academy BLACK NC 83.0 273 90.1

Mount Auburn Preparatory Academy ASIAN NC NC <10 NC

Northeast Ohio College Preparatory School WHITE NC 87.4 17 <5.0

Northeast Ohio College Preparatory School MULTIRACIAL NC 81.7 22 5.0

Northeast Ohio College Preparatory School INDIAN NC NC <10 NC

Northeast Ohio College Preparatory School HISPANIC NC 83.6 54 12.4

Northeast Ohio College Preparatory School BLACK 94.6 85.8 342 78.3

Northeast Ohio College Preparatory School ASIAN NC NC <10 NC

Ohio College Preparatory School MULTIRACIAL NC NC <10 NC

Ohio College Preparatory School WHITE NC NC <10 NC

Ohio College Preparatory School INDIAN NC NC <10 NC

Ohio College Preparatory School HISPANIC NC 85.2 <10 NC

Ohio College Preparatory School BLACK NC 88.0 282 94.9

Ohio College Preparatory School ASIAN NC NC <10 NC

Riverside Academy WHITE NC 76.5 65 31.1

Riverside Academy MULTIRACIAL NC 76.7 30 14.4

Riverside Academy INDIAN NC NC <10 NC

Riverside Academy HISPANIC NC NC <10 NC

Riverside Academy BLACK NC 78.9 104 49.8

Riverside Academy ASIAN NC NC <10 NC

South Columbus Preparatory Academy WHITE NC 89.8 65 38.0

South Columbus Preparatory Academy MULTIRACIAL NC 90.4 25 14.6

South Columbus Preparatory Academy INDIAN NC NC <10 NC

South Columbus Preparatory Academy HISPANIC NC NC <10 NC

South Columbus Preparatory Academy BLACK NC 87.6 74 43.3

South Columbus Preparatory Academy ASIAN NC NC <10 NC

STEAM Academy of Warren MULTIRACIAL NC 89.6 36 17.1

STEAM Academy of Warren WHITE NC 90.2 70 33.3

STEAM Academy of Warren INDIAN NC NC <10 NC

STEAM Academy of Warren HISPANIC NC 89.0 18 8.6

STEAM Academy of Warren BLACK NC 90.6 85 40.5

STEAM Academy of Warren ASIAN NC NC <10 NC

STEAM Academy of Warrensville Heights MULTIRACIAL NC NC <10 NC

STEAM Academy of Warrensville Heights WHITE NC NC <10 NC

STEAM Academy of Warrensville Heights INDIAN NC NC <10 NC

STEAM Academy of Warrensville Heights HISPANIC NC NC <10 NC

STEAM Academy of Warrensville Heights BLACK NC 86.8 206 94.9
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Building Name Student Group

Five Year 

Graduation Rate 

2017

Attendance 

Rate 2018-2019

Enrollment 2018-

2019

Percent of Total 

Enrollment 2018-

2019

STEAM Academy of Warrensville Heights ASIAN NC NC <10 NC

University of Cleveland Preparatory School MULTIRACIAL NC NC <10 NC

University of Cleveland Preparatory School WHITE NC NC <10 NC

University of Cleveland Preparatory School INDIAN NC NC <10 NC

University of Cleveland Preparatory School HISPANIC NC NC <10 NC

University of Cleveland Preparatory School BLACK NC 84.0 275 >95.0

University of Cleveland Preparatory School ASIAN NC NC <10 NC

West Park Academy MULTIRACIAL NC 90.5 15 6.9

West Park Academy WHITE NC 84.9 71 32.9

West Park Academy INDIAN NC NC <10 NC

West Park Academy HISPANIC NC 87.7 75 34.7

West Park Academy BLACK NC 88.3 49 22.7

West Park Academy ASIAN NC NC <10 NC

Youngstown Academy of Excellence MULTIRACIAL NC NC <10 NC

Youngstown Academy of Excellence WHITE NC 88.8 19 11.4

Youngstown Academy of Excellence INDIAN NC NC <10 NC

Youngstown Academy of Excellence HISPANIC NC 87.2 55 32.9

Youngstown Academy of Excellence BLACK NC 87.1 86 51.5

Youngstown Academy of Excellence ASIAN NC NC <10 NC
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Building Name Student Group

English 

Language Arts 

3rd Grade 2018-

2019 Percent 

Proficient or 

above

Math 3rd Grade 

2018-2019 

Percent 

Proficient or 

above

English 

Language Arts 

4th Grade 2018-

2019 Percent 

Proficient or 

above

Math 4th Grade 

2018-2019 

Percent 

Proficient or 

above

English 

Language Arts 

5th Grade 2018-

2019 Percent 

Proficient or 

above

Math 5th Grade 

2018-2019 

Percent 

Proficient or 

above

Akron Preparatory School DISABLED NC NC NC NC NC NC

Alternative Education Academy DISABLED NC NC 5.9 11.8 18.2 9.1

Broadway Academy DISABLED 81.8 36.4 NC NC NC NC

Canton College Preparatory School DISABLED NC NC NC NC NC NC

Cleveland Arts and Social Sciences Academy DISABLED NC NC NC NC NC NC

Cleveland College Preparatory School DISABLED NC NC NC NC NC NC

Cleveland Preparatory Academy DISABLED NC NC NC NC NC NC

Columbus Arts & Technology Academy DISABLED NC NC NC NC NC NC

Columbus Bilingual Academy-North DISABLED NC NC NC NC NC NC

Columbus Humanities, Arts and Technology Academy DISABLED NC NC NC NC NC NC

Cornerstone Academy Community School DISABLED 16.7 16.7 NC NC 42.9 28.6

East Academy DISABLED NC NC NC NC 9.1 9.1

Wright Preparatory Academy DISABLED 8.3 8.3 NC NC NC NC

Eastland Preparatory Academy DISABLED NC NC NC NC NC NC

Euclid Preparatory School DISABLED NC NC NC NC NC NC

Foundation Academy DISABLED NC NC NC NC NC NC

Hope Academy Northcoast DISABLED NC NC 30.0 30.0 NC NC

Hope Academy Northwest Campus DISABLED NC NC NC NC 20.0 50.0

Lake Erie College Preparatory School DISABLED NC NC NC NC NC NC

Lincoln Park Academy DISABLED NC NC 27.3 18.2 NC NC

Lorain Bilingual Preparatory Academy DISABLED NC NC NC NC NC NC

Lorain Preparatory Academy DISABLED 35.7 28.6 NC NC 30.8 28.6

Monroe Preparatory Academy DISABLED NC NC NC NC NC NC

Montgomery Preparatory Academy DISABLED NC NC NC NC NC NC

Mount Auburn Preparatory Academy DISABLED NC NC NC NC NC NC

Northeast Ohio College Preparatory School DISABLED NC NC NC NC NC NC

Ohio College Preparatory School DISABLED NC NC NC NC NC NC

Riverside Academy DISABLED NC NC NC NC NC NC

South Columbus Preparatory Academy DISABLED NC NC NC NC NC NC

STEAM Academy of Warren DISABLED NC NC NC NC NC NC

STEAM Academy of Warrensville Heights DISABLED NC NC NC NC NC NC

University of Cleveland Preparatory School DISABLED 25.0 8.3 9.1 9.1 NC NC

West Park Academy DISABLED NC NC NC NC NC NC

Youngstown Academy of Excellence DISABLED NC NC NC NC NC NC
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Building Name

Science 5th 

Grade 2018-

2019 Percent 

Proficient or 

above

English 

Language Arts 

6th Grade 2018-

2019 Percent 

Proficient or 

above

Math 6th Grade 

2018-2019 

Percent 

Proficient or 

above

English 

Language Arts 

7th Grade 2018-

2019 Percent 

Proficient or 

above

Math 7th Grade 

2018-2019 

Percent 

Proficient or 

above

English 

Language Arts 

8th Grade 2018-

2019 Percent 

Proficient or 

above

Math 8th Grade 

2018-2019 

Percent 

Proficient or 

above

Akron Preparatory School NC NC NC NC NC NC NC

Alternative Education Academy 18.2 20.0 15.0 27.0 13.5 17.2 13.8

Broadway Academy NC NC NC NC NC NC NC

Canton College Preparatory School NC NC NC NC NC NC NC

Cleveland Arts and Social Sciences Academy NC NC NC NC NC NC NC

Cleveland College Preparatory School NC NC NC NC NC NC NC

Cleveland Preparatory Academy NC NC NC NC NC NC NC

Columbus Arts & Technology Academy NC NC NC NC NC NC NC

Columbus Bilingual Academy-North NC NC NC NC NC NC NC

Columbus Humanities, Arts and Technology Academy NC NC NC NC NC NC NC

Cornerstone Academy Community School 50.0 NC NC NC NC NC NC

East Academy 9.1 NC NC NC NC NC NC

Wright Preparatory Academy NC NC NC NC NC NC NC

Eastland Preparatory Academy NC NC NC NC NC NC NC

Euclid Preparatory School NC NC NC NC NC NC NC

Foundation Academy NC NC NC NC NC NC NC

Hope Academy Northcoast NC NC NC NC NC NC NC

Hope Academy Northwest Campus 40.0 NC NC NC NC NC NC

Lake Erie College Preparatory School NC NC NC NC NC NC NC

Lincoln Park Academy NC 25.0 25.0 NC NC 13.3 13.3

Lorain Bilingual Preparatory Academy NC NC NC NC NC NC NC

Lorain Preparatory Academy 14.3 <5.0 12.5 NC NC NC NC

Monroe Preparatory Academy NC NC NC NC NC NC NC

Montgomery Preparatory Academy NC NC NC NC NC NC NC

Mount Auburn Preparatory Academy NC NC NC NC NC NC NC

Northeast Ohio College Preparatory School NC NC NC NC NC NC NC

Ohio College Preparatory School NC NC NC NC NC NC NC

Riverside Academy NC NC NC NC NC NC NC

South Columbus Preparatory Academy NC NC NC NC NC NC NC

STEAM Academy of Warren NC NC NC NC NC NC NC

STEAM Academy of Warrensville Heights NC NC NC NC NC NC NC

University of Cleveland Preparatory School NC NC NC NC NC NC NC

West Park Academy NC 20.0 20.0 NC NC NC NC

Youngstown Academy of Excellence NC NC NC NC NC NC NC
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Building Name

Science 8th 

Grade 2018-

2019 Percent 

Proficient or 

above

History End of 

Course 2018-

2019 Percent 

Proficient or 

above

Government 

End of Course 

2018-2019 

Percent 

Proficient or 

above

Physical 

Science End of 

Course 2018-

2019 Percent 

Proficient or 

above

English 

Language Arts I 

End of Course 

2018-2019 

Percent 

Proficient or

English 

Language Arts II 

End of Course 

2018-2019 

Percent 

Proficient or

Algebra I End of 

Course 2018-

2019 Percent 

Proficient or 

above

Akron Preparatory School NC NC NC NC NC NC NC

Alternative Education Academy 17.2 39.6 17.6 NC <5.0 25.5 <5.0

Broadway Academy NC NC NC NC NC NC NC

Canton College Preparatory School NC NC NC NC NC NC NC

Cleveland Arts and Social Sciences Academy NC NC NC NC NC NC NC

Cleveland College Preparatory School NC NC NC NC NC NC NC

Cleveland Preparatory Academy NC NC NC NC NC NC NC

Columbus Arts & Technology Academy NC NC NC NC NC NC NC

Columbus Bilingual Academy-North NC NC NC NC NC NC NC

Columbus Humanities, Arts and Technology Academy NC NC NC NC NC NC NC

Cornerstone Academy Community School NC NC NC NC NC NC NC

East Academy NC NC NC NC NC NC NC

Wright Preparatory Academy NC NC NC NC NC NC NC

Eastland Preparatory Academy NC NC NC NC NC NC NC

Euclid Preparatory School NC NC NC NC NC NC NC

Foundation Academy NC NC NC NC NC NC NC

Hope Academy Northcoast NC NC NC NC NC NC NC

Hope Academy Northwest Campus NC NC NC NC NC NC NC

Lake Erie College Preparatory School NC NC NC NC NC NC NC

Lincoln Park Academy 13.3 NC NC NC NC NC NC

Lorain Bilingual Preparatory Academy NC NC NC NC NC NC NC

Lorain Preparatory Academy NC NC NC NC NC NC NC

Monroe Preparatory Academy NC NC NC NC NC NC NC

Montgomery Preparatory Academy NC NC NC NC NC NC NC

Mount Auburn Preparatory Academy NC NC NC NC NC NC NC

Northeast Ohio College Preparatory School NC 41.7 NC NC 16.7 30.0 NC

Ohio College Preparatory School NC NC NC NC NC NC NC

Riverside Academy NC NC NC NC NC NC NC

South Columbus Preparatory Academy NC NC NC NC NC NC NC

STEAM Academy of Warren NC NC NC NC NC NC NC

STEAM Academy of Warrensville Heights NC NC NC NC NC NC NC

University of Cleveland Preparatory School NC NC NC NC NC NC NC

West Park Academy NC NC NC NC NC NC NC

Youngstown Academy of Excellence NC NC NC NC NC NC NC
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Building Name

Geometry End 

of Course 2018-

2019 Percent 

Proficient or 

above

Integrated Math 

I End of Course 

2018-2019 

Percent 

Proficient or 

above

Integrated Math 

II End of Course 

2018-2019 

Percent 

Proficient or 

above

Biology End of 

Course 2018-

2019 Percent 

Proficient or 

above

Four Year 

Graduation Rate 

2018

Five Year 

Graduation Rate 

2017

Attendance 

Rate 2018-2019

Akron Preparatory School NC NC NC NC NC NC 86.4

Alternative Education Academy 24.3 NC NC 23.2 28.8 44.1 88.5

Broadway Academy NC NC NC NC NC NC 80.0

Canton College Preparatory School NC NC NC NC NC NC 89.4

Cleveland Arts and Social Sciences Academy NC NC NC NC NC NC 90.7

Cleveland College Preparatory School NC NC NC NC NC NC 87.1

Cleveland Preparatory Academy NC NC NC NC NC 45.5 77.8

Columbus Arts & Technology Academy NC NC NC NC NC NC 86.3

Columbus Bilingual Academy-North NC NC NC NC NC NC 89.9

Columbus Humanities, Arts and Technology Academy NC NC NC NC NC NC 90.8

Cornerstone Academy Community School NC NC NC NC NC NC 94.0

East Academy NC NC NC NC NC NC 82.4

Wright Preparatory Academy NC NC NC NC NC NC 88.7

Eastland Preparatory Academy NC NC NC NC NC NC 79.4

Euclid Preparatory School NC NC NC NC NC NC 85.5

Foundation Academy NC NC NC NC NC NC 93.8

Hope Academy Northcoast NC NC NC NC NC NC 84.5

Hope Academy Northwest Campus NC NC NC NC NC NC 80.6

Lake Erie College Preparatory School NC NC NC NC NC NC 86.6

Lincoln Park Academy NC NC NC NC NC NC 85.5

Lorain Bilingual Preparatory Academy NC NC NC NC NC NC 85.2

Lorain Preparatory Academy NC NC NC NC NC NC 89.5

Monroe Preparatory Academy NC NC NC NC NC NC 83.6

Montgomery Preparatory Academy NC NC NC NC NC NC 85.5

Mount Auburn Preparatory Academy NC NC NC NC NC NC 81.2

Northeast Ohio College Preparatory School NC NC NC 20.0 NC >95.0 86.4

Ohio College Preparatory School NC NC NC NC NC NC 85.2

Riverside Academy NC NC NC NC NC NC 76.7

South Columbus Preparatory Academy NC NC NC NC NC NC NC

STEAM Academy of Warren NC NC NC NC NC NC 90.8

STEAM Academy of Warrensville Heights NC NC NC NC NC NC 83.9

University of Cleveland Preparatory School NC NC NC NC NC NC 83.6

West Park Academy NC NC NC NC NC NC 87.0

Youngstown Academy of Excellence NC NC NC NC NC NC 87.6
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Building Name

Enrollment 2018-

2019

Percent of Total 

Enrollment 2018-

2019

Akron Preparatory School 40 18.3

Alternative Education Academy 381 19.6

Broadway Academy 33 20.4

Canton College Preparatory School 44 16.4

Cleveland Arts and Social Sciences Academy 26 8.8

Cleveland College Preparatory School 43 15.7

Cleveland Preparatory Academy 28 18.2

Columbus Arts & Technology Academy 48 8.4

Columbus Bilingual Academy-North 34 11.5

Columbus Humanities, Arts and Technology Academy 29 5.2

Cornerstone Academy Community School 80 10.1

East Academy 44 14.4

Wright Preparatory Academy 33 24.3

Eastland Preparatory Academy 38 15.0

Euclid Preparatory School 30 12.0

Foundation Academy 48 12.1

Hope Academy Northcoast 61 20.5

Hope Academy Northwest Campus 40 18.0

Lake Erie College Preparatory School 32 12.9

Lincoln Park Academy 85 20.0

Lorain Bilingual Preparatory Academy 11 10.6

Lorain Preparatory Academy 71 13.7

Monroe Preparatory Academy 40 18.9

Montgomery Preparatory Academy 32 16.1

Mount Auburn Preparatory Academy 39 12.9

Northeast Ohio College Preparatory School 86 19.7

Ohio College Preparatory School 52 17.5

Riverside Academy 51 24.4

South Columbus Preparatory Academy <10 NC

STEAM Academy of Warren 32 15.2

STEAM Academy of Warrensville Heights 21 9.7

University of Cleveland Preparatory School 63 21.9

West Park Academy 57 26.4

Youngstown Academy of Excellence 38 22.8
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Building Name Student Group

English 

Language Arts 

3rd Grade 2018-

2019 Percent 

Proficient or 

above

Math 3rd Grade 

2018-2019 

Percent 

Proficient or 

above

English 

Language Arts 

4th Grade 2018-

2019 Percent 

Proficient or 

above

Math 4th Grade 

2018-2019 

Percent 

Proficient or 

above

English 

Language Arts 

5th Grade 2018-

2019 Percent 

Proficient or 

above

Math 5th Grade 

2018-2019 

Percent 

Proficient or 

above

Akron Early College High School ENGLEARN NC NC NC NC NC NC

Alternative Education Academy ENGLEARN NC NC NC NC NC NC

Broadway Academy ENGLEARN NC NC NC NC NC NC

Canton College Preparatory School ENGLEARN NC NC NC NC NC NC

Cleveland Arts and Social Sciences Academy ENGLEARN NC NC NC NC NC NC

Cleveland College Preparatory School ENGLEARN NC NC NC NC NC NC

Cleveland Preparatory Academy ENGLEARN NC NC NC NC NC NC

Columbus Arts & Technology Academy ENGLEARN NC NC NC NC NC NC

Columbus Bilingual Academy-North ENGLEARN 17.6 52.9 35.7 66.7 64.0 12.0

Columbus Humanities, Arts and Technology Academy ENGLEARN 66.7 38.9 55.6 51.9 25.0 6.3

Cornerstone Academy Community School ENGLEARN 64.7 47.1 92.9 78.6 63.6 36.4

East Academy ENGLEARN NC NC NC NC NC NC

Wright Preparatory Academy ENGLEARN NC NC NC NC NC NC

Eastland Preparatory Academy ENGLEARN NC NC NC NC NC NC

Euclid Preparatory School ENGLEARN NC NC NC NC NC NC

Foundation Academy ENGLEARN NC NC NC NC NC NC

Hope Academy Northcoast ENGLEARN NC NC NC NC NC NC

Hope Academy Northwest Campus ENGLEARN NC NC NC NC NC NC

Lake Erie College Preparatory School ENGLEARN NC NC NC NC NC NC

Lincoln Park Academy ENGLEARN NC NC NC NC NC NC

Lorain Bilingual Preparatory Academy ENGLEARN NC NC NC NC NC NC

Lorain Preparatory Academy ENGLEARN NC NC NC NC NC NC

Monroe Preparatory Academy ENGLEARN NC NC NC NC NC NC

Montgomery Preparatory Academy ENGLEARN NC NC NC NC NC NC

Mount Auburn Preparatory Academy ENGLEARN NC NC NC NC NC NC

Northeast Ohio College Preparatory School ENGLEARN NC NC NC NC NC NC

Ohio College Preparatory School ENGLEARN NC NC NC NC NC NC

Riverside Academy ENGLEARN NC NC NC NC NC NC

South Columbus Preparatory Academy ENGLEARN NC NC NC NC NC NC

STEAM Academy of Warren ENGLEARN NC NC NC NC NC NC

STEAM Academy of Warrensville Heights ENGLEARN NC NC NC NC NC NC

University of Cleveland Preparatory School ENGLEARN NC NC NC NC NC NC

West Park Academy ENGLEARN NC NC NC NC NC NC

Youngstown Academy of Excellence ENGLEARN NC NC NC NC NC NC
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Building Name

Science 5th 

Grade 2018-2019 

Percent 

Proficient or 

above

English 

Language Arts 

6th Grade 2018-

2019 Percent 

Proficient or 

above

Math 6th Grade 

2018-2019 

Percent 

Proficient or 

above

English 

Language Arts 

7th Grade 2018-

2019 Percent 

Proficient or 

above

Math 7th Grade 

2018-2019 

Percent 

Proficient or 

above

English 

Language Arts 

8th Grade 2018-

2019 Percent 

Proficient or 

above

Math 8th Grade 

2018-2019 

Percent 

Proficient or 

above

Akron Early College High School NC NC NC NC NC NC NC

Alternative Education Academy NC NC NC NC NC NC NC

Broadway Academy NC NC NC NC NC NC NC

Canton College Preparatory School NC NC NC NC NC NC NC

Cleveland Arts and Social Sciences Academy NC NC NC NC NC NC NC

Cleveland College Preparatory School NC NC NC NC NC NC NC

Cleveland Preparatory Academy NC NC NC NC NC NC NC

Columbus Arts & Technology Academy NC NC NC NC NC NC NC

Columbus Bilingual Academy-North 28.0 38.9 16.7 NC NC NC NC

Columbus Humanities, Arts and Technology Academy 12.5 38.5 34.6 77.8 48.1 44.4 77.8

Cornerstone Academy Community School 45.5 30.8 61.5 NC NC NC NC

East Academy NC NC NC NC NC NC NC

Wright Preparatory Academy NC NC NC NC NC NC NC

Eastland Preparatory Academy NC NC NC NC NC NC NC

Euclid Preparatory School NC NC NC NC NC NC NC

Foundation Academy NC NC NC NC NC NC NC

Hope Academy Northcoast NC NC NC NC NC NC NC

Hope Academy Northwest Campus NC NC NC NC NC NC NC

Lake Erie College Preparatory School NC NC NC NC NC NC NC

Lincoln Park Academy NC NC NC NC NC NC NC

Lorain Bilingual Preparatory Academy NC NC NC NC NC NC NC

Lorain Preparatory Academy NC NC NC NC NC NC NC

Monroe Preparatory Academy NC NC NC NC NC NC NC

Montgomery Preparatory Academy NC NC NC NC NC NC NC

Mount Auburn Preparatory Academy NC NC NC NC NC NC NC

Northeast Ohio College Preparatory School NC NC NC NC NC NC NC

Ohio College Preparatory School NC NC NC NC NC NC NC

Riverside Academy NC NC NC NC NC NC NC

South Columbus Preparatory Academy NC NC NC NC NC NC NC

STEAM Academy of Warren NC NC NC NC NC NC NC

STEAM Academy of Warrensville Heights NC NC NC NC NC NC NC

University of Cleveland Preparatory School NC NC NC NC NC NC NC

West Park Academy NC NC NC NC NC NC NC

Youngstown Academy of Excellence NC NC NC NC NC NC NC
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Science 8th 

Grade 2018-2019 

Percent 

Proficient or 

above

History End of 

Course 2018-

2019 Percent 

Proficient or 

above

Government 

End of Course 

2018-2019 

Percent 

Proficient or 

above

Physical 

Science End of 

Course 2018-

2019 Percent 

Proficient or 

above

English 

Language Arts I 

End of Course 

2018-2019 

Percent 

Proficient or

English 

Language Arts II 

End of Course 

2018-2019 

Percent 

Proficient or

Algebra I End of 

Course 2018-

2019 Percent 

Proficient or 

above

Akron Early College High School NC NC NC NC 85.7 NC 75.0

Alternative Education Academy NC NC NC NC NC NC NC

Broadway Academy NC NC NC NC NC NC NC

Canton College Preparatory School NC NC NC NC NC NC NC

Cleveland Arts and Social Sciences Academy NC NC NC NC NC NC NC

Cleveland College Preparatory School NC NC NC NC NC NC NC

Cleveland Preparatory Academy NC NC NC NC NC NC NC

Columbus Arts & Technology Academy NC NC NC NC NC NC NC

Columbus Bilingual Academy-North NC NC NC NC NC NC NC

Columbus Humanities, Arts and Technology Academy 55.6 NC NC NC NC NC NC

Cornerstone Academy Community School NC NC NC NC NC NC NC

East Academy NC NC NC NC NC NC NC

Wright Preparatory Academy NC NC NC NC NC NC NC

Eastland Preparatory Academy NC NC NC NC NC NC NC

Euclid Preparatory School NC NC NC NC NC NC NC

Foundation Academy NC NC NC NC NC NC NC

Hope Academy Northcoast NC NC NC NC NC NC NC

Hope Academy Northwest Campus NC NC NC NC NC NC NC

Lake Erie College Preparatory School NC NC NC NC NC NC NC

Lincoln Park Academy NC NC NC NC NC NC NC

Lorain Bilingual Preparatory Academy NC NC NC NC NC NC NC

Lorain Preparatory Academy NC NC NC NC NC NC NC

Monroe Preparatory Academy NC NC NC NC NC NC NC

Montgomery Preparatory Academy NC NC NC NC NC NC NC

Mount Auburn Preparatory Academy NC NC NC NC NC NC NC

Northeast Ohio College Preparatory School NC NC NC NC NC NC NC

Ohio College Preparatory School NC NC NC NC NC NC NC

Riverside Academy NC NC NC NC NC NC NC

South Columbus Preparatory Academy NC NC NC NC NC NC NC

STEAM Academy of Warren NC NC NC NC NC NC NC

STEAM Academy of Warrensville Heights NC NC NC NC NC NC NC

University of Cleveland Preparatory School NC NC NC NC NC NC NC

West Park Academy NC NC NC NC NC NC NC

Youngstown Academy of Excellence NC NC NC NC NC NC NC
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Building Name

Geometry End 

of Course 2018-

2019 Percent 

Proficient or 

above

Integrated Math 

I End of Course 

2018-2019 

Percent 

Proficient or 

above

Integrated Math 

II End of Course 

2018-2019 

Percent 

Proficient or 

above

Biology End of 

Course 2018-

2019 Percent 

Proficient or 

above

Four Year 

Graduation Rate 

2018

Five Year 

Graduation Rate 

2017

Attendance 

Rate 2018-2019

Akron Early College High School 70.0 NC NC NC NC NC >95.0

Alternative Education Academy NC NC NC NC NC NC 91.4

Broadway Academy NC NC NC NC NC NC NC

Canton College Preparatory School NC NC NC NC NC NC NC

Cleveland Arts and Social Sciences Academy NC NC NC NC NC NC NC

Cleveland College Preparatory School NC NC NC NC NC NC >95.0

Cleveland Preparatory Academy NC NC NC NC NC NC NC

Columbus Arts & Technology Academy NC NC NC NC NC NC 94.1

Columbus Bilingual Academy-North NC NC NC NC NC NC 93.8

Columbus Humanities, Arts and Technology Academy NC NC NC NC NC NC >95.0

Cornerstone Academy Community School NC NC NC NC NC NC >95.0

East Academy NC NC NC NC NC NC NC

Wright Preparatory Academy NC NC NC NC NC NC NC

Eastland Preparatory Academy NC NC NC NC NC NC NC

Euclid Preparatory School NC NC NC NC NC NC NC

Foundation Academy NC NC NC NC NC NC NC

Hope Academy Northcoast NC NC NC NC NC NC 92.5

Hope Academy Northwest Campus NC NC NC NC NC NC 86.9

Lake Erie College Preparatory School NC NC NC NC NC NC NC

Lincoln Park Academy NC NC NC NC NC NC 88.6

Lorain Bilingual Preparatory Academy NC NC NC NC NC NC NC

Lorain Preparatory Academy NC NC NC NC NC NC NC

Monroe Preparatory Academy NC NC NC NC NC NC NC

Montgomery Preparatory Academy NC NC NC NC NC NC NC

Mount Auburn Preparatory Academy NC NC NC NC NC NC NC

Northeast Ohio College Preparatory School NC NC NC NC NC NC NC

Ohio College Preparatory School NC NC NC NC NC NC NC

Riverside Academy NC NC NC NC NC NC NC

South Columbus Preparatory Academy NC NC NC NC NC NC NC

STEAM Academy of Warren NC NC NC NC NC NC NC

STEAM Academy of Warrensville Heights NC NC NC NC NC NC NC

University of Cleveland Preparatory School NC NC NC NC NC NC NC

West Park Academy NC NC NC NC NC NC 88.7

Youngstown Academy of Excellence NC NC NC NC NC NC 88.5
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Building Name

Enrollment 2018-

2019

Percent of Total 

Enrollment 2018-

2019

Akron Early College High School <10 NC

Alternative Education Academy <10 NC

Broadway Academy <10 NC

Canton College Preparatory School <10 NC

Cleveland Arts and Social Sciences Academy <10 NC

Cleveland College Preparatory School 18 6.6

Cleveland Preparatory Academy <10 NC

Columbus Arts & Technology Academy 28 <5.0

Columbus Bilingual Academy-North 105 35.5

Columbus Humanities, Arts and Technology Academy 104 18.6

Cornerstone Academy Community School 74 9.3

East Academy <10 NC

Wright Preparatory Academy <10 NC

Eastland Preparatory Academy <10 NC

Euclid Preparatory School <10 NC

Foundation Academy <10 NC

Hope Academy Northcoast <10 NC

Hope Academy Northwest Campus 12 5.4

Lake Erie College Preparatory School <10 NC

Lincoln Park Academy 37 8.7

Lorain Bilingual Preparatory Academy <10 NC

Lorain Preparatory Academy <10 NC

Monroe Preparatory Academy <10 NC

Montgomery Preparatory Academy <10 NC

Mount Auburn Preparatory Academy <10 NC

Northeast Ohio College Preparatory School <10 NC

Ohio College Preparatory School <10 NC

Riverside Academy <10 NC

South Columbus Preparatory Academy <10 NC

STEAM Academy of Warren <10 NC

STEAM Academy of Warrensville Heights <10 NC

University of Cleveland Preparatory School <10 NC

West Park Academy 28 13.0

Youngstown Academy of Excellence 13 7.8
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Building Name

Enrollment 

2017-2018 Overall Grade

Achievement 

Component 

Grade

Indicators Met 

Grade

Gifted 

Indicator 

Met/Not Met 

Status

Percent of 

Indicators Met

Performance 

Index Grade

Performance 

Index Percent

Gap Closing 

Grade

Akron Preparatory School 176 F F F NR 0 F 47.1 F

Alternative Education Academy 1498 F F F NR 4.3 F 49.1 F

Broadway Academy 111 C F F NR 0 D 51.6 B

Canton College Preparatory School 185 C F F NR 0 D 53.4 F

Cleveland Arts and Social Sciences Academy 260 D F F NR 0 D 51.9 F

Cleveland College Preparatory School 278 C F F NR 0 D 50.6 B

Cleveland Preparatory Academy 111 F F F NR 33.3 F 40.3 F

Columbus Arts & Technology Academy 558 D D F NR 8.7 D 64 F

Columbus Bilingual Academy-North 265 F F F NR 10 F 46.2 F

Columbus Humanities, Arts and Technology Academy 543 B D F NR 0 D 60.9 A

Cornerstone Academy Community School 714 B C F NR 26.7 C 76.5 A

East Academy 283 D F F NR 0 F 44.9 F

Wright Preparatory Academy 111 F F F NR 0 F 34.4 F

Euclid Preparatory School 152 F F F NR 0 F 42.2 F

Foundation Academy 388 D D F NR 0 D 60.3 F

Hope Academy Northcoast 270 C F F NR 6.7 F 44.3 B

Hope Academy Northwest Campus 235 B D F NR 6.7 D 65 A

Lake Erie College Preparatory School 244 F F F NR 0 F 37.7 F

Lincoln Park Academy 205 C F F NR 0 D 51.2 F

Lorain Preparatory Academy 509 F D F NR 0 D 55.2 F

Monroe Preparatory Academy 115 F F F NR 12.5 F 49.1 F

Northeast Ohio College Preparatory School 490 D F F NR 8.7 F 48.5 D

Ohio College Preparatory School 273 D F F NR 0 D 50.5 D

Riverside Academy 261 D F F NR 0 F 43.2 F

South Columbus Preparatory Academy 80 B C D NR 66.7 B 80.4 NR

STEAM Academy of Warren 161 D F F NR 10 D 51.3 B

STEAM Academy of Warrensville Heights 166 F F F NR 0 F 43.4 F

University of Cleveland Preparatory School 342 D F F NR 0 F 48.5 F

West Park Academy 210 C F F NR 0 D 50.6 F

Youngstown Academy of Excellence 130 C F F NR 12.5 D 52.9 B
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Building Name

Gap Closing 

Points

Improving At-

Risk K3 

Readers Grade

Improving At-

Risk K3 

Readers 

Percent

Progress 

Component 

Grade

Overall 

Subgroup 

Value-Added 

Grade

Overall 

Subgroup 

Value-Added 

Gain Index

Gifted 

Subgroup 

Value-Added 

Grade

Gifted 

Subgroup 

Value-Added 

Gain Index

SWD Subgroup 

Value-Added 

Grade

Akron Preparatory School 34.6 D 25 F F -5.02 NR NC NR

Alternative Education Academy 8.9 F -29.4 F F -12.92 NR NC F

Broadway Academy 89.9 F 12.5 B B 1.27 NR NC NR

Canton College Preparatory School 50 A 85.2 C C -0.71 NR NC C

Cleveland Arts and Social Sciences Academy 16.7 C 36 F F -5.34 NR NC NR

Cleveland College Preparatory School 87.5 B 61.9 C D -1.12 NR NC C

Cleveland Preparatory Academy 33.3 NR NC F F -2.14 NR NC NR

Columbus Arts & Technology Academy 46.7 D 32.3 C D -1.9 NR NC NR

Columbus Bilingual Academy-North 0 D 23.7 F F -6.43 NR NC NR

Columbus Humanities, Arts and Technology Academy 100 C 50 B A 3.64 NR NC C

Cornerstone Academy Community School 100 B 62.2 B A 3.1 NR NC C

East Academy 37.5 D 18.2 B A 4.16 NR NC F

Wright Preparatory Academy 0 F 5.7 F F -4.31 NR NC NR

Euclid Preparatory School 0 F 8.3 F F -4.64 NR NC NR

Foundation Academy 33.3 D 25.9 B B 1.01 NR NC F

Hope Academy Northcoast 82.1 D 14.3 B A 4.64 NR NC C

Hope Academy Northwest Campus 100 C 44 A A 7.18 NR NC A

Lake Erie College Preparatory School 0 C 55.6 F F -8.88 NR NC NR

Lincoln Park Academy 32.1 D 24.4 A A 4.99 NR NC NR

Lorain Preparatory Academy 56.7 F -120 D F -3.59 NR NC F

Monroe Preparatory Academy 0 F 9.1 C D -2 NR NC D

Northeast Ohio College Preparatory School 63.5 D 34.2 D F -11.08 NR NC C

Ohio College Preparatory School 65.1 B 61 F F -3.95 NR NC F

Riverside Academy 0 D 16.3 C C -0.97 NR NC NR

South Columbus Preparatory Academy NC NR NC A A 2.17 NR NC NR

STEAM Academy of Warren 87.3 C 50 F F -3.86 NR NC NR

STEAM Academy of Warrensville Heights 0 D 25.6 F F -4.86 NR NC NR

University of Cleveland Preparatory School 45.7 C 46.4 D F -3.59 NR NC NR

West Park Academy 48.6 C 45.5 B A 2.67 NR NC C

Youngstown Academy of Excellence 89.9 D 21.7 C D -1.34 NR NC NR
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Building Name

SWD Subgroup 

Value-Added 

Gain Index

Lowest 20% 

Subgroup 

Value-Added 

Grade

Lowest 20% 

Subgroup 

Value-Added 

Gain Index

Grad Rate 

Component 

Grade

Letter Grade of 

4 Year Grad 

Rate 2017

4 Year Grad 

Rate 2017

Letter Grade of 

5 Year Grad 

Rate 2016

5 Year Grad 

Rate 2016

Prepared for 

Success 

Component 

Grade

Akron Preparatory School NC F -4.17 NR NR NC NR NC NR

Alternative Education Academy -5.36 F -2.62 F F 28.3 F 30.4 F

Broadway Academy NC B 1.61 NR NR NC NR NC NR

Canton College Preparatory School -0.45 C -0.87 NR NR NC NR NC NR

Cleveland Arts and Social Sciences Academy NC F -4.96 NR NR NC NR NC NR

Cleveland College Preparatory School -0.68 C 0.82 NR NR NC NR NC NR

Cleveland Preparatory Academy NC NR NC F F 46.8 F 44.4 F

Columbus Arts & Technology Academy NC C -0.69 NR NR NC NR NC NR

Columbus Bilingual Academy-North NC F -3.71 NR NR NC NR NC NR

Columbus Humanities, Arts and Technology Academy 0.35 A 3.72 NR NR NC NR NC NR

Cornerstone Academy Community School -0.46 C 0.81 NR NR NC NR NC NR

East Academy -2.22 F -2.06 NR NR NC NR NC NR

Wright Preparatory Academy NC F -3.36 NR NR NC NR NC NR

Euclid Preparatory School NC F -2.27 NR NR NC NR NC NR

Foundation Academy -2.89 C 0.04 NR NR NC NR NC NR

Hope Academy Northcoast 0.61 A 2.83 NR NR NC NR NC NR

Hope Academy Northwest Campus 4.27 A 6.41 NR NR NC NR NC NR

Lake Erie College Preparatory School NC F -5.35 NR NR NC NR NC NR

Lincoln Park Academy NC A 4.49 NR NR NC NR NC NR

Lorain Preparatory Academy -2.9 D -1.99 NR NR NC NR NC NR

Monroe Preparatory Academy -1.96 C -0.83 NR NR NC NR NC NR

Northeast Ohio College Preparatory School -0.37 F -2.51 D C 84.8 D 82.6 F

Ohio College Preparatory School -2.4 F -2.26 NR NR NC NR NC NR

Riverside Academy NC C 0.07 NR NR NC NR NC NR

South Columbus Preparatory Academy NC NR NC NR NR NC NR NC NR

STEAM Academy of Warren NC F -3.56 NR NR NC NR NC NR

STEAM Academy of Warrensville Heights NC F -3.62 NR NR NC NR NC NR

University of Cleveland Preparatory School NC C -0.63 NR NR NC NR NC NR

West Park Academy -0.21 B 1.8 NR NR NC NR NC NR

Youngstown Academy of Excellence NC C 0.7 NR NR NC NR NC NR
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Building Name

Prepared for 

Success 

Component 

Percent

Attendance 

Rate 2017-2018

Attendance 

Rate 2016-2017

Attendance 

Rate 2015-2016

Chronic 

Absenteeism 

Percent 2017-

2018

Akron Preparatory School NC 90.0 94.0 92.4 38.8

Alternative Education Academy 2.5 91.7 96.4 81.3 26

Broadway Academy NC 84.9 85.3 88.1 61.9

Canton College Preparatory School NC 88.9 91.6 92.4 43.7

Cleveland Arts and Social Sciences Academy NC 91.1 91.4 94.2 32.7

Cleveland College Preparatory School NC 87.4 92.5 92.1 49.2

Cleveland Preparatory Academy 5.6 81.1 89.5 87.6 65.1

Columbus Arts & Technology Academy NC 90.7 92.7 94.9 30.5

Columbus Bilingual Academy-North NC 94.6 92.1 94.2 11.9

Columbus Humanities, Arts and Technology Academy NC 93.1 94.7 95.0 21.1

Cornerstone Academy Community School NC 95.8 96.6 96.1 5.5

East Academy NC 85.6 89.1 91.6 56.4

Wright Preparatory Academy NC 88.6 89.2 NC 49.7

Euclid Preparatory School NC 86.9 NC NC 55

Foundation Academy NC 92.8 94.1 93.4 21.6

Hope Academy Northcoast NC 88.3 88.6 88.9 43.5

Hope Academy Northwest Campus NC 86.5 91.2 91.3 53.4

Lake Erie College Preparatory School NC 88.2 88.9 90.1 48.9

Lincoln Park Academy NC 86.9 89.5 93.9 50.6

Lorain Preparatory Academy NC 90.2 92.2 92.8 37.6

Monroe Preparatory Academy NC 91.7 90.0 92.3 31.6

Northeast Ohio College Preparatory School 4.3 89.8 92.2 91.5 38.8

Ohio College Preparatory School NC 86.8 91.2 90.6 54.9

Riverside Academy NC 82.9 85.4 88.3 63

South Columbus Preparatory Academy NC 88.7 NC NC 41.5

STEAM Academy of Warren NC 90.3 89.5 92.2 32.9

STEAM Academy of Warrensville Heights NC 91.9 94.4 94.3 30.7

University of Cleveland Preparatory School NC 88.7 89.4 89.8 45.1

West Park Academy NC 87.8 90.2 89.9 43.7

Youngstown Academy of Excellence NC 90.6 89.0 91.2 32.1
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Overall Grade

Achievement 

Component 

Grade

Performance 

Index Score 

Grade

Indicators Met 

Grade

Progress 

Component 

Grade

Overall Value-

Added Grade

Gifted Value-

Added Grade

Lowest 20% 

Value-Added 

Grade

Akron Preparatory School D F D F F F NR F

Alternative Education Academy F F F F F F NR F

Broadway Academy C D D F C C NR C

Canton College Preparatory School D F D F D F NR C

Cleveland Arts and Social Sciences Academy F F F F F F NR F

Cleveland College Preparatory School C D D F B B NR B

Cleveland Preparatory Academy F F F F D F NR C

Columbus Arts & Technology Academy D D D F F F NR F

Columbus Bilingual Academy-North D F D F D F NR D

Columbus Humanities, Arts and Technology Academy C D D F A A NR A

Cornerstone Academy Community School B C C F B B NR B

East Academy F F F F F F NR F

Wright Preparatory Academy D F F F D D NR D

Eastland Preparatory Academy D F F F B C NR B

Euclid Preparatory School D F F F F F NR F

Foundation Academy D D D F F F NR F

Hope Academy Northcoast D F F F C D NR C

Hope Academy Northwest Campus C D D F A A NR A

Lake Erie College Preparatory School D F F F D F NR D

Lincoln Park Academy D F F F B B NR A

Lorain Bilingual Preparatory Academy F F F F C D NR C

Lorain Preparatory Academy C D D F D F NR C

Monroe Preparatory Academy D F D F C D NR C

Montgomery Preparatory Academy F F F F C D NR C

Mount Auburn Preparatory Academy F F F F C D NR C

Northeast Ohio College Preparatory School D F D F D F NR D

Ohio College Preparatory School C F D F B B NR A

Riverside Academy F F F F D F NR F

South Columbus Preparatory Academy B D C F A A NR NR

STEAM Academy of Warren D F F F D D NR D

STEAM Academy of Warrensville Heights D F F F F F NR F

University of Cleveland Preparatory School D F F F D F NR D

West Park Academy D F F F C C NR C

Youngstown Academy of Excellence D F F F C D NR B
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SWD Value-

Added Grade

Gap Closing 

Component 

Grade

Graduation 

Component 

Grade

4-Year 

Graduation 

Rate Grade

5-Year 

Graduation 

Rate Grade

Improving At-

Risk K-3 

Readers 

Component 

Grade

Prepared for 

Success 

Component 

Grade

Akron Preparatory School F C NR NR NR D NR

Alternative Education Academy F F F F F F F

Broadway Academy C A NR NR NR D NR

Canton College Preparatory School B F NR NR NR C NR

Cleveland Arts and Social Sciences Academy NR F NR NR NR D NR

Cleveland College Preparatory School C B NR NR NR D NR

Cleveland Preparatory Academy NR F F F F F F

Columbus Arts & Technology Academy NR C F F NR C F

Columbus Bilingual Academy-North NR B NR NR NR NR NR

Columbus Humanities, Arts and Technology Academy NR C NR NR NR D NR

Cornerstone Academy Community School C B NR NR NR C NR

East Academy F F NR NR NR D NR

Wright Preparatory Academy NR F NR NR NR F NR

Eastland Preparatory Academy NR F NR NR NR F NR

Euclid Preparatory School NR B NR NR NR D NR

Foundation Academy F F NR NR NR D NR

Hope Academy Northcoast C F NR NR NR D NR

Hope Academy Northwest Campus A F NR NR NR B NR

Lake Erie College Preparatory School A B NR NR NR D NR

Lincoln Park Academy C F NR NR NR D NR

Lorain Bilingual Preparatory Academy NR F NR NR NR NR NR

Lorain Preparatory Academy C B NR NR NR B NR

Monroe Preparatory Academy C F NR NR NR D NR

Montgomery Preparatory Academy B F NR NR NR F NR

Mount Auburn Preparatory Academy NR F NR NR NR F NR

Northeast Ohio College Preparatory School C B B B A B F

Ohio College Preparatory School C B NR NR NR C NR

Riverside Academy C F NR NR NR F NR

South Columbus Preparatory Academy NR B NR NR NR C NR

STEAM Academy of Warren F F NR NR NR C NR

STEAM Academy of Warrensville Heights NR B NR NR NR D NR

University of Cleveland Preparatory School F F NR NR NR B NR

West Park Academy F F NR NR NR D NR

Youngstown Academy of Excellence D F NR NR NR D NR

Attachment 25: Organizational Performance Page 491



 

 
 

 

 

 

 

 

 

 

 

 

 

AKRON PREPARATORY SCHOOL 
SUMMIT COUNTY, OHIO 

 

AUDIT REPORT 

 

FOR THE FISCAL YEAR  

ENDED JUNE 30, 2019 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

James G. Zupka, CPA, Inc. 
Certified Public Accountants 

Attachment 26: Audited Financial Statements Page 492



            

Attachment 26: Audited Financial Statements Page 493



 
         Efficient         Effective         Transparent 

 

 

 
 
Members of the Board 
Akron Preparatory School 
1200 East Market Street 
Akron, Ohio 44316 
 
 
We have reviewed the Independent Auditor’s Report of Akron Preparatory School, Summit 
County, prepared by James G. Zupka, CPA, Inc., for the audit period July 1, 2018 through June 
30, 2019.  Based upon this review, we have accepted these reports in lieu of the audit required by 
Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying financial 
statements and, accordingly, we are unable to express, and do not express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  Akron Preparatory School is responsible for 
compliance with these laws and regulations. 
 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
January 27, 2020  
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JAMES G. ZUPKA, C.P.A., INC. 
Certified Public Accountants 

5240 East 98th Street 

Garfield Hts., Ohio 44125 
_________________ 

 
Member American Institute of Certified Public Accountants           (216) 475 - 6136                            Ohio Society of Certified Public Accountants 

 

 

INDEPENDENT AUDITOR’S REPORT 

 

To the Members of the Board  The Honorable Keith Faber 

Auditor of State 

State of Ohio 

Akron Preparatory School  

Akron, Ohio  

 

Report on the Financial Statements 

 

We have audited the accompanying financial statements of the Akron Preparatory School, 

Summit County, Ohio, (the School) as of and for the year ended June 30, 2019, and the related 

notes to the financial statements, which collectively comprise the School’s basic financial 

statements as listed in the table of contents. 

 
Management’s Responsibility for the Financial Statements 
 

Management is responsible for the preparation and fair presentation of these financial statements 

in accordance with accounting principles generally accepted in the United States of America; this 

includes the design, implementation, and maintenance of internal control relevant to the 

preparation and fair presentation of financial statements that are free from material misstatement, 

whether due to fraud or error. 

 

Auditor’s Responsibility 

 

Our responsibility is to express an opinion on these financial statements based on our audit.  We 

conducted our audit in accordance with auditing standards generally accepted in the United 

States of America and the standards applicable to financial audits contained in Government 

Auditing Standards, issued by the Comptroller General of the United States.  Those standards 

require that we plan and perform the audit to obtain reasonable assurance about whether the 

financial statements are free from material misstatement. 

 

An audit involves performing procedures to obtain audit evidence about the amounts and 

disclosures in the financial statements.  The procedures selected depend on the auditor’s 

judgment, including the assessment of the risks of material misstatement of the financial 

statements, whether due to fraud or error.  In making those risk assessments, the auditor 

considers internal control relevant to the School’s preparation and fair presentation of the 

financial statements in order to design audit procedures that are appropriate in the circumstances, 

but not for the purpose of expressing an opinion on the effectiveness of the School’s internal 

control.  Accordingly, we express no such opinion.  An audit also includes evaluating the 

appropriateness of accounting policies used and the reasonableness of significant accounting 

estimates made by management, as well as evaluating the overall presentation of the financial 

statements. 
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2 
 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 

basis for our audit opinion. 

 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, 

the financial position of the Akron Preparatory School as of June 30, 2019, and the changes in 

financial position and cash flows thereof for the year then ended in accordance with accounting 

principles generally accepted in the United States of America. 

 

Emphasis of Matter 

 

As described in Note 17 to the basic financial statements, the School is experiencing financial 

difficulties and has a deficit net position.  Management's plans in regard to this matter is also 

described in Note 17.  The basic financial statements do not include any adjustments that might 

result from the outcome of this uncertainty.  Our opinion is not modified with respect to this 

matter. 

 
Other Matters 
 
Required Supplementary Information 
 

Accounting principles generally accepted in the United States of America require that the 

Management’s Discussion and Analysis and Schedules of Net Pension and Postemployment 

Benefit Liabilities and Pension and Postemployment Benefit Contributions, as listed in the table 

of contents, be presented to supplement the basic financial statements.  Such information, 

although not a part of the basic financial statements, is required by the Governmental Accounting 

Standards Board, who considers it to be an essential part of financial reporting for placing the 

basic financial statements in an appropriate operational, economic, or historical context.  We 

have applied certain limited procedures to the required supplementary information in accordance 

with auditing standards generally accepted in the United States of America, which consisted of 

inquiries of management about the methods of preparing the information and comparing the 

information for consistency with management’s responses to our inquiries, the basic financial 

statements, and other knowledge we obtained during our audit of the basic financial statements.  

We do not express an opinion or provide any assurance on the information because the limited 

procedures do not provide us with sufficient evidence to express an opinion or provide any 

assurance. 
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Other Reporting Required by Government Auditing Standards 

 

In accordance with Government Auditing Standards, we have also issued our report dated 

December 20, 2019, on our consideration of the School’s internal control over financial reporting 

and on our tests of its compliance with certain provisions of laws, regulations, contracts, and 

grant agreements and other matters.  The purpose of that report is to describe the scope of our 

testing of internal control over financial reporting and compliance and the results of that testing, 

and not to provide an opinion on internal control over financial reporting or on compliance.  That 

report is an integral part of an audit performed in accordance with Government Auditing 

Standards in considering the School’s internal control over financial reporting and compliance. 

 

 
James G. Zupka, CPA, Inc. 

Certified Public Accountants 

 

December 20, 2019 
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AKRON PREPARATORY SCHOOL - SUMMIT COUNTY 
 
MANAGEMENT’S DISCUSSION AND ANALYSIS  
FOR THE FISCAL YEAR ENDED JUNE 30, 2019 (UNAUDITED)  
 

  4  

The discussion and analysis of the Akron Preparatory School (the School) financial performance provides 
an overall review of the School’s financial activities for the fiscal year ended June 30, 2019. The intent of 
this discussion and analysis is to look at the School’s’ financial performance as a whole; readers should 
also review the basic financial statements and notes to the basic financial statements to enhance their 
understanding of the School’s financial performance.  

FINANCIAL HIGHLIGHTS 
 
Key Financial Highlights for the School for the 2018-19 school year are as follows:  

• Total Assets increased by $212,749. 

• Total Liabilities decreased by $498,216. 

• Total Net Position decreased by $374,329.  

• Total Operating and Non-Operating revenues were $2,264,265. Total Operating and Non-
Operating expenses were $2,638,594. 
 

USING THIS ANNUAL REPORT 
  
This report consists of four parts: the MD&A, the basic financial statements, notes to those statements, 
and required Supplementary Information.  The basic financial statements include a Statement of Net 
Position, a Statement of Revenues, Expenses and Changes in Net Position, and a Statement of Cash 
Flows.   

The Statement of Net Position and Statement of Revenues, Expenses, and Changes in Net Position 
reflect how the School did financially during fiscal year 2019.  These statements include all assets, 
deferred outflows of resources, deferred inflows of resources, and liabilities using the accrual basis of 
accounting similar to the accounting used by most private-sector companies. This basis of accounting 
includes all of the current year revenues and expenses regardless of when cash is received or paid.  

These statements report the School’s Net Position and changes in that position. This change in Net 
Position is important because it tells the reader whether the financial position of the School has 
improved or diminished. The causes of this change may be the result of many factors, some financial, 
some not. Non-financial factors include the School’s’ student enrollment, per-pupil funding as 
determined by the State of Ohio, change in technology, required educational programs and other 
factors. 

The School uses enterprise presentation for all of its activities. 

Statement of Net Position - The Statement of Net Position answers the question of how the School did 
financially during 2019.  This statement includes all assets, deferred outflows of resources, liabilities, and 
deferred inflows of resources, both financial and capital, and short-term and long-term using the accrual 
basis of accounting and economic resource focus, which is similar to the accounting used by most 
private-sector companies.  This basis of accounting takes into account all revenues and expenses during 
the year, regardless of when the cash is received or paid.    
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AKRON PREPARATORY SCHOOL - SUMMIT COUNTY 
 
MANAGEMENT’S DISCUSSION AND ANALYSIS  
FOR THE FISCAL YEAR ENDED JUNE 30, 2019 (UNAUDITED)  
 

  5  

USING THIS ANNUAL REPORT (Continued) 
 
Table 1 provides a summary of the School’s Net Position for fiscal year 2019 and 2018.  

 

Assets

Current Assets  $                184,839  $                  66,622 

Noncurrent Assets                       88,649                                -   

Capital Assets, Net                         5,883                                -   

     Total Assets                    279,371                       66,622 

Deferred Outflows of Resources                    668,866                 1,512,833 

       

Liabilities        

Current Liabilities                 1,904,341                 1,409,325 

NonCurrent Liabilities                 2,084,767                 3,077,999 

      Total Liabilties                 3,989,108                 4,487,324 

Deferred Inflows of Resources                 1,431,967                 1,190,640 

Net Position

Investment in Capital Assets                         5,883                                -   

Unrestricted               (4,478,721)               (4,098,509)

      Total Net Position  $           (4,472,838)  $           (4,098,509)

 

Table 1

Statement of Net Position

2019 2018
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AKRON PREPARATORY SCHOOL - SUMMIT COUNTY 
 
MANAGEMENT’S DISCUSSION AND ANALYSIS  
FOR THE FISCAL YEAR ENDED JUNE 30, 2019 (UNAUDITED)  
 

  6  

USING THIS ANNUAL REPORT (continued) 
 
The School has adopted GASB Statement 68, “Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27,” and GASB Statement 75, “Accounting and Financial Reporting for 
Postemployment Benefits Other Than Pensions,” which significantly revises accounting for costs and 
liabilities related to other postemployment benefits (OPEB).  For reasons discussed below, many end 
users of this financial statement will gain a clearer understanding of the School’s actual financial 
condition by adding deferred inflows related to pension and OPEB, the net pension liability and the net 
OPEB asset/liability to the reported net position and subtracting deferred outflows related to pension 
and OPEB and net OPEB asset. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OBEP liability.  GASB 68 and GASB 
75 take an earnings approach to pension and OPEB accounting; however, the nature of Ohio’s statewide 
pension/OPEB plans and state law governing those systems requires additional explanation in order to 
properly understand the information presented in these statements. 
 
GASB 68 and GASB 75 require the net pension liability and the net OPEB liability to equal the School’s 
proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 
 
GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, 
benefits, and the promise of a future pension and other postemployment benefits.  GASB noted that the 
unfunded portion of this promise is a present obligation of the government, part of a bargained-for 
benefit to the employee, and should accordingly be reported by the government as a liability since they 
received the benefit of the exchange.  However, the School is not responsible for certain key factors 
affecting the balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension 
benefits with the employer.  Both employer and employee contribution rates are capped by State 
statute.  A change in these caps requires action of both Houses of the General Assembly and approval of 
the Governor.  Benefit provisions are also determined by State statute.  The Ohio revised Code permits, 
but does not require the retirement systems to provide healthcare to eligible benefit recipients.  The 
retirement systems may allocate a portion of the employer contributions to provide for these OPEB 
benefits. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS  
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  7  

USING THIS ANNUAL REPORT (Continued) 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a 
specific, legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension/OPEB plan as against the public employer.  State law 
operates to mitigate/lessen the moral obligation of the public employer to the employee, because all 
parties enter the employment exchange with notice as to the law.  The retirement system is responsible 
for the administration of the pension and OPEB plans 
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. 
sick and vacation leave), are satisfied through paid time-off or termination payments.  There is no 
repayment schedule for the net pension liability or the net OPEB liability.  As explained above, changes 
in benefits, contribution rates, and return on investments affect the balance of these liabilities, but are 
outside the control of the local government.  In the event that contributions, investment returns, and 
other changes are insufficient to keep up with required payments, State statute does not assign/identify 
the responsible party for the unfunded portion.  Due to the unique nature of how the net pension 
liability and the net OPEB liability are satisfied, these liabilities are separately identified within the long-
term liability section of the statement of net position. 
 
In accordance with GASB 68 and GASB 75, the School’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate 
share of each plan’s change in net pension liability and net OPEB asset/liability, respectively, not 
accounted for as deferred inflows/outflows.  
 
The increase in current assets is primarily due to the increase in intergovernmental receivables at year 
end and the addition of the OPEB Asset as required by GASB75. The increase in current liabilities is 
primarily due to increases in accounts payable and accrued expenses. 
 
There was a significant change in net pension / OPEB liability / asset for the school.  The fluctuations are 
due to changes in the actuarial liabilities / assets and related accruals that are passed through to the 
school’s financial statement.  All components of pension and OPEB accruals contribute to the 
fluctuations in deferred outflows / inflows and net pension/liabilities/asset and are described in more 
detail in their respective notes. 
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USING THIS ANNUAL REPORT (Continued) 
 
Statement of Revenues, Expenses and Change in Net Position - Table 2 shows the change in Net 
Position for fiscal year 2019, as well as a listing of revenues and expenses.   This change in Net Position is 
important because it tells the reader that, for the School as a whole, the financial position of the School 
has improved or diminished. The cause of this may be the result of many factors, some financial, some 
not.  Non-financial factors include the current laws in Ohio restricting revenue growth, facility 
conditions, required educational programs and other factors. 
 

Operating Revenues

State Aid  $             1,880,781  $             1,556,549 

Other                         1,861                       86,352 

     Total Operating Revenues                 1,882,642                 1,642,901 

Operating Expenses       

Salaries                                -                      698,490 

Fringe Benefits                                -                      157,028 

Fringe Benefits - GASB 68 & 75                                -                     (493,986)

Purchased Services                 2,411,446                 1,232,592 

Materials and Supplies                       54,535                    112,116 

Depreciation                         2,942                       54,977 

Other                       23,008                       32,724 

      Total Operating Expenses                 2,491,931                 1,793,941 

Operating (Loss)                   (609,289)                   (151,040)

Non-Operating Revenues (Expenses)

Federal Grants                    381,623                    331,470 

Interest Expense                   (146,663)                     (44,610)

      Total Non-Operating Revenues (Expenses)                    234,960                    286,860 

 

Change in Net Position  $               (374,329)  $                135,820 

Table 2

Change in Net Position

2019 2018

 
The increase in State Aid and Federal Grants is caused by an increase in enrollment from 175 students in 
2018 to 218 students in 2019.  Starting with fiscal year 2019, payroll is no longer processed by the 
School. It is now a purchased service from the management company.  
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USING THIS ANNUAL REPORT (continued) 
 

BUDGETING HIGHLIGHTS 
 
Unlike other public schools located in the State of Ohio, community schools are not required to follow 
budgetary provisions set forth in Ohio Rev. Code Chapter 5705 (with the exception section 5705.391 – 
Five Year Forecasts), unless specifically provided in the community school’s contract with its Sponsor. 

The contract between the School and its Sponsor does prescribe a budgetary process. The School must 
prepare and submit a detail budget for every fiscal year to the Board of Directors and its Sponsor.  The 
five-year forecast is also submitted to the Ohio Department of Education, annually. 
 

CAPITAL ASSETS  

At fiscal year-end, the net book value of the School’s capital assets was $5,883.   This included capital 
additions in the current year of $8,825 and depreciation expense was $2,942. For more information on 
capital assets, see Note 5 of the Basic Financial Statements. 
 

WORKING CAPITAL ADVANCES 
 
During the fiscal year, the School received working capital monies from Charter School Capital through a 
receivables purchase agreement. As the School receives monthly State funding, these advances are 
repaid, however, the School may elect to receive additional advances from Charter School Capital by 
entering into additional agreements.  
 

CURRENT FINANCIAL ISSUES 
 
The School is a community School and is funded through the State of Ohio Foundation Program.  The 
School relies on this, as well as, State and Federal funds as its primary source of revenue.   In 2019, the 
State raised the base per pupil funding to $6,020, which is up from $6,010 in the previous year.  
Additionally, community schools in Ohio will be allocated a small amount of facilities funding which is 
also per pupil based.  This amount is projected to be $200 per pupil. 
 
The full-time equivalent enrollment of the School for the year ended June 30, 2019 was 218 compared 
to a figure of 175 at the end of fiscal year 2018. 
 
Overall, the School will continue to provide learning opportunities and apply resources to best meet the 
needs of the students served.  
 

CONTACTING THE SCHOOL’S FINANCIAL MANAGEMENT  
 
This financial report is designed to provide our citizen’s, taxpayers, investors and creditors with a 
general overview of the School’s finances and to demonstrate accountability for the money it receives. If 
you have questions about this report or need additional information, contact the School’s Fiscal Officer, 
C. David Massa, CPA of Massa Financial Solutions, LLC, 1144 East Market St, Akron, OH 44305.
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Assets:

Current Assets:

    Cash and Cash Equivalents 70,858$               

    Intergovernmental Receivable 96,981

    Security Deposit 17,000

      Total Current Assets 184,839

Noncurrent Assets:

  Net OPEB Asset 88,649

  Capital Assets, net of Accumulated Depreciation 5,883

      Total Noncurrent Assets 94,532

Total Assets 279,371               

Deferred Outflows of Resources:

    Pension 628,031               

    OPEB 40,835                 

Total Deferred Outflows of Resources 668,866               

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 68,150                 

    Accounts Payable, Related Party 1,272,727            

    Accrued Expenses 100,718               

    Current Portion of Long-Term Debt 82,746                 

    Advances Payable 380,000               

       Total Current Liabilities 1,904,341            

Noncurrent Liabilities:

  Net Pension Liability 1,429,939

  Net OPEB Liability 107,603

  Noncurrent Portion of Long-Term Debt 547,225

    Total Noncurrent Liabilities 2,084,767

       Total Liabilities 3,989,108

Deferred Inflows of Resources:

    Pension 1,059,193            

    OPEB 372,774               

Total Deferred Inflows of Resources 1,431,967            

Net Position:

  Invested in Capital Assets 5,883

  Unrestricted Net Position (4,478,721)

  Total Net Position (4,472,838)$        

See Accompanying Notes to the Basic Financial Statements
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Operating Revenues:

  State Aid 1,880,781$          

  Miscellaneous 1,861

    Total Operating Revenues 1,882,642

Operating Expenses:

  Purchased Services 2,411,446

  Depreciation 2,942

  Supplies 54,535

  Other Operating Expenses 23,008

    Total Operating Expenses 2,491,931

      Operating Loss (609,289)

Non-Operating Revenues and (Expenses):

  Federal and State Grants 381,623

  Interest Expense (146,663)              

    Net Nonoperating Revenues and (Expenses) 234,960

Change in Net Position (374,329)              

Net Position Beginning of Year (4,098,509)          

Net Position End of Year (4,472,838)$        

See Accompanying Notes to the Basic Financial Statements

 
 
 

Attachment 26: Audited Financial Statements Page 508



AKRON PREPARATORY SCHOOL - SUMMIT COUNTY 
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2019 

  12  

 

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 1,897,078$          

Other Operating Receipts 1,861                    

Cash Payments to Suppliers for Goods and Services (709,341)              

Cash Payments to Employees for Services (829,419)              

Cash Payments for Employee Benefits (253,572)              

Net Cash Provided By Operating Activities 106,607               

CASH FLOWS FROM INVESTMENT ACTIVITIES

Purchase of Assets (8,825)                  

Net Cash Used for Investment Activities (8,825)                  

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Federal and State Grant Receipts 291,302               

Net Cash Provided By Noncapital Financing Activities 291,302               

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Charter School Capital Advances 1,147,100            

Charter School Capital Cost of Funding (77,192)                

Charter School Capital Redemptions (1,150,400)          

Interest on Notes Payable (69,472)                

Note Payable Principal Payments (191,677)              

Net Cash Used For Capital and Related Financing Activities (341,641)              

Net Increase in Cash and Cash Equivalents 47,443                 

Cash and Cash Equivalents - Beginning of the Year 23,415                 

Cash and Cash Equivalents - Ending of the Year 70,858$               

See Accompanying Notes to the Basic Financial Statements  
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Reconciliation of Operating Loss to Net Cash Provided By Operating Activities

Operating Loss (609,289)$            

Adjustments to Reconcile Operating Loss to Net Cash Provided By Operating Activities

Depreciation 2,942                    

Changes in Assets, Liabilities, and Deferred Inflows and Outflows:

(Increase)/Decrease in Receivables 19,547                 

(Increase)/Decrease in Net OPEB Asset (88,649)                

(Increase)/ Decrease in Deferred Outflows 843,967               

Increase/ (Decrease) in Deferred Inflows 241,327               

Increase/ (Decrease) in Net Pension/OPEB Liability (792,945)              

Increase/(Decrease) in Accounts Payable, Trade and Related Party 427,878               

Increase/(Decrease) in Accrued Expenses 69,389                 

Increase/(Decrease) in Withholdings Payable (7,560)                  

Net Cash Provided By Operating Activities 106,607$             

See Accompanying Notes to the Basic Financial Statements  
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NOTE 1 - DESCRIPTION OF THE ENTITY 
 
The Akron Preparatory School, (the School) is a federally recognized 501(c)(3) and Ohio nonprofit 
corporation established pursuant to Ohio Revised Code Chapters 3314 and 1702.  The School’s mission is 
to provide an orderly and supportive environment whereby students experience preparations for 
college, career and life. The School operates on a foundation, which fosters character building for all 
students, parents and staff members.  The School, which is part of the State’s education program, is 
independent of any School and is nonsectarian in its programs, admission policies, employment 
practices, and all other operations.  The School may acquire facilities as needed and contract for any 
services necessary for the operation of the School. 
 
The School was approved for operation under a contract with Ohio Council of Community Schools 
(“OCCS”) (the Sponsor) for a five-year period commencing on July 1, 2013 and was renewed for a 
subsequent five-year term on July 1, 2018.  The Sponsor is responsible for evaluating the performance of 
the School and has the authority to deny renewal of the contract at its expiration or terminate the 
contract prior to its expiration.  
 
The School operates under the direction of a Board of Directors (the Board).  The Board is responsible 
for carrying out the provisions of the contract which include, but are not limited to, state mandated 
provisions regarding student populations, curriculum, academic goals, performance standards, 
admissions standards, and qualifications of teachers.  The Board controls the School’s instructional and 
administrative staff. 
 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The basic financial statements of the School have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental nonprofit organizations.  The Governmental 
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental 
accounting and financial reporting principles. The more significant of the School’s accounting policies are 
described below. 
 
Basis of Presentation - The School’s basic financial statements consist of a Statement of Net Position, a 
Statement of Revenue, Expenses and Changes in Net Position, and a Statement of Cash Flows. Enterprise 
fund reporting focuses on the determination of the changes in Net Position, financial position and cash 
flows. 
 
The Governmental Accounting Standards Board requires the presentation of all financial activity to be 
reported within one enterprise fund for year-ending reporting purposes.  Enterprise accounting is used 
to account for operations that are financed and operated in a manner similar to private business 
enterprise where the intent is that the cost (expense) of providing goods and services to the general 
public on a continuing basis be financed or recovered primarily through user charges. 

 
 
 
 

Attachment 26: Audited Financial Statements Page 511



AKRON PREPARATORY SCHOOL - SUMMIT COUNTY 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2019 
 

  15  

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Measurement Focus and Basis of Accounting - The accounting and financial reporting treatment is 
determined by measurement focus. Enterprise accounting uses a flow of economic resources 
measurement focus. Under this measurement focus, all assets, all deferred outflows of resources, all 
liabilities, and all deferred inflows of resources are included on the Statement of Net Position. The 
Statement of Revenues, Expenses and Changes in Net Position presents increases (e.g., revenues) and 
decreases (e.g., expenses) in total Net Position. 

 
Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported 
in the financial statements.  Basis of accounting is used for reporting purposes.  Revenues are 
recognized when they are earned, and expenses are recognized when they are incurred.  

 

Budgetary Process - Community schools are statutorily required to adopt a budget by Ohio Revised 
Code 3314.032(C). However, unlike traditional public schools located in the State of Ohio, community 
schools are not required to follow the specific budgetary process and limits set forth in the Ohio Revised 
Code Chapter 5705, unless specifically provided in the contract between the School and its Sponsor. The 
contract between the School and its Sponsor does not require the School to follow the provisions Ohio 
Revised Code Chapter 5705; therefore, no budgetary information is presented in the basic financial 
statements.  

       
Cash and Cash Equivalents - Cash received by the School is reflected as “Cash and Cash Equivalents” on 
the Statement of Net Position.  The School did not have any investments during the period ended June 
30, 2019. 

    
Prepaid Items - Payments made to vendors for services that will benefit periods beyond June 30, 2019, 
are recorded as prepaid items using the consumption method. A current asset for the prepaid amount is 
recorded at the time of the purchase and an expense is reported in the year in which services are 
consumed. 

      
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported 
in the financial statements and accompanying notes.  Actual results may differ from these estimates. 

 
Capital Assets and Depreciation - Capital assets are capitalized at cost. Donated Capital Assets are 
recorded at their acquisition values as of the date received. The costs of additions are capitalized and 
expenditures for repairs and maintenance are expensed when incurred.  When property is sold or 
retired, the related costs and accumulated depreciation are removed from the financial records and any 
gain or loss is included in additions to or deductions from Net Position.  
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Capital Assets and Depreciation (continued) 
 
Capital assets had a net book value of zero at June 30, 2019, net of accumulated depreciation.  
Depreciation of capital assets is calculated utilizing the straight-line method over the estimated useful 
lives of the assets which are as follows: 

  
Asset Class                               Useful Life 
Computers & Technology Assets  3 years 
Furniture, Fixtures, & Equipment       5 years 
Textbooks     3 years       

 
The School’s policy for asset capitalization threshold is $5,000. Assets or certain asset groups not 
meeting the capitalization threshold are not capitalized and are not included in the assets represented 
in the accompanying Statement of Net Position. 

 
Intergovernmental Revenues - The School currently participates in the State Foundation Program. 
Revenues received from this program are recognized as operating revenues in the accounting period in 
which all eligibility requirements have been met. 

 
Grants and entitlements are recognized as non-operating revenues in the accounting period in which 
eligibility requirements have been met. 

 
Eligibility requirements include timing requirements, which specify the year when the resources are 
required to be used or the fiscal year when use is first permitted, matching requirements, in which the 
School must provide local resources to be used for a specified purpose, and expenditure requirements, 
in which the resources are provided to the School on a reimbursement basis. 

 
The School also participates in various federal programs passed through the Ohio Department of 
Education. 

 
Under the above programs the School recorded $1,880,781 this fiscal year from the Foundation Program 
and Casino Tax Revenues. $381,623 was recognized from Federal Grants. 
 
Operating and Non-Operating Revenues and Expenses - Operating revenues are those revenues that 
are generated directly from the primary activities of the School.  For the School, these revenues are 
primarily the State Foundation program.  Operating expenses are necessary costs incurred to provide 
the good or service that is the primary activity of the School.  All revenues and expenses not meeting 
this definition are reported as non-operating.   
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Operating and Non-Operating Revenues and Expenses (continued) 
 
Non-operating revenues are those revenues that are not generated directly from the primary activities 
of the School.  Various federal and state grants, interest earnings, if any, and other miscellaneous 
revenues comprise the non-operating revenues of the School.  Interest and fiscal charges on outstanding 
obligations, as well as gain or loss on capital asset disposals, if any comprise the non-operating 
expenses. 

 
Compensated Absences - Vacation is taken in a manner which corresponds with the school calendar; 
therefore, the School does not accrue vacation time as a liability. 

 
Sick/personal leave benefits are earned by full-time employees at the rate of ten days per year and 
cannot be carried into the subsequent years.  No accrual for sick time is made since unused time is not 
paid to employees upon employment termination. 
 
Accrued Liabilities - Obligations incurred but unpaid at June 30 are reported as accrued liabilities in the 
accompanying financial statements.  These liabilities consisted of Accounts Payable, Accrued Expenses, 
Advances Payable, and Current Portion of Long-Term Debt totaling $1,904,341 at June 30, 2019. 

 
Exchange and Non-Exchange Transactions - Revenue resulting from exchange transactions, in which 
each party gives and receives essentially equal value, is recorded on the accrual basis when the 
exchange takes place. Non-exchange transactions, in which the School receives value without directly 
giving equal value in return, include grants, entitlements and donations.  Revenue from grants, 
entitlements and donations is recognized in the fiscal year in which all eligibility requirements have been 
satisfied.  Eligibility requirements include timing requirements, which specify the year when the 
resources are required to be used or the fiscal year when use is first permitted, matching requirements, 
in which the School must provide local resources to be used for a specified purpose, and expenditures 
requirements, in which the resources are provided to the School on a reimbursement basis. 
     
Net Position - Net Position represents the difference between assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources. Net Position is reported as restricted when there are 
limitations imposed on their use through external restriction imposed by creditors, grantors, or laws and 
regulations of other governments.  The School applies restricted resources when an expense is incurred 
for purposes for which both restricted and unrestricted Net Position are available. Net Position invested 
in capital assets consist of capital assets, net of accumulated depreciation, reduced by the outstanding 
balances of any borrowings used for the acquisition, construction, or improvement of those assets. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Deferred Inflows and Deferred Outflows of Resources - In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of resources represent a consumption of net position that applies to a future period and will not be 
recognized as an outflow of resources (expense/expenditure) until then.  For the School, deferred 
outflows of resources are reported on the government-wide statement of net position for pension and 
OPEB.  The deferred outflows of resources related to pension and OPEB plans are explained in Note 9 
and 10.  
  
In addition to liabilities, the statements of financial position report a separate section for deferred 
inflows of resources. Deferred inflows of resources represent an acquisition of net position that applies 
to a future period and will not be recognized until that time. For the School, deferred inflows of 
resources include pension and OPEB. These amounts are deferred and recognized as an inflow of 
resources in the period the amounts become available.  Deferred inflows of resources related to pension 
and OPEB plans are reported on the government-wide statement of net position. (See Note 9 and 10)  
 
Pensions/Other Postemployment Benefits (OPEB) - For purposes of measuring the net pension/OPEB 
asset/liability, deferred outflows of resources and deferred inflows of resources related to 
pensions/OPEB, and pension/OPEB expense, information about the fiduciary net position of the 
pension/OPEB plans and additions to/deductions from their fiduciary net positon have been determined 
on the same basis as they are reported by the pension/OPEB plan.  For this purpose, benefit payments 
(including refunds of employee contributions) are recognized when due and payable in accordance with 
the benefit terms.  The pension/OPEB plans report investments at fair value. 
 

NOTE 3 - CASH AND CASH EQUIVALENTS 
 
The following information classifies deposits by category of risk as defined in GASB Statement No.3 
“Deposits with Financial Institutions, Investments (including Repurchase Agreements) and Reverse 
Repurchase Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk 
Disclosures”. 
 
The School maintains its cash balances at one financial institution, PNC Bank, located in Ohio. The 
balances are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying 
account. At June 30, 2019, the book amount of the School’s deposits was $70,858 and the bank balance 
was $71,759.  
 
The School had no deposit policy for custodial risk beyond the requirement of state statute. Ohio law 
requires that deposits either be insured or be protected by eligible securities pledged to and deposited 
either with the School or a qualified trustee by the financial institution as security for repayment or by a 
collateral pool of eligible securities deposited with a qualified trustee to secure repayment of all public 
monies deposited in the financial institution whose market value shall be at least 105% of deposits being 
secured. At June 30, 2019, none of the bank balance was exposed to custodial credit risk. 
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NOTE 4 - RECEIVABLES 
 
The School had Intergovernmental receivables of $96,981 at June 30, 2019. These receivables 
represented monies due to the School from government sources, but not received as of June 30, 2019.   
Amounts are expected to be collected within one year. 
 

NOTE 5 - CAPITAL ASSETS  
 
For the period ending June 30, 2019, the School’s capital assets consisted of the following: 
 

 

NOTE 6 - ADVANCES PAYABLE 
 
During the fiscal year ending 2019, the School received working capital advances from Charter School 
Capital through a receivables purchase agreement. As the School receives its monthly State funding, 
these advances are repaid, however, the School may elect to receive future advances from Charter 
School Capital by entering into additional agreements.  The total cost of funding for the year was 
$77,192. 
 
The total amount of advances outstanding at June 30, 2019 was $380,000.  The activity for the year is 
reflected as follows: 

 
 
 
 

Balance Balance

06/30/18 Additions Deletions 06/30/19

Capital Assets:

Furniture & Equipment 243,196$       -$                 -$              243,196$          

Computers & Software 284,911         8,825               -                293,736            

Textbooks 36,771            -                   -                36,771              

Total Capital Assets 564,878         8,825               -                573,703            

Less Accumulated Depreciation:

Furniture & Equipment (243,196)        -                   -                (243,196)          

Computers & Software (284,911)        (2,942)             -                (287,853)          

Textbooks (36,771)          -                   -                (36,771)             

Total Accumulated Depreciation (564,878)        (2,942)             -                (567,820)          

Total Capital Assets, Net -$                5,883$            -$              5,883$              

Balance 

6/30/2018 Additions Reductions

Balance 

6/30/2019

Charter School Capital 383,300$          1,147,100$    (1,150,400)$   380,000$          

383,300$          1,147,100$    (1,150,400)$   380,000$          
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NOTE 7- LONG-TERM OBLIGATIONS 
 
In addition to Post Employment Benefit Liabilities, the School had notes payable totaling $629,971 
outstanding at June 30, 2019. These amounts were previously recorded as advances and were converted 
into notes at the end of the fiscal year.  The first note is from Cleveland College Preparatory School in 
the amount of $316,500. The note began on June 30, 2016 and matures on June 30, 2026. The annual 
interest rate is 3.5%. The second note is from Northeast Ohio College Preparatory School in the amount 
of $555,500. The note began on June 30, 2016 and matures on June 30, 2026. The annual interest rate is 
3.5%. 
 
The changes in the School’s long-term obligations during fiscal year 2019 were as follows: 

NOTE 8 - RISK MANAGEMENT 
 

Property & Liability - The School is exposed to various risks of loss related to torts; theft of, damage to, 
and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  During the 
fiscal year ending June 30, 2019, the School contracted with Cincinnati Insurance Company for general 
liability insurance with a $1,000,000 each occurrence/ $2,000,000 annual aggregate, as well as, a 
$1,000,000 of automobile liability coverage and an umbrella policy with a $10,000,000 aggregate limit.  
The School also had a $1,000,000 School Leaders policy in place through National Union Fire Insurance. 

 
Workers’ Compensation - The School pays the State Worker’s Compensation System a premium for 
employee injury coverage.  The premium is calculated by multiplying the monthly total gross payroll by a 
factor that is calculated by the State.  
 
Employee Medical and Dental Benefits - The School provides medical, vision, and dental insurance 
benefits through Anthem to all full-time employees. During the School year, the School paid 90% of the 
monthly premiums for all employees. 
 

 

Balance 

6/30/2018 Additions Reductions

Balance 

6/30/2019

Due Within 

One Year

Post Employment Liability

Net Pension Liability 1,952,188$             -$                 (522,249)$            1,429,939$            -$                   

Net OPEB Liability 378,299                   -                    (270,696)               107,603                  -                     

Total Post Employment Liability 2,330,487               -                     (792,945)               1,537,542               -                     

Cleveland College Prep - Notes Payable 289,499                   -                    (64,002)                 225,497                  30,145              

NE Ohio College Prep - Notes Payable 532,149                   -                    (127,675)               404,474                  52,601              

Total Notes Payable 821,648                   -                    (191,677)               629,971                  82,746              

Total Long-Term Obligations 3,152,135$             -$                 (984,622)$            2,167,513$            82,746$            
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS 
  

Net Pension Liability 
 
The net pension liability reported on the Statement of Net Position represents a liability to employees 
for pensions. Pensions are a component of exchange transactions-–between an employer and its 
employees—of salaries and benefits for employee services.  Pensions are provided to an employee—on 
a deferred-payment basis—as part of the total compensation package offered by an employer for 
employee services each financial period.  The obligation to sacrifice resources for pensions is a present 
obligation because it was created as a result of employment exchanges that already have occurred. 
 
The net pension liability represents the School’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   
 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which pensions are financed; however, the School 
does receive the benefit of employees’ services in exchange for compensation including pension.  
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded 
liabilities within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must 
propose corrective action to the State legislature.  Any resulting legislative change to benefits or funding 
could significantly affect the net pension liability.   Resulting adjustments to the net pension liability 
would be effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension 
liability on the accrual basis of accounting.  Any liability for the contractually-required pension 
contribution outstanding at the end of the year is included in accrued expenses on the accrual basis of 
accounting.   
 
Plan Description - School Employees Retirement System (SERS) 
 
Plan Description – School non-teaching employees participate in SERS, a cost-sharing, multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability, and 
survivor benefits, annual cost-of-living adjustments, and death benefits to plan members and 
beneficiaries.   
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 

Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  SERS issues 
a publicly available, stand-alone financial report that includes financial statements, required 
supplementary information, and detailed information about SERS’ fiduciary net position.  That report 
can be obtained by visiting the SERS website at www.ohsers.org under Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 
 

Eligible to Eligible to

Retire on or before Retire on or after

August 1, 2017 * August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 65 with 5 years of service credit Age 57 with 30 years of service credit

Actuarially Reduced Benefits Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or

Age 55 with 25 years of service credit Age 60 with 25 years of service credit

* Members with 25 years of service credit as of August 1, 2017, will be included in this plan.  
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on years of service; 2.2 percent for the first thirty years of service and 2.5 percent for years 
of service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
One year after an effective benefit date, a benefit recipient is entitled to a 2.5 percent cost-of-living 
adjustment (COLA).  This same COLA is added each year to the base benefit amount on the anniversary 
date of the benefit. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the School is required to contribute 14 percent of annual covered payroll.  The contribution 
requirements of plan members and employers are established and may be amended by the SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent 
for employers.  The Retirement Board, acting with the advice of the actuary, allocates the employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare 
B Fund, and Health Care Fund).  For the fiscal year ended June 30, 2019, the allocation to pension, death 
benefits, and Medicare B was 13.5 percent.  SERS allocated 0.5 percent of employer contributions to the 
Health Care Fund for fiscal year 2019. 
 
The School’s contractually required contribution to SERS was $17,742 for fiscal year 2019.   

Attachment 26: Audited Financial Statements Page 519

http://www.ohsers.org/


AKRON PREPARATORY SCHOOL - SUMMIT COUNTY 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2019 
 

23 
 

NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 
3307. For the DB Plan, from August 1, 2015–July 1, 2017, any member could retire with reduced benefits 
who had (1) five years of service credit and age 60; (2) 26 years of service credit and age 55; or (3) 30 
years of service credit regardless of age. Effective August 1, 2017–July 1, 2019, any member may retire 
with reduced benefits who has (1) five years of service credit and age 60; (2) 27 years of service credit 
and age 55; or (3) 30 years of service credit regardless of age. Eligibility changes will continue to be 
phased in through August 1, 2026, when retirement eligibility for unreduced benefits will be five years 
of service credit and age 65, or 35 years of service credit and at least age 60. Retirement eligibility for 
reduced benefits will be five years of service credit and age 60, or 30 years of service credit regardless of 
age. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  Effective July 1, 2017, employer contributions of 9.53 percent are placed in 
the investment accounts and the remaining 4.47 percent of the 14 percent employer rate is allocated to 
the defined benefit unfunded liability. A member is eligible to receive a retirement benefit at age 50 and 
termination of employment.  The member may elect to receive a lifetime monthly annuity or a lump 
sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 
percent of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to 
the DB Plan. In the Combined Plan, member contributions are allocated among investment choices by 
the member, and employer contributions are used to fund a defined benefit payment. A member’s 
defined benefit is determined by multiplying one percent of the member’s final average salary by the 
member’s years of service credit. The defined benefit portion of the Combined Plan payment is payable 
to a member on or after age 60 with five years of service. The DC portion of the account may be taken as 
a lump sum or converted to a lifetime monthly annuity at age 50 and termination of employment. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or 
transfer to another STRS plan.  The optional annuitization of a member’s defined contribution account 
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
or the defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in 
STRS bearing the risk of investment gain or loss on the account.  STRS has therefore included all three 
plan options as one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who 
become disabled are entitled only to their account balance.  If a member of the DC Plan dies before 
retirement benefits begin, the member’s designated beneficiary is entitled to receive the member’s 
account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2019, plan members were required to contribute 14 percent of their annual covered salary. The 
School was required to contribute 14 percent; the entire 14 percent was the portion used to fund 
pension obligations.  The fiscal year 2019 contribution rates were equal to the statutory maximum rates. 

 

The School’s contractually required contribution to STRS was $87,965 for fiscal year 2019.  
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
 
The net pension liability was measured as of June 30, 2018, and the total pension liability used to 
calculate the net pension liability was determined by an independent actuarial valuation as of that date. 
The School’s employer allocation percentage of the net pension liability was based on the employer’s 
share of employer contributions in the pension plan relative to the total employer contributions of all 
participating employers. 
 
Following is information related to the proportionate share and pension expense: 
 

SERS STRS Total

Proportion of the Net Pension Liability

  Prior Measurement Date 0.00176382% 0.00777431%

Proportion of the Net Pension Liability

  Current Measurement Date 0.00378780% 0.00551673%

Change in Proportionate Share 0.00202398% -0.00225758%

Proportionate Share of the Net Pension

  Liability 216,934$          1,213,005$       1,429,939$       

Pension Expense 77,808$            475,636$          553,444$          
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due 
to the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, changes in assumptions and changes in the School’s proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods. The difference between projected and actual investment 
earnings is recognized in pension expense using a straight-line method over a five-year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight-line method. 
Employer contributions to the pension plan subsequent to the measurement date are also required to 
be reported as a deferred outflow of resources.  
 
At June 30, 2019 the School reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 11,899$            28,000$            39,899$            

Changes of assumptions 4,899                 214,967            219,866            

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 68,948               193,611            262,559            

School contributions subsequent to the 

  measurement date 17,742               87,965               105,707            

Total Deferred Outflows of Resources 103,488$          524,543$          628,031$          

 
Deferred Inflows of Resources

Differences between expected and

  actual experience -$                   7,921$               7,921$               

Net difference between projected and

  actual earnings on pension plan investments 6,008                 73,558               79,566               

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 27,452               944,254            971,706            

Total Deferred Inflows of Resources 33,460$            1,025,733$       1,059,193$       
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
$105,707 reported as deferred outflows of resources related to pension resulting from School 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2020.  Other amounts reported as deferred outflows of 
resources and deferred inflows of resources related to pension will be recognized in pension expense as 
follows:  
 

SERS STRS Total

Fiscal Year Ending June 30:

2020 46,076$            (14,597)$           31,479$            

2021 15,173               (242,298)           (227,125)           

2022 (7,118)               (232,465)           (239,583)           

2023 (1,845)               (99,795)              (101,640)           

Total 52,286$            (589,155)$         (536,869)$         

 
 
Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 
67, as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial 
valuations of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited 
service) and assumptions about the probability of occurrence of events far into the future (e.g., 
mortality, disabilities, retirements, employment terminations).  Actuarially determined amounts are 
subject to continual review and potential modifications, as actual results are compared with past 
expectations and new estimates are made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point. The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2018, are presented below: 
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 

Wage Inflation 3.00 percent

Future Salary Increases, including inflation 3.50 percent to 18.20 percent

Investment Rate of Return 7.50 percent net of investment expense, including inflation

Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)

COLA or Ad Hoc COLA 2.50 percent, on and after April 1, 2018, COLA's for future retirees 

will be delayed for three years following commencement  
 
For post-retirement mortality, the table used in evaluating allowances to be paid is the RP-2014 Blue 
Collar Mortality Table with fully generational projection and Scale BB, with 120 percent of male rates 
and 110 percent of female rates used. The RP-2000 Disabled Mortality Table with 90 percent for male 
rates and 100 percent for female rates set back five years is used for the period after disability 
retirement.  
 
The long-term return expectation for the Pension Plan Investments has been determined by using a 
building-block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating an arithmetic weighted average of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the expected return from rebalancing uncorrelated asset classes. The asset allocation, as used in the 
June 30, 2015 five-year experience study, is summarized as follows: 
 

Asset Class

Cash 1.00 % 0.50 %

US Equity 22.50 4.75

International Equity 22.50 7.00

Fixed Income 19.00 1.50

Private Equity 10.00 8.00

Real Assets 15.00 5.00

Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected

Allocation Real Rate of Return

 
 
Discount Rate Total pension liability was calculated using the discount rate of 7.50 percent. The 
projection of cash flows used to determine the discount rate assumed that employers would contribute 
the actuarially determined contribution rate of projected compensation over the remaining 26-year 
amortization period of the unfunded actuarial accrued liability. Projected inflows from investment 
earnings were calculated using the long-term assumed investment rate of return (7.50 percent). Based 
on those assumptions, the plan’s fiduciary net position was projected to be available to make all future 
benefit payments of current plan members. Therefore, the long-term expected rate of return on 
pension plan investments was applied to all periods of projected benefits to determine the total pension 
liability.  
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Sensitivity of the School’s Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential 
impact the following table presents the School’s proportionate share of the net pension liability 
calculated using the discount rate of 7.50 percent, as well as what the School’s net pension liability 
would be if it were calculated using a discount rate that is one percentage point lower (6.50 percent), or 
one percentage point higher (8.50 percent) than the current rate. 
 

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

School District's proportionate share

  of the net pension liability $305,568 $216,934 $142,621

 
 

Actuarial Assumptions – STRS  

The total pension liability in the July 1, 2018 actuarial valuation was determined using the following 
actuarial assumptions, applied to all periods included in the measurement:  
 

Inflation 2.50 percent

Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65

Investment Rate of Return 7.45 percent, net of investment expenses, including inflation

Projected Payroll Growth 3.00 percent

Cost-of-Living Adjustments 0.00 percent  
 
Post-retirement mortality rates are based on RP-2014 Annuitant Mortality Table with 50 percent of 
rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 
and 84, and 100 percent of rates thereafter, projected forward generationally using mortality 
improvement scale MP-2016; pre-retirement mortality rates are based on RP-2014 Employee Mortality 
Table, projected forward generationally using mortality improvement scale MP-2016. 
 

The actuarial assumptions used in the July 1, 2018 valuation, were adopted by the board from the 
results of an actuarial experience study for July 1, 2011, through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long-term expected 
rate of return for each major asset class are summarized as follows:  
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 

Asset Class

Domestic Equity 28.00 % 7.35 %

International Equity 23.00 7.55

Alternatives 17.00 7.09

Fixed Income 21.00 3.00

Real Estate 10.00 6.00

Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**

Target Long Term Expected

*Target weights will be phased in over a 24-month period concluding on July 1, 2019.

**Ten-year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25 percent and does not include investment expenses. Over a 30-year period, STRS’ investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 

Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2018. The projection of cash flows used to determine the discount rate assumes that employer and 
member contributions will be made at statutory contribution rates of 14 percent each. For this purpose, 
only employer contributions that are intended to fund benefits of current plan members and their 
beneficiaries are included. Based on those assumptions, STRS’ fiduciary net position was projected to be 
available to make all projected future benefit payments to current plan members as of June 30, 2018. 
Therefore, the long-term expected rate of return on pension plan investments of 7.45 percent was 
applied to all periods of projected benefit payments to determine the total pension liability as of June 
30, 2018. 

Sensitivity of the School’s Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the School’s proportionate share of the net pension liability as of June 
30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as what 
the School’s proportionate share of the net pension liability would be if it were calculated using a 
discount rate that is one-percentage-point lower (6.45 percent) or one-percentage-point higher (8.45 
percent) than the current assumption:  

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

School District's proportionate share

  of the net pension liability $1,771,434 $1,213,005 $740,371

Attachment 26: Audited Financial Statements Page 526



AKRON PREPARATORY SCHOOL - SUMMIT COUNTY 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2019 
 

30 
 

Note 10 – DEFINED BENEFIT OPEB PLANS 
 
Net OPEB Liability 

 
The net OPEB asset/liability reported on the statement of net position represents an asset or liability to 
employees for OPEB. OPEB is a component of exchange transactions-–between an employer and its 
employees—of salaries and benefits for employee services.  OPEB are provided to an employee—on a 
deferred-payment basis—as part of the total compensation package offered by an employer for 
employee services each financial period.  The obligation to sacrifice resources for OPEB is a present 
obligation because it was created as a result of employment exchanges that already have occurred. 

 
The net OPEB asset/liability represents the School’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB asset/liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting these estimates annually.   

 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which OPEB are financed; however, the School 
does receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the asset/liability is solely that of the employer, because they benefit from employee 
services.  OPEB contributions come from these employers and health care plan enrollees, which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio Revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
to benefits or funding could significantly affect the net OPEB asset/liability. Resulting adjustments to the 
net OPEB asset/liability would be effective when the changes are legally enforceable. The retirement 
systems may allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB asset/ 
liability on the accrual basis of accounting.  Any liability for the contractually-required OPEB contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   

 
Plan Description - School Employees Retirement System (SERS) 
 
Health Care Plan Description - The School contributes to the SERS Health Care Fund, administered by 
SERS for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered 
a cost-sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the death of a member or retiree, are eligible for SERS’ health care coverage.  
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NOTE 10 – DEFINED BENEFIT OPEB PLANS (continued) 
 
Most retirees and dependents choosing SERS’ health care coverage are over the age of 65 and therefore 
enrolled in a fully insured Medicare Advantage plan; however, SERS maintains a traditional, self-insured 
preferred provider organization for its non-Medicare retiree population. For both groups, SERS offers a 
self-insured prescription drug program. Health care is a benefit that is permitted, not mandated, by 
statute.  The financial report of the Plan is included in the SERS Comprehensive Annual Financial Report 
which can be obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with 
Internal Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or 
discontinue any health plan or program. Active employee members do not contribute to the Health Care 
Plan.  The SERS Retirement Board established the rules for the premiums paid by the retirees for health 
care coverage for themselves and their dependents or for their surviving beneficiaries.  Premiums vary 
depending on the plan selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required pensions and benefits, the 
Retirement Board may allocate the remainder of the employer contribution of 14 percent of covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2019, 0.5 percent 
of covered payroll was made to health care. An additional health care surcharge on employers is 
collected for employees earning less than an actuarially determined minimum compensation amount, 
pro-rated if less than a full year of service credit was earned. For fiscal year 2019, this amount was 
$21,600. Statutes provide that no employer shall pay a health care surcharge greater than 2.0 percent of 
that employer’s SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the 
total statewide SERS-covered payroll for the health care surcharge.  For fiscal year 2019, the School’s 
surcharge obligation was $735.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The School’s contractually required contribution to SERS was 
$1,392 for fiscal year 2019.     
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing 
Health Plan administered for eligible retirees who participated in the defined benefit or combined 
pension plans offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include 
hospitalization, physicians’ fees, prescription drugs and partial reimbursement of monthly Medicare Part 
B premiums.  Medicare Part B premium reimbursements will be discontinued effective January 1, 2020.  
The Plan is included in the report of STRS which can be obtained by visiting www.strsoh.org or by calling 
(888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be  

 

Attachment 26: Audited Financial Statements Page 528



AKRON PREPARATORY SCHOOL - SUMMIT COUNTY 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2019 
 

32 
 

NOTE 10 – DEFINED BENEFIT OPEB PLANS (continued) 
 
absorbed by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all 
health care plan enrollees, for the most recent year, pay a portion of the health care costs in the form of 
a monthly premium.  Under Ohio law, funding for post-employment health care may be deducted from 
employer contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 
2019, STRS did not allocate any employer contributions to post-employment health care.   
 

OPEB Assets/Liabilities, OPEB Expense, and Deferred Outflows/Inflows of Resources Related to OPEB  
 
The net OPEB asset/liability was measured as of June 30, 2018, and the total OPEB asset/liability used to 
calculate the net OPEB asset/liability was determined by an actuarial valuation as of that date. The 
School’s proportion of the net OPEB asset/liability was based on the School’s share of contributions to 
the respective retirement systems relative to the contributions of all participating entities.  Following is 
information related to the proportionate share and OPEB expense: 
 

SERS STRS Total

Proportion of the Net OPEB Liability/Asset

  Prior Measurement Date 0.27936400% 0.77743100%

Proportion of the Net OPEB Liability/Asset

  Current Measurement Date 0.38786000% 0.55167300%

Change in Proportionate Share 0.10849600% -0.22575800%

Proportionate Share of the Net 

  OPEB Liability/Asset 107,603$         (88,649)$          18,954$           

OPEB Expense (16,707)$          (225,938)$        (242,645)$         
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NOTE 10 – DEFINED BENEFIT OPEB PLANS (continued) 
 
At June 30, 2019, the School reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 1,756$        10,354$      12,110$      

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 27,333        -              27,333        

School contributions subsequent to the 

  measurement date 1,392          -              1,392          

Total Deferred Outflows of Resources 30,481$      10,354$      40,835$      

Deferred Inflows of Resources

Differences between expected and

  actual experience -$            5,165$        5,165$        

Changes of assumptions 9,667 120,789 130,456

Net difference between projected and

  actual earnings on pension plan investments 161 10,127 10,288

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 45,151$      181,714$    226,865$    

Total Deferred Inflows of Resources 54,979$      317,795$    372,774$    

 
$1,392 reported as deferred outflows of resources related to OPEB resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending June 30, 2020.   
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NOTE 10 – DEFINED BENEFIT OPEB PLANS (continued) 
 
Other amounts reported as deferred outflows of resources and deferred inflows of resources related to 
OPEB will be recognized in OPEB expense as follows:  

SERS STRS Total

Fiscal Year Ending June 30:

2020 (24,537)$       (56,172)$       (80,709)$        

2021 (17,521) (56,172) (73,693)

2022 4,697 (56,172) (51,475)

2023 4,766 (80,690) (75,924)

2024 4,754 (39,654) (34,900)

Thereafter 1,951 (18,581) (16,630)

Total (25,890)$       (307,441)$     (333,331)$      

 
The total OPEB liability was determined by an actuarial valuation as of June 30, 2018. The actuarial 
assumptions used in the valuation are based on results from the most recent actuarial experience study, 
which covered the five-year period ending June 30, 2015. The experience study report is dated April 
2016. The total OPEB liability used the following assumptions and other inputs: 
 

Wage Inflation 3.00 percent

Future Salary Increases, including inflation 3.50 percent to 18.20 percent

Investment Rate of Return 7.50 percent net of investment expense, including inflation

Municipal Bond Index Rate

Measurement Date 3.62 percent

Prior Measurement Date 3.56 percent

Single Equivalent Interest Rate

Measurement Date 3.70 percent, net of plan investment expense, including price inflation

Prior Measurement Date 3.63 percent, net of plan investment expense, including price inflation

Health Care Cost Trend Rate

Medicare 5.375 percent - 4.75 percent

Pre-Medicare 7.25 percent - 4.75 percent  
 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The long-term expected rate of return on plan factors are considered in evaluating the long-term rate of 
return assumption including long-term historical data, estimates inherent in current market data, and a 
long-normal distribution analysis in which best-estimate ranges of expected future real rates of return 
were developed by the investment consultant for each major asset class. These ranges were combined 
to produce the long-term expected rate of return, 7.50 percent, by weighting the expected future real 
rates of return by the target asset allocation percentage and then adding expected inflation. The capital 
market assumptions developed by the investment consultant are intended for use over a 10-year  
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NOTE 10 – DEFINED BENEFIT OPEB PLANS (continued) 
 
horizon and may not be useful in setting the long-term rate of return for funding pension plans which 
covers a longer timeframe. The assumption is intended to be a long-term assumption and is not 
expected to change absent a significant change in the asset allocation, a change in the inflation 
assumption, or a fundamental change in the market that alters expected returns in future years. 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset 
class, as used in the June 30, 2015 five-year experience study, are summarized as follows: 
 

Asset Class

Cash 1.00 % 0.50 %

US Equity 22.50 4.75

International Equity 22.50 7.00

Fixed Income 19.00 1.50

Private Equity 10.00 8.00

Real Assets 15.00 5.00

Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected

Allocation Real Rate of Return

 
 

Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2018 was 3.70 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2018 was 3.63 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be 
made from members and the System at the contribution rate of 2.00 percent of projected covered 
payroll each year, which includes a 1.50 percent payroll surcharge and 0.50 percent of contributions 
from the basic benefits plan. Based on these assumptions, the OPEB plan’s fiduciary net position was 
projected to become insufficient to make future benefit payments during the fiscal year ending June 30, 
2026. Therefore, the long-term expected rate of return on OPEB plan assets was used to present value 
the projected benefit payments through the fiscal year ending June 30, 2025 and the Fidelity General 
Obligation 20-year Municipal Bond Index rate of 3.62 percent, as of June 30, 2018 (i.e., municipal bond 
rate), was used to present value the projected benefit payments for the remaining years in the 
projection. The total present value of projected benefit payments from all years was then used to 
determine the single rate of return that was used as the discount rate. The projection of future benefit 
payments for all current plan members was until the benefit payments ran out. 
 
Sensitivity of the School’s Proportionate Share of the Net OPEB Liability to Changes in the Discount 
Rate and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in 
the discount rate and the health care cost trend rate. The following table presents the net OPEB liability 
and what the net OPEB liability would be if it were calculated using a discount rate that is one 
percentage point lower (2.70 percent) and higher (4.70 percent) than the current discount rate (3.70 
percent). Also shown is what the net OPEB liability would be based on health care cost trend rates that 
are one percent lower (6.25 percent decreasing to 3.75 percent) and one percent higher (8.25 percent 
decreasing to 5.75 percent) than the current rate. 
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NOTE 10 – DEFINED BENEFIT OPEB PLANS (continued) 
 
 

Current

1% Decrease Discount Rate 1% Increase

(2.70%) (3.70%) (4.70%)

School's proportionate share

  of the net OPEB liability $130,568 $107,603 $89,419

 
 

1% Decrease Trend Rate 1% Increase

(6.25 % decreasing (7.25 % decreasing (8.25 % decreasing

to 4.75 %) 4.75 to 5.75 %)

School's proportionate share

  of the net OPEB liability $86,816 $107,603 $135,129

 
 

Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2018, actuarial valuation are presented below:   

 

Inflation 2.50 percent

Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65

Investment Rate of Return 7.45 percent, net of investment expenses, including inflation

Payroll Increases 3.00 percent

Health Care Cost Trend Rates -5.23 percent to 9.62 percent, initial, 4.00 percent ultimate  
 

Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates 
between ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using 
mortality improvement scale MP-2016. For disabled retirees, mortality rates are based on the RP-2014 
Disabled Mortality Table with 90 percent of rates for males and 100 percent of rates for females, 
projected forward generationally using mortality improvement scale MP-2016. 
 
Actuarial assumptions used in the June 30, 2018, valuation are based on the results of an actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long-term expected 
rate of return for each major asset class are summarized as follows:  
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NOTE 10 – DEFINED BENEFIT OPEB PLANS (continued) 
 

Asset Class

Domestic Equity 28.00 % 7.35 %

International Equity 23.00 7.55

Alternatives 17.00 7.09

Fixed Income 21.00 3.00

Real Estate 10.00 6.00

Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**

Target Long Term Expected

 
 

*Target weights will be phased in over a 24-month period concluding on July 1, 2019. 
 
**Ten-year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25 percent and does not include investment expenses.  Over a 30-year period, STRS' investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total OPEB asset/liability was 7.45 percent as of 
June 30, 2018. The projection of cash flows used to determine the discount rate assumed STRS 
continues to allocate no employer contributions to the health care fund. Based on those assumptions, 
the OPEB plan’s fiduciary net position was projected to be available to make all projected future benefit 
payments to current plan members as of June 30, 2018. Therefore, the long-term expected rate of 
return on health care plan investments of 7.45 percent was applied to all periods of projected benefit 
payments to determine the total OPEB liability as of June 30, 2018.  
 
Sensitivity of the School’s Proportionate Share of the Net OPEB Asset/Liability to Changes in the 
Discount and Health Care Cost Trend Rate The following table represents the net OPEB asset/liability as 
of June 30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well 
as what the net OPEB asset/liability would be if it were calculated using a discount rate that is one 
percentage point lower (6.45 percent) or one percentage point higher (8.45 percent) than the current 
assumption. Also shown is the net OPEB liability as of June 30, 2018, calculated using health care cost 
trend rates that are one percentage point lower or one percentage point higher than the current health 
care cost trend rates.  

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

School's proportionate share

  of the net OPEB asset $75,980 $88,649 $99,295

 

Current

1% Decrease Trend Rate 1% Increase

School's proportionate share

  of the net OPEB asset $98,694 $88,649 $78,446
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NOTE 11 - CONTINGENCIES 
 

Grants - The School received financial assistance from federal and state agencies in the form of grants.  
Amounts received from grantor agencies are subject to audit and adjustment by the grantor.  Any 
disallowed costs may require refunding to the grantor.  Amounts which may be disallowed, if any, are 
not presently determinable.  However, in the opinion of the School, any such adjustments will not have 
a material adverse effect on the financial position of the School.  
 
Litigation - There are currently no matters in litigation with the School as defendant. 

 
Full-Time Equivalency - School foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by 
schools throughout the State, which can extend past the fiscal year end.  

 
Under Ohio Rev. Code Section 3314.08, ODE may also perform an FTE Review subsequent to the fiscal 
year end that may result in an additional adjustment to the enrollment information as well as claw backs 
of Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE performed such a review on the School for fiscal year 2019.  
 
 
As of the date of this report, the ODE has made one FTE adjustment in September 2019 related to fiscal 
year 2019. For the Academy, the amount was a positive adjustment and it has been accrued on the 
Statement of Net Position. However, as there may be additional adjustments made by the ODE, the full 
impact of future FTE adjustments on the fiscal year 2019 financial statements is not determinable, at 
this time. Management believes this may result in either an additional receivable to, or a liability of, the 
Academy. 
 
In addition, the School’s contract with their Sponsor and management company require payment based 
on revenues received from the State.  As discussed above, additional FTE adjustments for fiscal year 
2019 are not finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 2019 
financial statements, related to additional reconciliation necessary with these contracts, is not presently 
determinable.  
 

NOTE 12 - SPONSOR CONTRACT 
 
The School contracted with Ohio Council of Community Schools (OCCS) as its sponsor and oversight 
services as required by law.  Sponsorship fees are calculated as a three percent of state funds received 
by the School from the State of Ohio. For the fiscal year ended June 30, 2019, the total sponsorship fees 
paid totaled $38,742.  
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NOTE 13 - PURCHASED SERVICES 
 

For the period of July 1, 2018 through June 30, 2019, the School made the following purchased services 
commitments. 

Purchased Services Amount
Personnel Services 1,276,784$       
Professional Services 590,431
Property Services 213,246             

    Utilities 73,650               
Travel & Meetings 1,365                 
Communications 50,551               
Contractual Trade 149,865             
Pupil Transportation 55,554               

Total 2,411,446$       

 
NOTE 14 - MANAGEMENT COMPANY and MANAGEMENT COMPANY EXPENSES 

 
For fiscal year 2017 the School entered into an agreement with Accel Schools Ohio, LLC to provide 
management support services. The agreement is for a period beginning May 1, 2017 and ending on June 
30, 2027. Management fees are calculated as 18% of the total revenues received from the State of Ohio. 
The total amount due from the School for the fiscal year ending June 30, 2019, was $403,190 and is 
included under “Purchased Services” on the Statements of Revenues, Expenses, and Changes in Net 
Position.   

 
Also, per the management agreement there are expenses that will be billed to the School based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of Accel employees working 
in at the School and other costs related to providing education and administrative services. The total 
amount billed during fiscal year 2019 was $1,201,090. 
 
For the periods ended June 30, 2019 Accel Schools Ohio, LLC, incurred the following expenses on behalf 
of the School: 

 Akron Preparatory Academy 

Regular Instruction

(1100 Function Codes)

Special Instruction

(1200 Function Codes)

Support Services

(2000 Function Codes)
Total

1100 1200 2000

Direct Expenses: 

Salaries & Wages (100 Object Codes) 665,194.89                      150,544.62                      815,739.51$      

Employees’ Benefits (200 Object Codes) 44,389.33                        42,699.26                        17,156.18                        104,244.77$      

Professional & Technical Services (410 Object Codes) 67,029.83                        67,029.83$        

Supplies (510 Object Codes) 7,938.84                          7,938.84$          

Other Direct Costs (All Other Object Codes) 8,825.00                          5,474.00                          14,299.00$        

Total Direct Expenses 718,409.22$                    193,243.88$                    97,598.85$                      1,009,251.95$   

  

Overhead 186,111.48$                    186,111.48$      

Total Expenses 718,409.22$                    193,243.88$                    283,710.33$                    1,195,363.43$   

Indirect Expenses:  

  

 
 

Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro-rated based on 
full time equivalent (FTE) head count as of June 30, 2019 by each school it manages.  
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NOTE 15 - LEASE OBLIGATIONS 
  

On February 18, 2013, the School entered into a lease with IRG RC Market HQ, LLC for 42,938 square 
feet of space located at 1144 East Market Street, Akron, OH 44305.  The term of the lease is for a period 
of ten years.  Base rent will be $8,000 until October 31, 2017. As of November 1, 2017, the new monthly 
rent will be based off the October FTE count for the fiscal year. If the School is funded at or below 275 
FTEs, the monthly rent will be set at $8,000. If the School is funded at more than 275 FTEs then the 
monthly rent will be set at $10,000. If the School is funded at more than 300 FTEs then the monthly rent 
will be set at $12,000. Finally, if the School is funded for more than 325 FTEs the monthly rent will be set 
at $18,000.  Base rent expense for the fiscal year ended 2019 was $96,000.   
 

NOTE 16 - IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES  
 
For the fiscal year ended June 30, 2019, the School has implemented Governmental Accounting 
Standards Board (GASB) Statement No. 83, Certain Asset Retirement Obligations and GASB Statement 
No. 88, Certain Disclosures Related to Debt, including Direct Borrowings and Direct Placements. 
 
GASB Statement No. 83 establishes criteria for determining the timing and pattern of recognition of a 
liability and a corresponding deferred outflow of resources for asset retirement obligations. The 
implementation of GASB Statement No. 83 did not have an effect on the financial statements of the 
School. 
 
GASB Statement No. 88 establishes additional financial statement note disclosure requirements related 
to debt obligations of governments, including direct borrowings and direct placements. These changes 
were incorporated in the School’s fiscal year 2019 financial statements; however, there was no effect on 
beginning net position. 
 

NOTE 17 – MANAGEMENT’S PLAN 
  

Several factors have caused the School to experience fiscal distress.   The School’s cash balance at June 
30, 2019 was $70,858.  Additionally, the School has significant liabilities at June 30, 2019 which has 
resulted in a deficit net position of ($4,472,838). Overcoming this deficit may be difficult without 
significant increases in student enrollments and related revenues in order to pay off outstanding 
liabilities and cover ongoing operating costs. 
 
Management intends to eliminate these deficits by increasing enrollment, reevaluating staffing levels 
and applying for grant funds.  
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AKRON PREPARATORY SCHOOL - SUMMIT COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE SCHOOL’S PROPORTIONATE SHARE OF NET PENSION LIABILITY 

SCHOOL EMPLOYEES RETIREMENT SYSTEM OF OHIO 
LAST FIVE FISCAL YEARS 

2019 2018 2017 2016 2015

School's Proportion of the Net Pension Liability 0.0037878 0.0017638 0.0027094 0.00262010% 0.00208400%

School's Proportionate Share of the Net Pension Liability 216,934$       105,384$       198,303$       149,505$        105,470$         

School's Covered-Employee Payroll 127,119$       53,921$         84,143$         78,877$          56,667$           

School's Proportionate Share of the Net Pension Liability 170.65% 195.44% 235.67% 189.54% 186.12%

as a Percentage of its Covered-Employee Payroll

Plan Fiduciary Net Position as a Percentage of the 71.36% 69.50% 62.98% 69.16% 71.70%

Total Pension Liability

Information prior to 2015 is not available. Schedule is intended to show ten years of information, and additonal

 years' will be displayed as it becomes available.

Amounts presented as of the School's measurement date which is the prior fiscal period end.

See accompanying notes to the required supplementary information
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AKRON PREPARATORY SCHOOL - SUMMIT COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE SCHOOL’S PROPORTIONATE SHARE OF NET PENSION LIABILITY 

STATE TEACHERS RETIREMENT SYSTEM OF OHIO 
LAST FIVE FISCAL YEARS 

2019 2018 2017 2016 2015

School's Proportion of the Net Pension Liability 0.55167300% 0.00777431% 0.01042517% 0.01167078% 0.00828467%

School's Proportionate Share of the Net Pension Liability 1,213,005$     1,846,804$     3,489,619$     3,225,462$     2,015,118$     

School's Covered Payroll 627,157$        854,693$        1,096,929$     1,217,650$     846,462$        

School's Proportionate Share of the Net Pension Liability 193.41% 216.08% 318.13% 264.89% 238.06%

as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 77.31% 75.30% 66.80% 72.10% 74.70%

Total Pension Liability

Information prior to 2015 is not available. Schedule is intended to show ten years of information, and additional

 years' will be displayed as it becomes available.

Amounts presented as of the School's measurement date which is the prior fiscal period end. 

 
 

See accompanying notes to the required supplementary information 
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AKRON PREPARATORY SCHOOL - SUMMIT COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE SCHOOL’S CONTRIBUTIONS - PENSION 

SCHOOL EMPLOYEES RETIREMENT SYSTEM OF OHIO 
LAST SIX FISCAL YEARS 

 
2019 2018 2017 2016 2015 2014

Contractually Required Contribution 17,742$     17,161$     7,549$       11,780$     10,396$     7,854$       

Contributions in Relation to the Contractually 

Required Contribution (17,742)$   (17,161)$   (7,549)$     (11,780)$   (10,396)$   (7,854)$     

Contribution Deficiency (Excess) -$          -$          -$          -$          -$          -$          

School's Covered Payroll 131,422$   127,119$   53,921$     84,143$     78,877$     56,667$     

Contributions as a Percentage of

Covered Payroll 13.50% 13.50% 14.00% 14.00% 13.18% 13.86%

Information prior to 2014 is not available. Schedule is intended to show ten years of information, and 

additional years' will be displayed as it becomes available.

 
See accompanying notes to the required supplementary information 
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AKRON PREPARATORY SCHOOL - SUMMIT COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE SCHOOL’S CONTRIBUTIONS - PENSION 

STATE TEACHERS RETIREMENT SYSTEM OF OHIO 
LAST SIX FISCAL YEARS 

 
2019 2018 2017 2016 2015 2014

Contractually Required Contribution 87,965$        87,802$        119,657$      153,570$      170,471$      110,040$      

Contributions in Relation to the Contractually 

Required Contribution (87,965)$      (87,802)$      (119,657)$    (153,570)$    (170,471)$    (110,040)$    

Contribution Deficiency (Excess) -$             -$             -$             -$             -$             -$             

School's Covered Payroll 628,321$      627,157$      854,693$      1,096,929$   1,217,650$   846,462$      

Contributions as a Percentage of

Covered Payroll 14.00% 14.00% 14.00% 14.00% 14.00% 13.00%

Information prior to 2014 is not available. Schedule is intended to show ten years of information, and 

additional years' will be displayed as it becomes available.  
 

 
See accompanying notes to the required supplementary information 
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AKRON PREPARATORY SCHOOL - SUMMIT COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE SCHOOL’S PROPORTIONATE SHARE OF NET OPEB LIABILITY 

SCHOOL EMPLOYEES RETIREMENT SYSTEM OF OHIO 
LAST THREE FISCAL YEARS 

2019 2018 2017

School's Proportion of the Net OPEB Liability 0.3878600% 0.0027936% 0.0061777%

School's Proportionate Share of the Net OPEB Liability 107,603$       74,974$         176,087$       

School's Covered Payroll 127,119$       53,921$         84,143$         

School's Proportionate Share of the Net OPEB Liability 84.65% 139.04% 209.27%

as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 13.57% 12.46% 11.49%

Total OPEB Liability

Information prior to 2017 is not available. Schedule is intended to show ten years of information, and additonal

 years' will be displayed as it becomes available.

Amounts presented as of the School's measurement date which is the prior fiscal period end.

See accompanying notes to the required supplementary information
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AKRON PREPARATORY SCHOOL - SUMMIT COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE SCHOOL’S PROPORTIONATE SHARE OF NET OPEB LIABILITY 

STATE TEACHERS RETIREMENT SYSTEM OF OHIO 
LAST THREE FISCAL YEARS 

2019 2018 2017

School's Proportion of the Net OPEB Liability/Asset 0.55167300% 0.00777431% 0.01042517%

School's Proportionate Share of the Net OPEB Liability/(Asset) (88,649)$           303,325$          557,541$         

School's Covered Payroll 627,157$          854,693$          1,096,929$      

School's Proportionate Share of the Net OPEB Liability/Asset -14.14% 35.49% 50.83%

as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 176.00% 47.10% 37.30%

Total OPEB Liability/Asset

Information prior to 2017 is not available. Schedule is intended to show ten years of information, and additonal

 years' will be displayed as it becomes available.

Amounts presented as of the School's measurement date which is the prior fiscal period end.

See accompanying notes to the required supplementary information
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AKRON PREPARATORY SCHOOL - SUMMIT COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE SCHOOL’S CONTRIBUTIONS - OPEB 
SCHOOL EMPLOYEES RETIREMENT SYSTEM OF OHIO 

LAST SIX FISCAL YEARS 
 

2019 2018 2017 2016 2015 2014

Contractually Required Contribution 1,392$       2,891$       1,816$       559$         647$         933$         

Contributions in Relation to the Contractually 

Required Contribution (1,392)$      (2,891)$      (1,816)$      (559)$        (647)$        (933)$       

Contribution Deficiency (Excess) -$           -$           -$           -$          -$          -$         

School's Covered Payroll 131,422$   127,119$   53,921$     84,143$    78,877$    56,667$    

OPEB Contributions as a Percentage of

Covered Payroll 1.06% 2.27% 3.37% 0.66% 0.82% 1.65%

Information prior to 2014 is not available. Schedule is intended to show ten years of information, and 

additional years' will be displayed as it becomes available.

 
See accompanying notes to the required supplementary information 
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AKRON PREPARATORY SCHOOL - SUMMIT COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE SCHOOL’S CONTRIBUTIONS - OPEB 

STATE TEACHERS RETIREMENT SYSTEM OF OHIO 
LAST SIX FISCAL YEARS 

 
2019 2018 2017 2016 2015

Contractually Required Contribution -$             -$             -$             -$               -$               

Contributions in Relation to the Contractually 

Required Contribution -$             -$             -$             -$               -$               

Contribution Deficiency (Excess) -$             -$             -$             -$               -$               

School's Covered Payroll 628,321$      627,157$      854,693$      1,096,929$     1,217,650$    

Contributions as a Percentage of

Covered Payroll 0.00% 0.00% 0.00% 0.00% 0.00%

Information prior to 2014 is not available. Schedule is intended to show ten years of information, and 

additional years' will be displayed as it becomes available.

See accompanying notes to the required supplementary information.
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NET PENSION LIABILITY  
 
Changes in Assumptions - SERS 

 

For fiscal year 2017, the SERS Board adopted the following assumption changes: 

• Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent 

• Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent 

• Assumed real wage growth was reduced from 0.75 percent to 0.50 percent 

• Rates of withdrawal, retirement and disability were updated to reflect recent experience. 

• Mortality among active members was updated to RP-2014 Blue Collar Mortality Table with fully 

generational projection and a five-year age set-back for both males and females. 

• Mortality among service retired members, and beneficiaries was updated to RP-2014 Blue Collar 

Mortality Table with fully generational projection with Scale BB, 120 percent of male rates, and 

110 percent of female rates. 

• Mortality among disabled members was updated to RP-2000 Disabled Mortality Table, 90 

percent for male rates and 100 percent for female rates, set back five years is used for the 

period after disability retirement.   

 

Changes of benefit terms - SERS:  
 
For fiscal year 2018, the cost-of-living adjustment was changed from a fixed 3.00 percent to a cost-of-
living adjustment that is indexed to CPI-W not greater than 2.50 percent with a floor of zero percent 
beginning January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has 
enacted a three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the Retirement Board approved several changes to the actuarial assumptions in 
2017. The long term expected rate of return was reduced from 7.75 percent to 7.45 percent, the 
inflation assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was 
lowered to 3.00 percent, and total salary increases rate was lowered by decreasing the merit 
component of the individual salary increases, in addition to a decrease of 0.25 percent due to lower 
inflation. The healthy and disabled mortality assumptions were updated to the RP-2014 mortality tables 
with generational improvement scale MP-2016. Rates of retirement, termination and disability were 
modified to better reflect anticipated future experience. 
 

Changes in Benefit Terms - STRS 

 

For fiscal year 2018, the cost-of-living adjustment (COLA) was reduced to zero.  
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NET OPEB LIABILITY  
  
Changes in Assumptions – SERS  
  
Amounts reported for fiscal year 2019 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 3.56 percent to 3.62 
percent. Single Equivalent Interest Rate, net of plan investment expense, including price inflation, 
increased from 3.63 percent to 3.70 percent. The health care cost trend assumptions changed as 
follows:  
 
Pre-Medicare 
  Fiscal year 2018  7.50 percent initially, decreasing to 4.00 percent 

Fiscal year 2019 7.25 percent initially, decreasing to 4.75 percent 
Medicare 
 Fiscal year 2018  5.50 percent initially, decreasing to 5.00 percent 

Fiscal year 2019 5.375 percent initially, decreasing to 4.75 percent 
 

Amounts reported for fiscal year 2018 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 2.92 percent to 3.56 
percent. Single Equivalent Interest Rate, net of plan investment expense, including price inflation, 
increased from 2.98 percent to 3.63 percent. 
 
Changes in Benefit Terms - SERS 

There have been no changes to the benefit provisions. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2019, the discount rate was increased from the blended rate of 4.13 percent to the long-
term expected rate of return of 7.45 percent. Valuation year per capita health care costs were updated. 
Health care cost trend rates ranged from 6.00 percent to 11 percent initially and a 4.50 percent ultimate 
rate for fiscal year 2018 and changed for fiscal year 2019 to a range of -5.20 percent to 9.60 percent, 
initially and a 4.00 ultimate rate. 
 
For fiscal year 2018, the blended discount rate was increased from 3.26 percent to 4.13 percent. 
Valuation year per capita health care costs were updated, and the salary scale was modified. The 
percentage of future retirees electing each option was updated based on current data and the 
percentage of future disabled retirees and terminated vested participants electing health coverage were 
decreased. The assumed mortality, disability, retirement, withdrawal and future health care cost trend 
rates were modified along with the portion of rebated prescription drug costs. 
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NET OPEB LIABILITY (Continued) 
 
Changes in Benefit Terms – STRS 
 
For fiscal year 2019, the subsidy multiplier for non-Medicare benefit recipients was increased from 1.9 
percent to 1.944 percent per year of service effective January 1, 2019. The non-Medicare frozen subsidy 
base premium was increased effective January 1, 2019 and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 1, 2020. 
 
For fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. This was subsequently extended, see above paragraph.  
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JAMES G. ZUPKA, C.P.A., INC. 
Certified Public Accountants 

5240 East 98th Street 

Garfield Hts., Ohio 44125 
_________________ 

 
Member American Institute of Certified Public Accountants           (216) 475 - 6136                            Ohio Society of Certified Public Accountants 

 

 

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 

AND ON COMPLIANCE AND OTHER MATTERS REQUIRED BY 

GOVERNMENT AUDITING STANDARDS 

 

To the Members of the Board  The Honorable Keith Faber 

Auditor of State 

State of Ohio 

Akron Preparatory School  

Akron, Ohio  

 

We have audited, in accordance with the auditing standards generally accepted in the United 

States of America and the standards applicable to financial audits contained in Government 

Auditing Standards issued by the Comptroller General of the United States, the financial 

statements of the Akron Preparatory School, Summit County, Ohio, (the School) as of and for 

the year ended June 30, 2019, and the related notes to the financial statements, which collectively 

comprise the School’s basic financial statements, and have issued our report thereon dated 

December 20, 2019, wherein we noted the School is experiencing financial difficulties and has 

reported a deficit net position.   

 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School’s 

internal control over financial reporting (internal control) to determine the audit procedures that 

are appropriate in the circumstances for the purpose of expressing our opinion on the financial 

statements, but not for the purpose of expressing an opinion on the effectiveness of the School’s 

internal control. Accordingly, we do not  express an opinion on the effectiveness of the School’s 

internal control.   

 

A deficiency in internal control exists when the design or operation of a control does not allow 

management or employees, in the normal course of performing their assigned functions, to 

prevent, or detect and correct, misstatements on a timely basis. A material weakness is a 

deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable 

possibility that a material misstatement of the School’s financial statements will not be 

prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or 

a combination of deficiencies, in internal control that is less severe than a material weakness, yet 

important enough to merit attention by those charged with governance.   

 

Our consideration of internal control was for the limited purpose described in the first paragraph 

of  this section and was not designed to identify all deficiencies in internal control that might be 

material weaknesses or significant deficiencies.  Given these limitations, during our audit we did 

not identify any deficiencies in internal control that we consider to be material weaknesses.  

However, material weaknesses may exist that have not been identified. 
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Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School’s financial statements are 

free from material misstatement, we performed tests of its compliance with certain provisions of 

laws, regulations, contracts, and grant agreements, noncompliance with which could have a 

direct and material effect on the determination of financial statement amounts.  However, 

providing an opinion on compliance with those provisions was not an objective of our audit, and 

accordingly, we do not express such an opinion.  The results of our tests disclosed no instances 

of noncompliance or other matters that are required to be reported under Government Auditing 

Standards. 

 
Purpose of This Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and 

compliance and the results of that testing, and not to provide an opinion on the effectiveness of 

the School’s internal control or on compliance.  This report is an integral part of an audit 

performed in accordance with Government Auditing Standards in considering the School’s 

internal control and compliance.  Accordingly, this communication is not suitable for any other 

purpose.  

 

 
James G. Zupka, CPA, Inc. 

Certified Public Accountants 

 

December 20, 2019 
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AKRON PREPARATORY SCHOOL 

SUMMIT COUNTY, OHIO 

SCHEDULE OF PRIOR AUDIT FINDINGS AND RECOMMENDATIONS 

JUNE 30, 2019 

 

54 

The prior audit report, as of June 30, 2018, included no findings or management letter 

recommendations.   
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88 East Broad Street, Columbus, Ohio 43215 
Phone: 614-466-4514 or 800-282-0370 

www.ohioauditor.gov

 
 
 
Board of Directors 
Akron Preparatory School 
1200 East Market Street 
Akron, Ohio 44316 
 
 
We have reviewed the Independent Auditor’s Report of the Akron Preparatory School, Summit 
County, prepared by James G. Zupka, CPA, Inc., for the audit period July 1, 2017 through June 
30, 2018.  Based upon this review, we have accepted these reports in lieu of the audit required by 
Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying financial 
statements and, accordingly, we are unable to express, and do not express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Akron Preparatory School is responsible for 
compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
February 11, 2019  
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JAMES G. ZUPKA, C.P.A., INC. 
Certified Public Accountants 

5240 East 98
th

 Street 

Garfield Hts., Ohio 44125 
_________________ 

 
Member American Institute of Certified Public Accountants           (216) 475 - 6136                            Ohio Society of Certified Public Accountants 

 

 

INDEPENDENT AUDITOR’S REPORT 

 

To the Members of the Board  The Honorable Dave Yost 

Auditor of State 

State of Ohio 

Akron Preparatory School  

Akron, Ohio  

 

Report on the Financial Statements 
 

We have audited the accompanying financial statements of the Akron Preparatory School, 

Summit County, Ohio, (the School) as of and for the year ended June 30, 2018, and the related 

notes to the financial statements, which collectively comprise the School’s basic financial 

statements as listed in the table of contents. 

 
Management’s Responsibility for the Financial Statements 
 

Management is responsible for the preparation and fair presentation of these financial statements 

in accordance with accounting principles generally accepted in the United States of America; this 

includes the design, implementation, and maintenance of internal control relevant to the 

preparation and fair presentation of financial statements that are free from material misstatement, 

whether due to fraud or error. 

 

Auditor’s Responsibility 
 

Our responsibility is to express an opinion on these financial statements based on our audit.  We 

conducted our audit in accordance with auditing standards generally accepted in the United 

States of America and the standards applicable to financial audits contained in Government 

Auditing Standards, issued by the Comptroller General of the United States.  Those standards 

require that we plan and perform the audit to obtain reasonable assurance about whether the 

financial statements are free from material misstatement. 

 

An audit involves performing procedures to obtain audit evidence about the amounts and 

disclosures in the financial statements.  The procedures selected depend on the auditor’s 

judgment, including the assessment of the risks of material misstatement of the financial 

statements, whether due to fraud or error.  In making those risk assessments, the auditor 

considers internal control relevant to the School’s preparation and fair presentation of the 

financial statements in order to design audit procedures that are appropriate in the circumstances, 

but not for the purpose of expressing an opinion on the effectiveness of the School’s internal 

control.  Accordingly, we express no such opinion.  An audit also includes evaluating the 

appropriateness of accounting policies used and the reasonableness of significant accounting 

estimates made by management, as well as evaluating the overall presentation of the financial 

statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 

basis for our audit opinion. 

 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, 

the financial position of the Akron Preparatory School as of June 30, 2018, and the changes in 

financial position and cash flows thereof for the year then ended in accordance with accounting 

principles generally accepted in the United States of America. 

 

Emphasis of Matter 

 

As discussed in Note 16 to the basic financial statements, during 2018, the School adopted new 

accounting guidance in Governmental Accounting Standards Board (GASB) Statement No. 75, 

Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions.  As 

described  in  Note  17  to  the  basic  financial  statements  the  School  is  experiencing  

financial difficulties and has a deficit net position.  Management's plans in regard to those 

matters are also described in Note 17.  The basic financial statements do not include any 

adjustments that might result from the outcome of this uncertainty.  Our opinion is not modified 

with respect to these matters. 

 
Other Matters 
 
Required Supplementary Information 
 

Accounting principles generally accepted in the United States of America require that the 

Management’s Discussion and Analysis and Schedules of Net Pension and Postemployment 

Benefit Liabilities and Pension and Postemployment Benefit Contributions, as listed in the table 

of contents, be presented to supplement the basic financial statements.  Such information, 

although not a part of the basic financial statements, is required by the Governmental Accounting 

Standards Board, who considers it to be an essential part of financial reporting for placing the 

basic financial statements in an appropriate operational, economic, or historical context.  We 

have applied certain limited procedures to the required supplementary information in accordance 

with auditing standards generally accepted in the United States of America, which consisted of 

inquiries of management about the methods of preparing the information and comparing the 

information for consistency with management’s responses to our inquiries, the basic financial 

statements, and other knowledge we obtained during our audit of the basic financial statements.  

We do not express an opinion or provide any assurance on the information because the limited 

procedures do not provide us with sufficient evidence to express an opinion or provide any 

assurance. 
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Other Reporting Required by Government Auditing Standards 

 

In accordance with Government Auditing Standards, we have also issued our report dated 

December 28, 2018, on our consideration of the School’s internal control over financial reporting 

and on our tests of its compliance with certain provisions of laws, regulations, contracts, and 

grant agreements and other matters.  The purpose of that report is to describe the scope of our 

testing of internal control over financial reporting and compliance and the results of that testing, 

and not to provide an opinion on internal control over financial reporting or on compliance.  That 

report is an integral part of an audit performed in accordance with Government Auditing 

Standards in considering the School’s internal control over financial reporting and compliance. 

 

 
James G. Zupka, CPA, Inc. 

Certified Public Accountants 

 

December 28, 2018 
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AKRON PREPARATORY SCHOOL - SUMMIT COUNTY 
 
MANAGEMENT’S DISCUSSION AND ANALYSIS  
FOR THE FISCAL YEAR ENDED JUNE 30, 2018 
 

  5  

The discussion and analysis of the Akron Preparatory School (the School) financial performance provides 
an overall review of the School’s financial activities for the fiscal year ended June 30, 2018. The intent of 
this discussion and analysis is to look at the School’s’ financial performance as a whole; readers should 
also review the basic financial statements and notes to the basic financial statements to enhance their 
understanding of the School’s financial performance.  

FINANCIAL HIGHLIGHTS 
 
Key Financial Highlights for the School for the 2017-18 school year are as follows:  

 Total Assets decreased by $102,257. 

 Total Liabilities decreased by $1,833,338. 

 Total Net Position increased by $135,820.  

 Total Operating and Non-Operating revenues were $1,974,371. Total Operating and Non-
Operating expenses were $1,838,551. 
 

USING THIS ANNUAL REPORT 
  
This report consists of four parts: the MD&A, the basic financial statements, notes to those statements, 
and required Supplementary Information.  The basic financial statements include a Statement of Net 
Position, a Statement of Revenues, Expenses and Changes in Net Position, and a Statement of Cash 
Flows.   

The Statement of Net Position and Statement of Revenues, Expenses, and Changes in Net Position 
reflect how the School did financially during fiscal year 2018.  These statements include all assets, 
deferred outflows of resources, deferred inflows of resources, and liabilities using the accrual basis of 
accounting similar to the accounting used by most private-sector companies. This basis of accounting 
includes all of the current year revenues and expenses regardless of when cash is received or paid.  

These statements report the School’s Net Position and changes in that position. This change in Net 
Position is important because it tells the reader whether the financial position of the School has 
improved or diminished. The causes of this change may be the result of many factors, some financial, 
some not. Non-financial factors include the School’s’ student enrollment, per-pupil funding as 
determined by the State of Ohio, change in technology, required educational programs and other 
factors. 

The School uses enterprise presentation for all of its activities. 

Statement of Net Position - The Statement of Net Position answers the question of how the School did 
financially during 2017.  This statement includes all assets, deferred outflows of resources, liabilities, and 
deferred inflows of resources, both financial and capital, and short-term and long-term using the accrual 
basis of accounting and economic resource focus, which is similar to the accounting used by most 
private-sector companies.  This basis of accounting takes into account all revenues and expenses during 
the year, regardless of when the cash is received or paid.    
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USING THIS ANNUAL REPORT (Continued) 
 
Table 1 provides a summary of the School’s Net Position for fiscal year 2018 and 2017.  

 

Assets

Current Assets  $                  66,622  $                113,902 

Capital Assets, Net                                -                         54,977 

     Total Assets                       66,622                    168,879 

Deferred Outflows of Resources                 1,512,833                 2,200,105 

       

Liabilities        

Current Liabilities                 1,409,325                 1,118,035 

NonCurrent Liabilities                 3,077,999                 5,202,627 

      Total Liabilties                 4,487,324                 6,320,662 

Deferred Inflows of Resources                 1,190,640                    282,651 

Net Position

Investment in Capital Assets                                -                         54,977 

Restricted                                -                         18,212 

Unrestricted               (4,098,509)               (4,307,518)

      Total Net Position  $           (4,098,509)  $           (4,234,329)

 

Table 1

Statement of Net Position

2018 Restated 2017
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USING THIS ANNUAL REPORT (continued) 
 
The net pension liability (NPL) is the largest single liability reported by the School at June 30, 2018   and 
is reported pursuant to GASB Statement 68, “Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27.”   For fiscal year 2018, the School adopted GASB Statement 75, 
“Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions,” which 
significantly revises accounting for costs and liabilities related to other postemployment benefits 
(OPEB).  For reasons discussed below, many end users of this financial statement will gain a clearer 
understanding of the School’s actual financial condition by adding deferred inflows related to pension 
and OPEB, the net pension liability and the net OPEB liability to the reported net position and 
subtracting deferred outflows related to pension and OPEB. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OBEP liability.  GASB 68 and GASB 
75 take an earnings approach to pension and OPEB accounting; however, the nature of Ohio’s statewide 
pension/OPEB plans and state law governing those systems requires additional explanation in order to 
properly understand the information presented in these statements. 
 
GASB 68 and GASB 75 require the net pension liability and the net OPEB liability to equal the School’s 
proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 
 
GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, 
benefits, and the promise of a future pension and other postemployment benefits.  GASB noted that the 
unfunded portion of this promise is a present obligation of the government, part of a bargained-for 
benefit to the employee, and should accordingly be reported by the government as a liability since they 
received the benefit of the exchange.  However, the School is not responsible for certain key factors 
affecting the balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension 
benefits with the employer.  Both employer and employee contribution rates are capped by State 
statute.  A change in these caps requires action of both Houses of the General Assembly and approval of 
the Governor.  Benefit provisions are also determined by State statute.  The Ohio revised Code permits, 
but does not require the retirement systems to provide healthcare to eligible benefit recipients.  The 
retirement systems may allocate a portion of the employer contributions to provide for these OPEB 
benefits. 
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USING THIS ANNUAL REPORT (Continued) 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a 
specific, legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension/OPEB plan as against the public employer.  State law 
operates to mitigate/lessen the moral obligation of the public employer to the employee, because all 
parties enter the employment exchange with notice as to the law.  The retirement system is responsible 
for the administration of the pension and OPEB plans 
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. 
sick and vacation leave), are satisfied through paid time-off or termination payments.  There is no 
repayment schedule for the net pension liability or the net OPEB liability.  As explained above, changes 
in benefits, contribution rates, and return on investments affect the balance of these liabilities, but are 
outside the control of the local government.  In the event that contributions, investment returns, and 
other changes are insufficient to keep up with required payments, State statute does not assign/identify 
the responsible party for the unfunded portion.  Due to the unique nature of how the net pension 
liability and the net OPEB liability are satisfied, these liabilities are separately identified within the long-
term liability section of the statement of net position. 
 
In accordance with GASB 68 and GASB 75, the School’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate 
share of each plan’s change in net pension liability and net OPEB liability, respectively, not accounted for 
as deferred inflows/outflows.  
 
As a result of implementing GASB 75, the School is reporting a net OPEB liability and deferred 
inflows/outflows of resources related to OPEB on the accrual basis of accounting.  This implementation 
also had the effect of restating net position at June 30, 2018, from ($3,502,517) to ($4,234,329). 
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USING THIS ANNUAL REPORT (Continued) 
 
Statement of Revenues, Expenses and Change in Net Position - Table 2 shows the change in Net 
Position for fiscal year 2017, as well as a listing of revenues and expenses.   This change in Net Position is 
important because it tells the reader that, for the School as a whole, the financial position of the School 
has improved or diminished. The cause of this may be the result of many factors, some financial, some 
not.  Non-financial factors include the current laws in Ohio restricting revenue growth, facility 
conditions, required educational programs and other factors. 
 

Operating Revenues

State Aid  $             1,556,549  $             1,856,826 

Other                       86,352                         7,992 

     Total Operating Revenues                 1,642,901                 1,864,818 

Operating Expenses       

Salaries                    698,490                    930,336 

Fringe Benefits                    157,028                    214,946 

Fringe Benefits - GASB 68 & 75                   (493,986)                    786,143 

Purchased Services                 1,232,592                 1,665,566 

Materials and Supplies                    112,116                    147,268 

Depreciation                       54,977                       54,976 

Other                       32,724                         9,533 

      Total Operating Expenses                 1,793,941                 3,808,768 

Operating (Loss)                   (151,040)               (1,943,950)

Non-Operating Revenues (Expenses)

Federal Grants                    331,470                    443,963 

Debt Forgiveness                                -                      693,553 

Interest Expense                     (44,610)                   (150,507)

      Total Non-Operating Revenues (Expenses)                    286,860                    987,009 

 

Change in Net Position 135,820$                (956,941)$               

Table 2

Change in Net Position

2018 Restated 2017
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USING THIS ANNUAL REPORT (continued) 
 
Statement of Revenues, Expenses and Change in Net Position (continued) 
 
The information necessary to restate the 2017 beginning balances and the 2018 OPEB expense amounts 
for the effects of the initial implementation of GASB 75 is not available.  Therefore, 2017 functional 
expenses still include OPEB expense of $1,816 computed under GASB 45.  GASB 45 required recognizing 
pension expense equal to the contractually required contributions to the plan. Under GASB 75, OPEB 
expense represents additional amounts earned, adjusted by deferred inflows/outflows. The 
contractually required contribution is no longer a component of OPEB expense. Under GASB 75, the 
2018 statements report negative OPEB expense of $136,882.  Consequently, in order to compare 2018 
total program expenses to 2017, the following adjustments are needed: 
 

Total 2018 program expenses under GASB 75 1,830,048$              

Negative OPEB expense under GASB 75 136,882                   

2018 contractually required contribution 2,891                        

Adjusted 2018 program expenses 1,969,821                

Total 2017 program expenses under GASB 45 3,808,768                

Decrease in program expenses note related to OPEB 1,838,947$              

 
Current assets represent cash and cash equivalents, intergovernmental receivable, and other assets.  
Current liabilities represent accounts payable, accrued expenses, accrued wages and benefits, advances 
payable, line of credit, term loan, and withholdings payable at fiscal year-end.    
 

BUDGETING HIGHLIGHTS 
 
Unlike other public schools located in the State of Ohio, community schools are not required to follow 
budgetary provisions set forth in Ohio Rev. Code Chapter 5705 (with the exception section 5705.391 – 
Five Year Forecasts), unless specifically provided in the community school’s contract with its Sponsor. 

The contract between the School and its Sponsor does prescribe a budgetary process. The School must 
prepare and submit a detail budget for every fiscal year to the Board of Directors and its Sponsor.  The 
five-year forecast is also submitted to the Ohio Department of Education, annually. 
 

CAPITAL ASSETS  

At fiscal year-end, the net book value of the School’s capital assets was zero.   For more information on 
capital assets, see Note 5 of the Basic Financial Statements. 
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WORKING CAPITAL ADVANCES 
 
During the fiscal year, the School received working capital monies from Charter School Capital through a 
receivables purchase agreement. As the School receives monthly State funding, these advances are 
repaid, however, the School may elect to receive additional advances from Charter School Capital by 
entering into additional agreements.  
 

CURRENT FINANCIAL ISSUES 
 
The School is a community School and is funded through the State of Ohio Foundation Program.  The 
School relies on this, as well as, State and Federal funds as its primary source of revenue.   In 2018, the 
State raised the base per pupil funding to $6,010, which is up from $6,000 in the previous year.  
Additionally, community schools in Ohio will be allocated a small amount of facilities funding which is 
also per pupil based.  This amount is projected to be $200 per pupil. 
 
The full-time equivalent enrollment of the School for the year ended June 30, 2018 was 175 compared 
to a figure of 216 at the end of fiscal year 2017. 
 
Overall, the School will continue to provide learning opportunities and apply resources to best meet the 
needs of the students served.  
 

CONTACTING THE SCHOOL’S FINANCIAL MANAGEMENT  
 
This financial report is designed to provide our citizen’s, taxpayers, investors and creditors with a 
general overview of the School’s finances and to demonstrate accountability for the money it receives. If 
you have questions about this report or need additional information, contact the School’s Fiscal Officer, 
C. David Massa, CPA of Massa Financial Solutions, LLC, 1144 East Market St, Akron, OH 44305. 
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AKRON PREPARATORY SCHOOL - SUMMIT COUNTY, OHIO 

  Statement of Net Position 
At June 30, 2018 

 

Assets:

Current Assets:

    Cash and Cash Equivalents 23,415$              

    Accounts Receivable 3,250

    Intergovernmental Receivable 22,957

    Security Deposits 17,000

      Total Current Assets 66,622

Total Assets 66,622                

Deferred Outflows of Resources:

    Pension 1,492,432          

    OPEB 20,401                

   Total Deferred Outflows of Resources 1,512,833          

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 912,999              

    Withholdings Payable 7,560                  

    Accrued Expenses 31,330                

    Current Portion of Long-Term Debt 74,136                

    Advances Payable 383,300              

       Total Current Liabilities 1,409,325          

Noncurrent Liabilities:

  Net Pension Liability 1,952,188

  Net Benefit Liability 378,299

  Noncurrent Portion of Long-Term Debt 747,512

    Total Noncurrent Liabilities 3,077,999

       Total Liabilities 4,487,324

Deferred Inflows of Resources:

    Pension 953,608              

    OPEB 237,032              

   Total Deferred Inflows of Resources 1,190,640          

Net Position:

  Unrestricted Net Position (4,098,509)

  Total Net Position (4,098,509)$       

See Accompanying Notes to the Basic Financial Statements  
 
 
 

Attachment 26: Audited Financial Statements Page 570



13 
 

AKRON PREPARATORY SCHOOL - SUMMIT COUNTY, OHIO 

  Statement of Revenues, 
Expenses and Changes in Net Position 

For the Fiscal Year Ended June 30, 2018 
 

Operating Revenues:

  State Aid 1,556,549$       

  Miscellaneous 86,352

    Total Operating Revenues 1,642,901

Operating Expenses:

  Salaries 698,490            

  Fringe Benefits 157,028            

  Fringe Benefits - GASB 68 (357,104)           

  Fringe Benefits - GASB 75 (136,882)           

  Purchased Services 1,232,592

  Depreciation 54,977

  Supplies 112,116

  Other Operating Expenses 32,724

    Total Operating Expenses 1,793,941

      Operating Loss (151,040)

Non-Operating Revenues and Expenses:

  Federal Grants 331,470

  Interest Expense (44,610)             

    Net Nonoperating Revenues and Expenses 286,860

Change in Net Position 135,820            

Net Position Beginning of Year, Restated (4,234,329)        

Net Position End of Year (4,098,509)$     

See Accompanying Notes to the Basic Financial Statements
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AKRON PREPARATORY SCHOOL - SUMMIT COUNTY, OHIO 

  Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2018 

 

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 1,540,251$       

Other Operating Receipts 86,352               

Cash Payments to Suppliers for Goods and Services (901,148)           

Cash Payments to Employees for Services (732,303)           

Cash Payments for Employee Benefits (160,346)           

Net Cash Used For Operating Activities (167,194)           

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Federal and State Grant Receipts 332,689            

Net Cash Provided By Noncapital Financing Activities 332,689            

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Charter School Capital Advances 1,149,385         

Charter School Capital Cost of Funding (53,784)             

Charter School Capital Redemptions (1,299,285)        

Note Payable Principal Payments (26,206)             

Net Cash Used For Capital and Related Financing Activities (229,890)           

Net Increase in Cash and Cash Equivalents (64,395)             

Cash and Cash Equivalents - Beginning of the Year 87,810               

Cash and Cash Equivalents - Ending of the Year 23,415$            

See Accompanying Notes to the Basic Financial Statements
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(Continued) 

AKRON PREPARATORY SCHOOL - SUMMIT COUNTY, OHIO 
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2018 

(Continued) 
 

Reconciliation of Operating Loss to Net Cash Used For Operating Activities

Operating Loss (151,040)$         

Adjustments to Reconcile Operating Loss to Net Cash Used For Operating Activities

Depreciation 54,977               

Changes in Assets, Liabilities, and Deferred Inflows and Outflows:

(Increase)/Decrease in Receivables (3,250)                

(Increase)/ Decrease in Deferred Outflows 687,272            

Increase/ (Decrease) in Deferred Inflows 907,989            

Increase/ (Decrease) in Net Pension Liability (2,089,247)        

(Increase)/Decrease in Prepaid Expense 1,212                 

Increase/(Decrease) in Accounts Payable, Trade 546,340            

Increase/(Decrease) in Accrued Expenses (68,019)             

(Increase)/Decrease in Intergovernmental Receivables (16,297)             

Increase/(Decrease) in Accrued Wages & Benefits (33,813)             

Increase/(Decrease) in Withholding Payable (3,318)                

Net Cash Used For Operating Activities (167,194)$         

See Accompanying Notes to the Basic Financial Statements
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NOTE 1 - DESCRIPTION OF THE ENTITY 
 
The Akron Preparatory School, (the School) is a federally recognized 501(c)(3) and Ohio nonprofit 
corporation established pursuant to Ohio Revised Code Chapters 3314 and 1702.  The School’s mission is 
to provide an orderly and supportive environment whereby students experience preparations for 
college, career and life. The School operates on a foundation, which fosters character building for all 
students, parents and staff members.  The School, which is part of the State’s education program, is 
independent of any school district and is nonsectarian in its programs, admission policies, employment 
practices, and all other operations.  The School may acquire facilities as needed and contract for any 
services necessary for the operation of the School. 
 
The School was approved for operation under a contract with Ohio Council of Community Schools 
(“OCCS”) (the Sponsor) for a five-year period commencing on July 1, 2013 and was renewed for a 
subsequent five-year term on July 1, 2018.  The Sponsor is responsible for evaluating the performance of 
the School and has the authority to deny renewal of the contract at its expiration or terminate the 
contract prior to its expiration.  
 
The School operates under the direction of a Board of Directors (the Board).  The Board is responsible 
for carrying out the provisions of the contract which include, but are not limited to, state mandated 
provisions regarding student populations, curriculum, academic goals, performance standards, 
admissions standards, and qualifications of teachers.  The Board controls the School’s instructional and 
administrative staff. 
 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The basic financial statements of the School have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental nonprofit organizations.  The Governmental 
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental 
accounting and financial reporting principles. The more significant of the School’s accounting policies are 
described below. 
 
Basis of Presentation - The School’s basic financial statements consist of a Statement of Net Position, a 
Statement of Revenue, Expenses and Changes in Net Position, and a Statement of Cash Flows. Enterprise 
fund reporting focuses on the determination of the changes in Net Position, financial position and cash 
flows. 
 
The Governmental Accounting Standards Board requires the presentation of all financial activity to be 
reported within one enterprise fund for year-ending reporting purposes.  Enterprise accounting is used 
to account for operations that are financed and operated in a manner similar to private business 
enterprise where the intent is that the cost (expense) of providing goods and services to the general 
public on a continuing basis be financed or recovered primarily through user charges. 

 
 
 
 

Attachment 26: Audited Financial Statements Page 574



AKRON PREPARATORY SCHOOL - SUMMIT COUNTY 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2018 
 

17 
 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Measurement Focus and Basis of Accounting - The accounting and financial reporting treatment is 
determined by measurement focus. Enterprise accounting uses a flow of economic resources 
measurement focus. Under this measurement focus, all assets, all deferred outflows of resources, all 
liabilities, and all deferred inflows of resources are included on the Statement of Net Position. The 
Statement of Revenues, Expenses and Changes in Net Position presents increases (e.g., revenues) and 
decreases (e.g., expenses) in total Net Position. 

 
Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported 
in the financial statements.  Basis of accounting is used for reporting purposes.  Revenues are 
recognized when they are earned, and expenses are recognized when they are incurred.  

 
Budgetary Process - Unlike other public schools located in the state of Ohio, community schools are not 
required to follow budgetary provisions set forth in Ohio Revised Code Chapter 5705 (with the exception 
section 5705.391 – Five Year Forecasts), unless specifically provided for in the School’s sponsorship 
agreement. The contract between the School and its Sponsor requires a detailed budget for each year of 
the contract. 
       
Cash and Cash Equivalents - Cash received by the School is reflected as “Cash and Cash Equivalents” on 
the Statement of Net Position.  The School did not have any investments during the period ended June 
30, 2018. 

    
Prepaid Items - Payments made to vendors for services that will benefit periods beyond June 30, 2018, 
are recorded as prepaid items using the consumption method. A current asset for the prepaid amount is 
recorded at the time of the purchase and an expense is reported in the year in which services are 
consumed. 

      
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported 
in the financial statements and accompanying notes.  Actual results may differ from these estimates. 

 
Capital Assets and Depreciation - Capital assets are capitalized at cost. Donated Capital Assets are 
recorded at their acquisition values as of the date received. The costs of additions are capitalized and 
expenditures for repairs and maintenance are expensed when incurred.  When property is sold or 
retired, the related costs and accumulated depreciation are removed from the financial records and any 
gain or loss is included in additions to or deductions from Net Position.  
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Capital Assets and Depreciation (continued) 
 
Capital assets had a net book value of zero at June 30, 2018, net of accumulated depreciation.  
Depreciation of capital assets is calculated utilizing the straight-line method over the estimated useful 
lives of the assets which are as follows: 

  
Asset Class                               Useful Life 
Computers & Technology Assets  3 years 
Furniture, Fixtures, & Equipment       5 years 
Textbooks     3 years       

 
The School’s policy for asset capitalization threshold is $5,000. Assets or certain asset groups not 
meeting the capitalization threshold are not capitalized and are not included in the assets represented 
in the accompanying Statement of Net Position. 

 
Intergovernmental Revenues - The School currently participates in the State Foundation Program. 
Revenues received from this program are recognized as operating revenues in the accounting period in 
which all eligibility requirements have been met. 

 
Grants and entitlements are recognized as non-operating revenues in the accounting period in which 
eligibility requirements have been met. 

 
Eligibility requirements include timing requirements, which specify the year when the resources are 
required to be used or the fiscal year when use is first permitted, matching requirements, in which the 
School must provide local resources to be used for a specified purpose, and expenditure requirements, 
in which the resources are provided to the School on a reimbursement basis. 

 
The School also participates in various federal programs passed through the Ohio Department of 
Education. 

 
Under the above programs the School recorded $1,556,549 this fiscal year from the Foundation Program 
and Casino Tax Revenues. $331,470 was recognized from Federal Grants. 
 
Operating and Non-Operating Revenues and Expenses - Operating revenues are those revenues that 
are generated directly from the primary activities of the School.  For the School, these revenues are 
primarily the State Foundation program.  Operating expenses are necessary costs incurred to provide 
the good or service that is the primary activity of the School.  All revenues and expenses not meeting 
this definition are reported as non-operating.   
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Operating and Non-Operating Revenues and Expenses (continued) 
 
Non-operating revenues are those revenues that are not generated directly from the primary activities 
of the School.  Various federal and state grants, interest earnings, if any, and other miscellaneous 
revenues comprise the non-operating revenues of the School.  Interest and fiscal charges on outstanding 
obligations, as well as gain or loss on capital asset disposals, if any comprise the non-operating 
expenses. 

 
Compensated Absences - Vacation is taken in a manner which corresponds with the school calendar; 
therefore, the School does not accrue vacation time as a liability. 

 
Sick/personal leave benefits are earned by full-time employees at the rate of ten days per year and 
cannot be carried into the subsequent years.  No accrual for sick time is made since unused time is not 
paid to employees upon employment termination. 
 
Accrued Liabilities - Obligations incurred but unpaid at June 30 are reported as accrued liabilities in the 
accompanying financial statements.  These liabilities consisted of Accounts Payable, Accrued Expenses, 
Advances Payable, Withholding Payable and Current Portion of Long-Term Debt totaling $1,409,325 at 
June 30, 2018. 

 
Exchange and Non-Exchange Transactions - Revenue resulting from exchange transactions, in which 
each party gives and receives essentially equal value, is recorded on the accrual basis when the 
exchange takes place. Non-exchange transactions, in which the School receives value without directly 
giving equal value in return, include grants, entitlements and donations.  Revenue from grants, 
entitlements and donations is recognized in the fiscal year in which all eligibility requirements have been 
satisfied.  Eligibility requirements include timing requirements, which specify the year when the 
resources are required to be used or the fiscal year when use is first permitted, matching requirements, 
in which the School must provide local resources to be used for a specified purpose, and expenditures 
requirements, in which the resources are provided to the School on a reimbursement basis. 
     
Net Position - Net Position represents the difference between assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources. Net Position is reported as restricted when there are 
limitations imposed on their use through external restriction imposed by creditors, grantors, or laws and 
regulations of other governments.  The School applies restricted resources when an expense is incurred 
for purposes for which both restricted and unrestricted Net Position are available. Net Position invested 
in capital assets consist of capital assets, net of accumulated depreciation, reduced by the outstanding 
balances of any borrowings used for the acquisition, construction, or improvement of those assets. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Deferred Inflows and Deferred Outflows of Resources - In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of resources represent a consumption of net position that applies to a future period and will not be 
recognized as an outflow of resources (expense/expenditure) until then.  For the School, deferred 
outflows of resources are reported on the government-wide statement of net position for pension and 
OPEB.  The deferred outflows of resources related to pension and OPEB plans are explained in Note 9 
and 10.  
  
In addition to liabilities, the statements of financial position report a separate section for deferred 
inflows of resources. Deferred inflows of resources represent an acquisition of net position that applies 
to a future period and will not be recognized until that time. For the School, deferred inflows of 
resources include pension and OPEB. These amounts are deferred and recognized as an inflow of 
resources in the period the amounts become available.  Deferred inflows of resources related to pension 
and OPEB plans are reported on the government-wide statement of net position. (See Note 9 and 10)  
 
Pensions/Other Postemployment Benefits (OPEB) - For purposes of measuring the net pension/OPEB 
liability, deferred outflows of resources and deferred inflows of resources related to pensions/OPEB, 
and pension/OPEB expense, information about the fiduciary net position of the pension/OPEB plans and 
additions to/deductions from their fiduciary net positon have been determined on the same basis as 
they are reported by the pension/OPEB plan.  For this purpose, benefit payments (including refunds of 
employee contributions) are recognized when due and payable in accordance with the benefit terms.  
The pension/OPEB plans report investments at fair value. 
 

NOTE 3 - CASH AND CASH EQUIVALENTS 
 
The following information classifies deposits by category of risk as defined in GASB Statement No.3 
“Deposits with Financial Institutions, Investments (including Repurchase Agreements) and Reverse 
Repurchase Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk 
Disclosures”. 
 
The School maintains its cash balances at one financial institution, PNC Bank, located in Ohio. The 
balances are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying 
account. At June 30, 2018, the book amount of the School’s deposits was $23,415 and the bank balance 
was $40,952.  
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NOTE 4 - RECEIVABLES 
 
The School had Accounts receivables totaling $3,250 at June 30, 2018. These receivables represented 
reimbursements due to the School, but not received as of June 30, 2018.  The School also had 
Intergovernmental receivables of $22,957 at June 30, 2018. These receivables represented monies due 
to the School from government sources, but not received as of June 30, 2018.   Amounts are expected to 
be collected within one year. 
 

NOTE 5 - CAPITAL ASSETS  
 
For the period ending June 30, 2018, the School’s capital assets consisted of the following: 
 

 

NOTE 6 - ADVANCES PAYABLE 
 
During the fiscal year ending 2018, the Academy received working capital advances from Charter School 
Capital through a receivables purchase agreement. As the Academy receives its monthly State funding, 
these advances are repaid, however, the Academy may elect to receive future advances from Charter 
School Capital by entering into additional agreements.  The total cost of funding for the year was 
$53,784. 
 
The total amount of advances outstanding at June 30, 2018 was $383,300.  The activity for the year is 
reflected as follows: 
 

Balance Balance

06/30/17 Additions Deletions 06/30/18

Capital Assets:

Furniture & Equipment 243,196$      -$                 -$               243,196$       

Computers & Software 284,911        -                  -                284,911        

Textbooks 36,771         -                  -                36,771          

Total Capital Assets 564,878 -                  -                564,878

Less Accumulated Depreciation:

Furniture & Equipment (194,556) (48,640)         -                (243,196)

Computers & Software (278,574) (6,337)          -                (284,911)

Textbooks (36,771) -                  -                (36,771)

Total Accumulated Depreciation (509,901) (54,977)         -                (564,878)

Total Capital Assets, Net 54,977$        (54,977)$       -$               -$              

Balance 

6/30/2017 Additions Reductions

Balance 

6/30/2018

Charter School Capital 533,200$        1,149,385$    (1,299,285)$   383,300$        

533,200$        1,149,385$    (1,299,285)$   383,300$        
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NOTE 7- LONG-TERM OBLIGATIONS 
 
In addition to Post Employment Benefit Liabilities, the School had notes payable totaling $821,648 
outstanding at June 30, 2018. These amounts were previously recorded as advances and were converted 
into notes at the end of the fiscal year.  The first note is from Cleveland College Preparatory School in 
the amount of $316,500. The note began on June 30, 2016 and matures on June 30, 2026. The annual 
interest rate is 3.5%. The second note is from Northeast Ohio College Preparatory School in the amount 
of $555,500. The note began on June 30, 2016 and matures on June 30, 2026. The annual interest rate is 
3.5%. 
 
The changes in the School’s long-term obligations during fiscal year 2017 were as follows: 

NOTE 8 - RISK MANAGEMENT 
 

Property & Liability - The School is exposed to various risks of loss related to torts; theft of, damage to, 
and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  During the 
fiscal year ending June 30, 2018, the School contracted with Cincinnati Insurance Company for general 
liability insurance with a $1,000,000 each occurrence/ $2,000,000 annual aggregate, as well as, a 
$1,000,000 of automobile liability coverage and an umbrella policy with a $10,000,000 aggregate limit.  
The School also had a $1,000,000 School Leaders policy in place through National Union Fire Insurance. 

 
Workers’ Compensation - The School pays the State Worker’s Compensation System a premium for 
employee injury coverage.  The premium is calculated by multiplying the monthly total gross payroll by a 
factor that is calculated by the State.  
 
Employee Medical and Dental Benefits - The School provides medical, vision, and dental insurance 
benefits through Anthem to all full-time employees. During the School year, the School paid 90% of the 
monthly premiums for all employees. 
 

 

Restated 

Balance 

6/30/2017 Additions Reductions

Balance 

6/30/2018

Due Within 

One Year

Post Employment Liability

Net Pension Liability 3,687,922$    -$              (1,735,734)$   1,952,188$       -$              

Net OPEB Liability 731,812        -               (353,513)        378,299           -               

Total Post Employment Liability 4,419,734      -                (2,089,247)     2,330,487         -               

Cleveland College Prep - Notes Payable 305,402        -               (15,903)          289,499           37,000          

NE Ohio College Prep - Notes Payable 551,627        -               (19,478)          532,149           37,136          

Total Notes Payable 857,029        -               (35,381)          821,648           74,136          

Total Long-Term Obligations 5,276,763$    -$              (2,124,628)$   3,152,135$       74,136$        
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS 
  

Net Pension Liability 
 
The net pension liability reported on the Statement of Net Position represents a liability to employees 
for pensions. Pensions are a component of exchange transactions-–between an employer and its 
employees—of salaries and benefits for employee services.  Pensions are provided to an employee—on 
a deferred-payment basis—as part of the total compensation package offered by an employer for 
employee services each financial period.  The obligation to sacrifice resources for pensions is a present 
obligation because it was created as a result of employment exchanges that already have occurred. 
 
The net pension liability represents the School’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   
 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which pensions are financed; however, the 
Academy does receive the benefit of employees’ services in exchange for compensation including 
pension.  
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded 
liabilities within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must 
propose corrective action to the State legislature.  Any resulting legislative change to benefits or funding 
could significantly affect the net pension liability.   Resulting adjustments to the net pension liability 
would be effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension 
liability on the accrual basis of accounting.  Any liability for the contractually-required pension 
contribution outstanding at the end of the year is included in intergovernmental payable on both the 
accrual and modified accrual bases of accounting.   
 
Plan Description - School Employees Retirement System (SERS) 
 
Plan Description – School non-teaching employees participate in SERS, a cost-sharing, multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability, and 
survivor benefits, annual cost-of-living adjustments, and death benefits to plan members and 
beneficiaries.   
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 

Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  SERS issues 
a publicly available, stand-alone financial report that includes financial statements, required 
supplementary information, and detailed information about SERS’ fiduciary net position.  That report 
can be obtained by visiting the SERS website at www.ohsers.org under Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 
 

Eligible to Eligible to

Retire on or before Retire on or after

August 1, 2017 * August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 65 with 5 years of service credit Age 57 with 30 years of service credit

Actuarially Reduced Benefits Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or

Age 55 with 25 years of service credit Age 60 with 25 years of service credit

* Members with 25 years of service credit as of August 1, 2017, will be included in this plan.  
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on years of service; 2.2 percent for the first thirty years of service and 2.5 percent for years 
of service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
One year after an effective benefit date, a benefit recipient is entitled to a 2.5 percent cost-of-living 
adjustment (COLA).  This same COLA is added each year to the base benefit amount on the anniversary 
date of the benefit. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the School is required to contribute 14 percent of annual covered payroll. The contribution 
requirements of plan members and employers are established and may be amended by the SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent 
for employers.  The Retirement Board, acting with the advice of the actuary, allocates the employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare 
B Fund, and Health Care Fund).  For the fiscal year ended June 30, 2018, the allocation to pension, death 
benefits, and Medicare B was 14.00 percent. No allocation was made to the Health Care Fund.  
 
The School’s contractually required contribution to SERS was $17,161 for fiscal year 2018.    
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing, multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information, and detailed information about STRS’ fiduciary net position.  That report can be obtained 
by writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting 
the STRS Web site at www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan, and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 
3307.  The DB plan offers an annual retirement allowance based on final average salary multiplied by a 
percentage that varies based on years of service.  Effective August 1, 2015, the calculation will be 2.2 
percent of final average salary for the five highest years of earnings multiplied by all years of service. 
Members are eligible to retire at age 60 with five years of qualifying service credit, or age 55 with 26 
years of service, or 31 years of service regardless of age.  Age and service requirements for retirement 
will increase effective August 1, 2015, and will continue to increase periodically until they reach age 60 
with 35 years of service or age 65 with five years of service on August 1, 2026. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and 
termination of employment.  The member may elect to receive a lifetime monthly annuity or a lump 
sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan.  In the Combined Plan, 12.0 of 
the 14.0 percent member rates goes to the DC Plan and the remaining 2.0 percent goes to the DB plan. 
Member contributions to the DC plan are allocated among investment choices by the member, and 
contributions to the DB plan from the employer and the member are used to fund the defined benefit 
payment at a reduced level from the regular DB Plan.  The defined benefit portion of the Combined Plan 
payment is payable to a member on or after age 60 with five years of services.  The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity 
after termination of employment at age 50 or later.  
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or 
transfer to another STRS plan.  The optional annuitization of a member’s defined contribution account 
or the defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in 
STRS bearing the risk of investment gain or loss on the account.  STRS has therefore included all three 
plan options in the GASB 68 schedules of employer allocation and pension amounts by employer.  
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit that apply for disability benefits.  Members in the DC Plan who 
become disabled are entitled only to their account balance.  If a member of the DC Plan dies before 
retirement benefits begin, the member’s designated beneficiary is entitled to receive the member’s 
account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2018, plan members were required to contribute 14 percent of their annual covered salary. The 
School Academy was required to contribute 14 percent; the entire 14 percent was the portion used to 
fund pension obligations. The fiscal year 2018 contribution rates were equal to the statutory maximum 
rates.  
 
The School’s contractually required contributions to STRS was $87,802 for fiscal year 2018.  
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 

Resources Related to Pensions  

 
The net pension liability was measured as of June 30, 2017, and the total pension liability used to 
calculate the net pension liability was determined by an actuarial valuation as of that date. The School's 
proportion of the net pension liability was based on the School's share of contributions to the pension 
plan relative to the contributions of all participating entities.   
 
Following is information related to the proportionate share and pension expense: 
 

SERS STRS Total

Proportion of the Net Pension Liability

  Prior Measurement Date 0.0027094% 0.01042517%

Proportion of the Net Pension Liability

  Current Measurement Date 0.0017638% 0.00777431%

Change in Proportionate Share -0.0009456% -0.0026509%

Proportionate Share of the Net Pension

  Liability $105,384 $1,846,804 1,952,188$       

Pension Expense $14,422 ($266,563) ($252,141)  
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
At June 30, 2018, the School reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 4,537$                71,316$              75,853$              

Changes of assumptions 5,450 403,916 409,366

Net difference between projected and

  actual earnings on pension plan investments 0 0 0

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 34,946 867,304 902,250

Academy contributions subsequent to the 

  measurement date 17,161 87,802 104,963

Total Deferred Outflows of Resources 62,094$              1,430,338$         1,492,432$         

Deferred Inflows of Resources

Differences between expected and

  actual experience $0 $14,885 $14,885

Changes of assumptions 0 0 0

Net difference between projected and

  actual earnings on pension plan investments 500 60,946 61,446

Changes in proportion and differences 0 0 0

    between contributions and proportionate

    share of contributions 43,050 834,227 877,277

Total Deferred Inflows of Resources 43,550$              910,058$            953,608$            

 
$104,963 reported as deferred outflows of resources related to pension resulting from School 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the year ending June 30, 2019.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to pension will be recognized in pension expense as follows:  
 

SERS STRS Total

Fiscal Year Ending June 30:

2019 $21,441 $530,592 $552,033

2020 (7,334)           133,413        126,079

2021 (10,269)         (108,229)       (118,498)

2022 (2,455)           (123,298)       (125,753)

2023 0 0 0

Thereafter 0 0 0

Total $1,383 $432,478 $433,861
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 
67 as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial 
valuations of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited 
service) and assumptions about the probability of occurrence of events far into the future (e.g., 
mortality, disabilities, retirements, employment termination).  Actuarially determined amounts are 
subject to continual review and potential modifications, as actual results are compared with past 
expectations and new estimates are made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point.  The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant.  In many cases actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2017, are presented below: 
 

Wage Inflation 3.00 percent

Future Salary Increases, including inflation 3.50 percent to 18.20 percent

COLA  or Ad Hoc COLA 2.5 percent

Investment Rate of Return 7.50 percent net of investments expense, including inflation

Actuarial Cost Method Entry Age Normal

 
Prior to 2017, as assumption of 3 percent was used for COA or Ad Hoc COLA 
 
The RP-2014 Blue Collar Mortality Table with fully generational projection and Scale BB, 120% of male 
rates and 110% of female rates is used to evaluate allowances to be paid. The RP-2000 Disabled 
Mortality Table with 90% for male rates and 100% for female rates set back five years is used for the 
period after disability retirement.  
 
The most recent experience study was completed June 30, 2015.   
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
The long-term return expectation for the Pension Plan Investments has been determined using a 
building-block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating a weighted averaged of the 
expected real return premiums for each asset class, adding the projected inflation rate, and adding the 
expected return from rebalancing uncorrelated asset classes. The target allocation and best estimates of 
arithmetic real rates of return for each major assets class are summarized in the following table: 
 

Target

Asset Class Allocation

Cash 1.00 % 0.50 %

US Stocks 22.50 4.75

International Stocks 22.50 7.00

Fixed Income 19.00 1.50

Private Equity 10.00 8.00

Real Assets 15.00 5.00

Multi-Asset Stratagies 10.00 3.00

Total 100.00 %

Long-Term Expected

Real Rate of Return 

 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute.  Projected inflows from investment earning were calculated using the long-term assumed 
investment rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of 
projected benefits to determine the total pension liability.   
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential 
impact the following table presents the net pension liability calculated using the discount rate of 7.50 
percent, as well as what each plan’s net pension liability would be if it were calculated using a discount 
rate that is one percentage point lower (6.50 percent), or one percentage point higher (8.50 percent) 
than the current rate.  

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

School District's proportionate share

  of the net pension liability $146,244 $105,384 $71,153
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – STRS  

The total pension liability in the June 30, 2017, actuarial valuation was determined using the following 
actuarial assumptions, applied to all periods included in the measurement:  
 

July 1, 2017

Inflation 2.50 percent

Projected salary increases 2.50 percent at age 65 to 12.50 percent at age 20

Investment Rate of Return 7.45 percent, net of investment expenses, including inflation

Payroll Increases 3 percent

Cost-of-Living Adjustments 0.0 percent, effective July 1, 2017

  (COLA)

July 1, 2016

Inflation 2.75 percent

Projected salary increases 2.75 percent at age 70 to 12.25 percent at age 20

Investment Rate of Return 7.75 percent, net of investment expenses, including inflation

Payroll Increases 3.5 percent

Cost-of-Living Adjustments 2 percent simple applied as follows:  for members retiring before

  (COLA) August 1, 2013, 2 percent per year; for members retiring August 1, 2013,

 or later, 2 percent COLA paid on fifth anniversary of retirement date.

 
For July 1, 2017, actuarial valuations, post-retirement mortality rates for healthy retirees are based on 
the RP-2014 Annuitant Mortality Table with 50% of rates through age 69, 70% of rates between ages 70 
and 79, 90% of rates between ages 80 and 84, and 100% of rates thereafter, projected forward 
generationally using mortality improvement scale MP-2016.  Post-retirement disabled mortality rates 
are based on the RP-2014 Disabled Mortality Table with 90% of rates for males and 100% of rates for 
females, projected forward generationally using mortality improvement scale MP-2016.  Pre-retirement 
mortality rates are based on RP-2014 Employee Mortality Table, projected forward generationally using 
mortality improvement scale MP-2016. 
 
For the July 1, 2016 actuarial valuation, mortality rates were based on the RP-2000 Combined Mortality 
Table (Projection 2022—Scale AA) for Males and Females.  Males’ ages are set-back two years through 
age 89 and no set-back for age 90 and above.  Females younger than age 80 are set back four years, one 
year set back from age 80 through 89, and no set back from age 90 and above.    
 
Actuarial assumptions used in the July 1 2017, valuation are based on the results of an actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  Actuarial assumptions used in the 
June 30, 2016, valuation are based on the results of an actuarial experience study, effective July 1, 2012. 
 
STRS Ohio’s investment consultant develops an estimate range for the investment return assumption 
based on the target allocation adopted by the Retirement Board. 
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
The target allocation and long-term expected rate of return for each major asset class are summarized 
as follows: 

Target

Asset Class Allocation

Domestic Equity 28.00 % 7.35 %

International Equity 23.00 7.55

Alternatives 17.00 7.09

Fixed Income 21.00 3.00

Real Estate 10.00 6.00

Liquidity Reserves 1.00 2.25

Total 100.00 % 7.61 %

Long-Term Expected

Real Rate of Return *

 
 
* 10-Year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25% and 
does not include investment expenses. Over a 30-year period, STRS Ohio’s investment consultant indicates that the 
above target allocations should generate a return above the actuarial rate of return, without net value added by 
management. 
 

Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2017. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate 
increases described above. For this purpose, only employer contributions that are intended to fund 
benefits of current plan members and their beneficiaries are included.  Projected employer 
contributions that are intended to fund the service costs of future plan members and their beneficiaries, 
as well as projected contributions from future plan members, are not included.   
 

Based on those assumptions, STRS’ fiduciary net position was projected to be available to make all 
projected future benefit payments to current plan members as of June 30, 2017.  Therefore, the long-
term expected rate of return on pension plan investments of 7.45 percent was applied to all periods of 
projected benefit payment to determine the total pension liability as of June 30, 2017. 
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the School’s proportionate share of the net pension liability calculated 
using the current period discount rate assumption of 7.45 percent, as well as what the School’s 
proportionate share of the net pension liability would be if it were calculated using a discount rate that 
is one-percentage-point lower (6.45 percent) or one-percentage-point higher (8.45 percent) than the 
current rate:  

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

School District's proportionate share

  of the net pension liability $2,647,331 $1,846,804 $1,172,480

 
Benefit Term Changes Since the Prior Measurement Date 
Effective July 1, 2017, the COLA was reduced to zero.  
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NOTE 10 - POSTEMPLOYMENT BENEFITS 
 
Net OPEB Liability 

 
The net OPEB liability reported on the statement of net position represents a liability to employees for 
OPEB. OPEB is a component of exchange transactions-–between an employer and its employees—of 
salaries and benefits for employee services.  OPEB are provided to an employee—on a deferred-
payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for OPEB is a present obligation 
because it was created as a result of employment exchanges that already have occurred 
 
 The net OPEB liability represents the School’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB liability calculation is dependent on critical long-term 
variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting these estimates annually.   

 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which OPEB are financed; however, the School 
does receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the liability is solely the obligation of the employer, because they benefit from 
employee services.  OPEB contributions come from these employers and health care plan enrollees 
which pay a portion of the health care costs in the form of a monthly premium.  The Ohio revised Code 
permits, but does not require the retirement systems to provide healthcare to eligible benefit recipients. 
Any change to benefits or funding could significantly affect the net OPEB liability. Resulting adjustments 
to the net OPEB liability would be effective when the changes are legally enforceable. The retirement 
systems may allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB liability 
on the accrual basis of accounting.  Any liability for the contractually-required OPEB contribution 
outstanding at the end of the year is included in intergovernmental payable on both the accrual and 
modified accrual bases of accounting.   
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NOTE 10 - POSTEMPLOYMENT BENEFITS (continued) 
 

Plan Description - School Employees Retirement System (SERS) 
 
Health Care Plan Description - The School contributes to the SERS Health Care Fund, administered by 
SERS for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered 
a cost-sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the death of a member or retiree, are eligible for SERS’ health care coverage. Most retirees and 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self-insured preferred 
provider organization for its non-Medicare retiree population. For both groups, SERS offers a self-
insured prescription drug program. Health care is a benefit that is permitted, not mandated, by statute.  
The financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which 
can be obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with 
Internal Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or 
discontinue any health plan or program. Active employee members do not contribute to the Health Care 
Plan.  The SERS Retirement Board established the rules for the premiums paid by the retirees for health 
care coverage for themselves and their dependents or for their surviving beneficiaries.  Premiums vary 
depending on the plan selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required pensions and benefits, the 
Retirement Board may allocate the remainder of the employer contribution of 14 percent of covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2018, .5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro-rated if 
less than a full year of service credit was earned. For fiscal year 2018, this amount was $23,700. Statutes 
provide that no employer shall pay a health care surcharge greater than 2 percent of that employer’s 
SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the total statewide 
SERS-covered payroll for the health care surcharge.  For fiscal year 2018, the School’s surcharge 
obligation was $2,255  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The School’s contractually required contribution to SERS was 
$2,891 for fiscal year 2018.     
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NOTE 10 - POSTEMPLOYMENT BENEFITS (continued) 
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing 
Health Plan administered for eligible retirees who participated in the defined benefit or combined 
pension plans offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include 
hospitalization, physicians’ fees, prescription drugs and partial reimbursement of monthly Medicare Part 
B premiums.  Medicare Part B premium reimbursements will be discontinued effective January 1, 2020.  
The Plan is included in the report of STRS which can be obtained by visiting www.strsoh.org or by calling 
(888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be 
absorbed by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all 
health care plan enrollees, for the most recent year, pay a portion of the health care costs in the form of 
a monthly premium.  Under Ohio law, funding for post-employment health care may be deducted from 
employer contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 
2018, STRS did not allocate any employer contributions to post-employment health care 
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB  
 
The net OPEB liability was measured as of June 30, 2017, and the total OPEB liability used to calculate 
the net OPEB liability was determined by an actuarial valuation as of that date. The School’s proportion 
of the net OPEB liability was based on the School’s share of contributions to the respective retirement 
systems relative to the contributions of all participating entities.  Following is information related to the 
proportionate share and OPEB expense: 

 
SERS STRS Total

Proportion of the Net OPEB Liability

  Prior Measurement Date 0.00617768% 0.01042517%

Proportion of the Net OPEB Liability

  Current Measurement Date 0.00279359% 0.00777431%

Change in Proportionate Share -0.00338409% -0.00265086%

Proportionate Share of the Net 

  OPEB Liability $74,974 $303,325 $378,299

OPEB Expense ($21,180) ($112,811) ($133,991)
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NOTE 10 - POSTEMPLOYMENT BENEFITS (continued) 
 
At June 30, 2018, the School reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience $0 $17,510 $17,510

Changes of assumptions 0 0 0

Net difference between projected and

  actual earnings on pension plan investments 0 0 0

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 0 0 0

Academy contributions subsequent to the 

  measurement date 2,891 0 2,891

Total Deferred Outflows of Resources $2,891 $17,510 $20,401

Deferred Inflows of Resources

Differences between expected and

  actual experience $0 $0 $0

Changes of assumptions 7,114 24,434 31,548

Net difference between projected and

  actual earnings on pension plan investments 198 12,965 13,163

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 70,805 121,516 192,321

Total Deferred Inflows of Resources $78,117 $158,915 $237,032
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NOTE 10 - POSTEMPLOYMENT BENEFITS (continued) 
 
$2,891 reported as deferred outflows of resources related to OPEB resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending June 30, 2019.  Other amounts reported as deferred outflows of resources and deferred 
inflows of resources related to OPEB will be recognized in OPEB expense as follows:  

SERS STRS Total

Fiscal Year Ending June 30:

2019 ($28,281) ($24,648) ($52,929)

2020 (28,281) (24,648) (52,929)

2021 (21,504) (24,648) (46,152)

2022 (51) (24,649) (24,700)

2023 0 (21,407) (21,407)

Thereafter 0 (21,405) (21,405)

Total ($78,117) ($141,405) ($219,522)

 
 
Actuarial Assumptions - SERS 
 
The total OPEB liability is determined by SERS’ actuaries in accordance with GASB Statement No. 74, as 
part of their annual actuarial valuation for each retirement plan. Actuarial valuations of an ongoing plan 
involve estimates of the value of reported amounts (e.g., salaries, credited service) and assumptions 
about the probability of occurrence of events far into the future (e.g., mortality, disabilities, retirements, 
employment terminations). Actuarially determined amounts are subject to continual review and 
potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point. The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
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NOTE 10 - POSTEMPLOYMENT BENEFITS (continued) 
 
Key methods and assumptions used in calculating the total OPEB liability in the latest actuarial valuation 
date of June 30, 2017, are presented below: 
 

Wage Inflation 3.00 percent

Future Salary Increases, including inflation 3.50 percent to 18.20 percent

Investment Rate of Return 7.50 percent net of investments

expense, including inflation

Municipal Bond Index Rate:

    Measurement Date 3.56 percent

    Prior Measurement Date 2.92 percent

Single Equivalent Interest Rate, net of plan investment expense,

 including price inflation

    Measurement Date 3.63 percent

    Prior Measurement Date 2.98 percent

Medical Trend Assumption

    Medicare 5.50 to 5.00 percent

    Pre-Medicare 7.50 to 5.00 percent  
 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The most recent experience study was completed for the five-year period ended June 30, 2015.   
 
The long-term expected rate of return on plan assets is reviewed as part of the actuarial five-year 
experience study. The most recent study covers fiscal years 2010 through 2015, and was adopted by the 
Board on April 21, 2016. Several factors are considered in evaluating the long-term rate of return 
assumption including long-term historical data, estimates inherent in current market data, and a log-
normal distribution analysis in which best-estimate ranges of expected future real rates of return were 
developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long-term expected rate of return, 7.50 percent, by weighting the expected future real 
rates of return by the target asset allocation percentage and then adding expected inflation. The capital 
market assumptions developed by the investment consultant are intended for use over a 10-year 
horizon and may not be useful in setting the long-term rate of return for funding pension plans which 
covers a longer timeframe. The assumption is intended to be a long-term assumption and is not 
expected to change absent a significant change in the asset allocation, a change in the inflation 
assumption, or a fundamental change in the market that alters expected returns in future years. 
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NOTE 10 - POSTEMPLOYMENT BENEFITS (continued) 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset 
class, as used in the June 30, 2015 five-year experience study, are summarized as follows: 
 

Target

Asset Class Allocation

Cash 1.00 % 0.50 %

US Stocks 22.50 4.75

Non-US Stocks 22.50 7.00

Fixed Income 19.00 1.50

Private Equity 10.00 8.00

Real Assets 15.00 5.00

Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Long-Term Expected

Real Rate of Return

 
 

Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2017 was 3.63 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2017 was 2.98 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be 
made from members and the System at the state statute contribution rate of 2.00 percent of projected 
covered employee payroll each year, which includes a 1.50 percent payroll surcharge and 0.50 percent 
of contributions from the basic benefits plan. Based on these assumptions, the OPEB plan’s fiduciary net 
position was projected to become insufficient to make future benefit payments during the fiscal year 
ending June 30, 2025. Therefore, the long-term expected rate of return on OPEB plan assets was used to 
present value the projected benefit payments through the fiscal year ending June 30, 2024 and the 
Fidelity General Obligation 20-year Municipal Bond Index rate of 3.56 percent, as of June 30, 2017 (i.e. 
municipal bond rate), was used to present value the projected benefit payments for the remaining years 
in the projection. The total present value of projected benefit payments from all years was then used to 
determine the single rate of return that was used as the discount rate. The projection of future benefit 
payments for all current plan members was until the benefit payments ran out. 
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NOTE 10 - POSTEMPLOYMENT BENEFITS (continued) 
 
Sensitivity of the School’s Proportionate Share of the Net OPEB Liability to Changes in the Discount 
Rate and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in 
the discount rate and the health care cost trend rate. The following table presents the net OPEB liability 
of SERS, what SERS' net OPEB liability would be if it were calculated using a discount rate that is 1 
percentage point lower (2.63%) and higher (4.63%) than the current discount rate (3.63%). Also shown is 
what SERS' net OPEB liability would be based on health care cost trend rates that are 1 percentage point 
lower (6.5% decreasing to 4.0%) and higher (8.5% decreasing to 6.0%) than the current rate. 
  

Current

1% Decrease Discount Rate 1% Increase

(2.63%) (3.63%) (4.63%)

School District's proportionate share

  of the net OPEB liability $90,539 $74,974 $62,640

 
 

1% Decrease Trend Rate 1% Increase

(6.5 % decreasing (7.5 % decreasing (8.5 % decreasing

to 4.0 %) to 5.0 %) to 6.0 %)

School District's proportionate share

  of the net OPEB liability $60,835 $74,974 $93,685

 
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2017, actuarial valuation are presented below:   

 

Inflation 2.50 percent

Projected salary increases 12.50 percent at age 20 to 

 2.50 percent at age 65

Investment Rate of Return 7.45 percent, net of investment

 expenses, including inflation

Payroll Increases 3 percent

Cost-of-Living Adjustments 0.0 percent, effective July 1, 2017

  (COLA)

Blended Discount Rate of Return 4.13 percent

Health Care Cost Trends 6 to 11 percent initial, 4.5 percent ultimate  
 
Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
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NOTE 10 - POSTEMPLOYMENT BENEFITS (continued) 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates 
between ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using 
mortality improvement scale MP-2016. For disabled retirees, mortality rates are based on the RP-2014 
Disabled Mortality Table with 90 percent of rates for males and 100 percent of rates for females, 
projected forward generationally using mortality improvement scale MP-2016. 
 
Actuarial assumptions used in the June 30, 2017, valuation are based on the results of an actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 
Since the prior measurement date, the discount rate was increased from 3.26 percent to 4.13 percent 
based on the methodology defined under GASB Statement No. 74, Financial Reporting for 
Postemployment Benefit Plans Other Than Pension Plans (OPEB) and the long term expected rate of 
return was reduced from 7.75 percent to 7.45 percent. Valuation year per capita health care costs were 
updated, and the salary scale was modified. The percentage of future retirees electing each option was 
updated based on current data and the percentage of future disabled retirees and terminated vested 
participants electing health coverage were decreased. The assumed mortality, disability, retirement, 
withdrawal and future health care cost trend rates were modified along with the portion of rebated 
prescription drug costs. 
 
Also since the prior measurement date, the subsidy multiplier for non-Medicare benefit recipients was 
reduced from 2.1 percent to 1.9 percent per year of service. Medicare Part B premium reimbursements 
were discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 2019.  Subsequent to the current measurement 
date, the date for discontinuing remaining Medicare Part B premium reimbursements was extended to 
January 2020. 
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NOTE 10 - POSTEMPLOYMENT BENEFITS (continued) 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long-term expected 
rate of return for each major asset class are summarized as follows:  
 

Target

Asset Class Allocation

Domestic Equity 28.00 % 7.35 %

International Equity 23.00 7.55

Alternatives 17.00 7.09

Fixed Income 21.00 3.00

Real Estate 10.00 6.00

Liquidity Reserves 1.00 2.25

Total 100.00 %

* 10 year annualized geometric nominal returns, which  include the 

real rate of return and inflation of 2.25 percent and does not include 

investment expenses.  Over a 30-year period, STRS' investment

consultant indicates that the above target allocations should

generate a return above the actual rate of return, without net

value added by management.

Long-Term Expected

Rate of Return *

 
 

Discount Rate The discount rate used to measure the total OPEB liability was 4.13 percent as of June 30, 
2017. The projection of cash flows used to determine the discount rate assumes STRS Ohio continues to 
allocate no employer contributions to the health care fund. Based on these assumptions, the OPEB 
plan’s fiduciary net position was not projected to be sufficient to make all projected future benefit 
payments of current plan members. The OPEB plan’s fiduciary net position was projected to become 
insufficient to make future benefit payments during the fiscal year ending June 30, 2037.  Therefore, the 
long-term expected rate of return on OPEB plan assets was used to determine the present value of the 
projected benefit payments through the fiscal year ending June 30, 2036 and the Bond Buyer 20-year 
municipal bond rate of 3.58 percent as of June 30, 2017 (i.e. municipal bond rate), was used to 
determine the present value of the projected benefit payments for the remaining years in the 
projection.  The total present value of projected benefit payments from all years was then used to 
determine the single rate of return that was used as the discount rate. The blended discount rate of 4.13 
percent, which represents the long-term expected rate of return of 7.45 percent for the funded benefit 
payments and the Bond Buyer 20-year municipal bond rate of 3.58 percent for the unfunded benefit 
payments, was used to measure the total OPEB liability as of June 30, 2017.  A blended discount rate of 
3.26 percent which represents the long term expected rate of return of 7.75 percent for the funded 
benefit payments and the Bond Buyer 20-year municipal bond rate of 2.85 percent for the unfunded 
benefit payments was used to measure the total OPEB liability at June 30, 2016. 
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NOTE 10 - POSTEMPLOYMENT BENEFITS (continued) 
 
Sensitivity of the School’s Proportionate Share of the Net OPEB Liability to Changes in the Discount 
and Health Care Cost Trend Rate The following table represents the net OPEB liability as of June 30, 
2017, calculated using the current period discount rate assumption of 4.13 percent, as well as what the 
net OPEB liability would be if it were calculated using a discount rate that is one percentage point lower 
(3.13 percent) or one percentage point higher (5.13 percent) than the current assumption. Also shown is 
the net OPEB liability as if it were calculated using health care cost trend rates that are one percentage 
point lower or one percentage point higher than the current health care cost trend rates. 
 

Current

1% Decrease Discount Rate 1% Increase

(3.13%) (4.13%) (5.13%)

School District's proportionate share

  of the net OPEB liability $407,209 $303,325 $221,223

 
 

Current

1% Decrease Trend Rate 1% Increase

School District's proportionate share

  of the net OPEB liability $210,737 $303,325 $425,181

 
 
NOTE 11 - CONTINGENCIES 

 
Grants - The School received financial assistance from federal and state agencies in the form of grants.  
Amounts received from grantor agencies are subject to audit and adjustment by the grantor.  Any 
disallowed costs may require refunding to the grantor.  Amounts which may be disallowed, if any, are 
not presently determinable.  However, in the opinion of the School, any such adjustments will not have 
a material adverse effect on the financial position of the School.  
 
Litigation - There are currently no matters in litigation with the School as defendant. 

 
Full-Time Equivalency - School foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by 
schools throughout the State, which can extend past the fiscal year end.  

 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal 
year end that may result in an additional adjustment to the enrollment information as well as claw backs 
of Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE performed such a review on the School for fiscal year 2018.  
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NOTE 11 – CONTINGENCIES (continued) 
 
As of the date of this report, the ODE has made one FTE adjustment in September 2018 related to fiscal 
year 2018. For the School, the amount was a positive adjustment and it has been accrued on the 
Statement of Net Position. However, as there may be additional adjustments made by the ODE, the full 
impact of future FTE adjustments on the fiscal year 2018 financial statements is not determinable, at 
this time. Management believes this may result in either an additional receivable to, or a liability of, the 
School. 
 
In addition, the School’s contract with their Sponsor and Management Company require payment based 
on revenues received from the State.  As discussed above, additional FTE adjustments for fiscal year 
2018 are not finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 2018 
financial statements, related to additional reconciliation necessary with these contracts, is not 
determinable.  Management believes this may result in either an additional receivable to, or liability of, 
the School. 
 

NOTE 12 - SPONSOR CONTRACT 
 
The School contracted with Ohio Council of Community Schools (OCCS) as its sponsor and oversight 
services as required by law.  Sponsorship fees are calculated as a three percent of state funds received 
by the School from the State of Ohio. For the fiscal year ended June 30, 2018, the total sponsorship fees 
paid totaled $38,475.  

 
NOTE 13 - PURCHASED SERVICES 

 
For the period of July 1, 2017 through June 30, 2018, the School made the following purchased services 
commitments. 
 

Purchased Services Amount

Professional Services 471,544$         

Property Services 189,688           

   Utilities 80,186             

Travel & Meetings 932                  

Communications 44,659             

Contractual Trade 138,809           

Pupil Transportation 306,774           

Total 1,232,592$      
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NOTE 14 - MANAGEMENT COMPANY and MANAGEMENT COMPANY EXPENSES 
 

For fiscal year 2018 the School entered into an agreement with Accel Schools Ohio, LLC to provide 
management support services. The agreement is for a period beginning May 1, 2017 and ending on June 
30, 2027. Management fees are calculated as 18% of the total revenues received from the State of Ohio. 
The total amount due from the School for the fiscal year ending June 30, 2018, was $332,620 and is 
included under “Purchased Services” on the Statements of Revenues, Expenses, and Changes in Net 
Position.   

 
Also, per the management agreement there are expenses that will be billed to the School based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of Accel employees working 
in at the School and other costs related to providing education and administrative services. The total 
amount billed during fiscal year 2018 was $735,921. 
 
For the periods ended June 30, 2018, Accel Schools Ohio, LLC, incurred the following expenses on behalf 
of the School: 
 

Regular Instruction

(1100 Function 

Codes)

Support Services

(2000 Function 

Codes)

Total

1100 2000

Professional & Technical Services (410 Object Codes) 410 360,292.96$           360,292.96$           

Communications (440 Object Codes) 440 35,454.30$             35,454.30$             

Other Supplies (510 Object Codes) 510 2,127.51$               35,778.13$             37,905.64$             

Other Direct Expense (800 Object Codes) 800 6,761.00$               6,761.00$               

Total Direct Expenses 2,127.51$               438,286.39$           440,413.90$           

Overhead 168,728.49$           168,728.49$           

Total Expenses 2,127.51$               607,014.88$           609,142.39$           

Direct Expenses: 

Indirect Expenses:  

 
 

Accel Schools Ohio, LLC expenses benefitting more than one school (i.e. overhead) are pro-rated based 
on full time equivalent (FTE) head count as of June 30, 2018 by each school it manages. 

 
NOTE 15 - LEASE OBLIGATIONS 
  

On February 18, 2013, the School entered into a lease with IRG RC Market HQ, LLC for 42,938 square 
feet of space located at 1144 East Market Street, Akron, OH 44305.  The term of the lease is for a period 
of ten years.  Base rent will be $8,000 until October 31, 2017. As of November 1, 2017, the new monthly 
rent will be based off the October FTE count for the fiscal year. If the School is funded at or below 275 
FTEs, the monthly rent will be set at $8,000. If the School is funded at more than 275 FTEs then the 
monthly rent will be set at $10,000. If the School is funded at more than 300 FTEs then the monthly rent 
will be set at $12,000. Finally, if the School is funded for more than 325 FTEs the monthly rent will be set 
at $18,000.  Base rent expense for the fiscal year ended 2018 was $96,000.   
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NOTE 16 - IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES AND RESTATEMENT OF NET 
POSITION 
 
For the fiscal year ended June 30, 2018, the School has implemented Governmental Accounting 
Standards Board (GASB) Statement No. 75, Accounting and Financial reporting for Postemployment 
Benefits other than Pensions, GASB Statement No. 81, Irrevocable Split-Interest Agreements, GASB 
Statement No. 85, Omnibus 2017 and GASB Statement No. 86, Certain Debt Extinguishments. 
 
GASB Statement No. 75 requires recognition of the entire net postemployment benefits other than 
pensions (other postemployment benefits or OPEB) liability and a more comprehensive measure of 
postemployment benefits expense for OPEB provided to the employees of state and local governmental 
employers through OPEB plans that are administered through trusts or equivalent arrangements. The 
implementation of GASB Statement No. 75 resulted in the inclusion of net OPEB liability and OPEB 
expense components on the accrual financial statements.  See below for the effect on net position as 
previously reported.  
 
GASB Statement No. 81 requires that a government that receives resources pursuant to an irrevocable 
split-interest agreement recognize assets, liabilities, and deferred inflows of resources at the inception 
of the agreement. Furthermore, it requires that a government recognize assets representing its 
beneficial interests in irrevocable split-interest agreements that are administered by a third party, if the 
government controls the present service capacity of the beneficial interests. This Statement also 
requires that a government recognize revenue when the resources become applicable to the reporting 
period.  The implementation of GASB Statement No. 81 did not have an effect on the financial 
statements of the School. 
 
GASB Statement No. 85 addresses a variety of topics including issues related to blending component 
units, goodwill, fair value measurement and application, and postemployment benefits. These changes 
were incorporated in the School’s fiscal year 2018 financial statements; however, there was no effect on 
beginning net position.  
 
GASB Statement No. 86 addresses the reporting and disclosure requirements of certain debt 
extinguishments including in-substance defeasance transactions and prepaid insurance associated with 
debt that is extinguished. The implementation of GASB Statement No. 86 did not have an effect on the 
financial statements of the School. 
 

Net Position June 30, 2017 (3,502,517)$    

Adjustments:

Net OPEB liability (733,628)          

Deferred Outflow - Payments Subsequent to Measurement Date 1,816               

Restated Net Position June 30, 2017 (4,234,329)$    

 
Other than employer contributions subsequent to the measurement date, the School made no 
restatement for deferred inflows/outflows of resources as the information needed to generate these 
restatements was not available.
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NOTE 17 - FISCAL DISTRESS AND MANAGEMENT PLAN 
 
Several factors have caused the School to experience fiscal distress.   The School’s cash balance at June 
30, 2018 was $23,415.  Additionally, the School has significant liabilities at June 30, 2018 which has 
resulted in a deficit net position of ($4,098,509).   Overcoming this deficit may be difficult without 
significant increases in student enrollments and related revenues in order to pay off outstanding 
liabilities and cover ongoing operating costs.  
 
Management intends to eliminate these deficits by increasing enrollment, reevaluating staffing levels 
and applying for grant funds.    
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AKRON PREPARATORY SCHOOL - SUMMIT COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE SCHOOL’S PROPORTIONATE SHARE OF NET PENSION LIABILITY 

SCHOOL EMPLOYEES RETIREMENT SYSTEM OF OHIO 
LAST FOUR FISCAL YEARS 

2018 2017 2016 2015

School's Proportion of the Net Pension Liability 0.0017638 0.0027094 0.00262010% 0.00208400%

School's Proportionate Share of the Net Pension Liability 105,384$       198,303$       149,505$        105,470$         

School's Covered-Employee Payroll 53,921$         84,143$         78,877$          56,667$           

School's Proportionate Share of the Net Pension Liability 195.44% 235.67% 189.54% 186.12%

as a Percentage of its Covered-Employee Payroll

Plan Fiduciary Net Position as a Percentage of the 69.50% 62.98% 69.16% 71.70%

Total Pension Liability

Information prior to 2015 is not available. Schedule is intended to show ten years of information, and additonal

 years' will be displayed as it becomes available.

Amounts presented as of the School's measurement date which is the prior fiscal period end.
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AKRON PREPARATORY SCHOOL - SUMMIT COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE SCHOOL’S PROPORTIONATE SHARE OF NET PENSION LIABILITY 

STATE TEACHERS RETIREMENT SYSTEM OF OHIO 
LAST FOUR FISCAL YEARS 

2018 2017 2016 2015

School's Proportion of the Net Pension Liability 0.00777431% 0.01042517% 0.01167078% 0.00828467%

School's Proportionate Share of the Net Pension Liability 1,846,804$     3,489,619$     3,225,462$     2,015,118$       

School's Covered Payroll 854,693$        1,096,929$     1,217,650$     846,462$          

School's Proportionate Share of the Net Pension Liability 216.08% 318.13% 264.89% 238.06%

as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 75.30% 66.80% 72.10% 74.70%

Total Pension Liability

Information prior to 2015 is not available. Schedule is intended to show ten years of information, and additional

 years' will be displayed as it becomes available.

Amounts presented  as of the School's measurement date which is the prior fiscal period end. 
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AKRON PREPARATORY SCHOOL - SUMMIT COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE SCHOOL’S CONTRIBUTIONS 

SCHOOL EMPLOYEES RETIREMENT SYSTEM OF OHIO 
LAST FIVE FISCAL YEARS 

 
2018 2017 2016 2015 2014

Contractually Required Contribution 17,161$     7,549$       11,780$    10,396$    7,854$      

Contributions in Relation to the Contractually 

Required Contribution (17,161)$    (7,549)$      (11,780)$  (10,396)$  (7,854)$    

Contribution Deficiency (Excess) -$           -$           -$         -$         -$         

School's Covered Payroll 127,119$   53,921$     84,143$    78,877$    56,667$    

Contributions as a Percentage of

Covered Payroll 13.50% 14.00% 14.00% 13.18% 13.86%

Information prior to 2014 is not available. Schedule is intended to show ten years of information, and 

additional years' will be displayed as it becomes available.
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AKRON PREPARATORY SCHOOL - SUMMIT COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE SCHOOL’S CONTRIBUTIONS 

STATE TEACHERS RETIREMENT SYSTEM OF OHIO 
LAST FIVE FISCAL YEARS 

 
2018 2017 2016 2015 2014

Contractually Required Contribution 87,802$        119,657$      153,570$      170,471$      110,040$      

Contributions in Relation to the Contractually 

Required Contribution (87,802)$       (119,657)$     (153,570)$     (170,471)$     (110,040)$     

Contribution Deficiency (Excess) -$              -$              -$              -$              -$              

School's Covered Payroll 627,157$      854,693$      1,096,929$   1,217,650$   846,462$      

Contributions as a Percentage of

Covered Payroll 14.00% 14.00% 14.00% 14.00% 13.00%

Information prior to 2014 is not available. Schedule is intended to show ten years of information, and 

additional years' will be displayed as it becomes available.
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AKRON PREPARATORY SCHOOL - SUMMIT COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE SCHOOL’S PROPORTIONATE SHARE OF NET PENSION LIABILITY 

SCHOOL EMPLOYEES RETIREMENT SYSTEM OF OHIO 
LAST TWO FISCAL YEARS 

2018 2017

School's Proportion of the Net OPEB Liability 0.0027936% 0.0061777%

School's Proportionate Share of the Net OPEB Liability 74,974$         176,087$       

School's Covered Payroll 53,921$         84,143$         

School's Proportionate Share of the Net OPEB Liability 139.04% 209.27%

as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 12.46% 11.49%

Total OPEB Liability

Information prior to 2017 is not available. Schedule is intended to show ten years of information, and additonal

 years' will be displayed as it becomes available.

Amounts presented as of the School's measurement date which is the prior fiscal period end.

See accompanying notes to the required supplementary information
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AKRON PREPARATORY SCHOOL - SUMMIT COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE SCHOOL’S PROPORTIONATE SHARE OF NET PENSION LIABILITY 

STATE TEACHERS RETIREMENT SYSTEM OF OHIO 
LAST TWO FISCAL YEARS 

2018 2017

School's Proportion of the Net OPEB Liability 0.00777431% 0.01042517%

School's Proportionate Share of the Net OPEB Liability 303,325$          557,541$         

School's Covered Payroll 854,693$          1,096,929$      

School's Proportionate Share of the Net OPEB Liability 35.49% 50.83%

as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 47.10% 37.30%

Total OPEB Liability

Information prior to 2017 is not available. Schedule is intended to show ten years of information, and additonal

 years' will be displayed as it becomes available.

Amounts presented as of the School's measurement date which is the prior fiscal period end.

See accompanying notes to the required supplementary information
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AKRON PREPARATORY SCHOOL - SUMMIT COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE SCHOOL’S CONTRIBUTIONS 

SCHOOL EMPLOYEES RETIREMENT SYSTEM OF OHIO 
LAST TEN FISCAL YEARS 

 
2018 2017 2016 2015 2014

Contractually Required Contribution 2,891$       1,816$       559$          647$          933$         

Contributions in Relation to the Contractually 

Required Contribution (2,891)$      (1,816)$      (559)$        (647)$        (933)$       

Contribution Deficiency (Excess) -$           -$           -$          -$          -$         

School's Covered Payroll 127,119$   53,921$     84,143$     78,877$     56,667$    

OPEB Contributions as a Percentage of

Covered Payroll 2.27% 3.37% 0.66% 0.82% 1.65%

Information prior to 2014 is not available. Schedule is intended to show ten years of information, and 

additional years' will be displayed as it becomes available.
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AKRON PREPARATORY SCHOOL - SUMMIT COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE SCHOOL’S CONTRIBUTIONS 

STATE TEACHERS RETIREMENT SYSTEM OF OHIO 
LAST TEN FISCAL YEARS 

 
2018 2017 2016 2015 2014

Contractually Required Contribution -$              -$              -$                -$               8,465$          

Contributions in Relation to the Contractually 

Required Contribution -$              -$              -$                -$               (8,465)$         

Contribution Deficiency (Excess) -$              -$              -$                -$               -$              

School's Covered Payroll 627,157$      854,693$      1,096,929$     1,217,650$    846,462$      

Contributions as a Percentage of

Covered Payroll 0.00% 0.00% 0.00% 0.00% 1.00%

Information prior to 2014 is not available. Schedule is intended to show ten years of information, and 

additional years' will be displayed as it becomes available.

See accompanying notes to the required supplementary information.
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Net Pension Liability  
 
Changes of benefit terms - SERS:  
 
There were no changes in benefit terms from the amounts reported for fiscal years 2014-2018. 
 
The following changes were made to the benefit terms in 2018 as identified: The COLA was changed 
from a fixed 3.00% to a COLA that is indexed to CPI-W not greater than 2.5% with a floor of 0% 
beginning January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has 
enacted a three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in assumptions - SERS:  
 
There were no changes in methods and assumptions used in the calculation of actuarial determined 
contributions for fiscal years 2014-2016 and 2018. For fiscal year 2018, the following changes of 
assumptions affected the total pension liability since the prior measurement date: (a) the assumed rate 
of inflation was reduced from 3.25% to 3.00%, (b) payroll growth assumption was reduced from 4.00% 
to 3.50%, (c) assumed real wage growth was reduced from 0.75% to 0.50%, (d) Rates of withdrawal, 
retirement and disability were updated to reflect recent experience, (e) mortality among active 
members was updated to RP-2014 Blue Collar Mortality Table with fully generational projection and a 
five year age set-back for both males and females, (f) mortality among service retired members, and 
beneficiaries was updated to the following RP-2014 Blue Collar Mortality Table with fully generational 
projection with Scale BB, 120% of male rates, and 110% of female rates and (g) mortality among disable 
member was updated to RP-2000 Disabled Mortality Table, 90% for male rates and 100% for female 
rates, set back five years is used for the period after disability retirement (h) change in discount rate 
from 7.75% to 7.5%.   

 
Changes in benefit terms - STRS:  
 
There were no changes in benefit terms from the amounts reported for fiscal years 2014-2018. 
 
Changes in assumptions - STRS:  
 
There were no changes in methods and assumptions used in the calculation of actuarial determined 
contributions for fiscal years 2014-2018.  For fiscal year 2018, the following changes of assumptions 
affected the total pension liability since the prior measurement date: (a) inflation assumption lowered 
from 2.75% to 2.50%, (b) investment return assumption lowered from 7.75% to 7.45%, (c) total salary 
increases rates lowered by decreasing the merit component of the individual salary increases, as well as 
by 0.25% due to lower inflation, (d) payroll growth assumption lowered to 3.00%, (e) updated the 
healthy and disable mortality assumption to the “RP-2014” mortality tables with generational 
improvement scale MP-2016, (f) rates of retirement, termination and disability were modified to better 
reflect anticipated future experience.  
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Net OPEB Liability  
  
Changes in Assumptions – SERS  
  
Amounts reported for fiscal year 2018 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability as presented below:  
  
Municipal Bond Index Rate: 
    Fiscal year 2018          3.56 percent 
    Fiscal year 2017         2.92 percent 
Single Equivalent Interest Rate, net of plan investment expense, 
 including price inflation 
    Fiscal year 2018          3.63 percent 
    Fiscal year 2017         2.98 percent 
  
 Changes in Assumptions – STRS  
  
For fiscal year 2018, the discount rate was increased from 3.26 percent to 4.13 percent based on the 
methodology defined under GASB Statement No. 74, Financial Reporting for Postemployment Benefit 
Plans Other Than Pension Plans (OPEB) and the long term expected rate of return was reduced from 
7.75 percent to 7.45 percent. Valuation year per capita health care costs were updated, and the salary 
scale was modified. The percentage of future retirees electing each option was updated based on 
current data and the percentage of future disabled retirees and terminated vested participants electing 
health coverage were decreased. The assumed mortality, disability, retirement, withdrawal and future 
health care cost trend rates were modified along with the portion of rebated prescription drug costs.  
  
Also, for fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 
2.1 percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were 
discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 2019.
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JAMES G. ZUPKA, C.P.A., INC. 
Certified Public Accountants 

5240 East 98
th

 Street 

Garfield Hts., Ohio 44125 
_________________ 

 
Member American Institute of Certified Public Accountants           (216) 475 - 6136                            Ohio Society of Certified Public Accountants 

 

 

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 

AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN 

AUDIT OF FINANCIAL STATEMENTS PERFORMED IN 

ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
 

To the Members of the Board  The Honorable Dave Yost 

Auditor of State 

State of Ohio 

Akron Preparatory School  

Akron, Ohio  

 

We have audited, in accordance with the auditing standards generally accepted in the United 

States of America and the standards applicable to financial audits contained in Government 

Auditing Standards issued by the Comptroller General of the United States, the financial 

statements of the Akron Preparatory School, Summit County, Ohio, (the School) as of and for 

the year ended June 30, 2018, and the related notes to the financial statements, which collectively 

comprise the School’s basic financial statements, and have issued our report thereon dated 

December 28, 2018, wherein we noted the School adopted new accounting guidance in 

Governmental Accounting Standards Board (GASB) Statement No. 75, Accounting and 

Financial Reporting for Postemployment Benefits Other Than Pensions, and the School is 

experiencing financial difficulties and has reported a deficit net position.   

 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School’s 

internal control over financial reporting (internal control) to determine the audit procedures that 

are appropriate in the circumstances for the purpose of expressing our opinion on the financial 

statements, but not for the purpose of expressing an opinion on the effectiveness of the School’s 

internal control. Accordingly, we do not  express an opinion on the effectiveness of the School’s 

internal control.   

 

A deficiency in internal control exists when the design or operation of a control does not allow 

management or employees, in the normal course of performing their assigned functions, to 

prevent, or detect and correct, misstatements on a timely basis. A material weakness is a 

deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable 

possibility that a material misstatement of the School’s financial statements will not be 

prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or 

a combination of deficiencies, in internal control that is less severe than a material weakness, yet 

important enough to merit attention by those charged with governance.   
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Our consideration of internal control was for the limited purpose described in the first paragraph 

of  this section and was not designed to identify all deficiencies in internal control that might be 

material weaknesses or significant deficiencies.  Given these limitations, during our audit we did 

not identify any deficiencies in internal control that we consider to be material weaknesses.  

However, material weaknesses may exist that have not been identified. 

 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School’s financial statements are 

free from material misstatement, we performed tests of its compliance with certain provisions of 

laws, regulations, contracts, and grant agreements, noncompliance with which could have a 

direct and material effect on the determination of financial statement amounts.  However, 

providing an opinion on compliance with those provisions was not an objective of our audit, and 

accordingly, we do not express such an opinion.  The results of our tests disclosed no instances 

of noncompliance or other matters that are required to be reported under Government Auditing 

Standards. 

 
Purpose of This Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and 

compliance and the results of that testing, and not to provide an opinion on the effectiveness of 

the School’s internal control or on compliance.  This report is an integral part of an audit 

performed in accordance with Government Auditing Standards in considering the School’s 

internal control and compliance.  Accordingly, this communication is not suitable for any other 

purpose.  

 

 
James G. Zupka, CPA, Inc. 

Certified Public Accountants 

 

December 28, 2018 
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AKRON PREPARATORY SCHOOL 
SUMMIT COUNTY, OHIO 

SCHEDULE OF PRIOR AUDIT FINDINGS AND QUESTIONED COSTS 
JUNE 30, 2018 

 

 

The prior audit report, as of June 30, 2017, included no citations or instances of noncompliance.  
Management letter recommendations have been corrected, repeated, or procedures instituted to 
prevent occurrences in this audit period. 
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88 East Broad Street, Columbus, Ohio 43215 
Phone: 614-466-4514 or 800-282-0370 

www.ohioauditor.gov

 
 

  
AKRON PREPARATORY SCHOOL 

 
SUMMIT COUNTY 

    
 

CLERK’S CERTIFICATION 
This is a true and correct copy of the report which is required to be filed in the Office of the 
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio. 

 
 
 
 
 
 

 
 

CLERK OF THE BUREAU 
 
CERTIFIED 
FEBRUARY 21, 2019 
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88	East	Broad	Street,	Fifth	Floor,	Columbus,	Ohio	43215‐3506	
Phone:		614‐466‐4514	or	800‐282‐0370										Fax:		614‐466‐4490	

www.ohioauditor.gov	

 
 
 
 

 
 
Board of Directors 
Akron Preparatory School 
1200 East Market Street 
Akron, Ohio 44316 
 
 
We have reviewed the Independent Auditor’s Report of the Akron Preparatory School, Summit 
County, prepared by James G. Zupka, CPA, Inc., for the audit period July 1, 2016 through June 
30, 2017.  Based upon this review, we have accepted these reports in lieu of the audit required by 
Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying financial 
statements and, accordingly, we are unable to express, and do not express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Akron Preparatory School is responsible for 
compliance with these laws and regulations. 
 
 
 
 
 
 
 
 
Dave Yost 
Auditor of State 
 
April 13, 2018  
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JAMES G. ZUPKA, C.P.A., INC. 
Certified Public Accountants 

5240 East 98
th

 Street 

Garfield Hts., Ohio 44125 
_________________ 

 
Member American Institute of Certified Public Accountants           (216) 475 - 6136                            Ohio Society of Certified Public Accountants 

 

 

INDEPENDENT AUDITOR’S REPORT 

 

To the Members of the Board  The Honorable Dave Yost 

Auditor of State 

State of Ohio 

Akron Preparatory School  

Akron, Ohio  

 

Report on the Financial Statements 
 

We have audited the accompanying financial statements of the Akron Preparatory School, 

Summit County, Ohio, (the School) as of and for the year ended June 30, 2017, and the related 

notes to the financial statements, which collectively comprise the School’s basic financial 

statements as listed in the table of contents. 

 
Management’s Responsibility for the Financial Statements 
 

Management is responsible for the preparation and fair presentation of these financial statements 

in accordance with accounting principles generally accepted in the United States of America; this 

includes the design, implementation, and maintenance of internal control relevant to the 

preparation and fair presentation of financial statements that are free from material misstatement, 

whether due to fraud or error. 

 

Auditor’s Responsibility 
 

Our responsibility is to express an opinion on these financial statements based on our audit.  We 

conducted our audit in accordance with auditing standards generally accepted in the United 

States of America and the standards applicable to financial audits contained in Government 

Auditing Standards, issued by the Comptroller General of the United States.  Those standards 

require that we plan and perform the audit to obtain reasonable assurance about whether the 

financial statements are free from material misstatement. 

 

An audit involves performing procedures to obtain audit evidence about the amounts and 

disclosures in the financial statements.  The procedures selected depend on the auditor’s 

judgment, including the assessment of the risks of material misstatement of the financial 

statements, whether due to fraud or error.  In making those risk assessments, the auditor 

considers internal control relevant to the School’s preparation and fair presentation of the 

financial statements in order to design audit procedures that are appropriate in the circumstances, 

but not for the purpose of expressing an opinion on the effectiveness of the School’s internal 

control.  Accordingly, we express no such opinion.  An audit also includes evaluating the 

appropriateness of accounting policies used and the reasonableness of significant accounting 

estimates made by management, as well as evaluating the overall presentation of the financial 

statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 

basis for our audit opinion. 

 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, 

the financial position of the Akron Preparatory School as of June 30, 2017, and the changes in 

financial position and cash flows thereof for the year then ended in accordance with accounting 

principles generally accepted in the United States of America. 

 
Other Matters 
 
Required Supplementary Information 
 

Accounting principles generally accepted in the United States of America require that the 

Management’s Discussion and Analysis and Schedules of Net Pension Liabilities and Pension 

Contributions, as listed in the table of contents, be presented to supplement the basic financial 

statements.  Such information, although not a part of the basic financial statements, is required 

by the Governmental Accounting Standards Board, who considers it to be an essential part of 

financial reporting for placing the basic financial statements in an appropriate operational, 

economic, or historical context.  We have applied certain limited procedures to the required 

supplementary information in accordance with auditing standards generally accepted in the 

United States of America, which consisted of inquiries of management about the methods of 

preparing the information and comparing the information for consistency with management’s 

responses to our inquiries, the basic financial statements, and other knowledge we obtained 

during our audit of the basic financial statements.  We do not express an opinion or provide any 

assurance on the information because the limited procedures do not provide us with sufficient 

evidence to express an opinion or provide any assurance. 

 

Other Reporting Required by Government Auditing Standards 

 

In accordance with Government Auditing Standards, we have also issued our report dated 

December 29, 2017, on our consideration of the School’s internal control over financial reporting 

and on our tests of its compliance with certain provisions of laws, regulations, contracts, and 

grant agreements and other matters.  The purpose of that report is to describe the scope of our 

testing of internal control over financial reporting and compliance and the results of that testing, 

and not to provide an opinion on internal control over financial reporting or on compliance.  That 

report is an integral part of an audit performed in accordance with Government Auditing 

Standards in considering the School’s internal control over financial reporting and compliance. 

 

 
James G. Zupka, CPA, Inc. 

Certified Public Accountants 

 

December 29, 2017 
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The discussion and analysis of the Akron Preparatory School (the School) financial performance provides 
an overall review of the School’s financial activities for the fiscal year ended June 30, 2017. The intent of 
this discussion and analysis is to look at the School’s’ financial performance as a whole; readers should 
also review the basic financial statements and notes to the basic financial statements to enhance their 
understanding of the School’s financial performance.  

FINANCIAL HIGHLIGHTS 
 
Key Financial Highlights for the School for the 2016-17 school year are as follows:  

 Total Assets decreased by $83,287. 

 Total Liabilities increased by $400,466. 

 Total Net Position decreased by $956,941.  

 Total Operating and Non-Operating revenues were $3,002,334. Total Operating and Non-
Operating expenses were $3,959,275. 
 

USING THIS ANNUAL REPORT 
  
This report consists of four parts: the MD&A, the basic financial statements, notes to those statements, 
and required Supplementary Information.  The basic financial statements include a Statement of Net 
Position, a Statement of Revenues, Expenses and Changes in Net Position, and a Statement of Cash 
Flows.   

The Statement of Net Position and Statement of Revenues, Expenses, and Changes in Net Position 
reflect how the School did financially during fiscal year 2017.  These statements include all assets, 
deferred outflows of resources, deferred inflows of resources, and liabilities using the accrual basis of 
accounting similar to the accounting used by most private-sector companies. This basis of accounting 
includes all of the current year revenues and expenses regardless of when cash is received or paid.  

These statements report the School’s Net Position and changes in that position. This change in Net 
Position is important because it tells the reader whether the financial position of the School has 
improved or diminished. The causes of this change may be the result of many factors, some financial, 
some not. Non-financial factors include the School’s’ student enrollment, per-pupil funding as 
determined by the State of Ohio, change in technology, required educational programs and other 
factors. 

The School uses enterprise presentation for all of its activities. 

Statement of Net Position - The Statement of Net Position answers the question of how the School did 
financially during 2017.  This statement includes all assets, deferred outflows of resources, liabilities, and 
deferred inflows of resources, both financial and capital, and short-term and long-term using the accrual 
basis of accounting and economic resource focus, which is similar to the accounting used by most 
private-sector companies.  This basis of accounting takes into account all revenues and expenses during 
the year, regardless of when the cash is received or paid.    
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USING THIS ANNUAL REPORT (Continued) 
 
Table 1 provides a summary of the School’s Net Position for fiscal year 2017 and 2016.  

Table 1 
Statement of Net Position 

     
 

 
2017 

 
2016 

Assets 
 

 
 

 
Current Assets 

 
$             95,690 

 
 $             125,214        

Other Assets  18,212  17,000 
Capital Assets, Net        54,977  109,952 

Total Assets 
 

$          168,879 
 

$           252,166  

     

Deferred Outflows of Resources  $       2,200,105  $       2,627,567 

  
 

 
 

Liabilities 
 

 
 

 
Current Liabilities 

 
$            1,118,035 

 
$       1,015,553  

Long Term Liabilities  4,470,815  4,172,831 

Total Liabilities 
 

$        5,588,850 
 

        $       5,188,384 

 
 

 
 

 
Deferred Inflows of Resources  $           282,651  $          236,925 

     
Net Position 

 
 

 
 

Net Investment in Capital Assets                                          
 

$            54,977 
 

$           109,952        
Restricted  18,212  17,000 
Unrestricted   (3,575,706)  (2,672,528)                    

Total Net Position 
 

$   (3,502,517) 
 

 $    (2,545,576)  

    
 

 
During 2015, the School adopted GASB Statement 68, Accounting and Financial Reporting for Pensions—
an Amendment of GASB Statement 27, which significantly revises accounting for pension costs and 
liabilities.  For reasons discussed below, many end users of this financial statement will gain a clearer 
understanding of the School’s actual financial condition by adding deferred inflows related to pension 
and the net pension liability to the reported net position and subtracting deferred outflows related to 
pension. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  When accounting for 
pension costs, GASB 27 focused on a funding approach.  This approach limited pension costs to 
contributions annually required by law, which may or may not be sufficient to fully fund each plan’s net 
pension liability.  GASB 68 takes an earnings approach to pension accounting; however, the nature of 
Ohio’s statewide pension systems and state law governing those systems requires additional 
explanation in order to properly understand the information presented in these statements. 
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USING THIS ANNUAL REPORT (continued) 
 
Under the new standards required by GASB 68, the net pension liability equals the School’s 
proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension benefits attributable to active and inactive 
employees’ past service 

2. Minus plan assets available to pay these benefits 
 
GASB notes that pension obligations, whether funded or unfunded, are part of the “employment 
exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, and the 
promise of a future pension.  GASB noted that the unfunded portion of this pension promise is a present 
obligation of the government, part of a bargained-for benefit to the employee, and should accordingly 
be reported by the government as a liability since they received the benefit of the exchange.  However, 
the School is not responsible for certain key factors affecting the balance of this liability.  In Ohio, the 
employee shares the obligation of funding pension benefits with the employer.  Both employer and 
employee contribution rates are capped by State statute.  A change in these caps requires action of both 
Houses of the General Assembly and approval of the Governor.  Benefit provisions are also determined 
by State statute.  The employee enters the employment exchange with the knowledge that the 
employer’s promise is limited not by contract but by law.  The employer enters the exchange also 
knowing that there is a specific, legal limit to its contribution to the pension system.  In Ohio, there is no 
legal means to enforce the unfunded liability of the pension system as against the public employer.  
State law operates to mitigate/lessen the moral obligation of the public employer to the employee, 
because all parties enter the employment exchange with notice as to the law.  The pension system is 
responsible for the administration of the plan.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. 
sick and vacation leave), are satisfied through paid time-off or termination payments.  There is no 
repayment schedule for the net pension liability.  As explained above, changes in pension benefits, 
contribution rates, and return on investments affect the balance of the net pension liability, but are 
outside the control of the local government.  In the event that contributions, investment returns, and 
other changes are insufficient to keep up with required pension payments, State statute does not 
assign/identify the responsible party for the unfunded portion.  Due to the unique nature of how the net 
pension liability is satisfied, this liability is separately identified within the long-term liability section of 
the statement of net position. 
 
In accordance with GASB 68, the School’s statements prepared on an accrual basis of accounting include 
an annual pension expense for their proportionate share of each plan’s change in net pension liability 
not accounted for as deferred inflows/outflows of resources.  
 
As a result of implementing GASB 68, the School is reporting a net pension liability and deferred 
inflows/outflows of resources related to pension on the accrual basis of accounting. 
 
Over time, Net Position can serve as a useful indicator of a government’s financial position.  At June 30, 
2017, the School’s net position totaled $(3,502,517). 
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Current assets represent cash and cash equivalents and accounts receivable.  Current liabilities 
represent accounts payable, accrued expenses, advances payable, and withholdings payable at fiscal 
year-end.    
 
Statement of Revenues, Expenses and Change in Net Position - Table 2 shows the change in Net 
Position for fiscal year 2017, as well as a listing of revenues and expenses.   This change in Net Position is 
important because it tells the reader that, for the School as a whole, the financial position of the School 
has improved or diminished. The cause of this may be the result of many factors, some financial, some 
not.  Non-financial factors include the current laws in Ohio restricting revenue growth, facility 
conditions, required educational programs and other factors. 
 

Table 2 
Change in Net Position 

 

 
2017 

 
     2016  

Operating Revenue 
  

  
State Aid $       1,856,826 

 
       $    2,202,985   

Other 7,992 
 

43,715   

     Total Operating Revenues $       1,864,818 
 

$    2,246,700   

   
  

Operating Expenses 
  

   
Salaries $          930,336 

 
$    1,117,615   

Fringe Benefits 214,946 
 

251,042   
Pension – GASB 68 786,143  694,438  
Purchased Services 1,665,566 

 
1,608,067   

Materials and Supplies 147,268 
 

174,452   
Depreciation 54,976 

 
155,865   

Other 9,533  115,950  

     Total Operating Expenses $       3,808,768 
 

$    4,117,429   

      
  

  
 Operating (Loss) (1,943,950) 

 
(1,870,729)  

   
  

Non-Operating Revenues and Expenses 
 

    
Federal Grants $         443,963 

 
$       527,816   

Debt Forgiveness 693,553  90,000  
Interest Expense (150,507)  -  

       Total Non-Operating Revenues   
       and Expenses $         987,009 

 
$       617,816   

 
 

 
  

Decrease in Net Position $      (956,941) 
 

      $ (1,252,913)       

   
  

Net Position, Beginning of Year    (2,545,576)   (1,292,663)  

Net Position, End of Year $   (3,502,517)       $ (2,545,576)  
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USING THIS ANNUAL REPORT (continued) 
 
Statement of Revenues, Expenses and Change in Net Position (continued) 
 
Overall, the decrease in Operating Revenues was a result of less students being enrolled over the prior 
year. Decreased enrollment was also a driving force behind the decreases in Non-Operating Revenues. 
There were also corresponding decreases across most of the expense categories during fiscal year 2017 
due to less students needing to be served and certain expenses being based on a percentage of 
revenues, which overall were lower compared to the prior year. 
 

BUDGETING HIGHLIGHTS 
 
Unlike other public schools located in the State of Ohio, community schools are not required to follow 
budgetary provisions set forth in Ohio Rev. Code Chapter 5705 (with the exception section 5705.391 – 
Five Year Forecasts), unless specifically provided in the community school’s contract with its Sponsor. 

The contract between the School and its Sponsor does prescribe a budgetary process. The School must 
prepare and submit a detail budget for every fiscal year to the Board of Directors and its Sponsor.  The 
five-year forecast is also submitted to the Ohio Department of Education, annually. 
 

CAPITAL ASSETS  

At fiscal year end, the School’s net capital asset balance was $54,977. This balance represents no current 
year additions offset by current year depreciation of $54,977.   For more information on capital assets, 
see Note 5 of the Basic Financial Statements. 
 

WORKING CAPITAL ADVANCES 
 
During the fiscal year, the School received working capital monies from Charter School Capital through a 
receivables purchase agreement. As the School receives monthly State funding, these advances are 
repaid, however, the School may elect to receive additional advances from Charter School Capital by 
entering into additional agreements.  
 

CURRENT FINANCIAL ISSUES 
 
The School is a community School and is funded through the State of Ohio Foundation Program.  The 
School relies on this, as well as, State and Federal funds as its primary source of revenue.   In 2017, the 
State raised the base per pupil funding to $6,000, which is up from $5,900 in the previous year.  
Additionally, community schools in Ohio will be allocated a small amount of facilities funding which is 
also per pupil based.  This amount is projected to be $200 per pupil. 
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CURRENT FINANCIAL ISSUES (continued) 
 
The full-time equivalent enrollment of the School for the year ended June 30, 2017 was 216.33 
compared to a figure of 263.54 at the end of fiscal year 2016. 
 
Overall, the School will continue to provide learning opportunities and apply resources to best meet the 
needs of the students served.  
 

CONTACTING THE SCHOOL’S FINANCIAL MANAGEMENT  
 
This financial report is designed to provide our citizen’s, taxpayers, investors and creditors with a 
general overview of the School’s finances and to demonstrate accountability for the money it receives. If 
you have questions about this report or need additional information, contact the School’s Fiscal Officer, 
C. David Massa, CPA of Massa Financial Solutions, LLC, 1144 East Market St, Akron, OH 44305. 
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Statement of Net Position 

At June 30, 2017 
 

Assets:

Current Assets:

    Cash and Cash Equivalents 87,810$               

    Intergovernmental Receivable 7,880

    Security Deposits 18,212

      Total Current Assets 113,902

Noncurrent Assets:

  Capital Assets, net of Accumulated Depreciation 54,977

Total Assets 168,879               

Deferred Outflows of Resources 2,200,105            

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 366,659               

    Withholdings Payable 10,879                 

    Accrued Expenses 76,181                 

    Accrued Interest 23,167                 

    Accrued Wages and Benefits 33,813                 

    Current Portion of Long-Term Debt 74,136                 

    Advances Payable 533,200               

       Total Current Liabilities 1,118,035            

Noncurrent Liabilities:

  Net Pension Liability 3,687,922

  Noncurrent Portion of Long-Term Debt 782,893

    Total Noncurrent Liabilities 4,470,815

       Total Liabilities 5,588,850

Deferred Inflows of Resources 282,651

Net Position:

  Invested in Capital Assets 54,977

  Restricted Net Position 18,212                 

  Unrestricted Net Position (3,575,706)

  Total Net Position (3,502,517)$        

See Accompanying Notes to the Basic Financial Statements
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AKRON PREPARATORY SCHOOL - SUMMIT COUNTY, OHIO 

  
Statement of Revenues, 

Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2017 

 
 

Operating Revenues:

  State Aid 1,856,826$         

  Miscellaneous 7,992

    Total Operating Revenues 1,864,818

Operating Expenses:

  Salaries 930,336               

  Fringe Benefits 214,946               

  Fringe Benefits - GASB 68 786,143               

  Purchased Services 1,665,566

  Depreciation 54,976

  Supplies 147,268

  Other Operating Expenses 9,533

    Total Operating Expenses 3,808,768

      Operating Loss (1,943,950)

Non-Operating Revenues and Expenses:

  Federal Grants 443,963

  Debt Forgiveness 693,553               

  Interest Expense (150,507)              

    Net Nonoperating Revenues and Expenses 987,009

Change in Net Position (956,941)              

Net Position Beginning of Year (2,545,576)          

Net Position End of Year (3,502,517)$        

See Accompanying Notes to the Basic Financial Statements  
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Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2017 
 

CASH FLOWS FROM OPERATING ACTIVITIES
State Aid Receipts 1,846,865$         
Other Operating Receipts 14,494                 
Cash Payments to Suppliers for Goods and Services (1,033,400)          
Cash Payments to Employees for Services (924,166)              
Cash Payments for Employee Benefits (57,445)                

Net Cash Used For Operating Activities (153,652)              

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Federal and State Grant Receipts 447,274               

Net Cash Provided By Noncapital Financing Activities 447,274               

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Charter School Capital/ Charter Asset Management Advances 1,328,836            
Charter School Capital/ Charter Asset Management Cost of Funding (121,169)              
Charter School Capital/ Charter Asset Management Redemptions (1,392,337)          
Note Payable Principal Payments (14,971)                
Interest on Notes Payable (6,171)                  

Net Cash Used For Capital and Related Financing Activities (205,812)              

Net Increase in Cash and Cash Equivalents 87,810                 

Cash and Cash Equivalents - Beginning of the Year -                        
Cash and Cash Equivalents - Ending of the Year 87,810$               

 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

(Continued) 
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AKRON PREPARATORY SCHOOL - SUMMIT COUNTY, OHIO 
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2017 

(Continued) 

Reconciliation of Operating Loss to Net Cash Used For Operating Activities

Operating Loss (1,943,950)$     

Adjustments to Reconcile Operating Loss to Net Cash Used For Operating Activities

Depreciation 54,976               

Changes in Assets, Liabilities, and Deferred Inflows and Outflows:

(Increase)/Decrease in Receivables 59,581               

(Increase)/ Decrease in Deferred Outflows 427,462            

Increase/ (Decrease) in Deferred Inflows 45,726               

Increase/ (Decrease) in Net Pension Liability 312,955            

(Increase)/Decrease in Prepaid Expense 24,837               

Increase/(Decrease) in Accounts Payable, Trade 339,498            

Increase/(Decrease) in Accrued Expenses 525,263            

Net Cash Used For Operating Activities (153,652)$         

 
 
Non-Cash Transaction: During the fiscal year ended June 30, 2017, the School received a one-time debt 
forgiveness in the amount of $693,553 from I CAN Schools. This forgiveness was applied against open 
obligations of the School that were owed to I CAN Schools. 
 
 
 
See Accompanying Notes to the Basic Financial Statements 
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NOTE 1 - DESCRIPTION OF THE ENTITY 
 
The Akron Preparatory School, (the School) is a federally recognized 501(c)(3) and Ohio nonprofit 
corporation established pursuant to Ohio Revised Code Chapters 3314 and 1702.  The School’s mission is 
to provide an orderly and supportive environment whereby students experience preparations for 
college, career and life. The School operates on a foundation, which fosters character building for all 
students, parents and staff members.  The School, which is part of the State’s education program, is 
independent of any school district and is nonsectarian in its programs, admission policies, employment 
practices, and all other operations.  The School may acquire facilities as needed and contract for any 
services necessary for the operation of the School. 
 
The School was approved for operation under a contract with Ohio Council of Community Schools 
(“OCCS”) (the Sponsor) for a five-year period commencing on July 1, 2013.  The Sponsor is responsible 
for evaluating the performance of the School and has the authority to deny renewal of the contract at its 
expiration or terminate the contract prior to its expiration.  
 
The School operates under the direction of a Board of Directors (the Board).  The Board is responsible 
for carrying out the provisions of the contract which include, but are not limited to, state mandated 
provisions regarding student populations, curriculum, academic goals, performance standards, 
admissions standards, and qualifications of teachers.  The Board controls the School’s instructional and 
administrative staff. 
 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The basic financial statements of the School have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental nonprofit organizations.  The Governmental 
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental 
accounting and financial reporting principles. The more significant of the School’s accounting policies are 
described below. 
 
Basis of Presentation - The School’s basic financial statements consist of a Statement of Net Position, a 
Statement of Revenue, Expenses and Changes in Net Position, and a Statement of Cash Flows. Enterprise 
fund reporting focuses on the determination of the changes in Net Position, financial position and cash 
flows. 
 
The Governmental Accounting Standards Board requires the presentation of all financial activity to be 
reported within one enterprise fund for year-ending reporting purposes.  Enterprise accounting is used 
to account for operations that are financed and operated in a manner similar to private business 
enterprise where the intent is that the cost (expense) of providing goods and services to the general 
public on a continuing basis be financed or recovered primarily through user charges. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Measurement Focus and Basis of Accounting - The accounting and financial reporting treatment is 
determined by measurement focus. Enterprise accounting uses a flow of economic resources 
measurement focus. Under this measurement focus, all assets, all deferred outflows of resources, all 
liabilities, and all deferred inflows of resources are included on the Statement of Net Position. The 
Statement of Revenues, Expenses and Changes in Net Position presents increases (e.g., revenues) and 
decreases (e.g., expenses) in total Net Position. 

 
Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported 
in the financial statements.  Basis of accounting is used for reporting purposes.  Revenues are 
recognized when they are earned, and expenses are recognized when they are incurred.  

 
Budgetary Process - Unlike other public schools located in the state of Ohio, community schools are not 
required to follow budgetary provisions set forth in Ohio Revised Code Chapter 5705 (with the exception 
section 5705.391 – Five Year Forecasts), unless specifically provided for in the School’s sponsorship 
agreement. The contract between the School and its Sponsor requires a detailed budget for each year of 
the contract. 
       
Cash and Cash Equivalents - Cash received by the School is reflected as “Cash and Cash Equivalents” on 
the Statement of Net Position.  The School did not have any investments during the period ended June 
30, 2017. 

    
Prepaid Items - Payments made to vendors for services that will benefit periods beyond June 30, 2017, 
are recorded as prepaid items using the consumption method. A current asset for the prepaid amount is 
recorded at the time of the purchase and an expense is reported in the year in which services are 
consumed. 

      
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported 
in the financial statements and accompanying notes.  Actual results may differ from these estimates. 

 
Capital Assets and Depreciation - Capital assets are capitalized at cost. Donated Capital Assets are 
recorded at their acquisition values as of the date received. The costs of additions are capitalized and 
expenditures for repairs and maintenance are expensed when incurred.  When property is sold or 
retired, the related costs and accumulated depreciation are removed from the financial records and any 
gain or loss is included in additions to or deductions from Net Position. Capital assets were $54,977 as  
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Capital Assets and Depreciation (continued) 
 
of June 30, 2017, net of accumulated depreciation. Depreciation of capital assets is calculated utilizing 
the straight-line method over the estimated useful lives of the assets which are as follows: 

  
 

Asset Class                               Useful Life 
Computers & Technology Assets  3 years 
Furniture, Fixtures, & Equipment       5 years 
Textbooks     3 years       

 
The School’s policy for asset capitalization threshold is $5,000. Assets or certain asset groups not 
meeting the capitalization threshold are not capitalized and are not included in the assets represented 
in the accompanying Statement of Net Position. 

 
Intergovernmental Revenues - The School currently participates in the State Foundation Program. 
Revenues received from this program are recognized as operating revenues in the accounting period in 
which all eligibility requirements have been met. 

 
Grants and entitlements are recognized as non-operating revenues in the accounting period in which 
eligibility requirements have been met. 

 
Eligibility requirements include timing requirements, which specify the year when the resources are 
required to be used or the fiscal year when use is first permitted, matching requirements, in which the 
School must provide local resources to be used for a specified purpose, and expenditure requirements, 
in which the resources are provided to the School on a reimbursement basis. 

 
The School also participates in various federal programs passed through the Ohio Department of 
Education. 

 
Under the above programs the School recorded $1,856,826 this fiscal year from the Foundation Program 
and Casino Tax Revenues. $443,963 was recognized from Federal Grants. 
 
Operating and Non-Operating Revenues and Expenses - Operating revenues are those revenues that 
are generated directly from the primary activities of the School.  For the School, these revenues are 
primarily the State Foundation program.  Operating expenses are necessary costs incurred to provide 
the good or service that is the primary activity of the School.  All revenues and expenses not meeting 
this definition are reported as non-operating.   
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Operating and Non-Operating Revenues and Expenses (continued) 
 
Non-operating revenues are those revenues that are not generated directly from the primary activities 
of the School.  Various federal and state grants, interest earnings, if any, and other miscellaneous 
revenues comprise the non-operating revenues of the School.  Interest and fiscal charges on outstanding 
obligations, as well as gain or loss on capital asset disposals, if any comprise the non-operating 
expenses. 

 
Compensated Absences - Vacation is taken in a manner which corresponds with the school calendar; 
therefore, the School does not accrue vacation time as a liability. 

 
Sick/personal leave benefits are earned by full-time employees at the rate of ten days per year and 
cannot be carried into the subsequent years.  No accrual for sick time is made since unused time is not 
paid to employees upon employment termination. 
 
Accrued Liabilities - Obligations incurred but unpaid at June 30 are reported as accrued liabilities in the 
accompanying financial statements.  These liabilities consisted of accounts payable, advances, notes 
payable, and withholdings payable totaling $1,867,115 at June 30, 2017. 

 
Exchange and Non-Exchange Transactions - Revenue resulting from exchange transactions, in which 
each party gives and receives essentially equal value, is recorded on the accrual basis when the 
exchange takes place. Non-exchange transactions, in which the School receives value without directly 
giving equal value in return, include grants, entitlements and donations.  Revenue from grants, 
entitlements and donations is recognized in the fiscal year in which all eligibility requirements have been 
satisfied.  Eligibility requirements include timing requirements, which specify the year when the 
resources are required to be used or the fiscal year when use is first permitted, matching requirements, 
in which the School must provide local resources to be used for a specified purpose, and expenditures 
requirements, in which the resources are provided to the School on a reimbursement basis. 
     
Net Position - Net Position represents the difference between assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources. Net Position is reported as restricted when there are 
limitations imposed on their use through external restriction imposed by creditors, grantors, or laws and 
regulations of other governments.  The School applies restricted resources when an expense is incurred 
for purposes for which both restricted and unrestricted Net Position are available. Net Position invested 
in capital assets consist of capital assets, net of accumulated depreciation, reduced by the outstanding 
balances of any borrowings used for the acquisition, construction, or improvement of those assets. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Deferred Inflows and Deferred Outflows of Resources - In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of resources represent a consumption of net position that applies to future periods and will not be 
recognized as an outflow of resources (expense/expenditure) until then. For the School, deferred 
outflows of resources are reported on the statement of net position for pension. The deferred outflows 
of resources related to pension are explained in Note 9. 
 
In addition to liabilities, the statements of financial position report a separate section for deferred 
inflows of resources. Deferred inflows of resources represent an acquisition of net position that applies 
to future periods and will not be recognized until that time. These amounts have been recorded as a 
deferred inflow on both the government-wide statement of net position and governmental fund 
financial statements. These amounts are deferred and recognized as an inflow of resources in the period 
the amounts become available. Deferred inflows of resources related to pension are reported on the 
government-wide statement of net position. (See Note 9) 
 
Pensions - For purposes of measuring the net pension liability, deferred outflows of resources and 
deferred inflows of resources related to pensions and pension expense, information about the fiduciary 
net position of the pension plans and additions to/deletions from their fiduciary net positon have been 
determined on the same basis as they are reported by the pension systems. For this purpose, benefit 
payments (including refunds of employee contributions) are recognized when due and payable in 
accordance with the benefit terms. The pension systems report investments at fair value. 
 
Implementation of New Accounting Principles - For the fiscal year ended June 30, 2017, the School has 
implemented Governmental Accounting Standards Board (GASB) Statement No. 77, Tax Abatement 
Disclosures, GASB Statement No. 78, Pensions Provided through Certain Multiple-Employer Defined 
Benefit Pension Plans, GASB Statement No. 80, Blending Requirements for Certain Component Units - an 
amendment of GASB Statement No. 14 and GASB Statement No. 82, Pension Issues - an amendment of 
GASB Statements No. 67, No. 68, and No. 73. 
 
GASB Statement No. 77 requires disclosure of tax abatement information about (1) a reporting 
government’s own tax abatement agreements and (2) those that are entered into by other governments 
and that reduce the reporting government’s tax revenues. The implementation of GASB Statement No. 
77 did not have an effect on the financial statements of the School.  
 
GASB Statement No. 78 amends the scope of GASB Statement No. 68 to exclude certain multiple-
employer defined benefit pension plans provided to employees of state and local governments on the 
basis that obtaining the measurements and other information required by GASB Statement No. 68 was 
not feasible. The implementation of GASB Statement No. 78 did not have an effect on the financial 
statements of the School. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Implementation of New Accounting Principles (continued) 
 
GASB Statement No. 80 amends the blending requirements for the financial statement presentation of 
component units of all state and local governments. The additional criterion requires blending of a 
component unit incorporated as a not-for-profit corporation in which the primary government is the 
sole corporate member. The implementation of GASB Statement No. 80 did not have an effect on the 
financial statements of the School. 
 
GASB Statement No. 82 improves consistency in the application of pension accounting. These changes 
were incorporated in the School’s fiscal year 2017 financial statements; however, there was no effect on 
beginning net position. 

 

NOTE 3 - CASH AND CASH EQUIVALENTS 
 
The following information classifies deposits by category of risk as defined in GASB Statement No.3 
“Deposits with Financial Institutions, Investments (including Repurchase Agreements) and Reverse 
Repurchase Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk 
Disclosures”. 
 
The School maintains its cash balances at one financial institution, PNC Bank, located in Ohio. The 
balances are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying 
account. At June 30, 2017, the book amount of the School’s deposits was $87,810 and the bank balance 
was $102,126.  
 
The School had no deposit policy for custodial risk beyond the requirement of state statute. Ohio law 
requires that deposits either be insured or be protected by eligible securities pledged to and deposited 
either with the School or a qualified trustee by the financial institution as security for repayment or by a 
collateral pool of eligible securities deposited with a qualified trustee to secure repayment of all public 
monies deposited in the financial institution whose market value shall be at least 105% of deposits being 
secured. At June 30, 2017, none of the bank balance was exposed to custodial credit risk. 

 

NOTE 4 - RECEIVABLES 
 
The School had receivables totaling $7,880 outstanding at June 30, 2017. These receivables represented 
monies earned from Medicaid, but not received as of year-end.  
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NOTE 5 - CAPITAL ASSETS  
 
For the period ending June 30, 2017, the School’s capital assets consisted of the following: 
 

 

NOTE 6 - ADVANCES PAYABLE 
 
During the fiscal year ending 2017, the School received working capital advances from Charter School 
Capital and Charter Asset Management through a receivables purchase agreement. As the School 
receives its monthly State funding, these advances are repaid, however, the School may elect to receive 
future advances from Charter School Capital or from Charter Asset Management by entering into 
additional agreements.   
 
The total amount of advances outstanding from both sources at June 30, 2017 was $533,200.  The 
activity for the year is reflected as follows: 
 

 
 

 
 
 

Balance Balance

06/30/16 Additions Deletions 06/30/17

Capital Assets:

Furniture & Equipment 243,196$      -$                 -$               243,196$       

Computers & Software 284,911        -                  -                284,911        

Textbooks 36,771         -                  -                36,771          

Total Capital Assets 564,878 -                  -                564,878

Less Accumulated Depreciation:

Furniture & Equipment (145,917) (48,639)         -                (194,556)

Computers & Software (272,237) (6,337)          -                (278,574)

Textbooks (36,771) -                  -                (36,771)

Total Accumulated Depreciation (454,925) (54,976)         -                (509,901)

Total Capital Assets, Net 109,953$      (54,976)$       -$               54,977$        

Balance 

6/30/2016 Additions Reductions

Balance 

6/30/2017

Charter School Capital 596,701$        533,200$       (596,701)$      533,200$        

Charter Asset Management -                 795,636        (795,636)       -                 

596,701$        1,328,836$    (1,392,337)$   533,200$        
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NOTE 7- LONG-TERM OBLIGATIONS 
 
The School had notes payable totaling $872,000 outstanding at June 30, 2016. These amounts were 
previously recorded as advances and were converted into notes at the end of the fiscal year.  The first 
note is from Cleveland College Preparatory School in the amount of $316,500. The note began on June 
30, 2016 and matures on June 30, 2026. The annual interest rate is 3.5%. The second note is from 
Northeast Ohio College Preparatory School in the amount of $555,500. The note began on June 30, 2016 
and matures on June 30, 2026. The annual interest rate is 3.5%. 
 
The changes in the School’s long-term obligations during fiscal year 2017 were as follows: 

NOTE 8 - RISK MANAGEMENT 
 

Property & Liability - The School is exposed to various risks of loss related to torts; theft of, damage to, 
and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  During the 
fiscal year ending June 30, 2017, the School contracted with Cincinnati Insurance Company for general 
liability insurance with a $1,000,000 each occurrence/ $2,000,000 annual aggregate, as well as, a 
$1,000,000 of automobile liability coverage and an umbrella policy with a $10,000,000 aggregate limit.  
The School also had a $1,000,000 School Leaders policy in place through National Union Fire Insurance. 

 
Workers’ Compensation - The School pays the State Worker’s Compensation System a premium for 
employee injury coverage.  The premium is calculated by multiplying the monthly total gross payroll by a 
factor that is calculated by the State.  
 
Employee Medical and Dental Benefits - The School provides medical, vision, and dental insurance 
benefits through Anthem to all full-time employees. During the School year, the School paid 90% of the 
monthly premiums for all employees. 
 

 
 
 

Balance 

6/30/2016 Additions Reductions

Balance 

6/30/2017

Current 

Portion Due 

Within One 

Year

Net Pension Liability:

STRS 149,505$       48,798$        -$           198,303$          -$              

SERS 3,225,462      264,157        -             3,489,619         -               

Total Net Pension Liability 3,374,967      312,955         -             3,687,922         -               

Cleveland College Prep - Notes Payable 316,500        -               11,098        305,402           26,908          

NE Ohio College Prep - Notes Payable 555,500        -               3,873          551,627           47,228          

Total Notes Payable 872,000        -               14,971        857,029           74,136          

Total Long-Term Obligations 4,246,967$    312,955$       14,971$      4,544,951$       74,136$        
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS 
  

Net Pension Liability - The net pension liability reported on the statement of net position represents a 
liability to employees for pensions. Pensions are a component of exchange transactions—between an 
employer and its employees—of salaries and benefits for employee services.  Pensions are provided to 
an employee—on a deferred-payment basis—as part of the total compensation package offered by an 
employer for employee services each financial period.  The obligation to sacrifice resources for pensions 
is a present obligation because it was created as a result of employment exchanges that already have 
occurred. 
 
The net pension liability represents the School’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   
 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which pensions are financed; however, the School 
does receive the benefit of employees’ services in exchange for compensation including pension.  
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded 
liabilities within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must 
propose corrective action to the State legislature.  Any resulting legislative change to benefits or funding 
could significantly affect the net pension liability.  Resulting adjustments to the net pension liability 
would be effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension 
liability on the accrual basis of accounting.  Any liability for the contractually-required pension 
contribution outstanding at the end of the year is included in intergovernmental payable on both the 
accrual and modified accrual bases of accounting.   
 
School Employees Retirement System (SERS) 
 
Plan Description – School non-teaching employees participate in SERS, a cost-sharing multiple-employer 
defined benefit pension plan administered by SERS.  SERS provides retirement, disability and survivor 
benefits, annual cost-of-living adjustments, and death benefits to plan members and beneficiaries.  
Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  SERS issues 
a publicly available, stand-alone financial report that includes financial statements, required 
supplementary information and detailed information about SERS’ fiduciary net position.  That report can 

be obtained by visiting the SERS website at www.ohsers.org under Employers/Audit Resources.  
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
School Employees Retirement System (SERS) (continued)  
 
Age and service requirements for retirement are as follows: 
 

 
 

                                                               Age 65 with 5 years of service credit 
 
 
 
 
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
One year after an effective benefit date, a benefit recipient is entitled to a three percent cost-of-living 
adjustment (COLA).  This same COLA is added each year to the base benefit amount on the anniversary 
date of the benefit. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the School is required to contribute 14 percent of annual covered payroll.  The contribution 
requirements of plan members and employers are established and may be amended by the SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent 
for employers.  The Retirement Board, acting with the advice of the actuary, allocates the employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare 
B Fund, and Health Care Fund).  For the fiscal year ended June 30, 2017, the allocation to pension, death 
benefits, and Medicare B was 14 percent.  SERS did not allocate any employer contributions to the 
Health Care Fund for fiscal year 2017. 
 
The School’s contractually required contribution to SERS was $7,549 for fiscal year 2017.   
 
State Teachers Retirement System (STRS) 
 
Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
 
 

Eligible to Retire before Eligible to Retire on or after 
August 1, 2017* August 1, 2017 

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or 
Age 57 with 30 years of service credit 

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or 
Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit 

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan. 
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
State Teachers Retirement System (STRS) (continued) 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan, and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 
3307.  The DB plan offers an annual retirement allowance based on final average salary multiplied by a 
percentage that varies based on years of service.  Effective August 1, 2015, the calculation will be 2.2 
percent of final average salary for the five highest years of earnings multiplied by all years of service. 
With certain exceptions, the basic benefit is increased each year by two percent of the original base 
benefit.  For members retiring August 1, 2013, or later, the first two percent is paid on the fifth 
anniversary of the retirement benefit.  Members are eligible to retire at age 60 with five years of 
qualifying service credit, or age 55 with 25 years of service, or 30 years of service regardless of age.  Age 
and service requirements for retirement will increase effective August 1, 2015, and will continue to 
increase periodically until they reach age 60 with 35 years of service or age 65 with five years of service 
on August 1, 2026. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and 
termination of employment.  The member may elect to receive a lifetime monthly annuity or a lump 
sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 11.5 
percent of the 13 percent member rate goes to the DC Plan and the remaining 1.5 percent is applied to 
the DB Plan. Member contributions to the DC Plan are allocated among investment choices by the 
member, and contributions to the DB Plan from the employer and the member are used to fund the 
defined benefit payment at a reduced level from the regular DB Plan. The defined benefit portion of the 
Combined Plan payment is payable to a member on or after age 60 with five years of service. The 
defined contribution portion of the account may be taken as a lump sum payment or converted to a 
lifetime monthly annuity after termination of employment at age 50 or later. 
  
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or 
transfer to another STRS plan.  The optional annuitization of a member’s defined contribution account 
or the defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in 
STRS bearing the risk of investment gain or loss on the account.  STRS has therefore included all three 
plan options as one defined benefit plan for GASB 68 reporting purposes. 
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
State Teachers Retirement System (STRS)  (continued) 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who 
become disabled are entitled only to their account balance.  If a member of the DC Plan dies before 
retirement benefits begin, the member’s designated beneficiary is entitled to receive the member’s 
account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2017, plan members were required to contribute 14 percent of their annual covered salary. The 
School was required to contribute 14 percent; the entire 14 percent was the portion used to fund 
pension obligations.  The fiscal year 2017 contribution rates were equal to the statutory maximum rates. 
 
The School’s contractually required contribution to STRS was $119,657 for fiscal year 2017.   
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 

Resources Related to Pensions - The net pension liability was measured as of June 30, 2016, and the 
total pension liability used to calculate the net pension liability was determined by an independent 
actuarial valuation as of that date. The School's employer allocation percentage of the net pension 
liability was based on the employer’s share of employer contributions in the pension plan relative to the 
total employer contributions of all participating employers. Following is information related to the 
proportionate share and pension expense: 
 

SERS STRS Total

Proportionate Share of the Net 

  Pension Liability $198,303 $3,489,619 $3,687,922

Proportion of the Net Pension

  Liability 0.00270940% 0.01042517%

Pension Expense $54,938 $858,411 $913,349

 
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due 
to the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, changes in assumptions and changes in the School’s proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods. The difference between projected and actual investment 
earnings is recognized in pension expense using a straight line method over a five year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight line method. 
Employer contributions to the pension plan subsequent to the measurement date are also required to 
be reported as a deferred outflow of resources.  
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
State Teachers Retirement System (STRS)  (continued) 
 
At June 30, 2017, the School reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 2,674$         140,998$      143,672$          

Changes of assumptions 13,238         -                13,238              

Net difference between projected and  

  actual earnings on pension plan investments 16,358         289,730        306,088            

Difference between School District contributions

  and proportionate share of contributions 68,905         1,540,996     1,609,901         

School contributions subsequent to the 

  measurement date 7,549           119,657        127,206            

Total Deferred Outflows of Resources 108,724$     2,091,381$   2,200,105$       

Deferred Inflows of Resources

Changes in proportion and differences

Difference between School District contributions

  and proportionate share of contributions -               282,651        282,651            

Total Deferred Inflows of Resources -$             282,651$      282,651$          

 
 
$127,206 reported as deferred outflows of resources related to pension resulting from School 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2018.  Other amounts reported as deferred outflows of 
resources and deferred inflows of resources related to pension will be recognized in pension expense as 
follows:  
 

SERS STRS Total

Fiscal Year Ending June 30:

2018 42,034 671,226 713,260

2019 41,021 671,225 712,246

2020 13,418 302,323 315,741

2021 4,702 44,299 49,001

Total $101,175 $1,689,073 $1,790,248
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 

Actuarial Assumptions – SERS - SERS’ total pension liability was determined by their actuaries in 
accordance with GASB Statement No. 67, as part of their annual actuarial valuation for each defined 
benefit retirement plan.  Actuarial valuations of an ongoing plan involve estimates of the value of 
reported amounts (e.g., salaries, credited service) and assumptions about the probability of occurrence 
of events far into the future (e.g., mortality, disabilities, retirements, employment termination).  
Actuarially determined amounts are subject to continual review and potential modifications, as actual 
results are compared with past expectations and new estimates are made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point.  The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant.  In many cases actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2016, are presented below: 
 
 

Wage Inflation 3.00 percent

Future Salary Increases, including inflation 3.50 percent to 18.20 percent

COLA  or Ad Hoc COLA 3.00 percent

Investment Rate of Return 7.50 percent net of investments expense, including inflation

Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)

 
 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection and a five-year age set-back for both males and females.  Mortality among 
service retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table 
with fully generational projection with Scale BB, 120 percent of male rates and 110 percent of female 
rates.  Mortality among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 
percent for male rates and 100 percent for female rates, set back five years is used for the period after 
disability retirement.  
 
The actuarial assumptions used in the June 30, 2016 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, 
payroll growth assumption and assumed real wage growth were reduced in the June 30, 2016 actuarial 
valuation.  The rates of withdrawal, retirement and disability updated to reflect recent experience and 
mortality rates were also updated. 
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS (continued)  
 
The long-term return expectation for the Pension Plan Investments has been determined by using a 
building-block approach and assumes a time horizon, as defined in SERS’ Statement of Investment 
Policy.  A forecasted rate of inflation serves as the baseline for the return expectation.  Various real 
return premiums over the baseline inflation rate have been established for each asset class.  The long-
term expected nominal rate of return has been determined by calculating an arithmetic weighted 
average of the expected real return premiums for each asset class, adding the projected inflation rate, 
and adding the expected return from rebalancing uncorrelated asset classes. The target allocation and 
best estimates of arithmetic real rates of return for each major asset class are summarized in the 
following table: 

 
 

Discount Rate - The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute.  Projected inflows from investment earnings were calculated using the long-term assumed 
investment rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of 
projected benefits to determine the total pension liability.   
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate - Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential 
impact the following table presents the School’s proportionate share of the net pension liability 
calculated using the discount rate of 7.50 percent, as well as what each plan’s net pension liability would 
be if it were calculated using a discount rate that is one percentage point lower (6.50 percent), or one 
percentage point higher (8.50 percent) than the current rate. 
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1% Decrease

(6.50%)

Current 

Discount Rate

(7.50%)

1% Increase 

(8.50%)

School's Proportionate Share

  of the Net Pension Liability 262,541$             198,303$            144,533$            
 
 

 
NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – STRS - The total pension liability in the June 30, 2015, actuarial valuation was 
determined using the following actuarial assumptions, applied to all periods included in the 
measurement: 
 
 

Inflation 2.75 percent

Projected salary increases 2.75 percent at age 70 to 12.25 percent at age 20

Investment Rate of Return 7.75 percent, net of investment expenses, including inflation

Cost-of-Living Adjustments 2 percent simple applied as follows:  for members retiring before

  (COLA) August 1, 2013, 2 percent per year; for members retiring August 1, 2013,

 or later, 2 percent COLA paid on fifth anniversary of retirement date.  
 
Mortality rates were based on the RP-2000 Combined Mortality Table (Projection 2022—Scale AA) for 
Males and Females.  Males’ ages are set-back two years through age 89 and no set-back for age 90 and 
above.  Females younger than age 80 are set back four years, one year set back from age 80 through 89 
and no set back from age 90 and above.   
 
Actuarial assumptions used in the June 30, 2016, valuation are based on the results of an actuarial 
experience study, effective July 1, 2012. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long-term expected 
rate of return for each major asset class are summarized as follows:  
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*10-year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.50 percent and does not include investment expenses. The total fund long-term expected return 
reflects diversification among the asset classes and therefore is not a weighted average return of the 
individual asset classes.  
 
 
 
 
 
 

NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Discount Rate The discount rate used to measure the total pension liability was 7.75 percent as of June 
30, 2016. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate 
increases described above. For this purpose, only employer contributions that are intended to fund 
benefits of current plan members and their beneficiaries are included.  Projected employer 
contributions that are intended to fund the service costs of future plan members and their beneficiaries, 
as well as projected contributions from future plan members, are not included.  Based on those 
assumptions, STRS’ fiduciary net position was projected to be available to make all projected future 
benefit payments to current plan members as of June 30, 2016.  Therefore, the long-term expected rate 
of return on pension plan investments of 7.75 percent was applied to all periods of projected benefit 
payment to determine the total pension liability as of June 30, 2016. 
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the School's proportionate share of the net pension liability as of June 
30, 2016, calculated using the current period discount rate assumption of 7.75 percent, as well as what 
the School's proportionate share of the net pension liability would be if it were calculated using a 
discount rate that is one-percentage-point lower (6.75 percent) or one-percentage-point higher (8.75 
percent) than the current rate: 
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1% Decrease

(6.75%)

Current 

Discount Rate

(7.75%)

1% Increase 

(8.75%)

School's Proportionate Share

  of the Net Pension Liability 4,637,420$          3,489,619$         2,521,381$          
 

Changes Between Measurement Date and Report Date  In March 2017, the STRS Board adopted certain 
assumption changes which will impact their annual actuarial valuation prepared as of June 30, 2017.  
The most significant change is a reduction in the discount rate from 7.75 percent to 7.45 percent.  In 
April 2017, the STRS Board voted to suspend cost of living adjustments granted on or after July 1, 2017.  
Although the exact amount of these changes is not known, the overall decrease to School’s net pension 
liability is expected to be significant.   

 
NOTE 10 - POSTEMPLOYMENT BENEFITS 
 
School Employees Retirement System (SERS) 
 
Health Care Plan Description – The School contributes to the SERS Health Care Fund, administered by 
SERS for non-certificated retirees and their beneficiaries.  For GASB 45 purposes, this plan is considered 
a cost-sharing, multiple-employer, defined benefit other postemployment benefit (OPEB) plan.  The 
Health Care Plan includes hospitalization and physicians’ fees through several types of plans including 
HMO’s, PPO’s, Medicare Advantage, and traditional indemnity plans as well as a prescription drug 
program. The financial report of the Plan is included in the SERS Comprehensive Annual Financial Report 
which can be obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
 

NOTE 10 - POSTEMPLOYMENT BENEFITS (continued) 
 
School Employees Retirement System (SERS) (continued) 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with 
Internal Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or 
discontinue any health plan or program. Health care is financed through a combination of employer 
contributions and retiree premiums, copays and deductibles on covered health care expenses, 
investment returns, and any funds received as a result of SERS’ participation in Medicare programs. 
Active employee members do not contribute to the Health Care Plan.  Retirees and their beneficiaries 
are required to pay a health care premium that varies depending on the plan selected, the number of 
qualified years of service, Medicare eligibility and retirement status. 
 
Funding Policy – State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required basic benefits, the Retirement 
Board allocates the remainder of the employer contribution of 14 percent of covered payroll to the 
Health Care Fund. For fiscal year 2017, SERS did not allocate any employer contributions to the Health 
Care fund.   In addition, employers pay a surcharge for employees earning less than an actuarially 
determined minimum compensation amount, pro-rated according to service credit earned. For fiscal 
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year 2017, this amount was $23,500.  Statutes provide that no employer shall pay a health care 
surcharge greater than 2 percent of that employer’s SERS-covered payroll; nor may SERS collect in 
aggregate more than 1.5 percent of the total statewide SERS-covered payroll for the health care 
surcharge. For fiscal year 2017, the School’s surcharge obligation was $559. 

 
For fiscal years 2016 and 2017, SERS did not allocate employer contributions to the Health Care fund.  
The School’s contributions for health care for the fiscal year ended June 30, 2015, was $647. The full 
amount has been contributed for fiscal year 2015. 
 
School Teachers Retirement Systems (STRS) 

 
Plan Description – The School participates in the cost-sharing multiple-employer defined benefit Health 
Plan administered by the State Teachers Retirement System of Ohio (STRS) for eligible retirees who 
participated in the defined benefit or combined pension plans offered by STRS.  Ohio law authorizes 
STRS to offer this plan.  Benefits include hospitalization, physicians’ fees, prescription drugs and 
reimbursement of monthly Medicare Part B premiums.  The Plan is included in the report of STRS which 
can be obtained by visiting www.strsoh.org or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS Ohio to offer the Plan and gives the 
Retirement Board authority over how much, if any, of the health care costs will be absorbed by STRS.  
Active employee members do not contribute to the Health Care Plan.  All benefit recipients, for the most 
recent year, pay a monthly premium.  Under Ohio law, funding for post-employment health care may be 
deducted from employer contributions.  For fiscal years 2017, 2016 and 2015, STRS did not allocate any 
employer contributions to post-employment health care; therefore, the School did not contribute to 
health care in the last three fiscal years. 

NOTE 11 - CONTINGENCIES 
 

Grants - The School received financial assistance from federal and state agencies in the form of grants.  
Amounts received from grantor agencies are subject to audit and adjustment by the grantor.  Any 
disallowed costs may require refunding to the grantor.  Amounts which may be disallowed, if any, are 
not presently determinable.  However, in the opinion of the School, any such adjustments will not have 
a material adverse effect on the financial position of the School.  
 
Litigation - There are currently no matters in litigation with the School as defendant. 

 
Full-Time Equivalency - School foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by 
schools throughout the State, which can extend past the fiscal year end.  

 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal 
year end that may result in an additional adjustment to the enrollment information as well as claw backs 
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of Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE performed such a review on the School for fiscal year 2017.  
 
As of the date of this report, additional ODE adjustments for fiscal year 2017 are not finalized.  As a 
result, the impact of future FTE adjustments on the fiscal year 2017 financial statements is not 
determinable, at this time. Management believes this may result in either an additional receivable to, or 
a liability of, the School. 
 
In addition, the School’s contracts with their Sponsor require payment based on revenues received from 
the State.  As discussed above, additional FTE adjustments for fiscal year 2017 are not finalized.  Until 
such adjustments are finalized by ODE, the impact on the fiscal year 2017 financial statements, related 
to additional reconciliation necessary with these contracts, is not determinable.  Management believes 
this may result in either an additional receivable to, or liability of, the School. 
 

NOTE 12 - SPONSOR CONTRACT 
 
The School contracted with Ohio Council of Community Schools (OCCS) as its sponsor and oversight 
services as required by law.  Sponsorship fees are calculated as a three percent of state funds received 
by the School from the State of Ohio. For the fiscal year ended June 30, 2017, the total sponsorship fees 
paid totaled $40,561.  

 

 
 
 
 
 
NOTE 13 - MANAGEMENT CONTRACT AND DEBT FORGIVENESS 

 
The School entered into an agreement with I CAN Schools, a local nonprofit management company, to 
provide legal, financial, and other management support services for fiscal year 2017. The agreement was 
for a period of five years beginning July 1, 2013. Management fees are calculated as 18% of the total 
revenues received from the State of Ohio. The total amount due from the School for the fiscal year 
ending June 30, 2017 was $415,888 and is included under “Purchased Services” on the Statement of 
Revenues, Expenses and Changes in Net Position. 
 
The School terminated their management agreement with ICAN Schools on March 2, 2017 and entered 
into a new agreement with Accel Schools effective May 1, 2017 through June 30, 2027. Management 
fees are to be calculated as 18% of the total revenues received from the State of Ohio. There were no 
management fees accrued under this agreement for the current fiscal year.  
 
At the end of the fiscal year, I CAN Schools agreed to do a one-time forgiveness in the amount of 
$693,553. This forgiveness was applied against open obligations of the School that were owed to I CAN 
Schools.  

 
NOTE 14 - PURCHASED SERVICES 
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For the period of July 1, 2016 through June 30, 2017, the School made the following purchased services 
commitments. 

 
 
 
 
 
 
 
  

 
 

NOTE 15 - LEASE OBLIGATIONS 
  

On February 18, 2013, the School entered into a lease with IRG RC Market HQ, LLC for 42,938 square 
feet of space located at 1144 East Market Street, Akron, OH 44305.  The term of the lease is for a period 
of ten years.  Base rent expense for the fiscal year ended 2017 was $297,530.   
 
Future base rent will be $8,000 until October 31, 2017. As of November 1, 2017, the new monthly rent 
will be based off the October FTE count for the fiscal year. If the School is funded at or below 275 FTEs, 
the monthly rent will be set at $8,000. If the School is funded at more than 275 FTEs then the monthly 
rent will be set at $10,000. If the School is funded at more than 300 FTEs then the monthly rent will be 
set at $12,000. Finally, if the School is funded for more than 325 FTEs the monthly rent will be set at 
$18,000.  

Professional and Technical Services 621,576$       

Property Services 391,939        

Utilities 69,767          

Travel and Meetings 1,393            

Communications 38,684          

Contractual Trade Services 137,727        

Pupil transportation 404,480        

1,665,566$    
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AKRON PREPARATORY SCHOOL - SUMMIT COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE SCHOOL’S PROPORTIONATE SHARE OF NET PENSION LIABILITY 

SCHOOL EMPLOYEE’S RETIREMENT SYSTEM OF OHIO 
LAST THREE FISCAL YEARS 

2017 2016 2015

School's Proportion of the Net Pension Liability 0.0027094 0.00262010% 0.00208400%

School's Proportionate Share of the Net Pension Liability 198,303$       149,505$        105,470$         

School's Covered-Employee Payroll 84,143$         78,877$          56,667$           

School's Proportionate Share of the Net Pension Liability 235.67% 189.54% 186.12%

as a Percentage of its Covered-Employee Payroll

Plan Fiduciary Net Position as a Percentage of the 62.98% 69.16% 71.70%

Total Pension Liability

Information prior to 2015 is not available.

Note: The amounts presented for each fiscal year were determined as of the measurement date.

School Employees Retirement System (SERS)

Changes of Benefit Terms: None. 

· Discount rate from 7.75% to 7.50%

· Assumed rate of inflation from 3.25% to 3.00%

· Payroll growth assumption from 4.00% to 3.50%

· Assumed real wage growth from 0.75% to 0.50%

Notes:

Changes of Assumptions: Amounts reported in 2017 reflect an adjustment of the rates of withdrawal, retirement 

and disability to more closely reflect actual experience and the expectation of retired life mortality was based on 

RP-2014 Blue Collar Mortality Tables and RP-2000 Disabled Mortality Table. The following reductions were also 

made to the actuarial assumptions:
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AKRON PREPARATORY SCHOOL - SUMMIT COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE SCHOOL’S PROPORTIONATE SHARE OF NET PENSION LIABILITY 

STATE TEACHER’S RETIREMENT SYSTEM OF OHIO 
LAST THREE FISCAL YEARS 

2017 2016 2015

School's Proportion of the Net Pension Liability 0.01042517% 0.01167078% 0.00828467%

School's Proportionate Share of the Net Pension Liability 3,489,619$     3,225,462$     2,015,118$       

School's Covered-Employee Payroll 1,096,929$     1,217,650$     846,462$          

School's Proportionate Share of the Net Pension Liability 318.13% 264.89% 238.06%

as a Percentage of its Covered-Employee Payroll

Plan Fiduciary Net Position as a Percentage of the 66.80% 72.10% 74.70%

Total Pension Liability

Information prior to 2015 is not available 

Note: The amounts presented for each fiscal year were determined as of the measurement date.
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AKRON PREPARATORY SCHOOL - SUMMIT COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE SCHOOL’S CONTRIBUTIONS 

SCHOOL EMPLOYEE’S RETIREMENT SYSTEM OF OHIO 
LAST FOUR FISCAL YEARS 

 
2017 2016 2015 2014

Contractually Required Contribution 7,549$       11,780$    10,396$    7,854$      

Contributions in Relation to the Contractually 

Required Contribution (7,549)$      (11,780)$  (10,396)$  (7,854)$    

Contribution Deficiency (Excess) -$           -$         -$         -$         

School's Covered-Employee Payroll 53,921$     84,143$    78,877$    56,667$    

Contributions as a Percentage of

Covered-Employee Payroll 14.00% 14.00% 13.18% 13.86%

Information prior to 2014 is not available
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AKRON PREPARATORY SCHOOL - SUMMIT COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE SCHOOL’S CONTRIBUTIONS 

STATE TEACHER’S RETIREMENT SYSTEM OF OHIO 
LAST FOUR FISCAL YEARS 

 
2017 2016 2015 2014

Contractually Required Contribution 119,657$      153,570$      170,471$      110,040$      

Contributions in Relation to the Contractually 

Required Contribution (119,657)$     (153,570)$     (170,471)$     (110,040)$     

Contribution Deficiency (Excess) -$              -$              -$              -$              

School's Covered-Employee Payroll 854,693$      1,096,929$   1,217,650$   846,462$      

Contributions as a Percentage of

Covered-Employee Payroll 14.00% 14.00% 14.00% 13.00%

Information prior to 2014 is not available
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AKRON PREPARATORY SCHOOL – SUMMIT COUNTY, OHIO 
 

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION 
FOR THE FISCAL YEAR ENDED JUNE 30, 2017 

 
 
 
SCHOOL EMPLOYEES RETIREMENT SYSTEM (SERS) OF OHIO 
 
Changes in benefit terms: There were no changes in benefit terms from the amounts reported for fiscal 
years 2014-2017. 
 
Changes in assumptions: There were no changes in methods and assumptions used in the calculation of 
actuarial determined contributions for fiscal years 2014-2016. For fiscal year 2017, the following 
changes of assumptions affected the total pension liability since the prior measurement date: (a) the 
assumed rate of inflation was reduced from 3.25% to 3.00%, (b) payroll growth assumption was reduced 
from 4.00% to 3.50%, (c) assumed real wage growth was reduced from 0.75% to 0.50%, (d) Rates of 
withdrawal, retirement and disability were updated to reflect recent experience, (e) mortality among 
active members was updated to RP-2014 Blue Collar Mortality Table with fully generational projection 
and a five year age set-back for both males and females, (f) mortality among service retired members, 
and beneficiaries was updated to the following RP-2014 Blue Collar Mortality Table with fully 
generational projection with Scale BB, 120% of male rates, and 110% of female rates and (g) mortality 
among disabled members was updated to RP-2000 Disabled Mortality Table, 90% for male rates and 
100% for female rates, set back five years is used for the period after disability retirement.  
 
STATE TEACHERS RETIREMENT SYSTEM (STRS) OF OHIO 
 
Changes in benefit terms: There were no changes in benefit terms from the amounts reported for fiscal 
years 2014-2017. 
 
Changes in assumptions: There were no changes in methods and assumptions used in the calculation of 
actuarial determined contributions for fiscal years 2014-2017.  See the notes to the basic financial 
statements for the methods and assumptions in this calculation. 
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JAMES G. ZUPKA, C.P.A., INC. 
Certified Public Accountants 

5240 East 98
th

 Street 

Garfield Hts., Ohio 44125 
_________________ 

 
Member American Institute of Certified Public Accountants           (216) 475 - 6136                            Ohio Society of Certified Public Accountants 

 

 

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 

AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN 

AUDIT OF FINANCIAL STATEMENTS PERFORMED IN 

ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
 

To the Members of the Board  The Honorable Dave Yost 

Auditor of State 

State of Ohio 

Akron Preparatory School  

Akron, Ohio  

 

We have audited, in accordance with the auditing standards generally accepted in the United 

States of America and the standards applicable to financial audits contained in Government 

Auditing Standards issued by the Comptroller General of the United States, the financial 

statements of the Akron Preparatory School, Summit County, Ohio, (the School) as of and for 

the year ended June 30, 2017, and the related notes to the financial statements, which collectively 

comprise the School’s basic financial statements, and have issued our report thereon dated 

December 29, 2017. 

 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School’s 

internal control over financial reporting (internal control) to determine the audit procedures that 

are appropriate in the circumstances for the purpose of expressing our opinion on the financial 

statements, but not for the purpose of expressing an opinion on the effectiveness of the School’s 

internal control. Accordingly, we do not  express an opinion on the effectiveness of the School’s 

internal control.   

 

A deficiency in internal control exists when the design or operation of a control does not allow 

management or employees, in the normal course of performing their assigned functions, to 

prevent, or detect and correct, misstatements on a timely basis. A material weakness is a 

deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable 

possibility that a material misstatement of the School’s financial statements will not be 

prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or 

a combination of deficiencies, in internal control that is less severe than a material weakness, yet 

important enough to merit attention by those charged with governance.   

 

Our consideration of internal control was for the limited purpose described in the first paragraph 

of  this section and was not designed to identify all deficiencies in internal control that might be 

material weaknesses or significant deficiencies.  Given these limitations, during our audit we did 

not identify any deficiencies in internal control that we consider to be material weaknesses.  

However, material weaknesses may exist that have not been identified. 
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Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School’s financial statements are 

free from material misstatement, we performed tests of its compliance with certain provisions of 

laws, regulations, contracts, and grant agreements, noncompliance with which could have a 

direct and material effect on the determination of financial statement amounts.  However, 

providing an opinion on compliance with those provisions was not an objective of our audit, and 

accordingly, we do not express such an opinion.  The results of our tests disclosed no instances 

of noncompliance or other matters that are required to be reported under Government Auditing 

Standards. 

 
Purpose of This Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and 

compliance and the results of that testing, and not to provide an opinion on the effectiveness of 

the School’s internal control or on compliance.  This report is an integral part of an audit 

performed in accordance with Government Auditing Standards in considering the School’s 

internal control and compliance.  Accordingly, this communication is not suitable for any other 

purpose.  

 

 
James G. Zupka, CPA, Inc. 

Certified Public Accountants 

 

December 29, 2017 
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AKRON PREPARATORY SCHOOL
SUMMIT COUNTY, OHIO

SCHEDULE OF PRIOR AUDIT FINDINGS AND QUESTIONED COSTS
JUNE 30, 2017

The prior audit report, as of June 30, 2016, included no citations or instances of noncompliance. 
Management letter recommendations have been corrected, repeated, or procedures instituted to
prevent occurrences in this audit period.

41
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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
Banning Lewis Ranch Academy

We have audited the accompanying financial statements of the governmental activities, the 
business-type activities, and each major fund of Banning Lewis Ranch Academy, as of and for the 
year ended June 30, 2020, and the related notes to the financial statements, which collectively 
comprise the School’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States o f America; this 
includes the design, implementation, and maintenance of internal control relevant to the 
preparation and fair presentation of financial statements that are free from material misstatement, 
whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States 
of America. Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment, 
including the assessment of the risks of material misstatement of the financial statements, whether 
due to fraud or error. In making those risk assessments, the auditor considers internal control 
relevant to the entity’s preparation and fair presentation of the financial statements in order to 
design audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the entity’s internal control . Accordingly, we express 
no such opinion. An audit also includes evaluating the appropriateness of accounting policies used 
and the reasonableness of significant accounting estimates made by management, as well as 
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities, the business-type activities, and each 
major fund of Banning Lewis Ranch Academy, as of June 30, 2020, and the respective changes in 
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financial position and, where applicable, cash flows thereof for the year then ended in accordance 
with accounting principles generally accepted in the United States of America.

Adoption of new accounting standard

As described in Note 1 to the financial statements, effective July 1, 2019, Banning Lewis Ranch 
Academy adopted new accounting guidance, GASB Statement No. 84, Fiduciary Activities. Our 
opinion is not modified with respect to this matter. 

Other-Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the 
management’s discussion and analysis and required supplementary information as listed in the 
table of contents be presented to supplement the basic financial statements. Such information, 
although not a part of the basic financial statements, is required by the Governmental Accounting 
Standards Board, who considers it to be an essential part of financial reporting for placing the basic 
financial statements in an appropriate operational, economic, or historical context. We have applied 
certain limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an 
opinion or provide any assurance on the information because the limited procedures do not provide 
us with sufficient evidence to express an opinion or provide any assurance.

Colorado Springs, Colorado
September 25, 2020
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Banning Lewis Ranch Academy
Management’s Discussion and Analysis
For Fiscal Year Ended June 30, 2020

i

Banning Lewis Ranch Academy is a K-10 Public Charter School located in Colorado Springs, Colorado that 

began operations in the fall of 2006.  This Management’s Discussion and Analysis, a requirement of 

GASB 34, is intended to be the Banning Lewis Ranch Academy administration’s discussion and analysis of 

the financial results for the fiscal year ended June 30, 2020.

OVERVIEW OF THE FINANCIAL STATEMENTS

U.S. generally accepted accounting principles (GAAP) according to GASB 34 requires the reporting of two 

types of financial statements: Government-wide Financial Statements and Governmental Fund Financial 

Statements.   

Fund Financial Statements:

The governmental fund level statements are reported on a modified accrual basis.  Only those assets 

that are “measurable” and “currently available” are reported.   Liabilities are recognized to the extent 

they are normally expected to be paid with current financial resources.

Governmental activities including the Academy’s major instruction and instructional support activities 

are reported in the General Fund.  While governmental activities consist of functions that are mostly 

funded by intergovernmental revenues, business type activities consist of functions that are intended to 

recover all of most of their costs through user fees and charges.  The Academy includes the Banning 

Lewis Ranch Academy Building Company, LLC as a business type component unit in its fund financial 

statements as the debt service requirements of the facility financing arrangement is designed to be 

funded by lease payments from the Academy.

In the governmental fund financial statements, capital assets purchased are reported as expenditures in 

the year of acquisition.   No asset is reported on the balance sheet.   The issuance of debt is recorded as 

a financial resource.   The current year’s payments of principal and interest on long-term obligations are 

recorded as expenditures.  Future year’s debt obligations are not recorded on the balance sheet.

Government-wide Financial Statements:

The Government-wide financial statements are maintained using the “full accrual” basis.  They report all 

of the Academy’s assets and liabilities, both current and long term, regardless if they are “currently 

available” or not.  For example, capital assets and long-term obligations of the Academy are reported in 

the Statement of Net Position of the Government-wide financial statements.
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE

Summary of Net Position: 

The following summarizes the net position at fiscal year end June 30, 2020:

FINANCIAL ANALYSIS OF THE ACADEMY’S ACTIVITIES

During fiscal year ended June 30, 2020, the Academy’s net position increased by $1,227,372 as 

compared to an increase of $1,047,721 in the prior fiscal year ending June 30, 2019.  This increase is 

primarily the result of increased State and District funding and decreased expenses related to Support 

Services in the General Fund.  Asset balances increased by $1,220,869 while liability balances decreased

by $124,939.  The increase in asset balances originates primarily from an increase in cash balances 

mainly in the General Operating Fund.  The decrease in liability balances reflects a principal payment on 

the facility bond debt in the amount of $145,000.

2019 2020 2019 2020 2019 2020

Assets

  Current assets $3,146,394 $4,609,473 $4,221,078 $4,492,472 $7,367,472 $9,101,945

  Capital assets 2,568,467 2,773,175 24,940,926 24,940,926 27,509,393 27,714,101

   Less: accumulated depreciation (1,086,021) (1,278,256) (2,601,372) (3,127,449) (3,687,393) (4,405,705)

         Capital assets, net book value 1,482,446 1,494,919 22,339,554 21,813,477 23,822,000 23,308,396

         Total assets $4,628,840 $6,104,392 $26,560,632 $26,305,949 $31,189,472 $32,410,341

Deferred Outflows 0 0 98,960 92,949 98,960 92,949

Liabilities

    Current liabilities $951,100 $971,492 $212,482 $542,151 $1,163,582 $1,513,643

    Long-term liabilities 0 0 27,620,000 27,145,000 27,620,000 27,145,000

         Total liabilities $951,100 $971,492 $27,832,482 $27,687,151 $28,783,582 $28,658,643

Net position

     Net investment (deficit) in capital assets $1,482,446 $1,494,919 ($5,034,159) ($5,417,140) ($3,551,713) ($3,922,221)

     Restricted 351,900 393,000 3,861,269 4,128,887 4,213,169 4,521,887

     Unrestricted 1,843,394 3,244,981 0 0 1,843,394 3,244,981

          Total net position $3,677,740 $5,132,900 ($1,172,890) ($1,288,253) $2,504,850 $3,844,647

Net Position Summary

Governmental Activities Business-type Activities Totals
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A. Results of Operations:

For the fiscal year ended June 30, 2019 and 2020, the Academy wide results of operations were:

B. Per Pupil Revenue (PPR) 

The Academy’s PPR funding is determined by the following variables: 

Per Pupil Funding:  Annually, the State and the District sets the per pupil funding based on a 

base funding amount as adjusted by a number of factors including a cost-of-living factor and an 

At-Risk demographics factor.   The Banning Lewis Ranch Academy PPOR was $7,777 for the 

2018-19 school year and $8154 for the 2019-20 school year.

Student Enrollment:  The Academy’s student enrollment for the fall count of the 2018-19 was 

1,328 students as compared 1,441 students for the fall of 2019-20.   To calculate total state aid 

to be provided by the District funded PPR, enrollment is multiplied by the Academy’s per pupil 

funding.  It should be noted that Kindergarten students are only funded at 58% of the pupil 

allocation.  The funded full time equivalent (FTE) student count after adjusting out .42 FTE for 

each kindergarten student was 1,327.7 for 2018-19 and 1435 for 2019-20.

C. Major Fund Budgetary Highlights

General Fund Operations

The Academy’s only major governmental type fund is the General Fund.  Revenues and other 

financing sources from General Fund operations was greater than Expenditures and other 

Amount 

Percent of 

Total Amount 

Percent of 

Total Amount 

Percent 

of Total Amount 

Percent 

of Total Amount

Percent 

of Total Amount 

Percent 

of Total

General revenue:

      State and District aid - all sources $10,525,043 110.38% $11,917,664 107.01% $0 0.00% $0 0.00% $10,525,043 88.72% $11,917,664 90.26%

      Other -1,625,305 -17.05% -1,475,526 -13.25% 2,328,615 99.99% 2,066,432 100.00% 703,310 5.93% 590,906 4.48%

            Total general revenue 8,899,738 93.34% 10,442,138 93.76% 2,328,615 99.99% 2,066,432 100.00% 11,228,353 94.64% 12,508,570 94.74%

Program revenue:

      Charges for services 143,995 1.51% 222,996 2.00% 0 0.00% 0 0.00% 143,995 1.21% 222,996 1.69%

      Operating grants - federal and state 491,225 5.15% 471,670 4.24% 280 0.01% 0 0.00% 491,505 4.14% 471,670 3.57%

           Total program revenue 635,220 6.66% 694,666 6.24% 280 0.01% 0 0.00% 635,500 5.36% 694,666 5.26%

                  Total revenue 9,534,958 100.00% 11,136,804 100.00% 2,328,895 100.00% 2,066,432 100.00% 11,863,853 100.00% 13,203,236 100.00%

Expenses:

       Instruction and instructional services 4,370,999 50.67% 5,851,701 59.75% 0 0.00% 0 0.00% 4,370,999 40.41% 5,851,701 48.86%

       Support services 4,255,894 49.33% 3,942,368 40.25% 0 0.00% 0 0.00% 4,255,894 39.35% 3,942,368 32.92%

       Interest on long-term debt 0 0.00% 0 0.00% 0 0.00% 0 0.00% 0 0.00% 0 0.00%

       Building Corporation 0 0.00% 0 0.00% 2,189,239 100.00% 2,181,795 100.00% 2,189,239 20.24% 2,181,795 18.22%

                  Total expenses 8,626,893 100.00% 9,794,069 100.00% 2,189,239 100.00% 2,181,795 100.00% 10,816,132 100.00% 11,975,864 100.00%

Increase (decrease) in net position $908,065 $1,342,735 $139,656 ($115,363) $1,047,721 $1,227,372

2019 2020

Business-type Activities Total

2019 2020

Governmental Activities

2019 2020
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financing uses by $1,330,262 for the fiscal year ended June 30, 2020.   Some budgetary 

highlights are as follows:

Final Budget vs. Actual

Original vs. Final Budget

As a matter of practice, the Academy amends its budget periodically as needed during the 

school year.   For the fiscal year 2019-20, the budget was amended on January 21, 2020.   The 

January 21, 2020 budget amendment was the final budget for the fiscal year.   The Academy 

Board does not budget for expenditures covered by grants or the grant revenue until an award 

allocation is received.  The General Fund does not budget for debt financed capital outlays, if 

applicable, in the original budget.

Changes from Original to Final General Budget

Revenues and Other Financing Sources

The Academy’s final general fund revenues were higher than the final budget by $313,046, a 

variance of 2.4%.

Fiscal Year Final Budget Final Actual

Revenues and Other Financing Sources

2018-2019 $12,181,214 $11,779,627

2019-2020 $12,831,985 $13,145,031

Expenditures and Other Financing Sources

2018-2019 $11,925,081 $11,574,750

2019-2020 $12,234,313 $11,814,769

Total Revenues Original Budget $12,638,490

Total Revenues Final Budget 12,831,985

Increase in Budgeted Revenues $193,495
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The following are the significant changes in revenues from the original budget:

Increase in Revenues from State Sources for Per Pupil Funding

Expenditures and Other Financing Sources: 

The Academy’s budget for expenditures changed as follows during the year:

The Academy’s actual expenditures were lower than final budget by $419,544, a variance of 

3.4%

The following were the most significant changes in expenditures from the original budget:

Increased revenues from State Sources for Per Pupil Revenue

D. Proprietary Fund Highlights

The Banning Lewis Ranch Academy Building Company, LLC, a business type component unit 

included in the fund financial statements, receives lease income from the Academy and in turn 

uses those receipts to fund the debt reserves and make scheduled debt service payments in 

accordance with the facility financing arrangement.   The scheduled lease payments are 

designed to provide sufficient cash flow to fund the required debt service and reserves.  As 

explained earlier under FINANCIAL ANALYSIS OF THE ACADEMY’S ACTIVITIES, certain timing 

differences related to depreciation and debt retirement as well as the use of capitalized interest 

have caused the Academy to incur losses.  Due to the temporary nature of those differences, it 

is expected that the losses will reverse themselves over the life of the facility financing 

arrangement.

Total Expenditures Original Budget $12,245,806

Total Expenditures Final Budget 12,234,313

Decrease in Expenditures -$11,493
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CAPITAL ASSETS AND DEBT ADMINISTRATION

A. Capital Assets

The Academy’s net investment in capital assets decreased by $370,508 during the fiscal year.   

Capital asset additions of $204,708 included site improvements for a track, security camera, and 

building furnishings and technology.   This can be summarized as follows:

For more information on capital assets, refer to Note 5 in the basic financial statements.

B. Depreciation Expense

GASB 34 requires governmental entities to maintain a record of annual depreciation expense 

and accumulated depreciation.   The net increase in accumulated depreciation expense is a 

reduction in net position in the governmental-wide financial statements.   Depreciation is not 

recognized in the governmental fund financial statements and has been noted as a reconciling 

item in the Academy’s financial statements.

For the fiscal year ended June 30, 2020, the net increase in accumulated depreciation was 

$718,312.

Depreciation expense is recorded on a straight-line basis over the estimated useful lives of 

assets.  In accordance with U.S. generally accepted accounting principles (GAAP), depreciation 

expense is recorded based on the original cost of the asset, less an estimated salvage value.

Capital Assets $27,509,393 $204,708 $27,714,101

Less: Accumulated depreciation (3,687,393) (718,312) (4,405,705)

Net investments in capital assets $23,822,000 ($513,604) 0 $23,308,396

Additions Disposals

Beginning 

Balance

Ending 

Balance
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C. Debt, Principal Payments

The Academy’s building company unit issued debt in 2006 to fund the acquisition and 

construction of the facility being used.   This debt was refinanced in FY2017.  A summary of long-

term debt service activities is a follows.

ECONOMIC FACTORS AND NEXT’S YEAR BUDGET

The Preliminary Budget for 2020-21 Fiscal Year was adopted by the Board of Directors on June 16, 2020.  

Few definite factors were known as the budget was being drafted, and others were unknown and 

needed to be projected with management’s best estimates based on feedback from the State, the 

District and the community.  Some key factors and estimates used in the 2020-21 preliminary budget 

process include:

 The Academy’s PPR funding had been estimated to be $7,509 per pupil;

 Enrollment projections of 1521, students in grades K-10 with a funded FTE of 1521;

 Teaching staff, at maximum, would provide one teacher for every 25 students;

 Benefit costs would be based on group coverage rates through same providers the Academy 

used in FY 2019-20.

CONTACTING THE ACADEMY’S MANAGEMENT

This financial report is designed to provide our citizens and taxpayers with a general overview of the 

Academy’s finances.  If you have questions about this report or need additional information, contact the 

Administration Office, Banning Lewis Ranch Academy, 7094 Cottonwood Tree Drive, Colorado Springs, 

Colorado, 80927.

Loans payable $27,765,000 $0 $145,000 $27,620,000

Balance 

6/30/2019

New 

Financings

Principal 

Payment

Balance 

6/30/2020
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Governmental 

Activities

Business-type 

Activities Total

ASSETS

Cash and investments 4,675,572$       -$                      4,675,572$       

Restricted cash and investments -                        4,384,859         4,384,859         

Internal balances (107,613)           107,613            -                        

Prepaid items 41,514              -                        41,514              

Capital assets not being depreciated 17,000              -                        17,000              

Capital assets, net of accumulated depreciation 1,477,919         21,813,477       23,291,396       

Total Assets 6,104,392         26,305,949       32,410,341       

DEFERRED OUTFLOWS OF RESOURCES

Deferred charge on refunding -                        92,949              92,949              

LIABILITIES

Accounts payable and other accrued liabilities 320,048            -                        320,048            

Accrued salaries and benefits 651,444            -                        651,444            

Accrued interest payable -                        67,151              67,151              

Long-term liabilities

Due within one year -                        475,000            475,000            

Due in more than one year -                        27,145,000       27,145,000       

Total Liabilities 971,492            27,687,151       28,658,643       

NET POSITION

Net investment in capital assets 1,494,919         (5,417,140)        (3,922,221)        
Restricted for: 

TABOR 393,000            -                        393,000            
Debt Service -                        4,128,887         4,128,887         

Unrestricted 3,244,981         -                        3,244,981         

Total Net Position (deficit) 5,132,900$       (1,288,253)$      3,844,647$       

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

FOR THE YEAR ENDED JUNE 30, 2020

Net (Expense) Revenue and Changes in Net Position

Functions/Programs Expenses

Charges for 

Services

Operating Grants 

and 

Contributions

Capital Grants 

and 

Contributions

Governmental 

Activities

Business-type 

Activities Total

Governmental activities:

Instruction 5,851,701$       222,996$          71,520$            400,150$          (5,157,035)$        -$                        (5,157,035)$        

Supporting services 3,942,368         -                       -                       -                       (3,942,368)          (3,942,368)          

Total governmental activities 9,794,069         222,996            71,520              400,150            (9,099,403)          (9,099,403)          

Business-type activities:

Building Company 2,181,795         -                       -                       -                       (2,181,795)          (2,181,795)          

Total 11,975,864$     222,996$          71,520$            400,150$          (2,181,795)          (11,281,198)        

General revenues:

Per pupil revenue 11,685,682          -                          11,685,682          

Mill levy override 230,861               -                          230,861               

Unrestricted investment earnings 1,121                   58,205                 59,326                 

Miscellaneous 532,701               -                          532,701               

Transfers (2,008,227)          2,008,227            -                          

Total general revenues and transfers 10,442,138          2,066,432            12,508,570          

Change in net position 1,342,735            (115,363)             1,227,372            

Net position - beginning, as restated (deficit) 3,790,165            (1,172,890)          2,617,275            

Net position - ending (deficit) 5,132,900$          (1,288,253)$        3,844,647$          

Program Revenue

The accompanying notes are an integral part of these financial statements.
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ASSETS
Cash and investments 4,675,572$          

Prepaid items 41,514                 

Total Assets 4,717,086$          

LIABILITIES

Accounts payable and other accrued liabilities 320,048$             

Accrued salaries and benefits 651,444               

Due to other funds 107,613

Total Liabilities 1,079,105            

FUND BALANCE

Non-spendable 41,514                 

Restricted for emergencies 393,000               

Unassigned 3,203,467

Total Fund Balance 3,637,981            

Total Liabilities and Fund Balance 4,717,086$          

BANNING LEWIS RANCH ACADEMY

BALANCE SHEET

GENERAL FUND

JUNE 30, 2020

The accompanying notes are an integral part of these financial statements.
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Amounts reported for Governmental Activities in the Statement of Net Position are different because:

Total Fund Balance of Governmental Funds 3,637,981$       

Capital assets used in governmental activities are not current financial resources

and, therefore, are not reported in the governmental funds. 1,494,919         

Total Net Position of Governmental Activities 5,132,900$       

BANNING LEWIS RANCH ACADEMY

RECONCILIATION OF THE BALANCE SHEET 

JUNE 30, 2020

TO THE STATEMENT OF NET POSITION

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

Local sources 987,679$             

State sources 12,094,452          

Federal sources 62,900                 

Total revenues 13,145,031          

EXPENDITURES

 Instruction  5,692,484            

 Supporting services 6,003,079            

Facilities acquisition and construction 119,206               

Total expenditures 11,814,769          

Net change in fund balance 1,330,262            

Fund balance, beginning - as restated 2,307,719            

Fund balance, ending 3,637,981$          

BANNING LEWIS RANCH ACADEMY

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGE IN FUND BALANCE

GENERAL FUND

FOR THE YEAR ENDED JUNE 30, 2020

The accompanying notes are an integral part of these financial statements.
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Amounts reported for Governmental Activities in the Statement of Activities are different because:

Net Change in Fund Balance of Governmental Funds 1,330,262$       

Governmental funds report capital outlays as expenditures. However, in 

the statement of activities the cost of those assets is allocated over their 

estimated useful lives and reported as depreciation expense.

Capital Outlays 204,708$          

Depreciation Expense       (192,235) 12,473              

Change in Net Position of Governmental Activities 1,342,735$       

BANNING LEWIS RANCH ACADEMY

RECONCILIATION OF THE STATEMENT OF

REVENUES, EXPENDITURES, AND CHANGE IN FUND BALANCE TO THE

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2020

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

Company

ASSETS

Current Assets:

Restricted cash and investments 4,384,859$        

Due from other funds 107,613             

Noncurrent Assets:

Capital assets being depreciated, net of accumulated depreciation 21,813,477        

Total assets 26,305,949        

DEFERRED OUTFLOWS OF RESOURCES

Deferred charges on refunding 92,949               

LIABILITIES

Current Liabilities:

Accrued interest payable 67,151               

Loan payable, current portion 475,000             

Total current liabilities 542,151             

Noncurrent Liabilities:

Loan payable 27,145,000        

Total liabilities 27,687,151        

NET POSITION

Net investment in capital assets (5,417,140)        

Restricted for debt service 4,128,887          

Total net position (deficit) (1,288,253)$      

BANNING LEWIS RANCH ACADEMY

STATEMENT OF NET POSITION

JUNE 30, 2020

PROPRIETARY FUND

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

Company

OPERATING REVENUES

Rental income 2,008,227$     

OPERATING EXPENSES

 Purchased services 7,500              

 Interest expense 1,648,219       

Total operating expenses 1,655,719       

Net operating income (loss) 352,508          

NON-OPERATING REVENUES (EXPENSES)

Interest income 58,205            

 Depreciation expense (526,076)         

Total non-operating revenues (expenses) (467,871)         

Change in net position (115,363)         

Net position - beginning (1,172,890)      

Net position - ending (deficit) (1,288,253)$    

BANNING LEWIS RANCH ACADEMY
STATEMENT OF REVENUES, EXPENSES, AND CHANGE IN NET POSITION

FOR THE YEAR ENDED JUNE 30, 2020
PROPRIETARY FUND

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

Company

CASH FLOWS FROM OPERATING ACTIVITIES

Lease payments received 2,015,726$        

Interest payments (1,642,537)  

Principal payments (145,000)           

Other cash payments (7,500)               

Net cash provided (used) by operating activities 220,689             

CASH FLOWS FROM INVESTING ACTIVITES

Interest income 58,205               

Net increase (decrease) in cash and cash equivalents 278,894             

Cash and cash equivalents, beginning 4,105,965          

Cash and cash equivalents, ending 4,384,859$        

Reconciliation of operating income (loss) to

net cash provided (used) by operating activities:

Operating income (loss) 352,508$           

Adjustments to reconcile operating income (loss) 

to net cash provided (used) by operating activities:

Amortization expense 6,013                 

Changes in assets and liabilities:

(Increase) decrease in:

Change in Due to/Due from 7,499                 

Increase (decrease) in:

Interest payable (331)                  

Loan payable (145,000)           

Net cash provided (used) by operating activities 220,689$           

BANNING LEWIS RANCH ACADEMY
STATEMENT OF CASH FLOWS

PROPRIETARY FUND
FOR THE YEAR ENDED JUNE 30, 2020

The accompanying notes are an integral part of these financial statements.
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BANNING LEWIS RANCH ACADEMY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2020

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Banning Lewis Ranch Academy (the School) began operations on January 9, 2006, pursuant to the Colorado 
Charter Schools Act, to form and operate a charter school within Falcon School District 49 (the District).  
The School started admitting students in September 2006.

The financial statements of Banning Lewis Ranch Academy have been prepared in conformity with 
accounting principles generally accepted in the United States of America, as applied to government units.  
The Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for 
establishing governmental accounting and financial reporting principles.  The more significant accounting 
policies of the School are described below.

A.  REPORTING ENTITY

The accompanying financial statements present the School and its component units, entities for which the 
government is considered to be financially accountable. Blended component units are, in substance, part of 
the primary government’s operations, even though they are legally separate entities. Thus, blended 
component units are appropriately presented as funds of the primary government. 

Blended component unit. Banning Lewis Ranch Academy Building Company, LLC (the Building Company) 
was organized for the purpose of acquiring, leasing, constructing, improving, equipping and financing 
various facilities, land, equipment and other improvements in connection with property intended to be leased 
to the School.  The Building Company has no financial balances or transactions outside of those reported by 
the School, and therefore, are not reported separately in the financial statements. The Building Company
does not issue separate financial statements.

The School is considered a component unit of the District.  The School is deemed to be fiscally dependent 
upon the District, because the District provides the majority of support to the School in the form of per pupil 
operating revenue.  The School operates under a charter with the District.  The current charter runs through 
June 30, 2037 at which time the School may seek renewal of its charter in accordance with procedures set 
forth in state law and school district policy and regulations.

B.  BASIS OF PRESENTATION – GOVERNMENT-WIDE FINANCIAL STATEMENTS

While separate government-wide and fund financial statements are presented, they are interrelated.  The 
governmental activities column incorporates data from governmental funds, while business-type activities 
incorporate data from the government’s enterprise funds.  Separate financial statements are provided for 
governmental funds, proprietary funds, and fiduciary funds, even though the latter are excluded from the 
government-wide financial statements.

The government-wide financial statements (i.e. the statement of net position and the statement of activities) 
report information on all of the non-fiduciary activities of the government.  Governmental activities are 
normally supported by per pupil revenue and intergovernmental revenues.  Business-type activities rely to a 
significant extent on fees and charges to external customers for support. As a general rule, the effect of 
interfund activity has been eliminated from the government-wide financial statements.
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NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2020

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. BASIS OF PRESENTATION – FUND FINANCIAL STATEMENTS

The fund financial statements provide information about the government’s funds, including its fiduciary 
funds.  Separate statements for each fund category – governmental, proprietary, and fiduciary – are 
presented.  A fund is an independent fiscal accounting entity with a self-balancing set of accounts. Fund 
accounting segregates funds according to their intended purpose and is used to aid management in 
demonstrating compliance with finance-related legal and contractual provisions. The minimum number of 
funds maintained by the District is consistent with legal and managerial requirements.

The emphasis of fund financial statements is on major governmental and enterprise funds.  Major individual 
governmental and enterprise funds are reported as separate columns in the fund financial statements.

The School reports the following major governmental fund:

The General Fund is the government’s primary operating fund.  It accounts for all financial 
resources of the general government, except those required to be accounted for in another 
fund.

The School reports the following major proprietary fund:

The Building Company is used to account for financial activities primarily related to capital 
assets and related debt service.

During the course of operations, the government has activity between funds for various purposes.  Any 
residual balances outstanding at year end are reported as due from/to other funds and advances to/from other 
funds.  While these balances are reported in fund financial statements, certain eliminations are made in the 
preparation of the government-wide financial statements.  Balances between the funds included in 
governmental activities (i.e., the governmental and internal service funds) are eliminated so that only the net 
amount is included as internal balances in the governmental activities column.  Similarly, balances between 
the funds included in business-type activities (i.e., the enterprise funds) are eliminated so that only the net 
amount is included as internal balances in the business-type activities column.

Further, certain activity occurs during the year involving transfers of resources between funds.  In fund,
financial statements these amounts are reported at gross amounts as transfers in/out.  While reported in fund 
financial statements, certain eliminations are made in the preparation of the government-wide financial 
statements.  Transfers between the funds included in governmental activities are eliminated so that only the 
net amount is included as transfers in the governmental activities column.  Similarly, balances between the 
funds included in business-type activities are eliminated so that only the net amount is included as transfers 
in the business-type activities column.

D.  MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

The accounting and financial reporting treatment is determined by the applicable measurement focus and 
basis of accounting.  Measurement focus indicates the type of resources being measured such as current 
financial resources or economic resources.  The basis of accounting indicates the timing of transactions or 
events for recognition in the financial statements.
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BANNING LEWIS RANCH ACADEMY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2020

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D.  MEASUREMENT FOCUS AND BASIS OF ACCOUNTING (CONTINUED)

The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when a 
liability is incurred, regardless of the timing of the related cash flows.  Grants and similar items are 
recognized as revenue in the fiscal year in which all eligibility requirements imposed by the provider have 
been met.

Governmental fund financial statements are reported using the current financial resources measurement 
focus and the modified accrual basis of accounting.  Revenues are recognized as soon as they are both 
measurable and available.  Revenues are considered to be available when they are collectible within the 
period or soon enough thereafter to pay liabilities of the current fiscal period.  For this purpose, the 
government considers revenues to be available if they are collected within 60 days of the end of the current 
fiscal period.  Expenditures generally are recorded when a liability is incurred, as under accrual accounting.  
However, debt service expenditures and claims and judgments are recorded only when payment is due. 
General capital asset acquisitions are reported as expenditures in governmental funds.  Issuance of long-term 
debt and acquisitions under capital leases are reported as other financing sources. 

Intergovernmental revenues and interest associated with the current fiscal period are all considered to be 
susceptible to accrual and so have been recognized as revenues of the current fiscal period.  Expenditure-
driven grants recognize revenue when the qualifying expenditures have been incurred and all other grant 
requirements have been met, and the amount is received during the period or within the availability period of 
this revenue source (within 60 days of year end).  All other revenue items are considered to be measurable 
and available only when cash is received by the government.

The proprietary fund is reported using the economic resources measurement focus and the accrual basis of 
accounting.  

E. ASSETS, LIABILITIES, DEFERRED OUTFLOWS/INFLOWS OF RESOURCES, AND 
    NET POSITION/FUND BALANCE

Cash and cash equivalents

Cash and cash equivalents include cash on hand and in the bank and short-term investments with original 
maturities of three months or less from the date of acquisition.  

Investments

Investments with a maturity of less than one year when purchased, non‐negotiable certificates of deposit, and 
other nonparticipating investments are stated at cost or amortized cost. Investments with a maturity greater 
than one year when purchased are stated at fair value. Fair value is the price that would be received to sell an 
investment in an orderly transaction at year end. 

Local government investment pools in Colorado must be organized under Colorado Revised Statutes, which 
allows certain types of governments within the state to pool their funds for investment purposes. Investments 
in such pools are valued at the pool’s share price, the price at which the investment could be sold.
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JUNE 30, 2020

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

E. ASSETS, LIABILITIES, DEFERRED OUTFLOWS/INFLOWS OF RESOURCES, AND 
    NET POSITION/FUND BALANCE (CONTINUED)

Receivables

All receivables are reported at their gross value and, where appropriate, are reduced by the estimated portion 
that is expected to be uncollectible.

Prepaid items

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid 
items in both government-wide and fund financial statements.

Capital assets

Capital assets, which include buildings, improvements, and furniture and equipment, are reported in the 
government-wide financial statements.  All purchased capital assets are valued at cost where historical 
records are available and at an estimated historical cost where no historical records exist. The capitalization 
level for equipment is $1,500. Donated capital assets are valued at their acquisition value on the date 
received.  Major outlays for capital assets and improvements are capitalized as projects are constructed.

The costs of normal maintenance and repairs that do not add to the value of the asset, or materially extend 
asset lives, are not capitalized.  Improvements are capitalized and are depreciated over the remaining useful 
lives of the related capital assets or remaining period of the lease, as applicable.

Capital assets of the government are depreciated using the straight-line method over the following estimated 
useful lives:
                

Buildings and improvements 20 to 50 years
Furniture and equipment   5 to 10 years

Deferred outflows/inflows of resources

In addition to assets, the statement of financial position will sometimes report a separate section for deferred 
outflows of resources. This separate financial statement element, deferred outflows of resources, represents a 
consumption of net position that applies to a future period(s) and so will not be recognized as an outflow of 
resources (expense/expenditure) until then.

In addition to liabilities, the statement of financial position will sometimes report a separate section for 
deferred inflows of resources. This separate financial statement element, deferred inflows of resources, 
represents an acquisition of net position that applies to a future period(s) and so will not be recognized as an 
inflow of resources (revenue) until that time.    
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JUNE 30, 2020

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

E. ASSETS, LIABILITIES, DEFERRED OUTFLOWS/INFLOWS OF RESOURCES, AND 
    NET POSITION/FUND BALANCE (CONTINUED)

Long-term liabilities

In the government-wide financial statements, and proprietary fund types in the fund financial statements, 
long-term debt and other long-term obligations are reported as liabilities in the applicable governmental 
activities, business-type activities, or proprietary fund type statement of net position.  Bond premiums and 
discounts are deferred and amortized over the life of the bonds using the straight-line method.  Bonds 
payable are reported net of the applicable bond premium or discount. 

In the fund financial statements, governmental fund types recognize premiums and discounts, as well as 
issuance costs, during the current period.  The face amount of the debt issued is reported as other financing 
sources.  Premiums received on debt issuances are reported as other financing sources while discounts on 
debt issuances are reported as other financing uses.  Issuance costs, whether or not withheld from the actual 
debt proceeds received, are reported as debt service expenditures. 

Net position flow assumption

The School may fund outlays for a particular purpose from both restricted and unrestricted resources.  In 
order to calculate the amounts to report as restricted—net position and unrestricted—net position in the 
government-wide and proprietary fund financial statements, a flow assumption must be made about the order 
in which the resources are considered to be applied.  It is the School’s policy to consider restricted—net 
position to have been depleted before unrestricted—net position is applied.

Fund balance classification

The governmental fund financial statements present fund balances based on classifications that comprise a 
hierarchy that is based primarily on the extent to which the School is bound to honor constraints on the 
specific purposes for which amounts in the respective governmental funds can be spent. The classifications 
available to be used in the governmental fund financial statements are as follows:

Nonspendable – This classification includes amounts that cannot be spent because they are either (a) not in  
spendable form or (b) are legally or contractually required to be maintained intact. 

Restricted – This classification includes amounts for which constraints have been placed on the use of the 
resources either (a) externally imposed by creditors (such as through a debt covenant), grantors, contributors, 
or laws or regulations of other governments, or (b) imposed by law through constitutional provisions or 
enabling legislation. 

Committed – This classification includes amounts that can be used only for specific purposes pursuant to 
constraints imposed by formal action of the Board of Directors. These amounts cannot be used for any other 
purpose unless the Board of Directors removes or changes the specified use by taking the same type of action 
that was used when the funds were initially committed. This classification also includes contractual 
obligations to the extent that existing resources have been specifically committed for use in satisfying those 
contractual requirements. 
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NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2020

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

E. ASSETS, LIABILITIES, DEFERRED OUTFLOWS/INFLOWS OF RESOURCES, AND 
    NET POSITION/FUND BALANCE (CONTINUED)

Fund balance classification (continued)

Assigned – This classification includes amounts that are constrained by the School’s intent to be used for a 
specific purpose but are neither restricted nor committed. This intent can be expressed by the Board of 
Directors or through the Board of Directors delegating this responsibility to management through the 
budgetary process.  This classification also includes the remaining positive fund balance for any 
governmental funds except for the General Fund. 

Unassigned – This classification includes the residual fund balance for the General Fund. The unassigned 
classification also includes negative residual fund balance of any other governmental fund that cannot be 
eliminated by offsetting of Assigned fund balance amounts. 

The School would typically use Restricted fund balances first, followed by Committed resources, and then 
Assigned resources, as appropriate opportunities arise, but reserves the right to selectively spend Unassigned 
resources first to defer the use of these other classified funds.

F.  REVENUES AND EXPENDITURES/EXPENSES

Program revenues

Amounts reported as program revenues include 1) charges to customers for goods, services, or privileges 
provided, 2) operating grants and contributions, and 3) capital grants and contributions.  Internally dedicated 
resources are reported as general revenues rather than as programs revenues.  Likewise, general revenues 
include all state equalization.

Compensated absences

It is the School’s policy to permit employees to accumulate vacation time. Accrued vacation time may not be 
carried into the next fiscal year; therefore, a liability for these benefits has not been reflected in these 
financial statements.  

Proprietary funds operating and non-operating revenues and expenses

Proprietary funds distinguish operating revenues and expenses from non-operating items.  Operating 
revenues and expenses generally result from providing services and delivering goods in connection with a 
proprietary fund’s principal ongoing operations.  The principal operating revenue of the School’s enterprise 
fund is rental income.  Operating expenses for the enterprise fund includes interest expense.  All revenues 
and expenses not meeting this definition are reported as non-operating revenues and expenses.

G. ESTIMATES

The preparation of financial statements in conformity with generally accepted accounting principles in the 
United States of America requires management to make estimates and assumptions that affect certain 
reported amounts and disclosures.  Accordingly, actual results could differ from those estimates.
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BANNING LEWIS RANCH ACADEMY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2020

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

H. ADOPTION OF NEW ACCOUNTING STANDARD

Banning Lewis Ranch Academy implemented GASB Statement No. 84, Fiduciary Activities, effective July 
1, 2019. This Statement establishes specific criteria for identifying activities that should be reported as 
fiduciary activities. As a result, net position at June 30, 2019, was restated to reflect the cumulative effect of 
adopting this standard. 

Restatements had the following impact on previously reported balances:

Net Position, June 30, 2019, as originally stated $ 3,677,740
Adoption of new accounting standard 112,425

Net Position, June 30, 2019, as Restated (deficit) $ 3,790,165

Fund Balance, June 30, 2019, as originally stated $ 2,195,294
Adoption of new accounting standard 112,425

Fund Balance, June 30, 2019, as Restated $ 2,307,719

NOTE 2 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

BUDGET INFORMATION

Annual budgets are adopted on a basis consistent with generally accepted accounting principles for all funds.  
All annual appropriations lapse at fiscal year-end.  The operating budget includes proposed expenditures and 
the means of financing them for the upcoming year, along with estimates for the current year and actual data 
for the preceding year.

Budgets are required by Colorado State Statute for all funds.  During April, management submits to the 
Board of Directors a proposed budget for all funds for the fiscal year commencing the following July 1.  The 
budget includes proposed expenditures and the means of financing them.  Public hearings are conducted by 
the Board of Directors to obtain taxpayer comments.  Prior to June 30, the budget is adopted by formal 
resolution.  

Formal budgetary integration is employed as a management control device during the year for the 
Governmental funds.  The appropriated budget is prepared by fund.  The legal level of control is the fund 
level.

Expenditures may not legally exceed appropriations at the fund level.  Revisions that alter the total 
expenditures of any fund must be approved by the Board of Directors.

Appropriations are based on total funds expected to be available in each budget year, including beginning 
fund balances and reserves as established by the Board of Directors.  Variances between budget and actual 
result from the non-expenditure of reserves, nonoccurrence of anticipated events, and normal operating 
variances.  The Board of Directors may authorize supplemental appropriations during the year.  For 
budgetary management purposes, funds are appropriated for capital outlays. 
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JUNE 30, 2020

NOTE 3 – DEPOSITS AND INVESTMENTS

A summary of deposits and investments as of June 30, 2020 is as follows:

Deposits $ 4,675,572
Investments 4,384,859

Total $ 9,060,431

Deposits and investments are reported in the financial statements as follows:

Cash and investments $ 4,675,572
Restricted cash and investments 4,384,859

Total $ 9,060,431

Cash deposits with financial institutions

Custodial credit risk—deposits. Custodial credit risk is the risk that, in the event of a bank failure, the 
School’s deposits might not be recovered.  The Colorado Public Deposit Protection Act (PDPA) requires that 
all units of local government deposit cash in eligible public depositories.  Eligibility is determined by state 
regulations.  Amounts on deposit in excess of federal insurance levels must be collateralized by eligible 
collateral as determined by the PDPA.  PDPA allows the financial institution to create a single collateral pool 
for all public funds held.  The pool is to be maintained by another institution, or held in trust for all the 
uninsured public deposits as a group.  The market value of the collateral must be at least equal to 102% of 
the uninsured deposits.

The carrying amount of the School’s deposits at June 30, 2020 was $4,675,572 and the bank balances were 
$4,965,510. Of the bank balances, $250,000 was covered by federal deposit insurance and $4,715,510 was 
uninsured but collateralized in accordance with the provisions of the PDPA.  The collateral is pooled and 
held in trust for all uninsured deposits as a group.

Investments

Credit Risk

The School is authorized by Colorado statutes to invest in the following:

 Obligations of the United States and certain U.S. government agencies’ securities;
 Certain international agencies’ securities;
 General obligation and revenue bonds of U.S. local government entities;
 Bankers’ acceptances of certain banks;
 Certain commercial paper;
 Local government investment pools;
 Written repurchase agreements collateralized by certain authorized securities;
 Certain money market fund;
 Guaranteed investment contracts.

State law limits investments to those described above. The School does not have an investment policy that 
would further limit its investment choices.
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NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2020

NOTE 3 – DEPOSITS AND INVESTMENTS (CONTINUED)

Investments (continued)

At June 30, 2020 the School’s investment balances were as follows:

Investment Maturities Fair Value

CSAFE Less than 60 days $ 4,384,859

The Colorado Surplus Asset Fund Trust (CSAFE) is an investment vehicle established for local government 
entities in Colorado to pool surplus funds.  The Colorado Division of Securities administers and enforces the 
requirement of creating and operating CSAFE.  CSAFE is rated AAAm by the Standard and Poor’s 
Corporation.  Investments of CSAFE are limited to those allowed by State Statutes.  A designated custodial 
bank provides safekeeping and depository services in connection with the direct investment and withdrawal 
functions.  The custodian’s internal records identify the investments owned by the participating governments.

All of the investment balances were restricted for debt service and capital construction.

Interest Rate Risk: State law limits maturities for US Treasuries and US Agencies to no more than five years 
from the date of purchase.  The School does not have a formal investment policy that would further limit 
investment maturities as a means of managing its exposure to fair value losses from increasing interest rates. 

NOTE 4 – INTERFUND RECEIVABLES AND PAYABLES

All interfund receivables and payables are created in conjunction with the School’s pooled cash account.  
Balances are routinely cleared as a matter of practice.  

The composition of interfund balances at June 30, 2020 is as follows:

Receivable Fund Payable Fund Amount

Building Company General Fund $ 107,613
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JUNE 30, 2020

NOTE 5 - CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2020 was as follows:

Beginning
Balance Additions Deletions

Ending
Balance

Governmental Activities

Capital assets not being depreciated:

          Construction in progress $ -4$        17,000 $                  - $        17,000

Capital assets, being depreciated:
Site Improvements 1,436,741 98,663 - $ 1,535,404
Furniture and equipment 1,131,726 89,045 - 1,220,771

Total depreciable assets 2,568,467 187,708 - 2,756,175

Less accumulated depreciation (1,086,021) (192,235) - (1,278,256)

Total capital assets being depreciated, net 1,482,446 (4,527) - 1,477,919

Governmental activities capital assets, net $ 1,482,446 $ 12,473 $ - $ 1,494,919

Business-type Activities

Capital assets, being depreciated:
Building and improvements $ 24,202,450 $ - $ - $ 24,202,450
Furniture and equipment 738,476 - - 738,476

Total depreciable assets 24,940,926 - - 24,940,926

Less accumulated depreciation (2,601,372) (526,077) - (3,127,449)

  Total capital assets being depreciated, net 22,339,554 (526,077) - 21,813,477

Business-type activities capital assets, net $ 22,339,554 $ (526,077) $ - $ 21,813,477

Depreciation expense was charged to functions/programs of governmental 
activities as follows:

  
Governmental activities
     Instruction $ 192,235
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JUNE 30, 2020

NOTE 6 – LONG-TERM LIABILITIES

Building Company Loan Principal  
Balance

On September 1, 2016, the Colorado Educational and Cultural Facilities Authority
(CECFA) issued $28,355,000 Charter School Revenue Bonds, Series 2016.  Bond proceeds 
were loaned to the Building Company under a mortgage and loan agreement to refund the 
Charter School Revenue Bonds, Series 2006 with an outstanding amount of $6,955,000 as 
of June 1, 2016, to complete the building facility and improvements. The School is 
obligated under a lease agreement to make monthly lease payments to the Building 
Company for use of the facilities. The Building Company is required to make loan 
payments to the Trustee, for payment of the bonds. Interest payments are made in semi-
annual installments at an interest rate of 6.00 to 7.00%. Principal payments are due annually 
on December 15 through 2047. $ 27,620,000

Annual debt service requirements to maturity for the note payable are as follows:

Business-Type Activities
Fiscal Year

Ending June 30 Principal Interest

2021 $ 475,000 $ 1,625,700
2022 430,000 1,655,425
2023 420,000 1,650,412
2024 445,000 1,625,150
2025 475,000 1,598,275

2026 – 2030 2,880,000 7,522,410
2031 – 2035 3,945,000 6,533,214
2036 – 2040 5,400,000 5,168,913
2041 – 2045       7,555,000         3,153,426
2046 – 2047       5,595,000 448,638

Total $ 27,620,000 $   30,981,563

Long-term liability activity for the year ended June 30, 2020 was as follows:

Beginning Ending Due Within
Balance Additions Reductions Balance One Year

Business-type activities:

2016 Loan payable $ 27,765,000 $                    - $       145,000 $ 27,620,000   $   475,000             
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JUNE 30, 2020

NOTE 7 – MANAGEMENT AGREEMENT

Under the agreement, ACCEL agreed to provide regulatory, financial, facilities, and other assistance and 
expertise to the School.  Under the terms of the agreement, the School is required to pay ACCEL an annual 
fee for services performed. The fee is 10% of total state equalization and state and federal grants received for 
the year. The administrative fees earned by ACCEL for the year ended June 30, 2020 were $1,028,650.

On April 3, 2020, the School signed a new agreement with ACCEL which provides for a management fee of 
8% of local, state, and federal revenues, excluding impact aid.  This agreement is effective July 1, 2020 and 
expires June 30, 2025.

NOTE 8 - RISK MANAGEMENT

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

The School carries commercial insurance for these risks of loss, including worker’s compensation and 
employee health and accident insurance.  Settled claims resulting from these risks have not exceeded 
commercial insurance coverage during the last three fiscal years.

NOTE 9 – CONCENTRATION OF RISK

The School is funded directly by Falcon School District 49 (the District) based on the District’s per pupil 
funding.  For the fiscal year ended June 30, 2020, this funding accounted for approximately 89% of the 
School’s revenues.

NOTE 10 - COMMITMENTS AND CONTINGENCIES

Grants

The School has received federal and state grants for specific purposes that are subject to review and audit by 
the grantor agencies.  Such audits could lead to a request for reimbursement to grantor agencies for 
expenditures disallowed under terms of the grant.  However, in the opinion of the School, any such 
adjustments will not have a material adverse effect on the financial position of the School.

Site Lease

On May 1, 2006, the Building Company entered into a site lease agreement with the District.  Under the 
agreement, the District retains fee simple ownership of the land upon which the School’s facilities are located 
through May 1, 2041.  The Building Company will retain a leasehold interest in the land through the term of 
the agreement, at which time ownership of the land and facilities vests with the District.  The agreement also 
provides that the School will retain possession of the School facilities following termination of the site lease 
agreement as long as the School continues to operate as a charter school.
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NOTE 11 – COMPLIANCE

The School has complied with the requirements of the Financial Policies and Procedures Handbook for the 
2020 audit period as required by Colorado Statute CRS 22-44-204(3).

NOTE 12 - AMENDMENT TO COLORADO CONSTITUTION

Colorado voters passed an amendment to the State Constitution, Article X, Section 20, which has several 
limitations, including revenue raising, spending abilities and other specific requirements of state and local 
governments.  

The amendment requires emergency reserves be established.  These reserves must be at least 3% of fiscal 
year spending.  The School is not allowed to use the emergency reserves to compensate for economic 
conditions, revenue shortfalls or salary and benefit increases. At June 30, 2020 there is a $393,000  
reservation of fund balance in the General Fund for the amendment.  

The Amendment is complex and subject to judicial interpretation.  The School believes it is in compliance 
with the requirements of the amendment.  However, the School has made certain interpretations of the 
amendment’s language in order to determine its compliance.
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BANNING LEWIS RANCH ACADEMY

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

BUDGET AND ACTUAL

GENERAL FUND

FOR THE YEAR ENDED JUNE 30, 2020

Variance with

Budgeted Amounts Final Budget -

Original Final

Actual 

Amounts

Positive 

(Negative)

REVENUES

Local sources:

Taxes 297,000$            292,000$        230,861$      (61,139)$       

Tuition 26,515                26,515            48,772          22,257          

Fees 101,085              101,085          104,525        3,440            

Interest income 4,802                  4,802              1,121            (3,681)           

Pupil Activities 54,133                54,133            -                    (54,133)         

Other local revenue 199,998              199,999          602,400        402,401        

683,533              678,534          987,679        309,145        

State sources:

Per pupil revenue 11,479,618         11,670,070     11,685,682   15,612          

Operating grants 42,895                42,895            8,620            (34,275)         

Capital grants 403,771              411,813          400,150        (11,663)         

11,926,284         12,124,778     12,094,452   (30,326)         

Federal sources:

Operating grants 28,673                28,673            62,900          34,227          

Total revenues 12,638,490         12,831,985     13,145,031   313,046        

EXPENDITURES

 Instruction 

 Salaries 3,466,820           3,401,621       3,258,382     143,239        

 Benefits 734,632              720,816          690,463        30,353          

 Purchased services 1,325,473           1,300,546       1,245,781     54,765          

 Supplies 429,361              421,286          403,546        17,740          

 Property 24,802                24,336            23,311          1,025            

 Other 75,543                74,122            71,001          3,121            

 Supporting services 

 Salaries 1,343,566           1,338,156       1,356,205     (18,049)         

 Benefits 282,518              281,381          285,176        (3,795)           

 Purchased services 4,050,039           4,033,731       4,088,139     (54,408)         

 Supplies 182,200              181,466          183,914        (2,448)           

 Property 59,108                58,870            59,664          (794)              

 Other 29,700                29,581            29,981          (400)              

 Facilities acquisition and construction 160,000              280,000          119,206        160,794        

Appropriated reserves 82,045                88,402            -                    88,402          

Total expenditures 12,245,806         12,234,313     11,814,769   419,544        

Net change in fund balances 392,684              597,672          1,330,262     732,590        

Fund balances - beginning 2,006,731           2,006,731       2,307,719     300,988        

Fund balance - ending 2,399,415$         2,604,403$     3,637,981$   1,033,578$   

See the accompanying Independent Auditors' Report.
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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
Banning Lewis Ranch Academy

We have audited the accompanying financial statements of the governmental activities, the 
business-type activities, each major fund, and the aggregate remaining fund information of 
Banning Lewis Ranch Academy, as of and for the year ended June 30, 2019, and the related notes 
to the financial statements, which collectively comprise the School’s basic financial statements as 
listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this 
includes the design, implementation, and maintenance of internal control relevant to the 
preparation and fair presentation of financial statements that are free from material misstatement, 
whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States 
of America. Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment, 
including the assessment of the risks of material misstatement of the financial statements, whether 
due to fraud or error. In making those risk assessments, the auditor considers internal control 
relevant to the entity’s preparation and fair presentation of the financial statements in order to 
design audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express 
no such opinion. An audit also includes evaluating the appropriateness of accounting policies used 
and the reasonableness of significant accounting est imates made by management, as well as 
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities, the business-type activities, each major 
fund, and the aggregate remaining fund information of Banning Lewis Ranch Academy, as of June 
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30, 2019, and the respective changes in financial position and, where applicable, cash flows thereof 
for the year then ended in accordance with accounting principles generally accepted in the United 
States of America.

Other-Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the 
management’s discussion and analysis and required supplementary information as listed in the 
table of contents be presented to supplement the basic financial statements. Such information, 
although not a part of the basic financial statements, is required by the Governmental Accounting 
Standards Board, who considers it to be an essential part of financial reporting for placing the basic 
financial statements in an appropriate operational, economic, or historical context. We have applied 
certain limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an 
opinion or provide any assurance on the information because the limited procedures do not provide 
us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise Banning Lewis Ranch Academy’s financial statements as a whole. The other 
supplemental information is presented for purposes of additional analysis and is not a required part 
of the financial statements. The other supplemental information is the responsibility of 
management and was derived from and relate directly to the underlying accounting and other 
records used to prepare the financial statements. The information has been subjected to the auditing 
procedures applied in the audit of the financial statements and certain additional procedures, 
including comparing and reconciling such information directly to the underlying accounting and 
other records used to prepare the financial statements or to the financial statements themselves, and 
other additional procedures in accordance with auditing standards generally accepted in the United 
States of America. In our opinion, the information is fairly stated in all material respects in relation 
to the financial statements as a whole. 

Colorado Springs, Colorado
September 19, 2019
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Banning Lewis Ranch Academy
Management’s Discussion and Analysis
For Fiscal Year Ended June 30, 2019

i

Banning Lewis Ranch Academy is a K-10 Public Charter School located in Colorado Springs, Colorado that 

began operations in the fall of 2006.  This Management’s Discussion and Analysis, a requirement of 

GASB 34, is intended to be the Banning Lewis Ranch Academy administration’s discussion and analysis of 

the financial results for the fiscal year ended June 30, 2019.

OVERVIEW OF THE FINANCIAL STATEMENTS

U.S. generally accepted accounting principles (GAAP) according to GASB 34 requires the reporting of two 

types of financial statements: Government-wide Financial Statements and Governmental Fund Financial 

Statements.   

Fund Financial Statements:

The governmental fund level statements are reported on a modified accrual basis.  Only those assets 

that are “measurable” and “currently available” are reported.   Liabilities are recognized to the extent 

they are normally expected to be paid with current financial resources.

Governmental activities including the Academy’s major instruction and instructional support activities 

are reported in the General Fund.  While governmental activities consist of functions that are mostly 

funded by intergovernmental revenues, business type activities consist of functions that are intended to 

recover all of most of their costs through user fees and charges.  The Academy includes the Banning 

Lewis Ranch Academy Building Company, LLC as a business type component unit in its fund financial 

statements as the debt service requirements of the facility financing arrangement is designed to be 

funded by lease payments from the Academy.

In the governmental fund financial statements, capital assets purchased are reported as expenditures in 

the year of acquisition.   No asset is reported on the balance sheet.   The issuance of debt is recorded as 

a financial resource.   The current year’s payments of principal and interest on long-term obligations are 

recorded as expenditures.  Future year’s debt obligations are not recorded on the balance sheet.

Government-wide Financial Statements:

The Government-wide financial statements are maintained using the “full accrual” basis.  They report all 

of the Academy’s assets and liabilities, both current and long term, regardless if they are “currently 

available” or not.  For example, capital assets and long-term obligations of the Academy are reported in 

the Statement of Net Position of the Government-wide financial statements.
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ii

FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE

Summary of Net Position: 

The following summarizes the net position at fiscal year end June 30, 2019:

FINANCIAL ANALYSIS OF THE ACADEMY’S ACTIVITIES

During fiscal year ended June 30, 2019, the Academy’s net position increased by $1,047,721 as 

compared to a decrease of $175,183 in the prior fiscal year ending June 30, 2018.  This increase is 

primarily the result of decreased expenses related to Support Services in the General Fund.  Asset 

balances increased by $552,079 while liability balances decreased by $501,656.  The increase in asset 

balances originates primarily from an increase in cash balances mainly in the General Operating Fund.  

The decrease in liability balances reflects a principal payment on the facility bond debt in the amount of 

$590,000.

2018 2019 2018 2019 2018 2019

Assets

  Current assets $2,851,911 $3,146,394 $4,139,681 $4,221,078 $6,991,592 $7,367,472

  Capital assets 1,692,513 2,568,467 24,940,926 24,940,926 26,633,439 27,509,393

   Less: accumulated depreciation (913,255) (1,086,021) (2,074,383) (2,601,372) (2,987,638) (3,687,393)

         Capital assets, net book value 779,258 1,482,446 22,866,543 22,339,554 23,645,801 23,822,000

         Total assets $3,631,169 $4,628,840 $27,006,224 $26,560,632 $30,637,393 $31,189,472

Deferred Outflows 0 0 104,974 98,960 104,974 98,960

Liabilities

    Current liabilities $861,494 $951,100 $153,744 $212,482 $1,015,238 $1,163,582

    Long-term liabilities 0 0 28,270,000 27,620,000 28,270,000 27,620,000

         Total liabilities $861,494 $951,100 $28,423,744 $27,832,482 $29,285,238 $28,783,582

Net position

     Net investment (deficit) in capital assets $779,258 $1,482,446 $4,220,786 ($5,034,159) $5,000,044 ($3,551,713)

     Restricted 310,000 351,900 2,892,230 3,861,269 3,202,230 4,213,169

     Unrestricted 1,680,417 1,843,394 (8,425,562) 0 (6,745,145) 1,843,394

          Total net position $2,769,675 $3,677,740 ($1,312,546) ($1,172,890) $1,457,129 $2,504,850

Net Position Summary

Governmental Activities Business-type Activities Totals
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iii

A. Results of Operations:

For the fiscal year ended June 30, 2018 and 2019, the Academy wide results of operations were:

B. Per Pupil Revenue (PPR) 

The Academy’s PPR funding is determined by the following variables: 

Per Pupil Funding:  Annually, the State and the District sets the per pupil funding based on a 

base funding amount as adjusted by a number of factors including a cost-of-living factor and an 

At-Risk demographics factor.   The Banning Lewis Ranch Academy PPOR was $7,317 for the 

2017-18 school year and $7,777 for the 2018-19 school year.

Student Enrollment:  The Academy’s student enrollment for the fall count of the 2017-18 was 

1,247 students as compared 1,328 students for the fall of 2018-19.   To calculate total state aid 

to be provided by the District funded PPR, enrollment is multiplied by the Academy’s per pupil 

funding.  It should be noted that Kindergarten students are only funded at 58% of the pupil 

allocation.  The funded full time equivalent (FTE) student count after adjusting out .42 FTE for 

each kindergarten student was 1,199.7 for 2017-18 and 1327.7 for 2018-19.

C. Major Fund Budgetary Highlights

General Fund Operations

The Academy’s only major governmental type fund is the General Fund.  Revenues and other 

financing sources from General Fund operations was greater than Expenditures and other 

Amount 

Percent of 

Total Amount 

Percent of 

Total Amount 

Percent 

of Total Amount 

Percent 

of Total Amount

Percent 

of Total Amount 

Percent 

of Total

General revenue:

      State and District aid - all sources $8,907,492 89.84% $10,525,043 110.38% $0 0.00% $0 0.00% $8,907,492 89.06% $10,525,043 88.72%

      Other 84,430 0.85% -1,625,305 -17.05% 87,440 100.00% 2,328,615 99.99% 171,870 1.72% 703,310 5.93%

            Total general revenue 8,991,922 90.70% 8,899,738 93.34% 87,440 100.00% 2,328,615 99.99% 9,079,362 90.78% 11,228,353 94.64%

Program revenue:

      Charges for services 248,818 2.51% 143,995 1.51% 0 0.00% 0 0.00% 248,818 2.49% 143,995 1.21%

      Operating grants - federal and state 673,566 6.79% 491,225 5.15% 0 0.00% 280 0.01% 673,566 6.73% 491,505 4.14%

           Total program revenue 922,384 9.30% 635,220 6.66% 0 0.00% 280 0.01% 922,384 9.22% 635,500 5.36%

                  Total revenue 9,914,306 100.00% 9,534,958 100.00% 87,440 100.00% 2,328,895 100.00% 10,001,746 100.00% 11,863,853 100.00%

Expenses:

       Instruction and instructional services 4,448,936 46.59% 4,370,999 50.67% 0 0.00% 0 0.00% 4,448,936 43.72% 4,370,999 40.41%

       Support services 5,099,507 53.41% 4,255,894 49.33% 0 0.00% 0 0.00% 5,099,507 50.11% 4,255,894 39.35%

       Interest on long-term debt 0 0.00% 0 0.00% 0 0.00% 0 0.00% 0 0.00% 0 0.00%

       Building Corporation 0 0.00% 0 0.00% 628,486 100.00% 2,189,239 100.00% 628,486 6.18% 2,189,239 20.24%

                  Total expenses 9,548,443 100.00% 8,626,893 100.00% 628,486 100.00% 2,189,239 100.00% 10,176,929 100.00% 10,816,132 100.00%

Increase (decrease) in net position $365,863 $908,065 ($541,046) $139,656 ($175,183) $1,047,721

2018 2019

Business-type Activities Total

2018 2019

Governmental Activities

2018 2019
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financing uses by $204,877 for the fiscal year ended June 30, 2019.   Some budgetary highlights 

are as follows:

Final Budget vs. Actual

Original vs. Final Budget

As a matter of practice, the Academy amends its budget periodically as needed during the 

school year.   For the fiscal year 2018-19, the budget was amended on December 17, 2018.   The 

December 17, 2018 budget amendment was the final budget for the fiscal year.   The Academy 

Board does not budget for expenditures covered by grants or the grant revenue until an award 

allocation is received.  The General Fund does not budget for debt financed capital outlays, if 

applicable, in the original budget.

Changes from Original to Final General Budget

Revenues and Other Financing Sources

The Academy’s final general fund revenues were lower than the final budget by $401,587 a 

variance of 3.3%.

Fiscal Year Final Budget Final Actual

Revenues and Other Financing Sources

2017-2018 $10,267,505 $9,993,815

2018-2019 $12,181,214 $11,779,627

Expenditures and Other Financing Sources

2017-2018 $10,092,062 $9,838,448

2018-2019 $11,925,081 $11,574,750

Total Revenues Original Budget $11,291,376

Total Revenues Final Budget 12,181,214

Increase in Budgeted Revenues $889,838
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v

The following are the significant changes in revenues from the original budget:

Increase in Revenues from State Sources for Per Pupil Funding

Expenditures and Other Financing Sources: 

The Academy’s budget for expenditures changed as follows during the year:

The Academy’s actual expenditures were lower than final budget by $350,331, a variance of 

2.94%

The following were the most significant changes in expenditures from the original budget:

Increased expenditures for payroll, benefits, and pupil support services

D. Proprietary Fund Highlights

The Banning Lewis Ranch Academy Building Company, LLC, a business type component unit 

included in the fund financial statements, receives lease income from the Academy and in turn 

uses those receipts to fund the debt reserves and make scheduled debt service payments in 

accordance with the facility financing arrangement.   The scheduled lease payments are 

designed to provide sufficient cash flow to fund the required debt service and reserves.  As 

explained earlier under FINANCIAL ANALYSIS OF THE ACADEMY’S ACTIVITIES, certain timing 

differences related to depreciation and debt retirement as well as the use of capitalized interest 

have caused the Academy to incur losses.  Due to the temporary nature of those differences, it 

is expected that the losses will reverse themselves over the life of the facility financing 

arrangement.

Total Expenditures Original Budget $11,115,029

Total Expenditures Final Budget 11,925,081

Increase in Expenditures $810,052

Attachment 26: Audited Financial Statements Page 714



Banning Lewis Ranch Academy
Management’s Discussion and Analysis
For Fiscal Year Ended June 30, 2019

vi

CAPITAL ASSETS AND DEBT ADMINISTRATION

A. Capital Assets

The Academy’s net investment in capital assets increased by $176,199 during the fiscal year.   

Capital asset additions of $875,954 included site improvements for a track and building 

furnishings and technology.   This can be summarized as follows:

For more information on capital assets, refer to Note 5 in the basic financial statements.

B. Depreciation Expense

GASB 34 requires governmental entities to maintain a record of annual depreciation expense 

and accumulated depreciation.   The net increase in accumulated depreciation expense is a 

reduction in net position in the governmental-wide financial statements.   Depreciation is not 

recognized in the governmental fund financial statements and has been noted as a reconciling 

item in the Academy’s financial statements.

For the fiscal year ended June 30, 2019, the net increase in accumulated depreciation was 

$699,755.

Depreciation expense is recorded on a straight-line basis over the estimated useful lives of 

assets.  In accordance with U.S. generally accepted accounting principles (GAAP), depreciation 

expense is recorded based on the original cost of the asset, less an estimated salvage value.

Capital Assets $26,633,439 $875,954 $27,509,393

Less: Accumulated depreciation (2,987,638) (699,755) (3,687,393)

Net investments in capital assets $23,645,801 $176,199 0 $23,822,000

Additions Disposals

Beginning 

Balance

Ending 

Balance
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C. Debt, Principal Payments

The Academy’s building company unit issued debt in 2006 to fund the acquisition and 

construction of the facility being used.   This debt was refinanced in FY2017.  A summary of long-

term debt service activities is a follows.

ECONOMIC FACTORS AND NEXT’S YEAR BUDGET

The Preliminary Budget for 2019-20 Fiscal Year was adopted by the Board of Directors on April 16, 2019.  

Few definite factors were known as the budget was being drafted, and others were unknown and 

needed to be projected with management’s best estimates based on feedback from the State, the 

District and the community.  Some key factors and estimates used in the 2019-20 preliminary budget 

process include:

 The Academy’s PPR funding had been estimated to be $7,968 per pupil;

 Enrollment projections of 1489, students in grades K-10 with a funded FTE of 1441;

 Teaching staff, at maximum, would provide one teacher for every 25 students;

 Benefit costs would be based on group coverage rates through same providers the Academy 

used in FY 2018-19.

CONTACTING THE ACADEMY’S MANAGEMENT

This financial report is designed to provide our citizens and taxpayers with a general overview of the 

Academy’s finances.  If you have questions about this report or need additional information, contact the 

Administration Office, Banning Lewis Ranch Academy, 7094 Cottonwood Tree Drive, Colorado Springs, 

Colorado, 80927.

Loans payable $28,355,000 $0 $590,000 $27,765,000

Balance 

6/30/2018

New 

Financings

Principal 

Payment

Balance 

6/30/2019
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BANNING LEWIS RANCH ACADEMY

STATEMENT OF NET POSITION

JUNE 30, 2019

Governmental 

Activities

Business-type 

Activities Total

ASSETS

Cash and cash equivalents 3,315,335$       -$                      3,315,335$       

Restricted cash and cash equivalents -                        4,105,965         4,105,965         

Internal balances (227,538)           115,113            (112,425)           

Prepaids 58,597              -                        58,597              

Capital assets, net of accumulated depreciation 1,482,446         22,339,554       23,822,000       

Total Assets 4,628,840         26,560,632       31,189,472       

DEFERRED OUTFLOWS OF RESOURCES

Deferred charge on refunding -                        98,960              98,960              

Total Deferred Outflows of Resources -                        98,960              98,960              

LIABILITIES

Accounts payable and other accrued liabilities 609,892            -                        609,892            

Accrued salaries and benefits 341,208            -                        341,208            

Accrued interest payable -                        67,482              67,482              

Long-term liabilities

Due within one year -                        145,000            145,000            

Due in more than one year -                        27,620,000       27,620,000       

Total Liabilities 951,100            27,832,482       28,783,582       

NET POSITION

Net investment in capital assets -                        (5,034,159)        (5,034,159)        
Restricted for: 

TABOR 351,900            -                        351,900            
Debt Service -                        3,861,269         3,861,269         

Unrestricted 3,325,840         -                        3,325,840         

Total Net Position (deficit) 3,677,740$       (1,172,890)$      2,504,850$       

The accompanying notes are an integral part of these financial statements.
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BANNING LEWIS RANCH ACADEMY
STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2019

Net (Expense) Revenue and Changes in Net Position

Functions/Programs Expenses

Charges for 

Services

Operating Grants 

and 

Contributions

Capital Grants 

and 

Contributions

Governmental 

Activities

Business-type 

Activities Total

Governmental activities:

Instruction 4,370,999$       143,995$          93,093$            398,132$          (3,735,779)$        -$                        (3,735,779)$        

Supporting services 4,255,894         -                       -                       -                       (4,255,894)          (4,255,894)          

Total governmental activities 8,626,893         143,995            93,093              398,132            (7,991,673)          (7,991,673)          

Business-type activities:

Building Company 2,189,239         -                       280                   -                       (2,188,959)          (2,188,959)          

Total 10,816,132$     143,995$          93,373$            398,132$          (2,188,959)          (10,180,632)        

General revenues:

Per pupil revenue 10,325,005          -                          10,325,005          

Mill levy override 199,220               -                          199,220               

Unrestricted investment earnings 818                      83,946                 84,764                 

Miscellaneous 619,364               -                          619,364               

Transfers (2,244,669)          2,244,669            -                          

Total general revenues and transfers 8,899,738            2,328,615            11,228,353          

Change in net position 908,065               139,656               1,047,721            

Net position - beginning (deficit) 2,769,675            (1,312,546)          1,457,129            

Net position - ending (deficit) 3,677,740$          (1,172,890)$        2,504,850$          

Program Revenue

The accompanying notes are an integral part of these financial statements.
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ASSETS
Cash and cash equivalents 3,315,335$          

Prepaids 58,597                 

Total Assets 3,373,932$          

LIABILITIES

Accounts payable and other accrued liabilities 609,892$             

Accrued salaries and benefits 341,208               

Due to other funds 227,538

Total Liabilities 1,178,638            

FUND BALANCE

Non-spendable 58,597                 

Restricted for emergencies 351,900               

Unassigned 1,784,797

Total Fund Balance 2,195,294            

Total Liabilities and Fund Balance 3,373,932$          

BANNING LEWIS RANCH ACADEMY

BALANCE SHEET

GENERAL FUND

JUNE 30, 2019

The accompanying notes are an integral part of these financial statements.
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Amounts reported for Governmental Activities in the Statement of Net Position are different because:

Total Fund Balance of Governmental Funds 2,195,294$       

Capital assets used in governmental activities are not current financial resources

and, therefore, are not reported in the governmental funds. 1,482,446         

Total Net Position of Governmental Activities 3,677,740$       

BANNING LEWIS RANCH ACADEMY

RECONCILIATION OF THE BALANCE SHEET 

JUNE 30, 2019

TO THE STATEMENT OF NET POSITION

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

Local sources 963,397$             

State sources 10,766,162          

Federal sources 50,068                 

Total revenues 11,779,627          

EXPENDITURES

 Instruction  5,074,187            

 Supporting services 5,660,158            

Facilities acquisition and construction 840,405               

Total expenditures 11,574,750          

Net change in fund balance 204,877               

Fund balance, beginning 1,990,417            

Fund balance, ending 2,195,294$          

BANNING LEWIS RANCH ACADEMY

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGE IN FUND BALANCE

GENERAL FUND

FOR THE YEAR ENDED JUNE 30, 2019

The accompanying notes are an integral part of these financial statements.
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Amounts reported for Governmental Activities in the Statement of Activities are different because:

Net Change in Fund Balance of Governmental Funds 204,877$          

Governmental funds report capital outlays as expenditures. However, in 

the statement of activities the cost of those assets is allocated over their 

estimated useful lives and reported as depreciation expense.

Depreciation Expense (172,766)$        

Capital Outlays        875,954 703,189            

Change in Net Position of Governmental Activities 908,065$          

BANNING LEWIS RANCH ACADEMY

RECONCILIATION OF THE STATEMENT OF

REVENUES, EXPENDITURES, AND CHANGE IN FUND BALANCE TO THE

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2019

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

Company

ASSETS

Current Assets:

Restricted cash and cash equivalents 4,105,965$     

Due from other funds 115,113          

Total current assets 4,221,078       

Noncurrent Assets:

Capital assets being depreciated: 22,339,554     

Total noncurrent assets 22,339,554     

Total assets 26,560,632     

DEFERRED OUTFLOWS OF RESOURCES

Deferred charges on refunding 98,960            

LIABILITIES

Current Liabilities:

Accrued interest payable 67,482            

Loan payable, current portion 145,000          

Total current liabilities 212,482          

Noncurrent Liabilities:

Loan payable 27,620,000     

Total liabilities 27,832,482     

NET POSITION

Net investment in capital assets (5,034,159)     

Restricted for debt service 3,861,269       

Total net position (deficit) (1,172,890)$   

BANNING LEWIS RANCH ACADEMY

STATEMENT OF NET POSITION

JUNE 30, 2019

PROPRIETARY FUND

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

Company

OPERATING REVENUES

Rental income 2,244,669$     

Other 280                 

Total operating revenues 2,244,949       

OPERATING EXPENSES

 Interest expense 1,662,250       

Total operating expenses 1,662,250       

Net operating income (loss) 582,699          

NON-OPERATING REVENUES (EXPENSES)

Interest income 83,946            

 Depreciation expense (526,989)         

Total non-operating revenues (expenses) (443,043)         

Change in net position 139,656          

Net position - beginning (1,312,546)      

Net position - ending (deficit) (1,172,890)$    

BANNING LEWIS RANCH ACADEMY
STATEMENT OF REVENUES, EXPENSES, AND CHANGE IN NET POSITION

FOR THE YEAR ENDED JUNE 30, 2019
PROPRIETARY FUND

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

Company

CASH FLOWS FROM OPERATING ACTIVITIES

Lease payments received 2,244,669$        

Other receipts 20,600               

Interest payments to bondholders (1,657,499)  

Net cash provided (used) by operating activities 607,770             

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Transfers from other funds (615,391)           

Net cash provided (used) by noncapital financing activities (615,391)           

CASH FLOWS FROM CAPITAL AND RELATED 

FINANCING ACTIVITIES

Principal payment on bonds (590,000)           

Net cash provided (used) by capital and related financing activities (590,000)           

CASH FLOWS FROM INVESTING ACTIVITES

Interest income 83,946               

Net cash provided (used) by investing activities 83,946               

Net increase (decrease) in cash and cash equivalents (513,675)           

Cash and cash equivalents, beginning 4,619,640          

Cash and cash equivalents, ending 4,105,965$        

Reconciliation of operating income (loss) to

net cash provided (used) by operating activities:

Operating income (loss) 582,699$           

Adjustments to reconcile operating income (loss) 

to net cash provided (used) by operating activities:

Changes in assets and liabilities:

(Increase) decrease in:

Receivables 20,320               

Deferred charges 6,013                 

Increase (decrease) in:

Interest payable (1,262)               

Net cash provided (used) by operating activities 607,770$           

BANNING LEWIS RANCH ACADEMY
STATEMENT OF CASH FLOWS

PROPRIETARY FUND
FOR THE YEAR ENDED JUNE 30, 2019

The accompanying notes are an integral part of these financial statements.
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BANNING LEWIS RANCH ACADEMY

STATEMENT OF NET POSITION

FIDUCIARY FUND

JUNE 30, 2019

Agency Fund

ASSETS

Due from other funds  $             112,425 

Total assets                 112,425 

LIABILITIES 

Due to student organizations 112,425              

Total liabilities  $             112,425 

The accompanying notes are an integral part of these financial statements.
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BANNING LEWIS RANCH ACADEMY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Banning Lewis Ranch Academy (the School) began operations on January 9, 2006, pursuant to the Colorado 
Charter Schools Act, to form and operate a charter school within Falcon School District 49 (the District).  
The School started admitting students in September 2006.

The financial statements of Banning Lewis Ranch Academy have been prepared in conformity with 
accounting principles generally accepted in the United States of America, as applied to government units.  
The Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for 
establishing governmental accounting and financial reporting principles.  The more significant accounting 
policies of the School are described below.

A.  REPORTING ENTITY

The accompanying financial statements present the School and its component units, entities for which the 
government is considered to be financially accountable. Blended component units are, in substance, part of 
the primary government’s operations, even though they are legally separate entities. Thus, blended 
component units are appropriately presented as funds of the primary government. 

Blended component unit. Banning Lewis Ranch Academy Building Company, LLC (the Building Company) 
was organized for the purpose of acquiring, leasing, constructing, improving, equipping and financing 
various facilities, land, equipment and other improvements in connection with property intended to be leased 
to the School.  The Building Company has no financial balances or transactions outside of those reported by 
the School, and therefore, are not reported separately in the financial statements. The Building Company
does not issue separate financial statements.

The School is considered a component unit of the District.  The School is deemed to be fiscally dependent 
upon the District, because the District provides the majority of support to the School in the form of per pupil 
operating revenue.  The School operates under a charter with the District.  The current charter runs through 
June 30, 2037 at which time the School may seek renewal of its charter in accordance with procedures set 
forth in state law and school district policy and regulations.

B.  BASIS OF PRESENTATION – GOVERNMENT-WIDE FINANCIAL STATEMENTS

While separate government-wide and fund financial statements are presented, they are interrelated.  The 
governmental activities column incorporates data from governmental funds, while business-type activities 
incorporate data from the government’s enterprise funds.  Separate financial statements are provided for 
governmental funds, proprietary funds, and fiduciary funds, even though the latter are excluded from the 
government-wide financial statements.

The government-wide financial statements (i.e. the statement of net position and the statement of activities) 
report information on all of the non-fiduciary activities of the government.  Governmental activities are 
normally supported by per pupil revenue and intergovernmental revenues.  Business-type activities rely to a 
significant extent on fees and charges to external customers for support. As a general rule, the effect of 
interfund activity has been eliminated from the government-wide financial statements.
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BANNING LEWIS RANCH ACADEMY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. BASIS OF PRESENTATION – FUND FINANCIAL STATEMENTS

The fund financial statements provide information about the government’s funds, including its fiduciary 
funds.  Separate statements for each fund category – governmental, proprietary, and fiduciary – are 
presented.  A fund is an independent fiscal accounting entity with a self-balancing set of accounts. Fund 
accounting segregates funds according to their intended purpose and is used to aid management in 
demonstrating compliance with finance-related legal and contractual provisions. The minimum number of 
funds maintained by the District is consistent with legal and managerial requirements.

The emphasis of fund financial statements is on major governmental and enterprise funds.  Major individual 
governmental and enterprise funds are reported as separate columns in the fund financial statements.

The School reports the following major governmental fund:

The General Fund is the government’s primary operating fund.  It accounts for all financial 
resources of the general government, except those required to be accounted for in another 
fund.

The School reports the following major proprietary fund:

The Building Company is used to account for financial activities primarily related to capital 
assets and related debt service.

Additionally, the School reports the following fund type:

Fiduciary Funds account for assets held by the government in a trustee capacity or as an agent on 
behalf of others.  The School has one fiduciary fund:

The Agency Fund is custodial in nature and does not present results of operations or a 
measurement focus.  Agency funds are accounted for using the accrual basis of accounting. 
This fund is used to account for assets that the government holds for others in an agency 
capacity.
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BANNING LEWIS RANCH ACADEMY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. BASIS OF PRESENTATION – FUND FINANCIAL STATEMENTS (CONTINUED)

During the course of operations, the government has activity between funds for various purposes.  Any 
residual balances outstanding at year end are reported as due from/to other funds and advances to/from other 
funds.  While these balances are reported in fund financial statements, certain eliminations are made in the 
preparation of the government-wide financial statements.  Balances between the funds included in 
governmental activities (i.e., the governmental and internal service funds) are eliminated so that only the net 
amount is included as internal balances in the governmental activities column.  Similarly, balances between 
the funds included in business-type activities (i.e., the enterprise funds) are eliminated so that only the net 
amount is included as internal balances in the business-type activities column.

Further, certain activity occurs during the year involving transfers of resources between funds.  In fund,
financial statements these amounts are reported at gross amounts as transfers in/out.  While reported in fund 
financial statements, certain eliminations are made in the preparation of the government-wide financial 
statements.  Transfers between the funds included in governmental activities are eliminated so that only the 
net amount is included as transfers in the governmental activities column.  Similarly, balances between the 
funds included in business-type activities are eliminated so that only the net amount is included as transfers 
in the business-type activities column.

D.  MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

The accounting and financial reporting treatment is determined by the applicable measurement focus and 
basis of accounting.  Measurement focus indicates the type of resources being measured such as current 
financial resources or economic resources.  The basis of accounting indicates the timing of transactions or 
events for recognition in the financial statements.

The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when a 
liability is incurred, regardless of the timing of the related cash flows.  Grants and similar items are 
recognized as revenue in the fiscal year in which all eligibility requirements imposed by the provider have 
been met.

Governmental fund financial statements are reported using the current financial resources measurement 
focus and the modified accrual basis of accounting.  Revenues are recognized as soon as they are both 
measurable and available.  Revenues are considered to be available when they are collectible within the 
period or soon enough thereafter to pay liabilities of the current fiscal period.  For this purpose, the 
government considers revenues to be available if they are collected within 60 days of the end of the current 
fiscal period.  Expenditures generally are recorded when a liability is incurred, as under accrual accounting.  
However, debt service expenditures and claims and judgments are recorded only when payment is due. 
General capital asset acquisitions are reported as expenditures in governmental funds.  Issuance of long-term 
debt and acquisitions under capital leases are reported as other financing sources. 
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BANNING LEWIS RANCH ACADEMY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D.  MEASUREMENT FOCUS AND BASIS OF ACCOUNTING (CONTINUED)

Intergovernmental revenues and interest associated with the current fiscal period are all considered to be 
susceptible to accrual and so have been recognized as revenues of the current fiscal period.  Expenditure-
driven grants recognize revenue when the qualifying expenditures have been incurred and all other grant 
requirements have been met, and the amount is received during the period or within the availability period of 
this revenue source (within 60 days of year end).  All other revenue items are considered to be measurable 
and available only when cash is received by the government.

The proprietary fund is reported using the economic resources measurement focus and the accrual basis of 
accounting.  The agency fund has no measurement focus but utilizes the accrual basis of accounting for 
reporting its assets and liabilities.

E. ASSETS, LIABILITIES, DEFERRED OUTFLOWS/INFLOWS OF RESOURCES, AND 
    NET POSITION/FUND BALANCE

Cash and cash equivalents

Cash and cash equivalents include cash on hand and in the bank and short-term investments with original 
maturities of three months or less from the date of acquisition.  

Receivables

All receivables are reported at their gross value and, where appropriate, are reduced by the estimated portion 
that is expected to be uncollectible.

Prepaid expenses

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid 
items in both government-wide and fund financial statements.

Capital assets

Capital assets, which include buildings, improvements, and furniture and equipment, are reported in the 
government-wide financial statements.  All purchased capital assets are valued at cost where historical 
records are available and at an estimated historical cost where no historical records exist. The capitalization 
level for equipment is $1,500. Donated capital assets are valued at their acquisition value on the date 
received.  Major outlays for capital assets and improvements are capitalized as projects are constructed.

The costs of normal maintenance and repairs that do not add to the value of the asset, or materially extend 
asset lives, are not capitalized.  Improvements are capitalized and are depreciated over the remaining useful 
lives of the related capital assets or remaining period of the lease, as applicable.
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BANNING LEWIS RANCH ACADEMY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

E. ASSETS, LIABILITIES, DEFERRED OUTFLOWS/INFLOWS OF RESOURCES, AND 
    NET POSITION/FUND BALANCE (CONTINUED)

Capital assets (continued)

Capital assets of the government are depreciated using the straight-line method over the following estimated 
useful lives:
                

Buildings and improvements 20 to 50 years
Furniture and equipment   5 to 10 years

Deferred outflows/inflows of resources

In addition to assets, the statement of financial position will sometimes report a separate section for deferred 
outflows of resources. This separate financial statement element, deferred outflows of resources, represents a 
consumption of net position that applies to a future period(s) and so will not be recognized as an outflow of 
resources (expense/expenditure) until then.

In addition to liabilities, the statement of financial position will sometimes report a separate section for 
deferred inflows of resources. This separate financial statement element, deferred inflows of resources, 
represents an acquisition of net position that applies to a future period(s) and so will not be recognized as an 
inflow of resources (revenue) until that time.    

Long-term liabilities

In the government-wide financial statements, and proprietary fund types in the fund financial statements, 
long-term debt and other long-term obligations are reported as liabilities in the applicable governmental 
activities, business-type activities, or proprietary fund type statement of net position.  Bond premiums and 
discounts are deferred and amortized over the life of the bonds using the straight-line method.  Bonds 
payable are reported net of the applicable bond premium or discount. 

In the fund financial statements, governmental fund types recognize premiums and discounts, as well as 
issuance costs, during the current period.  The face amount of the debt issued is reported as other financing 
sources.  Premiums received on debt issuances are reported as other financing sources while discounts on 
debt issuances are reported as other financing uses.  Issuance costs, whether or not withheld from the actual 
debt proceeds received, are reported as debt service expenditures. 

Net position flow assumption

The School may fund outlays for a particular purpose from both restricted and unrestricted resources.  In 
order to calculate the amounts to report as restricted—net position and unrestricted—net position in the 
government-wide and proprietary fund financial statements, a flow assumption must be made about the order 
in which the resources are considered to be applied.  It is the School’s policy to consider restricted—net 
position to have been depleted before unrestricted—net position is applied.
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BANNING LEWIS RANCH ACADEMY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

E. ASSETS, LIABILITIES, DEFERRED OUTFLOWS/INFLOWS OF RESOURCES, AND 
    NET POSITION/FUND BALANCE (CONTINUED)

Fund balance classification

The governmental fund financial statements present fund balances based on classifications that comprise a 
hierarchy that is based primarily on the extent to which the School is bound to honor constraints on the 
specific purposes for which amounts in the respective governmental funds can be spent. The classifications 
available to be used in the governmental fund financial statements are as follows:

Nonspendable – This classification includes amounts that cannot be spent because they are either (a) not in  
spendable form or (b) are legally or contractually required to be maintained intact. 

Restricted – This classification includes amounts for which constraints have been placed on the use of the 
resources either (a) externally imposed by creditors (such as through a debt covenant), grantors, contributors, 
or laws or regulations of other governments, or (b) imposed by law through constitutional provisions or 
enabling legislation. 

Committed – This classification includes amounts that can be used only for specific purposes pursuant to 
constraints imposed by formal action of the Board of Directors. These amounts cannot be used for any other 
purpose unless the Board of Directors removes or changes the specified use by taking the same type of action 
that was used when the funds were initially committed. This classification also includes contractual 
obligations to the extent that existing resources have been specifically committed for use in satisfying those 
contractual requirements. 

Assigned – This classification includes amounts that are constrained by the School’s intent to be used for a 
specific purpose but are neither restricted nor committed. This intent can be expressed by the Board of 
Directors or through the Board of Directors delegating this responsibility to management through the 
budgetary process.  This classification also includes the remaining positive fund balance for any 
governmental funds except for the General Fund. 

Unassigned – This classification includes the residual fund balance for the General Fund. The unassigned 
classification also includes negative residual fund balance of any other governmental fund that cannot be 
eliminated by offsetting of Assigned fund balance amounts. 

The School would typically use Restricted fund balances first, followed by Committed resources, and then 
Assigned resources, as appropriate opportunities arise, but reserves the right to selectively spend Unassigned 
resources first to defer the use of these other classified funds.
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BANNING LEWIS RANCH ACADEMY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

F.  REVENUES AND EXPENDITURES/EXPENSES

Program revenues

Amounts reported as program revenues include 1) charges to customers for goods, services, or privileges 
provided, 2) operating grants and contributions, and 3) capital grants and contributions.  Internally dedicated 
resources are reported as general revenues rather than as programs revenues.  Likewise, general revenues 
include all state equalization.

Compensated absences

It is the School’s policy to permit employees to accumulate vacation time. Accrued vacation time may not be 
carried into the next fiscal year; therefore, a liability for these benefits has not been reflected in these 
financial statements.  

Proprietary funds operating and non-operating revenues and expenses

Proprietary funds distinguish operating revenues and expenses from non-operating items.  Operating 
revenues and expenses generally result from providing services and delivering goods in connection with a 
proprietary fund’s principal ongoing operations.  The principal operating revenue of the School’s enterprise 
fund is rental income.  Operating expenses for the enterprise fund includes interest expense.  All revenues 
and expenses not meeting this definition are reported as non-operating revenues and expenses.

G. ESTIMATES

The preparation of financial statements in conformity with generally accepted accounting principles in the 
United States of America requires management to make estimates and assumptions that affect certain 
reported amounts and disclosures.  Accordingly, actual results could differ from those estimates.

NOTE 2 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

BUDGET INFORMATION

Annual budgets are adopted on a basis consistent with generally accepted accounting principles for all funds.  
All annual appropriations lapse at fiscal year-end.  The operating budget includes proposed expenditures and 
the means of financing them for the upcoming year, along with estimates for the current year and actual data 
for the preceding year.
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BANNING LEWIS RANCH ACADEMY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2019

NOTE 2 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY (CONTINUED)

BUDGET INFORMATION (CONTINUED)

Budgets are required by Colorado State Statute for all funds.  During April, management submits to the 
Board of Directors a proposed budget for all funds for the fiscal year commencing the following July 1.  The 
budget includes proposed expenditures and the means of financing them.  Public hearings are conducted by 
the Board of Directors to obtain taxpayer comments.  Prior to June 30, the budget is adopted by formal 
resolution.  

Formal budgetary integration is employed as a management control device during the year for the 
Governmental funds.  The appropriated budget is prepared by fund.  The legal level of control is the fund 
level.

Expenditures may not legally exceed appropriations at the fund level.  Revisions that alter the total 
expenditures of any fund must be approved by the Board of Directors.

Appropriations are based on total funds expected to be available in each budget year, including beginning 
fund balances and reserves as established by the Board of Directors.  Variances between budget and actual 
result from the non-expenditure of reserves, nonoccurrence of anticipated events, and normal operating 
variances.  The Board of Directors may authorize supplemental appropriations during the year.  For 
budgetary management purposes, funds are appropriated for capital outlays. 

NOTE 3 – DEPOSITS AND INVESTMENTS

A summary of deposits and investments as of June 30, 2019 is as follows:

Deposits $ 3,315,335
Investments 4,105,965

Total $ 7,421,300

Deposits and investments are reported in the financial statements as follows:

Cash and cash equivalents $ 3,315,335
Restricted cash and cash equivalents 4,105,965

Total $ 7,421,300
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BANNING LEWIS RANCH ACADEMY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2019

NOTE 3 – DEPOSITS AND INVESTMENTS (CONTINUED)

Cash deposits with financial institutions

Custodial credit risk—deposits. Custodial credit risk is the risk that, in the event of a bank failure, the 
School’s deposits might not be recovered.  The Colorado Public Deposit Protection Act (PDPA) requires that 
all units of local government deposit cash in eligible public depositories.  Eligibility is determined by state 
regulations.  Amounts on deposit in excess of federal insurance levels must be collateralized by eligible 
collateral as determined by the PDPA.  PDPA allows the financial institution to create a single collateral pool 
for all public funds held.  The pool is to be maintained by another institution, or held in trust for all the 
uninsured pubic deposits as a group.  The market value of the collateral must be at least equal to 102% of the 
uninsured deposits.

The carrying amount of the School’s deposits at June 30, 2019 was $3,315,335 and the bank balances were 
$3,476,586. Of the bank balances, $250,000 was covered by federal deposit insurance and $3,226,586 was 
uninsured but collateralized in accordance with the provisions of the PDPA.  The collateral is pooled and 
held in trust for all uninsured deposits as a group.

Investments

Credit Risk

The School is authorized by Colorado statutes to invest in the following:

 Obligations of the United States and certain U.S. government agencies’ securities;
 Certain international agencies’ securities;
 General obligation and revenue bonds of U.S. local government entities;
 Bankers’ acceptances of certain banks;
 Certain commercial paper;
 Local government investment pools;
 Written repurchase agreements collateralized by certain authorized securities;
 Certain money market fund;
 Guaranteed investment contracts.

State law limits investments to those described above. The School does not have an investment policy that 
would further limit its investment choices.

At June 30, 2019 the School’s investment balances were as follows:

Investment Maturities Fair Value

CSAFE Less than 60 days $ 4,105,965

The Colorado Surplus Asset Fund Trust (CSAFE) is an investment vehicle established for local government 
entities in Colorado to pool surplus funds.  The Colorado Division of Securities administers and enforces the 
requirement of creating and operating CSAFE.  CSAFE is rated AAAm by the Standard and Poor’s 
Corporation.  Investments of CSAFE are limited to those allowed by State Statutes.  A designated custodial 
bank provides safekeeping and depository services in connection with the direct investment and withdrawal 
functions.  The custodian’s internal records identify the investments owned by the participating governments.
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BANNING LEWIS RANCH ACADEMY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2019

NOTE 3 – DEPOSITS AND INVESTMENTS (CONTINUED)

Investments (continued)

All of the investment balances were restricted for debt service and capital construction.

Interest Rate Risk: State law limits maturities for US Treasuries and US Agencies to no more than five years 
from the date of purchase.  The School does not have a formal investment policy that would further limit 
investment maturities as a means of managing its exposure to fair value losses from increasing interest rates.  

NOTE 4 – INTERFUND RECEIVABLES AND PAYABLES

All interfund receivables and payables are created in conjunction with the School’s pooled cash account.  
Balances are routinely cleared as a matter of practice.  

The composition of interfund balances at June 30, 2019 is as follows:

Receivable Fund Payable Fund Amount

Building Company General Fund $ 115,113

The primary government had $112,425 due to the Agency fund at June 30, 2019.
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BANNING LEWIS RANCH ACADEMY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2019

NOTE 5 - CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2019 was as follows:

Beginning
Balance Additions Deletions

Ending
Balance

Governmental Activities

Capital assets, being depreciated:
Site Improvements $ 602,874 $ 833,867 $ 1,436,741
Furniture and equipment 1,089,639 42,087 - 1,131,726

Total depreciable assets 1,692,513 875,954 - 2,568,467

Less accumulated depreciation (913,255) (172,766) - (1,086,021)

Governmental activities capital assets, net $ 779,258 $ 703,188 $ - $ 1,482,446

Business-type Activities

Capital assets, being depreciated:
Building and improvements 24,202,450 - - 24,202,450
Furniture and equipment 738,476 - - 738,476

Total depreciable assets 24,940,926 - - 24,940,926

Less accumulated depreciation (2,074,383) (526,989) - (2,601,372)

  Total capital assets being depreciated, net 22,866,543 (526,989) - 22,339,554

Business-type activities capital assets, net $ 22,866,543 $ (526,989) $ - $ 22,339,554

Depreciation expense was charged to functions/programs of governmental 
activities as follows:

  
Governmental activities
     Instruction $ 172,766
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BANNING LEWIS RANCH ACADEMY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2019

NOTE 6 – LONG-TERM LIABILITIES

Building Company Loan Principal  
Balance

On September 1, 2016, the Colorado Educational and Cultural Facilities Authority
(CECFA) issued $28,355,000 Charter School Revenue Bonds, Series 2016.  Bond proceeds 
were loaned to the Building Company under a mortgage and loan agreement to refund the 
Charter School Revenue Bonds, Series 2006 with an outstanding amount of $6,955,000 as 
of June 1, 2016, to complete the building facility and improvements. The School is 
obligated under a lease agreement to make monthly lease payments to the Building 
Company for use of the facilities. The Building Company is required to make loan 
payments to the Trustee, for payment of the bonds. Interest payments are made in semi-
annual installments at an interest rate of 6.00 to 7.00%. Principal payments are due annually 
on December 15 through 2047. $ 27,765,000

Annual debt service requirements to maturity for the note payable are as follows:

Business-Type Activities
Fiscal Year

Ending June 30 Principal Interest

2020 $ 145,000 $ 1,642,537
2021 475,000 1,625,700
2022 430,000 1,655,425
2023 420,000 1,650,412
2024 445,000 1,625,150

2025 – 2029 2,705,000 7,685,536
2030 – 2034 3,705,000 6,756,538
2035 – 2039 5,065,000 5,483,800
2040 – 2044       7,060,000         3,618,201
2045 – 2047       7,315,000 880,801

Total $ 27,765,000 $   32,624,100

Long-term liability activity for the year ended June 30, 2019 was as follows:

Beginning Ending Due Within
Balance Additions Reductions Balance One Year

Business-type activities:

2016 Loan payable $ 28,355,000 $                    - $       590,000 $ 27,765,000 $   145,000             

Total $ 28,355,000 $ - $ 590,000 $ 27,765,000 $    145,000        
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BANNING LEWIS RANCH ACADEMY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2019

NOTE 7 – MANAGEMENT AGREEMENT

On June 19, 2015, the School executed a consent agreement which assigned all of is prior management 
company’s rights, title and interest in a 2005 management agreement to Pansophic, a designee of Tatonka 
Capital Corporation (Tatonka). Pansophic assumed all of the prior management company’s duties and 
obligations under that agreement following the assignment. In January 2016 a new management agreement 
was executed with Accel Schools Colorado LLC (ACCEL).  

Under the terms of the new agreement, the School is required to pay ACCEL an annual fee for services 
performed. The fee is 10% of total state equalization and state and federal grants received for the year. The 
administrative fees earned by ACCEL for the year ended June 30, 2019 were $906,597.

NOTE 8 - RISK MANAGEMENT

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

The School carries commercial insurance for these risks of loss, including worker’s compensation and 
employee health and accident insurance.  Settled claims resulting from these risks have not exceeded 
commercial insurance coverage during the last three fiscal years.

NOTE 9 – CONCENTRATION OF RISK

The School is funded directly by Falcon School District 49 (the District) based on the District’s per pupil 
funding.  For the fiscal year ended June 30, 2019, this funding accounted for approximately 88% of the 
School’s revenues.

NOTE 10 - COMMITMENTS AND CONTINGENCIES

Grants

The School has received federal and state grants for specific purposes that are subject to review and audit by 
the grantor agencies.  Such audits could lead to a request for reimbursement to grantor agencies for 
expenditures disallowed under terms of the grant.  However, in the opinion of the School, any such 
adjustments will not have a material adverse effect on the financial position of the School.

Site Lease

On May 1, 2006, the Building Company entered into a site lease agreement with the District.  Under the 
agreement, the District retains fee simple ownership of the land upon which the School’s facilities are located 
through May 1, 2041.  The Building Company will retain a leasehold interest in the land through the term of 
the agreement, at which time ownership of the land and facilities vests with the District.  The agreement also 
provides that the School will retain possession of the School facilities following termination of the site lease 
agreement as long as the School continues to operate as a charter school.
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BANNING LEWIS RANCH ACADEMY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2019

NOTE 11 – COMPLIANCE

The School has complied with the requirements of the Financial Policies and Procedures Handbook for the 
2019 audit period as required by Colorado Statute CRS 22-44-204(3).

NOTE 12 - AMENDMENT TO COLORADO CONSTITUTION

Colorado voters passed an amendment to the State Constitution, Article X, Section 20, which has several 
limitations, including revenue raising, spending abilities and other specific requirements of state and local 
governments.  

The amendment requires emergency reserves be established.  These reserves must be at least 3% of fiscal 
year spending.  The School is not allowed to use the emergency reserves to compensate for economic 
conditions, revenue shortfalls or salary and benefit increases. At June 30, 2019 there is a $351,900  
reservation of fund balance in the General Fund for the amendment.  

The Amendment is complex and subject to judicial interpretation.  The School believes it is in compliance 
with the requirements of the amendment.  However, the School has made certain interpretations of the 
amendment’s language in order to determine its compliance.
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BANNING LEWIS RANCH ACADEMY

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

BUDGET AND ACTUAL

GENERAL FUND

FOR THE YEAR ENDED JUNE 30, 2019

Variance with

Budgeted Amounts Final Budget -

Original Final

Actual 

Amounts

Positive 

(Negative)

REVENUES

Local sources:

Taxes 549,179$            607,573$        199,220$      (408,353)$     

Tuition 26,515                26,515            49,072          22,557          

Fees 48,037                48,037            94,923          46,886          

Interest income 4,419                  4,419              818               (3,601)           

Pupil Activities 45,000                45,000            -                    (45,000)         

Other local revenue 295,704              695,704          619,364        (76,340)         

968,854              1,427,248       963,397        (463,851)       

State sources:

Per pupil revenue 9,904,741           10,307,979     10,325,005   17,026          

Operating grants 25,673                25,674            43,025          17,351          

Capital grants 365,718              393,923          398,132        4,209            

10,296,132         10,727,576     10,766,162   38,586          

Federal sources:

Operating grants 26,390                26,390            50,068          23,678          

Total revenues 11,291,376         12,181,214     11,779,627   (401,587)       

EXPENDITURES

 Instruction 

 Salaries 3,118,738           3,346,028       3,110,081     235,947        

 Benefits 879,821              943,941          635,157        308,784        

 Purchased services 858,471              921,035          959,743        (38,708)         

 Supplies 370,613              397,623          254,674        142,949        

 Property 41,175                44,176            59,293          (15,117)         

 Other 63,369                67,987            55,239          12,748          

 Supporting services 

 Salaries 1,273,000           1,365,775       1,159,400     206,375        

 Benefits 374,911              402,234          253,365        148,869        

 Purchased services 3,468,846           3,721,652       4,000,876     (279,224)       

 Supplies 329,552              353,569          195,832        157,737        

 Property 17,307                18,568            26,818          (8,250)           

 Other 32,525                34,895            23,867          11,028          

 Debt service: 

 Facilities acquisition and construction 200,980              215,627          840,405        (624,778)       

Appropriated reserves 85,721                91,968            -                    91,968          

Total expenditures 11,115,029         11,925,081     11,574,750   350,331        

Net change in fund balances 176,347              256,133          204,877        (51,256)         

Fund balances - beginning 2,289,693           2,289,963       1,990,417     1,990,417     

Fund balance - ending 2,466,040$         2,546,096$     2,195,294$   1,939,161$   

See the accompanying Independent Auditors' Report.
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BANNING LEWIS RANCH ACADEMY

SCHEDULE OF CHANGES IN FIDUCIARY ASSETS AND LIABILITIES
AGENCY FUND

FOR THE YEAR ENDED JUNE 30, 2019

Balance Balance

June 30, June 30,

2018 Additions Deletions 2019

ASSETS

Due from other funds 116,107$       119,731$       123,413$       112,425$       

Total assets 116,107$       119,731$       123,413$       112,425$       

LIABILITIES

Payable to student organizations 116,107$       119,731$       123,413$       112,425$       

Total liabilities 116,107$       119,731$       123,413$       112,425$       

See the accompanying Independent Auditors' Report.
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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
Banning Lewis Ranch Academy

We have audited the accompanying financial statements of the governmental activities, the 
business-type activities, each major fund, and the aggregate remaining fund information of 
Banning Lewis Ranch Academy, as of and for the year ended June 30, 2018, and the related notes 
to the financial statements, which collectively comprise the School’s basic financial statements as 
listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this 
includes the design, implementation, and maintenance of internal control relevant to the 
preparation and fair presentation of financial statements that are free from material misstatement, 
whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States 
of America. Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment, 
including the assessment of the risks of material misstatement of the financial statements, whether 
due to fraud or error. In making those risk assessments, the auditor considers internal control 
relevant to the entity’s preparation and fair presentation of the financial statements in order to 
design audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express 
no such opinion. An audit also includes evaluating the appropriateness of accounting policies used 
and the reasonableness of significant accounting est imates made by management, as well as 
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities, the business-type activities, each major 
fund, and the aggregate remaining fund information of Banning Lewis Ranch Academy, as of June 

Attachment 26: Audited Financial Statements Page 749



30, 2018, and the respective changes in financial position and, where applicable, cash flows thereof 
for the year then ended in accordance with accounting principles generally accepted in the United 
States of America.

Other-Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the 
management’s discussion and analysis and required supplementary information as listed in the 
table of contents be presented to supplement the basic financial statements. Such information, 
although not a part of the basic financial statements, is required by the Governmental Accounting 
Standards Board, who considers it to be an essential part of financial reporting for placing the basic 
financial statements in an appropriate operational, economic, or historical context. We have applied 
certain limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an 
opinion or provide any assurance on the information because the limited procedures do not provide 
us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise Banning Lewis Ranch Academy’s financial statements as a whole. The other 
supplemental information is presented for purposes of additional analysis and is not a required part 
of the financial statements. The other supplemental information is the responsibility of 
management and was derived from and relate directly to the underlying accounting and other 
records used to prepare the financial statements. The information has been subjected to the auditing 
procedures applied in the audit of the financial statements and certain additional procedures, 
including comparing and reconciling such information directly to the underlying accounting and 
other records used to prepare the financial statements or to the financial statements themselves, and 
other additional procedures in accordance with auditing standards generally accepted in the United 
States of America. In our opinion, the information is fairly stated in all material respects in relation 
to the financial statements as a whole. 

Colorado Springs, Colorado
November 28, 2018
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Banning Lewis Ranch Academy
Management’s Discussion and Analysis
For Fiscal Year Ended June 30, 2018

i

Banning Lewis Ranch Academy is a K-10 Public Charter School located in Colorado Springs, Colorado that 

began operations in the fall of 2006.  This Management’s Discussion and Analysis, a requirement of 

GASB 34, is intended to be the Banning Lewis Ranch Academy administration’s discussion and analysis of 

the financial results for the fiscal year ended June 30, 2018.

OVERVIEW OF THE FINANCIAL STATEMENTS

U.S. generally accepted accounting principles (GAAP) according to GASB 34 requires the reporting of two 

types of financial statements: Government-wide Financial Statements and Governmental Fund Financial 

Statements.   

Fund Financial Statements:

The governmental fund level statements are reported on a modified accrual basis.  Only those assets 

that are “measurable” and “currently available” are reported.   Liabilities are recognized to the extent 

they are normally expected to be paid with current financial resources.

Governmental activities including the Academy’s major instruction and instructional support activities 

are reported in the General Fund.  While governmental activities consist of functions that are mostly 

funded by intergovernmental revenues, business type activities consist of functions that are intended to 

recover all of most of their costs through user fees and charges.  The Academy includes the Banning 

Lewis Ranch Academy Building Company, LLC as a business type component unit in its fund financial 

statements as the debt service requirements of the facility financing arrangement is designed to be 

funded by lease payments from the Academy.

In the governmental fund financial statements, capital assets purchased are reported as expenditures in 

the year of acquisition.   No asset is reported on the balance sheet.   The issuance of debt is recorded as 

a financial resource.   The current year’s payments of principal and interest on long-term obligations are 

recorded as expenditures.  Future year’s debt obligations are not recorded on the balance sheet.

Government-wide Financial Statements:

The Government-wide financial statements are maintained using the “full accrual” basis.  They report all 

of the Academy’s assets and liabilities, both current and long term, regardless if they are “currently 

available” or not.  For example, capital assets and long-term obligations of the Academy are reported in 

the Statement of Net Position of the Government-wide financial statements.
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Banning Lewis Ranch Academy
Management’s Discussion and Analysis
For Fiscal Year Ended June 30, 2018

ii

FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE

Summary of Net Position: 

The following summarizes the net position at fiscal year end June 30, 2018:

FINANCIAL ANALYSIS OF THE ACADEMY’S ACTIVITIES

During fiscal year ended June 30, 2018, the Academy’s net position decreased by $175,183 as compared 

to an increase of $498,621 in the prior fiscal year ending June 30, 2017.  This decrease is primarily the 

result of increased expenses related to the building function.  Asset balances decreased by $548,286

while liability balances decreased by $379,116.  The decrease in asset balances originates primarily from 

a decrease in cash balances related to expenses related to the start-up of the new high school campus.

2017 2018 2017 2018 2017 2018

Assets

  Current assets $2,258,096 $2,851,911 $7,599,732 $4,139,681 $9,857,828 $6,991,592

  Capital assets 1,263,561 1,692,513 22,371,436 24,940,926 23,634,997 26,633,439

   Less: accumulated depreciation (774,308) (913,255) (1,532,838) (2,074,383) (2,307,146) (2,987,638)

         Capital assets, net book value 489,253 779,258 20,838,598 22,866,543 21,327,851 23,645,801

         Total assets $2,747,349 $3,631,169 $28,438,330 $27,006,224 $31,185,679 $30,637,393

Deferred Outflows 0 0 110,987 104,974 110,987 104,974

Liabilities

    Current liabilities $343,537 $861,494 $965,817 $153,744 $1,309,354 $1,015,238

    Long-term liabilities 0 0 28,355,000 28,270,000 28,355,000 28,270,000

         Total liabilities $343,537 $861,494 $29,320,817 $28,423,744 $29,664,354 $29,285,238

Net position

     Net investment (deficit) in capital assets $489,253 $779,258 ($2,825,653) $4,220,786 ($2,336,400) $5,000,044

     Restricted 187,000 310,000 2,054,153 2,892,230 2,241,153 3,202,230

     Unrestricted 1,727,559 1,680,417 0 (8,425,562) 1,727,559 (6,745,145)

          Total net position $2,403,812 $2,769,675 ($771,500) ($1,312,546) $1,632,312 $1,457,129

Net Position Summary

Governmental Activities Business-type Activities Totals

Attachment 26: Audited Financial Statements Page 752



Banning Lewis Ranch Academy
Management’s Discussion and Analysis
For Fiscal Year Ended June 30, 2018

iii

A. Results of Operations:

For the fiscal year ended June 30, 2017 and 2018, the Academy wide results of operations were:

B. Per Pupil Revenue (PPR) 

The Academy’s PPR funding is determined by the following variables: 

Per Pupil Funding:  Annually, the State and the District sets the per pupil funding based on a 

base funding amount as adjusted by a number of factors including a cost-of-living factor and an 

At-Risk demographics factor.   The Banning Lewis Ranch Academy PPOR was $7,076 for the 

2016-17 school year and $7,317 for the 2017-18 school year.

Student Enrollment:  The Academy’s student enrollment for the fall count of the 2016-17 was 

809 students as compared 1,247 students for the fall of 2017-18.   To calculate total state aid to 

be provided by the District funded PPR, enrollment is multiplied by the Academy’s per pupil 

funding.  It should be noted that Kindergarten students are only funded at 58% of the pupil 

allocation.  The funded full time equivalent (FTE) student count after adjusting out .42 FTE for 

each kindergarten student was 768.68 for 2016-17 and 1,199.70 for 2017-18.

C. Major Fund Budgetary Highlights

General Fund Operations

The Academy’s only major governmental type fund is the General Fund.  Revenues and other 

Amount 

Percent of 

Total Amount 

Percent of 

Total Amount 

Percent 

of Total Amount 

Percent 

of Total Amount

Percent 

of Total Amount 

Percent 

of Total

General revenue:

      State and District aid - all sources $5,679,344 91.16% $8,907,492 89.84% $0 0.00% $0 0.00% $5,679,344 88.61% $8,907,492 89.06%

      Other 13,965 0.22% 84,430 0.85% 179,551 100.00% 87,440 100.00% 193,516 3.02% 171,870 1.72%

            Total general revenue 5,693,309 91.38% 8,991,922 90.70% 179,551 100.00% 87,440 100.00% 5,872,860 91.62% 9,079,362 90.78%

Program revenue:

      Charges for services 114,225 1.83% 248,818 2.51% 0 0.00% 0 0.00% 114,225 1.78% 248,818 2.49%

      Operating grants - federal and state 422,645 6.78% 673,566 6.79% 0 0.00% 0 0.00% 422,645 6.59% 673,566 6.73%

           Total program revenue 536,870 8.62% 922,384 9.30% 0 0.00% 0 0.00% 536,870 8.38% 922,384 9.22%

                  Total revenue 6,230,179 100.00% 9,914,306 100.00% 179,551 100.00% 87,440 100.00% 6,409,730 100.00% 10,001,746 100.00%

Expenses:

       Instruction and instructional services 2,560,246 42.17% 4,448,936 46.59% 0 0.00% 0 0.00% 2,560,246 43.31% 4,448,936 43.72%

       Support services 3,511,072 57.83% 5,099,507 53.41% 0 0.00% 0 0.00% 3,511,072 59.40% 5,099,507 50.11%

       Interest on long-term debt 0 0.00% 0 0.00% 0 0.00% 0 0.00% 0 0.00% 0 0.00%

       Building Corporation 0 0.00% 0 0.00% -160,209 100.00% 628,486 100.00% -160,209 -2.71% 628,486 6.18%

                  Total expenses 6,071,318 100.00% 9,548,443 100.00% -160,209 100.00% 628,486 100.00% 5,911,109 100.00% 10,176,929 100.00%

Increase (decrease) in net position $158,861 $365,863 $339,760 ($541,046) $498,621 ($175,183)

2017 2018

Business-type Activities Total

2017 2018

Governmental Activities

2017 2018

Attachment 26: Audited Financial Statements Page 753
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iv

financing sources from General Fund operations was greater than Expenditures and other 

financing uses by $155,367 for the fiscal year ended June 30, 2018.   Some budgetary highlights 

are as follows:

Final Budget vs. Actual

Original vs. Final Budget

As a matter of practice, the Academy amends its budget periodically as needed during the 

school year.   For the fiscal year 2017-18, the budget was amended on November 28, 2017.   The 

November 28, 2017 budget amendment was the final budget for the fiscal year.   The Academy 

Board does not budget for expenditures covered by grants or the grant revenue until an award 

allocation is received.  The General Fund does not budget for debt financed capital outlays, if 

applicable, in the original budget.

Changes from Original to Final General Budget

Revenues and Other Financing Sources

The Academy’s final general fund revenues were lower than the final budget by $273,690 a 

variance of 2.67%.

Fiscal Year Final Budget Final Actual

Revenues and Other Financing Sources

2016-2017 $6,274,444 $6,150,670

2017-2018 $10,267,505 $9,993,815

Expenditures and Other Financing Sources

2016-2017 $6,001,589 $6,296,445

2017-2018 $10,092,062 $9,838,448

Total Revenues Original Budget $10,116,178

Total Revenues Final Budget 10,267,505

Increase in Budgeted Revenues $151,327
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v

The following are the significant changes in revenues from the original budget:

Decrease in Revenues from Federal Sources

Expenditures and Other Financing Sources: 

The Academy’s budget for expenditures changed as follows during the year:

The Academy’s actual expenditures were lower than final budget by $253,614, a variance of 

2.51%

The following were the most significant changes in expenditures from the original budget:

Appropriated reserves and decreased pupil services expenses

D. Proprietary Fund Highlights

The Banning Lewis Ranch Academy Building Company, LLC, a business type component unit 

included in the fund financial statements, receives lease income from the Academy and in turn 

uses those receipts to fund the debt reserves and make scheduled debt service payments in 

accordance with the facility financing arrangement.   The scheduled lease payments are 

designed to provide sufficient cash flow to fund the required debt service and reserves.  As 

explained earlier under FINANCIAL ANALYSIS OF THE ACADEMY’S ACTIVITIES, certain timing 

differences related to depreciation and debt retirement as well as the use of capitalized interest 

have caused the Academy to incur losses.  Due to the temporary nature of those differences, it 

is expected that the losses will reverse themselves over the life of the facility financing 

arrangement.

Total Expenditures Original Budget $10,090,213

Total Expenditures Final Budget 10,092,062

Increase in Expenditures $1,849
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CAPITAL ASSETS AND DEBT ADMINISTRATION

A. Capital Assets

The Academy’s net investment in capital assets increased by $2,317,950 during the fiscal year.   

Capital asset additions of $21,373,734 included construction in progress for the addition of the 

high school and technology and furniture for use in the instructional and administrative 

programs.   This can be summarized as follows:

For more information on capital assets, refer to Note 5 in the basic financial statements.

B. Depreciation Expense

GASB 34 requires governmental entities to maintain a record of annual depreciation expense 

and accumulated depreciation.   The net increase in accumulated depreciation expense is a 

reduction in net position in the governmental-wide financial statements.   Depreciation is not 

recognized in the governmental fund financial statements and has been noted as a reconciling 

item in the Academy’s financial statements.

For the fiscal year ended June 30, 2018, the net increase in accumulated depreciation was 

$680,492.

Depreciation expense is recorded on a straight-line basis over the estimated useful lives of 

assets.  In accordance with U.S. generally accepted accounting principles (GAAP), depreciation 

expense is recorded based on the original cost of the asset, less an estimated salvage value.

Capital assets $23,634,997 $21,373,734 ($18,375,292) $26,633,439

Less: Accumulated depreciation (2,307,146) (680,492) 0 (2,987,638)

Net investments in capital assets $21,327,851 $20,693,242 (18,375,292) $23,645,801

Additions Disposals

Beginning 

Balance

Ending 

Balance
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C. Debt, Principal Payments

The Academy’s building company unit issued debt in 2006 to fund the acquisition and 

construction of the facility being used.   This debt was refinanced in FY2017.  A summary of long-

term debt service activities is a follows.

ECONOMIC FACTORS AND NEXT’S YEAR BUDGET

The Preliminary Budget for 2018-19 Fiscal Year was adopted by the Board of Directors on April 17, 2018.  

Few definite factors were known as the budget was being drafted, and others were unknown and 

needed to be projected with management’s best estimates based on feedback from the State, the 

District and the community.  Some key factors and estimates used in the 2018-19 preliminary budget 

process include:

 The Academy’s PPR funding had been estimated to be $7,502 per pupil;

 Enrollment projections of 1369, students in grades K-10 with a funded FTE of 1320.28;

 Teaching staff, at maximum, would provide one teacher for every 25 students;

 Benefit costs would be based on group coverage rates through same providers the Academy 

used in FY 2017-18.

CONTACTING THE ACADEMY’S MANAGEMENT

This financial report is designed to provide our citizens and taxpayers with a general overview of the 

Academy’s finances.  If you have questions about this report or need additional information, contact the 

Administration Office, Banning Lewis Ranch Academy, 7094 Cottonwood Tree Drive, Colorado Springs, 

Colorado, 80927.

Loans payable $28,355,000 $0 $0 $28,355,000

Balance 

6/30/2017

New 

Financing

Principal 

Payment

Balance 

6/30/2018
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BANNING LEWIS RANCH ACADEMY
STATEMENT OF NET POSITION

JUNE 30, 2018

Governmental 

Activities

Business-type 

Activities Total

ASSETS

Cash and cash equivalents 2,323,515$       -$                      2,323,515$       

Restricted cash and cash equivalents -                        4,619,640         4,619,640         

Intergovernmental receivable -                        20,320 20,320              

Internal balances 500,279 (500,279)           -                        

Prepaid expenses 28,117              -                        28,117              

Capital assets, net 779,258 22,866,543 23,645,801       

Total assets 3,631,169         27,006,224       30,637,393       

DEFERRED OUTFLOWS OF RESOURCES

Deferred charge on refunding -                        104,974            104,974            

LIABILITIES

Accounts payable 472,866 -                        472,866            

Accrued salaries and benefits 272,521            -                        272,521            

Payable to agency fund 116,107 -                        116,107            

Accrued interest payable -                        68,744              68,744              

Long-term liabilities

Due within one year

Notes payable -                        85,000              85,000              

Due in more than one year

Note payable -                        28,270,000       28,270,000       

Total liabilities 861,494            28,423,744       29,285,238       

NET POSITION
Net investment in capital assets 779,258            4,220,786         5,000,044         

Restricted for:

TABOR 310,000            -                        310,000            

Debt service -                        2,892,230 2,892,230         

Unrestricted 1,680,417         (8,425,562)        (6,745,145)        

Total net position (deficit) 2,769,675$       (1,312,546)$      1,457,129$       

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

1Attachment 26: Audited Financial Statements Page 759



BANNING LEWIS RANCH ACADEMY
STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2018

Net (Expense) Revenue and Changes in Net Position

Functions/Programs Expenses

Charges for 

Services

Operating 

Grants and 

Contributions

Capital Grants 

and 

Contributions

Governmental 

Activities

Business-type 

Activities Total

Governmental activities:

Instruction 4,448,936$       111,654$          362,908$          310,658$          (3,663,716)$        -$                        (3,663,716)$        

Supporting services

Pupil services 258,330            -                       -                       -                       (258,330)             -                          (258,330)             

Instructional staff 484,416            -                       -                       -                       (484,416)             -                          (484,416)             

General administration 424,769            -                       -                       -                       (424,769)             -                          (424,769)             

School administration 853,828            -                       -                       -                       (853,828)             -                          (853,828)             

Business services 307,820            -                       -                       -                       (307,820)             -                          (307,820)             

Operation and maintenance 2,381,801         137,164            -                       -                       (2,244,637)          -                          (2,244,637)          

Central support services 69,705              -                       -                       -                       (69,705)               -                          (69,705)               

Other services 318,838            -                       -                       -                       (318,838)             -                          (318,838)             

Total governmental activities 9,548,443         248,818            362,908            310,658            (8,626,059)          (8,626,059)          

Business-type activities:

Building Company 2,305,836 1,677,350         -                       -                   (628,486)             (628,486)             

Total 11,854,279$     1,926,168$       362,908$          310,658$          (628,486)             (9,254,545)          0

General revenues:

Mill levy override 128,610 -                          128,610               

Per pupil revenue 8,778,289 -                          8,778,289            

Earnings on investments 593 67,120                 67,713                 

Other revenues 84,430                 20,320 104,750               

Total general revenues 8,991,922            87,440                 9,079,362            

Change in net position 365,863               (541,046)             (175,183)             

Net position - beginning (deficit) 2,403,812            (771,500)             1,632,312            

Net position - ending (deficit) 2,769,675$          (1,312,546)$        1,457,129$          

Program Revenue

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

Cash and cash equivalents 2,323,515$     

Due from other funds 500,279

Prepaid expenses 28,117            

Total assets 2,851,911$     

LIABILITIES

Accounts payable 472,866$        

Accrued salaries and benefits 272,521          

Payable to agency fund 116,107

Total liabilities 861,494          

FUND BALANCES

Nonspendable 28,117            

Restricted for TABOR 310,000          

Unassigned 1,652,300       

Total fund balances 1,990,417       

Total liabilities, deferred inflows of resources, and fund balances 2,851,911$     

BANNING LEWIS RANCH ACADEMY

BALANCE SHEET

JUNE 30, 2018

GENERAL FUND

The accompanying notes are an integral part of these financial statements.
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Amounts reported for governmental activities in the Statement of Net Position are different

because:

Total fund balances - general fund 1,990,417$     

Capital assets used in governmental activities are not current financial resources and 

therefore are not reported in the funds, but are reported in the governmental activities of the 

Statement of Net Position. 779,258          

Net position of governmental activities in the statement of net position 2,769,675$     

TO THE STATEMENT OF NET POSITION
RECONCILIATION OF THE GENERAL FUND BALANCE SHEET  

BANNING LEWIS RANCH ACADEMY

JUNE 30, 2018

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

Local sources 847,697$        

State sources 9,109,779       

Federal sources 36,339            

Total revenues 9,993,815       

EXPENDITURES

 Instruction 4,738,941       

 Pupil services 261,630          

 Instructional staff 481,116          

 General administration 424,769          

School administration 853,828          

 Business services 307,820          

 Operation and maintenance 2,381,801       

 Central support services 69,705            

 Other services 318,838

Total expenditures 9,838,448       

Net change in fund balance 155,367          

Fund balance - beginning 1,835,050

Fund balance - ending 1,990,417$     

BANNING LEWIS RANCH ACADEMY
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGE IN FUND BALANCE

FOR THE YEAR ENDED JUNE 30, 2018
GENERAL FUND

The accompanying notes are an integral part of these financial statements.
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BANNING LEWIS RANCH ACADEMY

Amounts reported for governmental activities in the statement of activities are different

because:

Net change in fund balance - general fund: 155,367$        

Governmental funds report capital outlays as expenditures. However, in the statement of 

activities, the cost of those assets is allocated over their estimated useful lives and reported 

as depreciation expense. This is the amount by which depreciation exceeded capital outlays 

in the current period. 290,005          

Governmental funds do not present mill levy override revenues that are not available to pay 

current obligations.  In contrast, such revenues are reported in the Statement of Activities 

when earned. (79,509)           

Change in net position of governmental activities 365,863$        

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND

CHANGE IN FUND BALANCE

 TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2018

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

Current Assets:

Accounts Receivable 20,320$             

Total current assets 20,320               

Noncurrent Assets:

Restricted cash and cash equivalents 4,619,640

Capital assets, net 22,866,543

Total noncurrent assets 27,486,183        

Total assets 27,506,503        

DEFERRED OUTFLOWS OF RESOURCES

Deferred charge on refunding 104,974

LIABILITIES

Current Liabilities:

Due to other funds 500,279

Accrued interest 68,744

Notes payable current portion 85,000               

Total current liabilities 654,023             

Noncurrent Liabilities:

Note payable 28,270,000

Total noncurrent liabilities 28,270,000        

Total liabilities 28,924,023        

NET POSITION

Net investment in capital assets (4,204,776)         

Restricted for:

Debt service 2,892,230

Total net position (deficit) (1,312,546)$       

BANNING LEWIS RANCH ACADEMY

STATEMENT OF NET POSITION

JUNE 30, 2018

ENTERPRISE FUND

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

OPERATING REVENUES

Rental income 1,677,350$       

Total operating revenues 1,677,350         

OPERATING EXPENSES

 Maintenance and operations 68,048              

 Interest expense 1,696,243         

Total operating expenses 1,764,291         

Net operating income (loss) (86,941)             

NON-OPERATING REVENUES (EXPENSES)

 Interest income 67,120

 Miscellaneous revenue  20,320

 Depreciation and amortization expense (541,545)           

Total non-operating revenues (expenses) (454,105)           

Change in net position (541,046)           

Net position - beginning (deficit) (771,500)           

Net position - ending (deficit) (1,312,546)$      

BANNING LEWIS RANCH ACADEMY

STATEMENT OF REVENUES, EXPENSES, AND CHANGE IN NET POSITION

FOR THE YEAR ENDED JUNE 30, 2018

ENTERPRISE FUND

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

CASH FLOWS FROM OPERATING ACTIVITIES

Lease payments received 1,677,350$        

Interest payments (1,690,589)        

Payments to suppliers (68,048)             

Net cash provided (used) by operating activities (81,287)             

CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES

Advances from other funds (115,197)           

Net cash provided (used) by non-capital financing activities (115,197)           

CASH FLOWS FROM CAPITAL AND RELATED 

FINANCING ACTIVITIES

Acqusition and construction of capital assets (3,466,203)        

Net cash provided (used) by capital and related financing activities (3,466,203)        

CASH FLOWS FROM INVESTING ACTIVITES

Interest income 67,120               

Net cash provided (used) by investing activities 67,120               

Net increase (decrease) in cash and cash equivalents (3,595,567)        

Cash and cash equivalents - beginning 8,215,207          

Cash and cash equivalents - ending 4,619,640$        

BANNING LEWIS RANCH ACADEMY
STATEMENT OF CASH FLOWS

ENTERPRISE FUND
FOR THE YEAR ENDED JUNE 30, 2018

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

Reconciliation of operating income (loss) to

net cash provided (used) by operating activities:

Operating income (loss) (86,941)$           

Adjustments to reconcile operating income (loss)

to net cash provided (used) by operating activities:

Amortization 6,013                 

Changes in assets and liabilities:

Increase (decrease) in:

Accrued interest (359)                  

Net cash provided (used) by operating activities (81,287)$           

STATEMENT OF CASH FLOWS

ENTERPRISE FUND

FOR THE YEAR ENDED JUNE 30, 2018

BANNING LEWIS RANCH ACADEMY

The accompanying notes are an integral part of these financial statements.
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BANNING LEWIS RANCH ACADEMY

STATEMENT OF NET POSITION

FIDUCIARY FUND

JUNE 30, 2018

Agency Fund

ASSETS

Due from other funds  $             116,107 

Total assets                 116,107 

LIABILITIES 

Due to student organizations 116,107              

Total liabilities  $             116,107 

The accompanying notes are an integral part of these financial statements.
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BANNING LEWIS RANCH ACADEMY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Banning Lewis Ranch Academy (the School) began operations on January 9, 2006, pursuant to the Colorado 
Charter Schools Act, to form and operate a charter school within Falcon School District 49 (the District).  
The School started admitting students in September 2006.

The financial statements of Banning Lewis Ranch Academy have been prepared in conformity with 
accounting principles generally accepted in the United States of America, as applied to government units.  
The Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for 
establishing governmental accounting and financial reporting principles.  The more significant accounting 
policies of the School are described below.

A.  REPORTING ENTITY

The accompanying financial statements present the School and its component units, entities for which the 
government is considered to be financially accountable. Blended component units are, in substance, part of 
the primary government’s operations, even though they are legally separate entities. Thus, blended 
component units are appropriately presented as funds of the primary government. 

Blended component unit. Banning Lewis Ranch Academy Building Company, LLC (the Building Company) 
was organized for the purpose of acquiring, leasing, constructing, improving, equipping and financing 
various facilities, land, equipment and other improvements in connection with property intended to be 
leased to the School.  The Building Company has no financial balances or transactions outside of those 
reported by the School, and therefore, are not reported separately in the financial statements. The Building 
Company does not issue separate financial statements.

The School is considered a component unit of the District.  The School is deemed to be fiscally dependent 
upon the District, because the District provides the majority of support to the School in the form of per pupil 
operating revenue.  The School operates under a charter with the District.  The current charter runs through 
June 30, 2037 at which time the School may seek renewal of its charter in accordance with procedures set 
forth in state law and school district policy and regulations.

B.  BASIS OF PRESENTATION – GOVERNMENT-WIDE FINANCIAL STATEMENTS

While separate government-wide and fund financial statements are presented, they are interrelated.  The 
governmental activities column incorporates data from governmental funds, while business-type activities 
incorporate data from the government’s enterprise funds.  Separate financial statements are provided for 
governmental funds, proprietary funds, and fiduciary funds, even though the latter are excluded from the 
government-wide financial statements.

The government-wide financial statements (i.e. the statement of net position and the statement of activities) 
report information on all of the non-fiduciary activities of the government.  Governmental activities are 
normally supported by per pupil revenue and intergovernmental revenues.  Business-type activities rely to a 
significant extent on fees and charges to external customers for support. As a general rule, the effect of 
interfund activity has been eliminated from the government-wide financial statements.
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BANNING LEWIS RANCH ACADEMY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. BASIS OF PRESENTATION – FUND FINANCIAL STATEMENTS
  
The fund financial statements provide information about the government’s funds, including its fiduciary 
funds.  Separate statements for each fund category – governmental, proprietary, and fiduciary – are 
presented.  A fund is an independent fiscal accounting entity with a self-balancing set of accounts. Fund 
accounting segregates funds according to their intended purpose and is used to aid management in 
demonstrating compliance with finance-related legal and contractual provisions. The minimum number of 
funds maintained by the District is consistent with legal and managerial requirements.

The emphasis of fund financial statements is on major governmental and enterprise funds.  Major individual 
governmental and enterprise funds are reported as separate columns in the fund financial statements.

The School reports the following major governmental fund:

The General Fund is the government’s primary operating fund.  It accounts for all financial 
resources of the general government, except those required to be accounted for in another 
fund.

The School reports the following major proprietary fund:

Enterprise Funds are used to account for those operations financed and operated in a manner 
similar to a private business or where the board has decided that the determination of 
revenues earned, costs incurred and/or net income is necessary for management 
accountability.  The Building Company is accounted for as an enterprise fund.

Additionally, the School reports the following fund type:

Fiduciary Funds account for assets held by the government in a trustee capacity or as an agent on 
behalf of others.  The School has one fiduciary fund:

The Agency Fund is custodial in nature and does not present results of operations or a 
measurement focus.  Agency funds are accounted for using the accrual basis of 
accounting. This fund is used to account for assets that the government holds for others in 
an agency capacity.
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BANNING LEWIS RANCH ACADEMY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. BASIS OF PRESENTATION – FUND FINANCIAL STATEMENTS (CONTINUED)

During the course of operations, the government has activity between funds for various purposes.  Any 
residual balances outstanding at year end are reported as due from/to other funds and advances to/from other 
funds.  While these balances are reported in fund financial statements, certain eliminations are made in the 
preparation of the government-wide financial statements.  Balances between the funds included in 
governmental activities (i.e., the governmental and internal service funds) are eliminated so that only the net 
amount is included as internal balances in the governmental activities column.  Similarly, balances between 
the funds included in business-type activities (i.e., the enterprise funds) are eliminated so that only the net 
amount is included as internal balances in the business-type activities column.

Further, certain activity occurs during the year involving transfers of resources between funds.  In fund,
financial statements these amounts are reported at gross amounts as transfers in/out.  While reported in fund 
financial statements, certain eliminations are made in the preparation of the government-wide financial 
statements.  Transfers between the funds included in governmental activities are eliminated so that only the 
net amount is included as transfers in the governmental activities column.  Similarly, balances between the 
funds included in business-type activities are eliminated so that only the net amount is included as transfers 
in the business-type activities column.

D.  MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

The accounting and financial reporting treatment is determined by the applicable measurement focus and 
basis of accounting.  Measurement focus indicates the type of resources being measured such as current 
financial resources or economic resources.  The basis of accounting indicates the timing of transactions or 
events for recognition in the financial statements.

The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when a 
liability is incurred, regardless of the timing of the related cash flows.  Grants and similar items are 
recognized as revenue in the fiscal year in which all eligibility requirements imposed by the provider have 
been met.

Governmental fund financial statements are reported using the current financial resources measurement 
focus and the modified accrual basis of accounting.  Revenues are recognized as soon as they are both 
measurable and available.  Revenues are considered to be available when they are collectible within the 
period or soon enough thereafter to pay liabilities of the current fiscal period.  For this purpose, the 
government considers revenues to be available if they are collected within 60 days of the end of the current 
fiscal period.  Expenditures generally are recorded when a liability is incurred, as under accrual accounting.  
However, debt service expenditures and claims and judgments are recorded only when payment is due. 
General capital asset acquisitions are reported as expenditures in governmental funds.  Issuance of long-term 
debt and acquisitions under capital leases are reported as other financing sources. 
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BANNING LEWIS RANCH ACADEMY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D.  MEASUREMENT FOCUS AND BASIS OF ACCOUNTING (CONTINUED)

Intergovernmental revenues and interest associated with the current fiscal period are all considered to be 
susceptible to accrual and so have been recognized as revenues of the current fiscal period.  Expenditure-
driven grants recognize revenue when the qualifying expenditures have been incurred and all other grant 
requirements have been met, and the amount is received during the period or within the availability period of 
this revenue source (within 60 days of year end).  All other revenue items are considered to be measurable 
and available only when cash is received by the government.

The proprietary fund is reported using the economic resources measurement focus and the accrual basis of 
accounting.  The agency fund has no measurement focus but utilizes the accrual basis of accounting for 
reporting its assets and liabilities.

E. ASSETS, LIABILITIES, DEFERRED OUTFLOWS/INFLOWS OF RESOURCES, AND 
    NET POSITION/FUND BALANCE

Cash and cash equivalents

Cash and cash equivalents include cash on hand and in the bank and short-term investments with original 
maturities of three months or less from the date of acquisition.  

Receivables

All receivables are reported at their gross value and, where appropriate, are reduced by the estimated portion 
that is expected to be uncollectible.

Prepaid expenses

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as 
prepaid items in both government-wide and fund financial statements.

Capital assets

Capital assets, which include buildings, improvements, and furniture and equipment, are reported in the 
government-wide financial statements.  All purchased capital assets are valued at cost where historical 
records are available and at an estimated historical cost where no historical records exist. The capitalization 
level for equipment is $1,500. Donated capital assets are valued at their acquisition value on the date 
received.  Major outlays for capital assets and improvements are capitalized as projects are constructed.

The costs of normal maintenance and repairs that do not add to the value of the asset, or materially extend 
asset lives, are not capitalized.  Improvements are capitalized and are depreciated over the remaining useful 
lives of the related capital assets or remaining period of the lease, as applicable.
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BANNING LEWIS RANCH ACADEMY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

E. ASSETS, LIABILITIES, DEFERRED OUTFLOWS/INFLOWS OF RESOURCES, AND 
    NET POSITION/FUND BALANCE (CONTINUED)

Capital assets (continued)

Equipment and leasehold improvements of the government are depreciated using the straight-line method 
over the following estimated useful lives:
                

Buildings and improvements 20 to 50 years
Furniture and equipment   5 to 10 years

Deferred outflows/inflows of resources

In addition to assets, the statement of financial position will sometimes report a separate section for deferred 
outflows of resources. This separate financial statement element, deferred outflows of resources, represents 
a consumption of net position that applies to a future period(s) and so will not be recognized as an outflow 
of resources (expense/expenditure) until then.

In addition to liabilities, the statement of financial position will sometimes report a separate section for 
deferred inflows of resources. This separate financial statement element, deferred inflows of resources, 
represents an acquisition of net position that applies to a future period(s) and so will not be recognized as an 
inflow of resources (revenue) until that time.    
  
Long-term liabilities

In the government-wide financial statements, and proprietary fund types in the fund financial statements, 
long-term debt and other long-term obligations are reported as liabilities in the applicable governmental 
activities, business-type activities, or proprietary fund type statement of net position.  Bond premiums and 
discounts are deferred and amortized over the life of the bonds using the straight-line method.  Bonds 
payable are reported net of the applicable bond premium or discount. 

In the fund financial statements, governmental fund types recognize premiums and discounts, as well as 
issuance costs, during the current period.  The face amount of the debt issued is reported as other financing 
sources.  Premiums received on debt issuances are reported as other financing sources while discounts on 
debt issuances are reported as other financing uses.  Issuance costs, whether or not withheld from the actual 
debt proceeds received, are reported as debt service expenditures. 

Net position flow assumption

The School may fund outlays for a particular purpose from both restricted and unrestricted resources.  In 
order to calculate the amounts to report as restricted—net position and unrestricted—net position in the 
government-wide and proprietary fund financial statements, a flow assumption must be made about the order 
in which the resources are considered to be applied.  It is the School’s policy to consider restricted—net 
position to have been depleted before unrestricted—net position is applied.
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BANNING LEWIS RANCH ACADEMY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

E. ASSETS, LIABILITIES, DEFERRED OUTFLOWS/INFLOWS OF RESOURCES, AND 
    NET POSITION/FUND BALANCE (CONTINUED)

Fund balance classification

The governmental fund financial statements present fund balances based on classifications that comprise a 
hierarchy that is based primarily on the extent to which the School is bound to honor constraints on the 
specific purposes for which amounts in the respective governmental funds can be spent. The classifications 
available to be used in the governmental fund financial statements are as follows:

Nonspendable – This classification includes amounts that cannot be spent because they are either (a) not in  
spendable form or (b) are legally or contractually required to be maintained intact. 

Restricted – This classification includes amounts for which constraints have been placed on the use of the 
resources either (a) externally imposed by creditors (such as through a debt covenant), grantors, 
contributors, or laws or regulations of other governments, or (b) imposed by law through constitutional 
provisions or enabling legislation. 

Committed – This classification includes amounts that can be used only for specific purposes pursuant to 
constraints imposed by formal action of the Board of Directors. These amounts cannot be used for any other 
purpose unless the Board of Directors removes or changes the specified use by taking the same type of 
action that was used when the funds were initially committed. This classification also includes contractual 
obligations to the extent that existing resources have been specifically committed for use in satisfying those 
contractual requirements. 

Assigned – This classification includes amounts that are constrained by the School’s intent to be used for a 
specific purpose but are neither restricted nor committed. This intent can be expressed by the Board of 
Directors or through the Board of Directors delegating this responsibility to management through the 
budgetary process.  This classification also includes the remaining positive fund balance for any 
governmental funds except for the General Fund. 

Unassigned – This classification includes the residual fund balance for the General Fund. The unassigned 
classification also includes negative residual fund balance of any other governmental fund that cannot be 
eliminated by offsetting of Assigned fund balance amounts. 

The School would typically use Restricted fund balances first, followed by Committed resources, and then 
Assigned resources, as appropriate opportunities arise, but reserves the right to selectively spend Unassigned 
resources first to defer the use of these other classified funds.
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BANNING LEWIS RANCH ACADEMY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

F.  REVENUES AND EXPENDITURES/EXPENSES

Program revenues

Amounts reported as program revenues include 1) charges to customers for goods, services, or privileges 
provided, 2) operating grants and contributions, and 3) capital grants and contributions.  Internally dedicated 
resources are reported as general revenues rather than as programs revenues.  Likewise, general revenues 
include all state equalization.

Compensated absences

It is the School’s policy to permit employees to accumulate vacation time. Accrued vacation time may not be 
carried into the next fiscal year; therefore, a liability for these benefits has not been reflected in these 
financial statements.  

Proprietary funds operating and non-operating revenues and expenses

Proprietary funds distinguish operating revenues and expenses from non-operating items.  Operating 
revenues and expenses generally result from providing services and delivering goods in connection with a 
proprietary fund’s principal ongoing operations.  The principal operating revenue of the School’s enterprise 
fund is rental income.  Operating expenses for the enterprise fund includes interest expense.  All revenues 
and expenses not meeting this definition are reported as non-operating revenues and expenses.

G. ESTIMATES

The preparation of financial statements in conformity with generally accepted accounting principles in the 
United States of America requires management to make estimates and assumptions that affect certain 
reported amounts and disclosures.  Accordingly, actual results could differ from those estimates.

NOTE 2 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

BUDGET INFORMATION

Annual budgets are adopted on a basis consistent with generally accepted accounting principles for all 
funds.  All annual appropriations lapse at fiscal year-end.  The operating budget includes proposed 
expenditures and the means of financing them for the upcoming year, along with estimates for the current 
year and actual data for the preceding year.
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BANNING LEWIS RANCH ACADEMY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2018

NOTE 2 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY (CONTINUED)

BUDGET INFORMATION (CONTINUED)

Budgets are required by Colorado State Statute for all funds.  During April, management submits to the 
Board of Directors a proposed budget for all funds for the fiscal year commencing the following July 1.  The 
budget includes proposed expenditures and the means of financing them.  Public hearings are conducted by 
the Board of Directors to obtain taxpayer comments.  Prior to June 30, the budget is adopted by formal 
resolution.  

Formal budgetary integration is employed as a management control device during the year for the 
Governmental funds.  The appropriated budget is prepared by fund.  The legal level of control is the fund 
level.

Expenditures may not legally exceed appropriations at the fund level.  Revisions that alter the total 
expenditures of any fund must be approved by the Board of Directors.

Appropriations are based on total funds expected to be available in each budget year, including beginning 
fund balances and reserves as established by the Board of Directors.  Variances between budget and actual 
result from the non-expenditure of reserves, nonoccurrence of anticipated events, and normal operating 
variances.  The Board of Directors may authorize supplemental appropriations during the year.  For 
budgetary management purposes, funds are appropriated for capital outlays. 

NOTE 3 – DEPOSITS AND INVESTMENTS

Cash deposits with financial institutions

Custodial credit risk—deposits. Custodial credit risk is the risk that, in the event of a bank failure, the 
School’s deposits might not be recovered.  The Colorado Public Deposit Protection Act (PDPA) requires 
that all units of local government deposit cash in eligible public depositories.  Eligibility is determined by 
state regulations.  Amounts on deposit in excess of federal insurance levels must be collateralized by eligible 
collateral as determined by the PDPA.  PDPA allows the financial institution to create a single collateral 
pool for all public funds held.  The pool is to be maintained by another institution, or held in trust for all the 
uninsured pubic deposits as a group.  The market value of the collateral must be at least equal to 102% of 
the uninsured deposits.

The carrying amount of the School’s deposits at June 30, 2018 was $2,323,515 and the bank balances were 
$2,616,774. Of the bank balances, $250,000 was covered by federal deposit insurance and $2,366,774 was 
uninsured but collateralized in accordance with the provisions of the PDPA.  The collateral is pooled and 
held in trust for all uninsured deposits as a group.

Attachment 26: Audited Financial Statements Page 778



20

BANNING LEWIS RANCH ACADEMY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2018

NOTE 3 – DEPOSITS AND INVESTMENTS (CONTINUED)

Investments

Credit Risk

The School is authorized by Colorado statutes to invest in the following:

 Obligations of the United States and certain U.S. government agencies’ securities;
 Certain international agencies’ securities;
 General obligation and revenue bonds of U.S. local government entities;
 Bankers’ acceptances of certain banks;
 Certain commercial paper;
 Local government investment pools;
 Written repurchase agreements collateralized by certain authorized securities;
 Certain money market fund;
 Guaranteed investment contracts.

State law limits investments to those described above. The School does not have an investment policy that 
would further limit its investment choices.

At June 30, 2018 the School’s investment balances were as follows:

Investment Maturities Fair Value

CSAFE Less than 60 days $ 4,619,640

The Colorado Surplus Asset Fund Trust (CSAFE) is an investment vehicle established for local government 
entities in Colorado to pool surplus funds.  The Colorado Division of Securities administers and enforces the 
requirement of creating and operating CSAFE.  CSAFE is rated AAAm by the Standard and Poor’s 
Corporation.  Investments of CSAFE are limited to those allowed by State Statutes.  A designated custodial 
bank provides safekeeping and depository services in connection with the direct investment and withdrawal 
functions.  The custodian’s internal records identify the investments owned by the participating 
governments.

All of the investment balances were restricted for debt service and capital construction.

Interest Rate Risk: State law limits maturities for US Treasuries and US Agencies to no more than five years 
from the date of purchase.  The School does not have a formal investment policy that would further limit 
investment maturities as a means of managing its exposure to fair value losses from increasing interest rates.  

Attachment 26: Audited Financial Statements Page 779



21

BANNING LEWIS RANCH ACADEMY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2018

NOTE 4 – INTERFUND RECEIVABLES AND PAYABLES

All interfund receivables and payables are created in conjunction with the School’s pooled cash account.  
Balances are routinely cleared as a matter of practice.  

The composition of interfund balances at June 30, 2018 is as follows:

Receivable Fund Payable Fund Amount

General Fund Building Company $ 500,279

The primary government had $116,107 due to the Agency fund at June 30, 2018.

NOTE 5 - CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2018 was as follows:

Beginning
Balance Additions Deletions

Ending
Balance

Governmental Activities

Capital assets, being depreciated:
Furniture and equipment $ 1,263,561 $ 428,952 $ - $ 1,692,513

Less accumulated depreciation for:
Furniture and equipment 774,308 138,947 - 913,255

Governmental activities capital assets, net $ 489,253 $ 290,005 $ - $ 779,258

Business-type Activities

  Capital assets, not being depreciated
Construction in progress $ 16,106,632 $ 2,268,660 $(18,375,292) $ -

Capital assets, being depreciated:
Building and improvements 5,827,158 18,375,292 - 24,202,450
Furniture and equipment 437,646 300,380 - 738,476

Total depreciable assets 6,264,804 18,676,122 - 24,940,926

Less accumulated depreciation for:
Building and improvements 1,274,808 475,403 - 1,750,211
Furniture and equipment 258,030 66,142 - 324,172

Total accumulated depreciation 1,532,838 541,545 - 2,074,383

  Total capital assets being depreciated, net 4,731,966 18,134,577 - 22,866,543

Business-type activities capital assets, net $ 20,838,598 $ 20,403,237 $(18,375,292) $ 22,866,543

Depreciation expense was charged to functions/programs of governmental 
activities as follows:

  
Governmental activities
     Instruction $ 138,947
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NOTE 6 – LONG-TERM LIABILITIES

Building Company Loan Principal  
Balance

On September 1, 2016, the Colorado Educational and Cultural Facilities Authority
(CECFA) issued $28,355,000 Charter School Revenue Bonds, Series 2016.  Bond proceeds 
were loaned to the Building Company under a mortgage and loan agreement to refund the 
Charter School Revenue Bonds, Series 2006 with an outstanding amount of $6,955,000 as 
of June 1, 2016, to complete the building facility and improvements. The School is 
obligated under a lease agreement to make monthly lease payments to the Building 
Company for use of the facilities. The Building Company is required to make loan 
payments to the Trustee, for payment of the bonds. Interest payments are made in semi-
annual installments at an interest rate of 6.00 to 7.00%. Principal payments are due 
annually on December 15 through 2047. $ 28,355,000

Annual debt service requirements to maturity for the note payable are as follows:

Business-Type Activities
Fiscal Year

Ending June 30 Principal Interest

2019 $ 85,000 $ 1,674,588
2020 145,000 1,667,787
2021 475,000 1,650,950
2022 430,000 1,757,451
2023 420,000 1,778,449

2024 – 2028 2,540,000 8,450,037
2029 – 2033 3,480,000 7,516,113
2034 – 2038 4,755,000 6,237,876
2039 – 2043       6,595,000         4,398,625
2044 – 2047       9,430,000 1,568,613

Total $ 28,355,000 $   36,700,489

Long-term liability activity for the year ended June 30, 2018 was as follows:

Beginning Ending Due Within
Balance Additions Reductions Balance One Year

Business-type activities:

2016 Bond payable $ 28,355,000 $                    - $                  - $ 28,355,000 $ 85,000             

Total $ 28,355,000 $ - $       - $ 28,355,000 $        85,000        
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NOTE 7 – MANAGEMENT AGREEMENT

On June 19, 2015, the School executed a consent agreement which assigned all of is prior management 
company’s rights, title and interest in a 2005 management agreement to Pansophic, a designee of Tatonka 
Capital Corporation (Tatonka). Pansophic assumed all of the prior management company’s duties and 
obligations under that agreement following the assignment. In January 2016 a new management agreement 
was executed with Accel Schools Colorado LLC (ACCEL).  

Under the terms of the new agreement, the School is required to pay ACCEL an annual fee for services 
performed. The fee is 10% of total state equalization and state and federal grants received for the year. The 
administrative fees earned by ACCEL for the year ended June 30, 2018 were $823,070.

NOTE 8 - RISK MANAGEMENT

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

The School carries commercial insurance for these risks of loss, including worker’s compensation and 
employee health and accident insurance.  Settled claims resulting from these risks have not exceeded 
commercial insurance coverage during the last three fiscal years.

NOTE 9 – CONCENTRATION OF RISK

The School is funded directly by Falcon School District 49 (the District) based on the District’s per pupil 
funding.  For the fiscal year ended June 30, 2018, this funding along with pass-through grant funding 
accounted for approximately 94% of the School’s revenues.

NOTE 10 - COMMITMENTS AND CONTINGENCIES

Grants

The School has received federal and state grants for specific purposes that are subject to review and audit by 
the grantor agencies.  Such audits could lead to a request for reimbursement to grantor agencies for 
expenditures disallowed under terms of the grant.  However, in the opinion of the School, any such 
adjustments will not have a material adverse effect on the financial position of the School.

Site Lease

On May 1, 2006, the Building Company entered into a site lease agreement with the District.  Under the 
agreement, the District retains fee simple ownership of the land upon which the School’s facilities are 
located through May 1, 2041.  The Building Company will retain a leasehold interest in the land through the 
term of the agreement, at which time ownership of the land and facilities vests with the District.  The 
agreement also provides that the School will retain possession of the School facilities following termination 
of the site lease agreement as long as the School continues to operate as a charter school.
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NOTE 11 – COMPLIANCE

The School has complied with the requirements of the Financial Policies and Procedures Handbook for the 
2018 audit period as required by Colorado Statute CRS 22-44-204(3).

NOTE 12 - AMENDMENT TO COLORADO CONSTITUTION

Colorado voters passed an amendment to the State Constitution, Article X, Section 20, which has several 
limitations, including revenue raising, spending abilities and other specific requirements of state and local 
governments.  

The amendment requires emergency reserves be established.  These reserves must be at least 3% of fiscal 
year spending.  The School is not allowed to use the emergency reserves to compensate for economic 
conditions, revenue shortfalls or salary and benefit increases. At June 30, 2018 there is a $310,000  
reservation of fund balance in the General Fund for the amendment.  

The Amendment is complex and subject to judicial interpretation.  The School believes it is in compliance 
with the requirements of the amendment.  However, the School has made certain interpretations of the 
amendment’s language in order to determine its compliance.
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BANNING LEWIS RANCH ACADEMY

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

BUDGET AND ACTUAL - GENERAL FUND

FOR THE YEAR ENDED JUNE 30, 2018

Budgeted Amounts Final Budget -

Original Final

Actual 

Amounts

Positive 

(Negative)

REVENUES

Local sources:

Other local sources 966,762$    1,133,835$ 847,104$    (286,731)$    

Interest on investments 4,019          4,019          593 (3,426)          

Total local sources 970,781      1,137,854   847,697      (290,157)      

State sources:

State equalization 8,774,790 8,758,313   8,778,289   19,976         

Capital construction grant 308,454 331,370      310,658      (20,712)        

Other state sources 8,153          15,968        20,832        4,864           

Total state sources 9,091,397   9,105,651   9,109,779   4,128           

Federal sources

Other federal sources 54,000 24,000        36,339        12,339         

Total federal sources 54,000        24,000        36,339        12,339         

Total revenues 10,116,178 10,267,505 9,993,815   (273,690)      

EXPENDITURES

 Instruction 4,536,341 4,792,757   4,738,941   53,816         

 Pupil services 509,059 443,769      261,630      182,139       

 Instructional staff 542,368 514,849      481,116      33,733         

 General administration 365,071 401,098      424,769      (23,671)        

School administration 933,999 845,508      853,828      (8,320)          

 Business services 295,271 319,725      307,820      11,905         

 Operation and maintenance 2,246,942 2,183,915   2,381,801   (197,886)      

 Central support services 70,600 79,388        69,705        9,683           

 Other services 475,562 396,053      318,838 77,215         

Appropriated reserves 115,000 115,000 -                 115,000       

Total expenditures 10,090,213 10,092,062 9,838,448   253,614       

Net change in fund balances 25,965        175,443      155,367      (20,076)        

Fund balance - beginning 2,076,213   2,076,213   1,835,050   (241,163)      

Fund balance - ending 2,102,178$ 2,251,656$ 1,990,417$ (261,239)$    

See the accompanying Independent Auditors' Report.
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BANNING LEWIS RANCH ACADEMY

SCHEDULE OF CHANGES IN FIDUCIARY ASSETS AND LIABILITIES
AGENCY FUND

FOR THE YEAR ENDED JUNE 30, 2018

Balance Balance

June 30, June 30,

2017 Additions Deletions 2018

ASSETS

Due from other funds 124,691$       102,097$       110,681$       116,107$       

Total assets 124,691$       102,097$       110,681$       116,107$       

LIABILITIES

Payable to student organizations 124,691$       102,097$       110,681$       116,107$       

Total liabilities 124,691$       102,097$       110,681$       116,107$       

See the accompanying Independent Auditors' Report.
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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
Banning Lewis Ranch Academy

We have audited the accompanying financial statements of the governmental activities, the 
business-type activities, each major fund, and the aggregate remaining fund information of 
Banning Lewis Ranch Academy, as of and for the year ended June 30, 2017, and the related notes 
to the financial statements, which collectively comprise the School’s basic financial statements as 
listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this 
includes the design, implementation, and maintenance of internal control relevant to the 
preparation and fair presentation of financial statements that are free from material misstatement, 
whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States 
of America. Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment, 
including the assessment of the risks of material misstatement of the financial statements, whether 
due to fraud or error. In making those risk assessments, the auditor considers internal control 
relevant to the entity’s preparation and fair presentation of the financial statements in order to 
design audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express 
no such opinion. An audit also includes evaluating the appropriateness of accounting policies used 
and the reasonableness of significant accounting estimates made by management, as well as 
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities, the business-type activities, each major 
fund, and the aggregate remaining fund information of Banning Lewis Ranch Academy, as of June 
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30, 2017, and the respective changes in financial position and, where applicable, cash flows thereof 
for the year then ended in accordance with accounting principles generally accepted in the United 
States of America.

Other-Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the 
management’s discussion and analysis and required supplementary information as listed in the 
table of contents be presented to supplement the basic financial statements. Such information, 
although not a part of the basic financial statements, is required by the Governmental Accounting 
Standards Board, who considers it to be an essential part of financial reporting for placing the basic 
financial statements in an appropriate operational, economic, or historical context. We have applied 
certain limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an 
opinion or provide any assurance on the information because the limited procedures do not provide 
us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise Banning Lewis Ranch Academy’s financial statements as a whole. The other 
supplemental information is presented for purposes of additional analysis and is not a required part 
of the financial statements. The other supplemental information is the responsibility of 
management and was derived from and relate directly to the underlying accounting and other 
records used to prepare the financial statements. The information has been subjected to the auditing 
procedures applied in the audit of the financial statements and certain additional procedures, 
including comparing and reconciling such information directly to the underlying accounting and 
other records used to prepare the financial statements or to the financial statements themselves, and 
other additional procedures in accordance with auditing standards generally accepted in the United 
States of America. In our opinion, the information is fairly stated in all material respects in relation 
to the financial statements as a whole. 

Colorado Springs, Colorado
December 4, 2017
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Banning Lewis Ranch Academy
Management’s Discussion and Analysis
For Fiscal Year Ended June 30, 2017

i

Banning Lewis Ranch Academy is a K-8 Public Charter School located in Colorado Springs, Colorado that 

began operations in the fall of 2006.  This Management’s Discussion and Analysis, a requirement of 

GASB 34, is intended to be the Banning Lewis Ranch Academy administration’s discussion and analysis of 

the financial results for the fiscal year ended June 30, 2017.

OVERVIEW OF THE FINANCIAL STATEMENTS

U.S. generally accepted accounting principles (GAAP) according to GASB 34 requires the reporting of two 

types of financial statements: Government-wide Financial Statements and Governmental Fund Financial 

Statements.   

Fund Financial Statements:

The governmental fund level statements are reported on a modified accrual basis.  Only those assets 

that are “measurable” and “currently available” are reported.   Liabilities are recognized to the extent 

they are normally expected to be paid with current financial resources.

Governmental activities including the Academy’s major instruction and instructional support activities 

are reported in the General Fund.  While governmental activities consist of functions that are mostly 

funded by intergovernmental revenues, business type activities consist of functions that are intended to 

recover all of most of their costs through user fees and charges.  The Academy includes the Banning 

Lewis Ranch Academy Building Company, LLC as a business type component unit in its fund financial 

statements as the debt service requirements of the facility financing arrangement is designed to be 

funded by lease payments from the Academy.

In the governmental fund financial statements, capital assets purchased are reported as expenditures in 

the year of acquisition.   No asset is reported on the balance sheet.   The issuance of debt is recorded as 

a financial resource.   The current year’s payments of principal and interest on long-term obligations are 

recorded as expenditures.  Future year’s debt obligations are not recorded on the balance sheet.

Government-wide Financial Statements:

The Government-wide financial statements are maintained using the “full accrual” basis.  They report all 

of the Academy’s assets and liabilities, both current and long term, regardless if they are “currently 

available” or not.  For example, capital assets and long-term obligations of the Academy are reported in 

the Statement of Net Position of the Government-wide financial statements.
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE

Summary of Net Position: 

The following summarizes the net position at fiscal year end June 30, 2017:

FINANCIAL ANALYSIS OF THE ACADEMY’S ACTIVITIES

During fiscal year ended June 30, 2017, the Academy’s net position increased by $498,621 as compared 

to an increase of $185,474 in the prior fiscal year ending June 30, 2016.  This increase is primarily the 

result of increased revenues combined with correlated overall spending.  Asset balances grew by 

$22,594,281 while liability balances increased by $22,206,647.  The increase in asset balances originates 

primarily from the increase in Capital Assets related to construction in progress of a building to house 

the future high school grade levels which began construction during fiscal year 2015-16.

2016 2017 2016 2017 2016 2017

Assets

  Current assets $2,466,074 $2,258,096 $570,814 $7,599,732 $3,036,888 $9,857,828

  Capital assets 957,530 1,263,561 6,728,153 22,371,436 7,685,683 23,634,997

   Less: accumulated depreciation (693,404) (774,308) (1,437,769) (1,532,838) (2,131,173) (2,307,146)

         Capital assets, net book value 264,126 489,253 5,290,384 20,838,598 5,554,510 21,327,851

         Total assets $2,730,200 $2,747,349 $5,861,198 $28,438,330 $8,591,398 $31,185,679

Deferred Outflows 0 0 0 110,987 0 110,987

Liabilities

    Current liabilities $485,249 $343,537 $187,458 $965,817 $672,707 $1,309,354

    Long-term liabilities 0 0 6,785,000 28,355,000 6,785,000 28,355,000

         Total liabilities $485,249 $343,537 $6,972,458 $29,320,817 $7,457,707 $29,664,354

Net position

     Net investment (deficit) in capital assets $264,126 $489,253 ($1,994,226) ($2,825,653) ($1,730,100) ($2,336,400)

     Restricted 165,000 187,000 882,966 2,054,153 1,047,966 2,241,153

     Unrestricted 1,815,825 1,727,559 0 0 1,815,825 1,727,559

          Total net position $2,244,951 $2,403,812 ($1,111,260) ($771,500) $1,133,691 $1,632,312

Net Position Summary

Governmental Activities Business-type Activities Totals
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A. Results of Operations:

For the fiscal year ended June 30, 2016 and 2017, the Academy wide results of operations were:

B. Per Pupil Revenue (PPR) 

The Academy’s PPR funding is determined by the following variables: 

Per Pupil Funding:  Annually, the State and the District sets the per pupil funding based on a 

base funding amount as adjusted by a number of factors including a cost-of-living factor and an 

At-Risk demographics factor.   The Banning Lewis Ranch Academy PPOR was $ 7,107 for the 

2015-16 school year and $7,076 for the 2016-17 school year.

Student Enrollment:  The Academy’s student enrollment for the fall count of the 2015-16 was 

754 students as compared 809 students for the fall of 2016-17.   To calculate total state aid to 

be provided by the District funded PPR, enrollment is multiplied by the Academy’s per pupil 

funding.  It should be noted that Kindergarten students are only funded at 58% of the pupil 

allocation.  The funded full time equivalent (FTE) student count after adjusting out .42 FTE for 

each kindergarten student was 717.56 for 2015-16 and 768.68 for 2016-17.

C. Major Fund Budgetary Highlights

General Fund Operations

The Academy’s only major governmental type fund is the General Fund.  Revenues and other 

Amount 

Percent of 

Total Amount 

Percent of 

Total Amount 

Percent 

of Total Amount 

Percent 

of Total Amount

Percent 

of Total Amount 

Percent 

of Total

General revenue:

      State and District aid - all sources $5,190,333 94.42% $5,679,344 91.16% $0 0.00% $0 0.00% $5,190,333 85.16% $5,679,344 88.61%

      Other 1,863 0.03% 13,965 0.22% 597769 100.00% 179551 100.00% 599,632 9.84% 193,516 3.02%

            Total general revenue 5,192,196 94.46% 5,693,309 91.38% 597,769 100.00% 179,551 100.00% 5,789,965 95.00% 5,872,860 91.62%

Program revenue:

      Charges for services 83,039 1.51% 114,225 1.83% 0 0.00% 0 0.00% 83,039 1.36% 114,225 1.78%

      Operating grants - federal and state 221,711 4.03% 422,645 6.78% 0 0.00% 0 0.00% 221,711 3.64% 422,645 6.59%

           Total program revenue 304,750 5.54% 536,870 8.62% 0 0.00% 0 0.00% 304,750 5.00% 536,870 8.38%

                  Total revenue 5,496,946 100.00% 6,230,179 100.00% 597,769 100.00% 179,551 100.00% 6,094,715 100.00% 6,409,730 100.00%

Expenses:

       Instruction and instructional services 2,599,865 48.65% 2,560,246 42.17% 0 0.00% 0 0.00% 2,599,865 44.00% 2,560,246 43.31%

       Support services 2,743,921 51.35% 3,511,072 57.83% 0 0.00% 0 0.00% 2,743,921 46.43% 3,511,072 59.40%

       Interest on long-term debt 0 0.00% 0 0.00% 0 0.00% 0 0.00% 0 0.00% 0 0.00%

       Building Corporation 0 0.00% 0 0.00% 565,455 100.00% -160,209 100.00% 565,455 9.57% -160,209 -2.71%

                  Total expenses 5,343,786 100.00% 6,071,318 100.00% 565,455 100.00% -160,209 100.00% 5,909,241 100.00% 5,911,109 100.00%

Increase (decrease) in net position $153,160 $158,861 $32,314 $339,760 $185,474 $498,621

2016 2017

Business-type Activities Total

2016 2017

Governmental Activities

2016 2017

Attachment 26: Audited Financial Statements Page 794



Banning Lewis Ranch Academy
Management’s Discussion and Analysis
For Fiscal Year Ended June 30, 2017

iv

financing sources from General Fund operations was less than Expenditures and other financing 

uses by $145,775 for the fiscal year ended June 30, 2017.   Some budgetary highlights are as 

follows:

Final Budget vs. Actual

Original vs. Final Budget

As a matter of practice, the Academy amends its budget periodically as needed during the 

school year.   For the fiscal year 2016-17, the budget was amended on April 18, 2017.   The April

18, 2017 budget amendment was the final budget for the fiscal year.   The Academy Board does

not budget for expenditures covered by grants or the grant revenue until an award allocation is 

received.  The General Fund does not budget for debt financed capital outlays, if applicable, in 

the original budget.

Changes from Original to Final General Budget

Revenues and Other Financing Sources

The Academy’s final general fund revenues were lower than the final budget by $123,774 a 

variance of 1.97%.

Fiscal Year Final Budget Final Actual

Revenues and Other Financing Sources

2015-2016 5,378,715 5,496,947

2016-2017 6,274,444 6,150,670

Expenditures and Other Financing Sources

2015-2016 5,370,413 5,382,283

2016-2017 6,001,589 6,296,445

Total Revenues Original Budget $5,789,721

Total Revenues Final Budget 6,274,444

Increase in Budgeted Revenues $484,723
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The following are the significant changes in revenues from the original budget:

Increase in Fundraising Revenues

Expenditures and Other Financing Sources: 

The Academy’s budget for expenditures changed as follows during the year:

The Academy’s actual expenditures were greater than final budget by $294,856, a variance of 

less than 4.91%

The following were the most significant changes in expenditures from the original budget:

Facilities debt service interest expense

D. Proprietary Fund Highlights

The Banning Lewis Ranch Academy Building Company, LLC, a business type component unit 

included in the fund financial statements, receives lease income from the Academy and in turn 

uses those receipts to fund the debt reserves and make scheduled debt service payments in 

accordance with the facility financing arrangement.   The scheduled lease payments are 

designed to provide sufficient cash flow to fund the required debt service and reserves.  As 

explained earlier under FINANCIAL ANALYSIS OF THE ACADEMY’S ACTIVITIES, certain timing 

differences related to depreciation and debt retirement as well as the use of capitalized interest 

have caused the Academy to incur losses.  Due to the temporary nature of those differences, it 

is expected that the losses will reverse themselves over the life of the facility financing 

arrangement.

Total Expenditures Original Budget 5,777,496

Total Expenditures Final Budget 6,001,589

Increase in Expenditures 224,093
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CAPITAL ASSETS AND DEBT ADMINISTRATION

A. Capital Assets

The Academy’s net investment in capital assets increased by $15,773,341 during the fiscal year.   

Capital asset additions of $16,149,678 included construction in progress for the addition of the 

high school and technology and furniture for use in the instructional and administrative 

programs.   This can be summarized as follows:

For more information on capital assets, refer to Note 5 in the basic financial statements.

B. Depreciation Expense

GASB 34 requires governmental entities to maintain a record of annual depreciation expense 

and accumulated depreciation.   The net increase in accumulated depreciation expense is a 

reduction in net position in the governmental-wide financial statements.   Depreciation is not 

recognized in the governmental fund financial statements and has been noted as a reconciling 

item in the Academy’s financial statements.

For the fiscal year ended June 30, 2017, the net increase in accumulated depreciation was 

$175,973.

Depreciation expense is recorded on a straight-line basis over the estimated useful lives of 

assets.  In accordance with U.S. generally accepted accounting principles (GAAP), depreciation 

expense is recorded based on the original cost of the asset, less an estimated salvage value.

Capital assets 7,685,683 16,149,678 (200,364) 23,634,997

Less: Accumulated depreciation (2,131,173) (215,705) 39,732 (2,307,146)

Net investments in capital assets $5,554,510 $15,933,973 -$160,632 $21,327,851

Additions Disposals

Beginning 

Balance

Ending 

Balance
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C. Debt, Principal Payments

The Academy’s building company unit issued debt in 2006 to fund the acquisition and 

construction of the facility being used.   This debt was refinanced in FY2017.  A summary of long-

term debt service activities is a follows.

ECONOMIC FACTORS AND NEXT’S YEAR BUDGET

The Preliminary Budget for 2017-18 Fiscal Year was adopted by the Board of Directors in April 2017.  

Few definite factors were known as the budget was being drafted, and others were unknown and 

needed to be projected with management’s best estimates based on feedback from the State, the 

District and the community.  Some key factors and estimates used in the 2017-18 preliminary budget 

process include:

 The Academy’s PPR funding had been estimated to be $ 7,092 per pupil;

 Enrollment projections of 1286, students in grades K-12 with a funded FTE of 1237.28;

 Teaching staff, at maximum, would provide one teacher for every 25 students;

 Benefit costs would be based on group coverage rates through same providers the Academy 

used in FY 2016-17.

CONTACTING THE ACADEMY’S MANAGEMENT

This financial report is designed to provide our citizens and taxpayers with a general overview of the 

Academy’s finances.  If you have questions about this report or need additional information, contact the 

Administration Office, Banning Lewis Ranch Academy, 7094 Cottonwood Tree Drive, Colorado Springs, 

Colorado.

Loans payable 6,955,000 28,355,000 6,955,000 28,355,000

Balance 

6/30/2016

New 

Financings

Principal 

Payments

Balance 

6/30/2017
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BANNING LEWIS RANCH ACADEMY
STATEMENT OF NET POSITION

JUNE 30, 2017

Governmental 

Activities

Business-type 

Activities Total

ASSETS

Cash and cash equivalents 1,368,329$       -$                      1,368,329$       

Restricted cash and cash equivalents -                        8,215,207         8,215,207         

Intergovernmental receivable 245,819            -                        245,819            

Internal balances 615,475 (615,475)           -                        

Prepaid expenses 28,473              -                        28,473              

Capital assets, net 489,253 20,838,598 21,327,851       

Total assets 2,747,349         28,438,330       31,185,679       

DEFERRED OUTFLOWS OF RESOURCES

Deferred charge on refunding -                        110,987            110,987            

LIABILITIES

Accounts payable 44,275 66,626 110,901            

Accrued salaries and benefits 174,571            -                        174,571            

Retainage payable -                        830,088            830,088            

Payable to agency fund 124,691 -                        124,691            

Accrued interest payable -                        69,103              69,103              

Long-term liabilities

Due in more than one year

Note payable -                        28,355,000       28,355,000       

Total liabilities 343,537            29,320,817       29,664,354       

NET POSITION
Net investment in capital assets 489,253            (2,825,653)        (2,336,400)        

Restricted for:

TABOR 187,000            -                        187,000            

Debt service -                        2,054,153 2,054,153         

Unrestricted 1,727,559         -                        1,727,559         

Total net position (deficit) 2,403,812$       (771,500)$         1,632,312$       

The accompanying notes are an integral part of these financial statements.
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BANNING LEWIS RANCH ACADEMY
STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2017

Net (Expense) Revenue and Changes in Net Position

Functions/Programs Expenses

Charges for 

Services

Operating 

Grants and 

Contributions

Capital Grants 

and 

Contributions

Governmental 

Activities

Business-type 

Activities Total

Governmental activities:

Instruction 2,560,246$       78,788$            209,210$          213,435$          (2,058,813)$        -$                        (2,058,813)$        

Supporting services

Pupil services 401,010            -                       -                       -                       (401,010)             -                          (401,010)             

Instructional staff 330,078            -                       -                       -                       (330,078)             -                          (330,078)             

General administration 296,977            -                       -                       -                       (296,977)             -                          (296,977)             

School administration 499,921            -                       -                       -                       (499,921)             -                          (499,921)             

Business services 220,843            -                       -                       -                       (220,843)             -                          (220,843)             

Operation and maintenance 1,530,320         35,437              -                       -                       (1,494,883)          -                          (1,494,883)          

Central support services 202,781            -                       -                       -                       (202,781)             -                          (202,781)             

Other services 29,142              -                       -                       -                       (29,142)               -                          (29,142)               

Total governmental activities 6,071,318         114,225            209,210            213,435            (5,534,448)          (5,534,448)          

Business-type activities:

Building Company 1,173,716 1,133,925         -                       200,000            160,209               160,209               

Total 7,245,034$       1,248,150$       209,210$          413,435$          160,209               (5,374,239)          0

General revenues:

Mill levy override 240,164               -                          240,164               

Per pupil revenue 5,439,180            -                          5,439,180            

Earnings on investments 428                      66,785                 67,213                 

Other revenues 13,537                 112,766 126,303               

Total general revenues 5,693,309            179,551               5,872,860            

Change in net position 158,861               339,760               498,621               

Net position - beginning (deficit) 2,244,951            (1,111,260)          1,133,691            

Net position - ending (deficit) 2,403,812$          (771,500)$           1,632,312$          

Program Revenue

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

Cash and cash equivalents 1,368,329$     

Intergovernmental receivable 245,819          

Due from other funds 615,475

Prepaid expenses 28,473            

Total assets 2,258,096$     

LIABILITIES

Accounts payable 44,275$          

Accrued salaries and benefits 174,571          

Payable to agency fund 124,691

Total liabilities 343,537          

DEFERRED INFLOWS OF RESOURCES

Unavailable revenue - MLO revenues 79,509

FUND BALANCES

Nonspendable 28,473            

Restricted for TABOR 187,000          

Unassigned 1,619,577       

Total fund balances 1,835,050       

Total liabilities, deferred inflows of resources, and fund balances 2,258,096$     

BANNING LEWIS RANCH ACADEMY

BALANCE SHEET

JUNE 30, 2017

GENERAL FUND

The accompanying notes are an integral part of these financial statements.
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Amounts reported for governmental activities in the Statement of Net Position are different

because:

Total fund balances - general fund 1,835,050$     

Capital assets used in governmental activities are not current financial resources and 

therefore are not reported in the funds, but are reported in the governmental activities of the 

Statement of Net Position. 489,253          

Mill levy override receivables that are not available to pay current period expenditures are 

not reported in this fund financial statement, but are reported in the governmental activities 

of the Statement of Net Assets. 79,509            

Net position of governmental activities in the statement of net position 2,403,812$     

TO THE STATEMENT OF NET POSITION
RECONCILIATION OF THE GENERAL FUND BALANCE SHEET  

BANNING LEWIS RANCH ACADEMY

JUNE 30, 2017

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

Local sources 464,926$        

State sources 5,664,982       

Federal sources 20,762            

Total revenues 6,150,670       

EXPENDITURES

 Instruction 2,785,373       

 Pupil services 401,010          

 Instructional staff 330,078          

 General administration 296,977          

School administration 499,921          

 Business services 220,843          

 Operation and maintenance 1,530,320       

 Central support services 202,781          

 Other services 29,142            

Total expenditures 6,296,445       

Net change in fund balance (145,775)         

Fund balance - beginning 1,980,825

Fund balance - ending 1,835,050$     

BANNING LEWIS RANCH ACADEMY
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGE IN FUND BALANCE

FOR THE YEAR ENDED JUNE 30, 2017
GENERAL FUND

The accompanying notes are an integral part of these financial statements.
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BANNING LEWIS RANCH ACADEMY

Amounts reported for governmental activities in the statement of activities are different

because:

Net change in fund balance - general fund: (145,775)$       

Governmental funds report capital outlays as expenditures. However, in the statement of 

activities, the cost of those assets is allocated over their estimated useful lives and reported 

as depreciation expense. This is the amount by which depreciation exceeded capital outlays 

in the current period. 225,127          

Governmental funds do not present mill levy override revenues that are not available to pay 

current obligations.  In contrast, such revenues are reported in the Statement of Activities 

when earned. 79,509            

Change in net position of governmental activities 158,861$        

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND

CHANGE IN FUND BALANCE

 TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2017

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

Noncurrent Assets:

Restricted cash and cash equivalents 8,215,207$        

Capital assets, net 20,838,598

Total noncurrent assets 29,053,805        

Total assets 29,053,805        

DEFERRED OUTFLOWS OF RESOURCES

Deferred charge on refunding 110,987

LIABILITIES

Current Liabilities:

Accounts payable and other current liabilities 66,626

Retainage payable 830,088

Due to other funds 615,475             

Accrued interest 69,103

Total current liabilities 1,581,292          

Noncurrent Liabilities:

Note payable 28,355,000

Total noncurrent liabilities 28,355,000        

Total liabilities 29,936,292        

NET POSITION

Net investment in capital assets (2,825,653)         

Restricted for:

Debt service 2,054,153

Total net position (deficit) (771,500)$          

BANNING LEWIS RANCH ACADEMY

STATEMENT OF NET POSITION

JUNE 30, 2017

ENTERPRISE FUND

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

OPERATING REVENUES

Rental income 1,133,925$       

Total operating revenues 1,133,925         

OPERATING EXPENSES

 Maintenance and operations 34,900              

 Interest expense 76,514              

Total operating expenses 111,414            

Net operating income (loss) 1,022,511         

NON-OPERATING REVENUES (EXPENSES)

 Interest income 66,785              

 Donations 200,000            

 Gain on involuntary conversion 112,766            

 Issuance expense (927,501)           

 Depreciation and amortization expense (134,801)           

Total non-operating revenues (expenses) (682,751)           

Change in net position 339,760            

Net position - beginning (deficit) (1,111,260)        

Net position - ending (deficit) (771,500)$         

BANNING LEWIS RANCH ACADEMY

STATEMENT OF REVENUES, EXPENSES, AND CHANGE IN NET POSITION

FOR THE YEAR ENDED JUNE 30, 2017

ENTERPRISE FUND

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

CASH FLOWS FROM OPERATING ACTIVITIES

Lease payments received 1,133,925$        

Other receipts 292,301             

Interest payments (20,110)             

Payments to suppliers (34,900)             

Net cash provided (used) by operating activities 1,371,216          

CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES

Advances from other funds 223,285             

Net cash provided (used) by non-capital financing activities 223,285             

CASH FLOWS FROM CAPITAL AND RELATED 

FINANCING ACTIVITIES

Proceeeds from capital debt 28,355,000        

Insurance proceeds 273,397             

Payment to escrow agrent (7,163,046)        

Payment of issuance costs (927,501)           

Acqusition and construction of capital assets (14,946,933)      

Net cash provided (used) by capital and related financing activities 5,590,917          

CASH FLOWS FROM INVESTING ACTIVITES

Interest income 66,785               

Net cash provided (used) by investing activities 66,785               

Net increase (decrease) in cash and cash equivalents 7,252,203          

Cash and cash equivalents - beginning 963,004             

Cash and cash equivalents - ending 8,215,207$        

BANNING LEWIS RANCH ACADEMY
STATEMENT OF CASH FLOWS

ENTERPRISE FUND
FOR THE YEAR ENDED JUNE 30, 2017

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

Reconciliation of operating income (loss) to

net cash provided (used) by operating activities:

Operating income (loss) 1,022,511$        

Adjustments to reconcile operating income (loss)

to net cash provided (used) by operating activities:

Interest paid by escrow agent 92,301               

Amortization 4,760                 

Other receipts 200,000             

Changes in assets and liabilities:

Increase (decrease) in:

Accrued interest 51,644               

Net cash provided (used) by operating activities 1,371,216$        

STATEMENT OF CASH FLOWS

ENTERPRISE FUND

FOR THE YEAR ENDED JUNE 30, 2017

BANNING LEWIS RANCH ACADEMY

The accompanying notes are an integral part of these financial statements.
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BANNING LEWIS RANCH ACADEMY

STATEMENT OF NET POSITION

FIDUCIARY FUND

JUNE 30, 2017

Agency Fund

ASSETS

Due from other funds  $             124,691 

Total assets                 124,691 

LIABILITIES 

Due to student organizations 124,691              

Total liabilities  $             124,691 

The accompanying notes are an integral part of these financial statements.
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BANNING LEWIS RANCH ACADEMY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2017

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Banning Lewis Ranch Academy (the School) began operations on January 9, 2006, pursuant to the Colorado 
Charter Schools Act, to form and operate a charter school within Falcon School District 49 (the District).  
The School started admitting students in September 2006.

The financial statements of Banning Lewis Ranch Academy have been prepared in conformity with 
accounting principles generally accepted in the United States of America, as applied to government units.  
The Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for 
establishing governmental accounting and financial reporting principles.  The more significant accounting 
policies of the School are described below.

A.  REPORTING ENTITY

The accompanying financial statements present the School and its component units, entities for which the 
government is considered to be financially accountable. Blended component units are, in substance, part of 
the primary government’s operations, even though they are legally separate entities. Thus, blended 
component units are appropriately presented as funds of the primary government. 

Blended component unit. Banning Lewis Ranch Academy Building Company, LLC (the Building Company) 
was organized for the purpose of acquiring, leasing, constructing, improving, equipping and financing 
various facilities, land, equipment and other improvements in connection with property intended to be 
leased to the School.  The Building Company has no financial balances or transactions outside of those 
reported by the School, and therefore, are not reported separately in the financial statements. The Building 
Company does not issue separate financial statements.

The School is considered a component unit of the District.  The School is deemed to be fiscally dependent 
upon the District, because the District provides the majority of support to the School in the form of per pupil 
operating revenue.  The School operates under a charter with the District.  The current charter runs through 
June 30, 2037 at which time the School may seek renewal of its charter in accordance with procedures set 
forth in state law and school district policy and regulations.

B.  BASIS OF PRESENTATION – GOVERNMENT-WIDE FINANCIAL STATEMENTS

While separate government-wide and fund financial statements are presented, they are interrelated.  The 
governmental activities column incorporates data from governmental funds, while business-type activities 
incorporate data from the government’s enterprise funds.  Separate financial statements are provided for 
governmental funds, proprietary funds, and fiduciary funds, even though the latter are excluded from the 
government-wide financial statements.

The government-wide financial statements (i.e. the statement of net position and the statement of activities) 
report information on all of the non-fiduciary activities of the government.  Governmental activities are 
normally supported by per pupil revenue and intergovernmental revenues.  Business-type activities rely to a 
significant extent on fees and charges to external customers for support. As a general rule, the effect of 
interfund activity has been eliminated from the government-wide financial statements.
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BANNING LEWIS RANCH ACADEMY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2017

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. BASIS OF PRESENTATION – FUND FINANCIAL STATEMENTS
  
The fund financial statements provide information about the government’s funds, including its fiduciary 
funds.  Separate statements for each fund category – governmental, proprietary, and fiduciary – are 
presented.  A fund is an independent fiscal accounting entity with a self-balancing set of accounts. Fund 
accounting segregates funds according to their intended purpose and is used to aid management in 
demonstrating compliance with finance-related legal and contractual provisions. The minimum number of 
funds maintained by the District is consistent with legal and managerial requirements.

The emphasis of fund financial statements is on major governmental and enterprise funds.  Major individual 
governmental and enterprise funds are reported as separate columns in the fund financial statements.

The School reports the following major governmental fund:

The General Fund is the government’s primary operating fund.  It accounts for all financial 
resources of the general government, except those required to be accounted for in another 
fund.

The School reports the following major proprietary fund:

Enterprise Funds are used to account for those operations financed and operated in a manner 
similar to a private business or where the board has decided that the determination of 
revenues earned, costs incurred and/or net income is necessary for management 
accountability.  The Building Company is accounted for as an enterprise fund.

Additionally, the School reports the following fund type:

Fiduciary Funds account for assets held by the government in a trustee capacity or as an agent on 
behalf of others.  The School has one fiduciary fund:

The Agency Fund is custodial in nature and does not present results of operations or a 
measurement focus.  Agency funds are accounted for using the accrual basis of 
accounting. This fund is used to account for assets that the government holds for others in 
an agency capacity.
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BANNING LEWIS RANCH ACADEMY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2017

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. BASIS OF PRESENTATION – FUND FINANCIAL STATEMENTS (CONTINUED)

During the course of operations, the government has activity between funds for various purposes.  Any 
residual balances outstanding at year end are reported as due from/to other funds and advances to/from other 
funds.  While these balances are reported in fund financial statements, certain eliminations are made in the 
preparation of the government-wide financial statements.  Balances between the funds included in 
governmental activities (i.e., the governmental and internal service funds) are eliminated so that only the net 
amount is included as internal balances in the governmental activities column.  Similarly, balances between 
the funds included in business-type activities (i.e., the enterprise funds) are eliminated so that only the net 
amount is included as internal balances in the business-type activities column.

Further, certain activity occurs during the year involving transfers of resources between funds.  In fund,
financial statements these amounts are reported at gross amounts as transfers in/out.  While reported in fund 
financial statements, certain eliminations are made in the preparation of the government-wide financial 
statements.  Transfers between the funds included in governmental activities are eliminated so that only the 
net amount is included as transfers in the governmental activities column.  Similarly, balances between the 
funds included in business-type activities are eliminated so that only the net amount is included as transfers 
in the business-type activities column.

D.  MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

The accounting and financial reporting treatment is determined by the applicable measurement focus and 
basis of accounting.  Measurement focus indicates the type of resources being measured such as current 
financial resources or economic resources.  The basis of accounting indicates the timing of transactions or 
events for recognition in the financial statements.

The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when a 
liability is incurred, regardless of the timing of the related cash flows.  Grants and similar items are 
recognized as revenue in the fiscal year in which all eligibility requirements imposed by the provider have 
been met.

Governmental fund financial statements are reported using the current financial resources measurement 
focus and the modified accrual basis of accounting.  Revenues are recognized as soon as they are both 
measurable and available.  Revenues are considered to be available when they are collectible within the 
period or soon enough thereafter to pay liabilities of the current fiscal period.  For this purpose, the 
government considers revenues to be available if they are collected within 60 days of the end of the current 
fiscal period.  Expenditures generally are recorded when a liability is incurred, as under accrual accounting.  
However, debt service expenditures and claims and judgments are recorded only when payment is due. 
General capital asset acquisitions are reported as expenditures in governmental funds.  Issuance of long-term 
debt and acquisitions under capital leases are reported as other financing sources. 
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BANNING LEWIS RANCH ACADEMY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2017

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D.  MEASUREMENT FOCUS AND BASIS OF ACCOUNTING (CONTINUED)

Intergovernmental revenues and interest associated with the current fiscal period are all considered to be 
susceptible to accrual and so have been recognized as revenues of the current fiscal period.  Expenditure-
driven grants recognize revenue when the qualifying expenditures have been incurred and all other grant 
requirements have been met, and the amount is received during the period or within the availability period of 
this revenue source (within 60 days of year end).  All other revenue items are considered to be measurable 
and available only when cash is received by the government.

The proprietary fund is reported using the economic resources measurement focus and the accrual basis of 
accounting.  The agency fund has no measurement focus but utilizes the accrual basis of accounting for 
reporting its assets and liabilities.

E. ASSETS, LIABILITIES, DEFERRED OUTFLOWS/INFLOWS OF RESOURCES, AND 
    NET POSITION/FUND BALANCE

Cash and cash equivalents

Cash and cash equivalents include cash on hand and in the bank and short-term investments with original 
maturities of three months or less from the date of acquisition.  

Receivables

All receivables are reported at their gross value and, where appropriate, are reduced by the estimated portion 
that is expected to be uncollectible.

Prepaid expenses

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as 
prepaid items in both government-wide and fund financial statements.

Capital assets

Capital assets, which include buildings, improvements, and furniture and equipment, are reported in the 
government-wide financial statements.  All purchased capital assets are valued at cost where historical 
records are available and at an estimated historical cost where no historical records exist. The capitalization 
level for equipment is $1,500. Donated capital assets are valued at their acquisition value on the date 
received.  Major outlays for capital assets and improvements are capitalized as projects are constructed.

The costs of normal maintenance and repairs that do not add to the value of the asset, or materially extend 
asset lives, are not capitalized.  Improvements are capitalized and are depreciated over the remaining useful 
lives of the related capital assets or remaining period of the lease, as applicable.

Interest incurred during the construction phase of capital assets of enterprise funds is included as part of the 
capitalized value of the assets constructed.  During the current year, a loan agreement was entered into to 
retire a prior note and to fund building construction.  $1,110,729 was capitalized during construction.
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BANNING LEWIS RANCH ACADEMY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2017

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

E. ASSETS, LIABILITIES, DEFERRED OUTFLOWS/INFLOWS OF RESOURCES, AND 
    NET POSITION/FUND BALANCE (CONTINUED)

Capital assets (continued)

Equipment and leasehold improvements of the government are depreciated using the straight-line method 
over the following estimated useful lives:
                

Buildings and improvements 20 to 50 years
Furniture and equipment   5 to 10 years

Deferred outflows/inflows of resources

In addition to assets, the statement of financial position will sometimes report a separate section for deferred 
outflows of resources. This separate financial statement element, deferred outflows of resources, represents 
a consumption of net position that applies to a future period(s) and so will not be recognized as an outflow 
of resources (expense/expenditure) until then.

In addition to liabilities, the statement of financial position will sometimes report a separate section for 
deferred inflows of resources. This separate financial statement element, deferred inflows of resources, 
represents an acquisition of net position that applies to a future period(s) and so will not be recognized as an 
inflow of resources (revenue) until that time.    
  
Long-term liabilities

In the government-wide financial statements, and proprietary fund types in the fund financial statements, 
long-term debt and other long-term obligations are reported as liabilities in the applicable governmental 
activities, business-type activities, or proprietary fund type statement of net position.  Bond premiums and 
discounts are deferred and amortized over the life of the bonds using the straight-line method.  Bonds 
payable are reported net of the applicable bond premium or discount. 

In the fund financial statements, governmental fund types recognize premiums and discounts, as well as 
issuance costs, during the current period.  The face amount of the debt issued is reported as other financing 
sources.  Premiums received on debt issuances are reported as other financing sources while discounts on 
debt issuances are reported as other financing uses.  Issuance costs, whether or not withheld from the actual 
debt proceeds received, are reported as debt service expenditures. 

Net position flow assumption

The School may fund outlays for a particular purpose from both restricted and unrestricted resources.  In 
order to calculate the amounts to report as restricted—net position and unrestricted—net position in the 
government-wide and proprietary fund financial statements, a flow assumption must be made about the order 
in which the resources are considered to be applied.  It is the School’s policy to consider restricted—net 
position to have been depleted before unrestricted—net position is applied.
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BANNING LEWIS RANCH ACADEMY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2017

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

E. ASSETS, LIABILITIES, DEFERRED OUTFLOWS/INFLOWS OF RESOURCES, AND 
    NET POSITION/FUND BALANCE (CONTINUED)

Fund balance classification

The governmental fund financial statements present fund balances based on classifications that comprise a 
hierarchy that is based primarily on the extent to which the School is bound to honor constraints on the 
specific purposes for which amounts in the respective governmental funds can be spent. The classifications 
available to be used in the governmental fund financial statements are as follows:

Nonspendable – This classification includes amounts that cannot be spent because they are either (a) not in  
spendable form or (b) are legally or contractually required to be maintained intact. 

Restricted – This classification includes amounts for which constraints have been placed on the use of the 
resources either (a) externally imposed by creditors (such as through a debt covenant), grantors, 
contributors, or laws or regulations of other governments, or (b) imposed by law through constitutional 
provisions or enabling legislation. 

Committed – This classification includes amounts that can be used only for specific purposes pursuant to 
constraints imposed by formal action of the Board of Directors. These amounts cannot be used for any other 
purpose unless the Board of Directors removes or changes the specified use by taking the same type of 
action that was used when the funds were initially committed. This classification also includes contractual 
obligations to the extent that existing resources have been specifically committed for use in satisfying those 
contractual requirements. 

Assigned – This classification includes amounts that are constrained by the School’s intent to be used for a 
specific purpose but are neither restricted nor committed. This intent can be expressed by the Board of 
Directors or through the Board of Directors delegating this responsibility to management through the 
budgetary process.  This classification also includes the remaining positive fund balance for any 
governmental funds except for the General Fund. 

Unassigned – This classification includes the residual fund balance for the General Fund. The unassigned 
classification also includes negative residual fund balance of any other governmental fund that cannot be 
eliminated by offsetting of Assigned fund balance amounts. 

The School would typically use Restricted fund balances first, followed by Committed resources, and then 
Assigned resources, as appropriate opportunities arise, but reserves the right to selectively spend Unassigned 
resources first to defer the use of these other classified funds.
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NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2017

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

F.  REVENUES AND EXPENDITURES/EXPENSES

Program revenues

Amounts reported as program revenues include 1) charges to customers for goods, services, or privileges 
provided, 2) operating grants and contributions, and 3) capital grants and contributions.  Internally dedicated 
resources are reported as general revenues rather than as programs revenues.  Likewise, general revenues 
include all state equalization.

Compensated absences

It is the School’s policy to permit employees to accumulate vacation time. Accrued vacation time may not be 
carried into the next fiscal year; therefore, a liability for these benefits has not been reflected in these 
financial statements.  

Proprietary funds operating and non-operating revenues and expenses

Proprietary funds distinguish operating revenues and expenses from non-operating items.  Operating 
revenues and expenses generally result from providing services and delivering goods in connection with a 
proprietary fund’s principal ongoing operations.  The principal operating revenue of the School’s enterprise 
fund is rental income.  Operating expenses for the enterprise fund includes interest expense.  All revenues 
and expenses not meeting this definition are reported as non-operating revenues and expenses.

G. ESTIMATES

The preparation of financial statements in conformity with generally accepted accounting principles in the 
United States of America requires management to make estimates and assumptions that affect certain 
reported amounts and disclosures.  Accordingly, actual results could differ from those estimates.

NOTE 2 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

BUDGET INFORMATION

Annual budgets are adopted on a basis consistent with generally accepted accounting principles for all 
funds.  All annual appropriations lapse at fiscal year end.  The operating budget includes proposed 
expenditures and the means of financing them for the upcoming year, along with estimates for the current 
year and actual data for the preceding year.
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BANNING LEWIS RANCH ACADEMY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2017

NOTE 2 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY (CONTINUED)

BUDGET INFORMATION (CONTINUED)

Budgets are required by Colorado State Statute for all funds.  During April, management submits to the 
Board of Directors a proposed budget for all funds for the fiscal year commencing the following July 1.  The 
budget includes proposed expenditures and the means of financing them.  Public hearings are conducted by 
the Board of Directors to obtain taxpayer comments.  Prior to June 30, the budget is adopted by formal 
resolution.  

Formal budgetary integration is employed as a management control device during the year for the 
Governmental funds.  The appropriated budget is prepared by fund.  The legal level of control is the fund 
level.

Expenditures may not legally exceed appropriations at the fund level.  Revisions that alter the total 
expenditures of any fund must be approved by the Board of Directors.

Appropriations are based on total funds expected to be available in each budget year, including beginning 
fund balances and reserves as established by the Board of Directors.  Variances between budget and actual 
result from the non-expenditure of reserves, nonoccurrence of anticipated events, and normal operating 
variances.  The Board of Directors may authorize supplemental appropriations during the year.  For 
budgetary management purposes, funds are appropriated for capital outlays. 

NOTE 3 – DEPOSITS AND INVESTMENTS

Cash deposits with financial institutions

Custodial credit risk—deposits. Custodial credit risk is the risk that, in the event of a bank failure, the 
School’s deposits might not be recovered.  The Colorado Public Deposit Protection Act (PDPA) requires 
that all units of local government deposit cash in eligible public depositories.  Eligibility is determined by 
state regulations.  Amounts on deposit in excess of federal insurance levels must be collateralized by eligible 
collateral as determined by the PDPA.  PDPA allows the financial institution to create a single collateral 
pool for all public funds held.  The pool is to be maintained by another institution, or held in trust for all the 
uninsured pubic deposits as a group.  The market value of the collateral must be at least equal to 102% of 
the uninsured deposits.

The carrying amount of the School’s deposits at June 30, 2017 was $1,368,329 and the bank balances were 
$1,419,774. Of the bank balances, $250,000 was covered by federal deposit insurance and $1,169,774 was 
uninsured but collateralized in accordance with the provisions of the PDPA.  The collateral is pooled and 
held in trust for all uninsured deposits as a group.
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BANNING LEWIS RANCH ACADEMY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2017

NOTE 3 – DEPOSITS AND INVESTMENTS (CONTINUED)

Investments

Credit Risk

The School is authorized by Colorado statutes to invest in the following:

 Obligations of the United States and certain U.S. government agencies’ securities;
 Certain international agencies’ securities;
 General obligation and revenue bonds of U.S. local government entities;
 Bankers’ acceptances of certain banks;
 Certain commercial paper;
 Local government investment pools;
 Written repurchase agreements collateralized by certain authorized securities;
 Certain money market fund;
 Guaranteed investment contracts.

State law limits investments to those described above. The School does not have an investment policy that 
would further limit its investment choices.

At June 30, 2017 the School’s investment balances were as follows:

Investment Maturities Fair Value

CSAFE Less than 60 days $ 8,215,207

The Colorado Surplus Asset Fund Trust (CSAFE) is an investment vehicle established for local government 
entities in Colorado to pool surplus funds.  The Colorado Division of Securities administers and enforces the 
requirement of creating and operating CSAFE.  CSAFE is rated AAAm by the Standard and Poor’s 
Corporation.  Investments of CSAFE are limited to those allowed by State Statutes.  A designated custodial 
bank provides safekeeping and depository services in connection with the direct investment and withdrawal 
functions.  The custodian’s internal records identify the investments owned by the participating 
governments.

All of the investment balances were restricted for debt service and capital construction.

Interest Rate Risk: State law limits maturities for US Treasuries and US Agencies to no more than five years 
from the date of purchase.  The School does not have a formal investment policy that would further limit 
investment maturities as a means of managing its exposure to fair value losses from increasing interest rates.  
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BANNING LEWIS RANCH ACADEMY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2017

NOTE 4 – INTERFUND RECEIVABLES AND PAYABLES

All interfund receivables and payables are created in conjunction with the School’s pooled cash account.  
Balances are routinely cleared as a matter of practice.  

The composition of interfund balances at June 30, 2017 is as follows:

Receivable Fund Payable Fund Amount

General Fund Building Company $ 615,475

The primary government had $124,691 due to the Agency fund at June 30, 2017.

NOTE 5 - CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2017 was as follows:

Beginning
Balance Additions Deletions

Ending
Balance

Governmental Activities

Capital assets, being depreciated:
Furniture and equipment $ 957,530 $ 306,031 $ - $ 1,263,561

Less accumulated depreciation for:
Furniture and equipment 693,404 80,904 - 774,308

Governmental activities capital assets, net $ 264,126 $ 225,127 $ - $ 489,253

Business-type Activities

  Capital assets, not being depreciated
Construction in progress $ 329,610 $ 15,777,022 $ - $ 16,106,632

Capital assets, being depreciated:
Building and improvements 6,027,522 - 200,364 5,827,158
Furniture and equipment 371,021 66,625 - 437,646

Total depreciable assets 6,398,543 66,625 200,364 6,264,804

Less accumulated depreciation for:
Building and improvements 1,193,211 121,329 39,732 1,274,808
Furniture and equipment 244,558 13,472 - 258,030

Total accumulated depreciation 1,437,769 134,801 - 1,532,838

  Total capital assets being depreciated, net 4,960,774 (68,176) 160,632 4,731,966

Business-type activities capital assets, net $ 5,290,384 $ 15,708,846 $ 160,632 $ 20,838,598

Depreciation expense was charged to functions/programs of governmental 
activities as follows:

  
Governmental activities
     Instruction $ 80,904
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BANNING LEWIS RANCH ACADEMY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2017

NOTE 6 – LONG-TERM LIABILITIES

Building Company Loan Principal  
Balance

On September 1, 2016, the Colorado Educational and Cultural Facilities Authority
(CECFA) issued $28,355,000 Charter School Revenue Bonds, Series 2016.  Bond proceeds 
were loaned to the Building Company under a mortgage and loan agreement to refund the 
Charter School Revenue Bonds, Series 2006 with an outstanding amount of $6,955,000 as 
of June 1, 2016, to complete the building facility and improvements. The School is 
obligated under a lease agreement to make monthly lease payments to the Building 
Company for use of the facilities. The Building Company is required to make loan 
payments to the Trustee, for payment of the bonds. Interest payments are made in semi-
annual installments at an interest rate of 6.00 to 7.00%. Principal payments are due 
annually on December 15 through 2047. $ 28,355,000

Annual debt service requirements to maturity for the note payable are as follows:

Business-Type Activities
Fiscal Year

Ending June 30 Principal Interest

2018 $ - $ 1,677,350
2019 85,000 1,674,588
2020 145,000 1,667,787
2021 475,000 1,650,950
2022 430,000 1,757,451

2023 – 2027 2,385,000 8,603,961
2028 – 2032 3,270,000 7,727,213
2033 – 2037 4,465,000 6,526,514
2038 – 2042       6,165,000         4,828,337
2042 – 2047     10,935,000 2,263,688

Total $ 28,355,000 $ 38,377,839

Long-term liability activity for the year ended June 30, 2017 was as follows:

Beginning Ending Due Within
Balance Additions Reductions Balance One Year

Business-type activities:

2006 Note payable $ 6,955,000 $ - $ 6,955,000 $ - $ -

2016 Bond payable                    -     28,355,000 - 28,355,000 -
-              

Total $ 6,955,000 $ 28355,000 $ 6,955,000 $ 28,355,000 $                -          
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BANNING LEWIS RANCH ACADEMY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2017

NOTE 7 – OPERATING LEASES

On May 30, 2014, the School entered into a lease agreement as lessee for financing copier equipment. The 
lease requires payments of $1,873 per month. The lease expense for the year ended June 30, 2017 was 
$22,428.

On May 30, 2014, the School entered into a lease for a custom print program which qualifies as an operating 
lease. The lease term will terminate on May 30, 2017. The lease requires payments of $750 per month. The 
rental expense for the year ended June 30, 2017 was $19,852.

NOTE 8 – MANAGEMENT AGREEMENT

On June 19, 2015, the School executed a consent agreement which assigned all of is prior management 
company’s rights, title and interest in a 2005 management agreement to Pansophic, a designee of Tatonka 
Capital Corporation (Tatonka). Pansophic assumed all of the prior management company’s duties and 
obligations under that agreement following the assignment. In January 2016 a new management agreement 
was executed with Accel Schools Colorado LLC (ACCEL).  

Under the terms of the new agreement, the School is required to pay ACCEL an annual fee for services 
performed. The fee is 10% of total state equalization and state and federal grants received for the year. The 
administrative fees earned by ACCEL for the year ended June 30, 2017 were $566,128.

NOTE 9 - RISK MANAGEMENT

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

The School carries commercial insurance for these risks of loss, including worker’s compensation and 
employee health and accident insurance.  Settled claims resulting from these risks have not exceeded 
commercial insurance coverage during the last three fiscal years.

NOTE 10 – CONCENTRATION OF RISK

The School is funded directly by Falcon School District 49 (the District) based on the District’s per pupil 
funding.  For the fiscal year ended June 30, 2017, this funding along with pass-through grant funding 
accounted for approximately 95% of the School’s revenues.
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JUNE 30, 2017

NOTE 11 - COMMITMENTS AND CONTINGENCIES

Grants

The School has received federal and state grants for specific purposes that are subject to review and audit by 
the grantor agencies.  Such audits could lead to a request for reimbursement to grantor agencies for 
expenditures disallowed under terms of the grant.  However, in the opinion of the School, any such 
adjustments will not have a material adverse affect on the financial position of the School.

Site Lease

On May 1, 2006, the Building Company entered into a site lease agreement with the District.  Under the 
agreement, the District retains fee simple ownership of the land upon which the School’s facilities are 
located through May 1, 2041.  The Building Company will retain a leasehold interest in the land through the 
term of the agreement, at which time ownership of the land and facilities vests with the District.  The 
agreement also provides that the School will retain possession of the School facilities following termination 
of the site lease agreement as long as the School continues to operate as a charter school.

Construction commitments

The District has active construction projects as of June 30, 2017.  The projects include building remodeling 
and roof replacement.  At year end the government’s commitments with contractors are as follows:

Project Spent-to-Date
Remaining 

commitment

School building construction and improvements $14,466,376 $ 2,135,382

These remaining commitments are being funded by project funds in the Building Company fund. 

NOTE 12 – COMPLIANCE

The School has complied with the requirements of the Financial Policies and Procedures Handbook for the 
2017 audit period as required by Colorado Statute CRS 22-44-204(3).

NOTE 13 - AMENDMENT TO COLORADO CONSTITUTION

Colorado voters passed an amendment to the State Constitution, Article X, Section 20, which has several 
limitations, including revenue raising, spending abilities and other specific requirements of state and local 
governments.  

The amendment requires emergency reserves be established.  These reserves must be at least 3% of fiscal 
year spending.  The School is not allowed to use the emergency reserves to compensate for economic 
conditions, revenue shortfalls or salary and benefit increases. At June 30, 2017 there is a $187,000  
reservation of fund balance in the General Fund for the amendment.  

The Amendment is complex and subject to judicial interpretation.  The School believes it is in compliance 
with the requirements of the amendment.  However, the School has made certain interpretations of the 
amendment’s language in order to determine its compliance.
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BANNING LEWIS RANCH ACADEMY

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

BUDGET AND ACTUAL

GENERAL FUND

FOR THE YEAR ENDED JUNE 30, 2017

Budgeted Amounts Final Budget -

Original Final

Actual 

Amounts

Positive 

(Negative)

REVENUES

Local sources:

Other local sources 219,852$    287,200$    464,498$    177,298$     

Interest on investments 2,500          2,500          428 (2,072)          

Insurance Claims -                 271,745      -                 (271,745)      

Total local sources 222,352      561,445      464,926      (96,519)        

State sources:

State equalization 5,326,116 5,438,872   5,439,180   308              

Capital construction grant 179,100 206,974      213,435      6,461           

Other state sources 8,153          8,153          12,367        4,214           

Total state sources 5,513,369   5,653,999   5,664,982   10,983         

Federal sources

Other federal sources 54,000 59,000        20,762        (38,238)        

Total federal sources 54,000        59,000        20,762        (38,238)        

Total revenues 5,789,721   6,274,444   6,150,670   (123,774)      

EXPENDITURES

 Instruction 2,788,253 2,798,114   2,785,373   12,741         

 Pupil services 427,488 444,670      401,010      43,660         

 Instructional staff 313,633 318,400      330,078      (11,678)        

 General administration 311,868 312,928      296,977      15,951         

School administration 499,471 511,330      499,921      11,409         

 Business services 168,484 210,325      220,843      (10,518)        

 Operation and maintenance 1,031,978 891,966      1,530,320   (638,354)      

 Central support services 205,184 184,979      202,781      (17,802)        

 Other services 31,137 328,877      29,142 299,735       

Total expenditures 5,777,496   6,001,589   6,296,445   (294,856)      

Net change in fund balance 12,225        272,855      (145,775)    (418,630)      

Fund balance - beginning 1,769,884   1,803,358   1,980,825   177,467       

Fund balance - ending 1,782,109$ 2,076,213$ 1,835,050$ (241,163)$    

See the accompanying Independent Auditors' Report.
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BANNING LEWIS RANCH ACADEMY

SCHEDULE OF CHANGES IN FIDUCIARY ASSETS AND LIABILITIES
AGENCY FUND

FOR THE YEAR ENDED JUNE 30, 2017

Balance Balance

June 30, June 30,

2016 Additions Deletions 2017

ASSETS

Due from other funds 120,881$       94,876$         91,066$         124,691$       

Total assets 120,881$       94,876$         91,066$         124,691$       

LIABILITIES

Payable to student organizations 120,881$       94,876$         91,066$         124,691$       

Total liabilities 120,881$       94,876$         91,066$         124,691$       

See the accompanying Independent Auditors' Report.
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Board of Directors 
Broadway Academy 
3398 E. 55th Street 
Cleveland, Ohio 44127 
 
 
We have reviewed the Independent Auditor’s Report of the Broadway Academy, Cuyahoga 
County, prepared by Rea & Associates, Inc., for the audit period July 1, 2018 through June 30, 
2019.  Based upon this review, we have accepted these reports in lieu of the audit required by 
Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying financial 
statements and, accordingly, we are unable to express, and do not express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Broadway Academy is responsible for 
compliance with these laws and regulations. 
 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
January 29, 2020  
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December 15, 2019 
 
To the Board of Directors  
Broadway Academy 
Cuyahoga County, Ohio 
3398 E. 55th Street 
Cleveland, Ohio 44127 
 

Independent Auditor's Report 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Broadway Academy, Cuyahoga County, 
Ohio, (the “School”) as of and for the year ended June 30, 2019, and the related notes to the financial 
statements, which collectively comprise the School’s basic financial statements as listed in the table of 
contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the School’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the School’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating 
the appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
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Broadway Academy 
Independent Auditor’s Report 
Page 2 of 2 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the School, as of June 30, 2019, and the changes in its financial position and its cash 
flows for the year then ended in accordance with accounting principles generally accepted in the United 
States of America. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the School’s Proportionate Share of the Net Pension Liability, 
Schedule of the School’s Contributions-Pension, Schedule of the School’s Proportionate Share of the Net 
OPEB Liability/(Asset), and Schedule of the School’s Contributions-OPEB as listed in the table of 
contents be presented to supplement the basic financial statements. Such information, although not a part 
of the basic financial statements, is required by the Governmental Accounting Standards Board who 
considers it to be an essential part of financial reporting for placing the basic financial statements in an 
appropriate operational, economic, or historical context. We have applied certain limited procedures to 
the required supplementary information in accordance with auditing standards generally accepted in the 
United States of America, which consisted of inquiries of management about the methods of preparing the 
information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic 
financial statements. We do not express an opinion or provide any assurance on the information because 
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance. 
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated December 15, 
2019 on our consideration of the School’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the School’s internal control over financial reporting or on compliance. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards in considering the 
School’s internal control over financial reporting and compliance. 

             
      Medina, Ohio 
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The discussion and analysis of Broadway Academy’s (the School) financial performance provides an 
overall review of the School’s financial activities for the fiscal year ended June 30, 2019.  The intent of 
this discussion and analysis is to look at the School’s financial performance as a whole; readers should 
also review the financial statements and the notes to the financial statements to enhance their 
understanding of the School’s financial performance.  
 
The Management’s Discussion and Analysis (MD&A) is an element of the reporting model adopted by 
the Governmental Accounting Standards Board (GASB) in their Statement No. 34 Basic Financial 
Statements – and Management’s Discussion and Analysis – for State and Local Governments issued 
June 1999.  Certain comparative information between the current year and the prior year is required to be 
presented in the MD&A.  
 
Financial Highlights 
 

• In total, Net Position increased $247,007 which represents a 10 percent change from 2018.  
 

• Total assets increased by $77,069 during 2019. 
 

• Total liabilities decreased by $927,668 during 2019. 
 

• Operating revenues and expenses increased by $399,118 and $1,305,704, respectively.  
 

The net pension liability (NPL) is the largest single liability reported by the School at June 30, 2019, and 
is reported pursuant to GASB Statement 68, Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27.   In a prior period, the School also adopted GASB Statement 75, 
Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions.  For reasons 
discussed below, many end users of this financial statement will gain a clearer understanding of the 
School’s actual financial condition by adding deferred inflows related to pension and OPEB, the net 
pension liability and the net OPEB liability to the reported net position and subtracting deferred outflows 
related to pension and OPEB and the net OPEB asset. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension/OPEB liability.  GASB 68 and GASB 75 take an 
earnings approach to pension and OPEB accounting; however, the nature of Ohio’s statewide 
pension/OPEB plans and state law governing those systems requires additional explanation in order to 
properly understand the information presented in these statements. 

 
GASB 68 and GASB 75 require the net pension liability and the net OPEB asset/liability to equal the 
School’s proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service.  

2 Minus plan assets available to pay these benefits. 
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GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, 
benefits, and the promise of a future pension and other postemployment benefits.  GASB noted that the 
unfunded portion of this promise is a present obligation of the government, part of a bargained-for benefit 
to the employee, and should accordingly be reported by the government as a liability since they received 
the benefit of the exchange.  However, the School is not responsible for certain key factors affecting the 
balance of these assets/liabilities.  In Ohio, the employee shares the obligation of funding pension benefits 
with the employer.  Both employer and employee contribution rates are capped by State statute.  A 
change in these caps requires action of both Houses of the General Assembly and approval of the 
Governor.  Benefit provisions are also determined by State statute.  The Ohio revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients.  The retirement 
systems may allocate a portion of the employer contributions to provide for these OPEB benefits. 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a 
specific, legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension/OPEB plan as against the public employer.  State law 
operates to mitigate/lessen the moral obligation of the public employer to the employee, because all 
parties enter the employment exchange with notice as to the law.  For STRS, the plan’s fiduciary net 
OPEB position was sufficient to cover the plan’s total OPEB liability resulting in a net OPEB asset for 
fiscal year 2019 that is allocated to each school based on its proportionate share. The retirement system is 
responsible for the administration of the pension and OPEB plans.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability reported by the retirement boards. As 
explained above, changes in benefits, contribution rates, and return on investments affect the balance of 
these liabilities, but are outside the control of the local government.  In the event that contributions, 
investment returns, and other changes are insufficient to keep up with required payments, State statute 
does not assign/identify the responsible party for the unfunded portion.  Due to the unique nature of how 
the net pension liability and the net OPEB liability are satisfied, these liabilities are separately identified 
within the long-term liability section of the statement of net position. 
 
In accordance with GASB 68 and GASB 75, the School’s statements include an annual pension expense 
and an annual OPEB expense for their proportionate share of each plan’s change in net pension liability 
and net OPEB asset/liability, respectively, not accounted for as deferred inflows/outflows.  
 
Using this Financial Report 
 
This report consists of required supplementary information, financial statements, and notes to the 
financial statements and notes to the required supplementary information. The financial statements 
include a Statement of Net Position, a Statement of Revenues, Expenses and Changes in Net Position, and 
a Statement of Cash Flows. 
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Statement of Net Position 
 

The Statement of Net Position answers the question of how well the School performed financially during 
fiscal year 2019. This statement includes all assets, deferred outflows of resources, liabilities, deferred 
inflows of resources, and net position, both financial and capital, and current and long-term, using the 
accrual basis of accounting, which is the accounting used by most private-sector companies. This basis of 
accounting takes into account all revenues and expenses during the year, regardless of when the cash is 
received or expended.  
 
Table 1 provides a summary of the School’s Net Position for fiscal year 2019 and fiscal year 2018. 
 

2019 2018 Change
Assets
Current Assets 88,079$         67,732$         20,347$         
Net OPEB Asset 56,722 0 56,722
Total Assets 144,801 67,732 77,069

Deferred Outflows 654,728 953,196 (298,468)

Liabilities
Current Liabilities 67,658 28,816 38,842
Long Term Liabilities 1,699,066 2,665,576 (966,510)
Total Liabilities 1,766,724 2,694,392 (927,668)

Deferred Inflows 1,228,652 769,390 459,262

Net Position
Unrestricted (2,195,847) (2,442,854) 247,007
Total Net Position (2,195,847)$    (2,442,854)$    247,007$       

Statement of Net Position
(Table 1)

 
 
Current assets and current liabilities increased primarily due to an increase in grant funding receivable 
and payable for federal and state grants due to the timing of grant drawdowns.  
 
There was a significant change in net pension/OPEB liability/asset for the School.  These fluctuations are 
due to changes in the actuarial liabilities/assets and related accruals that are passed through to the 
School’s financial statements  All components of pension and OPEB accruals contribute to the 
fluctuations in deferred outflows/inflows and NPL/NOL/NOA and are described in more detail in their 
respective notes. 
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Statement of Revenues, Expenses, and Changes in Net Position 
 
Table 2 shows the change in Net Position for fiscal years 2019 and 2018. 
 

2019 2018 Change

Operating Revenue 1,342,807$     943,689$       399,118$       
Non-Operating Revenue 728,990 494,363 234,627
Total Revenue 2,071,797 1,438,052 633,745

Operating Expenses 1,824,790 519,086 1,305,704

Change in Net Position 247,007$       918,966$       (671,959)$      

(Table 2)
Change in Net Position

 
 

The School’s operating and non-operating revenues in 2019 were based on the School’s full-time 
equivalent (FTE) and the School’s federal grant funding received throughout the year. The increase in 
School’s revenue was primarily caused by the increase in student enrollment. The School’s most 
significant expenses, “Purchased Services: Management Fees” and “Purchased Services: Federal Grant 
Programs” are a result of the management agreement in place between the School and Chippewa 
Community School, LLC. The agreement provides that specific percentages of the revenues received by 
the School will be paid to Chippewa Community School, LLC to fund operations (see notes to the 
financial statements, note 8).  
 
The changes in pension and OPEB expenses are primarily associated to changes in the School’s 
proportionate share of the net pension liability, net OPEB liability/asset and related accruals. As 
previously indicated, these items are explained in detail within their respective notes. 
 
Current Financial Issues 
 
Broadway Academy received revenue for 162 students in 2019 compared to 111 in 2018. State law 
governing community schools allows for the School to have open enrollment across traditional school 
district boundaries.   
 
The School receives its support almost entirely from state aid.  Per pupil revenue from state aid for the 
School averaged $8,289 in fiscal year 2019. The School receives additional revenue from grant subsidies. 
 
Although there is a possibility that state aid will be cut in future years due to the economic climate, the 
School feels that the relationship with the management company will insulate them from any significant 
change. The relationship brings stability to the School since specific percentages of revenues are payable 
to the management company (see notes to the financial statements, note 8).  
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Contacting the School’s Financial Management 
 
This financial report is designed to provide our readers with a general overview of the School’s finances 
and to show the School’s accountability for the money it receives.  If you have questions about this report 
or need additional information, contact the Fiscal Officer at 3320 West Market Street, Suite 300, 
Fairlawn, Ohio  44333. 
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ASSETS

Current Assets
Cash and Cash Equivalents 15,177$                      
Accounts Receivable 2,889
Grant Funding Receivable 70,013
Total Current Assets 88,079

Noncurrent Assets
Net OPEB Asset 56,722
Total Noncurrent Assets 56,722

Total Assets 144,801

DEFERRED OUTFLOWS OF RESOURCES
Pension 541,001
OPEB 113,727
Total Deferred Outflows of Resources 654,728

LIABILITIES

Current Liabilities
Accounts Payable 1,674
Grant Funding Payable 65,984
Total Current Liabilities 67,658

Long Term Liabilities
Net Pension Liability 1,406,564
Net OPEB Liability 292,502
Total Long Term Liabilities 1,699,066

Total Liabilities 1,766,724

DEFERRED INFLOWS OF RESOURCES
Pension 991,607
OPEB 237,045
Total Deferred Inflows of Resources 1,228,652

NET POSITION
Unrestricted Net Position (2,195,847)
Total Net Position (2,195,847)$                

Statement of Net Position
Cuyahoga County, Ohio

Broadway Academy

June 30, 2019

8
See accompanying notes to the basic financial statements.
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OPERATING REVENUES

State Basic Aid 1,303,853$                  
Facilities Aid 31,638
Casino Revenue 7,316

Total Operating Revenues 1,342,807

OPERATING EXPENSES

Purchased Service: Management Fees 1,268,717
Purchased Service: Federal Grant Programs 706,724
Purchased Service: State Grant Programs 4,076
Pension & OPEB (265,505)
Sponsorship Fees 39,110
Board Of Education 10,191
Accounting & Auditing 27,364
Legal 26,848
Insurance: D&O & Liability 7,265

Total Operating Expenses 1,824,790

Operating Income (Loss) (481,983)

NON-OPERATING REVENUE

Federal and State Grants 710,800
Miscellaneous 18,190

Total Non-Operating Revenue 728,990

Change in Net Position 247,007

Net Position Beginning of Year (2,442,854)

Net Position End of Year (2,195,847)$                

Statement of Revenues, Expenses, and Changes in Net Position
For the Fiscal Year Ended June 30, 2019

Broadway Academy
Cuyahoga County, Ohio

9
See accompanying notes to the basic financial statements.
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INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH FLOWS FROM OPERATING ACTIVITIES

Cash Received From State Aid 1,342,807$                   
Cash Payments To Management Company (1,984,561)
Cash Payments to Sponsor (39,110)
Other Cash Payments (64,528)

 
Net Cash Used For Operating Activities (745,392)

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Cash Received From Grant Programs 710,800
Cash Received From Miscellaneous Sources 18,190

Net Cash Received From Noncapital Financing Activities 728,990

Net Decrease In Cash And Cash Equivalents (16,402)

Cash And Cash Equivalents At Beginning Of Year 31,579
                                       

Cash And Cash Equivalents At End Of Year 15,177$                        
                                       

RECONCILIATION OF OPERATING LOSS TO NET CASH
USED FOR OPERATING ACTIVITIES

Operating Income/(Loss) (481,983)$                     

ADJUSTMENTS TO RECONCILE OPERATING LOSS TO NET
CASH USED FOR OPERATING ACTIVITIES

Changes In Assets, Liabilities, And Deferred Outflows/Inflows Of Resources:
Accounts Receivable 199
Prepaid 7,140
Deferred Outflows Of Resources 298,468
Deferred Inflows Of Resources 459,262
Net OPEB Asset (56,722)
Net Pension/OPEB Liability (966,510)
Accounts Payable (5,246)

 
Total Adjustments (263,409)

                                       
Net Cash Used For Operating Activities (745,392)$                     

For the Fiscal Year Ended June 30, 2019

Broadway Academy
Cuyahoga County, Ohio
Statement of Cash Flows

10
See accompanying notes to the basic financial statements.
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NOTE 1 - DESCRIPTION OF THE SCHOOL AND REPORTING ENTITY 
 

Broadway Academy (the School) is a state nonprofit corporation established pursuant to Ohio Rev. Code 
Chapters 3314 and 1702 to maintain and provide a school exclusively for any educational, literary, scientific 
and related teaching service. The School, which is part of the State’s education program, is independent of 
any school district.  The School may sue and be sued, acquire facilities as needed, and contract for any 
services necessary for the operation of the School. The School contracts with Chippewa Community 
School, LLC for most of its functions (see note 8). Chippewa Community School, LLC is under ownership 
of ACCEL Schools Ohio, LLC. 

 
The School signed a contract with St. Aloysius Orphanage (Sponsor) to operate through June 30, 2025. The 
School operates under a self-appointing, five-member Board of Directors (the Board). The School’s Code 
of Regulations specify that vacancies that arise on the Board will be filled by the appointment of a successor 
director by a majority vote of the then existing directors. The Board is responsible for carrying out the 
provisions of the contract with the Sponsor which include, but are not limited to, state-mandated provisions 
regarding student population, curriculum, academic goals, performance standards, admission standards, and 
qualifications of teachers. The School has one instructional/support facility, which is leased by Chippewa 
Community School, LLC. The facility is staffed with teaching personnel employed by Chippewa 
Community School, LLC, who provide services to approximately 162 students. 

 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The financial statements of the School have been prepared in conformity with generally accepted 
accounting principles as applied to governmental nonprofit organizations. The Governmental Accounting 
Standards Board (GASB) is the accepted standard-setting body for establishing governmental accounting 
and financial reporting principles. The more significant of the School’s accounting policies are described 
on the following pages. 
 
Basis of Presentation 

 
The School’s financial statements consist of a Statement of Net Position, a Statement of Revenues, 
Expenses and Changes in Net Position, and a Statement of Cash Flows. Enterprise fund reporting focuses 
on the determination of the change in Net Position, financial position and cash flows. 
 
Auditor of State of Ohio Bulletin No. 2000-005 requires the presentation of all financial activity to be 
reported within one enterprise fund for year-end reporting purposes. Enterprise accounting is used to 
account for operations that are financed and operated in a manner similar to private business enterprises 
where the intent is that the costs (expenses) of providing goods or services to the general public on a 
continuing basis be financed or recovered primarily through user charges. 
 
Measurement Focus and Basis of Accounting 

 
The accounting and financial reporting treatment applied to a fund is determined by its measurement focus.  
Enterprise accounting uses a flow of economic resources measurement focus.  With this measurement 
focus, all assets and deferred outflows of resources as well as all liabilities and deferred inflows of resources 
are included on the Statement of Net Position.  Operating statements present increases (i.e., revenues) and 
decreases (i.e., expenses) in Net Position. The accrual basis of accounting is utilized for reporting purposes.  
Revenues are recognized when they are earned, and expenses are recognized when they are incurred. 
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Budgetary Process 

 
Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C).  However, unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter 5705, unless specifically provided in the contract between the School and its Sponsor. The contract 
between the School and its Sponsor does not require the School to follow the provisions Ohio Revised Code 
Chapter 5705; therefore, no budgetary information is presented in the basic financial statements.   
 
Cash and Cash Equivalents 

 
All cash received by the School is maintained in a demand deposit account.  
 
Intergovernmental Revenues 

 
The School currently participates in the State Foundation Program, facilities aid, and casino tax 
distributions which are reflected under “Operating revenues” on the Statement of Revenues, Expenses, and 
Changes in Net Position.  Revenues received from these programs are recognized as operating revenue in 
the accounting period in which all eligibility requirements have been met. 

 
Non-exchange transactions, in which the School receives value without directly giving equal value in 
return, include grants, entitlements, and contributions. Grants, entitlements, and contributions are 
recognized as non-operating revenues in the accounting period in which all eligibility requirements have 
been met. 

 
Eligibility requirements include timing requirements, which specify the year when the resources are 
required to be used or the fiscal year when use is first permitted; matching requirements, in which the 
School must provide local resources to be used for a specified purpose; and expenditure requirements, in 
which the resources are provided to the School on a reimbursement basis.   

 
Capital Assets and Depreciation 

 
As of June 30, 2019, the School had no capital assets. 
 
Use of Estimates 

 
In preparing the financial statements, management is sometimes required to make estimates and 
assumptions that affect the reported amounts of assets and liabilities, the disclosure of contingent deferred 
outflows and deferred inflows at the date of the financial statements, and the reported amounts of revenues 
and expenses during the reporting period.  Actual results could differ from those estimates. 

 
Net Position 
 
Net Position represents the difference between assets and deferred outflows of resources, and liabilities and 
deferred inflows of resources. Net Position consists of unrestricted balances. The School applies restricted 
resources first when an expense is incurred for purposes for which both restricted and unrestricted net 
position is available. 
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Operating Revenues and Expenses 
 
Operating revenues are those revenues that are generated directly from the School’s primary activities. For 
the School, these revenues are primarily state aid payments. Operating expenses are necessary costs incurred 
to provide the goods and services that are the primary activities of the School. Revenues and expenses not 
meeting this definition are reported as non-operating. 

 
Pensions and Other Postemployment Benefits (OPEB) 
 
For purposes of measuring the net pension/OPEB asset/liability, deferred outflows of resources and 
deferred inflows of resources related to pension/OPEB, and pension/OPEB expense; information about the 
fiduciary net position of the pension/OPEB plans and additions to/deductions from their fiduciary net 
positon have been determined on the same basis as they are reported by the pension/OPEB plan.  For this 
purpose, benefit payments (including refunds of employee contributions) are recognized when due and 
payable in accordance with the benefit terms.  The pension/OPEB plans report investments at fair value. 

 
Deferred Outflows/Inflows of Resources  
 
In addition to assets, the statements of financial position will sometimes report a separate section for 
deferred outflows of resources. Deferred outflows of resources represent a consumption of net position that 
applies to a future period and will not be recognized as an outflow of resources (expense/expenditure) until 
then. For the School, deferred outflows of resources are reported on the statement of net position for pension 
and OPEB. The deferred outflows of resources related to pension and OPEB plans are explained in Notes 
11 and 12. 
 
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. For the School, deferred inflows of resources include 
pension and OPEB, which are reported on the statement of net position. (See Notes 11 and 12). 
 
NOTE 3 - IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES 

 
For the fiscal year ended June 30, 2019, the School has implemented Governmental Accounting Standards 
Board (GASB) Statement No. 83, Certain Asset Retirement Obligations and GASB Statement No. 88, 
Certain Disclosures Related to Debt, including Direct Borrowings and Direct Placements. 
 
GASB Statement No. 83 establishes criteria for determining the timing and pattern of recognition of a 
liability and a corresponding deferred outflow of resources for asset retirement obligations. The 
implementation of GASB Statement No. 83 did not have an effect on the financial statements of the School. 
 
GASB Statement No. 88 establishes additional financial statement note disclosure requirements related to 
debt obligations of governments, including direct borrowings and direct placements. The implementation 
of GASB Statement No. 88 did not have an effect on the financial statements of the School. 
 
NOTE 4 - DEPOSITS  

 
Protection of the School’s deposits is provided by the Federal Deposit Insurance Corporation (FDIC), by 
eligible securities pledged by the financial institution as security for repayment, or by the financial 
institutions participation in the Ohio Pooled Collateral System (OPCS), a collateral pool of eligible 
securities deposited with a qualified trustee and pledged to the Treasurer of State to secure the repayment 
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of all public monies deposited in the financial institution.  
 
NOTE 5 - GRANTS FUNDING RECEIVABLE/PAYABLE 
 
The School has recorded “Grant funding receivable” in the amount of $70,013 to account for the remainder 
of State and Federal awards allocated to the School, but not received as of June 30, 2019. 
 
Additionally, under the terms of the management agreement (see note 8), the School has recorded a liability 
to Chippewa Community School, LLC in the amount of $65,984 for 94 percent of any State and Federal 
Grant monies uncollected or unpaid to Chippewa Community School, LLC as of June 30, 2019. 
 
NOTE 6 - CAPITAL ASSETS AND DEPRECIATION 

 
For the year ended June 30, 2019, the School had no capital assets. 
 
NOTE 7 - RISK MANAGEMENT 

 
Property and Liability:  The School is exposed to various risks of loss related to torts; theft or damage to, 
and destruction of assets; errors and omissions; injuries to employees; and natural disasters. As part of its 
management agreement with Chippewa Community School, LLC, Chippewa Community School, LLC has 
contracted with an insurance company for property and general liability insurance pursuant to the 
management agreement (see note 8). There were no significant reductions in insurance coverage from the 
prior year and claims did not exceed coverage over the past three years. 

 
Director and Officer: Coverage has been purchased by the School with a $1,000,000 aggregate limit and a 
$5,000 or $10,000 deductible depending on the claim. 

 
NOTE 8 - AGREEMENT WITH CHIPPEWA COMMUNITY SCHOOL, LLC 

 
Effective March 2, 2011, the School entered into a management agreement (Agreement) with Chippewa 
Community School, LLC, which is an educational consulting and Management Company. Chippewa 
Community School, LLC is under the ownership of ACCEL Schools Ohio, LLC. The term of the 
Agreement with Chippewa Community School, LLC is for 4 years and will renew for two additional, 
successive five (5) year terms unless one party notifies the other party on or before  February 1st prior to 
the expiration of the then-current term of its intention to not renew the Agreement. Substantially all 
functions of the School have been contracted to Chippewa Community School, LLC. The contract has been 
automatically renewed through June 30, 2020. Chippewa Community School, LLC is responsible and 
accountable to the School’s Board of Directors for the administration and operation of the School. The 
School is required to pay Chippewa Community School, LLC a monthly continuing fee of 96 percent 
(amended to 95 percent effective April 2013) of the School's “Qualified Gross Revenues”, defined in the 
Agreement as all revenues and income received by the School except for charitable contributions and other 
miscellaneous revenue, and Chippewa Community School, LLC shall receive 100 percent of any and all 
grants or funding of any kind generated by Chippewa Community School, LLC, and its affiliates beyond 
the regular per pupil state funding received by the School, subject to any terms and conditions attached to 
the grants, if any.  The continuing fee is paid to Chippewa Community School, LLC based on the qualified 
gross revenues.  

 
The School had purchased service expenses for the year ended June 30, 2019, to Chippewa Community 
School, LLC, of $1,979,517 of which $65,984 was payable to Chippewa Community School, LLC at June 
30, 2019. Chippewa Community School, LLC will be responsible for all costs incurred in providing the 
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educational program at the School, which include but are not limited to, salaries and benefits of all 
personnel, curriculum materials, textbooks, library books, computers and other equipment, software, 
supplies, building payments, maintenance, capital, and insurance. 
 
NOTE 9 - SPONSORSHIP FEES 
 
Under Paragraph D(4) of the sponsor contract with St. Aloysius Orphanage, it states that the School “…shall 
pay to the Sponsor, the amount of 3 percent of all state funds received each year, in consideration for the 
time, organization, oversight, fees and costs of the Sponsor pursuant to this contract.”  Such fees are paid 
to the St. Aloysius Orphanage monthly.  As indicated on the Statement of Revenues, Expenses, and Changes 
in Net Position, the School incurred $39,110 in sponsorship fees to St. Aloysius Orphanage. 
 
NOTE 10 - MANAGEMENT COMPANY EXPENSES 
 
As of June 30, 2019, Chippewa Community School, LLC, under ownership of ACCEL Schools Ohio, LLC, 
and its affiliates incurred the following expenses on behalf of the School: 
 

 
 
Overhead charges are assigned to the School based on a percentage of FTE headcount.  These charges 
represent the indirect cost of services provided in the operation of the School.  Such services include, but 
are not limited to facilities management, equipment, operational support services, management and 
management consulting, board relations, human resources management, training and orientation, financial 
reporting and compliance, purchasing and procurement, education services, technology support, marketing 
and communications.  

 
NOTE 11 - DEFINED BENEFIT PENSION PLANS 
 
Net Pension Liability 
 
The net pension liability reported on the statement of net position represents a liability to employees for 
pensions. Pensions are a component of exchange transactions—between an employer and its employees—
of salaries and benefits for employee services.  Pensions are provided to an employee—on a deferred-
payment basis—as part of the total compensation package offered by an employer for employee services 
each financial period.  The obligation to sacrifice resources for pensions is a present obligation because it 

Regular 
Instruction

(1100 Function 
Codes)

Special 
Instruction

(1200 Function 
Codes)

Support 
Services

(2000 Function 
Codes)

Non-Instructional 
(3000 through 
7000 Function 

Codes)

Total

Salaries & Wages (100 Object Codes) 495,477$        46,316$          150,508$        -$                     692,301$      
Employees’ Benefits (200 Object Codes) 134,656          10,476            42,389            -                       187,521        
Professional & Technical Services (410 Object Codes) 164,485          17,581            231,017          -                       413,083        
Property Services (420 Object Codes) -                  -                  225,569          -                       225,569        
Utilities (450 Object Codes) -                  -                  64,721            -                       64,721          
Contracted Craft or Trade Services (460 Object Codes) -                  -                  -                  99,671                 99,671          
Transportation (480 Object Codes) -                  -                  4,521              -                       4,521            
Supplies (500 Object Codes) 49,464            1,101              29,224            -                       79,789          
Other Direct Costs (All Other Object Codes) -                  -                  111,689          -                       111,689        

Overhead -                  -                  138,664          -                       138,664        

Total Expenses 844,082$        75,474$          998,302$        99,671$               2,017,529$   

Direct Expenses: 

Indirect Expenses:
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was created as a result of employment exchanges that already have occurred. 
 

The net pension liability represents the School’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future events 
require adjusting this estimate annually.   

 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which pensions are financed; however, the School 
does receive the benefit of employees’ services in exchange for compensation including pension.  

 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form of 
withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State legislature.  Any resulting legislative change to benefits or funding could 
significantly affect the net pension liability.  Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability.  
Any liability for the contractually-required pension contribution outstanding at the end of the year is 
included in continuing fees payable.   

 
Plan Description - School Employees Retirement System (SERS) 
 
Plan Description – School non-teaching employees participate in SERS, a statewide, cost-sharing multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability and 
survivor benefits to plan members and beneficiaries.  Authority to establish and amend benefits is provided 
by Ohio Revised Code Chapter 3309.  SERS issues a publicly available, stand-alone financial report that 
includes financial statements, required supplementary information and detailed information about SERS’ 
fiduciary net position.  That report can be obtained by visiting the SERS website at www.ohsers.org under 
Employers/Audit Resources.  

Age and service requirements for retirement are as follows: 
  

 
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 

Eligible to Retire before Eligible to Retire on or after
August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
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Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and the 
School is required to contribute 14 percent of annual covered payroll.  The contribution requirements of 
plan members and employers are established and may be amended by the SERS’ Retirement Board up to 
statutory maximum amounts of 10 percent for plan members and 14 percent for employers.  The Retirement 
Board, acting with the advice of the actuary, allocates the employer contribution rate among four of the 
System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care Fund).  For 
the fiscal year ended June 30, 2019, the allocation to pension, death benefits, and Medicare B was 13.5 
percent.  SERS allocated 0.5 percent of employer contributions to the Health Care Fund for fiscal year 
2019. 
 
The School’s contractually required contribution to SERS was $21,191 for fiscal year 2019.  
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS issues 
a stand-alone financial report that includes financial statements, required supplementary information and 
detailed information about STRS’ fiduciary net position.  That report can be obtained by writing to STRS, 
275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the STRS Web site 
at www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined Contribution 
(DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307. For the 
DB Plan, from August 1, 2015–July 1, 2017, any member could retire with reduced benefits who had (1) 
five years of service credit and age 60; (2) 26 years of service credit and age 55; or (3) 30 years of service 
credit regardless of age. Effective August 1, 2017–July 1, 2019, any member may retire with reduced 
benefits who has (1) five years of service credit and age 60; (2) 27 years of service credit and age 55; or (3) 
30 years of service credit regardless of age. Eligibility changes will continue to be phased in through August 
1, 2026, when retirement eligibility for unreduced benefits will be five years of service credit and age 65, 
or 35 years of service credit and at least age 60. Retirement eligibility for reduced benefits will be five years 
of service credit and age 60, or 30 years of service credit regardless of age. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by the 
member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined benefit 
unfunded liability.  Effective July 1, 2017, employer contributions of 9.53 percent are placed in the 
investment accounts and the remaining 4.47 percent of the 14 percent employer rate is allocated to the 
defined benefit unfunded liability. A member is eligible to receive a retirement benefit at age 50 and 
termination of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum 
withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
In the Combined Plan, member contributions are allocated among investment choices by the member, and 
employer contributions are used to fund a defined benefit payment. A member’s defined benefit is 
determined by multiplying one percent of the member’s final average salary by the member’s years of 
service credit. The defined benefit portion of the Combined Plan payment is payable to a member on or 
after age 60 with five years of service. The DC portion of the account may be taken as a lump sum or 
converted to a lifetime monthly annuity at age 50 and termination of employment. 
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New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another STRS plan.  The optional annuitization of a member’s defined contribution account or the defined 
contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS bearing 
the risk of investment gain or loss on the account.  STRS has therefore included all three plan options as 
one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least ten 
years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers Retirement 
Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 30, 2019, 
plan members were required to contribute 14 percent of their annual covered salary. The School was 
required to contribute 14 percent; the entire 14 percent was the portion used to fund pension obligations.  
The fiscal year 2019 contribution rates were equal to the statutory maximum rates. 

 
The School’s contractually required contribution to STRS was $71,701 for fiscal year 2019.   
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
 
The net pension liability was measured as of June 30, 2018, and the total pension liability used to calculate 
the net pension liability was determined by an independent actuarial valuation as of that date. The School's 
employer allocation percentage of the net pension liability was based on the employer’s share of employer 
contributions in the pension plan relative to the total employer contributions of all participating employers. 
Following is information related to the proportionate share and pension expense: 
 

 
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to the 
difference between projected and actual investment earnings, differences between expected and actual 
actuarial experience, changes in assumptions and changes in the School’s proportion of the collective net 
pension liability. The deferred outflows and deferred inflows are to be included in pension expense over 
current and future periods. The difference between projected and actual investment earnings is recognized 
in pension expense using a straight line method over a five year period beginning in the current year. 
Deferred outflows and deferred inflows resulting from changes in sources other than differences between 
projected and actual investment earnings are amortized over the average expected remaining service lives 
of all members (both active and inactive) using the straight line method. Employer contributions to the 

SERS STRS Total
Proportion of the Net Pension Liability:

Current Measurement Date 0.01100750% 0.00352989%
Prior Measurement Date 0.00851030% 0.00698873%

Change in Proportionate Share 0.00249720% -0.00345884%

Proportionate Share of the Net 
  Pension Liability 630,420$             776,144$           1,406,564$         
Pension Expense 113,057$             (183,422)$          (70,365)$            
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pension plan subsequent to the measurement date are also required to be reported as a deferred outflow of 
resources.  
 
At June 30, 2019 the School reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  
 

 
$92,892 reported as deferred outflows of resources related to pension resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net pension liability in the 
fiscal year ending June 30, 2020.  Other amounts reported as deferred outflows of resources and deferred 
inflows of resources related to pension will be recognized in pension expense as follows:  
 

 
Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 
67, as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 

SERS STRS Total
Deferred Outflows of Resources
Differences between Expected and 
  Actual Experience 34,572$              17,916$             52,488$             
Changes of Assumptions 14,235 137,547 151,782
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 156,657 87,182 243,839
School Contributions Subsequent to the 
  Measurement Date 21,191 71,701 92,892
Total Deferred Outflows of Resources 226,655$             314,346$           541,001$           

Deferred Inflows of Resources
Differences between Expected and 
  Actual Experience 0$                      5,068$               5,068$               
Net Difference between Projected and 
  Actual Earnings on Pension Plan Investments 17,467 47,066 64,533
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 37,819 884,187 922,006
Total Deferred Inflows of Resources 55,286$              936,321$           991,607$           

SERS STRS Total
Fiscal Year Ending June 30:

2020 105,754$             (190,385)$          (84,631)$            
2021 70,472 (254,870) (184,398)
2022 (20,688) (109,467) (130,155)
2023 (5,357) (138,954) (144,311)

150,181$             (693,676)$          (543,495)$          

Attachment 26: Audited Financial Statements Page 853



Broadway Academy 
Cuyahoga County, Ohio 

Notes to the Basic Financial Statements 
For the Fiscal Year Ended June 30, 2019 

 
 

20 
 

retirements, employment terminations).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time of 
each valuation and the historical pattern of sharing benefit costs between the employers and plan members 
to that point. The projection of benefits for financial reporting purposes does not explicitly incorporate the 
potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration the 
benefits, if any, paid to the employee after termination of employment until the death of the employee and 
any applicable contingent annuitant. In many cases, actuarial calculations reflect several decades of service 
with the employer and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial valuation, 
prepared as of June 30, 2018, are presented below: 
 

 
 
For post-retirement mortality, the table used in evaluating allowances to be paid is the RP-2014 Blue Collar 
Mortality Table with fully generational projection and Scale BB, with 120 percent of male rates and 110 
percent of female rates used. The RP-2000 Disabled Mortality Table with 90 percent for male rates and 100 
percent for female rates set back five years is used for the period after disability retirement.  
 
The long-term return expectation for the Pension Plan Investments has been determined by using a building-
block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  A 
forecasted rate of inflation serves as the baseline for the return expectation.  Various real return premiums 
over the baseline inflation rate have been established for each asset class.  The long-term expected nominal 
rate of return has been determined by calculating an arithmetic weighted average of the expected real return 
premiums for each asset class, adding the projected inflation rate, and adding the expected return from 
rebalancing uncorrelated asset classes. The asset allocation, as used in the June 30, 2015 five-year 
experience study, is summarized as follows: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)
COLA or Ad Hoc COLA 2.50 percent, on and after April 1, 2018, COLA's for future retirees 

will be delayed for three years following commencement
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Discount Rate Total pension liability was calculated using the discount rate of 7.50 percent. The projection 
of cash flows used to determine the discount rate assumed that employers would contribute the actuarially 
determined contribution rate of projected compensation over the remaining 27-year amortization period of 
the unfunded actuarial accrued liability. Projected inflows from investment earnings were calculated using 
the long-term assumed investment rate of return (7.50 percent). Based on those assumptions, the plan’s 
fiduciary net position was projected to be available to make all future benefit payments of current plan 
members. Therefore, the long-term expected rate of return on pension plan investments was applied to all 
periods of projected benefits to determine the total pension liability.  
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the School’s proportionate share of the net pension liability calculated using 
the discount rate of 7.50 percent, as well as what the School’s net pension liability would be if it were 
calculated using a discount rate that is one percentage point lower (6.50 percent), or one percentage point 
higher (8.50 percent) than the current rate. 

 
 
Actuarial Assumptions - STRS 
 
The total pension liability in the July 1, 2018 actuarial valuation was determined using the following 
actuarial assumptions, applied to all periods included in the measurement:  
 

 
 
Post-retirement mortality rates are based on RP-2014 Annuitant Mortality Table with 50 percent of rates 
through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 and 84, 
and 100 percent of rates thereafter, projected forward generationally using mortality improvement scale 
MP-2016; pre-retirement mortality rates are based on RP-2014 Employee Mortality Table, projected 
forward generationally using mortality improvement scale MP-2016. 

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return

1% Decrease
Current 

Discount Rate 1% Increase
School's Proportionate Share
  of the Net Pension Liability 887,994$             630,420$           414,461$           

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Projected Payroll Growth 3.00 percent
Cost-of-Living Adjustments 0.00 percent
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The actuarial assumptions used in the July 1, 2018 valuation, were adopted by the board from the results of 
an actuarial experience study for July 1, 2011, through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on the 
target allocation adopted by the Retirement Board. The target allocation and long-term expected rate of 
return for each major asset class are summarized as follows:  
 

 
 

*Target weights will be phased in over a 24-month period concluding on July 1, 2019. 
 
**Ten year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25 
percent and does not include investment expenses. Over a 30-year period, STRS’ investment consultant 
indicates that the above target allocations should generate a return above the actuarial rate of return, without 
net value added by management. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 30, 
2018. The projection of cash flows used to determine the discount rate assumes that employer and member 
contributions will be made at statutory contribution rates of 14 percent each. For this purpose, only 
employer contributions that are intended to fund benefits of current plan members and their beneficiaries 
are included. Based on those assumptions, STRS’ fiduciary net position was projected to be available to 
make all projected future benefit payments to current plan members as of June 30, 2018. Therefore, the 
long-term expected rate of return on pension plan investments of 7.45 percent was applied to all periods of 
projected benefit payments to determine the total pension liability as of June 30, 2018. 
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the School's proportionate share of the net pension liability as of June 
30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as what the 
School's proportionate share of the net pension liability would be if it were calculated using a discount rate 
that is one-percentage-point lower (6.45 percent) or one-percentage-point higher (8.45 percent) than the 
current assumption:  

  
 
 
  

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected

1% Decrease
Current 

Discount Rate 1% Increase
School's Proportionate Share
  of the Net Pension Liability 1,133,455$          776,144$           473,727$           
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NOTE 12 - DEFINED BENEFIT OPEB PLANS 
 
Net OPEB Asset/Liability 

 
The net OPEB asset/liability reported on the statement of net position represents an asset or liability to 
employees for OPEB. OPEB is a component of exchange transactions-–between an employer and its 
employees—of salaries and benefits for employee services.  OPEB are provided to an employee—on a 
deferred-payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for OPEB is a present obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net OPEB asset/liability represents the School’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB asset/liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future events 
require adjusting these estimates annually.   

 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which OPEB are financed; however, the School does 
receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the asset/liability is solely that of the employer, because they benefit from employee 
services.  OPEB contributions come from these employers and health care plan enrollees, which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio Revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change to 
benefits or funding could significantly affect the net OPEB asset/liability. Resulting adjustments to the net 
OPEB asset/liability would be effective when the changes are legally enforceable. The retirement systems 
may allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB asset/ 
liability.  Any liability for the contractually-required OPEB contribution outstanding at the end of the year 
is included in continuing fees payable.   

 
Plan Description - School Employees Retirement System (SERS) 
 
Health Care Plan Description - The School contributes to the SERS Health Care Fund, administered by 
SERS for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered 
a cost-sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most types 
of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and service 
retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to the death 
of a member or retiree, are eligible for SERS’ health care coverage. Most retirees and dependents choosing 
SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully insured Medicare 
Advantage plan; however, SERS maintains a traditional, self-insured preferred provider organization for 
its non-Medicare retiree population. For both groups, SERS offers a self-insured prescription drug program. 
Health care is a benefit that is permitted, not mandated, by statute.  The financial report of the Plan is 
included in the SERS Comprehensive Annual Financial Report which can be obtained on SERS’ website 
at www.ohsers.org under Employers/Audit Resources. 
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Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the Ohio 
Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the plan 
selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required pensions and benefits, the Retirement 
Board may allocate the remainder of the employer contribution of 14 percent of covered payroll to the 
Health Care Fund in accordance with the funding policy. For fiscal year 2019, 0.5 percent of covered payroll 
was made to health care. An additional health care surcharge on employers is collected for employees 
earning less than an actuarially determined minimum compensation amount, pro-rated if less than a full 
year of service credit was earned. For fiscal year 2019, this amount was $21,600. Statutes provide that no 
employer shall pay a health care surcharge greater than 2.0 percent of that employer’s SERS-covered 
payroll; nor may SERS collect in aggregate more than 1.5 percent of the total statewide SERS-covered 
payroll for the health care surcharge.  For fiscal year 2019, the School’s surcharge obligation was $1,511.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The School’s contractually required contribution to SERS was 
$2,296 for fiscal year 2019.    

Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing 
Health Plan administered for eligible retirees who participated in the defined benefit or combined pension 
plans offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, 
physicians’ fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  
Medicare Part B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is 
included in the report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227-
7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed 
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees, for the most recent year, pay a portion of the health care costs in the form of a monthly premium.  
Under Ohio law, funding for post-employment health care may be deducted from employer contributions, 
currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2019, STRS did not allocate any 
employer contributions to post-employment health care.   
 
OPEB Assets/Liabilities, OPEB Expense, and Deferred Outflows/Inflows of Resources Related to OPEB  
 
The net OPEB asset/liability was measured as of June 30, 2018, and the total OPEB asset/liability used to 
calculate the net OPEB asset/liability was determined by an actuarial valuation as of that date. The School's 
proportion of the net OPEB asset/liability was based on the School's share of contributions to the respective 
retirement systems relative to the contributions of all participating entities.  Following is information related 
to the proportionate share and OPEB expense: 
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At June 30, 2019, the School reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  

 
$2,296 reported as deferred outflows of resources related to OPEB resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the year 
ending June 30, 2020.  Other amounts reported as deferred outflows of resources and deferred inflows of 
resources related to OPEB will be recognized in OPEB expense as follows:  

SERS STRS Total
Proportion of the Net OPEB Liability:

Current Measurement Date 0.01054340% 0.00352989%
Prior Measurement Date 0.00835560% 0.00698873%

Change in Proportionate Share 0.00218780% -0.00345884%

Proportionate Share of the Net
OPEB Liability/(Asset) 292,502$             (56,722)$              235,780$           

OPEB Expense 41,664$               (141,616)$            (99,952)$            

SERS STRS Total
Deferred Outflows of Resources
Differences between Expected and 
  Actual Experience 4,774$                 6,625$                 11,399$             
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 90,264 9,768 100,032
School Contributions Subsequent to the 
  Measurement Date 2,296 0 2,296
Total Deferred Outflows of Resources 97,334$               16,393$               113,727$           

Deferred Inflows of Resources
Differences between Expected and 
  Actual Experience 0$                       3,305$                 3,305$               
Net Difference between Projected and 
  Actual Earnings on OPEB Plan Investments 438 6,479 6,917
Changes of Assumptions 26,278 77,288 103,566
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 0 123,257 123,257
Total Deferred Inflows of Resources 26,716$               210,329$             237,045$           
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Actuarial Assumptions – SERS 
 
The total OPEB liability was determined by an actuarial valuation as of June 30, 2018. The actuarial 
assumptions used in the valuation are based on results from the most recent actuarial experience study, 
which covered the five-year period ending June 30, 2015. The experience study report is dated April 2016. 
The total OPEB liability used the following assumptions and other inputs: 
 

 
 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality Table 
with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The long-term expected rate of return on plan factors are considered in evaluating the long-term rate of 
return assumption including long-term historical data, estimates inherent in current market data, and a long-
normal distribution analysis in which best-estimate ranges of expected future real rates of return were 
developed by the investment consultant for each major asset class. These ranges were combined to produce 
the long-term expected rate of return, 7.50 percent, by weighting the expected future real rates of return by 
the target asset allocation percentage and then adding expected inflation. The capital market assumptions 
developed by the investment consultant are intended for use over a 10-year horizon and may not be useful 
in setting the long-term rate of return for funding pension plans which covers a longer timeframe. The 
assumption is intended to be a long-term assumption and is not expected to change absent a significant 
change in the asset allocation, a change in the inflation assumption, or a fundamental change in the market 
that alters expected returns in future years. 
 

SERS STRS Total
Fiscal Year Ending June 30:

2020 20,381$               (32,992)$              (12,611)$            
2021 17,599 (32,992) (15,393)
2022 8,778 (32,990) (24,212)
2023 8,966 (31,521) (22,555)
2024 8,934 (31,006) (22,072)

Thereafter 3,664 (32,435) (28,771)

68,322$               (193,936)$            (125,614)$          

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Municipal Bond Index Rate

Measurement Date 3.62 percent
Prior Measurement Date 3.56 percent

Single Equivalent Interest Rate
Measurement Date 3.70 percent, net of plan investment expense, including price inflation
Prior Measurement Date 3.63 percent, net of plan investment expense, including price inflation

Health Care Cost Trend Rate
Medicare 5.375 percent - 4.75 percent
Pre-Medicare 7.25 percent - 4.75 percent
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The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, as 
used in the June 30, 2015 five-year experience study, are summarized as follows: 
 

 
 

Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2018 was 3.70 percent. 
The discount rate used to measure total OPEB liability prior to June 30, 2018 was 3.63 percent. The 
projection of cash flows used to determine the discount rate assumed that contributions will be made from 
members and the System at the contribution rate of 2.00 percent of projected covered payroll each year, 
which includes a 1.50 percent payroll surcharge and 0.50 percent of contributions from the basic benefits 
plan. Based on these assumptions, the OPEB plan’s fiduciary net position was projected to become 
insufficient to make future benefit payments during the fiscal year ending June 30, 2026. Therefore, the 
long-term expected rate of return on OPEB plan assets was used to present value the projected benefit 
payments through the fiscal year ending June 30, 2025 and the Fidelity General Obligation 20-year 
Municipal Bond Index rate of 3.62 percent, as of June 30, 2018 (i.e., municipal bond rate), was used to 
present value the projected benefit payments for the remaining years in the projection. The total present 
value of projected benefit payments from all years was then used to determine the single rate of return that 
was used as the discount rate. The projection of future benefit payments for all current plan members was 
until the benefit payments ran out. 
 
Sensitivity of the School's Proportionate Share of the Net OPEB Liability to Changes in the Discount 
Rate and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in 
the discount rate and the health care cost trend rate. The following table presents the net OPEB liability and 
what the net OPEB liability would be if it were calculated using a discount rate that is one percentage point 
lower (2.70 percent) and higher (4.70 percent) than the current discount rate (3.70 percent). Also shown is 
what the net OPEB liability would be based on health care cost trend rates that are one percent lower (6.25 
percent decreasing to 3.75 percent) and one percent higher (8.25 percent decreasing to 5.75 percent) than 
the current rate. 
 

 
  

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return

1% Decrease
Current 

Discount Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability 354,929$             292,502$             243,072$           

1% Decrease
Current 

Trend Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability 235,996$             292,502$             367,327$           
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Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results used 
in the June 30, 2018, actuarial valuation are presented below:   

 

 
 

Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 percent 
of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 
and 84, and 100 percent of rates thereafter, projected forward generationally using mortality improvement 
scale MP-2016. For disabled retirees, mortality rates are based on the RP-2014 Disabled Mortality Table 
with 90 percent of rates for males and 100 percent of rates for females, projected forward generationally 
using mortality improvement scale MP-2016. 
 
Actuarial assumptions used in the June 30, 2018, valuation are based on the results of an actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on the 
target allocation adopted by the Retirement Board.  The target allocation and long-term expected rate of 
return for each major asset class are summarized as follows:  
 

 
 

*Target weights will be phased in over a 24-month period concluding on July 1, 2019. 
 
**Ten year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25 
percent and does not include investment expenses.  Over a 30-year period, STRS' investment consultant 
indicates that the above target allocations should generate a return above the actuarial rate of return, without 
net value added by management. 
 
 

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Health Care Cost Trend Rates -5.23 percent to 9.62 percent, initial, 4.00 percent ultimate

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected
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Discount Rate The discount rate used to measure the total OPEB asset/liability was 7.45 percent as of June 
30, 2018. The projection of cash flows used to determine the discount rate assumed STRS continues to 
allocate no employer contributions to the health care fund. Based on those assumptions, the OPEB plan’s 
fiduciary net position was projected to be available to make all projected future benefit payments to current 
plan members as of June 30, 2018. Therefore, the long-term expected rate of return on health care plan 
investments of 7.45 percent was applied to all periods of projected benefit payments to determine the total 
OPEB liability as of June 30, 2018.  
 
Sensitivity of the School’s Proportionate Share of the Net OPEB Asset/Liability to Changes in the 
Discount and Health Care Cost Trend Rate The following table represents the net OPEB asset/liability as 
of June 30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as 
what the net OPEB asset/liability would be if it were calculated using a discount rate that is one percentage 
point lower (6.45 percent) or one percentage point higher (8.45 percent) than the current assumption. Also 
shown is the net OPEB liability as of June 30, 2018, calculated using health care cost trend rates that are 
one percentage point lower or one percentage point higher than the current health care cost trend rates. 

 

 
 

NOTE 13 - CONTINGENCIES 
 
Grants 
 
Amounts received from grantor agencies are subject to audit and adjustment by the grantor. Any disallowed 
costs may require refunding to the grantor.  Amounts which may be disallowed, if any, are not presently 
determinable.  However, in the opinion of the School, any such disallowed claims will not have a material 
adverse effect on the financial position of the School. 
 
Enrollment FTE 

 
School foundation funding is based on the annualized full-time equivalent (FTE) enrollment of each 
student.  However, there is an important nexus between attendance and enrollment for Foundation funding 
purposes.  Community schools must provide documentation that clearly demonstrates students have 
participated in learning opportunities. The Ohio Department of Education (ODE) is legislatively required 
to adjust/reconcile funding as enrollment information is updated by schools throughout the State, which 
can extend past the fiscal year end.  

   
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal 
year end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. As of the date of this report, ODE has performed an FTE Review on the School for fiscal 
year 2019. 

 

1% Decrease
Current 

Discount Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability/(Asset) (48,616)$              (56,722)$              (63,534)$            

1% Decrease
Current 

Trend Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability/(Asset) (63,150)$              (56,722)$              (50,194)$            
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As of the date of this report, all ODE adjustments have been completed. 
 
In addition, the School’s contracts with their Sponsor and Management Company require payment based 
on revenues received from the State.  As discussed above, all ODE adjustments through fiscal year 2019 
have been completed.  A reconciliation between payments previously made and the FTE adjustments has 
taken place with these contracts. 

 
Litigation 

 
The School is not a party to legal proceedings that, in the opinion of management, would have a material 
adverse effect on the financial statements. 
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2019 2018 2017 2016 2015 2014
School Employees Retirement System (SERS)

School's Proportion of the Net Pension Liability 0.01100750% 0.00851030% 0.00601240% 0.00966440% 0.00806000% 0.00806000%

School's Proportionate Share of the Net Pension Liability 630,420$       508,472$       440,052$         551,460$      407,912$      479,302$       

School's Covered Payroll 358,193$       279,964$       304,836$         680,956$      191,732$      227,233$       

School's Proportionate Share of the Net Pension Liability
as a Percentage of its Covered Payroll 176.00% 181.62% 144.36% 80.98% 212.75% 210.93%

Plan Fiduciary Net Position as a Percentage of the Total Pension Liability 71.36% 69.50% 62.98% 69.16% 71.70% 65.52%

State Teachers Retirement System (STRS)

School's Proportion of the Net Pension Liability 0.00352989% 0.00698873% 0.00673300% 0.01011854% 0.00937225% 0.00937225%

School's Proportionate Share of the Net Pension Liability 776,144$       1,660,188$    2,253,738$      2,796,468$   2,279,656$   2,715,511$    

School's Covered Payroll 401,286$       768,329$       984,743$         693,614$      834,000$      534,708$       

School's Proportionate Share of the Net Pension Liability
as a Percentage of its Covered Payroll 193.41% 216.08% 228.87% 403.17% 273.34% 507.85%

Plan Fiduciary Net Position as a Percentage of the Total Pension Liability 77.31% 75.30% 66.80% 72.10% 74.70% 69.30%

(1) Information prior to 2014 is not available.

Note: The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

Broadway Academy
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net Pension Liability

Last Six Fiscal Years (1)

See accompanying notes to the required supplementary information.
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2019 2018 2017 2016 2015
School Employees Retirement System (SERS)

Contractually Required Contribution 21,191$              48,356$              39,195$              42,677$              89,750$              

Contributions in Relation to the 
Contractually Required Contribution (21,191) (48,356) (39,195) (42,677) (89,750)

Contribution Deficiency (Excess) 0$                       0$                       0$                       0$                       0$                       

School's Covered Payroll 156,970$            358,193$            279,964$            304,836$            680,956$            

Pension Contributions as a Percentage of 
Covered Payroll 13.50% 13.50% 14.00% 14.00% 13.18%

State Teachers Retirement System (STRS)

Contractually Required Contribution 71,701$              56,180$              107,566$            137,864$            97,106$              

Contributions in Relation to the 
Contractually Required Contribution (71,701) (56,180) (107,566) (137,864) (97,106)

Contribution Deficiency (Excess) 0$                       0$                       0$                       0$                       0$                       

School's Covered Payroll 512,150$            401,286$            768,329$            984,743$            693,614$            

Pension Contributions as a Percentage of 
Covered Payroll 14.00% 14.00% 14.00% 14.00% 14.00%

(1) Information prior to 2012 is not available

Broadway Academy
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Contributions  - Pension

Last Eight Fiscal Years(1)

See accompanying notes to the required supplementary information.
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2014 2013 2012

26,574$              31,449$              23,349$              

(26,574) (31,449) (23,349)

0$                       0$                       0$                       

191,732$            227,233$            173,599$            

13.86% 13.84% 13.45%

108,420$            69,512$              69,580$              

(108,420) (69,512) (69,580)

0$                       0$                       0$                       

834,000$            534,708$            535,231$            

13.00% 13.00% 13.00%

See accompanying notes to the required supplementary information.
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2019 2018 2017
School Employees Retirement System (SERS)

School's Proportion of the Net OPEB Liability 0.01054340% 0.00835560% 0.00551597%

School's Proportionate Share of the Net OPEB Liability 292,502$             224,242$             157,226$             

School's Covered Payroll 358,193$             279,964$             304,836$             

School's Proportionate Share of the Net OPEB Liability
as a Percentage of its Covered Payroll 81.66% 80.10% 51.58%

Plan Fiduciary Net Position as a Percentage of the Total OPEB Liability 13.57% 12.46% 11.49%

State Teachers Retirement System (STRS)

School's Proportion of the Net OPEB Liability/(Asset) 0.00352989% 0.00698873% 0.00673300%

School's Proportionate Share of the Net OPEB Liability/(Asset) (56,722)$              272,674$             360,083$             

School's Covered Payroll 401,286$             768,329$             984,743$             

School's Proportionate Share of the Net OPEB Liability/(Asset)
as a Percentage of its Covered Payroll -14.14% 35.49% 36.57%

Plan Fiduciary Net Position as a Percentage of the Total OPEB Liability 176.00% 47.10% 37.30%

(1) Information prior to 2017 is not available.

Note: The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

Broadway Academy
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net OPEB Liability/(Asset)

Last Two Fiscal Years (1)

See accompanying notes to the required supplementary information.
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2019 2018 2017 2016 2015
School Employees Retirement System (SERS)

Contractually Required Contribution (1) 2,296$                 4,717$                 3,257$                 316$                    1,921$                 

Contributions in Relation to the 
Contractually Required Contribution (2,296) (4,717) (3,257) (316) (1,921)

Contribution Deficiency (Excess) 0$                         0$                         0$                         0$                         0$                         

School's Covered Payroll 156,970$             358,193$             279,964$             304,836$             680,956$             

OPEB Contributions as a Percentage of 
Covered Payroll (1) 1.46% 1.32% 1.16% 0.10% 0.28%

State Teachers Retirement System (STRS)

Contractually Required Contribution 0$                         0$                         0$                         0$                         0$                         

Contributions in Relation to the 
Contractually Required Contribution 0 0 0 0 0

Contribution Deficiency (Excess) 0$                         0$                         0$                         0$                         0$                         

School's Covered Payroll 512,150$             401,286$             768,329$             984,743$             693,614$             

OPEB Contributions as a Percentage of 
Covered Payroll 0.00% 0.00% 0.00% 0.00% 0.00%

(1) Includes surcharge
(2) Information prior to 2012 is not available

Broadway Academy
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Contributions - OPEB

Last Eight Fiscal Years(2)

See accompanying notes to the required supplementary information.
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2014 2013 2012

2,654$                 2,512$                 4,688$                 

(2,654) (2,512) (4,688)

0$                         0$                         0$                         

191,732$             227,233$             173,599$             

1.38% 1.11% 2.70%

8,340$                 5,347$                 5,352$                 

(8,340) (5,347) (5,352)

0$                         0$                         0$                         

834,000$             534,708$             535,231$             

1.00% 1.00% 1.00%

See accompanying notes to the required supplementary information.
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Note 1 - Net Pension Liability 
 
Changes in Assumptions - SERS 
 
For fiscal year 2017, the SERS Board adopted the following assumption changes: 

• Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent 
• Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent 
• Assumed real wage growth was reduced from 0.75 percent to 0.50 percent 
• Rates of withdrawal, retirement and disability were updated to reflect recent experience. 
• Mortality among active members was updated to RP-2014 Blue Collar Mortality Table with fully 

generational projection and a five year age set-back for both males and females. 
• Mortality among service retired members, and beneficiaries was updated to RP-2014 Blue Collar 

Mortality Table with fully generational projection with Scale BB, 120 percent of male rates, and 
110 percent of female rates. 

• Mortality among disabled members was updated to RP-2000 Disabled Mortality Table, 90 
percent for male rates and 100 percent for female rates, set back five years is used for the period 
after disability retirement.   

 
Changes in Benefit Terms - SERS 

For fiscal year 2018, the cost-of-living adjustment was changed from a fixed 3.00 percent to a cost-of-living 
adjustment that is indexed to CPI-W not greater than 2.50 percent with a floor of zero percent beginning 
January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has enacted a 
three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the Retirement Board approved several changes to the actuarial assumptions in 2017. 
The long term expected rate of return was reduced from 7.75 percent to 7.45 percent, the inflation 
assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered to 
3.00 percent, and total salary increases rate was lowered by decreasing the merit component of the 
individual salary increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy and 
disabled mortality assumptions were updated to the RP-2014 mortality tables with generational 
improvement scale MP-2016. Rates of retirement, termination and disability were modified to better reflect 
anticipated future experience. 
 
Changes in Benefit Terms - STRS 
 
For fiscal year 2018, the cost-of-living adjustment (COLA) was reduced to zero.  
 
Note 2 - Net OPEB Liability 
 
Changes in Assumptions – SERS 
 
Amounts reported for fiscal year 2019 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 3.56 percent to 3.62 
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percent. Single Equivalent Interest Rate, net of plan investment expense, including price inflation,   
increased from 3.63 percent to 3.70 percent. The health care cost trend assumptions changed as follows:  
 
Pre-Medicare 
  Fiscal year 2018  7.50 percent initially, decreasing to 4.00 percent 

Fiscal year 2019 7.25 percent initially, decreasing to 4.75 percent 
Medicare 
 Fiscal year 2018  5.50 percent initially, decreasing to 5.00 percent 

Fiscal year 2019 5.375 percent initially, decreasing to 4.75 percent 
 

Amounts reported for fiscal year 2018 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 2.92 percent to 3.56 
percent. Single Equivalent Interest Rate, net of plan investment expense, including price inflation,   
increased from 2.98 percent to 3.63 percent. 
 
Changes in Benefit Terms - SERS 

There have been no changes to the benefit provisions. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2019, the discount rate was increased from the blended rate of 4.13 percent to the long-term 
expected rate of return of 7.45 percent. Valuation year per capita health care costs were updated. Health 
care cost trend rates ranged from 6.00 percent to 11 percent initially and a 4.50 percent ultimate rate for 
fiscal year 2018 and changed for fiscal year 2019 to a range of -5.20 percent to 9.60 percent, initially and a 
4.00 ultimate rate. 
 
For fiscal year 2018, the blended discount rate was increased from 3.26 percent to 4.13 percent. Valuation 
year per capita health care costs were updated, and the salary scale was modified. The percentage of future 
retirees electing each option was updated based on current data and the percentage of future disabled retirees 
and terminated vested participants electing health coverage were decreased. The assumed mortality, 
disability, retirement, withdrawal and future health care cost trend rates were modified along with the 
portion of rebated prescription drug costs. 
 
Changes in Benefit Terms – STRS 
 
For fiscal year 2019, the subsidy multiplier for non-Medicare benefit recipients was increased from 1.9 
percent to 1.944 percent per year of service effective January 1, 2019. The non-Medicare frozen subsidy 
base premium was increased effective January 1, 2019 and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 1, 2020. 
 
For fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued for 
certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will be 
discontinued beginning January 2019. This was subsequently extended, see above paragraph.  
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December 15, 2019 
 
To the Board of Directors  
Broadway Academy 
Cuyahoga County, Ohio 
3398 E. 55th Street 
Cleveland, Ohio 44127 
 

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 
and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards  
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of Broadway Academy, 
Cuyahoga County, Ohio (the “School”) as of and for the year ended June 30, 2019, and the related notes 
to the financial statements, which collectively comprise the School’s basic financial statements, and have 
issued our report thereon dated December 15, 2019.  
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School’s internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate in 
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the School’s internal control. Accordingly, we 
do not express an opinion on the effectiveness of the School’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with 
governance. 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified. 
 
 
 
 
 
 

Attachment 26: Audited Financial Statements Page 874



41 
 

Broadway Academy 
Independent Auditor’s Report on Internal Control over Financial Reporting and on  

Compliance and Other Matters Based on an Audit of Financial Statements  
Performed in Accordance with Government Auditing Standards 

Page 2 of 2 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 
results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 

 
 
 
 
 

        Medina, Ohio 
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88 East Broad Street, Columbus, Ohio 43215 
Phone: 614-466-4514 or 800-282-0370 

www.ohioauditor.gov 

 BROADWAY ACADEMY       

CUYAHOGA COUNTY 

CLERK’S CERTIFICATION 
This is a true and correct copy of the report which is required to be filed in the Office of the 
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio. 

CLERK OF THE BUREAU 

CERTIFIED 
FEBRUARY, 11 2020 
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88 East Broad Street, Columbus, Ohio 43215 
Phone: 614-466-4514 or 800-282-0370 

www.ohioauditor.gov

 
 
 
Board of Education 
Broadway Academy 
3398 East 55th Street 
Cleveland, Ohio 44127 
 
 
We have reviewed the Independent Auditor’s Report of the Broadway Academy, Cuyahoga 
County, prepared by Rea & Associates, Inc., for the audit period July 1, 2017 through June 30, 
2018.  Based upon this review, we have accepted these reports in lieu of the audit required by 
Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying financial 
statements and, accordingly, we are unable to express, and do not express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Broadway Academy is responsible for 
compliance with these laws and regulations. 
 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
February 28, 2019  
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December 27, 2018 

 

To the Board of Directors  

Broadway Academy 

Cuyahoga County, Ohio 

3398 E. 55th Street 

Cleveland, Ohio 44127 

 

Independent Auditor's Report 

 

Report on the Financial Statements 

 

We have audited the accompanying financial statements of the Broadway Academy, Cuyahoga County, 

Ohio, (the “School”) as of and for the year ended June 30, 2018, and the related notes to the financial 

statements, which collectively comprise the School’s basic financial statements as listed in the table of 

contents. 

 

Management’s Responsibility for the Financial Statements 

 

Management is responsible for the preparation and fair presentation of these financial statements in 

accordance with accounting principles generally accepted in the United States of America; this includes 

the design, implementation, and maintenance of internal control relevant to the preparation and fair 

presentation of financial statements that are free from material misstatement, whether due to fraud or 

error. 

 

Auditor’s Responsibility 

 

Our responsibility is to express an opinion on these financial statements based on our audit. We 

conducted our audit in accordance with auditing standards generally accepted in the United States of 

America and the standards applicable to financial audits contained in Government Auditing Standards, 

issued by the Comptroller General of the United States. Those standards require that we plan and perform 

the audit to obtain reasonable assurance about whether the financial statements are free from material 

misstatement. 

 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 

the financial statements. The procedures selected depend on the auditor’s judgment, including the 

assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 

In making those risk assessments, the auditor considers internal control relevant to the School’s 

preparation and fair presentation of the financial statements in order to design audit procedures that are 

appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 

the School’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating 

the appropriateness of accounting policies used and the reasonableness of significant accounting estimates 

made by management, as well as evaluating the overall presentation of the financial statements. 

 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 

our audit opinion. 
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Broadway Academy 

Independent Auditor’s Report 

Page 2 of 2 

 

Opinion 

 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 

financial position of the School, as of June 30, 2018, and the changes in its financial position and its cash 

flows for the year then ended in accordance with accounting principles generally accepted in the United 

States of America. 

 

Emphasis of a Matter  

 

As described in Note 3, the School restated the net position balance to account for the implementation of 

GASB Statement No. 75, Accounting and Financial reporting for Postemployment Benefits other than 

Pensions. Our opinion is not modified with respect to this matter. 

 

Other Matters 

 

Required Supplementary Information 

 

Accounting principles generally accepted in the United States of America require that the the 

Management’s Discussion and Analysis, Schedule of the School’s Proportionate Share of the Net Pension 

Liability, Schedule of the School’s Contributions-Pension, Schedule of the School’s Proportionate Share 

of the Net OPEB Liability, and Schedule of the School’s Contributions-OPEB on pages 3-7, 33, 34-35, 37 

and 38-39, respectively, be presented to supplement the basic financial statements. Such information, 

although not a part of the basic financial statements, is required by the Governmental Accounting 

Standards Board who considers it to be an essential part of financial reporting for placing the basic 

financial statements in an appropriate operational, economic, or historical context. We have applied 

certain limited procedures to the required supplementary information in accordance with auditing 

standards generally accepted in the United States of America, which consisted of inquiries of 

management about the methods of preparing the information and comparing the information for 

consistency with management’s responses to our inquiries, the basic financial statements, and other 

knowledge we obtained during our audit of the basic financial statements. We do not express an opinion 

or provide any assurance on the information because the limited procedures do not provide us with 

sufficient evidence to express an opinion or provide any assurance. 

 

Other Reporting Required by Government Auditing Standards 

 

In accordance with Government Auditing Standards, we have also issued our report dated December 27, 

2018 on our consideration of the School’s internal control over financial reporting and on our tests of its 

compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 

matters. The purpose of that report is solely to describe the scope of our testing of internal control over 

financial reporting and compliance and the results of that testing, and not to provide an opinion on the 

effectiveness of the School’s internal control over financial reporting or on compliance. That report is an 

integral part of an audit performed in accordance with Government Auditing Standards in considering the 

School’s internal control over financial reporting and compliance. 

             
      Medina, Ohio 
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The discussion and analysis of Broadway Academy’s (the School) financial performance provides an 
overall review of the School’s financial activities for the fiscal year ended June 30, 2018.  The intent of 
this discussion and analysis is to look at the School’s financial performance as a whole; readers should 
also review the financial statements and the notes to the financial statements to enhance their 
understanding of the School’s financial performance.  
 
The Management’s Discussion and Analysis (MD&A) is an element of the reporting model adopted by 
the Governmental Accounting Standards Board (GASB) in their Statement No. 34 Basic Financial 
Statements – and Management’s Discussion and Analysis – for State and Local Governments issued 
June 1999.  Certain comparative information between the current year and the prior year is required to be 
presented in the MD&A.  
 
Financial Highlights 
 

• In total, Net Position increased $918,966 which represents a 27.3 percent change from 2017 
restated net position.  
 

• Total assets decreased by $65,296 which represents a 49.1 percent change from 2017. 
 

• Total liabilities decreased by $596,434 which represents an 18.1 percent change from 2017. 
 

• The School implemented GASB 75, which reduced beginning net position as previously reported 
by $514,052.  
 

• A decrease in net pension liability and net OPEB liability substantially decreased fringe benefits 
(reported as pension/OPEB expense) compared to fiscal year 2017. See further explanation after 
Table 1. 

 
• Operating revenues and expenses decreased by $1,679,554 and $2,734,332, respectively. See 

Current Financial Issues for more information related to the decrease in student FTEs. 
 

The net pension liability (NPL) is the largest single liability reported by the School at June 30, 2018   and 
is reported pursuant to GASB Statement 68, Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27.   For fiscal year 2018, the School adopted GASB Statement 75, 
Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions, which 
significantly revises accounting for costs and liabilities related to other postemployment benefits (OPEB).  
For reasons discussed below, many end users of this financial statement will gain a clearer understanding 
of the School’s actual financial condition by adding deferred inflows related to pension and OPEB, the 
net pension liability and the net OPEB liability to the reported net position and subtracting deferred 
outflows related to pension and OPEB. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OPEB liability.  GASB 68 and 
GASB 75 take an earnings approach to pension and OPEB accounting; however, the nature of Ohio’s 
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statewide pension/OPEB plans and state law governing those systems requires additional explanation in 
order to properly understand the information presented in these statements. 
 
GASB 68 and GASB 75 require the net pension liability and the net OPEB liability to equal the School’s 
proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service  

2 Minus plan assets available to pay these benefits 
 
GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, 
benefits, and the promise of a future pension and other postemployment benefits.  GASB noted that the 
unfunded portion of this promise is a present obligation of the government, part of a bargained-for benefit 
to the employee, and should accordingly be reported by the government as a liability since they received 
the benefit of the exchange.  However, the School is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement systems to provide healthcare to eligible benefit recipients.  The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a 
specific, legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension/OPEB plan as against the public employer.  State law 
operates to mitigate/lessen the moral obligation of the public employer to the employee, because all 
parties enter the employment exchange with notice as to the law.  The retirement system is responsible for 
the administration of the pension and OPEB plans.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability.  As explained above, changes in benefits, 
contribution rates, and return on investments affect the balance of these liabilities, but are outside the 
control of the local government.  In the event that contributions, investment returns, and other changes are 
insufficient to keep up with required payments, State statute does not assign/identify the responsible party 
for the unfunded portion.  Due to the unique nature of how the net pension liability and the net OPEB 
liability are satisfied, these liabilities are separately identified within the long-term liability section of the 
statement of net position. 
 
In accordance with GASB 68 and GASB 75, the School’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB liability, respectively, not accounted for as 
deferred inflows/outflows.  
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As a result of implementing GASB 75, the School is reporting a net OPEB liability and deferred 
inflows/outflows of resources related to OPEB on the accrual basis of accounting.  This implementation 
also had the effect of restating net position at June 30, 2017, from ($2,847,768) to ($3,361,820). 
 
Using this Financial Report 
 
This report consists of three parts, the required supplementary information, the financial statements, and 
notes to the financial statements. The financial statements include a Statement of Net Position, a 
Statement of Revenues, Expenses and Changes in Net Position, and a Statement of Cash Flows. 
 
Statement of Net Position 

 
The Statement of Net Position answers the question of how well the School performed financially during 
2018. This statement includes all assets, deferred outflows of resources, liabilities, deferred inflows of 
resources, and net position, both financial and capital, and current and long-term, using the accrual basis 
of accounting, which is the accounting used by most private-sector companies. This basis of accounting 
takes into account all revenues and expenses during the year, regardless of when the cash is received or 
expended.  
 
Table 1 provides a summary of the School’s Net Position for fiscal year 2018 and fiscal year 2017. 
 

Restated
2018 2017

Assets
Current Assets 67,732$         133,028$       
Total Assets 67,732 133,028

Deferred Outflows 953,196 676,145

Liabilities
Current Liabilities 28,816 79,727
Long Term Liabilities 2,665,576 3,211,099
Total Liabilities 2,694,392 3,290,826

Deferred Inflows 769,390 880,167

Net Position
Unrestricted (2,442,854) (3,361,820)
Total Net Position (2,442,854)$    (3,361,820)$    

(Table 1)
Statement of Net Position
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Total assets decreased $65,296. This decrease was primarily due to a decrease in grant funding receivable 
and a decrease in cash and cash equivalents. The significant decrease in net pension liability is largely the 
result of a change in benefit terms in which STRS reduced their COLA to zero coupled by a slight 
reduction in COLA benefits by SERS. The significant changes in pension and OPEB deferred outflows 
and pension deferred inflows are primarily from changes in proportionate share of contributions.  All 
components of pension and OPEB accruals contribute to the fluctuations in deferred outflows/inflows and 
NPL/NOL and are described in more detail in their respective notes. 
 
Statement of Revenues, Expenses, and Changes in Net Position 
 
Table 2 shows the change in Net Position for fiscal years 2018 and 2017. 
 

2018 2017

Operating Revenue 943,689$       2,622,679$     
Non-Operating Revenue 494,363 683,102
Total Revenue 1,438,052 3,305,781

Operating Expenses 519,086 3,253,415

Change in Net Position 918,966$       52,366$         

(Table 2)
Change in Net Position

 
The information necessary to restate the 2017 beginning balances and the 2017 OPEB expense amounts 
for the effects of the initial implementation of GASB 75 is not available. Therefore, 2017 functional 
expenses still include OPEB expense of $3,257 computed under GASB 45. GASB 45 required 
recognizing pension expense equal to the contractually required contributions to the plan. Under GASB 
75, OPEB expense represents additional amounts earned, adjusted by deferred inflows/outflows. The 
contractually required contribution is no longer a component of OPEB expense. Under GASB 75, the 
2018 statements report negative OPEB expense of $47,989. Consequently, in order to compare 2018 total 
program expenses to 2017, the following adjustments are needed: 
 

Total 2018 Program Expenses under GASB 75 519,086$          
Negative OPEB Expense under GASB 75 47,989
2018 Contractually Required Contribution 4,717

Adjusted 2018 Program Expenses 571,792
Total 2017 Program Expenses under GASB 45 3,253,415
Decrease in Program Expenses not Related to OPEB (2,681,623)$       

 
The School’s operating and non-operating revenues in 2018 were based on the School’s full-time 
equivalent (FTE) and the School’s federal grant funding received throughout the year. The decrease in 
School’s revenue was primarily caused by the decrease in student enrollment. The School’s most 
significant expenses, “Purchased Services: Management Fees” and “Purchased Services: Federal Grant 
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Programs” are a result of the management agreement in place between the School and Chippewa 
Community School, LLC. The agreement provides that specific percentages of the revenues received by 
the School will be paid to Chippewa Community School, LLC to fund operations (see notes to the 
financial statements, note 8). See financial highlights for explanation of fluctuation in operating expenses. 
The negative expense reported by Pension & OPEB was also caused by these accruals. 
 
Current Financial Issues 
 
Broadway Academy received revenue for 111 students in 2018 compared to 303 in 2017. This decline in 
enrollment resulted from the sponsor requiring the school to stop serving 6th-8th grade students at the end 
of the 2016-2017 school year, which also caused decreased enrollment in other grades due to siblings of 
these students no longer being enrolled. State law governing community schools allows for the School to 
have open enrollment across traditional school district boundaries.   
 
The School receives its support almost entirely from state aid.  Per pupil revenue from state aid for the 
School averaged $8,502 in fiscal year 2018. The School receives additional revenue from grant subsidies. 
 
Although there is a possibility that state aid will be cut in future years due to the economic climate, the 
School feels that the relationship with the management company will insulate them from any significant 
change. The relationship brings stability to the School since specific percentages of revenues are payable 
to the management company (see notes to the financial statements, note 8). 
   
Contacting the School’s Financial Management 
 
This financial report is designed to provide our readers with a general overview of the School’s finances 
and to show the School’s accountability for the money it receives.  If you have questions about this report 
or need additional information, contact the Fiscal Officer at 3320 West Market Street, Suite 300, 
Fairlawn, Ohio  44333. 
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ASSETS

Current Assets
Cash and Cash Equivalents 31,579$                      
Accounts Receivable 3,088
Grant Funding Receivable 25,925
Prepaid Insurance 7,140

Total Assets 67,732

DEFERRED OUTFLOWS OF RESOURCES

Pension 862,136
OPEB 91,060

Total Deferred Outflows of Resources 953,196

LIABILITIES

Current Liabilities
Accounts Payable 6,920
Grant Funding Payable 21,896

Total Current Liabilities 28,816

Long Term Liabilities
Net Pension Liability 2,168,660
Net OPEB Liability 496,916

Total Long Term Liabilities 2,665,576

Total Liabilities 2,694,392

DEFERRED INFLOWS OF RESOURCES

Pension 713,900
OPEB 55,490

Total Deferred Inflows of Resources 769,390

NET POSITION

Unrestricted Net Position (2,442,854)

Total Net Position (2,442,854)$                

Statement of Net Position
Cuyahoga County, Ohio

Broadway Academy

June 30, 2018

8
See accompanying notes to the basic financial statements.
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OPERATING REVENUES

State Basic Aid 912,017$                    
Facilities Aid 21,639
Casino Revenue 10,033

Total Operating Revenues 943,689

OPERATING EXPENSES

Purchased Service: Management Fees 889,196
Purchased Service: Federal Grant Programs 472,415
Purchased Service: State Grant Programs 4,008
Pension & OPEB (933,351)
Sponsorship Fees 27,358
Board Of Education 8,211
Accounting & Auditing 23,026
Legal 20,214
Insurance: D&O & Liability 8,009

Total Operating Expenses 519,086

Operating Income (Loss) 424,603

NON-OPERATING REVENUE

Federal and State Grants 476,423
Miscellaneous 17,940

Total Non-Operating Revenue 494,363

Change in Net Position 918,966

Net Position Beginning of Year (Restated) (3,361,820)

Net Position End of Year (2,442,854)$                

Statement of Revenues, Expenses, and Changes in Net Position
For the Fiscal Year Ended June 30, 2018

Broadway Academy
Cuyahoga County, Ohio

9
See accompanying notes to the basic financial statements.
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INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH FLOWS FROM OPERATING ACTIVITIES

Cash Received From State Aid 943,687$                      
Cash Payments To Suppliers For Goods And Services (1,477,365)

 
Net Cash Used For Operating Activities (533,678)

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Cash Received From Grant Programs 476,423
Cash Received From Miscellaneous Sources 17,940

Net Cash Received From Noncapital Financing Activities 494,363

Net Decrease In Cash And Cash Equivalents (39,315)

Cash And Cash Equivalents At Beginning Of Year 70,894
                                       

Cash And Cash Equivalents At End Of Year 31,579$                        
                                       

RECONCILIATION OF OPERATING LOSS TO NET CASH
USED FOR OPERATING ACTIVITIES

Operating Income 424,603$                      

ADJUSTMENTS TO RECONCILE OPERATING LOSS TO NET
CASH USED FOR OPERATING ACTIVITIES

Changes In Assets, Liabilities, And Deferred Outflows/Inflows Of Resources:
Continuing Fees Receivable 23
Accounts Receivable (2,542)
Prepaid (7,140)
Deferred Outflows Of Resources (277,051)
Deferred Inflows Of Resources (110,777)
Net Pension/OPEB Liability (545,523)
Accounts Payable (15,246)
State Aid Payable (25)

 
Total Adjustments (958,281)

                                       
Net Cash Used For Operating Activities (533,678)$                     

For The Fiscal Year Ended June 30, 2018

Broadway Academy
Cuyahoga County, Ohio
Statement of Cash Flows

10
See accompanying notes to the basic financial statements.
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NOTE 1 - DESCRIPTION OF THE SCHOOL AND REPORTING ENTITY 
 

Broadway Academy (the School) is a state nonprofit corporation established pursuant to Ohio Rev. Code 
Chapters 3314 and 1702 to maintain and provide a school exclusively for any educational, literary, scientific 
and related teaching service. The School, which is part of the State’s education program, is independent of 
any school district.  The School may sue and be sued, acquire facilities as needed, and contract for any 
services necessary for the operation of the School. The School contracts with Chippewa Community 
School, LLC for most of its functions (see note 8). 

 
The School signed a contract with St. Aloysius Orphanage (Sponsor) to operate through June 30, 2025. The 
School operates under a self-appointing, five-member Board of Directors (the Board). The School’s Code 
of Regulations specify that vacancies that arise on the Board will be filled by the appointment of a successor 
director by a majority vote of the then existing directors. The Board is responsible for carrying out the 
provisions of the contract with the Sponsor which include, but are not limited to, state-mandated provisions 
regarding student population, curriculum, academic goals, performance standards, admission standards, and 
qualifications of teachers. The School has one instructional/support facility, which is leased by Chippewa 
Community School, LLC. The facility is staffed with teaching personnel employed by Chippewa 
Community School, LLC, who provide services to approximately 111 students. 

 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The financial statements of the School have been prepared in conformity with generally accepted 
accounting principles as applied to governmental nonprofit organizations. The Governmental Accounting 
Standards Board (GASB) is the accepted standard-setting body for establishing governmental accounting 
and financial reporting principles. The more significant of the School’s accounting policies are described 
on the following pages. 
 
Basis of Presentation 

 
The School’s financial statements consist of a Statement of Net Position, a Statement of Revenues, 
Expenses and Changes in Net Position, and a Statement of Cash Flows. Enterprise fund reporting focuses 
on the determination of the change in Net Position, financial position and cash flows. 
 
Auditor of State of Ohio Bulletin No. 2000-005 requires the presentation of all financial activity to be 
reported within one enterprise fund for year-end reporting purposes. Enterprise accounting is used to 
account for operations that are financed and operated in a manner similar to private business enterprises 
where the intent is that the costs (expenses) of providing goods or services to the general public on a 
continuing basis be financed or recovered primarily through user charges. 
 
Measurement Focus and Basis of Accounting 

 
The accounting and financial reporting treatment applied to a fund is determined by its measurement focus.  
Enterprise accounting uses a flow of economic resources measurement focus.  With this measurement 
focus, all assets and deferred outflows of resources as well as all liabilities and deferred inflows of resources 
are included on the Statement of Net Position.  Operating statements present increases (i.e., revenues) and 
decreases (i.e., expenses) in Net Position. The accrual basis of accounting is utilized for reporting purposes.  
Revenues are recognized when they are earned, and expenses are recognized when they are incurred. 
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Budgetary Process 
 

Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C).  However, unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter 5705, unless specifically provided in the contract between the School and its Sponsor. The contract 
between the School and its Sponsor does not require the School to follow the provisions Ohio Revised Code 
Chapter 5705; therefore, no budgetary information is presented in the basic financial statements.   
 
Cash and Cash Equivalents 

 
All cash received by the School is maintained in a demand deposit account.  
 
Intergovernmental Revenues 

 
The School currently participates in the State Foundation Program, facilities aid, and casino tax 
distributions which are reflected under “Operating revenues” on the Statement of Revenues, Expenses, and 
Changes in Net Position.  Revenues received from these programs are recognized as operating revenue in 
the accounting period in which all eligibility requirements have been met. 

 
Non-exchange transactions, in which the School receives value without directly giving equal value in 
return, include grants, entitlements, and contributions. Grants, entitlements, and contributions are 
recognized as non-operating revenues in the accounting period in which all eligibility requirements have 
been met. 

 
Eligibility requirements include timing requirements, which specify the year when the resources are 
required to be used or the fiscal year when use is first permitted; matching requirements, in which the 
School must provide local resources to be used for a specified purpose; and expenditure requirements, in 
which the resources are provided to the School on a reimbursement basis.   

 
Capital Assets and Depreciation 

 
As of June 30, 2018, the School had no capital assets. 
 
Use of Estimates 

 
In preparing the financial statements, management is sometimes required to make estimates and 
assumptions that affect the reported amounts of assets and liabilities, the disclosure of contingent deferred 
outflows and deferred inflows at the date of the financial statements, and the reported amounts of revenues 
and expenses during the reporting period.  Actual results could differ from those estimates. 

 
Net Position 
 
Net Position represents the difference between assets and deferred outflows of resources, and liabilities and 
deferred inflows of resources. Net Position consists of unrestricted balances. The School applies restricted 
resources first when an expense is incurred for purposes for which both restricted and unrestricted net 
position is available. 
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Operating Revenues and Expenses 
 
Operating revenues are those revenues that are generated directly from the School’s primary activities. For 
the School, these revenues are primarily state aid payments. Operating expenses are necessary costs incurred 
to provide the goods and services that are the primary activities of the School. Revenues and expenses not 
meeting this definition are reported as non-operating. 

 
Pensions and Other Postemployment Benefits (OPEB) 
 
For purposes of measuring the net pension/OPEB liability, deferred outflows of resources and deferred 
inflows of resources related to pension/OPEB, and pension/OPEB expense; information about the fiduciary 
net position of the pension/OPEB plans and additions to/deductions from their fiduciary net positon have 
been determined on the same basis as they are reported by the pension/OPEB plan.  For this purpose, benefit 
payments (including refunds of employee contributions) are recognized when due and payable in 
accordance with the benefit terms.  The pension/OPEB plans report investments at fair value. 

 
Deferred Outflows/Inflows of Resources  
 
In addition to assets, the statements of financial position will sometimes report a separate section for 
deferred outflows of resources. Deferred outflows of resources represent a consumption of net position that 
applies to a future period and will not be recognized as an outflow of resources (expense/expenditure) until 
then. For the School, deferred outflows of resources are reported on the statement of net position for pension 
and OPEB. The deferred outflows of resources related to pension and OPEB plans are explained in Notes 
11 and 12. 
 
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. For the School, deferred inflows of resources include 
pension and OPEB, which are reported on the statement of net position. (See Notes 11 and 12). 
 
NOTE 3 - CHANGE IN ACCOUNTING PRINCIPLES 

 
For the fiscal year ended June 30, 2018, the School has implemented Governmental Accounting Standards 
Board (GASB) Statement No. 75, Accounting and Financial reporting for Postemployment Benefits other 
than Pensions, GASB Statement No. 81, Irrevocable Split-Interest Agreements, GASB Statement No. 85, 
Omnibus 2017 and GASB Statement No. 86, Certain Debt Extinguishments. 
 
GASB Statement No. 75 requires recognition of the entire net postemployment benefits other than pensions 
(other postemployment benefits or OPEB) liability and a more comprehensive measure of postemployment 
benefits expense for OPEB provided to the employees of state and local governmental employers through 
OPEB plans that are administered through trusts or equivalent arrangements. The implementation of GASB 
Statement No. 75 resulted in the inclusion of net OPEB liability and OPEB expense components on the 
financial statements.  See below for the effect on net position as previously reported. 
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Other than employer contributions subsequent to the measurement date, the School made no restatement 
for deferred inflows/outflows of resources as the information needed to generate these restatements was not 
available. 
 
GASB Statement No. 81 requires that a government that receives resources pursuant to an irrevocable split-
interest agreement recognize assets, liabilities, and deferred inflows of resources at the inception of the 
agreement. Furthermore, it requires that a government recognize assets representing its beneficial interests 
in irrevocable split-interest agreements that are administered by a third party, if the government controls 
the present service capacity of the beneficial interests. This Statement also requires that a government 
recognize revenue when the resources become applicable to the reporting period.  The implementation of 
GASB Statement No. 81 did not have an effect on the financial statements of the School. 
 
GASB Statement No. 85 addresses a variety of topics including issues related to blending component units, 
goodwill, fair value measurement and application, and postemployment benefits. These changes were 
incorporated in the School’s fiscal year 2018 financial statements; however, there was no effect on 
beginning net position/fund balance.  
 
GASB Statement No. 86 addresses the reporting and disclosure requirements of certain debt 
extinguishments including in-substance defeasance transactions and prepaid insurance associated with debt 
that is extinguished. The implementation of GASB Statement No. 86 did not have an effect on the financial 
statements of the School. 
 
NOTE 4 - DEPOSITS  

 
Protection of the School’s deposits is provided by the Federal Deposit Insurance Corporation (FDIC), by 
eligible securities pledged by the financial institution as security for repayment, or by the financial 
institutions participation in the Ohio Pooled Collateral System (OPCS), a collateral pool of eligible 
securities deposited with a qualified trustee and pledged to the Treasurer of State to secure the repayment 
of all public monies deposited in the financial institution.  
 
NOTE 5 - GRANTS FUNDING RECEIVABLE/PAYABLE 
 
The School has recorded “Grants funding receivable” in the amount of $25,925 to account for the remainder 
of State and Federal awards allocated to the School, but not received as of June 30, 2018. 
 
Additionally, under the terms of the management agreement (see note 8), the School has recorded a liability 
to Chippewa Community School, LLC in the amount of $21,896 for 100 percent of any State and Federal 
Grant monies uncollected or unpaid to Chippewa Community School, LLC as of June 30, 2018. 
 
NOTE 6 - CAPITAL ASSETS AND DEPRECIATION 

 
For the year ended June 30, 2018, the School had no capital assets. 
 

Net Position, June 30, 2017 (2,847,768)$       
Adjustments:

Net OPEB Liability (517,309)
Deferred Outflow-Payments Subsequent to Measurement Date 3,257

Restated Net Position, July 1, 2017 (3,361,820)$       
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NOTE 7 - RISK MANAGEMENT 
 

Property and Liability:  The School is exposed to various risks of loss related to torts; theft or damage to, 
and destruction of assets; errors and omissions; injuries to employees; and natural disasters. As part of its 
management agreement with Chippewa Community School, LLC, Chippewa Community School, LLC has 
contracted with an insurance company for property and general liability insurance pursuant to the 
management agreement (see note 8). There were no significant reductions in insurance coverage from the 
prior year and claims did not exceed coverage over the past three years. 

 
Director and Officer: Coverage has been purchased by the School with a $1,000,000 aggregate limit and a 
$5,000 or $10,000 deductible depending on the claim. 

 
NOTE 8 - AGREEMENT WITH CHIPPEWA COMMUNITY SCHOOL, LLC 

 
Effective March 2, 2011, the School entered into a management agreement (Agreement) with Chippewa 
Community School, LLC, which is an educational consulting and Management Company. The term of the 
Agreement with Chippewa Community School, LLC is for 4 years and will renew for two additional, 
successive five (5) year terms unless one party notifies the other party on or before  February 1st prior to 
the expiration of the then-current term of its intention to not renew the Agreement. Substantially all 
functions of the School have been contracted to Chippewa Community School, LLC.  Chippewa 
Community School, LLC is responsible and accountable to the School’s Board of Directors for the 
administration and operation of the School. The School is required to pay Chippewa Community School, 
LLC a monthly continuing fee of 96 percent (amended to 95 percent effective April 2013) of the School's 
“Qualified Gross Revenues”, defined in the Agreement as all revenues and income received by the School 
except for charitable contributions and other miscellaneous revenue, and Chippewa Community School, 
LLC shall receive 100 percent of any and all grants or funding of any kind generated by Chippewa 
Community School, LLC, and its affiliates beyond the regular per pupil state funding received by the 
School, subject to any terms and conditions attached to the grants, if any.  The continuing fee is paid to 
Chippewa Community School, LLC based on the qualified gross revenues.  

 
The School had purchased service expenses for the year ended June 30, 2018, to Chippewa Community 
School, LLC, of $1,365,619 of which $21,896 was payable to Chippewa Community School, LLC at June 
30, 2018. Chippewa Community School, LLC will be responsible for all costs incurred in providing the 
educational program at the School, which include but are not limited to, salaries and benefits of all 
personnel, curriculum materials, textbooks, library books, computers and other equipment, software, 
supplies, building payments, maintenance, capital, and insurance. 
 
NOTE 9 - SPONSORSHIP FEES 
 
Under Paragraph D(4) of the sponsor contract with St. Aloysius Orphanage, it states that the School “…shall 
pay to the Sponsor, the amount of 3 percent of all state funds received each year, in consideration for the 
time, organization, oversight, fees and costs of the Sponsor pursuant to this contract.”  Such fees are paid 
to the St. Aloysius Orphanage monthly.  As indicated on the Statement of Revenues, Expenses, and Changes 
in Net Position, the School incurred $27,358 in sponsorship fees to St. Aloysius Orphanage. 
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NOTE 10 - MANAGEMENT COMPANY EXPENSES 
 
As of June 30, 2018, Chippewa Community School, LLC and its affiliates incurred the following expenses 
on behalf of the School: 
 

 
Overhead charges are assigned to the School based on a percentage of revenue.  These charges represent 
the indirect cost of services provided in the operation of the School.  Such services include, but are not 
limited to facilities management, equipment, operational support services, management and management 
consulting, board relations, human resources management, training and orientation, financial reporting and 
compliance, purchasing and procurement, education services, technology support, marketing and 
communications.  

 
NOTE 11 - DEFINED BENEFIT PENSION PLANS 
 
Net Pension Liability 
 
The net pension liability reported on the statement of net position represents a liability to employees for 
pensions. Pensions are a component of exchange transactions—between an employer and its employees—
of salaries and benefits for employee services.  Pensions are provided to an employee—on a deferred-
payment basis—as part of the total compensation package offered by an employer for employee services 
each financial period.  The obligation to sacrifice resources for pensions is a present obligation because it 
was created as a result of employment exchanges that already have occurred. 

 
The net pension liability represents the School’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future events 
require adjusting this estimate annually.   

 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which pensions are financed; however, the School 
does receive the benefit of employees’ services in exchange for compensation including pension.  

Regular 
Instruction

(1100 Function 
Codes)

Special 
Instruction

(1200 Function 
Codes)

Support 
Services

(2000 Function 
Codes)

Non-Instructional 
(3000 through 
7000 Function 

Codes)

Total

Salaries & Wages (100 Object Codes) 409,084$        -$                143,101$        -$                     552,185$    
Employees’ Benefits (200 Object Codes) 112,217          -                  37,804            -                       150,021      
Professional & Technical Services (410 Object Codes) 49,897            49,480            222,682          -                       322,059      
Property Services (420 Object Codes) -                  -                  327,923          -                       327,923      
Utilities (450 Object Codes) -                  -                  70,636            -                       70,636        
Contracted Craft or Trade Services (460 Object Codes) -                  -                  -                  69,764                 69,764        
Transportation (480 Object Codes) -                  -                  131,068          -                       131,068      
Supplies (500 Object Codes) 55,901            863                 20,988            -                       77,752        
Other Direct Costs (All Other Object Codes) -                  -                  137,543          -                       137,543      

Overhead -                  -                  106,159          -                       106,159      

Total Expenses 627,099$        50,343$          1,197,904$     69,764$               1,945,110$ 

Direct Expenses: 

Indirect Expenses:
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GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form of 
withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State legislature.  Any resulting legislative change to benefits or funding could 
significantly affect the net pension liability.  Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability 
on the accrual basis of accounting.  Any liability for the contractually-required pension contribution 
outstanding at the end of the year is included in accounts payable.   

 
Plan Description - School Employees Retirement System (SERS) 
 
Plan Description – School non-teaching employees participate in SERS, a statewide, cost-sharing multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability and 
survivor benefits to plan members and beneficiaries.  Authority to establish and amend benefits is provided 
by Ohio Revised Code Chapter 3309.  SERS issues a publicly available, stand-alone financial report that 
includes financial statements, required supplementary information and detailed information about SERS’ 
fiduciary net position.  That report can be obtained by visiting the SERS website at www.ohsers.org under 
Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 
  

 
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
When a benefit recipient has received benefits for 12 months, an annual COLA is provided. This COLA is 
calculated on the base retirement benefit at the date of retirement and is not compounded. For those retiring 
prior to January 7, 2013, the COLA will continue to be a three percent simple annual COLA. For those 
retiring after January 7, 2013, beginning in calendar year 2019, the COLA will be based on the average 
percentage increase in the Consumer Price Index, capped at three percent. 
  
  

Eligible to Retire on or before Eligible to Retire on or after
August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
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Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and the 
School is required to contribute 14 percent of annual covered payroll.  The contribution requirements of 
plan members and employers are established and may be amended by the SERS’ Retirement Board up to 
statutory maximum amounts of 10 percent for plan members and 14 percent for employers.  The Retirement 
Board, acting with the advice of the actuary, allocates the employer contribution rate among four of the 
System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care Fund).  For 
the fiscal year ended June 30, 2018, the allocation to pension, death benefits, and Medicare B was 14 
percent.  SERS allocated 0.5 percent of employer contributions to the Health Care Fund for fiscal year 
2018. 
 
The School’s contractually required contribution to SERS was $48,356 for fiscal year 2018.  
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS issues 
a stand-alone financial report that includes financial statements, required supplementary information and 
detailed information about STRS’ fiduciary net position.  That report can be obtained by writing to STRS, 
275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the STRS Web site 
at www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined Contribution 
(DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307.  The DB 
plan offers an annual retirement allowance based on final average salary multiplied by a percentage that 
varies based on years of service.  Effective August 1, 2015, the calculation was 2.2 percent of final average 
salary for the five highest years of earnings multiplied by all years of service. Members are eligible to retire 
at age 60 with five years of qualifying service credit, or at age 55 with 26 years of service, or 31 years of 
service regardless of age.  Eligibility changes will be phased in until August 1, 2026, when retirement 
eligibility for unreduced benefits will be five years of service credit and age 65, or 35 years of service credit 
and at least age 60. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by the 
member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined benefit 
unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination of 
employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
Member contributions to the DC Plan are allocated among investment choices by the member, and 
contributions to the DB Plan from the employer and the member are used to fund the defined benefit 
payment at a reduced level from the regular DB Plan. The defined benefit portion of the Combined Plan 
payment is payable to a member on or after age 60 with five years of service. The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity 
after termination of employment at age 50 or later. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another STRS plan.  The optional annuitization of a member’s defined contribution account or the defined 
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contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS bearing 
the risk of investment gain or loss on the account.  STRS has therefore included all three plan options as 
one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least ten 
years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers Retirement 
Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 30, 2018, 
plan members were required to contribute 14 percent of their annual covered salary. The School was 
required to contribute 14 percent; the entire 14 percent was the portion used to fund pension obligations.  
The fiscal year 2018 contribution rates were equal to the statutory maximum rates. 

 
The School’s contractually required contribution to STRS was $56,180 for fiscal year 2018.   
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
 
The net pension liability was measured as of June 30, 2017, and the total pension liability used to calculate 
the net pension liability was determined by an independent actuarial valuation as of that date. The School's 
employer allocation percentage of the net pension liability was based on the employer’s share of employer 
contributions in the pension plan relative to the total employer contributions of all participating employers. 
Following is information related to the proportionate share and pension expense: 
 

 
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to the 
difference between projected and actual investment earnings, differences between expected and actual 
actuarial experience, changes in assumptions and changes in the School’s proportion of the collective net 
pension liability. The deferred outflows and deferred inflows are to be included in pension expense over 
current and future periods. The difference between projected and actual investment earnings is recognized 
in pension expense using a straight line method over a five year period beginning in the current year. 
Deferred outflows and deferred inflows resulting from changes in sources other than differences between 
projected and actual investment earnings are amortized over the average expected remaining service lives 
of all members (both active and inactive) using the straight line method. Employer contributions to the 
pension plan subsequent to the measurement date are also required to be reported as a deferred outflow of 
resources.  
 
  

SERS STRS Total
Proportion of the Net Pension Liability:

Current Measurement Date 0.00851030% 0.00698873%
Prior Measurement Date 0.00601240% 0.00673300%

Change in Proportionate Share 0.00249790% 0.00025573%

Proportionate Share of the Net 
  Pension Liability 508,472$             1,660,188$           2,168,660$         
Pension Expense (8,258)$               (767,851)$            (776,109)$          

Attachment 26: Audited Financial Statements Page 902



Broadway Academy 
Cuyahoga County, Ohio 

Notes to the Basic Financial Statements 
For the Fiscal Year Ended June 30, 2018 

 
 

20 
 

At June 30, 2018 the School reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  
 

 
$104,536 reported as deferred outflows of resources related to pension resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net pension liability in the 
fiscal year ending June 30, 2019.  Other amounts reported as deferred outflows of resources and deferred 
inflows of resources related to pension will be recognized in pension expense as follows:  
 

 
Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 
67, as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment terminations).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 

SERS STRS Total
Deferred Outflows of Resources
Differences between Expected and 
  Actual Experience 21,880$               64,112$               85,992$             
Changes of Assumptions 26,293 363,102 389,395
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 137,521 144,692 282,213
School Contributions Subsequent to the 
  Measurement Date 48,356 56,180 104,536
Total Deferred Outflows of Resources 234,050$             628,086$             862,136$           

Deferred Inflows of Resources
Differences between Expected and 
  Actual Experience 0$                       13,381$               13,381$             
Net Difference between Projected and 
  Actual Earnings on Pension Plan Investments 2,414 54,788 57,202
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 90,346 552,971 643,317
Total Deferred Inflows of Resources 92,760$               621,140$             713,900$           

SERS STRS Total
Fiscal Year Ending June 30:

2019 30,393$               (52,093)$              (21,700)$            
2020 35,937 22,436 58,373
2021 38,456 (63,418) (24,962)
2022 (11,852) 43,841 31,989

92,934$               (49,234)$              43,700$             
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Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time of 
each valuation and the historical pattern of sharing benefit costs between the employers and plan members 
to that point. The projection of benefits for financial reporting purposes does not explicitly incorporate the 
potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration the 
benefits, if any, paid to the employee after termination of employment until the death of the employee and 
any applicable contingent annuitant. In many cases, actuarial calculations reflect several decades of service 
with the employer and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial valuation, 
prepared as of June 30, 2017, are presented below: 
 

 
 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection and a five year age set-back for both males and females.  Mortality among 
service retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection with Scale BB, 120 percent of male rates and 110 percent of female rates.  
Mortality among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 percent for 
male rates and 100 percent for female rates, set back five years is used for the period after disability 
retirement.  
 
The actuarial assumptions used in the June 30, 2017 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, payroll 
growth assumption and assumed real wage growth were reduced in the most recent actuarial valuation.  The 
rates of withdrawal, retirement and disability updated to reflect recent experience and mortality rates were 
also updated. 
 
The long-term return expectation for the Pension Plan Investments has been determined by using a building-
block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  A 
forecasted rate of inflation serves as the baseline for the return expectation.  Various real return premiums 
over the baseline inflation rate have been established for each asset class.  The long-term expected nominal 
rate of return has been determined by calculating an arithmetic weighted average of the expected real return 
premiums for each asset class, adding the projected inflation rate, and adding the expected return from 
rebalancing uncorrelated asset classes. The target allocation and best estimates of arithmetic real rates of 
return for each major assets class are summarized in the following table: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
COLA or Ad Hoc COLA 2.50 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)
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Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers and 
from the members would be computed based on contribution requirements as stipulated by State statute.  
Projected inflows from investment earnings were calculated using the long-term assumed investment rate 
of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position was projected to be 
available to make all future benefit payments of current plan members.  Therefore, the long-term expected 
rate of return on pension plan investments was applied to all periods of projected benefits to determine the 
total pension liability.   
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the School’s proportionate share of the net pension liability calculated using 
the discount rate of 7.50 percent, as well as what each plan’s net pension liability would be if it were 
calculated using a discount rate that is one percentage point lower (6.50 percent), or one percentage point 
higher (8.50 percent) than the current rate. 
 

 
 
Actuarial Assumptions - STRS 
 
The total pension liability in the June 30, 2017, actuarial valuation was determined using the following 
actuarial assumptions, applied to all periods included in the measurement:  
 

 
 
Post-retirement mortality rates for healthy retirees are based on the RP-2014 Annuitant Mortality Table 
with 50 percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates 
between ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using 

Asset Class
Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return

1% Decrease
(6.50%)

Current 
Discount Rate

(7.50%)
1% Increase 

(8.50%)
School's Proportionate Share
  of the Net Pension Liability 705,626$             508,472$             343,314$           

Inflation 2.50 percent
Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Cost-of-Living Adjustments 0.00 percent effective July 1, 2017
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mortality improvement scale MP-2016. Post-retirement disabled mortality rates are based on the RP-2014 
Disabled Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected 
forward generationally using mortality improvement scale MP-2016. Pre-retirement mortality rates are 
based on RP-2014 Employee Mortality Table, projected forward generationally using mortality 
improvement scale MP-2016. 
 
Actuarial assumptions used in the July 1, 2017, valuation are based on the results of an actuarial experience 
study for the period July 1, 2011 through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on the 
target allocation adopted by the Retirement Board. The target allocation and long-term expected rate of 
return for each major asset class are summarized as follows:  
 

 
 

*The target allocation percentage is effective as of July 1, 2017. Target weights will be phased in over a 
24-month period concluding on July 1, 2019. 
 
**Ten year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25 
percent and does not include investment expenses. Over a 30-year period, STRS’ investment consultant 
indicates that the above target allocations should generate a return above the actuarial rate of return, without 
net value added by management. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 30, 
2017. The projection of cash flows used to determine the discount rate assumes member and employer 
contributions will be made at the statutory contribution rates in accordance with rate increases described 
above.  For this purpose, only employer contributions that are intended to fund benefits of current plan 
members and their beneficiaries are included. Based on those assumptions, STRS’ fiduciary net position 
was projected to be available to make all projected future benefit payments to current plan members as of 
June 30, 2017. Therefore, the long-term expected rate of return on pension plan investments of 7.45 percent 
was applied to all periods of projected benefit payments to determine the total pension liability as of June 
30, 2017. 
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the School's proportionate share of the net pension liability as of June 
30, 2017, calculated using the current period discount rate assumption of 7.45 percent, as well as what the 
School's proportionate share of the net pension liability would be if it were calculated using a discount rate 
that is one-percentage-point lower (6.45 percent) or one-percentage-point higher (8.45 percent) than the 
current assumption:  

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected
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Assumption Changes since the Prior Measurement Date 
The Retirement Board approved several changes to the actuarial assumptions in 2017. The long term 
expected rate of return was reduced from 7.75 percent to 7.45 percent, the inflation assumption was lowered 
from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered to 3.00 percent, and total 
salary increases rate was lowered by decreasing the merit component of the individual salary increases, in 
addition to a decrease of 0.25 percent due to lower inflation. The healthy and disabled mortality assumptions 
were updated to the RP-2014 mortality tables with generational improvement scale MP-2016. Rates of 
retirement, termination and disability were modified to better reflect anticipated future experience. 
 
Benefit Term Changes since the Prior Measurement Date 
Effective July 1, 2017, the COLA was reduced to zero.  
 
NOTE 12 - DEFINED BENEFIT OPEB PLANS 

 
Net OPEB Liability 

 
The net OPEB liability reported on the statement of net position represents a liability to employees for 
OPEB. OPEB is a component of exchange transactions-–between an employer and its employees—of 
salaries and benefits for employee services.  OPEB are provided to an employee—on a deferred-payment 
basis—as part of the total compensation package offered by an employer for employee services each 
financial period.  The obligation to sacrifice resources for OPEB is a present obligation because it was 
created as a result of employment exchanges that already have occurred. 

 
The net OPEB liability represents the School’s proportionate share of each OPEB plan’s collective actuarial 
present value of projected benefit payments attributable to past periods of service, net of each OPEB plan’s 
fiduciary net position.  The net OPEB liability calculation is dependent on critical long-term variables, 
including estimated average life expectancies, earnings on investments, cost of living adjustments and 
others.  While these estimates use the best information available, unknowable future events require 
adjusting these estimates annually.   

 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which OPEB are financed; however, the School does 
receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the liability is solely the obligation of the employer, because they benefit from employee 
services.  OPEB contributions come from these employers and health care plan enrollees which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change to 
benefits or funding could significantly affect the net OPEB liability. Resulting adjustments to the net OPEB 
liability would be effective when the changes are legally enforceable. The retirement systems may allocate 
a portion of the employer contributions to provide for these OPEB benefits. 

 
  

1% Decrease
(6.45%)

Current 
Discount Rate

(7.45%)
1% Increase 

(8.45%)
School's Proportionate Share
  of the Net Pension Liability 2,379,823$           1,660,188$           1,054,003$         
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The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB liability on 
the accrual basis of accounting.  Any liability for the contractually-required OPEB contribution outstanding 
at the end of the year is included in accounts payable. 

 
Plan Description - School Employees Retirement System (SERS) 
 
Health Care Plan Description - The School contributes to the SERS Health Care Fund, administered by 
SERS for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered 
a cost-sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most types 
of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and service 
retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to the death 
of a member or retiree, are eligible for SERS’ health care coverage. Most retirees and dependents choosing 
SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully insured Medicare 
Advantage plan; however, SERS maintains a traditional, self-insured preferred provider organization for 
its non-Medicare retiree population. For both groups, SERS offers a self-insured prescription drug program. 
Health care is a benefit that is permitted, not mandated, by statute.  The financial report of the Plan is 
included in the SERS Comprehensive Annual Financial Report which can be obtained on SERS’ website 
at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the Ohio 
Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the plan 
selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required pensions and benefits, the Retirement 
Board may allocate the remainder of the employer contribution of 14 percent of covered payroll to the 
Health Care Fund in accordance with the funding policy. For fiscal year 2018, .5 percent of covered payroll 
was made to health care. An additional health care surcharge on employers is collected for employees 
earning less than an actuarially determined minimum compensation amount, pro-rated if less than a full 
year of service credit was earned. For fiscal year 2018, this amount was $23,700. Statutes provide that no 
employer shall pay a health care surcharge greater than 2 percent of that employer’s SERS-covered payroll; 
nor may SERS collect in aggregate more than 1.5 percent of the total statewide SERS-covered payroll for 
the health care surcharge.  For fiscal year 2018, the School’s surcharge obligation was $2,926.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The School’s contractually required contribution to SERS was 
$4,717 for fiscal year 2018.   Of this amount $2,926 is reported as an accounts payable.  
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing 
Health Plan administered for eligible retirees who participated in the defined benefit or combined pension 
plans offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, 
physicians’ fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  
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Medicare Part B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is 
included in the report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227-
7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed 
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees, for the most recent year, pay a portion of the health care costs in the form of a monthly premium.  
Under Ohio law, funding for post-employment health care may be deducted from employer contributions, 
currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2018, STRS did not allocate any 
employer contributions to post-employment health care.   
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to OPEB  
 
The net OPEB liability was measured as of June 30, 2017, and the total OPEB liability used to calculate 
the net OPEB liability was determined by an actuarial valuation as of that date. The School's proportion of 
the net OPEB liability was based on the School's share of contributions to the respective retirement systems 
relative to the contributions of all participating entities.  Following is information related to the 
proportionate share and OPEB expense: 

 

 
 
 
 
 
 
 
 

This space intentionally left blank. 
  

SERS STRS Total
Proportion of the Net OPEB Liability

Current Measurement Date 0.00835560% 0.00698873%
Prior Measurement Date 0.00551597% 0.00673300%

Change in Proportionate Share 0.00283963% 0.00025573%

Proportionate Share of the Net OPEB Liability 224,242$             272,674$             496,916$             
OPEB Expense 33,264$               (81,253)$              (47,989)$              
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At June 30, 2018, the School reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  
 

 
 
$4,717 reported as deferred outflows of resources related to OPEB resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the year 
ending June 30, 2019.  Other amounts reported as deferred outflows of resources and deferred inflows of 
resources related to OPEB will be recognized in OPEB expense as follows:  

 
Actuarial Assumptions - SERS 
 
The total OPEB liability is determined by SERS’ actuaries in accordance with GASB Statement No. 74, as 
part of their annual actuarial valuation for each retirement plan. Actuarial valuations of an ongoing plan 
involve estimates of the value of reported amounts (e.g., salaries, credited service) and assumptions about 
the probability of occurrence of events far into the future (e.g., mortality, disabilities, retirements, 
employment terminations). Actuarially determined amounts are subject to continual review and potential 
modifications, as actual results are compared with past expectations and new estimates are made about the 
future. 
 
  

SERS STRS Total
Deferred Outflows of Resources
Differences between Expected and 
  Actual Experience 0$                       15,741$               15,741$               
Changes in Proportionate Share and Differences 
  between School Contributions and
  Proportionate Share of Contributions 58,880 11,722 70,602
School Contributions Subsequent to the 
  Measurement Date 4,717 0 4,717
Total Deferred Outflows of Resources 63,597$               27,463$               91,060$               

Deferred Inflows of Resources
Net Difference between Projected and 
  Actual Earnings on OPEB Plan Investments 592$                   11,654$               12,246$               
Changes of Assumptions 21,279 21,965 43,244
Total Deferred Inflows of Resources 21,871$               33,619$               55,490$               

SERS STRS Total
Fiscal Year Ending June 30:

2019 13,476$               (1,998)$               11,478$               
2020 13,476 (1,998) 11,478
2021 10,205 (1,998) 8,207
2022 (148) (1,996) (2,144)
2023 0 916 916

Thereafter 0 918 918

37,009$               (6,156)$               30,853$               
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Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time of 
each valuation and the historical pattern of sharing benefit costs between the employers and plan members 
to that point. The projection of benefits for financial reporting purposes does not explicitly incorporate the 
potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration the 
benefits, if any, paid to the employee after termination of employment until the death of the employee and 
any applicable contingent annuitant. In many cases, actuarial calculations reflect several decades of service 
with the employer and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total OPEB liability in the latest actuarial valuation 
date of June 30, 2017, are presented below: 
 

 
 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality Table 
with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The most recent experience study was completed for the five year period ended June 30, 2015.   
 
The long-term expected rate of return on plan assets is reviewed as part of the actuarial five-year experience 
study. The most recent study covers fiscal years 2010 through 2015, and was adopted by the Board on April 
21, 2016. Several factors are considered in evaluating the long-term rate of return assumption including 
long-term historical data, estimates inherent in current market data, and a log-normal distribution analysis 
in which best-estimate ranges of expected future real rates of return were developed by the investment 
consultant for each major asset class. These ranges were combined to produce the long-term expected rate 
of return, 7.50 percent, by weighting the expected future real rates of return by the target asset allocation 
percentage and then adding expected inflation. The capital market assumptions developed by the investment 
consultant are intended for use over a 10-year horizon and may not be useful in setting the long-term rate 
of return for funding pension plans which covers a longer timeframe. The assumption is intended to be a 
long-term assumption and is not expected to change absent a significant change in the asset allocation, a 
change in the inflation assumption, or a fundamental change in the market that alters expected returns in 
future years. 
 
  

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Municipal Bond Index Rate

Measurement Date 3.56 percent
Prior Measurement Date 2.92 percent

Single Equivalent Interest Rate
Measurement Date 3.63 percent, net of plan investment expense, including price inflation
Prior Measurement Date 2.98 percent, net of plan investment expense, including price inflation

Medical Trend Assumption
Medicare 5.50 percent - 5.00 percent
Pre-Medicare 7.50 percent - 5.00 percent
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The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, as 
used in the June 30, 2015 five-year experience study, are summarized as follows: 
 

 
 

Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2017 was 3.63 percent. 
The discount rate used to measure total OPEB liability prior to June 30, 2017 was 2.98 percent. The 
projection of cash flows used to determine the discount rate assumed that contributions will be made from 
members and the System at the state statute contribution rate of 2.00 percent of projected covered employee 
payroll each year, which includes a 1.50 percent payroll surcharge and 0.50 percent of contributions from 
the basic benefits plan. Based on these assumptions, the OPEB plan’s fiduciary net position was projected 
to become insufficient to make future benefit payments during the fiscal year ending June 30, 2025. 
Therefore, the long-term expected rate of return on OPEB plan assets was used to present value the 
projected benefit payments through the fiscal year ending June 30, 2024 and the Fidelity General Obligation 
20-year Municipal Bond Index rate of 3.56 percent, as of June 30, 2017 (i.e. municipal bond rate), was used 
to present value the projected benefit payments for the remaining years in the projection. The total present 
value of projected benefit payments from all years was then used to determine the single rate of return that 
was used as the discount rate. The projection of future benefit payments for all current plan members was 
until the benefit payments ran out. 
 
Sensitivity of the School's Proportionate Share of the Net OPEB Liability to Changes in the Discount 
Rate and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in 
the discount rate and the health care cost trend rate. The following table presents the net OPEB liability of 
SERS, what SERS' net OPEB liability would be if it were calculated using a discount rate that is 1 
percentage point lower (2.63 percent) and higher (4.63 percent) than the current discount rate (3.63 percent). 
Also shown is what SERS' net OPEB liability would be based on health care cost trend rates that are 1 
percentage point lower (6.5 percent decreasing to 4.0 percent) and higher (8.5 percent decreasing to 6.0 
percent) than the current rate. 
 

Asset Class
Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results used 
in the June 30, 2017, actuarial valuation are presented below:   

 

 
 

Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 percent 
of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 
and 84, and 100 percent of rates thereafter, projected forward generationally using mortality improvement 
scale MP-2016. For disabled retirees, mortality rates are based on the RP-2014 Disabled Mortality Table 
with 90 percent of rates for males and 100 percent of rates for females, projected forward generationally 
using mortality improvement scale MP-2016. 
 
Actuarial assumptions used in the June 30, 2017, valuation are based on the results of an actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 
Since the prior measurement date, the discount rate was increased from 3.26 percent to 4.13 percent based 
on the methodology defined under GASB Statement No. 74, Financial Reporting for Postemployment 
Benefit Plans Other Than Pension Plans (OPEB) and the long term expected rate of return was reduced 
from 7.75 percent to 7.45 percent. Valuation year per capita health care costs were updated, and the salary 
scale was modified. The percentage of future retirees electing each option was updated based on current 
data and the percentage of future disabled retirees and terminated vested participants electing health 
coverage were decreased. The assumed mortality, disability, retirement, withdrawal and future health care 
cost trend rates were modified along with the portion of rebated prescription drug costs. 
 
Also since the prior measurement date, the subsidy multiplier for non-Medicare benefit recipients was 
reduced from 2.1 percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were 
discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 2019.  Subsequent to the current measurement date, 

1% Decrease
(2.63%)

Current 
Discount Rate

(3.63%)
1% Increase 

(4.63%)
School's Proportionate Share
  of the Net OPEB Liability 270,801$             224,242$             187,356$             

1% Decrease
Current 

Trend Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability 181,956$             224,242$             280,209$             

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Cost-of-Living Adjustments (COLA) 0.00 percent effective July 1, 2017
Blended Discount Rate of Return 4.13 percent
Health Care Cost Trends 6.00 percent to 11.00 percent, initial, 4.50 percent ultimate

Attachment 26: Audited Financial Statements Page 913



Broadway Academy 
Cuyahoga County, Ohio 

Notes to the Basic Financial Statements 
For the Fiscal Year Ended June 30, 2018 

 
 

31 
 

the date for discontinuing remaining Medicare Part B premium reimbursements was extended to January 
2020. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on the 
target allocation adopted by the Retirement Board.  The target allocation and long-term expected rate of 
return for each major asset class are summarized as follows:  
 

 
 

*Ten year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25 
percent and does not include investment expenses.  Over a 30-year period, STRS' investment consultant 
indicates that the above target allocations should generate a return above the actual rate of return, without 
net value added by management. 
 
Discount Rate The discount rate used to measure the total OPEB liability was 4.13 percent as of June 30, 
2017. The projection of cash flows used to determine the discount rate assumes STRS Ohio continues to 
allocate no employer contributions to the health care fund. Based on these assumptions, the OPEB plan’s 
fiduciary net position was not projected to be sufficient to make all projected future benefit payments of 
current plan members. The OPEB plan’s fiduciary net position was projected to become insufficient to 
make future benefit payments during the fiscal year ending June 30, 2037.  Therefore, the long-term 
expected rate of return on OPEB plan assets was used to determine the present value of the projected benefit 
payments through the fiscal year ending June 30, 2036 and the Bond Buyer 20-year municipal bond rate of 
3.58 percent as of June 30, 2017 (i.e. municipal bond rate), was used to determine the present value of the 
projected benefit payments for the remaining years in the projection.  The total present value of projected 
benefit payments from all years was then used to determine the single rate of return that was used as the 
discount rate. The blended discount rate of 4.13 percent, which represents the long-term expected rate of 
return of 7.45 percent for the funded benefit payments and the Bond Buyer 20-year municipal bond rate of 
3.58 percent for the unfunded benefit payments, was used to measure the total OPEB liability as of June 
30, 2017.  A blended discount rate of 3.26 percent which represents the long term expected rate of return 
of 7.75 percent for the funded benefit payments and the Bond Buyer 20-year municipal bond rate of 2.85 
percent for the unfunded benefit payments was used to measure the total OPEB liability at June 30, 2016. 
 
Sensitivity of the School’s Proportionate Share of the Net OPEB Liability to Changes in the Discount 
and Health Care Cost Trend Rate The following table represents the net OPEB liability as of June 30, 
2017, calculated using the current period discount rate assumption of 4.13 percent, as well as what the net 
OPEB liability would be if it were calculated using a discount rate that is one percentage point lower (3.13 
percent) or one percentage point higher (5.13 percent) than the current assumption. Also shown is the net 
OPEB liability as if it were calculated using health care cost trend rates that are one percentage point lower 
or one percentage point higher than the current health care cost trend rates. 

 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

100.00 %

Allocation Real Rate of Return*
Target Long Term Expected
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NOTE 13 - CONTINGENCIES 
 
Grants 
 
Amounts received from grantor agencies are subject to audit and adjustment by the grantor. Any disallowed 
costs may require refunding to the grantor.  Amounts which may be disallowed, if any, are not presently 
determinable.  However, in the opinion of the School, any such disallowed claims will not have a material 
adverse effect on the financial position of the School. 
 
Enrollment FTE 

 
School foundation funding is based on the annualized full-time equivalent (FTE) enrollment of each 
student. However, there is an important nexus between attendance and enrollment for Foundation funding 
purposes.  Community schools must provide documentation that clearly demonstrates students have 
participated in learning opportunities. The Ohio Department of Education (ODE) is legislatively required 
to adjust/reconcile funding as enrollment information is updated by schools throughout the State, which 
can extend past the fiscal year end.  
   
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal 
year end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance.  As of the date of this report, ODE has not performed an FTE Review on the School for 
fiscal year 2018. 
 
As of the date of this report, additional ODE adjustments for fiscal year 2018 are not finalized.  As a result, 
the impact of future FTE adjustments on the fiscal year 2018 financial statements is not determinable, at 
this time. Management believes this may result in either an additional receivable to, or a liability of, the 
School. 
 
In addition, the School’s contracts with their Sponsor and Management Company require payment based 
on revenues received from the State. As discussed above, additional FTE adjustments for fiscal year 2018 
are not finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 2018 financial 
statements, related to additional reconciliation necessary with these contracts, is not determinable.  
Management believes this may result in either an additional receivable to, or liability of, the School. 
 
Litigation 

 
The School is not a party to legal proceedings that, in the opinion of management, would have a material 
adverse effect on the financial statements. 

1% Decrease
(3.13%)

Current 
Discount Rate

(4.13%)
1% Increase 

(5.13%)
School's Proportionate Share
  of the Net OPEB Liability 366,061$             272,674$             198,869$             

1% Decrease
Current 

Trend Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability 189,443$             272,674$             382,217$             
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2018 2017 2016 2015 2014
School Employees Retirement System (SERS)

School's Proportion of the Net Pension Liability 0.00851030% 0.00601240% 0.00966440% 0.00806000% 0.00806000%

School's Proportionate Share of the Net Pension Liability 508,472$        440,052$         551,460$       407,912$       479,302$       

School's Covered Payroll 279,964$        304,836$         680,956$       191,732$       227,233$       

School's Proportionate Share of the Net Pension Liability
as a Percentage of its Covered Payroll 181.62% 144.36% 80.98% 212.75% 210.93%

Plan Fiduciary Net Position as a Percentage of the Total Pension Liability 69.50% 62.98% 69.16% 71.70% 65.52%

State Teachers Retirement System (STRS)

School's Proportion of the Net Pension Liability 0.00698873% 0.00673300% 0.01011854% 0.00937225% 0.00937225%

School's Proportionate Share of the Net Pension Liability 1,660,188$     2,253,738$      2,796,468$    2,279,656$    2,715,511$    

School's Covered Payroll 768,329$        984,743$         693,614$       834,000$       534,708$       

School's Proportionate Share of the Net Pension Liability
as a Percentage of its Covered Payroll 216.08% 228.87% 403.17% 273.34% 507.85%

Plan Fiduciary Net Position as a Percentage of the Total Pension Liability 75.30% 66.80% 72.10% 74.70% 69.30%

(1) Information prior to 2014 is not available.

Note: The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

Broadway Academy
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net Pension Liability

Last Five Fiscal Years (1)

See accompanying notes to the required supplementary information.
33
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2018 2017 2016 2015
School Employees Retirement System (SERS)

Contractually Required Contribution 48,356$               39,195$               42,677$               89,750$               

Contributions in Relation to the 
Contractually Required Contribution (48,356) (39,195) (42,677) (89,750)

Contribution Deficiency (Excess) 0$                        0$                        0$                        0$                        

School's Covered Payroll 358,193$             279,964$             304,836$             680,956$             

Pension Contributions as a Percentage of 
Covered Payroll 13.50% 14.00% 14.00% 13.18%

State Teachers Retirement System (STRS)

Contractually Required Contribution 56,180$               107,566$             137,864$             97,106$               

Contributions in Relation to the 
Contractually Required Contribution (56,180) (107,566) (137,864) (97,106)

Contribution Deficiency (Excess) 0$                        0$                        0$                        0$                        

School's Covered Payroll 401,286$             768,329$             984,743$             693,614$             

Pension Contributions as a Percentage of 
Covered Payroll 14.00% 14.00% 14.00% 14.00%

(1) Information prior to 2012 is not available

Broadway Academy
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Contributions  - Pension

Last Seven Fiscal Years(1)

See accompanying notes to the required supplementary information.
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2014 2013 2012

26,574$               31,449$               23,349$               

(26,574) (31,449) (23,349)

0$                        0$                        0$                        

191,732$             227,233$             173,599$             

13.86% 13.84% 13.45%

108,420$             69,512$               69,580$               

(108,420) (69,512) (69,580)

0$                        0$                        0$                        

834,000$             534,708$             535,231$             

13.00% 13.00% 13.00%
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2018 2017
School Employees Retirement System (SERS)

School's Proportion of the Net OPEB Liability 0.00835560% 0.00551597%

School's Proportionate Share of the Net OPEB Liability 224,242$             157,226$             

School's Covered Payroll 279,964$             304,836$             

School's Proportionate Share of the Net OPEB Liability
as a Percentage of its Covered Payroll 80.10% 51.58%

Plan Fiduciary Net Position as a Percentage of the Total OPEB Liability 12.46% 11.49%

State Teachers Retirement System (STRS)

School's Proportion of the Net OPEB Liability 0.00698873% 0.00673300%

School's Proportionate Share of the Net OPEB Liability 272,674$             360,083$             

School's Covered Payroll 768,329$             984,743$             

School's Proportionate Share of the Net OPEB Liability
as a Percentage of its Covered Payroll 35.49% 36.57%

Plan Fiduciary Net Position as a Percentage of the Total OPEB Liability 47.10% 37.30%

(1) Information prior to 2017 is not available.

Note: The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

Broadway Academy
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net OPEB Liability

Last Two Fiscal Years (1)

See accompanying notes to the required supplementary information.
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2018 2017 2016 2015
School Employees Retirement System (SERS)

Contractually Required Contribution (1) 4,717$                 3,257$                 316$                    1,921$                 

Contributions in Relation to the 
Contractually Required Contribution (4,717) (3,257) (316) (1,921)

Contribution Deficiency (Excess) 0$                        0$                        0$                        0$                        

School's Covered Payroll 358,193$             279,964$             304,836$             680,956$             

OPEB Contributions as a Percentage of 
Covered Payroll (1) 1.32% 1.16% 0.10% 0.28%

State Teachers Retirement System (STRS)

Contractually Required Contribution 0$                        0$                        0$                        0$                        

Contributions in Relation to the 
Contractually Required Contribution 0 0 0 0

Contribution Deficiency (Excess) 0$                        0$                        0$                        0$                        

School's Covered Payroll 401,286$             768,329$             984,743$             693,614$             

OPEB Contributions as a Percentage of 
Covered Payroll 0.00% 0.00% 0.00% 0.00%

(1) Includes surcharge
(2) Information prior to 2012 is not available

Broadway Academy
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Contributions - OPEB

Last Seven Fiscal Years(2)

See accompanying notes to the required supplementary information.
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2014 2013 2012

2,654$                 2,512$                 4,688$                 

(2,654) (2,512) (4,688)

0$                        0$                        0$                        

191,732$             227,233$             173,599$             

1.38% 1.11% 2.70%

8,340$                 5,347$                 5,352$                 

(8,340) (5,347) (5,352)

0$                        0$                        0$                        

834,000$             534,708$             535,231$             

1.00% 1.00% 1.00%
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Note 1 - Net Pension Liability 
 
Changes in Assumptions - SERS 
 
For fiscal year 2017, the SERS Board adopted the following assumption changes: 

• Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent 
• Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent 
• Assumed real wage growth was reduced from 0.75 percent to 0.50 percent 
• Rates of withdrawal, retirement and disability were updated to reflect recent experience. 
• Mortality among active members was updated to the following: 

o RP-2014 Blue Collar Mortality Table with fully generational projection and a five year 
age set-back for both males and females. 

• Mortality among service retired members, and beneficiaries was updated to the following: 
o RP-2014 Blue Collar Mortality Table with fully generational projection with Scale BB, 

120 percent of male rates, and 110 percent of female rates. 
• Mortality among disable member was updated to the following: 

o RP-2000 Disabled Mortality Table, 90 percent for male rates and 100 percent for female 
rates, set back five years is used for the period after disability retirement.   

 
Changes in Benefit Terms - SERS 

For fiscal year 2018, the cost-of-living adjustment was changed from a fixed 3.00 percent to a cost-of-living 
adjustment that is indexed to CPI-W not greater than 2.50 percent with a floor of zero percent beginning 
January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has enacted a 
three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the Retirement Board approved several changes to the actuarial assumptions in 2017. 
The long term expected rate of return was reduced from 7.75 percent to 7.45 percent, the inflation 
assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered to 
3.00 percent, and total salary increases rate was lowered by decreasing the merit component of the 
individual salary increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy and 
disabled mortality assumptions were updated to the RP-2014 mortality tables with generational 
improvement scale MP-2016. Rates of retirement, termination and disability were modified to better reflect 
anticipated future experience. 
 
Changes in Benefit Terms - STRS 
 
Effective for fiscal year 2018, the cost-of-living adjustment (COLA) was reduced to zero.  
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Note 2 - Net OPEB Liability 
 
Changes in Assumptions – SERS 
 
Amounts reported for fiscal year 2018 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability as presented below: 
 
Municipal Bond Index Rate: 

Fiscal year 2018   3.56 percent 
Fiscal year 2017   2.92 percent 

Single Equivalent Interest Rate, net of plan investment expense, including price inflation 
Fiscal year 2018   3.63 percent 
Fiscal year 2017   2.98 percent 

 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the discount rate was increased from 3.26 percent to 4.13 percent based on the 
methodology defined under GASB Statement No. 74, Financial Reporting for Postemployment Benefit 
Plans Other Than Pension Plans (OPEB) and the long term expected rate of return was reduced from 7.75 
percent to 7.45 percent. Valuation year per capita health care costs were updated, and the salary scale was 
modified. The percentage of future retirees electing each option was updated based on current data and the 
percentage of future disabled retirees and terminated vested participants electing health coverage were 
decreased. The assumed mortality, disability, retirement, withdrawal and future health care cost trend rates 
were modified along with the portion of rebated prescription drug costs. 
 
Also for fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued for 
certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will be 
discontinued beginning January 2019. 
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December 27, 2018 

 

To the Board of Directors  

Broadway Academy 

Cuyahoga County, Ohio 

3398 E. 55th Street 

Cleveland, Ohio 44127 

 

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 

and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards  

 

We have audited, in accordance with the auditing standards generally accepted in the United States of 

America and the standards applicable to financial audits contained in Government Auditing Standards 

issued by the Comptroller General of the United States, the financial statements of Broadway Academy, 

Cuyahoga County, Ohio (the “School”) as of and for the year ended June 30, 2018, and the related notes 

to the financial statements, which collectively comprise the School’s basic financial statements, and have 

issued our report thereon dated December 27, 2018, in which we noted in our report that the School 

restated the net position balance to account for the implementation of GASB Statement No. 75, 

Accounting and Financial reporting for Postemployment Benefits other than Pensions.  

 

Internal Control over Financial Reporting 

 

In planning and performing our audit of the financial statements, we considered the School’s internal 

control over financial reporting (internal control) to determine the audit procedures that are appropriate in 

the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 

purpose of expressing an opinion on the effectiveness of the School’s internal control. Accordingly, we 

do not express an opinion on the effectiveness of the School’s internal control. 

 

A deficiency in internal control exists when the design or operation of a control does not allow 

management or employees, in the normal course of performing their assigned functions, to prevent, or 

detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 

of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 

of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A 

significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 

severe than a material weakness, yet important enough to merit attention by those charged with 

governance. 

 

Our consideration of internal control was for the limited purpose described in the first paragraph of this 

section and was not designed to identify all deficiencies in internal control that might be material 

weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 

deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 

may exist that have not been identified. 
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Broadway Academy 

Independent Auditor’s Report on Internal Control over Financial Reporting and on  

Compliance and Other Matters Based on an Audit of Financial Statements  

Performed in Accordance with Government Auditing Standards 

Page 2 of 2 

 

Compliance and Other Matters 

 

As part of obtaining reasonable assurance about whether the School's financial statements are free from 

material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 

contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 

determination of financial statement amounts. However, providing an opinion on compliance with those 

provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 

results of our tests disclosed no instances of noncompliance or other matters that are required to be 

reported under Government Auditing Standards. 

 

Purpose of this Report 

 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance 

and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 

control or on compliance. This report is an integral part of an audit performed in accordance with 

Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 

this communication is not suitable for any other purpose. 

 

 

 

 

 

        Medina, Ohio 
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Board of Directors 
Broadway Academy 
3398 East 55th Street 
Cleveland, Ohio 44127 
 
 
We have reviewed the Independent Auditor’s Report of the Broadway Academy, Cuyahoga 
County, prepared by Rea & Associates, Inc., for the audit period July 1, 2016 through June 30, 
2017.  Based upon this review, we have accepted these reports in lieu of the audit required by 
Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying financial 
statements and, accordingly, we are unable to express, and do not express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Broadway Academy is responsible for 
compliance with these laws and regulations. 
 
 
 
 
 
 
 
 
Dave Yost 
Auditor of State 
 
March 27, 2018 
. 
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January 19, 2018 
 
To the Board of Directors  
Broadway Academy 
Cuyahoga County, Ohio 
3398 E. 55th Street 
Cleveland, Ohio 44127 
 

Independent Auditor's Report 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Broadway Academy, Cuyahoga County, 
Ohio, (the “School”) as of and for the year ended June 30, 2017, and the related notes to the financial 
statements, which collectively comprise the School’s basic financial statements as listed in the table of 
contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation 
and fair presentation of the financial statements in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s 
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. 
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Broadway Academy 
Independent Auditor’s Report 
Page 2 of 2 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the School, as of June 30, 2017, and the changes in its financial position and its cash 
flows for the year then ended in accordance with accounting principles generally accepted in the United 
States of America. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, the Schedule of the School's Proportionate Share of the Net Pension Liability, 
and Schedule of School Contributions on pages 4-8, 29-30, and 31-32, respectively, be presented to 
supplement the basic financial statements. Such information, although not a part of the basic financial 
statements, is required by the Governmental Accounting Standards Board who considers it to be an 
essential part of financial reporting for placing the basic financial statements in an appropriate 
operational, economic, or historical context. We have applied certain limited procedures to the required 
supplementary information in accordance with auditing standards generally accepted in the United States 
of America, which consisted of inquiries of management about the methods of preparing the information 
and comparing the information for consistency with management’s responses to our inquiries, the basic 
financial statements, and other knowledge we obtained during our audit of the basic financial statements. 
We do not express an opinion or provide any assurance on the information because the limited procedures 
do not provide us with sufficient evidence to express an opinion or provide any assurance.  
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated January 19, 
2018 on our consideration of the School’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the School’s internal control over financial reporting or on compliance. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards in considering the 
School’s internal control over financial reporting and compliance. 

 

 
Medina, Ohio 
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The discussion and analysis of Broadway Academy’s (the School) financial performance provides an 
overall review of the School’s financial activities for the fiscal year ended June 30, 2017.  The intent of 
this discussion and analysis is to look at the School’s financial performance as a whole; readers should 
also review the financial statements and the notes to the financial statements to enhance their 
understanding of the School’s financial performance.  
 
The Management’s Discussion and Analysis (MD&A) is an element of the reporting model adopted by the 
Governmental Accounting Standards Board (GASB) in their Statement No. 34 Basic Financial 
Statements – and Management’s Discussion and Analysis – for State and Local Governments 
issued June 1999.  Certain comparative information between the current year and the prior year is 
required to be presented in the MD&A.  
 
Financial Highlights 
 

• In total, Net Position increased $52,366 which represents a 1.8 percent change from 2016. This 
was primarily due to an increase in assets and deferred outflows with a decrease in liabilities 
offset by an increase in deferred inflows. 
 

• Total assets increased by $34,355 which represents a 34.8 percent change from 2016. This 
increase was primarily due to an increase in grant funding receivable offset by a decrease in 
cash and cash equivalents. 

 
• Liabilities decreased by $597,735 which represents a 17.7 percent change from 2016. This 

decrease was primarily due to a decrease in net pension liability offset by an increase in 
accounts payable and grant funding payable. 

 
• Deferred outflows of resources increased $116,123, which represents a 20.9 percent change 

from 2016. This change represents contractually required amounts due to GASB 68. 
 

• Deferred inflows of resources increased $695,847, which represents a 377.5 percent change 
from 2016. This change represents the effects due to GASB 68. 
 

During a prior year, the School adopted GASB Statement 68, “Accounting and Financial Reporting for 
Pensions—an Amendment of GASB Statement 27,” which significantly revises accounting for pension 
costs and liabilities.  For reasons discussed below, many end users of this financial statement will gain a 
clearer understanding of the School’s actual financial condition by adding deferred inflows related to 
pension and the net pension liability to the reported net position and subtracting deferred outflows related 
to pension. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  When accounting for 
pension costs, GASB 27 focused on a funding approach.  This approach limited pension costs to 
contributions annually required by law, which may or may not be sufficient to fully fund each plan’s net 
pension liability.  GASB 68 takes an earnings approach to pension accounting; however, the nature of 
Ohio’s statewide pension systems and state law governing those systems requires additional explanation 
in order to properly understand the information presented in these statements. 
 
Under the standards required by GASB 68, the net pension liability equals the School’s proportionate 
share of each plan’s collective: 
 

1. Present value of estimated future pension benefits attributable to active and inactive employees’ 
past service  

2 Minus plan assets available to pay these benefits 
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Financial Highlights (Continued) 
 
GASB notes that pension obligations, whether funded or unfunded, are part of the “employment 
exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, and the 
promise of a future pension.  GASB noted that the unfunded portion of this pension promise is a present 
obligation of the government, part of a bargained-for benefit to the employee, and should accordingly be 
reported by the government as a liability since they received the benefit of the exchange.  However, the 
School is not responsible for certain key factors affecting the balance of this liability.  In Ohio, the 
employee shares the obligation of funding pension benefits with the employer.  Both employer and 
employee contribution rates are capped by State statute.  A change in these caps requires action of both 
Houses of the General Assembly and approval of the Governor.  Benefit provisions are also determined 
by State statute.  The employee enters the employment exchange with the knowledge that the employer’s 
promise is limited not by contract but by law.  The employer enters the exchange also knowing that there 
is a specific, legal limit to its contribution to the pension system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension system as against the public employer.  State law operates to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter the 
employment exchange with notice as to the law.  The pension system is responsible for the administration 
of the plan.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. 
sick and vacation leave), are satisfied through paid time-off or termination payments.  There is no 
repayment schedule for the net pension liability.  As explained above, changes in pension benefits, 
contribution rates, and return on investments affect the balance of the net pension liability, but are outside 
the control of the local government.  In the event that contributions, investment returns, and other 
changes are insufficient to keep up with required pension payments, State statute does not assign/identify 
the responsible party for the unfunded portion.  Due to the unique nature of how the net pension liability is 
satisfied, this liability is separately identified within the long-term liability section of the statement of net 
position. 
 
In accordance with GASB 68, the School’s statements prepared on an accrual basis of accounting 
include an annual pension expense for their proportionate share of each plan’s change in net pension 
liability not accounted for as deferred inflows/outflows. The School is also reporting a net pension liability 
and deferred inflows/outflows of resources related to pension on the accrual basis of accounting. 
 
Using this Financial Report 
 
This report consists of three parts, the required supplementary information, the financial statements, and 
notes to the financial statements. The financial statements include a Statement of Net Position, a 
Statement of Revenues, Expenses and Changes in Net Position, and a Statement of Cash Flows. 
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Statement of Net Position 
 

The Statement of Net Position answers the question of how well the School performed financially during 
2017. This statement includes all assets, deferred outflows of resources, liabilities, deferred inflows of 
resources, and net position, both financial and capital, and current and long-term, using the accrual basis 
of accounting, which is the accounting used by most private-sector companies. This basis of accounting 
takes into account all revenues and expenses during the year, regardless of when the cash is received or 
expended.  
 
Table 1 provides a summary of the School’s Net Position for fiscal year 2017 and fiscal year 2016. 
 

2017 2016
Assets

Current Assets 133,028$          98,673$            
Total Assets 133,028            98,673              

Deferred Outflow of Resources

Pension System 672,888            556,765            

Liabilities

Current Liabilities 79,727              23,324              
Long Term Liabilities 2,693,790         3,347,928         
Total Liabilities 2,773,517         3,371,252         

Deferred Inflow of Resources

Pension System 880,167            184,320            

Net Position

Unrestricted (2,847,768)        (2,900,134)        
Total Net Position (2,847,768)$      (2,900,134)$      

(Table 1)
Statement of Net Position

 
 

Total assets increased $34,355. This increase was primarily due to an increase in grant funding 
receivable offset by a decrease in cash and cash equivalents. Deferred outflows of resources increased 
$116,123. Liabilities decreased by $597,735. This decrease is primarily the result of a decrease in net 
pension liability offset by an increase in accounts payable and grant funding payable. Deferred inflows of 
resources increased $695,847. The changes in deferred outflows and inflows of resources were impacted 
by GASB 68. The School operates under a management agreement with Chippewa Community School, 
LLC.  Under the terms of the management agreement, Chippewa Community School, LLC is paid a 
specific percentage of the State and Federal revenues the School receives (see notes to the financial 
statements, note 8). 
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Statement of Revenues, Expenses, and Changes in Net Position 
 
Table 2 shows the change in Net Position for fiscal years 2017 and 2016. 
 

2017 2016
Operating Revenue
State Aid 2,622,679$      2,749,756$       

Non-Operating Revenues
Grants 661,955          686,852            
Miscellaneous 21,147            21,888             
Total Revenues 3,305,781        3,458,496         

Operating Expenses
Purchased Service: Management Fees 2,479,121        2,603,458         
Purchased Service: Federal Grant Programs 657,629          682,436            
Purchased Service: State Grant Programs 4,326              4,416               
Sponsorship Fees 76,321            80,562             
Pension Expense (74,414)           12,240             
Board of Education 35,186            45,141             
Insurance: D&O & Liability 7,635              7,288               
Auditing and Accounting 22,930            22,433             
Legal 43,666            20,754             
Miscellaneous Expense 1,015              -                   
Bank fees -                 20                    
Total Operating Expenses 3,253,415        3,478,748         

Change in Net Position 52,366$          (20,252)$           

(Table 2)
Change in Net Position

 
 
 
 

The School’s operating and non-operating revenues in 2017 were based on the School’s full-time 
equivalent (FTE) count of 303 and the School’s federal grant funding received throughout the year. The 
decrease in School’s revenue was primarily caused by the decrease in student enrollment from 322. The 
School’s most significant expenses, “Purchased Services: Management Fees” and “Purchased Services: 
Federal Grant Programs” are a result of the management agreement in place between the School and 
Chippewa Community School, LLC. The agreement provides that specific percentages of the revenues 
received by the School will be paid to Chippewa Community School, LLC to fund operations (see notes to 
the financial statements, note 8).  
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Capital Assets  
 
For the year ended June 30, 2017, all assets had been fully depreciated in a prior fiscal year. 
 
Current Financial Issues 
 
Broadway Academy received revenue for 303 students in 2017.  State law governing community schools 
allows for the School to have open enrollment across traditional school district boundaries.   
 
The School receives its support almost entirely from state aid.  Per pupil revenue from state aid for the 
School averaged $8,656 in fiscal year 2017. The School receives additional revenue from grant 
subsidies. 
 
Although there is a possibility that state aid will be cut in future years due to the economic climate, the 
School feels that the relationship with the management company will insulate them from any significant 
change. The relationship brings stability to the School since specific percentages of revenues are payable 
to the management company (see notes to the financial statements, note 8). 
   
Contacting the School’s Financial Management 
 
This financial report is designed to provide our readers with a general overview of the School’s finances 
and to show the School’s accountability for the money it receives.  If you have questions about this report 
or need additional information, contact the Fiscal Officer at 3320 West Market Street, Suite 300, Fairlawn, 
Ohio  44333. 
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ASSETS

Current assets
Cash and cash equivalents 70,894$                       
Accounts receivable 546
Continuing fees receivable 23
Grant funding receivable 61,565                         

Total current assets 133,028                       

Total assets 133,028                       

DEFERRED OUTFLOWS OF RESOURCES

Pension system 672,888                       

LIABILITIES

Current liabilities
Accounts payable 22,166
State aid payable 25
Grant funding payable 57,536                         

Total current liabilities 79,727                         

Long term liabilities
Net pension liability 2,693,790                    

Total liabilities 2,773,517                    

DEFERRED INFLOWS OF RESOURCES

Pension system 880,167                       

NET POSITION

Unrestricted net position (2,847,768)                  

Total Net Position (2,847,768)$                

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

STATEMENT OF NET POSITION
CUYAHOGA COUNTY

BROADWAY ACADEMY

JUNE 30, 2017

9
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OPERATING REVENUES

State basic aid 2,545,185$                 
Facilities aid 60,642                        
3rd grade reading bonus 564                             
Casino revenue 16,288                        

Total operating revenues 2,622,679                   

OPERATING EXPENSES

Purchased service: Management fees 2,479,121                   
Purchased service: Federal grant programs 657,629                      
Purchased service: State grant programs 4,326                          
Pension expense (74,414)                       
Sponsorship fees 76,321                        
Board of education 35,186                        
Accounting & auditing 22,930                        
Legal 43,666                        
Miscellaneous expense 1,015                          
Insurance: D&O & liability 7,635                          

Total operating expenses 3,253,415                   

Operating loss (630,736)                     

NON-OPERATING REVENUE

Grants 657,629                      
State grant income 4,326                          
Miscellaneous 21,147                        

Total non-operating revenue 683,102                      

Change in net position 52,366                        

Net position, July 1, 2016 (2,900,134)                  

Net position, June 30, 2017 (2,847,768)$                

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

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
FOR THE YEAR ENDED JUNE 30, 2017

BROADWAY ACADEMY
CUYAHOGA COUNTY

10
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INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH FLOWS FROM OPERATING ACTIVITIES

Cash received from state aid 2,622,292$                 
Cash payments to suppliers for goods and services (3,271,428)                  

                                    
Net cash used for operating activities (649,136)                     

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Cash received from grant programs 617,669                      
Cash received from miscellaneous sources 21,147                        

Net cash received from noncapital financing activities 638,816                      

Net decrease in cash and cash equivalents (10,320)                       

Cash and cash equivalents at beginning of year 81,214                        
                                    

Cash and cash equivalents at end of year 70,894$                      
                                    

RECONCILIATION OF OPERATING LOSS TO NET CASH
USED FOR OPERATING ACTIVITIES

Operating loss (630,736)$                   

ADJUSTMENTS TO RECONCILE OPERATING LOSS TO NET
CASH USED FOR OPERATING ACTIVITIES

Changes in assets, liabilities, and deferred outflows/inflows of resources:
   Continuing fees receivable (23)                              

Accounts Receivable (364)                         
Deferred outflows of resources (116,123)                  
Deferred inflows of resources 695,847                      
Net Pension Liability (654,138)                  
Accounts payable 13,349                     
Continuing fees payable (99)                           
State aid payable (1,133)                      
Grants funding payable 44,284                     

                                    
Total adjustments (18,400)                       

                                    
Net cash used for operating activities (649,136)$                   

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

FOR THE YEAR ENDED JUNE 30, 2017

BROADWAY ACADEMY
CUYAHOGA COUNTY

STATEMENT OF CASH FLOWS

11
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1. DESCRIPTION OF THE SCHOOL AND REPORTING ENTITY 

 
Broadway Academy (the School) is a state nonprofit corporation established pursuant to Ohio Rev. 
Code Chapters 3314 and 1702 to maintain and provide a school exclusively for any educational, 
literary, scientific and related teaching service. The School, which is part of the State’s education 
program, is independent of any school district.  The School may sue and be sued, acquire facilities 
as needed, and contract for any services necessary for the operation of the School. The School 
contracts with Chippewa Community School, LLC for most of its functions (see note 8). 
 
The School signed a contract with St. Aloysius Orphanage (Sponsor) to operate for a period from 
July 1, 2011 through June 30, 2017. The contract has an automatic renewal clause for two 
successive five year terms.  The School operates under a self-appointing, five-member Board of 
Directors (the Board). The School’s Code of Regulations specify that vacancies that arise on the 
Board will be filled by the appointment of a successor director by a majority vote of the then existing 
directors. The Board is responsible for carrying out the provisions of the contract with the Sponsor 
which include, but are not limited to, state-mandated provisions regarding student population, 
curriculum, academic goals, performance standards, admission standards, and qualifications of 
teachers. The School has one instructional/support facility, which is leased by Chippewa 
Community School, LLC. The facility is staffed with teaching personnel employed by Chippewa 
Community School, LLC, who provide services to 303 students. 
 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

The financial statements of the School have been prepared in conformity with generally accepted 
accounting principles as applied to governmental nonprofit organizations. The Governmental 
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing 
governmental accounting and financial reporting principles. The more significant of the School’s 
accounting policies are described on the following pages. 

 
A. Basis of Presentation 
 

The School’s financial statements consist of a Statement of Net Position, a Statement of 
Revenues, Expenses and Changes in Net Position, and a Statement of Cash Flows. 
Enterprise fund reporting focuses on the determination of the change in Net Position, 
financial position and cash flows. 
 
Auditor of State of Ohio Bulletin No. 2000-005 requires the presentation of all financial 
activity to be reported within one enterprise fund for year-end reporting purposes. 
Enterprise accounting is used to account for operations that are financed and operated in 
a manner similar to private business enterprises where the intent is that the costs 
(expenses) of providing goods or services to the general public on a continuing basis be 
financed or recovered primarily through user charges. 

 
B. Measurement Focus and Basis of Accounting 

 
The accounting and financial reporting treatment applied to a fund is determined by its 
measurement focus.  Enterprise accounting uses a flow of economic resources 
measurement focus.  With this measurement focus, all assets and deferred outflows of 
resources as well as all liabilities and deferred inflows of resources are included on the 
Statement of Net Position.  Operating statements present increases (i.e., revenues) and 
decreases (i.e., expenses) in Net Position. The accrual basis of accounting is utilized for 
reporting purposes.  Revenues are recognized when they are earned, and expenses are 
recognized when they are incurred. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

C. Budgetary Process 
 

Unlike traditional public schools located in the State of Ohio, community schools are not 
required to follow budgetary provisions set forth in Ohio Rev. Code Section 5705, unless 
specifically provided in the School’s contract with its Sponsor. The contract between the 
School and its Sponsor requires a detailed school budget for each year of the contract.  In 
addition, the Board adopted an operating budget at the beginning of fiscal year 2016. 
However, the budget does not have to follow the provisions of Ohio Rev. Code Section 
5705, except for section 5705.391 as it relates to five-year forecasts.   

 
D.  Cash and Cash Equivalents 
 

All cash received by the School is maintained in a demand deposit account.  
 

E.  Intergovernmental Revenues 
 

The School currently participates in the State Foundation Program, 3rd grade reading 
bonus, facilities aid, and casino tax distributions which are reflected under “Operating 
revenues” on the Statement of Revenues, Expenses, and Changes in Net Position.  
Revenues received from these programs are recognized as operating revenue in the 
accounting period in which all eligibility requirements have been met. 

 
 Non-exchange transactions, in which the School receives value without directly giving 

equal value in return, include grants, entitlements, and contributions. Grants, entitlements, 
and contributions are recognized as non-operating revenues in the accounting period in 
which all eligibility requirements have been met. 

 
Eligibility requirements include timing requirements, which specify the year when the 
resources are required to be used or the fiscal year when use is first permitted; matching 
requirements, in which the School must provide local resources to be used for a specified 
purpose; and expenditure requirements, in which the resources are provided to the School 
on a reimbursement basis.  Amounts awarded under the above programs for the 2017 
school year totaled $3,284,634. 
 

F. Capital Assets and Depreciation 
 

As of June 30, 2017, all capital assets were fully depreciated in a prior fiscal year. 
 

G. Use of Estimates 
 

In preparing the financial statements, management is sometimes required to make 
estimates and assumptions that affect the reported amounts of assets and liabilities, the 
disclosure of contingent deferred outflows and deferred inflows at the date of the financial 
statements, and the reported amounts of revenues and expenses during the reporting 
period.  Actual results could differ from those estimates. 
 

H. Net Position 
 

Net Position represents the difference between assets and deferred outflows of resources, 
and liabilities and deferred inflows of resources. Net Position consists of unrestricted 
balances. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

 
I. Operating Revenues and Expenses 

 
Operating revenues are those revenues that are generated directly from the School’s 
primary activities. For the School, these revenues are primarily state aid payments. 
Operating expenses are necessary costs incurred to provide the goods and services that 
are the primary activities of the School. Revenues and expenses not meeting this definition 
are reported as non-operating. 
 

 J. Pensions 
 

For purposes of measuring the net pension liability, deferred outflows of resources and 
deferred inflows of resources related to pensions, and pension expense, information about 
the fiduciary net position of the pension plans and additions to/deductions from their 
fiduciary net positon have been determined on the same basis as they are reported by the 
pension systems. For this purpose, benefit payments (including refunds of employee 
contributions) are recognized when due and payable in accordance with the benefit terms.  
The pension systems report investments at fair value. 
 

K. Deferred Outflows and Deferred Inflows of Resources 
 
In addition to assets, the statements of the financial position will sometimes report a 
separate section for deferred outflows of resources. Deferred outflows of resources 
represent a consumption of net position that applies to a future period and will not be 
recognized as an outflow of resources (expense) until then. For the School, deferred 
outflows of resources are reported on the statement of net position for pension. The 
deferred outflows of resources related to pension are explained in Note 11. 
 
In addition to liabilities, the statements of financial position report a separate section for 
deferred inflows of resources. Deferred inflows of resources represent an acquisition of net 
position that applied to a future period and will not be recognized until that time. For the 
School, deferred inflows of resources are reported for pension. Deferred inflows of 
resources related to pension are reported on the statement of net position. (See Note 11) 
 

3. CHANGE IN ACCOUNTING PRINCIPLES 
 
For the fiscal year ended June 30, 2017, the School has implemented Governmental Accounting 
Standards Board (GASB) Statement No. 77, Tax Abatement Disclosures, GASB Statement No. 78, 
Pensions Provided through Certain Multiple-Employer Defined Benefit Pension Plans, GASB 
Statement No. 80, Blending Requirements for Certain Component Units – an amendment of GASB 
Statement No. 14 and GASB Statement No. 82, Pension Issues – an amendment of GASB 
Statements No. 67, No. 68, and No. 73.  
 
GASB Statement No. 77 requires disclosure of tax abatement information about (1) a reporting 
government’s own tax abatement agreements and (2) those that are entered into by other 
government and that reduce the reporting government’s tax revenues. The implementation of 
GASB Statement No. 77 did not have an effect on the financial statements of the School.  
 
GASB Statement No. 78 amends the scope of GASB Statement No. 68 to exclude certain multiple-
employer defined benefit pension plans provided to employees of state and local governments on 
the basis that obtaining the measurements and other information required by GASB Statement No. 
68 was not feasible. The implementation of GASB No. 78 did not have an effect on the financial 
statements of the School.  
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3. CHANGE IN ACCOUNTING PRINCIPLES (Continued) 

 
GASB Statement No. 80 amends the blending requirements for the financial statement presentation 
of component units of all state and local governments. The additional criterion requires blending of 
a component unit incorporated as a not-for-profit corporation in which the primary government is 
the sole corporate member. The implementation of GASB Statement No. 80 did not have an effect 
on the financial statements of the School.  
 
GASB Statement No. 82 improves consistency in the application of pension accounting. These 
changes were incorporated in the School’s fiscal year 2017 financial statements; however, there 
was no effect on beginning net position.  

 
4.          DEPOSITS  

 
At June 30, 2017, the carrying amount of all School deposits was $70,894.  Based on the criteria 
described in GASB Statement No. 40, “Deposits and Investment Risk Disclosures”, as of June 30, 
2017, none of the School’s bank balance of $70,894 was exposed to custodial risk as discussed 
below, since all of the bank balance was covered by the Federal Depository Insurance Corporation. 

 
Custodial credit risk is the risk that, in the event of bank failure, the School’s deposits may not be 
returned. All deposits are collateralized with eligible securities in amounts equal ot at least 105% 
of the carrying value of the deposits. Such collateral, as permitted by the Ohio Revised Code, is 
held in single financial institution collateral pools at Federal Reserve Banks, or at member banks 
of the federal reserve system, in the name of the respective depository bank and pledged as a pool 
of collateral against all of the public deposits it holds or as specific collateral held at the Federal 
Reserve Bank in the name of the School.  

 
5. GRANTS FUNDING RECEIVABLE/PAYABLE 
 

The School has recorded “Grants funding receivable” in the amount of $61,565 to account for the 
remainder of State and Federal awards allocated to the School, but not received as of June 30, 
2017. 
 
Additionally, under the terms of the management agreement (see note 8), the School has recorded 
a liability to Chippewa Community School, LLC in the amount of $57,536 for 100 percent of any 
State and Federal Grant monies uncollected or unpaid to Chippewa Community School, LLC as of 
June 30, 2017. 

 
6.  CAPITAL ASSETS AND DEPRECIATION 

 
For the year ended June 30, 2017, all capital assets were fully depreciated. 

 
7. RISK MANAGEMENT 

 
Property and Liability - The School is exposed to various risks of loss related to torts; theft or 
damage to, and destruction of assets; errors and omissions; injuries to employees; and natural 
disasters. As part of its management agreement with Chippewa Community School, LLC, 
Chippewa Community School, LLC has contracted with an insurance company for property and 
general liability insurance pursuant to the management agreement (see note 8). There were no 
significant reductions in insurance coverage from the prior year and claims did not exceed coverage 
over the past three years. 
 
Director and Officer - Coverage has been purchased by the School with a $1,000,000 aggregate 
limit and a $5,000 or $10,000 deductible depending on the claim. 
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8. AGREEMENT WITH CHIPPEWA COMMUNITY SCHOOL, LLC 

 
Effective March 2, 2011, the School entered into a management agreement (Agreement) with 
Chippewa Community School, LLC, which is an educational consulting and Management 
Company. The term of the Agreement with Chippewa Community School, LLC is for 4 years and 
will renew for additional, successive five (5) year terms unless one party notifies the other party on 
or before  February 1st prior to the expiration of the then-current term of its intention to not renew 
the Agreement. Substantially all functions of the School have been contracted to Chippewa 
Community School, LLC.  Chippewa Community School, LLC is responsible and accountable to 
the School’s Board of Directors for the administration and operation of the School. The School is 
required to pay Chippewa Community School, LLC a monthly continuing fee of 96 percent 
(amended to 95 percent effective April 2013) of the School's “Qualified Gross Revenues”, defined 
in the Agreement as, all revenues and income received by the School except for charitable 
contributions and Chippewa Community School, LLC shall receive 100 percent of any and all grants 
or funding of any kind generated by Chippewa Community School, LLC, and its affiliates beyond 
the regular per pupil state funding received by the School, subject to any terms and conditions 
attached to the grants, if any.  The continuing fee is paid to Chippewa Community School, LLC 
based on the qualified gross revenues.  
 
The School had purchased service expenses for the year ended June 30, 2017, to Chippewa 
Community School, LLC, of $3,141,076 of which $23 was receivable and $57,536 was payable to 
Chippewa Community School, LLC at June 30, 2017. Chippewa Community School, LLC will be 
responsible for all costs incurred in providing the educational program at the School, which include 
but are not limited to, salaries and benefits of all personnel, curriculum materials, textbooks, library 
books, computers and other equipment, software, supplies, building payments, maintenance, 
capital, and insurance. 

 
9. SPONSORSHIP FEES 
 

Under Paragraph D(4) of the sponsor contract with St. Aloysius Orphanage, it states that the School 
“…shall pay to the Sponsor, the amount of three percent (3%) of all state funds received each year, 
in consideration for the time, organization, oversight, fees and costs of the Sponsor pursuant to this 
contract.”  Such fees are paid to the St. Aloysius Orphanage monthly.  As indicated on the 
Statement of Revenues, Expenses, and Changes in Net Position, the School incurred $76,321 in 
sponsorship fees to St. Aloysius Orphanage. 
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10. MANAGEMENT COMPANY EXPENSES 
 

As of June 30, 2017, Chippewa Community School, LLC and its affiliates incurred the following 
expenses on behalf of the School: 

 

 
 

Overhead charges are assigned to the School based on a percentage of revenue.  These charges 
represent the indirect cost of services provided in the operation of the School.  Such services 
include, but are not limited to facilities management, equipment, operational support services, 
management and management consulting, board relations, human resources management, 
training and orientation, financial reporting and compliance, purchasing and procurement, 
education services, technology support, marketing and communications.  
 

11. DEFINED BENEFIT PENSION PLANS 
 
 A. Net Pension Liability 
 

The net pension liability reported on the statement of net position represents a liability to 
employees for pensions. Pensions are a component of exchange transactions—between 
an employer and its employees—of salaries and benefits for employee services.  Pensions 
are provided to an employee—on a deferred-payment basis—as part of the total 
compensation package offered by an employer for employee services each financial 
period.  The obligation to sacrifice resources for pensions is a present obligation because 
it was created as a result of employment exchanges that already have occurred. 
 
The net pension liability represents the School’s proportionate share of each pension plan’s 
collective actuarial present value of projected benefit payments attributable to past periods 
of service, net of each pension plan’s fiduciary net position.  The net pension liability 
calculation is dependent on critical long-term variables, including estimated average life 
expectancies, earnings on investments, cost of living adjustments and others.  While these 
estimates use the best information available, unknowable future events require adjusting 
this estimate annually.   
 
 

Regular 
Instruction

(1100 Function 
Codes)

Special Instruction
(1200 Function 

Codes)

Support Services
(2000 Function 

Codes)

Non-Instructional 
(3000 through 
7000 Function 

Codes)

Total

1100 1200 2000 3000

Salaries & Wages (100 Object Codes) 100 735,060                    251,044                    986,104           
Employees’ Benefits (200 Object Codes) 200 212,832                    72,428                      285,260           
Professional & Technical Services (410 Object Codes) 410 93,375                      198,432                    367,299                    659,106           
Property Services (420 Object Codes) 420 378,499                    378,499           
Travel (430 Object Codes) 430 574                           574                   
Communications (440 Object Codes) 440 74,464                      74,464             
Utilities (450 Object Codes) 450 73,233                      73,233             
Contracted Craft or Trade Services (460 Object Codes) 460 163,905                    163,905           
Transportation (480 Object Codes) 480 174,039                    174,039           
Other Supplies (510 Object Codes) 510 4,791                        1,528                        49,587                      55,906             
Educational Supplies & Curriculum (520 Object Codes) 520 48,094                      48,094             
Depreciation (600 Object Codes) 600 28,451                      28,451             
Other Direct Expense (800 Object Codes) 800 25,341                      25,341             
Total Direct Expenses 1,094,152                199,960                    1,494,958                163,905                    2,952,976        

Overhead 36,011                      36,011             

Total Expenses 1,094,152$              199,960$                 1,530,970$              163,905$                 2,988,987$      

Direct Expenses: 

Indirect Expenses:  
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11. DEFINED BENEFIT PENSION PLANS (continued) 
 
 A. Net Pension Liability (continued) 
 

Ohio Revised Code limits the School’s obligation for this liability to annually required 
payments.   The School cannot control benefit terms or the manner in which pensions are 
financed; however, the School does receive the benefit of employees’ services in exchange 
for compensation including pension.  
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they 
benefit from employee services; and (2) State statute requires all funding to come from 
these employers.  All contributions to date have come solely from these employers (which 
also includes costs paid in the form of withholdings from employees).  State statute requires 
the pension plans to amortize unfunded liabilities within 30 years.  If the amortization period 
exceeds 30 years, each pension plan’s board must propose corrective action to the State 
legislature.  Any resulting legislative change to benefits or funding could significantly affect 
the net pension liability.  Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net 
pension liability on the accrual basis of accounting.  Any liability for the contractually-
required pension contribution outstanding at the end of the year is included in continuing 
fee payable on the accrual basis of accounting.    

 
B. Plan Description – School Employee Retirement System (SERS) 

 
Plan Description – School non-teaching employees participate in SERS, a cost-sharing 
multiple-employer defined benefit pension plan administered by SERS.  SERS provides 
retirement, disability and survivor benefits, annual cost-of-living adjustments, and death 
benefits to plan members and beneficiaries.  Authority to establish and amend benefits is 
provided by Ohio Revised Code Chapter 3309.  SERS issues a publicly available, stand-
alone financial report that includes financial statements, required supplementary 
information and detailed information about SERS’ fiduciary net position.  That report can 
be obtained by visiting the SERS website at www.ohsers.org under Employers/Audit 
Resources.  

Age and service requirements for retirement are as follows: 
 

Eligible to Eligible to
Retire on or before Retire on or after
August 1, 2017 * August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 57 with 30 years of service credit

Actuarially Reduced Benefits Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Age 55 with 25 years of service credit Age 60 with 25 years of service credit

* Members with 25 years of service credit as of August 1, 2017, will be included in this plan.  
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11. DEFINED BENEFIT PENSION PLANS (continued)

B. Plan Description – School Employee Retirement System (SERS) (continued) 

Annual retirement benefits are calculated based on final average salary multiplied by a 
percentage that varies based on year of service; 2.2 percent for the first 30 years of service 
and 2.5 percent for years of service credit over 30.  Final average salary is the average of 
the highest three years of salary.

One year after an effective benefit date, a benefit recipient is entitled to a three percent 
cost-of-living adjustment (COLA).  This same COLA is added each year to the base benefit 
amount on the anniversary date of the benefit.

Funding Policy – Plan members are required to contribute 10 percent of their annual 
covered salary and the School is required to contribute 14 percent of annual covered 
payroll.  The contribution requirements of plan members and employers are established 
and may be amended by the SERS’ Retirement Board up to statutory maximum amounts 
of 10 percent for plan members and 14 percent for employers.  The Retirement Board, 
acting with the advice of the actuary, allocates the employer contribution rate among four 
of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and 
Health Care Fund).  For the fiscal year ended June 30, 2017, the allocation to pension, 
death benefits, and Medicare B was 14 percent.  SERS did not allocate any employer 
contributions to the Health Care Fund for fiscal year 2017.

The School’s contractually required contribution to SERS was $39,195 for fiscal year 
2017.

C. Plan Description – State Teachers Retirement System (STRS)

Plan Description – School licensed teachers and other faculty members participate in 
STRS Ohio, a cost-sharing multiple-employer public employee retirement system 
administered by STRS.  STRS provides retirement and disability benefits to members and 
death and survivor benefits to beneficiaries.  STRS issues a stand-alone financial report 
that includes financial statements, required supplementary information and detailed 
information about STRS’ fiduciary net position.  That report can be obtained by writing to 
STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by 
visiting the STRS Web site at www.strsoh.org.

New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a 
Defined Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio 
Revised Code Chapter 3307.  The DB plan offers an annual retirement allowance based 
on final average salary multiplied by a percentage that varies based on years of service. 
Effective August 1, 2015, the calculation was 2.2 percent of final average salary for the five 
highest years of earnings multiplied by all years of service. Members are eligible to retire 
at age 60 with five years of qualifying service credit, or at age 55 with 26 years of service, 
or 31 years of service regardless of age.  Eligibility changes will be phased in until August 
1, 2026, when retirement eligibility for unreduced benefits will be five years of service credit 
and age 65, or 35 years of service credit and at least age 60. 
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11. DEFINED BENEFIT PENSION PLANS (continued) 

 
C.  Plan Description – State Teachers Retirement System (STRS) (Continued) 

 
The DC Plan allows members to place all their member contributions and 9.5 percent of 
the 14 percent employer contributions into an investment account.  Investment allocation 
decisions are determined by the member.  The remaining 4.5 percent of the 14 percent 
employer rate is allocated to the defined benefit unfunded liability.  A member is eligible to 
receive a retirement benefit at age 50 and termination of employment.  The member may 
elect to receive a lifetime monthly annuity or a lump sum withdrawal.   

 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined 
Plan, 12 percent of the 14 percent member rate goes to the DC Plan and the remaining 2 
percent is applied to the DB Plan. Member contributions to the DC Plan are allocated 
among investment choices by the member, and contributions to the DB Plan from the 
employer and the member are used to fund the defined benefit payment at a reduced level 
from the regular DB Plan. The defined benefit portion of the Combined Plan payment is 
payable to a member on or after age 60 with five years of service. The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime 
monthly annuity after termination of employment at age 50 or later. 
 
New members who choose the DC plan or Combined Plan will have another opportunity 
to reselect a permanent plan during their fifth year of membership.  Members may remain 
in the same plan or transfer to another STRS plan.  The optional annuitization of a 
member’s defined contribution account or the defined contribution portion of a member’s 
Combined Plan account to a lifetime benefit results in STRS bearing the risk of investment 
gain or loss on the account.  STRS has therefore included all three plan options as one 
defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with five or more years of credited service who is 
determined to be disabled may qualify for a disability benefit.  Eligible survivors of members 
who die before service retirement may qualify for monthly benefits.  New members on or 
after July 1, 2013, must have at least ten years of qualifying service credit to apply for 
disability benefits.  Members in the DC Plan who become disabled are entitled only to their 
account balance.  If a member of the DC Plan dies before retirement benefits begin, the 
member’s designated beneficiary is entitled to receive the member’s account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State 
Teachers Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For 
the fiscal year ended June 30, 2017, plan members were required to contribute 14 percent 
of their annual covered salary. The School was required to contribute 14 percent; the entire 
14 percent was the portion used to fund pension obligations.  The fiscal year 2017 
contribution rates were equal to the statutory maximum rates. 
 
The School’s contractually required contribution to STRS was $107,566 for fiscal year 
2017. 
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11. DEFINED BENEFIT PENSION PLANS (continued) 

 
D. Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and 

Deferred Inflows of Resourced Related to Pensions 
 

The net pension liability was measured as of July 1, 2016, and the total pension liability 
used to calculate the net pension liability was determined by an independent actuarial 
valuation as of that date. The School's employer allocation percentage of the net pension 
liability was based on the Employer’s share of contributions to the pension plan relative to 
the total employer contributions of all participating entities.  Following is information related 
to the proportionate share and pension expense: 

 
STRS SERS Total

Proportionate Share of the Net 
  Pension Liability 2,253,738$    440,052$       2,693,790$  
Proportion of the Net Pension Liability:

Current Measurement Date 0.00673300% 0.00601240%
Prior Measurement Date 0.01011854% 0.00966440%

Change in Proportionate Share (0.00338554%) (0.00365200%)

Pension Expense 47,161$        25,186$        72,347$      

 
Deferred outflows/inflows of resources represent the effect of changes in the net pension 
liability due to the difference between projected and actual investment earnings, 
differences between expected and actual actuarial experience, changes in assumptions 
and changes in the School’s proportion of the collective net pension liability. The deferred 
outflows and deferred inflows are to be included in pension expense over current and future 
periods. The difference between projected and actual investment earnings is recognized 
in pension expense using a straight line method over a five year period beginning in the 
current year. Deferred outflows and deferred inflows resulting from changes in sources 
other than differences between projected and actual investment earnings are amortized 
over the average expected remaining service lives of all members (both active and inactive) 
using the straight line method. Employer contributions to the pension plan subsequent to 
the measurement date are also required to be reported as a deferred outflow of resources.  
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11. DEFINED BENEFIT PENSION PLANS (continued) 

 
D. Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and 

Deferred Inflows of Resourced Related to Pensions (continued) 
 

At June 30, 2017, the School reported deferred outflows of resources and deferred inflows 
of resources related to pensions from the following sources: 

 
STRS SERS Total

Deferred Outflows of Resources
Differences between Expected and 
  Actual Experience 91,061$       5,937$         96,998$       

Net Difference between Projected and 
  Actual Earnings on Pension Plan Investments 187,119 36,300 223,419
Changes of Assumptions 0 29,376 29,376

Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 128,014 48,320 176,334
School Contributions Subsequent to the 
  Measurement Date 107,566 39,195 146,761
Total Deferred Outflows of Resources 513,760$      159,128$      672,888$      

Deferred Inflows of Resources

Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 737,295$      142,872$      880,167$      

 
 

$146,761 reported as deferred outflows of resources related to pension resulting from 
School contributions subsequent to the measurement date will be recognized as a 
reduction of the net pension liability in the fiscal year ending June 30, 2018.  Other amounts 
reported as deferred outflows of resources and deferred inflows of resources related to 
pension will be recognized in pension expense as follows: 
 

STRS SERS Total
Fiscal Year Ending June 30:

2018 (97,607)$               (11,925)$          (109,532)$               
2019 (97,610) (11,949) (109,559)
2020 (25,806) (9,503) (35,309)
2021 (110,078) 10,436 (99,642)

(331,101)$             (22,941)$          (354,042)$               
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11. DEFINED BENEFIT PENSION PLANS (Continued) 

 
E. Actuarial Assumptions – SERS 

 
SERS’ total pension liability was determined by their actuaries in accordance with GASB 
Statement No. 67, as part of their annual actuarial valuation for each defined benefit 
retirement plan.  Actuarial valuations of an ongoing plan involve estimates of the value of 
reported amounts (e.g., salaries, credited service) and assumptions about the probability 
of occurrence of events far into the future (e.g., mortality, disabilities, retirements, 
employment termination).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new 
estimates are made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan 
(the plan as understood by the employers and plan members) and include the types of 
benefits provided at the time of each valuation and the historical pattern of sharing benefit 
costs between the employers and plan members to that point.  The projection of benefits 
for financial reporting purposes does not explicitly incorporate the potential effects of legal 
or contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, 
actuarial calculations will take into account the employee’s entire career with the employer 
and also take into consideration the benefits, if any, paid to the employee after termination 
of employment until the death of the employee and any applicable contingent annuitant.  In 
many cases actuarial calculations reflect several decades of service with the employer and 
the payment of benefits after termination. 

 
 
Key methods and assumptions used in calculating the total pension liability in the latest 
actuarial valuation, prepared as of June 30, 2016, are presented below: 

 
Wage Inflation 3.00 percent
Future Salary Increases, including inflation3.50 percent to 18.20 percent
COLA  or Ad Hoc COLA 3.00 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)

 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality 
Table with fully generational projection and a five year age set-back for both males and 
females.  Mortality among service retired members and beneficiaries were based upon the 
RP-2014 Blue Collar Mortality Table with fully generational projection with Scale BB, 120 
percent of male rates and 110 percent of female rates.  Mortality among disabled members 
were based upon the RP-2000 Disabled Mortality Table, 90 percent for male rates and 100 
percent for female rates, set back five years is used for the period after disability retirement.  
 
The actuarial assumptions used in the June 30, 2016 valuation were based on the results 
of an actuarial experience study for the period ending July 1, 2010 to June 30, 2015.  The 
assumed rate of inflation, payroll growth assumption and assumed real wage growth were 
reduced in the June 30, 2016 actuarial valuation.  The rates of withdrawal, retirement and 
disability updated to reflect recent experience and mortality rates were also updated. 
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11. DEFINED BENEFIT PENSION PLANS (continued) 

 
E. Actuarial Assumptions – SERS (continued) 

 
The long-term return expectation for the Pension Plan Investments has been determined 
by using a building-block approach and assumes a time horizon, as defined in SERS’ 
Statement of Investment Policy.  A forecasted rate of inflation serves as the baseline for 
the return expectation.  Various real return premiums over the baseline inflation rate have 
been established for each asset class.  The long-term expected nominal rate of return has 
been determined by calculating an arithmetic weighted average of the expected real return 
premiums for each asset class, adding the projected inflation rate, and adding the expected 
return from rebalancing uncorrelated asset classes. The target allocation and best 
estimates of arithmetic real rates of return for each major assets class are summarized in 
the following table: 

 
Target

Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return

 
 

Discount Rate The total pension liability was calculated using the discount rate of 7.50 
percent.  The projection of cash flows used to determine the discount rate assumed the 
contributions from employers and from the members would be computed based on 
contribution requirements as stipulated by State statute.  Projected inflows from investment 
earnings were calculated using the long-term assumed investment rate of return (7.50 
percent).  Based on those assumptions, the plan’s fiduciary net position was projected to 
be available to make all future benefit payments of current plan members.  Therefore, the 
long-term expected rate of return on pension plan investments was applied to all periods 
of projected benefits to determine the total pension liability.   
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to 
Changes in the Discount Rate Net pension liability is sensitive to changes in the discount 
rate, and to illustrate the potential impact the following table presents the School’s 
proportionate share of the net pension liability calculated using the discount rate of 7.50 
percent, as well as what each plan’s net pension liability would be if it were calculated using 
a discount rate that is one percentage point lower (6.50 percent), or one percentage point 
higher (8.50 percent) than the current rate. 

1% Decrease
(6.50%)

Current 
Discount Rate

(7.50%)
1% Increase 

(8.50%)
School's Proportionate Share
  of the Net Pension Liability 582,602$            440,052$         320,732$       
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11. DEFINED BENEFIT PENSION PLANS (continued) 

 
F. Actuarial Assumptions – STRS 

 
The total pension liability in the June 30, 2016, actuarial valuation was determined using 
the following actuarial assumptions, applied to all periods included in the measurement:  

 
Inflation 2.75 percent
Projected salary increases 12.25 percent at age 20 to 2.75 percent at age 70
Investment Rate of Return 7.75 percent, net of investment expenses, including inflation
Cost-of-Living Adjustments 
(COLA)

2 percent simple applied as follows:  for members retiring 
before August 1, 2013, 2 percent per year; for members retiring 
August 1, 2013,  or later, 2 percent COLA paid on fifth 
anniversary of retirement date.

 
Mortality rates were based on the RP-2000 Combined Mortality Table (Projection 2022—
Scale AA) for Males and Females.  Males’ ages are set-back two years through age 89 
and no set-back for age 90 and above.  Females younger than age 80 are set back four 
years, one year set back from age 80 through 89 and not set back from age 90 and above.   
 
Actuarial assumptions used in the June 30, 2016, valuation are based on the results of an 
actuarial experience study, effective July 1, 2012. 

 
STRS’ investment consultant develops an estimate range for the investment return 
assumption based on the target allocation adopted by the Retirement Board. The target 
allocation and long-term expected rate of return for each major asset class are summarized 
as follows: 
 

Target
Asset Class Allocation

Domestic Equity 31.00 % 8.00 %
International Equity 26.00 7.85
Alternatives 14.00 8.00
Fixed Income 18.00 3.75
Real Estate 10.00 6.75
Liquidity Reserves 1.00 3.00

Total 100.00 % 7.61 %

Long-Term Expected
Real Rate of Return

 
 
*10-year annualized geometric nominal returns, which include the real rate of return and 
inflation of 2.50 percent and does not include investment expenses. The total fund long-
term expected return reflects diversification among the asset classes and therefore is not 
a weighted average return of the individual asset classes.  
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11. DEFINED BENEFIT PENSION PLANS (continued) 

 
F. Actuarial Assumptions – STRS (continued) 

 
Discount Rate The discount rate used to measure the total pension liability was 7.75 
percent as of June 30, 2016. The projection of cash flows used to determine the discount 
rate assumes member and employer contributions will be made at the statutory contribution 
rates in accordance with rate increases described above. For this purpose, only employer 
contributions that are intended to fund benefits of current plan members and their 
beneficiaries are included.  Projected employer contributions that are intended to fund the 
service costs of future plan members and their beneficiaries, as well as projected 
contributions from future plan members, are not included.  Based on those assumptions, 
STRS’ fiduciary net position was projected to be available to make all projected future 
benefit payments to current plan members as of June 30, 2016.  Therefore, the long-term 
expected rate of return on pension plan investments of 7.75 percent was applied to all 
periods of projected benefit payment to determine the total pension liability as of June 30, 
2016. 

 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to 
Changes in the Discount Rate The following table presents the School's proportionate 
share of the net pension liability as of June 30, 2016, calculated using the current period 
discount rate assumption of 7.75 percent, as well as what the School's proportionate share 
of the net pension liability would be if it were calculated using a discount rate that is one-
percentage-point lower (6.75 percent) or one-percentage-point higher (8.75 percent) than 
the current rate: 
 

Current
1% Decrease Discount Rate 1% Increase

(6.75%) (7.75%) (8.75%)
School's proportionate share
  of the net pension liability $2,995,035 $2,253,738 $1,628,411

 
Changes Between Measurement Date and Report Date In March 2017, the STRS Board 
adopted certain assumption changes which will impact their annual actuarial valuation 
prepared as of June 30, 2017.  The most significant change is a reduction in the discount 
rate from 7.75 percent to 7.45 percent.  In April 2017, the STRS Board voted to suspend 
cost of living adjustments granted on or after July 1, 2017.  Although the exact amount of 
these changes is not known, the overall decrease to School’s net pension liability is 
expected to be significant.   

 
12. POSTEMPLOYMENT BENEFITS 

 
A.   School Employee Retirement System 
 

Health Care Plan Description - The School contributes to the SERS Health Care Fund, 
administered by SERS for non-certificated retirees and their beneficiaries.  For GASB 45 
purposes, this plan is considered a cost-sharing, multiple-employer, defined benefit other 
postemployment benefit (OPEB) plan.  The Health Care Plan includes hospitalization and 
physicians’ fees through several types of plans including HMO’s, PPO’s, Medicare 
Advantage, and traditional indemnity plans as well as a prescription drug program. The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial 
Report which can be obtained on SERS’ website at www.ohsers.org under 
Employers/Audit Resources. 
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12. POSTEMPLOYMENT BENEFITS (continued) 

 
A.  School Employee Retirement System (continued) 

 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 
3309 of the Ohio Revised Code. The Health Care Fund was established and is 
administered in accordance with Internal Revenue Code Section 105(e). SERS’ 
Retirement Board reserves the right to change or discontinue any health plan or program. 
Health care is financed through a combination of employer contributions and retiree 
premiums, copays and deductibles on covered health care expenses, investment returns, 
and any funds received as a result of SERS’ participation in Medicare programs. Active 
employee members do not contribute to the Health Care Plan.  Retirees and their 
beneficiaries are required to pay a health care premium that varies depending on the plan 
selected, the  number of qualified years of service, Medicare eligibility and retirement 
status. 

 
Funding Policy - State statute permits SERS to fund the health care benefits through 
employer contributions.  Each year, after the allocation for statutorily required basic 
benefits, the Retirement Board allocates the remainder of the employer contribution of 14 
percent of covered payroll to the Health Care Fund. For fiscal year 2017, SERS did not 
allocate any employer contributions to the Health Care fund.   In addition, employers pay 
a surcharge for employees earning less than an actuarially determined minimum 
compensation amount, pro-rated according to service credit earned. For fiscal year 2017, 
this amount was $23,500.  Statutes provide that no employer shall pay a health care 
surcharge greater than 2 percent of that employer’s SERS-covered payroll; nor may SERS 
collect in aggregate more than 1.5 percent of the total statewide SERS-covered payroll for 
the health care surcharge. For fiscal year 2017, the School’s surcharge obligation was 
$1,367. 
 
For fiscal years 2016 and 2017, SERS did not allocate employer contributions to the Health 
Care fund.  The School’s contributions for health care for the fiscal year ended June 30, 
2015, was $1,921. The full amount has been contributed for fiscal year 2015. 

 
B.   State Teachers Retirement System 

 
Plan Description – The School participates in the cost-sharing multiple-employer defined 
benefit Health Plan administered by the State Teachers Retirement System of Ohio (STRS) 
for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include 
hospitalization, physicians’ fees, prescription drugs and reimbursement of monthly 
Medicare Part B premiums.  The Plan is included in the report of STRS which can be 
obtained by visiting www.strsoh.org or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS Ohio to offer the Plan 
and gives the Retirement Board authority over how much, if any, of the health care costs 
will be absorbed by STRS.  Active employee members do not contribute to the Health Care 
Plan.  All benefit recipients, for the most recent year, pay a monthly premium.  Under Ohio 
law, funding for post-employment health care may be deducted from employer 
contributions.  For fiscal years 2017, 2016 and 2015, STRS did not allocate any employer 
contributions to post-employment health care; therefore, the School did not contribute to 
health care in the last three fiscal years. 
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13. CONTINGENCIES 

 
A.       Grants 

 
Amounts received from grantor agencies are subject to audit and adjustment by the 
grantor. Any disallowed costs may require refunding to the grantor.  Amounts which may 
be disallowed, if any, are not presently determinable.  However, in the opinion of the 
School, any such disallowed claims will not have a material adverse effect on the financial 
position of the School. 

 
B.        Enrollment FTE 
 

School foundation funding is based on the annualized full-time equivalent (FTE) enrollment 
of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that 
clearly demonstrates students have participated in learning opportunities. The Ohio 
Department of Education (ODE) is legislatively required to adjust/reconcile funding as 
enrollment information is updated by schools throughout the State, which can extend past 
the fiscal year end. 
 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent 
to the fiscal year end that may result in an additional adjustment to the enrollment 
information as well as claw backs of Foundation funding due to a lack of evidence to 
support student participation and other matters of noncompliance. ODE performed such a 
review on the School for fiscal year 2017. 
 
As of the date of this report, all ODE adjustments through fiscal year 2017 have been 
completed. 
 
In addition, the School’s contracts with their Sponsor and Management Company require 
payment based on revenues received from the State. As discussed above, all ODE 
adjustments through fiscal year 2017 have been completed. A reconciliation between 
payments previously made and the FTE adjustments has taken place with these contracts. 

 
              C.  LITIGATION 

 
The School is not a party to legal proceedings that, in the opinion of management, would 
have a material adverse effect on the financial statements. 
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2017 2016 2015 2014
School Employees Retirement System (SERS)
School's Proportion of the Net Pension

Liability 0.00601240% 0.00966440% 0.00806000% 0.00806000%

School's Proportionate Share of the Net
Pension Liability 440,052$        551,460$        407,912$        479,302$      

School's Covered-Employee Payroll 304,836$        680,956$        191,732$        227,233$      

School's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered-Employee Payroll 144.36% 80.98% 212.75% 210.93%

Plan Fiduciary Net Position as a
Percentage of the Total Pension
Liability 62.98% 69.16% 71.70% 65.52%

(1) Information prior to 2014 is not available.

Notes:
School Employees Retirement System (SERS)

Changes of Benefit Terms: None. 

The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal 
year.

Changes of Assumptions: Amounts reported in 2017 reflect an adjustment of the rates of withdrawal, retirement 
and disability to more closely reflect actual experience and the expectation of retired life mortality was based 
on RP-2014 Blue Collar Mortality Tables and RP-2000 Disabled Mortality Table. The following reductions were 
also made to the actuarial assumptions:

· Discount rate from 7.75% to 7.50%
· Assumed rate of inflation from 3.25% to 3.00%
· Payroll growth assumption from 4.00% to 3.50%
· Assumed real wage growth from 0.75% to 0.50%
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2017 2016 2015 2014
State Teachers Retirement System (STRS)
School's Proportion of the Net Pension

Liability 0.00673300% 0.01011854% 0.00937225% 0.00937225%

School's Proportionate Share of the Net
Pension Liability 2,253,738$       2,796,468$       2,279,656$       2,715,511$     

School's Covered-Employee Payroll 984,743$          693,614$          834,000$          534,708$        

School's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered-Employee Payroll 228.87% 403.17% 273.34% 507.85%

Plan Fiduciary Net Position as a
Percentage of the Total Pension
Liability 66.80% 72.10% 74.70% 69.30%

(1) Information prior to 2014 is not available.

The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal 
year.
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2017 2016 2015 2014 2013 2012
School Employees Retirement System (SERS)
Contractually Required Contribution 39,195$    42,677$     89,750$        26,574$        31,449$        23,349$         

Contributions in Relation to the
Contractually Required Contribution (39,195)     (42,677)      (89,750)         (26,574)         (31,449)         (23,349)         

Contribution Deficiency (Excess) -$         -$          -$              -$              -$              -$              

School Covered-Employee Payroll 279,964$  304,836$   680,956$       191,732$       227,233$       173,598.51$  

Contributions as a Percentage of
Covered-Employee Payroll 14.00% 14.00% 13.18% 13.86% 13.84% 13.45%

(1) Information prior to 2012 is not available.
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2017 2016 2015 2014 2013 2012
State Teachers Retirement System (STRS)
Contractually Required Contribution 107,566$     137,864$     97,106$     108,420$   69,512$     69,580$     

Contributions in Relation to the
Contractually Required Contribution (107,566)     (137,864)     (97,106)      (108,420)    (69,512)      (69,580)      

Contribution Deficiency (Excess) -$            -$            -$          -$          -$          -$          

School Covered-Employee Payroll 768,329$     984,743$     693,614$   834,000$   534,708$   535,231$   

Contributions as a Percentage of
Covered-Employee Payroll 14.00% 14.00% 14.00% 13.00% 13.00% 13.00%

(1) Information prior to 2012 is not available.
 

Attachment 26: Audited Financial Statements Page 966



 

33 
 

 
 
 
 
January 19, 2018 
 
To the Board of Directors  
Broadway Academy 
Cuyahoga County, Ohio 
3398 E. 55th Street 
Cleveland, Ohio 44127 
 

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 
and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the Broadway 
Academy, Cuyahoga County, Ohio (the “School”) as of and for the year ended June 30, 2017, and the 
related notes to the financial statements, which collectively comprise the School’s basic financial 
statements, and have issued our report thereon dated January 19, 2018. 
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School's internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate in 
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the School’s internal control. Accordingly, we 
do not express an opinion on the effectiveness of the School’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with 
governance.  
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified. 
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Broadway Academy 
Independent Auditor’s Report on Internal Control over Financial Reporting and on  

Compliance and Other Matters Based on an Audit of Financial Statements  
Performed in Accordance with Government Auditing Standards 

Page 2 of 2 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 
results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 

 
 

 
Medina, Ohio 
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Board of Directors 
Canton College Preparatory School 
2200 Tuscarawas Street E. 
Canton, Ohio 44707 
 
 
We have reviewed the Independent Auditor’s Report of the Canton College Preparatory School, 
Stark County, prepared by James G. Zupka, CPA, Inc., for the audit period July 1, 2018 through 
June 30, 2019.  Based upon this review, we have accepted these reports in lieu of the audit 
required by Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying 
financial statements and, accordingly, we are unable to express, and do not express an opinion on 
them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Canton College Preparatory School is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
January 24, 2020  
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JAMES G. ZUPKA, C.P.A., INC. 
Certified Public Accountants 

5240 East 98th Street 

Garfield Hts., Ohio 44125 
_________________ 

 
Member American Institute of Certified Public Accountants           (216) 475 - 6136                            Ohio Society of Certified Public Accountants 

 

 

INDEPENDENT AUDITOR’S REPORT 

 

To the Members of the Board  The Honorable Keith Faber 

Auditor of State 

State of Ohio 

Canton College Preparatory School  

Canton, Ohio  

 

Report on the Financial Statements 

 

We have audited the accompanying financial statements of the Canton College Preparatory 

School, Stark County, Ohio, (the School) as of and for the year ended June 30, 2019, and the 

related notes to the financial statements, which collectively comprise the School’s basic financial 

statements as listed in the table of contents. 

 
Management’s Responsibility for the Financial Statements 
 

Management is responsible for the preparation and fair presentation of these financial statements 

in accordance with accounting principles generally accepted in the United States of America; this 

includes the design, implementation, and maintenance of internal control relevant to the 

preparation and fair presentation of financial statements that are free from material misstatement, 

whether due to fraud or error. 

 

Auditor’s Responsibility 

 

Our responsibility is to express an opinion on these financial statements based on our audit.  We 

conducted our audit in accordance with auditing standards generally accepted in the United 

States of America and the standards applicable to financial audits contained in Government 

Auditing Standards, issued by the Comptroller General of the United States.  Those standards 

require that we plan and perform the audit to obtain reasonable assurance about whether the 

financial statements are free from material misstatement. 

 

An audit involves performing procedures to obtain audit evidence about the amounts and 

disclosures in the financial statements.  The procedures selected depend on the auditor’s 

judgment, including the assessment of the risks of material misstatement of the financial 

statements, whether due to fraud or error.  In making those risk assessments, the auditor 

considers internal control relevant to the School’s preparation and fair presentation of the 

financial statements in order to design audit procedures that are appropriate in the circumstances, 

but not for the purpose of expressing an opinion on the effectiveness of the School’s internal 

control.  Accordingly, we express no such opinion.  An audit also includes evaluating the 

appropriateness of accounting policies used and the reasonableness of significant accounting 

estimates made by management, as well as evaluating the overall presentation of the financial 

statements. 
 

Attachment 26: Audited Financial Statements Page 976

DCostilow
Rectangle

DCostilow
Typewritten Text
1



2 
 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 

basis for our audit opinion. 

 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, 

the financial position of the Canton College Preparatory School as of June 30, 2019, and the 

changes in financial position and cash flows thereof for the year then ended in accordance with 

accounting principles generally accepted in the United States of America. 

 

Emphasis of Matter 

 

As described in Note 17 to the basic financial statements, the School is experiencing financial 

difficulties and has a deficit net position.  Management's plans in regard to this matter is also 

described in Note 17.  The basic financial statements do not include any adjustments that might 

result from the outcome of this uncertainty.  Our opinion is not modified with respect to this 

matter. 

 
Other Matters 
 
Required Supplementary Information 
 

Accounting principles generally accepted in the United States of America require that the 

Management’s Discussion and Analysis and Schedules of Net Pension and Postemployment 

Benefit Liabilities and Pension and Postemployment Benefit Contributions, as listed in the table 

of contents, be presented to supplement the basic financial statements.  Such information, 

although not a part of the basic financial statements, is required by the Governmental Accounting 

Standards Board, who considers it to be an essential part of financial reporting for placing the 

basic financial statements in an appropriate operational, economic, or historical context.  We 

have applied certain limited procedures to the required supplementary information in accordance 

with auditing standards generally accepted in the United States of America, which consisted of 

inquiries of management about the methods of preparing the information and comparing the 

information for consistency with management’s responses to our inquiries, the basic financial 

statements, and other knowledge we obtained during our audit of the basic financial statements.  

We do not express an opinion or provide any assurance on the information because the limited 

procedures do not provide us with sufficient evidence to express an opinion or provide any 

assurance. 
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Other Reporting Required by Government Auditing Standards 

 

In accordance with Government Auditing Standards, we have also issued our report dated 

December 20, 2019, on our consideration of the School’s internal control over financial reporting 

and on our tests of its compliance with certain provisions of laws, regulations, contracts, and 

grant agreements and other matters.  The purpose of that report is to describe the scope of our 

testing of internal control over financial reporting and compliance and the results of that testing, 

and not to provide an opinion on internal control over financial reporting or on compliance.  That 

report is an integral part of an audit performed in accordance with Government Auditing 

Standards in considering the School’s internal control over financial reporting and compliance. 

 

 
James G. Zupka, CPA, Inc. 

Certified Public Accountants 

 

December 20, 2019 
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CANTON COLLEGE PREPARATORY SCHOOL - STARK COUNTY, OHIO 
 
MANAGEMENT’S DISCUSSION AND ANALYSIS  
FOR THE FISCAL YEAR ENDED JUNE 30, 2019 (UNAUDITED) 

 

5 

 

The discussion and analysis of the Canton College Preparatory School (the School) financial performance 
provides an overall review of the School’s financial activities for the fiscal year ended June 30, 2019. The 
intent of this discussion and analysis is to look at the School’s’ financial performance as a whole; readers 
should also review the basic financial statements and notes to the basic financial statements to enhance 
their understanding of the School’s financial performance.  

 
FINANCIAL HIGHLIGHTS 
 
Key Financial Highlights for the School for the 2018-19 school year are as follows:  

• Total Assets increased by $178,091. 

• Total Liabilities decreased by $525,353.   

• Total Net Position decreased by $115,788.  

• Total Operating and Non-Operating revenues were $2,821,362. Total Operating and non-
Operating expenses were $2,937,150. 
 
 

USING THIS ANNUAL REPORT 
  
This report consists of four parts: the MD&A, the basic financial statements, notes to those statements, 
and required Supplementary Information. The basic financial statements include a Statement of Net 
Position, a Statement of Revenues, Expenses and Changes in Net Position, and a Statement of Cash Flows.   

The Statement of Net Position and Statement of Revenues, Expenses, and Changes in Net Position reflect 
how the School did financially during fiscal year 2019.  These statements include all assets, deferred 
outflows of resources, deferred inflows of resources, and liabilities using the accrual basis of accounting 
similar to the accounting used by most private-sector companies. This basis of accounting includes all of 
the current year revenues and expenses regardless of when cash is received or paid.  

These statements report the School’s Net Position and changes in that position. This change in Net 
Position is important because it tells the reader whether the financial position of the School has improved 
or diminished. The causes of this change may be the result of many factors, some financial, some not. 
Non-financial factors include the School’s’ student enrollment, per-pupil funding as determined by the 
State of Ohio, change in technology, required educational programs and other factors. 

The School uses enterprise presentation for all of its activities. 

Statement of Net Position - The Statement of Net Position answers the question of how the School did 
financially during 2019.  This statement includes all assets, deferred outflows of resources, liabilities, and 
deferred inflows of resources, both financial and capital, and short-term and long-term using the accrual 
basis of accounting and economic resource focus, which is similar to the accounting used by most private-
sector companies.  This basis of accounting takes into account all revenues and expenses during the year, 
regardless of when the cash is received or paid.   
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USING THIS ANNUAL REPORT (Continued) 
 

Table 1 provides a summary of the School’s Net Position for fiscal year 2019 and 2018.  

 

Assets

Current Assets  $                 205,389  $                 124,380 

Noncurrent Assets                       95,822                                 -   

Capital Assets, Net                       17,563                       16,303 

     Total Assets                     318,774                     140,683 

Deferred Outflows of Resources                     652,940                 1,266,252 

    

Liabilities        

Current Liabilities                 1,198,062                 1,126,639 

NonCurrent Liabilities                 1,673,858                 2,270,634 

      Total Liabilties                 2,871,920                 3,397,273 

Deferred Inflows of Resources                     613,539                     407,619 

Net Position

Investment in Capital Assets                       17,563                       16,303 

Unrestricted               (2,531,308)               (2,414,260)

      Total Net Position  $           (2,513,745)  $           (2,397,957)

 

Table 1

Statement of Net Position

2019 2018
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USING THIS ANNUAL REPORT (continued) 
 
The School has adopted GASB Statement 68, “Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27,” and GASB Statement 75, “Accounting and Financial Reporting for 
Postemployment Benefits Other Than Pensions,” which significantly revises accounting for costs and 
liabilities related to other postemployment benefits (OPEB).  For reasons discussed below, many end users 
of this financial statement will gain a clearer understanding of the School’s actual financial condition by 
adding deferred inflows related to pension and OPEB, the net pension liability and the net OPEB liability 
to the reported net position and subtracting deferred outflows related to pension and OPEB and net OPEB 
asset. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OBEP liability.  GASB 68 and GASB 75 
take an earnings approach to pension and OPEB accounting; however, the nature of Ohio’s statewide 
pension/OPEB plans and state law governing those systems requires additional explanation in order to 
properly understand the information presented in these statements. 
 
GASB 68 and GASB 75 require the net pension liability and the net OPEB liability to equal the School’s 
proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 
 
GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, 
and the promise of a future pension and other postemployment benefits.  GASB noted that the unfunded 
portion of this promise is a present obligation of the government, part of a bargained-for benefit to the 
employee, and should accordingly be reported by the government as a liability since they received the 
benefit of the exchange.  However, the School is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement systems to provide healthcare to eligible benefit recipients.  The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
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USING THIS ANNUAL REPORT (Continued) 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a specific, 
legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the 
unfunded liability of the pension/OPEB plan as against the public employer.  State law operates to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the employment exchange with notice as to the law.  The retirement system is responsible for the 
administration of the pension and OPEB plans. 
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability.  As explained above, changes in benefits, 
contribution rates, and return on investments affect the balance of these liabilities, but are outside the 
control of the local government.  In the event that contributions, investment returns, and other changes 
are insufficient to keep up with required payments, State statute does not assign/identify the responsible 
party for the unfunded portion.  Due to the unique nature of how the net pension liability and the net  
OPEB liability are satisfied, these liabilities are separately identified within the long-term liability section 
of the statement of net position. 
 
In accordance with GASB 68 and GASB 75, the School’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB asset/liability, respectively, not accounted for 
as deferred inflows/outflows.  
 
The increase in current assets is primarily due to the increase in intergovernmental receivables at year 
end and the addition of the OPEB Asset as required by GASB75. The increase in current liabilities is 
primarily due to increases in accounts payable and accrued expenses. 
 
There was a significant change in net pension/OPEB liability and net OPEB asset for the school.  The 
fluctuations are due to changes in the actuarial liabilities/assets and related accruals that are passed 
through to the school’s financial statement.  All components of pension and OPEB accruals contribute to 
the fluctuations in deferred outflows and deferred inflows and net pension/OPEB liability and net OPEB 
asset and are described in more detail in their respective notes.
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USING THIS ANNUAL REPORT (Continued) 
 
Statement of Revenues, Expenses and Change in Net Position - Table 2 shows the changes in Net Position 
for fiscal year 2019, as well as a listing of revenues and expenses.   This change in Net Position is important 
because it tells the reader that, for the School as a whole, the financial position of the School has improved 
or diminished. The cause of this may be the result of many factors, some financial, some not.  Non-
financial factors include the current laws in Ohio restricting revenue growth, facility conditions, required 
educational programs and other factors. 

Operating Revenues

State Aid  $             2,388,692  $             1,693,118 

Other                             697                          4,477 

     Total Operating Revenues                 2,389,389                 1,697,595 

Operating Expenses       

Salaries                                 -                       715,164 

Fringe Benefits                                 -                       168,414 

Fringe Benefits - GASB 68 & 75                                 -                     (412,042)

Purchased Services                 2,785,910                 1,181,877 

Materials and Supplies                       45,781                     101,056 

Depreciation                          7,565                       25,731 

Other                       20,458                       25,514 

      Total Operating Expenses                 2,859,714                 1,805,714 

Operating (Loss)                   (470,325)                   (108,119)

Non-Operating Revenues (Expenses)

Federal Grants                     431,973                     361,403 

Interest Expense                     (77,436)                     (68,279)

      Total Non-Operating Revenues (Expenses)                     354,537                     293,124 

 

Change in Net Position  $              (115,788)  $                 185,005 

Table 2

Change in Net Position

2019 2018

 
The increase in State Aid and Federal Grants is caused by an increase in enrollment from 184 students in 
2018 to 269 students in 2019.  Starting with fiscal year 2019 payroll is no longer processed by the School. 
It is now a purchased service from the management company.  
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USING THIS ANNUAL REPORT (Continued) 
 

BUDGETING HIGHLIGHTS 
 
Unlike other public schools located in the State of Ohio, community schools are not required to follow 
budgetary provisions set forth in Ohio Rev. Code Chapter 5705 (with the exception section 5705.391 – 
Five Year Forecasts), unless specifically provided in the community school’s contract with its Sponsor. 
 
The contract between the School and its Sponsor does prescribe a budgetary process. The School must 
prepare and submit a detail budget for every fiscal year to the Board of Directors and its Sponsor.  The 
five-year forecast is also submitted to the Ohio Department of Education, annually. 
 

CAPITAL ASSETS  

At fiscal year end, the School’s net capital asset balance was $17,563.   This included capital additions in 
the current year of $8,825 and depreciation expense was $7,565. For more information on capital assets, 
see Note 5 of the Basic Financial Statements. 
 

WORKING CAPITAL ADVANCES 
 
During the fiscal year, the School received working capital monies from Charter School Capital through a 
receivables purchase agreement. As the School receives monthly State funding, these advances are 
repaid, however, the School may elect to receive additional advances from Charter School Capital by 
entering into new agreements.  
 

CURRENT FINANCIAL ISSUES 
 
The School is a community School and is funded through the State of Ohio Foundation Program.  The 
School relies on this, as well as, State and Federal funds as its primary source of revenue.   In 2019, the 
State raised the base per pupil funding to $6,020, which is up from $6,010 in the previous 
year.  Additionally, community schools in Ohio will be allocated a small amount of facilities funding which 
is also per pupil based.  This amount is projected to be $200 per pupil. 
 
The full-time equivalent enrollment of the School for the year ended June 30, 2019 was 269 compared to 
a figure of 184 at the end of fiscal year 2018. 
 
Overall, the School will continue to provide learning opportunities and apply resources to best meet the 
needs of the students served.  

 
CONTACTING THE SCHOOL’S FINANCIAL MANAGEMENT  
 
This financial report is designed to provide our citizen’s, taxpayers, investors and creditors with a general 
overview of the School’s finances and to demonstrate accountability for the money it receives. If you have 
questions about this report or need additional information contact the School’s Fiscal Officer, C. David 
Massa, CPA, of Massa Financial Solutions, LLC, 2200 Tuscarawas St E., Canton, Ohio 44707. 
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Assets:

Current Assets:

    Cash and Cash Equivalents 63,720$            

    Accounts Receivable 32,371

    Intergovernmental Receivable 103,798

    Other Assets 5,500

      Total Current Assets 205,389

Noncurrent Assets:

  Net OPEB Asset 95,822

  Capital Assets, net of Accumulated Depreciation 17,563

      Total Noncurrent Assets 113,385

Total Assets 318,774            

Deferred Outflows of Resources:

    Pension 639,976            

    OPEB 12,964              

Total Deferred Outflows of Resources 652,940            

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 84,133              

    Accounts Payable, Related Party 585,181            

    Accrued Expenses 174,558            

    Current Portion of Long-Term Debt 24,190              

    Advances Payable 330,000            

       Total Current Liabilities 1,198,062         

Noncurrent Liabilities:

  Net Pension Liability 1,456,046

  Net OPEB Liability 65,623

  Noncurrent Portion of Long-Term Debt 152,189

    Total Noncurrent Liabilities 1,673,858

       Total Liabilities 2,871,920

Deferred Inflows of Resources:

    Pension 345,216            

    OPEB 268,323            

Total Deferred Inflows of Resources 613,539            

Net Position:

  Invested in Capital Assets 17,563

  Unrestricted Net Position (2,531,308)

  Total Net Position (2,513,745)$     

See Accompanying Notes to the Basic Financial Statements
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Operating Revenues:

  State Aid 2,388,692$      

  Miscellaneous 697

    Total Operating Revenues 2,389,389

Operating Expenses:

  Purchased Services 2,785,910

  Depreciation 7,565

  Supplies 45,781

  Other Operating Expenses 20,458

    Total Operating Expenses 2,859,714

      Operating Loss (470,325)

Non-Operating Revenues and (Expenses):

  Federal Grants 431,973

  Interest Expense (77,436)             

    Net Nonoperating Revenues and (Expenses) 354,537

Change in Net Position (115,788)           

Net Position Beginning of Year (2,397,957)       

Net Position End of Year (2,513,745)$     

See Accompanying Notes to the Basic Financial Statements
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CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 2,391,600$      

Other Operating Receipts 698                    

Cash Payments to Suppliers for Goods and Services (1,271,375)       

Cash Payments to Employees for Services (916,327)           

Cash Payments for Employee Benefits (294,008)           

Net Cash Used For Operating Activities (89,412)             

CASH FLOWS FROM INVESTMENT ACTIVITIES

Purchase of Assets (8,825)               

Net Cash Used for Investment Activities (8,825)               

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Federal and State Grant Receipts 346,904            

Net Cash Provided By Noncapital Financing Activities 346,904            

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Charter School Capital Advances 1,198,400         

Charter School Capital Cost of Funding (67,362)             

Charter School Capital Redemptions (1,308,700)       

Interest on Notes Payable (10,074)             

Note Payable Principal Payments (32,373)             

Net Cash Used For Capital and Related Financing Activities (220,109)           

Net Increase in Cash and Cash Equivalents 28,558              

Cash and Cash Equivalents - Beginning of the Year 35,162              

Cash and Cash Equivalents - Ending of the Year 63,720$            

See Accompanying Notes to the Basic Financial Statements
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Reconciliation of Operating Loss to Net Cash Used For Operating Activities

Operating Loss (470,325)$        

Adjustments to Reconcile Operating Loss to Net Cash Used For Operating Activities

Depreciation 7,565                

Changes in Assets, Liabilities, and Deferred Inflows and Outflows:

(Increase)/Decrease in Receivables 4,480                

p 28,138              

(Increase)/ Decrease in Net OPEB Asset (95,822)             

(Increase)/ Decrease in Deferred Outflows of Resources 613,312            

Increase/(Decrease) in Accounts Payable, Trade and Related Party 15,788              

Increase/(Decrease) in Accrued Expenses 174,558            

Increase/(Decrease) in Withholdings Payable (7,844)               

Increase/(Decrease) in Net Pension Liability (280,850)           

Increase/(Decrease) in Net OPEB Liability (284,332)           

Increase/(Decrease) in Deferred Inflows of Resources 205,920            

Net Cash Used For Operating Activities (89,412)$           

See Accompanying Notes to the Basic Financial Statements  
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NOTE 1 - DESCRIPTION OF THE ENTITY 
 
The Canton College Preparatory School, (the School) is a nonprofit corporation established pursuant to 
Ohio Revised Code Chapters 3314 and 1702.  The School’s mission is to provide an orderly and supportive 
environment whereby students experience preparations for college, career and life. The School operates 
on a foundation, which fosters character building for all students, parents and staff members.  The School, 
which is part of the State’s education program, is independent of any School and is nonsectarian in its 
programs, admission policies, employment practices, and all other operations.  The School may acquire 
facilities as needed and contract for any services necessary for the operation of the School. 
 
The School was approved for operation under a contract with Ohio Council of Community Schools 
(“OCCS”) (the Sponsor) for a five-year period commencing on July 1, 2013 and was renewed for a 
subsequent five-year term on July 1, 2018.  The Sponsor is responsible for evaluating the performance of 
the School and has the authority to deny renewal of the contract at its expiration or terminate the contract 
prior to its expiration.  
 
The School operates under the direction of a Board of Directors (the Board).  The Board is responsible for 
carrying out the provisions of the contract which include, but are not limited to, state mandated provisions 
regarding student populations, curriculum, academic goals, performance standards, admissions 
standards, and qualifications of teachers.  The Board controls the School’s instructional and administrative 
staff. 
 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The basic financial statements of the School have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental nonprofit organizations.  The Governmental 
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental 
accounting and financial reporting principles. The more significant of the School’s accounting policies are 
described below. 
 
Basis of Presentation - The School’s basic financial statements consist of a Statement of Net Position, a 
Statement of Revenue, Expenses and Changes in Net Position, and a Statement of Cash Flows. Enterprise 
fund reporting focuses on the determination of the changes Net Position, financial position and cash 
flows. 
 
The Governmental Accounting Standards Board requires the presentation of all financial activity to be 
reported within one enterprise fund for year-ending reporting purposes.  Enterprise accounting is used to 
account for operations that are financed and operated in a manner similar to private business enterprise 
where the intent is that the cost (expense) of providing goods and services to the general public on a 
continuing basis be financed or recovered primarily through user charges. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Measurement Focus and Basis of Accounting - The accounting and financial reporting treatment is 
determined by measurement focus. Enterprise accounting uses a flow of economic resources 
measurement focus. Under this measurement focus, all assets, all deferred outflows of resources, all 
liabilities, and all deferred inflows of resources are included on the Statement of Net Position. The 
Statement of Revenues, Expenses and Changes in Net Position presents increases (e.g., revenues) and 
decreases (e.g., expenses) in total Net Position. 
 

Budgetary Process - Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C). However, unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter 5705, unless specifically provided in the contract between the School and its Sponsor. The 
contract between the School and its Sponsor does not require the School to follow the provisions Ohio 
Revised Code Chapter 5705; therefore, no budgetary information is presented in the basic financial 
statements.  

      
Cash and Cash Equivalents - Cash received by the School is reflected as “Cash and Cash Equivalents” on 
the Statement of Net Position.  The School did not have any investments during the period ended June 
30, 2019. 

    
Prepaid Items - Payments made to vendors for services that will benefit periods beyond June 30, 2019, 
are recorded as prepaid items using the consumption method. A current asset for the prepaid amount is 
recorded at the time of the purchase and an expense is reported in the year in which services are 
consumed. The School had prepaid expenses of $5,500 at June 30, 2019. 
      
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from these estimates. 
 
Capital Assets and Depreciation - Capital assets are capitalized at cost. Donated Capital Assets are 
recorded at their acquisition values as of the date received. The costs of additions are capitalized and 
expenditures for repairs and maintenance are expensed when incurred.  When property is sold or retired, 
the related costs and accumulated depreciation are removed from the financial records and any gain or 
loss is included in additions to or deductions from Net Position. Capital assets were $17,563 as of June 30, 
2019, net of accumulated depreciation. Depreciation of capital assets is calculated utilizing the straight-
line method over the estimated useful lives of the assets which are as follows: 
  

Asset Class    Useful Life 
Computers & Technology Assets 3 years 

 Furniture, Fixtures, & Equipment 5 years 
       Textbooks    3 years     
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
The School’s policy for asset capitalization threshold is $5,000. Assets or certain asset groups not meeting 
the capitalization threshold are not capitalized and are not included in the assets represented in the 
accompanying Statement of Net Position. 
 
Intergovernmental Revenues - The School currently participates in the State Foundation Program. 
Revenues received from this program are recognized as operating revenues in the accounting period in 
which all eligibility requirements have been met. 

 
Grants and entitlements are recognized as non-operating revenues in the accounting period in which 
eligibility requirements have been met. 
 
Eligibility requirements include timing requirements, which specify the year when the resources are 
required to be used or the fiscal year when use is first permitted, matching requirements, in which the 
School must provide local resources to be used for a specified purpose, and expenditure requirements, in 
which the resources are provided to the School on a reimbursement basis. 
 
The School also participates in various federal programs passed through the Ohio Department of 
Education. 
 
Under the above programs the School recorded $2,388,692 this fiscal year from the Foundation Program 
and Casino taxes and $431,973 from Federal Grants. 

 
Operating and Non-Operating Revenues and Expenses - Operating revenues are those revenues that are 
generated directly from the primary activities of the School.  For the School, these revenues are primarily 
the State Foundation program.  Operating expenses are necessary costs incurred to provide the good or 
service that is the primary activity of the School.  All revenues and expenses not meeting this definition 
are reported as non-operating.   
 
Non-operating revenues are those revenues that are not generated directly from the primary activities of 
the School.  Various federal and state grants, interest earnings, and debt forgiveness, if any, and other 
miscellaneous revenues comprise the non-operating revenues of the School.  Interest and fiscal charges 
on outstanding obligations, as well as gain or loss on capital asset disposals, if any comprise the non-
operating expenses. 

 
Compensated Absences - Vacation is taken in a manner which corresponds with the school calendar; 
therefore, the School does not accrue vacation time as a liability. 
 
Sick/personal leave benefits are earned by full-time employees at the rate of ten days per year and cannot 
be carried into the subsequent years.  No accrual for sick time is made since unused time is not paid to 
employees upon employment termination. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Accrued Liabilities - Obligations incurred but unpaid at June 30 are reported as accrued liabilities in the 
accompanying financial statements.  These liabilities consisted of Accounts Payable, Accrued Expenses, 
Advances Payable and Current Portion of Long-Term Debt totaling $1,198,063 at June 30, 2019. 
 
Exchange and Non-Exchange Transactions - Revenue resulting from exchange transactions, in which each 
party gives and receives essentially equal value, is recorded on the accrual basis when the exchange takes 
place. Non-exchange transactions, in which the School receives value without directly giving equal value 
in return, include grants, entitlements and donations.  Revenue from grants, entitlements and donations 
is recognized in the fiscal year in which all eligibility requirements have been satisfied.  Eligibility 
requirements include timing requirements, which specify the year when the resources are required to be 
used or the fiscal year when use is first permitted, matching requirements, in which the School must 
provide local resources to be used for a specified purpose, and expenditures requirements, in which the 
resources are provided to the School on a reimbursement basis. 
     
Net Position - Net Position represents the difference between assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources. Net Position is reported as restricted when there are 
limitations imposed on their use through external restriction imposed by creditors, grantors, or laws and 
regulations of other governments.  The School applies restricted resources when an expense is incurred 
for purposes for which both restricted and unrestricted Net Position are available. Net Position invested 
in capital assets consist of capital assets, net of accumulated depreciation, reduced by the outstanding 
balances of any borrowings used for the acquisition, construction, or improvement of those assets. 

 
Deferred Inflows and Deferred Outflows of Resources - In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of resources represent a consumption of net position that applies to a future period and will not be 
recognized as an outflow of resources (expense/expenditure) until then.  For the School, deferred 
outflows of resources are reported on the government-wide statement of net position for pension and 
OPEB.  The deferred outflows of resources related to pension and OPEB plans are explained in Note 9 and 
10.  
  
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. For the School, deferred inflows of resources include 
pension and OPEB. These amounts are deferred and recognized as an inflow of resources in the period 
the amounts become available.  Deferred inflows of resources related to pension and OPEB plans are 
reported on the government-wide statement of net position. (See Note 9 and 10)  
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Pensions/Other Postemployment Benefits (OPEB) - For purposes of measuring the net pension/OPEB 
asset/liability, deferred outflows of resources and deferred inflows of resources related to 
pensions/OPEB, and pension/OPEB expense, information about the fiduciary net position of the 
pension/OPEB plans and additions to/deductions from their fiduciary net position have been determined 
on the same basis as they are reported by the pension/OPEB plan.  For this purpose, benefit payments 
(including refunds of employee contributions) are recognized when due and payable in accordance with 
the benefit terms.  The pension/OPEB plans report investments at fair value. 
 

NOTE 3 - CASH AND CASH EQUIVALENTS 
 

The following information classifies deposits by category of risk as defined in GASB Statement No.3 
“Deposits with Financial Institutions, Investments (including Repurchase Agreements) and Reverse 
Repurchase Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk 
Disclosures”. 

 
The School maintains its cash balances at one financial institution, PNC Bank, located in Ohio. The balances 
are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account. 
At June 30, 2019, the book amount of the School’s deposits was $63,720 and the bank balance was 
$66,488. 
 

NOTE 4 - RECEIVABLES 
 

The School had Accounts receivables totaling $32,371 at June 30, 2019. These receivables represented 
reimbursements due to the School, but not received as of June 30, 2019.  The School also had 
Intergovernmental receivables of $103,798 at June 30, 2019. These receivables represented monies due 
to the School from government sources, but not received as of June 30, 2019.   Amounts are expected to 
be collected within one year. 
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NOTE 5 - CAPITAL ASSETS  
 
For the period ending June 30, 2019, the School’s capital assets consisted of the following: 
 

 
NOTE 6 - ADVANCES PAYABLE 
 
During the fiscal year ending 2019, the School received working capital advances from Charter School 
Capital through a receivables purchase agreement. As the School receives its monthly State funding, these 
advances are repaid, however, the School may elect to receive future advances from Charter School 
Capital by entering into additional agreements.  The total cost of funding for the year was $67,362. 
 
The total amount of advances outstanding at June 30, 2019 was $330,000.  The activity for the year is 
reflected as follows: 

 

Balance Balance

06/30/18 Additions Deletions 06/30/19

Capital Assets:

Furniture & Equipment 96,564$         -$                 -$              96,564$             

Computers & Software 244,592         8,825               -                253,417             

Textbooks 46,367            -                   -                46,367                

Total Capital Assets 387,523         8,825               -                396,348             

Less Accumulated Depreciation:

Furniture & Equipment (80,262)          (4,623)             -                (84,885)              

Computers & Software (244,592)        (2,942)             -                (247,534)            

Textbooks (46,366)          -                   -                (46,366)              

Total Accumulated Depreciation (371,220)        (7,565)             -                (378,785)            

Total Capital Assets, Net 16,303$         1,260$            -$              17,563$             

Balance 

6/30/2018 Additions Reductions

Balance 

6/30/2019

Charter School Capital 440,300$          1,198,400$    (1,308,700)$   330,000$          
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NOTE 7 - LONG-TERM OBLIGATIONS 
 
In addition to changes in the Post Employment Benefit Liability, the School had notes payable totaling 
$176,379 outstanding at June 30, 2019. These amounts were previously recorded as advances and were 
converted into notes at the end of the fiscal year.  The note is from Cleveland College Preparatory School 
in the amount of $252,500. The note began on June 30, 2016 and matures on June 30, 2026. The annual 
interest rate is 3.5%. 
 
The changes in the School’s long-term obligations during fiscal year 2019 were as follows: 

NOTE 8- RISK MANAGEMENT 
 
Property & Liability - The School is exposed to various risks of loss related to torts; theft of, damage to, 
and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  During the 
fiscal year ending June 30, 2019, the School contracted with Cincinnati Insurance Company for general 
liability insurance with a $1,000,000 each occurrence/ $2,000,000 annual aggregate, as well as, a 
$1,000,000 of automobile liability coverage and an umbrella policy with a $10,000,000 aggregate limit.  
The School also had a $1,000,000 School Leaders policy in place through National Union Fire Insurance. 

 
Workers’ Compensation - The School pays the State Worker’s Compensation System a premium for 
employee injury coverage.  The premium is calculated by multiplying the monthly total gross payroll by a 
factor that is calculated by the State.  

 
Employee Medical and Dental Benefits - The School provides medical, vision, and dental insurance 
benefits through Anthem to all full-time employees. During the School year, the School paid 90% of the 
monthly premiums for all employees. 
 

Balance 

6/30/2018 Additions Reductions

Balance 

6/30/2019

Due Within 

One Year

Post Employment Benefit Liability:

Net Pension Liability 1,736,896$       -$              (280,851)$       1,456,045$       -$               

Net OPEB Liability 349,955            -                (284,332)         65,623             -                 

Total Post Employment Liability: 2,086,851         -                 (565,183)         1,521,668         -                 

 

Cleveland College Prep -                

Notes Payable 208,752            -                (32,373)           176,379            24,190            

Total Long-Term Obligations 2,295,603$       -$              (597,556)$       1,698,047$       24,190$          
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS 
  

Net Pension Liability - The net pension liability reported on the statement of net position represents a 
liability to employees for pensions. Pensions are a component of exchange transactions—between an 
employer and its employees—of salaries and benefits for employee services.  Pensions are provided to an 
employee—on a deferred-payment basis—as part of the total compensation package offered by an 
employer for employee services each financial period.  The obligation to sacrifice resources for pensions 
is a present obligation because it was created as a result of employment exchanges that already have 
occurred. 

 
The net pension liability represents the School’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   

 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which pensions are financed; however, the School 
does receive the benefit of employees’ services in exchange for compensation including pension.  

 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State legislature.  Any resulting legislative change to benefits or funding could 
significantly affect the net pension liability.  Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability 
on the accrual basis of accounting.  Any liability for the contractually-required pension contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   

 
Plan Description - School Employees Retirement System (SERS) 
 
Plan Description – School non-teaching employees participate in SERS, a statewide, cost-sharing multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability and 
survivor benefits to plan members and beneficiaries.  Authority to establish and amend benefits is 
provided by Ohio Revised Code Chapter 3309.  SERS issues a publicly available, stand-alone financial report 
that includes financial statements, required supplementary information and detailed information about 
SERS’ fiduciary net position.  That report can be obtained by visiting the SERS website at www.ohsers.org 
under Employers/Audit Resources.  
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Age and service requirements for retirement are as follows: 

 
Eligible to Eligible to

Retire on or before Retire on or after

August 1, 2017 * August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 57 with 30 years of service credit

Actuarially Reduced Benefits Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or

Age 55 with 25 years of service credit Age 60 with 25 years of service credit

* Members with 25 years of service credit as of August 1, 2017, will be included in this plan.  
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the School is required to contribute 14 percent of annual covered payroll.  The contribution requirements 
of plan members and employers are established and may be amended by the SERS’ Retirement Board up 
to statutory maximum amounts of 10 percent for plan members and 14 percent for employers.  The 
Retirement Board, acting with the advice of the actuary, allocates the employer contribution rate among 
four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care 
Fund).  For the fiscal year ended June 30, 2019, the allocation to pension, death benefits, and Medicare B 
was 13.5 percent.  SERS allocated 0.5 percent of employer contributions to the Health Care Fund for fiscal 
year 2019. 
 
The School’s contractually required contribution to SERS was $18,911 for fiscal year 2019.  
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307. 
For the DB Plan, from August 1, 2015–July 1, 2017, any member could retire with reduced benefits who 
had (1) five years of service credit and age 60; (2) 26 years of service credit and age 55; or (3) 30 years of 
service credit regardless of age. Effective August 1, 2017–July 1, 2019, any member may retire with 
reduced benefits who has (1) five years of service credit and age 60; (2) 27 years of service credit and age  
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
55; or (3) 30 years of service credit regardless of age. Eligibility changes will continue to be phased in 
through August 1, 2026, when retirement eligibility for unreduced benefits will be five years of service 
credit and age 65, or 35 years of service credit and at least age 60. Retirement eligibility for reduced 
benefits will be five years of service credit and age 60, or 30 years of service credit regardless of age. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  Effective July 1, 2017, employer contributions of 9.53 percent are placed in the 
investment accounts and the remaining 4.47 percent of the 14 percent employer rate is allocated to the 
defined benefit unfunded liability. A member is eligible to receive a retirement benefit at age 50 and 
termination of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum 
withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
In the Combined Plan, member contributions are allocated among investment choices by the member, 
and employer contributions are used to fund a defined benefit payment. A member’s defined benefit is 
determined by multiplying one percent of the member’s final average salary by the member’s years of 
service credit. The defined benefit portion of the Combined Plan payment is payable to a member on or 
after age 60 with five years of service. The DC portion of the account may be taken as a lump sum or 
converted to a lifetime monthly annuity at age 50 and termination of employment. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another STRS plan.  The optional annuitization of a member’s defined contribution account or the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of investment gain or loss on the account.  STRS has therefore included all three plan 
options as one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2019, plan members were required to contribute 14 percent of their annual covered salary. The School 
was required to contribute 14 percent; the entire 14 percent was the portion used to fund pension 
obligations.  The fiscal year 2019 contribution rates were equal to the statutory maximum rates. 
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
The School’s contractually required contribution to STRS was $99,762 for fiscal year 2019.   
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
 
The net pension liability was measured as of June 30, 2018, and the total pension liability used to calculate 
the net pension liability was determined by an independent actuarial valuation as of that date. The 
School’s employer allocation percentage of the net pension liability was based on the employer’s share of 
employer contributions in the pension plan relative to the total employer contributions of all participating 
employers. Following is information related to the proportionate share and pension expense: 
 

SERS STRS Total

Proportion of the Net Pension Liability

  Prior Measurement Date 0.00258940% 0.00666037%

Proportion of the Net Pension Liability

  Current Measurement Date 0.00253004% 0.00596307%

Change in Proportionate Share -0.00005936% -0.00069730%

Proportionate Share of the Net Pension

  Liability $144,901 $1,311,145 $1,456,046

Pension Expense $40,294 $477,719 $518,013  
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, changes in assumptions and changes in the School’s proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods. The difference between projected and actual investment 
earnings is recognized in pension expense using a straight-line method over a five-year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight-line method. Employer 
contributions to the pension plan subsequent to the measurement date are also required to be reported 
as a deferred outflow of resources.  
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
At June 30, 2019 the School reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources: 
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 7,948$                 30,265$               38,213$               

Changes of assumptions 3,271 232,360 235,631

Changes in proportion and differences

Difference between School contributions

  and proportionate share of contributions 8,022 239,437 247,459

School contributions subsequent to the 

  measurement date 18,911 99,762 118,673

Total Deferred Outflows of Resources 38,152$               601,824$             639,976$             

Deferred Inflows of Resources

Differences between expected and

  actual experience -$                     8,563$                 8,563$                 

Net difference between projected and

  actual earnings on pension plan investments 4,016 79,506 83,522

Changes in proportion and differences

 between School contributions

  and proportionate share of contributions 13,129 240,002 253,131

Total Deferred Inflows of Resources 17,145$               328,071$             345,216$             

 
 

$118,673 reported as deferred outflows of resources related to pension resulting from School 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2020.   
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Other amounts reported as deferred outflows of resources and deferred inflows of resources related to 
pension will be recognized in pension expense as follows:  
 

SERS STRS Total

Fiscal Year Ending June 30:

2020 $3,665 $238,545 $242,210

2021 4,418              42,025           46,443

2022 (4,755)            (63,608)          (68,363)

2023 (1,232)            (42,971)          (44,203)

2024 0 0 0

Thereafter 0 0 0

Total $2,096 $173,991 $176,087

 
 
Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67, 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment terminations).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point. The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2018, are presented below: 
 

 
 
For post-retirement mortality, the table used in evaluating allowances to be paid is the RP-2014 Blue Collar 
Mortality Table with fully generational projection and Scale BB, with 120 percent of male rates and 110 
percent of female rates used. The RP-2000 Disabled Mortality Table with 90 percent for male rates and 
100 percent for female rates set back five years is used for the period after disability retirement.  
 
The long-term return expectation for the Pension Plan Investments has been determined by using a 
building-block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating an arithmetic weighted average of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding  
 
the expected return from rebalancing uncorrelated asset classes. The asset allocation, as used in the June 
30, 2015 five-year experience study, is summarized as follows: 
 

 
 
Discount Rate Total pension liability was calculated using the discount rate of 7.50 percent. The projection 
of cash flows used to determine the discount rate assumed that employers would contribute the 
actuarially determined contribution rate of projected compensation over the remaining 26-year 
amortization period of the unfunded actuarial accrued liability. Projected inflows from investment 
earnings were calculated using the long-term assumed investment rate of return (7.50 percent). Based on 
those assumptions, the plan’s fiduciary net position was projected to be available to make all future 
benefit payments of current plan members. Therefore, the long-term expected rate of return on pension 
plan investments was applied to all periods of projected benefits to determine the total pension liability.  

Wage Inflation 3.00 percent

Future Salary Increases, including inflation 3.50 percent to 18.20 percent

Investment Rate of Return 7.50 percent net of investment expense, including inflation

Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)

COLA or Ad Hoc COLA 2.50 percent, on and after April 1, 2018, COLA's for future retirees 

will be delayed for three years following commencement

Asset Class

Cash 1.00 % 0.50 %

US Equity 22.50 4.75

International Equity 22.50 7.00

Fixed Income 19.00 1.50

Private Equity 10.00 8.00

Real Assets 15.00 5.00

Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected

Allocation Real Rate of Return
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Sensitivity of the School’s Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the School’s proportionate share of the net pension liability calculated using 
the discount rate of 7.50 percent, as well as what the School’s net pension liability would be if it were 
calculated using a discount rate that is one percentage point lower (6.50 percent), or one percentage 
point higher (8.50 percent) than the current rate. 
 

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

School's proportionate share

  of the net pension liability $204,103 $144,901 $95,263

 
Actuarial Assumptions – STRS  

The total pension liability in the July 1, 2018 actuarial valuation was determined using the following 
actuarial assumptions, applied to all periods included in the measurement:  

 
 
 

 
 
Post-retirement mortality rates are based on RP-2014 Annuitant Mortality Table with 50 percent of rates 
through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 and 
84, and 100 percent of rates thereafter, projected forward generationally using mortality improvement 
scale MP-2016; pre-retirement mortality rates are based on RP-2014 Employee Mortality Table, projected 
forward generationally using mortality improvement scale MP-2016. 
 

The actuarial assumptions used in the July 1, 2018 valuation, were adopted by the board from the results 
of an actuarial experience study for July 1, 2011, through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  

 
 
 
 
 

Inflation 2.50 percent

Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65

Investment Rate of Return 7.45 percent, net of investment expenses, including inflation

Projected Payroll Growth 3.00 percent

Cost-of-Living Adjustments 0.00 percent
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
The target allocation and long-term expected rate of return for each major asset class are summarized as 
follows:  
 

 
 

*Target weights will be phased in over a 24-month period concluding on July 1, 2019. 
 
**Ten-year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25 percent and does not include investment expenses. Over a 30-year period, STRS’ investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2018. The projection of cash flows used to determine the discount rate assumes that employer and 
member contributions will be made at statutory contribution rates of 14 percent each. For this purpose, 
only employer contributions that are intended to fund benefits of current plan members and their 
beneficiaries are included. Based on those assumptions, STRS’ fiduciary net position was projected to be 
available to make all projected future benefit payments to current plan members as of June 30, 2018.  
 
Therefore, the long-term expected rate of return on pension plan investments of 7.45 percent was applied 
to all periods of projected benefit payments to determine the total pension liability as of June 30, 2018. 
 
Sensitivity of the School’s Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the School’s proportionate share of the net pension liability as of June 
30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as what 
the School’s proportionate share of the net pension liability would be if it were calculated using a discount 
rate that is one-percentage-point lower (6.45 percent) or one-percentage-point higher (8.45 percent) than 
the current assumption:  

 

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

School's proportionate share

  of the net pension liability $1,914,755 $1,311,145 $800,271

 

Asset Class

Domestic Equity 28.00 % 7.35 %

International Equity 23.00 7.55

Alternatives 17.00 7.09

Fixed Income 21.00 3.00

Real Estate 10.00 6.00

Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**

Target Long Term Expected
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NOTE 10 – DEFINED BENEFIT OPEB PLANS 
 
Net OPEB Asset/Liability 

 
The net OPEB asset/liability reported on the statement of net position represents an asset or liability to 
employees for OPEB. OPEB is a component of exchange transactions-–between an employer and its 
employees—of salaries and benefits for employee services.  OPEB are provided to an employee—on a 
deferred-payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for OPEB is a present obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net OPEB asset/liability represents the School’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB asset/liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting these estimates annually.   

 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which OPEB are financed; however, the School does 
receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the asset/liability is solely that of the employer, because they benefit from employee 
services.  OPEB contributions come from these employers and health care plan enrollees, which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio Revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
to benefits or funding could significantly affect the net OPEB asset/liability. Resulting adjustments to the 
net OPEB asset/liability would be effective when the changes are legally enforceable. The retirement 
systems may allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB asset/ 
liability on the accrual basis of accounting.  Any liability for the contractually-required OPEB contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   

 
Plan Description - School Employees Retirement System (SERS) 
 
Health Care Plan Description - The School contributes to the SERS Health Care Fund, administered by SERS 
for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a cost-
sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare benefits 
to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the death of a member or retiree, are eligible for SERS’ health care coverage. Most retirees and 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self-insured preferred provider  
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NOTE 10 – DEFINED BENEFIT OPEB PLANS (continued) 
 
organization for its non-Medicare retiree population. For both groups, SERS offers a self-insured 
prescription drug program. Health care is a benefit that is permitted, not mandated, by statute.  The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the 
plan selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required pensions and benefits, the 
Retirement Board may allocate the remainder of the employer contribution of 14 percent of covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2019, 0.5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro-rated if 
less than a full year of service credit was earned. For fiscal year 2019, this amount was $21,600. Statutes 
provide that no employer shall pay a health care surcharge greater than 2.0 percent of that employer’s 
SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the total statewide 
SERS-covered payroll for the health care surcharge.  For fiscal year 2019, the School’s surcharge obligation 
was $0.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The School’s contractually required contribution to SERS was 
$700 for fiscal year 2019.    
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part 
B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the 
report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227-7877. 
 
 
 
 
 
 

Attachment 26: Audited Financial Statements Page 1007



CANTON COLLEGE PREPARATORY SCHOOL - STARK COUNTY 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS  
FOR THE FISCAL YEAR ENDED JUNE 30, 2019  
 

33 
 

NOTE 10 – DEFINED BENEFIT OPEB PLANS (continued) 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed 
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees, for the most recent year, pay a portion of the health care costs in the form of a monthly 
premium.  Under Ohio law, funding for post-employment health care may be deducted from employer 
contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2019, STRS did 
not allocate any employer contributions to post-employment health care.   
 

OPEB Assets/Liabilities, OPEB Expense, and Deferred Outflows/Inflows of Resources Related to OPEB  
 
The net OPEB asset/liability was measured as of June 30, 2018, and the total OPEB asset/liability used to 
calculate the net OPEB asset/liability was determined by an actuarial valuation as of that date. The 
School's proportion of the net OPEB asset/liability was based on the School’s share of contributions to the 
respective retirement systems relative to the contributions of all participating entities.  Following is 
information related to the proportionate share and OPEB expense: 
 

SERS STRS Total

Proportion of the Net OPEB Liability

  Prior Measurement Date 0.00335700% 0.00666037%

Proportion of the Net OPEB Liability/Asset

  Current Measurement Date 0.00236544% 0.00596307%

Change in Proportionate Share -0.00099156% -0.00069730%

Proportionate Share of the Net 

  OPEB Liability/(Asset) $65,623 ($95,822) ($30,199)

OPEB Expense ($22,530) ($217,883) ($240,413)
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NOTE 10 – DEFINED BENEFIT OPEB PLANS (continued) 
 
At June 30, 2019, the School reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience $1,071 $11,193 $12,264

School contributions subsequent to the 

  measurement date 700 -             700

Total Deferred Outflows of Resources $1,771 $11,193 $12,964

Deferred Inflows of Resources

Differences between expected and

  actual experience $0 $5,583 $5,583

Changes of assumptions 5,895 130,562 136,457

Net difference between projected and

  actual earnings on OPEB plan investments 99 10,947 11,046

Changes in Proportionate Share and

  Difference between School contributions

  and proportionate share of contributions 60,845 54,392 115,237

Total Deferred Inflows of Resources $66,839 $201,484 $268,323

 
$700 reported as deferred outflows of resources related to OPEB resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending June 30, 2020.  Other amounts reported as deferred outflows of resources and deferred 
inflows of resources related to OPEB will be recognized in OPEB expense as follows:  
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NOTE 10 – DEFINED BENEFIT OPEB PLANS (continued) 
 

SERS STRS Total

Fiscal Year Ending June 30:

2020 ($27,304) ($34,381) ($61,685)

2021 (21,922) (34,381) (56,303)

2022 (4,878) (34,381) (39,259)

2023 (11,409) (40,181) (51,590)

2024 (182) (26,879) (27,061)

Thereafter (73) (20,088) (20,161)

Total ($65,768) ($190,291) ($256,059)

 
 
Actuarial Assumptions – SERS 
 
The total OPEB liability was determined by an actuarial valuation as of June 30, 2018. The actuarial 
assumptions used in the valuation are based on results from the most recent actuarial experience study, 
which covered the five-year period ending June 30, 2015. The experience study report is dated April 2016. 
The total OPEB liability used the following assumptions and other inputs: 
 

 
 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
 
 
 
 
 
 
 

Wage Inflation 3.00 percent

Future Salary Increases, including inflation 3.50 percent to 18.20 percent

Investment Rate of Return 7.50 percent net of investment expense, including inflation

Municipal Bond Index Rate

Measurement Date 3.62 percent

Prior Measurement Date 3.56 percent

Single Equivalent Interest Rate

Measurement Date 3.70 percent, net of plan investment expense, including price inflation

Prior Measurement Date 3.63 percent, net of plan investment expense, including price inflation

Health Care Cost Trend Rate

Medicare 5.375 percent - 4.75 percent

Pre-Medicare 7.25 percent - 4.75 percent
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NOTE 10 – DEFINED BENEFIT OPEB PLANS (continued) 
 
The long-term expected rate of return on plan factors are considered in evaluating the long-term rate of 
return assumption including long-term historical data, estimates inherent in current market data, and a 
long-normal distribution analysis in which best-estimate ranges of expected future real rates of return 
were developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long-term expected rate of return, 7.50 percent, by weighting the expected future real rates 
of return by the target asset allocation percentage and then adding expected inflation. The capital market 
assumptions developed by the investment consultant are intended for use over a 10-year horizon and 
may not be useful in setting the long-term rate of return for funding pension plans which covers a longer 
timeframe. The assumption is intended to be a long-term assumption and is not expected to change 
absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental 
change in the market that alters expected returns in future years. 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 
as used in the June 30, 2015 five-year experience study, are summarized as follows: 
 

 
 

Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2018 was 3.70 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2018 was 3.63 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be made 
from members and the System at the contribution rate of 2.00 percent of projected covered payroll each 
year, which includes a 1.50 percent payroll surcharge and 0.50 percent of contributions from the basic 
benefits plan. Based on these assumptions, the OPEB plan’s fiduciary net position was projected to 
become insufficient to make future benefit payments during the fiscal year ending June 30, 2026. 
Therefore, the long-term expected rate of return on OPEB plan assets was used to present value the 
projected benefit payments through the fiscal year ending June 30, 2025 and the Fidelity General 
Obligation 20-year Municipal Bond Index rate of 3.62 percent, as of June 30, 2018 (i.e., municipal bond 
rate), was used to present value the projected benefit payments for the remaining years in the projection. 
The total present value of projected benefit payments from all years was then used to determine the 
single rate of return that was used as the discount rate. The projection of future benefit payments for all 
current plan members was until the benefit payments ran out. 
 
 

Asset Class

Cash 1.00 % 0.50 %

US Equity 22.50 4.75

International Equity 22.50 7.00

Fixed Income 19.00 1.50

Private Equity 10.00 8.00

Real Assets 15.00 5.00

Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected

Allocation Real Rate of Return

Attachment 26: Audited Financial Statements Page 1011



CANTON COLLEGE PREPARATORY SCHOOL - STARK COUNTY 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS  
FOR THE FISCAL YEAR ENDED JUNE 30, 2019  
 

37 
 

NOTE 10 – DEFINED BENEFIT OPEB PLANS (continued) 
 
Sensitivity of the School’s Proportionate Share of the Net OPEB Liability to Changes in the Discount Rate 
and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in the 
discount rate and the health care cost trend rate. The following table presents the net OPEB liability and 
what the net OPEB liability would be if it were calculated using a discount rate that is one percentage 
point lower (2.70 percent) and higher (4.70 percent) than the current discount rate (3.70 percent). Also 
shown is what the net OPEB liability would be based on health care cost trend rates that are one percent 
lower (6.25 percent decreasing to 3.75 percent) and one percent higher (8.25 percent decreasing to 5.75 
percent) than the current rate.  

 
 

Current

1% Decrease Trend Rate 1% Increase

(6.25 % decreasing (7.25 % decreasing (8.25 % decreasing

to 3.75 %) to 4.75 %) to 5.75 %)

School's proportionate share

  of the net OPEB liability $52,946 $65,623 $82,411  
 
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2018, actuarial valuation are presented below:   

 

 
 

Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between 
ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality 
improvement scale MP-2016. For disabled retirees, mortality rates are based on the RP-2014 Disabled 
Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected forward 
generationally using mortality improvement scale MP-2016. 

Inflation 2.50 percent

Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65

Investment Rate of Return 7.45 percent, net of investment expenses, including inflation

Payroll Increases 3.00 percent

Health Care Cost Trend Rates -5.23 percent to 9.62 percent, initial, 4.00 percent ultimate

Current

1% Decrease Discount Rate 1% Increase

(2.70%) (3.70%) (4.70%)

School proportionate share

  of the net OPEB liability $79,629 $65,623 $54,534
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NOTE 10 – DEFINED BENEFIT OPEB PLANS (continued) 
 
Actuarial assumptions used in the June 30, 2018, valuation are based on the results of an actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
 
 

 
 

*Target weights will be phased in over a 24-month period concluding on July 1, 2019. 
 

**Ten-year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25 percent and does not include investment expenses.  Over a 30-year period, STRS' investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 

Discount Rate The discount rate used to measure the total OPEB asset/liability was 7.45 percent as of 
June 30, 2018. The projection of cash flows used to determine the discount rate assumed STRS continues 
to allocate no employer contributions to the health care fund. Based on those assumptions, the OPEB 
plan’s fiduciary net position was projected to be available to make all projected future benefit payments 
to current plan members as of June 30, 2018. Therefore, the long-term expected rate of return on health 
care plan investments of 7.45 percent was applied to all periods of projected benefit payments to 
determine the total OPEB liability as of June 30, 2018.  
 

 
 
 
 
 
 
 
 
 

 
 

Asset Class

Domestic Equity 28.00 % 7.35 %

International Equity 23.00 7.55

Alternatives 17.00 7.09

Fixed Income 21.00 3.00

Real Estate 10.00 6.00

Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**

Target Long Term Expected
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NOTE 10 – DEFINED BENEFIT OPEB PLANS (continued) 
 
Sensitivity of the School’s Proportionate Share of the Net OPEB Asset/Liability to Changes in the 
Discount and Health Care Cost Trend Rate The following table represents the net OPEB asset/liability as 
of June 30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as 
what the net OPEB asset/liability would be if it were calculated using a discount rate that is one percentage 
point lower (6.45 percent) or one percentage point higher (8.45 percent) than the current assumption. 
Also shown is the net OPEB liability as of June 30, 2018, calculated using health care cost trend rates that 
are one percentage point lower or one percentage point higher than the current health care cost trend 
rates. 

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

School's proportionate share

  of the net OPEB asset $82,127 $95,822 $107,329

Current

1% Decrease Trend Rate 1% Increase

School's proportionate share

  of the net OPEB asset $106,679 $95,822 $84,792

 
 

NOTE 11 - CONTINGENCIES 
 

Grants - The School received financial assistance from federal and state agencies in the form of grants.  
Amounts received from grantor agencies are subject to audit and adjustment by the grantor.  Any 
disallowed costs may require refunding to the grantor.  Amounts which may be disallowed, if any, are not 
presently determinable.  However, in the opinion of the School, any such adjustments will not have a 
material adverse effect on the financial position of the School.  

 
Litigation - There are currently no matters in litigation with the School as defendant. 
 
Full-Time Equivalency - School foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  

 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE performed such a review on the School for fiscal year 2019.  
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NOTE 11 – CONTINGENCIES (Continued) 
 
As of the date of this report, the ODE has made one FTE adjustment in September 2019 related to fiscal 
year 2019. For the Academy, the amount was a positive adjustment and it has been accrued on the 
Statement of Net Position. However, as there may be additional adjustments made by the ODE, the full 
impact of future FTE adjustments on the fiscal year 2019 financial statements is not determinable, at this 
time. Management believes this may result in either an additional receivable to, or a liability of, the 
Academy. 
 
In addition, the School’s contract with their Sponsor and management company require payment based 
on revenues received from the State.  As discussed above, additional FTE adjustments for fiscal year 2019 
are not finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 2019 financial 
statements, related to additional reconciliation necessary with these contracts, is not presently 
determinable.  

 
NOTE 12 - SPONSOR CONTRACT 

 
The School contracted with Ohio Council of Community Schools (OCCS) as its sponsor and oversight 
services as required by law.  Sponsorship fees are calculated as a three percent of state funds received by 
the School from the State of Ohio. For the fiscal year ended June 30, 2019, the total sponsorship fees paid 
totaled $52,339.  
 

NOTE 13 - PURCHASED SERVICES 
 

For the period of July 1, 2018 through June 30, 2019, the School made the following purchased services 
commitments. 
 

Purchased Services Amount
Personnel Services 1,356,233$      
Professional Services 730,429            
Property Services 307,384            

   Utilities 83,620              
Travel & Meetings 2,269                
Communications 38,219              
Contractual Trade 196,750            
Pupil Transportation 71,006              

Total 2,785,910$      
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NOTE 14 - LEASE OBLIGATIONS 
  

On July 23, 2014 the School entered into a lease with Tri-State Central Canton Limited Partnership for 
space located at 101 Cleveland Avenue, Canton, Ohio 44702. The term of the lease is for a period of 151 
months from January 1, 2015 through July 31, 2027. Base rent expense for the fiscal year ended 2019 was 
$212,502.  Future lease obligations are as follows: 
 

 Amount
FY2020 229,500$          
FY2021 246,498            
FY2022 262,500            
FY2023 273,000            
FY2024 276,000            
FY25-FY27 843,000            

Total 2,130,498$      

 
 
NOTE 15 - MANAGEMENT COMPANY and MANAGEMENT COMPANY EXPENSES 

 
For fiscal year 2018 the School entered into an agreement with Accel Schools Ohio, LLC to provide 
management support services. The agreement is for a period beginning May 1, 2017 and ending on June 
30, 2027. Management fees are calculated as 18% of the total revenues received from the State of Ohio. 
The total amount due from the School for the fiscal year ending June 30, 2019, was $499,815 and is 
included under “Purchased Services” on the Statements of Revenues, Expenses, and Changes in Net 
Position.   
 

Also, per the management agreement there are expenses that will be billed to the School based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of employees working in at 
the School and other costs related to providing education and administrative services. The total amount 
billed during fiscal year 2019 was $1,110,743. 
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NOTE 15 - MANAGEMENT COMPANY and MANAGEMENT COMPANY EXPENSES – (continued) 
 

For the periods ended June 30, 2019, Accel Schools Ohio, LLC, incurred the following expenses on behalf 
of the School: 
 

 
 

Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro-rated based on 
full time equivalent (FTE) head count as of June 30, 2019 by each school it manages.  
 

NOTE 16 – IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES  
 
For the fiscal year ended June 30, 2019, the School has implemented Governmental Accounting Standards 
Board (GASB) Statement No. 83, Certain Asset Retirement Obligations and GASB Statement No. 88, 
Certain Disclosures Related to Debt, including Direct Borrowings and Direct Placements. 
 

GASB Statement No. 83 establishes criteria for determining the timing and pattern of recognition of a 
liability and a corresponding deferred outflow of resources for asset retirement obligations. The 
implementation of GASB Statement No. 83 did not have an effect on the financial statements of the 
School. 
 

GASB Statement No. 88 establishes additional financial statement note disclosure requirements related 
to debt obligations of governments, including direct borrowings and direct placements. These changes 
were incorporated in the School’s fiscal year 2019 financial statements; however, there was no effect on 
beginning net position. 
 

NOTE 17 – MANAGEMENT’S PLAN 
 

Several factors have caused the School to experience fiscal distress.   The School’s cash balance at June 
30, 2019 was $63,720.  Additionally, the School has significant liabilities at June 30, 2019 which has 
resulted in a deficit net position of ($2,513,745).   Overcoming this deficit may be difficult without 
significant increases in student enrollments and related revenues in order to pay off outstanding liabilities 
and cover ongoing operating costs. 
  
Management intends to eliminate these deficits by increasing enrollment, reevaluating staffing levels and 
applying for grant funds.   

 Canton College Preparatory School 

Regular Instruction

(1100 Function Codes)

Special Instruction

(1200 Function Codes)

Support Services

(2000 Function Codes)
Total

1100 1200 2000

Direct Expenses: 

Salaries & Wages (100 Object Codes) 708,006.96                      191,065.99                      899,072.95$      

Employees’ Benefits (200 Object Codes) 62,134.26                        29,519.70                        18,874.72                        110,528.68$      

Professional & Technical Services (410 Object Codes) 56,719.50                        56,719.50$        

Supplies (510 Object Codes) 8,825.00                          10,242.67                        19,067.67$        

Other Direct Costs (All Other Object Codes) 5,474.00                          5,474.00$          

Total Direct Expenses 778,966.22$                    220,585.69$                    91,310.89$                      1,090,862.80$   

  

Indirect Expenses:  

Overhead 230,258.02$                    230,258.02$      

  

Total Expenses 778,966.22$                    220,585.69$                    321,568.91$                    1,321,120.82$   
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CANTON COLLEGE PREPARATORY SCHOOL - STARK COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE SCHOOL’S PROPORTIONATE SHARE OF THE NET PENSION LIABILITY 

SCHOOL EMPLOYEES RETIREMENT SYSTEM OF OHIO 
LAST FIVE FISCAL YEARS (1) 

 

2019 2018 2017 2016 2015

School's Proportion of the Net Pension Liability 0.00253004% 0.00258940% 0.00238510% 0.00343770% 0.00198600%

School's Proportionate Share of the Net Pension Liability 144,901$     154,711$     174,567$     196,158$     100,510$     

School's Covered-Employee Payroll 89,437$       78,800$       74,071$       103,490$     41,219$       

School's Proportionate Share of the Net Pension Liability 162.01% 196.33% 235.68% 189.54% 243.84%

as a Percentage of its Covered-Employee Payroll

Plan Fiduciary Net Position as a Percentage of the 71.36% 69.50% 62.98% 69.16% 71.70%

Total Pension Liability

(1) Information prior to 2015 is not available.  Schedule is intended to show ten years of information,

      and additional years' will be displayed as it becomes available.

Amounts presented as of the School's measurement date, which is the prior fiscal period end.

See accompanying notes to the required supplementary information.
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CANTON COLLEGE PREPARATORY SCHOOL - STARK COUNTY, OHIO 

 
REQUIRED SUPPLEMENTARY INFORMATION 

SCHEDULE OF THE SCHOOL’S PROPORTIONATE SHARE OF THE NET PENSION LIABILITY 
STATE TEACHERS RETIREMENT SYSTEM OF OHIO 

LAST FIVE FISCAL YEARS (1) 
 

2019 2018 2017 2016 2015

School's Proportion of the Net Pension Liability 0.00596307% 0.00666037% 0.00743371% 0.67307400% 0.00393815%

School's Proportionate Share of the Net Pension Liability 1,311,145$     1,582,186$     2,488,287$     1,860,180$     957,894$      

School's Covered Payroll 677,900$       732,229$       782,171$       601,921$       433,323$      

School's Proportionate Share of the Net Pension Liability 193.41% 216.08% 318.13% 309.04% 221.06%

as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 77.31% 75.30% 66.80% 72.10% 74.70%

Total Pension Liability

(1) Information prior to 2015 is not available. Schedule is intended to show ten years of information, and additional

     years' will be displayed as it becomes available.

Amounts presented as of the School's measurement date, which is the prior fiscal period end.

See accompanying notes to the required supplementary information.  
 
 
 
 
 
 

Attachment 26: Audited Financial Statements Page 1019



 

45 

 
 
 

CANTON COLLEGE PREPARATORY SCHOOL - STARK COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE SCHOOL’S CONTRIBUTIONS - PENSION 

SCHOOL EMPLOYEES RETIREMENT SYSTEM OF OHIO 
LAST SIX FISCAL YEARS (1) 

 

2019 2018 2017 2016 2015 2014

Contractually Required Contribution 18,911$    12,074$    11,032$    10,370$    13,640$     5,713$     

Contributions in Relation to the Contractually 

Required Contribution (18,911)$   (11,032)$   (11,032)$   (10,370)$   (13,640)$    (5,713)$   

Contribution Deficiency (Excess) -$         1,042$      -$         -$         -$          -$        

School's Covered Payroll 140,081$  89,437$    78,800$    74,071$    103,492$   41,219$   

Contributions as a Percentage of

Covered Payroll 13.50% 13.50% 14.00% 14.00% 13.18% 13.86%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional

      years' will be displayed as it becomes available. 

See accompanying notes to the required supplementary information.
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CANTON COLLEGE PREPARATORY SCHOOL - STARK COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE SCHOOL’S CONTRIBUTIONS - PENSION 

SCHOOL TEACHERS RETIREMENT SYSTEM OF OHIO 
LAST SIX FISCAL YEARS (1) 

 

2019 2018 2017 2016 2015 2014

Contractually Required Contribution 99,762$     94,906$     102,512$   109,504$   84,269$   56,332$   

Contributions in Relation to the Contractually 

Required Contribution (99,762)$    (94,906)$    (102,512)$  (109,504)$  (84,269)$  (56,332)$  

Contribution Deficiency (Excess) -$          -$          -$          -$          -$        -$        

School's Covered Payroll 712,586$   677,900$   732,229$   782,171$   601,921$ 433,323$ 

Contributions as a Percentage of

Covered Payroll 14.00% 14.00% 14.00% 14.00% 14.00% 13.00%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional

      years' will be displayed as it becomes available. 

See accompanying notes to the required supplementary information.  
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CANTON COLLEGE PREPARATORY SCHOOL - STARK COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE SCHOOL’S PROPORTIONATE SHARE OF THE NET OPEB LIABILITY 

SCHOOL EMPLOYEES RETIREMENT SYSTEM OF OHIO 
LAST THREE FISCAL YEARS (1) 

 

2019 2018 2017

School's Proportion of the Net OPEB Liability 0.00236544% 0.00335700% 0.00602740%

School's Proportionate Share of the Net OPEB Liability 65,623$       90,093$       171,802$     

School's Covered Payroll 89,437$       78,800$       74,071$       

School's Proportionate Share of the Net OPEB Liability 73.37% 114.33% 231.94%

as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 13.57% 12.46% 11.49%

Total OPEB Liability

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 

      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date

     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information  
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CANTON COLLEGE PREPARATORY SCHOOL - STARK COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE SCHOOL’S PROPORTIONATE SHARE OF THE NET OPEB LIABILITY/ASSET 

STATE TEACHERS RETIREMENT SYSTEM OF OHIO 
LAST THREE FISCAL YEARS (1) 

 

2019 2018 2017

School's Proportion of the Net OPEB Liability/Asset 0.00596307% 0.00666037% 0.00743371%

School's Proportionate Share of the Net OPEB Liability/(Asset) (95,822)$      259,862$     397,557$     

School's Covered Payroll 677,900$     732,229$     782,171$     

School's Proportionate Share of the Net OPEB Liability/Asset -14.14% 35.49% 50.83%

as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 176.00% 47.10% 37.30%

Total OPEB Liability/Asset

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 

      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date

     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information
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CANTON COLLEGE PREPARATORY SCHOOL - STARK COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE SCHOOL’S CONTRIBUTIONS - OPEB 
SCHOOL EMPLOYEES RETIREMENT SYSTEM OF OHIO 

LAST SIX FISCAL YEARS (1) 
 

2019 2018 2017 2016 2015 2014

Contractually Required Contribution 700$          831$          2,183$       1,248$       849$        831$        

Contributions in Relation to the Contractually 

Required Contribution (700)$        (831)$        (2,183)$      (1,248)$      (849)$       (831)$       

Contribution Deficiency (Excess) -$          -$          -$          -$          -$        -$        

School's Covered-Employee Payroll 140,081$   89,437$     78,800$     74,071$     103,490$ 41,219$   

Contributions as a Percentage of

Covered Payroll 0.50% 0.93% 2.77% 1.68% 0.82% 2.02%

(1) Includes Surcharge

(2) Information prior to 2014 is not available. Schedule is intended to show ten years of information, 

      and additional years' will be displayed as it becomes available. 

See accompanying notes to the required supplementary information.  
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CANTON COLLEGE PREPARATORY SCHOOL - STARK COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE SCHOOL’S CONTRIBUTIONS - OPEB 

STATE TEACHERS RETIREMENT SYSTEM OF OHIO 
LAST SIX FISCAL YEARS (1) 

 

2019 2018 2017 2016 2015 2014

Contractually Required Contribution -$          -$          -$          -$          -$        4,333$     

Contributions in Relation to the Contractually 

Required Contribution -$          -$          -$          -$          -$        (4,333)$    

Contribution Deficiency (Excess) -$          -$          -$          -$          -$        -$        

School's Covered-Employee Payroll 712,586$   677,900$   732,229$   782,171$   601,921$ 433,323$ 

Contributions as a Percentage of

Covered Payroll 0.00% 0.00% 0.00% 0.00% 0.00% 1.00%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, 

      and additional years' will be displayed as it becomes available. 

See accompanying notes to the required supplementary information
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NOTE 1 - NET PENSION LIABILITY 
 
Changes in Assumptions - SERS 

 

For fiscal year 2017, the SERS Board adopted the following assumption changes: 

• Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent 

• Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent 

• Assumed real wage growth was reduced from 0.75 percent to 0.50 percent 

• Rates of withdrawal, retirement and disability were updated to reflect recent experience. 

• Mortality among active members was updated to RP-2014 Blue Collar Mortality Table with fully 

generational projection and a five-year age set-back for both males and females. 

• Mortality among service retired members, and beneficiaries was updated to RP-2014 Blue Collar 

Mortality Table with fully generational projection with Scale BB, 120 percent of male rates, and 

110 percent of female rates. 

• Mortality among disabled members was updated to RP-2000 Disabled Mortality Table, 90 

percent for male rates and 100 percent for female rates, set back five years is used for the 

period after disability retirement.   

 

Changes in Benefit Terms - SERS 

For fiscal year 2018, the cost-of-living adjustment was changed from a fixed 3.00 percent to a cost-of-
living adjustment that is indexed to CPI-W not greater than 2.50 percent with a floor of zero percent 
beginning January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has 
enacted a three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the Retirement Board approved several changes to the actuarial assumptions in 2017. 
The long term expected rate of return was reduced from 7.75 percent to 7.45 percent, the inflation 
assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered 
to 3.00 percent, and total salary increases rate was lowered by decreasing the merit component of the 
individual salary increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy 
and disabled mortality assumptions were updated to the RP-2014 mortality tables with generational 
improvement scale MP-2016. Rates of retirement, termination and disability were modified to better 
reflect anticipated future experience. 
 

Changes in Benefit Terms - STRS 

 

For fiscal year 2018, the cost-of-living adjustment (COLA) was reduced to zero.  
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NOTE 2 - NET OPEB LIABILITY 
 
Changes in Assumptions – SERS 
 
Amounts reported for fiscal year 2019 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 3.56 percent to 3.62 
percent. Single Equivalent Interest Rate, net of plan investment expense, including price inflation, 
increased from 3.63 percent to 3.70 percent. The health care cost trend assumptions changed as follows:  
 
Pre-Medicare 
  Fiscal year 2018  7.50 percent initially, decreasing to 4.00 percent 

Fiscal year 2019 7.25 percent initially, decreasing to 4.75 percent 
Medicare 
 Fiscal year 2018  5.50 percent initially, decreasing to 5.00 percent 

Fiscal year 2019 5.375 percent initially, decreasing to 4.75 percent 
 

Amounts reported for fiscal year 2018 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 2.92 percent to 3.56 
percent. Single Equivalent Interest Rate, net of plan investment expense, including price inflation, 
increased from 2.98 percent to 3.63 percent. 
 
Changes in Benefit Terms - SERS 

There have been no changes to the benefit provisions. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2019, the discount rate was increased from the blended rate of 4.13 percent to the long-
term expected rate of return of 7.45 percent. Valuation year per capita health care costs were updated. 
Health care cost trend rates ranged from 6.00 percent to 11 percent initially and a 4.50 percent ultimate 
rate for fiscal year 2018 and changed for fiscal year 2019 to a range of -5.20 percent to 9.60 percent, 
initially and a 4.00 ultimate rate. 
 
For fiscal year 2018, the blended discount rate was increased from 3.26 percent to 4.13 percent. Valuation 
year per capita health care costs were updated, and the salary scale was modified. The percentage of 
future retirees electing each option was updated based on current data and the percentage of future 
disabled retirees and terminated vested participants electing health coverage were decreased. The 
assumed mortality, disability, retirement, withdrawal and future health care cost trend rates were 
modified along with the portion of rebated prescription drug costs. 
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NOTE 2 - NET OPEB LIABILITY (Continued) 
 
Changes in Benefit Terms – STRS 
 
For fiscal year 2019, the subsidy multiplier for non-Medicare benefit recipients was increased from 1.9 
percent to 1.944 percent per year of service effective January 1, 2019. The non-Medicare frozen subsidy 
base premium was increased effective January 1, 2019 and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 1, 2020. 
 
For fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. This was subsequently extended, see above paragraph.  
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JAMES G. ZUPKA, C.P.A., INC. 
Certified Public Accountants 

5240 East 98th Street 

Garfield Hts., Ohio 44125 
_________________ 

 
Member American Institute of Certified Public Accountants           (216) 475 - 6136                            Ohio Society of Certified Public Accountants 

 

 

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 

AND ON COMPLIANCE AND OTHER MATTERS REQUIRED BY 

GOVERNMENT AUDITING STANDARDS 

 

To the Members of the Board  The Honorable Keith Faber 

Auditor of State 

State of Ohio 

Canton College Preparatory School  

Canton, Ohio  

 

We have audited, in accordance with the auditing standards generally accepted in the United 

States of America and the standards applicable to financial audits contained in Government 

Auditing Standards issued by the Comptroller General of the United States, the financial 

statements of the Canton College Preparatory School, Stark County, Ohio, (the School) as of and 

for the year ended June 30, 2019, and the related notes to the financial statements, which 

collectively comprise the School’s basic financial statements, and have issued our report thereon 

dated December 20, 2019, wherein we noted the School is experiencing financial difficulties and 

has reported a deficit net position.   

 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School’s 

internal control over financial reporting (internal control) to determine the audit procedures that 

are appropriate in the circumstances for the purpose of expressing our opinion on the financial 

statements, but not for the purpose of expressing an opinion on the effectiveness of the School’s 

internal control. Accordingly, we do not  express an opinion on the effectiveness of the School’s 

internal control.   

 

A deficiency in internal control exists when the design or operation of a control does not allow 

management or employees, in the normal course of performing their assigned functions, to 

prevent, or detect and correct, misstatements on a timely basis. A material weakness is a 

deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable 

possibility that a material misstatement of the School’s financial statements will not be 

prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or 

a combination of deficiencies, in internal control that is less severe than a material weakness, yet 

important enough to merit attention by those charged with governance.   

 

Our consideration of internal control was for the limited purpose described in the first paragraph 

of  this section and was not designed to identify all deficiencies in internal control that might be 

material weaknesses or significant deficiencies.  Given these limitations, during our audit we did 

not identify any deficiencies in internal control that we consider to be material weaknesses.  

However, material weaknesses may exist that have not been identified. 
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Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School’s financial statements are 

free from material misstatement, we performed tests of its compliance with certain provisions of 

laws, regulations, contracts, and grant agreements, noncompliance with which could have a 

direct and material effect on the determination of financial statement amounts.  However, 

providing an opinion on compliance with those provisions was not an objective of our audit, and 

accordingly, we do not express such an opinion.  The results of our tests disclosed no instances 

of noncompliance or other matters that are required to be reported under Government Auditing 

Standards. 

 
Purpose of This Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and 

compliance and the results of that testing, and not to provide an opinion on the effectiveness of 

the School’s internal control or on compliance.  This report is an integral part of an audit 

performed in accordance with Government Auditing Standards in considering the School’s 

internal control and compliance.  Accordingly, this communication is not suitable for any other 

purpose.  

 

 
James G. Zupka, CPA, Inc. 

Certified Public Accountants 

 

December 20, 2019 
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The prior audit report, as of June 30, 2018 included no findings.  Management letter recommendations 

have been corrected, repeated, or procedures instituted to prevent occurrences in this audit period. 

 
 

Attachment 26: Audited Financial Statements Page 1032



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
This page intentionally left blank. 

Attachment 26: Audited Financial Statements Page 1033



 
 
 
 
 
 
 
 
 
 
 

 
 
 
 

88 East Broad Street, Columbus, Ohio 43215 
Phone: 614-466-4514 or 800-282-0370 

www.ohioauditor.gov 

 
 
 

CANTON COLLEGE PREPARATORY SCHOOL 
 

STARK COUNTY 
 
 

CLERK’S CERTIFICATION 
This is a true and correct copy of the report which is required to be filed in the Office of the 
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio. 

 
 
 
 
 
 

 
 

CLERK OF THE BUREAU 
 
CERTIFIED 
FEBRUARY 6, 2020 
 

 

Attachment 26: Audited Financial Statements Page 1034



 

 
 
 
 
 
 
 
 
 
 
 
 

CANTON COLLEGE  
PREPARATORY SCHOOL 

STARK COUNTY, OHIO 
 

AUDIT REPORT 
 

FOR THE FISCAL YEAR  
ENDED JUNE 30, 2018 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

James G. Zupka, CPA, Inc. 
Certified Public Accountants

Attachment 26: Audited Financial Statements Page 1035



            

Attachment 26: Audited Financial Statements Page 1036



 

88 East Broad Street, Columbus, Ohio 43215 
Phone: 614-466-4514 or 800-282-0370 

www.ohioauditor.gov

 
 
 
Board of Directors 
Canton College Preparatory School 
101 Cleveland Avenue, NW 
Canton, Ohio 44721 
 
 
We have reviewed the Independent Auditor’s Report of the Canton College Preparatory School, 
Stark County, prepared by James G. Zupka, CPA, Inc., for the audit period July 1, 2017 through 
June 30, 2018.  Based upon this review, we have accepted these reports in lieu of the audit 
required by Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying 
financial statements and, accordingly, we are unable to express, and do not express an opinion on 
them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Canton College Preparatory School is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
February 8, 2019  
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JAMES G. ZUPKA, C.P.A., INC. 
Certified Public Accountants 

5240 East 98
th

 Street 

Garfield Hts., Ohio 44125 
_________________ 

 
Member American Institute of Certified Public Accountants           (216) 475 - 6136                            Ohio Society of Certified Public Accountants 

 

 

INDEPENDENT AUDITOR’S REPORT 

 

To the Members of the Board  The Honorable Dave Yost 

Auditor of State 

State of Ohio 

Canton College Preparatory School  

Canton, Ohio  

 

Report on the Financial Statements 
 

We have audited the accompanying financial statements of the Canton College Preparatory 

School, Stark County, Ohio, (the School) as of and for the year ended June 30, 2018, and the 

related notes to the financial statements, which collectively comprise the School’s basic financial 

statements as listed in the table of contents. 

 
Management’s Responsibility for the Financial Statements 
 

Management is responsible for the preparation and fair presentation of these financial statements 

in accordance with accounting principles generally accepted in the United States of America; this 

includes the design, implementation, and maintenance of internal control relevant to the 

preparation and fair presentation of financial statements that are free from material misstatement, 

whether due to fraud or error. 

 

Auditor’s Responsibility 
 

Our responsibility is to express an opinion on these financial statements based on our audit.  We 

conducted our audit in accordance with auditing standards generally accepted in the United 

States of America and the standards applicable to financial audits contained in Government 

Auditing Standards, issued by the Comptroller General of the United States.  Those standards 

require that we plan and perform the audit to obtain reasonable assurance about whether the 

financial statements are free from material misstatement. 

 

An audit involves performing procedures to obtain audit evidence about the amounts and 

disclosures in the financial statements.  The procedures selected depend on the auditor’s 

judgment, including the assessment of the risks of material misstatement of the financial 

statements, whether due to fraud or error.  In making those risk assessments, the auditor 

considers internal control relevant to the School’s preparation and fair presentation of the 

financial statements in order to design audit procedures that are appropriate in the circumstances, 

but not for the purpose of expressing an opinion on the effectiveness of the School’s internal 

control.  Accordingly, we express no such opinion.  An audit also includes evaluating the 

appropriateness of accounting policies used and the reasonableness of significant accounting 

estimates made by management, as well as evaluating the overall presentation of the financial 

statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 

basis for our audit opinion. 

 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, 

the financial position of the Canton College Preparatory School as of June 30, 2018, and the 

changes in financial position and cash flows thereof for the year then ended in accordance with 

accounting principles generally accepted in the United States of America. 

 

Emphasis of Matter 

 

As discussed in Note 16 to the basic financial statements, during 2018, the School adopted new 

accounting guidance in Governmental Accounting Standards Board (GASB) Statement No. 75, 

Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions.  As 

described  in  Note  17  to  the  basic  financial  statements  the  School  is  experiencing  

financial difficulties and has a deficit net position.  Management's plans in regard to those 

matters are also described in Note 17.  The basic financial statements do not include any 

adjustments that might result from the outcome of this uncertainty.  Our opinion is not modified 

with respect to these matters. 

 
Other Matters 
 
Required Supplementary Information 
 

Accounting principles generally accepted in the United States of America require that the 

Management’s Discussion and Analysis and Schedules of Net Pension and Postemployment 

Benefit Liabilities and Pension and Postemployment Benefit Contributions, as listed in the table 

of contents, be presented to supplement the basic financial statements.  Such information, 

although not a part of the basic financial statements, is required by the Governmental Accounting 

Standards Board, who considers it to be an essential part of financial reporting for placing the 

basic financial statements in an appropriate operational, economic, or historical context.  We 

have applied certain limited procedures to the required supplementary information in accordance 

with auditing standards generally accepted in the United States of America, which consisted of 

inquiries of management about the methods of preparing the information and comparing the 

information for consistency with management’s responses to our inquiries, the basic financial 

statements, and other knowledge we obtained during our audit of the basic financial statements.  

We do not express an opinion or provide any assurance on the information because the limited 

procedures do not provide us with sufficient evidence to express an opinion or provide any 

assurance. 
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Other Reporting Required by Government Auditing Standards 

 

In accordance with Government Auditing Standards, we have also issued our report dated 

December 28, 2018, on our consideration of the School’s internal control over financial reporting 

and on our tests of its compliance with certain provisions of laws, regulations, contracts, and 

grant agreements and other matters.  The purpose of that report is to describe the scope of our 

testing of internal control over financial reporting and compliance and the results of that testing, 

and not to provide an opinion on internal control over financial reporting or on compliance.  That 

report is an integral part of an audit performed in accordance with Government Auditing 

Standards in considering the School’s internal control over financial reporting and compliance. 

 

 
James G. Zupka, CPA, Inc. 

Certified Public Accountants 

 

December 28, 2018 
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The discussion and analysis of the Canton College Preparatory School (the School) financial performance 
provides an overall review of the School’s financial activities for the fiscal year ended June 30, 2018. The 
intent of this discussion and analysis is to look at the School’s’ financial performance as a whole; readers 
should also review the basic financial statements and notes to the basic financial statements to enhance 
their understanding of the School’s financial performance.  

 

FINANCIAL HIGHLIGHTS 
 
Key Financial Highlights for the School for the 2017-18 school year are as follows:  

 Total Assets decreased by $62,223. 

 Total Liabilities decreased by $980,547.   

 Total Net Position increased by $185,006.  

 Total Operating and Non-Operating revenues were $2,058,998. Total Operating and non-
Operating expenses were $1,873,993. 
 

USING THIS ANNUAL REPORT 
  
This report consists of four parts: the MD&A, the basic financial statements, notes to those statements, 
and required Supplementary Information. The basic financial statements include a Statement of Net 
Position, a Statement of Revenues, Expenses and Changes in Net Position, and a Statement of Cash 
Flows.   
 
The Statement of Net Position and Statement of Revenues, Expenses, and Changes in Net Position 
reflect how the School did financially during fiscal year 2018.  These statements include all assets, 
deferred outflows of resources, deferred inflows of resources, and liabilities using the accrual basis of 
accounting similar to the accounting used by most private-sector companies. This basis of accounting 
includes all of the current year revenues and expenses regardless of when cash is received or paid.  
These statements report the School’s Net Position and changes in that position. This change in Net 
Position is important because it tells the reader whether the financial position of the School has 
improved or diminished. The causes of this change may be the result of many factors, some financial, 
some not. Non-financial factors include the School’s’ student enrollment, per-pupil funding as 
determined by the State of Ohio, change in technology, required educational programs and other 
factors. 
 
The School uses enterprise presentation for all of its activities. 
 
Statement of Net Position - The Statement of Net Position answers the question of how the School did 
financially during 2018.  This statement includes all assets, deferred outflows of resources, liabilities, and 
deferred inflows of resources, both financial and capital, and short-term and long-term using the accrual 
basis of accounting and economic resource focus, which is similar to the accounting used by most 
private-sector companies.  This basis of accounting takes into account all revenues and expenses during 
the year, regardless of when the cash is received or paid.   
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USING THIS ANNUAL REPORT (Continued) 
 
Table 1 provides a summary of the School’s Net Position for fiscal year 2018 and 2017.  

 

Assets

Current Assets  $                124,380  $                175,473 

Capital Assets, Net                       16,303                       27,433 

     Total Assets                    140,683                    202,906 

Deferred Outflows of Resources                 1,266,252                 1,636,616 

       

Liabilities        

Current Liabilities                 1,126,639                    923,430 

NonCurrent Liabilities                 2,270,634                 3,454,390 

      Total Liabilties                 3,397,273                 4,377,820 

Deferred Inflows of Resources                    407,619                       44,664 

Net Position

Investment in Capital Assets                       16,303                       27,433 

Restricted                               -                         12,212 

Unrestricted                (2,414,260)                (2,622,607)

      Total Net Position  $           (2,397,957)  $           (2,582,962)

 

Table 1

Statement of Net Position

2018 Restated 2017
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USING THIS ANNUAL REPORT (continued) 
 
The net pension liability (NPL) is the largest single liability reported by the School at June 30, 2018   and 
is reported pursuant to GASB Statement 68, “Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27.”   For fiscal year 2018, the School adopted GASB Statement 75, 
“Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions,” which 
significantly revises accounting for costs and liabilities related to other postemployment benefits (OPEB).  
For reasons discussed below, many end users of this financial statement will gain a clearer 
understanding of the School’s actual financial condition by adding deferred inflows related to pension 
and OPEB, the net pension liability and the net OPEB liability to the reported net position and 
subtracting deferred outflows related to pension and OPEB. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OBEP liability.  GASB 68 and GASB 
75 take an earnings approach to pension and OPEB accounting; however, the nature of Ohio’s statewide 
pension/OPEB plans and state law governing those systems requires additional explanation in order to 
properly understand the information presented in these statements. 
 
GASB 68 and GASB 75 require the net pension liability and the net OPEB liability to equal the School’s 
proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 
 
GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, 
benefits, and the promise of a future pension and other postemployment benefits.  GASB noted that the 
unfunded portion of this promise is a present obligation of the government, part of a bargained-for 
benefit to the employee, and should accordingly be reported by the government as a liability since they 
received the benefit of the exchange.  However, the School is not responsible for certain key factors 
affecting the balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension 
benefits with the employer.  Both employer and employee contribution rates are capped by State 
statute.  A change in these caps requires action of both Houses of the General Assembly and approval of 
the Governor.  Benefit provisions are also determined by State statute.  The Ohio revised Code permits, 
but does not require the retirement systems to provide healthcare to eligible benefit recipients.  The 
retirement systems may allocate a portion of the employer contributions to provide for these OPEB 
benefits.
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USING THIS ANNUAL REPORT (Continued) 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a 
specific, legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension/OPEB plan as against the public employer.  State law 
operates to mitigate/lessen the moral obligation of the public employer to the employee, because all 
parties enter the employment exchange with notice as to the law.  The retirement system is responsible 
for the administration of the pension and OPEB plans 
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. 
sick and vacation leave), are satisfied through paid time-off or termination payments.  There is no 
repayment schedule for the net pension liability or the net OPEB liability.  As explained above, changes 
in benefits, contribution rates, and return on investments affect the balance of these liabilities, but are 
outside the control of the local government.  In the event that contributions, investment returns, and 
other changes are insufficient to keep up with required payments, State statute does not assign/identify 
the responsible party for the unfunded portion.  Due to the unique nature of how the net pension 
liability and the net  
OPEB liability are satisfied, these liabilities are separately identified within the long-term liability section 
of the statement of net position. 
 
In accordance with GASB 68 and GASB 75, the School’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate 
share of each plan’s change in net pension liability and net OPEB liability, respectively, not accounted for 
as deferred inflows/outflows.  
 
As a result of implementing GASB 75, the School is reporting a net OPEB liability and deferred 
inflows/outflows of resources related to OPEB on the accrual basis of accounting.  This implementation 
also had the effect of restating net position at June 30, 2018, from ($2,015,787) to ($2,582,962). 
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USING THIS ANNUAL REPORT (Continued) 
 
Statement of Revenues, Expenses and Change in Net Position - Table 2 shows the changes in Net 
Position for fiscal year 2017, as well as a listing of revenues and expenses.   This change in Net Position is 
important because it tells the reader that, for the School as a whole, the financial position of the School 
has improved or diminished. The cause of this may be the result of many factors, some financial, some 
not.  Non-financial factors include the current laws in Ohio restricting revenue growth, facility 
conditions, required educational programs and other factors. 
 

Operating Revenues

State Aid  $             1,693,118  $             1,948,327 

Other                          4,477                          6,481 

     Total Operating Revenues                 1,697,595                 1,954,808 

Operating Expenses       

Salaries                     715,164                     843,237 

Fringe Benefits                     168,414                     192,122 

Fringe Benefits - GASB 68 & 75                   (412,042)                     542,730 

Purchased Services                 1,181,877                 1,195,341 

Materials and Supplies                     101,056                     153,330 

Depreciation                       25,731                       33,398 

Other                       25,514                          8,612 

      Total Operating Expenses                 1,805,714                 2,968,770 

Operating (Loss)                   (108,119)               (1,013,962)

Non-Operating Revenues (Expenses)

Federal Grants                     361,403                     390,427 

Contributions and Donations                                 -                         36,000 

Debt Forgiveness                                 -                       280,287 

Interest Expense                     (68,279)                   (128,875)

      Total Non-Operating Revenues (Expenses)                     293,124                     577,839 

 

Change in Net Position 185,005$                (436,123)$               

Table 2

Change in Net Position

2018 Restated 2017
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USING THIS ANNUAL REPORT (Continued) 
 
The information necessary to restate the 2017 beginning balances and the 2018 OPEB expense amounts 
for the effects of the initial implementation of GASB 75 is not available.  Therefore, 2017 functional 
expenses still include OPEB expense of $2,183 computed under GASB 45.  GASB 45 required recognizing 
pension expense equal to the contractually required contributions to the plan. Under GASB 75, OPEB 
expense represents additional amounts earned, adjusted by deferred inflows/outflows. The 
contractually required contribution is no longer a component of OPEB expense. Under GASB 75, the 
2018 statements report negative OPEB expense of $100,903.  Consequently, in order to compare 2018 
total program expenses to 2017, the following adjustments are needed: 
 

Total 2018 program expenses under GASB 75 1,805,714$   

Negative OPEB expense under GASB 75 100,903         

2018 contractually required contribution 831                 

Adjusted 2018 program expenses 1,907,448     

Total 2017 program expenses under GASB 45 2,968,770     

Decrease in program expenses note related to OPEB 1,061,322$   

 
Current assets represent cash and cash equivalents, intergovernmental receivable, and other assets.  
Current liabilities represent accounts payable, accrued expenses, accrued wages and benefits, advances 
payable, line of credit, term loan, and withholdings payable at fiscal year-end.    
 

BUDGETING HIGHLIGHTS 
 
Unlike other public schools located in the State of Ohio, community schools are not required to follow 
budgetary provisions set forth in Ohio Rev. Code Chapter 5705 (with the exception section 5705.391 – 
Five Year Forecasts), unless specifically provided in the community school’s contract with its Sponsor. 
 
The contract between the School and its Sponsor does prescribe a budgetary process. The School must 
prepare and submit a detail budget for every fiscal year to the Board of Directors and its Sponsor.  The 
five-year forecast is also submitted to the Ohio Department of Education, annually. 
 

CAPITAL ASSETS  

At fiscal year end, the School’s net capital asset balance was $16,303.   This included capital additions in 
the current year of $14,600 and depreciation expense was $25,731. For more information on capital 
assets, see Note 5 of the Basic Financial Statements. 
 

WORKING CAPITAL ADVANCES 

During the fiscal year, the School received working capital monies from Charter School Capital through a 
receivables purchase agreement. As the School receives monthly State funding, these advances are 
repaid, however, the School may elect to receive additional advances from Charter School Capital by 
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entering into new agreements.  
 

CURRENT FINANCIAL ISSUES 
 
The School is a community School and is funded through the State of Ohio Foundation Program.  The 
School relies on this, as well as, State and Federal funds as its primary source of revenue.   In 2018, the 
State raised the base per pupil funding to $6,010, which is up from $6,000 in the previous year.  
Additionally, community schools in Ohio will be allocated a small amount of facilities funding which is 
also per pupil based.  This amount is projected to be $200 per pupil. 
 
The full-time equivalent enrollment of the School for the year ended June 30, 2018 was 184 compared 
to a figure of 216 at the end of fiscal year 2017. 
 
Overall, the School will continue to provide learning opportunities and apply resources to best meet the 
needs of the students served.  

 
CONTACTING THE SCHOOL’S FINANCIAL MANAGEMENT  
 
This financial report is designed to provide our citizen’s, taxpayers, investors and creditors with a 
general overview of the School’s finances and to demonstrate accountability for the money it receives. If 
you have questions about this report or need additional information contact the School’s Fiscal Officer, 
C. David Massa, CPA, of Massa Financial Solutions, LLC, 2200 Tuscarawas St E., Canton, Ohio 44707. 
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Assets:

Current Assets:

    Cash and Cash Equivalents 35,161$            

    Accounts Receivable 33,944

    Intergovernmental Receivable 21,637

    Prepaid Expense 33,638

      Total Current Assets 124,380

Noncurrent Assets:

  Capital Assets, net of Accumulated Depreciation 16,303

Total Assets 140,683            

Deferred Outflows of Resources:

    Pension 1,250,420         

    OPEB 15,832              

Total Deferred Outflows of Resources 1,266,252         

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 653,526            

    Withholdings Payable 7,844                

    Current Portion of Long-Term Debt 24,969              

    Advances Payable 440,300            

       Total Current Liabilities 1,126,639         

Noncurrent Liabilities:

  Net Pension Liability 1,736,896

  Net Benefit Liability 349,955

  Noncurrent Portion of Long-Term Debt 183,783

    Total Noncurrent Liabilities 2,270,634

       Total Liabilities 3,397,273

Deferred Inflows of Resources:

    Pension 275,469            

    OPEB 132,150            

Total Deferred Inflows of Resources 407,619            

Net Position:

  Invested in Capital Assets 16,303

  Unrestricted Net Position (2,414,260)

  Total Net Position (2,397,957)$     

See Accompanying Notes to the Basic Financial Statements

 

Attachment 26: Audited Financial Statements Page 1052



CANTON COLLEGE PREPARATORY SCHOOL - STARK COUNTY, OHIO 
 

Statement of Revenues, 
Expenses and Changes in Net Position 

For the Fiscal Year Ended June 30, 2018 
 

13 

 

Operating Revenues:

  State Aid 1,693,118$      

  Miscellaneous 4,477

    Total Operating Revenues 1,697,595

Operating Expenses:

  Salaries 715,164            

  Fringe Benefits 168,414            

  Fringe Benefits - GASB 68 (311,139)           

  Fringe Benefits - GASB 75 (100,903)           

  Purchased Services 1,181,877

  Depreciation 25,731

  Supplies 101,056

  Other Operating Expenses 25,514

    Total Operating Expenses 1,805,714

      Operating Loss (108,119)

Non-Operating Revenues and Expenses:

  Federal Grants 361,403

  Interest Expense (68,279)             

    Net Nonoperating Revenues and Expenses 293,124

Change in Net Position 185,005            

Net Position Beginning of Year, Restated (2,582,962)       

Net Position End of Year (2,397,957)$     

See Accompanying Notes to the Basic Financial Statements  
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CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 1,724,104$      

Other Operating Receipts 4,477                

Cash Payments to Suppliers for Goods and Services (969,552)           

Cash Payments to Employees for Services (750,375)           

Cash Payments for Employee Benefits (169,196)           

Net Cash Used For Operating Activities (160,542)           

CASH FLOWS FROM INVESTMENT ACTIVITIES

Purchase of Assets (14,600)             

Net Cash Used for Investment Activities (14,600)             

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Federal and State Grant Receipts 358,102            

Net Cash Provided By Noncapital Financing Activities 358,102            

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Charter School Capital Advances 1,343,986         

Charter School Capital Cost of Funding (60,597)             

Charter School Capital Redemptions (1,461,686)       

Interest on Notes Payable (7,682)               

Note Payable Principal Payments (39,759)             

Net Cash Used For Capital and Related Financing Activities (225,738)           

Net Decrease in Cash and Cash Equivalents (42,778)             

Cash and Cash Equivalents - Beginning of the Year 77,940              

Cash and Cash Equivalents - Ending of the Year 35,162$            

See Accompanying Notes to the Basic Financial Statements  
 

  
 
 
 
 
 

Continued 
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Reconciliation of Operating Loss to Net Cash Used For Operating Activities

Operating Loss (108,119)$        

Adjustments to Reconcile Operating Loss to Net Cash Used For Operating Activities

Depreciation 25,731              

Changes in Assets, Liabilities, and Deferred Inflows and Outflows:

(Increase)/Decrease in Receivables 33,043              

(Increase)/ Decrease in Deferred Outflows 368,181            

Increase/ (Decrease) in Deferred Inflows 362,955            

Increase/ (Decrease) in Net Pension Liability (1,143,178)       

(Increase)/Decrease in Prepaid Expense 6,712                

Increase/(Decrease) in Accounts Payable, Trade 367,808            

Increase/(Decrease) in Accrued Expenses (37,681)             

Increase/(Decrease) in Accrued Wages and Benefits (35,994)             

Net Cash Used For Operating Activities (160,542)$        

See Accompanying Notes to the Basic Financial Statements
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NOTE 1 - DESCRIPTION OF THE ENTITY 
 
The Canton College Preparatory School, (the School) is a nonprofit corporation established pursuant to 
Ohio Revised Code Chapters 3314 and 1702.  The School’s mission is to provide an orderly and 
supportive environment whereby students experience preparations for college, career and life. The 
School operates on a foundation, which fosters character building for all students, parents and staff 
members.  The School, which is part of the State’s education program, is independent of any school 
district and is nonsectarian in its programs, admission policies, employment practices, and all other 
operations.  The School may acquire facilities as needed and contract for any services necessary for the 
operation of the School. 
 
The School was approved for operation under a contract with Ohio Council of Community Schools 
(“OCCS”) (the Sponsor) for a five-year period commencing on July 1, 2013 and was renewed for a 
subsequent five-year term on July 1, 2018.  The Sponsor is responsible for evaluating the performance of 
the School and has the authority to deny renewal of the contract at its expiration or terminate the 
contract prior to its expiration.  
 
The School operates under the direction of a Board of Directors (the Board).  The Board is responsible 
for carrying out the provisions of the contract which include, but are not limited to, state mandated 
provisions regarding student populations, curriculum, academic goals, performance standards, 
admissions standards, and qualifications of teachers.  The Board controls the School’s instructional and 
administrative staff. 
 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The basic financial statements of the School have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental nonprofit organizations.  The Governmental 
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental 
accounting and financial reporting principles. The more significant of the School’s accounting policies are 
described below. 
 
Basis of Presentation - The School’s basic financial statements consist of a Statement of Net Position, a 
Statement of Revenue, Expenses and Changes in Net Position, and a Statement of Cash Flows. Enterprise 
fund reporting focuses on the determination of the changes Net Position, financial position and cash 
flows. 
 
The Governmental Accounting Standards Board requires the presentation of all financial activity to be 
reported within one enterprise fund for year-ending reporting purposes.  Enterprise accounting is used 
to account for operations that are financed and operated in a manner similar to private business 
enterprise where the intent is that the cost (expense) of providing goods and services to the general 
public on a continuing basis be financed or recovered primarily through user charges. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Measurement Focus and Basis of Accounting - The accounting and financial reporting treatment is 
determined by measurement focus. Enterprise accounting uses a flow of economic resources 
measurement focus. Under this measurement focus, all assets, all deferred outflows of resources, all 
liabilities, and all deferred inflows of resources are included on the Statement of Net Position. The 
Statement of Revenues, Expenses and Changes in Net Position presents increases (e.g., revenues) and 
decreases (e.g., expenses) in total Net Position. 
 
Budgetary Process - Unlike other public schools located in the state of Ohio, community schools are not 
required to follow budgetary provisions set forth in Ohio Revised Code Chapter 5705 (with the exception 
section 5705.391 – Five Year Forecasts), unless specifically provided for in the School’s sponsorship 
agreement. The contract between the School and its Sponsor requires a detailed budget for each year of 
the contract. 

       
Cash and Cash Equivalents - Cash received by the School is reflected as “Cash and Cash Equivalents” on 
the Statement of Net Position.  The School did not have any investments during the period ended June 
30, 2018. 

    
Prepaid Items - Payments made to vendors for services that will benefit periods beyond June 30, 2018, 
are recorded as prepaid items using the consumption method. A current asset for the prepaid amount is 
recorded at the time of the purchase and an expense is reported in the year in which services are 
consumed. The School did not have any prepayments at June 30, 2018. 
      
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported 
in the financial statements and accompanying notes.  Actual results may differ from these estimates. 
 
Capital Assets and Depreciation - Capital assets are capitalized at cost. Donated Capital Assets are 
recorded at their acquisition values as of the date received. The costs of additions are capitalized and 
expenditures for repairs and maintenance are expensed when incurred.  When property is sold or 
retired, the related costs and accumulated depreciation are removed from the financial records and any 
gain or loss is included in additions to or deductions from Net Position. Capital assets were $16,303 as of 
June 30, 2018, net of accumulated depreciation. Depreciation of capital assets is calculated utilizing the 
straight-line method over the estimated useful lives of the assets which are as follows: 
  

Asset Class    Useful Life 
Computers & Technology Assets 3 years 

 Furniture, Fixtures, & Equipment 5 years 
       Textbooks    3 years       

 
The School’s policy for asset capitalization threshold is $5,000. Assets or certain asset groups not 
meeting the capitalization threshold are not capitalized and are not included in the assets represented 
in the accompanying Statement of Net Position. 

Attachment 26: Audited Financial Statements Page 1057



CANTON COLLEGE PREPARATORY SCHOOL - STARK COUNTY 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS  
FOR THE FISCAL YEAR ENDED JUNE 30, 2018  
 

18 

 

 

 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Intergovernmental Revenues - The School currently participates in the State Foundation Program. 
Revenues received from this program are recognized as operating revenues in the accounting period in 
which all eligibility requirements have been met. 

 
Grants and entitlements are recognized as non-operating revenues in the accounting period in which 
eligibility requirements have been met. 
 
Eligibility requirements include timing requirements, which specify the year when the resources are 
required to be used or the fiscal year when use is first permitted, matching requirements, in which the 
School must provide local resources to be used for a specified purpose, and expenditure requirements, 
in which the resources are provided to the School on a reimbursement basis. 
 
The School also participates in various federal programs passed through the Ohio Department of 
Education. 
 
Under the above programs the School recorded $1,693,118 this fiscal year from the Foundation Program 
and Casino taxes and $361,403 from Federal Grants. 

 
Operating and Non-Operating Revenues and Expenses - Operating revenues are those revenues that 
are generated directly from the primary activities of the School.  For the School, these revenues are 
primarily the State Foundation program.  Operating expenses are necessary costs incurred to provide 
the good or service that is the primary activity of the School.  All revenues and expenses not meeting 
this definition are reported as non-operating.   
 
Non-operating revenues are those revenues that are not generated directly from the primary activities 
of the School.  Various federal and state grants, interest earnings, and debt forgiveness, if any, and other 
miscellaneous revenues comprise the non-operating revenues of the School.  Interest and fiscal charges 
on outstanding obligations, as well as gain or loss on capital asset disposals, if any comprise the non-
operating expenses. 

 
Compensated Absences - Vacation is taken in a manner which corresponds with the school calendar; 
therefore, the School does not accrue vacation time as a liability. 
 
Sick/personal leave benefits are earned by full-time employees at the rate of ten days per year and 
cannot be carried into the subsequent years.  No accrual for sick time is made since unused time is not 
paid to employees upon employment termination. 
 
Accrued Liabilities - Obligations incurred but unpaid at June 30 are reported as accrued liabilities in the 
accompanying financial statements.  These liabilities consisted of Accounts Payable, Accrued Expenses, 
Withholdings Payable, Advances Payable and Current Portion of Long-Term Debt totaling $1,126,639 at 
June 30, 2018. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Exchange and Non-Exchange Transactions - Revenue resulting from exchange transactions, in which 
each party gives and receives essentially equal value, is recorded on the accrual basis when the 
exchange takes place. Non-exchange transactions, in which the School receives value without directly 
giving equal value in return, include grants, entitlements and donations.  Revenue from grants, 
entitlements and donations is recognized in the fiscal year in which all eligibility requirements have been 
satisfied.  Eligibility requirements include timing requirements, which specify the year when the 
resources are required to be used or the fiscal year when use is first permitted, matching requirements, 
in which the School must provide local resources to be used for a specified purpose, and expenditures 
requirements, in which the resources are provided to the School on a reimbursement basis. 
     
Net Position - Net Position represents the difference between assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources. Net Position is reported as restricted when there are 
limitations imposed on their use through external restriction imposed by creditors, grantors, or laws and 
regulations of other governments.  The School applies restricted resources when an expense is incurred 
for purposes for which both restricted and unrestricted Net Position are available. Net Position invested 
in capital assets consist of capital assets, net of accumulated depreciation, reduced by the outstanding 
balances of any borrowings used for the acquisition, construction, or improvement of those assets. 

 
Deferred Inflows and Deferred Outflows of Resources - In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of resources represent a consumption of net position that applies to a future period and will not be 
recognized as an outflow of resources (expense/expenditure) until then.  For the School, deferred 
outflows of resources are reported on the government-wide statement of net position for pension and 
OPEB.  The deferred outflows of resources related to pension and OPEB plans are explained in Note 9 
and 10.  
  
In addition to liabilities, the statements of financial position report a separate section for deferred 
inflows of resources. Deferred inflows of resources represent an acquisition of net position that applies 
to a future period and will not be recognized until that time. For the School, deferred inflows of 
resources include pension and OPEB. These amounts are deferred and recognized as an inflow of 
resources in the period the amounts become available.  Deferred inflows of resources related to pension 
and OPEB plans are reported on the government-wide statement of net position. (See Note 9 and 10)  
 
Pensions/Other Postemployment Benefits (OPEB) - For purposes of measuring the net pension/OPEB 
liability, deferred outflows of resources and deferred inflows of resources related to pensions/OPEB, 
and pension/OPEB expense, information about the fiduciary net position of the pension/OPEB plans and 
additions to/deductions from their fiduciary net positon have been determined on the same basis as 
they are reported by the pension/OPEB plan.  For this purpose, benefit payments (including refunds of 
employee contributions) are recognized when due and payable in accordance with the benefit terms.  
The pension/OPEB plans report investments at fair value. 
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NOTE 3 - CASH AND CASH EQUIVALENTS 
 

The following information classifies deposits by category of risk as defined in GASB Statement No.3 
“Deposits with Financial Institutions, Investments (including Repurchase Agreements) and Reverse 
Repurchase Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk 
Disclosures”. 

 
The School maintains its cash balances at one financial institution, PNC Bank, located in Ohio. The 
balances are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying 
account. At June 30, 2018, the book amount of the School’s deposits was $35,161 and the bank balance 
was $47,747. 
 

NOTE 4 - RECEIVABLES 
 

The School had Accounts receivables totaling $33,944 at June 30, 2018. These receivables represented 
reimbursements due to the School, but not received as of June 30, 2018.  The School also had 
Intergovernmental receivables of $21,637 at June 30, 2018. These receivables represented monies due 
to the School from government sources, but not received as of June 30, 2018.   Amounts are expected to 
be collected within one year. 

 

NOTE 5 - CAPITAL ASSETS  
 
For the period ending June 30, 2018, the School’s capital assets consisted of the following: 

 
 
 
 

Balance Balance

06/30/17 Additions Deletions 06/30/18

Capital Assets:

Furniture & Equipment 81,964$        14,600$        -$               96,564$        

Computers & Software 244,592        -                  -                244,592        

Textbooks 46,367         -                  -                46,367          

Total Capital Assets 372,923 14,600          -                387,523

Less Accumulated Depreciation:

Furniture & Equipment (63,869) (16,393)         -                (80,262)

Computers & Software (235,254) (9,338)          -                (244,592)

Textbooks (46,366)        -                  -                (46,366)

Total Accumulated Depreciation (345,489) (25,731)         -                (371,220)

Total Capital Assets, Net 27,434$        (11,131)$       -$               16,303$        
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NOTE 6 - ADVANCES PAYABLE 
 
During the fiscal year ending 2018, the School received working capital advances from Charter School 
Capital through a receivables purchase agreement. As the School receives its monthly State funding, 
these advances are repaid, however, the School may elect to receive future advances from Charter 
School Capital by entering into additional agreements.  The total cost of funding for the year was 
$60,597. 
 
The total amount of advances outstanding at June 30, 2018 was $440,300.  The activity for the year is 
reflected as follows: 

NOTE 7 - LONG-TERM OBLIGATIONS 
 
In addition to changes in the Post Employment Benefit Liability, the School had notes payable totaling 
$199,393 outstanding at June 30, 2018. These amounts were previously recorded as advances and were 
converted into notes at the end of the fiscal year.  The note is from Cleveland College Preparatory 
School in the amount of $252,500. The note began on June 30, 2016 and matures on June 30, 2026. The 
annual interest rate is 3.5%. 
 
The changes in the School’s long-term obligations during fiscal year 2018 were as follows: 

 
 
 
 
 
 

Restated 

Balance 

6/30/2017 Additions Reductions

Balance 

6/30/2018

Due Within 

One Year

Post Employment Benefit Liability:

Net Pension Liability 2,662,853$     (925,957)$      1,736,896$       -$               

Net OPEB Liability 567,176         -               (217,221)       349,955           -                 

Total Post Employment Liability: 3,230,029      -                (1,143,178)     2,086,851         -                 

 

Cleveland College Prep - Notes Payable 248,511         -               (39,759)         208,752           24,969            

Total Long-Term Obligations 3,478,540$     -$              (1,182,937)$   2,295,603$       24,969$          

Balance 

6/30/2017 Additions Reductions

Balance 

6/30/2018

Charter School Capital 558,000$        1,343,986$    (1,461,686)$   440,300$        

558,000$        1,343,986$    (1,461,686)$   440,300$        
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NOTE 8- RISK MANAGEMENT 
 
Property & Liability - The School is exposed to various risks of loss related to torts; theft of, damage to, 
and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  During the 
fiscal year ending June 30, 2018, the School contracted with Cincinnati Insurance Company for general 
liability insurance with a $1,000,000 each occurrence/ $2,000,000 annual aggregate, as well as, a 
$1,000,000 of automobile liability coverage and an umbrella policy with a $10,000,000 aggregate limit.  
The School also had a $1,000,000 School Leaders policy in place through National Union Fire Insurance. 

 
Workers’ Compensation - The School pays the State Worker’s Compensation System a premium for 
employee injury coverage.  The premium is calculated by multiplying the monthly total gross payroll by a 
factor that is calculated by the State.  

 
Employee Medical and Dental Benefits - The School provides medical, vision, and dental insurance 
benefits through Anthem to all full-time employees. During the School year, the School paid 90% of the 
monthly premiums for all employees. 
 

NOTE 9 - DEFINED BENEFIT PENSIONS PLANS 
  

Net Pension Liability - The net pension liability reported on the Statement of Net Position represents a 
liability to employees for pensions. Pensions are a component of exchange transactions-–between an 
employer and its employees—of salaries and benefits for employee services.  Pensions are provided to 
an employee—on a deferred-payment basis—as part of the total compensation package offered by an 
employer for employee services each financial period.  The obligation to sacrifice resources for pensions 
is a present obligation because it was created as a result of employment exchanges that already have 
occurred. 
 
The net pension liability represents the School’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   
 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which pensions are financed; however, the School 
does receive the benefit of employees’ services in exchange for compensation including pension.  
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded 
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liabilities within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must 
propose corrective action to the State legislature.  Any resulting legislative change to benefits or funding 
could  

 
NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
significantly affect the net pension liability.   Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension 
liability on the accrual basis of accounting.  Any liability for the contractually-required pension 
contribution outstanding at the end of the year is included in intergovernmental payable on both the 
accrual and modified accrual bases of accounting.   
 
Plan Description - School Employees Retirement System (SERS) 
 
Plan Description – School non-teaching employees participate in SERS, a cost-sharing, multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability, and 
survivor benefits, annual cost-of-living adjustments, and death benefits to plan members and 
beneficiaries.   
 
Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  SERS issues 
a publicly available, stand-alone financial report that includes financial statements, required 
supplementary information, and detailed information about SERS’ fiduciary net position.  That report 
can be obtained by visiting the SERS website at www.ohsers.org under Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 
 

Eligible to Eligible to

Retire on or before Retire on or after

August 1, 2017 * August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 65 with 5 years of service credit Age 57 with 30 years of service credit

Actuarially Reduced Benefits Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or

Age 55 with 25 years of service credit Age 60 with 25 years of service credit

* Members with 25 years of service credit as of August 1, 2017, will be included in this plan.  
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on years of service; 2.2 percent for the first thirty years of service and 2.5 percent for years 
of service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
One year after an effective benefit date, a benefit recipient is entitled to a 2.5 percent cost-of-living 
adjustment (COLA).  This same COLA is added each year to the base benefit amount on the anniversary 
date of the benefit. 
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the School is required to contribute 14 percent of annual covered payroll. The contribution 
requirements of plan members and employers are established and may be amended by the SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent 
for employers.  The Retirement Board, acting with the advice of the actuary, allocates the employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare 
B Fund, and Health Care Fund).  For the fiscal year ended June 30, 2018, the allocation to pension, death 
benefits, and Medicare B was 13.5 percent. The remaining 0.5 percent of the employer contribution rate 
was allocated to the Health Care Fund. 
 
The School’s contractually required contribution to SERS was $12,074 for fiscal year 2018.  
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing, multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information, and detailed information about STRS’ fiduciary net position.  That report can be obtained 
by writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting 
the STRS Web site at www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan, and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 
3307.  The DB plan offers an annual retirement allowance based on final average salary multiplied by a 
percentage that varies based on years of service.  Effective August 1, 2015, the calculation will be 2.2 
percent of final average salary for the five highest years of earnings multiplied by all years of service. 
Effective July 1, 2017 the cost-of-living adjustment was reduced to zero.  Members are eligible to retire 
at age 60 with five years of qualifying service credit, or age 55 with 26 years of service, or 31 years of 
service regardless of age.  Age and service requirements for retirement will increase effective August 1, 
2015, and will continue to increase periodically until they reach age 60 with 35 years of service or age 65 
with five years of service on August 1, 2026. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and 
termination of employment.  The member may elect to receive a lifetime monthly annuity or a lump 
sum withdrawal.   
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
The Combined Plan offers features of both the DB Plan and the DC Plan.  In the Combined Plan, 12.0 of 
the 14.0 percent member rates goes to the DC Plan and the remaining 2.0 percent goes to the DB plan. 
Member contributions to the DC plan are allocated among investment choices by the member, and 
contributions to the DB plan from the employer and the member are used to fund the defined benefit 
payment at a reduced level from the regular DB Plan.  The defined benefit portion of the Combined Plan 
payment is payable to a member on or after age 60 with five years of services.  The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity 
after termination of employment at age 50 or later.  
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or 
transfer to another STRS plan.  The optional annuitization of a member’s defined contribution account 
or the defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in 
STRS bearing the risk of investment gain or loss on the account.  STRS has therefore included all three 
plan options in the GASB 68 schedules of employer allocation and pension amounts by employer.  
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit that apply for disability benefits.  Members in the DC Plan who 
become disabled are entitled only to their account balance.  If a member of the DC Plan dies before 
retirement benefits begin, the member’s designated beneficiary is entitled to receive the member’s 
account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2018, plan members were required to contribute 14 percent of their annual covered salary. The 
School was required to contribute 14 percent; the entire 14 percent was the portion used to fund 
pension obligations. The fiscal year 2018 contribution rates were equal to the statutory maximum rates.  
 
The School’s contractually required contributions to STRS was $94,906 for fiscal year 2018.  
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions  
 
The net pension liability was measured as of June 30, 2017, and the total pension liability used to 
calculate the net pension liability was determined by an actuarial valuation as of that date. The School's 
proportion of the net pension liability was based on the School's share of contributions to the pension 
plan relative to the contributions of all participating entities.   
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Following is information related to the proportionate share and pension expense: 
 

SERS STRS Total

Proportion of the Net Pension Liability

  Prior Measurement Date 0.00238510% 0.00743371%

Proportion of the Net Pension Liability

  Current Measurement Date 0.00258940% 0.00666037%

Change in Proportionate Share 0.00020430% -0.00077334%

Proportionate Share of the Net Pension

  Liability $154,711 $1,582,186 1,736,897$         

Pension Expense $25,181 ($229,340) ($204,159)  
 
At June 30, 2018, the School reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 6,657$                 61,096$               67,753$               

Changes of assumptions 8,001 346,042 354,043

Net difference between projected and

  actual earnings on pension plan investments -                       -                       -                       

Changes in proportion and differences

Difference between School District contributions

  and proportionate share of contributions 54,446 667,198 721,644

School District contributions subsequent to the 

  measurement date 12,074 94,906 106,980

Total Deferred Outflows of Resources 81,178$               1,169,242$          1,250,420$          

Deferred Inflows of Resources

Differences between expected and

  actual experience -$                     12,752$               12,752$               

Changes of assumptions -                       -                       -                       

Net difference between projected and

  actual earnings on pension plan investments 735 52,213 52,948

Changes in proportion and differences

 between School District contributions

  and proportionate share of contributions 28,243 181,526 209,769

Total Deferred Inflows of Resources 28,978$               246,491$             275,469$             
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
$106,980 reported as deferred outflows of resources related to pension resulting from School 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the year ending June 30, 2019.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to pension will be recognized in pension expense as follows:  
 

SERS STRS Total

Fiscal Year Ending June 30:

2019 $35,993 $453,588 $489,581

2020 3,100              296,414         299,514

2021 4,638              95,583           100,221

2022 (3,605)            (17,740)          (21,345)

2023 0 0 0

Thereafter 0 0 0

Total $40,126 $827,845 $867,971

 
 
Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 
67 as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial 
valuations of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited 
service) and assumptions about the probability of occurrence of events far into the future (e.g., 
mortality, disabilities, retirements, employment termination).  Actuarially determined amounts are 
subject to continual review and potential modifications, as actual results are compared with past 
expectations and new estimates are made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point.  The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant.  In many cases actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination.

Attachment 26: Audited Financial Statements Page 1067



CANTON COLLEGE PREPARATORY SCHOOL - STARK COUNTY 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS  
FOR THE FISCAL YEAR ENDED JUNE 30, 2018  
 

28 
 

NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2017, are presented below: 
 

Wage Inflation 3.00 percent

Future Salary Increases, including inflation 3.50 percent to 18.20 percent

COLA  or Ad Hoc COLA 2.5 percent

Investment Rate of Return 7.50 percent net of investments expense, including inflation

Actuarial Cost Method Entry Age Normal

 
Prior to 2017, as assumption of 3 percent was used for COA or Ad Hoc COLA 

 
The mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational 
projection and Scale BB, 120% of male rates and 110% of female rates is used to evaluate allowances to 
be paid. The RP-2000 Disabled Mortality Table with 90% for male rates and 100% for female rates set 
back five years is used for the period after disability retirement.  
 
The most recent experience study was completed June 30, 2015.   
 
The long-term return expectation for the Pension Plan Investments has been determined using a 
building-block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating a weighted averaged of the 
expected real return premiums for each asset class, adding the projected inflation rate, and adding the 
expected return from rebalancing uncorrelated asset classes. The target allocation and best estimates of 
arithmetic real rates of return for each major assets class are summarized in the following table: 
 

Target

Asset Class Allocation

Cash 1.00 % 0.50 %

US Stocks 22.50 4.75

International Stocks 22.50 7.00

Fixed Income 19.00 1.50

Private Equity 10.00 8.00

Real Assets 15.00 5.00

Multi-Asset Stratagies 10.00 3.00

Total 100.00 %

Long-Term Expected

Real Rate of Return 
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute.  Projected inflows from investment earning were calculated using the long-term assumed 
investment rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of 
projected benefits to determine the total pension liability.   
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential 
impact the following table presents the net pension liability calculated using the discount rate of 7.50 
percent, as well as what each plan’s net pension liability would be if it were calculated using a discount 
rate that is one percentage point lower (6.50 percent), or one percentage point higher (8.50 percent) 
than the current  rate. 

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

School District's proportionate share

  of the net pension liability $214,699 $154,711 $104,459

 
Actuarial Assumptions – STRS  

Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the July 1, 2017, actuarial valuation, compared with July 1, 2016 are presented below:      
 

July 1, 2017

Inflation 2.50 percent

Projected salary increases 2.50 percent at age 65 to 12.50 percent at age 20

Investment Rate of Return 7.45 percent, net of investment expenses, including inflation

Payroll Increases 3 percent

Cost-of-Living Adjustments 0.0 percent, effective July 1, 2017

  (COLA)

July 1, 2016

Inflation 2.75 percent

Projected salary increases 2.75 percent at age 70 to 12.25 percent at age 20

Investment Rate of Return 7.75 percent, net of investment expenses, including inflation

Payroll Increases 3.5 percent

Cost-of-Living Adjustments 2 percent simple applied as follows:  for members retiring before

  (COLA) August 1, 2013, 2 percent per year; for members retiring August 1, 2013,

 or later, 2 percent COLA paid on fifth anniversary of retirement date.

 
For July 1, 2017, actuarial valuations, post-retirement mortality rates for healthy retirees are based on 
the RP-2014 Annuitant Mortality Table with 50% of rates through age 69, 70% of rates between ages 70 
and 79, 90% of rates between ages 80 and 84, and 100% of rates thereafter, projected forward 
generationally using mortality improvement scale MP-2016.  Post-retirement disabled mortality rates 
are based on the  
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
RP-2014 Disabled Mortality Table with 90% of rates for males and 100% of rates for females, projected 
forward generationally using mortality improvement scale MP-2016.  Pre-retirement mortality rates are 
based on RP-2014 Employee Mortality Table, projected forward generationally using mortality 
improvement scale MP-2016. 
 
For the July 1, 2016 actuarial valuation, mortality rates were based on the RP-2000 Combined Mortality 
Table (Projection 2022—Scale AA) for Males and Females.  Males’ ages are set-back two years through 
age 89 and no set-back for age 90 and above.  Females younger than age 80 are set back four years, one 
year set back from age 80 through 89, and no set back from age 90 and above.    
 
Actuarial assumptions used in the July 1 2017, valuation are based on the results of an actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  Actuarial assumptions used in the 
June 30, 2016, valuation are based on the results of an actuarial experience study, effective July 1, 2012. 
 
STRS Ohio’s investment consultant develops an estimate range for the investment return assumption 
based on the target allocation adopted by the Retirement Board. The target allocation and long-term 
expected rate of return for each major asset class are summarized as follows: 

Target

Asset Class Allocation

Domestic Equity 28.00 % 7.35 %

International Equity 23.00 7.55

Alternatives 17.00 7.09

Fixed Income 21.00 3.00

Real Estate 10.00 6.00

Liquidity Reserves 1.00 2.25

Total 100.00 % 7.61 %

Long-Term Expected

Real Rate of Return *

 
* 10-Year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25% and 
does not include investment expenses. Over a 30-year period, STRS Ohio’s investment consultant indicates that the 
above target allocations should generate a return above the actuarial rate of return, without net value added by 
management.  

 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2017. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate 
increases described above. For this purpose, only employer contributions that are intended to fund 
benefits of current plan members and their beneficiaries are included.  Projected employer 
contributions that are intended to fund the service costs of future plan members and their beneficiaries, 
as well as projected contributions from future plan members, are not included.   
 

Based on those assumptions, STRS’ fiduciary net position was projected to be available to make all 
projected future benefit payments to current plan members as of June 30, 2017.  Therefore, the long-
term expected rate of return on pension plan investments of 7.45 percent was applied to all periods of 
projected benefit payment to determine the total pension liability as of June 30, 2017. 
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the School’s proportionate share of the net pension liability calculated 
using the current period discount rate assumption of 7.45 percent, as well as what the School’s 
proportionate share of the net pension liability would be if it were calculated using a discount rate that 
is one-percentage-point lower (6.45 percent) or one-percentage-point higher (8.45 percent) than the 
current rate:  

 

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

School District's proportionate share

  of the net pension liability $2,268,009 $1,582,186 $1,004,482

 
Benefit Term Changes Since the Prior Measurement Date 
Effective July 1, 2017, the COLA was reduced to zero.  
 

NOTE 10 - POSTEMPLOYMENT BENEFITS 
 
Net OPEB Liability 

 
The net OPEB liability reported on the statement of net position represents a liability to employees for 
OPEB. OPEB is a component of exchange transactions-–between an employer and its employees—of 
salaries and benefits for employee services.  OPEB are provided to an employee—on a deferred-
payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for OPEB is a present obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net OPEB liability represents the School’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB liability calculation is dependent on critical long-term 
variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting these estimates annually.   

 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which OPEB are financed; however, the School 
does receive the benefit of employees’ services in exchange for compensation including OPEB.  
 
GASB 75 assumes the liability is solely the obligation of the employer, because they benefit from 
employee services.  OPEB contributions come from these employers and health care plan enrollees 
which pay a portion of the health care costs in the form of a monthly premium.  The Ohio revised Code 
permits, but does not require the retirement systems to provide healthcare to eligible benefit recipients. 
Any change to benefits or funding could significantly affect the net OPEB liability. Resulting adjustments 
to the net 
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NOTE 10 - POSTEMPLOYMENT BENEFITS (continued) 
 
OPEB liability would be effective when the changes are legally enforceable. The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB liability 
on the accrual basis of accounting.  Any liability for the contractually-required OPEB contribution 
outstanding at the end of the year is included in intergovernmental payable on both the accrual and 
modified accrual bases of accounting.   
 

Plan Description - School Employees Retirement System (SERS) 
 
Health Care Plan Description - The School contributes to the SERS Health Care Fund, administered by 
SERS for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered 
a cost-sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the death of a member or retiree, are eligible for SERS’ health care coverage. Most retirees and 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self-insured preferred 
provider organization for its non-Medicare retiree population. For both groups, SERS offers a self-
insured prescription drug program. Health care is a benefit that is permitted, not mandated, by statute.  
The financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which 
can be obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with 
Internal Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or 
discontinue any health plan or program. Active employee members do not contribute to the Health Care 
Plan.  The SERS Retirement Board established the rules for the premiums paid by the retirees for health 
care coverage for themselves and their dependents or for their surviving beneficiaries.  Premiums vary 
depending on the plan selected, qualified years of service, Medicare eligibility, and retirement status.   

 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required pensions and benefits, the 
Retirement Board may allocate the remainder of the employer contribution of 14 percent of covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2018, .5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro-rated if 
less than a full year of service credit was earned. For fiscal year 2018, this amount was $23,700. Statutes 
provide that no employer shall pay a health care surcharge greater than 2 percent of that employer’s 
SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the total statewide 
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NOTE 10 - POSTEMPLOYMENT BENEFITS (continued) 
 

SERS-covered payroll for the health care surcharge.  For fiscal year 2018, the School’s surcharge 
obligation was $384.  
 

The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The School’s contractually required contribution to SERS was 
$831 for fiscal year 2018.     
 

Plan Description - State Teachers Retirement System (STRS) 
 

Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing 
Health Plan administered for eligible retirees who participated in the defined benefit or combined 
pension plans offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include 
hospitalization, physicians’ fees, prescription drugs and partial reimbursement of monthly Medicare Part 
B premiums.  Medicare Part B premium reimbursements will be discontinued effective January 1, 2020.  
The Plan is included in the report of STRS which can be obtained by visiting www.strsoh.org or by calling 
(888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be 
absorbed by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all 
health care plan enrollees, for the most recent year, pay a portion of the health care costs in the form of 
a monthly premium.  Under Ohio law, funding for post-employment health care may be deducted from 
employer contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 
2018, STRS did not allocate any employer contributions to post-employment health care.   
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB  
 
The net OPEB liability was measured as of June 30, 2017, and the total OPEB liability used to calculate 
the net OPEB liability was determined by an actuarial valuation as of that date. The School’s proportion 
of the net OPEB liability was based on the School’s share of contributions to the respective retirement 
systems relative to the contributions of all participating entities.  Following is information related to the 
proportionate share and OPEB expense: 

SERS STRS Total

Proportion of the Net OPEB Liability

  Prior Measurement Date 0.00602736% 0.00743371%

Proportion of the Net OPEB Liability

  Current Measurement Date 0.00335699% 0.00666037%

Change in Proportionate Share -0.00267037% -0.00077334%

Proportionate Share of the Net 

  OPEB Liability $90,093 $259,862 $349,955

OPEB Expense ($14,867) ($85,205) ($100,072)
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NOTE 10 - POSTEMPLOYMENT BENEFITS (continued) 
 
At June 30, 2018, the School reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience $0 $15,001 $15,001

Changes of assumptions 0 0 0

Net difference between projected and

  actual earnings on pension plan investments 0 0 0

Changes in proportionate Share and 

  difference between School District contributions

  and proportionate share of contributions 0 0 0

School District contributions subsequent to the 

  measurement date 831 0 831

Total Deferred Outflows of Resources $831 $15,001 $15,832

Deferred Inflows of Resources

Differences between expected and

  actual experience $0 $0 $0

Changes of assumptions 8,549 20,933 29,482

Net difference between projected and

  actual earnings on OPEB plan investments 238 11,107 11,345

Changes in Proportionate Share and

  Difference between School District contributions

  and proportionate share of contributions 55,872 35,451 91,323

Total Deferred Inflows of Resources $64,659 $67,491 $132,150
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NOTE 10 - POSTEMPLOYMENT BENEFITS (continued) 
 
$831 reported as deferred outflows of resources related to OPEB resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending June 30, 2019.  Other amounts reported as deferred outflows of resources and deferred 
inflows of resources related to OPEB will be recognized in OPEB expense as follows:  
 

SERS STRS Total

Fiscal Year Ending June 30:

2019 ($23,400) ($9,674) ($33,074)

2020 (23,400) (9,674) (33,074)

2021 (17,798) (9,674) (27,472)

2022 (61) (9,673) (9,734)

2023 0 (6,897) (6,897)

Thereafter 0 (6,898) (6,898)

Total ($64,659) ($52,490) ($117,149)

 
 
Actuarial Assumptions – SERS 
 
The total OPEB liability is determined by SERS’ actuaries in accordance with GASB Statement No. 74, as 
part of their annual actuarial valuation for each retirement plan. Actuarial valuations of an ongoing plan 
involve estimates of the value of reported amounts (e.g., salaries, credited service) and assumptions 
about the probability of occurrence of events far into the future (e.g., mortality, disabilities, retirements, 
employment terminations). Actuarially determined amounts are subject to continual review and 
potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point. The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination.
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NOTE 10 - POSTEMPLOYMENT BENEFITS (continued) 
 
Key methods and assumptions used in calculating the total OPEB liability in the latest actuarial valuation 
date of June 30, 2017, are presented below: 
 

Wage Inflation 3.00 percent

Future Salary Increases, including inflation 3.50 percent to 18.20 percent

Investment Rate of Return 7.50 percent net of investments

expense, including inflation

Municipal Bond Index Rate:

    Measurement Date 3.56 percent

    Prior Measurement Date 2.92 percent

Single Equivalent Interest Rate, net of plan investment expense,

 including price inflation

    Measurement Date 3.63 percent

    Prior Measurement Date 2.98 percent

Medical Trend Assumption

    Medicare 5.50 to 5.00 percent

    Pre-Medicare 7.50 to 5.00 percent  
 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The most recent experience study was completed for the five year period ended June 30, 2015.   
 
The long-term expected rate of return on plan assets is reviewed as part of the actuarial five-year 
experience study. The most recent study covers fiscal years 2010 through 2015, and was adopted by the 
Board on April 21, 2016. Several factors are considered in evaluating the long-term rate of return 
assumption including long-term historical data, estimates inherent in current market data, and a log-
normal distribution analysis in which best-estimate ranges of expected future real rates of return were 
developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long-term expected rate of return, 7.50 percent, by weighting the expected future real 
rates of return by the target asset allocation percentage and then adding expected inflation. The capital 
market assumptions developed by the investment consultant are intended for use over a 10-year 
horizon and may not be useful in setting the long-term rate of return for funding pension plans which 
covers a longer timeframe. The assumption is intended to be a long-term assumption and is not 
expected to change absent a significant change in the asset allocation, a change in the inflation 
assumption, or a fundamental change in the market that alters expected returns in future years. 
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NOTE 10 - POSTEMPLOYMENT BENEFITS (continued) 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset 
class, as used in the June 30, 2015 five-year experience study, are summarized as follows: 
 

Target

Asset Class Allocation

Cash 1.00 % 0.50 %

US Stocks 22.50 4.75

Non-US Stocks 22.50 7.00

Fixed Income 19.00 1.50

Private Equity 10.00 8.00

Real Assets 15.00 5.00

Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Long-Term Expected

Real Rate of Return

 
 

Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2017 was 3.63 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2017 was 2.98 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be 
made from members and the System at the state statute contribution rate of 2.00 percent of projected 
covered employee payroll each year, which includes a 1.50 percent payroll surcharge and 0.50 percent 
of contributions from the basic benefits plan. Based on these assumptions, the OPEB plan’s fiduciary net 
position was projected to become insufficient to make future benefit payments during the fiscal year 
ending June 30, 2025. Therefore, the long-term expected rate of return on OPEB plan assets was used to 
present value the projected benefit payments through the fiscal year ending June 30, 2024 and the 
Fidelity General Obligation 20-year Municipal Bond Index rate of 3.56 percent, as of June 30, 2017 (i.e. 
municipal bond rate), was used to present value the projected benefit payments for the remaining years 
in the projection. The total present value of projected benefit payments from all years was then used to 
determine the single rate of return that was used as the discount rate. The projection of future benefit 
payments for all current plan members was until the benefit payments ran out. 
 
Sensitivity of the School’s Proportionate Share of the Net OPEB Liability to Changes in the Discount 
Rate and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in 
the discount rate and the health care cost trend rate. The following table presents the net OPEB liability 
of SERS, what SERS' net OPEB liability would be if it were calculated using a discount rate that is 1 
percentage point lower (2.63%) and higher (4.63%) than the current discount rate (3.63%). Also shown is 
what SERS' net OPEB liability would be based on health care cost trend rates that are 1 percentage point 
lower (6.5% decreasing to 4.0%) and higher (8.5% decreasing to 6.0%) than the current rate.
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NOTE 10 - POSTEMPLOYMENT BENEFITS (continued) 
 

 

Current

1% Decrease Trend Rate 1% Increase

(6.5 % decreasing (7.5 % decreasing (8.5 % decreasing

to 4.0 %) to 5.0 %) to 6.0 %)

School District's proportionate share

  of the net OPEB liability $73,104 $90,093 $112,578  
 
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2017, actuarial valuation are presented below:   

 

Inflation 2.50 percent

Projected salary increases 12.50 percent at age 20 to 

 2.50 percent at age 65

Investment Rate of Return 7.45 percent, net of investment

 expenses, including inflation

Payroll Increases 3 percent

Cost-of-Living Adjustments 0.0 percent, effective July 1, 2017

  (COLA)

Blended Discount Rate of Return 4.13 percent

Health Care Cost Trends 6 to 11 percent initial, 4.5 percent ultimate  
 
Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates 
between ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using 
mortality improvement scale MP-2016. For disabled retirees, mortality rates are based on the RP-2014 
Disabled Mortality Table with 90 percent of rates for males and 100 percent of rates for females, 
projected forward generationally using mortality improvement scale MP-2016. 
 
Actuarial assumptions used in the June 30, 2017, valuation are based on the results of an actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 
 

Current

1% Decrease Discount Rate 1% Increase

(2.63%) (3.63%) (4.63%)

School District's proportionate share

  of the net OPEB liability $108,799 $90,093 $75,273
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NOTE 10 - POSTEMPLOYMENT BENEFITS (continued) 
 
Since the prior measurement date, the discount rate was increased from 3.26 percent to 4.13 percent 
based on the methodology defined under GASB Statement No. 74, Financial Reporting for 
Postemployment Benefit Plans Other Than Pension Plans (OPEB) and the long term expected rate of 
return was reduced from 7.75 percent to 7.45 percent. Valuation year per capita health care costs were 
updated, and the salary scale was modified. The percentage of future retirees electing each option was 
updated based on current data and the percentage of future disabled retirees and terminated vested 
participants electing health coverage were decreased. The assumed mortality, disability, retirement, 
withdrawal and future health care cost trend rates were modified along with the portion of rebated 
prescription drug costs. 
 
Also since the prior measurement date, the subsidy multiplier for non-Medicare benefit recipients was 
reduced from 2.1 percent to 1.9 percent per year of service. Medicare Part B premium reimbursements 
were discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 2019.  Subsequent to the current measurement 
date, the date for discontinuing remaining Medicare Part B premium reimbursements was extended to 
January 2020. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long-term expected 
rate of return for each major asset class are summarized as follows:  
 

Target

Asset Class Allocation

Domestic Equity 28.00 % 7.35 %

International Equity 23.00 7.55

Alternatives 17.00 7.09

Fixed Income 21.00 3.00

Real Estate 10.00 6.00

Liquidity Reserves 1.00 2.25

Total 100.00 %

* 10 year annualized geometric nominal returns, which  include the 

real rate of return and inflation of 2.25 percent and does not include 

investment expenses.  Over a 30-year period, STRS' investment

consultant indicates that the above target allocations should

generate a return above the actual rate of return, without net

value added by management.

Long-Term Expected

Rate of Return *
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NOTE 10 - POSTEMPLOYMENT BENEFITS (continued) 
 
Discount Rate The discount rate used to measure the total OPEB liability was 4.13 percent as of June 30, 
2017. The projection of cash flows used to determine the discount rate assumes STRS Ohio continues to 
allocate no employer contributions to the health care fund. Based on these assumptions, the OPEB 
plan’s fiduciary net position was not projected to be sufficient to make all projected future benefit 
payments of current plan members. The OPEB plan’s fiduciary net position was projected to become 
insufficient to make future benefit payments during the fiscal year ending June 30, 2037.  Therefore, the 
long-term expected rate of return on OPEB plan assets was used to determine the present value of the 
projected benefit payments through the fiscal year ending June 30, 2036 and the Bond Buyer 20-year 
municipal bond rate of 3.58 percent as of June 30, 2017 (i.e. municipal bond rate), was used to 
determine the present value of the projected benefit payments for the remaining years in the 
projection.  The total present value of projected benefit payments from all years was then used to 
determine the single rate of return that was used as the discount rate. The blended discount rate of 4.13 
percent, which represents the long-term expected rate of return of 7.45 percent for the funded benefit 
payments and the Bond Buyer 20-year municipal bond rate of 3.58 percent for the unfunded benefit 
payments, was used to measure the total OPEB liability as of June 30, 2017.  A blended discount rate of 
3.26 percent which represents the long term expected rate of return of 7.75 percent for the funded 
benefit payments and the Bond Buyer 20-year municipal bond rate of 2.85 percent for the unfunded 
benefit payments was used to measure the total OPEB liability at June 30, 2016. 
 
Sensitivity of the School’s Proportionate Share of the Net OPEB Liability to Changes in the Discount 
and Health Care Cost Trend Rate The following table represents the net OPEB liability as of June 30, 
2017, calculated using the current period discount rate assumption of 4.13 percent, as well as what the 
net OPEB liability would be if it were calculated using a discount rate that is one percentage point lower 
(3.13 percent) or one percentage point higher (5.13 percent) than the current assumption. Also shown is 
the net OPEB liability as if it were calculated using health care cost trend rates that are one percentage 
point lower or one percentage point higher than the current health care cost trend rates. 
 

Current

1% Decrease Discount Rate 1% Increase

(3.13%) (4.13%) (5.13%)

School District's proportionate share

  of the net OPEB liability $348,862 $259,862 $189,525

 
 
 

Current

1% Decrease Trend Rate 1% Increase

School District's proportionate share

  of the net OPEB liability $180,542 $259,862 $364,259
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NOTE 11 - CONTINGENCIES 
 

Grants - The School received financial assistance from federal and state agencies in the form of grants.  
Amounts received from grantor agencies are subject to audit and adjustment by the grantor.  Any 
disallowed costs may require refunding to the grantor.  Amounts which may be disallowed, if any, are 
not presently determinable.  However, in the opinion of the School, any such adjustments will not have 
a material adverse effect on the financial position of the School.  

 
Litigation - There are currently no matters in litigation with the School as defendant. 
 
Full-Time Equivalency - School foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by 
schools throughout the State, which can extend past the fiscal year end.  

 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal 
year end that may result in an additional adjustment to the enrollment information as well as claw backs 
of Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE performed such a review on the School for fiscal year 2018.  
 
As of the date of this report, the ODE has made one FTE adjustment in September 2018 related to fiscal 
year 2018. For the School, the amount was a positive adjustment and it has been accrued on the 
Statement of Net Position. However, as there may be additional adjustments made by the ODE, the full 
impact of future FTE adjustments on the fiscal year 2018 financial statements is not determinable, at 
this time. Management believes this may result in either an additional receivable to, or a liability of, the 
School. 
 
In addition, the School’s contract with their Sponsor and Management Company require payment based 
on revenues received from the State.  As discussed above, additional FTE adjustments for fiscal year 
2018 are not finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 2018 
financial statements, related to additional reconciliation necessary with these contracts, is not fully 
determinable.  Management believes this may result in either an additional receivable to, or liability of, 
the School.  

 
NOTE 12 - SPONSOR CONTRACT 

 
The School contracted with Ohio Council of Community Schools (OCCS) as its sponsor and oversight 
services as required by law.  Sponsorship fees are calculated as a three percent of state funds received 
by the School from the State of Ohio. For the fiscal year ended June 30, 2018, the total sponsorship fees 
paid totaled $43,623. 
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NOTE 13 - PURCHASED SERVICES 
 

For the period of July 1, 2017 through June 30, 2018, the School made the following purchased services 
commitments. 
 

Purchased Services Amount

Professional Services 524,732$         

Property Services 274,163           

   Utilities 66,221             

Travel & Meetings 265                  

Communications 37,830             

Contractual Trade 210,850           

Pupil Transportation 67,818             

Total 1,181,879$      

 
NOTE 14 - LEASE OBLIGATIONS 
  

On July 23, 2014 the School entered into a lease with Tri-State Central Canton Limited Partnership for 
space located at 101 Cleveland Avenue, Canton, Ohio 44702. The term of the lease is for a period of 151 
months from January 1, 2015 through July 31, 2027. Base rent expense for the fiscal year ended 2018 
was $195,498.  Future lease obligations are as follows: 
 

   
FY2019 $212,502  
FY2020 $229,500  
FY2021 $246,498  
FY2022 $262,500  
FY2023 $273,000  
FY2024 $276,000  
FY2025 $279,000  
FY2026 $282,000  
FY2027 $282,000  

Total $  2,343,000  
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NOTE 15 - MANAGEMENT COMPANY and MANAGEMENT COMPANY EXPENSES 
 

For fiscal year 2018 the School entered into an agreement with Accel Schools Ohio, LLC to provide 
management support services. The agreement is for a period beginning May 1, 2017 and ending on June 
30, 2027. Management fees are calculated as 18% of the total revenues received from the State of Ohio. 
The total amount due from the School for the fiscal year ending June 30, 2018, was $372,500 and is 
included under “Purchased Services” on the Statements of Revenues, Expenses, and Changes in Net 
Position.   

 
Also, per the management agreement there are expenses that will be billed to the School based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of employees working in at 
the School and other costs related to providing education and administrative services. The total amount 
billed during fiscal year 2018 was $717,597. 
 
For the periods ended June 30, 2018, Accel Schools Ohio, LLC, incurred the following expenses on behalf 
of the School: 
 

 
 

Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro-rated based on 
full time equivalent (FTE) head count as of June 30, 2018 by each school it manages.  

 
 
 

Regular Instruction

(1100 Function 

Codes)

Support Services

(2000 Function 

Codes)

Total

1100 2000

Professional & Technical Services (410 Object Codes) 410 395,205.40$           395,205.40$           

Communications (440 Object Codes) 440 27,211.82$             27,211.82$             

Other Supplies (510 Object Codes) 510 2,457.25$               31,990.90$             34,448.15$             

Other Direct Expense (800 Object Codes) 800 67.71$                    2,565.00$               2,632.71$               

Total Direct Expenses 2,524.96$               456,973.12$           459,498.08$           

Overhead 177,191.30$           177,191.30$           

Total Expenses 2,524.96$               634,164.42$           636,689.38$           

Direct Expenses: 

Indirect Expenses:  
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NOTE 16 – IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES AND RESTATEMENT OF NET 
POSITION 
 
For the fiscal year ended June 30, 2018, the School has implemented Governmental Accounting 
Standards Board (GASB) Statement No. 75, Accounting and Financial reporting for Postemployment 
Benefits other than Pensions, GASB Statement No. 81, Irrevocable Split-Interest Agreements, GASB 
Statement No. 85, Omnibus 2017 and GASB Statement No. 86, Certain Debt Extinguishments. 
 
GASB Statement No. 75 requires recognition of the entire net postemployment benefits other than 
pensions (other postemployment benefits or OPEB) liability and a more comprehensive measure of 
postemployment benefits expense for OPEB provided to the employees of state and local governmental 
employers through OPEB plans that are administered through trusts or equivalent arrangements. The 
implementation of GASB Statement No. 75 resulted in the inclusion of net OPEB liability and OPEB 
expense components on the accrual financial statements.  See below for the effect on net position as 
previously reported.  
 
GASB Statement No. 81 requires that a government that receives resources pursuant to an irrevocable 
split-interest agreement recognize assets, liabilities, and deferred inflows of resources at the inception 
of the agreement. Furthermore, it requires that a government recognize assets representing its 
beneficial interests in irrevocable split-interest agreements that are administered by a third party, if the 
government controls the present service capacity of the beneficial interests. This Statement also 
requires that a government recognize revenue when the resources become applicable to the reporting 
period.  The implementation of GASB Statement No. 81 did not have an effect on the financial 
statements of the School. 
 
GASB Statement No. 85 addresses a variety of topics including issues related to blending component 
units, goodwill, fair value measurement and application, and postemployment benefits. These changes 
were incorporated in the School’s fiscal year 2018 financial statements; however, there was no effect on 
beginning net position.  
 
GASB Statement No. 86 addresses the reporting and disclosure requirements of certain debt 
extinguishments including in-substance defeasance transactions and prepaid insurance associated with 
debt that is extinguished. The implementation of GASB Statement No. 86 did not have an effect on the 
financial statements of the School. 
 

Net Position June 30, 2017 (2,015,787)$   

Adjustments:

Net OPEB liability (569,358)         

Deferred Outflow - Payments Subsequent to Measurement Date 2,183               

Restated Net Position June 30, 2017 (2,582,962)$   

 
Other than employer contributions subsequent to the measurement date, the School made no 
restatement for deferred inflows/outflows of resources as the information needed to generate these 
restatements was not available. 
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NOTE 17 - FISCAL DISTRESS AND MANAGEMENT PLAN 
 
Several factors have caused the School to experience fiscal distress.   The School’s cash balance at June 
30, 2018 was $35,161.  Additionally, the School has significant liabilities at June 30, 2018 which has 
resulted in a deficit net position of ($2,397,957).   Overcoming this deficit may be difficult without 
significant increases in student enrollments and related revenues in order to pay off outstanding 
liabilities and cover ongoing operating costs.  
 
Management intends to eliminate these deficits by increasing enrollment, reevaluating staffing levels 
and applying for grant funds.    
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REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE SCHOOL’S PROPORTIONATE SHARE OF THE NET PENSION LIABILITY 

SCHOOL EMPLOYEES RETIREMENT SYSTEM OF OHIO 
LAST FOUR FISCAL YEARS (1) 

 

2018 2017 2016 2015

School's Proportion of the Net Pension Liability 0.00258940% 0.00238510% 0.00343770% 0.00198600%

School's Proportionate Share of the Net Pension Liability 154,711$      174,567$      196,158$      100,510$      

School's Covered-Employee Payroll 78,800$       74,071$       103,490$      41,219$       

School's Proportionate Share of the Net Pension Liability 196.33% 235.68% 189.54% 243.84%

as a Percentage of its Covered-Employee Payroll

Plan Fiduciary Net Position as a Percentage of the 69.50% 62.98% 69.16% 71.70%

Total Pension Liability

(1) Information prior to 2015 is not available.

Note: The amounts presented for each fiscal year were determined as of the measurement date.
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REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE SCHOOL’S PROPORTIONATE SHARE OF THE NET PENSION LIABILITY 

STATE TEACHERS RETIREMENT SYSTEM OF OHIO 
LAST FOUR FISCAL YEARS (1) 

 

2018 2017 2016 2015

School's Proportion of the Net Pension Liability 0.00666037% 0.00743371% 0.67307400% 0.00393815%

School's Proportionate Share of the Net Pension Liability 1,582,186$     2,488,287$     1,860,180$     957,894$      

School's Covered Payroll 732,229$        782,171$        601,921$        433,323$      

School's Proportionate Share of the Net Pension Liability 216.08% 318.13% 309.04% 221.06%

as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 75.30% 66.80% 72.10% 74.70%

Total Pension Liability

(1) Information prior to 2015 is not available. Schedule is intended to show ten years of information, and additional
Note: The amounts presented for each fiscal year were determined as of the measurement date.
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REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE SCHOOL’S CONTRIBUTIONS 

SCHOOL EMPLOYEES RETIREMENT SYSTEM OF OHIO 
LAST FIVE FISCAL YEARS (1) 

 

2018 2017 2016 2015 2014

Contractually Required Contribution 12,074$    11,032$    10,370$    13,640$     5,713$     

Contributions in Relation to the Contractually 

Required Contribution (11,032)$   (11,032)$   (10,370)$   (13,640)$    (5,713)$    

Contribution Deficiency (Excess) 1,042$      -$          -$          -$          -$        

School's Covered Payroll 89,437$    78,800$    74,071$    103,492$   41,219$   

Contributions as a Percentage of

Covered Payroll 13.50% 14.00% 14.00% 13.18% 13.86%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional

      years' will be displayed as it becomes available. 
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CANTON COLLEGE PREPARATORY SCHOOL - STARK COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE SCHOOL’S CONTRIBUTIONS 

SCHOOL TEACHERS RETIREMENT SYSTEM OF OHIO 
LAST FIVE FISCAL YEARS (1) 

 

2018 2017 2016 2015 2014

Contractually Required Contribution 94,906$     102,512$    109,504$    84,269$    56,332$    

Contributions in Relation to the Contractually 

Required Contribution (94,906)$    (102,512)$   (109,504)$   (84,269)$   (56,332)$   

Contribution Deficiency (Excess) -$           -$           -$           -$         -$         

School's Covered Payroll 677,900$    732,229$    782,171$    601,921$  433,323$  

Contributions as a Percentage of

Covered Payroll 14.00% 14.00% 14.00% 14.00% 13.00%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional

      years' will be displayed as it becomes available.  
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CANTON COLLEGE PREPARATORY SCHOOL - STARK COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE SCHOOL’S PROPORTIONATE SHARE OF THE NET PENSION LIABILITY 

SCHOOL EMPLOYEES RETIREMENT SYSTEM OF OHIO 
LAST TWO FISCAL YEARS (1) 

 

2018 2017

School's Proportion of the Net OPEB Liability 0.00335700% 0.00602740%

School's Proportionate Share of the Net OPEB Liability 90,093$       171,802$      

School's Covered Payroll 78,800$       74,071$       

School's Proportionate Share of the Net OPEB Liability 114.33% 231.94%

as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 12.46% 11.49%

Total OPEB Liability

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 

      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date

     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information
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CANTON COLLEGE PREPARATORY SCHOOL - STARK COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE SCHOOL’S PROPORTIONATE SHARE OF THE NET PENSION LIABILITY 

STATE TEACHERS RETIREMENT SYSTEM OF OHIO 
LAST TWO FISCAL YEARS (1) 

 

2018 2017

School's Proportion of the Net OPEB Liability 0.00666037% 0.00743371%

School's Proportionate Share of the Net OPEB Liability 259,862$      397,557$      

School's Covered Payroll 732,229$      782,171$      

School's Proportionate Share of the Net OPEB Liability 35.49% 50.83%

as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 47.10% 37.30%

Total OPEB Liability

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 

      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date

     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information
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CANTON COLLEGE PREPARATORY SCHOOL - STARK COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE SCHOOL’S CONTRIBUTIONS 

SCHOOL EMPLOYEES RETIREMENT SYSTEM OF OHIO 
LAST FIVE FISCAL YEARS (1) 

 

2018 2017 2016 2015 2014

Contractually Required Contribution 831$          2,183$       1,248$       849$        831$        

Contributions in Relation to the Contractually 

Required Contribution (831)$         (2,183)$      (1,248)$      (849)$       (831)$       

Contribution Deficiency (Excess) -$           -$           -$           -$         -$         

School's Covered-Employee Payroll 89,437$     78,800$     74,071$     103,490$  41,219$    

Contributions as a Percentage of

Covered Payroll 0.93% 2.77% 1.68% 0.82% 2.02%

(1) Includes Surcharge

(2) Information prior to 2014 is not available. Schedule is intended to show ten years of information, 

      and additional years' will be displayed as it becomes available. 
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CANTON COLLEGE PREPARATORY SCHOOL - STARK COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE SCHOOL’S CONTRIBUTIONS 

STATE TEACHERS RETIREMENT SYSTEM OF OHIO 
LAST FIVE FISCAL YEARS (1) 

 

2018 2017 2016 2015 2014

Contractually Required Contribution -$           -$           -$           -$         4,333$     

Contributions in Relation to the Contractually 

Required Contribution -$           -$           -$           -$         (4,333)$    

Contribution Deficiency (Excess) -$           -$           -$           -$         -$         

School's Covered-Employee Payroll 677,900$    732,229$    782,171$    601,921$  433,323$  

Contributions as a Percentage of

Covered Payroll 0.00% 0.00% 0.00% 0.00% 1.00%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, 

      and additional years' will be displayed as it becomes available. 

See accompanying notes to the required supplementary information

 

Attachment 26: Audited Financial Statements Page 1093



 

54 
 

CANTON COLLEGE PREPARATORY SCHOOL – STARK COUNTY, OHIO 
 

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION 
FOR THE FISCAL YEAR ENDED JUNE 30, 2018 

 
 
Net Pension Liability  
 
Changes of benefit terms - SERS:  
 

There were no changes in benefit terms from the amounts reported for fiscal years 2014-2018. 
 

The following changes were made to the benefit terms in 2018 as identified: The COLA was changed 
from a fixed 3.00% to a COLA that is indexed to CPI-W not greater than 2.5% with a floor of 0% 
beginning January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has 
enacted a three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in assumptions - SERS:  
 

There were no changes in methods and assumptions used in the calculation of actuarial determined 
contributions for fiscal years 2014-2016 and 2018. For fiscal year 2018, the following changes of 
assumptions affected the total pension liability since the prior measurement date: (a) the assumed rate 
of inflation was reduced from 3.25% to 3.00%, (b) payroll growth assumption was reduced from 4.00% 
to 3.50%, (c) assumed real wage growth was reduced from 0.75% to 0.50%, (d) Rates of withdrawal, 
retirement and disability were updated to reflect recent experience, (e) mortality among active 
members was updated to RP-2014 Blue Collar Mortality Table with fully generational projection and a 
five year age set-back for both males and females, (f) mortality among service retired members, and 
beneficiaries was updated to the following RP-2014 Blue Collar Mortality Table with fully generational 
projection with Scale BB, 120% of male rates, and 110% of female rates and (g) mortality among disable 
member was updated to RP-2000 Disabled Mortality Table, 90% for male rates and 100% for female 
rates, set back five years is used for the period after disability retirement (h) change in discount rate 
from 7.75% to 7.5%.   

 
Changes in benefit terms - STRS:  
 

There were no changes in benefit terms from the amounts reported for fiscal years 2014-2018. 
 
Changes in assumptions - STRS:  
 

There were no changes in methods and assumptions used in the calculation of actuarial determined 
contributions for fiscal years 2014-2018.  For fiscal year 2018, the following changes of assumptions 
affected the total pension liability since the prior measurement date: (a) inflation assumption lowered 
from 2.75% to 2.50%, (b) investment return assumption lowered from 7.75% to 7.45%, (c) total salary 
increases rates lowered by decreasing the merit component of the individual salary increases, as well as 
by 0.25% due to lower inflation, (d) payroll growth assumption lowered to 3.00%, (e) updated the 
healthy and disable mortality assumption to the “RP-2014” mortality tables with generational 
improvement scale MP-2016, (f) rates of retirement, termination and disability were modified to better 
reflect anticipated future experience. 
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CANTON COLLEGE PREPARATORY SCHOOL – STARK COUNTY, OHIO 
 

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION 
FOR THE FISCAL YEAR ENDED JUNE 30, 2018 

 
 
Net OPEB Liability  
 
Changes in Assumptions – SERS  
 
Amounts reported for fiscal year 2018 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability as presented below:  
 
Municipal Bond Index Rate: 
    Fiscal year 2018          3.56 percent 
    Fiscal year 2017         2.92 percent 
Single Equivalent Interest Rate, net of plan investment expense, 
 including price inflation 
    Fiscal year 2018          3.63 percent 
    Fiscal year 2017         2.98 percent 
 
Changes in Assumptions – STRS  
 
For fiscal year 2018, the discount rate was increased from 3.26 percent to 4.13 percent based on the 
methodology defined under GASB Statement No. 74, Financial Reporting for Postemployment Benefit 
Plans Other Than Pension Plans (OPEB) and the long term expected rate of return was reduced from 
7.75 percent to 7.45 percent. Valuation year per capita health care costs were updated, and the salary 
scale was modified. The percentage of future retirees electing each option was updated based on 
current data and the percentage of future disabled retirees and terminated vested participants electing 
health coverage were decreased. The assumed mortality, disability, retirement, withdrawal and future 
health care cost trend rates were modified along with the portion of rebated prescription drug costs.  
  
Also, for fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 
2.1 percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were 
discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 2019.
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JAMES G. ZUPKA, C.P.A., INC. 
Certified Public Accountants 

5240 East 98
th

 Street 

Garfield Hts., Ohio 44125 
_________________ 

 
Member American Institute of Certified Public Accountants           (216) 475 - 6136                            Ohio Society of Certified Public Accountants 

 

 

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 

AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN 

AUDIT OF FINANCIAL STATEMENTS PERFORMED IN 

ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
 

To the Members of the Board  The Honorable Dave Yost 

Auditor of State 

State of Ohio 

Canton College Preparatory School  

Canton, Ohio  

 

We have audited, in accordance with the auditing standards generally accepted in the United 

States of America and the standards applicable to financial audits contained in Government 

Auditing Standards issued by the Comptroller General of the United States, the financial 

statements of the Canton College Preparatory School, Stark County, Ohio, (the School) as of and 

for the year ended June 30, 2018, and the related notes to the financial statements, which 

collectively comprise the School’s basic financial statements, and have issued our report thereon 

dated December 28, 2018, wherein we noted the School adopted new accounting guidance in 

Governmental Accounting Standards Board (GASB) Statement No. 75, Accounting and 

Financial Reporting for Postemployment Benefits Other Than Pensions, and the School is 

experiencing financial difficulties and has reported a deficit net position.   

 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School’s 

internal control over financial reporting (internal control) to determine the audit procedures that 

are appropriate in the circumstances for the purpose of expressing our opinion on the financial 

statements, but not for the purpose of expressing an opinion on the effectiveness of the School’s 

internal control. Accordingly, we do not  express an opinion on the effectiveness of the School’s 

internal control.   

 

A deficiency in internal control exists when the design or operation of a control does not allow 

management or employees, in the normal course of performing their assigned functions, to 

prevent, or detect and correct, misstatements on a timely basis. A material weakness is a 

deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable 

possibility that a material misstatement of the School’s financial statements will not be 

prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or 

a combination of deficiencies, in internal control that is less severe than a material weakness, yet 

important enough to merit attention by those charged with governance.   
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Our consideration of internal control was for the limited purpose described in the first paragraph 

of  this section and was not designed to identify all deficiencies in internal control that might be 

material weaknesses or significant deficiencies.  Given these limitations, during our audit we did 

not identify any deficiencies in internal control that we consider to be material weaknesses.  

However, material weaknesses may exist that have not been identified. 

 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School’s financial statements are 

free from material misstatement, we performed tests of its compliance with certain provisions of 

laws, regulations, contracts, and grant agreements, noncompliance with which could have a 

direct and material effect on the determination of financial statement amounts.  However, 

providing an opinion on compliance with those provisions was not an objective of our audit, and 

accordingly, we do not express such an opinion.  The results of our tests disclosed no instances 

of noncompliance or other matters that are required to be reported under Government Auditing 

Standards. 

 
Purpose of This Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and 

compliance and the results of that testing, and not to provide an opinion on the effectiveness of 

the School’s internal control or on compliance.  This report is an integral part of an audit 

performed in accordance with Government Auditing Standards in considering the School’s 

internal control and compliance.  Accordingly, this communication is not suitable for any other 

purpose.  

 

 
James G. Zupka, CPA, Inc. 

Certified Public Accountants 

 

December 28, 2018 
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CANTON COLLEGE PREPARATORY SCHOOL 
STARK COUNTY, OHIO 

SCHEDULE OF PRIOR AUDIT FINDINGS AND RECOMMENDATIONS 
JUNE 30, 2018 

58 

 
The prior audit report, as of June 30, 2017 included no citations or instances of noncompliance.  
Management letter recommendations have been corrected, repeated, or procedures instituted to prevent 
occurrences in this audit period. 
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88 East Broad Street, Columbus, Ohio 43215 
Phone: 614-466-4514 or 800-282-0370 

www.ohioauditor.gov

 
 

  
CANTON COLLEGE PREPARATORY SCHOOL 

 
STARK COUNTY 

    
 

CLERK’S CERTIFICATION 
This is a true and correct copy of the report which is required to be filed in the Office of the 
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio. 

 
 
 
 
 
 

 
 

CLERK OF THE BUREAU 
 
CERTIFIED 
FEBRUARY 21, 2019 
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88	East	Broad	Street,	Fifth	Floor,	Columbus,	Ohio	43215‐3506	
Phone:		614‐466‐4514	or	800‐282‐0370										Fax:		614‐466‐4490	

www.ohioauditor.gov	

 
 
 
 

 
 
Board of Directors 
Canton College Preparatory School 
101 Cleveland Avenue, NW 
Canton, Ohio 44721 
 
 
We have reviewed the Independent Auditor’s Report of the Canton College Preparatory School, 
Stark County, prepared by James G. Zupka, CPA, Inc., for the audit period July 1, 2016 through 
June 30, 2017.  Based upon this review, we have accepted these reports in lieu of the audit 
required by Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying 
financial statements and, accordingly, we are unable to express, and do not express an opinion on 
them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Canton College Preparatory School is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
 
 
Dave Yost 
Auditor of State 
 
March 26, 2018  
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JAMES G. ZUPKA, C.P.A., INC. 
Certified Public Accountants 

5240 East 98
th

 Street 

Garfield Hts., Ohio 44125 
_________________ 

 
Member American Institute of Certified Public Accountants           (216) 475 - 6136                            Ohio Society of Certified Public Accountants 

 

 

INDEPENDENT AUDITOR’S REPORT 

 

To the Members of the Board  The Honorable Dave Yost 

Auditor of State 

State of Ohio 

Canton College Preparatory School  

Canton, Ohio  

 

Report on the Financial Statements 
 

We have audited the accompanying financial statements of the Canton College Preparatory 

School, Stark County, Ohio, (the School) as of and for the year ended June 30, 2017, and the 

related notes to the financial statements, which collectively comprise the School’s basic financial 

statements as listed in the table of contents. 

 
Management’s Responsibility for the Financial Statements 
 

Management is responsible for the preparation and fair presentation of these financial statements 

in accordance with accounting principles generally accepted in the United States of America; this 

includes the design, implementation, and maintenance of internal control relevant to the 

preparation and fair presentation of financial statements that are free from material misstatement, 

whether due to fraud or error. 

 

Auditor’s Responsibility 
 

Our responsibility is to express an opinion on these financial statements based on our audit.  We 

conducted our audit in accordance with auditing standards generally accepted in the United 

States of America and the standards applicable to financial audits contained in Government 

Auditing Standards, issued by the Comptroller General of the United States.  Those standards 

require that we plan and perform the audit to obtain reasonable assurance about whether the 

financial statements are free from material misstatement. 

 

An audit involves performing procedures to obtain audit evidence about the amounts and 

disclosures in the financial statements.  The procedures selected depend on the auditor’s 

judgment, including the assessment of the risks of material misstatement of the financial 

statements, whether due to fraud or error.  In making those risk assessments, the auditor 

considers internal control relevant to the School’s preparation and fair presentation of the 

financial statements in order to design audit procedures that are appropriate in the circumstances, 

but not for the purpose of expressing an opinion on the effectiveness of the School’s internal 

control.  Accordingly, we express no such opinion.  An audit also includes evaluating the 

appropriateness of accounting policies used and the reasonableness of significant accounting 

estimates made by management, as well as evaluating the overall presentation of the financial 

statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 

basis for our audit opinion. 

 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, 

the financial position of the Canton College Preparatory School as of June 30, 2017, and the 

changes in financial position and cash flows thereof for the year then ended in accordance with 

accounting principles generally accepted in the United States of America. 

 
Other Matters 
 
Required Supplementary Information 
 

Accounting principles generally accepted in the United States of America require that the 

Management’s Discussion and Analysis and Schedules of Net Pension Liabilities and Pension 

Contributions, as listed in the table of contents, be presented to supplement the basic financial 

statements.  Such information, although not a part of the basic financial statements, is required 

by the Governmental Accounting Standards Board, who considers it to be an essential part of 

financial reporting for placing the basic financial statements in an appropriate operational, 

economic, or historical context.  We have applied certain limited procedures to the required 

supplementary information in accordance with auditing standards generally accepted in the 

United States of America, which consisted of inquiries of management about the methods of 

preparing the information and comparing the information for consistency with management’s 

responses to our inquiries, the basic financial statements, and other knowledge we obtained 

during our audit of the basic financial statements.  We do not express an opinion or provide any 

assurance on the information because the limited procedures do not provide us with sufficient 

evidence to express an opinion or provide any assurance. 

 

Other Reporting Required by Government Auditing Standards 

 

In accordance with Government Auditing Standards, we have also issued our report dated 

December 29, 2017, on our consideration of the School’s internal control over financial reporting 

and on our tests of its compliance with certain provisions of laws, regulations, contracts, and 

grant agreements and other matters.  The purpose of that report is to describe the scope of our 

testing of internal control over financial reporting and compliance and the results of that testing, 

and not to provide an opinion on internal control over financial reporting or on compliance.  That 

report is an integral part of an audit performed in accordance with Government Auditing 

Standards in considering the School’s internal control over financial reporting and compliance. 

 

 
James G. Zupka, CPA, Inc. 

Certified Public Accountants 

 

December 29, 2017 
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CANTON COLLEGE PREPARATORY SCHOOL - STARK COUNTY, OHIO 
 
MANAGEMENT’S DISCUSSION AND ANALYSIS  
FOR THE FISCAL YEAR ENDED JUNE 30, 2017 

3 

 
The discussion and analysis of the Canton College Preparatory School (the School) financial performance 
provides an overall review of the School’s financial activities for the fiscal year ended June 30, 2017. The 
intent of this discussion and analysis is to look at the School’s’ financial performance as a whole; readers 
should also review the basic financial statements and notes to the basic financial statements to enhance 
their understanding of the School’s financial performance.  

FINANCIAL HIGHLIGHTS 
 
Key Financial Highlights for the School for the 2016-17 school year are as follows:  

 Total Assets increased by $94,773. 

 Total Liabilities increased by $594,682.   

 Total Net Position decreased by $436,123.  

 Total Operating and Non-Operating revenues were $2,661,522. Total Operating and non-
Operating expenses were $3,097,645. 
 

USING THIS ANNUAL REPORT 
  
This report consists of four parts: the MD&A, the basic financial statements, notes to those statements, 
and required Supplementary Information. The basic financial statements include a Statement of Net 
Position, a Statement of Revenues, Expenses and Changes in Net Position, and a Statement of Cash Flows.   

The Statement of Net Position and Statement of Revenues, Expenses, and Changes in Net Position reflect 
how the School did financially during fiscal year 2017.  These statements include all assets, deferred 
outflows of resources, deferred inflows of resources, and liabilities using the accrual basis of accounting 
similar to the accounting used by most private-sector companies. This basis of accounting includes all of 
the current year revenues and expenses regardless of when cash is received or paid.  

These statements report the School’s Net Position and changes in that position. This change in Net 
Position is important because it tells the reader whether the financial position of the School has improved 
or diminished. The causes of this change may be the result of many factors, some financial, some not. 
Non-financial factors include the School’s’ student enrollment, per-pupil funding as determined by the 
State of Ohio, change in technology, required educational programs and other factors. 

The School uses enterprise presentation for all of its activities. 

Statement of Net Position - The Statement of Net Position answers the question of how the School did 
financially during 2017.  This statement includes all assets, deferred outflows of resources, liabilities, and 
deferred inflows of resources, both financial and capital, and short-term and long-term using the accrual 
basis of accounting and economic resource focus, which is similar to the accounting used by most private-
sector companies.  This basis of accounting takes into account all revenues and expenses during the year, 
regardless of when the cash is received or paid.   
 
 
 
 
 

 

Attachment 26: Audited Financial Statements Page 1110



CANTON COLLEGE PREPARATORY SCHOOL - STARK COUNTY, OHIO 
 
MANAGEMENT’S DISCUSSION AND ANALYSIS  
FOR THE FISCAL YEAR ENDED JUNE 30, 2017 
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USING THIS ANNUAL REPORT (Continued) 
 
Table 1 provides a summary of the School’s Net Position for fiscal year 2017 and 2016.  

Table 1 
Statement of Net Position     

  
 2017  2016 

Assets     
Current Assets  $      163,261           $        36,302  
Security Deposits  12,212  11,000 
Capital Assets, Net        27,433  60,831 

Total Assets  202,906  108,133 

     
Deferred Outflows of Resources  1,634,433  1,666,265 

     
Liabilities     
Current Liabilities  922,430  926,410 
Long-Term Liabilities  2,885,032  2,287,370 

Total Liabilities  3,808,462          3,213,780          
    

Deferred Inflows of Resources  44,664  140,282 

     
Net Position     
Investment in Capital Assets                                           27,433          60,831         
Restricted  12,212  11,000 
Unrestricted   (2,055,432)                      (1,651,495)  

Total Net Position  $(2,015,787)   $   (1,579,664)  

     
During 2015, the School adopted GASB Statement 68, Accounting and Financial Reporting for Pensions—
an Amendment of GASB Statement 27, which significantly revises accounting for pension costs and 
liabilities.  For reasons discussed below, many end users of this financial statement will gain a clearer 
understanding of the School’s actual financial condition by adding deferred inflows related to pension and 
the net pension liability to the reported net position and subtracting deferred outflows related to pension. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  When accounting for 
pension costs, GASB 27 focused on a funding approach.  This approach limited pension costs to 
contributions annually required by law, which may or may not be sufficient to fully fund each plan’s net 
pension liability.  GASB 68 takes an earnings approach to pension accounting; however, the nature of  
Ohio’s statewide pension systems and state law governing those systems requires additional explanation 
in order to properly understand the information presented in these statements. 
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CANTON COLLEGE PREPARATORY SCHOOL - STARK COUNTY, OHIO 
 
MANAGEMENT’S DISCUSSION AND ANALYSIS  
FOR THE FISCAL YEAR ENDED JUNE 30, 2017 
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USING THIS ANNUAL REPORT (Continued) 
Under the new standards required by GASB 68, the net pension liability equals the School’s proportionate 
share of each plan’s collective: 
 

1. Present value of estimated future pension benefits attributable to active and inactive employees’ 
past service 

2. Minus plan assets available to pay these benefits 
 
GASB notes that pension obligations, whether funded or unfunded, are part of the “employment 
exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, and the 
promise of a future pension.  GASB noted that the unfunded portion of this pension promise is a present 
obligation of the government, part of a bargained-for benefit to the employee, and should accordingly be 
reported by the government as a liability since they received the benefit of the exchange.  However, the 
School is not responsible for certain key factors affecting the balance of this liability.  In Ohio, the 
employee shares the obligation of funding pension benefits with the employer.  Both employer and 
employee contribution rates are capped by State statute.  A change in these caps requires action of both 
Houses of the General Assembly and approval of the Governor.  Benefit provisions are also determined 
by State statute.  The employee enters the employment exchange with the knowledge that the employer’s 
promise is limited not by contract but by law.  The employer enters the exchange also knowing that there 
is a specific, legal limit to its contribution to the pension system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension system as against the public employer.  State law operates 
to mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the employment exchange with notice as to the law.  The pension system is responsible for the 
administration of the plan.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability.  As explained above, changes in pension benefits, contribution rates, 
and return on investments affect the balance of the net pension liability, but are outside the control of 
the local government.  In the event that contributions, investment returns, and other changes are 
insufficient to keep up with required pension payments, State statute does not assign/identify the 
responsible party for the unfunded portion.  Due to the unique nature of how the net pension liability is 
satisfied, this liability is separately identified within the long-term liability section of the statement of net 
position. 
 
In accordance with GASB 68, the School’s statements prepared on an accrual basis of accounting include 
an annual pension expense for their proportionate share of each plan’s change in net pension liability not 
accounted for as deferred inflows/outflows of resources.  As a result of implementing GASB 68, the School 
is reporting a net pension liability and deferred inflows/outflows of resources related to pension on the 
accrual basis of accounting. Over time, Net Position can serve as a useful indicator of a government’s 
financial position.  At June 30, 2017, the School’s net position totaled $(2,015,787). 
 
Current assets represent cash and cash equivalents and accounts receivable. Current liabilities represent 
accounts payable, accrued expenses, advances payable, notes payable, and withholdings payable at fiscal  

year-end.   Current assets increased mainly due to an increase in receivables at year end and an increase 
in cash on hand. Current liabilities increased with the addition of more advances and the conversion to 
notes payable to maintain school operations. 
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USING THIS ANNUAL REPORT (Continued) 
 
Statement of Revenues, Expenses and Change in Net Position - Table 2 shows the changes in Net Position 
for fiscal year 2017, as well as a listing of revenues and expenses.   This change in Net Position is important 
because it tells the reader that, for the School as a whole, the financial position of the School has improved 
or diminished. The cause of this may be the result of many factors, some financial, some not.  Non-
financial factors include the current laws in Ohio restricting revenue growth, facility conditions, required 
educational programs and other factors. 

Table 2 
Change in Net Position 

 

  2017  2016 

Operating Revenue     
State Aid  $1,948,327  $    1,882,099  
Intergovernmental  5,881  11,128 
Other  600  976 

     Total Operating Revenues  1,954,808  1,894,203 

     
Operating Expenses       
Salaries  843,237  867,493 
Fringe Benefits  192,122  234,872 
Pension Expense – GASB 68  542,730  393,720 
Purchased Services  1,195,341  1,094,392 
Materials and Supplies  153,330  157,410 
Depreciation  33,398  113,380 
Other  8,612  94,277 

     Total Operating Expenses  2,968,770  2,955,544 

          
 Operating (Loss)  (1,013,962)  (1,061,341) 

     
Non-Operating Revenues and Expenses       
Federal Grants  390,427  363,963 
Contributions and Donations  36,000  - 
Other Grants  -  28,015 
Debt Forgiveness  280,287  122,500 
Interest Expense  (128,875)  - 

       Total Non-Operating Revenues and 
       Expenses  577,839  514,478 

      
Decrease in Net Position  (436,123)          (546,863)        

Net Position – Beginning of the Year  (1,579,664)  
 

(1,032,801) 

Net Position, End of Year  $(2,015,787)  $ (1,579,664) 

 
 

Attachment 26: Audited Financial Statements Page 1113



CANTON COLLEGE PREPARATORY SCHOOL - STARK COUNTY, OHIO 
 
MANAGEMENT’S DISCUSSION AND ANALYSIS  
FOR THE FISCAL YEAR ENDED JUNE 30, 2017 

7 

 
USING THIS ANNUAL REPORT (Continued) 
 
During the year revenue increased over last year due to the increase in State Aid funding provided by the 
State. FTEs remained relatively stable and operating costs increased mainly due to outsourcing school 
services due to a decrease in staffing.  
 

BUDGETING HIGHLIGHTS 
 
Unlike other public schools located in the State of Ohio, community schools are not required to follow 
budgetary provisions set forth in Ohio Rev. Code Chapter 5705 (with the exception section 5705.391 – 
Five Year Forecasts), unless specifically provided in the community school’s contract with its Sponsor. 
 
The contract between the School and its Sponsor does prescribe a budgetary process. The School must 
prepare and submit a detail budget for every fiscal year to the Board of Directors and its Sponsor.  The 
five-year forecast is also submitted to the Ohio Department of Education, annually. 
 

CAPITAL ASSETS  

At fiscal year end, the School’s net capital asset balance was $27,433.   There were no capital additions in 
the current year and depreciation expense was $33,398. For more information on capital assets, see Note 
5 of the Basic Financial Statements. 
 

WORKING CAPITAL ADVANCES 

During the fiscal year, the School received working capital monies from Charter School Capital through a 
receivables purchase agreement. As the School receives monthly State funding, these advances are 
repaid, however, the School may elect to receive additional advances from Charter School Capital by 
entering into new agreements.  
 

CURRENT FINANCIAL ISSUES 
 
The School is a community School and is funded through the State of Ohio Foundation Program.  The 
School relies on this, as well as, State and Federal funds as its primary source of revenue.   In 2017, the 
State raised the base per pupil funding to $6,000, which is up from $5,900 in the previous 
year.  Additionally, community schools in Ohio will be allocated a small amount of facilities funding which 
is also per pupil based.  This amount is projected to be $200 per pupil. 
 
The full-time equivalent enrollment of the School for the year ended June 30, 2017 was 216.29 compared 
to a figure of 218.25 at the end of fiscal year 2016. 
 
Overall, the School will continue to provide learning opportunities and apply resources to best meet the 
needs of the students served.  
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CONTACTING THE SCHOOL’S FINANCIAL MANAGEMENT  
 
This financial report is designed to provide our citizen’s, taxpayers, investors and creditors with a general 
overview of the School’s finances and to demonstrate accountability for the money it receives. If you have 
questions about this report or need additional information contact the School’s Fiscal Officer, C. David 
Massa, CPA, of Massa Financial Solutions, LLC, 2200 Tuscarawas St E., Canton, Ohio 44707.
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CANTON COLLEGE PREPARATORY SCHOOL - STARK COUNTY, OHIO 

  
Statement of Net Position 

At June 30, 2017 

Assets:

Current Assets:

    Cash and Cash Equivalents 77,939$            

    Accounts Receivable 36,000

    Intergovernmental Receivable 49,322

    Prepaid Expense 12,212

      Total Current Assets 175,473

Noncurrent Assets:

  Capital Assets, net of Accumulated Depreciation 27,433

Total Assets 202,906            

Deferred Outflows of Resources 1,634,433         

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 285,718            

    Withholdings Payable 8,626                 

    Accrued Expenses 10,113               

    Accrued Interest 4,865                 

    Accrued Wages and Benefits 34,641               

    Current Portion of Long-Term Debt 21,467               

    Advances Payable 558,000            

       Total Current Liabilities 923,430            

Noncurrent Liabilities:

  Net Pension Liability 2,662,853

  Noncurrent Portion of Long-Term Debt 222,179

    Total Noncurrent Liabilities 2,885,032

       Total Liabilities 3,808,462

Deferred Inflows of Resources 44,664

Net Position:

  Invested in Capital Assets 27,433

  Restricted Net Position 12,212               

  Unrestricted Net Position (2,055,432)

  Total Net Position (2,015,787)$     

See Accompanying Notes to the Basic Financial Statements  
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CANTON COLLEGE PREPARATORY SCHOOL - STARK COUNTY, OHIO 

  
Statement of Revenues, 

Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2017 

 
 

Operating Revenues:

  State Aid 1,948,327$       

  Miscellaneous 6,481

    Total Operating Revenues 1,954,808

Operating Expenses:

  Salaries 843,237            

  Fringe Benefits 192,122            

  Fringe Benefits - GASB 68 542,730            

  Purchased Services 1,195,341

  Depreciation 33,398

  Supplies 153,330

  Other Operating Expenses 8,612

    Total Operating Expenses 2,968,770

      Operating Loss (1,013,962)

Non-Operating Revenues and Expenses:

  Federal Grants 390,427

  Contributions and Donations 36,000

  Debt Forgiveness 280,287            

  Interest Expense (128,875)           

    Net Nonoperating Revenues and Expenses 577,839

Change in Net Position (436,123)           

Net Position Beginning of Year (1,579,664)        

Net Position End of Year (2,015,787)$     

See Accompanying Notes to the Basic Financial Statements  
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CANTON COLLEGE PREPARATORY SCHOOL - STARK COUNTY, OHIO 

  
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2017 
 

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 1,914,433$       

Other Operating Receipts 11,801               

Cash Payments to Suppliers for Goods and Services (1,143,600)        

Cash Payments to Employees for Services (825,140)           

Cash Payments for Employee Benefits (174,212)           

Net Cash Used For Operating Activities (216,718)           

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Federal and State Grant Receipts 394,414            

Net Cash Provided By Noncapital Financing Activities 394,414            

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Charter School Capital/ Charter Asset Management Advances 1,325,000         

Charter School Capital/ Charter Asset Management Cost of Funding (120,380)           

Charter School Capital/ Charter Asset Management Redemptions (1,293,300)        

Interest on Notes Payable (3,630)                

Note Payable Principal Payments (8,854)                

Net Cash Used For Capital and Related Financing Activities (101,164)           

Net Increase in Cash and Cash Equivalents 76,532               

Cash and Cash Equivalents - Beginning of the Year 1,407                 

Cash and Cash Equivalents - Ending of the Year 77,939$            

 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

(Continued) 
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CANTON COLLEGE PREPARATORY SCHOOL - STARK COUNTY, OHIO 
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2017 

(Continued) 
 

Reconciliation of Operating Loss to Net Cash Used For Operating Activities

Operating Loss (1,013,962)$     

Adjustments to Reconcile Operating Loss to Net Cash Used For Operating Activities

Depreciation 33,398               

Changes in Assets, Liabilities, and Deferred Inflows and Outflows:

(Increase)/Decrease in Receivables (28,574)             

(Increase)/ Decrease in Deferred Outflows 31,832               

Increase/ (Decrease) in Deferred Inflows (95,618)             

Increase/ (Decrease) in Net Pension Liability 606,516            

(Increase)/Decrease in Prepaid Expense (1,212)                

Increase/(Decrease) in Accounts Payable, Trade 148,869            

Increase/(Decrease) in Accrued Expenses 102,033            

Net Cash Used For Operating Activities (216,718)$         

 
 
Non-Cash Transaction: During the fiscal year ended June 30, 2017, the School received a one-time debt 
forgiveness in the amount of $280,287 from I CAN Schools. This forgiveness was applied against open 
obligations of the School that were owed to I CAN Schools. 
 
 
See Accompanying Notes to the Basic Financial Statements 
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NOTE 1 - DESCRIPTION OF THE ENTITY 
 
The Canton College Preparatory School, (the School) is a nonprofit corporation established pursuant to 
Ohio Revised Code Chapters 3314 and 1702.  The School’s mission is to provide an orderly and supportive 
environment whereby students experience preparations for college, career and life. The School operates 
on a foundation, which fosters character building for all students, parents and staff members.  The School, 
which is part of the State’s education program, is independent of any school district and is nonsectarian 
in its programs, admission policies, employment practices, and all other operations.  The School may 
acquire facilities as needed and contract for any services necessary for the operation of the School. 
 
The School was approved for operation under a contract with Ohio Council of Community Schools 
(“OCCS”) (the Sponsor) for a five-year period commencing on July 1, 2013.  The Sponsor is responsible for 
evaluating the performance of the School and has the authority to deny renewal of the contract at its 
expiration or terminate the contract prior to its expiration.  
 
The School operates under the direction of a Board of Directors (the Board).  The Board is responsible for 
carrying out the provisions of the contract which include, but are not limited to, state mandated provisions 
regarding student populations, curriculum, academic goals, performance standards, admissions 
standards, and qualifications of teachers.  The Board controls the School’s instructional and administrative 
staff. 
 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The basic financial statements of the School have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental nonprofit organizations.  The Governmental 
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental 
accounting and financial reporting principles. The more significant of the School’s accounting policies are 
described below. 
 
Basis of Presentation - The School’s basic financial statements consist of a Statement of Net Position, a 
Statement of Revenue, Expenses and Changes in Net Position, and a Statement of Cash Flows. Enterprise 
fund reporting focuses on the determination of the changes Net Position, financial position and cash 
flows. 
 
The Governmental Accounting Standards Board requires the presentation of all financial activity to be 
reported within one enterprise fund for year-ending reporting purposes.  Enterprise accounting is used to 
account for operations that are financed and operated in a manner similar to private business enterprise 
where the intent is that the cost (expense) of providing goods and services to the general public on a 
continuing basis be financed or recovered primarily through user charges. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Measurement Focus and Basis of Accounting - The accounting and financial reporting treatment is 
determined by measurement focus. Enterprise accounting uses a flow of economic resources 
measurement focus. Under this measurement focus, all assets, all deferred outflows of resources, all 
liabilities, and all deferred inflows of resources are included on the Statement of Net Position. The 
Statement of Revenues, Expenses and Changes in Net Position presents increases (e.g., revenues) and 
decreases (e.g., expenses) in total Net Position. 
 
Budgetary Process - Unlike other public schools located in the state of Ohio, community schools are not 
required to follow budgetary provisions set forth in Ohio Revised Code Chapter 5705 (with the exception 
section 5705.391 – Five Year Forecasts), unless specifically provided for in the School’s sponsorship 
agreement. The contract between the School and its Sponsor requires a detailed budget for each year of 
the contract. 

       
Cash and Cash Equivalents - Cash received by the School is reflected as “Cash and Cash Equivalents” on 
the Statement of Net Position.  The School did not have any investments during the period ended June 
30, 2017. 

    
Prepaid Items - Payments made to vendors for services that will benefit periods beyond June 30, 2017, 
are recorded as prepaid items using the consumption method. A current asset for the prepaid amount is 
recorded at the time of the purchase and an expense is reported in the year in which services are 
consumed. The School did not have any prepayments at June 30, 2017. 
      
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from these estimates. 
 
Capital Assets and Depreciation - Capital assets are capitalized at cost. Donated Capital Assets are 
recorded at their aquisition values as of the date received. The costs of additions are capitalized and 
expenditures for repairs and maintenance are expensed when incurred.  When property is sold or retired, 
the related costs and accumulated depreciation are removed from the financial records and any gain or 
loss is included in additions to or deductions from Net Position. Capital assets were $27,433, as of June 
30, 2017, net of accumulated depreciation. Depreciation of capital assets is calculated utilizing the 
straight-line method over the estimated useful lives of the assets which are as follows: 
  

Asset Class    Useful Life 
Computers & Technology Assets 3 years 

 Furniture, Fixtures, & Equipment 5 years 
       Textbooks    3 years       

 
The School’s policy for asset capitalization threshold is $5,000. Assets or certain asset groups not meeting 
the capitalization threshold are not capitalized and are not included in the assets represented in the 
accompanying Statement of Net Position. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Intergovernmental Revenues - The School currently participates in the State Foundation Program. 
Revenues received from this program are recognized as operating revenues in the accounting period in 
which all eligibility requirements have been met. 

 
Grants and entitlements are recognized as non-operating revenues in the accounting period in which 
eligibility requirements have been met. 
 
Eligibility requirements include timing requirements, which specify the year when the resources are 
required to be used or the fiscal year when use is first permitted, matching requirements, in which the 
School must provide local resources to be used for a specified purpose, and expenditure requirements, in 
which the resources are provided to the School on a reimbursement basis. 
 
The School also participates in various federal programs passed through the Ohio Department of 
Education. 
 
Under the above programs the School recorded $1,948,327 this fiscal year from the Foundation Program 
and Casino taxes and $390,427 from Federal Grants. 

 
Operating and Non-Operating Revenues and Expenses - Operating revenues are those revenues that are 
generated directly from the primary activities of the School.  For the School, these revenues are primarily 
the State Foundation program.  Operating expenses are necessary costs incurred to provide the good or 
service that is the primary activity of the School.  All revenues and expenses not meeting this definition 
are reported as non-operating.   
 
Non-operating revenues are those revenues that are not generated directly from the primary activities of 
the School.  Various federal and state grants, interest earnings, and debt forgiveness, if any, and other 
miscellaneous revenues comprise the non-operating revenues of the School.  Interest and fiscal charges 
on outstanding obligations, as well as gain or loss on capital asset disposals, if any comprise the non-
operating expenses. 

 
Compensated Absences - Vacation is taken in a manner which corresponds with the school calendar; 
therefore, the School does not accrue vacation time as a liability. 
 
Sick/personal leave benefits are earned by full-time employees at the rate of ten days per year and cannot 
be carried into the subsequent years.  No accrual for sick time is made since unused time is not paid to 
employees upon employment termination. 
 
Accrued Liabilities - Obligations incurred but unpaid at June 30 are reported as accrued liabilities in the 
accompanying financial statements.  These liabilities consisted of Accounts Payable, Accrued Expenses, 
Withholdings Payable, Notes and Advances Payable totaling $1,145,609 at June 30, 2017. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Exchange and Non-Exchange Transactions - Revenue resulting from exchange transactions, in which each 
party gives and receives essentially equal value, is recorded on the accrual basis when the exchange takes 
place. Non-exchange transactions, in which the School receives value without directly giving equal value 
in return, include grants, entitlements and donations.  Revenue from grants, entitlements and donations 
is recognized in the fiscal year in which all eligibility requirements have been satisfied.  Eligibility 
requirements include timing requirements, which specify the year when the resources are required to be 
used or the fiscal year when use is first permitted, matching requirements, in which the School must 
provide local resources to be used for a specified purpose, and expenditures requirements, in which the 
resources are provided to the School on a reimbursement basis. 
     
Net Position - Net Position represents the difference between assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources. Net Position is reported as restricted when there are 
limitations imposed on their use through external restriction imposed by creditors, grantors, or laws and 
regulations of other governments.  The School applies restricted resources when an expense is incurred 
for purposes for which both restricted and unrestricted Net Position are available. Net Position invested 
in capital assets consist of capital assets, net of accumulated depreciation, reduced by the outstanding 
balances of any borrowings used for the acquisition, construction, or improvement of those assets. 

 
Deferred Inflows and Deferred Outflows of Resources - In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of resources represent a consumption of net position that applies to a future period and will not be 
recognized as an outflow of resources (expense/expenditure) until then. For the School, deferred outflows 
of resources are reported on the statement of net position for pension. The deferred outflows of 
resources related to pension are explained in Note 9. 
 
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. These amounts have been recorded as a deferred inflow 
on both the government-wide statement of net position and governmental fund financial statements. 
These amounts are deferred and recognized as an inflow of resources in the period the amounts become 
available. Deferred inflows of resources related to pension are reported on the government-wide 
statement of net position. (See Note 9) 

 
Pensions - For purposes of measuring the net pension liability, deferred outflows of resources and 
deferred inflows of resources related to pensions and pension expense, information about the fiduciary 
net position of the pension plans and additions to/deletions from their fiduciary net position have been 
determined on the same basis as they are reported by the pension systems. For this purpose, benefit 
payments (including refunds of employee contributions) are recognized when due and payable in 
accordance with the benefit terms. The pension systems report investments at fair value. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Implementation of New Accounting Principles - For the fiscal year ended June 30, 2017, the School has 
implemented Governmental Accounting Standards Board (GASB) Statement No. 77, Tax Abatement 
Disclosures, GASB Statement No. 78, Pensions Provided through Certain Multiple-Employer Defined 
Benefit Pension Plans, GASB Statement No. 80, Blending Requirements for Certain Component Units - an 
amendment of GASB Statement No. 14 and GASB Statement No. 82, Pension Issues - an amendment of 
GASB Statements No. 67, No. 68, and No. 73. 
 
GASB Statement No. 77 requires disclosure of tax abatement information about (1) a reporting 
government’s own tax abatement agreements and (2) those that are entered into by other governments 
and that reduce the reporting government’s tax revenues. The implementation of GASB Statement No. 
77 did not have an effect on the financial statements of the School.  
 
GASB Statement No. 78 amends the scope of GASB Statement No. 68 to exclude certain multiple-employer 
defined benefit pension plans provided to employees of state and local governments on the basis that 
obtaining the measurements and other information required by GASB Statement No. 68 was not feasible. 
The implementation of GASB Statement No. 78 did not have an effect on the financial statements of the 
School. 
 
GASB Statement No. 80 amends the blending requirements for the financial statement presentation of 
component units of all state and local governments. The additional criterion requires blending of a 
component unit incorporated as a not-for-profit corporation in which the primary government is the sole 
corporate member. The implementation of GASB Statement No. 80 did not have an effect on the financial 
statements of the School. 
 
GASB Statement No. 82 improves consistency in the application of pension accounting. These changes 
were incorporated in the School’s fiscal year 2017 financial statements; however, there was no effect on 
beginning net position. 
 

NOTE 3 - CASH AND CASH EQUIVALENTS 
 

The following information classifies deposits by category of risk as defined in GASB Statement No.3 
“Deposits with Financial Institutions, Investments (including Repurchase Agreements) and Reverse 
Repurchase Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk 
Disclosures”. 
 
The School maintains its cash balances at one financial institution, PNC Bank, located in Ohio. The balances 
are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account. 
At June 30, 2017, the book amount of the School’s deposits was $77,939 and the bank balance was 
$88,662.  
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NOTE 3 - CASH AND CASH EQUIVALENTS (continued) 
 
The School had no deposit policy for custodial risk beyond the requirement of state statute. Ohio law 
requires that deposits either be insured or be protected by eligible securities pledged to and deposited 
either with the School or a qualified trustee by the financial institution as security for repayment or by a 
collateral pool of eligible securities deposited with a qualified trustee to secure repayment of all public 
monies deposited in the financial institution whose market value shall be at least 105% of deposits being 
secured. At June 30, 2017, none of the bank balance was exposed to custodial credit risk. 
 

NOTE 4 - RECEIVABLES 
 

The School has accounts receivables totaling $85,322 at June 30, 2017. These receivables represented 
monies earned from intergovernmental sources and the landlord, but not received as of June 30, 2017.  

 
NOTE 5 - CAPITAL ASSETS  
 
For the period ending June 30, 2017, the School’s capital assets consisted of the following: 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 

Balance Balance

06/30/16 Additions Deletions 06/30/17

Capital Assets:

Furniture & Equipment 81,964$        -$                 -$               81,964$        

Computers & Software 244,592        -                  -                244,592        

Textbooks 46,367         -                  -                46,367          

Total Capital Assets 372,923 -                  -                372,923

Less Accumulated Depreciation:

Furniture & Equipment (47,476) (16,393)         -                (63,869)

Computers & Software (218,250) (17,005)         -                (235,255)

Textbooks (46,366)        -                  -                (46,366)

Total Accumulated Depreciation (312,092) (33,398)         -                (345,490)

Total Capital Assets, Net 60,831$        (33,398)$       -$               27,433$        
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NOTE 6 - ADVANCES PAYABLE 
 
During the fiscal year ending 2017, the School received working capital advances from Charter School 
Capital and Charter Asset Management through a receivables purchase agreement. As the School receives 
its monthly State funding, these advances are repaid, however, the School may elect to receive future 
advances from Charter School Capital or from Charter Asset Management by entering into additional 
agreements.   
 
The total amount of advances outstanding from both sources at June 30, 2017 was $558,000.  The activity 
for the year is reflected as follows: 

NOTE 7 - LONG-TERM and SHORT-TERM OBLIGATIONS 
 
Long-Term Obligations - The School had notes payable totaling $243,646 outstanding at June 30, 2017. 
These amounts were previously recorded as advances and were converted into notes at the end of the 
fiscal year.  The note is from Cleveland College Preparatory School in the amount of $252,500. The note 
began on June 30, 2016 and matures on June 30, 2026. The annual interest rate is 3.5%. 
 
The changes in the School’s long-term obligations during fiscal year 2017 were as follows: 

 

Short-Term Obligations - On December 14, 2014, the School entered into a promissory note with the 
Catholic Diocese of Youngstown for amounts owed in connection with a former lease of a school building 
(See Note 15). Payments made on the promissory note during the fiscal year totaled $5,000. At June 30, 
2017, there was no balance remaining.  
 
 

 
 
 
 

Balance 

6/30/2016 Additions Reductions

Balance 

6/30/2017

Current Portion 

Due Within One 

Year

Net Pension Liability:

STRS 1,860,180$     628,107$       -$           2,488,287$       -$                 

SERS 196,157         -               21,591        174,566           -                  

Total Net Pension Liability 2,056,337      628,107         21,591        2,662,853         -                  

 

Cleveland College Prep - Notes Payable 252,500         -               8,854          243,646           21,467             

Total Long-Term Obligations 2,308,837$     628,107$       30,445$      2,906,499$       21,467$           

Balance 

6/30/2016 Additions Reductions

Balance 

6/30/2017

Charter School Capital 526,300$        558,000$       (526,300)$      558,000$        

Charter Asset Management -                 767,000        (767,000)       -                 

526,300$        1,325,000$    (1,293,300)$   558,000$        
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NOTE 8- RISK MANAGEMENT 
 
Property & Liability - The School is exposed to various risks of loss related to torts; theft of, damage to, 
and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  During the 
fiscal year ending June 30, 2017, the School contracted with Cincinnati Insurance Company for general 
liability insurance with a $1,000,000 each occurrence/ $2,000,000 annual aggregate, as well as, a 
$1,000,000 of automobile liability coverage and an umbrella policy with a $10,000,000 aggregate limit.  
The School also had a $1,000,000 School Leaders policy in place through National Union Fire Insurance. 

 
Workers’ Compensation - The School pays the State Worker’s Compensation System a premium for 
employee injury coverage.  The premium is calculated by multiplying the monthly total gross payroll by a 
factor that is calculated by the State.  

 
Employee Medical and Dental Benefits - The School provides medical, vision, and dental insurance 
benefits through Anthem to all full-time employees. During the School year, the School paid 90% of the 
monthly premiums for all employees. 
 

NOTE 9 - DEFINED BENEFIT PENSIONS PLANS 
  

Net Pension Liability - The net pension liability reported on the statement of net position represents a 
liability to employees for pensions. Pensions are a component of exchange transactions—between an 
employer and its employees—of salaries and benefits for employee services.  Pensions are provided to an 
employee—on a deferred-payment basis—as part of the total compensation package offered by an 
employer for employee services each financial period.  The obligation to sacrifice resources for pensions 
is a present obligation because it was created as a result of employment exchanges that already have 
occurred. 
 
The net pension liability represents the School’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   
 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which pensions are financed; however, the School 
does receive the benefit of employees’ services in exchange for compensation including pension.  
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Net Pension Liability (continued) 
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State legislature.  Any resulting legislative change to benefits or funding could 
significantly affect the net pension liability.  Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability 
on the accrual basis of accounting.  Any liability for the contractually-required pension contribution 
outstanding at the end of the year is included in intergovernmental payable on both the accrual and 
modified accrual bases of accounting.   

 
School Employees Retirement System (SERS) 
 
Plan Description – School non-teaching employees participate in SERS, a cost-sharing multiple-employer 
defined benefit pension plan administered by SERS.  SERS provides retirement, disability and survivor 
benefits, annual cost-of-living adjustments, and death benefits to plan members and beneficiaries.  
Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  SERS issues a 
publicly available, stand-alone financial report that includes financial statements, required supplementary 
information and detailed information about SERS’ fiduciary net position.  That report can be obtained by 
visiting the SERS website at www.ohsers.org under Employers/Audit Resources. 

 
Age and service requirements for retirement are as follows: 
 

 
 
 
 
 
 
 
 

Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
One year after an effective benefit date, a benefit recipient is entitled to a three percent cost-of-living 
adjustment (COLA).  This same COLA is added each year to the base benefit amount on the anniversary 
date of the benefit. 
 

Eligible to Retire before Eligible to Retire on or after 
August 1, 2017* August 1, 2017 

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or 
Age 57 with 30 years of service credit 

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or 
Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit 

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan. 

Age 65 with 5 years of service credit 
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
School Employees Retirement System (SERS) (continued) 

 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the School is required to contribute 14 percent of annual covered payroll.  The contribution requirements 
of plan members and employers are established and may be amended by the SERS’ Retirement Board up 
to statutory maximum amounts of 10 percent for plan members and 14 percent for employers.  The 
Retirement Board, acting with the advice of the actuary, allocates the employer contribution rate among 
four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care 
Fund).  For the fiscal year ended June 30, 2017, the allocation to pension, death benefits, and Medicare B 
was 14 percent.  SERS did not allocate any employer contributions to the Health Care Fund for fiscal year 
2017. 
 
The School’s contractually required contribution to SERS was $11,032 for fiscal year 2017.   
 
State Teachers Retirement System (STRS) 
 
Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan, and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 
3307.  The DB plan offers an annual retirement allowance based on final average salary multiplied by a 
percentage that varies based on years of service.  Effective August 1, 2015, the calculation will be 2.2 
percent of final average salary for the five highest years of earnings multiplied by all years of service. With 
certain exceptions, the basic benefit is increased each year by two percent of the original base benefit.  For 
members retiring August 1, 2013, or later, the first two percent is paid on the fifth anniversary of the 
retirement benefit.  Members are eligible to retire at age 60 with five years of qualifying service credit, or 
age 55 with 25 years of service, or 30 years of service regardless of age.  Age and service requirements for 
retirement will increase effective August 1, 2015, and will continue to increase periodically until they 
reach age 60 with 35 years of service or age 65 with five years of service on August 1, 2026. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination 
of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
School Teachers Retirement System (STRS) (continued) 
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 11.5 
percent of the 13 percent member rate goes to the DC Plan and the remaining 1.5 percent is applied to 
the DB Plan. Member contributions to the DC Plan are allocated among investment choices by the 
member, and contributions to the DB Plan from the employer and the member are used to fund the 
defined benefit payment at a reduced level from the regular DB Plan. The defined benefit portion of the 
Combined Plan payment is payable to a member on or after age 60 with five years of service. The defined 
contribution portion of the account may be taken as a lump sum payment or converted to a lifetime 
monthly annuity after termination of employment at age 50 or later. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another STRS plan.  The optional annuitization of a member’s defined contribution account or the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of investment gain or loss on the account.  STRS has therefore included all three plan 
options as one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2017, plan members were required to contribute 14 percent of their annual covered salary. The School 
was required to contribute 14 percent; the entire 14 percent was the portion used to fund pension 
obligations.  The fiscal year 2017 contribution rates were equal to the statutory maximum rates. 
 
The School’s contractually required contribution to STRS was $102,512 for fiscal year 2017.   
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 

Resources Related to Pensions - The net pension liability was measured as of June 30, 2016, and the total 
pension liability used to calculate the net pension liability was determined by an independent actuarial 
valuation as of that date. The School's employer allocation percentage of the net pension liability was 
based on the employer’s share of employer contributions in the pension plan relative to the total 
employer contributions of all participating employers. Following is information related to the 
proportionate share and pension expense: 
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 

 
 

Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, changes in assumptions and changes in the School’s proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods. The difference between projected and actual investment 
earnings is recognized in pension expense using a straight line method over a five year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight line method. Employer 
contributions to the pension plan subsequent to the measurement date are also required to be reported 
as a deferred outflow of resources.  
 
At June 30, 2017, the School reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  
 

 

STRS SERS Total

Proportionate Share of the Net 

  Pension Liability 2,488,287$          174,567$            2,662,854$         

Proportion of the Net Pension Liability:

Current Measurement Date 0.00743371% 0.00238510%

Prior Measurement Date 0.00673074% 0.00343770%

Change in Proportionate Share 0.00070297% -0.00105260%

Pension Expense 769,381$             46,411$             815,792$           

STRS SERS Total

Deferred Outflows of Resources

Differences between Expected and 

  Actual Experience 100,538$             2,355$               102,893$           

Net Difference between Projected and 

  Actual Earnings on Pension Plan Investments 206,595 14,400 220,995

Changes of Assumptions 0 11,654 11,654

Changes in Proportion and Differences between 

  School Contributions and Proportionate  

  Share of Contributions 1,094,961 90,386 1,185,347

School Contributions Subsequent to the 

  Measurement Date 102,512 11,032 113,544

Total Deferred Outflows of Resources 1,504,606$          129,827$            1,634,433$         

Deferred Inflows of Resources

Changes in Proportion and Differences between 

  School Contributions and Proportionate  

  Share of Contributions 0$                       44,664$             44,664$             
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
$113,544 reported as deferred outflows of resources related to pension resulting from School 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2018.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to pension will be recognized in pension expense as follows: 

 

 
 
Actuarial Assumptions – SERS - SERS’ total pension liability was determined by their actuaries in 
accordance with GASB Statement No. 67, as part of their annual actuarial valuation for each defined 
benefit retirement plan.  Actuarial valuations of an ongoing plan involve estimates of the value of reported 
amounts (e.g., salaries, credited service) and assumptions about the probability of occurrence of events 
far into the future (e.g., mortality, disabilities, retirements, employment termination).  Actuarially 
determined amounts are subject to continual review and potential modifications, as actual results are 
compared with past expectations and new estimates are made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point.  The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant.  In many cases actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2016, are presented below: 
 
For post-retirement mortality, the table used in evaluating allowances to be paid is the 1994 Group 
Annuity Mortality Table set back one year for both men and women.  Special mortality tables are used for 
the period after disability retirement. 
 
 
 
 

STRS SERS Total

Fiscal Year Ending June 30:

2018 476,393$             35,023$             511,416$           

2019 476,390 34,062 510,452

2020 327,462 906 328,368

2021 121,849 4,140 125,989

1,402,094$          74,131$             1,476,225$         
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS (continued) 
 

 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection and a five year age set-back for both males and females.  Mortality among 
service retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection with Scale BB, 120 percent of male rates and 110 percent of female rates.  
Mortality among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 percent 
for male rates and 100 percent for female rates, set back five years is used for the period after disability 
retirement.  
 
The actuarial assumptions used in the June 30, 2016 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, payroll 
growth assumption and assumed real wage growth were reduced in the June 30, 2016 actuarial valuation.  
The rates of withdrawal, retirement and disability updated to reflect recent experience and mortality rates 
were also updated. 
 
The long-term return expectation for the Pension Plan Investments has been determined by using a 
building-block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating an arithmetic weighted average of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the expected return from rebalancing uncorrelated asset classes. The target allocation and best estimates 
of arithmetic real rates of return for each major assets class are summarized in the following table: 
 

 
 
 

Wage Inflation 3.00 percent

Future Salary Increases, including inflation 3.50 percent to 18.20 percent

COLA or Ad Hoc COLA 3.00 percent

Investment Rate of Return 7.50 percent net of investment expense, including inflation

Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)

Asset Class

Cash 1.00 % 0.50 %

US Stocks 22.50 4.75

Non-US Stocks 22.50 7.00

Fixed Income 19.00 1.50

Private Equity 10.00 8.00

Real Assets 15.00 5.00

Multi-Asset Strategies 10.00 3.00

100.00 %

Target Long Term Expected

Allocation Real Rate of Return

Attachment 26: Audited Financial Statements Page 1133



CANTON COLLEGE PREPARATORY SCHOOL - STARK COUNTY 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS  
FOR THE FISCAL YEAR ENDED JUNE 30, 2017  
 

27 

NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute.  Projected inflows from investment earnings were calculated using the long-term assumed 
investment rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of projected 
benefits to determine the total pension liability.   
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the School’s proportionate share of the net pension liability calculated using 
the discount rate of 7.50 percent, as well as what each plan’s net pension liability would be if it were 
calculated using a discount rate that is one percentage point lower (6.50 percent), or one percentage 
point higher (8.50 percent) than the current rate. 
 

 
 

Actuarial Assumptions – STRS - The total pension liability in the June 30, 2016, actuarial valuation was 
determined using the following actuarial assumptions, applied to all periods included in the 
measurement:  
 

 
Mortality rates were based on the RP-2000 Combined Mortality Table (Projection 2022—Scale AA) for 
Males and Females.  Males’ ages are set-back two years through age 89 and no set-back for age 90 and 
above.  Females younger than age 80 are set back four years, one year set back from age 80 through 89 
and no set back from age 90 and above.   
 
Actuarial assumptions used in the June 30, 2016, valuation are based on the results of an actuarial 
experience study, effective July 1, 2012. 
 
 
 
 
 

1% Decrease

(6.50%)

Current 

Discount Rate

(7.50%)

1% Increase 

(8.50%)

School's Proportionate Share

  of the Net Pension Liability 231,116$             174,567$            127,234$           
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – STRS (continued) 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
 

 
 

*10-year annualized geometric nominal returns, which include the real rate of return and inflation of 2.50 
percent and does not include investment expenses. The total fund long-term expected return reflects 
diversification among the asset classes and therefore is not a weighted average return of the individual 
asset classes.  

 
Discount Rate The discount rate used to measure the total pension liability was 7.75 percent as of June 
30, 2016. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate increases 
described above. For this purpose, only employer contributions that are intended to fund benefits of 
current plan members and their beneficiaries are included.  Projected employer contributions that are 
intended to fund the service costs of future plan members and their beneficiaries, as well as projected 
contributions from future plan members, are not included.  Based on those assumptions, STRS’ fiduciary 
net position was projected to be available to make all projected future benefit payments to current plan 
members as of June 30, 2016.  Therefore, the long-term expected rate of return on pension plan 
investments of 7.75 percent was applied to all periods of projected benefit payment to determine the 
total pension liability as of June 30, 2016. 
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the School's proportionate share of the net pension liability as of June 
30, 2016, calculated using the current period discount rate assumption of 7.75 percent, as well as what 
the School's proportionate share of the net pension liability would be if it were calculated using a discount 
rate that is one-percentage-point lower (6.75 percent) or one-percentage-point higher (8.75 percent) than 
the current rate: 

 

1% Decrease

(6.75%)

Current 

Discount Rate

(7.75%)

1% Increase 

(8.75%)

School's Proportionate Share

  of the Net Pension Liability 3,306,731$          2,488,287$         1,797,881$         

Attachment 26: Audited Financial Statements Page 1135



CANTON COLLEGE PREPARATORY SCHOOL - STARK COUNTY 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS  
FOR THE FISCAL YEAR ENDED JUNE 30, 2017  
 

29 

NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Changes Between Measurement Date and Report Date  In March 2017, the STRS Board adopted certain 
assumption changes which will impact their annual actuarial valuation prepared as of June 30, 2017.  The 
most significant change is a reduction in the discount rate from 7.75 percent to 7.45 percent.  In April 
2017, the STRS Board voted to suspend cost of living adjustments granted on or after July 1, 
2017.  Although the exact amount of these changes is not known, the overall decrease to School’s net 
pension liability is expected to be significant.   
 

NOTE 10 - POSTEMPLOYMENT BENEFITS 
 
School Employees Retirement System (SERS) 
 
Health Care Plan Description - The School contributes to the SERS Health Care Fund, administered by SERS 
for non-certificated retirees and their beneficiaries.  For GASB 45 purposes, this plan is considered a cost-
sharing, multiple-employer, defined benefit other postemployment benefit (OPEB) plan.  The Health Care 
Plan includes hospitalization and physicians’ fees through several types of plans including HMO’s, PPO’s, 
Medicare Advantage, and traditional indemnity plans as well as a prescription drug program. The financial 
report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be obtained 
on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Health care is financed through a combination of employer contributions and 
retiree premiums, copays and deductibles on covered health care expenses, investment returns, and any 
funds received as a result of SERS’ participation in Medicare programs. Active employee members do not 
contribute to the Health Care Plan.  Retirees and their beneficiaries are required to pay a health care 
premium that varies depending on the plan selected, the  number of qualified years of service, Medicare 
eligibility and retirement status. 
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required basic benefits, the Retirement Board 
allocates the remainder of the employer contribution of 14 percent of covered payroll to the Health Care 
Fund. For fiscal year 2017, SERS did not allocate any employer contributions to the Health Care fund.   In 
addition, employers pay a surcharge for employees earning less than an actuarially determined minimum 
compensation amount, pro-rated according to service credit earned. For fiscal year 2017, this amount was 
$23,500.  Statutes provide that no employer shall pay a health care surcharge greater than 2 percent of 
that employer’s SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the 
total statewide SERS-covered payroll for the health care surcharge. For fiscal year 2017, the School’s 
surcharge obligation was $1,248. 
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NOTE 10 - POSTEMPLOYMENT BENEFITS (continued) 
 
School Employees Retirement System (SERS) - continued 
 
For fiscal years 2016 and 2017, SERS did not allocate employer contributions to the Health Care fund.  The 
School’s contributions for health care for the fiscal year ended June 30, 2015, was $849. The full amount 
has been contributed for fiscal year 2015. 
 
School Teachers Retirement Systems 

 
Plan Description – The School participates in the cost-sharing multiple-employer defined benefit Health 
Plan administered by the State Teachers Retirement System of Ohio (STRS) for eligible retirees who 
participated in the defined benefit or combined pension plans offered by STRS.  Ohio law authorizes STRS 
to offer this plan.  Benefits include hospitalization, physicians’ fees, prescription drugs and reimbursement 
of monthly Medicare Part B premiums.  The Plan is included in the report of STRS which can be obtained 
by visiting www.strsoh.org or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS Ohio to offer the Plan and gives the 
Retirement Board authority over how much, if any, of the health care costs will be absorbed by STRS.  
Active employee members do not contribute to the Health Care Plan.  All benefit recipients, for the most 
recent year, pay a monthly premium.  Under Ohio law, funding for post-employment health care may be 
deducted from employer contributions.  For fiscal years 2017, 2016 and 2015, STRS did not allocate any 
employer contributions to post-employment health care; therefore, the School did not contribute to 
health care in the last three fiscal years. 
 

NOTE 11 - CONTINGENCIES 
 

Grants - The School received financial assistance from federal and state agencies in the form of grants.  
Amounts received from grantor agencies are subject to audit and adjustment by the grantor.  Any 
disallowed costs may require refunding to the grantor.  Amounts which may be disallowed, if any, are not 
presently determinable.  However, in the opinion of the School, any such adjustments will not have a 
material adverse effect on the financial position of the School.  

 
Litigation - There are currently no matters in litigation with the School as defendant. 
 
Full-Time Equivalency - School foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  

 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of  
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NOTE 11 – CONTINGENCIES (continued) 
 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE performed such a review on the School for fiscal year 2017.  
 
As of the date of this report, additional ODE adjustments for fiscal year 2017 are not finalized.  As a result, 
the impact of future FTE adjustments on the fiscal year 2017 financial statements is not determinable, at 
this time. Management believes this may result in either an additional receivable to, or a liability of, the 
School. 
 
In addition, the School’s contracts with their Sponsor require payment based on revenues received from 
the State.  As discussed above, additional FTE adjustments for fiscal year 2017 are not finalized.  Until 
such adjustments are finalized by ODE, the impact on the fiscal year 2017 financial statements, related 
to additional reconciliation necessary with these contracts, is not determinable.  Management believes 
this may result in either an additional receivable to, or liability of, the School. 

 
NOTE 12 - SPONSOR CONTRACT 

 
The School contracted with Ohio Council of Community Schools (OCCS) as its sponsor and oversight 
services as required by law.  Sponsorship fees are calculated as a three percent of state funds received by 
the School from the State of Ohio. For the fiscal year ended June 30, 2017, the total sponsorship fees paid 
totaled $42,079.  
 

NOTE 13 - MANAGEMENT CONTRACT AND DEBT FORGIVENESS 
 

The School entered into an agreement with I CAN Schools, a local nonprofit management company, to 
provide legal, financial, and other management support services for fiscal year 2017. The agreement was 
for a period of five years beginning July 1, 2013. Management fees are calculated as 18% of the total 
revenues received from the State of Ohio. The total amount due from the School for the fiscal year ending 
June 30, 2017 was $415,933 and is included under “Purchased Services” on the Statement of Revenues, 
Expenses and Changes in Net Position. 
 
The School terminated their management agreement with ICAN Schools on March 2, 2017 and entered 
into a new agreement with Accel Schools effective May 1, 2017 through June 30, 2027. Management fees 
are to be calculated as 18% of the total revenues received from the State of Ohio. There were no 
management fees accrued under this agreement for the current fiscal year.  
 
At the end of the fiscal year, I CAN Schools agreed to do a one-time forgiveness in the amount of $280,287. 
This forgiveness was applied against open obligations of the School that were owed to I CAN Schools.  
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NOTE 14 – PURCHASED SERVICES 
 

For the period of July 1, 2016 through June 30, 2017, the School made the following purchased services 
commitments. 

  
 
 
 

 
 
 
 
 
 
 

NOTE 15 - LEASE OBLIGATIONS 
  

On July 23, 2014 the School entered into a lease with Tri-State Central Canton Limited Partnership for 
space located at 101 Cleveland Avenue, Canton, Ohio 44702. The term of the lease is for a period of 151 
months from January 1, 2015 through July 31, 2027. Base rent expense for the fiscal year ended 2017 was 
$178,494.  Future lease obligations are as follows: 

   
FY2018 $195,498  
FY2019 $212,502  
FY2020 $229,500  
FY2021 $246,498  
FY2022 $262,500  
FY2023 $273,000  
FY2024 $276,000  
FY2025 $279,000  
FY2026 $282,000  
FY2027 $282,000  

Total $  2,538,498  

 
 

 

Professional and Technical Services 613,745$       

Property Services 266,984        

Utilities 1,136            

Travel and Meetings 74,517          

Communications 32,544          

Contractual Trade Services 132,910        

Pupil transportation 73,505          

1,195,341$    

Attachment 26: Audited Financial Statements Page 1139



 

33 

CANTON COLLEGE PREPARATORY SCHOOL - STARK COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE SCHOOL’S PROPORTIONATE SHARE OF THE NET PENSION LIABILITY 

SCHOOL EMPLOYER’S RETIREMENT SYSTEM OF OHIO 
LAST THREE FISCAL YEARS (1) 

 

2017 2016 2015

School's Proportion of the Net Pension Liability 0.00238510% 0.00343770% 0.00198600%

School's Proportionate Share of the Net Pension Liability 174,567$      196,158$      100,510$      

School's Covered-Employee Payroll 74,071$       103,490$      41,219$       

School's Proportionate Share of the Net Pension Liability 235.68% 189.54% 243.84%

as a Percentage of its Covered-Employee Payroll

Plan Fiduciary Net Position as a Percentage of the 62.98% 69.16% 71.70%

Total Pension Liability

(1) Information prior to 2015 is not available.

Note: The amounts presented for each fiscal year were determined as of the measurement date.
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CANTON COLLEGE PREPARATORY SCHOOL - STARK COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE SCHOOL’S PROPORTIONATE SHARE OF THE NET PENSION LIABILITY 

SCHOOL TEACHER’S RETIREMENT SYSTEM OF OHIO 
LAST THREE FISCAL YEARS (1) 

 

2017 2016 2015

School's Proportion of the Net Pension Liability 0.00743371% 0.67307400% 0.00393815%

School's Proportionate Share of the Net Pension Liability 2,488,287$     1,860,180$     957,894$      

School's Covered-Employee Payroll 782,171$        601,921$        433,323$      

School's Proportionate Share of the Net Pension Liability 318.13% 309.04% 221.06%

as a Percentage of its Covered-Employee Payroll

Plan Fiduciary Net Position as a Percentage of the 66.80% 72.10% 74.70%

Total Pension Liability

(1) Information prior to 2015 is not available.

Note: The amounts presented for each fiscal year were determined as of the measurement date.
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CANTON COLLEGE PREPARATORY SCHOOL - STARK COUNTY, OHIO 

 
REQUIRED SUPPLEMENTARY INFORMATION 

SCHEDULE OF THE SCHOOL’S CONTRIBUTIONS 
SCHOOL EMPLOYER’S RETIREMENT SYSTEM OF OHIO 

LAST FOUR FISCAL YEARS (1) 
 

2017 2016 2015 2014

Contractually Required Contribution 11,032$    10,370$    13,640$    5,713$    

Contributions in Relation to the Contractually 

Required Contribution (11,032)$   (10,370)$   (13,640)$   (5,713)$   

Contribution Deficiency (Excess) -$         -$         -$          -$       

School's Covered-Employee Payroll 78,800$    74,071$    103,492$   41,219$  

Contributions as a Percentage of

Covered-Employee Payroll 14.00% 14.00% 13.18% 13.86%

(1) Information prior to 2014 is not available 
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CANTON COLLEGE PREPARATORY SCHOOL - STARK COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE SCHOOL’S CONTRIBUTIONS 

SCHOOL TEACHER’S RETIREMENT SYSTEM OF OHIO 
LAST FOUR FISCAL YEARS (1) 

 

2017 2016 2015 2014

Contractually Required Contribution 102,512$    109,504$    84,269$    56,332$    

Contributions in Relation to the Contractually 

Required Contribution (102,512)$   (109,504)$   (84,269)$   (56,332)$   

Contribution Deficiency (Excess) -$           -$           -$         -$         

School's Covered-Employee Payroll 732,229$    782,171$    601,921$  433,323$  

Contributions as a Percentage of

Covered-Employee Payroll 14.00% 14.00% 14.00% 13.00%

(1) Information prior to 2014 is not available 
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CANTON COLLEGE PREPARATORY SCHOOL – STARK COUNTY, OHIO 

 
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION 

FOR THE FISCAL YEAR ENDED JUNE 30, 2017 
 

 
SCHOOL EMPLOYEES RETIREMENT SYSTEM (SERS) OF OHIO 
 
Changes in benefit terms: There were no changes in benefit terms from the amounts reported for fiscal 
years 2014-2017. 
 
Changes in assumptions: There were no changes in methods and assumptions used in the calculation of 
actuarial determined contributions for fiscal years 2014-2016. For fiscal year 2017, the following changes 
of assumptions affected the total pension liability since the prior measurement date: (a) the assumed rate 
of inflation was reduced from 3.25% to 3.00%, (b) payroll growth assumption was reduced from 4.00% to 
3.50%, (c) assumed real wage growth was reduced from 0.75% to 0.50%, (d) Rates of withdrawal, 
retirement and disability were updated to reflect recent experience, (e) mortality among active members 
was updated to RP-2014 Blue Collar Mortality Table with fully generational projection and a five year age 
set-back for both males and females, (f) mortality among service retired members, and beneficiaries was 
updated to the following RP-2014 Blue Collar Mortality Table with fully generational projection with Scale 
BB, 120% of male rates, and 110% of female rates and (g) mortality among disabled members was updated 
to RP-2000 Disabled Mortality Table, 90% for male rates and 100% for female rates, set back five years is 
used for the period after disability retirement.  
 
STATE TEACHERS RETIREMENT SYSTEM (STRS) OF OHIO 
 
Changes in benefit terms: There were no changes in benefit terms from the amounts reported for fiscal 
years 2014-2017. 
 
Changes in assumptions: There were no changes in methods and assumptions used in the calculation of 
actuarial determined contributions for fiscal years 2014-2017.  See the notes to the basic financial 
statements for the methods and assumptions in this calculation. 
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JAMES G. ZUPKA, C.P.A., INC. 
Certified Public Accountants 

5240 East 98
th

 Street 

Garfield Hts., Ohio 44125 
_________________ 

 
Member American Institute of Certified Public Accountants           (216) 475 - 6136                            Ohio Society of Certified Public Accountants 

 

 

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 

AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN 

AUDIT OF FINANCIAL STATEMENTS PERFORMED IN 

ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
 

To the Members of the Board  The Honorable Dave Yost 

Auditor of State 

State of Ohio 

Canton College Preparatory School  

Canton, Ohio  

 

We have audited, in accordance with the auditing standards generally accepted in the United 

States of America and the standards applicable to financial audits contained in Government 

Auditing Standards issued by the Comptroller General of the United States, the financial 

statements of the Canton College Preparatory School, Stark County, Ohio, (the School) as of and 

for the year ended June 30, 2017, and the related notes to the financial statements, which 

collectively comprise the School’s basic financial statements, and have issued our report thereon 

dated December 29, 2017. 

 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School’s 

internal control over financial reporting (internal control) to determine the audit procedures that 

are appropriate in the circumstances for the purpose of expressing our opinion on the financial 

statements, but not for the purpose of expressing an opinion on the effectiveness of the School’s 

internal control. Accordingly, we do not  express an opinion on the effectiveness of the School’s 

internal control.   

 

A deficiency in internal control exists when the design or operation of a control does not allow 

management or employees, in the normal course of performing their assigned functions, to 

prevent, or detect and correct, misstatements on a timely basis. A material weakness is a 

deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable 

possibility that a material misstatement of the School’s financial statements will not be 

prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or 

a combination of deficiencies, in internal control that is less severe than a material weakness, yet 

important enough to merit attention by those charged with governance.   

 

Our consideration of internal control was for the limited purpose described in the first paragraph 

of  this section and was not designed to identify all deficiencies in internal control that might be 

material weaknesses or significant deficiencies.  Given these limitations, during our audit we did 

not identify any deficiencies in internal control that we consider to be material weaknesses.  

However, material weaknesses may exist that have not been identified. 
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Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School’s financial statements are 

free from material misstatement, we performed tests of its compliance with certain provisions of 

laws, regulations, contracts, and grant agreements, noncompliance with which could have a 

direct and material effect on the determination of financial statement amounts.  However, 

providing an opinion on compliance with those provisions was not an objective of our audit, and 

accordingly, we do not express such an opinion.  The results of our tests disclosed no instances 

of noncompliance or other matters that are required to be reported under Government Auditing 

Standards. 

 
Purpose of This Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and 

compliance and the results of that testing, and not to provide an opinion on the effectiveness of 

the School’s internal control or on compliance.  This report is an integral part of an audit 

performed in accordance with Government Auditing Standards in considering the School’s 

internal control and compliance.  Accordingly, this communication is not suitable for any other 

purpose.  

 

 
James G. Zupka, CPA, Inc. 

Certified Public Accountants 

 

December 29, 2017 
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CANTON COLLEGE PREPARATORY SCHOOL
STARK COUNTY, OHIO

SCHEDULE OF PRIOR AUDIT FINDINGS AND RECOMMENDATIONS
JUNE 30, 2017

The prior audit report, as of June 30, 2016 included no citations or instances of noncompliance. 
Management letter recommendations have been corrected, repeated, or procedures instituted to
prevent occurrences in this audit period.

40
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Board of Directors 
Cleveland Arts and Social Sciences Academy 
10701 Shaker Blvd 
Cleveland, Ohio 44115 
 
 
We have reviewed the Independent Auditor’s Report of the Cleveland Arts and Social Sciences 
Academy, Cuyahoga County, prepared by Rea & Associates, Inc., for the audit period July 1, 
2018-June 30, 2019.  Based upon this review, we have accepted these reports in lieu of the audit 
required by Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying 
financial statements and, accordingly, we are unable to express, and do not express an opinion on 
them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Cleveland Arts and Social Sciences Academy 
is responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
January 30, 2020  
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December 22, 2019 
 
To the Board of Directors 
Cleveland Arts and Social Sciences Academy 
Cuyahoga County, Ohio 
10701 Shaker Blvd 
Cleveland, Ohio 44115 
 

INDEPENDENT AUDITOR'S REPORT 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Cleveland Arts and Social Sciences 
Academy, Cuyahoga County, Ohio, (the “Academy”) as of and for the year ended June 30, 2019, and the 
related notes to the financial statements, which collectively comprise the Academy’s basic financial 
statements as listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the Academy’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Academy’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
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Cleveland Arts and Social Sciences Academy  
Independent Auditor’s Report 
Page 2 of 3 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Cleveland Arts and Social Sciences Academy, Cuyahoga County, Ohio as of 
June 30, 2019, and the changes in its financial position and its cash flows for the year then ended in 
accordance with accounting principles generally accepted in the United States of America. 
 
Emphasis of a Matter  
 
The accompanying financial statements have been prepared assuming the Academy will continue as a 
going concern. As disclosed in Note 16 to the financial statements, the Academy has previously suffered 
recurring losses from operations and has a net position deficit of $2,822,152 that raises substantial doubt 
about its ability to continue as a going concern. This deficit net position includes the effect of the net 
pension liability, net OPEB asset/liability and related accruals totaling $2,093,969. Note 16 describes 
management’s plan regarding these issues. The financial statements do not include any adjustments that 
might result from the outcome of this uncertainty. Our opinion is not modified with respect to this matter. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the Academy's Proportionate Share of the Net Pension Liability, 
Schedule of the Academy’s Contributions-Pension, Schedule of the Academy’s Proportionate Share of the 
Net OPEB Asset/Liability, and the Schedule of the Academy’s Contributions - OPEB as listed in the table 
of contents, be presented to supplement the basic financial statements. Such information, although not a 
part of the basic financial statements, is required by the Governmental Accounting Standards Board who 
considers it to be an essential part of financial reporting for placing the basic financial statements in an 
appropriate operational, economic, or historical context. We have applied certain limited procedures to 
the required supplementary information in accordance with auditing standards generally accepted in the 
United States of America, which consisted of inquiries of management about the methods of preparing the 
information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic 
financial statements. We do not express an opinion or provide any assurance on the information because 
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance.  
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Cleveland Arts and Social Sciences Academy  
Independent Auditor’s Report 
Page 3 of 3 
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated December 22, 
2019 on our consideration of the Academy’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the Academy’s internal control over financial reporting or on compliance. That report is 
an integral part of an audit performed in accordance with Government Auditing Standards in considering 
the Academy’s internal control over financial reporting and compliance. 
 
 
 
 
 

Cambridge, Ohio 
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CLEVELAND ARTS AND SOCIAL SCIENCES ACADEMY – CUYAHOGA COUNTY, OHIO 
 
MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED JUNE 30, 2019 (UNAUDITED) 
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The discussion and analysis of the Cleveland Arts and Social Sciences Academy’s (the “Academy”) financial 
performance provides an overall review of the Academy’s financial activities for the fiscal year ended June 
30,  2019.  Readers  should  also  review  the  basic  financial  statements  and  notes  to  enhance  their 
understanding of the Academy’s financial performance. 
 

FINANCIAL HIGHLIGHTS 
 
The  Academy  finished  its  fourteenth  year  of  operations  during  fiscal  year  2019  serving  Kindergarten 
through  eighth  grade.  Enrollment  varied  during  the  year,  but  the  Academy  ended  the  year with  295 
students. 
 
Key highlights for fiscal year 2019 are as follows: 
 

 Net position increased $524,580. 

 Operating revenues for fiscal year 2019 were $2,375,501 as compared to $2,067,671 for fiscal 

year 2018. 

 Operating expenses for fiscal year 2019 were $2,376,955 as compared to $1,799,041 for fiscal 

year 2018. 

OVERVIEW OF THE FINANCIAL STATEMENTS  
 
The financial report consists of three parts: the required supplemental  information, the basic financial 
statements, and the notes to the basic financial statements. These statements are organized so the reader 
can understand  the  financial position of  the academy. Enterprise accounting uses a  flow of economic 
resource measurement focus. With this measurement focus, all assets and deferred outflows of resources 
and all  liabilities and deferred inflows of resources are  included on the statement of net position. The 
statement  of  net  position  represents  the  net  position  of  the  Academy.    The  statement  of  revenues, 
expenses, and changes in net position presents increases (e.g., revenues) and decreases (e.g. expenses) 
in net position.  The statement of cash flows reflects how the academy finances and meets its cash flow 
needs. Finally, the notes to the basic financial statements provide additional information that is essential 
to full understanding of the data provided on the basic financial statements.   
 

FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE 
 
The Academy is not required to present government‐wide financial statements as the Academy is engaged 
in  only  business‐type  activities.    Therefore,  no  condensed  financial  information  derived  from  the 
governmental‐wide financial statements is included in the discussion and analysis. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Table 1 provides a summary of Academy’s net position for 2019 compared to 2018: 
 
 

Assets: 2019 2018
  Current Assets:

     Cash and Cash Equivalents 193,612$            135,402$            

     Accounts Receivable 8,727                  6,293                   
     Intergovernmental Receivable 101,110             13,411                

     Prepaid Expense 96,661               94,816                

      Total Current Assets 400,110             249,922              

Noncurrent assets:

   Net OPEB Asset 103,892             ‐                       
   Capital Assets, net of Accumulated Depreciation 53,417               43,697                
     Total Noncurrent Assets 157,309             43,697                

Total Assets 557,419             293,619              

Deferred Outflows of Resources 610,622             916,953              

Liabilities:

Current Liabilities

  Accounts Payable, Trade 13,866                 38,856                

  Accounts Payale, Related Party 140,119             132,835              
  Accrued Expenses 34,544               12,641                

    Total Current Liabilities 188,529 184,332

Noncurrent Liabilities:
  Net Pension Liability 1,786,724 2,452,000

  Net OPEB Liability 181,130 521,612              
  Noncurrent Portion of Long‐term Debt 993,181 993,181

    Total Noncurrent Liabilities 2,961,035 3,966,793

       Total Liabilities 3,149,564   4,151,125

Deferred Inflows of Resources 840,629 406,179

Net Position

  Invested in Capital Assets 53,417 43,697
  Unrestricted Net Position (2,875,569) (3,390,429)

    Total Net Position (2,822,152)$        (3,346,732)$       

Table 1
Statement of Net Position
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Total net position increased $524,580 in fiscal year 2019.  The Academy enrollment in fiscal year 2019 
increased  to  295  students  compared  to  260  students  in  fiscal  year  2018.  This  increase  has  caused 
significant changes to operating revenues and expenses (including impact of net pension/OPEB liabilities 
in financial highlights section). The net pension liability (NPL) is the largest single liability reported by the 
Academy at June 30, 2019   and is reported pursuant to GASB Statement 68, “Accounting and Financial 
Reporting for Pensions—an Amendment of GASB Statement 27.”    
 
The Academy has adopted GASB Statement 68, “Accounting and Financial Reporting  for Pensions—an 
Amendment of GASB Statement 27,” and GASB Statement 75, “Accounting and Financial Reporting for 
Postemployment  Benefits  Other  Than  Pensions,”  which  significantly  revises  accounting  for  costs  and 
liabilities related to other postemployment benefits (OPEB).  For reasons discussed below, many end users 
of this financial statement will gain a clearer understanding of the Academy’s actual financial condition by 
adding deferred inflows related to pension and OPEB, the net pension liability and the net OPEB liability 
to the reported net position and subtracting deferred outflows related to pension and OPEB and net OPEB 
asset. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports  prepared  in  accordance  with  generally  accepted  accounting  principles.    Prior  accounting  for 
pensions  (GASB  27)  and  postemployment  benefits  (GASB  45)  focused  on  a  funding  approach.    This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OPEB asset/liability.  GASB 68 and 
GASB 75  take  an  earnings  approach  to  pension  and OPEB  accounting;  however,  the  nature of Ohio’s 
statewide pension/OPEB plans and state law governing those systems requires additional explanation in 
order to properly understand the information presented in these statements. 
 

GASB  68  and GASB  75  require  the  net  pension  liability  and  the  net  OPEB  asset/liability  to  equal  the 
Academy’s proportionate share of each plan’s collective: 
 

1. Present  value  of  estimated  future  pension/OPEB  benefits  attributable  to  active  and  inactive 

employees’ past service  

2. Minus plan assets available to pay these benefits 

GASB  notes  that  pension  and  OPEB  obligations,  whether  funded  or  unfunded,  are  part  of  the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, 
and the promise of a future pension and other postemployment benefits.  GASB noted that the unfunded 
portion of this promise is a present obligation of the government, part of a bargained‐for benefit to the 
employee, and should accordingly be reported by the government as a liability since they received the 
benefit of the exchange.  However, the Academy is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement  systems  to  provide  healthcare  to  eligible  benefit  recipients.    The  retirement  systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The  employee  enters  the  employment  exchange with  the  knowledge  that  the  employer’s  promise  is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a specific, 
legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the 
unfunded  liability  of  the  pension/OPEB  plan  as  against  the  public  employer.    State  law  operates  to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the  employment  exchange  with  notice  as  to  the  law.    The  retirement  system  is  responsible  for  the 
administration of the pension and OPEB plans 
 
Most long‐term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time‐off or termination payments.  There is no repayment 
schedule  for  the net  pension  liability  or  the  net OPEB  asset/liability.    As  explained  above,  changes  in 
benefits,  contribution  rates,  and  return on  investments  affect  the balance of  these  liabilities,  but  are 
outside the control of the  local government.    In the event that contributions,  investment returns, and 
other changes are insufficient to keep up with required payments, State statute does not assign/identify 
the responsible party for the unfunded portion.  Due to the unique nature of how the net pension liability 
and  the net OPEB  liability  are  satisfied,  these  liabilities  are  separately  identified within  the  long‐term 
liability section of the statement of net position. 
 
In accordance with GASB 68 and GASB 75,  the Academy’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB asset/liability, respectively, not accounted for 
as deferred inflows/outflows.  
 
Over time, net position can serve as a useful indicator of a government’s financial position. At June 30, 
2018, the Academy’s net position totaled ($2,822,152).  
 
There was a significant change in net pension / OPEB liability / asset for the Academy.  The fluctuations 
are due to changes in the actuarial liabilities / assets and related accruals that are passed through to the 
Academy’s  financial  statement.    All  components  of  pension  and  OPEB  accruals  contribute  to  the 
fluctuations  in deferred outflows /  inflows and net pension/OPEB  liabilities/asset and are described  in 
more detail in their respective notes. 
 
 
Statement of Revenues, Expenses and Changes in Net Position ‐ Table 2 shows the changes in Net Position 
for fiscal year 2019 and 2018, as well as a listing of revenues and expenses.   This change in Net Position 
is  important because it tells the reader that, for the Academy as a whole, the financial position of the 
Academy has improved or diminished. The cause of this may be the result of many factors, some financial, 
some  not.    Non‐financial  factors  include  the  current  laws  in  Ohio  restricting  revenue  growth,  facility 
conditions, required educational programs and other factors. Overall, the increase in Operating Revenues 
was a result of more students being enrolled over the prior year. Increased enrollment was also a driving 
force behind the increase in expenses. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 

2019 2018
Operating Revenues:
  State Aid 2,373,758$             2,067,531$          
  Miscellaneous 1,743 140
    Total Operating Revenues 2,375,501 2,067,671

Operating Expenses:
  Purchased Services 2,252,333 1,704,712
  Depreciation 29,376 16,784
  Supplies 60,304 37,902
  Other Operating Expense 34,942 39,643
    Total Operating Expenses 2,376,955 1,799,041

      Operating Income (Loss) (1,454) 268,630

Nonoperating Revenues and (Expenses):
  Federal and State Restricted Grants 550,864 585,845
  Other Grants -                          39,000
  Debt Forgiveness -                          250,000
  Interest Expense (24,830) (12,850)
    Net Nonoperating Revenues and (Expenses) 526,034                  861,995               

Change in Net Position 524,580$                1,130,625$          

Table 2
Statement of Revenues, Expenses and Changes in Net Position

 
Purchased services and State Aid increased due to the increase in enrollment and the application of GASB 
68/75.  In 2018, there was debt forgiveness associated with a management company agreement.  There 
was no forgiveness reported in 2019. 
 
 
 
 
 

        This space intentionally left blank 
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CAPITAL ASSETS  
 
At the end of fiscal year 2019, the Academy had $53,417 invested in capital assets (net of accumulated 
depreciation) for computers and software, furniture and equipment, and leasehold improvements. The 
following table shows fiscal year 2019 compared to 2018:        
 

For further information regarding the Academy’s capital assets, refer to Note 5 of the basic financial 
statements.   
 

DEBT 
 
In  July 2015, Accel Schools, a  related party,  retired  the promissory note  to Mosaica and  issued a new 
$1,243,181 promissory note to the Academy. The current note balance is $993,181 after the forgiveness 
of $250,000 in fiscal year 2018 related to the extension of the management agreement.    Interest only 
payments were made for the year ended June 30, 2019.  For further information regarding the Academy’s 
debt, refer to Note 6 to the basic financial statements. 
 

OPERATIONS 
 
Cleveland  Arts  and  Social  Sciences  Academy  is  a  nonprofit  corporation  established  pursuant  to  Ohio 
Revised Code Chapter 1702. The Academy offers education for Ohio children in grades K‐8. The Academy 
is  independent  of  any  Academy  and  is  nonsectarian  in  its  programs,  admission  policies,  employment 
practices, and all other operations. The Academy may lease or acquire facilities as needed and contract 
for any services necessary for the operation of the Academy.   
 

REQUESTS FOR INFORMATION 
 
This  financial  report  is designed  to provide citizens,  taxpayers,  investors, and creditors with a general 
overview of the Academy’s finances and to show the Academy’s accountability for the money it receives.  
If you have any question concerning  this  report, please contact  the Academy’s Fiscal Officer, C. David 
Massa, CPA of Massa Financial Solutions, LLC, 10701 Shaker Blvd., Cleveland, Ohio 44115. 
 
 

2019 2018 Change

Computers & Software 53,417$          43,697$        9,720$         
Total Capital Assets, Net 53,417$          43,697$        9,720$         

Capital Assets at June 30 (Net of Depreciation)
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CLEVELAND ARTS & SOCIAL SCIENCES ACADEMY ‐ CUYAHOGA COUNTY, OHIO 
Statement of Net Position 

June 30, 2019 
 

Assets:

Current Assets:

    Cash and Cash Equivalents 193,612$          

    Accounts Receivable  8,727

    Intergovernmental Receivable 101,110

    Prepaid Expense 96,661

      Total Current Assets 400,110

Noncurrent Assets:

   Net  OPEB Asset 103,892

    Capital  Assets, net of Accumulated Depreciation 53,417

      Total Noncurrent Assets 157,309

Total Assets 557,419            

Deferred Outflows of Resources:

    Pension 568,102            

    OPEB 42,520               

 Total Deferred Outflows of Resources 610,622            

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 13,866               

    Accounts Payable, Related Party 140,119            

    Accrued Expenses 34,544               

       Total Current Liabilities 188,529            

Noncurrent Liabilities:

  Net Pension Liability 1,786,724

  Net OPEB Liability 181,130

  Noncurrent Portion of Long‐term Debt 993,181

    Total Noncurrent Liabilities 2,961,035

       Total Liabilities 3,149,564

Deferred Inflows of Resources:

    Pension 560,613            

    OPEB 280,016            

 Total Deferred Inflows of Resources 840,629            

Net Position:

  Invested in Capital Assets 53,417

  Unrestricted Net Position (2,875,569)

  Total Net Position (2,822,152)$     

See Accompanying Notes to the Basic Financial Statements
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CLEVELAND ARTS & SOCIAL SCIENCES ACADEMY ‐ CUYAHOGA COUNTY, OHIO  

   
Statement of Revenues, 

Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2019 

 
 

Operating Revenues:

  State Aid 2,373,758$       

  Miscellaneous 1,743

    Total Operating Revenues 2,375,501

Operating Expenses:

  Purchased Services 2,252,333

  Depreciation 29,376

  Supplies 60,304

  Other Operating Expenses 34,942

    Total Operating Expenses 2,376,955

      Operating Loss (1,454)

Non‐Operating Revenues and (Expenses):

  Federal and State Restricted Grants  550,864

  Interest Expense (24,830)             

    Net Non‐operating Revenues and (Expenses) 526,034

Change in Net Position 524,580            

Net Position Beginning of Year (3,346,732)        

Net Position End of Year (2,822,152)$     

See Accompanying Notes to the Basic Financial Statements
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CLEVELAND ARTS & SOCIAL SCIENCES ACADEMY ‐ CUYAHOGA COUNTY, OHIO  

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2019 

 
 

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 2,354,569$     

Other Operating Receipts 8,035               

Cash Payments to Suppliers for Goods and Services (2,710,182)      

Net Cash Used For Operating Activities (347,578)         

CASH FLOWS FROM CAPITAL AND RELATED FINANCING  ACTIVITIES

Purchase of Assets (39,096)           

Net Cash Used for Capital and Related Financing Activities (39,096)           

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Federal and State Grant Receipts 469,714          

Note Payable Interest Payments (24,830)           

Net Cash Provided By Noncapital Financing Activities 444,884          

Net Increase in Cash and Cash Equivalents 58,210             

Cash and Cash Equivalents ‐ Beginning of the Year 135,402          

Cash and Cash Equivalents ‐ Ending of the Year 193,612$        

See Accompanying Notes to the Basic Financial Statements  
 
 

        
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

(Continued)
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CLEVELAND ARTS & SOCIAL SCIENCES ACADEMY ‐ CUYAHOGA COUNTY, OHIO  

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2019 

(Continued) 
 
 

Reconciliation of Operating Loss to Net Cash Used For Operating Activities

Operating Loss (1,454)$            

Adjustments to Reconcile Operating Loss

Net Cash Used For Operating Activities:

Depreciation 29,376             

Changes in Assets, Liabil ities, and Deferred Inflows and Outflows of Resources:

(Increase)/Decrease in Receivables (8,683)              

(Increase)/ Decrease in Deferred Outflows 306,031           

Increase/ (Decrease) in Deferred Inflows 434,450           

Increase/ (Decrease) in Net Pension Liabil ity (665,276)         

Increase/ (Decrease) in Accounts Payable, Trade (24,990)            

Increase/ (Decrease) in Accounts Payable, Related Party 7,284               

Increase/(Decrease) in Accrues Expenses 21,903             

(Increase)/Decrease in Prepaid Expenses (1,845)              

(Increase)/Decrease in Net OPEB Asset (103,892)         

Increase/ (Decrease) in Net OPEB Liabil ity (340,482)         

Net Cash Used For Operating Activities (347,578)$       

See Accompanying Notes to the Basic Financial Statements  
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NOTE 1 – DESCRIPTION OF THE ACADEMY 
 

The  Cleveland  Arts  and  Social  Sciences  Academy  (the  “Academy”)  is  a  federally  recognized  501(c)(3) 
nonprofit  corporation established pursuant  to Ohio Revised Code Chapter 1702.    The Academy offers 
education  for  Ohio  children  in  grades  K‐8.  The  Academy  is  independent  of  any  Academy  and  is 
nonsectarian  in  its programs, admission policies, employment practices, and all other operations. The 
Academy  may  lease  or  acquire  facilities  as  needed  and  contract  for  any  services  necessary  for  the 
operation of the academy.   
 
The Academy was approved for operation pursuant to Ohio Revised Code Chapter 3314 under a contract 
with Ohio Council of Community Schools (the Sponsor) for a period of three academic years commencing 
April 26, 2005 and ending June 30, 2009. The contract was subsequently renewed through June 30, 2016 
and  again  through  June  30,  2021.  The  Sponsor  is  responsible  for  evaluating  the  performance  of  the 
Academy and has the authority to deny renewal of the contract at its expiration or terminate the contract 
prior to its expiration.   
 
Ohio Revised Code Section 3314.02(E) states in part that the Academy operate under the direction of a 
Governing Board  that  consists  of  not  less  than  five  individuals who  are  not  owners  or  employees,  or 
immediate relatives or owners or employees of any for‐profit firm that operates or manages an academy 
for the Governing Board. The Board is responsible for carry out the provisions of the contract that include, 
but  are  not  limited  to,  state‐mandated  provision  regarding  student  population,  curriculum,  academic 
goals, performance standards, admission standards, and qualification of teachers.   
 
The  Academy  contracts  with  Accel  Schools,  LLC.,  for management  services  including management  of 
personnel and human resources, the program of instruction, marketing data management, purchasing, 
strategic planning, public relations, financial reporting, recruiting, compliance issues, budgets, contracts, 
and equipment and facilities. 
 

NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The  financial  statements  of  the  Academy  have  been  prepared  in  conformity with  generally  accepted 
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards 
Board  (GASB)  is  the  accepted  standard‐setting  body  for  establishing  governmental  accounting  and 
financial reporting principles.  The more significant of the Academy’s accounting policies are described 
below. 
 
Basis of Presentation ‐ The Academy’s basic financial statements consist of a statement of net position; a 
statement  of  revenues,  expenses,  and  changes  in  net  position;  and  a  statement  of  cash  flows.  The 
Academy uses a single enterprise presentation for its financial records.  Enterprise reporting focuses on 
the determination of operating income, changes in net position, financial position, and cash flows.   
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Measurement Focus  ‐  The  financial  statements are accounted  for using a  flow of economic  resources 
measurement  focus.  All  assets  and  deferred  outflows  of  resources  and  all  liabilities  and  all  deferred 
inflows of resources associated with the operation of the Academy are included on the statement of net 
position.    The  statement  of  revenues,  expenses,  and  changes  in  net  position  presents  increases  (e.g. 
revenues) and decreases (e.g. expenses) in net position.  The statement of cash flows reflects how the 
Academy finances meet its cash flow needs.  
 
Basis of Accounting  ‐ Basis of  accounting determines when  transactions are  recorded  in  the  financial 
records and reported on the financial statements. The Academy’s financial statements are prepared using 
the accrual basis of accounting. Revenue resulting from exchange transactions, in which each party gives 
and  receives essentially equal value,  is  recorded on  the accrual basis when  the exchange  takes place.  
Revenue  resulting  from  nonexchange  transactions,  in which  Academy  receives  value without  directly 
giving equal value in return, such as grants and entitlements, are recognized in the period in which all 
eligibility requirements have been satisfied.  Eligibility requirements include timing requirements, which 
specify the period when the resources are required to be used or the period when use is first permitted, 
matching requirements,  in which the Academy must provide local resources to be used for a specified 
purpose,  and  expenditure  requirements,  in  which  the  resources  are  provided  to  the  Academy  on  a 
reimbursement basis.  Expenses are recognized at the time they are incurred. 
 

Budgetary Process ‐ Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C). However, unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter 5705, unless specifically provided  in  the contract between the Academy and  its Sponsor. The 
contract between the Academy and its Sponsor does not require the Academy to follow the provisions 
Ohio Revised Code Chapter 5705; therefore, no budgetary information is presented in the basic financial 
statements.  

 
Cash and Cash Equivalents ‐ Cash received by the Academy is reflected as “Cash and Cash Equivalents” 
on the statement of net position.  The Academy had no investments during the fiscal year ended June 30, 
2019. 
 
Prepaid Items ‐ The Academy records payments made to vendors for services that will benefit periods 
beyond June 30, 2019, as prepaid items using the consumption method.  A current asset for the prepaid 
amount is recorded at the time of the purchase and an expense is reported in the year in which services 
are consumed. 
 
Capital Assets ‐ The Academy’s capital assets during fiscal year 2019 consisted of computers and software, 
furniture  and  equipment,  and  leasehold  improvements.    All  capital  assets  are  capitalized  at  cost  and 
updated for additions and retirements during the fiscal year.  Donated capital assets are recorded at their 
acquisition  value  as  of  the  date  received.  The  Academy  maintains  a  capitalization  threshold  of  one 
thousand  five  hundred  dollars.   The  Academy  does  not  have  any  infrastructure.    Improvements  are 
capitalized.  The costs of normal maintenance and repairs that do not add to the value of the asset or 
materially extend an asset’s life are not capitalized.
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
All  capital  assets,  except  land  and  construction  in  progress,  are  depreciated.  Improvements  are 
depreciated over the remaining useful lives of the related capital assets.  Depreciation is computed using 
the straight‐line method over the following useful lives:   
 

     

Description Useful Lives

Computer & Software  5 years

Furniture & Equipment 5-20 years

Leasehold Improvements  Remaining Life of the Lease

Net Position  ‐ Net position represents  the difference between assets, deferred outflows of  resources, 
liabilities,  and  deferred  inflows  of  resources.    Net  position  is  reported  as  restricted  when  there  are 
limitations imposed on their use either through the enabling legislation adopted by Academy or through 
external restrictions imposed by creditors, grantors, or laws or regulations of other governments.   The 
Academy  applies  restricted  resources  first  when  an  expense  is  incurred  for  purposes  for which  both 
restricted and unrestricted net position is available.  There is no enabling legislation at June 30, 2019. Net 
invested in capital assets of $53,417 represents capital assets, less accumulated depreciation.  
 
Operating Revenues and Expenses ‐ Operating revenues are those revenues that are generated directly 
from the primary activity of the Academy.  Operating expenses are necessary costs incurred to provide 
the  service  that  is  the  primary  activity  of  the Academy.    All  revenues  and  expenses  not meeting  this 
definition are reported as non‐operating. 
 
Deferred Inflows and Deferred Outflows of Resources ‐ In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of  resources  represent  a  consumption of  net  position  that  applies  to  a  future period  and will  not  be 
recognized  as  an  outflow  of  resources  (expense/expenditure)  until  then.    For  the  Academy,  deferred 
outflows of resources are reported on the statement of net position for pension and OPEB.  The deferred 
outflows of resources related to pension and OPEB plans are explained in Note 9 and 10.  
  
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. For the Academy, deferred inflows of resources include 
pension and OPEB. These amounts are deferred and recognized as an inflow of resources in the period 
the amounts become available.   Deferred  inflows of  resources  related to pension and OPEB plans are 
reported on the statement of net position. (See Note 9 and 10)  
 
Pensions/Other Postemployment Benefits  (OPEB)  ‐ For purposes of measuring  the net pension/OPEB 
asset/liability,  deferred  outflows  of  resources  and  deferred  inflows  of  resources  related  to 
pensions/OPEB,  and  pension/OPEB  expense,  information  about  the  fiduciary  net  position  of  the 
pension/OPEB plans and additions to/deductions from their fiduciary net position have been determined 
on the same basis as they are reported by the pension/OPEB plan.  For this purpose, benefit payments 
(including refunds of employee contributions) are recognized when due and payable in accordance with 
the benefit terms.  The pension/OPEB plans report investments at fair value. 
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Estimates  ‐ The preparation of  financial  statements  in  conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from those estimates.  

 
NOTE 3 ‐ CASH AND CASH EQUIVALENTS 
 
The Academy classifies deposits by category of risk as defined in GASB Statement No.3 “Deposits with 
Financial  Institutions,  Investments  (including  Repurchase  Agreements)  and  Reverse  Repurchase 
Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk Disclosures”. 
 
The Academy maintains its cash balances at Huntington Bank in Ohio. The balances are insured by the 
Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account. At June 30, 2019, 
the book amount of the Academy’s deposits was $193,612 and the bank balance was $195,222. None of 
the Academy’s bank balance was uninsured and exposed to custodial credit risk. 
 
NOTE 4 ‐ RECEIVABLES 
 
At  June 30,  2019,  the Academy had accounts  receivables  in  the  amount of  $8,727.  These  receivables 
represent monies for shared employee expense, which was not received as of June 30, 2019. The Academy 
also  had  intergovernmental  receivables  of  $101,110.  These  receivables  represent  monies  due  from 
Federal  programs,  which  were  not  received  as  of  June  30,  2019.  All  receivables  are  expected  to  be 
collected within one year.  
 

NOTE 5 – CAPITAL ASSETS 
 
Capital asset activity for the fiscal year ended June 30, 2019, was as follows:   

Balance Balance
06/30/18 Additions Deletions 06/30/19

Capital Assets:
Computers & Software 178,741$      39,096$        -$               217,837$       
Furniture & Equipment 205,880        -                  -                205,880         
Leasehold Improvements 2,400           -                  -                2,400            

Total Capital Assets 387,021        39,096          -                426,117         

Less Accumulated Depreciation:
Computers & Software (135,044)       (29,376)         -                (164,420)        
Furniture & Equipment (205,880)       -                  -                (205,880)        
Leasehold Improvements (2,400)          -                  -                (2,400)           
Total Accumulated Depreciation (343,324)       (29,376)         -                (372,700)        

Total Capital Assets, Net 43,697$        9,720$          -$               53,417$         
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NOTE 6 – LONG‐TERM OBLIGATIONS 
 
Changes in the Academy’s long‐term obligations during fiscal year 2019 were as follows: 
 

     
In  consideration of  the  agreement executed  in  2015,  the management  company agreed  to  forgive or 
restructure the debt formerly owed to Mosaica and assumed by Accel Schools as part of its purchase of 
Mosaica’s assets. In fiscal year 2016, $500,000 in debt was forgiven, including the remaining balance on a 
$300,000 promissory note to Mosaica Inc. The remainder, $1,243,181 of certain related party accounts 
payable and long‐term obligations is restructured as a note payable to Accel Schools, Inc. with a term of 
20 years and an interest rate of 2.5%. No payments shall be made on principal during the term of the 
refinanced note unless the Academy is operating at a surplus. In fiscal 2019, interest on the note totaled 
$24,830.    Should  the Academy  renew  the management  agreement  at  the  end of  fiscal  year  2023  for 
another  five  years,  an  additional  $250,000  of  debt  shall  be  forgiven.  There  are  no  penalties  for 
prepayment on the note.  In the event of default, the lender, at it’s option may increase the interest rate 
up to 5.00 percentage points over the interest rate or any lessor amount permitted by law.  Defaults are 
defined as late payments, failure to comply with the management agreement, making false statements, 
dissolutions or insolvency, forfeiture proceedings, or school closure. Future obligations under the note 
are as follows: 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 Balance 
6/30/2018 Additions Reductions

Balance 
6/30/2019

Due within One 
Year

Pension/OPEB Liability:
Net Pension Liability 2,452,000$   -$              (665,276)$      1,786,724$       -$                
Net OPEB Liability 521,612        -               (340,482)       181,130           -                  

Total Pension/OPEB Liability 2,973,612     -                (1,005,758)     1,967,854         -                  

Direct Borrowing:
Accel Schools - Notes Payable 993,181        -               -               993,181           -                  

Total Long-Term Obligations 3,966,793$   -$              (1,005,758)$   2,961,035$       -$                

Year Ending June 30: Principal Interest

2020 ‐$                     31,080$          

2021 ‐                       31,080             

2022 ‐                       31,080             

2023 ‐                       31,080             

2024 ‐                       31,080             

2025‐2029 ‐                       155,400          

2030‐2034 ‐                       155,400          

2035‐2039 ‐                       155,400          

2040‐2044 ‐                       155,400          

2045‐2046 993,181              95,830             

Total 993,181$            872,830$        

Promissory Note
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NOTE 7 – RISK MANAGEMENT 
 
The Academy is exposed to various risks of loss related to: torts, theft of, damage to, and destruction of 
assets, errors and omissions, injuries to employees, and natural disasters.   During fiscal year 2019, the 
Academy  contracted with  Pashley  Insurance Agency  to  provide  insurance  coverage with  the Hanover 
Insurance Companies.  
 
Settled claims have not exceeded this commercial coverage in the prior three years and there have been 
no significant reductions in insurance coverage from the prior year. 
 

General Liability:   
Each Occurrence  $   1,000,000 
Aggregate Limit  $   2,000,000 

Products‐Completed Operations Aggregate Limit  $   2,000,000 

Medical Expense Limit – Any One 
Person/Occurrence 

$        15,000 

Damage to Rented Premises‐Each Occurrence  $      500,000 
 

Personal and Advertising Injury  $   1,000,000 

Automotive Liability:  $         50,000 
Combined Single Limit  $   1,000,000 
Property:   
Building   $   3,000,000 
Business Personal Property/Modulars  $   1,200,000 

Excess/Umbrella Liability:   
Each Occurrence  $   5,000,000 
Aggregate Limit  $   5,000,000 

 
 
NOTE 8 – PURCHASED SERVICES 
 
For the fiscal year ended June 30, 2019, purchased service expenses were as follows: 

 
 

 
 
 
 
 
 
 
 

Amounts included above include pension/OPEB expense discussed further in notes 9 and 10.  

Personnel Services 894,286$         
Professional Services 521,888          
Property Services 516,468          
Utilities 132,969          
Travel and Meetings 2,589              
Communications 28,402            
Contractual Trade 152,012          
Pupil transportation 3,719              

2,252,333$      
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NOTE 9 – DEFINED BENEFIT PENSIONS PLANS 
 
Net Pension Liability 
 
The net pension liability reported on the statement of net position represents a liability to employees for 
pensions.  Pensions  are  a  component  of  exchange  transactions—between  an  employer  and  its 
employees—of salaries and benefits for employee services.  Pensions are provided to an employee—on a 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for pensions is a present obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long‐
term  variables,  including  estimated  average  life  expectancies,  earnings  on  investments,  cost  of  living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   

 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy  cannot  control  benefit  terms  or  the manner  in which  pensions  are  financed;  however,  the 
Academy  does  receive  the  benefit  of  employees’  services  in  exchange  for  compensation  including 
pension.  

 
GASB 68  assumes  the  liability  is  solely  the obligation of  the  employer,  because  (1)  they benefit  from 
employee  services;  and  (2)  State  statute  requires  all  funding  to  come  from  these  employers.    All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State  legislature.   Any resulting  legislative change to benefits or funding could 
significantly affect the net pension liability.  Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net pension liability 
on  the  accrual  basis  of  accounting.    Any  liability  for  the  contractually‐required  pension  contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   
 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Plan  Description  –  Academy  non‐teaching  employees  participate  in  SERS,  a  statewide,  cost‐sharing 
multiple‐employer  defined  benefit  pension  plan  administered  by  SERS.    SERS  provides  retirement, 
disability and survivor benefits  to plan members and beneficiaries.   Authority  to establish and amend 
benefits  is provided by Ohio Revised Code Chapter 3309.   SERS issues a publicly available, stand‐alone 
financial  report  that  includes  financial  statements,  required  supplementary  information  and  detailed 
information about SERS’ fiduciary net position.  That report can be obtained by visiting the SERS website 
at www.ohsers.org under Employers/Audit Resources.  
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NOTE 9 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description ‐ School Employees Retirement System (SERS) – continued  
 
Age and service requirements for retirement are as follows: 
  

 
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the  Academy  is  required  to  contribute  14  percent  of  annual  covered  payroll.    The  contribution 
requirements  of  plan  members  and  employers  are  established  and  may  be  amended  by  the  SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent for 
employers.    The  Retirement  Board,  acting  with  the  advice  of  the  actuary,  allocates  the  employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B 
Fund, and Health Care Fund).  For the fiscal year ended June 30, 2019, the allocation to pension, death 
benefits, and Medicare B was 13.5 percent.  SERS allocated 0.5 percent of employer contributions to the 
Health Care Fund for fiscal year 2019. 
 
The Academy’s contractually required contribution to SERS was $32,198 for fiscal year 2019. 
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – Academy licensed teachers and other faculty members participate in STRS Ohio, a cost‐
sharing multiple‐employer  public  employee  retirement  system  administered  by  STRS.    STRS  provides 
retirement and disability benefits  to members and death and survivor benefits  to beneficiaries.    STRS 
issues  a  stand‐alone  financial  report  that  includes  financial  statements,  required  supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215‐3771, by calling (888) 227‐7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New  members  have  a  choice  of  three  retirement  plans;  a  Defined  Benefit  (DB)  Plan,  a  Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307. 
For the DB Plan, from August 1, 2015–July 1, 2017, any member could retire with reduced benefits who 
had (1) five years of service credit and age 60; (2) 26 years of service credit and age 55; or (3) 30 years of 
service credit regardless of age. Effective August 1, 2017–July 1, 2019, any member may retire with  

 

Eligible to Retire before Eligible to Retire on or after

August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or

Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
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NOTE 9 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description ‐ State Teachers Retirement System (STRS) – continued  
 
reduced benefits who has (1) five years of service credit and age 60; (2) 27 years of service credit and age 
55; or  (3) 30 years of service credit  regardless of age. Eligibility changes will  continue to be phased  in 
through August 1, 2026, when retirement eligibility for unreduced benefits will be five years of service 
credit and age 65, or 35 years of  service credit and at  least age 60. Retirement eligibility  for  reduced 
benefits will be five years of service credit and age 60, or 30 years of service credit regardless of age. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.    The  remaining 4.5 percent of  the 14 percent employer  rate  is  allocated  to  the defined 
benefit unfunded liability.  Effective July 1, 2017, employer contributions of 9.53 percent are placed in the 
investment accounts and the remaining 4.47 percent of the 14 percent employer rate is allocated to the 
defined benefit unfunded  liability. A member  is eligible  to  receive a  retirement benefit at age 50 and 
termination of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum 
withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
In the Combined Plan, member contributions are allocated among investment choices by the member, 
and employer contributions are used to fund a defined benefit payment. A member’s defined benefit is 
determined by multiplying one percent of the member’s final average salary by the member’s years of 
service credit. The defined benefit portion of the Combined Plan payment is payable to a member on or 
after age 60 with five years of service. The DC portion of the account may be taken as a  lump sum or 
converted to a lifetime monthly annuity at age 50 and termination of employment. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another  STRS plan.    The optional  annuitization of  a member’s defined  contribution account or  the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of  investment gain or  loss on the account.   STRS has therefore  included all three plan 
options as one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with  five or more years of credited service who  is determined to be 
disabled  may  qualify  for  a  disability  benefit.    Eligible  survivors  of  members  who  die  before  service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance.  
 
Funding  Policy  –  Employer  and  member  contribution  rates  are  established  by  the  State  Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2019, plan members were required to contribute 14 percent of their annual covered salary. The School  
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NOTE 9 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 
District was required to contribute 14 percent; the entire 14 percent was the portion used to fund pension 
obligations.  The fiscal year 2019 contribution rates were equal to the statutory maximum rates. 

 
The Academy’s contractually required contribution to STRS was $107,137 for fiscal year 2019.   
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
 
The net pension liability was measured as of June 30, 2018, and the total pension liability used to calculate 
the  net  pension  liability  was  determined  by  an  independent  actuarial  valuation  as  of  that  date.  The 
Academy's employer allocation percentage of the net pension liability was based on the employer’s share 
of  employer  contributions  in  the  pension  plan  relative  to  the  total  employer  contributions  of  all 
participating  employers.  Following  is  information  related  to  the  proportionate  share  and  pension 
expense: 
 

 
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual  investment earnings, differences between expected and 
actual  actuarial  experience,  changes  in  assumptions  and  changes  in  the Academy’s  proportion of  the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense  over  current  and  future  periods.  The  difference  between  projected  and  actual  investment 
earnings is recognized in pension expense using a straight line method over a five year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight line method. Employer 
contributions to the pension plan subsequent to the measurement date are also required to be reported 
as a deferred outflow of resources.  
 
 
 
 

 

SERS STRS Total

Proportion of the Net Pension Liability

  Prior Measurement Date 0.00701710% 0.00855705%

Proportion of the Net Pension Liability

  Current Measurement Date 0.00637570% 0.00646531%

Change in Proportionate Share -0.00064140% -0.00209174%

Proportionate Share of the Net Pension

  Liability 365,148               1,421,576            1,786,724            

Pension Expense (2,233)                  17,651                 15,418                 
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NOTE 9 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 
At June 30, 2019 the Academy reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  
 

 
$139,335  reported  as  deferred  outflows  of  resources  related  to  pension  resulting  from  Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2020.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to pension will be recognized in pension expense as follows:  
 
 
 
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 20,024                 32,816                 52,840                 

Changes of assumptions 8,247                   251,930               260,177               

Net difference between projected and

  actual earnings on pension plan investments -                       -                       -                       

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 15,053                 100,697               115,750               

Academy contributions subsequent to the 

  measurement date 32,198                 107,137               139,335               

Total Deferred Outflows of Resources 75,522                 492,580               568,102               

-                       -                       

Deferred Inflows of Resources

Differences between expected and

  actual experience -                       9,283                   9,283                   

Changes of assumptions -                       -                       -                       

Net difference between projected and

  actual earnings on pension plan investments 10,119                 86,202                 96,321                 

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 58,498                 396,511               455,009               

Total Deferred Inflows of Resources 68,617                 491,996               560,613               
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NOTE 9 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 

 
Actuarial Assumptions ‐ SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67, 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment terminations).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits  for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and  the historical pattern of  sharing benefit  costs between  the employers and plan 
members  to  that point.  The projection of benefits  for  financial  reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long‐term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the  benefits,  if  any,  paid  to  the  employee  after  termination  of  employment  until  the  death  of  the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key  methods  and  assumptions  used  in  calculating  the  total  pension  liability  in  the  latest  actuarial 
valuation, prepared as of June 30, 2018, are presented below: 
 
 
 
 
 
 

SERS STRS Total

Fiscal Year Ending June 30:

2020 5,964                   5,762                    11,726                 

2021 (16,170)                19,942                  3,772                   

2022 (11,985)                (35,930)                 (47,915)                

2023 (3,102)                  (96,327)                 (99,429)                

-                       

-                                             -                       

Total (25,293)                (106,553)               (131,846)              
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NOTE 9 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS – continued  
 

 
 
For post‐retirement mortality, the table used in evaluating allowances to be paid is the RP‐2014 Blue Collar 
Mortality Table with fully generational projection and Scale BB, with 120 percent of male rates and 110 
percent of female rates used. The RP‐2000 Disabled Mortality Table with 90 percent for male rates and 
100 percent for female rates set back five years is used for the period after disability retirement.  
 
The  long‐term  return  expectation  for  the  Pension  Plan  Investments  has  been  determined  by  using  a 
building‐block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A  forecasted  rate  of  inflation  serves  as  the  baseline  for  the  return  expectation.    Various  real  return 
premiums over  the baseline  inflation  rate have been established  for  each asset  class.    The  long‐term 
expected nominal rate of return has been determined by calculating an arithmetic weighted average of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the expected return from rebalancing uncorrelated asset classes. The asset allocation, as used in the June 
30, 2015 five‐year experience study, is summarized as follows: 
 

 
 
Discount  Rate  ‐  Total  pension  liability  was  calculated  using  the  discount  rate  of  7.50  percent.  The 
projection of cash flows used to determine the discount rate assumed that employers would contribute 
the  actuarially  determined  contribution  rate  of  projected  compensation  over  the  remaining  26‐year 
amortization  period  of  the  unfunded  actuarial  accrued  liability.  Projected  inflows  from  investment 
earnings were calculated using the long‐term assumed investment rate of return (7.50 percent). Based on 
those assumptions, the plan’s fiduciary net position was projected to be available to make all future  
 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)
COLA or Ad Hoc COLA 2.50 percent, on and after April 1, 2018, COLA's for future retirees 

will be delayed for three years following commencement

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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NOTE 9 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS – continued  
 
benefit payments of current plan members. Therefore, the long‐term expected rate of return on pension 
plan investments was applied to all periods of projected benefits to determine the total pension liability.  
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the  following table presents  the Academy’s proportionate share of  the net pension  liability calculated 
using the discount rate of 7.50 percent, as well as what the Academy’s net pension liability would be if it 
were calculated using a discount rate that is one percentage point lower (6.50 percent), or one percentage 
point higher (8.50 percent) than the current rate. 

  
 
Actuarial Assumptions ‐ STRS 
 
The  total  pension  liability  in  the  July  1,  2018  actuarial  valuation was  determined  using  the  following 
actuarial assumptions, applied to all periods included in the measurement:  
 

 
 
Post‐retirement mortality rates are based on RP‐2014 Annuitant Mortality Table with 50 percent of rates 
through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 and 
84, and 100 percent of rates thereafter, projected forward generationally using mortality improvement 
scale MP‐2016; pre‐retirement mortality rates are based on RP‐2014 Employee Mortality Table, projected 
forward generationally using mortality improvement scale MP‐2016. 
 
The actuarial assumptions used in the July 1, 2018 valuation, were adopted by the board from the results 
of an actuarial experience study for July 1, 2011, through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 
 

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

Academy's proportionate share

  of the net pension liability $514,339 $365,148 $240,062

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Projected Payroll Growth 3.00 percent
Cost-of-Living Adjustments 0.00 percent
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NOTE 9 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – STRS – continued  
 

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.  Over  a  30‐year  period,  STRS’  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2018. The projection of cash flows used to determine the discount rate assumes that employer and 
member contributions will be made at statutory contribution rates of 14 percent each. For this purpose, 
only  employer  contributions  that  are  intended  to  fund  benefits  of  current  plan  members  and  their 
beneficiaries are included. Based on those assumptions, STRS’ fiduciary net position was projected to be 
available to make all projected future benefit payments to current plan members as of June 30, 2018. 
Therefore, the long‐term expected rate of return on pension plan investments of 7.45 percent was applied 
to all periods of projected benefit payments to determine the total pension liability as of June 30, 2018. 
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the Academy's proportionate share of the net pension liability as of 
June 30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as 
what the Academy's proportionate share of the net pension liability would be if it were calculated using a 
discount  rate  that  is  one‐percentage‐point  lower  (6.45 percent)  or  one‐percentage‐point  higher  (8.45 
percent) than the current assumption:  

  
 
 
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share

  of the net pension liability $2,076,025 $1,421,576 $867,674
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS 
 
Net OPEB Asset/Liability 

 
The net OPEB asset/liability reported on the statement of net position represents an asset or liability to 
employees  for  OPEB.  OPEB  is  a  component  of  exchange  transactions‐–between  an  employer  and  its 
employees—of salaries and benefits for employee services.   OPEB are provided to an employee—on a 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services  each  financial  period.    The  obligation  to  sacrifice  resources  for  OPEB  is  a  present  obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net OPEB asset/liability represents the Academy’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB asset/liability calculation is dependent on critical long‐
term  variables,  including  estimated  average  life  expectancies,  earnings  on  investments,  cost  of  living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting these estimates annually.   

 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which OPEB are financed; however, the Academy 
does receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the asset/liability is solely that of the employer, because they benefit from employee 
services.   OPEB contributions come from these employers and health care plan enrollees, which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio Revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
to benefits or funding could significantly affect the net OPEB asset/liability. Resulting adjustments to the 
net OPEB asset/liability would be  effective when  the  changes  are  legally  enforceable.  The  retirement 
systems may allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net OPEB asset/ 
liability on the accrual basis of accounting.  Any liability for the contractually‐required OPEB contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   

 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Health Care Plan Description ‐ The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non‐certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a 
cost‐sharing  other  postemployment  benefit  (OPEB)  plan.    SERS’ Health Care  Plan provides  healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the death of a member or retiree, are eligible for SERS’ health care coverage. Most retirees and  
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Plan Description ‐ School Employees Retirement System (SERS) – continued  
 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self‐insured preferred provider 
organization  for  its  non‐Medicare  retiree  population.  For  both  groups,  SERS  offers  a  self‐insured 
prescription drug program. Health care  is a benefit  that  is permitted, not mandated, by  statute.    The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the 
plan selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding  Policy  ‐  State  statute  permits  SERS  to  fund  the  health  care  benefits  through  employer 
contributions.    Each  year,  after  the  allocation  for  statutorily  required  pensions  and  benefits,  the 
Retirement Board may allocate  the  remainder of  the employer  contribution of 14 percent of  covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2019, 0.5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro‐rated if 
less than a full year of service credit was earned. For fiscal year 2019, this amount was $21,600. Statutes 
provide that no employer shall pay a health care surcharge greater than 2.0 percent of that employer’s 
SERS‐covered payroll; nor may SERS collect  in aggregate more than 1.5 percent of  the  total statewide 
SERS‐covered  payroll  for  the  health  care  surcharge.    For  fiscal  year  2019,  the  Academy’s  surcharge 
obligation was $4,386.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The Academy’s contractually required contribution to SERS was 
$5,579 for fiscal year 2019.     
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost‐sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part 
B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the 
report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227‐7877. 
 
 
 

Attachment 26: Audited Financial Statements Page 1185



CLEVELAND ARTS AND SOCIAL SCIENCES ACADEMY ‐ CUYAHOGA COUNTY, OHIO 
 

NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2019 
 

32 
 

NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Funding  Policy  –  Ohio  Revised  Code  Chapter  3307  authorizes  STRS  to  offer  the  Plan  and  gives  the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed  
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees,  for  the most  recent  year,  pay  a  portion  of  the  health  care  costs  in  the  form of  a monthly 
premium.  Under Ohio law, funding for post‐employment health care may be deducted from employer 
contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2019, STRS did 
not allocate any employer contributions to post‐employment health care.   
 
OPEB Assets/Liabilities, OPEB Expense, and Deferred Outflows/Inflows of Resources Related to OPEB  
 
The net OPEB asset/liability was measured as of June 30, 2018, and the total OPEB asset/liability used to 
calculate  the  net  OPEB  asset/liability  was  determined  by  an  actuarial  valuation  as  of  that  date.  The 
Academy's proportion of the net OPEB asset/liability was based on the Academy's share of contributions 
to the respective retirement systems relative to the contributions of all participating entities.  Following 
is information related to the proportionate share and OPEB expense: 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

SERS STRS Total

Proportion of the Net OPEB Liability

  Prior Measurement Date 0.00699580% 0.00855705%

Proportion of the Net OPEB Liability/asset

  Current Measurement Date 0.00652890% 0.00646531%

Change in Proportionate Share -0.00046690% -0.00209174%

Proportionate Share of the Net OPEB

  Liability/(asset) 181,130               (103,892)              77,238                 

OPEB Expense (5,982)                  (233,391)              (239,373)              
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
At June 30, 2019, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  
 

 
$5,579 reported as deferred outflows of resources related to OPEB resulting from Academy contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending  June 30, 2020.   Other amounts  reported as deferred outflows of  resources and deferred 
inflows of resources related to OPEB will be recognized in OPEB expense as follows:  
 
 
 
 
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 2,957$                 12,135$               15,092$               

Changes of assumptions -                       -                       -                       

Net difference between projected and

  actual earnings on OPEB plan investments -                       -                       -                       

Changes in proportion and differences

    between contributions and proportionate

    share of contributions -                       21,849                 21,849                 

Academy contributions subsequent to the 

  measurement date 5,579                   -                       5,579                   

Total Deferred Outflows of Resources 8,536$                 33,984$               42,520$               

-                       -                       

Deferred Inflows of Resources

Differences between expected and

  actual experience -$                     6,053$                 6,053$                 

Changes of assumptions 16,274                 141,559               157,833               

Net difference between projected and

  actual earnings on OPEB plan investments 271                      11,869                 12,140                 

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 29,450                 74,540                 103,990               

Total Deferred Inflows of Resources 45,995$               234,021$             280,016$             
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 

 
 
Actuarial Assumptions ‐ SERS 
 
The  total  OPEB  liability  was  determined  by  an  actuarial  valuation  as  of  June  30,  2018.  The  actuarial 
assumptions used in the valuation are based on results from the most recent actuarial experience study, 
which covered the five‐year period ending June 30, 2015. The experience study report is dated April 2016. 
The total OPEB liability used the following assumptions and other inputs: 
 

 
 
Mortality rates were based on the RP‐2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of  female rates. RP‐2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The long‐term expected rate of return on plan factors are considered in evaluating the long‐term rate of 
return assumption including long‐term historical data, estimates inherent in current market data, and a 
long‐normal distribution analysis  in which best‐estimate ranges of expected future real rates of return 
were developed by the investment consultant for each major asset class. These ranges were combined to  

 
 
 

SERS STRS Total

Fiscal Year Ending June 30:

2020 (19,160)                       (34,434)                       (53,594)                       

2021 (15,194)                       (34,434)                       (49,628)                       

2022 (2,619)                         (34,436)                       (37,055)                       

2023 (5,360)                         (56,585)                       (61,945)                       

2024 (502)                            (18,368)                       (18,870)                       

Thereafter (203)                            (21,780)                       (21,983)                       

Total (43,038)                       (200,037)                     (243,075)                     

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Municipal Bond Index Rate

Measurement Date 3.62 percent
Prior Measurement Date 3.56 percent

Single Equivalent Interest Rate
Measurement Date 3.70 percent, net of plan investment expense, including price inflation
Prior Measurement Date 3.63 percent, net of plan investment expense, including price inflation

Health Care Cost Trend Rate
Medicare 5.375 percent - 4.75 percent
Pre-Medicare 7.25 percent - 4.75 percent
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – SERS – continued  
 
produce the long‐term expected rate of return, 7.50 percent, by weighting the expected future real rates 
of return by the target asset allocation percentage and then adding expected inflation. The capital market 
assumptions developed by the investment consultant are intended for use over a 10‐year horizon and 
may not be useful in setting the long‐term rate of return for funding pension plans which covers a longer 
timeframe.  The assumption  is  intended  to be  a  long‐term assumption and  is  not  expected  to  change 
absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental 
change in the market that alters expected returns in future years. 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 
as used in the June 30, 2015 five‐year experience study, are summarized as follows: 
 

 
 

Discount  Rate  The  discount  rate  used  to measure  the  total  OPEB  liability  at  June  30,  2018 was  3.70 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2018 was 3.63 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be made 
from members and the System at the contribution rate of 2.00 percent of projected covered payroll each 
year, which includes a 1.50 percent payroll surcharge and 0.50 percent of contributions from the basic 
benefits  plan.  Based  on  these  assumptions,  the  OPEB  plan’s  fiduciary  net  position  was  projected  to 
become  insufficient  to  make  future  benefit  payments  during  the  fiscal  year  ending  June  30,  2026. 
Therefore,  the  long‐term expected  rate of  return on OPEB plan assets was used  to present  value  the 
projected  benefit  payments  through  the  fiscal  year  ending  June  30,  2025  and  the  Fidelity  General 
Obligation 20‐year Municipal Bond Index rate of 3.62 percent, as of June 30, 2018 (i.e., municipal bond 
rate), was used to present value the projected benefit payments for the remaining years in the projection. 
The total present value of projected benefit payments  from all  years was then used to determine the 
single rate of return that was used as the discount rate. The projection of future benefit payments for all 
current plan members was until the benefit payments ran out. 
 
Sensitivity of the Academy's Proportionate Share of the Net OPEB Liability to Changes in the Discount 
Rate and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in 
the discount rate and the health care cost trend rate. The following table presents the net  

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – SERS – continued  
 
OPEB liability and what the net OPEB liability would be if it were calculated using a discount rate that is 
one percentage point lower (2.70 percent) and higher (4.70 percent) than the current discount rate (3.70 
percent). Also shown is what the net OPEB liability would be based on health care cost trend rates that 
are one percent lower (6.25 percent decreasing to 3.75 percent) and one percent higher (8.25 percent 
decreasing to 5.75 percent) than the current rate. 
  

 

   
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2018, actuarial valuation are presented below:   

 

 
 

Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 
For  healthy  retirees  the mortality  rates  are  based  on  the  RP‐2014 Annuitant Mortality  Table with  50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between 
ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality 
improvement scale MP‐2016. For disabled retirees, mortality rates are based on the RP‐2014 Disabled 
Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected forward 
generationally using mortality improvement scale MP‐2016. 
 

Current

1% Decrease Discount Rate 1% Increase

(2.70%) (3.70%) (4.70%)

Academy's proportionate share

  of the net OPEB liability $219,786 $181,130 $150,520

Current

1% Decrease Trend Rate 1% Increase

(6.25 % decreasing (7.25 % decreasing (8.25 % decreasing

to 3.75%) to 4.75%) to 5.75%)

Academy's proportionate share

  of the net OPEB liability $146,138 $181,130 $227,464

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Health Care Cost Trend Rates -5.23 percent to 9.62 percent, initial, 4.00 percent ultimate
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – STRS – continued  
 
Actuarial  assumptions  used  in  the  June  30,  2018,  valuation  are  based  on  the  results  of  an  actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.    Over  a  30‐year  period,  STRS'  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total OPEB asset/liability was 7.45 percent as of 
June 30, 2018. The projection of cash flows used to determine the discount rate assumed STRS continues 
to allocate no employer contributions to the health care fund. Based on those assumptions, the OPEB 
plan’s fiduciary net position was projected to be available to make all projected future benefit payments 
to current plan members as of June 30, 2018. Therefore, the long‐term expected rate of return on health 
care  plan  investments  of  7.45  percent  was  applied  to  all  periods  of  projected  benefit  payments  to 
determine the total OPEB liability as of June 30, 2018.  
 
Sensitivity  of  the Academy’s  Proportionate  Share of  the Net OPEB Asset/Liability  to  Changes  in  the 
Discount and Health Care Cost Trend Rate The following table represents the net OPEB asset/liability as 
of June 30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as 
what the net OPEB asset/liability would be if it were calculated using a discount rate that is one percentage 
point lower (6.45 percent) or one percentage point higher (8.45 percent) than the current assumption. 
Also shown is the net OPEB liability as of June 30, 2018, calculated using health care cost trend rates that 
are one percentage point lower or one percentage point higher than the current health care cost trend 
rates. 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – STRS – continued  
 

 

  
 
NOTE 11 ‐ CONTINGENCIES 
 
Grants ‐ The Academy received financial assistance from federal and state agencies in the form of grants. 
The disbursement of funds received under these programs generally requires compliance with terms and 
conditions  specified  in  the  grant  agreements  and  are  subject  to  audit  by  the  grantor  agencies.    Any 
disallowed claims resulting from such audits could become a liability of the Academy.  However, in the 
opinion of management, any such disallowed claims will not have a material adverse effect on the overall 
financial position of the Academy at June 30, 2019. 
 
Litigation ‐ There are currently no matters in litigation with the Academy as defendant. 

 
Full‐Time Equivalency ‐ Academy foundation funding is based on the annualized full‐time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for  Foundation  funding  purposes.   Community  schools  must  provide  documentation  that  clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  

 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation  funding  due  to  a  lack  of  evidence  to  support  student  participation  and  other matters  of 
noncompliance. ODE did not perform such a review on the School for fiscal year 2019.  

 
As of the date of this report, all ODE adjustments have been completed. 
 
 
 
 
 
 

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share

  of the net OPEB asset $89,044 $103,892 $116,369

Current

1% Decrease Trend Rate 1% Increase

Academy's proportionate share

  of the net OPEB asset $115,664 $103,892 $91,934

Attachment 26: Audited Financial Statements Page 1192



CLEVELAND ARTS AND SOCIAL SCIENCES ACADEMY ‐ CUYAHOGA COUNTY, OHIO 
 

NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2019 
 

39 
 

 

NOTE 11 – CONTINGENCIES (Continued) 
 
In addition, the School’s contract with their Sponsor and management company require payment based 
on revenues received from the State.  As discussed above, all ODE adjustments through fiscal year 2019 
have been completed. A reconciliation between payments previously made and the FTE adjustments has 
taken place with these contracts.  

 
NOTE 12 – BUILDING LEASES 
 
In October 2008, the Academy entered into a lease agreement with Springfield Investment Properties, 
LLC, a wholly owned subsidiary of Mosaica Education, Inc., for use of a school facility. This new facility was 
put  into  service  in  August  2010,  the  commencement  date  of  the  lease.  The  lease  term  is  the 
commencement date through June 2020. The annual base rent for the new facility was $415,000 subject 
to adjustment for investments made by the landlord for site improvements.  
 
On January 9, 2015, the Academy signed a second amendment to the lease for the building that houses 
the Academy, in which Accel Schools was substituted as the landlord for Mosaica Education, Inc. On July 
31, 2015 a third amendment to the lease was signed between the Academy and Accel Schools, LLC,  in 
which the Annual base rent under the third amended lease is $471,400. Beginning on January 9, 2016 and 
continuing on each subsequent anniversary of the commencement date (adjustment date) the rent will 
be adjusted by the CPI for the month that is 16 months before the adjustment date. 
 
The Academy paid $494,548 for rent during the fiscal year 2019. Under the lease agreement, the Academy 
is responsible for payment of all utilities and repairs and maintenance. The future minimum payments 
required under the facility lease are as follows: 
 

 
 
 
 

NOTE 13 ‐ SPONSOR 
 
The Academy was approved for operation under a contract with the Ohio Council of Community Schools 
Council (the Sponsor) for a period of three academic years commencing April 26, 2005 and ending on June 
30, 2009. Contract extensions were executed extending the contract period through June 30, 2016 and 
through June 30, 2021. As part of this contract, the Sponsor is entitled to a maximum of three percent of 
all revenues. Total Sponsor Fees incurred during fiscal year 2019 was $68,401. 

 
   

Year Ending June 30: Amount

2020 471,400$         
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NOTE 14 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES 
 
The Academy entered into an agreement with Accel Schools, a management company, to provide legal, 
financial, and other management support services for fiscal year 2019. The agreement was for a period of 
five  years  beginning  July  1,  2015. Management  fees  are  calculated  as  12.5%  of  the  Academy’s  State 
Revenue, plus $20,000 for managing Federal Funds. The total amount due from the Academy for the fiscal 
year ending June 30, 2019 was $305,394 and is included under “Purchased Services” on the Statement of 
Revenues, Expenses and Changes in Net Position. 
 
Also per the management agreement there are expenses that will be billed to the Academy based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of Accel employees working 
in at the Academy and other costs related to providing education and administrative services. The total 
amount billed to the Academy inclusive of management fees during fiscal year 2019 was $1,161,386. 
 
The following is a summary of the management company expenses during fiscal year 2019: 
 

 
 
Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro‐rated based on 
full time equivalent (FTE) head count as of June 30, 2019 by each school it manages.  
 

   

 Cleveland Arts & Social Sciences Academy 

 Regular Instruction
(1100 Function Codes) 

 Special Instruction
(1200 Function Codes) 

 Support Services
(2000 Function Codes) 

 Total 

                                1,100                                 1,200                                 2,000 
Direct Expenses: 
Salaries & Wages (100 Object Codes) 679,203                           111,944                           171,489                           962,636             
Employees’ Benefits (200 Object Codes) 111,100                           35,089                             24,802                             170,991             
Professional & Technical Services (410 Object Codes) 27,091                             27,091               
Supplies (510 Object Codes) 28,462                             4,835                               33,297               
Other Direct Costs (All Other Object Codes) 12,097                             12,097               
Total Direct Expenses 830,862                           147,033                           228,217                           1,206,112          
  
Indirect Expenses:  
Overhead 251,250                           251,250             
  
Total Expenses 830,862                           147,033                           479,467                           1,457,362          
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NOTE 15 – IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES 

For  the  fiscal  year  ended  June  30,  2019,  the  Academy  has  implemented  Governmental  Accounting 
Standards Board (GASB) Statement No. 83, Certain Asset Retirement Obligations and GASB Statement No. 
88, Certain Disclosures Related to Debt, including Direct Borrowings and Direct Placements. 
 
GASB Statement No. 83 establishes criteria for determining the timing and pattern of recognition of a 
liability  and  a  corresponding  deferred  outflow  of  resources  for  asset  retirement  obligations.  The 
implementation of GASB  Statement No.  83 did not have an effect  on  the  financial  statements of  the 
Academy. 
 
GASB Statement No. 88 establishes additional financial statement note disclosure requirements related 
to debt obligations of governments,  including direct borrowings and direct placements. These changes 
were incorporated in the School’s fiscal year 2019 financial statements; however, there was no effect on 
beginning net position. 

 
NOTE 16 ‐ MANAGEMENT PLAN 
 
For  fiscal  year  2019,  the  Academy  had  a  net  position  deficit  of  $(2,822,152),  including  impact  of  net 
pension/OPEB asset/liabilities and related accruals. The Academy’s net deficit in fiscal year 2019 improved 
from the $(3,346,732) net deficit in fiscal 2018. Enrollment increased in fiscal year 2019 to 295, up from 
260 in fiscal year 2018.  The Academy’s ability to maintain a stable administrative and instructional team 
along  with  active  advertising  via  print,  radio,  mailings  and  through  referrals  of  current  parents  is 
anticipated to help produce the likelihood of future enrollment growth leading to surpluses and provide 
an opportunity for the Academy to recover from its prior deficits.
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2019 2018 2017 2016 2015 2014
Academy's Proportion of the Net Pension

Liability 0.0063757% 0.0070171% 0.0082544% 0.0070147% 0.008262% 0.008262%

Academy's Proportionate Share of the Net
Pension Liability 365,148$        419,255$        604,146$        400,267$        418,135$        491,315$        

Academy's Covered Payroll 226,704$        213,750$        297,943$        68,323$          226,905$        207,659$        

Academy's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 161.07% 196.14% 202.77% 585.84% 184.28% 236.60%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 71.36% 69.50% 62.98% 69.16% 71.70% 65.52%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net Pension Liability

School Employees Retirement System of Ohio
Last Six Fiscal Years (1)
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2019 2018 2017 2016 2015 2014
Academy's Proportion of the Net Pension

Liability 0.00646531% 0.00855705% 0.00798507% 0.00825001% 0.00919671% 0.00919671%

Academy's Proportionate Share of the Net
Pension Liability 1,421,576$        2,032,745$        2,672,845$        2,280,061$        2,236,958$        2,664,650$        

Academy's Covered Payroll 735,000$          940,743$          826,414$          860,750$          1,028,554$        979,946$          

Academy's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 193.41% 216.08% 323.43% 264.89% 217.49% 271.92%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 77.31% 75.29% 66.80% 72.10% 74.70% 69.30%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net Pension Liability

State Teachers Retirement System of Ohio
Last Six Fiscal Years (1)
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2019 2018 2017 2016 2015 2014 2013 2012 2011 2010

Contractually Required Contribution 32,198$          30,605$          29,925$          41,712$          9,005$            31,449$          28,740$          43,821$          33,761$          14,564$          

Contributions in Relation to the 
Contractually Required Contribution (32,198)           (30,605)           (29,925)           (41,712)           (9,005)            (31,449)           (28,740)           (43,821)           (33,761)           (14,564)           

Contribution Deficiency (Excess) -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 

Academy's Covered Payroll 238,504$        226,704$        213,750$        297,943$        68,323$          226,905$        207,659$        325,807$        268,584$        107,563$        

Contributions as a Percentage of
Covered Payroll 13.50% 13.50% 14.00% 14.00% 13.18% 13.86% 13.84% 13.45% 12.57% 13.54%

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Contributions - Pension

School Employees Retirement System of Ohio
Last Ten Fiscal Years 
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2019 2018 2017 2016 2015 2014 2013 2012 2011 2010

Contractually Required Contribution 107,137$          102,900$          131,704$          115,698$          120,505$          133,712$          127,393$          110,384$          115,185$          78,124$            

Contributions in Relation to the 
Contractually Required Contribution (107,137)           (102,900)           (131,704)           (115,698)           (120,505)           (133,712)           (127,393)           (110,384)           (115,185)           (78,124)            

Contribution Deficiency (Excess) -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 

Academy's Covered Payroll 765,264$          735,000$          940,743$          826,414$          860,750$          1,028,554$        979,946$          849,108$          886,038$          600,954$          

Contributions as a Percentage of
Covered Payroll 14.00% 14.00% 14.00% 14.00% 14.00% 13.00% 13.00% 13.00% 13.00% 13.00%

Last Ten Fiscal Years (1)
State Teachers Retirement System of Ohio

Schedule of the Academy's Contributions - Pension
Required Supplementary Information

See accompanying notes to the required supplementary information

Attachment 26: Audited Financial Statements Page 1199



CLEVELAND ARTS AND SOCIAL SCIENCES ACADEMY ‐ CUYAHOGA COUNTY 
 
  

46 
 

 
 

 
 

 
 
 
 
 
 
 
 
 
 

2019 2018 2017
Academy's Proportion of the Net OPEB

Liability 0.0065289% 0.0069958% 0.0083829%

Academy's Proportionate Share of the Net
OPEB Liability 181,130$        187,748$        238,944$        

Academy's Covered Payroll 226,704$        213,750$        297,943$        

Academy's Proportionate Share of the Net
OPEB Liability as a Percentage
of its Covered Payroll 79.90% 87.84% 80.20%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability 13.57% 12.46% 11.49%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net OPEB Liability

School Employees Retirement System of Ohio
Last Three Fiscal Years (1)
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2019 2018 2017
Academy's Proportion of the Net OPEB

Liability/Asset 0.00646531% 0.00855705% 0.00798507%

Academy's Proportionate Share of the Net
OPEB Liability/(Asset) (103,892)$         333,864$          427,044$          

Academy's Covered Payroll 735,000$          940,743$          826,414$          

Academy's Proportionate Share of the Net
OPEB Liability/Asset as a Percentage
of its Covered Payroll -14.13% 35.49% 51.67%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability/Asset 176.00% 47.11% 37.30%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net OPEB Asset/Liability

State Teachers Retirement System of Ohio
Last Three Fiscal Years (1)
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2019 2018 2017 2016 2015 2014 2013 2012 2011 2010

Contractually Required Contribution (1) 5,579$            4,934$            4,548$            4,319$            560$          1,825$            1,623$            1,898$            1,462$            1,763$            

Contributions in Relation to the 
Contractually Required Contribution (5,579)            (4,934)            (4,548)            (4,319)            (560)          (1,825)            (1,623)            (1,898)            (1,462)            (1,763)            

Contribution Deficiency (Excess) -                 -                 -                 -                 -            -                 -                 -                 -                 -                 

Academy Covered Payroll 238,504$        235,096$        213,750$        297,943$        68,323$      226,905$        207,659$        325,807$        268,584$        107,563$        

OPEB Contributions as a Percentage of
Covered Payroll (1) 2.34% 2.10% 2.13% 1.45% 0.82% 0.80% 0.78% 0.58% 0.54% 1.64%

(1) Includes Surcharge

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - OPEB

School Employees Retirement System of Ohio
Last Ten Fiscal Years 
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2019 2018 2017 2016 2015 2014 2013 2012 2011 2010

Contractually Required Contribution -$                     -$                     -$                 -$                 -$                 10,286$            9,799$              8,491$              8,860$              6,010$              

Contributions in Relation to the 
Contractually Required Contribution -                      -                      -                  -                  -                  (10,286)            (9,799)              (8,491)              (8,860)              (6,010)              

Contribution Deficiency (Excess) -$                     -$                     -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 

Academy Covered Payroll 765,264$              735,000$              940,743$          826,414$          860,750$          1,028,554$        979,946$          849,108$          886,038$          600,954$          

Contributions as a Percentage of
Covered Payroll 0.00% 0.00% 0.00% 0.00% 0.00% 1.00% 1.00% 1.00% 1.00% 1.00%

Required Supplementary Information
Schedule of Academy Contributions - OPEB
State Teachers Retirement System of Ohio

Last Ten Fiscal Years (1)

See accompanying notes to the required supplementary information
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NOTE 1 ‐ NET PENSION LIABILITY 
 
Changes in Assumptions ‐ SERS 

 

For fiscal year 2017, the SERS Board adopted the following assumption changes: 

 Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent 

 Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent 

 Assumed real wage growth was reduced from 0.75 percent to 0.50 percent 

 Rates of withdrawal, retirement and disability were updated to reflect recent experience. 

 Mortality among active members was updated to RP‐2014 Blue Collar Mortality Table with fully 

generational projection and a five year age set‐back for both males and females. 

 Mortality among service retired members, and beneficiaries was updated to RP‐2014 Blue Collar 

Mortality Table with fully generational projection with Scale BB, 120 percent of male rates, and 

110 percent of female rates. 

 Mortality among disabled members was updated to RP‐2000 Disabled Mortality Table, 90 

percent for male rates and 100 percent for female rates, set back five years is used for the 

period after disability retirement.   

 

Changes in Benefit Terms ‐ SERS 

For fiscal year 2018, the cost‐of‐living adjustment was changed from a fixed 3.00 percent to a cost‐of‐
living adjustment  that  is  indexed  to CPI‐W not greater  than 2.50 percent with a  floor of  zero percent 
beginning January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has 
enacted a three‐year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the Retirement Board approved several changes to the actuarial assumptions in 2017. 
The  long  term  expected  rate  of  return was  reduced  from  7.75  percent  to  7.45  percent,  the  inflation 
assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered 
to 3.00 percent, and total salary increases rate was lowered by decreasing the merit component of the 
individual salary increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy 
and  disabled mortality  assumptions were  updated  to  the  RP‐2014 mortality  tables with  generational 
improvement  scale MP‐2016. Rates of  retirement,  termination and disability were modified  to better 
reflect anticipated future experience. 
 

Changes in Benefit Terms ‐ STRS 

 

For fiscal year 2018, the cost‐of‐living adjustment (COLA) was reduced to zero.  
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NOTE 2 ‐ NET OPEB LIABILITY 
 
Changes in Assumptions – SERS 
 
Amounts  reported  for  fiscal  year  2019  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 3.56 percent to 3.62 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased from 3.63 percent to 3.70 percent. The health care cost trend assumptions changed as follows:  
 
Pre‐Medicare 
   Fiscal year 2018   7.50 percent initially, decreasing to 4.00 percent 

Fiscal year 2019 7.25 percent initially, decreasing to 4.75 percent 
Medicare 
  Fiscal year 2018   5.50 percent initially, decreasing to 5.00 percent 

Fiscal year 2019 5.375 percent initially, decreasing to 4.75 percent 
 

Amounts  reported  for  fiscal  year  2018  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 2.92 percent to 3.56 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased from 2.98 percent to 3.63 percent. 
 
Changes in Benefit Terms ‐ SERS 

There have been no changes to the benefit provisions. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2019, the discount rate was increased from the blended rate of 4.13 percent to the long‐
term expected rate of return of 7.45 percent. Valuation year per capita health care costs were updated. 
Health care cost trend rates ranged from 6.00 percent to 11 percent initially and a 4.50 percent ultimate 
rate for fiscal year 2018 and changed for fiscal year 2019 to a range of  ‐5.20 percent to 9.60 percent, 
initially and a 4.00 ultimate rate. 
 
For fiscal year 2018, the blended discount rate was increased from 3.26 percent to 4.13 percent. Valuation 
year per capita health care costs were updated, and the salary scale was modified. The percentage of 
future retirees electing each option was updated based on current data and the percentage of  future 
disabled  retirees  and  terminated  vested  participants  electing  health  coverage  were  decreased.  The 
assumed  mortality,  disability,  retirement,  withdrawal  and  future  health  care  cost  trend  rates  were 
modified along with the portion of rebated prescription drug costs. 
 
Changes in Benefit Terms – STRS 
 
For fiscal year 2019, the subsidy multiplier for non‐Medicare benefit recipients was increased from 1.9 
percent to 1.944 percent per year of service effective January 1, 2019. The non‐Medicare frozen subsidy 
base  premium  was  increased  effective  January  1,  2019  and  all  remaining Medicare  Part  B  premium 
reimbursements will be discontinued beginning January 1, 2020. 
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NOTE 2 ‐ NET OPEB LIABILITY (CONTINUED) 
 
For  fiscal  year 2018,  the  subsidy multiplier  for non‐Medicare benefit  recipients was  reduced  from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. This was subsequently extended, see above paragraph.  
 
 

Attachment 26: Audited Financial Statements Page 1206



 

53 
 

 
 
 
 
 
 
 
 
 
December 22, 2019 
 
To the Board of Directors 
Cleveland Arts and Social Sciences Academy 
Cuyahoga County, Ohio 
10701 Shaker Blvd 
Cleveland, Ohio 44115 

 
 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the Cleveland Arts and Social Sciences 
Academy, Cuyahoga County, Ohio (the “Academy”) as of and for the year ended June 30, 2019, and the related 
notes to the financial statements, which collectively comprise the Academy’s basic financial statements, and have 
issued our report thereon dated December 22, 2019, in which we noted the Academy has suffered recurring losses 
from operations and has a net position deficit of $2,822,152, including the net effect of net pension liability, net 
OPEB asset/liability and related accruals totaling $2,093,969 that raises substantial doubt about its ability to 
continue as a going concern.  
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the Academy's internal control 
over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of the Academy’s internal control. Accordingly, we do not express an 
opinion on the effectiveness of the Academy’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance.  
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Cleveland Arts and Social Sciences Academy  
Independent Auditor’s Report on Internal Control over Financial Reporting  
   and on Compliance and Other Matters Based on an Audit of  
   Financial Statements Performed in Accordance with  

Government Auditing Standards 

Page 2 of 2 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified. 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Academy's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of 
our tests disclosed no instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 

 
 
 
 
 

Cambridge, Ohio 
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CLERK’S CERTIFICATION 
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88 East Broad Street, Columbus, Ohio 43215 
Phone: 614-466-4514 or 800-282-0370 

www.ohioauditor.gov

 
 
 
Board of Directors 
Cleveland Arts and Social Science Academy 
10701 Shaker Blvd. 
Cleveland, Ohio 44115 
 
 
We have reviewed the Independent Auditor’s Report of the Cleveland Arts and Social Science 
Academy, Cuyahoga County, prepared by Rea & Associates, Inc., for the audit period July 1, 
2017 through June 30, 2018.  Based upon this review, we have accepted these reports in lieu of 
the audit required by Section 117.11, Revised Code.  The Auditor of State did not audit the 
accompanying financial statements and, accordingly, we are unable to express, and do not 
express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Cleveland Arts and Social Science Academy is 
responsible for compliance with these laws and regulations. 
 
 
Ohio Auditor of State 
 
 
 
 
 
 
 
January 16, 2019  
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December 28, 2018

To the Board of Directors
Cleveland Arts and Social Sciences Academy
Cuyahoga County, Ohio
10701 Shaker Blvd
Cleveland, Ohio 44115

INDEPENDENT AUDITOR'S REPORT

Report on the Financial Statements

We have audited the accompanying financial statements of the Cleveland Arts and Social Sciences 
Academy, Cuyahoga County, Ohio, (the “Academy”) as of and for the year ended June 30, 2018, and the 
related notes to the financial statements, which collectively comprise the Academy’s basic financial 
statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the Academy’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Academy’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion.
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Cleveland Arts and Social Sciences Academy 
Independent Auditor’s Report
Page 2 of 3

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Academy as of June 30, 2018, and the changes in its financial position and its
cash flows for the year then ended in accordance with accounting principles generally accepted in the 
United States of America.

Emphasis of a Matter 

As described in Note 15 to the financial statements, the Academy restated the net position balance to account 
for the implementation of Governmental Accounting Standard Board (GASB) Statement No. 75, “Accounting 
and Financial reporting for Postemployment Benefits other than Pensions.” Our opinion is not modified with 
respect to this matter.

The accompanying financial statements have been prepared assuming the Academy will continue as a 
going concern. As disclosed in Note 16 to the financial statements, the Academy has previously suffered 
recurring losses from operations and has a net position deficit of $3,346,732 that raises substantial doubt 
about its ability to continue as a going concern. This deficit net position includes the effect of the net 
pension liability, net OPEB liability and related accruals totaling $2,462,838. Note 16 describes
management’s plan regarding these issues. The financial statements do not include any adjustments that 
might result from the outcome of this uncertainty. Our opinion is not modified with respect to this matter.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the Academy's Proportionate Share of the Net Pension Liability,
Schedule of the Academy’s Contributions-Pension, Schedule of the Academy’s Proportionate Share of the 
Net OPEB Liability, and the Schedule of the Academy’s Contributions - OPEB on pages 5–11, 46-47, 48-
49, 50-51, and 52-53, respectively, be presented to supplement the basic financial statements. Such 
information, although not a part of the basic financial statements, is required by the Governmental 
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the 
basic financial statements in an appropriate operational, economic, or historical context. We have applied 
certain limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion 
or provide any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance. 
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Cleveland Arts and Social Sciences Academy 
Independent Auditor’s Report
Page 3 of 3

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 28, 
2018 on our consideration of the Academy’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness 
of the Academy’s internal control over financial reporting or on compliance. That report is an integral part 
of an audit performed in accordance with Government Auditing Standards in considering the Academy’s 
internal control over financial reporting and compliance.

Cambridge, Ohio
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CLEVELAND ARTS AND SOCIAL SCIENCES ACADEMY – CUYAHOGA COUNTY, OHIO 
 
MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED JUNE 30, 2018  
 

5 
 

The discussion and analysis of the Cleveland Arts and Social Sciences Academy’s (the “Academy”) financial 
performance provides an overall review of the Academy’s financial activities for the fiscal year ended June 
30, 2018. Readers should also review the basic financial statements and notes to enhance their 
understanding of the Academy’s financial performance. 
 
FINANCIAL HIGHLIGHTS 
 
The Academy finished its thirteenth year of operations during fiscal year 2018 serving Kindergarten 
through eighth grade. Enrollment varied during the year, but the Academy ended the year with 260 
students. 
 
Key highlights for fiscal year 2018 are as follows: 
 

• Net position increased $1,130,625. 
• Operating revenues for fiscal year 2018 were $2,067,671 as compared to $2,619,332 for fiscal 

year 2017. 
• Operating expenses for fiscal year 2018 were $1,799,041 as compared to $3,217,772 for fiscal 

year 2017. 
• During fiscal year 2018 the Academy adopted GASB Statement No. 75, which restated beginning 

net position. 
• A decrease in the Net Pension/OPEB liabilities decreased purchased services compared to 2017. 

See further information in Notes 9 and 10.  

OVERVIEW OF THE FINANCIAL STATEMENTS  
 
The financial report consists of three parts: the required supplemental information, the basic financial 
statements, and the notes to the basic financial statements. These statements are organized so the reader 
can understand the financial position of the academy. Enterprise accounting uses a flow of economic 
resource measurement focus. With this measurement focus, all assets and deferred outflows of resources 
and all liabilities and deferred inflows of resources are included on the statement of net position. The 
statement of net position represents the net position of the Academy.  The statement of revenues, 
expenses, and changes in net position presents increases (e.g., revenues) and decreases (e.g. expenses) 
in net position.  The statement of cash flows reflects how the academy finances and meets its cash flow 
needs. Finally, the notes to the basic financial statements provide additional information that is essential 
to full understanding of the data provided on the basic financial statements.   
 
FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE 
 
The Academy is not required to present government-wide financial statements as the Academy is engaged 
in only business-type activities.  Therefore, no condensed financial information derived from the 
governmental-wide financial statements is included in the discussion and analysis. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Table 1 provides a summary of Academy’s net position for 2018 compared to 2017: 
 

Restated

Assets: 2018 2017

  Current Assets:

     Cash and Cash Equivalents 135,402$               264,642$              

     Accounts Receivable 6,293                     2,183                    

     Intergovernmental Receivable 13,411                   99,689                  

     Prepaid Expense 94,816                   78,252                  

      Total Current Assets 249,922                 444,766                

Noncurrent assets:
  Capital Assets, net of Accumulated Depreciation 43,697                   60,480                  

    Total Noncurrent Assets 43,697                   60,480                  

Total Assets 293,619                 505,246                

Deferred Outflows of Resources 916,953                 651,265                

Liabilities:

Current Liabilities

  Accounts Payable, Trade 38,856                   34,668                  

  Accounts Payale, Related Party 132,835                 146,630                

  Accrued Expenses 12,641                   4,792                    

    Total Current Liabilities 184,332 186,090

Noncurrent Liabilities:

  Net Pension Liability 2,452,000 3,276,991

  Net OPEB Liability 521,612 665,988                

  Noncurrent Portion of Long-term Debt 993,181 1,243,181

    Total Noncurrent Liabilities 3,966,793 5,186,160

       Total Liabilities 4,151,125  5,372,250

Deferred Inflows of Resources 406,179 261,618

Net Position

  Invested in Capital Assets 43,697 60,480

  Unrestricted Net Position (3,390,429) (4,537,837)

    Total Net Position (3,346,732)$          (4,477,357)$          

Table 1

Statement of Net Position
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Total net position increased $1,130,625 in fiscal year 2018.  The Academy enrollment in fiscal year 2018 
decreased to 260 students compared to 327 students in fiscal year 2017. This decrease has caused 
significant changes to operating revenues and expenses (including impact of net pension/OPEB liabilities 
in financial highlights section). Debt forgiveness increased based on the agreement with the management 
company. 
 
The net pension liability (NPL) is the largest single liability reported by the Academy at June 30, 2018   and 
is reported pursuant to GASB Statement 68, “Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27.”   For fiscal year 2018, the Academy adopted GASB Statement 75, 
“Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions,” which 
significantly revises accounting for costs and liabilities related to other postemployment benefits (OPEB).  
For reasons discussed below, many end users of this financial statement will gain a clearer understanding 
of the Academy’s actual financial condition by adding deferred inflows related to pension and OPEB, the 
net pension liability and the net OPEB liability to the reported net position and subtracting deferred 
outflows related to pension and OPEB. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OPEB liability.  GASB 68 and GASB 75 
take an earnings approach to pension and OPEB accounting; however, the nature of Ohio’s statewide 
pension/OPEB plans and state law governing those systems requires additional explanation in order to 
properly understand the information presented in these statements. 
 
GASB 68 and GASB 75 require the net pension liability and the net OPEB liability to equal the Academy’s 
proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 

GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, 
and the promise of a future pension and other postemployment benefits.  GASB noted that the unfunded 
portion of this promise is a present obligation of the government, part of a bargained-for benefit to the 
employee, and should accordingly be reported by the government as a liability since they received the 
benefit of the exchange.  However, the Academy is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement systems to provide healthcare to eligible benefit recipients.  The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a specific, 
legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the 
unfunded liability of the pension/OPEB plan as against the public employer.  State law operates to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the employment exchange with notice as to the law.  The retirement system is responsible for the 
administration of the pension and OPEB plans 
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability.  As explained above, changes in benefits, 
contribution rates, and return on investments affect the balance of these liabilities, but are outside the 
control of the local government.  In the event that contributions, investment returns, and other changes 
are insufficient to keep up with required payments, State statute does not assign/identify the responsible 
party for the unfunded portion.  Due to the unique nature of how the net pension liability and the net 
OPEB liability are satisfied, these liabilities are separately identified within the long-term liability section 
of the statement of net position. 
 
In accordance with GASB 68 and GASB 75, the Academy’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB liability, respectively, not accounted for as 
deferred inflows/outflows.  
 
As a result of implementing GASB 75, the Academy is reporting a net OPEB liability and deferred 
inflows/outflows of resources related to OPEB on the accrual basis of accounting.  This implementation 
also had the effect of restating net position at June 30, 2017, from ($3,815,917) to ($4,477,357). 
 
Over time, net position can serve as a useful indicator of a government’s financial position. At June 30, 
2018, the Academy’s net position totaled ($3,346,732).  
 
Statement of Revenues, Expenses and Changes in Net Position - Table 2 shows the changes in Net Position 
for fiscal year 2018, as well as a listing of revenues and expenses.   This change in Net Position is important 
because it tells the reader that, for the Academy as a whole, the financial position of the Academy has 
improved or diminished. The cause of this may be the result of many factors, some financial, some not.  
Non-financial factors include the current laws in Ohio restricting revenue growth, facility conditions, 
required educational programs and other factors. Overall, the decrease in Operating Revenues was a 
result of less students being enrolled over the prior year. Decreased enrollment was also a driving force 
behind the decrease in expenses. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 

2018 2017

Operating Revenues:

  State Aid 2,067,531$             2,619,332$          

  Miscellaneous 140 0

    Total Operating Revenues 2,067,671 2,619,332

Operating Expenses:

  Purchased Services 1,704,712 3,114,505

  Depreciation 16,784 16,824

  Supplies 37,902 79,375

  Other Operating Expense 39,643 7,068

    Total Operating Expenses 1,799,041 3,217,772

      Operating Income (Loss) 268,630 (598,440)

Nonoperating Revenues and (Expenses):

  Federal and State Restricted Grants 585,845 694,122

  Other Grants 39,000 0

  Debt Forgiveness 250,000 0

  Interest Expense (12,850) (31,080)

    Net Nonoperating Revenues and (Expenses) 861,995                  663,042               

Change in Net Position 1,130,625$             64,602$               

Table 2

Statement of Revenues, Expenses and Changes in Net Position

 
The information necessary to restate the 2017 beginning balances and the 2017 OPEB expense amounts 
for the effects of the initial implementation of GASB 75 is not available.  Therefore, 2017 functional 
expenses still include OPEB expense of $4,548 computed under GASB 45.  GASB 45 required recognizing 
pension expense equal to the contractually required contributions to the plan. Under GASB 75, OPEB 
expense represents additional amounts earned, adjusted by deferred inflows/outflows. The contractually 
required contribution is no longer a component of OPEB expense. Under GASB 75, the 2018 statements 
report negative OPEB expense of $96,820.   
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Consequently, in order to compare 2018 total program expenses to 2017, the following adjustments are 
needed: 
 

Total 2018 program expenses under GASB 75 1,799,041$     

Negative OPEB expense under GASB 75 96,820            
2018 contractually required contribution 4,934               

Adjusted 2018 program expenses 1,900,795       

Total 2017 program expenses under GASB 45 3,217,772       

Decrease in program expenses not related to OPEB 1,316,977$     

 
 
CAPITAL ASSETS  
 
At the end of fiscal year 2018, the Academy had $43,697 invested in capital assets (net of accumulated 
depreciation) for computers and software, furniture and equipment, and leasehold improvements. The 
following table shows fiscal year 2018 compared to 2017:     
 

 
For further information regarding the Academy’s capital assets, refer to Note 5 of the basic financial 
statements.   
 
DEBT 
 
In July 2015, Accel Schools, a related party, retired the promissory note to Mosaica and issued a new 
$1,243,181 promissory note to the Academy. Interest only payments were made for the year ended June 
30, 2018.  Also during 2018, $250,000 of the note was forgiven by the management company bringing the 
outstanding balance at year end to $993,181.  For further information regarding the Academy’s debt, refer 
to Note 6 to the basic financial statements. 
 
  

2018 2017 Change

Computers & Software 43,697$         60,041$        (16,344)$      

Leasehold Improvements -                    440 (440)

Total Capital Assets, Net 43,697$         60,481$        (16,784)$      

Capital Assets at June 30 (Net of Depreciation)

Attachment 26: Audited Financial Statements Page 1225



CLEVELAND ARTS AND SOCIAL SCIENCES ACADEMY – CUYAHOGA COUNTY, OHIO 
 
MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED JUNE 30, 2018  
 

11 
 

OPERATIONS 
 
Cleveland Arts and Social Sciences Academy is a nonprofit corporation established pursuant to Ohio 
Revised Code Chapter 1702. The Academy offers education for Ohio children in grades K-8. The Academy 
is independent of any school district and is nonsectarian in its programs, admission policies, employment 
practices, and all other operations. The Academy may lease or acquire facilities as needed and contract 
for any services necessary for the operation of the Academy.   
 
REQUESTS FOR INFORMATION 
 
This financial report is designed to provide citizens, taxpayers, investors, and creditors with a general 
overview of the Academy’s finances and to show the Academy’s accountability for the money it receives.  
If you have any question concerning this report, please contact the Academy’s Fiscal Officer, C. David 
Massa, CPA of Massa Financial Solutions, LLC, 10701 Shaker Blvd., Cleveland, Ohio 44115. 
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CLEVELAND ARTS & SOCIAL SCIENCES ACADEMY - CUYAHOGA COUNTY, OHIO 
Statement of Net Position 

June 30, 2018 
Current Assets:
    Cash and Cash Equivalents 135,402$          
    Accounts Receivable 6,293
    Intergovernmental Receivable 13,411
    Prepaid Expense 94,816
      Total Current Assets 249,922

Noncurrent Assets:
  Capital Assets, net of Accumulated Depreciation 43,697

43,697

Total Assets 293,619            

Deferred Outflows of Resources:
    Pension 866,527            
    OPEB 50,426              

 Total Deferred Outflows of Resources 916,953            

Liabilities:
Current Liabilities:
    Accounts Payable, Trade 38,856              
    Accounts Payable, Related Party 132,835            
    Accrued Expenses 12,641              
       Total Current Liabilities 184,332            

Noncurrent Liabilities:
  Net Pension Liability 2,452,000
  Net OPEB Liability 521,612
  Noncurrent Portion of Long-term Debt 993,181
    Total Noncurrent Liabilities 3,966,793

       Total Liabilities 4,151,125

Deferred Inflows of Resources:
    Pension 317,679            
    OPEB 88,500              

 Total Deferred Inflows of Resources 406,179            

Net Position:
  Invested in Capital Assets 43,697
  Unrestricted Net Position (3,390,429)
  Total Net Position (3,346,732)$     

See Accompanying Notes to the Basic Financial Statements
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CLEVELAND ARTS & SOCIAL SCIENCES ACADEMY - CUYAHOGA COUNTY, OHIO  
  

Statement of Revenues, 
Expenses and Changes in Net Position 

For the Fiscal Year Ended June 30, 2018 
 

Operating Revenues:
  State Aid 2,067,531$       
  Miscellaneous 140
    Total Operating Revenues 2,067,671

Operating Expenses:
  Purchased Services 1,704,712
  Depreciation 16,784
  Supplies 37,902
  Other Operating Expenses 39,643
    Total Operating Expenses 1,799,041

      Operating Income 268,630

Non-Operating Revenues and (Expenses):
  Federal and State Restricted Grants 585,845
  Other Grants 39,000
  Debt Forgiveness 250,000            
  Interest Expense (12,850)             
    Net Non-operating Revenues and (Expenses) 861,995

Change in Net Position 1,130,625         

Net Position Beginning of Year, Restated (4,477,357)        
Net Position End of Year (3,346,732)$     

See Accompanying Notes to the Basic Financial Statements  
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CLEVELAND ARTS & SOCIAL SCIENCES ACADEMY - CUYAHOGA COUNTY, OHIO  
  

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2018 

 

CASH FLOWS FROM OPERATING ACTIVITIES
State Aid Receipts 2,082,355$            
Other Operating Receipts 140                         
Cash Payments to Suppliers for Goods and Services (2,910,007)             

Net Cash Used For Operating Activities (827,512)                

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Note Payable Interest Payments (12,850)                   
Other Grant Receipts 39,000                    
Federal and State Grant Receipts 672,122                  

Net Cash Provided By Noncapital Financing Activities 698,272                  

Net Decrease in Cash and Cash Equivalents (129,240)                

Cash and Cash Equivalents - Beginning of the Year 264,642                  
Cash and Cash Equivalents - Ending of the Year 135,402$               

See Accompanying Notes to the Basic Financial Statements  
 
 

        
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

(Continued) 
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CLEVELAND ARTS & SOCIAL SCIENCES ACADEMY - CUYAHOGA COUNTY, OHIO  
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2018 

(Continued) 
 
 

Reconciliation of Operating Income to Net Cash Used For Operating Activities
Operating Income 268,630$                

Adjustments to Reconcile Operating Income to 
Net Cash Used For Operating Activities:
Depreciation 16,784                     

Changes in Assets, Liabil ities, and Deferred Inflows and Outflows:
(Increase)/Decrease in Receivables (4,110)                      
(Increase)/ Decrease in Deferred Outflows (265,688)                 
Increase/ (Decrease) in Deferred Inflows 144,561                  
Increase/ (Decrease) in Net Pension/OPEB Liabil ity (969,367)                 
Increase/ (Decrease) in Accounts Payable, Trade 4,188                       
Increase/ (Decrease) in Accounts Payable, Related Party (13,795)                   
Increase/(Decrease) in Accrues Expenses 7,849                       
(Increase)/Decrease in Prepaid Expenses (16,564)                   

Net Cash Used For Operating Activities (827,512)$               

Non  Cash Transaction:  During fiscal year 2018 Accel Schools forgave $250,000 worth of long 
term notes due to renewal of the management agreement and consistent interest payments.

See Accompanying Notes to the Basic Financial Statements

 
 
 
 

 

  

Attachment 26: Audited Financial Statements Page 1230



CLEVELAND ARTS AND SOCIAL SCIENCES ACADEMY - CUYAHOGA COUNTY, OHIO 
 

NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2018 
 

16 
 

NOTE 1 – DESCRIPTION OF THE ACADEMY 
 

The Cleveland Arts and Social Sciences Academy (the “Academy”) is a federally recognized 501(c)(3) 
nonprofit corporation established pursuant to Ohio Revised Code Chapter 1702.  The Academy offers 
education for Ohio children in grades K-8. The Academy is independent of any school district and is 
nonsectarian in its programs, admission policies, employment practices, and all other operations. The 
Academy may lease or acquire facilities as needed and contract for any services necessary for the 
operation of the academy.   
 
The Academy was approved for operation pursuant to Ohio Revised Code Chapter 3314 under a contract 
with Ohio Council of Community Schools (the Sponsor) for a period of three academic years commencing 
April 26, 2005 and ending June 30, 2009. The contract was subsequently renewed through June 30, 2016 
and again through June 30, 2021. The Sponsor is responsible for evaluating the performance of the 
Academy and has the authority to deny renewal of the contract at its expiration or terminate the contract 
prior to its expiration.   
 
Ohio Revised Code Section 3314.02(E) states in part that the Academy operate under the direction of a 
Governing Board that consists of not less than five individuals who are not owners or employees, or 
immediate relatives or owners or employees of any for-profit firm that operates or manages an academy 
for the Governing Board. The Board is responsible for carry out the provisions of the contract that include, 
but are not limited to, state-mandated provision regarding student population, curriculum, academic 
goals, performance standards, admission standards, and qualification of teachers.   
 
The Academy contracts with Accel Schools, LLC., for management services including management of 
personnel and human resources, the program of instruction, marketing data management, purchasing, 
strategic planning, public relations, financial reporting, recruiting, compliance issues, budgets, contracts, 
and equipment and facilities. 
 
NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The financial statements of the Academy have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards 
Board (GASB) is the accepted standard-setting body for establishing governmental accounting and 
financial reporting principles.  The more significant of the Academy’s accounting policies are described 
below. 
 
Basis of Presentation - The Academy’s basic financial statements consist of a statement of net position; a 
statement of revenues, expenses, and changes in net position; and a statement of cash flows. The 
Academy uses a single enterprise presentation for its financial records.  Enterprise reporting focuses on 
the determination of operating income, changes in net position, financial position, and cash flows.   
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Measurement Focus - The financial statements are accounted for using a flow of economic resources 
measurement focus. All assets and deferred outflows of resources and all liabilities and all inflows of 
resources associated with the operation of the Academy are included on the statement of net position.  
The statement of revenues, expenses, and changes in net position presents increases (e.g. revenues) and 
decreases (e.g. expenses) in net position.  The statement of cash flows reflects how the Academy finances 
meet its cash flow needs.  
 
Basis of Accounting - Basis of accounting determines when transactions are recorded in the financial 
records and reported on the financial statements. The Academy’s financial statements are prepared using 
the accrual basis of accounting. Revenue resulting from exchange transactions, in which each party gives 
and receives essentially equal value, is recorded on the accrual basis when the exchange takes place.  
Revenue resulting from nonexchange transactions, in which Academy receives value without directly 
giving equal value in return, such as grants and entitlements, are recognized in the period in which all 
eligibility requirements have been satisfied.  Eligibility requirements include timing requirements, which 
specify the period when the resources are required to be used or the period when use is first permitted, 
matching requirements, in which the Academy must provide local resources to be used for a specified 
purpose, and expenditure requirements, in which the resources are provided to the Academy on a 
reimbursement basis.  Expenses are recognized at the time they are incurred. 
 
Budgetary Process - Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C).  However, unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter 5705, unless specifically provided in the contract between the Academy and its Sponsor. The 
contract between the Academy and its Sponsor does not require the Academy to follow the provisions 
Ohio Revised Code Chapter 5705; therefore, no budgetary information is presented in the basic financial 
statements. 
 
Cash and Cash Equivalents - Cash received by the Academy is reflected as “Cash and Cash Equivalents” 
on the statement of net position.  The Academy had no investments during the fiscal year ended June 30, 
2018. 
 
Prepaid Items - The Academy records payments made to vendors for services that will benefit periods 
beyond June 30, 2018, as prepaid items using the consumption method.  A current asset for the prepaid 
amount is recorded at the time of the purchase and an expense is reported in the year in which services 
are consumed. 
 
Capital Assets - The Academy’s capital assets during fiscal year 2018 consisted of computers and software, 
furniture and equipment, and leasehold improvements.  All capital assets are capitalized at cost and 
updated for additions and retirements during the fiscal year.  Donated capital assets are recorded at their 
acquisition value as of the date received. The Academy maintains a capitalization threshold of one 
thousand five hundred dollars.  The Academy does not have any infrastructure.  Improvements are 
capitalized.  The costs of normal maintenance and repairs that do not add to the value of the asset or 
materially extend an asset’s life are not capitalized.
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
All capital assets, except land and construction in progress, are depreciated. Improvements are 
depreciated over the remaining useful lives of the related capital assets.  Depreciation is computed using 
the straight-line method over the following useful lives:   
 

   

Description Useful Lives

Computer & Software  5 years

Furniture & Equipment 5-20 years

Leasehold Improvements  Remaining Life of the Lease

Net Position - Net position represents the difference between assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources.  Net position is reported as restricted when there are 
limitations imposed on their use either through the enabling legislation adopted by Academy or through 
external restrictions imposed by creditors, grantors, or laws or regulations of other governments.  The 
Academy applies restricted resources first when an expense is incurred for purposes for which both 
restricted and unrestricted net position is available.  There is no enabling legislation at June 30, 2018. Net 
invested in capital assets of $43,697 represents capital assets, less accumulated depreciation.  
 
Operating Revenues and Expenses - Operating revenues are those revenues that are generated directly 
from the primary activity of the Academy.  Operating expenses are necessary costs incurred to provide 
the service that is the primary activity of the Academy.  All revenues and expenses not meeting this 
definition are reported as non-operating. 
 
Deferred Inflows and Deferred Outflows of Resources - In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of resources represent a consumption of net position that applies to a future period and will not be 
recognized as an outflow of resources (expense/expenditure) until then.  For the Academy, deferred 
outflows of resources are reported on the statement of net position for pension and OPEB.  The deferred 
outflows of resources related to pension and OPEB plans are explained in Note 9 and 10.  
  
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. For the Academy, deferred inflows of resources include 
pension and OPEB. These amounts are deferred and recognized as an inflow of resources in the period 
the amounts become available.  Deferred inflows of resources related to pension and OPEB plans are 
reported on the statement of net position. (See Note 9 and 10)  
 
Pensions/Other Postemployment Benefits (OPEB) - For purposes of measuring the net pension/OPEB 
liability, deferred outflows of resources and deferred inflows of resources related to pensions/OPEB, and 
pension/OPEB expense, information about the fiduciary net position of the pension/OPEB plans and 
additions to/deductions from their fiduciary net position have been determined on the same basis as they 
are reported by the pension/OPEB plan.  For this purpose, benefit payments (including refunds of 
employee contributions) are recognized when due and payable in accordance with the benefit terms.  The 
pension/OPEB plans report investments at fair value. 
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from those estimates.  
 
NOTE 3 - CASH AND CASH EQUIVALENTS 
 
The Academy classifies deposits by category of risk as defined in GASB Statement No.3 “Deposits with 
Financial Institutions, Investments (including Repurchase Agreements) and Reverse Repurchase 
Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk Disclosures”. 
 
The Academy maintains its cash balances at Huntington Bank in Ohio. The balances are insured by the 
Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account. At June 30, 2018, 
the book amount of the Academy’s deposits was $135,402 and the bank balance was $169,812. 
 
NOTE 4 - RECEIVABLES 
 
At June 30, 2018, the Academy had accounts receivables in the amount of $6,293. These receivables 
represent monies for shared employee expense, which was not received as of June 30, 2018. The Academy 
also had intergovernmental receivables of $13,411. These receivables represent monies due from Title I 
and Title IIA, which was not received as of June 30, 2018. All receivables are expected to be collected 
within one year.  
 
NOTE 5 – CAPITAL ASSETS 
 
Capital asset activity for the fiscal year ended June 30, 2018, was as follows:  

Balance Balance

06/30/17 Additions Deletions 06/30/18

Capital Assets:

Computers & Software 178,741$      -$                 -$               178,741$       

Furniture & Equipment 205,880        -                  -                205,880         

Leasehold Improvements 2,400           -                  -                2,400            

Total Capital Assets 387,021        -                  -                387,021         

Less Accumulated Depreciation:

Computers & Software (118,700)       (16,344)         -                (135,044)        

Furniture & Equipment (205,880)       -                  -                (205,880)        

Leasehold Improvements (1,960)          (440)             -                (2,400)           

Total Accumulated Depreciation (326,540)       (16,784)         -                (343,324)        

Total Capital Assets, Net 60,481$        (16,784)$       -$               43,697$         
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NOTE 6 – LONG-TERM OBLIGATIONS 
 
Changes in the Academy’s long-term obligations during fiscal year 2018 were as follows: 
 

     
In consideration of the agreement executed in 2015, the management company agreed to forgive or 
restructure the debt formerly owed to Mosaica and assumed by Accel Schools as part of its purchase of 
Mosaica’s assets. In fiscal year 2016, $500,000 in debt was forgiven, including the remaining balance on a 
$300,000 promissory note to Mosaica Inc. The remainder, $1,243,181 of certain related party accounts 
payable and long-term obligations is restructured as a note payable to Accel Schools, Inc. with a term of 
20 years and an interest rate of 2.5%. No payments shall be made on principal during the term of the 
refinanced note unless the Academy is operating at a surplus. In fiscal 2018, $250,000 of the note was 
forgiven by Accel and interest on the note totaled $12,850.  Should the Academy renew the management 
agreement at the end of fiscal year 2023 for another five years, an additional $250,000 of debt shall be 
forgiven. Future obligations under the note are as follows: 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
  

Restated 

Balance 

6/30/2017 Additions Reductions

Balance 

6/30/2018

Due within One 

Year

Pension/OPEB Liability:

Net Pension Liability 3,276,991$   -$              (824,991)$      2,452,000$       -$                

Net OPEB Liability 665,988        -               (144,376)       521,612           -                  

Total Pension/OPEB Liability 3,942,979     -                (969,367)       2,973,612         -                  

Accel Schools - Notes Payable 1,243,181     -               (250,000)       993,181           -                  

Total Long-Term Obligations 5,186,160$   -$              (1,219,367)$   3,966,793$       -$                

Year Ending June 30: Principal Interest

2019 -$                31,080$        

2020 -                 31,080          

2021 -                 31,080          

2022 -                 31,080          

2023 -                 31,080          

2024-2028 -                 155,400        

2029-2033 -                 155,400        

2034-2038 -                 155,400        

2039-2043 -                 155,400        

2044-2046 993,181          95,830          

Total 993,181$         872,830$       

Promissory Note
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NOTE 7 – RISK MANAGEMENT 
 
The Academy is exposed to various risks of loss related to: torts, theft of, damage to, and destruction of 
assets, errors and omissions, injuries to employees, and natural disasters.  During fiscal year 2018, the 
Academy contracted with Pashley Insurance Agency to provide insurance coverage with the Hanover 
Insurance Companies.  
 
Settled claims have not exceeded this commercial coverage in the prior three years and there have been 
no significant reductions in insurance coverage from the prior year. 
 

General Liability:  
Each Occurrence $   1,000,000 
Aggregate Limit $   2,000,000 
Products-Completed Operations Aggregate Limit $   2,000,000 

Medical Expense Limit – Any One 
Person/Occurrence 

$        15,000 

Damage to Rented Premises-Each Occurrence $      500,000 
 

Personal and Advertising Injury $   1,000,000 
Automotive Liability: $         50,000 
Combined Single Limit $   1,000,000 
Property:  
Building  $   3,000,000 
Business Personal Property/Modulars $   1,200,000 
Excess/Umbrella Liability:  
Each Occurrence $   5,000,000 

Aggregate Limit $   5,000,000 

 
 
NOTE 8 – PURCHASED SERVICES 
 
For the fiscal year ended June 30, 2018, purchased service expenses were as follows: 

 
 
 
 
 
 
 
 
 
 

Amounts included above include negative pension/OPEB expense discussed further in notes 9 and 10.   

Personnel Services 198,164$         

Professional Services 692,371          

Property Services 502,380          

Utilities 126,679          

Travel and Meetings 803                 

Communications 24,446            

Contractual Trade 159,869          

1,704,712$      
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NOTE 9 – DEFINED BENEFIT PENSIONS PLANS 
 
Net Pension Liability 
 
The net pension liability reported on the Statement of Net Position represents a liability to employees for 
pensions. Pensions are a component of exchange transactions-–between an employer and its 
employees—of salaries and benefits for employee services.  Pensions are provided to an employee—on a 
deferred-payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for pensions is a present obligation 
because it was created as a result of employment exchanges that already have occurred. 
 
The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually. 
 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which pensions are financed; however, the 
Academy does receive the benefit of employees’ services in exchange for compensation including 
pension. 
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State legislature.  Any resulting legislative change to benefits or funding could 
significantly affect the net pension liability.   Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability 
on the accrual basis of accounting.  Any liability for the contractually-required pension contribution 
outstanding at the end of the year is included accrued expenses on the accrual basis of accounting. 
 
Plan Description - School Employees Retirement System (SERS) 
 
Plan Description –Academy non-teaching employees participate in SERS, a cost-sharing, multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability, and 
survivor benefits, annual cost-of-living adjustments, and death benefits to plan members and 
beneficiaries. 
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NOTE 9 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  SERS issues a 
publicly available, stand-alone financial report that includes financial statements, required supplementary 
information, and detailed information about SERS’ fiduciary net position.  That report can be obtained by 
visiting the SERS website at www.ohsers.org under Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 

 
Eligible to Eligible to

Retire on or before Retire on or after
August 1, 2017 * August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 65 with 5 years of service credit Age 57 with 30 years of service credit

Actuarially Reduced Benefits Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Age 55 with 25 years of service credit Age 60 with 25 years of service credit

* Members with 25 years of service credit as of August 1, 2017, will be included in this plan.  
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on years of service; 2.2 percent for the first thirty years of service and 2.5 percent for years 
of service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
When a benefit recipient has received benefits for 12 months, an annual COLA is provided. This COLA is 
calculated on the base retirement benefit at the date of retirement and is not compounded. For those 
retiring prior to January 7, 2013, the COLA will continue to be a three percent simple annual COLA. For 
those retiring after January 7, 2013, beginning in calendar year 2019, the COLA will be based on the 
average percentage increase in the Consumer Price Index, capped at three percent. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the Academy is required to contribute 14 percent of annual covered payroll. The contribution 
requirements of plan members and employers are established and may be amended by the SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent for 
employers.  The Retirement Board, acting with the advice of the actuary, allocates the employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B 
Fund, and Health Care Fund).  For the fiscal year ended June 30, 2018, the allocation to pension, death 
benefits, and Medicare B was 14.00 percent. SERS allocated 0.5 percent of employer contributions to the 
Health Care Fund for fiscal year 2018 
  
The Academy’s contractually required contribution to SERS was $30,605 for fiscal year 2018.    
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NOTE 9 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description –Academy licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing, multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information, and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan, and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 
3307.  The DB plan offers an annual retirement allowance based on final average salary multiplied by a 
percentage that varies based on years of service.  Effective August 1, 2015, the calculation will be 2.2 
percent of final average salary for the five highest years of earnings multiplied by all years of service. 
Members are eligible to retire at age 60 with five years of qualifying service credit, or age 55 with 26 years 
of service, or 31 years of service regardless of age.  Age and service requirements for retirement will 
increase effective August 1, 2015, and will continue to increase periodically until they reach age 60 with 
35 years of service or age 65 with five years of service on August 1, 2026. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination 
of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan.  In the Combined Plan, 12.0 of 
the 14.0 percent member rates goes to the DC Plan and the remaining 2.0 percent goes to the DB plan. 
Member contributions to the DC plan are allocated among investment choices by the member, and 
contributions to the DB plan from the employer and the member are used to fund the defined benefit 
payment at a reduced level from the regular DB Plan.  The defined benefit portion of the Combined Plan 
payment is payable to a member on or after age 60 with five years of services.  The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity 
after termination of employment at age 50 or later.  
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another STRS plan.  The optional annuitization of a member’s defined contribution account or the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of investment gain or loss on the account.  STRS has therefore included all three plan 
options in the GASB 68 schedules of employer allocation and pension amounts by employer.  
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NOTE 9 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit that apply for disability benefits.  Members in the DC Plan who 
become disabled are entitled only to their account balance.  If a member of the DC Plan dies before 
retirement benefits begin, the member’s designated beneficiary is entitled to receive the member’s 
account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2018, plan members were required to contribute 14 percent of their annual covered salary. The 
Academy was required to contribute 14 percent; the entire 14 percent was the portion used to fund 
pension obligations. The fiscal year 2018 contribution rates were equal to the statutory maximum rates.  
 
The Academy’s contractually required contributions to STRS was $102,900 for fiscal year 2018.  
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions  
 
The net pension liability was measured as of June 30, 2017, and the total pension liability used to calculate 
the net pension liability was determined by an actuarial valuation as of that date. The Academy's 
proportion of the net pension liability was based on the Academy's share of contributions to the pension 
plan relative to the contributions of all participating entities.   
 
Following is information related to the proportionate share and pension expense: 
 

SERS STRS Total
Proportion of the Net Pension Liability
  Prior Measurement Date 0.0082544% 0.00798507%
Proportion of the Net Pension Liability
  Current Measurement Date 0.0070171% 0.00855705%

Change in Proportionate Share -0.0012373% 0.0005720%

Proportionate Share of the Net Pension
  Liability $419,255 $2,032,745 2,452,000$         
Pension Expense ($33,330) ($821,905) ($855,235)  

 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, changes in assumptions and changes in the Academy’s proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods.  
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NOTE 9 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 
The difference between projected and actual investment earnings is recognized in pension expense using 
a straight line method over a five year period beginning in the current year.  Deferred outflows and 
deferred inflows resulting from changes in sources other than differences between projected and actual 
investment earnings are amortized over the average expected remaining service lives of all members 
(both active and inactive) using the straight line method. Employer contributions to the pension plan 
subsequent to the measurement date are also required to be reported as a deferred outflow of resources. 
 
At June 30, 2018, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  

 
 
$133,505 reported as deferred outflows of resources related to pension resulting from Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the year ending June 30, 2019.  Other amounts reported as deferred outflows of resources and 
deferred inflows of resources related to pension will be recognized in pension expense as follows:  
  

SERS STRS Total

Deferred Outflows of Resources
Differences between expected and

  actual experience 18,044              78,495              96,539              

Changes of assumptions 21,679              444,584            466,263            

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 35,958              134,262            170,220            

Academy contributions subsequent to the 

  measurement date 30,605              102,900            133,505            

Total Deferred Outflows of Resources 106,286            760,241            866,527            

Deferred Inflows of Resources
Differences between expected and

  actual experience 0                        16,383              16,383              

Net difference between projected and

  actual earnings on pension plan investments 1,991                 67,083              69,074              

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 77,714              154,508            232,222            

Total Deferred Inflows of Resources 79,705              237,974            317,679            
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NOTE 9 – DEFINED BENEFIT PENSIONS PLANS (continued) 

SERS STRS Total
Fiscal Year Ending June 30:

2019 ($1,423) $55,507 $54,084
2020 16,781            146,764         163,545
2021 (9,609)            148,018         138,409
2022 (9,773)            69,078           59,305

Total ($4,024) $419,367 $415,343

 
 
Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment termination).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point.  The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant.  In many cases actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2017, are presented below: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
COLA  or Ad Hoc COLA 2.5 percent
Investment Rate of Return 7.50 percent net of investments expense, including inflation
Actuarial Cost Method Entry Age Normal
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NOTE 9 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection and a five year age set-back for both males and females.  Mortality among 
service retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection with Scale BB, 120 percent of male rates and 110 percent of female rates.  
Mortality among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 percent 
for male rates and 100 percent for female rates, set back five years is used for the period after disability 
retirement.  
 
The actuarial assumptions used in the June 30, 2017 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, payroll 
growth assumption and assumed real wage growth were reduced in the most recent actuarial valuation.  
The rates of withdrawal, retirement and disability updated to reflect recent experience and mortality rates 
the long-term return expectation for the Pension Plan Investments has been determined using a building-
block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  A 
forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating a weighted averaged of the expected 
real return premiums for each asset class, adding the projected inflation rate, and adding the expected 
return from rebalancing uncorrelated asset classes. The target allocation and best estimates of arithmetic 
real rates of return for each major assets class are summarized in the following table: 
 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
International Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Stratagies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return 

 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute.  Projected inflows from investment earning were calculated using the long-term assumed 
investment rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of projected 
benefits to determine the total pension liability.   
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NOTE 9 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the net pension liability calculated using the discount rate of 7.50 percent, as 
well as what each plan’s net pension liability would be if it were calculated using a discount rate that is 
one percentage point lower (6.50 percent), or one percentage point higher (8.50 percent) than the current 
rate.  
 

 
 
 
Actuarial Assumptions – STRS  
 
The total pension liability in the June 30, 2017, actuarial valuation was determined using the following 
actuarial assumptions, applied to all periods included in the measurement:  

 

 
 
Post-retirement mortality rates for healthy retirees are based on the RP-2014 Annuitant Mortality Table 
with 50% of rates through age 69, 70% of rates between ages 70 and 79, 90% of rates between ages 80 
and 84, and 100% of rates thereafter, projected forward generationally using mortality improvement scale 
MP-2016.  Post-retirement disabled mortality rates are based on the RP-2014 Disabled Mortality Table 
with 90% of rates for males and 100% of rates for females, projected forward generationally using 
mortality improvement scale MP-2016.  Pre-retirement mortality rates are based on RP-2014 Employee 
Mortality Table, projected forward generationally using mortality improvement scale MP-2016. Actuarial 
assumptions used in the July 1, 2017, valuation are based on the results of an actuarial experience study, 
for the period July 1, 2011 through June 30, 2016.  
  
  
  

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

Academy's proportionate share

  of the net pension liability $581,819 $419,255 $283,077
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NOTE 9 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 
The 10 year expected real rate of return on pension plan investments was determined by STRS’ investment 
consultant by developing best estimates of expected future real rates of return for each major asset class.  
The target allocation and best estimates of geometric real rates of return for each major asset class are 
summarized as follows:  
 

Target
Asset Class Allocation *

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 % 7.61 %

Long-Term Expected
Real Rate of Return **

 
 

*The target allocation percentage is effective as of July 1, 2017. Target weights will be phased in over a 
24-month period concluding on July 1, 2019. 
 
** 10-Year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25% and does not include investment expenses. Over a 30-year period, STRS Ohio’s investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2017. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate increases 
described above. For this purpose, only employer contributions that are intended to fund benefits of 
current plan members and their beneficiaries are included.   
 
Based on those assumptions, STRS’ fiduciary net position was projected to be available to make all 
projected future benefit payments to current plan members as of June 30, 2017.  Therefore, the long-
term expected rate of return on pension plan investments of 7.45 percent was applied to all periods of 
projected benefit payment to determine the total pension liability as of June 30, 2017. 
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the Academy's proportionate share of the net pension liability 
calculated using the current period discount rate assumption of 7.45 percent, as well as what the 
Academy's proportionate share of the net pension liability would be if it were calculated using a discount 
rate that is one-percentage-point lower (6.45 percent) or one-percentage-point higher (8.45 percent) than 
the current rate:  
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NOTE 9 – DEFINED BENEFIT PENSIONS PLANS (continued) 

 
 
Assumption Changes since the Prior Measurement Date 
The Retirement Board approved several changes to the actuarial assumptions in 2017. The long term 
expected rate of return was reduced from 7.75 percent to 7.45 percent, the inflation assumption was 
lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered to 3.00 percent, 
and total salary increases rate was lowered by decreasing the merit component of the individual salary 
increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy and disabled 
mortality assumptions were updated to the RP-2014 mortality tables with generational improvement 
scale MP-2016. Rates of retirement, termination and disability were modified to better reflect anticipated 
future experience. 
 
Benefit Term Changes Since the Prior Measurement Date 
Effective July 1, 2017, the COLA was reduced to zero.  
 
NOTE 10 – POSTEMPLOYMENT BENEFITS 
 
Net OPEB Liability 
 
The net OPEB liability reported on the statement of net position represents a liability to employees for 
OPEB. OPEB is a component of exchange transactions-–between an employer and its employees—of 
salaries and benefits for employee services.  OPEB are provided to an employee—on a deferred-payment 
basis—as part of the total compensation package offered by an employer for employee services each 
financial period.  The obligation to sacrifice resources for OPEB is a present obligation because it was 
created as a result of employment exchanges that already have occurred. 
 
The net OPEB liability represents the Academy’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB liability calculation is dependent on critical long-term 
variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting these estimates annually.   
 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which OPEB are financed; however, the Academy 
does receive the benefit of employees’ services in exchange for compensation including OPEB.  
 
GASB 75 assumes the liability is solely the obligation of the employer, because they benefit from employee 
services.  OPEB contributions come from these employers and health care plan enrollees which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio revised Code permits, but  

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share

  of the net pension liability $2,913,872 $2,032,745 $1,290,529
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NOTE 10 – POSTEMPLOYMENT BENEFITS (continued) 
 
Net OPEB Liability - continued 
 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
to benefits or funding could significantly affect the net OPEB liability. Resulting adjustments to the net 
OPEB liability would be effective when the changes are legally enforceable. The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB liability 
on the accrual basis of accounting.  Any liability for the contractually-required OPEB contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   
 
Plan Description - School Employees Retirement System (SERS) 
 
Health Care Plan Description - The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a 
cost-sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the death of a member or retiree, are eligible for SERS’ health care coverage. Most retirees and 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self-insured preferred provider 
organization for its non-Medicare retiree population. For both groups, SERS offers a self-insured 
prescription drug program. Health care is a benefit that is permitted, not mandated, by statute.  The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the 
plan selected, qualified years of service, Medicare eligibility, and retirement status.  
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required pensions and benefits, the 
Retirement Board may allocate the remainder of the employer contribution of 14 percent of covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2018, .5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro-rated if 
less than a full year of service credit was earned. For fiscal year 2018, this amount was $23,700. Statutes  
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NOTE 10 – POSTEMPLOYMENT BENEFITS (continued) 
 
Plan Description - School Employees Retirement System (SERS) - continued 
 
provide that no employer shall pay a health care surcharge greater than 2 percent of that employer’s 
SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the total statewide 
SERS-covered payroll for the health care surcharge.  For fiscal year 2018, the Academy’s surcharge 
obligation was $3,797.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The Academy’s contractually required contribution to SERS was 
$4,934 for fiscal year 2018.  
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part 
B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the 
report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed 
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees, for the most recent year, pay a portion of the health care costs in the form of a monthly 
premium.  Under Ohio law, funding for post-employment health care may be deducted from employer 
contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2018, STRS did 
not allocate any employer contributions to post-employment health care.   
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB  
 
The net OPEB liability was measured as of June 30, 2017, and the total OPEB liability used to calculate the 
net OPEB liability was determined by an actuarial valuation as of that date. The Academy's proportion of 
the net OPEB liability was based on the Academy's share of contributions to the respective retirement 
systems relative to the contributions of all participating entities.  Following is information related to the 
proportionate share and OPEB expense: 
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NOTE 10 – POSTEMPLOYMENT BENEFITS (continued) 
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB – continued 
 

SERS STRS Total
Proportion of the Net OPEB Liability
  Prior Measurement Date 0.00838289% 0.00798507%
Proportion of the Net OPEB Liability
  Current Measurement Date 0.00699580% 0.00855705%

Change in Proportionate Share -0.00138709% 0.00057198%

Proportionate Share of the Net 
  OPEB Liability $187,748 $333,864 $521,612
OPEB Expense $688 ($97,508) ($96,820)

 
 
At June 30, 2018, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  
 

 
 

SERS STRS Total

Deferred Outflows of Resources
Differences between expected and

  actual experience 0$                      19,273$            19,273$            

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 0                        26,219              26,219              

Academy contributions subsequent to the 

  measurement date 4,934                 0                        4,934                 

Total Deferred Outflows of Resources 4,934                 45,492              50,426              

Deferred Inflows of Resources
Changes of assumptions 17,817$            26,894$            44,711$            

Net difference between projected and

  actual earnings on OPEB plan investments 496                    14,270              14,766              

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 29,023              0                        29,023              

Total Deferred Inflows of Resources 47,336              41,164              88,500              
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NOTE 10 – POSTEMPLOYMENT BENEFITS (continued) 
 
$4,934 reported as deferred outflows of resources related to OPEB resulting from Academy contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending June 30, 2019.  Other amounts reported as deferred outflows of resources and deferred 
inflows of resources related to OPEB will be recognized in OPEB expense as follows:  
 

SERS STRS Total
Fiscal Year Ending June 30:

2019 ($17,094) ($468) ($17,562)
2020 (17,094) (468) (17,562)
2021 (13,024) (468) (13,492)
2022 (124) (466) (590)
2023 0 3,100 3,100

Thereafter 0 3,098 3,098

Total ($47,336) $4,328 ($43,008)

 
 
Actuarial Assumptions - SERS 
 
The total OPEB liability is determined by SERS’ actuaries in accordance with GASB Statement No. 74, as 
part of their annual actuarial valuation for each retirement plan. Actuarial valuations of an ongoing plan 
involve estimates of the value of reported amounts (e.g., salaries, credited service) and assumptions about 
the probability of occurrence of events far into the future (e.g., mortality, disabilities, retirements, 
employment terminations). Actuarially determined amounts are subject to continual review and potential 
modifications, as actual results are compared with past expectations and new estimates are made about 
the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point. The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
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NOTE 10 – POSTEMPLOYMENT BENEFITS (continued) 
 
Key methods and assumptions used in calculating the total OPEB liability in the latest actuarial valuation 
date of June 30, 2017, are presented below: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investments

expense, including inflation
Municipal Bond Index Rate:
    Measurement Date 3.56 percent
    Prior Measurement Date 2.92 percent
Single Equivalent Interest Rate, net of plan investment expense,
 including price inflation
    Measurement Date 3.63 percent
    Prior Measurement Date 2.98 percent
Medical Trend Assumption
    Medicare 5.50 to 5.00 percent
    Pre-Medicare 7.50 to 5.00 percent  

 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The most recent experience study was completed for the five year period ended June 30, 2015.   
 
The long-term expected rate of return on plan assets is reviewed as part of the actuarial five-year 
experience study. The most recent study covers fiscal years 2010 through 2015, and was adopted by the 
Board on April 21, 2016. Several factors are considered in evaluating the long-term rate of return 
assumption including long-term historical data, estimates inherent in current market data, and a log-
normal distribution analysis in which best-estimate ranges of expected future real rates of return were 
developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long-term expected rate of return, 7.50 percent, by weighting the expected future real rates 
of return by the target asset allocation percentage and then adding expected inflation. The capital market 
assumptions developed by the investment consultant are intended for use over a 10-year horizon and 
may not be useful in setting the long-term rate of return for funding pension plans which covers a longer 
timeframe. The assumption is intended to be a long-term assumption and is not expected to change 
absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental 
change in the market that alters expected returns in future years. 
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NOTE 10 – POSTEMPLOYMENT BENEFITS (continued) 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 
as used in the June 30, 2015 five-year experience study, are summarized as follows: 
 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return

 
Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2017 was 3.63 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2017 was 2.98 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be made 
from members and the System at the state statute contribution rate of 2.00 percent of projected covered 
employee payroll each year, which includes a 1.50 percent payroll surcharge and 0.50 percent of 
contributions from the basic benefits plan. Based on these assumptions, the OPEB plan’s fiduciary net 
position was projected to become insufficient to make future benefit payments during the fiscal year 
ending June 30, 2025. Therefore, the long-term expected rate of return on OPEB plan assets was used to 
present value the projected benefit payments through the fiscal year ending June 30, 2024 and the Fidelity 
General Obligation 20-year Municipal Bond Index rate of 3.56 percent, as of June 30, 2017 (i.e. municipal 
bond rate), was used to present value the projected benefit payments for the remaining years in the 
projection. The total present value of projected benefit payments from all years was then used to 
determine the single rate of return that was used as the discount rate. The projection of future benefit 
payments for all current plan members was until the benefit payments ran out. 
 
Sensitivity of the Academy's Proportionate Share of the Net OPEB Liability to Changes in the Discount 
Rate and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in 
the discount rate and the health care cost trend rate. The following table presents the net OPEB liability 
of SERS, what SERS' net OPEB liability would be if it were calculated using a discount rate that is 1 
percentage point lower (2.63%) and higher (4.63%) than the current discount rate (3.63%). Also shown is 
what SERS' net OPEB liability would be based on health care cost trend rates that are 1 percentage point 
lower (6.5% decreasing to 4.0%) and higher (8.5% decreasing to 6.0%) than the current rate.  
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NOTE 10 – POSTEMPLOYMENT BENEFITS (continued) 
 

 
 

Current
1% Decrease Trend Rate 1% Increase

(6.5 % decreasing (7.5 % decreasing (8.5 % decreasing
to 4.0 %) to 5.0 %) to 6.0 %)

Academy's proportionate share
  of the net OPEB liability $152,344 $187,748 $234,608  

 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2017, actuarial valuation are presented below:   

 
Inflation 2.50 percent
Projected salary increases 12.50 percent at age 20 to 

 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment

 expenses, including inflation
Payroll Increases 3 percent
Cost-of-Living Adjustments 0.0 percent, effective July 1, 2017
  (COLA)
Blended Discount Rate of Return 4.13 percent
Health Care Cost Trends 6 to 11 percent initial, 4.5 percent ultimate  

 
Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between 
ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality 
improvement scale MP-2016. For disabled retirees, mortality rates are based on the RP-2014 Disabled 
Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected forward 
generationally using mortality improvement scale MP-2016. 
 
Actuarial assumptions used in the June 30, 2017, valuation are based on the results of an actuarial 
experience study for the period July 1, 2011 through June 30, 2016.
  

Current

1% Decrease Discount Rate 1% Increase

(2.63%) (3.63%) (4.63%)

Academy's proportionate share

  of the net OPEB liability $226,731 $187,748 $156,865

Attachment 26: Audited Financial Statements Page 1253



CLEVELAND ARTS AND SOCIAL SCIENCES ACADEMY - CUYAHOGA COUNTY, OHIO 
 

NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2018 
 

39 
 

NOTE 10 – POSTEMPLOYMENT BENEFITS (continued) 
 
Since the prior measurement date, the discount rate was increased from 3.26 percent to 4.13 percent 
based on the methodology defined under GASB Statement No. 74, Financial Reporting for 
Postemployment Benefit Plans Other Than Pension Plans (OPEB) and the long term expected rate of return 
was reduced from 7.75 percent to 7.45 percent. Valuation year per capita health care costs were updated, 
and the salary scale was modified. The percentage of future retirees electing each option was updated 
based on current data and the percentage of future disabled retirees and terminated vested participants 
electing health coverage were decreased. The assumed mortality, disability, retirement, withdrawal and 
future health care cost trend rates were modified along with the portion of rebated prescription drug 
costs. 
 
Also since the prior measurement date, the subsidy multiplier for non-Medicare benefit recipients was 
reduced from 2.1 percent to 1.9 percent per year of service. Medicare Part B premium reimbursements 
were discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 2019.  Subsequent to the current measurement 
date, the date for discontinuing remaining Medicare Part B premium reimbursements was extended to 
January 2020. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
 

Target
Asset Class Allocation

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

* 10 year annualized geometric nominal returns, which  include the 
real rate of return and inflation of 2.25 percent and does not include 
investment expenses.  Over a 30-year period, STRS' investment
consultant indicates that the above target allocations should
generate a return above the actual rate of return, without net
value added by management.

Long-Term Expected
Rate of Return *
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NOTE 10 – POSTEMPLOYMENT BENEFITS (continued) 
 
Discount Rate The discount rate used to measure the total OPEB liability was 4.13 percent as of June 30, 
2017. The projection of cash flows used to determine the discount rate assumes STRS Ohio continues to 
allocate no employer contributions to the health care fund. Based on these assumptions, the OPEB plan’s 
fiduciary net position was not projected to be sufficient to make all projected future benefit payments of 
current plan members. The OPEB plan’s fiduciary net position was projected to become insufficient to 
make future benefit payments during the fiscal year ending June 30, 2037.  Therefore, the long-term 
expected rate of return on OPEB plan assets was used to determine the present value of the projected 
benefit payments through the fiscal year ending June 30, 2036 and the Bond Buyer 20-year municipal 
bond rate of 3.58 percent as of June 30, 2017 (i.e. municipal bond rate), was used to determine the present 
value of the projected benefit payments for the remaining years in the projection.  The total present value 
of projected benefit payments from all years was then used to determine the single rate of return that 
was used as the discount rate. The blended discount rate of 4.13 percent, which represents the long-term 
expected rate of return of 7.45 percent for the funded benefit payments and the Bond Buyer 20-year 
municipal bond rate of 3.58 percent for the unfunded benefit payments, was used to measure the total 
OPEB liability as of June 30, 2017.  A blended discount rate of 3.26 percent which represents the long term 
expected rate of return of 7.75 percent for the funded benefit payments and the Bond Buyer 20-year 
municipal bond rate of 2.85 percent for the unfunded benefit payments was used to measure the total 
OPEB liability at June 30, 2016. 
 
Sensitivity of the Academy’s Proportionate Share of the Net OPEB Liability to Changes in the Discount 
and Health Care Cost Trend Rate The following table represents the net OPEB liability as of June 30, 2017, 
calculated using the current period discount rate assumption of 4.13 percent, as well as what the net 
OPEB liability would be if it were calculated using a discount rate that is one percentage point lower (3.13 
percent) or one percentage point higher (5.13 percent) than the current assumption. Also shown is the 
net OPEB liability as if it were calculated using health care cost trend rates that are one percentage point 
lower or one percentage point higher than the current health care cost trend rates. 
 
 

Current
1% Decrease Discount Rate 1% Increase

(3.13%) (4.13%) (5.13%)
Academy's proportionate share
  of the net OPEB liability $448,208 $333,864 $243,496

 

Current
1% Decrease Trend Rate 1% Increase

Academy's proportionate share
  of the net OPEB liability $231,955 $333,864 $467,990
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NOTE 11 - CONTINGENCIES 
 
Grants - The Academy received financial assistance from federal and state agencies in the form of grants. 
The disbursement of funds received under these programs generally requires compliance with terms and 
conditions specified in the grant agreements and are subject to audit by the grantor agencies.  Any 
disallowed claims resulting from such audits could become a liability of the Academy.  However, in the 
opinion of management, any such disallowed claims will not have a material adverse effect on the overall 
financial position of the Academy at June 30, 2018. 
 
Litigation - There are currently no matters in litigation with the Academy as defendant. 

 
Full-Time Equivalency - Academy foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  
 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal 
year end that may result in an additional adjustment to the enrollment information as well as claw backs 
of Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE did not perform such a review on the Academy for fiscal year 2018.  
 
As of the date of this report, additional ODE adjustments for fiscal year 2018 are not finalized.  As a result, 
the impact of future FTE adjustments on the fiscal year 2018 financial statements is not determinable, at 
this time. Management believes this may result in either an additional receivable to, or a liability of, the 
Academy. 
 
In addition, the Academy’s contracts with their Sponsor and Management Company require payment 
based on revenues received from the State.  As discussed above, additional FTE adjustments for fiscal year 
2018 are not finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 2018 
financial statements, related to additional reconciliation necessary with these contracts, is not 
determinable.  Management believes this may result in either an additional receivable to, or liability of, 
the Academy.   
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NOTE 12 – BUILDING LEASES 
 
In October 2008, the Academy entered into a lease agreement with Springfield Investment Properties, 
LLC, a wholly owned subsidiary of Mosaica Education, Inc., for use of a school facility. This new facility was 
put into service in August 2010, the commencement date of the lease. The lease term is the 
commencement date through June 2020. The annual base rent for the new facility was $415,000 subject 
to adjustment for investments made by the landlord for site improvements.  
 
On January 9, 2015, the Academy signed a second amendment to the lease for the building that houses 
the Academy, in which Accel Schools was substituted as the landlord for Mosaica Education, Inc. On July 
31, 2015 a third amendment to the lease was signed between the Academy and Accel Schools, LLC, in 
which the Annual base rent under the third amended lease is $471,400. Beginning on January 9, 2016 and 
continuing on each subsequent anniversary of the commencement date (adjustment date) the rent will 
be adjusted by the CPI for the month that is 16 months before the adjustment date. 
 
The Academy paid $471,028 for rent during the fiscal year 2018. Under the lease agreement, the Academy 
is responsible for payment of all utilities and repairs and maintenance. The future minimum payments 
required under the facility lease are as follows: 
 

 
 
 
 
 

NOTE 13 - SPONSOR 
 
The Academy was approved for operation under a contract with the Ohio Council of Community Schools 
Council (the Sponsor) for a period of three academic years commencing April 26, 2005 and ending on June 
30, 2009. Contract extensions were executed extending the contract period through June 30, 2016 and 
through June 30, 2021. As part of this contract, the Sponsor is entitled to a maximum of three percent of 
all revenues. Total Sponsor Fees incurred during fiscal year 2018 was $59,825. 
 
  

Year Ending June 30: Amount

2019 515,112$         

2020 350,565          

Total future minimum lease payments 865,677$         
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NOTE 14 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES 
 

The Academy entered into an agreement with Accel Schools, a management company, to provide legal, 
financial, and other management support services for fiscal year 2018. The agreement was for a period of 
five years beginning July 1, 2015. Management fees are calculated as 12.5% of the Academy’s State 
Revenue, plus $20,000 for managing Federal Funds. The total amount due from the Academy for the fiscal 
year ending June 30, 2018 was $271,175 and is included under “Purchased Services” on the Statement of 
Revenues, Expenses and Changes in Net Position. 
 
Also per the management agreement there are expenses that will be billed to the Academy based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of Accel employees working 
in at the Academy and other costs related to providing education and administrative services. The total 
amount billed to the Academy inclusive of management fees during fiscal year 2018 was $1,344,598. 
 
The following is a summary of the management company expenses during fiscal year 2018: 
 

 
 
Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro-rated based on 
full time equivalent (FTE) head count as of June 30, 2018 by each school it manages.  
 
  

Cleveland Arts & Social Sciences Academy

Regular 
Instruction

(1100 Function 
Codes)

Special 
Instruction

(1200 Function 
Codes)

Support 
Services

(2000 Function 
Codes)

Non-Instructional 
(3000 through 
7000 Function 

Codes)

Total

Direct Expenses: 
Salaries & Wages (100 Object Codes) 736,428$        109,091$        191,336$        -$                     1,036,855$ 
Employees’ Benefits (200 Object Codes) 47,757            1,359              22,300            -                       71,416        
Professional & Technical Services (410 Object Codes) -                  -                  281,858          -                       281,858      
Supplies (500 Object Codes) 1,732              -                  2,959              -                       4,691          
Other Direct Costs (All Other Object Codes) -                  -                  6,507              -                       6,507          
Indirect Expenses: 
Overhead -                  -                  247,657          -                       247,657      
  
Total Expenses 785,917$        110,450$        752,617$        -$                     1,648,984$ 
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NOTE 15 – IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES AND RESTATEMENT OF NET 
POSITION 

For the fiscal year ended June 30, 2018, the Academy has implemented Governmental Accounting 
Standards Board (GASB) Statement No. 75, Accounting and Financial reporting for Postemployment 
Benefits other than Pensions, GASB Statement No. 81, Irrevocable Split-Interest Agreements, GASB 
Statement No. 85, Omnibus 2017 and GASB Statement No. 86, Certain Debt Extinguishments. 
 
GASB Statement No. 75 requires recognition of the entire net postemployment benefits other than 
pensions (other postemployment benefits or OPEB) liability and a more comprehensive measure of 
postemployment benefits expense for OPEB provided to the employees of state and local governmental 
employers through OPEB plans that are administered through trusts or equivalent arrangements. The 
implementation of GASB Statement No. 75 resulted in the inclusion of net OPEB liability and OPEB expense 
components on the accrual financial statements.  See below for the effect on net position as previously 
reported.  
 
GASB Statement No. 81 requires that a government that receives resources pursuant to an irrevocable 
split-interest agreement recognize assets, liabilities, and deferred inflows of resources at the inception of 
the agreement. Furthermore, it requires that a government recognize assets representing its beneficial 
interests in irrevocable split-interest agreements that are administered by a third party, if the government 
controls the present service capacity of the beneficial interests. This Statement also requires that a 
government recognize revenue when the resources become applicable to the reporting period.  The 
implementation of GASB Statement No. 81 did not have an effect on the financial statements of the 
Academy. 
 
GASB Statement No. 85 addresses a variety of topics including issues related to blending component units, 
goodwill, fair value measurement and application, and postemployment benefits. These changes were 
incorporated in the Academy’s fiscal year 2018 financial statements; however, there was no effect on 
beginning net position.  
 
GASB Statement No. 86 addresses the reporting and disclosure requirements of certain debt 
extinguishments including in-substance defeasance transactions and prepaid insurance associated with 
debt that is extinguished. The implementation of GASB Statement No. 86 did not have an effect on the 
financial statements of the Academy. 
 

Net Position June 30, 2017 (3,815,917)$ 

Adjustments:
Net OPEB liability (665,988)       
Deferred Outflow - Payments Subsequent to Measurement Date 4,548              

Restated Net Position June 30, 2017 (4,477,357)$ 

Other than employer contributions subsequent to the measurement date, the Academy made no 
restatement for deferred inflows/outflows of resources as the information needed to generate these 
restatements was not available. 
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NOTE 16 - MANAGEMENT PLAN 
 
For fiscal year 2018, the Academy had a net position deficit of $(3,346,732), including impact of net 
pension/OPEB liabilities and related accruals. The Academy’s net deficit in fiscal year 2018 improved from 
the $(4,477,357) restated net deficit in fiscal 2017. Enrollment decreased in fiscal year 2018 to 260, down 
from 327 in fiscal year 2017.  The Academy’s ability to maintain a stable administrative and instructional 
team along with active advertising via print, radio, mailings and through referrals of current parents is 
anticipated to help produce the likelihood of future enrollment growth leading to surpluses and provide 
an opportunity for the Academy to recover from its prior deficits.
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See accompanying notes to the required supplementary information. 

2018 2017 2016 2015 2014
Academy's Proportion of the Net Pension

Liability 0.00701710% 0.00825440% 0.0070147% 0.008262% 0.008262%

Academy's Proportionate Share of the Net
Pension Liability 419,255$        604,146$        400,267$        418,135$        491,315$        

Academy's Covered Payroll 213,750$        297,943$        68,323$          226,905$        207,659$        

Academy's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 196.14% 202.77% 585.84% 184.28% 236.60%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 69.50% 62.98% 69.16% 71.70% 65.52%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net Pension Liability

School Employees Retirement System of Ohio
Last Five Fiscal Years (1)
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See accompanying notes to the required supplementary information. 

2018 2017 2016 2015 2014
Academy's Proportion of the Net Pension

Liability 0.00855705% 0.00798507% 0.00825001% 0.00919671% 0.00919671%

Academy's Proportionate Share of the Net
Pension Liability 2,032,745$       2,672,845$       2,280,061$       2,236,958$       2,664,650$       

Academy's Covered Payroll 940,743$          826,414$          860,750$          1,028,554$       979,946$          

Academy's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 216.08% 323.43% 264.89% 217.49% 271.92%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 75.30% 66.80% 72.10% 74.70% 69.30%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net Pension Liability

State Teachers Retirement System of Ohio
Last Five Fiscal Years (1)
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2018 2017 2016 2015 2014 2013 2012 2011 2010 2009

Contractually Required Contribution 30,605$           29,925$           41,712$       9,005$         31,449$         28,740$        43,821$        33,761$        14,564$        9,748$          

Contributions in Relation to the Contractually 

Required Contribution (30,605)$          (29,925)$          (41,712)$      (9,005)$        (31,449)$        (28,740)$      (43,821)$      (33,761)$      (14,564)$      (9,748)$         

Contribution Deficiency (Excess) -$                  -$                  -$              -$              -$                -$              -$              -$              -$              -$              

Academy's Covered Payroll 235,096$         213,750$         297,943$     68,323$       226,905$       207,659$     325,807$     268,584$     107,563$     99,065$        

Contributions as a Percentage of

Covered Payroll 13.02% 14.00% 14.00% 13.18% 13.86% 13.84% 13.45% 12.57% 13.54% 9.84%

 
 
 
 
See accompanying notes to the required supplementary information. 
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2018 2017 2016 2015 2014 2013 2012 2011 2010 2009

Contractually Required Contribution 102,900$    131,704$    115,698$    120,505$    133,712$     127,393$    110,384$    115,185$    78,124$       64,133$       

Contributions in Relation to the Contractually 

Required Contribution (102,900)$   (131,704)$   (115,698)$   (120,505)$   (133,712)$    (127,393)$   (110,384)$   (115,185)$   (78,124)$     (64,133)$     

Contribution Deficiency (Excess) -$             -$             -$             -$             -$              -$             -$             -$             -$             -$             

Academy's Covered Payroll 735,000$    940,743$    826,414$    860,750$    1,028,554$  979,946$    849,108$    886,038$    600,954$    493,331$    

Contributions as a Percentage of

Covered Payroll 14.00% 14.00% 14.00% 14.00% 13.00% 13.00% 13.00% 13.00% 13.00% 13.00%

 
 

See accompanying notes to the required supplementary information. 
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2018 2017

Academy's Proportion of the Net OPEB Liability 0.0069958% 0.0083829%

Academy's Proportionate Share of the Net OPEB Liability 187,748$         238,944$         

Academy's Covered Payroll 213,750$         297,943$         

Academy's Proportionate Share of the Net OPEB Liability 87.84% 80.20%

as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 12.46% 62.98%

Total OPEB Liability

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 

      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date

     which is the prior fiscal period end. 

 
See accompanying notes to the required supplementary information. 
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2018 2017

Academy's Proportion of the Net OPEB Liability 0.00855705% 0.00798507%

Academy's Proportionate Share of the Net OPEB Liability 333,864$         427,044$         

Academy's Covered Payroll 940,743$         826,414$         

Academy's Proportionate Share of the Net OPEB Liability 35.49% 51.67%

as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 47.10% 62.98%

Total OPEB Liability

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information
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2018 2017 2016 2015 2014 2013 2012 2011 2010 2009

Contractually Required Contribution 4,934$         4,548$         4,319$         560$            1,825$          1,623$         1,898$         1,462$         1,763$         4,448$         

Contributions in Relation to the Contractually 

Required Contribution (4,934)$        (4,548)$        (4,319)$        (560)$           (1,825)$         (1,623)$        (1,898)$        (1,462)$        (1,763)$        (4,448)$        

Contribution Deficiency (Excess) -$             -$             -$             -$             -$              -$             -$             -$             -$             -$             

Academy's Covered Payroll 235,096$    213,750$    297,943$    68,323$       226,905$     207,659$    325,807$    268,584$    107,563$    99,065$       

Contributions as a Percentage of

Covered Payroll 2.10% 2.13% 1.45% 0.82% 0.80% 0.78% 0.58% 0.54% 1.64% 4.49%

 
 
 
 
 
 
See accompanying notes to the required supplementary information. 
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2018 2017 2016 2015 2014 2013 2012 2011 2010 2009

Contractually Required Contribution -$             -$             -$             -$             10,286$        9,799$         8,491$         8,860$         6,010$         4,933$         

Contributions in Relation to the Contractually 

Required Contribution -$             -$             -$             -$             (10,286)$      (9,799)$        (8,491)$        (8,860)$        (6,010)$        (4,933)$        

Contribution Deficiency (Excess) -$             -$             -$             -$             -$              -$             -$             -$             -$             -$             

Academy's Covered Payroll 735,000$    940,743$    826,414$    860,750$    1,028,554$  979,946$    849,108$    886,038$    600,954$    493,331$    

Contributions as a Percentage of

Covered Payroll 0.00% 0.00% 0.00% 0.00% 1.00% 1.00% 1.00% 1.00% 1.00% 1.00%

 
 
 
 
 
 

See accompanying notes to the required supplementary information. 
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Net Pension Liability  
 
Changes of benefit terms - SERS:  
 
There were no changes in benefit terms from the amounts reported for fiscal years 2014-2018. 
 
The following changes were made to the benefit terms in 2018 as identified: The COLA was changed from 
a fixed 3.00% to a COLA that is indexed to CPI-W not greater than 2.5% with a floor of 0% beginning 
January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has enacted a 
three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in assumptions - SERS:  
 
There were no changes in methods and assumptions used in the calculation of actuarial determined 
contributions for fiscal years 2014-2016 and 2018. For fiscal year 2018, the following changes of 
assumptions affected the total pension liability since the prior measurement date: (a) the assumed rate 
of inflation was reduced from 3.25% to 3.00%, (b) payroll growth assumption was reduced from 4.00% to 
3.50%, (c) assumed real wage growth was reduced from 0.75% to 0.50%, (d) Rates of withdrawal, 
retirement and disability were updated to reflect recent experience, (e) mortality among active members 
was updated to RP-2014 Blue Collar Mortality Table with fully generational projection and a five year age 
set-back for both males and females, (f) mortality among service retired members, and beneficiaries was 
updated to the following RP-2014 Blue Collar Mortality Table with fully generational projection with Scale 
BB, 120% of male rates, and 110% of female rates and (g) mortality among disable member was updated 
to RP-2000 Disabled Mortality Table, 90% for male rates and 100% for female rates, set back five years is 
used for the period after disability retirement (h) change in discount rate from 7.75% to 7.5%.   

 
Changes in benefit terms - STRS:  
 
There were no changes in benefit terms from the amounts reported for fiscal years 2014-2017. Effective 
for fiscal year 2018, the cost of living adjustment (COLA) was reduced to zero. 
 
Changes in assumptions - STRS:  
 
There were no changes in methods and assumptions used in the calculation of actuarial determined 
contributions for fiscal years 2014-2018.  For fiscal year 2018, the following changes of assumptions 
affected the total pension liability since the prior measurement date: (a) inflation assumption lowered 
from 2.75% to 2.50%, (b) investment return assumption lowered from 7.75% to 7.45%, (c) total salary 
increases rates lowered by decreasing the merit component of the individual salary increases, as well as 
by 0.25% due to lower inflation, (d) payroll growth assumption lowered to 3.00%, (e) updated the healthy 
and disable mortality assumption to the “RP-2014” mortality tables with generational improvement scale 
MP-2016, (f) rates of retirement, termination and disability were modified to better reflect anticipated 
future experience.  
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Net OPEB Liability  
  
Changes in Assumptions – SERS  
  
Amounts reported for fiscal year 2018 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability as presented below:  
  
Municipal Bond Index Rate: 
    Fiscal year 2018          3.56 percent 
    Fiscal year 2017         2.92 percent 
Single Equivalent Interest Rate, net of plan investment expense, 
 including price inflation 
    Fiscal year 2018          3.63 percent 
    Fiscal year 2017         2.98 percent 
  
 Changes in Assumptions – STRS  
  
For fiscal year 2018, the discount rate was increased from 3.26 percent to 4.13 percent based on the 
methodology defined under GASB Statement No. 74, Financial Reporting for Postemployment Benefit 
Plans Other Than Pension Plans (OPEB) and the long term expected rate of return was reduced from 7.75 
percent to 7.45 percent. Valuation year per capita health care costs were updated, and the salary scale 
was modified. The percentage of future retirees electing each option was updated based on current data 
and the percentage of future disabled retirees and terminated vested participants electing health 
coverage were decreased. The assumed mortality, disability, retirement, withdrawal and future health 
care cost trend rates were modified along with the portion of rebated prescription drug costs.  
  
Also, for fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. 
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December 28, 2018

To the Board of Directors
Cleveland Arts and Social Sciences Academy
Cuyahoga County, Ohio
10701 Shaker Blvd
Cleveland, Ohio 44115

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the Cleveland Arts and Social Sciences 
Academy, Cuyahoga County, Ohio (the “Academy”) as of and for the year ended June 30, 2018, and the related 
notes to the financial statements, which collectively comprise the Academy’s basic financial statements, and have 
issued our report thereon dated December 28, 2018, in which we noted the Academy restated their net position to 
account for the implementation of Governmental Accounting Standard Board (GASB) Statement No. 75, 
“Accounting and Financial reporting for Postemployment Benefits other than Pensions”, and the Academy has 
suffered recurring losses from operations and has a net position deficit of $3,346,732, including the net effect of 
net pension liability, net OPEB liability and related accruals totaling $2,462,838, that raises substantial doubt 
about its ability to continue as a going concern.

Internal Control over Financial Reporting

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

A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance. 
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Cleveland Arts and Social Sciences Academy 
Independent Auditor’s Report on Internal Control over Financial Reporting 
   and on Compliance and Other Matters Based on an Audit of 
   Financial Statements Performed in Accordance with 

Government Auditing Standards
Page 2 of 2

Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified.

Compliance and Other Matters

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

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose.

Cambridge, Ohio
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Board of Directors 
Cleveland Arts and Social Science Academy 
10701 Shaker Blvd. 
Cleveland, Ohio 44115 
 
 
We have reviewed the Independent Auditor’s Report of the Cleveland Arts and Social Science 
Academy, Cuyahoga County, prepared by Rea & Associates, Inc., for the audit period July 1, 
2016 through June 30, 2017.  Based upon this review, we have accepted these reports in lieu of 
the audit required by Section 117.11, Revised Code.  The Auditor of State did not audit the 
accompanying financial statements and, accordingly, we are unable to express, and do not 
express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Cleveland Arts and Social Science Academy is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
 
 
Dave Yost 
Auditor of State 
 
February 22, 2018  
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December 26, 2017 
 
To the Board of Directors 
Cleveland Arts and Social Sciences Academy 
Cuyahoga County, Ohio 
10701 Shaker Blvd 
Cleveland, Ohio 44115 
 

INDEPENDENT AUDITOR'S REPORT 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Cleveland Arts and Social Sciences 
Academy, Cuyahoga County, Ohio, (the “Academy”) as of and for the year ended June 30, 2017, and the 
related notes to the financial statements, which collectively comprise the Academy’s basic financial 
statements as listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the Academy’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Academy’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
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Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position 
of the Academy as of June 30, 2017, and the changes in its financial position and its cash flows for the year then 
ended in accordance with accounting principles generally accepted in the United States of America. 
 
Emphasis of a Matter  
 
The accompanying financial statements have been prepared assuming the Academy will continue as a going 
concern. As disclosed in Note 15 to the financial statements, the Academy has previously suffered recurring losses 
from operations and has a net position deficit of $3,815,917 that raises substantial doubt about its ability to continue 
as a going concern. This deficit net position includes the effect of the net pension liability and related accruals 
totaling $2,891,892. Note 15 describes management’s plan regarding these issues. The financial statements do not 
include any adjustments that might result from the outcome of this uncertainty. Our opinion is not modified with 
respect to this matter. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s Discussion 
and Analysis and the Schedule of the Academy's Proportionate Share of the Net Pension Liability, and Schedule of 
the Academy’s Contributions on pages 4-8, 33-34, and 35-36, respectively, be presented to supplement the basic 
financial statements. Such information, although not a part of the basic financial statements, is required by the 
Governmental Accounting Standards Board who considers it to be an essential part of financial reporting for placing 
the basic financial statements in an appropriate operational, economic, or historical context. We have applied certain 
limited procedures to the required supplementary information in accordance with auditing standards generally 
accepted in the United States of America, which consisted of inquiries of management about the methods of 
preparing the information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic financial 
statements. We do not express an opinion or provide any assurance on the information because the limited 
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.  
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated December 26, 2017 on our 
consideration of the Academy’s internal control over financial reporting and on our tests of its compliance with 
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report 
is to describe the scope of our testing of internal control over financial reporting and compliance and the results of 
that testing, and not to provide an opinion on internal control over financial reporting or on compliance. That report 
is an integral part of an audit performed in accordance with Government Auditing Standards in considering the 
Academy’s internal control over financial reporting and compliance. 
 
 
 
 
 

Cambridge, Ohio 
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The discussion and analysis of the Cleveland Arts and Social Sciences Academy’s (the “Academy”) financial 
performance provides an overall review of the Academy’s financial activities for the fiscal year ended June 
30, 2017. Readers should also review the basic financial statements and notes to enhance their 
understanding of the Academy’s financial performance. 
 

FINANCIAL HIGHLIGHTS 
 
The Academy finished its twelfth year of operations during fiscal year 2017 serving Kindergarten through 
eighth grade. Enrollment varied during the year, but the Academy ended the year with 327 students. 
 
Key highlights for fiscal year 2017 are as follows: 
 

 Net position increased $64,602. 

 Operating revenues for fiscal year 2017 were $2,619,332 as compared to $2,654,645 for fiscal 
year 2016. 

 Operating expenses for fiscal year 2017 were $3,217,772 as compared to $2,848,012 for fiscal 
year 2016. 
 
 

OVERVIEW OF THE FINANCIAL STATEMENTS  
 
The financial report consists of three parts: the required supplemental information, the basic financial 
statements, and the notes to the basic financial statements. These statements are organized so the reader 
can understand the financial position of the academy. Enterprise accounting uses a flow of economic 
resource measurement focus. With this measurement focus, all assets and deferred outflows of resources 
and all liabilities and deferred inflows of resources are included on the statement of net position. The 
statement of net position represents the net position of the Academy.  The statement of revenues, 
expenses, and changes in net position presents increases (e.g., revenues) and decreases (e.g. expenses) 
in net position.  The statement of cash flows reflects how the academy finances and meets its cash flow 
needs. Finally, the notes to the basic financial statements provide additional information that is essential 
to full understanding of the data provided on the basic financial statements.   
 

FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE 
 
The Academy is not required to present government-wide financial statements as the Academy is engaged 
in only business-type activities.  Therefore, no condensed financial information derived from the 
governmental-wide financial statements is included in the discussion and analysis.    
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Table 1 provides a summary of Academy’s net position for 2017 compared to 2016: 

 

Assets: 2017 2016

  Current Assets:

     Cash and Cash Equivalents 264,642$               204,306$              

     Accounts Receivable 2,183                     -                        

     Intergovernmental Receivable 99,689                   35,530                  

     Prepaid Expense 78,252                   21,261                  

    Other Assets -                        34,783                  

      Total Current Assets 444,766                 295,881                

Noncurrent assets:

  Capital Assets, net of Accumulated Depreciation 60,480                   77,305                  

    Total Noncurrent Assets 60,480                   77,305                  

Total Assets 505,246                 373,186                

Deferred Outflows of Resources 646,717                 269,861                

Liabilities:

Current Liabilities

  Accounts Payable, Trade 34,668                   32,220                  

  Accounts Payale, Related Party 146,630                 79,237                  

  Accrued Expenses 4,792                     -                        

    Total Current Liabilities 186,090 111,457

Noncurrent Liabilities:

  Net Pension Liability 3,276,991 2,680,328

  Noncurrent Portion of Long-term Debt 1,243,181 1,243,181

    Total Noncurrent Liabilities 4,520,172 3,923,509

       Total Liabilities 4,706,262 4,034,966

Deferred Inflows of Resources 261,618 488,600

Net Position

  Invested in Capital Assets 60,480 77,305

  Unrestricted Net Position (3,876,397) (3,957,824)

    Total Net Position (3,815,917)$          (3,880,519)$          

Table 1

Statement of Net Position

 
Total net position increased $64,602 in fiscal year 2017. However, while still positive, this change in net 
position was much lower than the prior year primarily due to the debt forgiveness from Accel Schools, the 
Academy’s management company in 2016 and an increase in expenses during fiscal year 2017. The 
Academy enrollment in fiscal year 2017 was relatively flat at 327 students compared to 332 students in 
fiscal year in 2016. Enrollment as of November 2017 has decreased to 257. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Under the standards required by GASB 68, the net pension liability equals the Academy’s proportionate 
share of each plan’s collective: 
 

1. Present value of estimated future pension benefits attributable to active and inactive employees 
past service  

2 Minus plan assets available to pay these benefits 
 
GASB notes that pension obligations, whether funded or unfunded, are part of the “employment 
exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, and the 
promise of a future pension.  GASB noted that the unfunded portion of this pension promise is a present 
obligation of the government, part of a bargained-for benefit to the employee, and should accordingly be 
reported by the government as a liability since they received the benefit of the exchange.  However, the 
Academy is not responsible for certain key factors affecting the balance of this liability.  In Ohio, the 
employee shares the obligation of funding pension benefits with the employer.  Both employer and 
employee contribution rates are capped by State statute.  A change in these caps requires action of both 
Houses of the General Assembly and approval of the Governor.  Benefit provisions are also determined 
by State statute.  The employee enters the employment exchange with the knowledge that the employer’s 
promise is limited not by contract but by law.  The employer enters the exchange also knowing that there 
is a specific, legal limit to its contribution to the pension system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension system as against the public employer.  State law operates 
to mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the employment exchange with notice as to the law.  The pension system is responsible for the 
administration of the plan.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability.  As explained above, changes in pension benefits, contribution rates, 
and return on investments affect the balance of the net pension liability, but are outside the control of 
the local government. In the event that contributions, investment returns, and other changes are 
insufficient to keep up with required pension payments, State statute does not assign/identify the 
responsible party for the unfunded portion.  Due to the unique nature of how the net pension liability is 
satisfied, this liability is separately identified within the long-term liability section of the statement of net 
position. 
 
In accordance with GASB 68, the Academy’s statements prepared on an accrual basis of accounting 
include an annual pension expense for their proportionate share of each plan’s change in net pension 
liability not accounted for as deferred inflows/outflows. As a result of implementing GASB 68, the 
Academy is reporting a net pension liability and deferred inflows/outflows of resources related to pension 
on the accrual basis of accounting.   
 
Current year changes in deferred outflows/ inflows of resources and the net pension liability are the result 
of changes in accruals related to GASB 68. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Over time, net position can serve as a useful indicator of a government’s financial position. At June 30, 
2017, the Academy’s net position totaled ($3,815,917).  
 
Table 2 reflects the changes in net position for fiscal year 2017 as compared to 2016: 
 

2017 2016

Operating Revenues:

  State Aid 2,619,332$           2,608,302$           

  Miscellaneous -                        46,343                  

    Total Operating Revenues 2,619,332             2,654,645             

Operating Expenses:

  Purchased Services 3,114,505             2,745,208             

  Depreciation 16,824                  22,573                  

  Supplies 79,375 59,994

  Other Operating Expense 7,068 20,237

    Total Operating Expenses 3,217,772 2,848,012

      Operating Loss (598,440) (193,367)

Non-Operating Revenues:

  Federal/State Restricted Grants 694,122 555,959

  Debt Forgiveness -                        500,000

  Interest Expense (31,080) (28,490)

    Net Nonoperating Revenues and Expenses 663,042                1,027,470             

Change in Net Position 64,602 834,103

Net Position Beginning of Year (3,880,519) (4,714,622)

Net Position End of Year (3,815,917)$          (3,880,519)$          

Table 2

Statement of Revenues, Expenses and Changes in Net Position

 
The Academy saw a decrease in the Change in Net Position experienced in the prior year.  This was 
primarily due to Debt Forgiveness provided to the Academy in the prior year by Accel Schools, the 
Academy’s management company.  This did not reoccur in fiscal year 2017.  Additionally, the Academy 
saw a significant increase in Purchased Services over the prior year in the areas of staffing, facility costs, 
and the professional services. 

 
BUDGETING 
 
Unlike other public schools located in the State of Ohio, community schools are not required to follow 
budgetary provision set forth in the Ohio Revised Code Chapter 5705, other than the development of a 
five-year forecast. The Academy’s contract with its sponsor also requires an annual financial plan.   
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CAPITAL ASSETS  
 
At the end of fiscal year 2017, the Academy had $60,480 invested in capital assets (net of accumulated 
depreciation) for computers and software, furniture and equipment, and leasehold improvements. The 
following table shows fiscal year 2017 compared to 2016:     

 

2017 2016 Change

Computers & Software 60,040$           76,384$         (16,344)$       

Leasehold Improvements 440                  920 (480)

Total Capital Assets, Net 60,480$           77,304$         (16,824)$       

Capital Assets at June 30 (Net of Depreciation)

 
For further information regarding the Academy’s capital assets, refer to Note 5 of the basic financial 
statements.   
 

DEBT 
 
In July 2015, Accel Schools, a related party, retired the promissory note to Mosaica and issued a new 
$1,243,181 promissory note to the Academy. Interest only payments were made for the year ended June 
30, 2017.  For further information regarding the Academy’s debt, refer to Note 6 to the basic financial 
statements. 
 

OPERATIONS 
 
Cleveland Arts and Social Sciences Academy is a nonprofit corporation established pursuant to Ohio 
Revised Code Chapter 1702. The Academy offers education for Ohio children in grades K-8. The Academy 
is independent of any school district and is nonsectarian in its programs, admission policies, employment 
practices, and all other operations. The Academy may lease or acquire facilities as needed and contract 
for any services necessary for the operation of the Academy.   
 

REQUESTS FOR INFORMATION 
 
This financial report is designed to provide citizens, taxpayers, investors, and creditors with a general 
overview of the Academy’s finances and to show the Academy’s accountability for the money it receives.  
If you have any question concerning this report, please contact the Academy’s Fiscal Officer, C. David 
Massa, CPA of Massa Financial Solutions, LLC, 10701 Shaker Blvd., Cleveland, Ohio 44115. 
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CLEVELAND ARTS & SOCIAL SCIENCES ACADEMY - CUYAHOGA COUNTY, OHIO 

  
Statement of Net Position 

June 30, 2017 

 
Assets:

Current Assets:

    Cash and Cash Equivalents 264,642$          

    Accounts Receivable 2,183

    Intergovernmental Receivable 99,689

    Prepaid Expense 78,252

      Total Current Assets 444,766

Noncurrent Assets:

  Capital Assets, net of Accumulated Depreciation 60,480

60,480

Total Assets 505,246            

Deferred Outflows of Resources 646,717            

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 34,668               

    Accounts Payable, Related Party 146,630            

    Accrued Expenses 4,792                 

       Total Current Liabilities 186,090            

Noncurrent Liabilities:

  Net Pension Liability 3,276,991

  Noncurrent Portion of Long-term Debt 1,243,181

    Total Noncurrent Liabilities 4,520,172

       Total Liabilities 4,706,262

Deferred Inflows of Resources 261,618

Net Position:

  Invested in Capital Assets 60,480

  Unrestricted Net Position (3,876,397)

  Total Net Position (3,815,917)$     

See Accompanying Notes to the Basic Financial Statements  
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CLEVELAND ARTS & SOCIAL SCIENCES ACADEMY - CUYAHOGA COUNTY, OHIO  

  
Statement of Revenues, 

Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2017 

 
 

Operating Revenues:

  State Aid 2,619,332$       

    Total Operating Revenues 2,619,332

Operating Expenses:

  Purchased Services 3,114,505

  Depreciation 16,824

  Supplies 79,375

  Other Operating Expenses 7,068

    Total Operating Expenses 3,217,772

      Operating Loss (598,440)

Non-Operating Revenues and (Expenses):

  Federal and State Restricted Grants 694,122

  Interest Expense (31,080)             

    Net Non-operating Revenues and (Expenses) 663,042

Change in Net Position 64,602               

Net Position Beginning of Year (3,880,519)        

Net Position End of Year (3,815,917)$     

See Accompanying Notes to the Basic Financial Statements  
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CLEVELAND ARTS & SOCIAL SCIENCES ACADEMY - CUYAHOGA COUNTY, OHIO  

  
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2017 
 

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 2,619,332$             

Cash Payments to Suppliers for Goods and Services (3,157,881)              

Net Cash Used For Operating Activities (538,549)                 

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Federal and State Grant Receipts 629,965                  

Net Cash Provided By Noncapital Financing Activities 629,965                  

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Note Payable Interest Payments (31,080)                   

Net Cash Used For Capital and Related Financing Activities (31,080)                   

Net Increase in Cash and Cash Equivalents 60,336                     

Cash and Cash Equivalents - Beginning of the Year 204,306                  

Cash and Cash Equivalents - Ending of the Year 264,642$                

 
 
 

       See Accompanying Notes to the Basic Financial Statements 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

(Continued) 
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CLEVELAND ARTS & SOCIAL SCIENCES ACADEMY - CUYAHOGA COUNTY, OHIO  
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2017 

(Continued) 
 

Reconciliation of Operating Loss to Net Cash Used For Operating Activities

Operating Loss (598,440)$               

Adjustments to Reconcile Operating Loss to 

Net Cash Used For Operating Activities:

Depreciation 16,824                     

Changes in Assets, Liabilities, and Deferred Inflows and Outflows:

(Increase) in Receivables (2,183)                      

(Increase)/ Decrease in Deferred Outflows (376,856)                 

Increase/ (Decrease) in Deferred Inflows (226,982)                 

Increase/ (Decrease) in Net Pension Liability 596,663                  
Increase in Prepaid Expense (56,991)                   

Increase/ (Decrease) in Accounts Payable, Trade 2,448                       

Increase in Accounts Payable, Related Party 67,393                     

Increase/(Decrease) in Accrues Expenses 4,792                       

(Increase)/Decrease in Other Assets 34,783                     

Net Cash Used For Operating Activities (538,549)$               

 
 
 
See Accompanying Notes to the Basic Financial Statements 
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NOTE 1 – DESCRIPTION OF THE ACADEMY 
 

The Cleveland Arts and Social Sciences Academy (the “Academy”) is a federally recognized 501(c)(3) 
nonprofit corporation established pursuant to Ohio Revised Code Chapter 1702.  The Academy offers 
education for Ohio children in grades K-8. The Academy is independent of any school district and is 
nonsectarian in its programs, admission policies, employment practices, and all other operations. The 
Academy may lease or acquire facilities as needed and contract for any services necessary for the 
operation of the academy.   
 
The Academy was approved for operation pursuant to Ohio Revised Code Chapter 3314 under a contract 
with Ohio Council of Community Schools (the Sponsor) for a period of three academic years commencing 
April 26, 2005 and ending June 30, 2009. The contract was subsequently renewed through June 30, 2016 
and again through June 30, 2021. The Sponsor is responsible for evaluating the performance of the 
Academy and has the authority to deny renewal of the contract at its expiration or terminate the contract 
prior to its expiration.   
 
Ohio Revised Code Section 3314.02(E) states in part that the Academy operate under the direction of a 
Governing Board that consists of not less than five individuals who are not owners or employees, or 
immediate relatives or owners or employees of any for-profit firm that operates or manages an academy 
for the Governing Board. The Board is responsible for carry out the provisions of the contract that include, 
but are not limited to, state-mandated provision regarding student population, curriculum, academic 
goals, performance standards, admission standards, and qualification of teachers.   
 
The Academy contracts with Accel Schools, LLC., for management services including management of 
personnel and human resources, the program of instruction, marketing data management, purchasing, 
strategic planning, public relations, financial reporting, recruiting, compliance issues, budgets, contracts, 
and equipment and facilities. 
 

NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The financial statements of the Academy have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards 
Board (GASB) is the accepted standard-setting body for establishing governmental accounting and 
financial reporting principles.  The more significant of the Academy’s accounting policies are described 
below. 
 
Basis of Presentation - The Academy’s basic financial statements consist of a statement of net position; a 
statement of revenues, expenses, and changes in net position; and a statement of cash flows. The 
Academy uses a single enterprise presentation for its financial records.  Enterprise reporting focuses on 
the determination of operating income, changes in net position, financial position, and cash flows.   
 
Measurement Focus - The deferred outflows/deferred inflows of resources are accounted for using a flow 
of economic resources measurement focus. All assets and deferred outflows of resources and all liabilities 
and all inflows of resources associated with the operation of the Academy are included on the statement 
of net position.  The statement of revenues, expenses, and changes in net position presents increases (e.g. 
revenues) and decreases (e.g. expenses) in net position.  The statement of cash flows reflects how the 
Academy finances meet its cash flow needs.  
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Basis of Accounting - Basis of accounting determines when transactions are recorded in the financial records 
and reported on the financial statements. The Academy’s financial statements are prepared using the accrual 
basis of accounting. Revenue resulting from exchange transactions, in which each party gives and receives 
essentially equal value, is recorded on the accrual basis when the exchange takes place.  Revenue resulting 
from nonexchange transactions, in which Academy receives value without directly giving equal value in return, 
such as grants and entitlements, are recognized in the period in which all eligibility requirements have been 
satisfied.  Eligibility requirements include timing requirements, which specify the period when the resources 
are required to be used or the period when use is first permitted, matching requirements, in which the 
Academy must provide local resources to be used for a specified purpose, and expenditure requirements, in 
which the resources are provided to the Academy on a reimbursement basis.  Expenses are recognized at the 
time they are incurred. 
 
Budgetary Process - Unlike other public schools located in the State of Ohio, community schools are not 
required to follow budgetary provision set forth in the Ohio Revised Code Chapter 5705, other than the 
development of a five-year forecast. The Academy’s contract with its sponsor also requires an annual financial 
plan.   
 
Cash and Cash Equivalents - Cash received by the Academy is reflected as “Cash and Cash Equivalents” on the 
statement of net position.  The Academy had no investments during the fiscal year ended June 30, 2017. 

 
Prepaid Items - The Academy records payments made to vendors for services that will benefit periods beyond 
June 30, 2017, as prepaid items using the consumption method.  A current asset for the prepaid amount is 
recorded at the time of the purchase and an expense is reported in the year in which services are consumed. 

 
Capital Assets - The Academy’s capital assets during fiscal year 2017 consisted of computers and software, 
furniture and equipment, and leasehold improvements.  All capital assets are capitalized at cost and updated 
for additions and retirements during the fiscal year.  Donated capital assets are recorded at their acquisition 
value as of the date received. The Academy maintains a capitalization threshold of one thousand five hundred 
dollars.  The Academy does not have any infrastructure.  Improvements are capitalized.  The costs of normal 
maintenance and repairs that do not add to the value of the asset or materially extend an asset’s life are not 
capitalized.   

 
All capital assets, except land and construction in progress, are depreciated. Improvements are depreciated 
over the remaining useful lives of the related capital assets.  Depreciation is computed using the straight-line 
method over the following useful lives:   
 

   

Description Useful Lives

Computer & Software  5 years

Furniture & Equipment 5-20 years

Leasehold Improvements  Remaining Life of the Lease
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Net Position - Net position represents the difference between assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources.  Net position is reported as restricted when there are limitations 
imposed on their use either through the enabling legislation adopted by Academy or through external 
restrictions imposed by creditors, grantors, or laws or regulations of other governments.  The Academy applies 
restricted resources first when an expense is incurred for purposes for which both restricted and unrestricted 
net position is available.  There is no enabling legislation at June 30, 2017. Net invested in capital assets of 
$60,480 represents capital assets, less accumulated depreciation.  

 
Operating Revenues and Expenses - Operating revenues are those revenues that are generated directly from 
the primary activity of the Academy.  Operating expenses are necessary costs incurred to provide the service 
that is the primary activity of the Academy.  All revenues and expenses not meeting this definition are reported 
as non-operating. 
 
Deferred Inflows and Deferred Outflows of Resources - In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows of 
resources represent a consumption of net position that applies to a future period and will not be recognized 
as an outflow of resources (expense/expenditure) until then. For the Academy, deferred outflows of resources 
are reported on the statement of net position for pension. The deferred outflows of resources related to 
pension are explained in Note 9. 
 
In addition to liabilities, the statements of financial position report a separate section for deferred inflows of 
resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. These amounts are deferred and recognized as an inflow of 
resources in the period the amounts become available. Deferred inflows of resources related to pension are 
reported on the statement of net position. (See Note 9) 
 
Pensions - For purposes of measuring the net pension liability, deferred outflows of resources and deferred 
inflows of resources related to pensions and pension expense, information about the fiduciary net position of 
the pension plans and additions to/deletions from their fiduciary net position have been determined on the 
same basis as they are reported by the pension systems. For this purpose, benefit payments (including refunds 
of employee contributions) are recognized when due and payable in accordance with the benefit terms. The 
pension systems report investments at fair value. 
 
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in the 
financial statements and accompanying notes.  Actual results may differ from those estimates.  
 
Implementation of New Accounting Principles - For the fiscal year ended June 30, 2017, the Academy has 
implemented Governmental Accounting Standards Board (GASB) Statement No. 77, Tax Abatement 
Disclosures, GASB Statement No. 78, Pensions Provided through Certain Multiple-Employer Defined Benefit 
Pension Plans, GASB Statement No. 80, Blending Requirements for Certain Component Units - an amendment 
of GASB Statement No. 14 and GASB Statement No. 82, Pension Issues - an amendment of GASB Statements 
No. 67, No. 68, and No. 73. 
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Implementation of New Accounting Principles (continued) 
 
GASB Statement No. 77 requires disclosure of tax abatement information about (1) a reporting government’s 
own tax abatement agreements and (2) those that are entered into by other governments and that reduce 
the reporting government’s tax revenues. The implementation of GASB Statement No. 77 did not have an 
effect on the financial statements of the Academy.  
 
GASB Statement No. 78 amends the scope of GASB Statement No. 68 to exclude certain multiple-employer 
defined benefit pension plans provided to employees of state and local governments on the basis that 
obtaining the measurements and other information required by GASB Statement No. 68 was not feasible. The 
implementation of GASB Statement No. 78 did not have an effect on the financial statements of the Academy. 
 
GASB Statement No. 80 amends the blending requirements for the financial statement presentation of 
component units of all state and local governments. The additional criterion requires blending of a component 
unit incorporated as a not-for-profit corporation in which the primary government is the sole corporate 
member. The implementation of GASB Statement No. 80 did not have an effect on the financial statements 
of the Academy. 

 
GASB Statement No. 82 improves consistency in the application of pension accounting. These changes were 
incorporated in the Academy’s fiscal year 2017 financial statements; however, there was no effect on 
beginning net position. 

 
NOTE 3 - DEPOSITS 
 
Custodial credit risk is the risk that, in the event of a bank failure, the Academy’s deposits may not be returned.  
At June 30, 2017, the book balance was $264,642 and the bank balance of Academy’s deposits was $331,696. 
Of the bank balance, $251,039 was covered by federal depository insurance and $80,657 was uninsured. 
There are no significant statutory restrictions regarding the deposit and investment of funds by the nonprofit 
corporation. 
 
Custodial risk is the risk that, in the event of a bank failure, the Academy’s deposits may not be returned. The 
Academy does not have a deposit policy for custodial credit risk. All bank deposits are collateralized with 
eligible securities in amounts equal to at least 105% of the carrying value of the deposits. Such collateral as 
permitted by the Ohio Revised Code, is held in single financial collateral pools at the Federal Reserve Banks or 
at member banks of the federal reserve system, in the name of the respective depository bank and pledged 
as a pool of collateral against all of the public deposits or as specific collateral held at the Federal Reserve 
Bank in the name of the Academy.  
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NOTE 4 - RECEIVABLES 
 
At June 30, 2017, the Academy had accounts receivables in the amount of $2,183. These receivables represent 
monies for shared employee expense, which was not received as of June 30, 2017. The Academy also had 
intergovernmental receivables of $99,689. These receivables represent monies due from Title I and Title IIA, 
which was not received as of June 30, 2017. All receivables are expected to be collected within one year.  
 
 

NOTE 5 – CAPITAL ASSETS 
 
Capital asset activity for the fiscal year ended June 30, 2017, was as follows:  

 

 

 

 

 

 

 

 

 

 

 

 

 

Balance Balance

06/30/16 Additions Deletions 06/30/17

Capital Assets:

Computers & Software 178,742$      -$                -$              178,742$       

Furniture & Equipment 205,880       -                  -                205,880         

Leasehold Improvements 2,400           -                  -                2,400            

Total Capital Assets 387,022       -                  -                387,022         

Less Accumulated Depreciation:

Computers & Software (102,358)      (16,344)        -                (118,702)       

Furniture & Equipment (205,880)      -                  -                (205,880)       

Leasehold Improvements (1,480)          (480)             -                (1,960)           

Total Accumulated Depreciation (309,718)      (16,824)        -                (326,542)       

Total Capital Assets, Net 77,304$       (16,824)$      -$              60,480$         
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NOTE 6 – LONG-TERM OBLIGATIONS 
 
Changes in the Academy’s long-term obligations during fiscal year 2017 were as follows: 

In consideration of the agreement executed in 2015, the management company agreed to forgive or 
restructure the debt formerly owed to Mosaica and assumed by Accel Schools as part of its purchase of 
Mosaica’s assets. In fiscal year 2016, $500,000 in debt was forgiven, including the remaining balance on a 
$300,000 promissory note to Mosaica Inc. The remainder, $1,243,181 of certain related party accounts 
payable and long-term obligations is restructured as a note payable to Accel Schools, Inc. with a term of 20 
years and an interest rate of 2.5%. No payments shall be made on principal during the term of the refinanced 
note unless the Academy is operating at a surplus. In fiscal 2017 interest on the note totaled $31,080.  Should 
the Academy renew the management agreement at the end of fiscal year 2017 for another five years, an 
additional $250,000 of debt shall be forgiven. Future obligations under the note are as follows: 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 

 

Balance 

6/30/2016 Additions Reductions

Balance 

6/30/2017

Dur within One 

Year

Net Pension Liability (See Note 9):

STRS 2,280,061$   392,783$       -$           2,672,844$       -$                 

SERS 400,267        203,880        -             604,147           -                  

Total Net Pension Liability 2,680,328     596,663         -             3,276,991         -                  

Accel Schools - Notes Payable 1,243,181     -               -             1,243,181         -                  

Total Long-Term Obligations 3,923,509$   596,663$       -$           4,520,172$       -$                 

Year Ending June 30: Principal Interest

2018 -$                31,080$        

2019 -                 31,080          

2020 -                 31,080          

2021 -                 31,080          

2022 -                 31,080          

2023-2027 -                 155,400        

2028-2032 -                 155,400        

2033-2037 -                 155,400        

2038-2042 -                 155,400        

2043-2046 1,243,181        95,830          

Total 1,243,181$      872,830$       

Promissory Note

Attachment 26: Audited Financial Statements Page 1298



CLEVELAND ARTS AND SOCIAL SCIENCES ACADEMY - CUYAHOGA COUNTY, OHIO 
 

NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2017 

 

19 
 

NOTE 7 – RISK MANAGEMENT 
 
The Academy is exposed to various risks of loss related to: torts, theft of, damage to, and destruction of assets, 
errors and omissions, injuries to employees, and natural disasters.  During fiscal year 2017, the Academy 
contracted with Pashley Insurance Agency to provide insurance coverage with the Hanover Insurance 
Companies.  
 
Settled claims have not exceeded this commercial coverage in the prior three years and there have been no 
significant reductions in insurance coverage from the prior year. 
 

General Liability:  
Each Occurrence $   1,000,000 
Aggregate Limit $   2,000,000 

Products-Completed Operations Aggregate 
Limit 

$   2,000,000 

Medical Expense Limit – Any One 
Person/Occurrence 

$        15,000 

Damage to Rented Premises-Each 
Occurrence 

$      500,000 

Personal and Advertising Injury $   1,000,000 

Automotive Liability: $         50,000 
Combined Single Limit $   1,000,000 

Property:  
Building  $   3,000,000 
Business Personal Property/Modulars $   1,200,000 

Excess/Umbrella Liability:  
Each Occurrence $   5,000,000 

Aggregate Limit $   5,000,000 

 
 
NOTE 8 – PURCHASED SERVICES 

 
For the fiscal year ended June 30, 2017, purchased service expenses were as follows: 

 
 

 
 
 
 
 
 
 

 
 
 

Personnel Services 1,540,721$    

Professional and Technical Services 690,700        

Property Services 532,101        

Utilities 148,798        

Travel and Meetings 576               

Communications 20,926          

Contractual Trade Services 180,683        

3,114,505$    
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NOTE 9 – DEFINED BENEFIT PENSIONS PLANS 
 
Net Pension Liability - The net pension liability reported on the statement of net position represents a liability 
to employees for pensions. Pensions are a component of exchange transactions—between an employer and 
its employees—of salaries and benefits for employee services.  Pensions are provided to an employee—on a 
deferred-payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for pensions is a present obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-term 
variables, including estimated average life expectancies, earnings on investments, cost of living adjustments 
and others.  While these estimates use the best information available, unknowable future events require 
adjusting this estimate annually.   
 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which pensions are financed; however, the Academy 
does receive the benefit of employees’ services in exchange for compensation including pension.  
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from employee 
services; and (2) State statute requires all funding to come from these employers.  All contributions to date 
have come solely from these employers (which also includes costs paid in the form of withholdings from 
employees).  State statute requires the pension plans to amortize unfunded liabilities within 30 years.  If the 
amortization period exceeds 30 years, each pension plan’s board must propose corrective action to the State 
legislature.  Any resulting legislative change to benefits or funding could significantly affect the net pension 
liability.  Resulting adjustments to the net pension liability would be effective when the changes are legally 
enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability on 
the accrual basis of accounting.  Any liability for the contractually-required pension contribution outstanding 
at the end of the year is included in accrued expenses on the accrual basis of accounting.   
 
School Employees Retirement System (SERS) 
 
Plan Description – Academy non-teaching employees participate in SERS, a cost-sharing multiple-employer 
defined benefit pension plan administered by SERS.  SERS provides retirement, disability and survivor benefits, 
annual cost-of-living adjustments, and death benefits to plan members and beneficiaries.  Authority to 
establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  SERS issues a publicly available, 
stand-alone financial report that includes financial statements, required supplementary information and 
detailed information about SERS’ fiduciary net position.  That report can be obtained by visiting the SERS 
website at www.ohsers.org under Employers/Audit Resources. 
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NOTE 9 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 
School Employees Retirement System (SERS) - continued 
 
Age and service requirements for retirement are as follows: 
 

 
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that varies 
based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of service credit 
over 30.  Final average salary is the average of the highest three years of salary. 
 
One year after an effective benefit date, a benefit recipient is entitled to a three percent cost-of-living 
adjustment (COLA).  This same COLA is added each year to the base benefit amount on the anniversary date 
of the benefit. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and the 
Academy is required to contribute 14 percent of annual covered payroll.  The contribution requirements of 
plan members and employers are established and may be amended by the SERS’ Retirement Board up to 
statutory maximum amounts of 10 percent for plan members and 14 percent for employers.  The Retirement 
Board, acting with the advice of the actuary, allocates the employer contribution rate among four of the 
System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care Fund).  For the 
fiscal year ended June 30, 2017, the allocation to pension, death benefits, and Medicare B was 14 percent.  
SERS did not allocate any employer contributions to the Health Care Fund for fiscal year 2017. 

 
The Academy’s contractually required contribution to SERS was $29,925 for fiscal year 2017. 
 
State Teachers Retirement System (STRS) 

 
Plan Description – Academy licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS issues a 
stand-alone financial report that includes financial statements, required supplementary information and 
detailed information about STRS’ fiduciary net position.  That report can be obtained by writing to STRS, 275 
E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the STRS Web site at 
www.strsoh.org. 
 
 
 
 

Eligible to Retire before Eligible to Retire on or after

August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or

Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
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NOTE 9 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 
State Teachers Retirement System (STRS) - continued 

 
       New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined Contribution 

(DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307.  The DB plan 
offers an annual retirement allowance based on final average salary multiplied by a percentage that varies 
based on years of service.  Effective August 1, 2015, the calculation was 2.2 percent of final average salary for 
the five highest years of earnings multiplied by all years of service. Members are eligible to retire at age 60 
with five years of qualifying service credit, or at age 55 with 26 years of service, or 31 years of service 
regardless of age.  Eligibility changes will be phased in until August 1, 2026, when retirement eligibility for 
unreduced benefits will be five years of service credit and age 65, or 35 years of service credit and at least age 
60. 

 
            The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 

employer contributions into an investment account.  Investment allocation decisions are determined by the 
member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined benefit 
unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination of 
employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   

 
       The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent of 

the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
Member contributions to the DC Plan are allocated among investment choices by the member, and 
contributions to the DB Plan from the employer and the member are used to fund the defined benefit 
payment at a reduced level from the regular DB Plan. The defined benefit portion of the Combined Plan 
payment is payable to a member on or after age 60 with five years of service. The defined contribution portion 
of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity after 
termination of employment at age 50 or later. 

 
            New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 

permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer to 
another STRS plan.  The optional annuitization of a member’s defined contribution account or the defined 
contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS bearing the 
risk of investment gain or loss on the account.  STRS has therefore included all three plan options as one 
defined benefit plan for GASB 68 reporting purposes. 

 
             A DB or Combined Plan member with five or more years of credited service who is determined to be disabled 

may qualify for a disability benefit.  Eligible survivors of members who die before service retirement may 
qualify for monthly benefits.  New members on or after July 1, 2013, must have at least ten years of qualifying 
service credit to apply for disability benefits.  Members in the DC Plan who become disabled are entitled only 
to their account balance.  If a member of the DC Plan dies before retirement benefits begin, the member’s 
designated beneficiary is entitled to receive the member’s account balance. 
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NOTE 9 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 
State Teachers Retirement System (STRS) - continued 

 
Funding Policy – Employer and member contribution rates are established by the State Teachers Retirement 
Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 30, 2017, plan 
members were required to contribute 14 percent of their annual covered salary. The Academy was required 
to contribute 14 percent; the entire 14 percent was the portion used to fund pension obligations.  The fiscal 
year 2017 contribution rates were equal to the statutory maximum rates. 
 
The Academy’s contractually required contribution was $131,704 for fiscal year 2017.  
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to Pensions - The net pension liability was measured as of July 1 2016, and the total pension liability 
used to calculate the net pension liability was determined by an independent actuarial valuation as of that 
date. The Academy's employer allocation percentage of the net pension liability was based on the employer’s 
share of employer contributions in the pension plan relative to the total employer contributions of all 
participating employers. Following is information related to the proportionate share and pension expense: 
 

SERS STRS Total

Proportionate Share of the Net 

  Pension Liability $604,146 $2,672,845 $3,276,991

Proportion Share of the Net Pension Liability

     Current Measurement Date 0.00825440% 0.00798507%

     Prior Measurement Date 0.00701470% 0.00825001%

Change in the Proportionate Share 0.00123970% -0.00026494%

Pension Expense $58,681 $95,773 $154,454

 
 

Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, changes in assumptions and changes in the Academy’s proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods. The difference between projected and actual investment 
earnings is recognized in pension expense using a straight-line method over a five-year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight-line method. Employer 
contributions to the pension plan subsequent to the measurement date are also required to be reported 
as a deferred outflow of resources.  
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NOTE 9 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 
State Teachers Retirement System (STRS) – continued 
 
At June 30, 2017, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience $8,148 $107,994 $116,142

Net difference between projected and

  actual earnings on pension plan investments 49,835 221,918 271,753

Changes of assumptions 40,330 -           40,330

Change in proportionate share -         -           -           

Difference between Academy contributions

  and proportionate share of contributions 56,863    -           56,863

Academy contributions subsequent to the 

  measurement date 29,925    131,704 161,629

Total Deferred Outflows of Resources $185,101 $461,616 $646,717

Deferred Inflows of Resources

Changes in proportion and differences between

  Academy contributions and proportionate

  Share of Contributions 37,564$  224,054$  261,618$  

 
 
$161,629 reported as deferred outflows of resources related to pension resulting from Academy contributions 
subsequent to the measurement date will be recognized as a reduction of the net pension liability in the fiscal 
year ending June 30, 2018.  Other amounts reported as deferred outflows of resources and deferred inflows 
of resources related to pension will be recognized in pension expense as follows: 

SERS STRS Total

Fiscal Year Ending June 30:

2018 27,869$     (17,310)$    10,559$      

2019 27,834 (17,310) 10,524

2020 47,584 67,845 115,429

2021 14,325 72,633       86,958

Total 117,612$    $105,858 $223,470
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NOTE 9 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 

Actuarial Assumptions – SERS - SERS’ total pension liability was determined by their actuaries in accordance 
with GASB Statement No. 67, as part of their annual actuarial valuation for each defined benefit retirement 
plan.  Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, 
credited service) and assumptions about the probability of occurrence of events far into the future (e.g., 
mortality, disabilities, retirements, employment termination).  Actuarially determined amounts are subject to 
continual review and potential modifications, as actual results are compared with past expectations and new 
estimates are made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time of 
each valuation and the historical pattern of sharing benefit costs between the employers and plan members 
to that point.  The projection of benefits for financial reporting purposes does not explicitly incorporate the 
potential effects of legal or contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations will 
take into account the employee’s entire career with the employer and also take into consideration the 
benefits, if any, paid to the employee after termination of employment until the death of the employee and 
any applicable contingent annuitant.  In many cases actuarial calculations reflect several decades of service 
with the employer and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial valuation, 
prepared as of June 30, 2016, are presented below: 
 

Wage Inflation 3.00 percent

Future Salary Increases, including inflation 3.50 percent to 18.20 percent

COLA  or Ad Hoc COLA 3.00 percent

Investment Rate of Return 7.50 percent net of investments expense, including inflation

Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)

 
 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with fully 
generational projection and a five-year age set-back for both males and females.  Mortality among service 
retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with fully 
generational projection with Scale BB, 120 percent of male rates and 110 percent of female rates.  Mortality 
among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 percent for male rates 
and 100 percent for female rates, set back five years is used for the period after disability retirement.  
 
The actuarial assumptions used in the June 30, 2016 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, payroll 
growth assumption and assumed real wage growth were reduced in the June 30, 2016 actuarial valuation.  
The rates of withdrawal, retirement and disability updated to reflect recent experience and mortality rates 
were also updated. 
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NOTE 9 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS (continued) 
 
The long-term return expectation for the Pension Plan Investments has been determined by using a building-
block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  A forecasted 
rate of inflation serves as the baseline for the return expectation.  Various real return premiums over the 
baseline inflation rate have been established for each asset class.  The long-term expected nominal rate of 
return has been determined by calculating an arithmetic weighted average of the expected real return 
premiums for each asset class, adding the projected inflation rate, and adding the expected return from 
rebalancing uncorrelated asset classes. The target allocation and best estimates of arithmetic real rates of 
return for each major asset class are summarized in the following table: 
 

                                     
 

Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The projection 
of cash flows used to determine the discount rate assumed the contributions from employers and from the 
members would be computed based on contribution requirements as stipulated by State statute.  Projected 
inflows from investment earnings were calculated using the long-term assumed investment rate of return 
(7.50 percent).  Based on those assumptions, the plan’s fiduciary net position was projected to be available to 
make all future benefit payments of current plan members.  Therefore, the long-term expected rate of return 
on pension plan investments was applied to all periods of projected benefits to determine the total pension 
liability.   
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact the 
following table presents the Academy’s proportionate share of the net pension liability calculated using the 
discount rate of 7.50 percent, as well as what each plan’s net pension liability would be if it were calculated 
using a discount rate that is one percentage point lower (6.50 percent), or one percentage point higher (8.50 
percent) than the current rate. 

 
Current

1% Decrease Discount Rate 1% Increase

(6.5%) (7.5%) (8.5%)

Academy's proportionate share

  of the net pension liability $799,852 $604,146 $440,332
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NOTE 9 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 

Actuarial Assumptions – STRS - The total pension liability in the June 30, 2016, actuarial valuation was 
determined using the following actuarial assumptions, applied to all periods included in the measurement 

 

 
 
Actuarial assumptions used in the June 30, 2016, valuation are based on the results of an actuarial experience 
study, effective July 1, 2012. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on the 
target allocation adopted by the Retirement Board. The target allocation and long-term expected rate of 
return for each major asset class are summarized as follows:  

 

 
 
*10-year annualized geometric nominal returns, which include the real rate of return and inflation of 2.50 
percent and does not include investment expenses. The total fund long-term expected return reflects 
diversification among the asset classes and therefore is not a weighted average return of the individual asset 
classes. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.75 percent as of June 30, 
2016. The projection of cash flows used to determine the discount rate assumes member and employer 
contributions will be made at the statutory contribution rates in accordance with rate increases described 
above. For this purpose, only employer contributions that are intended to fund benefits of current plan 
members and their beneficiaries are included.  Projected employer contributions that are intended to fund 
the service costs of future plan members and their beneficiaries, as well as projected contributions from 
future plan members, are not included.  Based on those assumptions, STRS’ fiduciary net position was 
projected to be available to make all projected future benefit payments to current plan members as of June 
30, 2016.  Therefore, the long-term expected rate of return on pension plan investments of 7.75 percent was 
applied to all periods of projected benefit payment to determine the total pension liability as of June 30, 
2016. 
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NOTE 9 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the Academy's proportionate share of the net pension liability as of June 
30, 2016, calculated using the current period discount rate assumption of 7.75 percent, as well as what the 
Academy's proportionate share of the net pension liability would be if it were calculated using a discount rate 
that is one-percentage-point lower (6.75 percent) or one-percentage-point higher (8.75 percent) than the 
current rate: 

 
Current

1% Decrease Discount Rate 1% Increase

(6.75%) (7.75%) (8.75%)

Academy's proportionate share

  of the net pension liability $3,551,992 $2,672,845 $1,931,230

 
Changes Between Measurement Date and Report Date - In March 2017, the STRS Board adopted certain 
assumption changes which will impact their annual actuarial valuation prepared as of June 30, 2017.  The most 
significant change is a reduction in the discount rate from 7.75 percent to 7.45 percent.  In April 2017, the 
STRS Board voted to suspend cost of living adjustments granted on or after July 1, 2017.  Although the exact 
amount of these changes is not known, the overall decrease to Academy’s net pension liability is expected to 
be significant.   

 
NOTE 10 – POSTEMPLOYMENT BENEFITS 
 
School Employees Retirement System (SERS) 
 
Health Care Plan Description - The Academy contributes to the SERS Health Care Fund, administered by SERS 
for non-certificated retirees and their beneficiaries.  For GASB 45 purposes, this plan is considered a cost-
sharing, multiple-employer, defined benefit other postemployment benefit (OPEB) plan.  The Health Care Plan 
includes hospitalization and physicians’ fees through several types of plans including HMO’s, PPO’s, Medicare 
Advantage, and traditional indemnity plans as well as a prescription drug program. The financial report of the 
Plan is included in the SERS Comprehensive Annual Financial Report which can be obtained on SERS’ website 
at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the Ohio 
Revised Code. The Health Care Fund was established and is administered in accordance with Internal Revenue 
Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any health plan or 
program. Health care is financed through a combination of employer contributions and retiree premiums, 
copays and deductibles on covered health care expenses, investment returns, and any funds received as a 
result of SERS’ participation in Medicare programs. Active employee members do not contribute to the Health 
Care Plan.  Retirees and their beneficiaries are required to pay a health care premium that varies depending 
on the plan selected, the number of qualified years of service, Medicare eligibility and retirement status. 
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NOTE 10 – POSTEMPLOYMENT BENEFITS (continued) 
 
School Employees Retirement System (SERS) 
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer contributions.  
Each year, after the allocation for statutorily required basic benefits, the Retirement Board allocates the 
remainder of the employer contribution of 14 percent of covered payroll to the Health Care Fund. For fiscal 
year 2017, SERS did not allocate any employer contributions to the Health Care fund.   In addition, employers 
pay a surcharge for employees earning less than an actuarially determined minimum compensation amount, 
pro-rated according to service credit earned. For fiscal year 2017, this amount was $23,500.  Statutes provide 
that no employer shall pay a health care surcharge greater than 2 percent of that employer’s SERS-covered 
payroll; nor may SERS collect in aggregate more than 1.5 percent of the total statewide SERS-covered payroll 
for the health care surcharge. For fiscal year 2017, the Academy’s surcharge obligation was $4,319. 

 
For fiscal years 2016 and 2017, SERS did not allocate employer contributions to the Health Care fund.  The 
Academy’s contributions for health care for the fiscal year ended June 30, 2015, was $560. The full amount 
has been contributed for fiscal year 2015. 

 
State Teachers Retirement Systems (STRS) 
 
Plan Description – The Academy participates in the cost-sharing multiple-employer defined benefit Health 
Plan administered by the State Teachers Retirement System of Ohio (STRS) for eligible retirees who 
participated in the defined benefit or combined pension plans offered by STRS.  Ohio law authorizes STRS to 
offer this plan.  Benefits include hospitalization, physicians’ fees, prescription drugs and reimbursement of 
monthly Medicare Part B premiums.  The Plan is included in the report of STRS which can be obtained by 
visiting www.strsoh.org or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS Ohio to offer the Plan and gives the 
Retirement Board authority over how much, if any, of the health care costs will be absorbed by STRS.  Active 
employee members do not contribute to the Health Care Plan.  All benefit recipients, for the most recent year, 
pay a monthly premium.  Under Ohio law, funding for post-employment health care may be deducted from 
employer contributions.  For fiscal years 2017, 2016 and 2015, STRS did not allocate any employer 
contributions to post-employment health care; therefore, the Academy did not contribute to health care in 
the last three fiscal years. 

 

NOTE 11 - CONTINGENCIES 
 
Grants - The Academy received financial assistance from federal and state agencies in the form of grants. The 
disbursement of funds received under these programs generally requires compliance with terms and 
conditions specified in the grant agreements and are subject to audit by the grantor agencies.  Any disallowed 
claims resulting from such audits could become a liability of the Academy.  However, in the opinion of 
management, any such disallowed claims will not have a material adverse effect on the overall financial 
position of the Academy at June 30, 2017. 
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NOTE 11 – CONTINGENCIES (continued) 
 
Litigation - There are currently no matters in litigation with the Academy as defendant. 

 
Full-Time Equivalency - Academy foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment for 
Foundation funding purposes.  Community schools must provide documentation that clearly demonstrates 
students have participated in learning opportunities. The Ohio Department of Education (ODE) is legislatively 
required to adjust/reconcile funding as enrollment information is updated by schools throughout the State, 
which can extend past the fiscal year end.  

 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year end 
that may result in an additional adjustment to the enrollment information as well as claw backs of Foundation 
funding due to a lack of evidence to support student participation and other matters of noncompliance. ODE 
did not perform such a review on the Academy for fiscal year 2017.  
 
As of the date of this report, additional ODE adjustments for fiscal year 2017 are not finalized.  As a result, the 
impact of future FTE adjustments on the fiscal year 2017 financial statements is not determinable, at this time. 
Management believes this may result in either an additional receivable to, or a liability of, the Academy. 
 
In addition, the Academy’s contracts with their Sponsor and Management Company require payment based 
on revenues received from the State.  As discussed above, additional FTE adjustments for fiscal year 2017 are 
not finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 2017 financial 
statements, related to additional reconciliation necessary with these contracts, is not determinable.  
Management believes this may result in either an additional receivable to, or liability of, the Academy.   

 
NOTE 12 – BUILDING LEASES 
 
In October 2008, the Academy entered into a lease agreement with Springfield Investment Properties, LLC, a 
wholly owned subsidiary of Mosaica Education, Inc., for use of a school facility. This new facility was put into 
service in August 2010, the commencement date of the lease. The lease term is the commencement date 
through June 2020. The annual base rent for the new facility was $415,000 subject to adjustment for 
investments made by the landlord for site improvements.  
 
On January 9, 2015, the Academy signed a second amendment to the lease for the building that houses the 
Academy, in which Accel Schools was substituted as the landlord for Mosaica Education, Inc. On July 31, 2015 
a third amendment to the lease was signed between the Academy and Accel Schools, LLC, in which the Annual 
base rent under the third amended lease is $471,400. Beginning on January 9, 2016 and continuing on each 
subsequent anniversary of the commencement date (adjustment date) the rent will be adjusted by the CPI 
for the month that is 16 months before the adjustment date. 
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NOTE 12 – BUILDING LEASES (continued) 
 
The Academy paid $476,556 for rent during the fiscal year 2017. Under the lease agreement, the Academy is 
responsible for payment of all utilities and repairs and maintenance. The future minimum payments required 
under the facility lease are as follows: 
 

 
 
 
 
 
 

NOTE 13 - SPONSOR 
 
The Academy was approved for operation under a contract with the Ohio Council of Community Schools 
Council (the Sponsor) for a period of three academic years commencing April 26, 2005 and ending on June 30, 
2009. Contract extensions were executed extending the contract period through June 30, 2016 and through 
June 30, 2021. As part of this contract, the Sponsor is entitled to a maximum of three percent of all revenues. 
There is a reduction in the fee as enrollment among all schools sponsored by the Ohio Council of Community 
Schools and managed by Accel Schools reached certain benchmarks. Total Sponsor Fees incurred during fiscal 
year 2017 was $75,783. 

 
NOTE 14 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES 

 

The Academy entered into an agreement with Accel Schools, a management company, to provide legal, 
financial, and other management support services for fiscal year 2017. The agreement was for a period of five 
years beginning July 1, 2015. Management fees are calculated as 12.5% of the Academy’s State Revenue, plus 
$20,000 for managing Federal Funds. The total amount due from the Academy for the fiscal year ending June 
30, 2017 was $393,314 and is included under “Purchased Services” on the Statement of Revenues, Expenses 
and Changes in Net Position. 
 
Also per the management agreement there are expenses that will be billed to the Academy based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of Accel employees working in at 
the Academy and other costs related to providing education and administrative services. The total amount 
billed to the Academy inclusive of management fees during fiscal year 2017 was $2,199,897. 
 
 
 
 
 
 
 
 
 
 
 

Year Ending June 30: Amount

2018 500,108$         

2019 515,112          

2020 350,565          

Total future minimum lease payments 1,365,785$      
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NOTE 14 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES (continued) 
 
The following is a summary of the management company expenses during fiscal year 2017: 
 

 
 
Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro-rated based on full 
time equivalent (FTE) head count as of June 30, 2017 by each school it manages.  
 

NOTE 15 – MANAGEMENT’S PLAN 

For fiscal year 2017, the Academy had a net position deficit of $(3,815,917). The Academy’s net deficit in fiscal 

year 2017 was an improvement from the $(3,880,519) net deficit in fiscal 2016. Enrollment was relatively 

unchanged from fiscal year 2016 to fiscal year 2017 at 332 and 327, respectively. In fiscal year 2018, the 

enrollment has decreased. As a result, the Academy is very focused on controlling expenses, but is planning 

to increase enrollment through active advertising via print, radio, mailings and referrals of current parents.  

This is anticipated to help produce future enrollment growth which will lead to operating surpluses and 

provide an opportunity for the school to recover from its prior deficits. 

 
 
 

Regular Instruction

(1100 Function 

Codes)

Special Instruction

(1200 Function 

Codes)

Support Services

(2000 Function 

Codes)

Total

1100 1200 2000

Direct Expenses: 

Salaries & Wages (100 Object Codes) 100 870,480$                123,495$                185,225$                1,179,200$             

Employees’ Benefits (200 Object Codes) 200 265,542$                38,774$                  40,239$                  344,555$                

Professional & Technical Services (410 Object Codes) 410 33,157$                  33,157$                  

Property Services (420 Object Codes) 420 117,850$                117,850$                

Communications (440 Object Codes) 440 13$                         13$                         

Other Supplies (510 Object Codes) 510 6,073$                    6,073$                    

Total Direct Expenses 1,136,022$             162,269$                382,557$                1,680,848$             

Indirect Expenses:  

Overhead 38,925$                  38,925$                  

  

Total Expenses 1,136,022$             162,269$                421,482$                1,719,773$             
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2017 2016 2015 2014

Academy's Proportion of the Net Pension Liability 0.008254400% 0.007014700% 0.00826200% 0.00826200%

Academy's Proportionate Share of the Net Pension Liability 604,146$         400,267$         418,135$       491,315$         

Academy's Covered-Employee Payroll 297,943$         68,321$           226,904$       207,658$         

Academy's Proportionate Share of the Net Pension Liability 202.76% 585.84% 184.28% 236.60%

as a Percentage of its Covered-Employee Payroll

Plan Fiduciary Net Position as a Percentage of the 62.98% 69.16% 71.70% 65.52%

Total Pension Liability

(1) Information prior to 2014 is not available

The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

School Employees Retirement System (SERS)

Changes of Benefit Terms: None. 

· Discount rate from 7.75% to 7.50%

· Assumed rate of inflation from 3.25% to 3.00%

· Payroll growth assumption from 4.00% to 3.50%

· Assumed real wage growth from 0.75% to 0.50%

Notes:

Changes of Assumptions: Amounts reported in 2017 reflect an adjustment of the rates of withdrawal, retirement and disability to more closely reflect actual experience and the 

expectation of retired life mortality was based on RP-2014 Blue Collar Mortality Tables and RP-2000 Disabled Mortality Table. The following reductions were also made to the actuarial 

assumptions:
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2017 2016 2015 2014

Academy's Proportion of the Net Pension Liability 0.00798507% 0.00825001% 0.00919671% 0.00919671%

Academy's Proportionate Share of the Net Pension Liability 2,672,845$     2,280,061$    2,236,958$    2,664,650$    

Academy's Covered-Employee Payroll 826,414$        860,750$       1,028,554$    979,946$       

Academy's Proportionate Share of the Net Pension Liability 323.43% 264.89% 217.49% 271.92%

as a Percentage of its Covered-Employee Payroll

Plan Fiduciary Net Position as a Percentage of the 66.80% 72.10% 74.70% 69.30%

Total Pension Liability

Amounts presented as of the Academy's measurement date which is the prior fiscal year end.
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2017 2016 2015 2014 2013

Contractually Required Contribution 131,704$         115,698$     120,505$     133,712$       127,393$     

Contributions in Relation to the Contractually 

Required Contribution (131,704)$       (115,698)$   (120,505)$   (133,712)$      (127,393)$    

Contribution Deficiency (Excess) -$                  -$              -$              -$                -$              

Academy's Covered-Employee Payroll 940,743$         826,414$     860,750$     1,028,554$    979,946$     

Contributions as a Percentage of

Covered-Employee Payroll 14.00% 14.00% 14.00% 13.00% 13.00%

 
2012 2011 2010 2009 2008

Contractually Required Contribution 110,384$    115,185$    78,124$       64,133$       37,757$       

Contributions in Relation to the Contractually 

Required Contribution (110,384)$   (115,185)$   (78,124)$     (64,133)$     (37,757)$     

Contribution Deficiency (Excess) -$             -$             -$             -$             -$             

Academy's Covered-Employee Payroll 849,108$    886,038$    600,954$    493,331$    290,438$    

Contributions as a Percentage of

Covered-Employee Payroll 13.00% 13.00% 13.00% 13.00% 13.00%
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2017 2016 2015 2014 2013

Contractually Required Contribution 29,925$       41,712$       9,005$         31,449$       28,740$       

Contributions in Relation to the Contractually 

Required Contribution (29,925)$     (41,712)$     (9,005)$        (31,449)$     (28,740)$     

Contribution Deficiency (Excess) -$             -$             -$             -$             -$             

Academy's Covered-Employee Payroll 213,750$    297,943$    68,321$       226,904$    207,658$    

Contributions as a Percentage of

Covered-Employee Payroll 14.00% 14.00% 13.18% 13.86% 13.84%

 
 
 

2012 2011 2010 2009 2008

Contractually Required Contribution 43,821$     33,761$     14,564$     9,748$       5,042$       

Contributions in Relation to the Contractually 

Required Contribution (43,821)$   (33,761)$   (14,564)$   (9,748)$      (5,042)$      

Contribution Deficiency (Excess) -$           -$           -$           -$           -$           

Academy's Covered-Employee Payroll 325,806$  268,583$  107,562$  99,065$     51,344$     

Contributions as a Percentage of

Covered-Employee Payroll 13.45% 12.57% 13.54% 9.84% 9.82%
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December 26, 2017 
 
To the Board of Directors 
Cleveland Arts and Social Sciences Academy 
Cuyahoga County, Ohio 
10701 Shaker Blvd 
Cleveland, Ohio 44115 

 
 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the Cleveland Arts and Social Sciences 
Academy, Cuyahoga County, Ohio (the “Academy”) as of and for the year ended June 30, 2017, and the related 
notes to the financial statements, which collectively comprise the Academy’s basic financial statements, and have 
issued our report thereon dated December 26, 2017, in which we noted the Academy has suffered recurring losses 
from operations and has a net position deficit of $3,815,917, including the net effect of net pension liability and 
related accruals totaling $2,891,892, that raises substantial doubt about its ability to continue as a going concern.  
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the Academy's internal control 
over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of the Academy’s internal control. Accordingly, we do not express an 
opinion on the effectiveness of the Academy’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance.  
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Cleveland Arts and Social Sciences Academy  
Independent Auditor’s Report on Internal Control over Financial Reporting  
   and on Compliance and Other Matters Based on an Audit of  
   Financial Statements Performed in Accordance with  

Government Auditing Standards 

Page 2 of 2 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified. 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Academy's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of 
our tests disclosed no instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 

 
 
 
 
 

Cambridge, Ohio 
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CLERK’S CERTIFICATION 
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Board of Trustees 
Cleveland College Preparatory School 
4906 Fleet Avenue 
Cleveland, Ohio 44105 
 
 
We have reviewed the Independent Auditor’s Report of the Cleveland College Preparatory 
School, Cuyahoga County, prepared by Rea & Associates, Inc., for the audit period July 1, 2018 
through June 30, 2019.  Based upon this review, we have accepted these reports in lieu of the 
audit required by Section 117.11, Revised Code.  The Auditor of State did not audit the 
accompanying financial statements and, accordingly, we are unable to express, and do not 
express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Cleveland College Preparatory School is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
January 15, 2020  
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December 24, 2019 
 
To the Board of Trustees 
Cleveland College Preparatory School 
4906 Fleet Avenue 
Cleveland, OH 44105 
 

Independent Auditor's Report 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Cleveland College Preparatory School, 
Cuyahoga County, Ohio, (the “School”) as of and for the year ended June 30, 2019, and the related notes 
to the financial statements, which collectively comprise the School’s basic financial statements as listed in 
the table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation 
and fair presentation of the financial statements in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s 
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
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Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Cleveland College Preparatory School, Cuyahoga County, Ohio, as of June 30, 
2019, and the changes in its financial position and its cash flows for the year then ended in accordance 
with accounting principles generally accepted in the United States of America. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the School's Proportionate Share of the Net Pension Liability, 
Schedule of the School’s Contributions - Pension, Schedule of the School’s Proportionate Share of the 
Net OPEB Asset/Liability, and the Schedule of the School’s Contributions - OPEB as listed in the table of 
contents, be presented to supplement the basic financial statements. Such information, although not a part 
of the basic financial statements, is required by the Governmental Accounting Standards Board who 
considers it to be an essential part of financial reporting for placing the basic financial statements in an 
appropriate operational, economic, or historical context. We have applied certain limited procedures to 
the required supplementary information in accordance with auditing standards generally accepted in the 
United States of America, which consisted of inquiries of management about the methods of preparing the 
information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic 
financial statements. We do not express an opinion or provide any assurance on the information because 
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance. 
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated December 24, 
2019 on our consideration of the School’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the School’s internal control over financial reporting or on compliance. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards in considering the 
School’s internal control over financial reporting and compliance. 
 

 
Medina, Ohio 
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The  discussion  and  analysis  of  the  Cleveland  College  Preparatory  School  (the  School)  financial 
performance provides an overall review of the School’s financial activities for the fiscal year ended June 
30, 2019. The intent of this discussion and analysis is to look at the School’s’ financial performance as a 
whole;  readers  should  also  review  the  basic  financial  statements  and  notes  to  the  basic  financial 
statements to enhance their understanding of the School’s financial performance.  

The Management’s Discussion and Analysis (the MD&A) is an element of the reporting model adopted by 
the  Governmental  Accounting  Standards  Board  (GASB)  in  their  Statement  No.  34  Basic  Financial 
Statements  –  and Management’s Discussion and Analysis  –  for  State  and  Local Governments.  Certain 
comparative  information  between  the  current  fiscal  year  and  the  prior  fiscal  year  is  required  to  be 
presented in the MD&A.  

FINANCIAL HIGHLIGHTS 
 
Key Financial Highlights for the School for the 2018‐19 school year are7 as follows:  

 Total Assets increased $45,262. 

 Total Liabilities decreased $536,083.   

 Total Net Position increased $210,169. 

 Total  Operating  and  Non‐Operating  revenues  were  $3,194,582.  Total  Operating  and  Non‐
Operating expenses were $2,984,413. 
 

USING THIS ANNUAL REPORT 
  
This report consists of three parts: the basic financial statements, notes to those statements, and required 
supplemental  information.    The  basic  financial  statements  include  a  Statement  of  Net  Position,  a 
Statement of Revenues, Expenses and Changes in Net Position, and a Statement of Cash Flows.   

The Statement of Net Position and Statement of Revenues, Expenses, and Changes in Net Position reflect 
how the School did financially during fiscal year 2019.  These statements include all assets and deferred 
outflows of resources and liabilities and deferred inflows of resources using the accrual basis of accounting 
similar to the accounting used by most private‐sector companies. This basis of accounting includes all of 
the current year revenues and expenses regardless of when cash is received or paid.  

These statements report the School’s Net Position and changes in net position. This change in Net Position 
is  important  because  it  tells  the  reader whether  the  financial  position of  the  School  has  improved or 
diminished. The causes of this change may be the result of many factors, some financial, some not. Non‐
financial factors include the School’s’ student enrollment, per‐pupil funding as determined by the State 
of  Ohio,  change  in  technology,  required  educational  programs  and  other  factors.  The  School  uses 
enterprise presentation for all of its activities. 
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USING THIS ANNUAL REPORT (Continued) 
 
Statement of Net Position ‐ The Statement of Net Position answers the question of how the School did 
financially during 2019. This statement includes all assets, deferred outflows of resources, liabilities, and 
deferred inflows of resources, both financial and capital, and short‐term and long‐term using the accrual 
basis of accounting and economic resource focus, which is similar to the accounting used by most private‐
sector companies.  This basis of accounting takes into account all revenues and expenses during the year, 
regardless of when the cash is received or paid.   
 
Table 1 provides a summary of the School’s Net Position for fiscal year 2019 compared to fiscal year 
2018. 

Assets

Current Assets  $                 484,000   $                 525,361 

Noncurrent Assets                     836,594                     760,414 

Capital Assets, Net                       15,737                           5,294 

     Total Assets                 1,336,331                 1,291,069 

Deferred Outflows of Resources                 2,105,836                 2,332,274 

        

Liabilities       

Current Liabilities                     797,999                 1,113,324 

NonCurrent Liabilities                 3,046,719                 3,267,477 

      Total Liabilties                 3,844,718                 4,380,801 

Deferred Inflows of Resources                 1,630,243                 1,485,505 

Net Position

Investment in Capital Assets                       15,737                           5,294 

Unrestricted               (2,048,531)               (2,248,257)

      Total Net Position  $           (2,032,794)  $           (2,242,963)

 

Table 1

Statement of Net Position

2019 2018

 
Over time, Net Position can serve as a useful indicator of a government’s financial position.  At June 30, 
2019, the School’s net position totaled $(2,032,794), primarily caused by the impact of net pension/OPEB 
liabilities and related accruals totaling ($2,379,550). 
  
Current  assets  represent  cash  and  cash  equivalents,  accounts  receivable,  notes  receivable,  and 
intergovernmental  receivables.    Current  liabilities  represent  accounts  payable,  deferred  revenue,  and 
advances payable at fiscal year‐end. Total assets increased $45,262 primarily due to increases in capital 
assets, cash and the addition of the OPEB Asset for GASB 75 requirements offset by decreases in notes 
receivable. 
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USING THIS ANNUAL REPORT (Continued) 
 
The  School  has  adopted  GASB  Statement  68,  “Accounting  and  Financial  Reporting  for  Pensions—an 
Amendment of GASB Statement 27,” and GASB Statement 75, “Accounting and Financial Reporting for 
Postemployment  Benefits  Other  Than  Pensions,”  which  significantly  revises  accounting  for  costs  and 
liabilities related to other postemployment benefits (OPEB).  For reasons discussed below, many end users 
of this financial statement will gain a clearer understanding of the School’s actual financial condition by 
adding deferred inflows related to pension and OPEB, the net pension liability and the net OPEB liability 
to the reported net position and subtracting deferred outflows related to pension and OPEB and net OPEB 
asset. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports  prepared  in  accordance  with  generally  accepted  accounting  principles.    Prior  accounting  for 
pensions  (GASB  27)  and  postemployment  benefits  (GASB  45)  focused  on  a  funding  approach.    This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OPEB asset/liability.  GASB 68 and 
GASB 75  take  an  earnings  approach  to  pension  and OPEB  accounting;  however,  the  nature of Ohio’s 
statewide pension/OPEB plans and state law governing those systems requires additional explanation in 
order to properly understand the information presented in these statements. 

 
GASB  68  and GASB  75  require  the  net  pension  liability  and  the  net  OPEB  asset/liability  to  equal  the 
School’s proportionate share of each plan’s collective: 
 

1. Present  value  of  estimated  future  pension/OPEB  benefits  attributable  to  active  and  inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 

GASB  notes  that  pension  and  OPEB  obligations,  whether  funded  or  unfunded,  are  part  of  the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, 
and the promise of a future pension and other postemployment benefits.  GASB noted that the unfunded 
portion of this promise is a present obligation of the government, part of a bargained‐for benefit to the 
employee, and should accordingly be reported by the government as a liability since they received the 
benefit of  the exchange.   However,  the School  is not  responsible  for  certain  key  factors affecting  the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement  systems  to  provide  healthcare  to  eligible  benefit  recipients.    The  retirement  systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
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USING THIS ANNUAL REPORT (Continued) 
 
The  employee  enters  the  employment  exchange with  the  knowledge  that  the  employer’s  promise  is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a specific, 
legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the 
unfunded  liability  of  the  pension/OPEB  plan  as  against  the  public  employer.    State  law  operates  to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the  employment  exchange  with  notice  as  to  the  law.    The  retirement  system  is  responsible  for  the 
administration of the pension and OPEB plans.  
 
Most long‐term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time‐off or termination payments.  There is no repayment 
schedule  for  the net  pension  liability  or  the  net OPEB  asset/liability.    As  explained  above,  changes  in 
benefits,  contribution  rates,  and  return on  investments  affect  the balance of  these  liabilities,  but  are 
outside the control of the  local government.    In the event that contributions,  investment returns, and 
other changes are insufficient to keep up with required payments, State statute does not assign/identify 
the responsible party for the unfunded portion.  Due to the unique nature of how the net pension liability 
and  the net OPEB  liability  are  satisfied,  these  liabilities  are  separately  identified within  the  long‐term 
liability section of the statement of net position. 
 
In  accordance  with  GASB  68  and  GASB  75,  the  School’s  statements  prepared  on  an  accrual  basis  of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB asset/liability, respectively, not accounted for 
as deferred inflows/outflows.  
 
There was a significant change in net pension / OPEB liability / asset for the school.  The fluctuations are 
due  to changes  in  the actuarial  liabilities  / assets and  related accruals  that are passed  through  to  the 
school’s financial statement.  All components of pension and OPEB accruals contribute to the fluctuations 
in deferred outflows / inflows and net pension liabilities / net OPEB liabilities / net OPEB assets and are 
described in more detail in their respective notes. 
 
Current liabilities decreased based on payments made to reduce Advances Payable and Accounts Payable 
balances throughout the year. 
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USING THIS ANNUAL REPORT (Continued) 
 
Statement of Revenues, Expenses and Change in Net Position ‐ Table 2 shows the change in Net Position 
for fiscal years 2019 and 2018 as well as a listing of revenues and expenses.   This change in Net Position 
is important because it tells the reader that, for the School as a whole, the financial position of the School 
has improved or diminished. The cause of this may be the result of many factors, some financial, some 
not.  Non‐financial factors include the current laws in Ohio restricting revenue growth, facility conditions, 
required educational programs and other factors. 
 

Operating Revenues

State Aid   $             2,394,390   $             2,420,457 

Miscellaneous                          1,156                        59,312 

     Total Operating Revenues                 2,395,546                  2,479,769 

Operating Expenses      

Salaries                 1,137,794                  1,154,886 

Fringe Benefits                      283,745                    (662,524)

Purchased Services                 1,342,890                  1,443,994 

Materials and Supplies                       65,777                      116,937 

Depreciation                          7,207                           1,324 

Other                       24,415                        30,592 

      Total Operating Expenses                 2,861,828                  2,085,209 

Operating Income (Loss)                   (466,282)                     394,560 

Non‐Operating Revenues (Expenses)

Federal Grants                     493,987                      499,404 

Interest Income                       87,205                                 0  

Intergovernmental Revenue                     217,844                      219,385 

Interest Expense                   (122,585)                     (90,122)

      Total Non‐Operating Revenues (Expenses)                     676,451                      628,667 

 

Change in Net Position 210,169$                 1,023,227$             

Table 2

Change in Net Position

2019 2018
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USING THIS ANNUAL REPORT (Continued) 
 
Revenues decreased slightly based on enrollment between fiscal year 2018 and 2019 decreasing by 3 FTEs. 
 
The increase in remaining expenses is primarily due to the changes in net pension/ OPEB liability and 
related accruals. See Note 10 and 11 for further information. 
 

CAPITAL ASSETS  

At fiscal year end, the net book value of the School’s capital assets was $15,737.  See Note 6 for additional 
information. 

 
WORKING CAPITAL ADVANCES 

During the fiscal year, the School received working capital monies from Charter School Capital through a 
receivables  purchase  agreement.  As  the  School  receives  monthly  State  funding,  these  advances  are 
repaid,  however,  the  School may elect  to  receive  additional  advances  from Charter  School  Capital  by 
entering into additional agreements. The balance as of June 30, 2019 was $599,200. For more information, 
see Note 7 of the Basic Financial Statements. 
 

CURRENT FINANCIAL ISSUES 
 
The School  is a community School and  is  funded through the State of Ohio Foundation Program.  The 
School relies on this, as well as, State and Federal funds as its primary source of revenue.   In 2019, the 
State  raised  the  base  per  pupil  funding  to  $6,020,  which  is  up  from  $6,010  in  the  previous 
year.  Additionally, community schools in Ohio will be allocated a small amount of facilities funding which 
is also per pupil based.  This amount is projected to be approximately $200 per pupil. 
 
The full‐time equivalent enrollment of the School for the year ended June 30, 2019 was 274 compared to 
a figure of 277 at the end of fiscal year 2018. 
 
Overall, the School will continue to provide learning opportunities and apply resources to best meet the 
needs of the students served.  

 
CONTACTING THE SCHOOL’S FINANCIAL MANAGEMENT  
 
This financial report is designed to provide our citizen’s, taxpayers, investors and creditors with a general 
overview of the School’s finances and to demonstrate accountability for the money it receives. If you have 
questions about this report or need additional information contact the School’s Fiscal Officer, C. David 
Massa, CPA, of Massa Financial Solutions, LLC, 4906 Fleet Avenue., Cleveland, Ohio 44103. 
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CLEVELAND COLLEGE PREPARATORY SCHOOL ‐ CUYAHOGA COUNTY, OHIO 

   
Statement of Net Position 

At June 30, 2019 
 

Assets:

Current Assets:

    Cash and Cash Equivalents 111,478$            

    Accounts Receivable  215,617

    Intergovernmental Receivable 58,714

    Notes Receivable ‐ Current Portion 98,191

      Total Current Assets 484,000

Noncurrent Assets:

 Net OPEB Asset 191,576

  Notes Receivable, net of current portion 645,018

  Capital Assets, net of accumulated depreciation 15,737
852,331

Total Assets 1,336,331           

Deferred Outflows of Resources:

    Pension 1,960,798           

    OPEB 145,038              
Total Deferred Outflows of Resources 2,105,836           

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 86,466                 

    Accounts Payable, Related Party 86,898                 

    Unearned Revenue 25,435                 

    Advances Payable 599,200              
       Total Current Liabilities 797,999              

Noncurrent Liabilities:

  Net Pension Liability 2,913,097

  Net OPEB Liability 133,622

    Total Noncurrent Liabilities 3,046,719

       Total Liabilities 3,844,718

Deferred Inflows of Resources:

    Pension 1,089,543           

    OPEB 540,700              

Total Deferred Inflows of Resources 1,630,243           

Net Position:

  Investment in Capital Assets 15,737

  Unrestricted (2,048,531)

  Total Net Position (2,032,794)$       

See Accompanying Notes to the Basic Financial Statements
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CLEVELAND COLLEGE PREPARATORY SCHOOL ‐ CUYAHOGA COUNTY, OHIO 

   
Statement of Revenues, 

Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2019 

 

Operating Revenues:

  State Aid 2,394,390$        

  Miscellaneous 1,156

    Total Operating Revenues 2,395,546

Operating Expenses:

  Salaries 1,137,794          

  Fringe Benefits 283,745              

  Purchased Services 1,342,890

  Depreciation 7,207

  Supplies 65,777

  Other Operating Expenses 24,415

    Total Operating Expenses 2,861,828

      Operating Loss (466,282)

Non‐Operating Revenues and (Expenses):

  Federal and State Grants  493,987

  Intergovernmental Revenues 217,844              

  Interest Income 87,205                

  Interest Expense (122,585)            

    Net Nonoperating Revenues and (Expenses) 676,451

Change in Net Position 210,169              

Net Position Beginning of Year (2,242,963)         

Net Position End of Year (2,032,794)$       

See Accompanying Notes to the Basic Financial Statements  
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CLEVELAND COLLEGE PREPARATORY SCHOOL ‐ CUYAHOGA COUNTY, OHIO 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2019 

 
 

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 2,403,692$       

Other Operating Receipts 1,156                 

Cash Payments to Suppliers for Goods and Services (1,741,404)        

Cash Payments to Employees for Services (1,137,794)        

Cash Payments for Employee Benefits (278,020)           

Net Cash Used For Operating Activities (752,370)           

CASH FLOWS FROM CAPITAL RELATED FINANCING ACTIVITIES

Purchase of Assets (17,650)             

Net Cash Used for Capital Related Financing Activities (17,650)             

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Intergovernmental Revenues 217,844            

Federal and State Grant Receipts 445,259            

Note Receivable Interest Payments Received 87,205               

Note Receivable Principal Payments Received 211,361            

Charter School Capital Advances 1,815,900         

Charter School Capital Cost of Funding (122,585)           

Charter School Capital Remptions (1,842,100)        

Net Cash Provided By Noncapital Financing Activities 812,884            

Net Increase in Cash and Cash Equivalents 42,864               

Cash and Cash Equivalents ‐ Beginning of the Year 68,614               

Cash and Cash Equivalents ‐ Ending of the Year 111,478$          

See Accompanying Notes to the Basic Financial Statements

 
 
 

 
 
 
 
 
 
 

(Continued)
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CLEVELAND COLLEGE PREPARATORY SCHOOL ‐ CUYAHOGA COUNTY, OHIO  
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2019 

(Continued) 
 

Reconciliation of Operating Loss to Net Cash Used For Operating Activities

Operating Loss (466,282)$           

Adjustments to Reconcile Operating Loss to Net Cash Used For Operating Activities:

Depreciation 7,207                   

Changes in Assets, Liabilities, and Deferred Inflows and Outflows of Resources:
(Increase)/Decrease in Receivables 13,264                 
(Increase)/ Decrease in Deferred Outflows 226,438              
Increase/ (Decrease) in Deferred Inflows 144,738              
Increase/ (Decrease) in Net Pension Liability 210,516              
Increase/(Decrease) in Accounts Payable, Trade (312,593)             
Increase(Decrease) in Withholdings Payable (1,967)                 
Increase/(Decrease) in Net OPEB Liability (431,274)             
(Increase)/Decrease in Net OPEB Asset (191,576)             
(Increase)/Decrease in Other Assets 23,724                 
Increase/(Decrease) in Unearned Revenue 25,435                 

Net Cash Used For Operating Activities (752,370)$           
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NOTE 1 ‐ DESCRIPTION OF THE ENTITY 
 
The Cleveland College Preparatory School, (the School) is a nonprofit corporation established pursuant to 
Ohio Revised Code Chapters 3314 and 1702.  The School’s mission is to provide an orderly and supportive 
environment whereby students experience preparations for college, career and life. The School operates 
on a foundation, which fosters character building for all students, parents and staff members.  The School, 
which is part of the State’s education program, is independent of any School and is nonsectarian in its 
programs, admission policies, employment practices, and all other operations.  The School may acquire 
facilities as needed and contract for any services necessary for the operation of the School. 
 
The  School  was  approved  for  operation  under  a  contract  with  Ohio  Council  of  Community  Schools 
(“OCCS”) (the Sponsor) for a five‐year period commencing on July 1, 2015.  The Sponsor is responsible for 
evaluating the performance of the School and has the authority to deny renewal of the contract at  its 
expiration or terminate the contract prior to its expiration.  
 
The School operates under the direction of a Board of Directors (the Board).  The Board is responsible for 
carrying out the provisions of the contract which include, but are not limited to, state mandated provisions 
regarding  student  populations,  curriculum,  academic  goals,  performance  standards,  admissions 
standards, and qualifications of teachers.  The Board controls the School’s instructional and administrative 
staff. The contracts with ACCEL Schools of Ohio (management company, see note 15) to assist in the daily 
operations of the school. 
 

NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The basic financial statements of the School have been prepared in conformity with generally accepted 
accounting principles  (GAAP)  as  applied  to  governmental  nonprofit  organizations.    The Governmental 
Accounting Standards Board (GASB) is the accepted standard‐setting body for establishing governmental 
accounting and financial reporting principles. The more significant of the School’s accounting policies are 
described below. 
 
Basis of Presentation ‐ The School’s basic financial statements consist of a Statement of Net Position, a 
Statement of Revenues, Expenses and Change in Net Position, and a Statement of Cash Flows. Enterprise 
fund  reporting  focuses on  the determination of  the  changes Net  Position,  financial  position and  cash 
flows. 
 
The Government Accounting  Standards Board  identifies  the presentation of  all  financial  activity  to be 
reported within one enterprise fund for year‐ending reporting purposes.  Enterprise accounting is used to 
account for operations that are financed and operated in a manner similar to private business enterprise 
where the  intent  is that the cost  (expense) of providing goods and services to the general public on a 
continuing basis be financed or recovered primarily through user charges. 

 
Measurement  Focus  and  Basis  of  Accounting  ‐  The  accounting  and  financial  reporting  treatment  is 
determined  by  measurement  focus.  Enterprise  accounting  uses  a  flow  of  economic  resources 
measurement  focus. Under  this measurement  focus,  all  assets,  all  deferred  outflows of  resources,  all 
liabilities,  and  all  deferred  inflows  of  resources  are  included  on  the  Statement  of  Net  Position.  The 
Statement of Revenues, Expenses and Changes  in Net Position presents  increases (e.g., revenues) and 
decreases (e.g., expenses) in total Net Position. 
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NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Measurement Focus and Basis of Accounting (continued) 
 
Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported in 
the financial statements.  The accrual basis of accounting is used for reporting purposes.  Revenues are 
recognized when they are earned, and expenses are recognized when they are incurred.  

 
Budgetary Process ‐ Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C).  However, unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter  5705,  unless  specifically  provided  in  the  contract  between  the  School  and  its  Sponsor.  The 
contract between the School and its Sponsor does not require the School to follow the provisions Ohio 
Revised  Code  Chapter  5705;  therefore,  no  budgetary  information  is  presented  in  the  basic  financial 
statements. 

         
Cash and Cash Equivalents ‐ Cash received by the School is reflected as “Cash and Cash Equivalents” on 
the Statement of Net Position.  The School did not have any investments during the period ended June 
30, 2019. 

       
Estimates  ‐ The preparation of  financial  statements  in  conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from these estimates. 
 
Capital  Assets  and  Depreciation  ‐  Capital  assets  are  capitalized  at  cost.    Donated  capital  assets  are 
recorded at their acquisition values as of the date received.  The costs of additions are capitalized and 
expenditures for repairs and maintenance are expensed when incurred.  When property is sold or retired, 
the related costs and accumulated depreciation are removed from the financial records and any gain or 
loss  is  included  in  additions  to  or  deductions  from Net  Position.  The  School’s  capital  asset  value was 
$15,737 as of June 30, 2019.  Depreciation of capital assets is calculated utilizing the straight‐line method 
over the estimated useful lives of the assets which are as follows: 

  
Asset Class                                 Useful Life 
Computers & Software                                 3 years 

  Furniture, Fixtures, and Equipment              5 years 
       Textbooks           3 years         
  Leasehold Improvements       5 years 
 

The School’s policy for asset capitalization threshold is $5,000. Assets or certain asset groups not meeting 
the  capitalization  threshold  are  not  capitalized  and  are  not  included  in  the  assets  represented  in  the 
accompany statement of Net Position. 
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NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Intergovernmental  Revenues  ‐  The  School  currently  participates  in  the  State  Foundation  Program. 
Revenues received from this program are recognized as operating revenues in the accounting period in 
which all eligibility requirements have been met. 
 
Grants and entitlements are  recognized as non‐operating  revenues  in  the accounting period  in which 
eligibility requirements have been met. 
 
Eligibility  requirements  include  timing  requirements,  which  specify  the  year  when  the  resources  are 
required to be used or the fiscal year when use is first permitted, matching requirements, in which the 
School must provide local resources to be used for a specified purpose, and expenditure requirements, in 
which the resources are provided to the School on a reimbursement basis. 
 
The  School  also  participates  in  various  federal  programs  passed  through  the  Ohio  Department  of 
Education. 
 
Also, during the fiscal year, the School received a pro‐rata share of property tax distributions from the 
Cleveland Municipal School (CMSD) as part of a partnership agreement executed between the School and 
CMSD. 

 
Under the above programs the School recorded $2,394,390 this fiscal year from the Foundation Program 
and Casino Tax Revenues, $493,987 from Federal and State grants, and $217,844 of CMSD property tax 
distributions. 
 
Compensated Absences  ‐ Vacation  is  taken  in a manner which  corresponds with  the  school  calendar; 
therefore, the School does not accrue vacation time as a liability. 
 
Sick/personal  leave benefits are earned by  full‐time employees at  the rate of eight days per year and 
cannot be carried into the subsequent years.  No accrual for sick time is made since unused time is not 
paid to employees upon employment termination. 
 
Accrued Liabilities ‐ Obligations incurred but unpaid at June 30 are reported as accrued liabilities in the 
accompanying financial statements.  These liabilities consisting of Accounts Payable, Unearned Revenue, 
and Advances Payable totaled $797,999 at June 30, 2019. 

 
Exchange and Non‐Exchange Transactions ‐ Revenue resulting from exchange transactions, in which each 
party gives and receives essentially equal value, is recorded on the accrual basis when the exchange takes 
place. Non‐exchange transactions, in which the School receives value without directly giving equal value 
in return, include grants, entitlements and donations.  Revenue from grants, entitlements and donations 
is  recognized  in  the  fiscal  year  in  which  all  eligibility  requirements  have  been  satisfied.    Eligibility 
requirements include timing requirements, which specify the year when the resources are required to be 
used or  the  fiscal  year when use  is  first permitted, matching  requirements,  in which  the School must 
provide local resources to be used for a specified purpose, and expenditures requirements, in which the 
resources are provided to the School on a reimbursement basis. 
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NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Deferred Inflows and Deferred Outflows of Resources ‐ In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of  resources  represent  a  consumption of  net  position  that  applies  to  a  future period  and will  not  be 
recognized  as  an  outflow  of  resources  (expense/expenditure)  until  then.    For  the  School,  deferred 
outflows of resources are reported on the statement of net position for pension and OPEB.  The deferred 
outflows of resources related to pension and OPEB plans are explained in Notes 10 and 11.  
  
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. For the School, deferred inflows of resources include 
pension and OPEB. These amounts are deferred and recognized as an inflow of resources in the period 
the amounts become available.   Deferred  inflows of  resources  related to pension and OPEB plans are 
reported on the statement of net position. (See Notes 10 and 11)  
     
Net Position  ‐ Net position represents  the difference between assets, deferred outflows of  resources, 
liabilities,  and  deferred  inflows  of  resources.  Net  Position  is  reported  as  restricted  when  there  are 
limitations imposed on their use through external restriction imposed by creditors, grantors, or laws and 
regulations of other governments.  The School applies restricted resources when an expense is incurred 
for purposes for which both restricted and unrestricted Net Position are available. Net Position invested 
in capital assets consist of capital assets, net of accumulated depreciation, reduced by the outstanding 
balances of any borrowings used for the acquisition, construction, or improvement of those assets. 
 
Pensions/Other Postemployment Benefits (OPEB) 
 
For  purposes  of  measuring  the  net  pension/OPEB  asset/liability,  deferred  outflows  of  resources  and 
deferred inflows of resources related to pensions/OPEB, and pension/OPEB expense, information about 
the fiduciary net position of the pension/OPEB plans and additions to/deductions from their fiduciary net 
positon have been determined on the same basis as they are reported by the pension/OPEB plan.  For this 
purpose, benefit payments (including refunds of employee contributions) are recognized when due and 
payable in accordance with the benefit terms.  The pension/OPEB plans report investments at fair value. 
  
Operating and Non‐Operating Revenues and Expenses ‐ Operating revenues are those revenues that are 
generated directly from the primary activities of the School.  For the School, these revenues are primarily 
the State Foundation program.  Operating expenses are necessary costs incurred to provide the good or 
service that is the primary activity of the School.  All revenues and expenses not meeting this definition 
are reported as non‐operating.   
 
Non‐operating revenues are those revenues that are not generated directly from the primary activities of 
the School.  Various federal and state grants, interest earnings, if any, and other miscellaneous revenues 
comprise  the  non‐operating  revenues  of  the  School.    Interest  and  fiscal  charges  on  outstanding 
obligations, as well as gain or loss on capital asset disposals, if any comprise the non‐operating expenses. 
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NOTE 3 ‐ CASH AND CASH EQUIVALENTS  
 
The  following  information  classifies  deposits  by  category  of  risk  as  defined  in  GASB  Statement  No.3 
“Deposits  with  Financial  Institutions,  Investments  (including  Repurchase  Agreements)  and  Reverse 
Repurchase  Agreements,”  as  amended  by  GASB  Statement  No.40,  “Deposit,  and  Investment  Risk 
Disclosures”. 
 
The School maintains its cash balances at one financial institution, PNC Bank, located in Ohio. The balances 
are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account. 
At  June 30, 2019,  the book amount of  the School’s deposits was $111,478 and  the bank balance was 
$123,049.  
 
The School had no deposit policy  for custodial risk beyond the requirement of state statute. Ohio  law 
requires that deposits either be insured or be protected by eligible securities pledged to and deposited 
either with the School or a qualified trustee by the financial institution as security for repayment or by a 
collateral pool of eligible securities deposited with a qualified trustee to secure repayment of all public 
monies deposited in the financial institution whose market value shall be at least 105% of deposits being 
secured. At June 30, 2019, none of the bank balance was exposed to custodial credit risk. 

 
NOTE 4 ‐ RECEIVABLES 
 
The School has Accounts receivables totaling $215,617 at June 30, 2019. These receivables represented 
monies  due  from  other  schools  from  past  years.  The  School  also  had  Intergovernmental  receivables 
totaling $58,714 from Federal programs at June 30, 2019. These amounts are expected to be collected 
within one year. 

 
NOTE 5 – NOTES RECEIVABLES  
 
During the fiscal year ending 2016, the School converted amounts owed from other community schools 
managed by I CAN Schools into promissory notes. The first note is with Akron Preparatory School in the 
amount of $316,500. The note began on June 30, 2016 and matures on June 30, 2026. The annual interest 
rate is 3.5%. The second note is with Canton College Preparatory School in the amount of $252,500. The 
note began on June 30, 2016 and matures on June 30, 2026. The annual interest rate is 3.5%. The third 
note is with Ohio College Preparatory School in the amount of $464,500. The note began on June 30, 
2016 and matures on June 30, 2026. The annual interest rate is 3.5%. 

 

Balance Balance
06/30/18 Additions Reductions 06/30/19

 
Akron Preparatory School 284,948$      -$                 (59,451)$      225,497$       30,145$      
Canton College Preparatory School 205,122        -                  (29,173)        175,949         24,190       
Ohio College Preparatory School 464,500        -                  (122,737)      341,763         43,856       

Total Notes Receivable 954,570$      -$             (211,361)$    743,209$       98,191$      

Due Within 
One Year
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NOTE 6 ‐ CAPITAL ASSETS  
 
For the period ending June 30, 2019, the School’s capital assets consisted of the following: 

NOTE 7 ‐ ADVANCES PAYABLE 
 
During  the  fiscal year ending 2019,  the School  received working capital advances  from Charter School 
Capital through a receivables purchase agreement. As the School receives its monthly State funding, these 
advances  are  repaid,  however,  the  School may  elect  to  receive  future  advances  from Charter  School 
Capital by entering into additional agreements.  The total cost of funding for the year was $122,585. 
 
The  total  amount  of  advances  payable  at  June  30,  2019  was  $599,200.   The  activity  for  the  year  is 
reflected as follows: 

 
 

 
 
 
 
 
 

Balance Balance
06/30/18 Additions Deletions 06/30/19

Capital Assets:
Computers & Software 315,198$      17,650$        -$               332,848$       
Furniture, Fixtures, and Equipment 2,509           -                  -                2,509            
Leasehold Improvements 88,844         -                  -                88,844           
Textbooks 66,509         -                  -                66,509           

Total Capital Assets 473,060        17,650          -                490,710         

Less Accumulated Depreciation:
Computers & Software (309,904)       (7,207)          -                (317,111)        
Furniture, Fixtures, and Equipment (2,509)          -                  -                (2,509)           
Leasehold Improvements (88,844)        -                  -                (88,844)          
Textbooks (66,509)        -                  -                (66,509)          
Total Accumulated Depreciation (467,766)       (7,207)          -                (474,973)        

Total Capital Assets, Net 5,294$         10,443$        -$               15,737$         

Balance 

6/30/2018 Additions Reductions

Balance 

6/30/2019

Charter School Capital 625,400$            1,815,900$       (1,842,100)$     599,200$           

625,400$            1,815,900$         (1,842,100)$     599,200$           
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NOTE 8 ‐ LONG‐TERM OBLIGATIONS 
 
The changes in the School’s long‐term obligations during fiscal year 2019 were as follows: 

 

NOTE 9 ‐ RISK MANAGEMENT 
 

Property & Liability ‐ The School is exposed to various risks of loss related to torts; theft of, damage to, 
and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  During the 
fiscal year ending June 30, 2019, the School contracted with Cincinnati Insurance Company for general 
liability  insurance  with  a  $1,000,000  each  occurrence/  $2,000,000  annual  aggregate,  as  well  as,  an 
umbrella policy with a $10,000,000 aggregate  limit.   The School also had a $1,000,000 School Leaders 
policy in place through National Union Fire Insurance.  There were no settlements in excess of insurance 
coverage over the past 3 years, nor was there any significant reductions in insurance coverage from the 
prior year.  

 
Workers’  Compensation  ‐  The  School  pays  the  State Worker’s  Compensation  System  a  premium  for 
employee injury coverage.  The premium is calculated by multiplying the monthly total gross payroll by a 
factor that is calculated by the State.  
 
Employee Medical  and  Dental  Benefits  ‐  The  School  provides  medical,  vision,  and  dental  insurance 
benefits through Anthem to all full‐time employees. During the School year, the School paid 90% of the 
monthly premiums for all employees. 
 

 Balance 
6/30/2018 Additions Reductions

Balance 
6/30/2019

Post Employment Liability:
Net Pension Liability 2,702,581$   210,516$       0$               2,913,097$       
Net OPEB Liability 564,896        0                  (431,274)      133,622           

Total Post Employment Liability 3,267,477     210,516         (431,274)      3,046,719         

Total Long-Term Obligations 3,267,477$   210,516$       (431,274)$     3,046,719$       
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NOTE 10 ‐ DEFINED BENEFIT PENSIONS PLANS 
 
Net Pension Liability 
 
The net pension liability reported on the statement of net position represents a liability to employees for 
pensions.  Pensions  are  a  component  of  exchange  transactions—between  an  employer  and  its 
employees—of salaries and benefits for employee services.  Pensions are provided to an employee—on a 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for pensions is a present obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net pension  liability  represents  the School’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long‐
term  variables,  including  estimated  average  life  expectancies,  earnings  on  investments,  cost  of  living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   

 
Ohio Revised Code  limits  the School’s obligation for  this  liability  to annually  required payments.     The 
School cannot control benefit terms or the manner in which pensions are financed; however, the School 
does receive the benefit of employees’ services in exchange for compensation including pension.  

 
GASB 68  assumes  the  liability  is  solely  the obligation of  the  employer,  because  (1)  they benefit  from 
employee  services;  and  (2)  State  statute  requires  all  funding  to  come  from  these  employers.    All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State  legislature.   Any resulting  legislative change to benefits or funding could 
significantly affect the net pension liability.  Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net pension liability 
on  the  accrual  basis  of  accounting.    Any  liability  for  the  contractually‐required  pension  contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   

 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Plan Description – School non‐teaching employees participate in SERS, a statewide, cost‐sharing multiple‐
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability and 
survivor  benefits  to  plan  members  and  beneficiaries.    Authority  to  establish  and  amend  benefits  is 
provided by Ohio Revised Code Chapter 3309.  SERS issues a publicly available, stand‐alone financial report 
that includes financial statements, required supplementary information and detailed information about 
SERS’ fiduciary net position.  That report can be obtained by visiting the SERS website at www.ohsers.org 
under Employers/Audit Resources.  
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NOTE 10 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description ‐ School Employees Retirement System (SERS) – continued  
 
Age and service requirements for retirement are as follows: 
  

 
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the School is required to contribute 14 percent of annual covered payroll.  The contribution requirements 
of plan members and employers are established and may be amended by the SERS’ Retirement Board up 
to  statutory maximum amounts of  10 percent  for plan members  and 14 percent  for  employers.    The 
Retirement Board, acting with the advice of the actuary, allocates the employer contribution rate among 
four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care 
Fund).  For the fiscal year ended June 30, 2019, the allocation to pension, death benefits, and Medicare B 
was 13.5 percent.  SERS allocated 0.5 percent of employer contributions to the Health Care Fund for fiscal 
year 2019. 
 
The School’s contractually required contribution to SERS was $19,819 for fiscal year 2019. 
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost‐
sharing multiple‐employer  public  employee  retirement  system  administered  by  STRS.    STRS  provides 
retirement and disability benefits  to members and death and survivor benefits  to beneficiaries.    STRS 
issues  a  stand‐alone  financial  report  that  includes  financial  statements,  required  supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215‐3771, by calling (888) 227‐7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New  members  have  a  choice  of  three  retirement  plans;  a  Defined  Benefit  (DB)  Plan,  a  Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307. 
For the DB Plan, from August 1, 2015–July 1, 2017, any member could retire with reduced benefits who 
had (1) five years of service credit and age 60; (2) 26 years of service credit and age 55; or (3) 30 years of 
service credit regardless of age. Effective August 1, 2017–July 1, 2019, any member may retire with  

 

Eligible to Retire before Eligible to Retire on or after

August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or

Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
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NOTE 10 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description ‐ State Teachers Retirement System (STRS) – continued  
 
reduced benefits who has (1) five years of service credit and age 60; (2) 27 years of service credit and age 
55; or  (3) 30 years of service credit  regardless of age. Eligibility changes will  continue to be phased  in 
through August 1, 2026, when retirement eligibility for unreduced benefits will be five years of service 
credit and age 65, or 35 years of  service credit and at  least age 60. Retirement eligibility  for  reduced 
benefits will be five years of service credit and age 60, or 30 years of service credit regardless of age. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.    The  remaining 4.5 percent of  the 14 percent employer  rate  is  allocated  to  the defined 
benefit unfunded liability.  Effective July 1, 2017, employer contributions of 9.53 percent are placed in the 
investment accounts and the remaining 4.47 percent of the 14 percent employer rate is allocated to the 
defined benefit unfunded  liability. A member  is eligible  to  receive a  retirement benefit at age 50 and 
termination of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum 
withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
In the Combined Plan, member contributions are allocated among investment choices by the member, 
and employer contributions are used to fund a defined benefit payment. A member’s defined benefit is 
determined by multiplying one percent of the member’s final average salary by the member’s years of 
service credit. The defined benefit portion of the Combined Plan payment is payable to a member on or 
after age 60 with five years of service. The DC portion of the account may be taken as a  lump sum or 
converted to a lifetime monthly annuity at age 50 and termination of employment. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another  STRS plan.    The optional  annuitization of  a member’s defined  contribution account or  the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of  investment gain or  loss on the account.   STRS has therefore  included all three plan 
options as one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with  five or more years of credited service who  is determined to be 
disabled  may  qualify  for  a  disability  benefit.    Eligible  survivors  of  members  who  die  before  service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance.  
 
Funding  Policy  –  Employer  and  member  contribution  rates  are  established  by  the  State  Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2019, plan members were required to contribute 14 percent of their annual covered salary. The School  
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NOTE 10 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description ‐ State Teachers Retirement System (STRS) – continued  
 
District was required to contribute 14 percent; the entire 14 percent was the portion used to fund pension 
obligations.  The fiscal year 2019 contribution rates were equal to the statutory maximum rates. 

 
The School’s contractually required contribution to STRS was $178,967 for fiscal year 2019. 
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
 
The net pension liability was measured as of June 30, 2018, and the total pension liability used to calculate 
the  net  pension  liability  was  determined  by  an  independent  actuarial  valuation  as  of  that  date.  The 
School's employer allocation percentage of the net pension liability was based on the employer’s share of 
employer contributions in the pension plan relative to the total employer contributions of all participating 
employers. Following is information related to the proportionate share and pension expense: 
 

 
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual  investment earnings, differences between expected and 
actual  actuarial  experience,  changes  in  assumptions  and  changes  in  the  School’s  proportion  of  the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense  over  current  and  future  periods.  The  difference  between  projected  and  actual  investment 
earnings is recognized in pension expense using a straight‐line method over a five‐year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight‐line method. Employer 
contributions to the pension plan subsequent to the measurement date are also required to be reported 
as a deferred outflow of resources.  
 
 

 
 
 
 
 

SERS STRS Total
Proportion of the Net Pension Liability:

Current Measurement Date 0.00790027% 0.00938976%
Prior Measurement Date 0.00509350% 0.01192201%

Change in Proportionate Share 0.00280677% -0.00253225%

Proportionate Share of the Net 
  Pension Liability 291,714$           2,621,383$      2,913,097$      
Pension Expense (4,146)$             587,280$         583,134$         
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NOTE 10 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
At June 30, 2019 the School reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  
 

 
 
$198,786  reported  as  deferred  outflows  of  resources  related  to  pension  resulting  from  School 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2020.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to pension will be recognized in pension expense as follows:  
 
 
 

 
 
 
 
 
 
 
 
 

SERS STRS Total
Deferred Outflows of Resources
Differences between Expected and 
  Actual Experience 15,998$             60,509$           76,507$           
Changes of Assumptions 6,589 464,558 471,147
Changes in Proportion and Differences between 
  School District Contributions and Proportionate  
  Share of Contributions 133,658 1,080,700 1,214,358

School District Contributions Subsequent to the 
  Measurement Date 19,819 178,967 198,786
Total Deferred Outflows of Resources 176,064$          1,784,734$     1,960,798$     

Deferred Inflows of Resources
Differences between Expected and 
  Actual Experience 0$                      17,120$           17,120$           
Net Difference between Projected and 
  Actual Earnings on Pension Plan Investments 8,081 158,955 167,036
Changes in Proportion and Differences between 
  School District Contributions and Proportionate  
  Share of Contributions 124,109 781,278 905,387
Total Deferred Inflows of Resources 132,190$           957,353$         1,089,543$      
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NOTE 10 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 

 
Actuarial Assumptions ‐ SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67, 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment terminations).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits  for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and  the historical pattern of  sharing benefit  costs between  the employers and plan 
members  to  that point.  The projection of benefits  for  financial  reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long‐term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the  benefits,  if  any,  paid  to  the  employee  after  termination  of  employment  until  the  death  of  the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key  methods  and  assumptions  used  in  calculating  the  total  pension  liability  in  the  latest  actuarial 
valuation, prepared as of June 30, 2018, are presented below: 
 
 
 
 
 
 

 
 
 
 
 

SERS STRS Total
Fiscal Year Ending June 30:

2020 4,685$               449,386$         454,071$         
2021 31,423 289,417 320,840
2022 (9,575) (150,670) (160,245)
2023 (2,478) 60,281 57,803

24,055$             648,414$         672,469$         
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NOTE 10 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS – continued  
 

 
 
For post‐retirement mortality, the table used in evaluating allowances to be paid is the RP‐2014 Blue Collar 
Mortality Table with fully generational projection and Scale BB, with 120 percent of male rates and 110 
percent of female rates used. The RP‐2000 Disabled Mortality Table with 90 percent for male rates and 
100 percent for female rates set back five years is used for the period after disability retirement.  
 
The  long‐term  return  expectation  for  the  Pension  Plan  Investments  has  been  determined  by  using  a 
building‐block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A  forecasted  rate  of  inflation  serves  as  the  baseline  for  the  return  expectation.    Various  real  return 
premiums over  the baseline  inflation  rate have been established  for  each asset  class.    The  long‐term 
expected nominal rate of return has been determined by calculating an arithmetic weighted average of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the expected return from rebalancing uncorrelated asset classes. The asset allocation, as used in the June 
30, 2015 five‐year experience study, is summarized as follows: 
 

 
 
Discount Rate Total pension liability was calculated using the discount rate of 7.50 percent. The projection 
of  cash  flows  used  to  determine  the  discount  rate  assumed  that  employers  would  contribute  the 
actuarially  determined  contribution  rate  of  projected  compensation  over  the  remaining  26‐year 
amortization  period  of  the  unfunded  actuarial  accrued  liability.  Projected  inflows  from  investment 
earnings were calculated using the long‐term assumed investment rate of return (7.50 percent). Based on 
those assumptions, the plan’s fiduciary net position was projected to be available to make all future  
 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)
COLA or Ad Hoc COLA 2.50 percent, on and after April 1, 2018, COLA's for future retirees 

will be delayed for three years following commencement

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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NOTE 10 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS – continued  
 
benefit payments of current plan members. Therefore, the long‐term expected rate of return on pension 
plan investments was applied to all periods of projected benefits to determine the total pension liability.  
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the School’s proportionate share of the net pension liability calculated using 
the discount rate of 7.50 percent, as well as what the School’s net pension liability would be if it were 
calculated using a discount  rate  that  is one percentage point  lower  (6.50 percent), or one percentage 
point higher (8.50 percent) than the current rate. 

  
 
Actuarial Assumptions ‐ STRS 
 
The  total  pension  liability  in  the  July  1,  2018  actuarial  valuation was  determined  using  the  following 
actuarial assumptions, applied to all periods included in the measurement:  
 

 
 
Post‐retirement mortality rates are based on RP‐2014 Annuitant Mortality Table with 50 percent of rates 
through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 and 
84, and 100 percent of rates thereafter, projected forward generationally using mortality improvement 
scale MP‐2016; pre‐retirement mortality rates are based on RP‐2014 Employee Mortality Table, projected 
forward generationally using mortality improvement scale MP‐2016. 
 
The actuarial assumptions used in the July 1, 2018 valuation, were adopted by the board from the results 
of an actuarial experience study for July 1, 2011, through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 
 

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

School's proportionate share

  of the net pension liability $410,901 $291,714 $191,784

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Projected Payroll Growth 3.00 percent
Cost-of-Living Adjustments 0.00 percent
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NOTE 10 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – STRS – continued  
 

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.  Over  a  30‐year  period,  STRS’  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2018. The projection of cash flows used to determine the discount rate assumes that employer and 
member contributions will be made at statutory contribution rates of 14 percent each. For this purpose, 
only  employer  contributions  that  are  intended  to  fund  benefits  of  current  plan  members  and  their 
beneficiaries are included. Based on those assumptions, STRS’ fiduciary net position was projected to be 
available to make all projected future benefit payments to current plan members as of June 30, 2018. 
Therefore, the long‐term expected rate of return on pension plan investments of 7.45 percent was applied 
to all periods of projected benefit payments to determine the total pension liability as of June 30, 2018. 
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the School's proportionate share of the net pension liability as of June 
30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as what 
the School's proportionate share of the net pension liability would be if it were calculated using a discount 
rate that is one‐percentage‐point lower (6.45 percent) or one‐percentage‐point higher (8.45 percent) than 
the current assumption:  

  
 
 

 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

School's proportionate share

  of the net pension liability $3,828,184 $2,621,383 $1,599,989
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS 
 
Net OPEB Asset/Liability 

 
The net OPEB asset/liability reported on the statement of net position represents an asset or liability to 
employees  for  OPEB.  OPEB  is  a  component  of  exchange  transactions‐–between  an  employer  and  its 
employees—of salaries and benefits for employee services.   OPEB are provided to an employee—on a 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services  each  financial  period.    The  obligation  to  sacrifice  resources  for  OPEB  is  a  present  obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net OPEB asset/liability represents the School’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB asset/liability calculation is dependent on critical long‐
term  variables,  including  estimated  average  life  expectancies,  earnings  on  investments,  cost  of  living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting these estimates annually.   

 
Ohio Revised Code  limits  the School’s obligation for  this  liability  to annually  required payments.     The 
School cannot control benefit terms or the manner in which OPEB are financed; however, the School does 
receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the asset/liability is solely that of the employer, because they benefit from employee 
services.   OPEB contributions come from these employers and health care plan enrollees, which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio Revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
to benefits or funding could significantly affect the net OPEB asset/liability. Resulting adjustments to the 
net OPEB asset/liability would be  effective when  the  changes  are  legally  enforceable.  The  retirement 
systems may allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net OPEB asset/ 
liability on the accrual basis of accounting.  Any liability for the contractually‐required OPEB contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   

 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Health Care Plan Description ‐ The School contributes to the SERS Health Care Fund, administered by SERS 
for non‐certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a cost‐
sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare benefits 
to  eligible  individuals  receiving  retirement,  disability,  and  survivor  benefits,  and  to  their  eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the death of a member or retiree, are eligible for SERS’ health care coverage. Most retirees and  
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Plan Description ‐ School Employees Retirement System (SERS) – continued  
 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self‐insured preferred provider 
organization  for  its  non‐Medicare  retiree  population.  For  both  groups,  SERS  offers  a  self‐insured 
prescription drug program. Health care  is a benefit  that  is permitted, not mandated, by  statute.    The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the 
plan selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding  Policy  ‐  State  statute  permits  SERS  to  fund  the  health  care  benefits  through  employer 
contributions.    Each  year,  after  the  allocation  for  statutorily  required  pensions  and  benefits,  the 
Retirement Board may allocate  the  remainder of  the employer  contribution of 14 percent of  covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2019, 0.5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro‐rated if 
less than a full year of service credit was earned. For fiscal year 2019, this amount was $21,600. Statutes 
provide that no employer shall pay a health care surcharge greater than 2.0 percent of that employer’s 
SERS‐covered payroll; nor may SERS collect  in aggregate more than 1.5 percent of  the  total statewide 
SERS‐covered payroll for the health care surcharge.  For fiscal year 2019, the School’s surcharge obligation 
was $0.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The School’s contractually required contribution to SERS was 
$734 for fiscal year 2019.     
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost‐sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part 
B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the 
report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227‐7877. 
 
Funding  Policy  –  Ohio  Revised  Code  Chapter  3307  authorizes  STRS  to  offer  the  Plan  and  gives  the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed  
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Plan Description ‐ State Teachers Retirement System (STRS) – continued  
 
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees,  for  the most  recent  year,  pay  a  portion  of  the  health  care  costs  in  the  form of  a monthly 
premium.  Under Ohio law, funding for post‐employment health care may be deducted from employer 
contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2019, STRS did 
not allocate any employer contributions to post‐employment health care.   
 
OPEB Assets/Liabilities, OPEB Expense, and Deferred Outflows/Inflows of Resources Related to OPEB  
 
The net OPEB asset/liability was measured as of June 30, 2018, and the total OPEB asset/liability used to 
calculate  the  net  OPEB  asset/liability  was  determined  by  an  actuarial  valuation  as  of  that  date.  The 
School's proportion of the net OPEB asset/liability was based on the School's share of contributions to the 
respective  retirement  systems  relative  to  the  contributions  of  all  participating  entities.    Following  is 
information related to the proportionate share and OPEB expense: 

 

 
 
At June 30, 2019, the School reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

SERS STRS Total
Proportion of the Net OPEB Liability:

Current Measurement Date 0.00739799% 0.00938976%
Prior Measurement Date 0.00481650% 0.01192201%

Change in Proportionate Share 0.00258149% -0.00253225%

Proportionate Share of the Net
OPEB Liability/(Asset) 133,622$           (191,576)$          (57,954)$          

OPEB Expense 9,581$               (434,353)$          (424,772)$        
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 

 
 

$734  reported as deferred outflows of  resources  related  to OPEB  resulting  from School  contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending  June 30, 2020.   Other amounts  reported as deferred outflows of  resources and deferred 
inflows of resources related to OPEB will be recognized in OPEB expense as follows:  
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 

SERS STRS Total
Deferred Outflows of Resources
Differences between Expected and 
  Actual Experience 2,181$               22,377$             24,558$           
Changes in Proportion and Differences between 
  School District Contributions and Proportionate  
  Share of Contributions 29,509 90,237 119,746
School District Contributions Subsequent to the 
  Measurement Date 734 0 734
Total Deferred Outflows of Resources 32,424$            112,614$          145,038$        

Deferred Inflows of Resources
Differences between Expected and 
  Actual Experience 0$                      11,162$             11,162$           
Net Difference between Projected and 
  Actual Earnings on OPEB Plan Investments 202 21,886 22,088
Changes of Assumptions 12,006 261,036 273,042
Changes in Proportion and Differences between 
  School District Contributions and Proportionate  
  Share of Contributions 65,051 169,357 234,408
Total Deferred Inflows of Resources 77,259$             463,441$           540,700$         
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 

 
 
Actuarial Assumptions ‐ SERS 
 
The  total  OPEB  liability  was  determined  by  an  actuarial  valuation  as  of  June  30,  2018.  The  actuarial 
assumptions used in the valuation are based on results from the most recent actuarial experience study, 
which covered the five‐year period ending June 30, 2015. The experience study report is dated April 2016. 
The total OPEB liability used the following assumptions and other inputs: 
 

 
 
Mortality rates were based on the RP‐2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of  female rates. RP‐2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The long‐term expected rate of return on plan factors are considered in evaluating the long‐term rate of 
return assumption including long‐term historical data, estimates inherent in current market data, and a 
long‐normal distribution analysis  in which best‐estimate ranges of expected future real rates of return 
were developed by the investment consultant for each major asset class. These ranges were combined to  
 

 
 
 

SERS STRS Total
Fiscal Year Ending June 30:

2020 (143)$                 (67,478)$            (67,621)$          
2021 (3,101) (67,478) (70,579)
2022 (12,467) (67,480) (79,947)
2023 (29,336) (62,506) (91,842)
2024 (370) (60,759) (61,129)

Thereafter (152) (25,126) (25,278)

(45,569)$            (350,827)$          (396,396)$        

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Municipal Bond Index Rate

Measurement Date 3.62 percent
Prior Measurement Date 3.56 percent

Single Equivalent Interest Rate
Measurement Date 3.70 percent, net of plan investment expense, including price inflation
Prior Measurement Date 3.63 percent, net of plan investment expense, including price inflation

Health Care Cost Trend Rate
Medicare 5.375 percent - 4.75 percent
Pre-Medicare 7.25 percent - 4.75 percent

Attachment 26: Audited Financial Statements Page 1360



CLEVELAND COLLEGE PREPARATORY SCHOOL ‐ CUYAHOGA COUNTY 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS  
FOR THE YEAR ENDED JUNE 30, 2019 

 

 36

NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – SERS – continued  
 
produce the long‐term expected rate of return, 7.50 percent, by weighting the expected future real rates 
of return by the target asset allocation percentage and then adding expected inflation. The capital market 
assumptions developed by the investment consultant are intended for use over a 10‐year horizon and 
may not be useful in setting the long‐term rate of return for funding pension plans which covers a longer 
timeframe.  The assumption  is  intended  to be  a  long‐term assumption and  is  not  expected  to  change 
absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental 
change in the market that alters expected returns in future years. 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 
as used in the June 30, 2015 five‐year experience study, are summarized as follows: 
 

 
 

Discount  Rate  The  discount  rate  used  to measure  the  total  OPEB  liability  at  June  30,  2018 was  3.70 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2018 was 3.63 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be made 
from members and the System at the contribution rate of 2.00 percent of projected covered payroll each 
year, which includes a 1.50 percent payroll surcharge and 0.50 percent of contributions from the basic 
benefits  plan.  Based  on  these  assumptions,  the  OPEB  plan’s  fiduciary  net  position  was  projected  to 
become  insufficient  to  make  future  benefit  payments  during  the  fiscal  year  ending  June  30,  2026. 
Therefore,  the  long‐term expected  rate of  return on OPEB plan assets was used  to present  value  the 
projected  benefit  payments  through  the  fiscal  year  ending  June  30,  2025  and  the  Fidelity  General 
Obligation 20‐year Municipal Bond Index rate of 3.62 percent, as of June 30, 2018 (i.e., municipal bond 
rate), was used to present value the projected benefit payments for the remaining years in the projection. 
The total present value of projected benefit payments  from all  years was then used to determine the 
single rate of return that was used as the discount rate. The projection of future benefit payments for all 
current plan members was until the benefit payments ran out. 
 
Sensitivity of the School's Proportionate Share of the Net OPEB Liability to Changes in the Discount Rate 
and Changes in the Health Care Cost Trend Rates The net OPEB liability  is sensitive to changes  in the 
discount rate and the health care cost trend rate. The following table presents the net  

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – SERS – continued  
 
OPEB liability and what the net OPEB liability would be if it were calculated using a discount rate that is 
one percentage point lower (2.70 percent) and higher (4.70 percent) than the current discount rate (3.70 
percent). Also shown is what the net OPEB liability would be based on health care cost trend rates that 
are one percent lower (6.25 percent decreasing to 3.75 percent) and one percent higher (8.25 percent 
decreasing to 5.75 percent) than the current rate. 
  

 

   
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2018, actuarial valuation are presented below:   

 

 
 

Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 
For  healthy  retirees  the mortality  rates  are  based  on  the  RP‐2014 Annuitant Mortality  Table with  50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between 
ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality 
improvement scale MP‐2016. For disabled retirees, mortality rates are based on the RP‐2014 Disabled 
Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected forward 
generationally using mortality improvement scale MP‐2016. 
 

Current

1% Decrease Discount Rate 1% Increase

(2.70%) (3.70%) (4.70%)

School's proportionate share

  of the net OPEB liability $162,141 $133,622 $111,042

Current

1% Decrease Trend Rate 1% Increase

(6.25 % decreasing (7.25 % decreasing (8.25 % decreasing

to 3.75%) to 4.75%) to 5.75%)

School's proportionate share

  of the net OPEB liability $107,809 $133,622 $167,805

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Health Care Cost Trend Rates -5.23 percent to 9.62 percent, initial, 4.00 percent ultimate
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – STRS – continued  
 
Actuarial  assumptions  used  in  the  June  30,  2018,  valuation  are  based  on  the  results  of  an  actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.    Over  a  30‐year  period,  STRS'  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total OPEB asset/liability was 7.45 percent as of 
June 30, 2018. The projection of cash flows used to determine the discount rate assumed STRS continues 
to allocate no employer contributions to the health care fund. Based on those assumptions, the OPEB 
plan’s fiduciary net position was projected to be available to make all projected future benefit payments 
to current plan members as of June 30, 2018. Therefore, the long‐term expected rate of return on health 
care  plan  investments  of  7.45  percent  was  applied  to  all  periods  of  projected  benefit  payments  to 
determine the total OPEB liability as of June 30, 2018.  
 
Sensitivity  of  the  School’s  Proportionate  Share  of  the  Net  OPEB  Asset/Liability  to  Changes  in  the 
Discount and Health Care Cost Trend Rate The following table represents the net OPEB asset/liability as 
of June 30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as 
what the net OPEB asset/liability would be if it were calculated using a discount rate that is one percentage 
point lower (6.45 percent) or one percentage point higher (8.45 percent) than the current assumption. 
Also shown is the net OPEB liability as of June 30, 2018, calculated using health care cost trend rates that 
are one percentage point lower or one percentage point higher than the current health care cost trend 
rates. 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – STRS – continued  
 

 

  
 
NOTE 12 ‐ CONTINGENCIES  

 
Grant  ‐ The School received financial assistance from federal and state agencies in the form of grants.  
Amounts  received  from  grantor  agencies  are  subject  to  audit  and  adjustment  by  the  grantor.    Any 
disallowed costs may require refunding to the grantor.  Amounts which may be disallowed, if any, are not 
presently determinable.   However,  in  the opinion of  the School, any such adjustments will not have a 
material adverse effect on the financial position of the School.  
 
Litigation ‐ There are currently no matters in litigation with the School as defendant. 
 
Full‐time Equivalency ‐ School foundation funding is based on the annualized full‐time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for  Foundation  funding  purposes.   Community  schools  must  provide  documentation  that  clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

School's proportionate share

  of the net OPEB asset $164,197 $191,576 $214,584

Current

1% Decrease Trend Rate 1% Increase

School's proportionate share

  of the net OPEB asset $213,285 $191,576 $169,526
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NOTE 12 ‐ CONTINGENCIES (continued) 
 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation  funding  due  to  a  lack  of  evidence  to  support  student  participation  and  other matters  of 
noncompliance. ODE did not perform such a review on the School for fiscal year 2019.  
 
As of the date of this report, all ODE adjustments have been completed. 
 
In addition, the School’s contracts with their Sponsor and Management Company require payment based 
on revenues received from the State.  As discussed above, all ODE adjustments through fiscal year 2019 
have been completed.  A reconciliation between payments previously made and the FTE adjustments has 
taken place with these contracts.  
 

NOTE 13 ‐ SPONSOR CONTRACT 
 
The School contracted with Ohio Council of Community Schools as its sponsor and oversight services as 
required by law.  Sponsorship fees are calculated as a 2.25 percent of state funds received by the School 
from the State of Ohio. For the fiscal year ended June 30, 2019, the total sponsorship fees paid totaled 
$51,955.  
 

NOTE 14 ‐ PURCHASED SERVICES 
 

For the period of July 1, 2018 through June 30, 2019, the School made the following purchased services 
commitments. 
 
 

Purchased Services Amount
Professional Services 812,823$         
Property Services 261,832

   Utilities 36,209
Travel & Meetings 1,819
Communications 26,090
Contractual Trade 200,194
Pupil Transportation 3,923

Total 1,342,890$      
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NOTE 15 ‐ MANAGEMENT COMPANY and MANAGEMENT COMPANY EXPENSES 
 

For  fiscal  year  2019  the  School  entered  into  an  agreement  with  Accel  Schools  Ohio,  LLC  to  provide 
management support services. The agreement is for a period beginning May 1, 2017 and ending on June 
30, 2027. Management fees are calculated as 18% of the total revenues received from the State of Ohio. 
The  total  amount due  from  the School  for  the  fiscal  year ending  June 30, 2019, was $518,247 and  is 
included  under  “Purchased  Services”  on  the  Statements  of  Revenues,  Expenses,  and  Changes  in  Net 
Position.   

 
Also, per the management agreement there are expenses that will be billed to the School based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of employees working in at 
the School and other costs related to providing education and administrative services. The total amount 
billed during fiscal year 2019 was $1,401,233 which includes the previously identified management fee. 
 
For the periods ended June 30, 2019, Accel Schools Ohio, LLC, incurred the following expenses on behalf 
of the School: 
 

 
 

Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro‐rated based on 
full time equivalent (FTE) head count as of June 30, 2019 by each school it manages.  
 

 
 
 
 
 
 
 
 
 
 

 Cleveland College Preparatory School 

 Regular Instruction
(1100 Function Codes) 

 Special Instruction
(1200 Function Codes) 

 Support Services
(2000 Function Codes) 

 Total 

                                1,100                                 1,200                                 2,000 
Direct Expenses: 
Salaries & Wages (100 Object Codes) 875,326                           244,119                           1,119,444          
Employees’ Benefits (200 Object Codes) 57,257                             57,225                             17,669                             132,150             
Professional & Technical Services (410 Object Codes) 63,981                             63,981               
Supplies (510 Object Codes) 1,879                               7,158                               9,037                 
Other Direct Costs (All Other Object Codes) 17,650                             5,479                               23,129               
Total Direct Expenses 952,112                           301,343                           94,287                             1,347,742          
  
Indirect Expenses:  
Overhead 234,140                           234,140             
  
Total Expenses 952,112                           301,343                           328,427                           1,581,883          
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NOTE 16 ‐ LEASE OBLIGATIONS 
   
On April 29, 2010, the School renewed the operating lease with the Roman Catholic Diocese of Cleveland 
for space located at St. John Nepomucene Parish commencing on July 1, 2010.  The term of the lease is 
for a period of five years which renewed another 5 years.  Base rent expense for the fiscal year ended 
2019 was $168,628 and each year on the anniversary of the lease the rent shall automatically increase 3% 
of the current rental amount. Future lease obligations are as follows: 
 

FY2020 $181,104 

 
 

NOTE 17 – IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES  
 
For the fiscal year ended June 30, 2019, the School has implemented Governmental Accounting Standards 
Board  (GASB)  Statement  No.  83,  Certain  Asset  Retirement  Obligations  and  GASB  Statement  No.  88, 
Certain Disclosures Related to Debt, including Direct Borrowings and Direct Placements. 
 
GASB Statement No. 83 establishes criteria for determining the timing and pattern of recognition of a 
liability  and  a  corresponding  deferred  outflow  of  resources  for  asset  retirement  obligations.  The 
implementation of GASB  Statement No.  83 did not have an effect  on  the  financial  statements of  the 
School. 
 
GASB Statement No. 88 establishes additional financial statement note disclosure requirements related 
to debt obligations of governments,  including direct borrowings and direct placements. These changes 
were incorporated in the School’s fiscal year 2019 financial statements; however, there was no effect on 
beginning net position. 
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2019 2018 2017 2016 2015 2014
School's Proportion of the Net Pension

Liability 0.0050935% 0.00790027% 0.0031982% 0.0061551% 0.005684% 0.005684%

School's Proportionate Share of the Net
Pension Liability 291,714$        472,024$        234,074$        351,215$        287,640$        337,981$        

School's Covered Payroll 195,896$        232,114$        55,007$          35,425$          33,658$          39,408$          

School's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 148.91% 203.36% 425.53% 991.44% 854.60% 857.66%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 71.36% 69.50% 62.98% 69.16% 71.70% 65.52%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net Pension Liability

School Employees Retirement System of Ohio
Last Six Fiscal Years (1)
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2019 2018 2017 2016 2015 2014
School's Proportion of the Net Pension

Liability 0.01192201% 0.00938976% 0.01382319% 0.01030593% 0.08796550% 0.08796550%

School's Proportionate Share of the Net
Pension Liability 2,621,383$        2,230,557$        4,704,019$        2,848,257$        2,139,626$        2,548,708$        

School's Covered Payroll 1,355,329$        1,031,129$        1,771,500$        1,532,471$        1,107,408$        902,931$          

School's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 193.41% 216.32% 265.54% 185.86% 193.21% 282.27%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 77.31% 75.29% 66.80% 72.10% 74.70% 69.30%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net Pension Liability

State Teachers Retirement System of Ohio
Last Six Fiscal Years (1)
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2019 2018 2017 2016 2015 2014 2013 2012 2011

Contractually Required Contribution 19,819$          26,446$          32,496$          7,701$            4,669$            4,665$            5,454$            6,046$            11,658$          

Contributions in Relation to the 
Contractually Required Contribution (19,819)           (26,446)           (32,496)           (7,701)            (4,669)            (4,665)            (5,454)            (6,046)            (11,658)           

Contribution Deficiency (Excess) -                 -                 -                 -                 -                 -                 -                 -                 -                 

School Covered Payroll 146,807$        195,896$        232,114$        55,007$          35,425$          33,658$          39,408$          44,952$          92,745$          

Contributions as a Percentage of
Covered Payroll 13.50% 13.50% 14.00% 14.00% 13.18% 13.86% 13.84% 13.45% 12.57%

(1) Information prior to 2011 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of School Contributions - Pension

School Employees Retirement System of Ohio
Last Nine Fiscal Years (1)
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2019 2018 2017 2016 2015 2014 2013 2012 2011

Contractually Required Contribution 178,967$          189,746$          144,358$          248,010$          214,546$          143,963$          117,381$          96,711$            83,110$            

Contributions in Relation to the 
Contractually Required Contribution (178,967)           (189,746)           (144,358)           (248,010)           (214,546)           (143,963)           (117,381)           (96,711)            (83,110)            

Contribution Deficiency (Excess) -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 

School Covered Payroll 1,278,336$        1,355,329$        1,031,129$        1,771,500$        1,532,471$        1,107,408$        902,931$          743,931$          639,308$          

Contributions as a Percentage of
Covered Payroll 14.00% 14.00% 14.00% 14.00% 14.00% 13.00% 13.00% 13.00% 13.00%

(1) Information prior to 2011 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of School Contributions - Pension
State Teachers Retirement System of Ohio

Last Nine Fiscal Years (1)
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2019 2018 2017
School's Proportion of the Net OPEB

Liability 0.0048165% 0.00739799% 0.0051863%

School's Proportionate Share of the Net
OPEB Liability 133,622$        198,543$        147,829$        

School's Covered Payroll 195,896$        232,114$        55,007$          

School's Proportionate Share of the Net
OPEB Liability as a Percentage
of its Covered Payroll 68.21% 85.54% 268.75%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability 13.57% 12.46% 11.49%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net OPEB Liability

School Employees Retirement System of Ohio
Last Three Fiscal Years (1)
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2019 2018 2017
School's Proportion of the Net OPEB

Liability/Asset 0.01192201% 0.00938976% 0.01382319%

School's Proportionate Share of the Net
OPEB Liability/(Asset) (191,576)$         366,353$          739,268$          

School's Covered Payroll 1,355,329$        1,031,129$        1,771,500$        

School's Proportionate Share of the Net
OPEB Liability/Asset as a Percentage
of its Covered Payroll -14.14% 35.53% 41.73%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability/Asset 176.00% 47.11% 37.30%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net OPEB Asset/Liability

State Teachers Retirement System of Ohio
Last Three Fiscal Years (1)
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2019 2018 2017 2016 2015 2014 2013 2012 2011

Contractually Required Contribution (2) 734$              2,023$            4,810$            126$              291$          47$                743$              927$              2,301$            

Contributions in Relation to the 
Contractually Required Contribution (734)               (2,023)            (4,810)            (126)               (291)          (47)                 (743)               (927)               (2,301)            

Contribution Deficiency (Excess) -                 -                 -                 -                 -            -                 -                 -                 -                 

School Covered Payroll 146,807$        195,896$        232,114$        55,007$          35,425$      33,658$          39,408$          44,952$          92,745$          

OPEB Contributions as a Percentage of
Covered Payroll (2) 0.50% 1.03% 2.07% 0.23% 0.82% 0.14% 1.89% 2.06% 2.48%

(1) Information prior to 2011 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

(2) Includes Surcharge

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of School Contributions - OPEB

School Employees Retirement System of Ohio
Last Nine Fiscal Years (1) 
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2019 2018 2017 2016 2015 2014 2013 2012 2011

Contractually Required Contribution -$                     -$                     -$                 -$                 -$                 11,074$            9,029$              7,439$              6,393$              

Contributions in Relation to the 
Contractually Required Contribution -                      -                      -                  -                  -                  (11,074)            (9,029)              (7,439)              (6,393)              

Contribution Deficiency (Excess) -$                     -$                     -$                 -$                 -$                 -$                 -$                 -$                 -$                 

School Covered Payroll 1,278,336$            1,355,329$            1,031,129$        1,771,500$        1,532,471$        1,107,408$        902,931$          743,931$          639,308$          

Contributions as a Percentage of
Covered Payroll 0.00% 0.00% 0.00% 0.00% 0.00% 1.00% 1.00% 1.00% 1.00%

(1) Information prior to 2011 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of School Contributions - OPEB

State Teahcers Retirement Systems of Ohio
Last Nine Fiscal Years (1) 
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NOTE 1 ‐ NET PENSION LIABILITY 
 
Changes in Assumptions ‐ SERS 

 

For fiscal year 2017, the SERS Board adopted the following assumption changes: 

 Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent 

 Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent 

 Assumed real wage growth was reduced from 0.75 percent to 0.50 percent 

 Rates of withdrawal, retirement and disability were updated to reflect recent experience. 

 Mortality among active members was updated to RP‐2014 Blue Collar Mortality Table with fully 

generational projection and a five‐year age set‐back for both males and females. 

 Mortality among service retired members, and beneficiaries was updated to RP‐2014 Blue Collar 

Mortality Table with fully generational projection with Scale BB, 120 percent of male rates, and 

110 percent of female rates. 

 Mortality among disabled members was updated to RP‐2000 Disabled Mortality Table, 90 

percent for male rates and 100 percent for female rates, set back five years is used for the 

period after disability retirement.   

 

Changes in Benefit Terms ‐ SERS 

For fiscal year 2018, the cost‐of‐living adjustment was changed from a fixed 3.00 percent to a cost‐of‐
living adjustment  that  is  indexed  to CPI‐W not greater  than 2.50 percent with a  floor of  zero percent 
beginning January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has 
enacted a three‐year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the Retirement Board approved several changes to the actuarial assumptions in 2017. 
The  long  term  expected  rate  of  return was  reduced  from  7.75  percent  to  7.45  percent,  the  inflation 
assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered 
to 3.00 percent, and total salary increases rate was lowered by decreasing the merit component of the 
individual salary increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy 
and  disabled mortality  assumptions were  updated  to  the  RP‐2014 mortality  tables with  generational 
improvement  scale MP‐2016. Rates of  retirement,  termination and disability were modified  to better 
reflect anticipated future experience. 
 

Changes in Benefit Terms ‐ STRS 

 

For fiscal year 2018, the cost‐of‐living adjustment (COLA) was reduced to zero.  
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NOTE 2 ‐ NET OPEB LIABILITY 
 
Changes in Assumptions – SERS 
 
Amounts  reported  for  fiscal  year  2019  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 3.56 percent to 3.62 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased from 3.63 percent to 3.70 percent. The health care cost trend assumptions changed as follows:  
 
Pre‐Medicare 
   Fiscal year 2018   7.50 percent initially, decreasing to 4.00 percent 

Fiscal year 2019 7.25 percent initially, decreasing to 4.75 percent 
Medicare 
  Fiscal year 2018   5.50 percent initially, decreasing to 5.00 percent 

Fiscal year 2019 5.375 percent initially, decreasing to 4.75 percent 
 

Amounts  reported  for  fiscal  year  2018  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 2.92 percent to 3.56 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased from 2.98 percent to 3.63 percent. 
 
Changes in Benefit Terms ‐ SERS 

There have been no changes to the benefit provisions. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2019, the discount rate was increased from the blended rate of 4.13 percent to the long‐
term expected rate of return of 7.45 percent. Valuation year per capita health care costs were updated. 
Health care cost trend rates ranged from 6.00 percent to 11 percent initially and a 4.50 percent ultimate 
rate for fiscal year 2018 and changed for fiscal year 2019 to a range of  ‐5.20 percent to 9.60 percent, 
initially and a 4.00 ultimate rate. 
 
For fiscal year 2018, the blended discount rate was increased from 3.26 percent to 4.13 percent. Valuation 
year per capita health care costs were updated, and the salary scale was modified. The percentage of 
future retirees electing each option was updated based on current data and the percentage of  future 
disabled  retirees  and  terminated  vested  participants  electing  health  coverage  were  decreased.  The 
assumed  mortality,  disability,  retirement,  withdrawal  and  future  health  care  cost  trend  rates  were 
modified along with the portion of rebated prescription drug costs. 
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NOTE 2 ‐ NET OPEB LIABILITY (CONTINUED) 
 
Changes in Benefit Terms – STRS 
 
For fiscal year 2019, the subsidy multiplier for non‐Medicare benefit recipients was increased from 1.9 
percent to 1.944 percent per year of service effective January 1, 2019. The non‐Medicare frozen subsidy 
base  premium  was  increased  effective  January  1,  2019  and  all  remaining Medicare  Part  B  premium 
reimbursements will be discontinued beginning January 1, 2020. 
 
For  fiscal  year 2018,  the  subsidy multiplier  for non‐Medicare benefit  recipients was  reduced  from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. This was subsequently extended, see above paragraph.  
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December 24, 2019 
 
To the Board of Trustees  
Cleveland College Preparatory School 
4906 Fleet Avenue 
Cleveland, Ohio 44105 
 

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 
and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the Cleveland College 
Preparatory School, Cuyahoga County, Ohio (the “School”) as of and for the year ended June 30, 2019, 
and the related notes to the financial statements, which collectively comprise the School’s basic financial 
statements, and have issued our report thereon dated December 24, 2019. 
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School's internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate in 
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the School’s internal control. Accordingly, we 
do not express an opinion on the effectiveness of the School’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with 
governance.  
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified. 
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Cleveland College Preparatory School 
Independent Auditor’s Report on Internal Control over Financial Reporting and on  

Compliance and Other Matters Based on an Audit of Financial Statements  
Performed in Accordance with Government Auditing Standards 

Page 2 of 2 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 
results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 

 
 

 
Medina, Ohio 
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CLERK’S CERTIFICATION 
This is a true and correct copy of the report which is required to be filed in the Office of the 
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio. 
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88 East Broad Street, Columbus, Ohio 43215 
Phone: 614-466-4514 or 800-282-0370 

www.ohioauditor.gov

 
 
 
Board of Trustees 
Cleveland College Preparatory School 
4906 Fleet Avenue 
Cleveland, Ohio 44105 
 
 
We have reviewed the Independent Auditor’s Report of the Cleveland College Preparatory 
School, Cuyahoga County, prepared by Rea & Associates, Inc., for the audit period July 1, 2017 
through June 30, 2018.  Based upon this review, we have accepted these reports in lieu of the 
audit required by Section 117.11, Revised Code.  The Auditor of State did not audit the 
accompanying financial statements and, accordingly, we are unable to express, and do not 
express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Cleveland College Preparatory School is 
responsible for compliance with these laws and regulations. 
 
 
Ohio Auditor of State 
 
 
 
 
 
 
 
January 17, 2019  
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December 27, 2018

To the Board of Trustees
Cleveland College Preparatory School
4906 Fleet Avenue
Cleveland, OH 44105

Independent Auditor's Report

Report on the Financial Statements

We have audited the accompanying financial statements of the Cleveland College Preparatory School, 
Cuyahoga County, Ohio, (the “School”) as of and for the year ended June 30, 2018, and the related notes 
to the financial statements, which collectively comprise the School’s basic financial statements as listed in 
the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation 
and fair presentation of the financial statements in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s 
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the School, as of June 30, 2018, and the changes in its financial position and its cash 
flows for the year then ended in accordance with accounting principles generally accepted in the United 
States of America.

Emphasis of a Matter 

As described in Note 17 to the financial statements, the School restated the net position balance to 
account for the implementation of Governmental Accounting Standard Board (GASB) Statement No. 75, 
“Accounting and Financial reporting for Postemployment Benefits other than Pensions.” In addition the 
School restated the net pension liability amount to account for an error discovered in the calculation to 
allocate the management companies’ share of the net pension liability to member schools. Our opinion is 
not modified with respect to this matter.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the School's Proportionate Share of the Net Pension Liability,
Schedule of the School’s Contributions - Pension, Schedule of the School’s Proportionate Share of the 
Net OPEB Liability, and the Schedule of the School’s Contributions - OPEB on pages 5–11, 47-48, 49-50, 
51-52, and 53-54, respectively, be presented to supplement the basic financial statements. Such 
information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the 
basic financial statements in an appropriate operational, economic, or historical context. We have applied 
certain limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion 
or provide any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance.
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Page 3 of 3

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 27,
2018 on our consideration of the School’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness 
of the School’s internal control over financial reporting or on compliance. That report is an integral part of 
an audit performed in accordance with Government Auditing Standards in considering the School’s 
internal control over financial reporting and compliance.

Medina, Ohio
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The discussion and analysis of the Cleveland College Preparatory School (the School) financial 
performance provides an overall review of the School’s financial activities for the fiscal year ended June 
30, 2018. The intent of this discussion and analysis is to look at the School’s’ financial performance as a 
whole; readers should also review the basic financial statements and notes to the basic financial 
statements to enhance their understanding of the School’s financial performance.  

The Management’s Discussion and Analysis (the MD&A) is an element of the reporting model adopted by 
the Governmental Accounting Standards Board (GASB) in their Statement No. 34 Basic Financial 
Statements – and Management’s Discussion and Analysis – for State and Local Governments. Certain 
comparative information between the current fiscal year and the prior fiscal year is required to be 
presented in the MD&A.  

FINANCIAL HIGHLIGHTS 
 
Key Financial Highlights for the School for the 2017-18 school year are as follows:  

• Total Assets increased $139,139. 
• Total Liabilities decreased $2,510,048   
• Total Net Position increased $1,023,227. 
• Total Operating and Non-Operating revenues were $3,198,558. Total Operating and Non-

Operating expenses were $2,175,331. 
• The School restated net position previously reported to account for the implementation of GASB 

75 and a reallocation of the management company’s payroll that adjusted the proportionate 
share of the net pension liability. 
 

USING THIS ANNUAL REPORT 
  
This report consists of three parts: the basic financial statements, notes to those statements, and required 
supplemental information.  The basic financial statements include a Statement of Net Position, a 
Statement of Revenues, Expenses and Changes in Fund Net Position, and a Statement of Cash Flows.   

The Statement of Net Position and Statement of Revenues, Expenses, and Changes in Net Position reflect 
how the School did financially during fiscal year 2018.  These statements include all assets and deferred 
outflows of resources and liabilities and deferred inflows of resources using the accrual basis of accounting 
similar to the accounting used by most private-sector companies. This basis of accounting includes all of 
the current year revenues and expenses regardless of when cash is received or paid.  

These statements report the School’s Net Position and changes in net position. This change in Net Position 
is important because it tells the reader whether the financial position of the School has improved or 
diminished. The causes of this change may be the result of many factors, some financial, some not. Non-
financial factors include the School’s’ student enrollment, per-pupil funding as determined by the State 
of Ohio, change in technology, required educational programs and other factors. The School uses 
enterprise presentation for all of its activities. 
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USING THIS ANNUAL REPORT (Continued) 
 
Statement of Net Position - The Statement of Net Position answers the question of how the School did 
financially during 2018. This statement includes all assets, deferred outflows of resources, liabilities, and 
deferred inflows of resources, both financial and capital, and short-term and long-term using the accrual 
basis of accounting and economic resource focus, which is similar to the accounting used by most private-
sector companies.  This basis of accounting takes into account all revenues and expenses during the year, 
regardless of when the cash is received or paid.   
 
Table 1 provides a summary of the School’s Net Position for fiscal year 2018 compared to fiscal year 
2017. 

Assets

Current Assets  $                 525,361  $                 234,429 

Noncurrent Assets                     765,708                     917,501 

     Total Assets                 1,291,069                 1,151,930 

Deferred Outflows of Resources                 2,332,274                 2,602,735 

       

Liabilities        

Current Liabilities                 1,113,324                 1,065,659 

NonCurrent Liabilities                 3,267,477                 5,825,190 

      Total Liabilties                 4,380,801                 6,890,849 

Deferred Inflows of Resources                 1,485,505                     130,006 

Net Position

Investment in Capital Assets                          5,294                                 -   

Unrestricted               (2,248,257)               (3,266,190)

      Total Net Position  $           (2,242,963)  $           (3,266,190)
 

Table 1
Statement of Net Position

2018 Restated 2017

 
Over time, Net Position can serve as a useful indicator of a government’s financial position.  At June 30, 
2018, the School’s net position totaled $(2,242,963), primarily caused by the impact of net pension/OPEB 
liabilities and related acrruals totaling ($2,420,708). 
  
Current assets represent cash and cash equivalents, accounts receivable, notes receivable, and 
intergovernmental receivables.  Current liabilities represent accounts payable, withholdings payable, and 
advances payable at fiscal year-end. Current assets increased $290,932 primarily due to increases in 
accounts and the current portion of notes receiable for amounts owed from other schools. 
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USING THIS ANNUAL REPORT (Continued) 
 
The net pension liability (NPL) is the largest single liability reported by the School at June 30, 2018   and is 
reported pursuant to GASB Statement 68, “Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27.”   For fiscal year 2018, the School adopted GASB Statement 75, 
“Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions,” which 
significantly revises accounting for costs and liabilities related to other postemployment benefits (OPEB). 
 
For reasons discussed below, many end users of this financial statement will gain a clearer understanding 
of the School’s actual financial condition by adding deferred inflows related to pension and OPEB, the net 
pension liability and the net OPEB liability to the reported net position and subtracting deferred outflows 
related to pension and OPEB. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OPEB liability.  GASB 68 and GASB 75 
take an earnings approach to pension and OPEB accounting; however, the nature of Ohio’s statewide 
pension/OPEB plans and state law governing those systems requires additional explanation in order to 
properly understand the information presented in these statements. 

 
GASB 68 and GASB 75 require the net pension liability and the net OPEB liability to equal the School’s 
proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 

GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, 
and the promise of a future pension and other postemployment benefits.  GASB noted that the unfunded 
portion of this promise is a present obligation of the government, part of a bargained-for benefit to the 
employee, and should accordingly be reported by the government as a liability since they received the 
benefit of the exchange.  However, the School is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement systems to provide healthcare to eligible benefit recipients.  The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
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USING THIS ANNUAL REPORT (Continued) 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a specific, 
legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the 
unfunded liability of the pension/OPEB plan as against the public employer.  State law operates to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the employment exchange with notice as to the law.  The retirement system is responsible for the 
administration of the pension and OPEB plans.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability.  As explained above, changes in benefits, 
contribution rates, and return on investments affect the balance of these liabilities, but are outside the 
control of the local government.  In the event that contributions, investment returns, and other changes 
are insufficient to keep up with required payments, State statute does not assign/identify the responsible 
party for the unfunded portion.  Due to the unique nature of how the net pension liability and the net 
OPEB liability are satisfied, these liabilities are separately identified within the long-term liability section 
of the statement of net position. 
 
In accordance with GASB 68 and GASB 75, the School’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB liability, respectively, not accounted for as 
deferred inflows/outflows.  
 
As a result of implementing GASB 75, the School is reporting a net OPEB liability and deferred 
inflows/outflows of resources related to OPEB on the accrual basis of accounting.  This implementation 
(with the reallocation of management company payroll impacting the proportionate share of net pension 
liability) also had the effect of restating net position at June 30, 2017, from ($2,930,585) to ($3,266,190). 
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USING THIS ANNUAL REPORT (Continued) 
 
Statement of Revenues, Expenses and Change in Net Position - Table 2 shows the change in Net Position 
for fiscal years 2018 and 2017 as well as a listing of revenues and expenses.   This change in Net Position 
is important because it tells the reader that, for the School as a whole, the financial position of the School 
has improved or diminished. The cause of this may be the result of many factors, some financial, some 
not.  Non-financial factors include the current laws in Ohio restricting revenue growth, facility conditions, 
required educational programs and other factors. 
 

Operating Revenues

State Aid  $             2,420,457  $             2,347,141 

Other                       59,312                       14,262 

     Total Operating Revenues                 2,479,769                 2,361,403 

Operating Expenses       

Salaries                 1,154,886                 1,198,415 

Fringe Benefits                    269,229                    505,920 

Fringe Benefits - Pension/OPEB                   (931,753)                    152,370 

Purchased Services                 1,443,994                 1,616,364 

Materials and Supplies                    116,937                    170,993 

Depreciation                         1,324                                -   

Other                       30,592                       11,637 

      Total Operating Expenses                 2,085,209                 3,655,699 

Operating Income (Loss)                    394,560               (1,294,296)

Non-Operating Revenues (Expenses)

Federal Grants                    499,404                    532,438 

Debt Forgiveness                                -                         85,315 

Intergovernmental Revenue                    219,385                    240,420 

Interest Expense                     (90,122)                   (121,418)

      Total Non-Operating Revenues (Expenses)                    628,667                    736,755 
 
Change in Net Position 1,023,227$             (557,541)$               

Table 2
Change in Net Position

2018 Restated 2017
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USING THIS ANNUAL REPORT (Continued) 
 
Revenues remained consistent based on steady enrollment between fiscal year 2017 and 2018. 
 
The information necessary to restate the 2017 beginning balances and the 2017 OPEB expense amounts 
for the effects of the initial implementation of GASB 75 is not available.  Therefore, 2017 functional 
expenses still include OPEB expense of $4,810 computed under GASB 45.  GASB 45 required recognizing 
pension expense equal to the contractually required contributions to the plan. Under GASB 75, OPEB 
expense represents additional amounts earned, adjusted by deferred inflows/outflows. The contractually 
required contribution is no longer a component of OPEB expense. Under GASB 75, the 2018 statements 
report negative OPEB expense of $119,073.  Consequently, in order to compare 2018 total program 
expenses to 2017, the following adjustments are needed: 
 

Total 2018 program expenses under GASB 75 2,085,209$   

Negative OPEB expense under GASB 75 119,073         
2018 contractually required contribution 2,023              

Adjusted 2018 program expenses 2,206,305     

Total 2017 program expenses under GASB 45 3,655,699     

Decrease in program expenses not related to OPEB 1,449,394$   

 
The decrease in remaining expenses is primarily due to the changes in net pension liability and related 
accruals. See Note 10 for further information. 
 
CAPITAL ASSETS  

At fiscal year end, the net book value of the School’s capital assets was $5,294.  See Note 6 for additional 
information. 
 
WORKING CAPITAL ADVANCES 

During the fiscal year, the School received working capital monies from Charter School Capital through a 
receivables purchase agreement. As the School receives monthly State funding, these advances are 
repaid, however, the School may elect to receive additional advances from Charter School Capital by 
entering into additional agreements. The balance as of June 30, 2018 was $625,400. For more information, 
see Note 7 of the Basic Financial Statements. 
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CURRENT FINANCIAL ISSUES 
 
The School is a community School and is funded through the State of Ohio Foundation Program.  The 
School relies on this, as well as, State and Federal funds as its primary source of revenue.   In 2018, the 
State raised the base per pupil funding to $6,010, which is up from $6,000 in the previous 
year.  Additionally, community schools in Ohio will be allocated a small amount of facilities funding which 
is also per pupil based.  This amount is projected to be approximately $200 per pupil. 
 
The full-time equivalent enrollment of the School for the year ended June 30, 2018 was 277 compared to 
a figure of 273 at the end of fiscal year 2017. 
 
Overall, the School will continue to provide learning opportunities and apply resources to best meet the 
needs of the students served.  
 
CONTACTING THE SCHOOL’S FINANCIAL MANAGEMENT  
 
This financial report is designed to provide our citizen’s, taxpayers, investors and creditors with a general 
overview of the School’s finances and to demonstrate accountability for the money it receives. If you have 
questions about this report or need additional information contact the School’s Fiscal Officer, C. David 
Massa, CPA, of Massa Financial Solutions, LLC, 4906 Fleet Avenue., Cleveland, Ohio 44103. 
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CLEVELAND COLLEGE PREPARATORY SCHOOL - CUYAHOGA COUNTY, OHIO 
  
Statement of Net Position 

At June 30, 2018 
Assets:
Current Assets:
    Cash and Cash Equivalents 68,614$               
    Accounts Receivable 219,580
    Intergovernmental Receivable 19,287
    Notes Receivable - Current Portion 194,156
    Other Assets 23,724
      Total Current Assets 525,361

Noncurrent Assets:
  Notes Receivable, net of current portion 760,414
  Capital Assets, net of accumulated depreciation 5,294

765,708

Total Assets 1,291,069            

Deferred Outflows of Resources:
    Pension 2,262,828            
    OPEB 69,446                 

Total Deferred Outflows of Resources 2,332,274            

Liabilities:
Current Liabilities:
    Accounts Payable, Trade 485,957               
    Withholdings Payable 1,967                   
    Advances Payable 625,400               
       Total Current Liabilities 1,113,324            

Noncurrent Liabilities:
  Net Pension Liability 2,702,581
  Net OPEB Liability 564,896
    Total Noncurrent Liabilities 3,267,477

       Total Liabilities 4,380,801

Deferred Inflows of Resources:
    Pension 1,217,741            
    OPEB 267,764               

Total Deferred Inflows of Resources 1,485,505            

Net Position:
  Invested in Capital Assets 5,294
  Unrestricted (2,248,257)
  Total Net Position (2,242,963)$        

See Accompanying Notes to the Basic Financial Statements
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CLEVELAND COLLEGE PREPARATORY SCHOOL - CUYAHOGA COUNTY, OHIO 
  

Statement of Revenues, 
Expenses and Changes in Net Position 

For the Fiscal Year Ended June 30, 2018 
 

Operating Revenues:
  State Aid 2,420,457$           
  Miscellaneous 59,312
    Total Operating Revenues 2,479,769

Operating Expenses:
  Salaries 1,154,886             
  Fringe Benefits 269,229                
  Fringe Benefits - Pension (812,680)               
  Fringe Benefits - OPEB (119,073)               
  Purchased Services 1,443,994
  Depreciation 1,324
  Supplies 116,937
  Other Operating Expenses 30,592
    Total Operating Expenses 2,085,209

      Operating Income 394,560

Non-Operating Revenues and (Expenses):
  Federal Grants 499,404
  Intergovernmental Revenues 219,385                
  Interest Expense (90,122)                 
    Net Nonoperating Revenues and (Expenses) 628,667

Change in Net Position 1,023,227             

Net Position Beginning of Year, Restated (3,266,190)            
Net Position End of Year (2,242,963)$         

See Accompanying Notes to the Basic Financial Statements
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CLEVELAND COLLEGE PREPARATORY SCHOOL - CUYAHOGA COUNTY, OHIO 
  

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2018 

 

CASH FLOWS FROM OPERATING ACTIVITIES
State Aid Receipts 2,411,155$       
Other Operating Receipts 59,312               
Cash Payments to Suppliers for Goods and Services (1,617,530)        
Cash Payments to Employees for Services (1,154,886)        
Cash Payments for Employee Benefits (276,473)           

Net Cash Used For Operating Activities (578,422)           

CASH FLOWS FROM INVESTMENT ACTIVITIES
Purchase of Assets (6,618)                

Net Cash Used for Investment Activities (6,618)                

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Notes Receivable Payments Received 137,533            
Notes Receivable Advances (86,736)             
Intergovernmental Revenues 219,385            
Federal and State Grant Receipts 445,318            
Charter School Capital Advances 1,939,367         
Charter School Capital Cost of Funding (90,122)             
Charter School Capital Remptions (1,937,967)        

Net Cash Provided By Noncapital Financing Activities 626,778            

Net Increase in Cash and Cash Equivalents 41,738               

Cash and Cash Equivalents - Beginning of the Year 26,876               
Cash and Cash Equivalents - Ending of the Year 68,614$            

See Accompanying Notes to the Basic Financial Statements

 
 
 
 
 
 

 
 
 
 
 

(Continued) 
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CLEVELAND COLLEGE PREPARATORY SCHOOL - CUYAHOGA COUNTY, OHIO  

 
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2018 
(Continued) 

 

Reconciliation of Operating Income to Net Cash Used For Operating Activities
Operating Income 394,560$          

Adjustments to Reconcile Operating Income to Net Cash Used For Operating Activities:

Depreciation 1,324                 

Changes in Assets, Liabil ities, and Deferred Inflows and Outflows:
(Increase)/Decrease in Receivables (80,857)             
(Increase)/ Decrease in Deferred Outflows 270,461            
Increase/ (Decrease) in Deferred Inflows 1,355,499         
Increase/ (Decrease) in Net Pension/OPEB Liabil ity (2,557,713)        
(Increase)/Decrease in Other Assets (22,633)             
Increase/(Decrease) in Accounts Payable, Trade 70,174               
Increase(Decrease) in Withholdings Payable (7,244)                
Increase/(Decrease) in Accrued Expenses (1,993)                

Net Cash Used For Operating Activities (578,422)$         

See Accompanying Notes to the Basic Financial Statements
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NOTE 1 - DESCRIPTION OF THE ENTITY 
 
The Cleveland College Preparatory School, (the School) is a nonprofit corporation established pursuant to 
Ohio Revised Code Chapters 3314 and 1702.  The School’s mission is to provide an orderly and supportive 
environment whereby students experience preparations for college, career and life. The School operates 
on a foundation, which fosters character building for all students, parents and staff members.  The School, 
which is part of the State’s education program, is independent of any school district and is nonsectarian 
in its programs, admission policies, employment practices, and all other operations.  The School may 
acquire facilities as needed and contract for any services necessary for the operation of the School. 
 
The School was approved for operation under a contract with Ohio Council of Community Schools 
(“OCCS”) (the Sponsor) for a five-year period commencing on July 1, 2015.  The Sponsor is responsible for 
evaluating the performance of the School and has the authority to deny renewal of the contract at its 
expiration or terminate the contract prior to its expiration.  
 
The School operates under the direction of a Board of Directors (the Board).  The Board is responsible for 
carrying out the provisions of the contract which include, but are not limited to, state mandated provisions 
regarding student populations, curriculum, academic goals, performance standards, admissions 
standards, and qualifications of teachers.  The Board controls the School’s instructional and administrative 
staff. The School contracts with ACCEL Schools of Ohio (management company, see note 15) to assist in the daily 
operations of the school. 
 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The basic financial statements of the School have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental nonprofit organizations.  The Governmental 
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental 
accounting and financial reporting principles. The more significant of the School’s accounting policies are 
described below. 
 
Basis of Presentation - The School’s basic financial statements consist of a Statement of Net Position, a 
Statement of Revenues, Expenses and Change in Net Position, and a Statement of Cash Flows. Enterprise 
fund reporting focuses on the determination of the changes Net Position, financial position and cash 
flows. 
 
The Government Accounting Standards Board identifies the presentation of all financial activity to be 
reported within one enterprise fund for year-ending reporting purposes.  Enterprise accounting is used to 
account for operations that are financed and operated in a manner similar to private business enterprise 
where the intent is that the cost (expense) of providing goods and services to the general public on a 
continuing basis be financed or recovered primarily through user charges. 

 
Measurement Focus and Basis of Accounting - The accounting and financial reporting treatment is 
determined by measurement focus. Enterprise accounting uses a flow of economic resources 
measurement focus. Under this measurement focus, all assets, all deferred outflows of resources, all 
liabilities, and all deferred inflows of resources are included on the Statement of Net Position. The 
Statement of Revenues, Expenses and Changes in Net Position presents increases (e.g., revenues) and 
decreases (e.g., expenses) in total Net Position. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Measurement Focus and Basis of Accounting (continued) 
 
Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported in 
the financial statements.  The accrual basis of accounting is used for reporting purposes.  Revenues are 
recognized when they are earned, and expenses are recognized when they are incurred.  

 
Budgetary Process - Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C).  However, unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter 5705, unless specifically provided in the contract between the School and its Sponsor. The 
contract between the School and its Sponsor does not require the School to follow the provisions Ohio 
Revised Code Chapter 5705; therefore, no budgetary information is presented in the basic financial 
statements. 

       
Cash and Cash Equivalents - Cash received by the School is reflected as “Cash and Cash Equivalents” on 
the Statement of Net Position.  The School did not have any investments during the period ended June 
30, 2018. 

      
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from these estimates. 
 
Capital Assets and Depreciation - Capital assets are capitalized at cost.  Donated capital assets are 
recorded at their acquisition values as of the date received.  The costs of additions are capitalized and 
expenditures for repairs and maintenance are expensed when incurred.  When property is sold or retired, 
the related costs and accumulated depreciation are removed from the financial records and any gain or 
loss is included in additions to or deductions from Net Position. The School’s capital asset value was $5,294 
as of June 30, 2018.  Depreciation of capital assets is calculated utilizing the straight-line method over the 
estimated useful lives of the assets which are as follows: 

  
Asset Class                              Useful Life 
Computers & Software                               3 years 

 Furniture, Fixtures, & Equipment                5 years 
       Textbooks      3 years       
 Leasehold Improvements    5 years 
 

The School’s policy for asset capitalization threshold is $5,000. Assets or certain asset groups not meeting 
the capitalization threshold are not capitalized and are not included in the assets represented in the 
accompany statement of Net Position. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Intergovernmental Revenues - The School currently participates in the State Foundation Program. 
Revenues received from this program are recognized as operating revenues in the accounting period in 
which all eligibility requirements have been met. 
 
Grants and entitlements are recognized as non-operating revenues in the accounting period in which 
eligibility requirements have been met. 
 
Eligibility requirements include timing requirements, which specify the year when the resources are 
required to be used or the fiscal year when use is first permitted, matching requirements, in which the 
School must provide local resources to be used for a specified purpose, and expenditure requirements, in 
which the resources are provided to the School on a reimbursement basis. 
 
The School also participates in various federal programs passed through the Ohio Department of 
Education. 
 
Also, during the fiscal year, the School received a pro-rata share of property tax distributions from the 
Cleveland Municipal School District (CMSD) as part of a partnership agreement executed between the 
School and CMSD. 

 
Under the above programs the School recorded $2,420,457 this fiscal year from the Foundation Program 
and Casino Tax Revenues, $499,404 from Federal, and $219,385 of CMSD property tax distributions. 
 
Compensated Absences - Vacation is taken in a manner which corresponds with the school calendar; 
therefore, the School does not accrue vacation time as a liability. 

 
Sick/personal leave benefits are earned by full-time employees at the rate of eight days per year and 
cannot be carried into the subsequent years.  No accrual for sick time is made since unused time is not 
paid to employees upon employment termination. 
 
Accrued Liabilities - Obligations incurred but unpaid at June 30 are reported as accrued liabilities in the 
accompanying financial statements.  These liabilities consisting of Accounts Payable, Accrued Expenses, , 
Withholdings Payable, and Advances Payable totaled $1,113,324 at June 30, 2018. 

 
Exchange and Non-Exchange Transactions - Revenue resulting from exchange transactions, in which each 
party gives and receives essentially equal value, is recorded on the accrual basis when the exchange takes 
place. Non-exchange transactions, in which the School receives value without directly giving equal value 
in return, include grants, entitlements and donations.  Revenue from grants, entitlements and donations 
is recognized in the fiscal year in which all eligibility requirements have been satisfied.  Eligibility 
requirements include timing requirements, which specify the year when the resources are required to be 
used or the fiscal year when use is first permitted, matching requirements, in which the School must 
provide local resources to be used for a specified purpose, and expenditures requirements, in which the 
resources are provided to the School on a reimbursement basis. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Deferred Inflows and Deferred Outflows of Resources - In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of resources represent a consumption of net position that applies to a future period and will not be 
recognized as an outflow of resources (expense/expenditure) until then.  For the School, deferred 
outflows of resources are reported on the statement of net position for pension and OPEB.  The deferred 
outflows of resources related to pension and OPEB plans are explained in Notes 10 and 11.  
  
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. For the School, deferred inflows of resources include 
pension and OPEB. These amounts are deferred and recognized as an inflow of resources in the period 
the amounts become available.  Deferred inflows of resources related to pension and OPEB plans are 
reported on the statement of net position. (See Notes 10 and 11)  
     
Net Position - Net position represents the difference between assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources. Net Position is reported as restricted when there are 
limitations imposed on their use through external restriction imposed by creditors, grantors, or laws and 
regulations of other governments.  The School applies restricted resources when an expense is incurred 
for purposes for which both restricted and unrestricted Net Position are available. Net Position invested 
in capital assets consist of capital assets, net of accumulated depreciation, reduced by the outstanding 
balances of any borrowings used for the acquisition, construction, or improvement of those assets. 
 
Pensions/Other Postemployment Benefits (OPEB) 
 
For purposes of measuring the net pension/OPEB liability, deferred outflows of resources and deferred 
inflows of resources related to pensions/OPEB, and pension/OPEB expense, information about the 
fiduciary net position of the pension/OPEB plans and additions to/deductions from their fiduciary net 
positon have been determined on the same basis as they are reported by the pension/OPEB plan.  For this 
purpose, benefit payments (including refunds of employee contributions) are recognized when due and 
payable in accordance with the benefit terms.  The pension/OPEB plans report investments at fair value. 
  
Operating and Non-Operating Revenues and Expenses - Operating revenues are those revenues that are 
generated directly from the primary activities of the School.  For the School, these revenues are primarily 
the State Foundation program.  Operating expenses are necessary costs incurred to provide the good or 
service that is the primary activity of the School.  All revenues and expenses not meeting this definition 
are reported as non-operating.   
 
Non-operating revenues are those revenues that are not generated directly from the primary activities of 
the School.  Various federal and state grants, interest earnings, if any, and other miscellaneous revenues 
comprise the non-operating revenues of the School.  Interest and fiscal charges on outstanding 
obligations, as well as gain or loss on capital asset disposals, if any comprise the non-operating expenses. 
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NOTE 3 - CASH AND CASH EQUIVALENTS  
 
The following information classifies deposits by category of risk as defined in GASB Statement No.3 
“Deposits with Financial Institutions, Investments (including Repurchase Agreements) and Reverse 
Repurchase Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk 
Disclosures”. 
 
The School maintains its cash balances at one financial institution, PNC Bank, located in Ohio. The balances 
are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account. 
At June 30, 2018, the book amount of the School’s deposits was $68,614 and the bank balance was 
$78,374.  
 
The School had no deposit policy for custodial risk beyond the requirement of state statute. Ohio law 
requires that deposits either be insured or be protected by eligible securities pledged to and deposited 
either with the School or a qualified trustee by the financial institution as security for repayment or by a 
collateral pool of eligible securities deposited with a qualified trustee to secure repayment of all public 
monies deposited in the financial institution whose market value shall be at least 105% of deposits being 
secured. At June 30, 2018, none of the bank balance was exposed to custodial credit risk. 
 
NOTE 4 - RECEIVABLES 
 
The School has Accounts receivables totaling $219,580 at June 30, 2018. These receivables represented 
monies due from other schools from past years. The School also had Intergovernmental receivables from 
other government agencies totaling $19,287 at June 30, 2018. These amounts are expected to be collected 
within one year. 
 
NOTE 5 – NOTES RECEIVABLES  
 
During the fiscal year ending 2016, the School converted amounts owed from other community schools 
managed by I CAN Schools into promissory notes. The first note is with Akron Preparatory School in the 
amount of $316,500. The note began on June 30, 2016 and matures on June 30, 2026. The annual interest 
rate is 3.5%. The second note is with Canton College Preparatory School in the amount of $252,500. The 
note began on June 30, 2016 and matures on June 30, 2026. The annual interest rate is 3.5%. The third 
note is with Ohio College Preparatory School in the amount of $464,500. The note began on June 30, 
2016 and matures on June 30, 2026. The annual interest rate is 3.5%. 

 

Balance Balance

06/30/17 Additions Reductions 06/30/18

 

Akron Preparatory School 300,851$      34,000$        (49,903)$     284,948$       52,078$      

Canton College Preparatory School 240,016        10,736          (45,630)       205,122         19,341       

Ohio College Preparatory School 464,500        42,000          (42,000)       464,500         122,737      

Total Notes Receivable 1,005,367$   86,736$        (137,533)$   954,570$       194,156$    

Due Within 

One Year
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NOTE 6 - CAPITAL ASSETS  
 
For the period ending June 30, 2018, the School’s capital assets consisted of the following: 

 
NOTE 7 - ADVANCES PAYABLE 
 
During the fiscal year ending 2018, the Academy received working capital advances from Charter School 
Capital through a receivables purchase agreement. As the Academy receives its monthly State funding, 
these advances are repaid, however, the Academy may elect to receive future advances from Charter 
School Capital by entering into additional agreements.  The total cost of funding for the year was $90,122. 
 
The total amount of advances payable at June 30, 2018 was $625,400.  The activity for the year is 
reflected as follows: 

 
 
 
 
 
 
 
 

Balance Balance

06/30/17 Additions Deletions 06/30/18

Capital Assets:

Computers & Software 308,580$      6,618$          -$               315,198$       

Furniture, Fixtures, and Equipment 2,509           -                  -                2,509            

Leasehold Improvements 88,844         -                  -                88,844           

Textbooks 66,509         -                  -                66,509           

Total Capital Assets 466,442        6,618           -                473,060         

Less Accumulated Depreciation:

Computers & Software (308,580)       (1,324)          -                (309,904)        

Furniture, Fixtures, and Equipment (88,844)        -                  -                (88,844)          

Leasehold Improvements (2,509)          -                  -                (2,509)           

Textbooks (66,509)        -                  -                (66,509)          

Total Accumulated Depreciation (466,442)       (1,324)          -                (467,766)        

Total Capital Assets, Net -$             5,294$          -$               5,294$           

Balance 
6/30/2017 Additions Reductions

Balance 
6/30/2018

Charter School Capital 624,000$           1,939,367$      (1,937,967)$    625,400$           
624,000$           1,939,367$       (1,937,967)$    625,400$           
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NOTE 8 - LONG-TERM OBLIGATIONS 
 
The changes in the School’s long-term obligations during fiscal year 2018 were as follows: 
 

 
NOTE 9 - RISK MANAGEMENT 

 
Property & Liability - The School is exposed to various risks of loss related to torts; theft of, damage to, 
and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  During the 
fiscal year ending June 30, 2018, the School contracted with Cincinnati Insurance Company for general 
liability insurance with a $1,000,000 each occurrence/ $2,000,000 annual aggregate, as well as, an 
umbrella policy with a $10,000,000 aggregate limit.  The School also had a $1,000,000 School Leaders 
policy in place through National Union Fire Insurance.  There were no settlements in excess of insurance 
coverage over the past 3 years, nor was there any significant reductions in insurance coverage from the 
prior year.  

 
Workers’ Compensation - The School pays the State Worker’s Compensation System a premium for 
employee injury coverage.  The premium is calculated by multiplying the monthly total gross payroll by a 
factor that is calculated by the State.  
 
Employee Medical and Dental Benefits - The School provides medical, vision, and dental insurance 
benefits through Anthem to all full-time employees. During the School year, the School paid 90% of the 
monthly premiums for all employees. 
 

Restated 

Balance 

6/30/2017 Additions Reductions

Balance 

6/30/2018

Post Employment Liability:

Net Pension Liability 4,938,093$   -$              2,235,512$   2,702,581$       

Net OPEB Liability 887,097        -               322,201       564,896           

Total Post Employment Liability 5,825,190     -                2,557,713     3,267,477         

Total Long-Term Obligations 5,825,190$   -$              2,557,713$   3,267,477$       
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NOTE 10 - DEFINED BENEFIT PENSIONS PLANS 
 
Net Pension Liability - The net pension liability reported on the Statement of Net Position represents a 
liability to employees for pensions. Pensions are a component of exchange transactions-–between an 
employer and its employees—of salaries and benefits for employee services.  Pensions are provided to an 
employee—on a deferred-payment basis—as part of the total compensation package offered by an 
employer for employee services each financial period.  The obligation to sacrifice resources for pensions 
is a present obligation because it was created as a result of employment exchanges that already have 
occurred. 
 
The net pension liability represents the School’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   
 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which pensions are financed; however, the School 
does receive the benefit of employees’ services in exchange for compensation including pension.  
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State legislature.  Any resulting legislative change to benefits or funding could 
significantly affect the net pension liability.   Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability 
on the accrual basis of accounting.  Any liability for the contractually-required pension contribution 
outstanding at the end of the year is included in withholdings payable on the accrual basis of accounting.   
 
Plan Description - School Employees Retirement System (SERS) 
 
Plan Description – School non-teaching employees participate in SERS, a cost-sharing, multiple-employer 
defined benefit pension plan administered by SERS.  SERS provides retirement, disability, and survivor 
benefits, annual cost-of-living adjustments, and death benefits to plan members and beneficiaries.   
 
Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  SERS issues a 
publicly available, stand-alone financial report that includes financial statements, required supplementary 
information, and detailed information about SERS’ fiduciary net position.  That report can be obtained by 
visiting the SERS website at www.ohsers.org under Employers/Audit Resources.  
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NOTE 10 - DEFINED BENEFIT PENSIONS PLANS – (continued) 
 
Age and service requirements for retirement are as follows: 
 

Eligible to Eligible to
Retire on or before Retire on or after
August 1, 2017 * August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 65 with 5 years of service credit Age 57 with 30 years of service credit

Actuarially Reduced Benefits Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Age 55 with 25 years of service credit Age 60 with 25 years of service credit

* Members with 25 years of service credit as of August 1, 2017, will be included in this plan.  
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on years of service; 2.2 percent for the first thirty years of service and 2.5 percent for years 
of service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
When a benefit recipient has received benefits for 12 months, an annual COLA is provided. This COLA is 
calculated on the base retirement benefit at the date of retirement and is not compounded. For those 
retiring prior to January 7, 2013, the COLA will continue to be a three percent simple annual COLA. For 
those retiring after January 7, 2013, beginning in calendar year 2019, the COLA will be based on the 
average percentage increase in the Consumer Price Index, capped at three percent. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the School is required to contribute 14 percent of annual covered payroll. The contribution requirements 
of plan members and employers are established and may be amended by the SERS’ Retirement Board up 
to statutory maximum amounts of 10 percent for plan members and 14 percent for employers.  The 
Retirement Board, acting with the advice of the actuary, allocates the employer contribution rate among 
four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care 
Fund).  For the fiscal year ended June 30, 2018, the allocation to pension, death benefits, and Medicare B 
was 14.00 percent. SERS allocated 0.5 percent of employer contributions to the Health Care Fund for fiscal 
year 2018 
 
The School’s contractually required contribution to SERS was $26,446 for fiscal year 2018.    
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing, multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information, and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org. 
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NOTE 10 - DEFINED BENEFIT PENSIONS PLANS – (continued) 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan, and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 
3307.  The DB plan offers an annual retirement allowance based on final average salary multiplied by a 
percentage that varies based on years of service.  Effective August 1, 2015, the calculation will be 2.2 
percent of final average salary for the five highest years of earnings multiplied by all years of service. 
Members are eligible to retire at age 60 with five years of qualifying service credit, or age 55 with 26 years 
of service, or 31 years of service regardless of age.  Age and service requirements for retirement will 
increase effective August 1, 2015, and will continue to increase periodically until they reach age 60 with 
35 years of service or age 65 with five years of service on August 1, 2026. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination 
of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan.  In the Combined Plan, 12.0 of 
the 14.0 percent member rates goes to the DC Plan and the remaining 2.0 percent goes to the DB plan. 
Member contributions to the DC plan are allocated among investment choices by the member, and 
contributions to the DB plan from the employer and the member are used to fund the defined benefit 
payment at a reduced level from the regular DB Plan.  The defined benefit portion of the Combined Plan 
payment is payable to a member on or after age 60 with five years of services.  The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity 
after termination of employment at age 50 or later.  
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another STRS plan.  The optional annuitization of a member’s defined contribution account or the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of investment gain or loss on the account.  STRS has therefore included all three plan 
options in the GASB 68 schedules of employer allocation and pension amounts by employer.  
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit that apply for disability benefits.  Members in the DC Plan who 
become disabled are entitled only to their account balance.  If a member of the DC Plan dies before 
retirement benefits begin, the member’s designated beneficiary is entitled to receive the member’s 
account balance.  
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NOTE 10 - DEFINED BENEFIT PENSIONS PLANS – (continued) 
 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2018, plan members were required to contribute 14 percent of their annual covered salary. The School 
was required to contribute 14 percent; the entire 14 percent was the portion used to fund pension 
obligations. The fiscal year 2018 contribution rates were equal to the statutory maximum rates.  
 
The School’s contractually required contributions to STRS was $189,746 for fiscal year 2018.  
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions  

The net pension liability was measured as of June 30, 2017, and the total pension liability used to calculate 
the net pension liability was determined by an actuarial valuation as of that date. The School’s proportion 
of the net pension liability was based on the School’s share of contributions to the pension plan relative 
to the contributions of all participating entities.   
 
Following is information related to the proportionate share and pension expense: 
 

 
 

Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, changes in assumptions and changes in the Academy’s proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods.  
 
The difference between projected and actual investment earnings is recognized in pension expense using 
a straight line method over a five year period beginning in the current year.  Deferred outflows and 
deferred inflows resulting from changes in sources other than differences between projected and actual 
investment earnings are amortized over the average expected remaining service lives of all members 
(both active and inactive) using the straight line method. Employer contributions to the pension plan 
subsequent to the measurement date are also required to be reported as a deferred outflow of resources. 

SERS STRS Total

Proportion of the Net Pension Liability

  Prior Measurement Date 0.00319815% 0.01382319%

Proportion of the Net Pension Liability

  Current Measurement Date 0.00790027% 0.00938976%

Change in Proportionate Share 0.00470212% -0.00443343%

Proportionate Share of the Net Pension

  Liability 472,024$             2,230,557$             2,702,581$          

Pension Expense 14,310                 (610,798)                 (596,488)              
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NOTE 10 - DEFINED BENEFIT PENSIONS PLANS – (continued 
 
At June 30, 2018, the School reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  
 

 

SERS STRS Total

Deferred Outflows of Resources
Differences between expected and

  actual experience 20,316$               86,134$                  106,450$             

Changes of assumptions 24,409                 487,847                  512,256               

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 213,497               1,214,433               1,427,930            

School contributions subsequent to the 

  measurement date 26,446                 189,746                  216,192               

Total Deferred Outflows of Resources 284,668$             1,978,160$             2,262,828$          

Deferred Inflows of Resources
Differences between expected and

  actual experience 0$                        17,978$                  17,978$               

Net difference between projected and

  actual earnings on pension plan investments 2,240                   73,613                    75,853                 

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 82,209                 1,041,701               1,123,910            

Total Deferred Inflows of Resources 84,449$               1,133,292$             1,217,741$          
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NOTE 10 - DEFINED BENEFIT PENSIONS PLANS – (continued 
 
$216,192 reported as deferred outflows of resources related to pension resulting from School 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the year ending June 30, 2019.  Other amounts reported as deferred outflows of resources and 
deferred inflows of resources related to pension will be recognized in pension expense as follows:  
 

 
 
Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment termination).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point.  The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant.  In many cases actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 

SERS STRS Total

Fiscal Year Ending June 30:

2019 50,326$               350,857$              401,183$             

2020 70,010                 335,021                405,031               

2021 64,440                 190,701                255,141               

2022 (11,003)                (221,457)               (232,460)              

Total 173,773$             655,122$              828,895$             
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NOTE 10 - DEFINED BENEFIT PENSIONS PLANS – (continued 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2017, are presented below: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
COLA  or Ad Hoc COLA 2.5 percent
Investment Rate of Return 7.50 percent net of investments expense, including inflation
Actuarial Cost Method Entry Age Normal

 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection and a five year age set-back for both males and females.  Mortality among 
service retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection with Scale BB, 120 percent of male rates and 110 percent of female rates.  
Mortality among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 percent 
for male rates and 100 percent for female rates, set back five years is used for the period after disability 
retirement.  
 
The actuarial assumptions used in the June 30, 2017 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, payroll 
growth assumption and assumed real wage growth were reduced in the most recent actuarial valuation.  
The rates of withdrawal, retirement and disability updated to reflect recent experience and mortality rates 
were also updated. 
 
The long-term return expectation for the Pension Plan Investments has been determined using a building-
block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  A 
forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating a weighted averaged of the expected 
real return premiums for each asset class, adding the projected inflation rate, and adding the expected 
return from rebalancing uncorrelated asset classes. The target allocation and best estimates of arithmetic 
real rates of return for each major asset class are summarized in the following table: 
 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
International Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Stratagies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return 
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NOTE 10 - DEFINED BENEFIT PENSIONS PLANS – (continued 
 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute.  Projected inflows from investment earning were calculated using the long-term assumed 
investment rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of projected 
benefits to determine the total pension liability.   
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the net pension liability calculated using the discount rate of 7.50 percent, as 
well as what each plan’s net pension liability would be if it were calculated using a discount rate that is 
one percentage point lower (6.50 percent), or one percentage point higher (8.50 percent) than the current 
rate.  

 
 
Actuarial Assumptions – STRS  
 

The total pension liability in the June 30, 2017, actuarial valuation was determined using the following 
actuarial assumptions, applied to all periods included in the measurement:  
 

 
 
Post-retirement mortality rates for healthy retirees are based on the RP-2014 Annuitant Mortality Table 
with 50% of rates through age 69, 70% of rates between ages 70 and 79, 90% of rates between ages 80 
and 84, and 100% of rates thereafter, projected forward generationally using mortality improvement scale 
MP-2016.  Post-retirement disabled mortality rates are based on the RP-2014 Disabled Mortality Table 
with 90% of rates for males and 100% of rates for females, projected forward generationally using 
mortality improvement scale MP-2016.  Pre-retirement mortality rates are based on RP-2014 Employee 
Mortality Table, projected forward generationally using mortality improvement scale MP-2016.Actuarial 
assumptions used in the July 1, 2017, valuation are based on the results of an actuarial experience study, 
for the period July 1, 2011 through June 30, 2016.  

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

School's proportionate share

  of the net pension liability $655,047 $472,024 $318,705
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NOTE 10 - DEFINED BENEFIT PENSIONS PLANS – (continued 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
 
 

 
 
 
 
 
  

*The target allocation percentage is effective as of July 1, 2017. Target weights will be phased in over a 
24-month period concluding on July 1, 2019. 
 
** 10-Year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25% and does not include investment expenses. Over a 30-year period, STRS Ohio’s investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management.  
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2017. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate increases 
described above. For this purpose, only employer contributions that are intended to fund benefits of 
current plan members and their beneficiaries are included.   
 
Based on those assumptions, STRS’ fiduciary net position was projected to be available to make all 
projected future benefit payments to current plan members as of June 30, 2017.  Therefore, the long-
term expected rate of return on pension plan investments of 7.45 percent was applied to all periods of 
projected benefit payment to determine the total pension liability as of June 30, 2017. 
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the School’s proportionate share of the net pension liability calculated 
using the current period discount rate assumption of 7.45 percent, as well as what the School’s 
proportionate share of the net pension liability would be if it were calculated using a discount rate that is 
one-percentage-point lower (6.45 percent) or one-percentage-point higher (8.45 percent) than the 
current rate:  

Target
Asset Class Allocation *

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 % 7.61 %

Long-Term Expected
Real Rate of Return **
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NOTE 10 - DEFINED BENEFIT PENSIONS PLANS – (continued 
 

 
 
Benefit Term Changes Since the Prior Measurement Date 
Effective July 1, 2017, the COLA was reduced to zero.  
 
NOTE 11 - POSTEMPLOYMENT BENEFITS 
 
Net OPEB Liability 

 
The net OPEB liability reported on the statement of net position represents a liability to employees for 
OPEB. OPEB is a component of exchange transactions-–between an employer and its employees—of 
salaries and benefits for employee services.  OPEB are provided to an employee—on a deferred-payment 
basis—as part of the total compensation package offered by an employer for employee services each 
financial period.  The obligation to sacrifice resources for OPEB is a present obligation because it was 
created as a result of employment exchanges that already have occurred. 

 
The net OPEB liability represents the School’s proportionate share of each OPEB plan’s collective actuarial 
present value of projected benefit payments attributable to past periods of service, net of each OPEB 
plan’s fiduciary net position.  The net OPEB liability calculation is dependent on critical long-term variables, 
including estimated average life expectancies, earnings on investments, cost of living adjustments and 
others.  While these estimates use the best information available, unknowable future events require 
adjusting these estimates annually.   

 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which OPEB are financed; however, the School does 
receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the liability is solely the obligation of the employer, because they benefit from employee 
services.  OPEB contributions come from these employers and health care plan enrollees which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
to benefits or funding could significantly affect the net OPEB liability. Resulting adjustments to the net 
OPEB liability would be effective when the changes are legally enforceable. The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB liability 
on the accrual basis of accounting.  Any liability for the contractually-required OPEB contribution 
outstanding at the end of the year is included in withholdings payable on the accrual basis of accounting.   
 

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

School's proportionate share

  of the net pension liability $3,197,429 $2,230,557 $1,416,114
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NOTE 11 - POSTEMPLOYMENT BENEFITS – (continued) 
 
Plan Description - School Employees Retirement System (SERS) 
 
Health Care Plan Description - The School contributes to the SERS Health Care Fund, administered by SERS 
for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a cost-
sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare benefits 
to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the death of a member or retiree, are eligible for SERS’ health care coverage. Most retirees and 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self-insured preferred provider 
organization for its non-Medicare retiree population. For both groups, SERS offers a self-insured 
prescription drug program. Health care is a benefit that is permitted, not mandated, by statute.  The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the 
plan selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required pensions and benefits, the 
Retirement Board may allocate the remainder of the employer contribution of 14 percent of covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2018, .5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro-rated if 
less than a full year of service credit was earned. For fiscal year 2018, this amount was $23,700. Statutes 
provide that no employer shall pay a health care surcharge greater than 2 percent of that employer’s 
SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the total statewide 
SERS-covered payroll for the health care surcharge.  For fiscal year 2018, the School’s surcharge obligation 
was $1,044  
 
The surcharge added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The School’s contractually required contribution to SERS was 
$2,023 for fiscal year 2018.     
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NOTE 11 - POSTEMPLOYMENT BENEFITS – (continued) 
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part 
B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the 
report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed 
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees, for the most recent year, pay a portion of the health care costs in the form of a monthly 
premium.  Under Ohio law, funding for post-employment health care may be deducted from employer 
contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2018, STRS did 
not allocate any employer contributions to post-employment health care.   
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB  
 
The net OPEB liability was measured as of June 30, 2017, and the total OPEB liability used to calculate the 
net OPEB liability was determined by an actuarial valuation as of that date. The School's proportion of the 
net OPEB liability was based on the School's share of contributions to the respective retirement systems 
relative to the contributions of all participating entities.  Following is information related to the 
proportionate share and OPEB expense: 

 

 

SERS STRS Total

Proportion of the Net OPEB Liability

  Prior Measurement Date 0.00518632% 0.01382319%

Proportion of the Net OPEB Liability

  Current Measurement Date 0.00739799% 0.00938976%

Change in Proportionate Share 0.00221167% -0.00443343%

Proportionate Share of the Net OPEB

  Liability 198,543$             366,353$             564,896$             

Pension Expense 28,614                 (145,664)              (117,050)              
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NOTE 11 - POSTEMPLOYMENT BENEFITS – (continued) 
 
At June 30, 2018, the School reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  
 

 
$2,023 reported as deferred outflows of resources related to OPEB resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending June 30, 2019.   

SERS STRS Total

Deferred Outflows of Resources
Differences between expected and

  actual experience 0$                        21,148$               21,148$               

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 46,275                 0                          46,275                 

School contributions subsequent to the 

  measurement date 2,023                   0                          2,023                   

Total Deferred Outflows of Resources 48,298$               21,148$               69,446$               

Deferred Inflows of Resources
Changes of assumptions 18,841                 29,511                 48,352                 

Net difference between projected and

  actual earnings on pension plan investments 524                      15,659                 16,183                 

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 0                          203,229               203,229               

Total Deferred Inflows of Resources 19,365$               248,399$             267,764$             
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NOTE 11 - POSTEMPLOYMENT BENEFITS – (continued) 
 
Other amounts reported as deferred outflows of resources and deferred inflows of resources related to 
OPEB will be recognized in OPEB expense as follows:  
 

 
Actuarial Assumptions - SERS 
 
The total OPEB liability is determined by SERS’ actuaries in accordance with GASB Statement No. 74, as 
part of their annual actuarial valuation for each retirement plan. Actuarial valuations of an ongoing plan 
involve estimates of the value of reported amounts (e.g., salaries, credited service) and assumptions about 
the probability of occurrence of events far into the future (e.g., mortality, disabilities, retirements, 
employment terminations). Actuarially determined amounts are subject to continual review and potential 
modifications, as actual results are compared with past expectations and new estimates are made about 
the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point. The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 

SERS STRS Total

Fiscal Year Ending June 30:

2019 9,809$                 (39,181)$               (29,372)$                

2020 9,809                   (39,181)                 (29,372)                  

2021 7,423                   (39,181)                 (31,758)                  

2022 (131)                     (39,180)                 (39,311)                  

2023 0                          (35,266)                 (35,266)                  

Thereafter 0                          (35,262)                 (35,262)                  

Total 26,910$               (227,251)$             (200,341)$              
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NOTE 11 - POSTEMPLOYMENT BENEFITS – (continued) 
 
Key methods and assumptions used in calculating the total OPEB liability in the latest actuarial valuation 
date of June 30, 2017, are presented below: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investments

expense, including inflation
Municipal Bond Index Rate:
    Measurement Date 3.56 percent
    Prior Measurement Date 2.92 percent
Single Equivalent Interest Rate, net of plan investment expense,
 including price inflation
    Measurement Date 3.63 percent
    Prior Measurement Date 2.98 percent
Medical Trend Assumption
    Medicare 5.50 to 5.00 percent
    Pre-Medicare 7.50 to 5.00 percent  

 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The most recent experience study was completed for the five year period ended June 30, 2015.   
 
The long-term expected rate of return on plan assets is reviewed as part of the actuarial five-year 
experience study. The most recent study covers fiscal years 2010 through 2015, and was adopted by the 
Board on April 21, 2016. Several factors are considered in evaluating the long-term rate of return 
assumption including long-term historical data, estimates inherent in current market data, and a log-
normal distribution analysis in which best-estimate ranges of expected future real rates of return were 
developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long-term expected rate of return, 7.50 percent, by weighting the expected future real rates 
of return by the target asset allocation percentage and then adding expected inflation. The capital market 
assumptions developed by the investment consultant are intended for use over a 10-year horizon and 
may not be useful in setting the long-term rate of return for funding pension plans which covers a longer 
timeframe. The assumption is intended to be a long-term assumption and is not expected to change 
absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental 
change in the market that alters expected returns in future years. 
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NOTE 11 - POSTEMPLOYMENT BENEFITS – (continued) 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 
as used in the June 30, 2015 five-year experience study, are summarized as follows: 
 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return

 
 

Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2017 was 3.63 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2017 was 2.98 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be made 
from members and the System at the state statute contribution rate of 2.00 percent of projected covered 
employee payroll each year, which includes a 1.50 percent payroll surcharge and 0.50 percent of 
contributions from the basic benefits plan. Based on these assumptions, the OPEB plan’s fiduciary net 
position was projected to become insufficient to make future benefit payments during the fiscal year 
ending June 30, 2025. Therefore, the long-term expected rate of return on OPEB plan assets was used to 
present value the projected benefit payments through the fiscal year ending June 30, 2024 and the Fidelity 
General Obligation 20-year Municipal Bond Index rate of 3.56 percent, as of June 30, 2017 (i.e. municipal 
bond rate), was used to present value the projected benefit payments for the remaining years in the 
projection. The total present value of projected benefit payments from all years was then used to 
determine the single rate of return that was used as the discount rate. The projection of future benefit 
payments for all current plan members was until the benefit payments ran out. 
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NOTE 11 - POSTEMPLOYMENT BENEFITS – (continued) 
 
Sensitivity of the School's Proportionate Share of the Net OPEB Liability to Changes in the Discount Rate 
and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in the 
discount rate and the health care cost trend rate. The following table presents the net OPEB liability of 
SERS, what SERS' net OPEB liability would be if it were calculated using a discount rate that is 1 percentage 
point lower (2.63%) and higher (4.63%) than the current discount rate (3.63%). Also shown is what SERS' 
net OPEB liability would be based on health care cost trend rates that are 1 percentage point lower (6.5% 
decreasing to 4.0%) and higher (8.5% decreasing to 6.0%) than the current rate. 
  

 
 

 
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2017, actuarial valuation are presented below:   

 
Inflation 2.50 percent
Projected salary increases 12.50 percent at age 20 to 

 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment

 expenses, including inflation
Payroll Increases 3 percent
Cost-of-Living Adjustments 0.0 percent, effective July 1, 2017
  (COLA)
Blended Discount Rate of Return 4.13 percent
Health Care Cost Trends 6 to 11 percent initial, 4.5 percent ultimate  

 
Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 

Current

1% Decrease Discount Rate 1% Increase

(2.63%) (3.63%) (4.63%)

School's proportionate share

  of the net OPEB liability $239,766 $198,543 $165,884

Current

1% Decrease Trend Rate 1% Increase

(6.5 % decreasing (7.5 % decreasing (8.5 % decreasing

to 4.0%) to 5.0%) to 6.0%)

School's proportionate share

  of the net OPEB liability $161,103 $198,543 $248,095
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NOTE 11 - POSTEMPLOYMENT BENEFITS – (continued) 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between 
ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality 
improvement scale MP-2016. For disabled retirees, mortality rates are based on the RP-2014 Disabled 
Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected forward 
generationally using mortality improvement scale MP-2016. 
 
Actuarial assumptions used in the June 30, 2017, valuation are based on the results of an actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 
Since the prior measurement date, the discount rate was increased from 3.26 percent to 4.13 percent 
based on the methodology defined under GASB Statement No. 74, Financial Reporting for 
Postemployment Benefit Plans Other Than Pension Plans (OPEB) and the long term expected rate of return 
was reduced from 7.75 percent to 7.45 percent. Valuation year per capita health care costs were updated, 
and the salary scale was modified. The percentage of future retirees electing each option was updated 
based on current data and the percentage of future disabled retirees and terminated vested participants 
electing health coverage were decreased. The assumed mortality, disability, retirement, withdrawal and 
future health care cost trend rates were modified along with the portion of rebated prescription drug 
costs. 
 
Also since the prior measurement date, the subsidy multiplier for non-Medicare benefit recipients was 
reduced from 2.1 percent to 1.9 percent per year of service. Medicare Part B premium reimbursements 
were discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 2019.  Subsequent to the current measurement 
date, the date for discontinuing remaining Medicare Part B premium reimbursements was extended to 
January 2020. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
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NOTE 11 - POSTEMPLOYMENT BENEFITS – (continued) 
 
 

Target
Asset Class Allocation

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

* 10 year annualized geometric nominal returns, which  include the 
real rate of return and inflation of 2.25 percent and does not include 
investment expenses.  Over a 30-year period, STRS' investment
consultant indicates that the above target allocations should
generate a return above the actual rate of return, without net
value added by management.

Long-Term Expected
Rate of Return *

 
 

Discount Rate The discount rate used to measure the total OPEB liability was 4.13 percent as of June 30, 
2017. The projection of cash flows used to determine the discount rate assumes STRS Ohio continues to 
allocate no employer contributions to the health care fund. Based on these assumptions, the OPEB plan’s 
fiduciary net position was not projected to be sufficient to make all projected future benefit payments of 
current plan members. The OPEB plan’s fiduciary net position was projected to become insufficient to 
make future benefit payments during the fiscal year ending June 30, 2037.  Therefore, the long-term 
expected rate of return on OPEB plan assets was used to determine the present value of the projected 
benefit payments through the fiscal year ending June 30, 2036 and the Bond Buyer 20-year municipal 
bond rate of 3.58 percent as of June 30, 2017 (i.e. municipal bond rate), was used to determine the present 
value of the projected benefit payments for the remaining years in the projection.  The total present value 
of projected benefit payments from all years was then used to determine the single rate of return that 
was used as the discount rate. The blended discount rate of 4.13 percent, which represents the long-term 
expected rate of return of 7.45 percent for the funded benefit payments and the Bond Buyer 20-year 
municipal bond rate of 3.58 percent for the unfunded benefit payments, was used to measure the total 
OPEB liability as of June 30, 2017.  A blended discount rate of 3.26 percent which represents the long term 
expected rate of return of 7.75 percent for the funded benefit payments and the Bond Buyer 20-year 
municipal bond rate of 2.85 percent for the unfunded benefit payments was used to measure the total 
OPEB liability at June 30, 2016. 
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NOTE 11 - POSTEMPLOYMENT BENEFITS – (continued) 
 
Sensitivity of the School’s Proportionate Share of the Net OPEB Liability to Changes in the Discount and 
Health Care Cost Trend Rate The following table represents the net OPEB liability as of June 30, 2017, 
calculated using the current period discount rate assumption of 4.13 percent, as well as what the net 
OPEB liability would be if it were calculated using a discount rate that is one percentage point lower (3.13 
percent) or one percentage point higher (5.13 percent) than the current assumption. Also shown is the 
net OPEB liability as if it were calculated using health care cost trend rates that are one percentage point 
lower or one percentage point higher than the current health care cost trend rates. 
 

 
 
 

 
 
 
NOTE 12 - CONTINGENCIES  

 
Grant - The School received financial assistance from federal and state agencies in the form of grants.  
Amounts received from grantor agencies are subject to audit and adjustment by the grantor.  Any 
disallowed costs may require refunding to the grantor.  Amounts which may be disallowed, if any, are not 
presently determinable.  However, in the opinion of the School, any such adjustments will not have a 
material adverse effect on the financial position of the School.  
 
Litigation - There are currently no matters in litigation with the School as defendant. 
 
Full-time Equivalency - School foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  

Current

1% Decrease Discount Rate 1% Increase

(3.13%) (4.13%) (5.13%)

School's proportionate share

  of the net OPEB liability $491,824 $366,353 $267,191

Current

1% Decrease Trend Rate 1% Increase

School's proportionate share

  of the net OPEB liability $254,527 $366,353 $513,531
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NOTE 12 - CONTINGENCIES (continued) 
 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE did not perform such a review on the School for fiscal year 2018.  
 
As of the date of this report, additional ODE adjustments for fiscal year 2018 are not finalized.  As a result, 
the impact of future FTE adjustments on the fiscal year 2018 financial statements is not determinable, at 
this time. Management believes this may result in either an additional receivable to, or a liability of, the 
Academy. 
 
In addition, the School’s contract with their Sponsor and Management Company require payment based 
on revenues received from the State.  As discussed above, additional FTE adjustments for fiscal year 2018 
are not finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 2018 financial 
statements, related to additional reconciliation necessary with these contracts, is not fully determinable.  
Management believes this may result in either an additional receivable to, or liability of, the School.  
 
NOTE 13 - SPONSOR CONTRACT 
 
The School contracted with Ohio Council of Community Schools as its sponsor and oversight services as 
required by law.  Sponsorship fees are calculated as a 2.25 percent of state funds received by the School 
from the State of Ohio. For the fiscal year ended June 30, 2018, the total sponsorship fees paid totaled 
$60,934.  
 
NOTE 14 - PURCHASED SERVICES 

 
For the period of July 1, 2017 through June 30, 2018, the School made the following purchased services 
commitments. 
 
 

Purchased Services Amount

Professional Services 747,984$         

Property Services 243,449

   Utilities 36,135

Travel & Meetings 2,828

Communications 33,352

Contractual Trade 176,490

Pupil Transportation 203,756

Total 1,443,994$      
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NOTE 15 - MANAGEMENT COMPANY and MANAGEMENT COMPANY EXPENSES 
 

For fiscal year 2018 the School entered into an agreement with Accel Schools Ohio, LLC to provide 
management support services. The agreement is for a period beginning May 1, 2017 and ending on June 
30, 2027. Management fees are calculated as 18% of the total revenues received from the State of Ohio. 
The total amount due from the School for the fiscal year ending June 30, 2018, was $534,191 and is 
included under “Purchased Services” on the Statements of Revenues, Expenses, and Changes in Net 
Position.   
 
Also, per the management agreement there are expenses that will be billed to the School based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of employees working in at 
the School and other costs related to providing education and administrative services. The total amount 
billed during fiscal year 2018 was $1,092,246. 
 
For the periods ended June 30, 2018, Accel Schools Ohio, LLC, incurred the following expenses on behalf 
of the School: 
 

 
 

Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro-rated based on 
full time equivalent (FTE) head count as of June 30, 2018 by each school it manages.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Cleveland College Preparatory

Regular 
Instruction

(1100 Function 
Codes)

Special 
Instruction

(1200 Function 
Codes)

Support 
Services

(2000 Function 
Codes)

Non-Instructional 
(3000 through 
7000 Function 

Codes)

Total

Direct Expenses: 
Professional & Technical Services (410 Object Codes) -$                -$                557,951$        -$                     557,951$    
Property Services (420 Object Codes) -                  -                  84                   -                       84               
Supplies (500 Object Codes) 3,343              -                  20,709            -                       24,052        
Other Direct Costs (All Other Object Codes) -                  -                  23,691            -                       23,691        
Indirect Expenses: 
Overhead -                  -                  266,607          -                       266,607      
  
Total Expenses 3,343$            -$                869,042$        -$                     872,385$    
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NOTE 16 - LEASE OBLIGATIONS 
  

On April 29, 2010, the School renewed the operating lease with the Roman Catholic Diocese of Cleveland 
for space located at St. John Nepomucene Parish commencing on July 1, 2010.  The term of the lease is 
for a period of five years which renewed another 5 years.  Base rent expense for the fiscal year ended 
2018 was $165,628 and each year on the anniversary of the lease the rent shall automatically increase 3% 
of the current rental amount. Future lease obligations are as follows: 

 
FY2019      175,829  

FY2020      181,104  

Total $    356,933  

 
 
NOTE 17 – IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES  
 
For the fiscal year ended June 30, 2018, the School has implemented Governmental Accounting Standards 
Board (GASB) Statement No. 75, Accounting and Financial reporting for Postemployment Benefits other 
than Pensions, GASB Statement No. 81, Irrevocable Split-Interest Agreements, GASB Statement No. 85, 
Omnibus 2017 and GASB Statement No. 86, Certain Debt Extinguishments. 
 
GASB Statement No. 75 requires recognition of the entire net postemployment benefits other than 
pensions (other postemployment benefits or OPEB) liability and a more comprehensive measure of 
postemployment benefits expense for OPEB provided to the employees of state and local governmental 
employers through OPEB plans that are administered through trusts or equivalent arrangements. The 
implementation of GASB Statement No. 75 resulted in the inclusion of net OPEB liability and OPEB expense 
components on the accrual financial statements.  See Note 18 for the effect on net position as previously 
reported.  
 
GASB Statement No. 81 requires that a government that receives resources pursuant to an irrevocable 
split-interest agreement recognize assets, liabilities, and deferred inflows of resources at the inception of 
the agreement. Furthermore, it requires that a government recognize assets representing its beneficial 
interests in irrevocable split-interest agreements that are administered by a third party, if the government 
controls the present service capacity of the beneficial interests. This Statement also requires that a 
government recognize revenue when the resources become applicable to the reporting period.  The 
implementation of GASB Statement No. 81 did not have an effect on the financial statements of the 
School. 
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NOTE 17 – IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES (continued) 
 
GASB Statement No. 85 addresses a variety of topics including issues related to blending component units, 
goodwill, fair value measurement and application, and postemployment benefits. These changes were 
incorporated in the School’s fiscal year 2018 financial statements; however, there was no effect on 
beginning net position.  
 
GASB Statement No. 86 addresses the reporting and disclosure requirements of certain debt 
extinguishments including in-substance defeasance transactions and prepaid insurance associated with 
debt that is extinguished. The implementation of GASB Statement No. 86 did not have an effect on the 
financial statements of the School. 

 
NOTE 18 – RESTATEMENT OF NET POSITION 
 
GASB 75 established standards for measuring and recognizing Post-Employment Benefit Liabilities (OPEB), 
deferred outflows of resources, deferred inflows of resources and expense/expenditure.  In addition 
during the current year there was an error discovered in the calculation to allocate the management 
companies’ share of the Net Pension Liability to member schools.  The implementation of this 
pronouncement and the correction of the error had the following effect on net position as reported June 
30, 2017. 
 

Net Position June 30, 2017 (2,930,585)$    

Adjustments:
Net OPEB liability (887,097)          
Deferred Outflow - Payments Subsequent to Measurement Date 4,810               
Net Pension Liability 546,682           

Restated Net Position June 30, 2017 (3,266,190)$    

 
Other than employer contributions subsequent to the measurement date, the School made no 
restatement for deferred inflows/outflows of resources as the information needed to generate these 
restatements was not available. 
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2018 2017 2016 2015 2014
School's Proportion of the Net Pension

Liability 0.00790027% 0.00319815% 0.0061551% 0.005684% 0.005684%

School's Proportionate Share of the Net
Pension Liability 472,024$        234,074$        351,215$        287,640$        337,981$        

School's Covered Payroll 232,114$        55,007$          35,425$          33,658$          39,408$          

School's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 203.36% 425.53% 991.44% 854.60% 857.66%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 69.50% 62.98% 69.16% 71.70% 65.52%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net Pension Liability

School Employees Retirement System of Ohio
Last Five Fiscal Years (1)
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Restated
2018 2017 2016 2015 2014

School's Proportion of the Net Pension
Liability 0.00938976% 0.01382319% 0.01030593% 0.00879655% 0.00879655%

School's Proportionate Share of the Net
Pension Liability 2,230,557$        4,704,019$        2,848,257$        2,139,626$        2,548,708$        

School's Covered Payroll 1,031,129$        1,771,500$        1,532,471$        1,107,408$        902,931$          

School's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 216.32% 265.54% 185.86% 193.21% 282.27%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 75.30% 66.80% 72.10% 74.70% 69.30%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net Pension Liability

State Teachers Retirement System of Ohio
Last Five Fiscal Years (1)
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See accompanying notes to the required supplementary information 
 

2018 2017 2016 2015 2014 2013 2012 2011

Contractually Required Contribution 26,446$          32,496$          7,701$            4,669$            4,665$            5,454$            6,046$            11,658$          

Contributions in Relation to the 
Contractually Required Contribution (26,446)           (32,496)           (7,701)            (4,669)            (4,665)            (5,454)            (6,046)            (11,658)           

Contribution Deficiency (Excess) 0$                  0$                  0$                  0$                  0$                  0$                  0$                  0$                  

School Covered Payroll 195,896$        232,114$        55,007$          35,425$          33,658$          39,408$          44,952$          92,745$          

Contributions as a Percentage of
Covered Payroll 13.50% 14.00% 14.00% 13.18% 13.86% 13.84% 13.45% 12.57%

(1) Information prior to 2011 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

Required Supplementary Information
Schedule of School Contributions - Pension

School Employees Retirement System of Ohio
Last Eight Fiscal Years 
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See accompanying notes to the required supplementary information 

 
 

2018 2017 2016 2015 2014 2013 2012 2011

Contractually Required Contribution 189,746$          144,358$          248,010$          214,546$          143,963$          117,381$          96,711$            83,110$            

Contributions in Relation to the 
Contractually Required Contribution (189,746)           (144,358)           (248,010)           (214,546)           (143,963)           (117,381)           (96,711)            (83,110)            

Contribution Deficiency (Excess) 0$                    0$                    0$                    0$                    0$                    0$                    0$                    0$                    

School Covered Payroll 1,355,329$        1,031,129$        1,771,500$        1,532,471$        1,107,408$        902,931$          743,931$          639,308$          

Contributions as a Percentage of
Covered Payroll 14.00% 14.00% 14.00% 14.00% 13.00% 13.00% 13.00% 13.00%

(1) Information prior to 2011 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

Required Supplementary Information
Schedule of School Contributions - Pension
State Teachers Retirement System of Ohio

Last Eight Fiscal Years 
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Required Supplementary Information 
Schedule of the School's Proportionate Share of the OPEB Liability 

School Employees Retirement System of Ohio 
Last Two Fiscal Years (1) 

                

                
      2018   2017     

School's Proportion of the Net OPEB             
  Liability    0.00739799%   0.00518632%     
                
School's Proportionate Share of the Net             
  OPEB Liability    $        198,543     $        147,829      
                
School's Covered Payroll    $        232,114     $          55,007      
                
School's Proportionate Share of the Net             
  OPEB Liability as a Percentage             
  of its Covered Payroll   85.54%   268.75%     
                
Plan Fiduciary Net Position as a              
  Percentage of the Total OPEB             
  Liability   12.46%   11.49%     
                
                
                
(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information,  
      and additional years' will be displayed as it becomes available.          
                
     Amounts presented as of the School's measurement date         
     which is the prior fiscal period end.              
                
See accompanying notes to the required supplementary information         
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Required Supplementary Information 

Schedule of the School's Proportionate Share of the OPEB Liability 
State Teachers Retirement System of Ohio 

Last Two Fiscal Years (1) 
              

              
      2018   2017   

School's Proportion of the Net OPEB           
  Liability    0.00938976%   0.01382319%   
              
School's Proportionate Share of the Net           
  OPEB Liability    $          366,353     $          739,268    
              
School's Covered Payroll    $       1,031,129     $       1,771,500    
              
School's Proportionate Share of the Net           
  OPEB Liability as a Percentage           
  of its Covered Payroll   35.53%   41.73%   
              
Plan Fiduciary Net Position as a            
  Percentage of the Total OPEB           
  Liability   47.10%   37.30%   
              
              
              
(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information,  
      and additional years' will be displayed as it becomes available.        
              
     Amounts presented as of the School's measurement date       
     which is the prior fiscal period end.            
              
See accompanying notes to the required supplementary information       
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2018 2017 2016 2015 2014 2013 2012 2011

Contractually Required Contribution (1) 2,023$            4,810$            126$              291$          47$                743$              927$              2,301$            

Contributions in Relation to the 
Contractually Required Contribution (2,023)            (4,810)            (126)               (291)          (47)                 (743)               (927)               (2,301)            

Contribution Deficiency (Excess) 0$                  0$                  0$                  0$             0$                  0$                  0$                  0$                  

School Covered Payroll 195,896$        232,114$        55,007$          35,425$      33,658$          39,408$          44,952$          92,745$          

OPEB Contributions as a Percentage of
Covered Payroll (1) 1.03% 2.07% 0.23% 0.82% 0.14% 1.89% 2.06% 2.48%

(1) Includes Surcharge

(2) Information prior to 2011 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of School Contributions - OPEB

School Employees Retirement System of Ohio
Last Eight Fiscal Years (2) 
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2018 2017 2016 2015 2014 2013 2012 2011

Contractually Required Contribution 0$                        0$                    0$                    0$                    11,074$            9,029$              7,439$              6,393$              

Contributions in Relation to the 
Contractually Required Contribution 0                         0                     0                     0                     (11,074)            (9,029)              (7,439)              (6,393)              

Contribution Deficiency (Excess) 0$                        0$                    0$                    0$                    0$                    0$                    0$                    0$                    

School Covered Payroll 1,355,329$            1,031,129$        1,771,500$        1,532,471$        1,107,408$        902,931$          743,931$          639,308$          

Contributions as a Percentage of
Covered Payroll 0.00% 0.00% 0.00% 0.00% 1.00% 1.00% 1.00% 1.00%

(1) Information prior to 2011 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of School Contributions - OPEB

State Teachers Retirement System of Ohio
Last Eight Fiscal Years (1)
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Net Pension Liability  
 
Changes of benefit terms - SERS:  
 
There were no changes in benefit terms from the amounts reported for fiscal years 2014-2018. 
 
The following changes were made to the benefit terms in 2018 as identified: The COLA was changed from 
a fixed 3.00% to a COLA that is indexed to CPI-W not greater than 2.5% with a floor of 0% beginning 
January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has enacted a 
three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in assumptions - SERS:  
 
There were no changes in methods and assumptions used in the calculation of actuarial determined 
contributions for fiscal years 2014-2016 and 2018. For fiscal year 2018, the following changes of 
assumptions affected the total pension liability since the prior measurement date: (a) the assumed rate 
of inflation was reduced from 3.25% to 3.00%, (b) payroll growth assumption was reduced from 4.00% to 
3.50%, (c) assumed real wage growth was reduced from 0.75% to 0.50%, (d) Rates of withdrawal, 
retirement and disability were updated to reflect recent experience, (e) mortality among active members 
was updated to RP-2014 Blue Collar Mortality Table with fully generational projection and a five year age 
set-back for both males and females, (f) mortality among service retired members, and beneficiaries was 
updated to the following RP-2014 Blue Collar Mortality Table with fully generational projection with Scale 
BB, 120% of male rates, and 110% of female rates and (g) mortality among disable member was updated 
to RP-2000 Disabled Mortality Table, 90% for male rates and 100% for female rates, set back five years is 
used for the period after disability retirement (h) change in discount rate from 7.75% to 7.5%.   

 
Changes in benefit terms - STRS:  
 
There were no changes in benefit terms from the amounts reported for fiscal years 2014-2017. Effective 
for fiscal year 2018, the cost of living adjustment (COLA) was reduced to zero. 
 
Changes in assumptions - STRS:  
 
There were no changes in methods and assumptions used in the calculation of actuarial determined 
contributions for fiscal years 2014-2018.  For fiscal year 2018, the following changes of assumptions 
affected the total pension liability since the prior measurement date: (a) inflation assumption lowered 
from 2.75% to 2.50%, (b) investment return assumption lowered from 7.75% to 7.45%, (c) total salary 
increases rates lowered by decreasing the merit component of the individual salary increases, as well as 
by 0.25% due to lower inflation, (d) payroll growth assumption lowered to 3.00%, (e) updated the healthy 
and disable mortality assumption to the “RP-2014” mortality tables with generational improvement scale 
MP-2016, (f) rates of retirement, termination and disability were modified to better reflect anticipated 
future experience.  
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Net OPEB Liability  
 
Changes in Assumptions – SERS  
 
Amounts reported for fiscal year 2018 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability as presented below:  
 
Municipal Bond Index Rate: 
    Fiscal year 2018          3.56 percent 
    Fiscal year 2017         2.92 percent 
Single Equivalent Interest Rate, net of plan investment expense, 
 including price inflation 
    Fiscal year 2018          3.63 percent 
    Fiscal year 2017         2.98 percent 
 
Changes in Assumptions – STRS  
 
For fiscal year 2018, the discount rate was increased from 3.26 percent to 4.13 percent based on the 
methodology defined under GASB Statement No. 74, Financial Reporting for Postemployment Benefit 
Plans Other Than Pension Plans (OPEB) and the long term expected rate of return was reduced from 7.75 
percent to 7.45 percent. Valuation year per capita health care costs were updated, and the salary scale 
was modified. The percentage of future retirees electing each option was updated based on current data 
and the percentage of future disabled retirees and terminated vested participants electing health 
coverage were decreased. The assumed mortality, disability, retirement, withdrawal and future health 
care cost trend rates were modified along with the portion of rebated prescription drug costs.  
  
Also, for fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. 
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December 27, 2018

To the Board of Trustees 
Cleveland College Preparatory School
4906 Fleet Avenue
Cleveland, Ohio 44105

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 
and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards

We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the Cleveland College 
Preparatory School, Cuyahoga County, Ohio (the “School”) as of and for the year ended June 30, 2018, 
and the related notes to the financial statements, which collectively comprise the School’s basic financial 
statements, and have issued our report thereon dated December 27, 2018, in which we noted the School 
restated their net position to account for the implementation of Governmental Accounting Standard Board 
(GASB) Statement No. 75, “Accounting and Financial reporting for Postemployment Benefits other than 
Pensions”. In addition the School restated the net pension liability amount to account for an error 
discovered in the calculation to allocate the management companies’ share of the net pension liability to 
member schools.

Internal Control over Financial Reporting

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

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

Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified.

Attachment 26: Audited Financial Statements Page 1445



58

Cleveland College Preparatory School
Independent Auditor’s Report on Internal Control over Financial Reporting and on 

Compliance and Other Matters Based on an Audit of Financial Statements 
Performed in Accordance with Government Auditing Standards

Page 2 of 2

Compliance and Other Matters

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

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose.

Medina, Ohio
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Board of Directors 
Cleveland College Preparatory School 
219 E Maple St Ste 202 
North Canton, OH 44720 
 
 
We have reviewed the Independent Auditor’s Report of the Cleveland College Preparatory 
School, Cuyahoga County, prepared by Rea & Associates, Inc., for the audit period July 1, 2016 
through June 30, 2017.  Based upon this review, we have accepted these reports in lieu of the 
audit required by Section 117.11, Revised Code.  The Auditor of State did not audit the 
accompanying financial statements and, accordingly, we are unable to express, and do not 
express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Cleveland College Preparatory School is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
 
 
Dave Yost 
Auditor of State 
 
April 19, 2018  
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February 21, 2018 
 
To the Board of Trustees 
Cleveland College Preparatory School 
4906 Fleet Avenue 
Cleveland, OH 44105 
 

Independent Auditor's Report 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Cleveland College Preparatory School, 
Cuyahoga County, Ohio, (the “School”) as of and for the year ended June 30, 2017, and the related notes 
to the financial statements, which collectively comprise the School’s basic financial statements as listed in 
the table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation 
and fair presentation of the financial statements in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s 
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. 
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Cleveland College Preparatory School 
Independent Auditor’s Report 
Page 2 of 3 
 
 
 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the School, as of June 30, 2017, and the changes in its financial position and its cash 
flows for the year then ended in accordance with accounting principles generally accepted in the United 
States of America. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis and the Schedule of the School's Proportionate Share of the Net Pension 
Liability, and Schedule of the School’s Contributions on pages 5–10, 35-36, and 37-38, respectively, be 
presented to supplement the basic financial statements. Such information, although not a part of the basic 
financial statements, is required by the Governmental Accounting Standards Board who considers it to be 
an essential part of financial reporting for placing the basic financial statements in an appropriate 
operational, economic, or historical context. We have applied certain limited procedures to the required 
supplementary information in accordance with auditing standards generally accepted in the United States 
of America, which consisted of inquiries of management about the methods of preparing the information 
and comparing the information for consistency with management’s responses to our inquiries, the basic 
financial statements, and other knowledge we obtained during our audit of the basic financial statements. 
We do not express an opinion or provide any assurance on the information because the limited procedures 
do not provide us with sufficient evidence to express an opinion or provide any assurance. 
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Cleveland College Preparatory School 
Independent Auditor’s Report 
Page 3 of 3 
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated February 21, 
2018 on our consideration of the School’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness 
of the School’s internal control over financial reporting or on compliance. That report is an integral part of 
an audit performed in accordance with Government Auditing Standards in considering the School’s 
internal control over financial reporting and compliance. 
 

 

 
Medina, Ohio 

  

Attachment 26: Audited Financial Statements Page 1456



4 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

This page intentionally left blank 
 

Attachment 26: Audited Financial Statements Page 1457



CLEVELAND COLLEGE PREPARATORY SCHOOL  
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MANAGEMENT’S DISCUSSION AND ANALYSIS  
FOR THE YEAR ENDED JUNE 30, 2017 – (UNAUDITED) 

 

5 

The discussion and analysis of the Cleveland College Preparatory School (the School) financial 
performance provides an overall review of the School’s financial activities for the fiscal year ended June 
30, 2017. The intent of this discussion and analysis is to look at the School’s’ financial performance as a 
whole; readers should also review the basic financial statements and notes to the basic financial 
statements to enhance their understanding of the School’s financial performance.  

The Management’s Discussion and Analysis (the MD&A) is an element of the reporting model adopted by 
the Governmental Accounting Standards Board (GASB) in their Statement No. 34 Basic Financial 
Statements – and Management’s Discussion and Analysis – for State and Local Governments. Certain 
comparative information between the current fiscal year and the prior fiscal year is required to be 
presented in the MD&A.  

FINANCIAL HIGHLIGHTS 
 
Key Financial Highlights for the School for the 2016-17 school year are as follows:  

 Total Assets decreased $483,577. 

 Total Liabilities increased $2,206,896.   

 Total Net Position decreased $1,104,223. 

 Total Operating and Non-Operating revenues were $3,219,577. Total Operating and Non-
Operating expenses were $4,323,800. 
 

USING THIS ANNUAL REPORT 
  
This report consists of three parts: the basic financial statements, notes to those statements, and required 
supplemental information.  The basic financial statements include a Statement of Net Position, a 
Statement of Revenues, Expenses and Changes in Fund Net Position, and a Statement of Cash Flows.   

The Statement of Net Position and Statement of Revenues, Expenses, and Changes in Net Position reflect 
how the School did financially during fiscal year 2017.  These statements include all assets and deferred 
outflows of resources and liabilities and deferred inflows of resources using the accrual basis of accounting 
similar to the accounting used by most private-sector companies. This basis of accounting includes all of 
the current year revenues and expenses regardless of when cash is received or paid.  

These statements report the School’s Net Position and changes in net position. This change in Net Position 
is important because it tells the reader whether the financial position of the School has improved or 
diminished. The causes of this change may be the result of many factors, some financial, some not. Non-
financial factors include the School’s’ student enrollment, per-pupil funding as determined by the State 
of Ohio, change in technology, required educational programs and other factors. The School uses 
enterprise presentation for all of its activities. 
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USING THIS ANNUAL REPORT (Continued) 
 
Statement of Net Position - The Statement of Net Position answers the question of how the School did 
financially during 2017. This statement includes all assets, deferred outflows of resources, liabilities, and 
deferred inflows of resources, both financial and capital, and short-term and long-term using the accrual 
basis of accounting and economic resource focus, which is similar to the accounting used by most private-
sector companies.  This basis of accounting takes into account all revenues and expenses during the year, 
regardless of when the cash is received or paid.   
 
Table 1 provides a summary of the School’s Net Position for fiscal year 2017 compared to fiscal year 
2016. 

Table 1 
Statement of Net Position      

 

 2017  

 
2016 

Assets     
Current Assets  $              234,429   $       689,873  
Noncurrent Assets  917,501  945,634 

     Total Assets  1,151,930  1,635,507  

     
Deferred Outflows of Resources  2,597,925  1,098,149 

     
Liabilities    

 

Current Liabilities  1,065,659  1,144,066          
Net Pension Liability  5,484,775  3,199,472 

Total Liabilities  6,550,434          4,343,538  
    

Deferred Inflows of Resources  130,006  216,480 

     
Net Position    

 

Unrestricted   (2,930,585)  
                       

(1,826,362)      

Total Net Position  $       (2,930,585)   $    (1,826,362)  
     

 
During a prior year, the School adopted GASB Statement 68, Accounting and Financial Reporting for 
Pensions—an Amendment of GASB Statement 27, which significantly revises accounting for pension costs 
and liabilities.  For reasons discussed below, many end users of this financial statement will gain a clearer 
understanding of the School’s actual financial condition by adding deferred inflows related to pension and 
the net pension liability to the reported net position and subtracting deferred outflows related to pension. 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles. When accounting for 
pension costs, GASB 27 focused on a funding approach. This approach limited pension costs to contribution 
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USING THIS ANNUAL REPORT (Continued) 
 
annually required by law, which may or may not be sufficient to fully fund each plan’s net pension liability.  
GASB 68 takes an earnings approach to pension accounting; however, the nature of Ohio’s statewide 
pension systems and state law governing those systems requires additional explanation in order to 
properly understand the information presented in these statements. 
 
Under the standards required by GASB 68, the net pension liability equals the School’s proportionate 
share of each plan’s collective: 
 

1. Present value of estimated future pension benefits attributable to active and inactive employees’ 
past service 

2. Minus plan assets available to pay these benefits 
 
GASB notes that pension obligations, whether funded or unfunded, are part of the “employment 
exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, and the 
promise of a future pension.  GASB noted that the unfunded portion of this pension promise is a present 
obligation of the government, part of a bargained-for benefit to the employee, and should accordingly be 
reported by the government as a liability since they received the benefit of the exchange.  However, the 
School is not responsible for certain key factors affecting the balance of this liability.  In Ohio, the 
employee shares the obligation of funding pension benefits with the employer.  Both employer and 
employee contribution rates are capped by State statute.  A change in these caps requires action of both 
Houses of the General Assembly and approval of the Governor.  Benefit provisions are also determined 
by State statute.  The employee enters the employment exchange with the knowledge that the employer’s 
promise is limited not by contract but by law.  The employer enters the exchange also knowing that there 
is a specific, legal limit to its contribution to the pension system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension system as against the public employer.  State law operates 
to mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the employment exchange with notice as to the law.  The pension system is responsible for the 
administration of the plan.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability.  As explained above, changes in pension benefits, contribution rates, 
and return on investments affect the balance of the net pension liability, but are outside the control of 
the local government.  In the event that contributions, investment returns, and other changes are 
insufficient to keep up with required pension payments, State statute does not assign/identify the 
responsible party for the unfunded portion.  Due to the unique nature of how the net pension liability is 
satisfied, this liability is separately identified within the long-term liability section of the statement of net 
position. 
 
In accordance with GASB 68, the School’s statements prepared on an accrual basis of accounting include 
an annual pension expense for their proportionate share of each plan’s change in net pension liability not 
accounted for as deferred inflows/outflows of resources.  
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USING THIS ANNUAL REPORT (Continued) 
 
As a result of implementing GASB 68, the School is reporting a net pension liability and deferred 
inflows/outflows of resources related to pension on the accrual basis of accounting. 
 
Over time, Net Position can serve as a useful indicator of a government’s financial position.  At June 30, 
2017, the School’s net position totaled $(2,930,585). 
  
Current assets represent cash and cash equivalents, accounts, notes receivable, and intergovernmental 
receivables.  Current liabilities represent accounts payable, accrued expenses, line of credit payable, 
withholdings payable, and advances payable at fiscal year-end. 
 
During the fiscal year the School had a significant decreased in accounts receivable and advances 
receivable both related to the I CAN Schools management company.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
This Space is intentionally left Blank. 
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USING THIS ANNUAL REPORT (Continued) 
 
Statement of Revenues, Expenses and Change in Net Position - Table 2 shows the change in Net Position 
for fiscal years 2017 and 2016, as well as a listing of revenues and expenses.   This change in Net Position 
is important because it tells the reader that, for the School as a whole, the financial position of the School 
has improved or diminished. The cause of this may be the result of many factors, some financial, some 
not.  Non-financial factors include the current laws in Ohio restricting revenue growth, facility conditions, 
required educational programs and other factors. 
 

Table 2 
Change in Net Position 

  2017  2016 

Operating Revenue     
State Aid  $2,347,141   $    2,439,545  
Other  14,262  16,995  

     Total Operating Revenues  2,361,403  2,456,540  

     
Operating Expenses       
Salaries  1,198,415  1,272,330  
Fringe Benefits  505,920  308,175  
Fringe Benefits – GASB 68  699,052  144,748 
Purchased Services  1,616,364  1,471,609  
Materials and Supplies  170,993  157,996  
Depreciation  -  25,555  
Other  11,637  18,542 

     Total Operating Expenses  4,202,382   3,398,955 

          
 Operating (Loss)  (1,840,979)  (942,415) 

     
Non-Operating Revenues (Expenses)      
Federal Grants  532,438  546,900  
Other Intergovernmental Revenue  240,421  256,490 
Debt Forgiveness  85,315  - 
Interest Expense  (121,418)  (128,129) 

       Total Non-Operating Revenues (Expenses)  736,756  675,261 

     

Change in Net Position  (1,104,223)            (267,154)           
Net Position – Beginning of Year,   (1,826,362)  (1,559,208) 

Net Position, End of Year  $  (2,930,585)  $  (1,826,362) 

 
Overall, the slight decrease in Operating Revenues was a result of less students being enrolled for fiscal 
year 2017 compared to fiscal year 2016. There was an increase in Operating Expenses mainly attributed 
to an increase in fringe benefits relating to GASB 68 and purchased services.  
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BUDGETING HIGHLIGHTS 
 
Unlike other public schools located in the State of Ohio, community schools are not required to follow 
budgetary provisions set forth in Ohio Rev. Code Chapter 5705 (with the exception section 5705.391 – 
Five Year Forecasts), unless specifically provided in the community school’s contract with its Sponsor. 

The contract between the School and its Sponsor does prescribe a budgetary process. The School must 
prepare and submit a detail budget for every fiscal year to the Board of Directors and its Sponsor.  The 
five-year forecast is also submitted to the Ohio Department of Education, annually. 
 

CAPITAL ASSETS  

At fiscal year end, the net book value of the School’s capital assets was zero, which is consistent with the 
prior year.   See Note 6 for additional information. 
 

WORKING CAPITAL ADVANCES 

During the fiscal year, the School received working capital monies from Charter School Capital through a 
receivables purchase agreement. As the School receives monthly State funding, these advances are 
repaid, however, the School may elect to receive additional advances from Charter School Capital by 
entering into additional agreements. The School had a net decrease to this balance of ($189,800) during 
the fiscal year due to active borrowing and repayments. The balance as of June 30, 2017 was $624,000. 
For more information, see Note 7 of the Basic Financial Statements. 
 

CURRENT FINANCIAL ISSUES 
 
The School is a community School and is funded through the State of Ohio Foundation Program.  The 
School relies on this, as well as, State and Federal funds as its primary source of revenue.   In 2017, the 
State raised the base per pupil funding to $6,000, which is up from $5,900 in the previous 
year.  Additionally, community schools in Ohio will be allocated a small amount of facilities funding which 
is also per pupil based.  This amount is projected to be approximately $200 per pupil. 
 
The full-time equivalent enrollment of the School for the year ended June 30, 2017 was 273 compared to 
a figure of 282 at the end of fiscal year 2016. 
 
Overall, the School will continue to provide learning opportunities and apply resources to best meet the 
needs of the students served.  

 
CONTACTING THE SCHOOL’S FINANCIAL MANAGEMENT  
 
This financial report is designed to provide our citizen’s, taxpayers, investors and creditors with a general 
overview of the School’s finances and to demonstrate accountability for the money it receives. If you have 
questions about this report or need additional information contact the School’s Fiscal Officer, C. David 
Massa, CPA, of Massa Financial Solutions, LLC, 4906 Fleet Avenue., Cleveland, Ohio 44103. 
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CLEVELAND COLLEGE PREPARATORY SCHOOL - CUYAHOGA COUNTY, OHIO 

  
Statement of Net Position 

At June 30, 2017 

 

Current Assets:

    Cash and Cash Equivalents 26,876$            

    Accounts Receivable 111,900

    Intergovernmental Receivable 6,696

    Notes Receivable - Current Portion 87,866

    Other Assets 1,091

      Total Current Assets 234,429

Noncurrent Assets:

  Notes Receivable, net of current portion 917,501

917,501

Total Assets 1,151,930         

Deferred Outflows of Resources 2,597,925         

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 415,783            

    Withholdings Payable 9,211                 

    Accrued Expenses 1,993                 

    Line of Credit Payable 14,672               

    Advances Payable 624,000            

       Total Current Liabilities 1,065,659         

Noncurrent Liabilities:

  Net Pension Liability 5,484,775

    Total Noncurrent Liabilities 5,484,775

       Total Liabilities 6,550,434

Deferred Inflows of Resources 130,006

Net Position:

  Unrestricted (2,930,585)

  Total Net Position (2,930,585)$     

See Accompanying Notes to the Basic Financial Statements
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CLEVELAND COLLEGE PREPARATORY SCHOOL - CUYAHOGA COUNTY, OHIO 

  
Statement of Revenues, 

Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2017 

 

Operating Revenues:

  State Aid 2,347,141$           

  Miscellaneous 14,262

    Total Operating Revenues 2,361,403

Operating Expenses:

  Salaries 1,198,415             

  Fringe Benefits 505,920                

  Fringe Benefits - GASB 68 699,052                

  Purchased Services 1,616,364

  Supplies 170,993

  Other Operating Expenses 11,637

    Total Operating Expenses 4,202,382

      Operating Loss (1,840,979)

Non-Operating Revenues and Expenses:

  Federal Grants 532,438

  Debt Forgiveness 85,315                   

  Intergovernmental Revenues 240,421                

  Interest Expense (121,418)               

    Net Nonoperating Revenues and Expenses 736,756

Change in Net Position (1,104,223)            

Net Position Beginning of Year (1,826,362)            

Net Position End of Year (2,930,585)$         

See Accompanying Notes to the Basic Financial Statements  
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CLEVELAND COLLEGE PREPARATORY SCHOOL - CUYAHOGA COUNTY, OHIO 

  
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2017 
 

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 2,359,219$       

Other Operating Receipts 21,462               

Cash Payments to Suppliers for Goods and Services (1,626,033)        

Cash Payments to Employees for Services (1,198,415)        

Cash Payments for Employee Benefits (319,068)           

Net Cash Used For Operating Activities (762,835)           

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Intergovernmental Revenues 240,421            

Federal and State Grant Receipts 544,193            

Advance Receivable Payments Received 289,359            

Charter School Capital Advances 1,773,700         

Charter School Capital Cost of Funding (121,418)           

Charter School Capital Remptions (1,963,500)        

Note Receivable Payments Received 28,133               

Line of Credit Principal Retirement (1,177)                

Net Cash Provided By Noncapital Financing Activities 789,711            

Net Increase in Cash and Cash Equivalents 26,876               

Cash and Cash Equivalents - Beginning of the Year -                     

Cash and Cash Equivalents - Ending of the Year 26,876$            
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CLEVELAND COLLEGE PREPARATORY SCHOOL - CUYAHOGA COUNTY, OHIO  
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2017 

(Continued) 
 

Reconciliation of Operating Loss to Net Cash Used For Operating Activities

Operating Loss (1,840,979)$     

Adjustments to Reconcile Operating Loss to Net Cash Used For Operating Activities:

Changes in Assets, Liabilities, and Deferred Inflows and Outflows:

(Increase)/Decrease in Receivables 177,459            

(Increase)/ Decrease in Deferred Outflows (1,499,776)        

Increase/ (Decrease) in Deferred Inflows (86,474)             

Increase/ (Decrease) in Net Pension Liability 2,285,303         

(Increase)/Decrease in Other Assets (1,091)                

Increase/(Decrease) in Accounts Payable, Trade 270,537            

Increase(Decrease) in Withholdings Payable (23,318)             

Increase/(Decrease) in Accrued Expenses (44,496)             

Net Cash Used For Operating Activities (762,835)$         

 
 
Non-Cash Transaction: During the fiscal year ended June 30, 2017, the School received a one-time debt 
forgiveness in the amount of $45,018 from I CAN Schools and $40,297 from other vendors. This 
forgiveness was applied against open obligations of the School that were owed to I CAN Schools and other 
vendors. 
 
 
 
See Accompanying Notes to the Basic Financial Statements 

Attachment 26: Audited Financial Statements Page 1467



CLEVELAND COLLEGE PREPARATORY SCHOOL - CUYAHOGA COUNTY 
NOTES TO THE BASIC FINANCIAL STATEMENTS  
FOR THE YEAR ENDED JUNE 30, 2017 

 

15 

NOTE 1 - DESCRIPTION OF THE ENTITY 
 
The Cleveland College Preparatory School, (the School) is a nonprofit corporation established pursuant to 
Ohio Revised Code Chapters 3314 and 1702.  The School’s mission is to provide an orderly and supportive 
environment whereby students experience preparations for college, career and life. The School operates 
on a foundation, which fosters character building for all students, parents and staff members.  The School, 
which is part of the State’s education program, is independent of any school district and is nonsectarian 
in its programs, admission policies, employment practices, and all other operations.  The School may 
acquire facilities as needed and contract for any services necessary for the operation of the School. 
 
The School was approved for operation under a contract with Ohio Council of Community Schools 
(“OCCS”) (the Sponsor) for a five-year period commencing on July 1, 2015.  The Sponsor is responsible for 
evaluating the performance of the School and has the authority to deny renewal of the contract at its 
expiration or terminate the contract prior to its expiration.  
 
The School operates under the direction of a Board of Directors (the Board).  The Board is responsible for 
carrying out the provisions of the contract which include, but are not limited to, state mandated provisions 
regarding student populations, curriculum, academic goals, performance standards, admissions 
standards, and qualifications of teachers.  The Board controls the School’s instructional and administrative 
staff. 
 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The basic financial statements of the School have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental nonprofit organizations.  The Governmental 
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental 
accounting and financial reporting principles. The more significant of the School’s accounting policies are 
described below. 
 
Basis of Presentation - The School’s basic financial statements consist of a Statement of Net Position, a 
Statement of Revenue, Expenses and Change in Net Position, and a Statement of Cash Flows. Enterprise 
fund reporting focuses on the determination of the changes Net Position, financial position and cash 
flows. 
 
The Government Accounting Standards Board identifies the presentation of all financial activity to be 
reported within one enterprise fund for year-ending reporting purposes.  Enterprise accounting is used to 
account for operations that are financed and operated in a manner similar to private business enterprise 
where the intent is that the cost (expense) of providing goods and services to the general public on a 
continuing basis be financed or recovered primarily through user charges. 

 
Measurement Focus and Basis of Accounting - The accounting and financial reporting treatment is 
determined by measurement focus. Enterprise accounting uses a flow of economic resources 
measurement focus. Under this measurement focus, all assets, all deferred outflows of resources, all 
liabilities, and all deferred inflows of resources are included on the Statement of Net Position. The 
Statement of Revenues, Expenses and Changes in Net Position presents increases (e.g., revenues) and 
decreases (e.g., expenses) in total Net Position. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Measurement Focus and Basis of Accounting (continued) - The accounting and financial reporting 
treatment is determined by measurement focus. Enterprise accounting uses a flow of economic resources 
measurement focus. Under this measurement focus, all assets, all deferred outflows of resources, all 
liabilities, and all deferred inflows of resources are included on the Statement of Net Position. The 
Statement of Revenues, Expenses and Changes in Net Position presents increases (e.g., revenues) and 
decreases (e.g., expenses) in total Net Position. 
 
Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported in 
the financial statements.  The accrual basis of accounting is used for reporting purposes.  Revenues are 
recognized when they are earned, and expenses are recognized when they are incurred.  

 
Budgetary Process - Unlike other public schools located in the state of Ohio, community schools are not 
required to follow budgetary provisions set forth in Ohio Revised Code Chapter 5705 (with the exception 
section 5705.391 – Five Year Forecasts), unless specifically provided for in the School’s sponsorship 
agreement. The contract between the School and its Sponsor requires a detailed budget for each year of 
the contract. 

       
Cash and Cash Equivalents - Cash received by the School is reflected as “Cash and Cash Equivalents” on 
the Statement of Net Position.  The School did not have any investments during the period ended June 
30, 2017. 

      
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from these estimates. 
 
Capital Assets and Depreciation - Capital assets are capitalized at cost.  Donated capital assets are 
recorded at their acquisition values as of the date received.  The costs of additions are capitalized and 
expenditures for repairs and maintenance are expensed when incurred.  When property is sold or retired, 
the related costs and accumulated depreciation are removed from the financial records and any gain or 
loss is included in additions to or deductions from Net Position. The School’s capital asset value was zero, 
as of June 30, 2017.  Depreciation of capital assets is calculated utilizing the straight-line method over the 
estimated useful lives of the assets which are as follows: 

  
Asset Class                              Useful Life 
Computers & Technology                             3 years 

 Furniture, Fixtures, & Equipment                5 years 
       Textbooks      3 years       
 Leasehold Improvements    5 years 
 

The School’s policy for asset capitalization threshold is $5,000. Assets or certain asset groups not meeting 
the capitalization threshold are not capitalized and are not included in the assets represented in the 
accompany statement of Net Position. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Intergovernmental Revenues - The School currently participates in the State Foundation Program. 
Revenues received from this program are recognized as operating revenues in the accounting period in 
which all eligibility requirements have been met. 
 
Grants and entitlements are recognized as non-operating revenues in the accounting period in which 
eligibility requirements have been met. 
 
Eligibility requirements include timing requirements, which specify the year when the resources are 
required to be used or the fiscal year when use is first permitted, matching requirements, in which the 
School must provide local resources to be used for a specified purpose, and expenditure requirements, in 
which the resources are provided to the School on a reimbursement basis. 
 
The School also participates in various federal programs passed through the Ohio Department of 
Education. 
 
Also, during the fiscal year, the School received a pro-rata share of property tax distributions from the 
Cleveland Municipal School District (CMSD) as part of a partnership agreement executed between the 
School and CMSD. 

 
Under the above programs the School recorded $2,347,141 this fiscal year from the Foundation Program 
and Casino Tax Revenues, $532,438 from Federal, and $240,421 of CMSD property tax distributions. 
 
Compensated Absences - Vacation is taken in a manner which corresponds with the school calendar; 
therefore, the School does not accrue vacation time as a liability. 

 
Sick/personal leave benefits are earned by full-time employees at the rate of eight days per year and 
cannot be carried into the subsequent years.  No accrual for sick time is made since unused time is not 
paid to employees upon employment termination. 
 
Accrued Liabilities - Obligations incurred but unpaid at June 30 are reported as accrued liabilities in the 
accompanying financial statements.  These liabilities consisting of Accounts Payable, Accrued Expenses, 
Line of Credit Payable, Withholdings Payable, and Advances Payable totaled $1,065,659 at June 30, 2017. 

 
Exchange and Non-Exchange Transactions - Revenue resulting from exchange transactions, in which each 
party gives and receives essentially equal value, is recorded on the accrual basis when the exchange takes 
place. Non-exchange transactions, in which the School receives value without directly giving equal value 
in return, include grants, entitlements and donations.  Revenue from grants, entitlements and donations 
is recognized in the fiscal year in which all eligibility requirements have been satisfied.  Eligibility 
requirements include timing requirements, which specify the year when the resources are required to be 
used or the fiscal year when use is first permitted, matching requirements, in which the School must 
provide local resources to be used for a specified purpose, and expenditures requirements, in which the 
resources are provided to the School on a reimbursement basis. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Deferred Inflows and Deferred Outflows of Resources - In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of resources represent a consumption of net position that applies to future periods and will not be 
recognized as an outflow of resources (expense/expenditure) until then. For the School, deferred outflows 
of resources are reported on the statement of net position for pension. The deferred outflows of 
resources related to pension are explained in Note 11. 
 
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to future 
periods and will not be recognized until that time. These amounts have been recorded as a deferred inflow 
on the statement of net position. These amounts are deferred and recognized as an inflow of resources 
in the period the amounts become available. Deferred inflows of resources related to pension are 
reported on the statement of net position. (See Note 11) 
     
Net Position - Net position represents the difference between assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources. Net Position is reported as restricted when there are 
limitations imposed on their use through external restriction imposed by creditors, grantors, or laws and 
regulations of other governments.  The School applies restricted resources when an expense is incurred 
for purposes for which both restricted and unrestricted Net Position are available. Net Position invested 
in capital assets consist of capital assets, net of accumulated depreciation, reduced by the outstanding 
balances of any borrowings used for the acquisition, construction, or improvement of those assets. 
 
Pensions - For purposes of measuring the net pension liability, deferred outflows of resources and 
deferred inflows of resources related to pensions and pension expense, information about the fiduciary 
net position of the pension plans and additions to/deletions from their fiduciary net positon have been 
determined on the same basis as they are reported by the pension systems. For this purpose, benefit 
payments (including refunds of employee contributions) are recognized when due and payable in 
accordance with the benefit terms. The pension systems report investments at fair value. 
 
Operating and Non-Operating Revenues and Expenses - Operating revenues are those revenues that are 
generated directly from the primary activities of the School.  For the School, these revenues are primarily 
the State Foundation program.  Operating expenses are necessary costs incurred to provide the good or 
service that is the primary activity of the School.  All revenues and expenses not meeting this definition 
are reported as non-operating.   
 
Non-operating revenues are those revenues that are not generated directly from the primary activities of 
the School.  Various federal and state grants, interest earnings, if any, and other miscellaneous revenues 
comprise the non-operating revenues of the School.  Interest and fiscal charges on outstanding 
obligations, as well as gain or loss on capital asset disposals, if any comprise the non-operating expenses. 
 
Implementation of New Accounting Principles - For the fiscal year ended June 30, 2017, the School has 
implemented Governmental Accounting Standards Board (GASB) Statement No. 77, Tax Abatement 
Disclosures, GASB Statement No. 78, Pensions Provided through Certain Multiple-Employer Defined 
Benefit Pension Plans, GASB Statement No. 80, Blending Requirements for Certain Component Units - an  
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
amendment of GASB Statement No. 14 and GASB Statement No. 82, Pension Issues - an amendment of 
GASB Statements No. 67, No. 68, and No. 73. 
 
GASB Statement No. 77 requires disclosure of tax abatement information about (1) a reporting 
government’s own tax abatement agreements and (2) those that are entered into by other governments 
and that reduce the reporting government’s tax revenues. The implementation of GASB Statement No. 
77 did not have an effect on the financial statements of the School.  
 
GASB Statement No. 78 amends the scope of GASB Statement No. 68 to exclude certain multiple-employer 
defined benefit pension plans provided to employees of state and local governments on the basis that 
obtaining the measurements and other information required by GASB Statement No. 68 was not feasible. 
The implementation of GASB Statement No. 78 did not have an effect on the financial statements of the 
School. 
 
GASB Statement No. 80 amends the blending requirements for the financial statement presentation of 
component units of all state and local governments. The additional criterion requires blending of a 
component unit incorporated as a not-for-profit corporation in which the primary government is the sole 
corporate member. The implementation of GASB Statement No. 80 did not have an effect on the financial 
statements of the School. 
 
GASB Statement No. 82 improves consistency in the application of pension accounting. These changes 
were incorporated in the School’s fiscal year 2017 financial statements; however, there was no effect on 
beginning net position. 

 

NOTE 3 - CASH AND CASH EQUIVALENTS  
 
The following information classifies deposits by category of risk as defined in GASB Statement No.3 
“Deposits with Financial Institutions, Investments (including Repurchase Agreements) and Reverse 
Repurchase Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk 
Disclosures”. 
 
The School maintains its cash balances at one financial institution, PNC Bank, located in Ohio. The balances 
are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account. 
At June 30, 2017, the book amount of the School’s deposits was $26,876 and the bank balance was 
$37,528.  
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NOTE 3 - CASH AND CASH EQUIVALENTS (continued) 
 
The School had no deposit policy for custodial risk beyond the requirement of state statute. Ohio law 
requires that deposits either be insured or be protected by eligible securities pledged to and deposited 
either with the School or a qualified trustee by the financial institution as security for repayment or by a 
collateral pool of eligible securities deposited with a qualified trustee to secure repayment of all public 
monies deposited in the financial institution whose market value shall be at least 105% of deposits being 
secured. At June 30, 2017, none of the bank balance was exposed to custodial credit risk. 

 

NOTE 4 - RECEIVABLES 
 
The School has accounts receivables totaling $111,900 at June 30, 2017. These receivables represented 
monies due from other schools from past years. The School also had intergovernmental receivables from 
other government agencies totaling $6,696 at June 30, 2017. These receivables represented monies from 
Medicaid earned, but not received as of year-end. 

 
NOTE 5 – NOTES RECEIVABLES  
 
During the fiscal year ending 2016, the School converted amounts owed from other community schools 
managed by I CAN Schools into promissory notes. The first note is with Akron Preparatory School in the 
amount of $316,500. The note began on June 30, 2016 and matures on June 30, 2026. The annual interest 
rate is 3.5%. The second note is with Canton College Preparatory School in the amount of $252,500. The 
note began on June 30, 2016 and matures on June 30, 2026. The annual interest rate is 3.5%. The third 
note is with Ohio College Preparatory School in the amount of $464,500. The note began on June 30, 
2016 and matures on June 30, 2026. The annual interest rate is 3.5%. 

              

 

Principal 
Balance   

Principal 
Balance      Due Within 

 06/30/16 Additions Reductions 06/30/17 One Year 

Akron Preparatory School $     316,500 $                 - $    (15,649) $     300,851 $      26,908 
Canton College Prep School 252,500 - (12,484) 240,016 21,467 
Ohio College Preparatory     464,500 - -     464,500 39,491 

Total Notes Payable   $ 1,033,500 $                 - $    (28,133)   $ 1,005,367 $      87,866 
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NOTE 6 - CAPITAL ASSETS  
 
For the period ending June 30, 2017, the School’s capital assets consisted of the following: 

   

Balance  
06/30/16  Additions  Deletions  

Balance  
06/30/17  

 Capital Assets:          

  Computers & Technology    $308,580   $          -              $                 -    $ 308,580  

  Leasehold Improvements  88,844  -  -  88,844  

  Furniture, Fixtures, & Equipment       2,509   -  -       2,509   

  Textbooks       66,509   -  -       66,509   

 Total Capital Assets     466,442           -               -      466,442  

 Less Accumulated Depreciation:          

  Computers & Technology      (308,580)  -          -  

   
(308,580)  

  Leasehold Improvements  (88,844)  -  -  (88,844)  

  Furniture, Fixtures, & Equipment      (2,509)       -  -      (2,509)  

  Textbooks      (66,509)  -       -      (66,509)  

 Total Accumulated Depreciation  (466,442)     -               -    (466,442)  

 Capital Assets, Net              $        -       $          -             $           -              $             -     

 

NOTE 7 - ADVANCES PAYABLE 
 
During the fiscal year ending 2017, the School received working capital advances from Charter School 
Capital through a receivables purchase agreement. As the School receives its monthly State funding, 
these advances are repaid, however, the School may elect to receive future advances from Charter 
School Capital by entering into additional agreements.  
 
The total amount of advances payable at June 30, 2017 was $624,000.  The School paid $121,418 in 
interest expense during the fiscal year 2017. The activity for the year is reflected as follows: 
 

Balance 
 July 1, 2016  Additions  Reductions  

Balance                                            
June 30, 2017 

$  813,800  

    
$1,773,700  $(1,963,500)  

  
  $624,000 
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NOTE 8 - LINE OF CREDIT PAYABLE 
 
The School has a line of credit agreement with US bank of $26,600. The total amount borrowed against 
the line at June 30, 2017 was $14,672.  The line bears interest at the 16.25% annual percentage rate. The 
line is reviewed annually and is due on demand. Principal payments during the year totaled $1,177. 
 
NOTE 9 - LONG-TERM OBLIGATIONS 
 
The changes in the School’s long-term obligations during fiscal year 2017 were as follows: 

          

  Balance      Balance 

  06/30/16  Additions  Reductions  06/30/17 

Net Pension Liability (Note 10):         

STRS  $   2,848,257  $2,402,444  $                -  $5,250,701 
SERS  351,215  -  (117,141)  234,074 

Total Net Pension Liability  3,199,472  2,402,444  (117,141)  5,484,775 

         

Total Long-Term Obligations  $   3,199,472  $2,402,444  $(117,141)  $5,484,775 

 

NOTE 10 - RISK MANAGEMENT 
 

Property & Liability - The School is exposed to various risks of loss related to torts; theft of, damage to, 
and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  During the 
fiscal year ending June 30, 2017, the School contracted with Cincinnati Insurance Company for general 
liability insurance with a $1,000,000 each occurrence/ $2,000,000 annual aggregate, as well as, an 
umbrella policy with a $10,000,000 aggregate limit.  The School also had a $1,000,000 School Leaders 
policy in place through National Union Fire Insurance.  There were no settlements in excess of insurance 
coverage over the past 3 years, nor was there any significant reductions in insurance coverage from the 
prior year.  

 
Workers’ Compensation - The School pays the State Worker’s Compensation System a premium for 
employee injury coverage.  The premium is calculated by multiplying the monthly total gross payroll by a 
factor that is calculated by the State.  
 
Employee Medical and Dental Benefits - The School provides medical, vision, and dental insurance 
benefits through Anthem to all full-time employees. During the School year, the School paid 90% of the 
monthly premiums for all employees. 
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NOTE 11 - DEFINED BENEFIT PENSIONS PLANS 
  

Net Pension Liability - The net pension liability reported on the statement of net position represents a 
liability to employees for pensions. Pensions are a component of exchange transactions—between an 
employer and its employees—of salaries and benefits for employee services.  Pensions are provided to an 
employee—on a deferred-payment basis—as part of the total compensation package offered by an 
employer for employee services each financial period.  The obligation to sacrifice resources for pensions 
is a present obligation because it was created as a result of employment exchanges that already have 
occurred. 
 
The net pension liability represents the School’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   
 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which pensions are financed; however, the School 
does receive the benefit of employees’ services in exchange for compensation including pension.  
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State legislature.  Any resulting legislative change to benefits or funding could 
significantly affect the net pension liability.  Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability 
on the accrual basis of accounting.  Any liability for the contractually-required pension contribution 
outstanding at the end of the year is included in withholdings payable on the accrual basis of accounting.   
 
School Employees Retirement System (SERS) 
 
Plan Description – School non-teaching employees participate in SERS, a cost-sharing multiple-employer 
defined benefit pension plan administered by SERS.  SERS provides retirement, disability and survivor 
benefits, annual cost-of-living adjustments, and death benefits to plan members and beneficiaries.  
Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  SERS issues a 
publicly available, stand-alone financial report that includes financial statements, required supplementary 
information and detailed information about SERS’ fiduciary net position.  That report can be obtained by 

visiting the SERS website at www.ohsers.org under Employers/Audit Resources.  
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NOTE 11 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
School Employees Retirement System (SERS) (continued) 

 
Age and service requirements for retirement are as follows: 
 

 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
One year after an effective benefit date, a benefit recipient is entitled to a three percent cost-of-living 
adjustment (COLA).  This same COLA is added each year to the base benefit amount on the anniversary 
date of the benefit. 

 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the School is required to contribute 14 percent of annual covered payroll.  The contribution requirements 
of plan members and employers are established and may be amended by the SERS’ Retirement Board up 
to statutory maximum amounts of 10 percent for plan members and 14 percent for employers.  The 
Retirement Board, acting with the advice of the actuary, allocates the employer contribution rate among 
four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care 
Fund).  For the fiscal year ended June 30, 2017, the allocation to pension, death benefits, and Medicare B 
was 14 percent.  SERS did not allocate any employer contributions to the Health Care Fund for fiscal year 
2017. 
 
The School’s contractually required contribution to SERS was $32,496 for fiscal year 2017.   
 
State Teachers Retirement System (STRS) 
 
Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org. 
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NOTE 11 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
State Teachers Retirement System (STRS) (continued) 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307.  
The DB plan offers an annual retirement allowance based on final average salary multiplied by a 
percentage that varies based on years of service.  Effective August 1, 2015, the calculation was 2.2 percent 
of final average salary for the five highest years of earnings multiplied by all years of service. Members 
are eligible to retire at age 60 with five years of qualifying service credit, or at age 55 with 26 years of 
service, or 31 years of service regardless of age.  Eligibility changes will be phased in until August 1, 2026, 
when retirement eligibility for unreduced benefits will be five years of service credit and age 65, or 35 
years of service credit and at least age 60. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination 
of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   

 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
Member contributions to the DC Plan are allocated among investment choices by the member, and 
contributions to the DB Plan from the employer and the member are used to fund the defined benefit 
payment at a reduced level from the regular DB Plan. The defined benefit portion of the Combined Plan 
payment is payable to a member on or after age 60 with five years of service. The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity 
after termination of employment at age 50 or later. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another STRS plan.  The optional annuitization of a member’s defined contribution account or the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of investment gain or loss on the account.  STRS has therefore included all three plan 
options as one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance.  
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NOTE 11 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 

Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2017, plan members were required to contribute 14 percent of their annual covered salary. The School 
was required to contribute 14 percent; the entire 14 percent was the portion used to fund pension 
obligations.  The fiscal year 2017 contribution rates were equal to the statutory maximum rates. 
 
The School’s contractually required contribution to STRS was $144,358 for fiscal year 2017.   
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions - The net pension liability was measured as of July 1 2016, and the total 
pension liability used to calculate the net pension liability was determined by an independent actuarial 
valuation as of that date. The School's employer allocation percentage of the net pension liability was 
based on the employer’s share of employer contributions in the pension plan relative to the total 
employer contributions of all participating employers. Following is information related to the 
proportionate share and pension expense: 
 

 
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, changes in assumptions and changes in the School’s proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods. The difference between projected and actual investment 
earnings is recognized in pension expense using a straight-line method over a five-year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight-line method. Employer 
contributions to the pension plan subsequent to the measurement date are also required to be reported 
as a deferred outflow of resources.  
 
 
 
 
 
 
 
 

STRS SERS Total

Proportionate Share of the Net 

  Pension Liability 5,250,701$          234,074$            5,484,775$         

Proportion of the Net Pension Liability:

Current Measurement Date 0.01568637% 0.00319815%

Prior Measurement Date 0.01030593% 0.00615509%

Change in Proportionate Share 0.00538044% (-0.00295694%)

Pension Expense 895,154$             (19,248)$            875,906$           
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NOTE 11 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
At June 30, 2017, the School reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  

 
$176,854 reported as deferred outflows of resources related to pension resulting from School 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2018.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to pension will be recognized in pension expense as follows: 
 

 
 

 
 
 
 
 
 
 
 
 
 
 

STRS SERS Total

Deferred Outflows of Resources

Differences between Expected and 

  Actual Experience 212,154$             3,156$               215,310$           

Net Difference between Projected and 

  Actual Earnings on Pension Plan Investments 435,949 19,307 455,256

Changes of Assumptions -                      15,626 15,626

Changes in Proportion and Differences between 

 School Contributions and Proportionate  

  Share of Contributions 1,725,325 9,554 1,734,879

School Contributions Subsequent to the 

  Measurement Date 144,358 32,496 176,854

Total Deferred Outflows of Resources 2,517,786$          80,139$             2,597,925$         

Deferred Inflows of Resources

Changes in Proportion and Differences between 

 School Contributions and Proportionate  

  Share of Contributions -$                    130,006$            130,006$           

STRS SERS Total

Fiscal Year Ending June 30:

2018 613,507$             (33,968)$            579,539$           

2019 613,506 (33,891) 579,615

2020 664,822 (20,055) 644,767

2021 481,593 5,551 487,144

2,373,428$          (82,363)$            2,291,065$         
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NOTE 11 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS - SERS’ total pension liability was determined by their actuaries in 
accordance with GASB Statement No. 67, as part of their annual actuarial valuation for each defined 
benefit retirement plan.  Actuarial valuations of an ongoing plan involve estimates of the value of reported 
amounts (e.g., salaries, credited service) and assumptions about the probability of occurrence of events 
far into the future (e.g., mortality, disabilities, retirements, employment termination).  Actuarially 
determined amounts are subject to continual review and potential modifications, as actual results are 
compared with past expectations and new estimates are made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point.  The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant.  In many cases actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2016, are presented below: 
 

 
 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection and a five-year age set-back for both males and females.  Mortality among 
service retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection with Scale BB, 120 percent of male rates and 110 percent of female rates.  
Mortality among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 percent 
for male rates and 100 percent for female rates, set back five years is used for the period after disability 
retirement.  
 
The actuarial assumptions used in the June 30, 2016 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, payroll 
growth assumption and assumed real wage growth were reduced in the June 30, 2016 actuarial valuation.  
The rates of withdrawal, retirement and disability updated to reflect recent experience and mortality rates 
were also updated. 
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NOTE 11 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
The long-term return expectation for the Pension Plan Investments has been determined by using a 
building-block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating an arithmetic weighted average of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the expected return from rebalancing uncorrelated asset classes. The target allocation and best estimates 
of arithmetic real rates of return for each major asset class is summarized in the following table: 
 

 
 

Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute.  Projected inflows from investment earnings were calculated using the long-term assumed 
investment rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of projected 
benefits to determine the total pension liability.   
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the School’s proportionate share of the net pension liability calculated using 
the discount rate of 7.50 percent, as well as what each plan’s net pension liability would be if it were 
calculated using a discount rate that is one percentage point lower (6.50 percent), or one percentage 
point higher (8.50 percent) than the current rate. 
 

 
 
 
 
 
 

1% Decrease

(6.50%)

Current 

Discount Rate

(7.50%)

1% Increase 

(8.50%)

School's Proportionate Share

  of the Net Pension Liability 309,901$             234,074$            170,606$           
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NOTE 11 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – STRS - The total pension liability in the June 30, 2016, actuarial valuation was 
determined using the following actuarial assumptions, applied to all periods included in the 
measurement:  
 

 
Mortality rates were based on the RP-2000 Combined Mortality Table (Projection 2022—Scale AA) for 
Males and Females.  Males’ ages are set-back two years through age 89 and no set-back for age 90 and 
above.  Females younger than age 80 are set back four years, one year set back from age 80 through 89 
and no set back from age 90 and above.   
 
Actuarial assumptions used in the June 30, 2016, valuation are based on the results of an actuarial 
experience study, effective July 1, 2012. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
 

 
 
Discount Rate The discount rate used to measure the total pension liability was 7.75 percent as of June 
30, 2016. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate increases 
described above. For this purpose, only employer contributions that are intended to fund benefits of 
current plan members and their beneficiaries are included.  Projected employer contributions that are 
intended to fund the service costs of future plan members and their beneficiaries, as well as projected 
contributions from future plan members, are not included.  Based on those assumptions, STRS’ fiduciary 
net position was projected to be available to make all projected future benefit payments to current plan 
members as of June 30, 2016.  Therefore, the long-term expected rate of return on pension plan 
investments of 7.75 percent was applied to all periods of projected benefit payment to determine the 
total pension liability as of June 30, 2016. 
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NOTE 11 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the School's proportionate share of the net pension liability as of June 
30, 2016, calculated using the current period discount rate assumption of 7.75 percent, as well as what 
the School's proportionate share of the net pension liability would be if it were calculated using a discount 
rate that is one-percentage-point lower (6.75 percent) or one-percentage-point higher (8.75 percent) than 
the current rate: 

 
 
Changes Between Measurement Date and Report Date  In March 2017, the STRS Board adopted certain 
assumption changes which will impact their annual actuarial valuation prepared as of June 30, 2017.  The 
most significant change is a reduction in the discount rate from 7.75 percent to 7.45 percent.  In April 
2017, the STRS Board voted to suspend cost of living adjustments granted on or after July 1, 
2017.  Although the exact amount of these changes is not known, the overall decrease to School’s net 
pension liability is expected to be significant.   

 

NOTE 12 - POSTEMPLOYMENT BENEFITS 
 
School Employees Retirement System (SERS) 
 
Health Care Plan Description - The School contributes to the SERS Health Care Fund, administered by 
SERS for non-certificated retirees and their beneficiaries.  For GASB 45 purposes, this plan is considered 
a cost-sharing, multiple-employer, defined benefit other postemployment benefit (OPEB) plan.  The 
Health Care Plan includes hospitalization and physicians’ fees through several types of plans including 
HMO’s, PPO’s, Medicare Advantage, and traditional indemnity plans as well as a prescription drug 
program. The financial report of the Plan is included in the SERS Comprehensive Annual Financial Report 
which can be obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Health care is financed through a combination of employer contributions and 
retiree premiums, copays and deductibles on covered health care expenses, investment returns, and any 
funds received as a result of SERS’ participation in Medicare programs. Active employee members do not 
contribute to the Health Care Plan.  Retirees and their beneficiaries are required to pay a health care 
premium that varies depending on the plan selected, the number of qualified years of service, Medicare 
eligibility and retirement status. 
 
 
 
 
 

1% Decrease

(6.75%)

Current 

Discount Rate

(7.75%)

1% Increase 

(8.75%)

School's Proportionate Share

  of the Net Pension Liability 6,977,755$          5,250,701$         3,793,829$         
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NOTE 12 - POSTEMPLOYMENT BENEFITS (continued) 
 
School Employees Retirement System (SERS) (continued) 
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required basic benefits, the Retirement Board 
allocates the remainder of the employer contribution of 14 percent of covered payroll to the Health Care 
Fund. For fiscal year 2017, SERS did not allocate any employer contributions to the Health Care fund.   In 
addition, employers pay a surcharge for employees earning less than an actuarially determined minimum 
compensation amount, pro-rated according to service credit earned. For fiscal year 2017, this amount was 
$23,500.  Statutes provide that no employer shall pay a health care surcharge greater than 2 percent of 
that employer’s SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the 
total statewide SERS-covered payroll for the health care surcharge. For fiscal year 2017, the School’s 
surcharge obligation was $126. 
 
For fiscal years 2016 and 2017, SERS did not allocate employer contributions to the Health Care fund.  The 
School’s contributions for health care for the fiscal year ended June 30, 2015, was $291. The full amount 
has been contributed for fiscal year 2015. 
 
State Teachers Retirement Systems (STRS) 

 
Plan Description – The School participates in the cost-sharing multiple-employer defined benefit Health 
Plan administered by the State Teachers Retirement System of Ohio (STRS) for eligible retirees who 
participated in the defined benefit or combined pension plans offered by STRS.  Ohio law authorizes STRS 
to offer this plan.  Benefits include hospitalization, physicians’ fees, prescription drugs and reimbursement 
of monthly Medicare Part B premiums.  The Plan is included in the report of STRS which can be obtained 
by visiting www.strsoh.org or by calling (888) 227-7877. 

 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS Ohio to offer the Plan and gives the 
Retirement Board authority over how much, if any, of the health care costs will be absorbed by STRS.  
Active employee members do not contribute to the Health Care Plan.  All benefit recipients, for the most 
recent year, pay a monthly premium.  Under Ohio law, funding for post-employment health care may be 
deducted from employer contributions.  For fiscal years 2017, 2016 and 2015, STRS did not allocate any 
employer contributions to post-employment health care; therefore, the School did not contribute to 
health care in the last three fiscal years. 

 
NOTE 13 - CONTINGENCIES  

 
Grant - The School received financial assistance from federal and state agencies in the form of grants.  
Amounts received from grantor agencies are subject to audit and adjustment by the grantor.  Any 
disallowed costs may require refunding to the grantor.  Amounts which may be disallowed, if any, are not 
presently determinable.  However, in the opinion of the School, any such adjustments will not have a 
material adverse effect on the financial position of the School.  
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NOTE 13 - CONTINGENCIES (continued) 
 
Litigation - There are currently no matters in litigation with the School as defendant. 
 
Full-time Equivalency - School foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  

 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE did not perform such a review on the School for fiscal year 2017.  

 
As of the date of this report, all ODE adjustments for fiscal year 2017 have been completed.  In addition, 
the School’s contracts with their Sponsor and Management Company require payment based on revenues 
received from the State. A reconciliation between payments previously made and the FTE adjustments 
has taken place with these contracts. 
 

NOTE 14 - SPONSOR CONTRACT 
 
The School contracted with Ohio Council of Community Schools as its sponsor and oversight services as 
required by law.  Sponsorship fees are calculated as a 2.25 percent of state funds received by the School 
from the State of Ohio. For the fiscal year ended June 30, 2017, the total sponsorship fees paid totaled 
$51,816.  
 

NOTE 15 - MANAGEMENT CONTRACT AND DEBT FORGIVENESS 
 
The School entered into an agreement with I CAN Schools, a local nonprofit management company, to 
provide legal, financial, and other management support services for fiscal year 2017. The agreement was 
for a period of five years beginning July 1, 2011. Management fees are calculated as 18% of the total 
revenues received from the State of Ohio. The total amount due from the School for the fiscal year ending 
June 30, 2017 was $562,812 and is included under “Purchased Services” on the Statement of Revenues, 
Expenses and Changes in Net Position. 
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NOTE 15 - MANAGEMENT CONTRACT AND DEBT FORGIVENESS (continued) 
 
The School terminated their management agreement with I CAN Schools on March 2, 2017 and entered 
into a new agreement with Accel Schools effective May 1, 2017 through June 30, 2027. Management fees 
are to be calculated as 18% of the total revenues received from the State of Ohio. $100,585 was accrued 
under this new agreement and included in Accounts Payable as of June 30, 2017. 
 
At the end of the fiscal year, I CAN Schools provided debt forgiveness in the amount of $45,018 and 
$40,297 from other vendors. This forgiveness was applied against open obligations of the School that 
were owed to I CAN Schools and other vendors.  
 

NOTE 16 - PURCHASED SERVICES 
 

For the period of July 1, 2016 through June 30, 2017, the School made the following purchased service’s 
commitments. 

      
Professional and Technical Services   $   880,174   
Property Services                260,082   
Utilities    40,538        
Communications    27,031         
Contractual Trade Services      159,061  
Pupil Transportation   249,478            

     $1,616,364     

      
 
NOTE 17 - LEASE OBLIGATIONS 
  

On April 29, 2010, the School renewed the operating lease with the Roman Catholic Diocese of Cleveland 
for space located at St. John Nepomucene Parish commencing on July 1, 2010.  The term of the lease is 
for a period of five years which renewed another 5 years.  Base rent expense for the fiscal year ended 
2017 was $165,628 and each year on the anniversary of the lease the rent shall automatically increase 3% 
of the current rental amount. Future lease obligations are as follows: 

 
FY2018 $     170,708  
FY2019      175,829  
FY2020      181,104  

Total $    527,641  
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2017 2016 2015 2014

School's Proportion of the Net Pension Liability 0.00319815% 0.00615509% 0.00568352% 0.00568352%

School's Proportionate Share of the Net Pension Liability 234,074$      351,215$      287,640$      337,981$      

School's Covered-Employee Payroll 55,007$       35,427$       33,656$       39,405$       

School's Proportionate Share of the Net Pension Liability 425.53% 991.44% 854.65% 857.66%

as a Percentage of its Covered-Employee Payroll

Plan Fiduciary Net Position as a Percentage of the 62.98% 69.16% 71.70% 65.52%

Total Pension Liability

  (1) Information prior to 2014 is not available

Amounts presented as of the School's measurement date which is the prior fiscal year end.

 
  
Notes: 
School Employees Retirement System (SERS) 

Changes of Benefit Terms: None. 
Changes of Assumptions: Amounts reported in 2017 reflect an adjustment of the rates of 
withdrawal, retirement and disability to more closely reflect actual experience and the expectation 
of retired life mortality was based on RP-2014 Blue Collar Mortality Tables and RP-2000 Disabled 
Mortality Table. The following reductions were also made to the actuarial assumptions: 

  
 . Discount rate from 7.75% to 7.50% 
 . Assumed rate of inflation from 3.25% to 3.00% 
 . Payroll growth assumption from 4.00% to 3.50% 
 . Assumed real wage growth from 0.75% to 0.50% 
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2017 2016 2015 2014

School's Proportion of the Net Pension Liability 0.01568637% 0.01030593% 0.00879655% 0.00879655%

School's Proportionate Share of the Net Pension Liability 5,250,701$   2,848,257$   2,139,626$   2,548,708$   

School's Covered-Employee Payroll 1,771,500$   1,532,471$   1,107,401$   902,929$      

School's Proportionate Share of the Net Pension Liability 296.40% 185.86% 193.21% 282.27%

as a Percentage of its Covered-Employee Payroll

Plan Fiduciary Net Position as a Percentage of the 66.80% 72.10% 74.70% 69.30%

Total Pension Liability

  (1) Information prior to 2014 is not available

Amounts presented as of the School's measurement date which is the prior fiscal year end.
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2017 2016 2015 2014 2013 2012 2011

Contractually Required Contribution 32,496$     7,701$      4,669$      4,665$      5,454$      6,046$      11,658$    

Contributions in Relation to the Contractually 

Required Contribution (32,496)$    (7,701)$     (4,669)$     (4,665)$     (5,454)$     (6,046)$     (11,658)$   

Contribution Deficiency (Excess) -$          -$         -$         -$         -$         -$         -$         

School's Covered-Employee Payroll 232,114$   55,007$    35,427$    33,656$    39,405$    44,953$    92,743$    

Contributions as a Percentage of

Covered-Employee Payroll 14.00% 14.00% 13.18% 13.86% 13.84% 13.45% 12.57%

(1) Information prior to 2011 is not available.
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2017 2016 2015 2014 2013 2012 2011

Contractually Required Contribution 144,358$    248,010$     214,546$     143,963$    117,381$    96,711$     83,110$     

Contributions in Relation to the Contractually 

Required Contribution (144,358)$   (248,010)$    (214,546)$    (143,963)$   (117,381)$   (96,711)$    (83,110)$    

Contribution Deficiency (Excess) -$           -$            -$            -$           -$           -$           -$           

School's Covered-Employee Payroll 1,031,129$ 1,771,500$  1,532,471$  1,107,401$ 902,929$    743,936$    639,308$    

Contributions as a Percentage of

Covered-Employee Payroll 14.00% 14.00% 14.00% 13.00% 13.00% 13.00% 13.00%

(1) Information prior to 2011 is not available.  
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February 21, 2018 
 
To the Board of Trustees  
Cleveland College Preparatory School 
4906 Fleet Avenue 
Cleveland, Ohio 44105 
 

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 
and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the Cleveland College 
Preparatory School, Cuyahoga County, Ohio (the “School”) as of and for the year ended June 30, 2017, 
and the related notes to the financial statements, which collectively comprise the School’s basic financial 
statements, and have issued our report thereon dated February 21, 2018. 
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School's internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate in 
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the School’s internal control. Accordingly, we 
do not express an opinion on the effectiveness of the School’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with 
governance.  
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified. 
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Cleveland College Preparatory School 
Independent Auditor’s Report on Internal Control over Financial Reporting and on  

Compliance and Other Matters Based on an Audit of Financial Statements  
Performed in Accordance with Government Auditing Standards 

Page 2 of 2 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 
results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 

 
 

 
Medina, Ohio 
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Board of Directors 
Cleveland Preparatory Academy 
4850 Pearl Road 
Cleveland, Ohio 44114 
 
 
We have reviewed the Independent Auditor’s Report of the Cleveland Preparatory Academy, 
Cuyahoga County, prepared by Rea & Associates, Inc., for the audit period July 1, 2018 through 
June 30, 2019.  Based upon this review, we have accepted these reports in lieu of the audit 
required by Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying 
financial statements and, accordingly, we are unable to express, and do not express an opinion on 
them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Cleveland Preparatory Academy is responsible 
for compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
January 27, 2020  
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December 24, 2019 
 
To the Board of Trustees 
Cleveland Preparatory Academy 
4850 Pearl Road 
Cleveland, Ohio 44114 

Independent Auditor's Report 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Cleveland Preparatory Academy, 
Cuyahoga County, Ohio, (the “Academy”) as of and for the year ended June 30, 2019, and the related 
notes to the financial statements, which collectively comprise the Academy’s basic financial statements as 
listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation 
and fair presentation of the financial statements in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s 
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Cleveland Preparatory Academy, Cuyahoga County, Ohio, as of June 30, 2019, 
and the changes in its financial position and its cash flows for the year then ended in accordance with 
accounting principles generally accepted in the United States of America. 
 
Emphasis of Matter 
 
The accompanying financial statements have been prepared assuming the Academy will continue as a going 
concern. As disclosed in Note 16 to the financial statements, the Academy has suffered recurring losses from 
operations and has a net position deficit of $2,164,341 that raises substantial doubt about its ability to continue 
as a going concern. This deficit net position includes the effect of the net pension liability, net OPEB 
asset/liability, and related accruals totaling $980,735. Note 16 describes management’s plan regarding these 
issues. The financial statements do not include any adjustments that might result from the outcome of this 
uncertainty. Our opinion is not modified with respect to this matter. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the Academy's Proportionate Share of the Net Pension Liability, 
Schedule of the Academy’s Contributions - Pension, Schedule of the Academy’s Proportionate Share of 
the Net OPEB Asset/Liability, and the Schedule of the Academy’s Contributions - OPEB as listed in the 
table of contents, be presented to supplement the basic financial statements. Such information, although 
not a part of the basic financial statements, is required by the Governmental Accounting Standards Board 
who considers it to be an essential part of financial reporting for placing the basic financial statements in 
an appropriate operational, economic, or historical context. We have applied certain limited procedures to 
the required supplementary information in accordance with auditing standards generally accepted in the 
United States of America, which consisted of inquiries of management about the methods of preparing the 
information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic 
financial statements. We do not express an opinion or provide any assurance on the information because 
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance. 
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Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated December 24, 
2019 on our consideration of the Academy’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the Academy’s internal control over financial reporting or on compliance. That report is 
an integral part of an audit performed in accordance with Government Auditing Standards in considering 
the Academy’s internal control over financial reporting and compliance. 

 

 
Medina, Ohio 
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The discussion and analysis of the Cleveland Preparatory Academy (formerly known as NEXUS Academy 
of  Cleveland),  (the  Academy)  financial  performance  provides  an  overall  review  of  the  Academy’s 
financial activities for the fiscal year ended June 30, 2019. The intent of this discussion and analysis is to 
look at the Academy’s’ financial performance as a whole; readers should also review the basic financial 
statements  and  notes  to  the  basic  financial  statements  to  enhance  their  understanding  of  the 
Academy’s financial performance.  

 
FINANCIAL HIGHLIGHTS 
 
Key Financial Highlights for the Academy for the 2018‐2019 fiscal year are as follows:  

 Total Assets increased $53,979. 

 Total Liabilities increased $233,588.   

 Total Net Position decreased $442,552.  

 Total Operating and Non‐Operating revenues were $1,541,984. Total Operating expenses were 
$1,984,536.  
 

USING THIS ANNUAL REPORT 
  
This  report  consists  of  three  parts:  the  basic  financial  statements,  notes  to  those  statements,  and 
Required Supplemental Information.  The basic financial statements include a Statement of Net Position, 
a Statement of Revenues, Expenses and Change in Net Position, and a Statement of Cash Flows.   

The  Statement  of  Net  Position  and  Statement  of  Revenues,  Expenses,  and  Changes  in  Net  Position 
reflect  how  the Academy did  financially  during  fiscal  year  2019.    These  statements  include all  assets, 
deferred outflows of resources,  liabilities, and deferred  inflows of resources using the accrual basis of 
accounting  similar  to  the accounting used by most private‐sector  companies. This basis of accounting 
includes all of the current year revenues and expenses regardless of when cash is received or paid.  
 
These  statements  report  the Academy’s  net  position  and  changes  in  net  position.  This  change  in  net 
position  is  important  because  it  tells  the  reader  whether  the  financial  position  of  the  Academy  has 
improved or diminished. The causes of  this change may be the result of many factors, some financial, 
some  not.  Non‐financial  factors  include  the  Academy’s’  student  enrollment,  per‐pupil  funding  as 
determined  by  the  State  of  Ohio,  change  in  technology,  required  educational  programs  and  other 
factors. 
 
The Academy uses enterprise presentation for all of its activities. 
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USING THIS ANNUAL REPORT (Continued) 
 
Table 1 provides a summary of the Academy’s net position for fiscal years 2018 and 2019.  
 

Assets

Current Assets  $                  92,073  $                100,723 

Noncurrent Assets                       62,629                                ‐ 

     Total Assets                    154,702                    100,723 

Deferred Outflows of Resources                    514,222                    668,510 

       

Liabilities      

Current Liabilities                 1,275,679                    827,265 

NonCurrent Liabilities                 1,127,555                 1,342,381 

      Total Liabilties                 2,403,234                 2,169,646 

Deferred Inflows of Resources                    430,031                    321,376 

Net Position

Unrestricted               (2,164,341)               (1,721,789)

      Total Net Position  $           (2,164,341)  $           (1,721,789)

 

Table 1

Statement of Net Position

2019 2018

 
Total  assets  increased  $53,979  primarily  due  to  the  addition  of  the  OPEB  Asset  per  the  GASB  75 
requirements.  Total  liabilities  increased  $233,588  due  to  an  increase  in  payables  owed  to  the 
management company at year end. 
 
The Academy has adopted GASB Statement 68, “Accounting and Financial Reporting  for Pensions—an 
Amendment of GASB Statement 27,” and GASB Statement 75, “Accounting and Financial Reporting for 
Postemployment  Benefits  Other  Than  Pensions,”  which  significantly  revises  accounting  for  costs  and 
liabilities  related  to  other  postemployment  benefits  (OPEB).    For  reasons  discussed below, many  end 
users  of  this  financial  statement  will  gain  a  clearer  understanding  of  the  Academy’s  actual  financial 
condition by adding deferred inflows related to pension and OPEB, the net pension liability and the net 
OPEB  liability  to  the  reported  net  position  and  subtracting  deferred  outflows  related  to  pension  and 
OPEB and net OPEB asset. 
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USING THIS ANNUAL REPORT (Continued) 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports  prepared  in  accordance  with  generally  accepted  accounting  principles.    Prior  accounting  for 
pensions  (GASB  27)  and  postemployment  benefits  (GASB  45)  focused  on  a  funding  approach.    This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OPEB asset/liability.  GASB 68 and 
GASB  75  take  an  earnings  approach  to  pension  and OPEB  accounting;  however,  the nature of Ohio’s 
statewide pension/OPEB plans and state law governing those systems requires additional explanation in 
order to properly understand the information presented in these statements. 
 
GASB  68  and GASB  75  require  the  net  pension  liability  and  the  net  OPEB  asset/liability  to  equal  the 
Academy’s proportionate share of each plan’s collective: 
 

1. Present  value  of  estimated  future  pension/OPEB  benefits  attributable  to  active  and  inactive 
employees’ past service  

2.  Minus plan assets available to pay these benefits 
 
GASB  notes  that  pension  and  OPEB  obligations,  whether  funded  or  unfunded,  are  part  of  the 
“employment  exchange”  –  that  is,  the  employee  is  trading  his  or  her  labor  in  exchange  for  wages, 
benefits, and the promise of a future pension and other postemployment benefits.  GASB noted that the 
unfunded  portion  of  this  promise  is  a  present  obligation  of  the  government,  part  of  a  bargained‐for 
benefit to the employee, and should accordingly be reported by the government as a liability since they 
received the benefit of the exchange.  However, the Academy is not responsible for certain key factors 
affecting the balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension 
benefits  with  the  employer.    Both  employer  and  employee  contribution  rates  are  capped  by  State 
statute.  A change in these caps requires action of both Houses of the General Assembly and approval of 
the Governor.  Benefit provisions are also determined by State statute.  The Ohio revised Code permits, 
but does not  require  the  retirement systems  to provide healthcare  to eligible benefit  recipients.   The 
retirement  systems may  allocate  a  portion  of  the  employer  contributions  to  provide  for  these  OPEB 
benefits. 
 
The  employee  enters  the  employment  exchange with  the  knowledge  that  the  employer’s  promise  is 
limited  not  by  contract  but  by  law.    The  employer  enters  the  exchange  also  knowing  that  there  is  a 
specific,  legal  limit  to  its  contribution  to  the  retirement  system.    In Ohio,  there  is  no  legal means  to 
enforce  the  unfunded  liability  of  the  pension/OPEB  plan  as  against  the  public  employer.    State  law 
operates  to mitigate/lessen  the moral obligation of  the public  employer  to  the employee, because all 
parties enter the employment exchange with notice as to the law.  The retirement system is responsible 
for the administration of the pension and OPEB plans 
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USING THIS ANNUAL REPORT (Continued) 
 
Most  long‐term liabilities have set repayment schedules or,  in the case of compensated absences (i.e. 
sick  and  vacation  leave),  are  satisfied  through  paid  time‐off  or  termination  payments.    There  is  no 
repayment  schedule  for  the net pension  liability or  the net OPEB asset/liability.   As  explained above, 
changes in benefits, contribution rates, and return on investments affect the balance of these liabilities 
but  are  outside  the  control  of  the  local  government.    In  the  event  that  contributions,  investment 
returns, and other changes are insufficient to keep up with required payments, State statute does not 
assign/identify the responsible party for the unfunded portion.  Due to the unique nature of how the net 
pension liability and the net OPEB liability are satisfied, these liabilities are separately identified within 
the long‐term liability section of the statement of net position. 
 
In accordance with GASB 68 and GASB 75,  the Academy’s statements prepared on an accrual basis of 
accounting  include  an  annual  pension  expense  and  an  annual  OPEB  expense  for  their  proportionate 
share  of  each  plan’s  change  in  net  pension  liability  and  net  OPEB  asset/liability,  respectively,  not 
accounted for as deferred inflows/outflows.  
 
There was a significant change in net pension/OPEB liability/asset for the Academy.  The fluctuations are 
due  to  changes  in  the  actuarial  liabilities/assets  and  related  accruals  that  are  passed  through  to  the 
Academy’s  financial  statement.    All  components  of  pension  and  OPEB  accruals  contribute  to  the 
fluctuations  in  deferred  outflows/inflows  and  net  pension/liabilities/asset  and  are  described  in more 
detail in their respective notes. 
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USING THIS ANNUAL REPORT (Continued) 
 
Statement  of  Revenues,  Expenses  and  Changes  in  Net  Position  ‐  Table  2  shows  the  changes  in  Net 
Position for fiscal year 2019 and 2018, as well as a listing of revenues and expenses.   This change in Net 
Position is important because it tells the reader that, for the Academy as a whole, the financial position 
of the Academy has improved or diminished. The cause of this may be the result of many factors, some 
financial, some not.   Non‐financial factors include the current laws in Ohio restricting revenue growth, 
facility conditions, required educational programs and other factors. Overall, the increase in Operating 
Revenues  was  a  result  of  more  students  being  enrolled  over  the  prior  year.  There  were  also 
corresponding  increases  across most  of  the  expense  categories  during  fiscal  year  2019  due  to more 
students needing  to be served and certain expenses being based on a percentage of  revenues, which 
overall were higher compared to the prior year.  
 

Operating Revenues

State Aid   $             1,280,878  $                904,073 

Other                            574                       11,963 

     Total Operating Revenues                 1,281,452                    916,036 

Operating Expenses    

Purchased Services (including pension/OPEB)                 1,872,084                 1,245,633 

Materials and Supplies                       43,104                    131,770 

Depreciation                                ‐                           2,747 

Other                       69,348                       25,860 

      Total Operating Expenses                 1,984,536                 1,406,010 

Operating (Loss)                   (703,084)                   (489,974)

Non‐Operating Revenues

Federal Grants                    260,532                    174,731 

      Total Revenues                    260,532                    174,731 

 

Change in Net Position (442,552)$               (315,243)$               

2019 2018
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USING THIS ANNUAL REPORT (Continued) 
 

CAPITAL ASSETS  
 
At fiscal year end, the Academy’s net capital asset balance was zero.   For more information on capital 
assets, see Note 5 of the Basic Financial Statements. 
 

DEBT 
 
As of June 30, 2019, the Academy did not have any outstanding debt obligations. 
 

CURRENT FINANCIAL ISSUES 
 
The Academy is a community School and is funded through the State of Ohio Foundation Program.  The 
Academy relies on this, as well as, State and Federal funds as its primary source of revenue.   In 2019 the 
State  raised  the  base  per  pupil  funding  to  $6,020,  which  is  up  from  $6,010  in  the  previous  year.  
Additionally, community schools  in Ohio will be allocated a small amount of  facilities  funding which  is 
also per pupil based.  This amount is projected to be $200 per pupil. 
 
The full‐time equivalent enrollment of the Academy for the year ended June 30, 2019 was 153 which is 
an increase compared to 2018 which had enrollment of 111.    
 
Overall, the Academy will continue to provide learning opportunities and apply resources to best meet 
the needs of students. 
 
CONTACTING THE ACADEMY’S FINANCIAL MANAGEMENT  
 
This  financial  report  is  designed  to  provide  our  citizen’s,  taxpayers,  investors  and  creditors  with  a 
general  overview  of  the  Academy’s  finances  and  to  demonstrate  accountability  for  the  money  it 
receives. If you have questions about this report or need additional information contact the Academy’s 
Fiscal Officer, C. David Massa, CPA, of Massa Financial Solutions, LLC, 4850 Pearl Road, Cleveland, Ohio 
44114.
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CLEVELAND PREPARATORY ACADEMY ‐ CUYAHOGA COUNTY, OHIO 

   
Statement of Net Position 

At June 30, 2019 

 

Assets:

Current Assets:

    Cash and Cash Equivalents 49,098$            

    Accounts Receivable  3,069

    Intergovernmental Receivable 12,877

    Other Assets 27,029

      Total Current Assets 92,073

Noncurrent Assets:

 Net  OPEB Asset 62,629

      Total Noncurrent Assets 62,629

Total Assets 154,702            

Deferred Outflows of Resources:

    Pension 462,000            

    OPEB 52,222               

 Total Deferred Outflows of Resources 514,222            

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 45,879               

    Accounts Payable, Related Party 1,229,800         

       Total Current Liabilities 1,275,679         

Noncurrent Liabilities:

  Net Pension Liability 1,037,846

  Net OPEB Liability 89,709

    Total Noncurrent Liabilities 1,127,555

       Total Liabilities 2,403,234

Deferred Inflows of Resources:

    Pension 277,860            

    OPEB 152,171            

 Total Deferred Inflows of Resources 430,031            

Net Position:

  Unrestricted Net Position (2,164,341)

  Total Net Position (2,164,341)$     

See Accompanying Notes to the Basic Financial Statements
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CLEVELAND PREPARATORY ACADEMY ‐ CUYAHOGA COUNTY, OHIO 

   
Statement of Revenues, 

Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2019 

 
 

Operating Revenues:

  State Aid 1,280,878$       

  Miscellaneous 574

    Total Operating Revenues 1,281,452

Operating Expenses:

  Purchased Services 1,872,084

  Supplies 43,104

  Other Operating Expenses 69,348

    Total Operating Expenses 1,984,536

      Operating Loss (703,084)

Non‐Operating Revenues:

  Federal and State Restricted Grants  260,532

    Net Non‐operating Revenues  260,532

Change in Net Position (442,552)           

Net Position Beginning of Year (1,721,789)        

Net Position End of Year (2,164,341)$     

See Accompanying Notes to the Basic Financial Statements
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CLEVELAND PREPARATORY ACADEMY ‐ CUYAHOGA COUNTY, OHIO 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2019 

 
 

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 1,300,627$     

Other Operating Receipts 574                   

Cash Payments to Suppliers for Goods and Services (1,578,028)      

Net Cash Used for Operating Activities (276,827)         

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Federal and State Grant Receipts 315,038           

Net Cash Provided By Noncapital Financing Activities 315,038           

Net Increase in Cash and Cash Equivalents 38,211             

Cash and Cash Equivalents ‐ Beginning of the Year 10,887             

Cash and Cash Equivalents ‐ Ending of the Year 49,098$           

See Accompanying Notes to the Basic Financial Statements

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

(Continued) 
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CLEVELAND PREPARATORY ACADEMY ‐ CUYAHOGA COUNTY, OHIO  
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2019 

(Continued) 
 

Operating Loss (703,084)$         

Adjustments to Reconcile Operating Loss to Net Cash Used For Operating Activities

Changes in Assets, Liabilities, and Deferred Inflows and Outflows of Resources:

(Increase)/ Decrease in Deferred Outflows 154,288            

Increase/ (Decrease) in Deferred Inflows 108,655            

Increase/ (Decrease) in Net Pension Liability (91,836)             

(Increase)/ Decrease in Other Assets (7,280)                

Increase/(Decrease) in Accounts Payable, Trade (665,866)           

Increase/(Decrease) in Accrued Expenses (49,949)             

Increase/(Decrease) in Accounts Payable , Related Party 1,164,229         

(Increase)/ Decrease in Receivables (365)                   

(Increase)/ Decrease in Net OPEB Asset (62,629)             

Increase/(Decrease) in Net OPEB Liability (122,990)           

Net Cash Used For Operating Activities (276,827)$         

See Accompanying Notes to the Basic Financial Statements
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NOTE 1 ‐ DESCRIPTION OF THE ENTITY 
 
The Cleveland Preparatory Academy (formerly known as NEXUS Academy of Cleveland), (the Academy) 
is  a  nonprofit  corporation  established  pursuant  to  Ohio  Revised  Code  Chapters  3314  and  1702.  The 
Academy's  mission  is  to  provide  top‐quality  personalized  education  for  students  and  their  families 
through  internet  or  computer‐based  learning  outside  of  the  traditional  classroom.  The  Academy will 
maintain a commitment to excellence in curriculum, instruction, accountability and communication and 
will  ensure  that  its  programs  follow  the  principles  of  parental  involvement,  individualized  instruction 
and high‐quality teaching. 
 
The  Academy  was  approved  for  operation  under  a  contract  with  The  Ohio  Council  of  Community 
Schools, the Sponsor.   The Sponsor  is responsible for evaluating the performance of the Academy and 
has the authority to deny renewal of the contract at its expiration. 
 
The Academy operates under the direction of a five‐member Board of Directors (the Board).  The Board 
of  Directors  may  not  be  fewer  than  five  members.  The  Board  is  responsible  for  carrying  out  the 
provisions of  the  contract which  include,  but  are not  limited  to,  state mandated provisions  regarding 
student  populations,  curriculum,  academic  goals,  performance  standards,  admissions  standards,  and 
qualifications of teachers.  The Board controls the Academy’s instructional and administrative staff. 
 
The  Academy  contracts  with  Accel  Schools  for  management  services  including  management  of 
personnel and human resources, the program of instruction, technology, marketing, data management, 
purchasing,  strategic  planning,  public  relations,  financial  reporting,  recruiting,  compliance  issues, 
budgets, contracts, and equipment and facilities. 
 

NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The  basic  financial  statements  of  the  Academy  have  been  prepared  in  conformity  with  generally 
accepted  accounting  principles  (GAAP)  as  applied  to  governmental  nonprofit  organizations.    The 
Governmental  Accounting  Standards  Board  (GASB)  is  the  standard‐setting  body  for  establishing 
governmental  accounting  and  financial  reporting  principles.    The  more  significant  of  the  Academy’s 
accounting policies are described below. 
 
Basis of Presentation ‐ The Academy’s basic financial statements consist of a Statement of Net Position, 
a  Statement  of  Revenues,  Expenses  and  Changes  in  Net  Position,  and  a  Statement  of  Cash  Flows. 
Enterprise  fund reporting  focuses on the determination of  the changes net position,  financial position 
and cash flows. 
 
The Governmental Accounting Standards Board requires the presentation of all  financial activity to be 
reported within one enterprise fund for year‐ending reporting purposes.  Enterprise accounting is used 
to  account  for  operations  that  are  financed  and  operated  in  a  manner  similar  to  private  business 
enterprise where  the  intent  is  that  the  cost  (expense) of providing goods and  services  to  the  general 
public on a continuing basis be financed or recovered primarily through user charges. 
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NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Measurement  Focus  and  Basis  of  Accounting  ‐  The  accounting  and  financial  reporting  treatment  is 
determined  by  measurement  focus.  Enterprise  accounting  uses  a  flow  of  economic  resources 
measurement  focus. Under  this measurement  focus,  all  assets,  all  deferred  outflows of  resources,  all 
liabilities,  and  all  deferred  inflows  of  resources  are  included  on  the  Statement  of  Net  Position.  The 
Statement of Revenues, Expenses and Changes  in Net Position presents  increases (e.g., revenues) and 
decreases (e.g., expenses) in total Net Position. 
 
Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported 
in  the  financial  statements.  The  accrual  of  accounting  is  used  for  reporting  purposes.    Revenues  are 
recognized when they are earned, and expenses are recognized when they are incurred.  
 

Budgetary  Process  ‐ Community  schools  are  statutorily  required  to  adopt  a  budget  by  Ohio  Revised 
Code 3314.032(C). However, unlike  traditional public schools  located  in  the State of Ohio, community 
schools are not required to follow the specific budgetary process and limits set forth in the Ohio Revised 
Code Chapter 5705, unless specifically provided in the contract between the Academy and its Sponsor. 
The  contract  between  the  Academy  and  its  Sponsor  does  not  require  the  Academy  to  follow  the 
provisions Ohio Revised  Code Chapter  5705;  therefore,  no budgetary  information  is  presented  in  the 
basic financial statements.  

         
Cash and Cash Equivalents ‐ Cash received by the Academy is reflected as “Cash and Cash Equivalents” 
on the Statement of Net Position.  The Academy did not have any investments during the period ended 
June 30, 2019. 
       
Estimates  ‐ The preparation of  financial statements  in conformity with accounting principles generally 
accepted  in  the United  States  of  America  requires management  to make  estimates  and  assumptions 
that affect  the amounts  reported  in  the  financial  statements and accompanying notes.   Actual  results 
may differ from these estimates. 
 
Capital  Assets  and  Depreciation  ‐  Capital  assets  are  capitalized  at  cost.    The  costs  of  additions  are 
capitalized and expenditures for repairs and maintenance are expensed when incurred.  Donated capital 
assets are recorded at their acquisition value as of the date received. When property is sold or retired, 
the related costs and accumulated depreciation are removed from the financial records and any gain or 
loss  is  included  in additions to or deductions  from Net Position. The net book value of  the Academy’s 
capital  assets  as  of  June  30,  2019  was  zero.  Depreciation  of  capital  assets  is  calculated  utilizing  the 
straight‐line method over the estimated useful lives of the assets which are as follows: 

  
Asset Class                                  Useful Life 
Furniture & Equipment                   5 years 

 
The  Academy’s  policy  for  asset  capitalization  threshold  is  $5,000.  Assets  or  certain  asset  groups  not 
meeting the capitalization threshold are not capitalized and are not included in the assets represented 
in the accompanying Statement of Net Position. 
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NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Intergovernmental  Revenues  ‐ The  Academy  currently  participates  in  the  State  Foundation  Program. 
Revenues received from this program are recognized as operating revenues in the accounting period in 
which all eligibility requirements have been met. 
 
Grants and entitlements are  recognized as non‐operating  revenues  in  the accounting period  in which 
eligibility requirements have been met. 
 
Eligibility  requirements  include  timing  requirements,  which  specify  the  year  when  the  resources  are 
required to be used or the fiscal year when use is first permitted, matching requirements, in which the 
Academy  must  provide  local  resources  to  be  used  for  a  specified  purpose,  and  expenditure 
requirements, in which the resources are provided to the Academy on a reimbursement basis. 
 
The  Academy  also  participates  in  various  federal  programs  passed  through  the  Ohio  Department  of 
Education. 
 
Under  the  above  programs  the  Academy  recorded  $1,280,878  this  fiscal  year  from  the  Foundation 
Program  and  Casino  Tax  Revenues.  $1,275,679  was  recognized  from  Federal  grants  and  other 
intergovernmental sources. 
 
Accrued Liabilities ‐ Obligations incurred but unpaid at June 30 are reported as accrued liabilities in the 
accompanying financial statements.  These liabilities consisted of Accounts Payable totaling $1,275,679 
at June 30, 2019. 
 
Exchange  and Non‐Exchange  Transactions  ‐ Revenue  resulting  from  exchange  transactions,  in which 
each  party  gives  and  receives  essentially  equal  value,  is  recorded  on  the  accrual  basis  when  the 
exchange takes place. Non‐exchange transactions, in which the Academy receives value without directly 
giving  equal  value  in  return,  include  grants,  entitlements  and  donations.    Revenue  from  grants, 
entitlements and donations is recognized in the fiscal year in which all eligibility requirements have been 
satisfied.    Eligibility  requirements  include  timing  requirements,  which  specify  the  year  when  the 
resources are required to be used or the fiscal year when use is first permitted, matching requirements, 
in which the Academy must provide local resources to be used for a specified purpose, and expenditures 
requirements, in which the resources are provided to the Academy on a reimbursement basis. 
 
Net Position  ‐ Net Position represents  the difference between assets, deferred outflows of  resources, 
liabilities,  and  deferred  inflows  of  resources.    Net  position  is  reported  as  restricted  when  there  are 
limitations imposed on their use through external restriction imposed by creditors, grantors, or laws and 
regulations  of  other  governments.    The  Academy  applies  restricted  resources  when  an  expense  is 
incurred for purposes for which both restricted and unrestricted net position are available. Net position 
invested  in  capital  assets  consist  of  capital  assets,  net  of  accumulated  depreciation,  reduced  by  the 
outstanding balances of any borrowings used for the acquisition, construction, or improvement of those 
assets. 
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NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Operating Revenues and Expenses ‐ Operating revenues are those revenues that are generated directly 
from the primary activities of the Academy.   For the Academy, these revenues are primarily the State 
Foundation program.   Operating expenses are necessary costs  incurred to provide the good or service 
that is the primary activity of the Academy.  All revenues and expenses not meeting this definition are 
reported as non‐operating.  There were no non‐operating expenses reported at June 30, 2019. 
 
Deferred Inflows and Deferred Outflows of Resources ‐ In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of  resources  represent  a  consumption of  net  position  that  applies  to  a  future period  and will  not  be 
recognized  as  an  outflow  of  resources  (expense/expenditure)  until  then.  For  the  Academy,  deferred 
outflows  of  resources  are  reported  on  the  statement  of  net  position  for  pension  and  OPEB.    The 
deferred outflows of resources related to pension and OPEB plans are explained in Note 8 and 9. 

 
In  addition  to  liabilities,  the  statements  of  financial  position  report  a  separate  section  for  deferred 
inflows of resources. Deferred inflows of resources represent an acquisition of net position that applies 
to  a  future  period  and  will  not  be  recognized  until  that  time.  For  the  Academy,  deferred  inflows  of 
resources  include  pension  and  OPEB.  These  amounts  are  deferred  and  recognized  as  an  inflow  of 
resources in the period the amounts become available.  Deferred inflows of resources related to pension 
and OPEB plans are reported on the statement of net position. (See Note 8 and 9) 
 

Pensions Other Postemployment Benefits (OPEB) 
 
For  purposes  of  measuring  the  net  pension/OPEB  asset/liability,  deferred  outflows  of  resources  and 
deferred inflows of resources related to pensions/OPEB, and pension/OPEB expense, information about 
the  fiduciary net position of  the pension/OPEB plans and additions  to/deductions  from their  fiduciary 
net positon have been determined on the same basis as they are reported by the pension/OPEB plan.  
For this purpose, benefit payments (including refunds of employee contributions) are recognized when 
due and payable in accordance with the benefit terms.  The pension/OPEB plans report investments at 
fair value. 

 
NOTE 3 ‐ CASH AND CASH EQUIVALENTS 
 
The Academy classifies deposits by category of risk as defined in GASB Statement No.3 “Deposits with 
Financial  Institutions,  Investments  (including  Repurchase  Agreements)  and  Reverse  Repurchase 
Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk Disclosures”. 
 
The Academy maintains its cash balances at Huntington Bank in Ohio. The balances are insured by the 
Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account. At June 30, 2019, 
the book amount of the Academy’s deposits was $49,098 and the bank balance was $53,132.  None of 
the bank balance was exposed to custodial credit risk.  
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NOTE 3 ‐ CASH AND CASH EQUIVALENTS (continued) 
 
The Academy had no deposit policy for custodial risk beyond the requirement of state statute.  Ohio law 
requires that deposits either be insured or be protected by eligible securities pledged to and deposited 
either with the Academy or a qualified trustee by the financial institution as security for repayment or by 
a collateral pool of eligible securities deposited with a qualified trustee to secure repayment of all public 
monies deposited in the financial institution whose market value shall be at least 105% of deposits being 
secured.  
 

NOTE 4 ‐ INTERGOVERNMENTAL RECEIVABLES 
 
The Academy has  receivables due  from  intergovernmental  sources  totaling $12,877 at  June 30, 2019. 
These receivables represented monies due from Federal programs, but not received as of June 30, 2019.  
All amounts due are expected to be collected within one year. 

 
NOTE 5 ‐ CAPITAL ASSETS  
 
For the period ending June 30, 2019, the Academy’s capital assets were fully depreciated and consisted 
of the following: 
 

Balance Balance

06/30/18 Additions Deletions 06/30/19

Capital Assets:

Furniture & Equipment 15,758$         ‐$                ‐$               15,758$            

Total Capital Assets 15,758          ‐                 ‐                15,758              

Less Accumulated Depreciation:

Furniture & Equipment (15,758)         ‐                 ‐                (15,758)             

Total Accumulated Depreciation (15,758)         ‐                 ‐                (15,758)             

Total Capital Assets, Net ‐$                ‐$                ‐$               ‐$                   

    NOTE 6 ‐ RISK MANAGEMENT 
 

Property & Liability ‐ The Academy is exposed to various risks of loss related to torts; theft of, damage 
to, and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  During 
the  fiscal  year  ending  June  30,  2019,  the  Academy  contracted  with  Cincinnati  Insurance  Group  for 
nonprofits  and  maintained  general  liability  insurance  with  a  $1,000,000  single  occurrence  limit  and 
$2,000,000  annual  aggregate  and  an  umbrella  policy  aggregate  coverage  of  $10,000,000.  There  have 
been no reductions in coverage of settlements from the prior year, and there have been no settlements 
in excess of coverage amounts over the prior three years.    
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NOTE 7 ‐ LONG‐TERM OBLIGATIONS 
 

The changes in the Academy’s long‐term obligations during fiscal year 2019 were as follows: 

 
NOTE 8 ‐ DEFINED BENEFIT PENSIONS PLANS 

   
Net Pension Liability 
 
The net pension  liability reported on the statement of net position represents a  liability  to employees 
for  pensions.  Pensions  are  a  component  of  exchange  transactions—between  an  employer  and  its 
employees—of salaries and benefits for employee services.  Pensions are provided to an employee—on 
a  deferred‐payment  basis—as  part  of  the  total  compensation  package  offered  by  an  employer  for 
employee services each financial period.  The obligation to sacrifice resources for pensions is a present 
obligation because it was created as a result of employment exchanges that already have occurred. 

 
The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long‐
term  variables,  including  estimated  average  life  expectancies,  earnings  on  investments,  cost  of  living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   

 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy  cannot  control  benefit  terms  or  the manner  in which  pensions  are  financed;  however,  the 
Academy  does  receive  the  benefit  of  employees’  services  in  exchange  for  compensation  including 
pension.  

 
GASB 68  assumes  the  liability  is  solely  the obligation of  the  employer,  because  (1)  they benefit  from 
employee  services;  and  (2)  State  statute  requires  all  funding  to  come  from  these  employers.    All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of  withholdings  from  employees).    State  statute  requires  the  pension  plans  to  amortize  unfunded 
liabilities within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must 
propose corrective action to the State legislature.  Any resulting legislative change to benefits or funding 
could  significantly  affect  the  net  pension  liability.    Resulting  adjustments  to  the  net  pension  liability 
would be effective when the changes are legally enforceable. 

 Balance 

6/30/2018 Additions Reductions

Balance 

6/30/2019

Post Employment Liability:

Net Pension Liability 1,129,682$             ‐$                          (91,836)$                 1,037,846$            

Net OPEB Liability 212,699                   ‐                            (122,990)                 89,709                    

Total Post Employment Liability 1,342,381               ‐                            (214,826)                 1,127,555              

Total Long‐Term Obligations 1,342,381$             ‐$                          (214,826)$               1,127,555$            
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NOTE 8 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
   

Net Pension Liability – continued  
 
The  proportionate  share  of  each  plan’s  unfunded  benefits  is  presented  as  a  long‐term  net  pension 
liability  on  the  accrual  basis  of  accounting.    Any  liability  for  the  contractually‐required  pension 
contribution outstanding at the end of the year is included in accounts payable on the accrual basis of 
accounting.   

 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Plan  Description  –  Academy  non‐teaching  employees  participate  in  SERS,  a  statewide,  cost‐sharing 
multiple‐employer  defined  benefit  pension  plan  administered  by  SERS.    SERS  provides  retirement, 
disability and survivor benefits  to plan members and beneficiaries.   Authority  to establish and amend 
benefits  is provided by Ohio Revised Code Chapter 3309.   SERS issues a publicly available, stand‐alone 
financial  report  that  includes  financial  statements,  required  supplementary  information  and  detailed 
information about SERS’ fiduciary net position.  That report can be obtained by visiting the SERS website 
at www.ohsers.org under Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 
  

Eligible to Retire before Eligible to Retire on or after

August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or

Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.  
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the  Academy  is  required  to  contribute  14  percent  of  annual  covered  payroll.    The  contribution 
requirements  of  plan  members  and  employers  are  established  and  may  be  amended  by  the  SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent 
for  employers.    The  Retirement  Board,  acting with  the  advice  of  the  actuary,  allocates  the  employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare 
B Fund, and Health Care Fund).  For the fiscal year ended June 30, 2019, the allocation to pension, death 
benefits, and Medicare B was 13.5 percent.  SERS allocated 0.5 percent of employer contributions to the 
Health Care Fund for fiscal year 2019. 
 
The Academy’s contractually required contribution to SERS was $13,626 for fiscal year 2019.  
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NOTE 8 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description  – Academy  licensed  teachers and other  faculty members participate  in  STRS Ohio,  a 
cost‐sharing  multiple‐employer  public  employee  retirement  system  administered  by  STRS.    STRS 
provides retirement and disability benefits to members and death and survivor benefits to beneficiaries.  
STRS  issues  a  stand‐alone  financial  report  that  includes  financial  statements,  required  supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215‐3771, by calling (888) 227‐7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New  members  have  a  choice  of  three  retirement  plans;  a  Defined  Benefit  (DB)  Plan,  a  Defined 
Contribution  (DC) Plan and a Combined Plan.   Benefits are established by Ohio Revised Code Chapter 
3307. For the DB Plan, from August 1, 2015–July 1, 2017, any member could retire with reduced benefits 
who had (1) five years of service credit and age 60; (2) 26 years of service credit and age 55; or (3) 30 
years of service credit regardless of age. Effective August 1, 2017–July 1, 2019, any member may retire 
with reduced benefits who has (1) five years of service credit and age 60; (2) 27 years of service credit 
and  age  55;  or  (3)  30  years  of  service  credit  regardless  of  age.  Eligibility  changes will  continue  to  be 
phased in through August 1, 2026, when retirement eligibility for unreduced benefits will be five years 
of service credit and age 65, or 35 years of service credit and at least age 60. Retirement eligibility for 
reduced benefits will be five years of service credit and age 60, or 30 years of service credit regardless of 
age. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.    The  remaining 4.5 percent of  the 14 percent employer  rate  is  allocated  to  the defined 
benefit unfunded liability.   Effective July 1, 2017, employer contributions of 9.53 percent are placed in 
the investment accounts and the remaining 4.47 percent of the 14 percent employer rate is allocated to 
the defined benefit unfunded liability. A member is eligible to receive a retirement benefit at age 50 and 
termination of employment.    The member may elect  to  receive a  lifetime monthly annuity or a  lump 
sum withdrawal.   
 
The  Combined  Plan  offers  features  of  both  the  DB  Plan  and  the  DC  Plan.  In  the  Combined  Plan,  12 
percent of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to 
the DB Plan.  In the Combined Plan, member contributions are allocated among investment choices by 
the member,  and  employer  contributions  are  used  to  fund  a  defined  benefit  payment.  A member’s 
defined benefit  is determined by multiplying one percent of  the member’s  final average salary by  the 
member’s years of service credit. The defined benefit portion of the Combined Plan payment is payable 
to a member on or after age 60 with five years of service. The DC portion of the account may be taken as 
a lump sum or converted to a lifetime monthly annuity at age 50 and termination of employment. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or  
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NOTE 8 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description ‐ State Teachers Retirement System (STRS) – continued  
 
transfer to another STRS plan.  The optional annuitization of a member’s defined contribution account 
or the defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in  
 
STRS bearing the risk of investment gain or loss on the account.   STRS has therefore included all three 
plan options as one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with  five or more years of credited service who  is determined to be 
disabled  may  qualify  for  a  disability  benefit.    Eligible  survivors  of  members  who  die  before  service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten  years  of  qualifying  service  credit  to  apply  for  disability  benefits.    Members  in  the  DC  Plan  who 
become disabled are entitled only  to  their  account balance.    If  a member of  the DC Plan dies before 
retirement  benefits  begin,  the  member’s  designated  beneficiary  is  entitled  to  receive  the  member’s 
account balance.  
 
Funding  Policy  –  Employer  and  member  contribution  rates  are  established  by  the  State  Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30,  2019,  plan members were  required  to  contribute  14  percent  of  their  annual  covered  salary.  The 
Academy was  required  to  contribute 14 percent;  the entire 14 percent was  the portion used  to  fund 
pension obligations.  The fiscal year 2019 contribution rates were equal to the statutory maximum rates. 

 
The Academy’s contractually required contribution to STRS was $82,516 for fiscal year 2019. 
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
 
The  net  pension  liability  was  measured  as  of  June  30,  2018,  and  the  total  pension  liability  used  to 
calculate the net pension liability was determined by an independent actuarial valuation as of that date. 
The Academy's employer allocation percentage of the net pension liability was based on the employer’s 
share of employer contributions  in the pension plan relative to the total employer contributions of all 
participating  employers.  Following  is  information  related  to  the  proportionate  share  and  pension 
expense:

SERS STRS Total

Proportion of the Net Pension Liability

  Prior Measurement Date 0.00186650% 0.00428606%

Proportion of the Net Pension Liability

  Current Measurement Date 0.00315810% 0.00389752%

Change in Proportionate Share 0.00129160% -0.00038854%

Proportionate Share of the Net Pension

  Liability 180,869               856,977               1,037,846            

Pension Expense 41,122                 175,888               217,010                
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NOTE 8 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due 
to the difference between projected and actual investment earnings, differences between expected and 
actual  actuarial  experience,  changes  in  assumptions  and  changes  in  the Academy’s  proportion of  the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense  over  current  and  future  periods.  The  difference  between  projected  and  actual  investment 
earnings is recognized in pension expense using a straight‐line method over a five year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining  service  lives  of  all  members  (both  active  and  inactive)  using  the  straight‐line  method. 
Employer contributions to the pension plan subsequent to the measurement date are also required to 
be reported as a deferred outflow of resources.  
 
At  June  30,  2019  the  Academy  reported  deferred  outflows  of  resources  and  deferred  inflows  of 
resources related to pensions from the following sources:  
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NOTE 8 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 9,921                   19,781                 29,702                 

Changes of assumptions 4,084                   151,873               155,957               

Net difference between projected and

  actual earnings on pension plan investments -                       -                       -                       

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 59,378                 120,821               180,199               

Academy contributions subsequent to the 

  measurement date 13,626                 82,516                 96,142                 

Total Deferred Outflows of Resources 87,009                 374,991               462,000               

-                       -                       

Deferred Inflows of Resources

Differences between expected and

  actual experience -                       5,596                   5,596                   

Changes of assumptions -                       -                       -                       

Net difference between projected and

  actual earnings on pension plan investments 5,012                   51,966                 56,978                 

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 450                      214,836               215,286               

Total Deferred Inflows of Resources 5,462                   272,398               277,860               

 
 
$96,142  reported  as  deferred  outflows  of  resources  related  to  pension  resulting  from  Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability  in  the  fiscal  year  ending  June  30,  2020.    Other  amounts  reported  as  deferred  outflows  of 
resources and deferred inflows of resources related to pension will be recognized in pension expense as 
follows:  
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NOTE 8 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 

SERS STRS Total

Fiscal Year Ending June 30:

2020 53,197                 107,126                160,323               

2021 22,196                 265                       22,461                 

2022 (5,935)                  (61,731)                 (67,666)                

2023 (1,537)                  (25,583)                 (27,120)                

-                       

-                                             -                       

Total 67,921                 20,077                  87,998                 

 
 
Actuarial Assumptions ‐ SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 
67,  as  part  of  their  annual  actuarial  valuation  for  each  defined  benefit  retirement  plan.    Actuarial 
valuations of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited 
service)  and  assumptions  about  the  probability  of  occurrence  of  events  far  into  the  future  (e.g., 
mortality,  disabilities,  retirements,  employment  terminations).    Actuarially  determined  amounts  are 
subject  to  continual  review  and  potential  modifications,  as  actual  results  are  compared  with  past 
expectations and new estimates are made about the future. 
 
Projections of benefits  for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and  the historical pattern of  sharing benefit  costs between  the employers and plan 
members  to  that point.  The projection of benefits  for  financial  reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long‐term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the  benefits,  if  any,  paid  to  the  employee  after  termination  of  employment  until  the  death  of  the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key  methods  and  assumptions  used  in  calculating  the  total  pension  liability  in  the  latest  actuarial 
valuation, prepared as of June 30, 2018, are presented below: 
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NOTE 8 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS – continued  
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)
COLA or Ad Hoc COLA 2.50 percent, on and after April 1, 2018, COLA's for future retirees 

will be delayed for three years following commencement  
 
For post‐retirement mortality,  the  table used  in evaluating allowances  to be paid  is  the RP‐2014 Blue 
Collar Mortality Table with  fully generational projection and Scale BB, with 120 percent of male  rates 
and 110 percent of female rates used. The RP‐2000 Disabled Mortality Table with 90 percent for male 
rates  and  100  percent  for  female  rates  set  back  five  years  is  used  for  the  period  after  disability 
retirement.  
 
The  long‐term  return  expectation  for  the  Pension  Plan  Investments  has  been  determined  by  using  a 
building‐block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A  forecasted  rate  of  inflation  serves  as  the  baseline  for  the  return  expectation.    Various  real  return 
premiums over  the baseline  inflation  rate have been established  for  each asset  class.    The  long‐term 
expected nominal rate of return has been determined by calculating an arithmetic weighted average of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the  expected  return  from  rebalancing  uncorrelated  asset  classes.  The  asset  allocation,  as  used  in  the 
June 30, 2015 five‐year experience study, is summarized as follows: 
 

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return

 
 
Discount  Rate  Total  pension  liability  was  calculated  using  the  discount  rate  of  7.50  percent.  The 
projection of cash flows used to determine the discount rate assumed that employers would contribute 
the  actuarially  determined  contribution  rate  of  projected  compensation  over  the  remaining  26‐year 
amortization  period  of  the  unfunded  actuarial  accrued  liability.  Projected  inflows  from  investment 
earnings were calculated using the long‐term assumed investment rate of return (7.50 percent). Based 
on those assumptions, the plan’s fiduciary net position was projected to be available to make all future 
benefit payments of current plan members. Therefore, the long‐term expected rate of return on  
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NOTE 8 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS – continued  
 
pension plan investments was applied to all periods of projected benefits to determine the total pension 
liability.  
 
Sensitivity  of  the  Academy's  Proportionate  Share  of  the  Net  Pension  Liability  to  Changes  in  the 
Discount  Rate  Net  pension  liability  is  sensitive  to  changes  in  the  discount  rate,  and  to  illustrate  the 
potential  impact  the  following  table  presents  the  Academy’s  proportionate  share  of  the  net  pension 
liability calculated using the discount rate of 7.50 percent, as well as what the Academy’s net pension 
liability would be  if  it were  calculated using  a discount  rate  that  is  one percentage point  lower  (6.50 
percent), or one percentage point higher (8.50 percent) than the current rate. 

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

Academy's proportionate share

  of the net pension liability $254,769 $180,869 $118,911  
 
Actuarial Assumptions ‐ STRS 
 
The  total  pension  liability  in  the  July  1,  2018  actuarial  valuation was  determined  using  the  following 
actuarial assumptions, applied to all periods included in the measurement:  
 

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Projected Payroll Growth 3.00 percent
Cost-of-Living Adjustments 0.00 percent  

 
Post‐retirement  mortality  rates  are  based  on  RP‐2014  Annuitant  Mortality  Table  with  50  percent  of 
rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 
and  84,  and  100  percent  of  rates  thereafter,  projected  forward  generationally  using  mortality 
improvement scale MP‐2016; pre‐retirement mortality rates are based on RP‐2014 Employee Mortality 
Table, projected forward generationally using mortality improvement scale MP‐2016. 
 
The  actuarial  assumptions  used  in  the  July  1,  2018  valuation,  were  adopted  by  the  board  from  the 
results of an actuarial experience study for July 1, 2011, through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the  target allocation adopted by  the Retirement Board. The  target allocation and  long‐term expected 
rate of return for each major asset class are summarized as follows:  
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NOTE 8 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – STRS – continued  
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.  Over  a  30‐year  period,  STRS’  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2018. The projection of cash flows used to determine the discount rate assumes that employer and 
member contributions will be made at statutory contribution rates of 14 percent each. For this purpose, 
only  employer  contributions  that  are  intended  to  fund  benefits  of  current  plan  members  and  their 
beneficiaries are included. Based on those assumptions, STRS’ fiduciary net position was projected to be 
available to make all projected future benefit payments to current plan members as of June 30, 2018. 
Therefore,  the  long‐term  expected  rate  of  return  on  pension  plan  investments  of  7.45  percent  was 
applied to all periods of projected benefit payments to determine the total pension liability as of June 
30, 2018. 
 
Sensitivity  of  the  Academy's  Proportionate  Share  of  the  Net  Pension  Liability  to  Changes  in  the 
Discount  Rate  The  following  table  presents  the  Academy's  proportionate  share  of  the  net  pension 
liability  as  of  June  30,  2018,  calculated  using  the  current  period  discount  rate  assumption  of  7.45 
percent, as well as what  the Academy's proportionate share of  the net pension  liability would be  if  it 
were  calculated  using  a  discount  rate  that  is  one‐percentage‐point  lower  (6.45  percent)  or  one‐
percentage‐point higher (8.45 percent) than the current assumption:  

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share

  of the net pension liability $1,251,502 $856,977 $523,065  
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NOTE 9 ‐ DEFINED BENEFIT OPEB PLANS 
 
Net OPEB Asset/Liability 

 
The net OPEB asset/liability reported on the statement of net position represents an asset or liability to 
employees  for  OPEB.  OPEB  is  a  component  of  exchange  transactions‐–between  an  employer  and  its 
employees—of salaries and benefits for employee services.   OPEB are provided to an employee—on a 
deferred‐payment  basis—as  part  of  the  total  compensation  package  offered  by  an  employer  for 
employee  services  each  financial  period.    The  obligation  to  sacrifice  resources  for  OPEB  is  a  present 
obligation because it was created as a result of employment exchanges that already have occurred. 

 
The  net  OPEB  asset/liability  represents  the  Academy’s  proportionate  share  of  each  OPEB  plan’s 
collective actuarial present value of projected benefit payments attributable to past periods of service, 
net of each OPEB plan’s fiduciary net position.  The net OPEB asset/liability calculation is dependent on 
critical long‐term variables, including estimated average life expectancies, earnings on investments, cost 
of living adjustments and others.  While these estimates use the best information available, unknowable 
future events require adjusting these estimates annually.   

 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy  cannot  control  benefit  terms  or  the  manner  in  which  OPEB  are  financed;  however,  the 
Academy does receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the asset/liability is solely that of the employer, because they benefit from employee 
services.   OPEB contributions come from these employers and health care plan enrollees, which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio Revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
to benefits or funding could significantly affect the net OPEB asset/liability. Resulting adjustments to the 
net OPEB asset/liability would be effective when  the  changes  are  legally  enforceable.  The  retirement 
systems may allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net OPEB asset/ 
liability on the accrual basis of accounting.  Any liability for the contractually‐required OPEB contribution 
outstanding at the end of the year is included in accounts payable on the accrual basis of accounting.   

 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Health Care Plan Description ‐ The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non‐certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered 
a cost‐sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the death of a member or retiree, are eligible for SERS’ health care coverage.  
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NOTE 9 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Plan Description ‐ School Employees Retirement System (SERS) – continued  
 
Most retirees and dependents choosing SERS’ health care coverage are over the age of 65 and therefore 
enrolled in a fully insured Medicare Advantage plan; however, SERS maintains a traditional, self‐insured 
preferred provider organization for its non‐Medicare retiree population. For both groups, SERS offers a 
self‐insured  prescription  drug  program.  Health  care  is  a  benefit  that  is  permitted,  not mandated,  by 
statute.  The financial report of the Plan is included in the SERS Comprehensive Annual Financial Report 
which can be obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio  Revised  Code.  The  Health  Care  Fund  was  established  and  is  administered  in  accordance  with 
Internal  Revenue  Code  Section  105(e).  SERS’  Retirement  Board  reserves  the  right  to  change  or 
discontinue any health plan or program. Active employee members do not contribute to the Health Care 
Plan.  The SERS Retirement Board established the rules for the premiums paid by the retirees for health 
care coverage for themselves and their dependents or for their surviving beneficiaries.  Premiums vary 
depending on the plan selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding  Policy  ‐  State  statute  permits  SERS  to  fund  the  health  care  benefits  through  employer 
contributions.    Each  year,  after  the  allocation  for  statutorily  required  pensions  and  benefits,  the 
Retirement Board may allocate  the  remainder of  the employer  contribution of 14 percent of  covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2019, 0.5 percent 
of  covered  payroll  was  made  to  health  care.  An  additional  health  care  surcharge  on  employers  is 
collected  for employees earning  less  than an actuarially determined minimum compensation amount, 
pro‐rated  if  less  than  a  full  year  of  service  credit was  earned.  For  fiscal  year  2019,  this  amount was 
$21,600. Statutes provide that no employer shall pay a health care surcharge greater than 2.0 percent of 
that employer’s SERS‐covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the 
total statewide SERS‐covered payroll for the health care surcharge.  For fiscal year 2019, the Academy’s 
surcharge obligation was $1,770.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The Academy’s contractually required contribution to SERS 
was $2,275 for fiscal year 2019.     
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan  Description  –  The  State  Teachers  Retirement  System  of  Ohio  (STRS)  administers  a  cost‐sharing 
Health  Plan  administered  for  eligible  retirees  who  participated  in  the  defined  benefit  or  combined 
pension  plans  offered  by  STRS.    Ohio  law  authorizes  STRS  to  offer  this  plan.    Benefits  include 
hospitalization, physicians’ fees, prescription drugs and partial reimbursement of monthly Medicare Part 
B premiums.  Medicare Part B premium reimbursements will be discontinued effective January 1, 2020.  
The Plan is included in the report of STRS which can be obtained by visiting www.strsoh.org or by calling 
(888) 227‐7877. 
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NOTE 9 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Plan Description ‐ State Teachers Retirement System (STRS) – continued  
 
Funding  Policy  –  Ohio  Revised  Code  Chapter  3307  authorizes  STRS  to  offer  the  Plan  and  gives  the 
Retirement  Board  discretionary  authority  over  how  much,  if  any,  of  the  health  care  costs  will  be 
absorbed by  STRS.    Active  employee members  do not  contribute  to  the Health Care  Plan.   Nearly  all 
health care plan enrollees, for the most recent year, pay a portion of the health care costs in the form of 
a monthly premium.  Under Ohio law, funding for post‐employment health care may be deducted from 
employer  contributions,  currently  14  percent  of  covered  payroll.    For  the  fiscal  year  ended  June  30, 
2019, STRS did not allocate any employer contributions to post‐employment health care.   
 
OPEB Assets/Liabilities, OPEB Expense, and Deferred Outflows/Inflows of Resources Related to OPEB  
 
The net OPEB asset/liability was measured as of June 30, 2018, and the total OPEB asset/liability used to 
calculate  the  net  OPEB  asset/liability  was  determined  by  an  actuarial  valuation  as  of  that  date.  The 
Academy's proportion of the net OPEB asset/liability was based on the Academy's share of contributions 
to the respective retirement systems relative to the contributions of all participating entities.  Following 
is information related to the proportionate share and OPEB expense: 

 

SERS STRS Total

Proportion of the Net OPEB Liability

  Prior Measurement Date 0.00169440% 0.00428606%

Proportion of the Net OPEB Liability/asset

  Current Measurement Date 0.00323360% 0.00389752%

Change in Proportionate Share 0.00153920% -0.00038854%

Proportionate Share of the Net OPEB

  Liability/(asset) 89,709                 (62,629)                27,080                 

OPEB Expense 11,843                 (144,948)              (133,105)               
 
At  June  30,  2019,  the  Academy  reported  deferred  outflows  of  resources  and  deferred  inflows  of 
resources related to OPEB from the following sources:  
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NOTE 9 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 1,464$                 7,315$                 8,779$                 

Changes of assumptions -                       -                       -                       

Net difference between projected and

  actual earnings on OPEB plan investments -                       -                       -                       

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 41,168                 -                       41,168                 

Academy contributions subsequent to the 

  measurement date 2,275                   -                       2,275                   

Total Deferred Outflows of Resources 44,907$               7,315$                 52,222$               

-                       -                       

Deferred Inflows of Resources

Differences between expected and

  actual experience -$                     3,649$                 3,649$                 

Changes of assumptions 8,059                   85,336                 93,395                 

Net difference between projected and

  actual earnings on OPEB plan investments 134                      7,155                   7,289                   

Changes in proportion and differences

    between contributions and proportionate

    share of contributions -                       47,838                 47,838                 

Total Deferred Inflows of Resources 8,193$                 143,978$             152,171$             

 
$2,275  reported  as  deferred  outflows  of  resources  related  to  OPEB  resulting  from  Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net OPEB 
liability  in the year ending  June 30, 2020.   Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to OPEB will be recognized in OPEB expense as follows:  
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NOTE 9 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 

SERS STRS Total

Fiscal Year Ending June 30:

2020 5,316                          (25,010)                       (19,694)                       

2021 5,683                          (25,010)                       (19,327)                       

2022 6,837                          (25,010)                       (18,173)                       

2023 6,897                          (27,999)                       (21,102)                       

2024 6,886                          (20,506)                       (13,620)                       

Thereafter 2,820                          (13,128)                       (10,308)                       

Total 34,439                        (136,663)                     (102,224)                     

 
 
Actuarial Assumptions ‐ SERS 
 
The  total  OPEB  liability  was  determined  by  an  actuarial  valuation  as  of  June  30,  2018.  The  actuarial 
assumptions used in the valuation are based on results from the most recent actuarial experience study, 
which  covered  the  five‐year  period  ending  June  30,  2015.  The  experience  study  report  is  dated April 
2016. The total OPEB liability used the following assumptions and other inputs: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Municipal Bond Index Rate

Measurement Date 3.62 percent
Prior Measurement Date 3.56 percent

Single Equivalent Interest Rate
Measurement Date 3.70 percent, net of plan investment expense, including price inflation
Prior Measurement Date 3.63 percent, net of plan investment expense, including price inflation

Health Care Cost Trend Rate
Medicare 5.375 percent - 4.75 percent
Pre-Medicare 7.25 percent - 4.75 percent  

 
Mortality rates were based on the RP‐2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of  female rates. RP‐2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The long‐term expected rate of return on plan factors are considered in evaluating the long‐term rate of 
return assumption including long‐term historical data, estimates inherent in current market data, and a 
long‐normal distribution analysis  in which best‐estimate ranges of expected future real rates of return 
were developed by the investment consultant for each major asset class. These ranges were combined 
to produce the long‐term expected rate of return, 7.50 percent, by weighting the expected future real  
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NOTE 9 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – SERS – continued  
 
rates of return by the target asset allocation percentage and then adding expected inflation. The capital 
market  assumptions  developed  by  the  investment  consultant  are  intended  for  use  over  a  10‐year 
horizon and may not be useful  in setting the long‐term rate of return for funding pension plans which 
covers  a  longer  timeframe.  The  assumption  is  intended  to  be  a  long‐term  assumption  and  is  not 
expected  to  change  absent  a  significant  change  in  the  asset  allocation,  a  change  in  the  inflation 
assumption, or a fundamental change in the market that alters expected returns in future years. 
 
The  target  asset  allocation and best  estimates of  arithmetic  real  rates of  return  for  each major  asset 
class, as used in the June 30, 2015 five‐year experience study, are summarized as follows: 
 

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return

 
Discount  Rate  The  discount  rate  used  to measure  the  total  OPEB  liability  at  June  30,  2018 was  3.70 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2018 was 3.63 percent. 
The projection of  cash  flows used  to  determine  the discount  rate  assumed  that  contributions will  be 
made  from members  and  the  System  at  the  contribution  rate  of  2.00  percent  of  projected  covered 
payroll  each  year, which  includes  a  1.50  percent  payroll  surcharge  and  0.50  percent  of  contributions 
from the basic benefits plan. Based on  these assumptions,  the OPEB plan’s  fiduciary net position was 
projected to become insufficient to make future benefit payments during the fiscal year ending June 30, 
2026. Therefore, the long‐term expected rate of return on OPEB plan assets was used to present value 
the projected benefit payments  through the  fiscal year ending  June 30, 2025 and the Fidelity General 
Obligation 20‐year Municipal Bond Index rate of 3.62 percent, as of June 30, 2018 (i.e., municipal bond 
rate),  was  used  to  present  value  the  projected  benefit  payments  for  the  remaining  years  in  the 
projection.  The  total  present  value  of  projected  benefit  payments  from  all  years  was  then  used  to 
determine the single rate of return that was used as the discount rate. The projection of future benefit 
payments for all current plan members was until the benefit payments ran out. 
 
Sensitivity of the Academy's Proportionate Share of the Net OPEB Liability to Changes in the Discount 
Rate and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in 
the discount rate and the health care cost trend rate. The following table presents the net OPEB liability 
and what the net OPEB liability would be if it were calculated using a discount rate that is  
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NOTE 9 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – SERS – continued  
 
one  percentage  point  lower  (2.70  percent)  and  higher  (4.70  percent)  than  the  current  discount  rate 
(3.70 percent). Also shown is what the net OPEB liability would be based on health care cost trend rates 
that  are  one  percent  lower  (6.25  percent  decreasing  to  3.75  percent)  and  one  percent  higher  (8.25 
percent decreasing to 5.75 percent) than the current rate. 

           

Current

1% Decrease Discount Rate 1% Increase

(2.70%) (3.70%) (4.70%)

Academy's proportionate share

  of the net OPEB liability $108,855 $89,709 $74,549  
Current

1% Decrease Trend Rate 1% Increase

(6.25 % decreasing (7.25 % decreasing (8.25 % decreasing

to 3.75%) to 4.75%) to 5.75%)

Academy's proportionate share

  of the net OPEB liability $72,379 $89,709 $112,657  
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2018, actuarial valuation are presented below:   

 

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Health Care Cost Trend Rates -5.23 percent to 9.62 percent, initial, 4.00 percent ultimate  

 
Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 
For  healthy  retirees  the mortality  rates  are  based  on  the  RP‐2014 Annuitant Mortality  Table with  50 
percent  of  rates  through  age  69,  70  percent  of  rates  between  ages  70  and  79,  90  percent  of  rates 
between ages 80 and 84, and 100 percent of  rates  thereafter, projected  forward generationally using 
mortality improvement scale MP‐2016. For disabled retirees, mortality rates are based on the RP‐2014 
Disabled  Mortality  Table  with  90  percent  of  rates  for  males  and  100  percent  of  rates  for  females, 
projected forward generationally using mortality improvement scale MP‐2016. 
 
Actuarial  assumptions  used  in  the  June  30,  2018,  valuation  are  based  on  the  results  of  an  actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
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NOTE 9 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – STRS – continued  
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.   The target allocation and  long‐term expected 
rate of return for each major asset class are summarized as follows:  
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.    Over  a  30‐year  period,  STRS'  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total OPEB asset/liability was 7.45 percent as of 
June  30,  2018.  The  projection  of  cash  flows  used  to  determine  the  discount  rate  assumed  STRS 
continues to allocate no employer contributions to the health care fund. Based on those assumptions, 
the OPEB plan’s fiduciary net position was projected to be available to make all projected future benefit 
payments  to  current  plan  members  as  of  June  30,  2018.  Therefore,  the  long‐term  expected  rate  of 
return on health care plan investments of 7.45 percent was applied to all periods of projected benefit 
payments to determine the total OPEB liability as of June 30, 2018.  
 
Sensitivity  of  the Academy’s  Proportionate  Share of  the Net OPEB Asset/Liability  to  Changes  in  the 
Discount and Health Care Cost Trend Rate The following table represents the net OPEB asset/liability as 
of June 30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well 
as what  the  net  OPEB  asset/liability  would  be  if  it  were  calculated  using  a  discount  rate  that  is  one 
percentage point  lower (6.45 percent) or one percentage point higher  (8.45 percent) than the current 
assumption. Also shown is the net OPEB liability as of June 30, 2018, calculated using health care cost 
trend rates that are one percentage point lower or one percentage point higher than the current health 
care cost trend rates. 
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NOTE 9 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – STRS – continued  

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share

  of the net OPEB asset $53,679 $62,629 $70,151  
Current

1% Decrease Trend Rate 1% Increase

Academy's proportionate share

  of the net OPEB asset $69,727 $62,629 $55,421  
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NOTE 10 ‐ CONTINGENCIES  

 
Grants ‐ The Academy received financial assistance from federal and state agencies in the form of grants.  
Amounts  received  from  grantor  agencies  are  subject  to  audit  and  adjustment  by  the  grantor.    Any 
disallowed costs may require refunding to the grantor.  Amounts which may be disallowed, if any, are not 
presently determinable.  However, in the opinion of the Academy, any such adjustments will not have a 
material adverse effect on the financial position of the Academy.  

 
Litigation ‐ There are currently no matters in litigation with the Academy as defendant. 

 
Full‐time Equivalency  ‐ School  foundation  funding  is based on  the annualized  full‐time equivalent  (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for  Foundation  funding  purposes.   Community  schools  must  provide  documentation  that  clearly 
demonstrates  students  have  participated  in  learning  opportunities.  The Ohio Department  of  Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  

 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result  in an additional adjustment to the enrollment  information as well as claw backs of 
Foundation  funding  due  to  a  lack  of  evidence  to  support  student  participation  and  other  matters  of 
noncompliance. ODE did not perform a review on the Academy for fiscal year 2019.  

 
As of the date of this report, all ODE adjustments have been completed.  
 
In addition, the School’s contract with their Sponsor and management company require payment based 
on revenues received from the State.  As discussed above, all ODE adjustments through fiscal year 2019 
have been completed. A reconciliation between payments previously made and the FTE adjustments has 
taken place with these contracts.  
 

NOTE 11 ‐ SPONSOR CONTRACT 
 

The Academy contracted with Ohio Council of Community Schools as its sponsor and oversight services as 
required by law.  Sponsorship fees are calculated as a two percent of state funds received by the Academy 
from the State of Ohio. For the fiscal year ended June 30, 2019, the total sponsorship fees paid totaled 
$23,516.  

 
NOTE 12 ‐ MANAGEMENT CONTRACT 

 
For  fiscal  year  2019  the  Academy  entered  into  an  agreement with  Accel  Schools  Ohio,  LLC  to  provide 
management  support  services.  The  agreement  is  for  a  period  of  five  years  beginning  July  1,  2017  and 
ending on  June 30, 2022. The agreement may be automatically  renewed for another  five‐year period  if 
neither party terminates per the terms of the contract. Management fees are calculated as 12.5% of the 
total revenues received from State sources. The total amount due from the Academy for the fiscal year  
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NOTE 12 ‐ MANAGEMENT CONTRACT (Continued) 
ending  June  30,  2019, was  $154,673  and  is  included under  “Purchased  Services”  on  the  Statements  of 
Revenues, Expenses, and Changes in Net Position.   

 
Also, per the management agreement there are expenses that will be billed to the Academy based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of Accel employees working 
in at the Academy and other costs related to providing education and administrative services. The total 
amount billed during fiscal year 2019 was $1,153,538. 
 
For the periods ended June 30, 2019, Accel Schools Ohio, LLC, incurred the following expenses on behalf 
of the Academy: 
 

 Cleveland Preparatory Academy 

 Regular Instruction
(1100 Function Codes) 

 Special Instruction
(1200 Function Codes) 

 Support Services
(2000 Function Codes) 

 Total 

                                1,100                                 1,200                                 2,000 
Direct Expenses: 
Salaries & Wages (100 Object Codes) 526,045                           76,393                             174,150                           776,588             
Employees’ Benefits (200 Object Codes) 75,252                             25,042                             23,881                             124,174             
Professional & Technical Services (410 Object Codes) 202,442                           202,442             
Supplies (510 Object Codes) 652                                  14,983                             15,635               
Other Direct Costs (All Other Object Codes) (15)                                   8,597                               8,582                 
Total Direct Expenses 601,934                           101,434                           424,053                           1,127,422          
  
Indirect Expenses:  
Overhead 130,447                           130,447             
  
Total Expenses 601,934                           101,434                           554,500                           1,257,869           

 
Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro‐rated based on 
full time equivalent (FTE) head count as of June 30, 2019 by each school it manages.  
 

NOTE 13 ‐ PURCHASED SERVICES 
 

For the period of July 1, 2018 through June 30, 2019, the Academy made the following purchased services 
commitments. 
 

Purchased Services Amount
Personnel Services 999,974$         
Professional Services 421,127           
Property Services 263,562

    Utilities 43,014
Travel & Meetings 2,130
Communications 40,324
Contractual Trade 77,413
Pupil Transportation 24,540

Total $1,872,084
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NOTE 14 ‐ LEASE OBLIGATIONS 
   
On July 1, 2017, the Academy signed a lease with Lumen Pearl Realty, LLC under which future base rent 
payments  to  the  landlord will  be  calculated as  12.5% of  State Aid  (defined as  the  State base per  pupil 
allocation  for each  student enrolled on an FTE basis)  received by  the Academy  from the State of Ohio.   
This lease is for a term of ten years and is set to expire on June 30, 2027. The total rent expense for fiscal 
year 2019 was $170,376. 

 
NOTE 15 – IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES  
 
For  the  fiscal  year  ended  June  30,  2019,  the  Academy  has  implemented  Governmental  Accounting 
Standards Board (GASB) Statement No. 83, Certain Asset Retirement Obligations and GASB Statement No. 
88, Certain Disclosures Related to Debt, including Direct Borrowings and Direct Placements. 
 
GASB  Statement No.  83  establishes  criteria  for  determining  the  timing  and  pattern  of  recognition  of  a 
liability  and  a  corresponding  deferred  outflow  of  resources  for  asset  retirement  obligations.  The 
implementation  of  GASB  Statement  No.  83  did  not  have  an  effect  on  the  financial  statements  of  the 
Academy. 
 
GASB Statement No. 88 establishes additional financial statement note disclosure requirements related to 
debt obligations of governments, including direct borrowings and direct placements. These changes were 
incorporated  in  the  School’s  fiscal  year  2019  financial  statements;  however,  there  was  no  effect  on 
beginning net position. 

 
NOTE 16 ‐ MANAGEMENT PLAN 
 
For fiscal year 2019, the Academy had a net position deficit of $(2,164,341) which includes the impact of 
net  pension/OPEB  asset/liabilities  and  related  accruals.  The  Academy’s  net  deficit  in  fiscal  year  2019 
decreased from the $(1,721,789) net deficit in fiscal 2018. Enrollment increased in fiscal year 2019 to 153, 
up  from  111  in  fiscal  year  2018.    The  Academy’s  ability  to  maintain  a  stable  administrative  and 
instructional team along with active advertising via print, radio, mailings and through referrals of current 
parents is anticipated to help produce the likelihood of future enrollment growth leading to surpluses and 
provide an opportunity for the academy to recover from its prior deficits. 
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2019 2018 2017 2016 2015 2014
Academy's Proportion of the Net Pension

Liability 0.0031581% 0.0018665% 0.0015463% 0.0009502% 0.001195% 0.001195%

Academy's Proportionate Share of the Net
Pension Liability 180,869$        111,519$        113,175$        54,219$          60,478$          134,859$        

Academy's Covered Payroll 113,126$        62,586$          51,393$          28,604$          35,072$          22,536$          

Academy's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 159.88% 178.19% 220.22% 189.55% 172.44% 598.41%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 71.36% 69.50% 62.98% 69.16% 71.70% 65.52%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net Pension Liability

School Employees Retirement System of Ohio
Last Six Fiscal Years (1)
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2019 2018 2017 2016 2015 2014
Acacdemy's Proportion of the Net Pension

Liability 0.00389752% 0.00428606% 0.00517589% 0.00485697% 0.00340923% 0.00340923%

Academy's Proportionate Share of the Net
Pension Liability 856,977$          1,018,163$        1,732,526$        1,342,324$        829,243$          677,164$          

Academy's Covered Payroll 443,086$          471,200$          577,714$          506,743$          375,123$          243,969$          

Academy's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 193.41% 216.08% 299.89% 264.89% 221.06% 277.56%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 77.31% 75.29% 66.80% 72.10% 74.70% 69.30%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net Pension Liability

State Teachers Retirement System of Ohio
Last Six Fiscal Years (1)
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2019 2018 2017 2016 2015 2014 2013

Contractually Required Contribution 13,626$          15,272$          8,762$            7,195$            3,770$            4,861$            3,119$            

Contributions in Relation to the 
Contractually Required Contribution (13,626)           (15,272)           (8,762)            (7,195)            (3,770)            (4,861)            (3,119)            

Contribution Deficiency (Excess) -                 -                 -                 -                 -                 -                 -                 

Academy Covered Payroll 100,933$        113,126$        62,586$          51,393$          28,604$          35,072$          22,536$          

Contributions as a Percentage of
Covered Payroll 13.50% 13.50% 14.00% 14.00% 13.18% 13.86% 13.84%

(1) Information prior to 2013 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - Pension
School Employees Retirement System of Ohio

Last Seven Fiscal Years (1)
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2019 2018 2017 2016 2015 2014 2013

Contractually Required Contribution 82,516$            62,032$            65,968$            80,880$            70,944$            48,766$            31,716$            

Contributions in Relation to the 
Contractually Required Contribution (82,516)            (62,032)            (65,968)            (80,880)            (70,944)            (48,766)            (31,716)             

Contribution Deficiency (Excess) -$                 -$                 -$                 -$                 -$                 -$                 -$                 

Academy Covered Payroll 589,400$          443,086$          471,200$          577,714$          506,743$          375,123$          243,969$          

Contributions as a Percentage of
Covered Payroll 14.00% 14.00% 14.00% 14.00% 14.00% 13.00% 13.00%

(1) Information prior to 2013 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - Pension

State Teachers Retirement System of Ohio
Last Seven Fiscal Years 
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2019 2018 2017
Academy's Proportion of the Net OPEB

Liability 0.0032336% 0.0016944% 0.0014017%

Academy's Proportionate Share of the Net
OPEB Liability 89,709$          45,473$          427,799$        

Academy's Covered Payroll 113,126$        62,586$          51,393$          

Academy's Proportionate Share of the Net
OPEB Liability as a Percentage
of its Covered Payroll 79.30% 72.66% 832.41%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability 13.57% 12.46% 11.49%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net OPEB Liability

School Employees Retirement System of Ohio
Last Three Fiscal Years (1)
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2019 2018 2017
Academy's Proportion of the Net OPEB

Liability/Asset 0.00389752% 0.00428606% 0.00517589%

Academy's Proportionate Share of the Net
OPEB Liability/(Asset) (62,629)$           167,226$          276,808$          

Academy's Covered Payroll 443,086$          471,200$          577,714$          

Academy's Proportionate Share of the Net
OPEB Liability/Asset as a Percentage
of its Covered Payroll -14.13% 35.49% 47.91%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability/Asset 176.00% 47.11% 37.30%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net OPEB Asset/Liability

State Teachers Retirement System of Ohio
Last Three Fiscal Years (1)
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2019 2018 2017 2016 2015 2014 2013

Contractually Required Contribution (2) 2,275$            2,445$            1,102$            479$              235$          49$                36$                

Contributions in Relation to the 
Contractually Required Contribution (2,275)            (2,445)            (1,102)            (479)               (235)          (49)                 (36)                 

Contribution Deficiency (Excess) -                 -                 -                 -                 -            -                 -                 

Academy Covered Payroll 100,933$        113,126$        62,586$          51,393$          28,604$      35,072$          22,536$          

OPEB Contributions as a Percentage of
Covered Payroll (2) 2.25% 2.16% 1.76% 0.93% 0.82% 0.14% 0.16%

(1) Information prior to 2013 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

(2) Includes Surcharge

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - OPEB

School Employees Retirement System of Ohio
Last Seven Fiscal Years (1)
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2019 2018 2017 2016 2015 2014 2013

Contractually Required Contribution -$                     -$                     -$                 -$                 -$                 3,751$              2,440$              

Contributions in Relation to the 
Contractually Required Contribution -                      -                      -                  -                  -                  (3,751)              (2,440)              

Contribution Deficiency (Excess) -$                     -$                     -$                 -$                 -$                 -$                 -$                 

Academy Covered Payroll 589,400$              443,086$              471,200$          577,714$          506,743$          375,123$          243,969$          

Contributions as a Percentage of
Covered Payroll 0.00% 0.00% 0.00% 0.00% 0.00% 1.00% 1.00%

(1) Information prior to 2013 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - OPEB
State Teachers Retirement System of Ohio

Last Seven Fiscal Years (1)
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NOTE 1 ‐ NET PENSION LIABILITY 
 
Changes in Assumptions ‐ SERS 

 

For fiscal year 2017, the SERS Board adopted the following assumption changes: 

 Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent 

 Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent 

 Assumed real wage growth was reduced from 0.75 percent to 0.50 percent 

 Rates of withdrawal, retirement and disability were updated to reflect recent experience. 

 Mortality among active members was updated to RP‐2014 Blue Collar Mortality Table with fully 

generational projection and a five year age set‐back for both males and females. 

 Mortality among service retired members, and beneficiaries was updated to RP‐2014 Blue Collar 

Mortality Table with fully generational projection with Scale BB, 120 percent of male rates, and 

110 percent of female rates. 

 Mortality among disabled members was updated to RP‐2000 Disabled Mortality Table, 90 

percent for male rates and 100 percent for female rates, set back five years is used for the 

period after disability retirement.   

 

Changes in Benefit Terms ‐ SERS 

For fiscal year 2018, the cost‐of‐living adjustment was changed from a fixed 3.00 percent to a cost‐of‐
living adjustment  that  is  indexed  to CPI‐W not greater  than 2.50 percent with a  floor of  zero percent 
beginning January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has 
enacted a three‐year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in Assumptions – STRS 
 
For  fiscal  year  2018,  the  Retirement Board  approved  several  changes  to  the  actuarial  assumptions  in 
2017.  The  long  term  expected  rate  of  return  was  reduced  from  7.75  percent  to  7.45  percent,  the 
inflation assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was 
lowered  to  3.00  percent,  and  total  salary  increases  rate  was  lowered  by  decreasing  the  merit 
component  of  the  individual  salary  increases,  in  addition  to  a  decrease of  0.25 percent  due  to  lower 
inflation. The healthy and disabled mortality assumptions were updated to the RP‐2014 mortality tables 
with  generational  improvement  scale MP‐2016.  Rates  of  retirement,  termination  and  disability  were 
modified to better reflect anticipated future experience. 
 

Changes in Benefit Terms ‐ STRS 

 

For fiscal year 2018, the cost‐of‐living adjustment (COLA) was reduced to zero.  
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NOTE 2 ‐ NET OPEB LIABILITY 
 
Changes in Assumptions – SERS 
 
Amounts  reported  for  fiscal  year  2019  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 3.56 percent to 3.62 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased  from  3.63  percent  to  3.70  percent.  The  health  care  cost  trend  assumptions  changed  as 
follows:  
 
Pre‐Medicare 
   Fiscal year 2018   7.50 percent initially, decreasing to 4.00 percent 

Fiscal year 2019 7.25 percent initially, decreasing to 4.75 percent 
Medicare 
  Fiscal year 2018   5.50 percent initially, decreasing to 5.00 percent 

Fiscal year 2019 5.375 percent initially, decreasing to 4.75 percent 
 

Amounts  reported  for  fiscal  year  2018  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 2.92 percent to 3.56 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased from 2.98 percent to 3.63 percent. 
 
Changes in Benefit Terms ‐ SERS 

There have been no changes to the benefit provisions. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2019, the discount rate was increased from the blended rate of 4.13 percent to the long‐
term expected rate of return of 7.45 percent. Valuation year per capita health care costs were updated. 
Health care cost trend rates ranged from 6.00 percent to 11 percent initially and a 4.50 percent ultimate 
rate for fiscal year 2018 and changed for fiscal year 2019 to a range of  ‐5.20 percent to 9.60 percent, 
initially and a 4.00 ultimate rate. 
 
For  fiscal  year  2018,  the  blended  discount  rate  was  increased  from  3.26  percent  to  4.13  percent. 
Valuation  year  per  capita  health  care  costs  were  updated,  and  the  salary  scale  was  modified.  The 
percentage  of  future  retirees  electing  each  option  was  updated  based  on  current  data  and  the 
percentage of future disabled retirees and terminated vested participants electing health coverage were 
decreased. The assumed mortality, disability, retirement, withdrawal and future health care cost trend 
rates were modified along with the portion of rebated prescription drug costs. 
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NOTE 2 ‐ NET OPEB LIABILITY (Continued) 
 
Changes in Benefit Terms – STRS 
 
For fiscal year 2019, the subsidy multiplier for non‐Medicare benefit recipients was increased from 1.9 
percent to 1.944 percent per year of service effective January 1, 2019. The non‐Medicare frozen subsidy 
base  premium  was  increased  effective  January  1,  2019  and  all  remaining Medicare  Part  B  premium 
reimbursements will be discontinued beginning January 1, 2020. 
 
For  fiscal  year 2018,  the  subsidy multiplier  for non‐Medicare benefit  recipients was  reduced  from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. This was subsequently extended, see above paragraph.  
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December 24, 2019 
 
To the Board of Trustees 
Cleveland Preparatory Academy 
4850 Pearl Road 
Cleveland, Ohio 44114 
 

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 
and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the Cleveland 
Preparatory Academy, Cuyahoga County, Ohio (the “Academy”) as of and for the year ended June 30, 
2019, and the related notes to the financial statements, which collectively comprise the Academy’s basic 
financial statements, and have issued our report thereon dated December 24, 2019, in which we noted the 
Academy has suffered recurring losses from operations and has a net position deficit of $2,164,341, 
including the net effect of net pension liability, net OPEB asset/liability and related accruals totaling 
$980,735, that raises substantial doubt about its ability to continue as a going concern.  
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the Academy's internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate in 
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the Academy’s internal control. Accordingly, we 
do not express an opinion on the effectiveness of the Academy’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with 
governance.  
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified. 
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Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Academy's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 
results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 

 
 

 
Medina, Ohio 
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INDEPENDENT AUDITOR’S REPORT  
 

 
 
Nexus Academy of Cleveland 
Cuyahoga County 
4850 Pearl Road 
Cleveland, Ohio 44114 
 
 
To the Board of Directors: 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the  Nexus Academy of Cleveland, Cuyahoga 
County, Ohio (the Academy), as of and for the year ended June 30, 2017, and the related notes to the 
financial statements, which collectively comprise the Academy’s basic financial statements as listed in the 
table of contents.   
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for preparing and fairly presenting these financial statements in accordance 
with accounting principles generally accepted in the United States of America; this includes designing, 
implementing, and maintaining internal control relevant to preparing and fairly presenting financial 
statements that are free from material misstatement, whether due to fraud or error. 
 
Auditor's Responsibility 
 
Our responsibility is to opine on these financial statements based on our audit.  We audited in accordance 
with auditing standards generally accepted in the United States of America and the financial audit 
standards in the Comptroller General of the United States’ Government Auditing Standards.  Those 
standards require us to plan and perform the audit to reasonably assure the financial statements are free 
from material misstatement. 
 
An audit requires obtaining evidence about financial statement amounts and disclosures.  The procedures 
selected depend on our judgment, including assessing the risks of material financial statement 
misstatement, whether due to fraud or error.  In assessing those risks, we consider internal control 
relevant to the Academy’s preparation and fair presentation of the financial statements in order to design 
audit procedures that are appropriate in the circumstances, but not to the extent needed to opine on the 
effectiveness of the Academy’s internal control.  Accordingly, we express no such opinion.  An audit also 
includes evaluating the appropriateness of management’s accounting policies and the reasonableness of 
their significant accounting estimates, as well as our evaluation of the overall financial statement 
presentation. 
 
We believe the audit evidence we obtained is sufficient and appropriate to support our audit opinion. 
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Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the  Nexus Academy of Cleveland, Cuyahoga County as of June 30, 2017, and the 
changes in its financial position and its cash flows for the year then ended in accordance with the 
accounting principles generally accepted in the United States of America.  
 
Emphasis of Matter 
 
As discussed in Note 13 to the financial statements, the Academy has suffered losses from operations.  
Note 13 describe Management’s plans regarding this matter.  The financial statements do not include any 
adjustments that might result from the outcome of this uncertainly.  In addition, as Note 17 describes the 
Academy’s name has changed to Cleveland Preparatory Academy. These matters do not affect our 
opinion on these financial statements. 
 
Other Matters 
 
Required Supplementary Information  
 
Accounting principles generally accepted in the United States of America require this presentation to 
include management’s discussion and analysis, and schedules of net pension liabilities and pension 
contributions listed in the table of contents, to supplement the basic financial statements. Although this 
information is not part of the basic financial statements, the Governmental Accounting Standards Board 
considers it essential for placing the basic financial statements in an appropriate operational, economic, 
or historical context. We applied certain limited procedures to the required supplementary information in 
accordance with auditing standards generally accepted in the United States of America, consisting of 
inquiries of management about the methods of preparing the information and comparing the information 
for consistency with management’s responses to our inquiries to the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not opine or provide any 
assurance on the information because the limited procedures do not provide us with sufficient evidence to 
opine or provide any other assurance.  
 
Other Reporting Required by Government Auditing Standards  
 
In accordance with Government Auditing Standards, we have also issued our report dated April 20, 2018 
on our consideration of the Academy’s internal control over financial reporting and our tests of its 
compliance with certain provisions of laws, regulations, contracts and grant agreements and other 
matters.  That report describes the scope of our internal control testing over financial reporting and 
compliance, and the results of that testing, and does not opine on internal control over financial reporting 
or on compliance.  That report is an integral part of an audit performed in accordance with Government 
Auditing Standards in considering the Academy’s internal control over financial reporting and compliance.  
 
 
 
 
 
 
 
Dave Yost  
Auditor of State 
Columbus, Ohio  
 
April 20, 2018 
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CUYAHOGA COUNTY
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for the fiscal year ending June 30, 2017
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The discussion and analysis of the financial performance of the Nexus Academy of Cleveland, 
Cuyahoga County, Ohio (the Academy), provides an overview of the Academy’s financial 
activities for the fiscal year ended June 30, 2017.  The intent of this discussion and analysis is to 
look at the Academy’s financial performance as a whole; readers should also review the notes to 
the basic financial statements and financial statements to enhance their understanding of the 
Academy’s financial performance.

Financial Highlights

 Total assets and deferred outflows of resources were $1,050,042.

 Total liabilities and deferred inflows of resources were $2,138,083.

 Total net position was ($1,088,041).

USING THIS ANNUAL REPORT

This annual report consists of a series of financial statements.  These statements are organized so 
the reader can understand the financial position of the Academy.  Enterprise accounting uses a 
flow of economic resources measurement focus.  With this measurement focus, all assets and 
deferred outflows and all liabilities and deferred inflows are included on the Statement of Net 
Position.  The Statement of Net Position represents the basic statement of position for the 
Academy.  The Statement of Revenues, Expenses, and Change in Net Position presents increases 
(e.g., revenues) and decreases (e.g., expenses) in total net position.  The Statement of Cash Flows 
reflects how the Academy finances and meets its cash flow needs.  Finally, the notes to the basic 
financial statements provide additional information that is essential to a full understanding of the 
data provided on the basic financial statements.

REPORTING THE ACADEMY AS A WHOLE

The view of the Academy as a whole looks at all financial transactions and asks, “How did we do 
financially during 2017?”  The Statement of Net Position and the Statement of Revenues, 
Expenses, and Change in Net Position answer this question.  These statements include all assets
and deferred outflows and liabilities and deferred inflows using the accrual basis of accounting 
similar to the accounting used by most private-sector companies.  This basis of accounting 
considers all of the current year’s revenues and expenses regardless of when cash is received or 
paid.

These two statements report the Academy’s net position and change in net position.  This change 
in net position is important because it tells the reader that, for the Academy as a whole, the financial 
position of the Academy has improved or diminished.  The cause of this may be the result of many 
factors, some financial, some not.  Non-financial factors include the current laws in Ohio 
restricting revenue growth, facility conditions, required educational programs and other factors.
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FINANCIAL ANALYSIS

The Academy is not required to present government-wide financial statements as the Academy is 
engaged in only business-type activities.  Therefore, no condensed financial information derived 
from government-wide financial statements is included in the discussion and analysis.

The following tables represent the Academy’s condensed financial information derived from the 
Statement of Net Position and the Statement of Revenues, Expenses, and Change in Net Position.

Table 1 provides a summary of the Academy’s net position for fiscal years 2017 and 2016.

Table 1
Net Position

2017 2016
Assets
Current assets $      292,264 $      368,978 
Non-current assets 2,746 5,898 
Total assets 295,010 374,876 

Deferred Outflows of Resources 755,032 625,309 

Liabilities
Current liabilities 285,010 365,313 
Long Term Liabilities 1,845,701 1,396,543 

Total Liabilities 2,130,711 1,761,856 
Deferred Inflows of Resources 7,372 61,815 

Net Position
Net Investment in capital assets 2,746 5,898 
Unrestricted (1,090,787) (829,384)
Total Net Position $  (1,088,041) $     (823,486)

Long-term liabilities increased $449,158, due primarily to the increase in the net pension liability. 

Under the standards required by GASB 68, the net pension liability equals the Academy’s 
proportionate share of each plan’s collective:

1. Present value of estimated future pension benefits attributable to active and inactive 
employees’ past service 

2. Minus plan assets available to pay these benefits
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GASB notes that pension obligations, whether funded or unfunded, are part of the “employment 
exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, and 
the promise of a future pension.  GASB noted that the unfunded portion of this pension promise is 
a present obligation of the government, part of a bargained-for benefit to the employee, and should 
accordingly be reported by the government as a liability since they received the benefit of the 
exchange.  However, the Academy is not responsible for certain key factors affecting the balance 
of this liability.  In Ohio, the employee shares the obligation of funding pension benefits with the 
employer.  Both employer and employee contribution rates are capped by State statute.  A change 
in these caps requires action of both Houses of the General Assembly and approval of the 
Governor.  Benefit provisions are also determined by State statute.  The employee enters the 
employment exchange with the knowledge that the employer’s promise is limited not by contract 
but by law.  The employer enters the exchange also knowing that there is a specific, legal limit to 
its contribution to the pension system.  In Ohio, there is no legal means to enforce the unfunded 
liability of the pension system as against the public employer.  State law operates to mitigate/lessen 
the moral obligation of the public employer to the employee, because all parties enter the 
employment exchange with notice as to the law.  The pension system is responsible for the 
administration of the plan. 

Most long-term liabilities have set repayment schedules or, in the case of compensated absences 
(i.e. sick and vacation leave), are satisfied through paid time-off or termination payments.  There 
is no repayment schedule for the net pension liability.  As explained above, changes in pension 
benefits, contribution rates, and return on investments affect the balance of the net pension liability, 
but are outside the control of the local government.  In the event that contributions, investment 
returns, and other changes are insufficient to keep up with required pension payments, State statute 
does not assign/identify the responsible party for the unfunded portion.  Due to the unique nature 
of how the net pension liability is satisfied, this liability is separately identified within the long-
term liability section of the statement of net position.

In accordance with GASB 68, the Academy’s statements prepared on an accrual basis of 
accounting include an annual pension expense for their proportionate share of each plan’s change 
in net pension liability not accounted for as deferred inflows/outflows. 

As a result of implementing GASB 68, the Academy is reporting a net pension liability and 
deferred inflows/outflows of resources related to pension on the accrual basis of accounting.  
Under GASB 68, pension expense represents additional amounts earned, adjusted by deferred 
inflows/outflows.  The contractually required contribution is no longer a component of pension 
expense.  Under GASB 68, the 2017 statements report pension expense of $339,722.
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Table 2 shows the changes in Net Position for fiscal years 2017 and 2016:

Table 2
Change in Net Position

2017 2016
Operating Revenues
Foundation Payments - Regular $    1,108,989 $    1,232,931 
Foundation Payments - Special Education 142,160 187,923 
Total Operating Revenues 1,251,149 1,420,854 

Operating Expenses
Purchased Services 2,353,475 2,604,181 
Pension Expense 339,722 146,737 
Depreciation Expense 3,152 3,093 
Total Operating Expenses 2,696,349 2,754,011 

Operating Loss (1,445,200) (1,333,157)
Non-Operating Revenues
Federal Grants 170,369 195,334 
Management Company Credits 1,001,705 1,068,000 
Other Revenues 8,571 10,102 
Total Non-Operating Revenues 1,180,645 1,273,436 
Decrease in Net Position (264,555) (59,721)

Net Position, Beginning of Year (823,486) (763,765)
Net Position, End of Year $  (1,088,041) $     (823,486)

Net Position decreased by $264,555 in 2017 and by $59,721 in 2016.  For fiscal years 2017 and 
2016, operating revenues decreased $169,705 or 12 percent and decreased $10,134 or 1 percent, 
respectively, due to changes in Foundation payments caused primarily by enrollment.  
Additionally, the Academy operates as a one business-type enterprise fund; therefore, analysis of 
balances and transactions of individual funds are not included in the discussion and analysis.  
Results of fiscal years 2017 and 2016 operations indicate ending net position of $(1,088,041) and 
$(823,486), respectively.
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BUDGET

The contract between the Academy and its Sponsor prescribes an annual budget requirement in 
addition to preparing a 5-year forecast, which is to be updated on an annual basis.  Chapter 
5705.391 of the Ohio Revised Code also requires the Academy to prepare a 5-year forecast, update 
it annually and submit it to the Superintendent of Public Instruction at the Ohio Department of 
Education.

CAPITAL ASSETS AND DEBT ADMINISTRATION

There were no capital additions in the current fiscal year.  Capital asset information is summarized 
in Note 4 to the basic financial statements.  The Academy has no long-term debt outstanding. The 
Academy has other long-term obligations related to pension obligations. See Note 5 to the basic 
financial statements for more detail on the Academy’s long-term obligations.

OTHER INFORMATION

Effective July 1, 2017, the Academy entered into a management agreement with Accel Schools 
Ohio LLC to operate the Academy (see Note 17).   Additionally, the Academy changed its name 
to Cleveland Preparatory Academy on July 1, 2017 and moved its location to 4850 Pearl Road, 
Cleveland, Ohio 44114.

CONTACTING THE ACADEMY’S FINANCIAL MANAGEMENT

The financial report is designated to provide our citizens, investors, and creditors with a general 
overview of the Academy’s finances and to demonstrate accountability for the money it receives.  
If you have any questions about this report or need additional information contact C. David Massa, 
CPA, of Massa Financial Solutions, LLC, 4850 Pearl Road, Cleveland Ohio 44114 or email at 
dave@massasolutionsllc.com.
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Assets:

Current Assets:
Cash and Cash Equivalents 230,521$            
Federal Grants Receivable 52,838
Other Receivable 8,905
Total Current Assets 292,264

Non-Current Assets
Capital Assets (Net of 

Accumulated Depreciation) 2,746

Total Assets 295,010

Deferred Outflows of Resources - Pension 755,032

Liabilities:
Current Liabilities:
Contracts Payable 164,247
Accrued Expenses 120,763

Total Current Liabilities 285,010

Long Term Liabilities:
Net Pension Liability 1,845,701

Total Liabilities 2,130,711

Deferred Inflows of Resources - Pension 7,372

Net Position:
Net Investment in Capital Assets 2,746
Unrestricted (1,090,787)
Total Net Position (1,088,041)$        

See the Accompanying Notes to the Basic Financial Statements.

NEXUS ACADEMY OF CLEVELAND
CUYAHOGA COUNTY

STATEMENT OF NET POSITION
AS OF JUNE 30, 2017 

9Attachment 26: Audited Financial Statements Page 1568



Operating Revenues:
Foundation Payments - Regular 1,108,989$      
Foundation Payments - Special Education 142,160

Total Operating Revenues 1,251,149

Operating Expenses:
Purchased Services 2,353,475
Pension Expense 339,722
Depreciation Expense 3,152

Total Operating Expenses 2,696,349

Operating Loss (1,445,200)

Non-Operating Revenues:
Federal Grants 170,369
Management Company Credits 1,001,705
Other Revenue 8,571

Total Non-Operating Revenues 1,180,645

Decrease in Net Position (264,555)

Net Position Beginning of Year (823,486)
Net Position End of Year (1,088,041)$     

See the Accompanying Notes to the Basic Financial Statements.

NEXUS ACADEMY OF CLEVELAND
CUYAHOGA COUNTY

STATEMENT OF REVENUES, EXPENSES, AND CHANGE IN NET POSITION
FOR THE YEAR ENDED JUNE 30, 2017 
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Cash Flows from Operating Activities:
Cash Received for School Foundation Payments 1,334,619$             
Cash Payments to Suppliers for Goods and Services (1,564,986)

Net Cash Used for Operating Activities (230,367)

Cash Flows from Noncapital Financing Activities:
Federal Grants 237,427
Other Revenue 8,571

Net Cash Provided by Noncapital Financing Activities 245,998

Net Increase in Cash and Cash Equivalents 15,631

Cash and Cash Equivalents at Beginning of Year 214,890

Cash and Cash Equivalents at End of Year 230,521$                

Reconciliation of Operating Income to Net Cash
Used for Operating Activities:

Operating Loss (1,445,200)
Management Company Credits 1,001,705
Depreciation 3,152

Adjustments to Reconcile Operating Loss to Net
Cash Used for Operating Activities:

Changes in Assets, Liabilities and Deferred Outflows and Inflows of Resources :
Other Receivables 11,738
Prepaid Items 13,549
Deferred Outflows of Resources (129,723)
Contracts Payable (90,040)
Accrued Expense 9,737
Deferred Inflows of Resources (54,443)
Net Pension Liability 449,158

Total Adjustments 209,976

Net Cash Used by Operating Activities (230,367)$               

See the Accompanying Notes to the Basic Financial Statements.

NEXUS ACADEMY OF CLEVELAND
CUYAHOGA COUNTY

STATEMENT OF CASH FLOWS
FOR THE FISCAL YEAR ENDED JUNE 30, 2017
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NOTE 1 – DESCRIPTION OF THE ACADEMY AND REPORTING ENTITY

Nexus Academy of Cleveland (the Academy) is a nonprofit corporation established pursuant to Ohio 
Revised Code Chapters 3314 and 1702.  The Academy's mission is to provide top-quality 
personalized education for students and their families through internet or computer-based learning 
outside of the traditional classroom. The Academy will maintain a commitment to excellence in 
curriculum, instruction, accountability and communication for internet- or computer-based schools 
and will ensure that its programs follow the principles of parental involvement, individualized 
instruction and high-quality teaching.

The Academy was approved for operation under a contract with the University of Toledo, the 
Sponsor. The Sponsor is responsible for evaluating the performance of the Academy and has the 
authority to deny renewal of the contract at its expiration.

The Academy operates under the direction of a five-member Board of Directors (the Board).  The
Board of Directors may not be fewer than five members.  

Additionally, the Academy entered into a five-year contract on June 30, 2012, with Connections 
Academy of Ohio, LLC (“CA”) for curriculum, school management services, instruction, 
technology and other services, with an expiration date of June 30, 2017. (See Note 10).

NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Academy have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental nonprofit organizations.  The 
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for 
establishing governmental accounting and financial reporting principles.  The more significant of 
the Academy’s accounting policies are described below.
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

A. Basis of Presentation

Enterprise Accounting

The Academy’s basic financial statements consist of a Statement of Net Position; a Statement of 
Revenues, Expenses, and Change in Net Position; and a Statement of Cash Flows.

The Academy uses enterprise accounting to track and report on its financial activities.  The Academy 
uses enterprise accounting to maintain its financial records during the fiscal year.  Enterprise 
accounting focuses on the determination of operating income, change in net position, financial 
position, and cash flows.  

B. Measurement Focus and Basis of Accounting

Enterprise accounting uses a flow of economic resources measurement focus.  With this 
measurement focus, all assets and deferred outflows and all liabilities and deferred inflows are 
included on the Statement of Net Position.  The Statement of Revenues, Expenses, and Change in 
Net Position presents increases (e.g., revenues) and decreases (e.g., expenses) in total net position.  
The Statement of Cash Flows reflects how the Academy finances and meets its cash flow needs.

Basis of accounting determines when transactions are recorded in the financial records and reported 
on the financial statements.  The Academy’s financial statements are prepared using the accrual 
basis of accounting.  Revenues resulting from exchange transactions, in which each party gives and 
receives essentially equal value, are recorded when the exchange takes place.  Revenues resulting 
from non-exchange transactions, in which the Academy receives value without directly giving equal
value in return, such as grants and entitlements, are recognized in the fiscal year in which all 
eligibility requirements have been satisfied.  Eligibility requirements include timing requirements, 
which specify the fiscal year when the resources are required to be used or the fiscal year when use 
is first permitted; matching requirements, in which the Academy must provide local resources to be 
used for a specified purpose; and expenditure requirements, in which the resources are provided to 
the Academy on a reimbursement basis.  Expenses are recognized at the time they are incurred. 

C. Budgetary Process

Pursuant to Ohio Revised Code Chapter 5705.391, the Academy prepares and adopts an annual 
budget which includes estimated revenues and expenses for the fiscal year and a five year forecast 
of revenues and expenses.  The Academy will from time to time adopt budget revisions as necessary.
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D. Cash and Cash Equivalents 

Cash held by the Academy is reflected as “Cash and Cash Equivalents” on the statement of net 
position.  Unless otherwise noted, all monies received by the Academy are pooled and deposited in 
a central bank account as demand deposits.  Investments with an initial maturity of more than 3 
months are reported as investments.  During the fiscal year ended June 30, 2017, the Academy had 
no investments.

E. Intergovernmental Revenues

The Academy currently participates in the State Foundation Program and the State Special 
Education Program.  Foundation and Special Education payments are recognized as operating 
revenues in the accompanying financial statements.  Federal grants and casino funds received in 
fiscal year 2017 were $170,369 and $8,571.  Grants and entitlements are recognized as non-
operating revenues in the accounting period in which all eligibility requirements have been met.  
When both restricted and unrestricted resources are available for use, it is the Academy’s policy to 
use restricted resources first, then unrestricted resources as they are needed.

F. Management Company Credits Revenue

Management company credits revenue consists primarily of contributed products and services from 
Connections Academy of Ohio, LLC (“CA”) as described in the contract between the Academy and 
CA (See Note 10).

G. Capital Assets

Capital assets are capitalized at cost and updated for additions and reductions during the fiscal year.  
The Academy maintains a capitalization threshold of $1,000 dollars.  The Academy does not have 
any infrastructure.  The costs of normal maintenance and repairs that do not add to the value of the 
asset or materially extend an asset’s life are not capitalized.

All capital assets are depreciated.  Improvements are depreciated over the remaining useful lives of 
the related capital assets.  Depreciation is computed using the straight-line method over the 
following useful lives:

Furniture and Fixtures 7 years
Equipment 5 years
Computers 3 years
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

H. Net Position

Net position represents the difference between assets and deferred outflows and liabilities and 
deferred inflows.  Net position is reported as restricted when there are limitations imposed on their 
use either through the enabling legislation adopted by the Academy or through external restrictions 
imposed by creditors, grantors, or laws or regulations of other governments.  The Academy had Net 
Investment in Capital Assets of $2,746 in fiscal year 2017.

I. Operating Revenues and Expenses

Operating revenues are those revenues that are generated directly from the primary activity of the 
Academy.  Operating expenses are necessary costs incurred to provide the service that is the primary 
activity of the Academy.  All revenues and expenses not meeting this definition are reported as non-
operating.

J. Estimates

The preparation of financial statements in conformity with generally accepted accounting principles 
requires management to make estimates and assumptions that affect the amounts reported in the 
financial statements and accompanying notes.  Actual results may differ from those estimates.

K. Accrued Liabilities

Obligations incurred but unpaid at June 30 are reported as accrued liabilities in the accompanying 
financial statements. The liabilities consisted of contracts payable and accrued expenses, total 
$285,010 at June 30, 2017. 

L. Exchange and Non- Exchange Transactions

Revenue resulting from exchange transactions, in which each part gives and receives essentially 
equal value, is recorded on the accrual basis when the exchange takes place. Non-exchange 
transactions, in which the Academy receives value without directly giving equal value in return, 
include grants, entitlements and donations. Revenue from grants, entitlements and donations is 
recognized in the fiscal year in which all eligibility requirements have been satisfied. Eligibility 
requirements include timing requirements, which specify the year in which the resources are 
required to be used for the fiscal year when use is first permitted, matching requirements, in which 
the Academy must provide local resources to be used for a specified purpose, and expense
requirements, in which the resources are provided to the Academy on a reimbursement basis. 
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

M. Deferred Inflows and Deferred Outflows of Resources

In addition to assets, the statements of net position will sometimes report a separate section for 
deferred outflows of resources. Deferred outflows of resources represent a consumption of net 
position that applies to future periods and will not be recognized as an outflow of resources
(expense) until then. For the Academy, deferred outflows of resources are reported on the statement 
of net position for pension. The deferred outflows of resources related to pension are explained in 
Note 15.

In addition to liabilities, the statement of net position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a 
future period and will not be recognized until that time. These amounts are deferred and recognized 
as an inflow of resources in the period the amounts have become available. Deferred inflows of 
resources related to pension are presorted on the statement of net position in Note 15.

N. Pensions

For purposes of measuring the net pension liability, deferred outflows of resources and deferred 
inflows of resources related to pensions, and pension expense, information about the fiduciary net 
position of the pension plans and additions to/deductions from their fiduciary net positon have been 
determined on the same basis as they are reported by the pension systems.  For this purpose, benefit 
payments (including refunds of employee contributions) are recognized when due and payable in 
accordance with the benefit terms.  The pension systems report investments at fair value.

O. Implementation of New Accounting Principles

For the fiscal year ended June 30, 2017, the Academy has implemented Governmental Accounting 
Standards Board (GASB) Statement No. 77, Tax Abatement Disclosures, GASB Statement No. 78, 
Pensions Provided through Certain Multiple-Employer Defined Benefit Pension Plans, GASB 
Statement No. 80, Blending Requirements for Certain Component Units - an amendment of GASB 
Statement No. 14 and GASB Statement No. 82, Pension Issues - an amendment of GASB Statements 
No. 67, No. 68, and No. 73.

GASB Statement No. 77 requires disclosure of tax abatement information about (1) a reporting 
government’s own tax abatement agreements and (2) those that are entered into by other 
governments and that reduce the reporting government’s tax revenues. The implementation of 
GASB Statement No. 77 did not have an effect on the financial statements of the Academy. 
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

O. Implementation of New Accounting Principles (Continued)

GASB Statement No. 78 amends the scope of GASB Statement No. 68 to exclude certain multiple-
employer defined benefit pension plans provided to employees of state and local governments on 
the basis that obtaining the measurements and other information required by GASB Statement No. 
68 was not feasible. The implementation of GASB Statement No. 78 did not have an effect on the 
financial statements of the Academy.

GASB Statement No. 80 amends the blending requirements for the financial statement presentation 
of component units of all state and local governments. The additional criterion requires blending of 
a component unit incorporated as a not-for-profit corporation in which the primary government is 
the sole corporate member. The implementation of GASB Statement No. 80 did not have an effect 
on the financial statements of the Academy.

GASB Statement No. 82 improves consistency in the application of pension accounting. These 
changes were incorporated in the Academy’s fiscal year 2017 financial statements; however, there 
was no effect on beginning net position.

NOTE 3 – DEPOSITS

Deposits with Financial Institutions

The following information classifies deposits by category of risk as defined in GASB Statement No. 
3 “Deposits with Financial Institutions, Investments (including Repurchase Agreements) and 
Reverse Repurchase Agreements,” as amended by GASB Statement No. 40, “Deposit Investment 
Risk Disclosures.”

The Academy maintains its cash balances at one financial institution, PNC Bank, located in Ohio. 
The balances are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000, per 
qualifying account. At June 30, 2017, the carrying amount of the Academy’s deposits was $230,521
and the bank balance was $234,105.

The Academy had no deposit policy for custodial risk beyond the requirement of state statute. Ohio 
law requires that deposits either be insured or be protected by eligible securities pledged to and 
deposited either with the Academy or a qualified trustee by the financial institution as security for 
repayment or by a collateral pool of eligible securities deposited with a qualified trustee to secure 
repayment of all public monies deposited in the financial institution whose market value shall be at 
least 105% of deposits being secured. At June 30, 2017, none of the bank balance was exposed to 
custodial risk. 
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NOTE 4 – CAPITAL ASSETS

Capital asset activity for the fiscal year ended June 30, 2017, was as follows:

NOTE 5 – LONG-TERM OBLIGATIONS

The changes in the Academy’s long-term obligations during fiscal year 2017 were as follows:

Balance Balance
6/30/2016 Additions Reductions 6/30/2017

Capital assets being depreciated:
Furniture, fixtures, and equipment 15,758$     -$           -$           15,758$     

Less accumulated depreciation:
Furniture, fixtures, and equipment (9,860) (3,152) - (13,012)

Capital assets, net of accumulated
depreciation 5,898$       (3,152)$      -$           2,746$       

Balance Balance
June 30, June 30,

2016 Additions Reductions 2017

Net Pension Liability:
STRS 1,342,324$ 390,202$   -$           1,732,526$
SERS 54,219 58,956 - 113,175
Total Net Pension Liability 1,396,543 449,158 - 1,845,701

Total Long Term Obligations 1,396,543$ 449,158$   -$           1,845,701$
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NOTE 6 - OPERATING LEASES

The Academy rents facilities through lease agreement executed between their landlords and CA.
The terms of these leases are due to expire September 30, 2017.

Future minimum lease payments for the operating leases are as follows:

NOTE 7 - RECEIVABLES

Receivables consisted the following as of June 30, 2017:

NOTE 8 – RISK MANAGEMENT

Liability

The Academy is exposed to various risks of loss related to torts; theft of, damage to, and destruction 
of assets; errors and omissions; injuries and natural disasters.  For fiscal year 2017, the Academy
contracted with CA to provide insurance in the following amounts through being included as an 
additional insured on their policy with Hanover Insurance Company for the following coverage:

Commercial general liability: $2,000,000 general aggregate with a $1,000,000 single 
occurrence limit along with $10,000,000 in excess liability coverage for both 
aggregate and single occurrence.

There were no settlements in excess of insurance coverage over the past three fiscal years. There 
was no significant reduction in coverage from the prior year.

Year Ending June 30, Total
2018 38,244

Total 38,244$           

Federal Program Grant - Title I Improving Basic Program 43,372$    
Federal Program Grant - IDEA 9,466
Due from CA 1,268
Casino 4,117
State Employees' Retirement 1,312
Sponsor 2,208

61,743$    
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NOTE 9 –PAYMENTS TO SPONSOR AND FISCAL AGETN

The sponsorship agreement with University of Toledo requires the Academy shall have a designated 
fiscal officer who shall meet all the requirements as set forth by law including:

A. Maintain the financial records of the Academy in the same manner as are financial 
records of school districts, pursuant to rules of the Auditor of State;

B. Comply with the policies and procedures regarding internal financial control of the 
Academy;

C. Comply with the requirements and procedures for financial audits by the Auditor of 
the State.

The Academy shall pay to the Sponsor 3 percent of all base per pupil cost payments received from 
the state in consideration for the time, organization, oversight, fees and costs of the Sponsor in 
overseeing the Academy.  The Academy’s Fiscal Agent during the audit period was Massa Financial 
Solutions LLC. The total sponsorship fees paid totaled $35,286 for the fiscal year ending June 30, 
2017.

NOTE 10 – MANAGEMENT CONSULTING CONTRACT/PURCHASED SERVICES

The Academy entered into a five-year contract on June 30, 2012 with Connections Academy of 
Ohio, LLC (“CA”). In the agreement, which expires on June 30, 2017, CA agrees to provide
curriculum, instruction, technology and other school management services. Under the contract, the 
following terms were agreed upon:
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NOTE 10 – MANAGEMENT CONSULTING CONTRACT/PURCHASED SERVICES
(CONTINUED)

CA will provide direct materials/services or procurement and payment services for the following:

1. Instructional materials as approved by the Board and the Sponsor.
2. Various educational protocols and assessments. 
3. Administrative personnel, including health and other benefits, as approved by the Board 

and the Sponsor where required.
4. Teaching staff, including health and other benefits, as approved by the Board.
5. Educational support services for participating families.
6. Training and other professional development as approved by the Board.
7. Hardware and software as approved by the Board.
8. Technical support for any hardware and software provided under the contract.
9. Maintenance of student records.
10. Services to special needs students as required by law.
11. Administrative services including expenses for a facility and capital, both of which require 

Board approval.
12. Financial, treasury and other reporting as required by law.
13. Student recruiting and community education.
14. General school management

For the services listed above, the Academy is required to reimburse certain actual expenses, pay a 
fee based on enrollment statistics and pay a school management fee to CA.  The total expense on an 
accrual basis under this contract for fiscal years 2017 totaled $2,331,436. Of this amount, $164,247
represents a contract payable at June 30, 2017. Additionally, the Academy was issued service 
credits from CA totaling $1,001,705 at June 30, 2017.
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NOTE 10 – MANAGEMENT CONSULTING CONTRACT/PURCHASED SERVICES
(CONTINUED)

For the periods ended June 30, 2017, CA, incurred the following expenses on behalf of the 
Academy:

The Management Company incurs a variety of costs including general and administrative costs, 
marketing costs, software development costs, curriculum development costs, enrollment and 
placement costs, fulfillment and asset tracking costs, legal costs, and other costs associated with 
providing services to more than one school.  These costs are not charged directly to the schools but 
are allocated internally by the Management Company pro rata based on the number of total students 
that have enrolled in each school.

Regular 
Instruction

Special 
Instruction

Other 
Instruction

Support 
Services Non-Instructional Total

100 Salaries & wages 376,849$       183,764$       -$                 117,564$       -$                    678,177$      
200 Employees’ benefits 53,136 24,842 - 13,699 - 91,677
410 Professional & technical services 62 1,439 - 3,810 33,414 38,725
420 Property services - - - 205,411 - 205,411
430 Travel 3,049 1,133 - - - 4,182
440 Communications - - - 31,813 - 31,813
450 Utilities - - - 22,879 - 22,879
460 Contracted craft or trade services - - - 3,024 - 3,024
490 Other purchased services 4,010 5,723 1,857 11,389 - 22,979
510 Other supplies 3,989 4,301 - 7,582 - 15,872

DIR Other direct costs 77,838 105,134 - - - 182,972

OH Overhead 208,675 106,802 - 65,070 235,599 616,146

Total expenses 727,608$       433,138$       1,857$              482,241$       269,013$            1,913,857$   

Direct expenses: 

Indirect expenses: 
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NOTE 11 – CONTINGENCIES

A. Grants

The Academy received financial assistance from federal and state agencies in the form of grants.  
The disbursement of funds received under these programs generally requires compliance with terms 
and conditions specified in the grant agreements and are subject to audit by the grantor agencies.  
Any disallowed claims resulting from such audits could become a liability of the Academy.  
However, in the opinion of management, the Academy has complied with all grant requirements.

B. State Funding Adjustment

School foundation funding is based on the annualized full-time equivalent (FTE) enrollment of each 
student. However, there is an important nexus between attendance and enrollment for Foundation 
funding purposes. Community schools must provide documentation that clearly demonstrates 
students have participated in learning opportunities. The Ohio Department of Education (ODE) is 
legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end. 

Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the 
fiscal year end that may result in an additional adjustment to the enrollment information as well as 
claw backs of Foundation funding due to a lack of evidence to support student participation and 
other matters of noncompliance. ODE performed such a review on the Academy for fiscal year 
2017. 

In September 2017, the ODE released the first adjustment of $73,592 for overpayment to the 
Academy in 2017.  As a result, the Academy is repaying this balance to the ODE over the next 22 
months, through June 2019. As of the date of this report, ODE adjustments for fiscal year 2017 are 
finalized.  Final adjustments were immaterial.

In addition, the School’s contracts with their Sponsor and Management Company require payment 
based on revenues received from the State.  As discussed above, the final adjustments were 
immaterial.  

C.  Litigation

The Academy is not involved in any litigation.
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NOTE 12 – TAX EXEMPT STATUS

The Academy is a nonprofit corporation established pursuant to Ohio Revised Code Chapters 3314 
and 1702.  Management is not aware of any course of action or series of events that have occurred 
that might adversely affect the Academy’s nonprofit status.  The Academy was approved on June 
30, 2014 for tax exempt status under 501(c)3 of the Internal Revenue Code.  The approval had a 
retroactive date of February 23, 2012.

NOTE 13 – MANAGEMENT PLAN

The Academy had an operating loss of $1,445,200 and a net position deficit of $1,088,041 at the 
end of fiscal year June 30, 2017. The Academy is projecting a negative net position balance for the 
fiscal year ending June 30, 2018, due to the recording of the net pension liability under GASB 68.

Connections Academy provided $1,001,705 worth of credits to the Academy for services provided 
during fiscal year 2017.

NOTE 14 – MANAGEMENT COMPANY

The Academy has contracted with CA to provide employee services and to pay those employees.  
However, these contract services do not relieve the Academy of the obligation for remitting pension 
contributions.  The retirement systems consider the Academy as the Employer-of-Record and the 
Academy ultimately is responsible for remitting retirement contributions to the State Teachers 
Retirement System and the School Employees Retirement System.

NOTE 15 - DEFINED BENEFIT PENSION PLANS

A.  Net Pension Liability

The net pension liability reported on the statement of net position represents a liability to employees 
for pensions. Pensions are a component of exchange transactions-–between an employer and its 
employees—of salaries and benefits for employee services.  Pensions are provided to an 
employee—on a deferred-payment basis—as part of the total compensation package offered by an 
employer for employee services each financial period.  The obligation to sacrifice resources for 
pensions is a present obligation because it was created as a result of employment exchanges that 
already have occurred.

Attachment 26: Audited Financial Statements Page 1584



NEXUS ACADEMY OF CLEVELAND
CUYAHOGA COUNTY

NOTES TO THE BASIC FINANCIAL STATEMENTS
for the fiscal year ended June 30, 2017

26

NOTE 15 - DEFINED BENEFIT PENSION PLANS (CONTINUED)

A.  Net Pension Liability (Continued)

The net pension liability represents the Academy’s proportionate share of each pension plan’s 
collective actuarial present value of projected benefit payments attributable to past periods of 
service, net of each pension plan’s fiduciary net position.  The net pension liability calculation is 
dependent on critical long-term variables, including estimated average life expectancies, earnings 
on investments, cost of living adjustments and others.  While these estimates use the best 
information available, unknowable future events require adjusting this estimate annually.

Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.  
The Academy cannot control benefit terms or the manner in which pensions are financed; however, 
the Academy does receive the benefit of employees’ services in exchange for compensation 
including pension.

GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit 
from employee services; and (2) State statute requires all funding to come from these employers.  
All contributions to date have come solely from these employers (which also includes costs paid in 
the form of withholdings from employees).  State statute requires the pension plans to amortize 
unfunded liabilities within 30 years.  If the amortization period exceeds 30 years, each pension 
plan’s board must propose corrective action to the State legislature.  Any resulting legislative change 
to benefits or funding could significantly affect the net pension liability.   Resulting adjustments to 
the net pension liability would be effective when the changes are legally enforceable.

The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension 
liability on the accrual basis of accounting.  Any liability for the contractually-required pension 
contribution outstanding at the end of the year is included in intergovernmental payable.

B. Plan Description - School Employees Retirement System (SERS)

Plan Description – Academy non-teaching employees participate in SERS, a cost-sharing 
multiple-employer defined benefit pension plan administered by SERS.  SERS provides retirement, 
disability and survivor benefits, annual cost-of-living adjustments, and death benefits to plan 
members and beneficiaries.  Authority to establish and amend benefits is provided by Ohio Revised 
Code Chapter 3309.  SERS issues a publicly available, stand-alone financial report that includes 
financial statements, required supplementary information and detailed information about SERS’ 
fiduciary net position.  That report can be obtained by visiting the SERS website at www.ohsers.org
under Employers/Audit Resources. 
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NOTE 15 - DEFINED BENEFIT PENSION PLANS (CONTINUED)

B. Plan Description - School Employees Retirement System (SERS) (Continued)

Age and service requirements for retirement are as follows:

Eligible to Eligible to
Retire on or before Retire on or after
August 1, 2017 * August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 57 with 30 years of service credit

Actuarially Reduced Benefits Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Age 55 with 25 years of service credit Age 60 with 25 years of service credit

* Members with 25 years of service credit as of August 1, 2017, will be included in this plan.

Annual retirement benefits are calculated based on final average salary multiplied by a percentage 
that varies based on years of service; 2.2 percent for the first thirty years of service and 2.5 percent 
for years of service credit over 30.  Final average salary is the average of the highest three years of 
salary.

One year after an effective benefit date, a benefit recipient is entitled to a three percent cost-of-living 
adjustment (COLA).  This same COLA is added each year to the base benefit amount on the 
anniversary date of the benefit.

Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary 
and the Academy is required to contribute 14 percent of annual covered payroll.  The contribution 
requirements of plan members and employers are established and may be amended by the SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent 
for employers.  The Retirement Board, acting with the advice of the actuary, allocates the employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, 
Medicare B Fund, and Health Care Fund).  For the fiscal year ended June 30, 2017, the allocation 
to pension, death benefits, and Medicare B was 14 percent.  SERS did not allocate any employer 
contributions to the Health Care Fund for fiscal year 2017.

The Academy’s contractually required contribution to SERS was $8,762 for fiscal year 2017. 
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NOTE 15 - DEFINED BENEFIT PENSION PLANS (CONTINUED)

C. Plan Description - State Teachers Retirement System (STRS)

Plan Description – Academy licensed teachers and other faculty members participate in STRS Ohio, 
a cost-sharing multiple-employer public employee retirement system administered by STRS.  STRS 
provides retirement and disability benefits to members and death and survivor benefits to 
beneficiaries.  STRS issues a stand-alone financial report that includes financial statements, required 
supplementary information and detailed information about STRS’ fiduciary net position.  That 
report can be obtained by writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling 
(888) 227-7877, or by visiting the STRS Web site at www.strsoh.org.

New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code 
Chapter 3307.  The DB plan offers an annual retirement allowance based on final average salary 
multiplied by a percentage that varies based on years of service.  Effective August 1, 2015, the 
calculation will be 2.2 percent of final average salary for the five highest years of earnings multiplied 
by all years of service. Members are eligible to retire at age 60 with five years of qualifying service 
credit, or age 55 with 25 years of service, or 30 years of service regardless of age.  Eligibility changes 
will be phased in until August 1, 2026, when retirement eligibility for unreduced benefits will be 
five years of service credit and age 65, or 35 years of service credit and at least age 60. 

The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 
percent employer contributions into an investment account.  Investment allocation decisions are 
determined by the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated 
to the defined benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 
50 and termination of employment.  The member may elect to receive a lifetime monthly annuity or 
a lump sum withdrawal.  

The Combined Plan offers features of both the DB Plan and the DC Plan.  In the Combined Plan, 
12 percent of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied 
to the DB Plan.  Member contributions to the DC Plan are allocated among investment choices by 
the member, and contributions are to the DB Plan from the employer and the member are used to 
fund the defined benefit payment at a reduced level from the regular DB Plan.  The defined benefit 
portion of the Combined Plan payment is payable to a member on or after age 60 with five years of 
service.  The defined contribution portion of the account may be taken as a lump sum payment or 
converted to a lifetime monthly annuity after termination of employment at age 50 or later.
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NOTE 15 - DEFINED BENEFIT PENSION PLANS (CONTINUED)

C. Plan Description – State Teachers Retirement System (STRS) (Continued)

New members who choose the DC plan or Combined Plan will have another opportunity to reselect 
a permanent plan during their fifth year of membership.  Members may remain in the same plan or 
transfer to another STRS plan.  The optional annuitization of a member’s defined contribution 
account or the  defined contribution portion of a member’s Combined Plan account to a lifetime 
benefit results in STRS bearing the risk of investment gain or loss on the account.  STRS has 
therefore included all three plan options as one defined benefit plan for GASB 68 reporting 
purposes.

A DB or Combined Plan member with five or more years of credited service who is determined to 
be disabled may qualify for a disability benefit.  Eligible survivors of members who die before 
service retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must 
have at least ten years of qualifying service credit that apply for disability benefits.  Members in the 
DC Plan who become disabled are entitled only to their account balance.  If a member of the DC 
Plan dies before retirement benefits begin, the member’s designated beneficiary is entitled to receive 
the member’s account balance.

Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended 
June 30, 2017, plan members were required to contribute 14 percent of their annual covered salary. 
The School was required to contribute 14 percent; the entire 14 percent was the portion used to fund 
pension obligations.  The fiscal year 2017 contribution rates were equal to the statutory maximum 
rates.

The Academy’s contractually required contribution to STRS was $65,968 for fiscal year 2017.

D. Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred 
Inflows of Resources Related to Pensions

The net pension liability was measured as of June 30, 2016, and the total pension liability used to 
calculate the net pension liability was determined by an independent actuarial valuation as of that 
date. The Academy’s employer allocation percentage of the net pension liability was based on the 
employer's share of employer contributions in the pension plan relative to the total employer 
contributions of all participating employers. Following is information related to the proportionate 
share and pension expense:

STRS SERS Total
Proportionate Share of the Net 

Pension Liability 1,732,526$         113,175$          1,845,701$       
Proportion of the Net Pension Liability:

Current Measurement Date 0.00517589% 0.00154630%
Prior Measurement Date 0.00485697% 0.00095020%

Change in Proportionate Share 0.00031892% 0.00059610%

Pension Expense 336,500$            3,222$              339,722$          
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NOTE 15 - DEFINED BENEFIT PENSION PLANS (CONTINUED)

D. Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred 
Inflows of Resources Related to Pensions (Continued)

Deferred outflows/inflows of resources represent the effect of changes in the net pension liability 
due to the difference between projected and actual investment earnings, differences between 
expected and actual actuarial experience, changes in assumptions and changes in the Academy’s 
proportion of the collective net pension liability. The deferred outflows and deferred inflows are to 
be included in pension expense over current and future periods. The difference between projected 
and actual investment earnings is recognized in pension expense using a straight-line method over 
a five-year period beginning in the current year. Deferred outflows and deferred inflows resulting 
from changes in sources other than differences between projected and actual investment earnings 
are amortized over the average expected remaining service lives of all members (both active and 
inactive) using the straight-line method. Employer contributions to the pension plan subsequent to 
the measurement date are also required to be reported as a deferred outflow of resources.

At June 30, 2017, the Academy reported deferred outflows of resources and deferred inflows of 
resources related to pensions from the following sources:

STRS SERS Total
Deferred Outflows of Resources
Differences between Expected and 

Actual Experience 70,002$              1,527$              71,529$            
Net Difference between Projected and 

Actual Earnings on Pension Plan Investments 143,846 9,333 153,179
Changes of Assumptions 0 7,555 7,555

Changes in Proportion and Differences between 
Academy Contributions and Proportionate  
Share of Contributions 447,603 436 448,039

Academy Contributions Subsequent to the 
Measurement Date 65,968 8,762 74,730

Total Deferred Outflows of Resources 727,419$            27,613$            755,032$          

Deferred Inflows of Resources
Changes in Proportion and Differences between 

Academy Contributions and Proportionate  
Share of Contributions 0$                      7,372$              7,372$              
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NOTE 15 - DEFINED BENEFIT PENSION PLANS (CONTINUED)

D. Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred 
Inflows of Resources Related to Pensions (Continued)

$74,730 reported as deferred outflows of resources related to pension resulting from Academy
contributions subsequent to the measurement date will be recognized as a reduction of the net 
pension liability in the year ending June 30, 2018.  Other amounts reported as deferred outflows of 
resources and deferred inflows of resources related to pension will be recognized in pension expense 
as follows:

E. Actuarial Assumptions - SERS

SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement 
No. 67, as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial 
valuations of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, 
credited service) and assumptions about the probability of occurrence of events far into the future 
(e.g., mortality, disabilities, retirements, employment termination).  Actuarially determined amounts 
are subject to continual review and potential modifications, as actual results are compared with past 
expectations and new estimates are made about the future.

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan 
as understood by the employers and plan members) and include the types of benefits provided at the 
time of each valuation and the historical pattern of sharing benefit costs between the employers and 
plan members to that point.  The projection of benefits for financial reporting purposes does not 
explicitly incorporate the potential effects of legal or contractual funding limitations.

Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial 
calculations will take into account the employee’s entire career with the employer and also take into 
consideration the benefits, if any, paid to the employee after termination of employment until the 
death of the employee and any applicable contingent annuitant.  In many cases actuarial calculations 
reflect several decades of service with the employer and the payment of benefits after termination.

STRS SERS Total
Fiscal Year Ending June 30:

2018 197,250$  (2,283)$       194,967$     
2019 197,251 (1,777) 195,474
2020 190,856 12,857 203,713
2021 76,094 2,682 78,776

Total 661,451$  11,479$       672,930$     
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NOTE 15 - DEFINED BENEFIT PENSION PLANS (CONTINUED)

E. Actuarial Assumptions – SERS (Continued)

Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2016, are presented below:

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
COLA  or Ad Hoc COLA 3.00 percent
Investment Rate of Return 7.50 percent net of investments expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)

Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table 
with fully generational projection and a five-year age set-back for both males and females.  Mortality 
among service retired members and beneficiaries were based upon the RP-2014 Blue Collar 
Mortality Table with fully generational projection with Scale BB, 120 percent of male rates and 110 
percent of female rates.  Mortality among disabled members were based upon the RP-2000 Disabled 
Mortality Table, 90 percent for male rates and 100 percent for female rates, set back five years is 
used for the period after disability retirement. 

The actuarial assumptions used in the June 30, 2016 valuation were based on the results of an 
actuarial experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of 
inflation, payroll growth assumption and assumed real wage growth were reduced in the June 30, 
2016 actuarial valuation.  The rates of withdrawal, retirement and disability updated to reflect recent
experience and mortality rates were also updated.  

The long-term return expectation for the Pension Plan Investments has been determined using a 
building-block approach and assumes a time horizon, as defined in SERS’ Statement of Investment 
Policy.  A forecasted rate of inflation serves as the baseline for the return expectation.  Various real 
return premiums over the baseline inflation rate have been established for each asset class.  The 
long-term expected nominal rate of return has been determined by calculating an arithmetic 
weighted averaged of the expected real return premiums for each asset class, adding the projected 
inflation rate, and adding the expected return from rebalancing uncorrelated asset classes. The target 
allocation and best estimates of arithmetic real rates of return for each major asset class are 
summarized in the following table:
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NOTE 15 - DEFINED BENEFIT PENSION PLANS (CONTINUED)

E. Actuarial Assumptions – SERS (Continued)

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 10.00 5.00
Multi-Asset Strategies 15.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return

Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent. A 
discount rate of 7.75 percent was used in the prior measurement period. The projection of cash 
flows used to determine the discount rate assumed the contributions from employers and from the 
members would be computed based on contribution requirements as stipulated by State statute.  
Projected inflows from investment earning were calculated using the long-term assumed investment 
rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position was 
projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of 
projected benefits to determine the total pension liability.

Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the 
Discount Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the 
potential impact the following table presents the net pension liability calculated using the discount 
rate of 7.50 percent, as well as what each plan’s net pension liability would be if it were calculated 
using a discount rate that is one percentage point lower (6.50 percent), or one percentage point 
higher (8.50 percent) than the current rate. 

1% Decrease
(6.50%)

Current 
Discount Rate

(7.50%)
1% Increase 

(8.50%)
Acdemy's Proportionate Share

of the Net Pension Liability 149,837$            113,175$          82,488$            
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NOTE 15 - DEFINED BENEFIT PENSION PLANS (CONTINUED)

F. Actuarial Assumptions - STRS

The total pension liability in the June 30, 2016, actuarial valuation was determined using the 
following actuarial assumptions, applied to all periods included in the measurement:

Inflation 2.75 percent
Projected salary increases 12.25 percent at age 20 to 2.75 percent at age 70 
Investment Rate of Return 7.75 percent, net of investment expenses, including inflation
Cost-of-Living Adjustments 2 percent simple applied as follows:  for members retiring before

(COLA) August 1, 2013, 2 percent per year; for members retiring August 1, 2013,
or later, 2 percent COLA paid on fifth anniversary of retirement date.

Mortality rates were based on the RP-2000 Combined Mortality Table (Projection 2022—Scale AA) 
for Males and Females.  Males’ ages are set-back two years through age 89 and no set-back for age 
90 and above.  Females younger than age 80 are set back four years, one year set back from age 80 
through 89 and not set back from age 90 and above.  Actuarial assumptions used in the June 30, 
2016, valuation is based on the results of an actuarial experience study, effective July 1, 2012.

STRS’ investment consultant develops an estimate range for the investment return assumption based 
on the target allocation adopted by the Retirement Board. The target allocation and long-term 
expected rate of return for each major asset class are summarized as follows: 

*10-year annualized geometric nominal returns, which include the real rate of return and inflation 
of 2.50 percent and does not include investment expenses. The total fund long-term expected return 
reflects diversification among the asset classes and therefore is not a weighted average return of the 
individual asset classes.

Target Long Term Expected
Asset Class Allocation Real Rate of Return*
Domestic Equity 31.00 % 8.00 %
International Equity 26.00 7.85 
Alternatives 14.00 8.00 
Fixed Income 18.00 3.75 
Real Estate 10.00 6.75 
Liquidity Reserves 1.00 3.00 

Total 100.00 %
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NOTE 15 - DEFINED BENEFIT PENSION PLANS (CONTINUED)

F. Actuarial Assumptions – STRS (Continued)

Discount Rate The discount rate used to measure the total pension liability was 7.75 percent as of 
June 30, 2016. The projection of cash flows used to determine the discount rate assumes member 
and employer contributions will be made at the statutory contribution rates in accordance with rate 
increases described above. For this purpose, only employer contributions that are intended to fund 
benefits of current plan members and their beneficiaries are included.  Projected employer 
contributions that are intended to fund the service costs of future plan members and their 
beneficiaries, as well as projected contributions from future plan members, are not included.  Based 
on those assumptions, STRS’ fiduciary net position was projected to be available to make all 
projected future benefit payments to current plan members as of June 30, 2016.  Therefore, the long-
term expected rate of return on pension plan investments of 7.75 percent was applied to all periods 
of projected benefit payment to determine the total pension liability as of June 30, 2016.

Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the 
Discount Rate The following table presents the Academy's proportionate share of the net pension 
liability calculated using the current period discount rate assumption of 7.75 percent, as well as what 
the Academy's proportionate share of the net pension liability would be if it were calculated using a 
discount rate that is one-percentage-point lower (6.75 percent) or one-percentage-point higher (8.75 
percent) than the current rate: 

Changes Between Measurement Date and Report Date  In March 2017, the STRS Board adopted 
certain assumption changes which will impact their annual actuarial valuation prepared as of June 
30, 2017. The most significant change is a reduction in the discount rate from 7.75 percent to 7.45 
percent. In April 2017, the STRS Board voted to suspend cost of living adjustments granted on or 
after July 1, 2017. Although the exact amount of these changes is not known, the overall decrease 
to Academy’s net pension liability is expected to be significant.

1% Decrease
(6.75%)

Current 
Discount Rate

(7.75%)
1% Increase 

(8.75%)
Acdemy's Proportionate Share

of the Net Pension Liability 2,302,387$         1,732,526$        1,251,816$       
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NOTE 16 - POSTEMPLOYMENT BENEFITS

A. School Employees Retirement System

Health Care Plan Description - The Academy contributes to the SERS Health Care Fund, 
administered by SERS for non-certificated retirees and their beneficiaries.  For GASB 45 
purposes, this plan is considered a cost-sharing, multiple-employer, defined benefit other 
postemployment benefit (OPEB) plan.  The Health Care Plan includes hospitalization and 
physicians’ fees through several types of plans including HMO’s, PPO’s, Medicare 
Advantage, and traditional indemnity plans as well as a prescription drug program. The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report 
which can be obtained on SERS’ website at www.ohsers.org under Employers/Audit 
Resources.

Access to health care for retirees and beneficiaries is permitted in accordance with Section 
3309 of the Ohio Revised Code. The Health Care Fund was established and is administered 
in accordance with Internal Revenue Code Section 105(e). SERS’ Retirement Board reserves 
the right to change or discontinue any health plan or program. Health care is financed 
through a combination of employer contributions and retiree premiums, copays and 
deductibles on covered health care expenses, investment returns, and any funds received as 
a result of SERS’ participation in Medicare programs. Active employee members do not 
contribute to the Health Care Plan.  Retirees and their beneficiaries are required to pay a 
health care premium that varies depending on the plan selected, the  number of qualified 
years of service, Medicare eligibility and retirement status.

Funding Policy - State statute permits SERS to fund the health care benefits through 
employer contributions.  Each year, after the allocation for statutorily required basic benefits, 
the Retirement Board allocates the remainder of the employer contribution of 14 percent of 
covered payroll to the Health Care Fund. For fiscal year 2017, SERS did not allocate any 
employer contributions to the Health Care Fund. In addition, employers pay a surcharge for 
employees earning less than an actuarially determined minimum compensation amount, pro-
rated according to service credit earned. For fiscal year 2017, this amount was $23,500. 
Statutes provide that no employer shall pay a health care surcharge greater than 2 percent of 
that employer’s SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 
percent of the total statewide SERS-covered payroll for the health care surcharge.

The Academy’s contributions for health care (including surcharge) for the fiscal years ended 
June 30, 2017, 2016, and 2015 were $0, $0 and $40, respectively. The full amount has been 
contributed for fiscal year 2015.
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NOTE 16 - POSTEMPLOYMENT BENEFITS (CONTINUED)

B. School Teachers Retirement System

Plan Description – The Academy participates in the cost-sharing multiple-employer defined 
benefit Health Plan administered by the State Teachers Retirement System of Ohio (STRS) 
for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include 
hospitalization, physicians’ fees, prescription drugs and reimbursement of monthly 
Medicare Part B premiums.  The Plan is included in the report of STRS which can be 
obtained by visiting www.strsoh.org or by calling (888) 227-7877.

Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS Ohio to offer the Plan 
and gives the Retirement Board authority over how much, if any, of the health care costs 
will be absorbed by STRS.  Active employee members do not contribute to the Health Care 
Plan.  All benefit recipients, for the most recent year, pay a monthly premium.  Under Ohio 
law, funding for post-employment health care may be deducted from employer
contributions.  For fiscal years 2017, 2016 and 2015 STRS did not allocate any employer 
contributions to post-employment health care; therefore, the Academy did not contribute to 
health care in the last three fiscal years.  

NOTE 17 – CHANGE IN MANAGEMENT

On February 1, 2017 Academy signed a management agreement with Accel Schools Ohio LLC, to 
operate the Academy beginning July 1, 2017 for a five-year period.   As a result of this change in 
management, the Academy also changed its name effective July 1, 2017 to Cleveland Preparatory 
Academy and signed a new lease with Lumen Pearl Realty, LLC for a facility at 4850 Pearl Road, 
Cleveland Ohio 44114.

NOTE 18 – SUBSEQUENT EVENT

Effective October 10, 2017, Ohio Council of Community Schools officially took over as Sponsor 
formerly sponsored by University of Toledo.
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REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF THE ACADEMY’S PROPORTIONATE SHARE OF NET PENSION LIABILITY

SCHOOL EMPLOYEES RETIREMENT SYSTEM (SERS) OF OHIO
LAST FOUR FISCAL YEARS (1)

2017 2016 2015 2014

Academy's Proportion of the Net Pension Liability 0.00154630% 0.00095020% 0.00119500% 0.00119500%

Academy's Proportionate Share of the Net Pension Liability 113,175$      54,219$       60,478$       134,859$     

Academy's Covered Payroll 51,393$        28,604$       35,072$       22,536$       

Academy's Proportionate Share of the Net Pension Liability
as a Percentage of its Covered Payroll 220.22% 189.55% 172.44% 598.41%

Plan Fiduciary Net Position as a Percentage of the Total Pension Liability 62.98% 69.16% 71.70% 65.52%

(1) Information prior to 2014 is not available.

The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.
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REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF THE ACADEMY’S PROPORTIONATE SHARE OF NET PENSION LIABILITY

STATE TEACHERS RETIREMENT SYSTEM (STRS) OF OHIO
LAST FOUR FISCAL YEARS (1)

2017 2016 2015 2014

Academy's Proportion of the Net Pension Liability 0.00517589% 0.00485697% 0.00340923% 0.00340923%

Academy's Proportionate Share of the Net Pension Liability 1,732,526$    1,342,324$  829,243$     677,164$     

Academy's Covered Payroll 577,714$      506,743$     375,123$     243,969$     

Academy's Proportionate Share of the Net Pension Liability
as a Percentage of its Covered Payroll 299.89% 264.89% 221.06% 277.56%

Plan Fiduciary Net Position as a Percentage of the Total Pension Liability 66.80% 72.10% 74.70% 69.30%

(1) Information prior to 2014 is not available.

The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.
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REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF THE ACADEMY’S CONTRIBUTIONS

SCHOOL EMPLOYEES RETIREMENT SYSTEM (SERS) OF OHIO
LAST FIVE FISCAL YEARS (1)

2017 2016 2015 2014 2013

Contractually Required Contribution 8,762$              7,195$              3,770$           4,861$           3,119$               

Contributions in Relation to the 
Contractually Required Contribution (8,762) (7,195) (3,770) (4,861) (3,119)

Contribution Deficiency (Excess) 0$                    0$                    0$                 0$                 0$                     

Academy's Covered Payroll 62,586$            51,393$            28,604$         35,072$         22,536$             

Contributions as a Percentage of 
Covered Payroll 14.00% 14.00% 13.18% 13.86% 13.84%

(1) Information prior to fiscal year 2013 is unavailable
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REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF THE ACADEMY’S CONTRIBUTIONS

STATE TEACHERS RETIREMENT SYSTEM (STRS) OF OHIO
LAST FIVE FISCAL YEARS (1)

2017 2016 2015 2014 2013

Contractually Required Contribution 65,968$            80,880$            70,944$         48,766$         31,716$             

Contributions in Relation to the 
Contractually Required Contribution (65,968) (80,880) (70,944) (48,766) (31,716)

Contribution Deficiency (Excess) 0$                    0$                    0$                 0$                 0$                     

Academy's Covered Payroll 471,200$          577,714$          506,743$       375,123$       243,969$           

Contributions as a Percentage of 
Covered Payroll 14.00% 14.00% 14.00% 13.00% 13.00%

(1) Information prior to fiscal year 2013 is unavailable
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NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
FOR FISCAL YEAR ENDEDS JUNE 30, 2017 AND 2016

SCHOOL EMPLOYEES RETIREMENT SYSTEM (SERS) OF OHIO

Changes in benefit terms: There were no changes in benefit terms from the amounts reported 
for fiscal year 2016 and 2017.

Changes in assumptions: Amounts reported in 2017 reflect an adjustment of rates of 
withdrawal, retirement and disability to more closely reflect actual experience and the
expectation of retired life mortality was based on RP-2014 Blue Collar Mortality Tables and 
RP-2000 Disabled Mortality Table.  See the notes to the basic financials for the methods and 
assumptions in this calculation.

STATE TEACHERS RETIRMENT SYSTEM (STRS) OF OHIO

Changes in benefit terms: There were no changes in benefit terms from the amounts reported 
for fiscal year 2016 and 2017.

Changes in assumptions: There were no changes in methods and assumptions used in the 
calculation of actuarial determined contributions for fiscal year 2016 and 2017. See the notes 
to the basic financials for the methods and assumptions in this calculation.
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER 

FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 
REQUIRED BY GOVERNMENT AUDITING STANDARDS 

 
 
 
Nexus Academy of Cleveland 
Cuyahoga County 
4850 Pearl Road 
Cleveland, Ohio 44114 
 
 
To the Board of Directors: 
 
We have audited, in accordance with auditing standards generally accepted in the United States and the 
Comptroller General of the United States’ Government Auditing Standards, the financial statements of the 
Nexus Academy of Cleveland, Cuyahoga County, (the Academy) as of and for the year ended June 30, 
2017, and the related notes to the financial statements, which collectively comprise the Academy’s basic 
financial statements and have issued our report thereon dated April 20, 2018, wherein we noted the 
Academy experienced financial difficulties during the year ended June 30, 2017. In addition, the 
Academy’s name has changed to Cleveland Preparatory Academy. 

 
Internal Control Over Financial Reporting 
 
As part of our financial statement audit, we considered the Academy’s internal control over financial 
reporting (internal control) to determine the audit procedures appropriate in the circumstances to the 
extent necessary to support our opinion(s) on the financial statements, but not to the extent necessary to 
opine on the effectiveness of the Academy’s internal control.  Accordingly, we have not opined on it.   
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, when performing their assigned functions, to prevent, or detect and timely 
correct misstatements.  A material weakness is a deficiency, or combination of internal control 
deficiencies resulting in a reasonable possibility that internal control will not prevent or detect and timely 
correct a material misstatement of the Academy’s financial statements.  A significant deficiency is a 
deficiency, or a combination of deficiencies, in internal control that is less severe than a material 
weakness, yet important enough to merit attention by those charged with governance.   
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all internal control deficiencies that might be material 
weaknesses or significant deficiencies. Given these limitations, we did not identify any deficiencies in 
internal control that we consider material weaknesses.  However, unidentified material weaknesses may 
exist.  
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Compliance and Other Matters 
 

As part of reasonably assuring whether the Academy’s financial statements are free of material 
misstatement, we tested its compliance with certain provisions of laws, regulations, contracts, and grant 
agreements, noncompliance with which could directly and materially affect the determination of financial 
statement amounts.  However, opining on compliance with those provisions was not an objective of our 
audit and accordingly, we do not express an opinion. The results of our tests disclosed no instances of 
noncompliance or other matters we must report under Government Auditing Standards.   
 
Purpose of this Report 

 
This report only describes the scope of our internal control and compliance testing and our testing results, 
and does not opine on the effectiveness of the Academy’s internal control or on compliance.  This report 
is an integral part of an audit performed under Government Auditing Standards in considering the 
Academy’s internal control and compliance.  Accordingly, this report is not suitable for any other purpose. 
 
 
 
 
 
 
 
Dave Yost  
Auditor of State 
Columbus, Ohio 
 
 
April 20, 2018 
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CLEVELAND PREPARATORY ACADEMY 
 

CUYAHOGA COUNTY 
 
 

CLERK’S CERTIFICATION 
This is a true and correct copy of the report which is required to be filed in the Office of the 
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio. 

 
             

      
 
 
 
 

 
 

CLERK OF THE BUREAU 
 
CERTIFIED 
MAY 10, 2018 
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88 East Broad Street, Columbus, Ohio 43215 
Phone: 614-466-4514 or 800-282-0370 

www.ohioauditor.gov

 
 
 
Board of Trustees 
Cleveland Preparatory Academy 
4850 Pearl Road 
Cleveland, Ohio 44114 
 
 
We have reviewed the Independent Auditor’s Report of the Cleveland Preparatory Academy, 
Cuyahoga County, prepared by Rea & Associates, Inc., for the audit period July 1, 2017 through 
June 30, 2018.  Based upon this review, we have accepted these reports in lieu of the audit 
required by Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying 
financial statements and, accordingly, we are unable to express, and do not express an opinion on 
them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Cleveland Preparatory Academy is responsible 
for compliance with these laws and regulations. 
 
 
Ohio Auditor of State 
 
 
 
 
 
 
 
January 16, 2019  
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1

December 26, 2018

To the Board of Trustees
Cleveland Preparatory Academy
4850 Pearl Road
Cleveland, Ohio 44114

Independent Auditor's Report

Report on the Financial Statements

We have audited the accompanying financial statements of the Cleveland Preparatory Academy, 
Cuyahoga County, Ohio, (the “Academy”) as of and for the year ended June 30, 2018, and the related 
notes to the financial statements, which collectively comprise the Academy’s basic financial statements as 
listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation 
and fair presentation of the financial statements in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s 
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Academy, as of June 30, 2018, and the changes in its financial position and its
cash flows for the year then ended in accordance with accounting principles generally accepted in the 
United States of America.

Emphasis of Matter

As described in Note 15 to the financial statements, the Academy restated the net position balance to account 
for the implementation of Governmental Accounting Standard Board (GASB) Statement No. 75, “Accounting 
and financial reporting for Postemployment Benefits other than Pensions.” Our opinion is not modified with 
respect to this matter.

The accompanying financial statements have been prepared assuming the Academy will continue as a going 
concern. As disclosed in Note 16 to the financial statements, the Academy has suffered recurring losses from 
operations and has a net position deficit of $1,721,789 that raises substantial doubt about its ability to continue 
as a going concern. This deficit net position includes the effect of the net pension liability, net opeb liability,
and related accruals totaling $995,247. Note 16 describes management’s plan regarding these issues. The 
financial statements do not include any adjustments that might result from the outcome of this uncertainty. Our 
opinion is not modified with respect to this matter.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the Academy's Proportionate Share of the Net Pension Liability,
Schedule of the Academy’s Contributions - Pension, Schedule of the Academy’s Proportionate Share of 
the Net OPEB Liability, and the Schedule of the Academy’s Contributions - OPEB on pages 5–11, 45-46, 
47-48, 49-50, and 51-52, respectively, be presented to supplement the basic financial statements. Such 
information, although not a part of the basic financial statements, is required by the Governmental 
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the 
basic financial statements in an appropriate operational, economic, or historical context. We have applied 
certain limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion 
or provide any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 26, 
2018 on our consideration of the Academy’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness 
of the Academy’s internal control over financial reporting or on compliance. That report is an integral part 
of an audit performed in accordance with Government Auditing Standards in considering the Academy’s 
internal control over financial reporting and compliance.

Medina, Ohio
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5 
 

 
The discussion and analysis of the Cleveland Preparatory Academy (formerly known as NEXUS Academy 
of Cleveland), (the Academy) financial performance provides an overall review of the Academy’s 
financial activities for the fiscal year ended June 30, 2018. The intent of this discussion and analysis is to 
look at the Academy’s’ financial performance as a whole; readers should also review the basic financial 
statements and notes to the basic financial statements to enhance their understanding of the 
Academy’s financial performance.  
 
FINANCIAL HIGHLIGHTS 
 
Key Financial Highlights for the Academy for the 2017-18 fiscal year are as follows:  

• Total Assets decreased $194,287. 
• Total Liabilities decreased $280,672.   
• Total Net Position decreased $315,243.  
• Total Operating and Non-Operating revenues were $1,090,767. Total Operating expenses were 

$1,406,010.  
• The Academy implemented GASB Statement No. 75 related to OPEBs and restated net position 

at June 30, 2017.  See further discussion in Note 15. 
 

USING THIS ANNUAL REPORT 
  
This report consists of three parts: the basic financial statements, notes to those statements, and 
Required Supplemental Information.  The basic financial statements include a Statement of Net Position, 
a Statement of Revenues, Expenses and Change in Net Position, and a Statement of Cash Flows.   

The Statement of Net Position and Statement of Revenues, Expenses, and Changes in Net Position 
reflect how the Academy did financially during fiscal year 2018.  These statements include all assets, 
deferred outflows of resources, liabilities, and deferred inflows of resources using the accrual basis of 
accounting similar to the accounting used by most private-sector companies. This basis of accounting 
includes all of the current year revenues and expenses regardless of when cash is received or paid.  
 
These statements report the Academy’s net position and changes in net position. This change in net 
position is important because it tells the reader whether the financial position of the Academy has 
improved or diminished. The causes of this change may be the result of many factors, some financial, 
some not. Non-financial factors include the Academy’s’ student enrollment, per-pupil funding as 
determined by the State of Ohio, change in technology, required educational programs and other 
factors. 
 
The Academy uses enterprise presentation for all of its activities. 
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USING THIS ANNUAL REPORT (Continued) 
 
Table 1 provides a summary of the Academy’s net position for fiscal years 2018 and 2017.  
 

Assets

Current Assets  $                100,723  $                292,264 

Capital Assets, Net                                -                           2,746 

     Total Assets                    100,723                    295,010 

Deferred Outflows of Resources                    668,510                    756,134 

       

Liabilities        

Current Liabilities                    827,265                    285,010 

NonCurrent Liabilities                 1,342,381                 2,165,308 

      Total Liabilties                 2,169,646                 2,450,318 

Deferred Inflows of Resources                    321,376                         7,372 

Net Position

Investment in Capital Assets                                -                           2,746 

Unrestricted               (1,721,789)               (1,409,292)

      Total Net Position  $           (1,721,789)  $           (1,406,546)
 

Table 1
Statement of Net Position

2018 Restated 2017

 
Current assets decreased $191,541 primarily due to a reduction in cash from operations. Current 
liabilities increased $542,255 due to a decrease in enrollment and decreasing revenue available for 
expenses. 
 
The net pension liability (NPL) is the largest single liability reported by the Academy at June 30, 2018   
and is reported pursuant to GASB Statement 68, “Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27.”   For fiscal year 2018, the Academy adopted GASB Statement 75, 
“Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions,” which 
significantly revises accounting for costs and liabilities related to other postemployment benefits 
(OPEB).  For reasons discussed below, many end users of this financial statement will gain a clearer 
understanding of the Academy’s actual financial condition by adding deferred inflows related to pension 
and OPEB, the net pension liability and the net OPEB liability to the reported net position and 
subtracting deferred outflows related to pension and OPEB. 
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USING THIS ANNUAL REPORT (Continued) 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OPEB liability.  GASB 68 and GASB 
75 take an earnings approach to pension and OPEB accounting; however, the nature of Ohio’s statewide 
pension/OPEB plans and state law governing those systems requires additional explanation in order to 
properly understand the information presented in these statements. 
 
GASB 68 and GASB 75 require the net pension liability and the net OPEB liability to equal the Academy’s 
proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 
 
GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, 
benefits, and the promise of a future pension and other postemployment benefits.  GASB noted that the 
unfunded portion of this promise is a present obligation of the government, part of a bargained-for 
benefit to the employee, and should accordingly be reported by the government as a liability since they 
received the benefit of the exchange.  However, the Academy is not responsible for certain key factors 
affecting the balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension 
benefits with the employer.  Both employer and employee contribution rates are capped by State 
statute.  A change in these caps requires action of both Houses of the General Assembly and approval of 
the Governor.  Benefit provisions are also determined by State statute.  The Ohio revised Code permits, 
but does not require the retirement systems to provide healthcare to eligible benefit recipients.  The 
retirement systems may allocate a portion of the employer contributions to provide for these OPEB 
benefits. 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a 
specific, legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension/OPEB plan as against the public employer.  State law 
operates to mitigate/lessen the moral obligation of the public employer to the employee, because all 
parties enter the employment exchange with notice as to the law.  The retirement system is responsible 
for the administration of the pension and OPEB plans 
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. 
sick and vacation leave), are satisfied through paid time-off or termination payments.  There is no 
repayment schedule for the net pension liability or the net OPEB liability.  As explained above, changes 
in benefits, contribution rates, and return on investments affect the balance of these liabilities but are 
outside the control of the local government.  In the event that contributions, investment returns, and 
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USING THIS ANNUAL REPORT (Continued) 
 
other changes are insufficient to keep up with required payments, State statute does not assign/identify 
the responsible party for the unfunded portion.  Due to the unique nature of how the net pension 
liability and the net OPEB liability are satisfied, these liabilities are separately identified within the long-
term liability section of the statement of net position. 
 
In accordance with GASB 68 and GASB 75, the Academy’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate 
share of each plan’s change in net pension liability and net OPEB liability, respectively, not accounted for 
as deferred inflows/outflows.  
 
As a result of implementing GASB 75, the Academy is reporting a net OPEB liability and deferred 
inflows/outflows of resources related to OPEB on the accrual basis of accounting.  This implementation 
also had the effect of restating net position at June 30, 2017, from ($1,088,041) to ($1,406,546). 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

This space is intentionally left blank
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USING THIS ANNUAL REPORT (Continued) 
 
Statement of Revenues, Expenses and Changes in Net Position - Table 2 shows the changes in Net 
Position for fiscal year 2018, as well as a listing of revenues and expenses.   This change in Net Position is 
important because it tells the reader that, for the Academy as a whole, the financial position of the 
Academy has improved or diminished. The cause of this may be the result of many factors, some 
financial, some not.  Non-financial factors include the current laws in Ohio restricting revenue growth, 
facility conditions, required educational programs and other factors. Overall, the decrease in Operating 
Revenues was a result of less students being enrolled over the prior year. There were also corresponding 
decreases across most of the expense categories during fiscal year 2018 due to less students needing to 
be served and certain expenses being based on a percentage of revenues, which overall were lower 
compared to the prior year. In addition, pension/OPEB expenses decreased as further explained in Notes 
8 and 9. Due to a change in management companies and the structure in agreements, there was no 
management company credits given during 2018. 
 

Operating Revenues

State Aid  $                904,073  $             1,251,149 

Other                       11,963                                -   

     Total Operating Revenues                    916,036                 1,251,149 

Operating Expenses       

Purchased Services (including pension/OPEB)                 1,245,633                 2,693,197 

Materials and Supplies                    131,770                                -   

Depreciation                         2,747                         3,152 

Other                       25,860                                -   

      Total Operating Expenses                 1,406,010                 2,696,349 

Operating (Loss)                   (489,974)               (1,445,200)

Non-Operating Revenues

Federal Grants                    174,731                    170,369 

Other Revenue                                -                           8,571 

Management Company Credits                                -                   1,001,705 

      Total Revenues                    174,731                 1,180,645 
 
Change in Net Position (315,243)$               (264,555)$               

Table 2
Change in Net Position

2018 2017
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USING THIS ANNUAL REPORT (Continued) 
 
The information necessary to restate the 2017 beginning balances and the 2017 OPEB expense amounts 
for the effects of the initial implementation of GASB 75 is not available.  Therefore, 2017 functional 
expenses still include OPEB expense of $1,102 computed under GASB 45.  GASB 45 required recognizing 
pension expense equal to the contractually required contributions to the plan. Under GASB 75, OPEB 
expense represents additional amounts earned, adjusted by deferred inflows/outflows. The 
contractually required contribution is no longer a component of OPEB expense. Under GASB 75, the 
2018 statements report negative OPEB expense of $53,651.  Consequently, in order to compare 2018 
total program expenses to 2017, the following adjustments are needed: 
 

Total 2018 program expenses under GASB 75 1,406,010$              

Negative OPEB expense under GASB 75 53,651                      
2018 contractually required contribution 2,445                        

Adjusted 2018 program expenses 1,462,106                

Total 2017 program expenses under GASB 45 2,696,349                

Decrease in program expenses not related to OPEB 1,234,243$              

 
 
CAPITAL ASSETS  
 
At fiscal year end, the Academy’s net capital asset balance was zero.  This balance represents no current 
year additions and offset by the current year depreciation of $2,747.  For more information on capital 
assets, see Note 5 of the Basic Financial Statements. 
 
DEBT 
 
As of June 30, 2018, the Academy did not have any outstanding debt obligations. 
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CURRENT FINANCIAL ISSUES 
 
The Academy is a community School and is funded through the State of Ohio Foundation Program.  The 
Academy relies on this, as well as, State and Federal funds as its primary source of revenue.   In 2018 the 
State raised the base per pupil funding to $6,010, which is up from $6,000 in the previous year.  
Additionally, community schools in Ohio will be allocated a small amount of facilities funding which is 
also per pupil based.  This amount is projected to be $200 per pupil. 
 
The full-time equivalent enrollment of the Academy for the year ended June 30, 2018 was 111 which is 
an increase compared to 2017 which had enrollment of 164.    
 
Overall, the Academy will continue to provide learning opportunities and apply resources to best meet 
the needs of students. 
 
CONTACTING THE ACADEMY’S FINANCIAL MANAGEMENT  
 
This financial report is designed to provide our citizen’s, taxpayers, investors and creditors with a 
general overview of the Academy’s finances and to demonstrate accountability for the money it 
receives. If you have questions about this report or need additional information contact the Academy’s 
Fiscal Officer, C. David Massa, CPA, of Massa Financial Solutions, LLC, 4850 Pearl Road, Cleveland, Ohio 
44114.
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CLEVELAND PREPARATORY ACADEMY - CUYAHOGA COUNTY, OHIO 
  

Statement of Net Position 
At June 30, 2018 

 
Assets:
Current Assets:
    Cash and Cash Equivalents 10,887$            
    Accounts Receivable 2,704
    Intergovernmental Receivable 67,383
    Other Assets 19,749
      Total Current Assets 100,723

Total Assets 100,723            

Deferred Outflows of Resources:
    Pension 652,376            
    OPEB 16,134               

 Total Deferred Outflows of Resources 668,510            

Liabilities:
Current Liabilities:
    Accounts Payable, Trade 711,745            
    Accounts Payable, Related Party 65,571               
    Accrued Expenses 49,949               
       Total Current Liabilities 827,265            

Noncurrent Liabilities:
  Net Pension Liabil ity 1,129,682
  Net OPEB Liabil ity 212,699
    Total Noncurrent Liabilities 1,342,381

       Total Liabilities 2,169,646

Deferred Inflows of Resources:
    Pension 255,532            
    OPEB 65,844               

 Total Deferred Inflows of Resources 321,376            

Net Position:
  Unrestricted Net Position (1,721,789)
  Total Net Position (1,721,789)$     

See Accompanying Notes to the Basic Financial Statements  
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CLEVELAND PREPARATORY ACADEMY - CUYAHOGA COUNTY, OHIO 
  

Statement of Revenues, 
Expenses and Changes in Net Position 

For the Fiscal Year Ended June 30, 2018 
 

Operating Revenues:
  State Aid 904,073$          
  Miscellaneous 11,963
    Total Operating Revenues 916,036

Operating Expenses:
  Purchased Services 1,245,633
  Depreciation 2,747
  Supplies 131,770
  Other Operating Expenses 25,860
    Total Operating Expenses 1,406,010

      Operating Loss (489,974)

Non-Operating Revenues:
  Federal and State Restricted Grants 174,731
    Net Non-operating Revenues 174,731

Change in Net Position (315,243)           

Net Position Beginning of Year, Restated (1,406,546)        
Net Position End of Year (1,721,789)$     

See Accompanying Notes to the Basic Financial Statements  
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CLEVELAND PREPARATORY ACADEMY - CUYAHOGA COUNTY, OHIO 

  
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2018 
 

CASH FLOWS FROM OPERATING ACTIVITIES
State Aid Receipts 904,073$          
Other Operating Receipts 11,963               
Cash Payments to Suppliers for Goods and Services (1,295,856)        

Net Cash Used By Operating Activities (379,820)           

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Federal and State Grant Receipts 160,186            

Net Cash Provided By Noncapital Financing Activities 160,186            

Net Decrease in Cash and Cash Equivalents (219,634)           

Cash and Cash Equivalents - Beginning of the Year 230,521            
Cash and Cash Equivalents - Ending of the Year 10,887$            

See Accompanying Notes to the Basic Financial Statements  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

(Continued) 
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CLEVELAND PREPARATORY ACADEMY - CUYAHOGA COUNTY, OHIO  
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2018 

(Continued) 

Reconciliation of Operating Loss to Net Cash Used For Operating Activities
Operating Loss (489,974)$         

Adjustments to Reconcile Operating Loss to Net Cash Used For Operating Activities

Depreciation 2,747                 

Changes in Assets, Liabil ities, and Deferred Inflows and Outflows:
Decrease in Receivables
(Increase)/ Decrease in Deferred Outflows 87,624               
Increase/ (Decrease) in Deferred Inflows 314,004            
Increase/ (Decrease) in Net Pension/OPEB Liabil ity (822,927)           
(Increase)/ Decrease in Other Assets (19,749)             
Increase/(Decrease) in Accounts Payable, Trade 711,745            
Increase/(Decrease) in Contracts Payable (164,247)           
Increase/(Decrease) in Accrued Expenses (70,814)             
Increase/(Decrease) in Accounts Payable , Related Party 65,571               
(Increase)/ Decrease in Receivables 6,200                 

Net Cash Used For Operating Activities (379,820)$         

See Accompanying Notes to the Basic Financial Statements  
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NOTE 1 - DESCRIPTION OF THE ENTITY 
 
The Cleveland Preparatory Academy (formerly known as NEXUS Academy of Cleveland), (the Academy) 
is a nonprofit corporation established pursuant to Ohio Revised Code Chapters 3314 and 1702. The 
Academy's mission is to provide top-quality personalized education for students and their families 
through internet or computer-based learning outside of the traditional classroom. The Academy will 
maintain a commitment to excellence in curriculum, instruction, accountability and communication and 
will ensure that its programs follow the principles of parental involvement, individualized instruction 
and high-quality teaching. 
 
The Academy was approved for operation under a contract with The Ohio Council of Community 
Schools, the Sponsor.  The Sponsor is responsible for evaluating the performance of the Academy and 
has the authority to deny renewal of the contract at its expiration. 
 
The Academy operates under the direction of a five-member Board of Directors (the Board).  The Board 
of Directors may not be fewer than five members. The Board is responsible for carrying out the 
provisions of the contract which include, but are not limited to, state mandated provisions regarding 
student populations, curriculum, academic goals, performance standards, admissions standards, and 
qualifications of teachers.  The Board controls the Academy’s instructional and administrative staff. 
 
The Academy contracts with Accel Schools for management services including management of 
personnel and human resources, the program of instruction, technology, marketing, data management, 
purchasing, strategic planning, public relations, financial reporting, recruiting, compliance issues, 
budgets, contracts, and equipment and facilities. 
 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The basic financial statements of the Academy have been prepared in conformity with generally 
accepted accounting principles (GAAP) as applied to governmental nonprofit organizations.  The 
Governmental Accounting Standards Board (GASB) is the standard-setting body for establishing 
governmental accounting and financial reporting principles.  The more significant of the Academy’s 
accounting policies are described below. 
 
Basis of Presentation - The Academy’s basic financial statements consist of a Statement of Net Position, 
a Statement of Revenues, Expenses and Changes in Net Position, and a Statement of Cash Flows. 
Enterprise fund reporting focuses on the determination of the changes net position, financial position 
and cash flows. 
 
The Governmental Accounting Standards Board requires the presentation of all financial activity to be 
reported within one enterprise fund for year-ending reporting purposes.  Enterprise accounting is used 
to account for operations that are financed and operated in a manner similar to private business 
enterprise where the intent is that the cost (expense) of providing goods and services to the general 
public on a continuing basis be financed or recovered primarily through user charges. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Measurement Focus and Basis of Accounting - The accounting and financial reporting treatment is 
determined by measurement focus. Enterprise accounting uses a flow of economic resources 
measurement focus. Under this measurement focus, all assets, all deferred outflows of resources, all 
liabilities, and all deferred inflows of resources are included on the Statement of Net Position. The 
Statement of Revenues, Expenses and Changes in Net Position presents increases (e.g., revenues) and 
decreases (e.g., expenses) in total Net Position. 
 
Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported 
in the financial statements. The accrual basis of accounting is used for reporting purposes.  Revenues are 
recognized when they are earned, and expenses are recognized when they are incurred.  
 
Budgetary Process - Community Schools are statutorily required to adopt a budget by ORC 3314.032(c). 
However, unlike other public schools located in the state of Ohio, community schools are not required 
to follow budgetary provisions set forth in Ohio Revised Code Chapter 5705 (with the exception section 
5705.391 – Five Year Forecasts), unless specifically provided for in the School’s sponsorship agreement. 
The contract between the Academy and its Sponsor does not require the Academy to follow the 
provisions of ORC 5705; therefore, no budgetary information is presented in the basic financial 
statements. 
       
Cash and Cash Equivalents - Cash received by the Academy is reflected as “Cash and Cash Equivalents” 
on the Statement of Net Position.  The Academy did not have any investments during the period ended 
June 30, 2018. 
      
Estimates - The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and assumptions 
that affect the amounts reported in the financial statements and accompanying notes.  Actual results 
may differ from these estimates. 
 
Capital Assets and Depreciation - Capital assets are capitalized at cost.  The costs of additions are 
capitalized and expenditures for repairs and maintenance are expensed when incurred.  When property 
is sold or retired, the related costs and accumulated depreciation are removed from the financial 
records and any gain or loss is included in additions to or deductions from Net Position. The net book 
value of the Academy’s capital assets as of June 30, 2018 was zero. Depreciation of capital assets is 
calculated utilizing the straight-line method over the estimated useful lives of the assets which are as 
follows: 

  
Asset Class                               Useful Life 
Furniture, Fixtures, & Equipment               5 years 

 
The Academy’s policy for asset capitalization threshold is $5,000. Assets or certain asset groups not 
meeting the capitalization threshold are not capitalized and are not included in the assets represented 
in the accompanying Statement of Net Position. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Intergovernmental Revenues - The Academy currently participates in the State Foundation Program. 
Revenues received from this program are recognized as operating revenues in the accounting period in 
which all eligibility requirements have been met. 
 
Grants and entitlements are recognized as non-operating revenues in the accounting period in which 
eligibility requirements have been met. 
 
Eligibility requirements include timing requirements, which specify the year when the resources are 
required to be used or the fiscal year when use is first permitted, matching requirements, in which the 
Academy must provide local resources to be used for a specified purpose, and expenditure 
requirements, in which the resources are provided to the Academy on a reimbursement basis. 
 
The Academy also participates in various federal programs passed through the Ohio Department of 
Education. 
 
Under the above programs the Academy recorded $904,073 this fiscal year from the Foundation 
Program and Casino Tax Revenues. $174,731 was recognized from Federal grants and other 
intergovernmental sources. 
 
Accrued Liabilities - Obligations incurred but unpaid at June 30 are reported as accrued liabilities in the 
accompanying financial statements.  These liabilities consisted of Accounts Payable and Accrued 
Expenses totaling $827,265 at June 30, 2018. 
 
Exchange and Non-Exchange Transactions - Revenue resulting from exchange transactions, in which 
each party gives and receives essentially equal value, is recorded on the accrual basis when the 
exchange takes place. Non-exchange transactions, in which the Academy receives value without directly 
giving equal value in return, include grants, entitlements and donations.  Revenue from grants, 
entitlements and donations is recognized in the fiscal year in which all eligibility requirements have been 
satisfied.  Eligibility requirements include timing requirements, which specify the year when the 
resources are required to be used or the fiscal year when use is first permitted, matching requirements, 
in which the Academy must provide local resources to be used for a specified purpose, and expenditures 
requirements, in which the resources are provided to the Academy on a reimbursement basis. 
 
Net Position - Net Position represents the difference between assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources.  Net position is reported as restricted when there are 
limitations imposed on their use through external restriction imposed by creditors, grantors, or laws and 
regulations of other governments.  The Academy applies restricted resources when an expense is 
incurred for purposes for which both restricted and unrestricted net position are available. Net position 
invested in capital assets consist of capital assets, net of accumulated depreciation, reduced by the 
outstanding balances of any borrowings used for the acquisition, construction, or improvement of those 
assets. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Operating Revenues and Expenses - Operating revenues are those revenues that are generated directly 
from the primary activities of the Academy.  For the Academy, these revenues are primarily the State 
Foundation program.  Operating expenses are necessary costs incurred to provide the good or service 
that is the primary activity of the Academy.  All revenues and expenses not meeting this definition are 
reported as non-operating.  There were no non-operating expenses reported at June 30, 2018. 
 
Deferred Inflows and Deferred Outflows of Resources - In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of resources represent a consumption of net position that applies to a future period and will not be 
recognized as an outflow of resources (expense/expenditure) until then. For the Academy, deferred 
outflows of resources are reported on the statement of net position for pension and OPEB.  The 
deferred outflows of resources related to pension and OPEB plans are explained in Note 8 and 9. 

 
In addition to liabilities, the statements of financial position report a separate section for deferred 
inflows of resources. Deferred inflows of resources represent an acquisition of net position that applies 
to a future period and will not be recognized until that time. For the Academy, deferred inflows of 
resources include pension and OPEB. These amounts are deferred and recognized as an inflow of 
resources in the period the amounts become available.  Deferred inflows of resources related to pension 
and OPEB plans are reported on the statement of net position. (See Note 8 and 9) 
 
Pensions Other Postemployment Benefits (OPEB) 
 
For purposes of measuring the net pension/OPEB liability, deferred outflows of resources and deferred 
inflows of resources related to pensions/OPEB, and pension/OPEB expense, information about the 
fiduciary net position of the pension/OPEB plans and additions to/deductions from their fiduciary net 
positon have been determined on the same basis as they are reported by the pension/OPEB plan.  For 
this purpose, benefit payments (including refunds of employee contributions) are recognized when due 
and payable in accordance with the benefit terms.  The pension/OPEB plans report investments at fair 
value. 
 
NOTE 3 - CASH AND CASH EQUIVALENTS 
 
The Academy classifies deposits by category of risk as defined in GASB Statement No.3 “Deposits with 
Financial Institutions, Investments (including Repurchase Agreements) and Reverse Repurchase 
Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk Disclosures”. 
 
The Academy maintains its cash balances at Huntington Bank in Ohio. The balances are insured by the 
Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account. At June 30, 2018, 
the book amount of the Academy’s deposits was $10,887 and the bank balance was $62,061 
 
 
 
 

Attachment 26: Audited Financial Statements Page 1631



CLEVELAND PREPARATORY ACADEMY - CUYAHOGA COUNTY, OHIO 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2018 
 

20 
 

NOTE 4 - INTERGOVERNMENTAL RECEIVABLES 
 
The Academy has receivables due from intergovernmental sources totaling $67,383 at June 30, 2018. 
These receivables represented monies due from Title I, IDEA, Title IIA, and the State Foundation 
Program, but not received as of June 30, 2018.  
 
NOTE 5 - CAPITAL ASSETS  
 
For the period ending June 30, 2018, the Academy’s capital assets consisted of the following: 
 

Balance Balance
06/30/17 Additions Deletions 06/30/18

Capital Assets:
Furniture & Equipment 15,758$         -$                -$             15,758$          

Total Capital Assets 15,758           -                  -                15,758            

Less Accumulated Depreciation:
Furniture & Equipment (13,011)          (2,747)             -                (15,758)           
Total Accumulated Depreciation (13,011)          (2,747)             -                (15,758)           

Total Capital Assets, Net 2,747$           (2,747)$          -$                  -$                 

 
NOTE 6 - RISK MANAGEMENT 

 
Property & Liability - The Academy is exposed to various risks of loss related to torts; theft of, damage 
to, and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  During 
the fiscal year ending June 30, 2018, the Academy contracted with Cincinnati Insurance Group for 
nonprofits and maintained general liability insurance with a $1,000,000 single occurrence limit and 
$2,000,000 annual aggregate and an umbrella policy aggregate coverage of $10,000,000. There have 
been no reductions in coverage of settlements from the prior year, and there have been no settlements 
in excess of coverage amounts over the prior three years.    
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NOTE 7 - LONG-TERM OBLIGATIONS 
 

The changes in the Academy’s long-term obligations during fiscal year 2018 were as follows: 

 
NOTE 8 - DEFINED BENEFIT PENSIONS PLANS 

  
Net Pension Liability 
 
The net pension liability reported on the Statement of Net Position represents a liability to employees for 
pensions. Pensions are a component of exchange transactions-–between an employer and its 
employees—of salaries and benefits for employee services.  Pensions are provided to an employee—on a 
deferred-payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for pensions is a present obligation 
because it was created as a result of employment exchanges that already have occurred. 
 
The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   
 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which pensions are financed; however, the 
Academy does receive the benefit of employees’ services in exchange for compensation including 
pension.  

Restated Balance 
6/30/2017 Additions Reductions

Balance 
6/30/2018

Post Employment Liability:
Net Pension Liability 1,845,701$            -$                         (716,019)$              1,129,682$            
Net OPEB Liability 319,607                  -                           (106,908)                212,699                  

Total Post Employment Liability 2,165,308              -                            (822,927)                1,342,381              

Total Long-Term Obligations 2,165,308$            -$                         (822,927)$              1,342,381$            
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NOTE 8 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded 
liabilities within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must 
propose corrective action to the State legislature.  Any resulting legislative change to benefits or funding 
could significantly affect the net pension liability.   Resulting adjustments to the net pension liability would 
be effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability 
on the accrual basis of accounting.  Any liability for the contractually-required pension contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   
 
Plan Description - School Employees Retirement System (SERS) 
 
Plan Description –Academy non-teaching employees participate in SERS, a cost-sharing, multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability, and 
survivor benefits, annual cost-of-living adjustments, and death benefits to plan members and 
beneficiaries.   
 
Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  SERS issues a 
publicly available, stand-alone financial report that includes financial statements, required supplementary 
information, and detailed information about SERS’ fiduciary net position.  That report can be obtained by 
visiting the SERS website at www.ohsers.org under Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 
 

Eligible to Eligible to
Retire on or before Retire on or after
August 1, 2017 * August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 65 with 5 years of service credit Age 57 with 30 years of service credit

Actuarially Reduced Benefits Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Age 55 with 25 years of service credit Age 60 with 25 years of service credit

* Members with 25 years of service credit as of August 1, 2017, will be included in this plan.  
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on years of service; 2.2 percent for the first thirty years of service and 2.5 percent for years 
of service credit over 30.  Final average salary is the average of the highest three years of salary. 
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NOTE 8 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
When a benefit recipient has received benefits for 12 months, an annual COLA is provided.  This COLA is 
calculated on the base retirement benefit at the date of retirement and is not compounded.  For those 
retiring prior to January 7, 2013, the COLA will continue to be a three percent simple annual COLA.  For 
those retiring after January 7, 2013, beginning in calendar 1019, the COLA will be based on the average 
percentage increase in the Consumer Price Index, capped at three percent. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the Academy is required to contribute 14 percent of annual covered payroll. The contribution 
requirements of plan members and employers are established and may be amended by the SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent for 
employers.  The Retirement Board, acting with the advice of the actuary, allocates the employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B 
Fund, and Health Care Fund).  For the fiscal year ended June 30, 2018, the allocation to pension, death 
benefits, and Medicare B was 14.00 percent. SERS allocated 0.5 percent of any employer contributions to 
the Health Care Fund for fiscal year 2018. 
 
The Academy’s contractually required contribution to SERS was $15,272 for fiscal year 2018.  
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description –Academy licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing, multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information, and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan, and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 
3307.  The DB plan offers an annual retirement allowance based on final average salary multiplied by a 
percentage that varies based on years of service.  Effective August 1, 2015, the calculation will be 2.2 
percent of final average salary for the five highest years of earnings multiplied by all years of service. 
Members are eligible to retire at age 60 with five years of qualifying service credit, or age 55 with 26 years 
of service, or 31 years of service regardless of age.  Age and service requirements for retirement will 
increase effective August 1, 2015, and will continue to increase periodically until they reach age 60 with 
35 years of service or age 65 with five years of service on August 1, 2026. 
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NOTE 8 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination 
of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan.  In the Combined Plan, 12.0 of 
the 14.0 percent member rates goes to the DC Plan and the remaining 2.0 percent goes to the DB plan. 
Member contributions to the DC plan are allocated among investment choices by the member, and 
contributions to the DB plan from the employer and the member are used to fund the defined benefit 
payment at a reduced level from the regular DB Plan.  The defined benefit portion of the Combined Plan 
payment is payable to a member on or after age 60 with five years of services.  The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity 
after termination of employment at age 50 or later.  
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another STRS plan.  The optional annuitization of a member’s defined contribution account or the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of investment gain or loss on the account.  STRS has therefore included all three plan 
options in the GASB 68 schedules of employer allocation and pension amounts by employer.  
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit that apply for disability benefits.  Members in the DC Plan who 
become disabled are entitled only to their account balance.  If a member of the DC Plan dies before 
retirement benefits begin, the member’s designated beneficiary is entitled to receive the member’s 
account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2018, plan members were required to contribute 14 percent of their annual covered salary. The 
Academy was required to contribute 14 percent; the entire 14 percent was the portion used to fund 
pension obligations. The fiscal year 2018 contribution rates were equal to the statutory maximum rates.  
 
The Academy’s contractually required contributions to STRS was $62,032 for fiscal year 2018.  
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NOTE 8 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions  

The net pension liability was measured as of June 30, 2017, and the total pension liability used to 
calculate the net pension liability was determined by an actuarial valuation as of that date. The Academy's 
proportion of the net pension liability was based on the Academy's share of contributions to the pension 
plan relative to the contributions of all participating entities.   
 
Following is information related to the proportionate share and pension expense: 
  

SERS STRS Total

Proportion of the Net Pension Liability

  Prior Measurement Date 0.00154630% 0.00517589%

Proportion of the Net Pension Liability

  Current Measurement Date 0.00186650% 0.00428606%

Change in Proportionate Share 0.00032020% -0.00088983%

Proportionate Share of the Net Pension

  Liability 111,519               1,018,163               1,129,682            

Pension Expense (5,836)                  (282,063)                 (287,899)               
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, changes in assumptions and changes in the School’s proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods. The difference between projected and actual investment 
earnings is recognized in pension expense using a straight-line method over a five-year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight-line method. Employer 
contributions to the pension plan subsequent to the measurement date are also required to be reported 
as a deferred outflow of resources. 
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NOTE 8 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
At June 30, 2018, the Academy reported deferred outflows of resources and deferred inflows of 
resources related to pensions from the following sources:  
 

SERS STRS Total
Deferred Outflows of Resources
Differences between Expected and 
  Actual Experience 4,800$                39,318$             44,118$             
Net Difference between Projected and 
  Actual Earnings on Pension Plan Investments 0 0 0
Changes of Assumptions 5,766 222,683 228,449
Changes in Proportion and Differences between 
  Academy Contributions and Proportionate  
  Share of Contributions 18,293 284,212 302,505
Academy Contributions Subsequent to the 
  Measurement Date 15,272 62,032 77,304
Total Deferred Outflows of Resources 44,131$              608,245$           652,376$           

Deferred Inflows of Resources
Differences between Expected and 
  Actual Experience 0$                      8,206$               8,206$               
Net Difference between Projected and 
  Actual Earnings on Pension Plan Investments 527 33,601 34,128
Changes in Proportion and Differences between 
  Academy Contributions and Proportionate  
  Share of Contributions 3,911 209,287 213,198
Total Deferred Inflows of Resources 4,438$                251,094$           255,532$           
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NOTE 8 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
$77,304 reported as deferred outflows of resources related to pension resulting from Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the year ending June 30, 2019.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to pension will be recognized in pension expense as follows:  
 

SERS STRS Total
Fiscal Year Ending June 30:

2019 3,168$                156,893$           160,061$           
2020 18,203 141,014 159,217
2021 5,649 31,747 37,396
2022 (2,599) (34,535) (37,134)

24,421$              295,119$           319,540$           
 

Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 
67 as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial 
valuations of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited 
service) and assumptions about the probability of occurrence of events far into the future (e.g., 
mortality, disabilities, retirements, employment termination).  Actuarially determined amounts are 
subject to continual review and potential modifications, as actual results are compared with past 
expectations and new estimates are made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point.  The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant.  In many cases actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2017, are presented below: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
COLA  or Ad Hoc COLA 2.5 percent
Investment Rate of Return 7.50 percent net of investments expense, including inflation
Actuarial Cost Method Entry Age Normal
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NOTE 8 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
The RP-2014 Blue Collar Mortality Table with fully generational projection and Scale BB, 120% of male 
rates and 110% of female rates is used to evaluate allowances to be paid. The RP-2000 Disabled 
Mortality Table with 90% for male rates and 100% for female rates set back five years is used for the 
period after disability retirement.  
 
The most recent experience study was completed June 30, 2015.   
 
The long-term return expectation for the Pension Plan Investments has been determined using a 
building-block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating a weighted averaged of the 
expected real return premiums for each asset class, adding the projected inflation rate, and adding the 
expected return from rebalancing uncorrelated asset classes. The target allocation and best estimates of 
arithmetic real rates of return for each major assets class are summarized in the following table: 
 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
International Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Stratagies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return 

 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute.  Projected inflows from investment earning were calculated using the long-term assumed 
investment rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of 
projected benefits to determine the total pension liability.   
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the 
Discount Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the 
potential impact the following table presents the net pension liability calculated using the discount rate 
of 7.50 percent, as well as what each plan’s net pension liability would be if it were calculated using a 
discount rate that is one percentage point lower (6.50 percent), or one percentage point higher (8.50 
percent) than the current rate.  
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NOTE 8 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

Academy's proportionate share

  of the net pension liability $154,760 $111,519 $75,297  
 
Actuarial Assumptions – STRS  

The total pension liability in the June 30, 2017, actuarial valuation was determined using the following 
actuarial assumptions, applied to all periods included in the measurement:  
 

 
Post-retirement mortality rates for healthy retirees are based on the RP-2014 Annuitant Mortality Table 
with 50% of rates through age 69, 70% of rates between ages 70 and 79, 90% of rates between ages 80 
and 84, and 100% of rates thereafter, projected forward generationally using mortality improvement 
scale MP-2016.  Post-retirement disabled mortality rates are based on the RP-2014 Disabled Mortality 
Table with 90% of rates for males and 100% of rates for females, projected forward generationally using 
mortality improvement scale MP-2016.  Pre-retirement mortality rates are based on RP-2014 Employee 
Mortality Table, projected forward generationally using mortality improvement scale MP-2016.Actuarial 
assumptions used in the July 1, 2017, valuation are based on the results of an actuarial experience 
study, for the period July 1, 2011 through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long-term expected 
rate of return for each major asset class are summarized as follows:   
 

Target
Asset Class Allocation*

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Long-Term Expected
Real Rate of Return **
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NOTE 8 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
* The target allocation percentage is effective as of July 1, 2017.  Target weights will be phased in over the 
24-month period concluding on July 1, 2019. 
 
** 10-Year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25% 
and does not include investment expenses. Over a 30-year period, STRS Ohio’s investment consultant 
indicates that the above target allocations should generate a return above the actuarial rate of return, 
without net value added by management.  
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2017. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate 
increases described above. For this purpose, only employer contributions that are intended to fund 
benefits of current plan members and their beneficiaries are included.  Projected employer 
contributions that are intended to fund the service costs of future plan members and their beneficiaries, 
as well as projected contributions from future plan members, are not included.   
 
Based on those assumptions, STRS’ fiduciary net position was projected to be available to make all 
projected future benefit payments to current plan members as of June 30, 2017.  Therefore, the long-
term expected rate of return on pension plan investments of 7.45 percent was applied to all periods of 
projected benefit payment to determine the total pension liability as of June 30, 2017. 
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the 
Discount Rate The following table presents the Academy's proportionate share of the net pension 
liability calculated using the current period discount rate assumption of 7.45 percent, as well as what 
the Academy's proportionate share of the net pension liability would be if it were calculated using a 
discount rate that is one-percentage-point lower (6.45 percent) or one-percentage-point higher (8.45 
percent) than the current rate:  

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share

  of the net pension liability $1,459,502 $1,018,163 $646,401  
 
Assumption Changes since the Prior Measurement Date 
The Retirement Board approved several changes to the actuarial assumptions in 2017. The long term 
expected rate of return was reduced from 7.75 percent to 7.45 percent, the inflation assumption was 
lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered to 3.00 percent, 
and total salary increases rate was lowered by decreasing the merit component of the individual salary 
increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy and disabled 
mortality assumptions were updated to the RP-2014 mortality tables with generational improvement 
scale MP-2016. Rates of retirement, termination and disability were modified to better reflect 
anticipated future experience. 
 
Benefit Term Changes Since the Prior Measurement Date 
Effective July 1, 2017, the COLA was reduced to zero.  
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NOTE 9 - POSTEMPLOYMENT BENEFITS 
 
Net OPEB Liability 

 
The net OPEB liability reported on the statement of net position represents a liability to employees for 
OPEB. OPEB is a component of exchange transactions-–between an employer and its employees—of 
salaries and benefits for employee services.  OPEB are provided to an employee—on a deferred-
payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for OPEB is a present obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net OPEB liability represents the Academy’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB liability calculation is dependent on critical long-term 
variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting these estimates annually.   

 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which OPEB are financed; however, the 
Academy does receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the liability is solely the obligation of the employer, because they benefit from 
employee services.  OPEB contributions come from these employers and health care plan enrollees 
which pay a portion of the health care costs in the form of a monthly premium.  The Ohio revised Code 
permits, but does not require the retirement systems to provide healthcare to eligible benefit recipients. 
Any change to benefits or funding could significantly affect the net OPEB liability. Resulting adjustments 
to the net OPEB liability would be effective when the changes are legally enforceable. The retirement 
systems may allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB liability 
on the accrual basis of accounting.  Any liability for the contractually-required OPEB contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   
 
Plan Description - School Employees Retirement System (SERS) 
 
Health Care Plan Description - The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered 
a cost-sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the death of a member or retiree, are eligible for SERS’ health care coverage. Most retirees and  
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NOTE 9 - POSTEMPLOYMENT BENEFITS (continued) 
 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully  
insured Medicare Advantage plan; however, SERS maintains a traditional, self-insured preferred 
provider organization for its non-Medicare retiree population. For both groups, SERS offers a self-
insured prescription drug program. Health care is a benefit that is permitted, not mandated, by statute.  
The financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which 
can be obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with 
Internal Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or 
discontinue any health plan or program. Active employee members do not contribute to the Health Care 
Plan.  The SERS Retirement Board established the rules for the premiums paid by the retirees for health 
care coverage for themselves and their dependents or for their surviving beneficiaries.  Premiums vary 
depending on the plan selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required pensions and benefits, the 
Retirement Board may allocate the remainder of the employer contribution of 14 percent of covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2018, .5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro-rated if 
less than a full year of service credit was earned. For fiscal year 2018, this amount was $23,700. Statutes 
provide that no employer shall pay a health care surcharge greater than 2 percent of that employer’s 
SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the total statewide 
SERS-covered payroll for the health care surcharge.  For fiscal year 2018, the Academy’s surcharge 
obligation was $1,879.  
 
The surcharge added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The Academy’s contractually required contribution to SERS 
was $2,445 for fiscal year 2018.     
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NOTE 9 - POSTEMPLOYMENT BENEFITS (continued) 
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing 
Health Plan administered for eligible retirees who participated in the defined benefit or combined 
pension plans offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include 
hospitalization, physicians’ fees, prescription drugs and partial reimbursement of monthly Medicare Part 
B premiums.  Medicare Part B premium reimbursements will be discontinued effective January 1, 2020.  
The Plan is included in the report of STRS which can be obtained by visiting www.strsoh.org or by calling 
(888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be 
absorbed by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all 
health care plan enrollees, for the most recent year, pay a portion of the health care costs in the form of 
a monthly premium.  Under Ohio law, funding for post-employment health care may be deducted from 
employer contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 
2018, STRS did not allocate any employer contributions to post-employment health care.   
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB  
 
The net OPEB liability was measured as of June 30, 2017, and the total OPEB liability used to calculate 
the net OPEB liability was determined by an actuarial valuation as of that date. The Academy's 
proportion of the net OPEB liability was based on the Academy's share of contributions to the respective 
retirement systems relative to the contributions of all participating entities.  Following is information 
related to the proportionate share and OPEB expense: 
 

SERS STRS Total
Proportion of the Net OPEB Liability

Current Measurement Date 0.00169440% 0.00428606%
Prior Measurement Date 0.00140167% 0.00517589%

Change in Proportionate Share 0.00029273% -0.00088983%

Proportionate Share of the Net OPEB Liability 45,473$               167,226$             212,699$             
OPEB Expense 4,175$                 (57,826)$              (53,651)$              
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NOTE 9 - POSTEMPLOYMENT BENEFITS (continued) 
 
At June 30, 2018, the Academy reported deferred outflows of resources and deferred inflows of 
resources related to OPEB from the following sources:  
 

SERS STRS Total
Deferred Outflows of Resources
Differences between Expected and 
  Actual Experience 0$                       9,653$                 9,653$                 
Changes in Proportionate Share and Differences 
  between Academy Contributions and
  Proportionate Share of Contributions 4,036 0 4,036
Academy Contributions Subsequent to the 
  Measurement Date 2,445 0 2,445
Total Deferred Outflows of Resources 6,481$                 9,653$                 16,134$               

Deferred Inflows of Resources
Net Difference between Projected and 
  Actual Earnings on OPEB Plan Investments 120$                   7,148$                 7,268$                 
Changes of Assumptions 4,315 13,471 17,786
Changes in Proportionate Share and Differences 
  between Academy Contributions and
  Proportionate Share of Contributions 0 40,790 40,790
Total Deferred Inflows of Resources 4,435$                 61,409$               65,844$               
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NOTE 9 - POSTEMPLOYMENT BENEFITS (continued) 
 
$2,445 reported as deferred outflows of resources related to OPEB resulting from Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net OPEB 
liability in the year ending June 30, 2019.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to OPEB will be recognized in OPEB expense as follows:  
 

SERS STRS Total
Fiscal Year Ending June 30:

2019 (132)$                  (9,221)$               (9,353)$               
2020 (132) (9,221) (9,353)
2021 (105) (9,221) (9,326)
2022 (30) (9,221) (9,251)
2023 0 (7,434) (7,434)

Thereafter 0 (7,438) (7,438)

(399)$                  (51,756)$              (52,155)$              
 

 
Actuarial Assumptions - SERS 
 
The total OPEB liability is determined by SERS’ actuaries in accordance with GASB Statement No. 74, as 
part of their annual actuarial valuation for each retirement plan. Actuarial valuations of an ongoing plan 
involve estimates of the value of reported amounts (e.g., salaries, credited service) and assumptions 
about the probability of occurrence of events far into the future (e.g., mortality, disabilities, retirements, 
employment terminations). Actuarially determined amounts are subject to continual review and 
potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point. The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
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NOTE 9 - POSTEMPLOYMENT BENEFITS (continued) 
 
Key methods and assumptions used in calculating the total OPEB liability in the latest actuarial valuation 
date of June 30, 2017, are presented below: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investments

expense, including inflation
Municipal Bond Index Rate:
    Measurement Date 3.56 percent
    Prior Measurement Date 2.92 percent
Single Equivalent Interest Rate, net of plan investment expense,
 including price inflation
    Measurement Date 3.63 percent
    Prior Measurement Date 2.98 percent
Medical Trend Assumption
    Medicare 5.50 to 5.00 percent
    Pre-Medicare 7.50 to 5.00 percent  

 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The most recent experience study was completed for the five-year period ended June 30, 2015.   
 
The long-term expected rate of return on plan assets is reviewed as part of the actuarial five-year 
experience study. The most recent study covers fiscal years 2010 through 2015, and was adopted by the 
Board on April 21, 2016. Several factors are considered in evaluating the long-term rate of return 
assumption including long-term historical data, estimates inherent in current market data, and a log-
normal distribution analysis in which best-estimate ranges of expected future real rates of return were 
developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long-term expected rate of return, 7.50 percent, by weighting the expected future real 
rates of return by the target asset allocation percentage and then adding expected inflation. The capital 
market assumptions developed by the investment consultant are intended for use over a 10-year 
horizon and may not be useful in setting the long-term rate of return for funding pension plans which 
covers a longer timeframe. The assumption is intended to be a long-term assumption and is not 
expected to change absent a significant change in the asset allocation, a change in the inflation 
assumption, or a fundamental change in the market that alters expected returns in future years. 
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NOTE 9 - POSTEMPLOYMENT BENEFITS (continued) 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset 
class, as used in the June 30, 2015 five-year experience study, are summarized as follows: 
 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return

 
Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2017 was 3.63 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2017 was 2.98 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be 
made from members and the System at the state statute contribution rate of 2.00 percent of projected 
covered employee payroll each year, which includes a 1.50 percent payroll surcharge and 0.50 percent 
of contributions from the basic benefits plan. Based on these assumptions, the OPEB plan’s fiduciary net 
position was projected to become insufficient to make future benefit payments during the fiscal year 
ending June 30, 2025. Therefore, the long-term expected rate of return on OPEB plan assets was used to 
present value the projected benefit payments through the fiscal year ending June 30, 2024 and the 
Fidelity General Obligation 20-year Municipal Bond Index rate of 3.56 percent, as of June 30, 2017 (i.e. 
municipal bond rate), was used to present value the projected benefit payments for the remaining years 
in the projection. The total present value of projected benefit payments from all years was then used to 
determine the single rate of return that was used as the discount rate. The projection of future benefit 
payments for all current plan members was until the benefit payments ran out. 
 
Sensitivity of the Academy's Proportionate Share of the Net OPEB Liability to Changes in the Discount 
Rate and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in 
the discount rate and the health care cost trend rate. The following table presents the net OPEB liability 
of SERS, what SERS' net OPEB liability would be if it were calculated using a discount rate that is 1 
percentage point lower (2.63%) and higher (4.63%) than the current discount rate (3.63%). Also shown is 
what SERS' net OPEB liability would be based on health care cost trend rates that are 1 percentage point 
lower (6.5% decreasing to 4.0%) and higher (8.5% decreasing to 6.0%) than the current rate. 
  

1% Decrease Discount Rate 1% Increase

(2.63%) (3.63%) (4.63%)

Academy's proportionate share

  of the net OPEB liability $54,915 $45,473 $37,993  
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NOTE 9 - POSTEMPLOYMENT BENEFITS (continued) 
 

Current

1% Decrease Trend Rate 1% Increase

(6.5 % decreasing (7.5 % decreasing (8.5 % decreasing

to 4.0%) to 5.0%) to 6.0%)

Academy's proportionate share

  of the net OPEB liability $36,898 $45,473 $56,823  
 

 
Actuarial Assumptions – STRS 
 

Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2017, actuarial valuation are presented below:   
 

Inflation 2.50 percent
Projected salary increases 12.50 percent at age 20 to 

 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment

 expenses, including inflation
Payroll Increases 3 percent
Cost-of-Living Adjustments 0.0 percent, effective July 1, 2017
  (COLA)
Blended Discount Rate of Return 4.13 percent
Health Care Cost Trends 6 to 11 percent initial, 4.5 percent ultimate  

 
Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 

For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates 
between ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using 
mortality improvement scale MP-2016. For disabled retirees, mortality rates are based on the RP-2014 
Disabled Mortality Table with 90 percent of rates for males and 100 percent of rates for females, 
projected forward generationally using mortality improvement scale MP-2016. 
 
Actuarial assumptions used in the June 30, 2017, valuation are based on the results of an actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 
Since the prior measurement date, the discount rate was increased from 3.26 percent to 4.13 percent 
based on the methodology defined under GASB Statement No. 74, Financial Reporting for 
Postemployment Benefit Plans Other Than Pension Plans (OPEB) and the long term expected rate of 
return was reduced from 7.75 percent to 7.45 percent. Valuation year per capita health care costs were 
updated, and the salary scale was modified. The percentage of future retirees electing each option was 
updated based on current data and the percentage of future disabled retirees and terminated vested 
participants electing health coverage were decreased. The assumed mortality, disability, retirement, 
withdrawal and future health care cost trend rates were modified along with the portion of rebated 
prescription drug costs. 
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NOTE 9 - POSTEMPLOYMENT BENEFITS (continued) 
 
Also, since the prior measurement date, the subsidy multiplier for non-Medicare benefit recipients was 
reduced from 2.1 percent to 1.9 percent per year of service. Medicare Part B premium reimbursements 
were discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 2019.  Subsequent to the current measurement 
date, the date for discontinuing remaining Medicare Part B premium reimbursements was extended to 
January 2020. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long-term expected 
rate of return for each major asset class are summarized as follows:  
 

Target
Asset Class Allocation

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

* 10 year annualized geometric nominal returns, which  include the 
real rate of return and inflation of 2.25 percent and does not include 
investment expenses.  Over a 30-year period, STRS' investment
consultant indicates that the above target allocations should
generate a return above the actual rate of return, without net
value added by management.

Long-Term Expected
Rate of Return *
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NOTE 9 - POSTEMPLOYMENT BENEFITS (continued) 
 
Discount Rate The discount rate used to measure the total OPEB liability was 4.13 percent as of June 30, 
2017. The projection of cash flows used to determine the discount rate assumes STRS Ohio continues to 
allocate no employer contributions to the health care fund. Based on these assumptions, the OPEB 
plan’s fiduciary net position was not projected to be sufficient to make all projected future benefit 
payments of current plan members. The OPEB plan’s fiduciary net position was projected to become 
insufficient to make future benefit payments during the fiscal year ending June 30, 2037.  Therefore, the 
long-term expected rate of return on OPEB plan assets was used to determine the present value of the 
projected benefit payments through the fiscal year ending June 30, 2036 and the Bond Buyer 20-year 
municipal bond rate of 3.58 percent as of June 30, 2017 (i.e. municipal bond rate), was used to 
determine the present value of the projected benefit payments for the remaining years in the 
projection.  The total present value of projected benefit payments from all years was then used to 
determine the single rate of return that was used as the discount rate. The blended discount rate of 4.13 
percent, which represents the long-term expected rate of return of 7.45 percent for the funded benefit 
payments and the Bond Buyer 20-year municipal bond rate of 3.58 percent for the unfunded benefit 
payments, was used to measure the total OPEB liability as of June 30, 2017.  A blended discount rate of 
3.26 percent which represents the long term expected rate of return of 7.75 percent for the funded 
benefit payments and the Bond Buyer 20-year municipal bond rate of 2.85 percent for the unfunded 
benefit payments was used to measure the total OPEB liability at June 30, 2016. 
 
Sensitivity of the Academy’s Proportionate Share of the Net OPEB Liability to Changes in the Discount 
and Health Care Cost Trend Rate The following table represents the net OPEB liability as of June 30, 
2017, calculated using the current period discount rate assumption of 4.13 percent, as well as what the 
net OPEB liability would be if it were calculated using a discount rate that is one percentage point lower 
(3.13 percent) or one percentage point higher (5.13 percent) than the current assumption. Also shown is 
the net OPEB liability as if it were calculated using health care cost trend rates that are one percentage 
point lower or one percentage point higher than the current health care cost trend rates. 
 

Current

1% Decrease Discount Rate 1% Increase

(3.13%) (4.13%) (5.13%)

Academy's proportionate share

  of the net OPEB liability $224,499 $167,226 $121,962  
 
 

Current

1% Decrease Trend Rate 1% Increase

Academy's proportionate share

  of the net OPEB liability $116,182 $167,226 $234,407  
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NOTE 10 - CONTINGENCIES  
 

Grants - The Academy received financial assistance from federal and state agencies in the form of 
grants.  Amounts received from grantor agencies are subject to audit and adjustment by the grantor.  
Any disallowed costs may require refunding to the grantor.  Amounts which may be disallowed, if any, 
are not presently determinable.  However, in the opinion of the Academy, any such adjustments will not 
have a material adverse effect on the financial position of the Academy.  

 
Litigation - There are currently no matters in litigation with the Academy as defendant. 

 
Full-time Equivalency - School foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by 
schools throughout the State, which can extend past the fiscal year end.  

 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal 
year end that may result in an additional adjustment to the enrollment information as well as claw backs 
of Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE did not perform a review on the Academy for fiscal year 2018.  

 
As of the date of this report, additional ODE adjustments for fiscal year 2018 are not finalized.  As a 
result, the impact of future FTE adjustments on the fiscal year 2018 financial statements is not 
determinable, at this time.  Management believes this may result in either an additional receivable to, or 
a liability of, the School. 

 
In addition, the Academy’s contracts with their Sponsor and Management Company require payment 
based on revenues received from the State.  As discussed above, additional FTE adjustments for fiscal 
year 2018 are not finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 
2018 financial statements, related to additional reconciliation necessary with these contracts, is not 
determinable.  Management believes this may result in either an additional receivable to, or liability of, 
the Academy.   

 
NOTE 11 - SPONSOR CONTRACT 

 
The Academy contracted with Ohio Council of Community Schools as its sponsor and oversight services 
as required by law.  Sponsorship fees are calculated as a two percent of state funds received by the 
Academy from the State of Ohio. For the fiscal year ended June 30, 2018, the total sponsorship fees paid 
totaled $17,858.  
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NOTE 12 - MANAGEMENT CONTRACT 
 

For fiscal year 2018 the Academy entered into an agreement with Accel Schools Ohio, LLC to provide 
management support services. The agreement is for a period of five years beginning July 1, 2017 and 
ending on June 30, 2022. The agreement may be automatically renewed for another five-year period if 
neither party terminates per the terms of the contract. Management fees are calculated as 12.5% of the 
total revenues received from State sources. The total amount due from the Academy for the fiscal year 
ending June 30, 2018, was $110,765 and is included under “Purchased Services” on the Statements of 
Revenues, Expenses, and Changes in Net Position.   
 
Also, per the management agreement there are expenses that will be billed to the Academy based on 
the actual costs incurred by Accel Schools. These expenses include rent, salaries of Accel employees 
working in at the Academy and other costs related to providing education and administrative services. 
The total amount billed during fiscal year 2018 was $1,365,894. 
 
For the periods ended June 30, 2018, Accel Schools Ohio, LLC, incurred the following expenses on behalf 
of the Academy: 
 

Cleveland Preparatory Academy

Regular 
Instruction

(1100 Function 
Codes)

Special 
Instruction

(1200 Function 
Codes)

Support 
Services

(2000 Function 
Codes)

Non-Instructional 
(3000 through 
7000 Function 

Codes)

Total

Direct Expenses: 
Salaries & Wages (100 Object Codes) 366,161$        34,885$          184,501$        -$                     585,547$    
Employees’ Benefits (200 Object Codes) 19,568            1,662              5,745              -                       26,975        
Professional & Technical Services (410 Object Codes) -                  -                  201,684          -                       201,684      
Property Services (420 Object Codes) -                  -                  208,570          -                       208,570      
Utilities (450 Object Codes) -                  -                  11,329            -                       11,329        
Contracted Craft or Trade Services (460 Object Codes) -                  -                  1,550              38                        1,588          
Transportation (480 Object Codes) -                  -                  41,676            -                       41,676        
Supplies (500 Object Codes) 26,403            -                  39,563            -                       65,966        
Other Direct Costs (All Other Object Codes) 639                 -                  61,286            -                       61,925        
Indirect Expenses: 
Overhead -                  -                  106,265          -                       106,265      
  
Total Expenses 412,771$        36,547$          862,169$        38$                      1,311,525$  

 
Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro-rated based on 
full time equivalent (FTE) head count as of June 30, 2018 by each school it manages.  
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NOTE 13 - PURCHASED SERVICES 
 

For the period of July 1, 2017 through June 30, 2018, the Academy made the following purchased services 
commitments. 
 

Purchased Services Amount

Personnel Services 266,348$         

Professional Services 531,326           

Property Services 210,547

    Utilities 41,109

Travel & Meetings 1,474

Communications 62,873

Contractual Trade 54,367

Pupil Transportation 77,589

Total $1,245,633

 
NOTE 14 - LEASE OBLIGATIONS 
  

On July 1, 2017, the Academy signed a lease with Lumen Pearl Realty, LLC under which future base rent 
payments to the landlord will be calculated as 12.5% of State Aid (defined as the State base per pupil 
allocation for each student enrolled on an FTE basis) received by the Academy from the State of Ohio.   
This lease is for a term of ten years and is set to expire on June 30, 2027. The total rent expense for fiscal 
year 2018 was $105,877. 
 
NOTE 15 – IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES AND RESTATEMENT OF NET 
POSITION 
 
For the fiscal year ended June 30, 2018, the Academy has implemented Governmental Accounting 
Standards Board (GASB) Statement No. 75, Accounting and Financial reporting for Postemployment 
Benefits other than Pensions, GASB Statement No. 81, Irrevocable Split-Interest Agreements, GASB 
Statement No. 85, Omnibus 2017 and GASB Statement No. 86, Certain Debt Extinguishments. 
 
GASB Statement No. 75 requires recognition of the entire net postemployment benefits other than 
pensions (other postemployment benefits or OPEB) liability and a more comprehensive measure of 
postemployment benefits expense for OPEB provided to the employees of state and local governmental 
employers through OPEB plans that are administered through trusts or equivalent arrangements. The 
implementation of GASB Statement No. 75 resulted in the inclusion of net OPEB liability and OPEB 
expense components on the accrual financial statements.  See below for the effect on net position as 
previously reported.  
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NOTE 15 – IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES AND RESTATEMENT OF NET 
POSITION (Continued) 
 
GASB Statement No. 81 requires that a government that receives resources pursuant to an irrevocable 
split-interest agreement recognize assets, liabilities, and deferred inflows of resources at the inception of 
the agreement. Furthermore, it requires that a government recognize assets representing its beneficial 
interests in irrevocable split-interest agreements that are administered by a third party, if the government 
controls the present service capacity of the beneficial interests. This Statement also requires that a 
government recognize revenue when the resources become applicable to the reporting period.  The 
implementation of GASB Statement No. 81 did not have an effect on the financial statements of the 
Academy. 
 
GASB Statement No. 85 addresses a variety of topics including issues related to blending component 
units, goodwill, fair value measurement and application, and postemployment benefits. These changes 
were incorporated in the Academy’s fiscal year 2018 financial statements; however, there was no effect 
on beginning net position.  
 
GASB Statement No. 86 addresses the reporting and disclosure requirements of certain debt 
extinguishments including in-substance defeasance transactions and prepaid insurance associated with 
debt that is extinguished. The implementation of GASB Statement No. 86 did not have an effect on the 
financial statements of the Academy. 
 

Net Position June 30, 2017 (1,088,041)$  

Adjustments:
Net OPEB liability (319,607)        
Deferred Outflow - Payments Subsequent to Measurement Date 1,102              

Restated Net Position June 30, 2017 (1,406,546)$  

 
Other than employer contributions subsequent to the measurement date, the Academy made no 
restatement for deferred inflows/outflows of resources as the information needed to generate these 
restatements was not available. 
 
NOTE 16 - MANAGEMENT PLAN 
 
For fiscal year 2018, the Academy had a net position deficit of $(1,721,789) which includes the impact of 
net pension/OPEB liabilities and related accruals. The Academy’s net deficit in fiscal year 2018 decreased 
from the $(1,406,546) restated net deficit in fiscal 2017. Enrollment decreased in fiscal year 2018 to 111, 
down from 164 in fiscal year 2017.  The Academy’s ability to maintain a stable administrative and 
instructional team along with active advertising via print, radio, mailings and through referrals of current 
parents is anticipated to help produce the likelihood of future enrollment growth leading to surpluses and 
provide an opportunity for the academy to recover from its prior deficits. 
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2018 2017 2016 2015 2014
Academy's Proportion of the Net Pension

Liability 0.0018665% 0.0015463% 0.0009502% 0.0011950% 0.0011950%

Academy's Proportionate Share of the Net
Pension Liability 111,519$        113,175$        54,219$          60,478$          134,859$        

Academy's Covered Payroll 62,586$          51,393$          28,604$          35,072$          22,536$          

Academy's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 178.19% 220.22% 189.55% 172.44% 598.41%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 69.50% 62.98% 69.16% 71.70% 65.52%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net Pension Liability

School Employees Retirement System of Ohio
Last Five Fiscal Years (1)
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2018 2017 2016 2015 2014
Academy's Proportion of the Net Pension

Liability 0.00428606% 0.00517589% 0.00485697% 0.00340923% 0.00340923%

Academy's Proportionate Share of the Net
Pension Liability 1,018,163$        1,732,526$        1,342,324$        829,243$          677,164$          

Academy's Covered Payroll 471,200$          577,714$          506,743$          375,123$          243,969$          

Academy's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 216.08% 299.89% 264.89% 221.06% 277.56%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 75.30% 66.80% 72.10% 74.70% 69.30%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net Pension Liability

State Teachers Retirement System of Ohio
Last Five Fiscal Years (1)
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2018 2017 2016 2015 2014 2013

Contractually Required Contribution 15,272$          8,762$            7,195$            3,770$            4,861$            3,119$            

Contributions in Relation to the 
Contractually Required Contribution (15,272)           (8,762)            (7,195)            (3,770)            (4,861)            (3,119)            

Contribution Deficiency (Excess) 0$                  0$                  0$                  0$                  0$                  0$                  

Academy Covered Payroll 113,126$        62,586$          51,393$          28,604$          35,072$          22,536$          

Contributions as a Percentage of
Covered Payroll 13.50% 14.00% 14.00% 13.18% 13.86% 13.84%

(1) Information prior to 2013 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

See accompanying note to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions

School Employees Retirement System of Ohio
Last Six Fiscal Years (1)
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2018 2017 2016 2015 2014 2013

Contractually Required Contribution 62,032$            65,968$            80,880$            70,944$            48,766$            31,716$            

Contributions in Relation to the 
Contractually Required Contribution (62,032)            (65,968)            (80,880)            (70,944)            (48,766)            (31,716)             

Contribution Deficiency (Excess) 0$                    0$                    0$                    0$                    0$                    0$                    

Academy Covered Payroll 443,086$          471,200$          577,714$          506,743$          375,123$          243,969$          

Contributions as a Percentage of
Covered Payroll 14.00% 14.00% 14.00% 14.00% 13.00% 13.00%

(1) Information prior to 2013 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

See accompanying note to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions

State Teachers Retirement System of Ohio
Last Six Fiscal Years (1)
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2018 2017
Academy's Proportion of the Net OPEB

Liability 0.00169440% 0.00140167%

Academy's Proportionate Share of the Net
OPEB Liability 45,473$          427,799$        

Academy's Covered Payroll 62,586$          51,393$          

Academy's Proportionate Share of the Net
OPEB Liability as a Percentage
of its Covered Payroll 72.66% 832.41%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability 12.46% 11.49%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net OPEB Liability

School Employees Retirement System of Ohio
Last Two Fiscal Years (1)
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2018 2017
Academy's Proportion of the Net OPEB

Liability 0.00428606% 0.00517589%

Academy's Proportionate Share of the Net
OPEB Liability 167,226$          276,808$          

Academy's Covered Payroll 471,200$          577,714$          

Academy's Proportionate Share of the Net
OPEB Liability as a Percentage
of its Covered Payroll 35.49% 47.91%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability 47.10% 37.30%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net OPEB Liability

State Teachers Retirement System of Ohio
Last Two Fiscal Years (1)
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2018 2017 2016 2015 2014 2013

Contractually Required Contribution (2) 2,445$            1,102$            479$              235$          49$                36$                

Contributions in Relation to the 
Contractually Required Contribution (2,445)            (1,102)            (479)               (235)          (49)                 (36)                 

Contribution Deficiency (Excess) 0$                  0$                  0$                  0$             0$                  0$                  

Academy Covered Payroll 113,126$        62,586$          51,393$          28,604$      35,072$          22,536$          

OPEB Contributions as a Percentage of
Covered Payroll (2) 2.16% 1.76% 0.93% 0.82% 0.14% 0.16%

(1) Information prior to 2013 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

(2) Includes Surcharge

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - OPEB

School Employees Retirement System of Ohio
Last Six Fiscal Years (1)
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2018 2017 2016 2015 2014 2013

Contractually Required Contribution 0$                        0$                    0$                    0$                    3,751$              2,440$              

Contributions in Relation to the 
Contractually Required Contribution 0                         0                     0                     0                     (3,751)              (2,440)              

Contribution Deficiency (Excess) 0$                        0$                    0$                    0$                    0$                    0$                    

Academy Covered Payroll 443,086$              471,200$          577,714$          506,743$          375,123$          243,969$          

Contributions as a Percentage of
Covered Payroll 0.00% 0.00% 0.00% 0.00% 1.00% 1.00%

(1) Information prior to 2013 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - OPEB
State Teachers Retirement System of Ohio

Last Six Fiscal Years (1)
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NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION 
FOR THE FISCAL YEAR ENDED JUNE 30, 2018 

 
Net Pension Liability  
 
Changes of benefit terms - SERS:  
 
There were no changes in benefit terms from the amounts reported for fiscal years 2014-2018. 
 
The following changes were made to the benefit terms in 2018 as identified: The COLA was changed from 
a fixed 3.00% to a COLA that is indexed to CPI-W not greater than 2.5% with a floor of 0% beginning 
January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has enacted a 
three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in assumptions - SERS:  
 
There were no changes in methods and assumptions used in the calculation of actuarial determined 
contributions for fiscal years 2014-2016 and 2018. For fiscal year 2018, the following changes of 
assumptions affected the total pension liability since the prior measurement date: (a) the assumed rate of 
inflation was reduced from 3.25% to 3.00%, (b) payroll growth assumption was reduced from 4.00% to 
3.50%, (c) assumed real wage growth was reduced from 0.75% to 0.50%, (d) Rates of withdrawal, 
retirement and disability were updated to reflect recent experience, (e) mortality among active members 
was updated to RP-2014 Blue Collar Mortality Table with fully generational projection and a five year age 
set-back for both males and females, (f) mortality among service retired members, and beneficiaries was 
updated to the following RP-2014 Blue Collar Mortality Table with fully generational projection with Scale 
BB, 120% of male rates, and 110% of female rates and (g) mortality among disable member was updated 
to RP-2000 Disabled Mortality Table, 90% for male rates and 100% for female rates, set back five years is 
used for the period after disability retirement (h) change in discount rate from 7.75% to 7.5%.   
 
Changes in benefit terms - STRS:  
 
There were no changes in benefit terms from the amounts reported for fiscal years 2014-2017. Effective 
for fiscal year 2018, the cost of living adjustment (COLA) was reduced to zero.

 
Changes in assumptions - STRS:  
 
There were no changes in methods and assumptions used in the calculation of actuarial determined 
contributions for fiscal years 2014-2018.  For fiscal year 2018, the following changes of assumptions 
affected the total pension liability since the prior measurement date: (a) inflation assumption lowered 
from 2.75% to 2.50%, (b) investment return assumption lowered from 7.75% to 7.45%, (c) total salary 
increases rates lowered by decreasing the merit component of the individual salary increases, as well as 
by 0.25% due to lower inflation, (d) payroll growth assumption lowered to 3.00%, (e) updated the 
healthy and disable mortality assumption to the “RP-2014” mortality tables with generational 
improvement scale MP-2016, (f) rates of retirement, termination and disability were modified to better 
reflect anticipated future experience.  
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NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION 
FOR THE FISCAL YEAR ENDED JUNE 30, 2018 

 
Net OPEB Liability  
 
Changes in Assumptions – SERS  
 
Amounts reported for fiscal year 2018 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability as presented below:  
 
Municipal Bond Index Rate: 
    Fiscal year 2018          3.56 percent 
    Fiscal year 2017         2.92 percent 
Single Equivalent Interest Rate, net of plan investment expense, 
 including price inflation 
    Fiscal year 2018          3.63 percent 
    Fiscal year 2017         2.98 percent 
 
Changes in Assumptions – STRS  
 
For fiscal year 2018, the discount rate was increased from 3.26 percent to 4.13 percent based on the 
methodology defined under GASB Statement No. 74, Financial Reporting for Postemployment Benefit 
Plans Other Than Pension Plans (OPEB) and the long term expected rate of return was reduced from 
7.75 percent to 7.45 percent. Valuation year per capita health care costs were updated, and the salary 
scale was modified. The percentage of future retirees electing each option was updated based on 
current data and the percentage of future disabled retirees and terminated vested participants electing 
health coverage were decreased. The assumed mortality, disability, retirement, withdrawal and future 
health care cost trend rates were modified along with the portion of rebated prescription drug costs.  
  
Also, for fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 
2.1 percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were 
discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 2019. 
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December 26, 2018

To the Board of Trustees
Cleveland Preparatory Academy
4850 Pearl Road
Cleveland, Ohio 44114

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 
and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards

We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the Cleveland 
Preparatory Academy, Cuyahoga County, Ohio (the “Academy”) as of and for the year ended June 30, 
2018, and the related notes to the financial statements, which collectively comprise the Academy’s basic 
financial statements, and have issued our report thereon dated December 26, 2018, in which we noted the 
Academy restated their net position to account for the implementation of Governmental Accounting 
Standard Board (GASB) Statement No. 75, “Accounting and Financial reporting for Postemployment 
Benefits other than Pensions”, and the Academy has suffered recurring losses from operations and has a net 
position deficit of $1,721,789, including the net effect of net pension liability, net opeb liability and 
related accruals totaling $995,247, that raises substantial doubt about its ability to continue as a going 
concern.

Internal Control over Financial Reporting

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

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

Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified.
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Cleveland Preparatory Academy
Independent Auditor’s Report on Internal Control over Financial Reporting and on 

Compliance and Other Matters Based on an Audit of Financial Statements 
Performed in Accordance with Government Auditing Standards

Page 2 of 2

Compliance and Other Matters

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

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose.

Medina, Ohio
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Board of Directors 
Columbus Arts and Tech Academy 
2255 Kimberly Parkway East 
Columbus, Ohio 43232 
 
 
We have reviewed the Independent Auditor’s Report of the Columbus Arts and Tech Academy, 
Franklin County, prepared by Rea & Associates, Inc., for the audit period July 1 through June 
30, 2019.  Based upon this review, we have accepted these reports in lieu of the audit required by 
Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying financial 
statements and, accordingly, we are unable to express, and do not express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Columbus Arts and Tech Academy is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
February 18, 2020  
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December 22, 2019 
 
To the Board of Directors 
Columbus Arts and Technology Academy 
Franklin County, Ohio 
2255 Kimberly Parkway East 
Columbus, Ohio 43232 
 
 

INDEPENDENT AUDITOR'S REPORT 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Columbus Arts and Technology Academy, 
Franklin County, Ohio, (the “Academy”) as of and for the year ended June 30, 2019, and the related notes 
to the financial statements, which collectively comprise the Academy’s basic financial statements as listed 
in the table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the Academy’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Academy’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
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Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Columbus Arts and Technology Academy, Franklin County, Ohio, as of June 30, 
2019, and the changes in its financial position and its cash flows for the year then ended in accordance 
with accounting principles generally accepted in the United States of America. 

Emphasis of a Matter  
 
The accompanying financial statements have been prepared assuming the Academy will continue as a 
going concern. As disclosed in Note 17 to the financial statements, the Academy has previously suffered 
recurring losses from operations and has a net position deficit of $9,611,709 that raises substantial doubt 
about its ability to continue as a going concern. This deficit net position includes the effect of the net 
pension liability, net OPEB asset/liability and related accruals totaling $3,712,924. Note 17 describes 
management’s plan regarding these issues. The financial statements do not include any adjustments that 
might result from the outcome of this uncertainty. Our opinion is not modified with respect to this matter. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the Academy's Proportionate Share of the Net Pension Liability, 
Schedule of the Academy’s Contributions-Pension, Schedule of the Academy’s Proportionate Share of the 
Net OPEB Asset/Liability, and the Schedule of the Academy’s Contributions - OPEB as listed in the table 
of contents, be presented to supplement the basic financial statements. Such information, although not a 
part of the basic financial statements, is required by the Governmental Accounting Standards Board who 
considers it to be an essential part of financial reporting for placing the basic financial statements in an 
appropriate operational, economic, or historical context. We have applied certain limited procedures to 
the required supplementary information in accordance with auditing standards generally accepted in the 
United States of America, which consisted of inquiries of management about the methods of preparing the 
information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic 
financial statements. We do not express an opinion or provide any assurance on the information because 
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance. 
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Other Information 
 
Our audit was conducted for the purpose of forming an opinion on the financial statements that 
collectively comprise the Academy’s basic financial statements. The Schedule of Expenditures of Federal 
Awards, as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative 
Requirements, Cost Principles, and Audit Requirements for Federal Awards is presented for purposes of 
additional analysis and is not a required part of the basic financial statements. 
 
The Schedule of Expenditures of Federal Awards is the responsibility of management and was derived 
from and relates directly to the underlying accounting and other records used to prepare the basic 
financial statements. Such information has been subjected to the auditing procedures applied in the audit 
of the basic financial statements and certain additional procedures, including comparing and reconciling 
such information directly to the underlying accounting and other records used to prepare the basic 
financial statements or to the basic financial statements themselves, and other additional procedures in 
accordance with auditing standards generally accepted in the United States of America. In our opinion, 
the Schedule of Expenditures of Federal Awards is fairly stated, in all material respects, in relation to the 
basic financial statements as a whole.  
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated December 22, 
2019 on our consideration of the Academy’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the Academy’s internal control over financial reporting or on compliance. That report is 
an integral part of an audit performed in accordance with Government Auditing Standards in considering 
the Academy’s internal control over financial reporting and compliance. 
 
 
 

 
  

Cambridge, Ohio 
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The discussion and analysis  of  the Columbus Arts & Technology Academy’s  (the  “Academy”)  financial 
performance provides an overall review of the Academy’s financial activities for the fiscal year ended June 
30,  2019.  Readers  should  also  review  the  basic  financial  statements  and  notes  to  enhance  their 
understanding of the Academy’s financial performance. 
 

HIGHLIGHTS 
 
The Academy finished its fourteenth year of operation during fiscal year 2019 serving grades kindergarten 
through eighth grade.  Enrollment varied during the year but ended the year with 569 full time equivalent 
students. 
 
Key highlights for fiscal year 2019 are as follows: 
 

 Net position increased $1,072,611. 

 Total revenue increased from $5,412,794 in fiscal year 2018 to $5,570,372 in fiscal year 2019. 

 Total operating expenses  (excluding  interest expense)  increased from $2,913,322  in fiscal year 
2018 to $4,032,602 in fiscal year 2019.  

 During  the  fiscal  year  2019,  the  Academy's management  company  (Accel)  reclassified  certain 
accounts  payable  related  party  into  a  long  term note  for  $1,436,781.    The Academy  received 
$250,000 in debt forgiveness during the year in the form of loan discounts from Tatonka Capital 
Corporation in exchange for timely payments on the note payable. 
 

OVERVIEW OF FINANCIAL STATEMENTS  
 
The  financial  report  consists  of  three  parts:  required  supplemental  information,  the  basic  financial 
statements and the notes to the financial statements.  These statements are organized so the reader can 
understand the financial position of the Academy. Enterprise accounting uses a flow of economic resource 
measurement focus.  With this measurement focus, all assets and deferred outflow of resources and all 
liabilities and deferred inflow of resources are included on the statement of net position. The statement 
of  net  position  represents  the  statement  of  position  of  the  Academy.  The  statement  of  revenues, 
expenses, and changes in net position presents increases (e.g., revenues) and decreases (e.g. expenses) 
in net position.  The statement of cash flows reflects how the Academy finances and meets its cash flow 
needs.  Finally, the notes to the basic financial statements provide additional information that is essential 
to full understanding of the data provided on the basic financial statements.   
 

FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE 
 
The Academy is not required to present government‐wide financial statements as the Academy is engaged 
in  only  business‐type  activities.    Therefore,  no  condensed  financial  information  derived  from  the 
governmental‐wide financial statements is included in the discussion and analysis.   
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Table 1 provides a summary of Academy’s net position for 2019 compared to 2018: 

2019 2018

Assets:

  Current Assets

    Cash and Cash Equivalents 101,286$               125,772$              

    Accounts Receivable ‐                          28,244                  

    Intergovernmental Receivable 61,451 8,885

    Prepaid Expense 84,710 30,504

      Total current assets 247,447 193,405

Noncurrent assets:

  Net OPEB Asset 218,103                 ‐                         

  Capital Assets, net of Accumulated Depreciation 20,049                   13,122                  

    Total noncurrent assets 238,152               13,122                  

Total assets 485,599                 206,527                

Deferred Outflows of Resources 1,431,910             1,896,053            

Liabilities:

  Current liabilities:

    Accounts Payable, Trade 123,979                 130,793                

    Accounts Payable, Related Party 650,313                 1,858,756            

    Accrued Expenses 54,166                   18,025                  

    Current Portion of Long Term Debt 263,971                 164,237                

    Advances Payable 825,000 825,900

      Total curent liabilities 1,917,429 2,997,711

Noncurrent liabilities:

  Net Pension Liability 3,845,549 4,359,877

  Net OPEB Liability 422,841 989,808                 

  Noncurrent Portion of Long‐term Debt 4,248,852 3,404,246

    Total noncurrent liabilities 8,517,242 8,753,931

       Total liabilities  10,434,671 11,751,642

Deferred Inflows of Resources 1,094,547 1,035,258

Net Position

  Invested in Capital Assets 20,049 13,122

  Unrestricted Net (9,631,758) (10,697,442)

    Total Net Position (9,611,709)$           ($10,684,320)

Table 1
Net Position
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Cash  and  cash  equivalents  decreased  in  2019  by  $24,486  due  to  operations.    Accounts  and 
intergovernmental  receivables  increased  in  2019  by  $24,322  due  to  timing  when  receivables  were 
received. Current liabilities decreased in 2019 primarily to the decrease in related party accounts payable 
due to restructuring these into a long‐term note. 
 
The Academy has adopted GASB Statement 68, “Accounting and Financial Reporting  for Pensions—an 
Amendment of GASB Statement 27,” and GASB Statement 75, “Accounting and Financial Reporting for 
Postemployment  Benefits  Other  Than  Pensions,”  which  significantly  revises  accounting  for  costs  and 
liabilities related to other postemployment benefits (OPEB).  For reasons discussed below, many end users 
of this financial statement will gain a clearer understanding of the Academy’s actual financial condition by 
adding deferred inflows related to pension and OPEB, the net pension liability and the net OPEB liability 
to the reported net position and subtracting deferred outflows related to pension and OPEB and net OPEB 
asset. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports  prepared  in  accordance  with  generally  accepted  accounting  principles.    Prior  accounting  for 
pensions  (GASB  27)  and  postemployment  benefits  (GASB  45)  focused  on  a  funding  approach.    This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OBEP asset/liability.  GASB 68 and 
GASB 75  take  an  earnings  approach  to  pension  and OPEB  accounting;  however,  the  nature of Ohio’s 
statewide pension/OPEB plans and state law governing those systems requires additional explanation in 
order to properly understand the information presented in these statements. 
 
GASB  68  and GASB  75  require  the  net  pension  liability  and  the  net  OPEB  asset/liability  to  equal  the 
Academy’s proportionate share of each plan’s collective: 
 

1. Present  value  of  estimated  future  pension/OPEB  benefits  attributable  to  active  and  inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 

GASB  notes  that  pension  and  OPEB  obligations,  whether  funded  or  unfunded,  are  part  of  the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, 
and the promise of a future pension and other postemployment benefits.  GASB noted that the unfunded 
portion of this promise is a present obligation of the government, part of a bargained‐for benefit to the 
employee, and should accordingly be reported by the government as a liability since they received the 
benefit of the exchange.  However, the Academy is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement  systems  to  provide  healthcare  to  eligible  benefit  recipients.    The  retirement  systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 

Attachment 26: Audited Financial Statements Page 1682



COLUMBUS ARTS & TECHNOLOGY ACADEMY ‐ FRANKLIN COUNTY, OHIO 
 
MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED JUNE 30, 2019 (UNAUDITED) 
 

8 
 

FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The  employee  enters  the  employment  exchange with  the  knowledge  that  the  employer’s  promise  is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a specific, 
legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the 
unfunded  liability  of  the  pension/OPEB  plan  as  against  the  public  employer.    State  law  operates  to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the  employment  exchange  with  notice  as  to  the  law.    The  retirement  system  is  responsible  for  the 
administration of the pension and OPEB plans 
 
Most long‐term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time‐off or termination payments.  There is no repayment 
schedule  for  the net  pension  liability  or  the  net OPEB  asset/liability.    As  explained  above,  changes  in 
benefits,  contribution  rates,  and  return on  investments  affect  the balance of  these  liabilities,  but  are 
outside the control of the  local government.    In the event that contributions,  investment returns, and 
other changes are insufficient to keep up with required payments, State statute does not assign/identify 
the responsible party for the unfunded portion.  Due to the unique nature of how the net pension liability 
and  the net OPEB  liability  are  satisfied,  these  liabilities  are  separately  identified within  the  long‐term 
liability section of the statement of net position. 
 
In accordance with GASB 68 and GASB 75,  the Academy’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB asset/liability, respectively, not accounted for 
as deferred inflows/outflows.  
 
There was a significant change in net pension / OPEB liability / asset for the Academy.  The fluctuations 
are due to changes in the actuarial liabilities / assets and related accruals that are passed through to the 
Academy’s  financial  statement.    All  components  of  pension  and  OPEB  accruals  contribute  to  the 
fluctuations  in deferred outflows /  inflows and net pension/OPEB  liabilities/asset and are described  in 
more detail in their respective notes. 
 
Statement of Revenues, Expenses and Changes in Net Position ‐ Table 2 shows the changes in Net Position 
for fiscal year 2019 and 2018, as well as a listing of revenues and expenses.   This change in Net Position 
is  important because it tells the reader that, for the Academy as a whole, the financial position of the 
Academy has improved or diminished. The cause of this may be the result of many factors, some financial, 
some  not.    Non‐financial  factors  include  the  current  laws  in  Ohio  restricting  revenue  growth,  facility 
conditions, required educational programs and other factors. Main changes in revenue are reduction in 
federal grants due to reduction in awards and an increase in debt forgiveness based on the restructured 
agreement with  Tatonka.    Purchased  services  expense  changed  due  to  changes  in  pension  and OPEB 
liabilities and related accruals. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Table 2 reflects the changes in net position for fiscal year 2019 as compared to 2018: 
 

2019 2018
Operating Revenues:
  State Aid 4,444,492$             4,325,452$          
  Miscellaneous -                          54,731
    Total Operating Revenues 4,444,492 4,380,183

Operating Expenses:
  Purchased Services 3,772,737 2,638,099
  Depreciation 13,122 32,839
  General Supplies 193,894 187,794
  Other Operating Expense 52,849 54,590
    Total Operating Expenses 4,032,602 2,913,322

      Operating Income 411,890 1,466,861

Nonoperating Revenues and (Expenses):
  Federal and State Restricted Grants 825,880 907,611
  Debt Forgiveness 250,000 125,000
  Interest Expense (415,159) (394,254)
    Net Nonoperating Revenues and (Expenses) 660,721                  638,357               

Change in Net Position 1,072,611$             2,105,218$          

Table 2
Change in Net Position
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 

CAPITAL ASSETS 
 
At the end of fiscal year 2019, the Academy had $20,049 invested in capital assets (net of accumulated 
depreciation) for leasehold improvements, furniture and equipment, and computers and software. The 
increase, as shown below, is due to purchase of additional assets exceeding the depreciation costs for the 
year. The following table shows fiscal year 2019 compared to 2018:     

2019 2018 Change

Computer & Software $20,049 $7,588 $12,461
Furniture & Equipment -                   5,534 (5,534)

$20,049 $13,122 $6,927

Capital Assets at June 30 (Net of Depreciation)

 
For  further  information  regarding  the Academy’s  capital  assets,  refer  to Note  5  of  the  basic  financial 
statements.   
 

DEBT 
 
At June 30, 2019, the Academy had $825,000 in advances outstanding, from Charter School Capital.  In 
addition, the Academy had a promissory note outstanding in the amount of $3,171,828 to Tatonka Capital 
Corporation at  7%  interest  for  a  15‐year  term.,  of which $168,186 was  considered  to be  current  and 
$1,340,995 with Accel Schools of which $95,785 was considered to be current.  For further information 
regarding the Academy’s debt, refer to Note 6 and Note 7 of the Basic Financial Statements. 
 

OPERATIONS 
 
Columbus  Arts &  Technology  Academy  is  a  public  school  established  pursuant  to  Ohio  Revised  Code 
Chapter 3314. The Academy offers education for Ohio children in grades K‐8. The Academy is independent 
of any Academy and is nonsectarian in its programs, admission policies, employment practices, and all 
other operations.  The Academy may lease or acquire facilities as needed and contract for any services 
necessary for the operation of the Academy.    
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REQUESTS FOR INFORMATION 
 
This  financial  report  is designed  to provide citizens,  taxpayers,  investors, and creditors with a general 
overview of the Academy’s finances and to show the Academy’s accountability for the money it receives.  
If you have any question concerning  this  report, please contact  the Academy’s Fiscal Officer, C. David 
Massa of Massa Financial Solutions, LLC, 2255 Kimberly Parkway E., Columbus, Ohio 43232. 
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                                                    COLUMBUS ARTS & TECHNOLOGY ACADEMY ‐ FRANKLIN COUNTY, OHIO 

   
Statement of Net Position 

At June 30, 2019 

                      

Assets:

Current Assets:

    Cash and Cash Equivalents 101,286$          

    Intergovernmental Receivable 61,451

    Prepaid Expense 84,710

      Total Current Assets 247,447

Noncurrent Assets:

  Net  OPEB Asset 218,103

    Capital Assets, net of Accumulated Depreciation 20,049

      Total Noncurrent Assets 238,152

Total Assets 485,599            

Deferred Outflows of Resources:

    Pension 1,332,705         

    OPEB 99,205               

Total Deferred Outflows of Resources 1,431,910         

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 123,979            

    Accounts Payable, Related Party 650,313            

    Accrued Expenses 54,166               

    Advances Payable 825,000            

    Current Portion of Long Term Debt 263,971            

       Total Current Liabilities 1,917,429         

Noncurrent Liabilities:

    Net Pension Liability 3,845,549

    Net OPEB Liabil ity 422,841

    Noncurrent Portion of Long‐term Debt 4,248,852         

    Total Noncurrent Liabilities 8,517,242

       Total Liabilities 10,434,671

Deferred Inflows of Resources:

    Pension 641,214            

    OPEB 453,333            

Total Deferred Inflows of Resources 1,094,547         

Net Position:

   Invested in Capital Assets 20,049

   Unrestricted Net Position (9,631,758)

   Total Net Position (9,611,709)$     

See Accompanying Notes to the Basic Financial Statements
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            COLUMBUS ARTS & TECHNOLOGY ACADEMY‐FRANKLIN COUNTY, OHIO 
 

Statement of Revenues, 
Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2019 

 
 

Operating Revenues:

  State Aid 4,444,492$    

    Total Operating Revenues 4,444,492

Operating Expenses:

  Purchased Services 3,772,737

  Depreciation 13,122

  Supplies 193,894

  Other Operating Expenses 52,849

    Total Operating Expenses 4,032,602

      Operating Income 411,890

Non‐Operating Revenues and (Expenses):

  Federal and State Restricted Grants  825,880

  Debt Forgiveness 250,000          

  Interest Expense (415,159)         

    Net Nonoperating Revenues and (Expenses) 660,721

Change in Net Position 1,072,611       

Net Position Beginning of Year (10,684,320)   

Net Position End of Year (9,611,709)$   

See Accompanying Notes to the Basic Financial Statements
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 COLUMBUS ARTS & TECHNOLOGY ACADEMY – FRANKLIN COUNTY, OHIO  

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2019 

 
 

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 4,443,707$             

Cash Payments to Suppliers for Goods and Services (4,563,745)              

Net Cash Used For Operating Activities (120,038)                 

CASH FLOWS FROM CAPITAL RELATED FINANCING ACTIVITIES

Purchase of Assets (20,049)                   

Net Cash Used For Capital Related Financing Activities (20,049)                   

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Charter School Capital Advances 3,263,100               

Charter School Capital Redemptions (3,264,000)              

Charter School Capital Cost of Funding (176,766)                 

Note Payable Principal Payments (242,441)                 

Note Payable Interest Payments (238,393)                 

Federal and State Grant Receipts 774,101                  

Net Cash Provided By Noncapital Financing Activities 115,601                  

Net Decrease in Cash and Cash Equivalents (24,486)                   

Cash and Cash Equivalents ‐ Beginning of the Year 125,772                  

Cash and Cash Equivalents ‐ Ending of the Year 101,286$                

Non Cash Transaction:

See Accompanying Notes to the Basic Financial Statement.

During the fiscal year 2019, the Academy's management company (Accel) reclassified certain 

accounts payable related party into a long term note for $1,436,781.  The Academy received 

$250,000 in debt forgiveness during the year in the form of loan discounts from Tatonka Capital 

Corporation in exchange for timely payments on the note payable.

 
 
 
 

 
 

(Continued)
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COLUMBUS ARTS & TECHNOLOGY ACADEMY – FRANKLIN COUNTY, OHIO  
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2019 

(Continued) 

Reconciliation of Operating Income to Net Cash Used For Operating Activities

Operating Income 411,890$       

Adjustments to Reconcile Operating Income to Net Cash Used For Operating Activities

Depreciation 13,122            

Changes in Assets, Liabil ities, and Deferred Inflows and Outflows of Resources:

(Increase)/ Decrease in Receivables 27,457            

(Increase)/ Decrease in Deferred Outflows 464,143         

Increase/ (Decrease) in Deferred Inflows 59,289            

Increase/ (Decrease) in Net Pension Liabil ity (514,328)        

(Increase)/ Decrease in Prepaid Expense (54,206)          

Increase in Accounts Payable, Trade (6,814)             

Increase in Accounts Payable, Related Party 228,338         

Increase/(Decrease) in Accrued Expense 36,141            

(Increase)/ Decrease in Net OPEB Asset (218,103)        

Increase/(Decrease) in Net OPEB Liabil ity (566,967)        

Net Cash Used For Operating Activities (120,038)$      
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NOTE 1 – DESCRIPTION OF THE ACADEMY 
 
The  Columbus  Arts  &  Technology  Academy  (the  “Academy”)  is  a  nonprofit  corporation  established 
pursuant to Ohio Revised Code Chapters 3314. The Academy offers education for Ohio children in grades 
K‐8.  The Academy is independent of any Academy and is nonsectarian in its programs, admission policies, 
employment practices, and all other operations. The Academy may lease or acquire facilities as needed 
and contract for any services necessary for the operation of the Academy.  The Academy is a federally 
recognized 501(c)(3) nonprofit corporation established pursuant to Ohio Revised Code Chapter 1702. 
 
The Academy was originally approved for operation under a contract with the Ohio Council of Community 
Schools (the Sponsor) for a period of four academic years commencing after July 1, 2004 and ending June 
30, 2008.   Subsequently the contract was extended for an additional ten years through June 30, 2018. 
Another five‐year extension through 2023 has been subsequently renewed. The Sponsor is responsible 
for evaluating the performance of the Academy and has the authority to deny renewal of the contract at 
its expiration or terminate the contract prior to its expiration.    
 
Ohio Revised Code Section 3314.02(E) states in part that the Academy operate under the direction of a 
Governing Board  that  consists  of  not  less  than  five  individuals who  are  not  owners  or  employees,  or 
immediate relatives or owners or employees of any for‐profit firm that operates or manages an academy 
for the Governing Board.   The Board is responsible for carrying out the provisions of the contract that 
include,  but  are  not  limited  to,  state‐mandated  provision  regarding  student  population,  curriculum, 
academic  goals,  performance  standards,  admission  standards,  and  qualification  of  teachers.  The 
Academy’s Governing Board also serves as the Board for Cornerstone Academy. 
 
The Academy contracts with Accel Schools for management services including management of personnel 
and human  resources,  the program of  instruction, marketing data management,  purchasing,  strategic 
planning,  public  relations,  financial  reporting,  recruiting,  compliance  issues,  budgets,  contracts  and 
equipment and facilities.  
 

NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNT POLICIES 
 
The  financial  statements  of  the  Academy  have  been  prepared  in  conformity with  generally  accepted 
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards 
Board  (GASB)  is  the  accepted  standard‐setting  body  for  establishing  governmental  accounting  and 
financial  reporting principles. The more significant of  the Academy’s accounting policies are described 
below. 
 
Basis of Presentation ‐ The Academy’s basic financial statements consist of a statement of net position; a 
statement  of  revenues,  expenses,  and  changes  in  net  position;  and  a  statement  of  cash  flows.  The 
Academy uses a single enterprise presentation for its financial records.  Enterprise reporting focuses on 
the determination of operating income, changes in net position, financial position, and cash flows.   
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNT POLICIES (continued) 
 
Measurement  Focus  ‐The  enterprise  activity  is  accounted  for  using  a  flow  of  economic  resources 
measurement focus. All assets and deferred outflows of resources and liabilities and deferred inflows of 
resources associated with the operation of the Academy are included on the statement of net position.  
The statement of revenues, expenses, and changes in net position presents increases (e.g. revenues) and
decreases (e.g. expenses) in net position.  The statement of cash flows reflects how the Academy finances 
meet its cash flow needs.  
 
Basis of Accounting  ‐ Basis of  accounting determines when  transactions are  recorded  in  the  financial 
records and reported on the financial statements. The Academy’s financial statements are prepared using 
the accrual basis of accounting. Revenue resulting from exchange transactions, in which each party gives 
and  receives essentially equal value,  is  recorded on  the accrual basis when  the exchange  takes place.  
Revenue  resulting  from  nonexchange  transactions,  in which  Academy  receives  value without  directly 
giving equal value in return, such as grants and entitlements, are recognized in the period in which all 
eligibility requirements have been satisfied. Eligibility requirements include timing requirements, which 
specify the period when the resources are required to be used or the period when use is first permitted, 
matching requirements,  in which the Academy must provide local resources to be used for a specified 
purpose,  and  expenditure  requirements,  in  which  the  resources  are  provided  to  the  Academy  on  a 
reimbursement basis.  Expenses are recognized at the time they are incurred. 
   

Budgetary Process ‐ Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C). However, unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter 5705, unless specifically provided  in  the contract between the Academy and  its Sponsor. The 
contract between the Academy and its Sponsor does not require the Academy to follow the provisions 
Ohio Revised Code Chapter 5705; therefore, no budgetary information is presented in the basic financial 
statements.  

 
Cash and Cash Equivalents ‐ Cash received by the Academy is reflected as “Cash and Cash Equivalents” 
on the statement of net position.  The Academy had no investments during the fiscal year ended June 30, 
2019. 
 
Prepaid Items ‐ The Academy records payments made to vendors for services that will benefit periods 
beyond June 30, 2019, as prepaid items using the consumption method.  A current asset for the prepaid 
amount is recorded at the time of the purchase and an expense is reported in the year in which services 
are consumed. 
 
Capital  Assets  ‐  The  Academy’s  capital  assets  during  fiscal  year  2019  consisted  of  leasehold 
improvements, furniture and equipment, computers and software.   All capital assets are capitalized at 
cost and updated for additions and retirements during the fiscal year.  Donated capital assets are recorded 
at their acquisition values as of the date received. The Academy maintains a capitalization threshold of 
one  thousand  five  hundred  dollars. The  Academy  does  not  have  any  infrastructure.    Leasehold 
improvements are capitalized.  The costs of normal maintenance and repairs that do not add to the value 
of the asset or materially extend an asset’s life are not capitalized.   
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNT POLICIES (continued) 
 
All  capital  assets  are  depreciated.  Depreciation  is  computed  using  the  straight‐line method  over  the 
following useful lives:   
 

     

Description Useful Lives
Computers & Software 5 years
Furniture & Equipment 5-20 years

Leasehold Improvements Remaining life of lease

 
Net Position  ‐ Net position represents  the difference between assets, deferred outflows of  resources, 
liabilities,  and  deferred  inflows  of  resources.    Net  position  is  reported  as  restricted  when  there  are 
limitations  imposed  on  their  use  either  through  the  enabling  legislation  adopted  by  the  Academy  or 
through external restrictions imposed by creditors, grantors, or laws or regulations of other governments.  
The Academy applies restricted resources first when an expense is incurred for purposes for which both 
restricted and unrestricted net position is available. At June 30, 2019, there was no enabling legislation 
setting any limitations on the use of Academy resources. Investment in capital assets is equal to capital 
assets net of accumulated depreciation. 
 
Operating Revenues and Expenses ‐ Operating revenues are those revenues that are generated directly 
from the primary activity of the Academy.  Operating expenses are necessary costs incurred to provide 
the  service  that  is  the  primary  activity  of  the Academy.    All  revenues  and  expenses  not meeting  this 
definition are reported as non‐operating. 
 
Deferred Inflows and Deferred Outflows of Resources ‐ In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of  resources  represent  a  consumption of  net  position  that  applies  to  a  future period  and will  not  be 
recognized  as  an  outflow  of  resources  (expense/expenditure)  until  then.    For  the  Academy,  deferred 
outflows of resources are reported on the statement of net position for pension and OPEB.  The deferred 
outflows of resources related to pension and OPEB plans are explained in Notes 10 and 11.  
  
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. For the Academy, deferred inflows of resources include 
pension and OPEB. These amounts are deferred and recognized as an inflow of resources in the period 
the amounts become available.   Deferred  inflows of  resources  related to pension and OPEB plans are 
reported on the statement of net position. (See Note 10 and 11)  
 
Pensions/Other Postemployment Benefits  (OPEB) – For purposes of measuring  the net pension/OPEB 
asset/liability,  deferred  outflows  of  resources  and  deferred  inflows  of  resources  related  to 
pensions/OPEB,  and  pension/OPEB  expense,  information  about  the  fiduciary  net  position  of  the 
pension/OPEB plans and additions to/deductions from their fiduciary net position have been determined 
on the same basis as they are reported by the pension/OPEB plan.  For this purpose, benefit payments 
(including refunds of employee contributions) are recognized when due and payable in accordance with 
the benefit terms.  The pension/OPEB plans report investments at fair value.
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNT POLICIES (continued) 
 
Estimates  ‐ The preparation of  financial  statements  in  conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from those estimates.  

 
NOTE 3 ‐ CASH AND CASH EQUIVALENTS 
 
The  following  information  classifies  deposits  by  category  of  risk  as  defined  in  GASB  Statement  No.3 
“Deposits  with  Financial  Institutions,  Investments  (including  Repurchase  Agreements)  and  Reverse 
Repurchase  Agreements,”  as  amended  by  GASB  Statement  No.40,  “Deposit,  and  Investment  Risk 
Disclosures”. 
 
The Academy maintains its cash balances at Huntington Bank in Ohio. The balances are insured by the 
Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account. At June 30, 2019, 
the book amount of the Academy’s deposits was $101,286 and the bank balance was $108,518. None of 
the bank balance was uninsured and exposed to custodial credit risk. 
 

NOTE 4 – RECEIVABLES 
 
At  June  30,  2019,  the  Academy  had  intergovernmental  receivables  of  $61,451.  These  receivables 
represent monies due from Federal programs, which was not received as of June 30, 2019. The receivables 
are expected to be collected within one year.  
 

NOTE 5 – CAPITAL ASSETS 
 
Capital asset activity for the fiscal year ended June 30, 2019, was as follows: 
 

 

06/30/18 Additions Deletions 06/30/19
Capital Assets:
Computers & Software 375,009$      20,049$        -$           395,058$       
Furniture & Equipment 88,775         -               -             88,775           
Leasehold Improvements 68,089         -               -             68,089           
Total Capital Assets 531,873        20,049          -             551,922         

Less Accumulated Depreciation:
Computers & Software (367,421)       (7,588)          -             (375,009)        
Furniture & Equipment (83,241)        (5,534)          -             (88,775)          
Leasehold Improvements (68,089)        -               -             (68,089)          
Total Accumulated Depreciation (518,751)       (13,122)          -             (531,873)        

Total Capital Assets, Net 13,122$        6,927$          -$           20,049$         
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NOTE 6 – ADVANCES PAYABLE 
 
During the fiscal year ending 2019, the Academy received working capital advances from Charter School 
Capital through a receivables purchase agreement. As the Academy receives its monthly State funding, 
these advances are repaid, however,  the Academy may elect  to  receive future advances  from Charter 
School  Capital  by  entering  into  additional  agreements.    The  total  cost  of  funding  for  the  year  was 
$176,766. 
 
A summary of short‐term obligations for the Academy at June 30, 2019, is as follows: 
 

 
NOTE 7 – LONG‐TERM OBLIGATIONS 
 
Changes in the Academy’s long‐term obligations during fiscal year 2019 were as follows: 

Tatonka – Note Payable 
 
In fiscal year 2015, the Academy restructured its long‐term obligations and accounts payable‐related party 
held  by Mosaica  Education,  Inc.  to  Tatonka  Capital  Corporation,  due  to  a  court  ordered  receivership 
between Tatonka Capital Corporation and Mosaica Education, Inc. On December 15, 2014 the Academy 
executed a 7% $5,146,067 promissory note payable to Tatonka Capital Corporation. The note matures on 
December  15,  2027.  Principal  totaled  $146,655,  while  interest  totaled  $238,393  during  the  year.  In 
addition, $125,000 in debt forgiveness was applied to the loan in both December 2018 and June 2019 for 
a total of $250,000. 
 
 
 
 

 

Balance 
6/30/2018 Additions Reductions

Balance 
6/30/2019

Charter School Capital 825,900$        3,263,100$     (3,264,000)$   825,000$        

Balance 
6/30/2018 Additions Reductions

Balance 
6/30/2019

Due Within 
One Year

Net Pension/OPEB  Liabilities:
Net Pension Liability 4,359,877$      -$              (514,328)$      3,845,549$       -$           
Net OPEB Liability 989,808           -               (566,967)        422,841           -             

Total Net Pension Liability 5,349,685        -                (1,081,295)     4,268,390         -             

Direct Borrowing:
Accel Schools - Note Payable -                  1,436,781      (95,786)          1,340,995         95,785        
Tatonka - Note Payable 3,568,483        -               (396,655)        3,171,828         168,186      

Total Notes Payable 3,568,483        1,436,781       (492,441)        4,512,823         263,971      

Total Long-Term Obligations 8,918,168$      1,436,781$    (1,573,736)$    8,781,213$       263,971$    
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NOTE 7 – LONG‐TERM OBLIGATIONS (continued) 
 
Tatonka – Note Payable (Continued) 
 
There are no prepayment penalties on this note.  Upon default on the note the remaining principal balance 
and any accrued interest at that point in time become immediately due and payable.  Defaults are defined 
as  nonpayment  within  10  days  of  due  date,  failure  to  follow  note  agreement,  voluntary  insolvency 
proceeding, involuntary insolvency proceedings, misrepresentation, material adverse change in financial 
position, reorganization without lender consent, transfer of material properties of assets without lender 
consent. 
 
In June 2018, the note with Tatonka Capital Corporation was restructured to assist the Academy with cash 
flow.   As a result, the monthly payments were reduced by $12,500 to $33,754 per month for a period of 
three years. These payments increase to $46,254 per month in fiscal year 2022 with a balloon payment 
due  in  2028.  The  updated  schedule  of  the  future  minimum  payments  required  under  the  Tatonka 
promissory notes as of June 30, 2019 is as follows: 
 

Year Ending June 30: Tatonka Note Principal Interest

2020 405,048$            168,186$            236,862$           

2021 405,048              181,171              223,877             

2022 555,052              349,427              205,625             

2023 555,052              375,050              180,002             

2024 555,052              402,141              152,911             

2025‐2028 1,864,164$        1,695,853$        168,311$           

4,339,416$        3,171,828$        1,167,588$       

 
Accel ‐ Note Payable 
 
In  July  2018,  the Academy executed  a  note with Accel  Schools  for  past  due management  fees  in  the 
amount of $1,436,781.  The note is through June 2033 and bears an annual interest rate of 7%.  Interest 
is waived during the first 3 years of the note through fiscal year 2021.  Monthly payments of $7,982 are 
due  through  2021,  then  payments  of  $11,820  are  due.    Upon  default,  the  outstanding  principal  and 
accrued interest at that time becomes immediately due.  At the option of lender at the time of default, 
the  interest  rate  can  also  increase  by  5.00  percentage  points.    Default  is  defined  as  late  payments, 
noncompliance  with  management  agreement,  making  false  statements,  dissolution  or  insolvency, 
creditor or forfeiture proceedings, and closure of the Academy.  
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NOTE 7 – LONG‐TERM OBLIGATIONS (continued) 
 

Accel ‐ Note Payable ‐ continued 
 
The future minimum payments required under the Accel promissory note as of June 30, 2019 is as follows: 

Year Ending June 30: Accel Note Principal Interest

2020 95,785$            95,785$          ‐$                

2021 95,785              95,785            ‐                  

2022 141,845            63,394            78,451           

2023 141,845            67,977            73,868           

2024 141,845            72,891            68,954           

2025‐2029 709,228            451,537          257,491         

2030‐2033 567,385            493,626          73,959           

Total Future Minimum Payments 1,893,718$      1,340,995$    552,723$       

 
NOTE 8 – RISK MANAGEMENT 
 
The Academy is exposed to various risks of loss related to: torts, theft of, damage to, and destruction of 
assets, errors and omissions, injuries to employees, and natural disasters.   During fiscal year 2019, the 
Academy  contracted with  Pashley  Insurance Agency  to  provide  insurance  coverage with  the Hartford 
Casualty Insurance Company.  
 

General Liability:   
Each Occurrence  $   1,000,000 
Aggregate Limit  $   2,000,000 
Products‐Completed Operations Aggregate 
Limit 

$   2,000,000 

Medical Expense Limit – Any One 
Person/Occurrence 

$        15,000 

Damage to Rented Premises‐Each 
Occurrence 

$      500,000 

Personal and Advertising Injury  $   1,000,000 
Automotive Liability:   

Combined Single Limit  $   1,000,000 
Building 3  $      118,000 
Business Personal Property  $      300,000 
Excess/Umbrella Liability:   

Each Occurrence  $   5,000,000 
Aggregate Limit  $   5,000,000 

 
Settled claims have not exceeded this commercial coverage in any prior three years and there have been 
no significant reductions in insurance coverage from the prior year.
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NOTE 9 – PURCHASED SERVICES 
 
For the period July 1, 2018 through June 30, 2019, purchased service expenses were as follows:  

 
Purchased Services           Amount
Personnel Services $1,805,544
Professional Services 809,052
Property Services 699,941
Utilities 105,181
Travel & Meetings 2,757
Communications 29,035
Contractual Trade 320,829

Pupil Transportation 398
Total $3,772,737

  
The amount above is net of pension/OPEB expense included in Notes 10 and 11. 
 

NOTE 10 – DEFINED BENEFIT PENSION PLANS 
   
Net Pension Liability 
 
The net pension liability reported on the statement of net position represents a liability to employees for 
pensions.  Pensions  are  a  component  of  exchange  transactions—between  an  employer  and  its 
employees—of salaries and benefits for employee services.  Pensions are provided to an employee—on a 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for pensions is a present obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long‐
term  variables,  including  estimated  average  life  expectancies,  earnings  on  investments,  cost  of  living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   

 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy  cannot  control  benefit  terms  or  the manner  in which  pensions  are  financed;  however,  the 
Academy  does  receive  the  benefit  of  employees’  services  in  exchange  for  compensation  including 
pension.  

 
GASB 68  assumes  the  liability  is  solely  the obligation of  the  employer,  because  (1)  they benefit  from 
employee  services;  and  (2)  State  statute  requires  all  funding  to  come  from  these  employers.    All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State  legislature.   Any resulting  legislative change to benefits or funding could 
significantly affect the net pension liability.  Resulting adjustments to the net pension liability would be  
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
   
Net Pension Liability – continued  
 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net pension liability 
on  the  accrual  basis  of  accounting.    Any  liability  for  the  contractually‐required  pension  contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   

 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Plan  Description  –  Academy  non‐teaching  employees  participate  in  SERS,  a  statewide,  cost‐sharing 
multiple‐employer  defined  benefit  pension  plan  administered  by  SERS.    SERS  provides  retirement, 
disability and survivor benefits  to plan members and beneficiaries.   Authority  to establish and amend 
benefits  is provided by Ohio Revised Code Chapter 3309.   SERS issues a publicly available, stand‐alone 
financial  report  that  includes  financial  statements,  required  supplementary  information  and  detailed 
information about SERS’ fiduciary net position.  That report can be obtained by visiting the SERS website 
at www.ohsers.org under Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 
  

 
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the  Academy  is  required  to  contribute  14  percent  of  annual  covered  payroll.    The  contribution 
requirements  of  plan  members  and  employers  are  established  and  may  be  amended  by  the  SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent for 
employers.    The  Retirement  Board,  acting  with  the  advice  of  the  actuary,  allocates  the  employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B 
Fund, and Health Care Fund).  For the fiscal year ended June 30, 2019, the allocation to pension, death 
benefits, and Medicare B was 13.5 percent.  SERS allocated 0.5 percent of employer contributions to the 
Health Care Fund for fiscal year 2019. 
 
The Academy’s contractually required contribution to SERS was $75,450 for fiscal year 2019. 
 

 

Eligible to Retire before Eligible to Retire on or after

August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or

Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – Academy licensed teachers and other faculty members participate in STRS Ohio, a cost‐
sharing multiple‐employer  public  employee  retirement  system  administered  by  STRS.    STRS  provides 
retirement and disability benefits  to members and death and survivor benefits  to beneficiaries.    STRS 
issues  a  stand‐alone  financial  report  that  includes  financial  statements,  required  supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215‐3771, by calling (888) 227‐7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New  members  have  a  choice  of  three  retirement  plans;  a  Defined  Benefit  (DB)  Plan,  a  Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307. 
For the DB Plan, from August 1, 2015–July 1, 2017, any member could retire with reduced benefits who 
had (1) five years of service credit and age 60; (2) 26 years of service credit and age 55; or (3) 30 years of 
service  credit  regardless  of  age.  Effective  August  1,  2017–July  1,  2019,  any member may  retire with 
reduced benefits who has (1) five years of service credit and age 60; (2) 27 years of service credit and age 
55; or  (3) 30 years of service credit  regardless of age. Eligibility changes will  continue to be phased  in 
through August 1, 2026, when retirement eligibility for unreduced benefits will be five years of service 
credit and age 65, or 35 years of  service credit and at  least age 60. Retirement eligibility  for  reduced 
benefits will be five years of service credit and age 60, or 30 years of service credit regardless of age. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.    The  remaining 4.5 percent of  the 14 percent employer  rate  is  allocated  to  the defined 
benefit unfunded liability.  Effective July 1, 2017, employer contributions of 9.53 percent are placed in the 
investment accounts and the remaining 4.47 percent of the 14 percent employer rate is allocated to the 
defined benefit unfunded  liability. A member  is eligible  to  receive a  retirement benefit at age 50 and 
termination of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum 
withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
In the Combined Plan, member contributions are allocated among investment choices by the member, 
and employer contributions are used to fund a defined benefit payment. A member’s defined benefit is 
determined by multiplying one percent of the member’s final average salary by the member’s years of 
service credit. The defined benefit portion of the Combined Plan payment is payable to a member on or 
after age 60 with five years of service. The DC portion of the account may be taken as a  lump sum or 
converted to a lifetime monthly annuity at age 50 and termination of employment. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another  STRS plan.    The optional  annuitization of  a member’s defined  contribution account or  the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS  
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Plan Description ‐ State Teachers Retirement System (STRS) – continued  
 
bearing the risk of  investment gain or  loss on the account.   STRS has therefore  included all three plan 
options as one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with  five or more years of credited service who  is determined to be 
disabled  may  qualify  for  a  disability  benefit.    Eligible  survivors  of  members  who  die  before  service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance.  
 
Funding  Policy  –  Employer  and  member  contribution  rates  are  established  by  the  State  Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30,  2019,  plan members were  required  to  contribute  14  percent  of  their  annual  covered  salary.  The 
Academy was  required  to  contribute 14 percent;  the entire 14 percent was  the portion used  to  fund 
pension obligations.  The fiscal year 2019 contribution rates were equal to the statutory maximum rates. 

 
The Academy’s contractually required contribution to STRS was $210,579 for fiscal year 2019. 
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
 
The net pension liability was measured as of June 30, 2018, and the total pension liability used to calculate 
the  net  pension  liability  was  determined  by  an  independent  actuarial  valuation  as  of  that  date.  The 
Academy's employer allocation percentage of the net pension liability was based on the employer’s share 
of  employer  contributions  in  the  pension  plan  relative  to  the  total  employer  contributions  of  all 
participating employers.  
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Following is information related to the proportionate share and pension expense: 
 

 
 
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual  investment earnings, differences between expected and 
actual  actuarial  experience,  changes  in  assumptions  and  changes  in  the Academy’s  proportion of  the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense  over  current  and  future  periods.  The  difference  between  projected  and  actual  investment 
earnings is recognized in pension expense using a straight‐line method over a five‐year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight‐line method. Employer 
contributions to the pension plan subsequent to the measurement date are also required to be reported 
as a deferred outflow of resources.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

SERS STRS Total

Proportion of the Net Pension Liability

  Prior Measurement Date 0.01600000% 0.01432912%

Proportion of the Net Pension Liability

  Current Measurement Date 0.01503650% 0.01357292%

Change in Proportionate Share -0.00096350% -0.00075620%

Proportionate Share of the Net Pension

  Liability 861,169               2,984,380            3,845,549            

Pension Expense (363,699)              356,637               (7,062)                  
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
At June 30, 2019 the Academy reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  

 
$286,029  reported  as  deferred  outflows  of  resources  related  to  pension  resulting  from  Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2020.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to pension will be recognized in pension expense as follows:  
 
 
 
 
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 47,230                 68,888                 116,118               

Changes of assumptions 19,446                 528,889               548,335               

Net difference between projected and

  actual earnings on pension plan investments -                       -                       -                       

Changes in proportion and differences

    between contributions and proportionate

    share of contributions -                       382,223               382,223               

School contributions subsequent to the 

  measurement date 75,450                 210,579               286,029               

Total Deferred Outflows of Resources 142,126               1,190,579            1,332,705            

-                       -                       

Deferred Inflows of Resources

Differences between expected and

  actual experience -                       19,489                 19,489                 

Changes of assumptions -                       -                       -                       

Net difference between projected and

  actual earnings on pension plan investments 23,859                 180,971               204,830               

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 265,984               150,911               416,895               

Total Deferred Inflows of Resources 289,843               351,371               641,214               
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 

 
Actuarial Assumptions ‐ SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67, 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment terminations).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits  for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and  the historical pattern of  sharing benefit  costs between  the employers and plan 
members  to  that point.  The projection of benefits  for  financial  reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long‐term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the  benefits,  if  any,  paid  to  the  employee  after  termination  of  employment  until  the  death  of  the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key  methods  and  assumptions  used  in  calculating  the  total  pension  liability  in  the  latest  actuarial 
valuation, prepared as of June 30, 2018, are presented below: 
 
 
 
 
 
 
 

SERS STRS Total

Fiscal Year Ending June 30:

2020 (162,149)              331,675                169,526               

2021 (25,441)                286,086                260,645               

2022 (28,260)                77,739                  49,479                 

2023 (7,317)                  (66,871)                 (74,188)                

-                       

-                                             -                       

Total (223,167)              628,629                405,462               
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – SERS – continued  
 

 
 
For post‐retirement mortality, the table used in evaluating allowances to be paid is the RP‐2014 Blue Collar 
Mortality Table with fully generational projection and Scale BB, with 120 percent of male rates and 110 
percent of female rates used. The RP‐2000 Disabled Mortality Table with 90 percent for male rates and 
100 percent for female rates set back five years is used for the period after disability retirement.  
 
The  long‐term  return  expectation  for  the  Pension  Plan  Investments  has  been  determined  by  using  a 
building‐block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A  forecasted  rate  of  inflation  serves  as  the  baseline  for  the  return  expectation.    Various  real  return 
premiums over  the baseline  inflation  rate have been established  for  each asset  class.    The  long‐term 
expected nominal rate of return has been determined by calculating an arithmetic weighted average of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the expected return from rebalancing uncorrelated asset classes. The asset allocation, as used in the June 
30, 2015 five‐year experience study, is summarized as follows: 
 

 
 
Discount Rate Total pension liability was calculated using the discount rate of 7.50 percent. The projection 
of  cash  flows  used  to  determine  the  discount  rate  assumed  that  employers  would  contribute  the 
actuarially  determined  contribution  rate  of  projected  compensation  over  the  remaining  26‐year 
amortization  period  of  the  unfunded  actuarial  accrued  liability.  Projected  inflows  from  investment 
earnings were calculated using the long‐term assumed investment rate of return (7.50 percent). Based on 
those  assumptions,  the  plan’s  fiduciary  net  position was  projected  to  be  available  to make  all  future 
benefit payments of current plan members. Therefore, the long‐term expected rate of return on pension 
plan investments was applied to all periods of projected benefits to determine the total pension liability.  
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)
COLA or Ad Hoc COLA 2.50 percent, on and after April 1, 2018, COLA's for future retirees 

will be delayed for three years following commencement

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – SERS – continued  
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the  following table presents  the Academy’s proportionate share of  the net pension  liability calculated 
using the discount rate of 7.50 percent, as well as what the Academy’s net pension liability would be if it 
were calculated using a discount rate that is one percentage point lower (6.50 percent), or one percentage 
point higher (8.50 percent) than the current rate. 

  
 
Actuarial Assumptions ‐ STRS 
 
The  total  pension  liability  in  the  July  1,  2018  actuarial  valuation was  determined  using  the  following 
actuarial assumptions, applied to all periods included in the measurement:  
 

 
 
Post‐retirement mortality rates are based on RP‐2014 Annuitant Mortality Table with 50 percent of rates 
through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 and 
84, and 100 percent of rates thereafter, projected forward generationally using mortality improvement 
scale MP‐2016; pre‐retirement mortality rates are based on RP‐2014 Employee Mortality Table, projected 
forward generationally using mortality improvement scale MP‐2016. 
 
The actuarial assumptions used in the July 1, 2018 valuation, were adopted by the board from the results 
of an actuarial experience study for July 1, 2011, through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 
 
 
 
 
 

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

School's proportionate share

  of the net pension liability $1,213,020 $861,169 $566,164

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Projected Payroll Growth 3.00 percent
Cost-of-Living Adjustments 0.00 percent
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – STRS – continued  
 

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.  Over  a  30‐year  period,  STRS’  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2018. The projection of cash flows used to determine the discount rate assumes that employer and 
member contributions will be made at statutory contribution rates of 14 percent each. For this purpose, 
only  employer  contributions  that  are  intended  to  fund  benefits  of  current  plan  members  and  their 
beneficiaries are included. Based on those assumptions, STRS’ fiduciary net position was projected to be 
available to make all projected future benefit payments to current plan members as of June 30, 2018. 
Therefore, the long‐term expected rate of return on pension plan investments of 7.45 percent was applied 
to all periods of projected benefit payments to determine the total pension liability as of June 30, 2018. 
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the Academy's proportionate share of the net pension liability as of 
June 30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as 
what the Academy's proportionate share of the net pension liability would be if it were calculated using a 
discount  rate  that  is  one‐percentage‐point  lower  (6.45 percent)  or  one‐percentage‐point  higher  (8.45 
percent) than the current assumption:  

  
 
 

 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

School's proportionate share

  of the net pension liability $4,358,295 $2,984,380 $1,821,548
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Net OPEB Asset/Liability 

 
The net OPEB asset/liability reported on the statement of net position represents an asset or liability to 
employees  for  OPEB.  OPEB  is  a  component  of  exchange  transactions‐–between  an  employer  and  its 
employees—of salaries and benefits for employee services.   OPEB are provided to an employee—on a 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services  each  financial  period.    The  obligation  to  sacrifice  resources  for  OPEB  is  a  present  obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net OPEB asset/liability represents the Academy’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB asset/liability calculation is dependent on critical long‐
term  variables,  including  estimated  average  life  expectancies,  earnings  on  investments,  cost  of  living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting these estimates annually.   

 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which OPEB are financed; however, the Academy 
does receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the asset/liability is solely that of the employer, because they benefit from employee 
services.   OPEB contributions come from these employers and health care plan enrollees, which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio Revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
to benefits or funding could significantly affect the net OPEB asset/liability. Resulting adjustments to the 
net OPEB asset/liability would be  effective when  the  changes  are  legally  enforceable.  The  retirement 
systems may allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net OPEB asset/ 
liability on the accrual basis of accounting.  Any liability for the contractually‐required OPEB contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   

 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Health Care Plan Description ‐ The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non‐certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a 
cost‐sharing  other  postemployment  benefit  (OPEB)  plan.    SERS’ Health Care  Plan provides  healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the death of a member or retiree, are eligible for SERS’ health care coverage. Most retirees and  
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Plan Description ‐ School Employees Retirement System (SERS) – continued  
 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self‐insured preferred provider 
organization  for  its  non‐Medicare  retiree  population.  For  both  groups,  SERS  offers  a  self‐insured 
prescription drug program. Health care  is a benefit  that  is permitted, not mandated, by  statute.    The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the 
plan selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding  Policy  ‐  State  statute  permits  SERS  to  fund  the  health  care  benefits  through  employer 
contributions.    Each  year,  after  the  allocation  for  statutorily  required  pensions  and  benefits,  the 
Retirement Board may allocate  the  remainder of  the employer  contribution of 14 percent of  covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2019, 0.5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro‐rated if 
less than a full year of service credit was earned. For fiscal year 2019, this amount was $21,600. Statutes 
provide that no employer shall pay a health care surcharge greater than 2.0 percent of that employer’s 
SERS‐covered payroll; nor may SERS collect  in aggregate more than 1.5 percent of  the  total statewide 
SERS‐covered  payroll  for  the  health  care  surcharge.    For  fiscal  year  2019,  the  Academy’s  surcharge 
obligation was $6,562.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The Academy’s contractually required contribution to SERS was 
$9,356 for fiscal year 2019.     
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost‐sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part 
B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the 
report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227‐7877. 
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Funding  Policy  –  Ohio  Revised  Code  Chapter  3307  authorizes  STRS  to  offer  the  Plan  and  gives  the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed  
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees,  for  the most  recent  year,  pay  a  portion  of  the  health  care  costs  in  the  form of  a monthly 
premium.  Under Ohio law, funding for post‐employment health care may be deducted from employer 
contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2019, STRS did 
not allocate any employer contributions to post‐employment health care.   
 
OPEB Assets/Liabilities, OPEB Expense, and Deferred Outflows/Inflows of Resources Related to OPEB  
 
The net OPEB asset/liability was measured as of June 30, 2018, and the total OPEB asset/liability used to 
calculate  the  net  OPEB  asset/liability  was  determined  by  an  actuarial  valuation  as  of  that  date.  The 
Academy's proportion of the net OPEB asset/liability was based on the Academy's share of contributions 
to the respective retirement systems relative to the contributions of all participating entities.  Following 
is information related to the proportionate share and OPEB expense: 

 

 
 
At June 30, 2019, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  
 
 
 
 
 
 
 
 
 
 
 
 
 

SERS STRS Total

Proportion of the Net OPEB Liability

  Prior Measurement Date 0.01605000% 0.01432912%

Proportion of the Net OPEB Liability/asset

  Current Measurement Date 0.01524150% 0.01357292%

Change in Proportionate Share -0.00080850% -0.00075620%

Proportionate Share of the Net OPEB

  Liability/(asset) 422,841               (218,103)              204,738               

OPEB Expense (7,461)                  (466,058)              (473,519)              
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 

 
$9,356 reported as deferred outflows of resources related to OPEB resulting from Academy contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending June 30, 2020.   
 
 
 
 
 
 
 
 
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 6,902$                 25,475$               32,377$               

Changes of assumptions -                       -                       -                       

Net difference between projected and

  actual earnings on OPEB plan investments -                       -                       -                       

Changes in proportion and differences

    between contributions and proportionate

    share of contributions -                       57,472                 57,472                 

School contributions subsequent to the 

  measurement date 9,356                   -                       9,356                   

Total Deferred Outflows of Resources 16,258$               82,947$               99,205$               

-                       -                       

Deferred Inflows of Resources

Differences between expected and

  actual experience -$                     12,707$               12,707$               

Changes of assumptions 37,989                 297,182               335,171               

Net difference between projected and

  actual earnings on OPEB plan investments 634                      24,916                 25,550                 

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 52,957                 26,948                 79,905                 

Total Deferred Inflows of Resources 91,580$               361,753$             453,333$             
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Other amounts reported as deferred outflows of resources and deferred inflows of resources related to 
OPEB will be recognized in OPEB expense as follows:  
 

 
Actuarial Assumptions ‐ SERS 
 
The  total  OPEB  liability  was  determined  by  an  actuarial  valuation  as  of  June  30,  2018.  The  actuarial 
assumptions used in the valuation are based on results from the most recent actuarial experience study, 
which covered the five‐year period ending June 30, 2015. The experience study report is dated April 2016. 
The total OPEB liability used the following assumptions and other inputs: 
 

 
 
Mortality rates were based on the RP‐2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of  female rates. RP‐2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The long‐term expected rate of return on plan factors are considered in evaluating the long‐term rate of 
return assumption including long‐term historical data, estimates inherent in current market data, and a 
long‐normal distribution analysis  in which best‐estimate ranges of expected future real rates of return 
were developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long‐term expected rate of return, 7.50 percent, by weighting the expected future real rates  

SERS STRS Total

Fiscal Year Ending June 30:

2020 (38,225)                       (48,380)                       (86,605)                       

2021 (30,233)                       (48,380)                       (78,613)                       

2022 (4,929)                         (48,379)                       (53,308)                       

2023 (9,640)                         (51,705)                       (61,345)                       

2024 (1,171)                         (36,241)                       (37,412)                       

Thereafter (480)                            (45,721)                       (46,201)                       

Total (84,678)                       (278,806)                     (363,484)                     

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Municipal Bond Index Rate

Measurement Date 3.62 percent
Prior Measurement Date 3.56 percent

Single Equivalent Interest Rate
Measurement Date 3.70 percent, net of plan investment expense, including price inflation
Prior Measurement Date 3.63 percent, net of plan investment expense, including price inflation

Health Care Cost Trend Rate
Medicare 5.375 percent - 4.75 percent
Pre-Medicare 7.25 percent - 4.75 percent
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – SERS – continued  
 
of return by the target asset allocation percentage and then adding expected inflation. The capital market 
assumptions developed by the investment consultant are intended for use over a 10‐year horizon and 
may not be useful in setting the long‐term rate of return for funding pension plans which covers a longer 
timeframe.  The assumption  is  intended  to be  a  long‐term assumption and  is  not  expected  to  change 
absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental 
change in the market that alters expected returns in future years. 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 
as used in the June 30, 2015 five‐year experience study, are summarized as follows: 
 

 
 

Discount  Rate  The  discount  rate  used  to measure  the  total  OPEB  liability  at  June  30,  2018 was  3.70 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2018 was 3.63 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be made 
from members and the System at the contribution rate of 2.00 percent of projected covered payroll each 
year, which includes a 1.50 percent payroll surcharge and 0.50 percent of contributions from the basic 
benefits  plan.  Based  on  these  assumptions,  the  OPEB  plan’s  fiduciary  net  position  was  projected  to 
become  insufficient  to  make  future  benefit  payments  during  the  fiscal  year  ending  June  30,  2026. 
Therefore,  the  long‐term expected  rate of  return on OPEB plan assets was used  to present  value  the 
projected  benefit  payments  through  the  fiscal  year  ending  June  30,  2025  and  the  Fidelity  General 
Obligation 20‐year Municipal Bond Index rate of 3.62 percent, as of June 30, 2018 (i.e., municipal bond 
rate), was used to present value the projected benefit payments for the remaining years in the projection. 
The total present value of projected benefit payments  from all  years was then used to determine the 
single rate of return that was used as the discount rate. The projection of future benefit payments for all 
current plan members was until the benefit payments ran out. 
 
Sensitivity of the Academy's Proportionate Share of the Net OPEB Liability to Changes in the Discount 
Rate and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in 
the discount rate and the health care cost trend rate. The following table presents the net OPEB liability 
and what the net OPEB liability would be if it were calculated using a discount rate that is  
 

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – SERS – continued  
 
one percentage point lower (2.70 percent) and higher (4.70 percent) than the current discount rate (3.70 
percent). Also shown is what the net OPEB liability would be based on health care cost trend rates that 
are one percent lower (6.25 percent decreasing to 3.75 percent) and one percent higher (8.25 percent 
decreasing to 5.75 percent) than the current rate. 
  

 

   
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2018, actuarial valuation are presented below:   

 

 
 

Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 
For  healthy  retirees  the mortality  rates  are  based  on  the  RP‐2014 Annuitant Mortality  Table with  50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between 
ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality 
improvement scale MP‐2016. For disabled retirees, mortality rates are based on the RP‐2014 Disabled 
Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected forward 
generationally using mortality improvement scale MP‐2016. 
 
Actuarial  assumptions  used  in  the  June  30,  2018,  valuation  are  based  on  the  results  of  an  actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  

Current

1% Decrease Discount Rate 1% Increase

(2.70%) (3.70%) (4.70%)

School's proportionate share

  of the net OPEB liability $513,084 $422,841 $351,385

Current

1% Decrease Trend Rate 1% Increase

(6.25 % decreasing (7.25 % decreasing (8.25 % decreasing

to 3.75%) to 4.75%) to 5.75%)

School's proportionate share

  of the net OPEB liability $341,155 $422,841 $531,007

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Health Care Cost Trend Rates -5.23 percent to 9.62 percent, initial, 4.00 percent ultimate
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – STRS – continued  
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.    Over  a  30‐year  period,  STRS'  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total OPEB asset/liability was 7.45 percent as of 
June 30, 2018. The projection of cash flows used to determine the discount rate assumed STRS continues 
to allocate no employer contributions to the health care fund. Based on those assumptions, the OPEB 
plan’s fiduciary net position was projected to be available to make all projected future benefit payments 
to current plan members as of June 30, 2018. Therefore, the long‐term expected rate of return on health 
care  plan  investments  of  7.45  percent  was  applied  to  all  periods  of  projected  benefit  payments  to 
determine the total OPEB liability as of June 30, 2018.  
 
Sensitivity  of  the Academy’s  Proportionate  Share of  the Net OPEB Asset/Liability  to  Changes  in  the 
Discount and Health Care Cost Trend Rate The following table represents the net OPEB asset/liability as 
of June 30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as 
what the net OPEB asset/liability would be if it were calculated using a discount rate that is one percentage 
point lower (6.45 percent) or one percentage point higher (8.45 percent) than the current assumption. 
Also shown is the net OPEB liability as of June 30, 2018, calculated using health care cost trend rates that 
are one percentage point lower or one percentage point higher than the current health care cost trend 
rates. 
 
 
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – STRS – continued  

 
 

 
 
NOTE 12 ‐ CONTINGENCIES 
 
Grants ‐ The Academy received financial assistance from federal and state agencies in the form of grants.  
The disbursement of funds received under these programs generally requires compliance with terms and 
conditions  specified  in  the  grant  agreements  and  are  subject  to  audit  by  the  grantor  agencies.    Any 
disallowed claims resulting from such audits could become a liability of the Academy.  However, in the 
opinion of management, any such disallowed claims will not have a material adverse effect on the overall 
financial position of the Academy at June 30, 2019. 
 
Litigation ‐ There are currently no matters in litigation with the Academy as defendant. 
 
Full‐Time Equivalency ‐ Academy foundation funding is based on the annualized full‐time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for  Foundation  funding  purposes.   Community  schools  must  provide  documentation  that  clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  

 

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

School's proportionate share

  of the net OPEB asset $186,935 $218,103 $244,298

Current

1% Decrease Trend Rate 1% Increase

School's proportionate share

  of the net OPEB asset $242,820 $218,103 $193,001
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NOTE 12 – CONTINGENCIES (continued) 
 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation  funding  due  to  a  lack  of  evidence  to  support  student  participation  and  other matters  of 
noncompliance. ODE did not perform such a review on the Academy for fiscal year 2019.  
 
As of the date of this report, all ODE adjustments have been completed. 
 
In addition, the School’s contracts with their Sponsor and Management Company require payment based 
on revenues received from the State.  As discussed above, all ODE adjustments through fiscal year 2019 
have been completed.  A reconciliation between payments previously made and the FTE adjustments has 
taken place with these contracts. 
 

NOTE 13 – BUILDING LEASES 
 
On July 30, 2014, the Academy entered into a lease with Spirit Master Funding II, LLC, for an initial term 
of 10 years. Initial base rent for fiscal 2015 was $802,000. The lease contains no adjustment agreement. 
Under the lease agreement, the Academy is responsible for paying all utilities, maintenance and repairs, 
and applicable property taxes. In June 2018, the lease with Spirit Master Funding II, LLC was restructured 
to assist the Academy with cash flow.   As a result, the monthly payments were reduced by $12,500 to 
$54,333  per month  for  a  period  of  three  years.  Rent  payments  in  fiscal  2019  totaled  $618,500.    The 
updated schedule of the future minimum payments required under the lease as of June 30, 2019 is as 
follows:  
 
 
 
 
 
 
 
 
 
 
 
 
 

Fiscal Year Ending 
June 30  Amount 

2020  $          652,000  
2021             652,000  
2022             802,000  
2023               802,000  
2024             802,000     

Total minimum lease payments   $       3,710,000  
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NOTE 14 ‐ SPONSOR 
 
The Academy was approved for operation under a contract with the Ohio Council of Community Schools 
(the Sponsor) through June 30, 2023. As part of this contract, the Sponsor is entitled to a maximum of 1% 
of foundation revenues. Total amount due and paid for fiscal year 2019 was $42,658. 

 
NOTE 15 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES 
 
The Academy entered into an agreement with Accel Schools, a management company, to provide legal, 
financial, and other management support services for fiscal year 2019. The agreement was for a period of 
five  years  beginning  July  1,  2015. Management  fees  are  calculated  as  12.5%  of  the  Academy’s  State 
Revenue and 10.0% of identified Federal funds and reduced by $200,000 in fiscal year 2019 and by $50,000 
in fiscal years 2020 and 2021. The total amount due from the Academy for the fiscal year ending June 30, 
2019 was $430,262 and is included under “Purchased Services” on the Statement of Revenues, Expenses 
and Changes in Net Position. 
 
Also, per the management agreement there are expenses that will be billed to the Academy based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of Accel employees working 
in at the Academy and other costs related to providing education and administrative services. The total 
amount billed to the Academy inclusive of management fees during fiscal year 2019 was $2,376,367. 
 
The following table is a summary of the management company expenses during fiscal year 2019: 
 

 
 

Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro‐rated based on 
full time equivalent (FTE) head count as of June 30, 2019 by each school it manages.  
 

   

 Columbus Arts & Technology Academy 

 Regular Instruction
(1100 Function Codes) 

 Special Instruction
(1200 Function Codes) 

 Support Services
(2000 Function Codes) 

 Total 

                                1,100                                 1,200                                 2,000 
Direct Expenses: 
Salaries & Wages (100 Object Codes) 1,400,245                        121,006                           434,673                           1,955,924          
Employees’ Benefits (200 Object Codes) 284,602                           35,926                             55,687                             376,215             
Professional & Technical Services (410 Object Codes) 34,972                             34,972               
Supplies (510 Object Codes) 26,989                             15,608                             42,596               
Other Direct Costs (All Other Object Codes) 20,773                             20,773               
Total Direct Expenses 1,732,608                        156,932                           540,940                           2,430,480          
  
Indirect Expenses:  
Overhead 486,347                           486,347             
  
Total Expenses 1,732,608                        156,932                           1,027,287                        2,916,828          
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NOTE 16 – IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES  
 
For  the  fiscal  year  ended  June  30,  2019,  the  Academy  has  implemented  Governmental  Accounting 
Standards Board (GASB) Statement No. 83, Certain Asset Retirement Obligations and GASB Statement No. 
88, Certain Disclosures Related to Debt, including Direct Borrowings and Direct Placements. 
 
GASB Statement No. 83 establishes criteria for determining the timing and pattern of recognition of a 
liability  and  a  corresponding  deferred  outflow  of  resources  for  asset  retirement  obligations.  The 
implementation of GASB  Statement No.  83 did not have an effect  on  the  financial  statements of  the 
Academy. 
 
GASB Statement No. 88 establishes additional financial statement note disclosure requirements related 
to debt obligations of governments,  including direct borrowings and direct placements. These changes 
were incorporated in the School’s fiscal year 2019 financial statements; however, there was no effect on 
beginning net position. 

 
NOTE 17 ‐ MANAGEMENT PLAN 
 
For fiscal year 2019, the Academy had a net position deficit of $(9,611,709), which includes the impact of 
the net pension/OPEB assets/liabilities and related accruals. The Academy’s net deficit in fiscal year 2019 
improved from the $(10,684,320) net deficit in fiscal 2018. Enrollment increased in fiscal year 2019 to 569, 
up  from  560  in  fiscal  year  2018.    The  Academy’s  ability  to  maintain  a  stable  administrative  and 
instructional team along with active advertising via print, radio, mailings and through referrals of current 
parents is anticipated to help produce the likelihood of future enrollment growth leading to surpluses and 
provide an opportunity for the academy to recover from its prior deficits. 
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2019 2018 2017 2016 2015 2014
Academy's Proportion of the Net Pension

Liability 0.0150365% 0.0160000% 0.0183684% 0.0312366% 0.043311% 0.043311%

Academy's Proportionate Share of the Net
Pension Liability 861,169$        955,964$        1,346,593$      1,782,391$      2,191,945$      2,575,566$      

Academy's Covered Payroll 535,237$        485,121$        571,386$        940,387$        1,075,931$      245,773$        

Academy's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 160.89% 197.06% 235.67% 189.54% 203.73% 1047.94%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 71.36% 69.50% 62.98% 69.16% 71.70% 65.52%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net Pension Liability

School Employees Retirement System of Ohio
Last Six Fiscal Years (1)
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2019 2018 2017 2016 2015 2014
Academy's Proportion of the Net Pension

Liability 0.01357292% 0.01432912% 0.01282463% 0.01179025% 0.01245975% 0.01259750%

Academy's Proportionate Share of the Net
Pension Liability 2,984,380$        3,403,913$        4,292,790$        3,258,480$        3,030,645$        3,610,081$        

Academy's Covered Payroll 1,543,014$        1,575,314$        1,349,400$        1,230,114$        1,579,200$        1,383,277$        

Academy's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 193.41% 216.08% 318.13% 264.89% 191.91% 260.98%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 77.31% 75.29% 66.80% 72.10% 74.70% 69.30%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net Pension Liability

State Teachers Retirement System of Ohio
Last Six Fiscal Years (1)
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2019 2018 2017 2016 2015 2014 2013 2012 2011 2010

Contractually Required Contribution 75,450$          72,257$          67,917$          79,994$          123,943$        149,124$        34,015$          32,101$          28,021$          33,295$          

Contributions in Relation to the 
Contractually Required Contribution (75,450)           (72,257)           (67,917)           (79,994)           (123,943)         (149,124)         (34,015)           (32,101)           (28,021)           (33,295)           

Contribution Deficiency (Excess) -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 

Academy's Covered Payroll 558,889$        535,237$        485,121$        571,386$        940,387$        1,075,931$      245,773$        238,669$        222,920$        245,901$        

Contributions as a Percentage of
Covered Payroll 13.50% 13.50% 14.00% 14.00% 13.18% 13.86% 13.84% 13.45% 12.57% 13.54%

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Contributions - Pension

School Employees Retirement System of Ohio
Last Ten Fiscal Years 
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2019 2018 2017 2016 2015 2014 2013 2012 2011 2010

Contractually Required Contribution 210,579$          216,022$          220,544$          188,916$          172,216$          205,296$          179,826$          172,243$          193,341$          192,792$          

Contributions in Relation to the 
Contractually Required Contribution (210,579)           (216,022)           (220,544)           (188,916)           (172,216)           (205,296)           (179,826)           (172,243)           (193,341)           (192,792)           

Contribution Deficiency (Excess) -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 

School Covered Payroll 1,504,136$        1,543,014$        1,575,314$        1,349,400$        1,230,114$        1,579,200$        1,383,277$        1,324,946$        1,487,238$        1,483,015$        

Contributions as a Percentage of
Covered Payroll 14.00% 14.00% 14.00% 14.00% 14.00% 13.00% 13.00% 13.00% 13.00% 13.00%

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of School Contributions - Pension
State Teachers Retirement System of Ohio

Last Ten Fiscal Years 
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2019 2018 2017
Academy's Proportion of the Net OPEB

Liability 0.0152415% 0.0160500% 0.0185869%

Academy's Proportionate Share of the Net
OPEB Liability 422,841$        430,739$        529,796$        

Academy's Covered Payroll 535,237$        485,121$        571,386$        

Academy's Proportionate Share of the Net
OPEB Liability as a Percentage
of its Covered Payroll 79.00% 88.79% 92.72%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability 13.57% 12.46% 11.49%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net OPEB Liability

School Employees Retirement System of Ohio
Last Three Fiscal Years (1)
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2019 2018 2017
Academy's Proportion of the Net OPEB

Liability/Asset 0.01357292% 0.01432912% 0.01282463%

Academy's Proportionate Share of the Net
OPEB Liability/(Asset) (218,103)$         559,069$          685,865$          

Academy's Covered Payroll 1,543,014$        1,575,314$        1,349,400$        

Academy's Proportionate Share of the Net
OPEB Liability/Asset as a Percentage
of its Covered Payroll -14.13% 35.49% 50.83%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability/Asset 176.00% 47.11% 37.30%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net OPEB Asset/Liability

State Teachers Retirement System of Ohio
Last Three Fiscal Years (1)
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2019 2018 2017 2016 2015 2014 2013 2012 2011 2010

Contractually Required Contribution (1) 9,356$            10,852$          10,435$          9,157$            7,711$       8,822$            2,015$            1,390$            1,304$            1,306$            

Contributions in Relation to the 
Contractually Required Contribution (9,356)            (10,852)           (10,435)           (9,157)            (7,711)        (8,822)            (2,015)            (1,390)            (1,304)            (1,306)            

Contribution Deficiency (Excess) -                 -                 -                 -                 -            -                 -                 -                 -                 -                 

Academy's Covered Payroll 558,889$        535,237$        485,121$        571,386$        940,387$    1,075,931$      245,773$        238,669$        222,920$        245,901$        

OPEB Contributions as a Percentage of
Covered Payroll (1) 1.67% 2.03% 2.15% 1.60% 0.82% 0.82% 0.82% 0.58% 0.58% 0.53%

(1) Includes Surcharge

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Contributions - OPEB

School Employees Retirement System of Ohio
Last Ten Fiscal Years 
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2019 2018 2017 2016 2015 2014 2013 2012 2011 2010

Contractually Required Contribution -$                     -$                     -$                 -$                 -$                 15,792$            13,833$            13,249$            14,872$            14,830$            

Contributions in Relation to the 
Contractually Required Contribution -                      -                      -                  -                  -                  (15,792)            (13,833)             (13,249)            (14,872)            (14,830)            

Contribution Deficiency (Excess) -$                     -$                     -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 

School Covered Payroll 1,504,136$            1,543,014$            1,575,314$        1,349,400$        1,230,114$        1,579,200$        1,383,277$        1,324,946$        1,487,238$        1,483,015$        

Contributions as a Percentage of
Covered Payroll 0.00% 0.00% 0.00% 0.00% 0.00% 1.00% 1.00% 1.00% 1.00% 1.00%

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of School Contributions - OPEB

State Teachers Retirement System of Ohio
Last Ten Fiscal Years 
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NOTE 1 ‐ NET PENSION LIABILITY 
 
Changes in Assumptions ‐ SERS 

 

For fiscal year 2017, the SERS Board adopted the following assumption changes: 

 Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent 

 Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent 

 Assumed real wage growth was reduced from 0.75 percent to 0.50 percent 

 Rates of withdrawal, retirement and disability were updated to reflect recent experience. 

 Mortality among active members was updated to RP‐2014 Blue Collar Mortality Table with fully 

generational projection and a five‐year age set‐back for both males and females. 

 Mortality among service retired members, and beneficiaries was updated to RP‐2014 Blue Collar 

Mortality Table with fully generational projection with Scale BB, 120 percent of male rates, and 

110 percent of female rates. 

 Mortality among disabled members was updated to RP‐2000 Disabled Mortality Table, 90 

percent for male rates and 100 percent for female rates, set back five years is used for the 

period after disability retirement.   

 

Changes in Benefit Terms ‐ SERS 

For fiscal year 2018, the cost‐of‐living adjustment was changed from a fixed 3.00 percent to a cost‐of‐
living adjustment  that  is  indexed  to CPI‐W not greater  than 2.50 percent with a  floor of  zero percent 
beginning January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has 
enacted a three‐year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the Retirement Board approved several changes to the actuarial assumptions in 2017. 
The  long  term  expected  rate  of  return was  reduced  from  7.75  percent  to  7.45  percent,  the  inflation 
assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered 
to 3.00 percent, and total salary increases rate was lowered by decreasing the merit component of the 
individual salary increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy 
and  disabled mortality  assumptions were  updated  to  the  RP‐2014 mortality  tables with  generational 
improvement  scale MP‐2016. Rates of  retirement,  termination and disability were modified  to better 
reflect anticipated future experience. 
 

Changes in Benefit Terms ‐ STRS 

 

For fiscal year 2018, the cost‐of‐living adjustment (COLA) was reduced to zero.  
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NOTE 2 ‐ NET OPEB LIABILITY 
 
Changes in Assumptions – SERS 
 
Amounts  reported  for  fiscal  year  2019  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 3.56 percent to 3.62 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased from 3.63 percent to 3.70 percent. The health care cost trend assumptions changed as follows:  
 
Pre‐Medicare 
   Fiscal year 2018   7.50 percent initially, decreasing to 4.00 percent 

Fiscal year 2019 7.25 percent initially, decreasing to 4.75 percent 
Medicare 
  Fiscal year 2018   5.50 percent initially, decreasing to 5.00 percent 

Fiscal year 2019 5.375 percent initially, decreasing to 4.75 percent 
 

Amounts  reported  for  fiscal  year  2018  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 2.92 percent to 3.56 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased from 2.98 percent to 3.63 percent. 
 
Changes in Benefit Terms ‐ SERS 

There have been no changes to the benefit provisions. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2019, the discount rate was increased from the blended rate of 4.13 percent to the long‐
term expected rate of return of 7.45 percent. Valuation year per capita health care costs were updated. 
Health care cost trend rates ranged from 6.00 percent to 11 percent initially and a 4.50 percent ultimate 
rate for fiscal year 2018 and changed for fiscal year 2019 to a range of  ‐5.20 percent to 9.60 percent, 
initially and a 4.00 ultimate rate. 
 
For fiscal year 2018, the blended discount rate was increased from 3.26 percent to 4.13 percent. Valuation 
year per capita health care costs were updated, and the salary scale was modified. The percentage of 
future retirees electing each option was updated based on current data and the percentage of  future 
disabled  retirees  and  terminated  vested  participants  electing  health  coverage  were  decreased.  The 
assumed  mortality,  disability,  retirement,  withdrawal  and  future  health  care  cost  trend  rates  were 
modified along with the portion of rebated prescription drug costs. 
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NOTE 2 ‐ NET OPEB LIABILITY (Continued) 
 
Changes in Benefit Terms – STRS 
 
For fiscal year 2019, the subsidy multiplier for non‐Medicare benefit recipients was increased from 1.9 
percent to 1.944 percent per year of service effective January 1, 2019. The non‐Medicare frozen subsidy 
base  premium  was  increased  effective  January  1,  2019  and  all  remaining Medicare  Part  B  premium 
reimbursements will be discontinued beginning January 1, 2020. 
 
For  fiscal  year 2018,  the  subsidy multiplier  for non‐Medicare benefit  recipients was  reduced  from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. This was subsequently extended, see above paragraph.  
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December 22, 2019 
 
To the Board of Directors 
Columbus Arts and Technology Academy 
Franklin County, Ohio 
2255 Kimberly Parkway East 
Columbus, Ohio  43232 

 
 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
 
We have audited, in accordance with auditing standards generally accepted in the United States of America and 
the standards applicable to the financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the Columbus Arts and Technology 
Academy, Franklin County, Ohio (the “Academy”) as of and for the year ended June 30, 2019, and the related 
notes to the financial statements, which collectively comprise the Academy’s basic financial statements, and have 
issued our report thereon dated December 22, 2019, in which we noted the Academy has suffered recurring losses 
from operations and has a net position deficiency of $9,611,709, including effect of net pension liability, net 
OPEB asset/liability and related accruals totaling $3,712,924, that raises substantial doubt about its ability to 
continue as a going concern. 
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the Academy’s internal control 
over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of the Academy's internal control. Accordingly, we do not express an 
opinion on the effectiveness of the Academy’s internal control. 

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

Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified.  
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Columbus Arts and Technology Academy  
Independent Auditor’s Report on Internal Control over Financial Reporting  
   and on Compliance and Other Matters Based on an Audit of  
   Financial Statements Performed in Accordance with  

Government Auditing Standards 

Page 2 of 2 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Academy's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of 
our tests disclosed no instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards.  
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the Academy's internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the Academy's internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 

 
 
 
 

Cambridge, Ohio 
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December 22, 2019 
 
To the Board of Directors 
Columbus Arts and Technology Academy 
Franklin County, Ohio 
2255 Kimberly Parkway East 
Columbus, Ohio 43232 

 
Independent Auditor’s Report on Compliance for Each Major Federal  

Program and Report on Internal Control over Compliance  
Required by the Uniform Guidance 

 
Report on Compliance for Each Major Federal Program 
 
We have audited the Columbus Arts and Technology Academy’s, Franklin County, Ohio (the 
“Academy”) compliance with the types of compliance requirements described in the OMB Compliance 
Supplement that could have a direct and material effect on each of the Academy’s major federal programs 
for the year ended June 30, 2019. The Academy’s major federal programs are identified in the summary 
of auditor’s results section of the accompanying schedule of findings and questioned costs. 
 
Management’s Responsibility 
 
Management is responsible for compliance with federal statutes, regulations, and the terms and conditions 
of its federal awards applicable to its federal programs. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on compliance for each of the Academy’s major federal 
programs based on our audit of the types of compliance requirements referred to above. We conducted 
our audit of compliance in accordance with auditing standards generally accepted in the United States of 
America; the standards applicable to financial audits contained in Government Auditing Standards, issued 
by the Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of 
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit 
Requirements for Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance 
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance 
with the types of compliance requirements referred to above that could have a direct and material effect 
on a major federal program occurred. An audit includes examining, on a test basis, evidence about the 
Academy’s compliance with those requirements and performing such other procedures as we considered 
necessary in the circumstances. 
 
We believe that our audit provides a reasonable basis for our opinion on compliance for each major 
federal program. However, our audit does not provide a legal determination of the Academy’s 
compliance. 
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Columbus Arts and Technology Academy 
Independent Auditor’s Report on Compliance for Each Major Federal Program and 

Report on Internal Control over Required by the Uniform Guidance 
Page 2 of 2 
 
Opinion on Each Major Federal Program 
 
In our opinion, the Academy complied, in all material respects, with the types of compliance requirements 
referred to above that could have a direct and material effect on each of its major federal programs for the 
year ended June 30, 2019. 
 
Report on Internal Control over Compliance 
 
Management of the Academy is responsible for establishing and maintaining effective internal control 
over compliance with the types of compliance requirements referred to above. In planning and performing 
our audit of compliance, we considered the Academy’s internal control over compliance with the types of 
requirements that could have a direct and material effect on each major federal program to determine the 
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on 
compliance for each major federal program and to test and report on internal control over compliance in 
accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on the 
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the 
effectiveness of the Academy’s internal control over compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a 
federal program on a timely basis. A material weakness in internal control over compliance is a 
deficiency, or combination of deficiencies, in internal control over compliance, such that there is a 
reasonable possibility that material noncompliance with a type of compliance requirement of a federal 
program will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in 
internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over 
compliance with a type of compliance requirement of a federal program that is less severe than a material 
weakness in internal control over compliance, yet important enough to merit attention by those charged 
with governance. 
 
Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over 
compliance that might be material weaknesses or significant deficiencies. We did not identify any 
deficiencies in internal control over compliance that we consider to be material weaknesses. However, 
material weaknesses may exist that have not been identified. 
 
The purpose of this report on internal control over compliance is solely to describe the scope of our 
testing of internal control over compliance and the results of that testing based on the requirements of the 
Uniform Guidance. Accordingly, this report is not suitable for any other purpose. 
 

 
 
 

Cambridge, Ohio 
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CFDA # Grant Year Expenses
Total Provided to 

Subrecipients

U. S. Department of Education

Passed Through Ohio Department of Education:

Title I 84.010 2019 343,855$              -$                       

Special Education Cluster:
IDEA Part B 84.027 2019 122,480                 -                         

Total Special Education Cluster 122,480                 -                         

Title IV-A Student Support and Academic Enrichment Grant 84.424A 2019 10,034                   

Title II-A Improving Teacher Quality 84.367 2019 34,662                   -                         

Total U.S. Department of Education 511,031                 -                         

U. S. Department of Agriculture

Passed Through the Ohio Department of Education:

Child Nutrition Cluster:
Cash Assistance:

School Breakfast Program 10.553 2019 68,743                   -                         
National School Lunch Program 10.555 2019 208,869                 -                         
Total Child Nutrition Cluster 277,612                 -                         

Total U.S. Department of Agriculture 277,612                 -                         

TOTAL FEDERAL FINANCIAL ASSISTANCE 788,643$              -$                       

COLUMBUS ARTS AND TECHNOLOGY ACADEMY
FRANKLIN COUNTY, OHIO

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2019

Federal Grantor/ Pass-Through Grantor/ Program Title

The accompanying notes are an integral part of this schedule.
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NOTE A - BASIS OF PRESENTATION

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

NOTE C - TRANSFERS

CFDA Number / Grant Title Grant Year Transfer Out Transfer In
84.010 Title I 2018 20,371$                 
84.010 Title I 2019 20,371$                 
84.367 Title II-A Improving Teacher Quality 2018 20,263                   
84.367 Title II-A Improving Teacher Quality 2019 20,263                   
84.424A Title IV-A Student Support and Academic Enrichment 2018 8,488                     
84.424A Title IV-A Student Support and Academic Enrichment 2019 8,488                     

49,122$                 49,122$                 

NOTE D - CHILD NUTRITION CLUSTER

COLUMBUS ARTS AND TECHNOLOGY ACADEMY
FRANKLIN COUNTY, OHIO

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2019

The accompanying Schedule of Expenditures of Federal Awards (the Schedule) includes the federal award activity of Columbus Arts and Technology
Academy, Franklin County, Ohio (the Academy) under programs of the federal government for the year ended June 30, 2019. The information on
this Schedule is prepared in accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Because the Schedule presents only a selected
portion of the operations of the Academy, it is not intended to and does not present the financial position, changes in net position, or cash flows of the
Academy. 

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures are recognized following the cost principles 
contained in the Uniform Guidance, wherein certain types of expenditures may or may not be allowable or may be limited as to reimbursement. The 
Academy has elected not to use the 10-percent de minimus indirect cost rate as allowed under the Uniform Guidance.

2 CFR 200.510(B)(6)

The Academy commingles cash receipts from the U.S. Department of Agriculture with similar State Grants. When reporting expenditures on this
Schedule, the Academy assumes it expends federal monies first. 

The Academy generally must spend Federal assistance within 15 months of receipt. However, with Ohio Department of Education (ODE) approval,
an Academy can transfer (carryover) unspent Federal assistance to the succeeding year, thus allowing the Academy a total of 27 months to spend the
assistance. During fiscal year 2019, the ODE authorized the following transfers:
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COLUMBUS ARTS AND TECHNOLOGY ACADEMY 
FRANKLIN COUNTY, OHIO 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
2 CFR §200.515 
JUNE 30, 2019 

 

1.  SUMMARY OF AUDITOR'S RESULTS 

 

(d) (1) (i) 
 

Type of Financial Statement 
Opinion 

Unmodified 
 

(d) (1) (ii) 
 

Were there any material weaknesses in 
internal control reported at the financial 
statement level (GAGAS)? 

 
No 
 

(d) (1) (ii) 
 

Were there any significant deficiencies in 
internal control reported at the financial 
statement level (GAGAS)? 

 
None Reported 
 

(d) (1) (iii) 
 

Was there any reported material 
noncompliance at the financial statement 
level (GAGAS)? 

 
No 
 

(d) (1) (iv) 
 

Were there any material weaknesses in 
internal control reported for major federal 
programs? 

 
No 
 

(d) (1) (iv) 
 

Were there any significant deficiencies in 
internal control reported for major federal 
programs? 

 
None Reported 
 

(d) (1) (v) 
 

Type of Major Programs’ Compliance 
Opinion 

 
Unmodified 

(d) (1) (vi) 
 

Are there any reportable findings under 2 
CFR § 200.516(a)? 

 
No 
 

(d) (1) (vii) 
 
 

Major Programs (list): 
 
Title I 

 
 
CFDA # 84.010 
 

(d) (1) (viii) 
Dollar Threshold: Type A/B Programs Type A: > $750,000 

Type B: All others 

(d) (1) (ix) Low Risk Auditee under 2 CFR §200.520? No 

 
 

2.   FINDINGS RELATED TO THE FINANCIAL STATEMENTS 
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS 

   
None were noted. 
 

3.   FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS 

 
None were noted. 
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88 East Broad Street, Columbus, Ohio 43215 
Phone: 614-466-4514 or 800-282-0370 

www.ohioauditor.gov

 
 
 
Board of Directors 
Columbus Arts and Technology Academy 
2255 Kimberly Parkway East 
Columbus, OH 43232 
 
 
We have reviewed the Independent Auditor’s Report of the Columbus Arts and Technology 
Academy, Franklin County, prepared by Rea & Associates, Inc., for the audit period July 1, 2017 
through June 30, 2018.  Based upon this review, we have accepted these reports in lieu of the 
audit required by Section 117.11, Revised Code.  The Auditor of State did not audit the 
accompanying financial statements and, accordingly, we are unable to express, and do not 
express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Columbus Arts and Technology Academy is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
February 26, 2019  
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1

December 28, 2018

To the Board of Directors
Columbus Arts and Technology Academy
Franklin County, Ohio
2255 Kimberly Parkway East
Columbus, Ohio 43232

INDEPENDENT AUDITOR'S REPORT

Report on the Financial Statements

We have audited the accompanying financial statements of the Columbus Arts and Technology Academy, 
Franklin County, Ohio, (the “Academy”) as of and for the year ended June 30, 2018, and the related notes 
to the financial statements, which collectively comprise the Academy’s basic financial statements as listed 
in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the Academy’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Academy’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion.
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Columbus Arts and Technology Academy
Independent Auditor’s Report
Page 2 of 3

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Academy, as of June 30, 2018, and the changes in its financial position and its
cash flows for the year then ended in accordance with accounting principles generally accepted in the 
United States of America.

Emphasis of a Matter 

As described in Note 16 to the financial statements, the Academy restated the net position balance to account 
for the implementation of Governmental Accounting Standard Board (GASB) Statement No. 75, “Accounting 
and Financial reporting for Postemployment Benefits other than Pensions.” Our opinion is not modified with 
respect to this matter.

The accompanying financial statements have been prepared assuming the Academy will continue as a 
going concern. As disclosed in Note 17 to the financial statements, the Academy has previously suffered 
recurring losses from operations and has a net position deficit of $10,684,320 that raises substantial doubt 
about its ability to continue as a going concern. This deficit net position includes the effect of the net 
pension liability, net OPEB liability and related accruals totaling $4,488,890. Note 17 describes
management’s plan regarding these issues. The financial statements do not include any adjustments that 
might result from the outcome of this uncertainty. Our opinion is not modified with respect to this matter.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the Academy's Proportionate Share of the Net Pension Liability,
Schedule of the Academy’s Contributions-Pension, Schedule of the Academy’s Proportionate Share of the 
Net OPEB Liability, and the Schedule of the Academy’s Contributions - OPEB on pages 5–11, 48-49, 50-
51, 52-53, and 54-55, respectively, be presented to supplement the basic financial statements. Such 
information, although not a part of the basic financial statements, is required by the Governmental 
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the 
basic financial statements in an appropriate operational, economic, or historical context. We have applied 
certain limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion 
or provide any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance.
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Columbus Arts and Technology Academy
Independent Auditor’s Report
Page 3 of 3

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that 
collectively comprise the Academy’s basic financial statements. The Schedule of Expenditures of Federal 
Awards, as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative 
Requirements, Cost Principles, and Audit Requirements for Federal Awards is presented for purposes of 
additional analysis and is not a required part of the basic financial statements.

The Schedule of Expenditures of Federal Awards is the responsibility of management and was derived 
from and relates directly to the underlying accounting and other records used to prepare the basic 
financial statements. Such information has been subjected to the auditing procedures applied in the audit 
of the basic financial statements and certain additional procedures, including comparing and reconciling
such information directly to the underlying accounting and other records used to prepare the basic 
financial statements or to the basic financial statements themselves, and other additional procedures in 
accordance with auditing standards generally accepted in the United States of America. In our opinion, 
the Schedule of Expenditures of Federal Awards is fairly stated, in all material respects, in relation to the 
basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 28,
2018 on our consideration of the Academy’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness 
of the Academy’s internal control over financial reporting or on compliance. That report is an integral part 
of an audit performed in accordance with Government Auditing Standards in considering the Academy’s 
internal control over financial reporting and compliance.

Cambridge, Ohio
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COLUMBUS ARTS & TECHNOLOGY ACADEMY - FRANKLIN COUNTY, OHIO 
 
MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED JUNE 30, 2018 (Continued)  
 

5 
 

The discussion and analysis of the Columbus Arts & Technology Academy’s (the “Academy”) financial 
performance provides an overall review of the Academy’s financial activities for the fiscal year ended June 
30, 2018. Readers should also review the basic financial statements and notes to enhance their 
understanding of the Academy’s financial performance. 
 
HIGHLIGHTS 
 
The Academy finished its thirteenth year of operation during fiscal year 2018 serving grades kindergarten 
through eighth grade.  Enrollment varied during the year but ended the year with 560 full time equivalent 
students. 
 
Key highlights for fiscal year 2018 are as follows: 
 

• Net position increased $2,105,218. 
• Total revenue decreased to $5,412,794 in fiscal year 2018 from $5,699,213 in fiscal year 2017. 
• Total operating expenses (excluding interest expense) decreased from $4,935,039 in fiscal year 

2017 to $2,913,322 in fiscal year 2018.  
• The Academy implemented GASB 75, which reduced beginning net position as previously 

reported by $1,205,226.  
• A decrease in net pension and OPEB liabilities decreased purchased services compared to fiscal 

year 2017.  See further explanation after Table 1.   
 

OVERVIEW OF FINANCIAL STATEMENTS  
 
The financial report consists of three parts: required supplemental information and analysis, the basic 
financial statements and the notes to the financial statements.  These statements are organized so the 
reader can understand the financial position of the Academy. Enterprise accounting uses a flow of 
economic resource measurement focus.  With this measurement focus, all assets and deferred outflow 
resources and all liabilities and deferred inflow resources are included on the statement of net position. 
The statement of net position represents the statement of position of the Academy. The statement of 
revenues, expenses, and changes in net position presents increases (e.g., revenues) and decreases (e.g. 
expenses) in net position.  The statement of cash flows reflects how the Academy finances and meets its 
cash flow needs.  Finally, the notes to the basic financial statements provide additional information that 
is essential to full understanding of the data provided on the basic financial statements.   
 
FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE 
 
The Academy is not required to present government-wide financial statements as the Academy is engaged 
in only business-type activities.  Therefore, no condensed financial information derived from the 
governmental-wide financial statements is included in the discussion and analysis.  
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Table 1 provides a summary of Academy’s net position for 2018 compared to 2017: 
 

Restated

2018 2017

Assets:

  Current Assets
    Cash and Cash Equivalents 125,772$         198,109$          

    Accounts Receivable 28,244             55,375              

    Intergovernmental Receivable 8,885 57,903

    Prepaid Expense 30,504 12,033

      Total current assets 193,405 323,420

Noncurrent assets:
  Capital Assets, net of Accumulated Depreciation 13,122             45,962              

    Total noncurrent assets 13,122             45,962              

Total assets 206,527           369,382            

Deferred Outflows of Resources 1,896,053        1,282,612         

Liabilities:

  Current liabilities:
    Accounts Payable, Trade 130,793           162,054            

    Accounts Payable, Related Party 1,858,756        1,315,674         

    Accrued Expenses 18,025             64,945              

    Current Portion of Long Term Debt 164,237           286,877            

    Advances Payable 825,900 1,064,000

      Total curent liabilities 2,997,711 2,893,550

Noncurrent liabilities:

  Net Pension Liability 4,359,877 5,639,383

  Net OPEB Liability 989,808 1,215,661         

  Noncurrent Portion of Long-term Debt 3,404,246 3,669,712

    Total noncurrent liabilities 8,753,931 10,524,756

       Total liabilities 11,751,642 13,418,306

Deferred Inflows of Resources 1,035,258 1,023,226

Net Position

  Invested in Capital Assets 13,122 45,962

  Unrestricted Net (10,697,442) (12,835,500)

    Total Net Position (10,684,320)$   ($12,789,538)

Table 1
Net Position
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MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED JUNE 30, 2018 (Continued)  
 

7 
 

 
FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Cash and cash equivalents decreased in 2018 by $72,337 due to operations.  Accounts and 
intergovernmental receivables decreased in 2018 by $76,149 due to timing when receivables were 
received. Current liabilities increased in 2018 primarily to the increase in related party accounts payable. 
 
The net pension liability (NPL) is the largest single liability reported by the Academy at June 30, 2018   and 
is reported pursuant to GASB Statement 68, “Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27.”   For fiscal year 2018, the Academy adopted GASB Statement 75, 
“Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions,” which 
significantly revises accounting for costs and liabilities related to other postemployment benefits (OPEB).  
For reasons discussed below, many end users of this financial statement will gain a clearer understanding 
of the Academy’s actual financial condition by adding deferred inflows related to pension and OPEB, the 
net pension liability and the net OPEB liability to the reported net position and subtracting deferred 
outflows related to pension and OPEB. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OBEP liability.  GASB 68 and GASB 75 
take an earnings approach to pension and OPEB accounting; however, the nature of Ohio’s statewide 
pension/OPEB plans and state law governing those systems requires additional explanation in order to 
properly understand the information presented in these statements. 
 
GASB 68 and GASB 75 require the net pension liability and the net OPEB liability to equal the Academy’s 
proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 

GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, 
and the promise of a future pension and other postemployment benefits.  GASB noted that the unfunded 
portion of this promise is a present obligation of the government, part of a bargained-for benefit to the 
employee, and should accordingly be reported by the government as a liability since they received the 
benefit of the exchange.  However, the Academy is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement systems to provide healthcare to eligible benefit recipients.  The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a specific, 
legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the 
unfunded liability of the pension/OPEB plan as against the public employer.  State law operates to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the employment exchange with notice as to the law.  The retirement system is responsible for the 
administration of the pension and OPEB plans 
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability.  As explained above, changes in benefits, 
contribution rates, and return on investments affect the balance of these liabilities, but are outside the 
control of the local government.  In the event that contributions, investment returns, and other changes 
are insufficient to keep up with required payments, State statute does not assign/identify the responsible 
party for the unfunded portion.  Due to the unique nature of how the net pension liability and the net 
OPEB liability are satisfied, these liabilities are separately identified within the long-term liability section 
of the statement of net position. 
 
In accordance with GASB 68 and GASB 75, the Academy’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB liability, respectively, not accounted for as 
deferred inflows/outflows.  
 
As a result of implementing GASB 75, the Academy is reporting a net OPEB liability and deferred 
inflows/outflows of resources related to OPEB on the accrual basis of accounting.  This implementation 
also had the effect of restating net position at June 30, 2017, from ($11,584,312) to ($12,789,538). 
 
Statement of Revenues, Expenses and Changes in Net Position - Table 2 shows the changes in Net Position 
for fiscal year 2018, as well as a listing of revenues and expenses.   This change in Net Position is important 
because it tells the reader that, for the Academy as a whole, the financial position of the Academy has 
improved or diminished. The cause of this may be the result of many factors, some financial, some not.  
Non-financial factors include the current laws in Ohio restricting revenue growth, facility conditions, 
required educational programs and other factors. Main changes in revenue are reduction in federal grants 
due to reduction in awards and a reduction in debt forgiveness based on the agreement with Tatonka.  
Purchased services expense changed due to changes in pension and OPEB liabilities and related accruals. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Table 2 reflects the changes in net position for fiscal year 2018 as compared to 2017: 
 

2018 2017

Operating Revenues:

  State Aid 4,325,452$             4,376,226$          

  Miscellaneous 54,731 42,929

    Total Operating Revenues 4,380,183 4,419,155

Operating Expenses:

  Purchased Services 2,638,099 4,664,191

  Depreciation 32,839 45,276

  General Supplies 187,794 223,169

  Other Operating Expense 54,590 2,403

    Total Operating Expenses 2,913,322 4,935,039

      Operating Income (Loss) 1,466,861 (515,884)

Nonoperating Revenues and (Expenses):

  Federal and State Restricted Grants 907,611 1,030,058

  Debt Forgiveness 125,000 250,000

  Interest Expense (394,254) (436,207)

    Net Nonoperating Revenues and (Expenses) 638,357                  843,851               

Change in Net Position 2,105,218$             327,967$             

Table 2

Change in Net Position

 
The information necessary to restate the 2017 beginning balances and the 2017 OPEB expense amounts 
for the effects of the initial implementation of GASB 75 is not available.  Therefore, 2017 functional 
expenses still include OPEB expense of $10,435 computed under GASB 45.  GASB 45 required recognizing 
pension expense equal to the contractually required contributions to the plan. Under GASB 75, OPEB 
expense represents additional amounts earned, adjusted by deferred inflows/outflows. The contractually  
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
required contribution is no longer a component of OPEB expense. Under GASB 75, the 2018 statements 
report negative OPEB expense of $152,633.  Consequently, in order to compare 2018 total program 
expenses to 2017, the following adjustments are needed: 
 

Total 2018 program expenses under GASB 75 2,913,323$   

Negative OPEB expense under GASB 75 152,633         
2018 contractually required contribution 10,852           

Adjusted 2018 program expenses 3,076,808     

Total 2017 program expenses under GASB 45 4,935,039     

Decrease in program expenses not related to OPEB 1,858,231$    
 

CAPITAL ASSETS 
 
At the end of fiscal year 2018, the Academy had $13,122 invested in capital assets (net of accumulated 
depreciation) for leasehold improvements, furniture and equipment, and computers and software. The 
decrease, as shown below, is due to depreciation costs exceeding the purchase of additional assets for 
the year. The following table shows fiscal year 2018 compared to 2017:    

2018 2017 Change

Computer & Software $7,588 $29,741 ($22,153)

Leasehold Improvements -                   1,808 (1,808)

Furniture & Equipment 5,534 14,412 (8,878)

$13,122 $45,961 ($32,839)

Capital Assets at June 30 (Net of Depreciation)

 
For further information regarding the Academy’s capital assets, refer to Note 5 of the basic financial 
statements.  
 
 
DEBT 
 
At June 30, 2018, the Academy had $825,900 in advances outstanding, from Charter School Capital, which  
was $238,100 less than the year before. 
 
Also, the Academy had a promissory note outstanding in the amount of $3,568,483 to Tatonka Capital 
Corporation at 7% interest for a 15-year term., of which $164,237 was considered to be current.  
 
For further information regarding the Academy’s debt, refer to Note 6 and Note 7 of the Basic Financial 
Statements. 

Attachment 26: Audited Financial Statements Page 1754



COLUMBUS ARTS & TECHNOLOGY ACADEMY - FRANKLIN COUNTY, OHIO 
 
MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED JUNE 30, 2018 (Continued)  
 

11 
 

OPERATIONS 
 
Columbus Arts & Technology Academy is a public school established pursuant to Ohio Revised Code 
Chapter 3314. The Academy offers education for Ohio children in grades K-8. The Academy is independent 
of any school district and is nonsectarian in its programs, admission policies, employment practices, and 
all other operations.  The Academy may lease or acquire facilities as needed and contract for any services 
necessary for the operation of the Academy.    
 
REQUESTS FOR INFORMATION 
 
This financial report is designed to provide citizens, taxpayers, investors, and creditors with a general 
overview of the Academy’s finances and to show the Academy’s accountability for the money it receives.  
If you have any question concerning this report, please contact the Academy’s Fiscal Officer, C. David 
Massa of Massa Financial Solutions, LLC, 2255 Kimberly Parkway E., Columbus, Ohio 43232. 
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                                                    COLUMBUS ARTS & TECHNOLOGY ACADEMY - FRANKLIN COUNTY, OHIO 
  

Statement of Net Position 
At June 30, 2018 

 

                      

Assets:
Current Assets:
    Cash and Cash Equivalents 125,772$          
    Accounts Receivable 28,244              
    Intergovernmental Receivable 8,885
    Prepaid Expense 30,504
      Total Current Assets 193,405

Noncurrent Assets:
  Capital Assets, net of Accumulated Depreciation 13,122

13,122

Total Assets 206,527            

Deferred Outflows of Resources:
    Pension 1,783,962         
    OPEB 112,091            

Total Deferred Outflows of Resources 1,896,053         

Liabilities:
Current Liabilities:
    Accounts Payable, Trade 130,793            
    Accounts Payable, Related Party 1,858,756         
    Accrued Expenses 18,025              
    Advances Payable 825,900            
    Current Portion of Long Term Debt 164,237            
       Total Current Liabilities 2,997,711         

Noncurrent Liabilities:
  Net Pension Liability 4,359,877
  Net OPEB Liability 989,808
  Noncurrent Portion of Long-term Debt 3,404,246         
    Total Noncurrent Liabilities 8,753,931

       Total Liabilities 11,751,642

Deferred Inflows of Resources:
    Pension 871,234            
    OPEB 164,024            

Total Deferred Inflows of Resources 1,035,258         

Net Position:
  Invested in Capital Assets 13,122
  Unrestricted Net Position (10,697,442)
  Total Net Position (10,684,320)$   

See Accompanying Notes to the Basic Financial Statements  
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COLUMBUS ARTS & TECHNOLOGY ACADEMY-FRANKLIN COUNTY, OHIO 
 

Statement of Revenues, 
Expenses and Changes in Net Position 

For the Fiscal Year Ended June 30, 2018 
 

Operating Revenues:
  State Aid 4,325,452$       
  Miscellaneous 54,731
    Total Operating Revenues 4,380,183

Operating Expenses:
  Purchased Services 2,638,099
  Depreciation 32,839
  Supplies 187,794
  Other Operating Expenses 54,590
    Total Operating Expenses 2,913,322

      Operating Income 1,466,861

Non-Operating Revenues and (Expenses):
  Federal and State Restricted Grants 907,611
  Debt Forgiveness 125,000            
  Interest Expense (394,254)           
    Net Nonoperating Revenues and (Expenses) 638,357

Change in Net Position 2,105,218         
Net Position Beginning of Year, Restated (12,789,538)     
Net Position End of Year (10,684,320)$   

See Accompanying Notes to the Basic Financial Statements
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COLUMBUS ARTS & TECHNOLOGY ACADEMY – FRANKLIN COUNTY, OHIO  
  

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2018 

 

CASH FLOWS FROM OPERATING ACTIVITIES
State Aid Receipts 4,335,833$            
Other Operating Receipts 54,731                    
Cash Payments to Suppliers for Goods and Services (4,524,070)             

Net Cash Used For Operating Activities (133,506)                

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Charter School Capital Advances 2,984,000              
Charter School Capital Redemptions (3,222,100)             
Charter School Capital Cost of Funding (148,564)                
Note Payable Principal Payments (263,106)                
Note Payable Interest Payments (245,691)                
Federal and State Grant Receipts 956,630                  

Net Cash Provided By Noncapital Financing Activities 61,169                    

Net Decrease in Cash and Cash Equivalents (72,337)                   

Cash and Cash Equivalents - Beginning of the Year 198,109                  
Cash and Cash Equivalents - Ending of the Year 125,772$               

See Accompanying Notes to the Basic Financial Statement.

 
 
 

 
 
 
 
 
 
 
 
 
 
 
 

(Continued) 
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COLUMBUS ARTS & TECHNOLOGY ACADEMY – FRANKLIN COUNTY, OHIO  

 
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2018 
(Continued) 

Reconciliation of Operating Income to Net Cash Used For Operating Activities
Operating Income 1,466,861$            

Adjustments to Reconcile Operating Income to Net Cash Used For Operating Activities

Depreciation 32,839                    

Changes in Assets, Liabilities, and Deferred Inflows and Outflows:
(Increase)/ Decrease in Receivables 30,132                    
(Increase)/ Decrease in Deferred Outflows (613,441)                
Increase/ (Decrease) in Deferred Inflows 12,032                    
Increase/ (Decrease) in Net Pension/OPEB Liability (1,505,359)             
(Increase)/ Decrease in Prepaid Expense (18,471)                   
Increase in Accounts Payable, Trade (34,261)                   
Increase in Accounts Payable, Related Party 543,082                  
Increase/(Decrease) in Accrued Expense (46,920)                   

Net Cash Used For Operating Activities (133,506)$              

 
 
Non-Cash Transaction:  Under the terms of the note payable with Tatonka Capital, the Academy 
received $125,000 in debt forgiveness related to timely payments of principal and interest during the 
fiscal year 2018. 
 
 
See Accompanying Notes to the Basic Financial Statement. 
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NOTE 1 – DESCRIPTION OF THE ACADEMY 
 
The Columbus Arts & Technology Academy (the “Academy”) is a nonprofit corporation established 
pursuant to Ohio Revised Code Chapters 3314. The Academy offers education for Ohio children in grades 
K-8.  The Academy is independent of any school district and is nonsectarian in its programs, admission 
policies, employment practices, and all other operations. The Academy may lease or acquire facilities as 
needed and contract for any services necessary for the operation of the Academy.  The Academy is a 
federally recognized 501(c)(3) nonprofit corporation established pursuant to Ohio Revised Code Chapter 
1702. 
 
The Academy was originally approved for operation under a contract with the Ohio Council of Community 
Schools (the Sponsor) for a period of four academic years commencing after July 1, 2004 and ending June 
30, 2008.  Subsequently the contract was extended for an additional ten years through June 30, 2018. 
Another five year extension through 2023 has been subsequently renewed. The Sponsor is responsible 
for evaluating the performance of the Academy and has the authority to deny renewal of the contract at 
its expiration or terminate the contract prior to its expiration.    
 
Ohio Revised Code Section 3314.02(E) states in part that the Academy operate under the direction of a 
Governing Board that consists of not less than five individuals who are not owners or employees, or 
immediate relatives or owners or employees of any for-profit firm that operates or manages an academy 
for the Governing Board.  The Board is responsible for carrying out the provisions of the contract that 
include, but are not limited to, state-mandated provision regarding student population, curriculum, 
academic goals, performance standards, admission standards, and qualification of teachers. The 
Academy’s Governing Board also serves as the Board for Cornerstone Academy. 
 
The Academy contracts with Accel Schools for management services including management of personnel 
and human resources, the program of instruction, marketing data management, purchasing, strategic 
planning, public relations, financial reporting, recruiting, compliance issues, budgets, contracts and 
equipment and facilities.  
 
NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNT POLICIES 
 
The financial statements of the Academy have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards 
Board (GASB) is the accepted standard-setting body for establishing governmental accounting and 
financial reporting principles. The more significant of the Academy’s accounting policies are described 
below. 
 
Basis of Presentation - The Academy’s basic financial statements consist of a statement of net position; a 
statement of revenues, expenses, and changes in net position; and a statement of cash flows. The 
Academy uses a single enterprise presentation for its financial records.  Enterprise reporting focuses on 
the determination of operating income, changes in net position, financial position, and cash flows.   
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNT POLICIES (continued) 
 
Measurement Focus -The enterprise activity is accounted for using a flow of economic resources 
measurement focus. All assets and deferred outflows of resources and liabilities and deferred inflows of 
resources associated with the operation of the Academy are included on the statement of net position.  
The statement of revenues, expenses, and changes in net position presents increases (e.g. revenues) and
decreases (e.g. expenses) in net position.  The statement of cash flows reflects how the Academy finances 
meet its cash flow needs.  
 
Basis of Accounting - Basis of accounting determines when transactions are recorded in the financial 
records and reported on the financial statements. The Academy’s financial statements are prepared using 
the accrual basis of accounting. Revenue resulting from exchange transactions, in which each party gives 
and receives essentially equal value, is recorded on the accrual basis when the exchange takes place.  
Revenue resulting from nonexchange transactions, in which Academy receives value without directly 
giving equal value in return, such as grants and entitlements, are recognized in the period in which all 
eligibility requirements have been satisfied. Eligibility requirements include timing requirements, which 
specify the period when the resources are required to be used or the period when use is first permitted, 
matching requirements, in which the Academy must provide local resources to be used for a specified 
purpose, and expenditure requirements, in which the resources are provided to the Academy on a 
reimbursement basis.  Expenses are recognized at the time they are incurred. 
  
Budgetary Process - Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C). However, unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter 5705, unless specifically provided in the contract between the School and its Sponsor. The 
contract between the School and its Sponsor does not require the School to follow the provisions Ohio 
Revised Code Chapter 5705; therefore, no budgetary information is presented in the basic financial 
statements. 
 
Cash and Cash Equivalents - Cash received by the Academy is reflected as “Cash and Cash Equivalents” 
on the statement of net position.  The Academy had no investments during the fiscal year ended June 30, 
2018. 
 
Prepaid Items - The Academy records payments made to vendors for services that will benefit periods 
beyond June 30, 2018, as prepaid items using the consumption method.  A current asset for the prepaid 
amount is recorded at the time of the purchase and an expense is reported in the year in which services 
are consumed. 
 
Capital Assets - The Academy’s capital assets during fiscal year 2018 consisted of leasehold 
improvements, furniture and equipment, computers and software.  All capital assets are capitalized at 
cost and updated for additions and retirements during the fiscal year.  Donated capital assets are recorded 
at their acquisition values as of the date received. The Academy maintains a capitalization threshold of 
one thousand five hundred dollars. The Academy does not have any infrastructure.  Leasehold 
improvements are capitalized.  The costs of normal maintenance and repairs that do not add to the value 
of the asset or materially extend an asset’s life are not capitalized.   
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNT POLICIES (continued) 
 
All capital assets are depreciated. Depreciation is computed using the straight-line method over the 
following useful lives:   

   

Description Useful Lives

Computers & Software 5 years

Furniture & Equipment 5-20 years

Leasehold Improvements Remaining life of lease

 
 
Net Position - Net position represents the difference between assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources.  Net position is reported as restricted when there are 
limitations imposed on their use either through the enabling legislation adopted by the Academy or 
through external restrictions imposed by creditors, grantors, or laws or regulations of other governments.  
The Academy applies restricted resources first when an expense is incurred for purposes for which both 
restricted and unrestricted net position is available. At June 30, 2018, there was no enabling legislation 
setting any limitations on the use of Academy resources. Investment in capital assets is equal to capital 
assets net of accumulated depreciation. 
 
Operating Revenues and Expenses - Operating revenues are those revenues that are generated directly 
from the primary activity of the Academy.  Operating expenses are necessary costs incurred to provide 
the service that is the primary activity of the Academy.  All revenues and expenses not meeting this 
definition are reported as non-operating. 
 
Deferred Inflows and Deferred Outflows of Resources - In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of resources represent a consumption of net position that applies to a future period and will not be 
recognized as an outflow of resources (expense/expenditure) until then.  For the Academy, deferred 
outflows of resources are reported on the statement of net position for pension and OPEB.  The deferred 
outflows of resources related to pension and OPEB plans are explained in Notes 10 and 11.  
  
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. For the Academy, deferred inflows of resources include 
pension and OPEB. These amounts are deferred and recognized as an inflow of resources in the period 
the amounts become available.  Deferred inflows of resources related to pension and OPEB plans are 
reported on the statement of net position. (See Note 10 and 11)  
 
Pensions/Other Postemployment Benefits (OPEB) – For purposes of measuring the net pension/OPEB 
liability, deferred outflows of resources and deferred inflows of resources related to pensions/OPEB, and 
pension/OPEB expense, information about the fiduciary net position of the pension/OPEB plans and 
additions to/deductions from their fiduciary net position have been determined on the same basis as they 
are reported by the pension/OPEB plan.  For this purpose, benefit payments (including refunds of 
employee contributions) are recognized when due and payable in accordance with the benefit terms.  The 
pension/OPEB plans report investments at fair value.
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNT POLICIES (continued) 
 
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from those estimates.  
 
NOTE 3 - CASH AND CASH EQUIVALENTS 
 
The following information classifies deposits by category of risk as defined in GASB Statement No.3 
“Deposits with Financial Institutions, Investments (including Repurchase Agreements) and Reverse 
Repurchase Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk 
Disclosures”. 
 
The Academy maintains its cash balances at Huntington Bank in Ohio. The balances are insured by the 
Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account. At June 30, 2018, 
the book amount of the Academy’s deposits was $125,772 and the bank balance was $187,367. 
 
NOTE 4 – RECEIVABLES 
 
At June 30, 2018, the Academy had intergovernmental receivables of $8,885. These receivables represent 
monies due from Title I and Title IIA, which was not received as of June 30, 2018. In addition, the Academy 
had accounts receivables in the amount of $28,244. These receivables represent monies for shared 
employee expense, which was not received as of June 30, 2018. The receivables are expected to be 
collected within one year.  
 
NOTE 5 – CAPITAL ASSETS 
 
Capital asset activity for the fiscal year ended June 30, 2018, was as follows: 
 

 

Balance Balance

06/30/17 Additions Deletions 06/30/18

Capital Assets:

Computers & Software 375,008$      -$                 -$               375,008$       

Furniture & Equipment 88,776         -                  -                88,776           

Leasehold Improvements 68,089         -                  -                68,089           

Total Capital Assets 531,873        -               -             531,873         

Less Accumulated Depreciation:

Computers & Software (345,267)       (22,154)         -                (367,421)        

Furniture & Equipment (74,364)        (8,877)          -                (83,241)          

Leasehold Improvements (66,281)        (1,808)          -                (68,089)          

Total Accumulated Depreciation (485,912)       (32,839)           -             (518,751)        

Total Capital Assets, Net 45,961$        (32,839)$       -$           13,122$         

Attachment 26: Audited Financial Statements Page 1763



COLUMBUS ARTS & TECHNOLOGY ACADEMY - FRANKLIN COUNTY, OHIO 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS  
FOR THE FISCAL YEAR ENDED JUNE 30, 2018 
 

20 
 

NOTE 6 – ADVANCES PAYABLE 
 
During the fiscal year ending 2018, the Academy received working capital advances from Charter School 
Capital through a receivables purchase agreement. As the Academy receives its monthly State funding, 
these advances are repaid, however, the Academy may elect to receive future advances from Charter 
School Capital by entering into additional agreements.  The total cost of funding for the year was 
$148,564. 
 
A summary of short-term obligations for the Academy at June 30, 2018, is as follows: 
 

 
NOTE 7 – LONG-TERM OBLIGATIONS 
 
Changes in the Academy’s long-term obligations during fiscal year 2018 were as follows: 

In fiscal year 2015, the Academy restructured its long-term obligations and accounts payable-related party 
held by Mosaica Education, Inc. to Tatonka Capital Corporation, due to a court ordered receivership 
between Tatonka Capital Corporation and Mosaica Education, Inc. On December 15, 2014 the Academy 
executed a 7% $5,146,067 promissory note payable to Tatonka Capital Corporation. The note matures on 
December 15, 2027. Principal totaled $263,106, while interest totaled $245,691 during the year. In 
addition, $125,000 of discounts for timely payments were applied to the loan in December 2017. 
 
 
 
 
 
 
 
 
 

Balance 

6/30/2017 Additions Reductions

Balance 

6/30/2018

Charter School Capital 1,064,000$     2,984,000$     (3,222,100)$   825,900$        

Restated Balance 

6/30/2017 Additions Reductions

Balance 

6/30/2018

Due Within 

One Year

Net Pension/OPEB  Liabilities:

Net Pension Liability 5,639,383$         -$              (1,279,506)$    4,359,877$       -$           

Net OPEB Liability 1,215,661           -               (225,853)        989,808           -             

Total Net Pension Liability 6,855,044           -                (1,505,359)     5,349,685         -             

Tatonka - Notes Payable 3,956,589           -               (388,106)        3,568,483         164,237      

Total Long-Term Obligations 10,811,633$       -$              (1,893,465)$    8,918,168$       164,237$    
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NOTE 7 – LONG-TERM OBLIGATIONS (continued) 
 
In June 2018, the note with Tatonka Capital Corporation was restructured to assist the Academy with cash 
flow.   As a result, the monthly payments were reduced by $12,500 to $33,754 per month for a period of 
three years. The updated schedule of the future minimum payments required under the Tatonka 
promissory notes as of June 30, 2018 is as follows: 
 

Year Ending June 30: Tatonka Note
2019 405,048$        
2020 405,048           
2021 405,048           
2022 555,052           
2023 555,052           

2024-2028 2,770,143       
Total Future Minimum Payments 5,095,391       
Less: Amount Representing Interest (1,526,908)     
Present Value of Future Minimum Lease Payments 3,568,483$     

 
NOTE 8 – RISK MANAGEMENT 
 
The Academy is exposed to various risks of loss related to: torts, theft of, damage to, and destruction of 
assets, errors and omissions, injuries to employees, and natural disasters.  During fiscal year 2018, the 
Academy contracted with Pashley Insurance Agency to provide insurance coverage with the Hartford 
Casualty Insurance Company.  
 

General Liability:  
Each Occurrence $   1,000,000 
Aggregate Limit $   2,000,000 
Products-Completed Operations Aggregate 
Limit 

$   2,000,000 

Medical Expense Limit – Any One 
Person/Occurrence 

$        15,000 

Damage to Rented Premises-Each 
Occurrence 

$      500,000 

Personal and Advertising Injury $   1,000,000 
Automotive Liability:  

Combined Single Limit $   1,000,000 
Building 3 $      118,000 
Business Personal Property $      300,000 
Excess/Umbrella Liability:  

Each Occurrence $   5,000,000 

Aggregate Limit $   5,000,000 

 
Settled claims have not exceeded this commercial coverage in any prior three years and there have been 
no significant reductions in insurance coverage from the prior year.
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NOTE 9 – PURCHASED SERVICES 
 
For the period July 1, 2017 through June 30, 2018, purchased service expenses were as follows:  

 
Purchased Services            Amount

Personnel Services $496,661

Professional Services 813,659

Property Services 866,202

Utilities 88,320

Travel & Meetings 6,348

Communications 30,347

Contractual Trade 334,042

Pupil Transportation 2,520

Total $2,638,099
  

The amount above is net of negative pension/OPEB expense included in Notes 10 and 11. 
 
NOTE 10 – DEFINED BENEFIT PENSION PLANS 
  
Net Pension Liability 
 
The net pension liability reported on the Statement of Net Position represents a liability to employees for 
pensions. Pensions are a component of exchange transactions-–between an employer and its 
employees—of salaries and benefits for employee services.  Pensions are provided to an employee—on a 
deferred-payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for pensions is a present obligation 
because it was created as a result of employment exchanges that already have occurred. 
 
The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   
 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which pensions are financed; however, the 
Academy does receive the benefit of employees’ services in exchange for compensation including 
pension.  
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State legislature.  Any resulting legislative change to benefits or funding could 
significantly affect the net pension liability.   Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable.
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability 
on the accrual basis of accounting.  Any liability for the contractually-required pension contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   
 
Plan Description - School Employees Retirement System (SERS) 
 
Plan Description –Academy non-teaching employees participate in SERS, a cost-sharing, multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability, and 
survivor benefits, annual cost-of-living adjustments, and death benefits to plan members and 
beneficiaries.   
 

Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  SERS issues a 
publicly available, stand-alone financial report that includes financial statements, required supplementary 
information, and detailed information about SERS’ fiduciary net position.  That report can be obtained by 
visiting the SERS website at www.ohsers.org under Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 
 

Eligible to Eligible to
Retire on or before Retire on or after
August 1, 2017 * August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 65 with 5 years of service credit Age 57 with 30 years of service credit

Actuarially Reduced Benefits Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Age 55 with 25 years of service credit Age 60 with 25 years of service credit

* Members with 25 years of service credit as of August 1, 2017, will be included in this plan.  
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on years of service; 2.2 percent for the first thirty years of service and 2.5 percent for years 
of service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
When a benefit recipient has received benefits for 12 months, an annual COLA is provided. This COLA is 
calculated on the base retirement benefit at the date of retirement and is not compounded. For those 
retiring prior to January 7, 2013, the COLA will continue to be a three percent simple annual COLA. For 
those retiring after January 7, 2013, beginning in calendar year 2019, the COLA will be based on the 
average percentage increase in the Consumer Price Index, capped at three percent. 
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the Academy is required to contribute 14 percent of annual covered payroll. The contribution 
requirements of plan members and employers are established and may be amended by the SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent for 
employers.  The Retirement Board, acting with the advice of the actuary, allocates the employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B 
Fund, and Health Care Fund).  For the fiscal year ended June 30, 2018, the allocation to pension, death 
benefits, and Medicare B was 14.00 percent. SERS allocated 0.5 percent of employer contributions to the 
Health Care Fund for fiscal year 2018 
 
The Academy’s contractually required contribution to SERS was $72,257 for fiscal year 2018.    
 

Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description –Academy licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing, multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information, and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan, and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 
3307.  The DB plan offers an annual retirement allowance based on final average salary multiplied by a 
percentage that varies based on years of service.  Effective August 1, 2015, the calculation will be 2.2 
percent of final average salary for the five highest years of earnings multiplied by all years of service. 
Members are eligible to retire at age 60 with five years of qualifying service credit, or age 55 with 26 years 
of service, or 31 years of service regardless of age.  Age and service requirements for retirement will 
increase effective August 1, 2015, and will continue to increase periodically until they reach age 60 with 
35 years of service or age 65 with five years of service on August 1, 2026. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination 
of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
The Combined Plan offers features of both the DB Plan and the DC Plan.  In the Combined Plan, 12.0 of 
the 14.0 percent member rates goes to the DC Plan and the remaining 2.0 percent goes to the DB plan. 
Member contributions to the DC plan are allocated among investment choices by the member, and 
contributions to the DB plan from the employer and the member are used to fund the defined benefit 
payment at a reduced level from the regular DB Plan.  The defined benefit portion of the Combined Plan 
payment is payable to a member on or after age 60 with five years of services.  The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity 
after termination of employment at age 50 or later.  
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another STRS plan.  The optional annuitization of a member’s defined contribution account or the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of investment gain or loss on the account.  STRS has therefore included all three plan 
options in the GASB 68 schedules of employer allocation and pension amounts by employer.  
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit that apply for disability benefits.  Members in the DC Plan who 
become disabled are entitled only to their account balance.  If a member of the DC Plan dies before 
retirement benefits begin, the member’s designated beneficiary is entitled to receive the member’s 
account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2018, plan members were required to contribute 14 percent of their annual covered salary. The 
Academy was required to contribute 14 percent; the entire 14 percent was the portion used to fund 
pension obligations. The fiscal year 2018 contribution rates were equal to the statutory maximum rates.  
 
The Academy’s contractually required contributions to STRS was $216,022 for fiscal year 2018.  
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions  

The net pension liability was measured as of June 30, 2017, and the total pension liability used to calculate 
the net pension liability was determined by an actuarial valuation as of that date. The Academy's 
proportion of the net pension liability was based on the Academy's share of contributions to the pension 
plan relative to the contributions of all participating entities.   
 
Following is information related to the proportionate share and pension expense: 
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 

SERS STRS Total
Proportion of the Net Pension Liability
  Prior Measurement Date 0.01839840% 0.01282463%
Proportion of the Net Pension Liability
  Current Measurement Date 0.01600000% 0.01432912%

Change in Proportionate Share -0.00239840% 0.00150449%

Proportionate Share of the Net Pension
  Liability $955,964 $3,403,913 4,359,877$         
Pension Expense ($447,637) ($1,207,367) ($1,655,004)  

 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, changes in assumptions and changes in the Academy’s proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods.  
 
The difference between projected and actual investment earnings is recognized in pension expense using 
a straight line method over a five year period beginning in the current year.  Deferred outflows and 
deferred inflows resulting from changes in sources other than differences between projected and actual 
investment earnings are amortized over the average expected remaining service lives of all members 
(both active and inactive) using the straight line method. Employer contributions to the pension plan 
subsequent to the measurement date are also required to be reported as a deferred outflow of resources 
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
At June 30, 2018, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  

 

SERS STRS Total

Deferred Outflows of Resources
Differences between expected and

  actual experience 41,142$            131,443$          172,585$          

Changes of assumptions 49,433              744,474            793,907            

Changes in proportion and differences

    between contributions and proportionate

    share of contributions -                     529,191            529,191            

Academy contributions subsequent to the 

  measurement date 72,257              216,022            288,279            

Total Deferred Outflows of Resources 162,832$          1,621,130$       1,783,962$       

Deferred Inflows of Resources
Differences between expected and

  actual experience -$                  27,434$            27,434$            

Net difference between projected and

  actual earnings on pension plan investments 4,540                 112,335            116,875            

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 650,363            76,562              726,925            

Total Deferred Inflows of Resources 654,903$          216,331$          871,234$          
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
$288,279 reported as deferred outflows of resources related to pension resulting from Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the year ending June 30, 2019.  Other amounts reported as deferred outflows of resources and 
deferred inflows of resources related to pension will be recognized in pension expense as follows:  

 

 
Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment termination).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point.  The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant.  In many cases actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
 
 
 
 
 
 

SERS STRS Total

Fiscal Year Ending June 30:

2019 (374,892)$            261,888$              (113,004)$            

2020 (150,421)              414,697                264,276               

2021 (16,731)                364,439                347,708               

2022 (22,284)                147,753                125,469               

Total (564,328)$            1,188,777$           624,449$             
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2017, are presented below: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
COLA  or Ad Hoc COLA 2.5 percent
Investment Rate of Return 7.50 percent net of investments expense, including inflation
Actuarial Cost Method Entry Age Normal

 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection and a five year age set-back for both males and females.  Mortality among 
service retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection with Scale BB, 120 percent of male rates and 110 percent of female rates.  
Mortality among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 percent 
for male rates and 100 percent for female rates, set back five years is used for the period after disability 
retirement.  
 
The actuarial assumptions used in the June 30, 2017 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, payroll 
growth assumption and assumed real wage growth were reduced in the most recent actuarial valuation.  
The rates of withdrawal, retirement and disability updated to reflect recent experience and mortality rates 
were also updated. 
 
The long-term return expectation for the Pension Plan Investments has been determined using a building-
block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  A 
forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating a weighted averaged of the expected 
real return premiums for each asset class, adding the projected inflation rate, and adding the expected 
return from rebalancing uncorrelated asset classes. 
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
The target allocation and best estimates of arithmetic real rates of return for each major assets class are 
summarized in the following table: 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
International Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Stratagies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return 

 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute.  Projected inflows from investment earning were calculated using the long-term assumed 
investment rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of 
projected benefits to determine the total pension liability.   
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the net pension liability calculated using the discount rate of 7.50 percent, as 
well as what each plan’s net pension liability would be if it were calculated using a discount rate that is 
one percentage point lower (6.50 percent), or one percentage point higher (8.50 percent) than the current 
rate.  

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

Academy's proportionate share

  of the net pension liability $1,326,631 $955,964 $645,456

 
 

Attachment 26: Audited Financial Statements Page 1774



COLUMBUS ARTS & TECHNOLOGY ACADEMY - FRANKLIN COUNTY, OHIO 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS  
FOR THE FISCAL YEAR ENDED JUNE 30, 2018 
 

31 
 

NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – STRS  

The total pension liability in the June 30, 2017, actuarial valuation was determined using the following 
actuarial assumptions, applied to all periods included in the measurement:  
                    
Inflation 2.50 percent
Projected salary increases 2.50 percent at age 65 to 12.50 percent at age 20
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Cost-of-Living Adjustments 2 percent simple applied as follows:  for members retiring before
  (COLA) August 1, 2013, 2 percent per year; for members retiring August 1, 2013,

 or later, 2 percent COLA paid on fifth anniversary of retirement date.  
 
Post-retirement mortality rates for healthy retirees are based on the RP-2014 Annuitant Mortality Table 
with 50% of rates through age 69, 70% of rates between ages 70 and 79, 90% of rates between ages 80 
and 84, and 100% of rates thereafter, projected forward generationally using mortality improvement scale 
MP-2016.  Post-retirement disabled mortality rates are based on the RP-2014 Disabled Mortality Table 
with 90% of rates for males and 100% of rates for females, projected forward generationally using 
mortality improvement scale MP-2016.  Pre-retirement mortality rates are based on RP-2014 Employee 
Mortality Table, projected forward generationally using mortality improvement scale MP-2016.Actuarial 
assumptions used in the June 30, 2016, valuation are based on the results of an actuarial experience study, 
effective July 1, 2012. 
 
The 10 year expected real rate of return on pension plan investments was determined by STRS’ investment 
consultant by developing best estimates of expected future real rates of return for each major asset class.  
The target allocation and best estimates of geometric real rates of return for each major asset class are 
summarized as follows:  
 

Target
Asset Class Allocation*

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 % 7.61 %

Long-Term Expected
Real Rate of Return **

 
 
*The target allocation percentage is effective as of July 1, 2017. Target weights will be phased in over a 24-month 
period concluding on July 1, 2019. 
 
** 10-Year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25% and 
does not include investment expenses. Over a 30-year period, STRS Ohio’s investment consultant indicates that the 
above target allocations should generate a return above the actuarial rate of return, without net value added by 
management.  
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2017. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate increases 
described above. For this purpose, only employer contributions that are intended to fund benefits of 
current plan members and their beneficiaries are included.  Projected employer contributions that are 
intended to fund the service costs of future plan members and their beneficiaries, as well as projected 
contributions from future plan members, are not included.   
 
Based on those assumptions, STRS’ fiduciary net position was projected to be available to make all 
projected future benefit payments to current plan members as of June 30, 2017.  Therefore, the long-
term expected rate of return on pension plan investments of 7.45 percent was applied to all periods of 
projected benefit payment to determine the total pension liability as of June 30, 2017. 
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the Academy's proportionate share of the net pension liability 
calculated using the current period discount rate assumption of 7.45 percent, as well as what the 
Academy's proportionate share of the net pension liability would be if it were calculated using a discount 
rate that is one-percentage-point lower (6.45 percent) or one-percentage-point higher (8.45 percent) than 
the current rate:  
 

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share

  of the net pension liability $4,879,394 $3,403,913 $2,161,042

 
 
Assumption Changes since the Prior Measurement Date 
The Retirement Board approved several changes to the actuarial assumptions in 2017. The long term 
expected rate of return was reduced from 7.75 percent to 7.45 percent, the inflation assumption was 
lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered to 3.00 percent, 
and total salary increases rate was lowered by decreasing the merit component of the individual salary 
increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy and disabled 
mortality assumptions were updated to the RP-2014 mortality tables with generational improvement 
scale MP-2016. Rates of retirement, termination and disability were modified to better reflect anticipated 
future experience. 
 
Benefit Term Changes Since the Prior Measurement Date 
Effective July 1, 2017, the COLA was reduced to zero.  
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NOTE 11 – POSTEMPLOYMENT BENEFITS 
 
Net OPEB Liability 

 
The net OPEB liability reported on the statement of net position represents a liability to employees for 
OPEB. OPEB is a component of exchange transactions-–between an employer and its employees—of 
salaries and benefits for employee services.  OPEB are provided to an employee—on a deferred-payment 
basis—as part of the total compensation package offered by an employer for employee services each 
financial period.  The obligation to sacrifice resources for OPEB is a present obligation because it was 
created as a result of employment exchanges that already have occurred. 

 
The net OPEB liability represents the Academy’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB liability calculation is dependent on critical long-term 
variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting these estimates annually.   
 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which OPEB are financed; however, the Academy 
does receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the liability is solely the obligation of the employer, because they benefit from employee 
services.  OPEB contributions come from these employers and health care plan enrollees which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
to benefits or funding could significantly affect the net OPEB liability. Resulting adjustments to the net 
OPEB liability would be effective when the changes are legally enforceable. The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB liability 
on the accrual basis of accounting.  Any liability for the contractually-required OPEB contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   
 
Plan Description - School Employees Retirement System (SERS) 
 
Health Care Plan Description - The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a 
cost-sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the death of a member or retiree, are eligible for SERS’ health care coverage. Most retirees and 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self-insured preferred provider 
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued)  
 
organization for its non-Medicare retiree population. For both groups, SERS offers a self-insured 
prescription drug program. Health care is a benefit that is permitted, not mandated, by statute.  The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the 
plan selected, qualified years of service, Medicare eligibility, and retirement status.    
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required pensions and benefits, the 
Retirement Board may allocate the remainder of the employer contribution of 14 percent of covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2018, .5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected  
for employees earning less than an actuarially determined minimum compensation amount, pro-rated if 
less than a full year of service credit was earned. For fiscal year 2018, this amount was $23,700. Statutes 
provide that no employer shall pay a health care surcharge greater than 2 percent of that employer’s 
SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the total statewide 
SERS-covered payroll for the health care surcharge.  For fiscal year 2018, the Academy’s surcharge 
obligation was $8,176.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund.  
 
The Academy’s contractually required contribution to SERS was $10,852 for fiscal year 2018. 
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part 
B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the 
report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227-7877. 
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued)  
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed 
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees, for the most recent year, pay a portion of the health care costs in the form of a monthly 
premium.  Under Ohio law, funding for post-employment health care may be deducted from employer 
contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2018, STRS did 
not allocate any employer contributions to post-employment health care.   
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB  
 
The net OPEB liability was measured as of June 30, 2017, and the total OPEB liability used to calculate the 
net OPEB liability was determined by an actuarial valuation as of that date. The Academy's proportion of 
the net OPEB liability was based on the Academy's share of contributions to the respective retirement 
systems relative to the contributions of all participating entities.  Following is information related to the 
proportionate share and OPEB expense: 

 

 
 
 
 
 
 
 
 

This space is intentionally left blank.

SERS STRS Total

Proportion of the Net OPEB Liability

  Prior Measurement Date 0.01858693% 0.01282463%

Proportion of the Net OPEB Liability

  Current Measurement Date 0.01605000% 0.01432912%

Change in Proportionate Share -0.00253693% 0.00150449%

Proportionate Share of the Net OPEB

  Liability 430,739$             559,069$             989,808$             

OPEB Expense 6,471                   (159,104)              (152,633)              
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued)  
 
At June 30, 2018, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  
 

 
 

SERS STRS Total

Deferred Outflows of Resources
Differences between expected and

  actual experience 0$                      32,273$            32,273$            

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 0                        68,966              68,966              

Academy contributions subsequent to the 

  measurement date 10,852              0                        10,852              

Total Deferred Outflows of Resources 10,852$            101,239$          112,091$          

Deferred Inflows of Resources
Changes of assumptions 40,875              45,035              85,910              

Net difference between projected and

  actual earnings on OPEB plan investments 1,138                 23,896              25,034              

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 53,080              0                        53,080              

Total Deferred Inflows of Resources 95,093$            68,931$            164,024$          
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued)  
 
$10,852 reported as deferred outflows of resources related to OPEB resulting from Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net OPEB 
liability in the year ending June 30, 2019.  Other amounts reported as deferred outflows of resources and 
deferred inflows of resources related to OPEB will be recognized in OPEB expense as follows:  

SERS STRS Total
Fiscal Year Ending June 30:

2019 ($34,326) $3,393 ($30,933)
2020 (34,326) 3,393 (30,933)
2021 (26,155) 3,393 (22,762)
2022 (286) 3,393 3,107
2023 0 9,367 9,367

Thereafter 0 9,369 9,369

Total ($95,093) $32,308 ($62,785)

 
 
Actuarial Assumptions - SERS 
 
The total OPEB liability is determined by SERS’ actuaries in accordance with GASB Statement No. 74, as 
part of their annual actuarial valuation for each retirement plan. Actuarial valuations of an ongoing plan 
involve estimates of the value of reported amounts (e.g., salaries, credited service) and assumptions about 
the probability of occurrence of events far into the future (e.g., mortality, disabilities, retirements, 
employment terminations). Actuarially determined amounts are subject to continual review and potential 
modifications, as actual results are compared with past expectations and new estimates are made about 
the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point. The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued)  
 
Key methods and assumptions used in calculating the total OPEB liability in the latest actuarial valuation 
date of June 30, 2017, are presented below: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investments

expense, including inflation
Municipal Bond Index Rate:
    Measurement Date 3.56 percent
    Prior Measurement Date 2.92 percent
Single Equivalent Interest Rate, net of plan investment expense,
 including price inflation
    Measurement Date 3.63 percent
    Prior Measurement Date 2.98 percent
Medical Trend Assumption
    Medicare 5.50 to 5.00 percent
    Pre-Medicare 7.50 to 5.00 percent  

 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The most recent experience study was completed for the five year period ended June 30, 2015.   
 
The long-term expected rate of return on plan assets is reviewed as part of the actuarial five-year 
experience study. The most recent study covers fiscal years 2010 through 2015, and was adopted by the 
Board on April 21, 2016. Several factors are considered in evaluating the long-term rate of return 
assumption including long-term historical data, estimates inherent in current market data, and a log-
normal distribution analysis in which best-estimate ranges of expected future real rates of return were 
developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long-term expected rate of return, 7.50 percent, by weighting the expected future real rates 
of return by the target asset allocation percentage and then adding expected inflation. The capital market 
assumptions developed by the investment consultant are intended for use over a 10-year horizon and 
may not be useful in setting the long-term rate of return for funding pension plans which covers a longer 
timeframe. The assumption is intended to be a long-term assumption and is not expected to change 
absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental 
change in the market that alters expected returns in future years. 
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued)  
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 
as used in the June 30, 2015 five-year experience study, are summarized as follows: 
 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return

 
 

Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2017 was 3.63 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2017 was 2.98 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be made 
from members and the System at the state statute contribution rate of 2.00 percent of projected covered 
employee payroll each year, which includes a 1.50 percent payroll surcharge and 0.50 percent of 
contributions from the basic benefits plan. Based on these assumptions, the OPEB plan’s fiduciary net 
position was projected to become insufficient to make future benefit payments during the fiscal year 
ending June 30, 2025. Therefore, the long-term expected rate of return on OPEB plan assets was used to 
present value the projected benefit payments through the fiscal year ending June 30, 2024 and the Fidelity 
General Obligation 20-year Municipal Bond Index rate of 3.56 percent, as of June 30, 2017 (i.e. municipal 
bond rate), was used to present value the projected benefit payments for the remaining years in the 
projection. The total present value of projected benefit payments from all years was then used to 
determine the single rate of return that was used as the discount rate. The projection of future benefit 
payments for all current plan members was until the benefit payments ran out. 
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued)  
 
Sensitivity of the Academy's Proportionate Share of the Net OPEB Liability to Changes in the Discount 
Rate and Changes in the Health Care Cost Trend Rates  
 
The net OPEB liability is sensitive to changes in the discount rate and the health care cost trend rate. The 
following table presents the net OPEB liability of SERS, what SERS' net OPEB liability would be if it were 
calculated using a discount rate that is 1 percentage point lower (2.63%) and higher (4.63%) than the 
current discount rate (3.63%). Also shown is what SERS' net OPEB liability would be based on health care 
cost trend rates that are 1 percentage point lower (6.5% decreasing to 4.0%) and higher (8.5% decreasing 
to 6.0%) than the current rate. 
  

Current
1% Decrease Discount Rate 1% Increase

(2.63%) (3.63%) (4.63%)
Academy's proportionate share
  of the net OPEB liability $520,173 $430,739 $359,886

 
 

Current
1% Decrease Trend Rate 1% Increase

(6.5 % decreasing (7.5 % decreasing (8.5 % decreasing
to 4.0 %) to 5.0 %) to 6.0 %)

Academy's proportionate share
  of the net OPEB liability $349,513 $430,739 $538,245  
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2017, actuarial valuation are presented below:   

 
Inflation 2.50 percent
Projected salary increases 12.50 percent at age 20 to 

 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment

 expenses, including inflation
Payroll Increases 3 percent
Cost-of-Living Adjustments 0.0 percent, effective July 1, 2017
  (COLA)
Blended Discount Rate of Return 4.13 percent
Health Care Cost Trends 6 to 11 percent initial, 4.5 percent ultimate  

 
Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued)  
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between 
ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality 
improvement scale MP-2016. For disabled retirees, mortality rates are based on the RP-2014 Disabled 
Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected forward 
generationally using mortality improvement scale MP-2016. 
 
Actuarial assumptions used in the June 30, 2017, valuation are based on the results of an actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 
Since the prior measurement date, the discount rate was increased from 3.26 percent to 4.13 percent 
based on the methodology defined under GASB Statement No. 74, Financial Reporting for 
Postemployment Benefit Plans Other Than Pension Plans (OPEB) and the long term expected rate of return 
was reduced from 7.75 percent to 7.45 percent. Valuation year per capita health care costs were updated, 
and the salary scale was modified. The percentage of future retirees electing each option was updated 
based on current data and the percentage of future disabled retirees and terminated vested participants 
electing health coverage were decreased. The assumed mortality, disability, retirement, withdrawal and 
future health care cost trend rates were modified along with the portion of rebated prescription drug 
costs. 
 
Also since the prior measurement date, the subsidy multiplier for non-Medicare benefit recipients was 
reduced from 2.1 percent to 1.9 percent per year of service. Medicare Part B premium reimbursements 
were discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 2019.  Subsequent to the current measurement 
date, the date for discontinuing remaining Medicare Part B premium reimbursements was extended to 
January 2020. 
 

Attachment 26: Audited Financial Statements Page 1785



COLUMBUS ARTS & TECHNOLOGY ACADEMY - FRANKLIN COUNTY, OHIO 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS  
FOR THE FISCAL YEAR ENDED JUNE 30, 2018 
 

42 
 

NOTE 11 – POSTEMPLOYMENT BENEFITS (continued)  
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
 

Target
Asset Class Allocation

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

* 10 year annualized geometric nominal returns, which  include the 
real rate of return and inflation of 2.25 percent and does not include 
investment expenses.  Over a 30-year period, STRS' investment
consultant indicates that the above target allocations should
generate a return above the actual rate of return, without net
value added by management.

Long-Term Expected
Rate of Return *

 
 

Discount Rate The discount rate used to measure the total OPEB liability was 4.13 percent as of June 30, 
2017. The projection of cash flows used to determine the discount rate assumes STRS Ohio continues to 
allocate no employer contributions to the health care fund. Based on these assumptions, the OPEB plan’s 
fiduciary net position was not projected to be sufficient to make all projected future benefit payments of 
current plan members. The OPEB plan’s fiduciary net position was projected to become insufficient to 
make future benefit payments during the fiscal year ending June 30, 2037.  Therefore, the long-term 
expected rate of return on OPEB plan assets was used to determine the present value of the projected 
benefit payments through the fiscal year ending June 30, 2036 and the Bond Buyer 20-year municipal 
bond rate of 3.58 percent as of June 30, 2017 (i.e. municipal bond rate), was used to determine the present 
value of the projected benefit payments for the remaining years in the projection.  The total present value 
of projected benefit payments from all years was then used to determine the single rate of return that 
was used as the discount rate. The blended discount rate of 4.13 percent, which represents the long-term 
expected rate of return of 7.45 percent for the funded benefit payments and the Bond Buyer 20-year 
municipal bond rate of 3.58 percent for the unfunded benefit payments, was used to measure the total 
OPEB liability as of June 30, 2017.  A blended discount rate of 3.26 percent which represents the long term 
expected rate of return of 7.75 percent for the funded benefit payments and the Bond Buyer 20-year 
municipal bond rate of 2.85 percent for the unfunded benefit payments was used to measure the total 
OPEB liability at June 30, 2016. 
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued)  
 
Sensitivity of the Academy’s Proportionate Share of the Net OPEB Liability to Changes in the Discount 
and Health Care Cost Trend Rate The following table represents the net OPEB liability as of June 30, 2017, 
calculated using the current period discount rate assumption of 4.13 percent, as well as what the net 
OPEB liability would be if it were calculated using a discount rate that is one percentage point lower (3.13 
percent) or one percentage point higher (5.13 percent) than the current assumption. Also shown is the 
net OPEB liability as if it were calculated using health care cost trend rates that are one percentage point 
lower or one percentage point higher than the current health care cost trend rates. 
 

Current
1% Decrease Discount Rate 1% Increase

(3.13%) (4.13%) (5.13%)
Academy's proportionate share
  of the net OPEB liability $450,542 $559,069 $407,744

 
 
 

Current
1% Decrease Trend Rate 1% Increase

Academy's proportionate share
  of the net OPEB liability $388,417 $559,069 $783,667

 
 
NOTE 12 - CONTINGENCIES 
 
Grants - The Academy received financial assistance from federal and state agencies in the form of grants.  
The disbursement of funds received under these programs generally requires compliance with terms and 
conditions specified in the grant agreements and are subject to audit by the grantor agencies.  Any 
disallowed claims resulting from such audits could become a liability of the Academy.  However, in the 
opinion of management, any such disallowed claims will not have a material adverse effect on the overall 
financial position of the Academy at June 30, 2018. 
 
Litigation - There are currently no matters in litigation with the Academy as defendant. 
 
Full-Time Equivalency - Academy foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  
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NOTE 12 – CONTINGENCIES (continued) 
 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE did not perform such a review on the Academy for fiscal year 2018.  
 
As of the date of this report, additional ODE adjustments for fiscal year 2018 are not finalized.  As a result, 
the impact of future FTE adjustments on the fiscal year 2018 financial statements is not determinable, at 
this time. Management believes this may result in either an additional receivable to, or a liability of, the 
Academy. 
 
In addition, the Academy’s contracts with their Sponsor and Management Company require payment 
based on revenues received from the State.  As discussed above, additional FTE adjustments for fiscal year 
2018 are not finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 2018 
financial statements, related to additional reconciliation necessary with these contracts, is not 
determinable.  Management believes this may result in either an additional receivable to, or liability of, 
the Academy.   
 
NOTE 13 – BUILDING LEASES 
 
On July 30, 2014, the Academy entered into a lease with Spirit Master Funding II, LLC, for an initial term 
of 10 years. Initial base rent for fiscal 2015 was $802,000. The lease contains no adjustment agreement. 
Under the lease agreement, the Academy is responsible for paying all utilities, maintenance and repairs, 
and applicable property taxes. Rent payments totaled $802,000 in 2018. 
 
In June 2018, the lease with Spirit Master Funding II, LLC was restructured to assist the Academy with cash 
flow.   As a result, the monthly payments were reduced by $12,500 to $54,333 per month for a period of 
three years. The updated schedule of the future minimum payments required under the lease as of June 
30, 2018 is as follows:  
 
 
 
 
 
 
 
 
 
 
 
 

Fiscal Year Ending 
June 30  Amount 

2019   $          652,000  
2020             652,000  
2021             652,000  
2022             802,000  
2023             802,000  
2024             802,000               

Total minimum lease payments  $       4,362,000  
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NOTE 14 - SPONSOR 
 
The Academy was approved for operation under a contract with the Ohio Council of Community Schools 
(the Sponsor) through June 30, 2018. As part of this contract, the Sponsor is entitled to a maximum of 2% 
of foundation revenues. Total amount due and paid for fiscal year 2018 was $83,803. 
 
NOTE 15 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES 
 
The Academy entered into an agreement with Accel Schools, a management company, to provide legal, 
financial, and other management support services for fiscal year 2018. The agreement was for a period of 
five years beginning July 1, 2015. Management fees are calculated as 12.5% of the Academy’s State 
Revenue. The total amount due from the Academy for the fiscal year ending June 30, 2018 was $525,202 
and is included under “Purchased Services” on the Statement of Revenues, Expenses and Changes in Net 
Position. 
 
Also per the management agreement there are expenses that will be billed to the Academy based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of Accel employees working 
in at the Academy and other costs related to providing education and administrative services. The total 
amount billed to the Academy inclusive of management fees during fiscal year 2018 was $2,585,758. 
 
The following table is a summary of the management company expenses during fiscal year 2018: 
 

 
 
Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro-rated based on 
full time equivalent (FTE) head count as of June 30, 2018 by each school it manages.  
 
  

Columbus Arts and Technology Academy

Regular 
Instruction

(1100 Function 
Codes)

Special 
Instruction

(1200 Function 
Codes)

Support 
Services

(2000 Function 
Codes)

Non-Instructional 
(3000 through 
7000 Function 

Codes)

Total

Direct Expenses: 
Salaries & Wages (100 Object Codes) 1,485,083$     162,839$        390,162$        -$                     2,038,084$ 
Employees’ Benefits (200 Object Codes) 99,238            10,761            31,164            -                       141,163      
Professional & Technical Services (410 Object Codes) -                  -                  545,086          -                       545,086      
Property Services (420 Object Codes) -                  -                  2,142              -                       2,142          
Supplies (500 Object Codes) 11,208            -                  12,497            -                       23,705        
Other Direct Costs (All Other Object Codes) (2,867)             -                  6,637              -                       3,770          
Indirect Expenses: 
Overhead -                  -                  535,345          -                       535,345      
  
Total Expenses 1,592,662$     173,600$        1,523,033$     -$                     3,289,295$ 
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NOTE 16 – IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES AND RESTATEMENT OF NET 
POSITION 
 
For the fiscal year ended June 30, 2018, the Academy has implemented Governmental Accounting 
Standards Board (GASB) Statement No. 75, Accounting and Financial reporting for Postemployment 
Benefits other than Pensions, GASB Statement No. 81, Irrevocable Split-Interest Agreements, GASB 
Statement No. 85, Omnibus 2017 and GASB Statement No. 86, Certain Debt Extinguishments. 
 
GASB Statement No. 75 requires recognition of the entire net postemployment benefits other than 
pensions (other postemployment benefits or OPEB) liability and a more comprehensive measure of 
postemployment benefits expense for OPEB provided to the employees of state and local governmental 
employers through OPEB plans that are administered through trusts or equivalent arrangements. The 
implementation of GASB Statement No. 75 resulted in the inclusion of net OPEB liability and OPEB expense 
components on the accrual financial statements.  See below for the effect on net position as previously 
reported.  
 
GASB Statement No. 81 requires that a government that receives resources pursuant to an irrevocable 
split-interest agreement recognize assets, liabilities, and deferred inflows of resources at the inception of 
the agreement. Furthermore, it requires that a government recognize assets representing its beneficial 
interests in irrevocable split-interest agreements that are administered by a third party, if the government 
controls the present service capacity of the beneficial interests. This Statement also requires that a 
government recognize revenue when the resources become applicable to the reporting period.  The 
implementation of GASB Statement No. 81 did not have an effect on the financial statements of the 
Academy. 
 
GASB Statement No. 85 addresses a variety of topics including issues related to blending component units, 
goodwill, fair value measurement and application, and postemployment benefits. These changes were 
incorporated in the Academy’s fiscal year 2018 financial statements; however, there was no effect on 
beginning net position.  
 
GASB Statement No. 86 addresses the reporting and disclosure requirements of certain debt 
extinguishments including in-substance defeasance transactions and prepaid insurance associated with 
debt that is extinguished. The implementation of GASB Statement No. 86 did not have an effect on the 
financial statements of the Academy. 
 

Net Position June 30, 2017 (11,584,312)$  

Adjustments:
Net OPEB liability (1,215,661)       
Deferred Outflow - Payments Subsequent to Measurement Date 10,435              

Restated Net Position June 30, 2017 (12,789,538)$  

 
Other than employer contributions subsequent to the measurement date, the Academy made no 
restatement for deferred inflows/outflows of resources as the information needed to generate these 
restatements was not available.
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NOTE 17 - MANAGEMENT PLAN 
 
For fiscal year 2018, the Academy had a net position deficit of $(10,684,320), which includes the impact 
of the net pension/OPEB liabilities and related accruals. The Academy’s net deficit in fiscal year 2018 
improved from the $(12,789,538) restated net deficit in fiscal 2017. Enrollment decreased in fiscal year 
2018 to 560, down from 569 in fiscal year 2017.  The Academy’s ability to maintain a stable administrative 
and instructional team along with active advertising via print, radio, mailings and through referrals of 
current parents is anticipated to help produce the likelihood of future enrollment growth leading to 
surpluses and provide an opportunity for the academy to recover from its prior deficits. 
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2018 2017 2016 2015 2014

Academy's Proportion of the Net Pension Liability 0.01600000% 0.01839840% 0.03123660% 0.04331100% 0.04331100%

Academy's Proportionate Share of the Net Pension Liability 955,964$        1,346,593$     1,782,391$     2,191,945$     2,575,566$     

Academy's Covered Payroll 485,121$        571,386$        940,387$        1,075,931$     245,773$        

Academy's Proportionate Share of the Net Pension Liability 197.06% 235.67% 189.54% 203.73% 1047.95%

as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 69.50% 62.98% 69.16% 71.70% 65.52%

Total Pension Liability

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional

      years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date

     which is the prior fiscal period end. 

 
 

See accompanying notes to the required supplementary information. 
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2018 2017 2016 2015 2014

Academy's Proportion of the Net Pension Liability 0.01432912% 0.01282463% 0.01179025% 0.01245975% 0.01245975%

Academy's Proportionate Share of the Net Pension Liability 3,403,913$    4,292,790$    3,258,480$   3,030,645$    3,610,081$    

Academy's Covered Payroll 1,575,314$    1,349,400$    1,230,114$   1,579,200$    1,383,277$    

Academy's Proportionate Share of the Net Pension Liability 216.08% 318.13% 264.89% 191.91% 260.98%

as a Percentage of its Covered-Employee Payroll

Plan Fiduciary Net Position as a Percentage of the 75.30% 66.80% 72.10% 74.70% 69.30%

Total Pension Liability

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

 
 
 

See accompanying notes to the required supplementary information. 
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2018 2017 2016 2015 2014 2013 2012 2011 2010 2009

Contractually Required Contribution 72,257$     67,917$     79,994$     123,943$    149,124$     34,015$     32,101$     28,021$     33,295$     33,762$     

Contributions in Relation to the Contractually 

Required Contribution (72,257)$    (67,917)$    (79,994)$    (123,943)$   (149,124)$    (34,015)$    (32,101)$    (28,021)$    (33,295)$    (33,762)$    

Contribution Deficiency (Excess) -$          -$          -$          -$           -$            -$           -$           -$           -$           -$           

Academy's Covered Payroll 535,237$   485,121$   571,386$   940,387$    1,075,931$   245,773$    238,669$    222,920$    245,901$    343,110$    

Contributions as a Percentage of

Covered Payroll 13.50% 14.00% 14.00% 13.18% 13.86% 13.84% 13.45% 12.57% 13.54% 9.84%

 
 
 

See accompanying notes to the required supplementary information.
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2018 2017 2016 2015 2014 2013 2012 2011 2010 2009

Contractually Required Contribution 216,022$     220,544$     188,916$     172,216$    205,296$     179,826$    172,243$    193,341$    192,792$    185,612$    

Contributions in Relation to the Contractually 

Required Contribution (216,022)$    (220,544)$    (188,916)$    (172,216)$   (205,296)$    (179,826)$   (172,243)$   (193,341)$   (192,792)$   (185,612)$   

Contribution Deficiency (Excess) -$            -$            -$            -$           -$            -$           -$           -$           -$           -$           

Academy's Covered Payroll 1,543,014$  1,575,314$  1,349,400$  1,230,114$  1,579,200$   1,383,277$ 1,324,946$ 1,487,238$ 1,483,015$ 1,427,785$ 

Contributions as a Percentage of

Covered Payroll 14.00% 14.00% 14.00% 14.00% 13.00% 13.00% 13.00% 13.00% 13.00% 13.00%

 
 

See accompanying notes to the required supplementary information.
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2018 2017

Academy's Proportion of the Net OPEB Liability 0.01605000% 0.01858693%

Academy's Proportionate Share of the Net OPEB Liability 430,739$        529,796$        

Academy's Covered Payroll 485,121$        571,386$        

Academy's Proportionate Share of the Net OPEB Liability 88.79% 92.72%

as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 12.46% 11.49%

Total OPEB Liability

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information
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2018 2017

Academy's Proportion of the Net OPEB Liability 0.01432912% 0.01282463%

Academy's Proportionate Share of the Net OPEB Liability 559,069$        685,865$        

Academy's Covered Payroll 1,575,314$     1,349,400$     

Academy's Proportionate Share of the Net OPEB Liability 35.49% 50.83%

as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 47.10% 37.30%

Total OPEB Liability

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information
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2018 2017 2016 2015 2014 2013 2012 2011 2010 2009

Contractually Required Contribution 10,852$     10,435$     9,157$       7,711$        8,822$         2,015$       1,390$       1,304$       1,306$       15,407$     

Contributions in Relation to the Contractually 

Required Contribution (10,852)$    (10,435)$    (9,157)$      (7,711)$       (8,822)$        (2,015)$      (1,390)$      (1,304)$      (1,306)$      (15,407)$    

Contribution Deficiency (Excess) -$          -$          -$          -$           -$            -$           -$           -$           -$           -$           

Academy's Covered Payroll 535,237$   485,121$   571,386$   940,387$    1,075,931$   245,773$    238,669$    222,920$    245,901$    343,110$    

Contributions as a Percentage of

Covered Payroll 2.03% 2.15% 1.60% 0.82% 0.82% 0.82% 0.58% 0.58% 0.53% 4.49%

(1) Includes Surcharge

See accompanying notes to the required supplementary information
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2018 2017 2016 2015 2014 2013 2012 2011 2010 2009

Contractually Required Contribution -$            -$            0 -$            -$           15,792$       13,833$      13,249$      14,872$      14,830$      14,278$      

Contributions in Relation to the Contractually 

Required Contribution -$            -$            -$            -$           (15,792)$      (13,833)$     (13,249)$     (14,872)$     (14,830)$     (14,278)$     

Contribution Deficiency (Excess) -$            -$            -$            -$           -$            -$            -$            -$            -$            -$            

Academy's Covered Payroll 1,543,014$  1,575,314$  1,349,400$  1,230,114$  1,579,200$   1,383,277$  1,324,946$  1,487,238$  1,483,015$  1,427,785$  

Contributions as a Percentage of

Covered Payroll 0.00% 0.00% 0.00% 0.00% 1.00% 1.00% 1.00% 1.00% 1.00% 1.00%

See accompanying notes to the required supplementary information
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Net Pension Liability  
 
Changes of benefit terms - SERS:  
 
There were no changes in benefit terms from the amounts reported for fiscal years 2014-2018. 
 
The following changes were made to the benefit terms in 2018 as identified: The COLA was changed from 
a fixed 3.00% to a COLA that is indexed to CPI-W not greater than 2.5% with a floor of 0% beginning 
January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has enacted a 
three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in assumptions - SERS:  
 
There were no changes in methods and assumptions used in the calculation of actuarial determined 
contributions for fiscal years 2014-2016 and 2018. For fiscal year 2018, the following changes of 
assumptions affected the total pension liability since the prior measurement date: (a) the assumed rate 
of inflation was reduced from 3.25% to 3.00%, (b) payroll growth assumption was reduced from 4.00% to 
3.50%, (c) assumed real wage growth was reduced from 0.75% to 0.50%, (d) Rates of withdrawal, 
retirement and disability were updated to reflect recent experience, (e) mortality among active members 
was updated to RP-2014 Blue Collar Mortality Table with fully generational projection and a five year age 
set-back for both males and females, (f) mortality among service retired members, and beneficiaries was 
updated to the following RP-2014 Blue Collar Mortality Table with fully generational projection with Scale 
BB, 120% of male rates, and 110% of female rates and (g) mortality among disable member was updated 
to RP-2000 Disabled Mortality Table, 90% for male rates and 100% for female rates, set back five years is 
used for the period after disability retirement (h) change in discount rate from 7.75% to 7.5%.   
 
Changes in benefit terms - STRS:  
 
There were no changes in benefit terms from the amounts reported for fiscal years 2014-2017. Effective 
for fiscal year 2018, the cost of living adjustment (COLA) was reduced to zero. 
 
Changes in assumptions - STRS:  
 
There were no changes in methods and assumptions used in the calculation of actuarial determined 
contributions for fiscal years 2014-2018.  For fiscal year 2018, the following changes of assumptions 
affected the total pension liability since the prior measurement date: (a) inflation assumption lowered 
from 2.75% to 2.50%, (b) investment return assumption lowered from 7.75% to 7.45%, (c) total salary 
increases rates lowered by decreasing the merit component of the individual salary increases, as well as 
by 0.25% due to lower inflation, (d) payroll growth assumption lowered to 3.00%, (e) updated the healthy 
and disable mortality assumption to the “RP-2014” mortality tables with generational improvement scale 
MP-2016, (f) rates of retirement, termination and disability were modified to better reflect anticipated 
future experience.  
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Net OPEB Liability  
  
Changes in Assumptions – SERS  
  
Amounts reported for fiscal year 2018 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability as presented below:  
  
Municipal Bond Index Rate: 
    Fiscal year 2018         
 3.56 percent 
    Fiscal year 2017        
 2.92 percent 
Single Equivalent Interest Rate, net of plan investment expense, 
 including price inflation 
    Fiscal year 2018         
 3.63 percent 
    Fiscal year 2017        
 2.98 percent 
  
 Changes in Assumptions – STRS  
  
For fiscal year 2018, the discount rate was increased from 3.26 percent to 4.13 percent based on the 
methodology defined under GASB Statement No. 74, Financial Reporting for Postemployment Benefit 
Plans Other Than Pension Plans (OPEB) and the long term expected rate of return was reduced from 7.75 
percent to 7.45 percent. Valuation year per capita health care costs were updated, and the salary scale 
was modified. The percentage of future retirees electing each option was updated based on current data 
and the percentage of future disabled retirees and terminated vested participants electing health 
coverage were decreased. The assumed mortality, disability, retirement, withdrawal and future health 
care cost trend rates were modified along with the portion of rebated prescription drug costs.  
  
Also, for fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. 
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December 28, 2018

To the Board of Directors
Columbus Arts and Technology Academy
Franklin County, Ohio
2255 Kimberly Parkway East
Columbus, Ohio  43232

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

We have audited, in accordance with auditing standards generally accepted in the United States of America and 
the standards applicable to the financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the Columbus Arts and Technology 
Academy, Franklin County, Ohio (the “Academy”) as of and for the year ended June 30, 2018, and the related 
notes to the financial statements, which collectively comprise the Academy’s basic financial statements, and have 
issued our report thereon dated December 28, 2018, in which we noted the Academy restated their net position to 
account for the implementation of Governmental Accounting Standard Board (GASB) Statement No. 75, 
“Accounting and Financial reporting for Postemployment Benefits other than Pensions”, and the Academy has 
suffered recurring losses from operations and has a net position deficiency of $10,684,320, including effect of net 
pension liability, net OPEB liability and related accruals totaling $4,488,890, that raises substantial doubt about its 
ability to continue as a going concern.

Internal Control over Financial Reporting
In planning and performing our audit of the financial statements, we considered the Academy’s internal control 
over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of the Academy's internal control. Accordingly, we do not express an 
opinion on the effectiveness of the Academy’s internal control.

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

Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified. 
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Columbus Arts and Technology Academy
Independent Auditor’s Report on Internal Control over Financial Reporting 
   and on Compliance and Other Matters Based on an Audit of 
   Financial Statements Performed in Accordance with 

Government Auditing Standards
Page 2 of 2

Compliance and Other Matters

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

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the Academy's internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the Academy's internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose.

Cambridge, Ohio
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December 28, 2018

To the Board of Directors
Columbus Arts and Technology Academy
Franklin County, Ohio
2255 Kimberly Parkway East
Columbus, Ohio 43232

Independent Auditor’s Report on Compliance for Each Major Federal 
Program and Report on Internal Control over Compliance

Required by the Uniform Guidance

Report on Compliance for Each Major Federal Program

We have audited the Columbus Arts and Technology Academy’s, Franklin County, Ohio (the 
“Academy”) compliance with the types of compliance requirements described in the OMB Compliance 
Supplement that could have a direct and material effect on each of the Academy’s major federal programs 
for the year ended June 30, 2018. The Academy’s major federal programs are identified in the summary 
of auditor’s results section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and conditions 
of its federal awards applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the Academy’s major federal 
programs based on our audit of the types of compliance requirements referred to above. We conducted 
our audit of compliance in accordance with auditing standards generally accepted in the United States of 
America; the standards applicable to financial audits contained in Government Auditing Standards, issued 
by the Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of 
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit 
Requirements for Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance 
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance 
with the types of compliance requirements referred to above that could have a direct and material effect 
on a major federal program occurred. An audit includes examining, on a test basis, evidence about the 
Academy’s compliance with those requirements and performing such other procedures as we considered 
necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major 
federal program. However, our audit does not provide a legal determination of the Academy’s
compliance.
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Columbus Arts and Technology Academy
Independent Auditor’s Report on Compliance for Each Major Federal Program and

Report on Internal Control over Required by the Uniform Guidance
Page 2 of 2

Opinion on Each Major Federal Program

In our opinion, the Academy complied, in all material respects, with the types of compliance requirements 
referred to above that could have a direct and material effect on each of its major federal programs for the 
year ended June 30, 2018.

Report on Internal Control over Compliance

Management of the Academy is responsible for establishing and maintaining effective internal control 
over compliance with the types of compliance requirements referred to above. In planning and performing 
our audit of compliance, we considered the Academy’s internal control over compliance with the types of 
requirements that could have a direct and material effect on each major federal program to determine the 
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on 
compliance for each major federal program and to test and report on internal control over compliance in 
accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on the 
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the 
effectiveness of the Academy’s internal control over compliance.

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

Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over 
compliance that might be material weaknesses or significant deficiencies. We did not identify any 
deficiencies in internal control over compliance that we consider to be material weaknesses. However, 
material weaknesses may exist that have not been identified.

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

Cambridge, Ohio
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CFDA # Grant Year Expenses
Total Provided to 

Subrecipients

U. S. Department of Education

Passed Through Ohio Department of Education:

Title I 84.010 2018 395,066$              -$                       

Special Education Cluster:
IDEA Part B 84.027 2018 113,492                 -                         

Total Special Education Cluster 113,492                 -                         

Title IV-A Student Support and Academic Enrichment Grant 84.424A 2018 1,512                     

Title II-A Improving Teacher Quality 84.367 2018 57,021                   -                         

Total U.S. Department of Education 567,091                 -                         

U. S. Department of Agriculture

Passed Through the Ohio Department of Education:

Child Nutrition Cluster:
Cash Assistance:

School Breakfast Program 10.553 2018 95,172                   -                         
National School Lunch Program 10.555 2018 245,351                 -                         
Total Child Nutrition Cluster 340,523                 -                         

Total U.S. Department of Agriculture 340,523                 -                         

TOTAL FEDERAL FINANCIAL ASSISTANCE 907,614$              -$                       

COLUMBUS ARTS AND TECHNOLOGY ACADEMY
FRANKLIN COUNTY, OHIO

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2018

Federal Grantor/ Pass-Through Grantor/ Program Title
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NOTE A - BASIS OF PRESENTATION

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

NOTE C - TRANSFERS

CFDA Number / Grant Title Grant Year Transfer Out Transfer In
84.010 Title I 2017 21,942$                 
84.010 Title I 2018 21,942$                 
84.367 Title II-A Improving Teacher Quality 2017 6,670                     
84.367 Title II-A Improving Teacher Quality 2018 6,670                     

28,612$                 28,612$                 

NOTE D - CHILD NUTRITION CLUSTER

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2018

The accompanying Schedule of Expenditures of Federal Awards (the Schedule) includes the federal award activity of Columbus Arts and Technology
Academy, Franklin County, Ohio (the Academy) under programs of the federal government for the year ended June 30, 2018. The information on
this Schedule is prepared in accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Because the Schedule presents only a selected
portion of the operations of the Academy, it is not intended to and does not present the financial position, changes in net position, or cash flows of the
Academy. 

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures are recognized following the cost principles 
contained in the Uniform Guidance, wherein certain types of expenditures may or may not be allowable or may be limited as to reimbursement. The 
Academy has elected not to use the 10-percent de minimus indirect cost rate as allowed under the Uniform Guidance.

2 CFR 200.510(B)(6)

The Academy commingles cash receipts from the U.S. Department of Agriculture with similar State Grants. When reporting expenditures on this
Schedule, the Academy assumes it expends federal monies first. 

The Academy generally must spend Federal assistance within 15 months of receipt. However, with Ohio Department of Education (ODE) approval,
an Academy can transfer (carryover) unspent Federal assistance to the succeeding year, thus allowing the Academy a total of 27 months to spend the
assistance. During fiscal year 2018, the ODE authorized the following transfers:

COLUMBUS ARTS AND TECHNOLOGY ACADEMY
FRANKLIN COUNTY, OHIO
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COLUMBUS ARTS AND TECHNOLOGY ACADEMY
FRANKLIN COUNTY, OHIO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
2 CFR §200.515
JUNE 30, 2018

1.  SUMMARY OF AUDITOR'S RESULTS

(d) (1) (i) Type of Financial Statement
Opinion

Unmodified

(d) (1) (ii) Were there any material weaknesses in 
internal control reported at the financial 
statement level (GAGAS)?

No

(d) (1) (ii) Were there any significant deficiencies in 
internal control reported at the financial 
statement level (GAGAS)?

None Reported

(d) (1) (iii) Was there any reported material 
noncompliance at the financial statement 
level (GAGAS)?

No

(d) (1) (iv) Were there any material weaknesses in 
internal control reported for major federal 
programs?

No

(d) (1) (iv) Were there any significant deficiencies in 
internal control reported for major federal 
programs?

None Reported

(d) (1) (v) Type of Major Programs’ Compliance 
Opinion Unmodified

(d) (1) (vi) Are there any reportable findings under 2 
CFR § 200.516(a)? No

(d) (1) (vii) Major Programs (list):

Title I CFDA # 84.010

(d) (1) (viii)
Dollar Threshold: Type A/B Programs Type A: > $750,000

Type B: All others

(d) (1) (ix) Low Risk Auditee under 2 CFR §200.520? No

2.   FINDINGS RELATED TO THE FINANCIAL STATEMENTS
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS

  
None were noted.

3.   FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS

None were noted.
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Phone:		614‐466‐4514	or	800‐282‐0370										Fax:		614‐466‐4490	

www.ohioauditor.gov	

 
 
 
 

 
 
Board of Directors 
Columbus Arts and Technology Academy 
2255 Kimberly Parkway East 
Columbus, OH 43232 
 
 
We have reviewed the Independent Auditor’s Report of the Columbus Arts and Technology 
Academy, Franklin County, prepared by Rea & Associates, Inc., for the audit period July 1, 2016 
through June 30, 2017.  Based upon this review, we have accepted these reports in lieu of the 
audit required by Section 117.11, Revised Code.  The Auditor of State did not audit the 
accompanying financial statements and, accordingly, we are unable to express, and do not 
express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Columbus Arts and Technology Academy is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
 
 
Dave Yost 
Auditor of State 
 
March 11, 2018 
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December 26, 2017 
 
To the Board of Directors 
Columbus Arts and Technology Academy 
Franklin County, Ohio 
2255 Kimberly Parkway East 
Columbus, Ohio 43232 
 
 

INDEPENDENT AUDITOR'S REPORT 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Columbus Arts and Technology Academy, 
Franklin County, Ohio, (the “Academy”) as of and for the year ended June 30, 2017, and the related notes 
to the financial statements, which collectively comprise the Academy’s basic financial statements as listed 
in the table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the Academy’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Academy’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
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Columbus Arts and Technology Academy 
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Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Academy, as of June 30, 2017, and the changes in its financial position and its 
cash flows for the year then ended in accordance with accounting principles generally accepted in the 
United States of America. 

Emphasis of a Matter  
 
The accompanying financial statements have been prepared assuming the Academy will continue as a 
going concern. As disclosed in Note 16 to the financial statements, the Academy has previously suffered 
recurring losses from operations and has a net position deficit of $11,584,312 that raises substantial doubt 
about its ability to continue as a going concern. This deficit net position includes the effect of the net 
pension liability and related accruals totaling $5,390,432. Note 16 describes management’s plan regarding 
these issues. The financial statements do not include any adjustments that might result from the outcome 
of this uncertainty. Our opinion is not modified with respect to this matter. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis and the Schedule of the Academy’s Proportionate Share of the Net Pension 
Liability, and Schedule of the Academy’s Contributions on pages 4-9, 34-35, and 36-37, respectively, be 
presented to supplement the basic financial statements. Such information, although not a part of the basic 
financial statements, is required by the Governmental Accounting Standards Board who considers it to be 
an essential part of financial reporting for placing the basic financial statements in an appropriate 
operational, economic, or historical context. We have applied certain limited procedures to the required 
supplementary information in accordance with auditing standards generally accepted in the United States 
of America, which consisted of inquiries of management about the methods of preparing the information 
and comparing the information for consistency with management’s responses to our inquiries, the basic 
financial statements, and other knowledge we obtained during our audit of the basic financial statements. 
We do not express an opinion or provide any assurance on the information because the limited procedures 
do not provide us with sufficient evidence to express an opinion or provide any assurance. 
 
Other Information 
 
Our audit was conducted for the purpose of forming an opinion on the financial statements that 
collectively comprise the Academy’s basic financial statements. The Schedule of Expenditures of Federal 
Awards, as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative 
Requirements, Cost Principles, and Audit Requirements for Federal Awards is presented for purposes of 
additional analysis and is not a required part of the basic financial statements. 
 
The Schedule of Expenditures of Federal Awards is the responsibility of management and was derived 
from and relates directly to the underlying accounting and other records used to prepare the basic 
financial statements. Such information has been subjected to the auditing procedures applied in the audit 
of the basic financial statements and certain additional procedures, including comparing and reconciling  
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such information directly to the underlying accounting and other records used to prepare the basic 
financial statements or to the basic financial statements themselves, and other additional procedures in 
accordance with auditing standards generally accepted in the United States of America. In our opinion, 
the Schedule of Expenditures of Federal Awards is fairly stated, in all material respects, in relation to the 
basic financial statements as a whole.  
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated December 26, 
2017 on our consideration of the Academy’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on internal control 
over financial reporting or on compliance. That report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the Academy’s internal control over 
financial reporting and compliance. 
 
 
 

 
Cambridge, Ohio 
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The discussion and analysis of the Columbus Arts & Technology Academy’s (the “Academy”) financial 
performance provides an overall review of the Academy’s financial activities for the fiscal year ended June 
30, 2017. Readers should also review the basic financial statements and notes to enhance their 
understanding of the Academy’s financial performance. 
 

HIGHLIGHTS 
 
The Academy finished its twelfth year of operation during fiscal year 2017 serving grades kindergarten 
through eighth grade.  Enrollment varied during the year but ended the year with 569 full time equivalent 
students. 
 
Key highlights for fiscal year 2017 are as follows: 
 

 Net position increased $327,967. 

 Total revenue increased to $5,699,213 in fiscal year 2017 from $5,299,937 in fiscal year 2016. 

 Total operating expenses (excluding interest expense) decreased from $4,958,968 in fiscal year 
2016 to $4,935,039 in fiscal year 2017. 
 

OVERVIEW OF FINANCIAL STATEMENTS  
 
The financial report consists of three parts: required supplemental information and analysis, the basic 
financial statements and the notes to the financial statements.  These statements are organized so the 
reader can understand the financial position of the Academy. Enterprise accounting uses a flow of 
economic resource measurement focus.  With this measurement focus, all assets and deferred outflow 
resources and all liabilities and deferred inflow resources are included on the statement of net position. 
The statement of net position represents the statement of position of the Academy. The statement of 
revenues, expenses, and changes in net position presents increases (e.g., revenues) and decreases (e.g. 
expenses) in net position.  The statement of cash flows reflects how the Academy finances and meets its 
cash flow needs.  Finally, the notes to the basic financial statements provide additional information that 
is essential to full understanding of the data provided on the basic financial statements.   
 

FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE 
 
The Academy is not required to present government-wide financial statements as the Academy is engaged 
in only business-type activities.  Therefore, no condensed financial information derived from the 
governmental-wide financial statements is included in the discussion and analysis.  
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Table 1 provides a summary of Academy’s net position for 2017 compared to 2016: 
 

2017 2016
Assets:

  Current Assets

    Cash and Cash Equivalents 198,109$         204,861$          
    Accounts Receivable 55,375             62,742              
    Intergovernmental Receivable 57,903 60,351
    Prepaid Expense 12,033 47,678
      Total current assets 323,420 375,632

Noncurrent assets:

  Capital Assets, net of Accumulated Depreciation 45,962             54,060              
    Total noncurrent assets 45,962             54,060              

Total assets 369,382           429,692            

Deferred Outflows of Resources 1,272,177        451,220            

Liabilities:

  Current liabilities:

    Accounts Payable, Trade 162,054           220,474            
    Accounts Payable, Related Party 1,315,674        1,062,130         
    Accrued Expenses 64,945             -                    
    Current Portion of Long Term Debt 286,877           212,389            
    Advances Payable 1,064,000 919,800
      Total curent liabilities 2,893,550 2,414,793

Noncurrent liabilities:

  Net Pension Liability 5,639,383 5,040,871
  Noncurrent Portion of Long-term Debt 3,669,712 4,259,681
    Total noncurrent liabilities 9,309,095 9,300,552

       Total liabilities 12,202,645 11,715,345

Deferred Inflows of Resources 1,023,226 1,077,846

Net Position

  Invested in Capital Assets 45,962 54,060
  Unrestricted Net (11,630,274) (11,966,339)
    Total Net Position (11,584,312)     ($11,912,279)

Table 1

Net Position
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Total net position increased $327,967 which is directly related to the School’s increase in enrollment. The 
goal of the Board and management is to grow enrollment to be closer to the 750-student capacity of the 
facility at which point the Academy would generate surpluses on an annual basis sufficient to eliminate 
accumulated deficits. During fiscal year 2017, the Academy increased enrollment and finished fiscal year 
2017 with 569 enrolled students versus 532 students for fiscal year 2016, an increase of 37 students. The 
Academy’s management and administration have been working to contain costs to minimize the deficits. 
Based on continued analysis of enrollment data, the Board and its management are committed to 
following the plan to invest in the future of the children of this community, not based on a plan that is 
expected to generate short term economic profits, but rather on a plan that is economically sustainable 
over the long term and that would generate dividends to the community in the form of enhanced 
opportunities for children and families. Resources for the necessary programs are being made available 
by delaying payment on invoices from the Academy’s management company for certain rent, 
management services, other operating expenses, and personnel services. 
 
Under the standards required by GASB 68, the net pension liability equals the Academy’s proportionate 
share of each plan’s collective: 
 

1. Present value of estimated future pension benefits attributable to active and inactive employees’ 
past service  

2. Minus plan assets available to pay these benefits 
 
GASB notes that pension obligations, whether funded or unfunded, are part of the “employment 
exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, and the 
promise of a future pension.  GASB noted that the unfunded portion of this pension promise is a present 
obligation of the government, part of a bargained-for benefit to the employee, and should accordingly be 
reported by the government as a liability since they received the benefit of the exchange.  However, the 
Academy is not responsible for certain key factors affecting the balance of this liability.  In Ohio, the 
employee shares the obligation of funding pension benefits with the employer.  Both employer and 
employee contribution rates are capped by State statute.  A change in these caps requires action of both  
Houses of the General Assembly and approval of the Governor.  Benefit provisions are also determined 
by State statute.  The employee enters the employment exchange with the knowledge that the employer’s 
promise is limited not by contract but by law.  The employer enters the exchange also knowing that there 
is a specific, legal limit to its contribution to the pension system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension system as against the public employer.  State law operates 
to mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the employment exchange with notice as to the law.  The pension system is responsible for the 
administration of the plan.  
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability.  As explained above, changes in pension benefits, contribution rates, 
and return on investments affect the balance of the net pension liability, but are outside the control of 
the local government.  In the event that contributions, investment returns, and other changes are 
insufficient to keep up with required pension payments, State statute does not assign/identify the 
responsible party for the unfunded portion.  Due to the unique nature of how the net pension liability is 
satisfied, this liability is separately identified within the long-term liability section of the statement of net 
position. 
 
In accordance with GASB 68, the Academy’s statements prepared on an accrual basis of accounting 
include an annual pension expense for their proportionate share of each plan’s change in net pension 
liability not accounted for as deferred inflows/outflows. As a result of implementing GASB 68, the 
Academy is reporting a net pension liability and deferred inflows/outflows of resources related to pension 
on the accrual basis of accounting.   
 
Current year changes in deferred outflows/ inflows of resources and the net pension liability are the result 
of changes in accruals related to GASB 68. 
 
 
 
 
 
 
 

THIS SPACE INTENTIONALLY LEFT BLANK. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Table 2 reflects the changes in net position for fiscal year 2017 as compared to 2016: 
 

2017 2016
Operating Revenues:

  State Aid 4,376,226$             4,036,330$          
  Charges for Services -                          9,978
  Miscellaneous 42,929 724
    Total Operating Revenues 4,419,155 4,047,032

Operating Expenses:

  Purchased Services 4,664,191 4,611,895
  Depreciation 45,276 62,359
  General Supplies 223,169 237,988
  Other Operating Expense 2,403 46,726
    Total Operating Expenses 4,935,039 4,958,968

      Operating Loss (515,884) (911,936)

Nonoperating Revenues and (Expenses):

  Federal and State Restricted Grants 1,030,058 856,070
  Forgiveness of Debt 250,000 396,835
  Interest Expense (436,207) (468,270)
    Net Nonoperating Revenues and (Expenses) 843,851                  784,635               

Change in Net Position 327,967                  (127,301)              
Net Position, Beginning of Year (11,912,279)            (11,784,978)         
Net Position, End of Year (11,584,312)$          (11,912,279)$       

Table 2

Change in Net Position

 
As mentioned previously, the increase in revenues was related to the Academy’s increase in enrollment 
during fiscal year 2017 by 37 students. 

 
BUDGETING 
 
Unlike other public schools located in the State of Ohio, community schools are not required to follow 
budgetary provision set forth in the Ohio Revised Code Chapter 5705, other than the development of a 
five-year forecast. The Academy’s contract with its sponsor also requires an annual financial plan.   
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CAPITAL ASSETS 
 
At the end of fiscal year 2017, the Academy had $45,962 invested in capital assets (net of accumulated 
depreciation) for leasehold improvements, furniture and equipment, and computers and software. The 
decrease, as shown below, is due to depreciation costs exceeding the purchase of additional assets for 
the year.  
 
The following table shows fiscal year 2017 compared to 2016:    

 

2017 2016 Change

Computer & Software $29,741 $22,153 $7,588
Leasehold Improvements 1,809 8,618 (6,809)
Furniture & Equipment 14,412 23,289 (8,877)

$45,962 $54,060 ($8,098)

Capital Assets at June 30 (Net of Depreciation)

 
For further information regarding the Academy’s capital assets, refer to Note 5 of the basic financial 
statements.   
 

DEBT 
 
At June 30, 2017, the Academy had $1,064,000 in advances outstanding, from Charter School Capital. 
 
Also, the Academy had a promissory note outstanding in the amount of $3,956,589 to Tatonka Capital 
Corporation at 7% interest for a 15-year term.  
 
For further information regarding the Academy’s debt, refer to Note 6 and Note 7 of the Basic Financial 
Statements. 
 

OPERATIONS 
 
Columbus Arts & Technology Academy is a public school established pursuant to Ohio Revised Code 
Chapter 3314. The Academy offers education for Ohio children in grades K-8. The Academy is independent 
of any school district and is nonsectarian in its programs, admission policies, employment practices, and 
all other operations.  The Academy may lease or acquire facilities as needed and contract for any services 
necessary for the operation of the Academy.    
 

REQUESTS FOR INFORMATION 
 
This financial report is designed to provide citizens, taxpayers, investors, and creditors with a general 
overview of the Academy’s finances and to show the Academy’s accountability for the money it receives.  
If you have any question concerning this report, please contact the Academy’s Fiscal Officer, C. David 
Massa of Massa Financial Solutions, LLC, 2255 Kimberly Parkway E., Columbus, Ohio 43232. 
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                                                    COLUMBUS ARTS & TECHNOLOGY ACADEMY - FRANKLIN COUNTY, OHIO 

  
Statement of Net Position 

At June 30, 2017 

 

                      

Assets:

Current Assets:

    Cash and Cash Equivalents 198,109$          

    Accounts Receivable 55,375              

    Intergovernmental Receivable 57,903

    Prepaid Expense 12,033

      Total Current Assets 323,420

Noncurrent Assets:

  Capital Assets, net of Accumulated Depreciation 45,962

45,962

Total Assets 369,382            

Deferred Outflows of Resources 1,272,177         

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 162,054            

    Accounts Payable, Related Party 1,315,674         

    Accrued Expenses 64,945              

    Advances Payable 1,064,000         

    Current Portion of Long Term Debt 286,877            

       Total Current Liabilities 2,893,550         

Noncurrent Liabilities:

  Net Pension Liability 5,639,383

  Noncurrent Portion of Long-term Debt 3,669,712         

    Total Noncurrent Liabilities 9,309,095

       Total Liabilities 12,202,645

Deferred Inflows of Resources 1,023,226

Net Position:

  Invested in Capital Assets 45,962

  Unrestricted Net Position (11,630,274)

  Total Net Position (11,584,312)$   

See Accompanying Notes to the Basic Financial Statements
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                                                      COLUMBUS ARTS & TECHNOLOGY ACADEMY-FRANKLIN COUNTY, OHIO  
 

Statement of Revenues, 
Expenses and Changes in Net Position 

For the Fiscal Year Ended June 30, 2017 
 
 

Operating Revenues:

  State Aid 4,376,226$      

  Miscellaneous 42,929

    Total Operating Revenues 4,419,155

Operating Expenses:

  Purchased Services 4,664,191

  Depreciation 45,276

  Supplies 223,169

  Other Operating Expenses 2,403

    Total Operating Expenses 4,935,039

      Operating Loss (515,884)

Non-Operating Revenues and (Expenses):

  Federal and State Restricted Grants 1,030,058

  Debt Forgiveness 250,000            

  Interest Expense (436,207)           

    Net Nonoperating Revenues and (Expenses) 843,851

Change in Net Position 327,967            

Net Position Beginning of Year (11,912,279)     

Net Position End of Year (11,584,312)$   

See Accompanying Notes to the Basic Financial Statements  
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COLUMBUS ARTS & TECHNOLOGY ACADEMY – FRANKLIN COUNTY, OHIO  

  
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2017 
 

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 4,376,226$            

Other Operating Receipts 42,929                    

Cash Payments to Suppliers for Goods and Services (4,863,747)             

Net Cash Used For Operating Activities (444,592)                

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Charter School Capital Advances 2,865,702              

Charter School Capital Redemptions (2,721,502)             

Charter School Capital Cost of Funding (146,636)                

Note Payable Principal Payments (265,481)                

Note Payable Interest Payments (289,571)                

Federal and State Grant Receipts 1,032,506              

Net Cash Provided By Noncapital Financing Activities 475,018                  

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Purchase of Assets (37,178)                   

Net Cash Used For Capital and Related Financing Activities (37,178)                   

Net Decrease in Cash and Cash Equivalents (6,752)                     

Cash and Cash Equivalents - Beginning of the Year 204,861                  

Cash and Cash Equivalents - Ending of the Year 198,109$               

 
 
 

See Accompanying Notes to the Basic Financial Statement. 
 
 
 
 
 
 
 
 
 

 
 

(Continued) 
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COLUMBUS ARTS & TECHNOLOGY ACADEMY – FRANKLIN COUNTY, OHIO  
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2017 

(Continued) 
 

Reconciliation of Operating Loss to Net Cash Used For Operating Activities

Operating Loss (515,884)$               

Adjustments to Reconcile Operating Loss to Net Cash Used For Operating Activities

Depreciation 45,276                     

Changes in Assets, Liabilities, and Deferred Inflows and Outflows:

(Decrease) in Receivables 7,367                       

(Increase)/ Decrease in Deferred Outflows (820,957)                 

Increase/ (Decrease) in Deferred Inflows (54,620)                   

Increase/ (Decrease) in Net Pension Liability 598,512                  

Decrease in Prepaid Expense 35,645                     

Increase in Accounts Payable, Trade (58,420)                   

Increase in Accounts Payable, Related Party 253,544                  

Increase/(Decrease) in Accrued Expense 64,945                     

Net Cash Used For Operating Activities (444,592)$               

 
 
Non-Cash Transaction:  Under the terms of the note payable with Tatonka Capital, the Academy 
received $250,000 in debt forgiveness related to timely payments of principal and interest during the 
fiscal year 2017. 
 
 
See Accompanying Notes to the Basic Financial Statement. 
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NOTE 1 – DESCRIPTION OF THE ACADEMY 
The Columbus Arts & Technology Academy (the “Academy”) is a nonprofit corporation established 
pursuant to Ohio Revised Code Chapters 3314. The Academy offers education for Ohio children in grades 
K-8.  The Academy is independent of any school district and is nonsectarian in its programs, admission 
policies, employment practices, and all other operations. The Academy may lease or acquire facilities as 
needed and contract for any services necessary for the operation of the Academy.  The Academy is a 
federally recognized 501(c)(3) nonprofit corporation established pursuant to Ohio Revised Code Chapter 
1702. 
 
The Academy was originally approved for operation under a contract with the Ohio Council of Community 
Schools (the Sponsor) for a period of four academic years commencing after July 1, 2004 and ending June 
30, 2008.  Subsequently the contract was extended for an additional ten years through June 30, 2018. The 
Sponsor is responsible for evaluating the performance of the Academy and has the authority to deny 
renewal of the contract at its expiration or terminate the contract prior to its expiration.    
 
Ohio Revised Code Section 3314.02(E) states in part that the Academy operate under the direction of a 
Governing Board that consists of not less than five individuals who are not owners or employees, or 
immediate relatives or owners or employees of any for-profit firm that operates or manages an academy 
for the Governing Board.  The Board is responsible for carrying out the provisions of the contract that 
include, but are not limited to, state-mandated provision regarding student population, curriculum, 
academic goals, performance standards, admission standards, and qualification of teachers. The 
Academy’s Governing Board also serves as the Board for Cornerstone Academy. 
 
The Academy contracts with Accel Schools for management services including management of personnel 
and human resources, the program of instruction, marketing data management, purchasing, strategic 
planning, public relations, financial reporting, recruiting, compliance issues, budgets, contracts and 
equipment and facilities.  
 

NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNT POLICIES 
 
The financial statements of the Academy have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards 
Board (GASB) is the accepted standard-setting body for establishing governmental accounting and 
financial reporting principles. The more significant of the Academy’s accounting policies are described 
below. 
 
Basis of Presentation - The Academy’s basic financial statements consist of a statement of net position; a 
statement of revenues, expenses, and changes in net position; and a statement of cash flows. The 
Academy uses a single enterprise presentation for its financial records.  Enterprise reporting focuses on 
the determination of operating income, changes in net position, financial position, and cash flows.   
 
Measurement Focus - The enterprise activity is accounted for using a flow of economic resources 
measurement focus. All assets and deferred outflows of resources and liabilities and deferred inflows of 
resources associated with the operation of the Academy are included on the statement of net position.  
The statement of revenues, expenses, and changes in net position presents increases (e.g. revenues) and 
decreases (e.g. expenses) in net position.  The statement of cash flows reflects how the Academy finances 
meet its cash flow needs.  
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNT POLICIES (continued) 
 
Basis of Accounting - Basis of accounting determines when transactions are recorded in the financial 
records and reported on the financial statements. The Academy’s financial statements are prepared using 
the accrual basis of accounting. Revenue resulting from exchange transactions, in which each party gives 
and receives essentially equal value, is recorded on the accrual basis when the exchange takes place.  
Revenue resulting from nonexchange transactions, in which Academy receives value without directly 
giving equal value in return, such as grants and entitlements, are recognized in the period in which all 
eligibility requirements have been satisfied. Eligibility requirements include timing requirements, which 
specify the period when the resources are required to be used or the period when use is first permitted, 
matching requirements, in which the Academy must provide local resources to be used for a specified 
purpose, and expenditure requirements, in which the resources are provided to the Academy on a 
reimbursement basis.  Expenses are recognized at the time they are incurred. 
  
Budgetary Process - Unlike other public schools located in the State of Ohio, community schools are not 
required to follow budgetary provision set forth in the Ohio Revised Code Chapter 5705, other than the 
development of a five-year forecast. The Academy’s contract with its sponsor also requires an annual 
financial plan.   
 
Cash and Cash Equivalents - Cash received by the Academy is reflected as “Cash and Cash Equivalents” 
on the statement of net position.  The Academy had no investments during the fiscal year ended June 30, 
2017. 
 
Prepaid Items - The Academy records payments made to vendors for services that will benefit periods 
beyond June 30, 2017, as prepaid items using the consumption method.  A current asset for the prepaid 
amount is recorded at the time of the purchase and an expense is reported in the year in which services 
are consumed. 
 
Capital Assets - The Academy’s capital assets during fiscal year 2017 consisted of leasehold 
improvements, furniture and equipment, computers and software.  All capital assets are capitalized at 
cost and updated for additions and retirements during the fiscal year.  Donated capital assets are recorded 

at their acquisition values as of the date received. The Academy maintains a capitalization threshold of 

one thousand five hundred dollars. The Academy does not have any infrastructure.  Leasehold 
improvements are capitalized.  The costs of normal maintenance and repairs that do not add to the value 
of the asset or materially extend an asset’s life are not capitalized.   
 
All capital assets are depreciated. Depreciation is computed using the straight-line method over the 
following useful lives:   
 

   

Description Useful Lives
Computers & Software 5 years
Furniture & Equipment 5-20 years
Leasehold Improvements Remaining life of lease
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNT POLICIES (continued) 
 
Net Position - Net position represents the difference between assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources.  Net position is reported as restricted when there are 
limitations imposed on their use either through the enabling legislation adopted by the Academy or 
through external restrictions imposed by creditors, grantors, or laws or regulations of other governments.  
The Academy applies restricted resources first when an expense is incurred for purposes for which both 
restricted and unrestricted net position is available. At June 30, 2017, there was no enabling legislation 
setting any limitations on the use of Academy resources. Investment in capital assets is equal to capital 
assets net of accumulated depreciation. 
 
Operating Revenues and Expenses - Operating revenues are those revenues that are generated directly 
from the primary activity of the Academy.  Operating expenses are necessary costs incurred to provide 
the service that is the primary activity of the Academy.  All revenues and expenses not meeting this 
definition are reported as non-operating. 
 
Deferred Inflows and Deferred Outflows of Resources - In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of resources represent a consumption of net position that applies to a future period and will not be 
recognized as an outflow of resources (expense/expenditure) until then. For the Academy, deferred 
outflows of resources are reported on the statement of net position for pension. The deferred outflows 
of resources related to pension are explained in Note 10. 
 
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. These amounts are deferred and recognized as an inflow 
of resources in the period the amounts become available. Deferred inflows of resources related to pension 
are reported on the statement of net position. (See Note 10) 
 
Pensions - For purposes of measuring the net pension liability, deferred outflows of resources and 
deferred inflows of resources related to pensions and pension expense, information about the fiduciary 
net position of the pension plans and additions to/deletions from their fiduciary net position have been 
determined on the same basis as they are reported by the pension systems. For this purpose, benefit 
payments (including refunds of employee contributions) are recognized when due and payable in 
accordance with the benefit terms. The pension systems report investments at fair value. 
 
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from those estimates.  
 
Implementation of New Accounting Principles - For the fiscal year ended June 30, 2017, the Academy has 
implemented Governmental Accounting Standards Board (GASB) Statement No. 77, Tax Abatement 
Disclosures, GASB Statement No. 78, Pensions Provided through Certain Multiple-Employer Defined 
Benefit Pension Plans, GASB Statement No. 80, Blending Requirements for Certain Component Units - an 
amendment of GASB Statement No. 14 and GASB Statement No. 82, Pension Issues - an amendment of 
GASB Statements No. 67, No. 68, and No. 73. 
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNT POLICIES (continued) 
 
Implementation of New Accounting Principles (continued) 
 

GASB Statement No. 77 requires disclosure of tax abatement information about (1) a reporting 
government’s own tax abatement agreements and (2) those that are entered into by other governments 
and that reduce the reporting government’s tax revenues. The implementation of GASB Statement No. 
77 did not have an effect on the financial statements of the Academy.  
 
GASB Statement No. 78 amends the scope of GASB Statement No. 68 to exclude certain multiple-employer 
defined benefit pension plans provided to employees of state and local governments on the basis that 
obtaining the measurements and other information required by GASB Statement No. 68 was not feasible. 
The implementation of GASB Statement No. 78 did not have an effect on the financial statements of the 
Academy. 
 
GASB Statement No. 80 amends the blending requirements for the financial statement presentation of 
component units of all state and local governments. The additional criterion requires blending of a 
component unit incorporated as a not-for-profit corporation in which the primary government is the sole 
corporate member. The implementation of GASB Statement No. 80 did not have an effect on the financial 
statements of the Academy. 
 

GASB Statement No. 82 improves consistency in the application of pension accounting. These changes 
were incorporated in the Academy’s fiscal year 2017 financial statements; however, there was no effect 
on beginning net position. 
 

NOTE 3 - DEPOSITS 
 
Custodial credit risk is the risk that, in the event of a bank failure, the Academy’s deposits may not be 
returned. The Academy does not have a deposit policy for custodial credit risk. At June 30, 2017, the book 
balance was $198,109. The entire bank balance of $207,829 was covered by federal depository insurance.  
There are no significant statutory restrictions regarding the deposit and investment of funds by the 
nonprofit corporation. 
 

NOTE 4 – RECEIVABLES 
 
At June 30, 2017, the Academy had intergovernmental receivables of $57,903. These receivables 
represent monies due from Title I and Title IIA, which was not received as of June 30, 2017. In addition, 
the Academy had accounts receivables in the amount of $55,375. These receivables represent monies for 
shared employee expense, which was not received as of June 30, 2017. The receivables are expected to 
be collected within one year.  
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NOTE 5 – CAPITAL ASSETS 
 
Capital asset activity for the fiscal year ended June 30, 2017, was as follows: 
 

 
NOTE 6 – ADVANCES PAYABLE 
 
The Academy entered into an agreement with Charter School Capital to borrow against its future 
foundation payments. Total principal payments made during fiscal year end were $2,721,502.  The terms 
of the loan are amounts borrowed for a particular month’s foundation payment are to be repaid over the 
course of the next three months following purchase. Total interest paid was $146,636. 
 
A summary of short-term obligations for the Academy at June 30, 2017, is as follows: 
 

 
 
 
 

 
 
 
 
 
 

Balance Balance
06/30/16 Additions Deletions 06/30/17

Capital Assets:
Computers & Software 337,830$      37,178$        -$               375,008$       
Furniture & Equipment 88,776         -                  -                88,776           
Leasehold Improvements 68,090         -                  -                68,090           

Total Capital Assets 494,696        37,178          -                531,874         

Less Accumulated Depreciation:
Computers & Software (315,678)       (29,589)         -                (345,267)        
Furniture & Equipment (65,486)        (8,878)          -                (74,364)          
Leasehold Improvements (59,472)        (6,809)          -                (66,281)          
Total Accumulated Depreciation (440,636)       (45,276)         -                (485,912)        

Total Capital Assets, Net 54,060$        (8,098)$         -$               45,962$         

Balance 
6/30/2016 Additions Reductions

Balance 
6/30/2017

Charter School Capital 919,800$        2,865,702$     (2,721,502)$   1,064,000$     
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NOTE 7 – LONG-TERM OBLIGATIONS 
 
Changes in the Academy’s long-term obligations during fiscal year 2017 were as follows: 

In the previous year, the Academy restructured its long-term obligations and accounts payable-related 
party held by Mosaica Education, Inc. to Tatonka Capital Corporation, due to a court ordered receivership 
between Tatonka Capital Corporation and Mosaica Education, Inc. On December 15, 2014 the Academy 
executed a 7% $5,146,067 promissory note payable to Tatonka Capital Corporation. The note matures on 
December 15, 2027. Principal totaled $265,481, while interest totaled $289,571 during the year. In 
addition, $125,000 in discounts for timely payments were applied to the loan at December 2016 and June 
2017. 
 
The following is a schedule of the future minimum payments required under the Tatonka promissory 
notes as of June 30, 2017: 

Year Ending June 30: Tatonka Note
2018 555,052$       
2019 555,052         
2020 555,052         
2021 555,052         
2022 555,052         

2023-2027 2,775,259      
2028 231,272         

Total Future Minimum Payments 5,781,791      
Less: Amount Representing Interest (1,825,202)     
Present Value of Future Minimum Payments 3,956,589$    

 
 
 
 
 
 
 
 

Balance 
6/30/2016 Additions Reductions

Balance 
6/30/2017

Due Within 
One Year

Net Pension Liability:
STRS 3,258,480$         1,034,310$    -$           4,292,790$       -$           
SERS 1,782,391           -               (435,798)     1,346,593         -             

Total Net Pension Liability 5,040,871           1,034,310       (435,798)     5,639,383         -             

Tatonka - Notes Payable 4,472,070           -               (515,481)     3,956,589         286,877      

Total Long-Term Obligations 9,512,941$         1,034,310$    (951,279)$   9,595,972$       286,877$    
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NOTE 8 – RISK MANAGEMENT 
 
The Academy is exposed to various risks of loss related to: torts, theft of, damage to, and destruction of 
assets, errors and omissions, injuries to employees, and natural disasters.  During fiscal year 2017, the 
Academy contracted with Pashley Insurance Agency to provide insurance coverage with the Hartford 
Casualty Insurance Company.  
 

General Liability:  
Each Occurrence $   1,000,000 
Aggregate Limit $   2,000,000 
Products-Completed Operations Aggregate 
Limit 

$   2,000,000 

Medical Expense Limit – Any One 
Person/Occurrence 

$        15,000 

Damage to Rented Premises-Each 
Occurrence 

$      500,000 

Personal and Advertising Injury $   1,000,000 
Automotive Liability:  

Combined Single Limit $   1,000,000 
Building 3 $      118,000 
Business Personal Property $      300,000 
Excess/Umbrella Liability:  

Each Occurrence $   5,000,000 
Aggregate Limit $   5,000,000 

 
Settled claims have not exceeded this commercial coverage in any prior three years and there have been 
no significant reductions in insurance coverage from the prior year. 

 
NOTE 9 – PURCHASED SERVICES 
 
For the period July 1, 2016 through June 30, 2017, purchased service expenses were as follows:  

 

Purchased Services            Amount
Personnel Services $2,373,257
Professional Services 854,016
Food Service 295,820
Building Services 981,078
Student Services 22,885
Sponsor Services 84,816
Other 52,319

Total $4,664,191
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NOTE 10 – DEFINED BENEFIT PENSION PLANS 
  
Net Pension Liability - The net pension liability reported on the statement of net position represents a 
liability to employees for pensions. Pensions are a component of exchange transactions—between an 
employer and its employees—of salaries and benefits for employee services.  Pensions are provided to an 
employee—on a deferred-payment basis—as part of the total compensation package offered by an 
employer for employee services each financial period.  The obligation to sacrifice resources for pensions 
is a present obligation because it was created as a result of employment exchanges that already have 
occurred. 
 
The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   
 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which pensions are financed; however, the 
Academy does receive the benefit of employees’ services in exchange for compensation including 
pension.  
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State legislature.  Any resulting legislative change to benefits or funding could 
significantly affect the net pension liability.  Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability 
on the accrual basis of accounting.  Any liability for the contractually-required pension contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   
 
School Employees Retirement System (SERS) 
 
Plan Description – Academy non-teaching employees participate in SERS, a cost-sharing multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability and 
survivor benefits, annual cost-of-living adjustments, and death benefits to plan members and 
beneficiaries.  Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  
SERS issues a publicly available, stand-alone financial report that includes financial statements, required 
supplementary information and detailed information about SERS’ fiduciary net position.  That report can 
be obtained by visiting the SERS website at www.ohsers.org under Employers/Audit Resources. 
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
School Employees Retirement System (SERS) – continued 
 
Age and service requirements for retirement are as follows: 
 

 
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
One year after an effective benefit date, a benefit recipient is entitled to a three percent cost-of-living 
adjustment (COLA).  This same COLA is added each year to the base benefit amount on the anniversary 
date of the benefit. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the Academy is required to contribute 14 percent of annual covered payroll.  The contribution 
requirements of plan members and employers are established and may be amended by the SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent for 
employers.  The Retirement Board, acting with the advice of the actuary, allocates the employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B 
Fund, and Health Care Fund).  For the fiscal year ended June 30, 2017, the allocation to pension, death 
benefits, and Medicare B was 14 percent.  SERS did not allocate any employer contributions to the Health 
Care Fund for fiscal year 2017. 
 
The Academy’s contractually required contribution to SERS was $67,917 for fiscal year 2017. 
 
State Teachers Retirement System (STRS) 
 
Plan Description – Academy licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
 
 

Eligible to Retire before Eligible to Retire on or after
August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
State Teachers Retirement System (STRS) - continued 
 
(DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307.  The DB 
plan offers an annual retirement allowance based on final average salary multiplied by a percentage that 
varies based on years of service.  Effective August 1, 2015, the calculation was 2.2 percent of final average 
salary for the five highest years of earnings multiplied by all years of service. Members are eligible to retire 
at age 60 with five years of qualifying service credit, or at age 55 with 26 years of service, or 31 years of 
service regardless of age.  Eligibility changes will be phased in until August 1, 2026, when retirement 
eligibility for unreduced benefits will be five years of service credit and age 65, or 35 years of service credit 
and at least age 60. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination 
of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
Member contributions to the DC Plan are allocated among investment choices by the member, and 
contributions to the DB Plan from the employer and the member are used to fund the defined benefit 
payment at a reduced level from the regular DB Plan. The defined benefit portion of the Combined Plan 
payment is payable to a member on or after age 60 with five years of service. The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity 
after termination of employment at age 50 or later. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another STRS plan.  The optional annuitization of a member’s defined contribution account or the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of investment gain or loss on the account.  STRS has therefore included all three plan 
options as one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance. 
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
State Teachers Retirement System (STRS) – continued 
 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2017, plan members were required to contribute 14 percent of their annual covered salary. The 
Academy was required to contribute 14 percent; the entire 14 percent was the portion used to fund 
pension obligations.  The fiscal year 2017 contribution rates were equal to the statutory maximum rates. 

 

The Academy’s contractually required contribution to STRS was $220,544 for fiscal year 2017.  
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 

Related to Pensions - The net pension liability was measured as of June 30, 2016, and the total pension 
liability used to calculate the net pension liability was determined by an independent actuarial valuation 
as of that date. The Academy's employer allocation percentage of the net pension liability was based on 
the employer’s share of employer contributions in the pension plan relative to the total employer 
contributions of all participating employers. Following is information related to the proportionate share 
and pension expense: 
 

STRS SERS Total
Proportionate Share of the Net 
  Pension Liability $4,292,790 $1,346,593 $5,639,383
Proportion of the Net Pension Liability:
   Current Measurement Date 0.0128463% 0.01839840%
   Prior Measurement Date 0.01179025% 0.03123660%
Change in Proportionate Share 0.00103438% -0.01283820%

Pension Expense $313,140 ($301,744) $11,396
 

 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, changes in assumptions and changes in the Academy’s proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods. The difference between projected and actual investment 
earnings is recognized in pension expense using a straight-line method over a five-year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight-line method. Employer 
contributions to the pension plan subsequent to the measurement date are also required to be reported 
as a deferred outflow of resources.  
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
At June 30, 2017, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources: 

STRS SERS Total
Deferred Outflows of Resources

Differences between expected and
  actual experience 173,448$  18,164$    191,612$     
Net difference between projected and
  actual earnings on pension plan investments 356,417 111,074 467,491
Changes of assumptions - 89,892 89,892

Change in proportion and differences between - - -
Academy contributions and proportionate 
Share of contributions 234,721    - 234,721       
Academy contributions subsequent to the 
  measurement date 220,544    67,917 288,461

Total Deferred Outflows of Resources 985,130$  287,047$  1,272,177$  

Deferred Inflows of Resources

Changes in proportion and differences between
 Academy contributions and proportionate
 Share of contributions 114,843$  908,383$  1,023,226$  

 
$288,461 reported as deferred outflows of resources related to pension resulting from Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2018.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to pension will be recognized in pension expense as follows: 
 

STRS SERS Total
Fiscal Year Ending June 30:

2018 104,294$    (316,160)$  (211,866)$   
2019 104,293 (316,241) (211,948)
2020 241,058 (88,783) 152,275
2021 200,098 31,931 232,029

Total $649,743 ($689,253) ($39,510)
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – SERS - SERS’ total pension liability was determined by their actuaries in accordance 
with GASB Statement No. 67, as part of their annual actuarial valuation for each defined benefit 
retirement plan.  Actuarial valuations of an ongoing plan involve estimates of the value of reported 
amounts (e.g., salaries, credited service) and assumptions about the probability of occurrence of events 
far into the future (e.g., mortality, disabilities, retirements, employment termination).  Actuarially 
determined amounts are subject to continual review and potential modifications, as actual results are 
compared with past expectations and new estimates are made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point.  The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant.  In many cases actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2016, are presented below: 
 

Wage Inflation 3.00 percent

Future Salary Increases, including inflation 3.50 percent to 18.20 percent

COLA  or Ad Hoc COLA 3.00 percent

Investment Rate of Return 7.50 percent net of investments expense, including inflation

Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)

 
 

Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection and a five-year age set-back for both males and females.  Mortality among 
service retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection with Scale BB, 120 percent of male rates and 110 percent of female rates.  
Mortality among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 percent 
for male rates and 100 percent for female rates, set back five years is used for the period after disability 
retirement.  
 
The actuarial assumptions used in the June 30, 2016 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, payroll 
growth assumption and assumed real wage growth were reduced in the June 30, 2016 actuarial valuation.  
The rates of withdrawal, retirement and disability updated to reflect recent experience and mortality rates 
were also updated. 
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – SERS (continued) 
 
The long-term return expectation for the Pension Plan Investments has been determined by using a 
building-block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating an arithmetic weighted average of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the expected return from rebalancing uncorrelated asset classes. The target allocation and best estimates 
of arithmetic real rates of return for each major assets class are summarized in the following table: 
 

 
 

Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute.  Projected inflows from investment earnings were calculated using the long-term assumed 
investment rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of projected 
benefits to determine the total pension liability.   
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate - Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential 
impact the following table presents the Academy’s proportionate share of the net pension liability 
calculated using the discount rate of 7.50 percent, as well as what each plan’s net pension liability would 
be if it were calculated using a discount rate that is one percentage point lower (6.50 percent), or one 
percentage point higher (8.50 percent) than the current rate. 
 

 
 
 
 
 

Attachment 26: Audited Financial Statements Page 1844



COLUMBUS ARTS & TECHNOLOGY ACADEMY - FRANKLIN COUNTY, OHIO 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2017 
 

28 
 

NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – SERS (continued) 

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

Academy's proportionate share

  of the net pension liability $1,782,805 $1,346,593 $981,465

 
 
Actuarial Assumptions – STRS  
 
The total pension liability in the June 30, 2016, actuarial valuation was determined using the following 
actuarial assumptions, applied to all periods included in the measurement:  

  

 
Mortality rates were based on the RP-2000 Combined Mortality Table (Projection 2022—Scale AA) for 
Males and Females.  Males’ ages are set-back two years through age 89 and no set-back for age 90 and 
above.  Females younger than age 80 are set back four years, one year set back from age 80 through 89 
and no set back from age 90 and above.   
 
Actuarial assumptions used in the June 30, 2016 valuation are based on the results of an actuarial 
experience study, effective July 1, 2012. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – STRS-(Continued) 
 
*10-year annualized geometric nominal returns, which include the real rate of return and inflation of 2.50 
percent and does not include investment expenses. The total fund long-term expected return reflects 
diversification among the asset classes and therefore is not a weighted average return of the individual 
asset classes.  

 
Discount Rate The discount rate used to measure the total pension liability was 7.75 percent as of June 
30, 2016. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate increases 
described above. For this purpose, only employer contributions that are intended to fund benefits of 
current plan members and their beneficiaries are included.  Projected employer contributions that are 
intended to fund the service costs of future plan members and their beneficiaries, as well as projected 
contributions from future plan members, are not included.  Based on those assumptions, STRS’ fiduciary 
net position was projected to be available to make all projected future benefit payments to current plan 
members as of June 30, 2016.  Therefore, the long-term expected rate of return on pension plan 
investments of 7.75 percent was applied to all periods of projected benefit payment to determine the 
total pension liability as of June 30, 2016. 
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate - The following table presents the Academy's proportionate share of the net pension liability as of 
June 30, 2016, calculated using the current period discount rate assumption of 7.75 percent, as well as 
what the Academy's proportionate share of the net pension liability would be if it were calculated using a 
discount rate that is one-percentage-point lower (6.75 percent) or one-percentage-point higher (8.75 
percent) than the current rate: 

Current

1% Decrease Discount Rate 1% Increase

(6.75%) (7.75%) (8.75%)

Academy's proportionate share

  of the net pension liability $5,704,769 $4,292,790 $3,101,703

 
 
Changes Between Measurement Date and Report Date - In March 2017, the STRS Board adopted certain 
assumption changes which will impact their annual actuarial valuation prepared as of June 30, 2017.  The 
most significant change is a reduction in the discount rate from 7.75 percent to 7.45 percent.  In April 
2017, the STRS Board voted to suspend cost of living adjustments granted on or after July 1, 
2017.  Although the exact amount of these changes is not known, the overall decrease to Academy’s net 
pension liability is expected to be significant.  
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NOTE 11 – POSTEMPLOYMENT BENEFITS 
 
School Employees Retirement System (SERS) 
 
Health Care Plan Description - The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non-certificated retirees and their beneficiaries.  For GASB 45 purposes, this plan is considered a 
cost-sharing, multiple-employer, defined benefit other postemployment benefit (OPEB) plan.  The Health 
Care Plan includes hospitalization and physicians’ fees through several types of plans including HMO’s, 
PPO’s, Medicare Advantage, and traditional indemnity plans as well as a prescription drug program. The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Health care is financed through a combination of employer contributions and 
retiree premiums, copays and deductibles on covered health care expenses, investment returns, and any 
funds received as a result of SERS’ participation in Medicare programs. Active employee members do not 
contribute to the Health Care Plan.  Retirees and their beneficiaries are required to pay a health care 
premium that varies depending on the plan selected, the  number of qualified years of service, Medicare 
eligibility and retirement status. 
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required basic benefits, the Retirement Board 
allocates the remainder of the employer contribution of 14 percent of covered payroll to the Health Care 
Fund. For fiscal year 2017, SERS did not allocate any employer contributions to the Health Care fund.   In 
addition, employers pay a surcharge for employees earning less than an actuarially determined minimum 
compensation amount, pro-rated according to service credit earned. For fiscal year 2017, this amount was 
$23,500.  Statutes provide that no employer shall pay a health care surcharge greater than 2 percent of 
that employer’s SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the 
total statewide SERS-covered payroll for the health care surcharge. For fiscal year 2017, the Academy’s 
surcharge obligation was $9,157. 
 
For fiscal years 2016 and 2017, SERS did not allocate employer contributions to the Health Care fund.  The 
Academy’s contributions for health care for the fiscal year ended June 30, 2015, was $7,711. The full 
amount has been contributed for fiscal year 2015. 
 
School Teachers Retirement Systems (STRS) 

 
Plan Description – The Academy participates in the cost-sharing multiple-employer defined benefit Health 
Plan administered by the State Teachers Retirement System of Ohio (STRS) for eligible retirees who 
participated in the defined benefit or combined pension plans offered by STRS.  Ohio law authorizes STRS 
to offer this plan.  Benefits include hospitalization, physicians’ fees, prescription drugs and reimbursement 
of monthly Medicare Part B premiums.  The Plan is included in the report of STRS which can be obtained 
by visiting www.strsoh.org or by calling (888) 227-7877. 
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 
State Teachers Retirement System (STRS) – continued 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS Ohio to offer the Plan and gives the 
Retirement Board authority over how much, if any, of the health care costs will be absorbed by STRS.  
Active employee members do not contribute to the Health Care Plan.  All benefit recipients, for the most 
recent year, pay a monthly premium.  Under Ohio law, funding for post-employment health care may be 
deducted from employer contributions.  For fiscal years 2017, 2016 and 2015, STRS did not allocate any 
employer contributions to post-employment health care; therefore, the Academy did not contribute to 
health care in the last three fiscal years. 
 

NOTE 12 - CONTINGENCIES 
 
Grants - The Academy received financial assistance from federal and state agencies in the form of grants.  
The disbursement of funds received under these programs generally requires compliance with terms and 
conditions specified in the grant agreements and are subject to audit by the grantor agencies.  Any 
disallowed claims resulting from such audits could become a liability of the Academy.  However, in the 
opinion of management, any such disallowed claims will not have a material adverse effect on the overall 
financial position of the Academy at June 30, 2017. 
 
Litigation - There are currently no matters in litigation with the Academy as defendant. 
 
Full-Time Equivalency - Academy foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  

 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE did not perform such a review on the Academy for fiscal year 2017.  
 
As of the date of this report, additional ODE adjustments for fiscal year 2017 are not finalized.  As a result, 
the impact of future FTE adjustments on the fiscal year 2017 financial statements is not determinable, at 
this time. Management believes this may result in either an additional receivable to, or a liability of, the 
Academy. 
 
In addition, the Academy’s contracts with their Sponsor and Management Company require payment 
based on revenues received from the State.  As discussed above, additional FTE adjustments for fiscal year 
2017 are not finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 2017 
financial statements, related to additional reconciliation necessary with these contracts, is not 
determinable.  Management believes this may result in either an additional receivable to, or liability of, 
the Academy.   
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NOTE 13 – BUILDING LEASES 
 
The Academy has entered into a lease for the period from July 1, 2004 through November 30, 2019 with 
ECE Company, LLC a wholly owned subsidiary of Mosaica Education, Inc., a related party (see Note 15), 
for the use of the main building and grounds as a school facility. On July 30, 2014, the Academy entered 
into a lease with Spirit Master Funding II, LLC, for an initial term of 10 years. Initial base rent for fiscal 2015 
was $802,000. The lease contains no adjustment agreement. Under the lease agreement, the Academy is 
responsible for paying all utilities, maintenance and repairs, and applicable property taxes. Rent payments 
totaled $802,000 in 2017. 
 
 
 
 
 
 
 
 
 
 
 
 
 

NOTE 14 - SPONSOR 
 
The Academy was approved for operation under a contract with the Ohio Council of Community Schools 
(the Sponsor) through June 30, 2018. As part of this contract, the Sponsor is entitled to a maximum of 2% 
of foundation revenues. Total amount due and paid for fiscal year 2017 was $84,816. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Fiscal Year Ending 
June 30  Amount 

2018   $         802,000  

2019             802,000  

2020             802,000  

2021             802,000  

2022             802,000  

2023-2024          1,604,000               

Total minimum lease 
payments  $      5,614,000  
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NOTE 15 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES 
 
The Academy entered into an agreement with Accel Schools, a management company, to provide legal, 
financial, and other management support services for fiscal year 2017. The agreement was for a period of 
five years beginning July 1, 2015. Management fees are calculated as 12.5% of the Academy’s State 
Revenue, plus $20,000 for managing Federal Funds. The total amount due from the Academy for the fiscal 
year ending June 30, 2017 was $530,037 and is included under “Purchased Services” on the Statement of 
Revenues, Expenses and Changes in Net Position. 
 
Also per the management agreement there are expenses that will be billed to the Academy based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of Accel employees working 
in at the Academy and other costs related to providing education and administrative services. The total 
amount billed to the Academy inclusive of management fees during fiscal year 2017 was $3,280,588. 
 
The following table is a summary of the management company expenses during fiscal year 2017: 
 

 
 
Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro-rated based on 
full time equivalent (FTE) head count as of June 30, 2017 by each school it manages.  
 

NOTE 16 – MANAGEMENT’S PLAN 
 

For fiscal year 2017, the Academy had a net position deficit of $(11,584,312). The Academy’s net deficit 
in fiscal year 2017 was an improvement from the $(11,912,279) net deficit in fiscal 2016. Enrollment 
increased in fiscal year 2017 to 569, up from 532 in fiscal year 2016.  The Academy’s ability to maintain a 
stable administrative and instructional team along with active advertising via print, radio, mailings and 
through referrals of current parents is anticipated to help produce the likelihood of future enrollment 
growth leading to surpluses and provide an opportunity for the school to recover from its prior deficits. 
 

Regular 

Instruction

(1100 Function 

Codes)

Special 

Instruction

(1200 Function 

Codes)

Support Services

(2000 Function 

Codes)

Total

1100 1200 2000

Direct Expenses: 

Salaries & Wages (100 Object Codes) 100 1,488,945$           128,309$              353,390$              1,970,644$           

Employees’ Benefits (200 Object Codes) 200 483,699$              34,096$                84,080$                601,875$              

Professional & Technical Services (410 Object Codes) 410 26,473$                26,473$                

Communications (440 Object Codes) 440 1,520$                  1,520$                  

Other Supplies (510 Object Codes) 510 37,178$                8,655$                  45,833$                

Total Direct Expenses 2,009,822$           162,405$              474,119$              2,646,346$           

Indirect Expenses:  

Overhead 67,434$                67,434$                

  

Total Expenses 2,009,822$           162,405$              541,552$              2,713,779$           
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2017 2016 2015 2014

Academy's Proportion of the Net Pension Liability 0.01839840% 0.03123660% 0.04331100% 0.04331100%

Academy's Proportionate Share of the Net Pension Liability 1,346,593$    1,782,391$    2,191,945$    2,575,566$   

Academy's Covered Payroll 571,386$      940,387$      1,075,931$    245,773$      

Academy's Proportionate Share of the Net Pension Liability 235.67% 189.54% 203.73% 1047.95%
as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 62.98% 69.16% 71.70% 65.52%
Total Pension Liability

(1) Information prior to 2014 is not available

The amounts presented for each fiscal year were determined as of the measurement date.

School Employees Retirement System (SERS)

Changes of Benefit Terms: None. 

· Discount rate from 7.75% to 7.50%
· Assumed rate of inflation from 3.25% to 3.00%
· Payroll growth assumption from 4.00% to 3.50%
· Assumed real wage growth from 0.75% to 0.50%

Notes:

Changes of Assumptions: Amounts reported in 2017 reflect an adjustment of the rates of withdrawal, retirement 
and disability to more closely reflect actual experience and the expectation of retired life mortality was based on RP-
2014 Blue Collar Mortality Tables and RP-2000 Disabled Mortality Table. The following reductions were also made 
to the actuarial assumptions:
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2017 2016 2015 2014

Academy's Proportion of the Net Pension Liability 0.01282463% 0.01179025% 0.01245975% 0.01245975%

Academy's Proportionate Share of the Net Pension Liability 4,292,790$    3,258,480$   3,030,645$    3,610,081$    

Academy's Covered Payroll 1,349,400$    1,230,114$   1,579,200$    1,383,277$    

Academy's Proportionate Share of the Net Pension Liability 318.13% 264.89% 191.91% 260.98%
as a Percentage of its Covered-Employee Payroll

Plan Fiduciary Net Position as a Percentage of the 66.80% 72.10% 74.70% 69.30%
Total Pension Liability

(1) Information prior to 2014 is not available.

The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.
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2017 2016 2015 2014 2013

Contractually Required Contribution 67,917$   79,994$    123,943$   149,124$     34,015$     

Contributions in Relation to the Contractually 
Required Contribution (67,917)$  (79,994)$   (123,943)$  (149,124)$    (34,015)$    

Contribution Deficiency (Excess) -$        -$         -$          -$            -$           

Academy's Covered Payroll 485,121$ 571,386$  940,387$   1,075,931$   245,773$    

Contributions as a Percentage of
Covered Payroll 14.00% 14.00% 13.18% 13.86% 13.84%

2012 2011 2010 2009 2008

Contractually Required Contribution 32,101$       28,021$    33,295$       33,762$       38,176$     

Contributions in Relation to the Contractually 
Required Contribution (32,101)$      (28,021)$   (33,295)$      (33,762)$      (38,176)$    

Contribution Deficiency (Excess) -$            -$          -$             -$            -$           

Academy's Covered Payroll 238,669$     222,920$   245,901$      343,110$     388,758$    

Contributions as a Percentage of
Covered Payroll 13.45% 12.57% 13.54% 9.84% 9.82%
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2017 2016 2015 2014 2013

Contractually Required Contribution 220,544$    188,916$     172,216$     205,296$     179,826$     

Contributions in Relation to the Contractually 
Required Contribution (220,544)$   (188,916)$    (172,216)$    (205,296)$    (179,826)$    

Contribution Deficiency (Excess) -$           -$            -$            -$            -$            

Academy's Covered Payroll 1,575,314$ 1,349,400$  1,230,114$  1,579,200$  1,383,277$  

Contributions as a Percentage of
Covered Payroll 14.00% 14.00% 14.00% 13.00% 13.00%

 
 
 

2012 2011 2010 2009 2008

Contractually Required Contribution 172,243$     193,341$     192,792$     185,612$     199,322$     

Contributions in Relation to the Contractually 
Required Contribution (172,243)$    (193,341)$    (192,792)$    (185,612)$    (199,322)$    

Contribution Deficiency (Excess) -$            -$            -$            -$            -$            

Academy's Covered Payroll 1,324,946$  1,487,238$  1,483,015$  1,427,785$  1,533,246$  

Contributions as a Percentage of
Covered Payroll 13.00% 13.00% 13.00% 13.00% 13.00%
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December 26, 2017 
 
To the Board of Directors 
Columbus Arts and Technology Academy 
Franklin County, Ohio 
2255 Kimberly Parkway East 
Columbus, Ohio  43232 

 
 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
 
We have audited, in accordance with auditing standards generally accepted in the United States of America and 
the standards applicable to the financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the Columbus Arts and Technology 
Academy, Franklin County, Ohio (the “Academy”) as of and for the year ended June 30, 2017, and the related 
notes to the financial statements, which collectively comprise the Academy’s basic financial statements, and have 
issued our report thereon dated December 26, 2017, in which we noted the Academy has suffered recurring losses 
from operations and has a net position deficiency of $11,584,312, including effect of net pension liability and 
related accruals totaling $5,390,432, that raises substantial doubt about its ability to continue as a going concern. 
 
Internal Control over Financial Reporting 
In planning and performing our audit of the financial statements, we considered the Academy’s internal control 
over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of the Academy's internal control. Accordingly, we do not express an 
opinion on the effectiveness of the Academy’s internal control. 

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

Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified.  
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Columbus Arts and Technology Academy  
Independent Auditor’s Report on Internal Control over Financial Reporting  
   and on Compliance and Other Matters Based on an Audit of  
   Financial Statements Performed in Accordance with  

Government Auditing Standards 

Page 2 of 2 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Academy's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of 
our tests disclosed no instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards.  
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the Academy's internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the Academy's internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 

 
 
 
 

Cambridge, Ohio 
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December 26, 2017 
 
To the Board of Directors 
Columbus Arts and Technology Academy 
Franklin County, Ohio 
2255 Kimberly Parkway East 
Columbus, Ohio 43232 

 
Independent Auditor’s Report on Compliance for Each Major Federal  

Program and Report on Internal Control over Compliance  
Required by the Uniform Guidance 

 
Report on Compliance for Each Major Federal Program 
 
We have audited the Columbus Arts and Technology Academy’s, Franklin County, Ohio (the 
“Academy”) compliance with the types of compliance requirements described in the OMB Compliance 
Supplement that could have a direct and material effect on each of the Academy’s major federal programs 
for the year ended June 30, 2017. The Academy’s major federal programs are identified in the summary 
of auditor’s results section of the accompanying schedule of findings and questioned costs. 
 
Management’s Responsibility 
 
Management is responsible for compliance with federal statutes, regulations, and the terms and conditions 
of its federal awards applicable to its federal programs. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on compliance for each of the Academy’s major federal 
programs based on our audit of the types of compliance requirements referred to above. We conducted 
our audit of compliance in accordance with auditing standards generally accepted in the United States of 
America; the standards applicable to financial audits contained in Government Auditing Standards, issued 
by the Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of 
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit 
Requirements for Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance 
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance 
with the types of compliance requirements referred to above that could have a direct and material effect 
on a major federal program occurred. An audit includes examining, on a test basis, evidence about the 
Academy’s compliance with those requirements and performing such other procedures as we considered 
necessary in the circumstances. 
 
We believe that our audit provides a reasonable basis for our opinion on compliance for each major 
federal program. However, our audit does not provide a legal determination of the Academy’s 
compliance. 
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Columbus Arts and Technology Academy 
Independent Auditor’s Report on Compliance for Each Major Federal Program and 

Report on Internal Control over Required by the Uniform Guidance 
Page 2 of 2 
 
Opinion on Each Major Federal Program 
 
In our opinion, the Academy complied, in all material respects, with the types of compliance requirements 
referred to above that could have a direct and material effect on each of its major federal programs for the 
year ended June 30, 2017. 
 
Report on Internal Control over Compliance 
 
Management of the Academy is responsible for establishing and maintaining effective internal control 
over compliance with the types of compliance requirements referred to above. In planning and performing 
our audit of compliance, we considered the Academy’s internal control over compliance with the types of 
requirements that could have a direct and material effect on each major federal program to determine the 
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on 
compliance for each major federal program and to test and report on internal control over compliance in 
accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on the 
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the 
effectiveness of the Academy’s internal control over compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a 
federal program on a timely basis. A material weakness in internal control over compliance is a 
deficiency, or combination of deficiencies, in internal control over compliance, such that there is a 
reasonable possibility that material noncompliance with a type of compliance requirement of a federal 
program will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in 
internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over 
compliance with a type of compliance requirement of a federal program that is less severe than a material 
weakness in internal control over compliance, yet important enough to merit attention by those charged 
with governance. 
 
Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over 
compliance that might be material weaknesses or significant deficiencies. We did not identify any 
deficiencies in internal control over compliance that we consider to be material weaknesses. However, 
material weaknesses may exist that have not been identified. 
 
The purpose of this report on internal control over compliance is solely to describe the scope of our 
testing of internal control over compliance and the results of that testing based on the requirements of the 
Uniform Guidance. Accordingly, this report is not suitable for any other purpose. 
 

 
 
 

Cambridge, Ohio 
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CFDA # Grant Year Expenses
Total Provided to 

Subrecipients

U. S. Department of Education

Passed Through Ohio Department of Education:

Title I 84.010 2017 482,140$              -$                       

Special Education Cluster:
IDEA Part B 84.027 2017 102,427                 -                         

Total Special Education Cluster 102,427                 -                         

Title II-A Improving Teacher Quality 84.367 2017 100,527                 -                         

Total U.S. Department of Education 685,094                 -                         

U. S. Department of Agriculture

Passed Through the Ohio Department of Education:

Child Nutrition Cluster:
Cash Assistance:

School Breakfast Program 10.553 2017 84,314                   -                         
National School Lunch Program 10.555 2017 253,938                 -                         
Total Child Nutrition Cluster 338,252                 -                         

Total U.S. Department of Agriculture 338,252                 -                         

TOTAL FEDERAL FINANCIAL ASSISTANCE 1,023,346$           -$                       

COLUMBUS ARTS AND TECHNOLOGY ACADEMY
FRANKLIN COUNTY, OHIO

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2017

Federal Grantor/ Pass-Through Grantor/ Program Title

The accompanying notes are an integral part of this schedule.
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NOTE A - BASIS OF PRESENTATION

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

NOTE C - TRANSFERS

CFDA Number / Grant Title Grant Year Transfer Out Transfer In
84.010 Title I 2016 68,050$                 
84.010 Title I 2017 68,050$                 
84.367 Title II-A Improving Teacher Quality 2016 28,805                   
84.367 Title II-A Improving Teacher Quality 2017 28,805                   

96,855$                 96,855$                 

NOTE D - CHILD NUTRITION CLUSTER

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2017

The accompanying Schedule of Expenditures of Federal Awards (the Schedule) includes the federal award activity of Columbus Arts and Technology
Academy, Franklin County, Ohio (the Academy) under programs of the federal government for the year ended June 30, 2017. The information on
this Schedule is prepared in accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Because the Schedule presents only a selected
portion of the operations of the Academy, it is not intended to and does not present the financial position, changes in net position, or cash flows of the
Academy. 

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures are recognized following the cost principles
contained in the Uniform Guidance, wherein certain types of expenditures may or may not be allowable or may be limited as to reimbursement. The
Academy has elected not to use the 10-percent de minimus indirect cost rate as allowed under the Uniform Guidance.

2 CFR 200.510(B)(6)

The Academy commingles cash receipts from the U.S. Department of Agriculture with similar State Grants. When reporting expenditures on this
Schedule, the Academy assumes it expends federal monies first. 

The Academy generally must spend Federal assistance within 15 months of receipt. However, with Ohio Department of Education (ODE) approval,
an Academy can transfer (carryover) unspent Federal assistance to the succeeding year, thus allowing the Academy a total of 27 months to spend the
assistance. During fiscal year 2017, the ODE authorized the following transfers:

COLUMBUS ARTS AND TECHNOLOGY ACADEMY
FRANKLIN COUNTY, OHIO
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COLUMBUS ARTS AND TECHNOLOGY ACADEMY 
FRANKLIN COUNTY, OHIO 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
2 CFR §200.515 
JUNE 30, 2017 

 

1.  SUMMARY OF AUDITOR'S RESULTS 

 

(d) (1) (i) 
 

Type of Financial Statement 
Opinion 

Unmodified 
 

(d) (1) (ii) 
 

Were there any material weaknesses in 
internal control reported at the financial 
statement level (GAGAS)? 

 
No 
 

(d) (1) (ii) 
 

Were there any significant deficiencies in 
internal control reported at the financial 
statement level (GAGAS)? 

 
No 
 

(d) (1) (iii) 
 

Was there any reported material 
noncompliance at the financial statement 
level (GAGAS)? 

 
No 
 

(d) (1) (iv) 
 

Were there any material weaknesses in 
internal control reported for major federal 
programs? 

 
No 
 

(d) (1) (iv) 
 

Were there any significant deficiencies in 
internal control reported for major federal 
programs? 

 
No 
 

(d) (1) (v) 
 

Type of Major Programs’ Compliance 
Opinion 

 
Unmodified 

(d) (1) (vi) 
 

Are there any reportable findings under 2 
CFR § 200.516(a)? 

 
No 
 

(d) (1) (vii) 
 
 

Major Programs (list): 
 
Title I 

 
 
CFDA # 84.010 
 

(d) (1) (viii) 
Dollar Threshold: Type A/B Programs Type A: > $750,000 

Type B: All others 

(d) (1) (ix) Low Risk Auditee under 2 CFR §200.520? No 

 
 

2.   FINDINGS RELATED TO THE FINANCIAL STATEMENTS 
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS 

   
None were noted. 
 

3.   FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS 

 
None were noted. 
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Phone:		614‐466‐4514	or	800‐282‐0370										Fax:		614‐466‐4490	

www.ohioauditor.gov	

 
 

  
COLUMBUS ARTS AND TECH ACADEMY 
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CLERK’S CERTIFICATION 
This is a true and correct copy of the report which is required to be filed in the Office of the 
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio. 

 
 
 
 
 
 

 
 

CLERK OF THE BUREAU 
 
CERTIFIED 
MARCH 22, 2018 
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         Efficient         Effective         Transparent 

 

 
 
 
Board of Education 
Columbus Bilingual Academy North 
3360 Kohr Blvd. 
Columbus, Ohio 43224 
 
 
We have reviewed the Independent Auditor’s Report of Columbus Bilingual Academy North, 
Franklin County, prepared by Rea & Associates, Inc., for the audit period July 1, 2018 through 
June 30, 2019.  Based upon this review, we have accepted these reports in lieu of the audit 
required by Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying 
financial statements and, accordingly, we are unable to express, and do not express an opinion on 
them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  Columbus Bilingual Academy North is responsible 
for compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
November 12, 2020 
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December 18, 2019 
 
To the Board of Directors 
Columbus Bilingual Academy North 
3360 Kohr Blvd. 
Columbus, OH 43224 
 

Independent Auditor's Report 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Columbus Bilingual Academy North, Franklin 
County, Ohio, (the “School”) as of and for the year ended June 30, 2019, and the related notes to the financial 
statements, which collectively comprise the School’s basic financial statements as listed in the table of 
contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in accordance 
with accounting principles generally accepted in the United States of America; this includes the design, 
implementation, and maintenance of internal control relevant to the preparation and fair presentation of 
financial statements that are free from material misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our 
audit in accordance with auditing standards generally accepted in the United States of America and the 
standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of 
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those 
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation 
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not 
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we 
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and 
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 

Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of Columbus Bilingual Academy North, Franklin County, Ohio, as of June 30, 2019, and the changes 
in its financial position and its cash flows for the year then ended in accordance with accounting principles 
generally accepted in the United States of America. 
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Columbus Bilingual Academy North 
Independent Auditor’s Report 
Page 2 of 2 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the School's Proportionate Share of the Net Pension Liability, Schedule 
of School Contributions-Pension, Schedule of the School’s Proportionate Share of the Net OPEB 
Asset/Liability, and the Schedule of School Contributions - OPEB as listed in the table of contents, be 
presented to supplement the basic financial statements. Such information, although not a part of the basic 
financial statements, is required by the Governmental Accounting Standards Board who considers it to be an 
essential part of financial reporting for placing the basic financial statements in an appropriate operational, 
economic, or historical context. We have applied certain limited procedures to the required supplementary 
information in accordance with auditing standards generally accepted in the United States of America, which 
consisted of inquiries of management about the methods of preparing the information and comparing the 
information for consistency with management’s responses to our inquiries, the basic financial statements, and 
other knowledge we obtained during our audit of the basic financial statements. We do not express an opinion 
or provide any assurance on the information because the limited procedures do not provide us with sufficient 
evidence to express an opinion or provide any assurance. 
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated December 18, 2019 
on our consideration of the School’s internal control over financial reporting and on our tests of its compliance 
with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of 
that report is solely to describe the scope of our testing of internal control over financial reporting and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the School’s 
internal control over financial reporting or on compliance. That report is an integral part of an audit performed 
in accordance with Government Auditing Standards in considering the School’s internal control over financial 
reporting and compliance. 

 
Dublin, Ohio 
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The discussion and analysis of the Columbus Bilingual Academy North (the School) financial performance 
provides an overall review of the School’s financial activities for the fiscal year ended June 30, 2019. The 
intent of this discussion and analysis is to look at the School’s’ financial performance as a whole; readers 
should also review the basic financial statements and notes to the basic financial statements to enhance 
their understanding of the School’s financial performance.  
 
The Management’s Discussion and Analysis (MD&A) is an element of the new reporting model adopted 
by  the  Governmental  Accounting  Standards  Board  (GASB)  in  their  Statement  No.  34  Basic  Financial 
Statements  –  and Management’s Discussion and Analysis  –  for  State  and  Local Governments.  Certain 
comparative  information  between  the  current  fiscal  year  and  the  prior  fiscal  year  is  required  to  be 
presented in the MD&A.  

FINANCIAL HIGHLIGHTS 
 
Key Financial Highlights for the School for the 2018‐19 school year are as follows:  

 Total Assets decreased $999,942. 

 Total Liabilities decreased $1,547,806.   

 Total Net Position decreased $296,815.  

 Total  Operating  and  Non‐Operating  revenues  were  $3,264,227.  Total  Operating  and  Non‐
Operating expenses were $3,561,042. 
 

USING THIS ANNUAL REPORT 
  
This report consists of three parts: the required supplemental information, the basic financial statements, 
and notes  to those statements.   The basic  financial statements  include a Statement of Net Position, a 
Statement of Revenues, Expenses and Changes in Net Position, and a Statement of Cash Flows.   

The Statement of Net Position and Statement of Revenues, Expenses, and Changes in Net Position reflect 
how the School did financially during fiscal year 2019.  These statements include all assets and deferred 
outflows of resources and liabilities and deferred inflows of resources using the accrual basis of accounting 
similar to the accounting used by most private‐sector companies. This basis of accounting includes all of 
the current year revenues and expenses regardless of when cash is received or paid.  

These statements report the School’s Net Position and changes in net position. This change in Net Position 
is  important  because  it  tells  the  reader whether  the  financial  position of  the  School  has  improved or 
diminished. The causes of this change may be the result of many factors, some financial, some not. Non‐
financial factors include the School’s’ student enrollment, per‐pupil funding as determined by the State 
of Ohio, change in technology, required educational programs and other factors. 

The School uses enterprise presentation for all of its activities. 
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USING THIS ANNUAL REPORT (Continued) 
 
Statement of Net Position ‐ The Statement of Net Position answers the question of how the School did 
financially during 2019.  This statement includes all assets, deferred outflows of resources, liabilities, and 
deferred inflows of resources, both financial and capital, and short‐term and long‐term using the accrual 
basis of accounting and economic resource focus, which is similar to the accounting used by most private‐
sector companies.  This basis of accounting takes into account all revenues and expenses during the year, 
regardless of when the cash is received or paid.     
 
Table 1 provides a summary of the School’s Net Position for fiscal year 2019 compared to fiscal year 
2018. 

Assets

Current Assets  $                 761,701  $             1,780,782 

Noncurrent Assets                     109,442                                 ‐  

Capital Assets, Net                 1,801,487                  1,891,790 

     Total Assets                 2,672,630                  3,672,572 

Deferred Outflows of Resources                 1,612,867                  1,876,996 

        

Liabilities       

Current Liabilities                 1,054,207                     245,645 

NonCurrent Liabilities                 2,659,995                  5,016,363 

      Total Liabilties                 3,714,202                  5,262,008 

Deferred Inflows of Resources                 1,321,925                     741,375 

Net Position

Investment in Capital Assets                 1,384,389                        14,040 

Restricted for Debt Purposes                                 ‐                       650,000 

Unrestricted               (2,135,019)               (1,117,855)

      Total Net Position  $              (750,630)  $              (453,815)

 

Table 1

Statement of Net Position

2019 2018

 
The  School  has  adopted  GASB  Statement  68,  “Accounting  and  Financial  Reporting  for  Pensions—an 
Amendment of GASB Statement 27,” and GASB Statement 75, “Accounting and Financial Reporting for 
Postemployment  Benefits  Other  Than  Pensions,”  which  significantly  revises  accounting  for  costs  and 
liabilities related to other postemployment benefits (OPEB).  For reasons discussed below, many end users 
of this financial statement will gain a clearer understanding of the School’s actual financial condition by 
adding deferred inflows related to pension and OPEB, the net pension liability and the net OPEB liability 
to the reported net position and subtracting deferred outflows related to pension and OPEB and net OPEB 
asset. 
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USING THIS ANNUAL REPORT (Continued) 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports  prepared  in  accordance  with  generally  accepted  accounting  principles.    Prior  accounting  for 
pensions  (GASB  27)  and  postemployment  benefits  (GASB  45)  focused  on  a  funding  approach.    This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OBEP liability.  GASB 68 and GASB 75 
take an earnings approach to pension and OPEB accounting; however,  the nature of Ohio’s statewide 
pension/OPEB plans and state law governing those systems requires additional explanation in order to 
properly understand the information presented in these statements. 
 
GASB  68  and GASB  75  require  the  net  pension  liability  and  the  net  OPEB  asset/liability  to  equal  the 
School’s proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive    

employees’ past service  

2. Minus plan assets available to pay these benefits 

GASB  notes  that  pension  and  OPEB  obligations,  whether  funded  or  unfunded,  are  part  of  the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, 
and the promise of a future pension and other postemployment benefits.  GASB noted that the unfunded 
portion of this promise is a present obligation of the government, part of a bargained‐for benefit to the 
employee, and should accordingly be reported by the government as a liability since they received the 
benefit of  the exchange.   However,  the School  is not  responsible  for  certain  key  factors affecting  the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio Revised Code permits, but does not require the 
retirement  systems  to  provide  healthcare  to  eligible  benefit  recipients.    The  retirement  systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
 
The  employee  enters  the  employment  exchange with  the  knowledge  that  the  employer’s  promise  is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a specific, 
legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the 
unfunded  liability  of  the  pension/OPEB  plan  as  against  the  public  employer.    State  law  operates  to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the  employment  exchange  with  notice  as  to  the  law.    The  retirement  system  is  responsible  for  the 
administration of the pension and OPEB plans. 
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USING THIS ANNUAL REPORT (Continued) 
 
Most long‐term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time‐off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability.  As explained above, changes in benefits, 
contribution rates, and return on investments affect the balance of these liabilities, but are outside the 
control of the local government.  In the event that contributions, investment returns, and other changes 
are insufficient to keep up with required payments, State statute does not assign/identify the responsible 
party for the unfunded portion.  Due to the unique nature of how the net pension liability and the net 
OPEB liability are satisfied, these liabilities are separately identified within the long‐term liability section 
of the statement of net position. 
 
In  accordance  with  GASB  68  and  GASB  75,  the  School’s  statements  prepared  on  an  accrual  basis  of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB asset/liability, respectively, not accounted for 
as deferred inflows/outflows of resources.  
 
There was a significant change in net pension / OPEB liability / asset for the school.  The fluctuations are 
due  to changes  in  the actuarial  liabilities  / assets and  related accruals  that are passed  through  to  the 
school’s financial statements.  All components of pension and OPEB accruals contribute to the fluctuations 
in deferred inflows/outflows and net pension/OPEB liabilities/assets and are described in more detail in 
their respective notes. 
 
Current assets decreased based off a one‐time principal payment on the note payable.  Current liabilities 
increased  based  on  increases  in  advance  payable  to  charter  school  capital  and  due  within  one  year 
amounts being classified on the school’s loan payable.  

Attachment 26: Audited Financial Statements Page 1876



COLUMBUS BILINGUAL ACADEMY NORTH ‐ FRANKLIN COUNTY, OHIO 
 
MANAGEMENT’S DISCUSSION AND ANALYSIS  
FOR THE YEAR ENDED JUNE 30, 2019 ‐ UNAUDITED 

 

7 
 

USING THIS ANNUAL REPORT (Continued) 
 
Statement of Revenues, Expenses and Changes in Net Position ‐ Table 2 shows the change in Net Position 
for fiscal years 2019 and 2018, as well as a listing of revenues and expenses.   This change in Net Position 
is important because it tells the reader that, for the School as a whole, the financial position of the School 
has improved or diminished. The cause of this may be the result of many factors, some financial, some 
not.  Non‐financial factors include the current laws in Ohio restricting revenue growth, facility conditions, 
required educational programs and other factors. 
 

 

Operating Revenues

State Aid   $             2,566,003  $             2,335,330 

Other                       12,543                        10,969 

     Total Operating Revenues                 2,578,546                  2,346,299 

Operating Expenses       

Purchased Services                 3,151,349                  1,874,841 

Materials and Supplies                       86,936                     109,830 

Depreciation                     101,302                        98,015 

Other                       26,898                        31,877 

      Total Operating Expenses                 3,366,485                  2,114,563 

Operating Income (Loss)                   (787,939)                    231,736 

Non‐Operating Revenues/ (Expenses)

Federal Grants                     613,431                     708,782 

Other Grants                       72,250                                  0 

Loss on Disposal of Assets                                 ‐                      (338,067)

Interest Expense                   (194,557)                   (171,619)

      Total Revenues/ (Expenses)                     491,124                     199,096 

 

Change in Net Position  $              (296,815) $                 430,832 

Table 2

Change in Net Position

2019 2018

 
Increase in enrollment caused the increase in operating revenues and operating expenses in addition to 
fluctuations  caused by GASB 68/75 and  recording of  pension  expense which  is  included  in  purchased 
services based on the management agreement of the school.
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BUDGETING HIGHLIGHTS 
 
Unlike other public schools located in the State of Ohio, community schools are not required to follow 
budgetary provisions set forth in Ohio Rev. Code Chapter 5705 (with the exception section 5705.391 – 
Five Year Forecasts), unless specifically provided in the community school’s contract with its Sponsor. 

The contract between the School and its Sponsor does prescribe a budgetary process. The School must 
prepare and submit a detail budget for every fiscal year to the Board of Directors and its Sponsor.  The 
five‐year forecast is also submitted to the Ohio Department of Education, annually. 
 

CAPITAL ASSETS  

At fiscal year end, the School’s net capital asset balance was $1,801,487.   This balance represents total 
cost basis of $2,176,762, offset by total accumulated depreciation of $375,275.   For more information on 
capital assets, see Note 5 of the Basic Financial Statements. 

 
CURRENT FINANCIAL ISSUES 
 
The School  is a community School and  is  funded through the State of Ohio Foundation Program.  The 
School relies on this, as well as, State and Federal funds as its primary source of revenue.   In 2019, the 
State  raised  the  base  per  pupil  funding  to  $6,020,  which  is  up  from  $6,010  in  the  previous 
year.  Additionally, community schools in Ohio will be allocated a small amount of facilities funding which 
is also per pupil based.  This amount is projected to be $200 per pupil. 
 
The full‐time equivalent enrollment of the School for the year ended June 30, 2019 was 295 compared to 
a figure of 264 at the end of fiscal year 2018. 
 
Overall, the School will continue to provide learning opportunities and apply resources to best meet the 
needs of the students served.  
 

CONTACTING THE SCHOOL’S FINANCIAL MANAGEMENT 
 
This financial report is designed to provide our citizen’s, taxpayers, investors and creditors with a general 
overview of the School’s finances and to demonstrate accountability for the money it receives. If you have 
questions about this report or need additional information contact the School’s Fiscal Officer, C. David 
Massa, CPA, of Massa Financial Solutions, LLC, 2100 Morse Road, Columbus, Ohio 43224. 
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               COLUMBUS BILINGUAL ACADEMY NORTH ‐ FRANKLIN COUNTY, OHIO 

   
Statement of Net Position 

At June 30, 2019 

Assets:

Current Assets:

    Cash and Cash Equivalents 631,911$          

    Intergovernmental Receivable 61,539

    Other Assets 68,251

      Total Current Assets 761,701

Noncurrent Assets:

Net OPEB Asset 109,442

  Capital Assets, net of Accumulated Depreciation 1,801,487

      Total Noncurrent Assets 1,910,929

Total Assets 2,672,630         

Deferred Outflows of Resources:

    Pension 1,368,726         

    OPEB 244,141             

Total Deferred Outflows of Resources 1,612,867         

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 80,268               

    Accounts Payable, Related Party 177,144             

    Accrued Expenses 99,115               

    Current Portion of Long‐Term Debt 214,280             

    Advances Payable 483,400             

       Total Current Liabilities 1,054,207         

Noncurrent Liabilities:

  Net Pension Liabil ity 2,138,313

  Net OPEB Liabil ity 318,864

  Noncurrent Portion of Long‐Term Debt 202,818

    Total Noncurrent Liabilities 2,659,995

       Total Liabilities 3,714,202

Deferred Inflows of Resources:

    Pension 934,872             

    OPEB 387,053             

Total Deferred INflows of Resources 1,321,925         

Net Position:

Net Invested in Capital Assets 1,384,389

  Unrestricted Net Position (2,135,019)

  Total Net Position (750,630)$         

See Accompanying Notes to the Basic Financial Statements  
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COLUMBUS BILINGUAL ACADEMY NORTH ‐ FRANKLIN COUNTY, OHIO 

   
Statement of Revenues, 

Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2019 

 
 

Operating Revenues:

  State Aid 2,566,003$       

  Miscellaneous 12,543

    Total Operating Revenues 2,578,546

Operating Expenses:

  Purchased Services 3,151,349

  Depreciation 101,302

  Supplies 86,936

  Other Operating Expenses 26,898

    Total Operating Expenses 3,366,485

      Operating Loss (787,939)

Non‐Operating Revenues and (Expenses):

  Federal Grants  613,431

  Other Grants 72,250               

  Interest Expense (194,557)           

    Net Nonoperating Revenues and (Expenses) 491,124

Change in Net Position (296,815)           

Net Position Beginning of Year (453,815)           

Net Position End of Year (750,630)$         

See Accompanying Notes to the Basic Financial Statements
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COLUMBUS BILINGUAL ACADEMY NORTH ‐ FRANKLIN COUNTY, OHIO 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2019 

 
 

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 2,564,485$       

Other Operating Receipts 12,543               

Cash Payments to Suppliers for Goods and Services (2,932,069)        

Net Cash Used for Operating Activities (355,041)           

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Construction Loan Retirement (1,632,271)        

Interest Payments (146,992)           

Purchase of Assets (10,999)             

Net Cash Used for Capital and Related Financing Activities (1,790,262)        

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Charter School Capital Advances 803,800            

Charter School Capital Cost of Funding (47,565)             

Charter School Capital Redemptions (320,400)           

Federal and State Grant Receipts 709,111            

Net Cash Provided By Noncapital Financing Activities 1,144,946         

Net Decrease in Cash and Cash Equivalents (1,000,357)        

Cash and Cash Equivalents ‐ Beginning of the Year 1,632,268         

Cash and Cash Equivalents ‐ Ending of the Year 631,911$          

See Accompanying Notes to the Basic Financial Statements

 
 
 
 
 
 
 
 
 
 
 
 
 

(Continued) 
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COLUMBUS BILINGUAL ACADEMY NORTH ‐ FRANKLIN COUNTY, OHIO  
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2019 

(Continued) 
 

Reconciliation of Operating Loss to Net Cash Used for Operating Activities

Operating Loss (787,939)$         

Adjustments to Reconcile Operating Loss to

Net Cash Used for Operating Activities

Depreciation 101,302            

Changes in Assets, Liabil ities, and Deferred Inflows and Outflows:

(Increase)/Decrease in Receivables 2,837                 

(Increase)/ Decrease in Deferred Outflows 264,129            

Increase/ (Decrease) in Deferred Inflows 580,550            

Increase/ (Decrease) in Net Pension Liabil ity (370,313)           

(Increase)/Decrease in Other Assets (7,553)                

Increase/(Decrease) in Accounts Payable 65,185               

Increase/(Decrease) in Accrued Expenses 45,647               

(Increase)/Decrease in Net OPEB Asset (109,442)           

Increase/(Decrease) in Net OPEB Liabil ity (139,444)           

Net Cash Used for  Operating Activities (355,041)$         

 
 
      See Accompanying Notes to the Basic Financial Statements 
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NOTE 1 ‐ DESCRIPTION OF THE ENTITY 
 
The Columbus Bilingual Academy North, (the School) is a nonprofit corporation established pursuant to 
Ohio Revised Code Chapters 3314 and 1702.  The School’s mission is to provide an orderly and supportive 
environment for students  in kindergarten through eighth grade. The School operates on a foundation, 
which fosters character building for all students, parents and staff members.  The School, which is part of 
the  State’s  education  program,  is  independent  of  any  School  and  is  nonsectarian  in  its  programs, 
admission policies, employment practices, and all other operations.  The School may acquire facilities as 
needed and contract for any services necessary for the operation of the School. 
 
The School was approved for operation under a contract with The Richland Academy (the Sponsor).  The 
contract was  renewed at  the end of  fiscal  year 2019 and extends until  June 30, 2022. The Sponsor  is 
responsible for evaluating the performance of the School and has the authority to deny renewal of the 
contract at its expiration or terminate the contract prior to its expiration.  
 
The School operates under the direction of a Board of Directors (the Board).  The Board is responsible for 
carrying out the provisions of the contract which include, but are not limited to, state mandated provisions 
regarding  student  populations,  curriculum,  academic  goals,  performance  standards,  admissions 
standards, and qualifications of teachers.  The Board controls the School’s instructional and administration 
facility staffed by 33 non‐certified and certified full‐time teaching personnel who provide services to 295 
students. 
 
The School contracts with Accel Schools for management services including management of personnel 
and human resources, the program of instruction, technology, marketing, data management, purchasing, 
strategic planning, public relations, financial reporting, recruiting, compliance issues, budgets, contracts, 
and equipment and facilities. 
 

NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The basic financial statements of the School have been prepared in conformity with generally accepted 
accounting  principles  (GAAP)  as  applied  to  governmental  nonprofit  organizations.  The  Governmental 
Accounting Standards Board (GASB) is the accepted standard‐setting body for establishing governmental 
accounting and financial reporting principles. The more significant of the School’s accounting policies are 
described below. 

 
Basis of Presentation ‐ The School’s basic financial statements consist of a Statement of Net Position, a 
Statement  of  Revenue,  Expenses  and  Change  in  Fund  Net  Position,  and  a  Statement  of  Cash  Flows. 
Enterprise fund reporting focuses on the determination of the changes Net Position and cash flows. 
 
The Government  Accounting  Standards  Board  requires  the  presentation  of  all  financial  activity  to  be 
reported within one enterprise fund for year‐ending reporting purposes.  Enterprise accounting is used to 
account for operations that are financed and operated in a manner similar to private business enterprise 
where the  intent  is that the cost  (expense) of providing goods and services to the general public on a 
continuing basis be financed or recovered primarily through user charges. 
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NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Measurement  Focus  and  Basis  of  Accounting  ‐  The  accounting  and  financial  reporting  treatment  is 
determined  by  measurement  focus.  Enterprise  accounting  uses  a  flow  of  economic  resources 
measurement  focus. Under  this measurement  focus,  all  assets,  all  deferred  outflows of  resources,  all 
liabilities,  and  all  deferred  inflows  of  resources  are  included  on  the  Statement  of  Net  Position.  The 
Statement of Revenues, Expenses and Changes  in Net Position presents  increases (e.g.,  revenues) and 
decreases (e.g., expenses) in total Net Position. 
 
Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported in 
the financial statements.  The Accrual Basis of accounting is used for reporting purposes.  Revenues are 
recognized when they are earned, and expenses are recognized when they are incurred.  
 

Budgetary Process ‐ Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C). However, unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter  5705,  unless  specifically  provided  in  the  contract  between  the  School  and  its  Sponsor.  The 
contract between the School and its Sponsor does not require the School to follow the provisions Ohio 
Revised  Code  Chapter  5705;  therefore,  no  budgetary  information  is  presented  in  the  basic  financial 
statements.  

       
Cash and Cash Equivalents ‐ Cash received by the School is reflected as “Cash and Cash Equivalents” on 
the Statement of Net Position.  The School did not have any investments during the period ended June 
30, 2019. 
    
Estimates  ‐ The preparation of  financial  statements  in  conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from these estimates. 
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NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Capital  Assets  and  Depreciation  ‐  Capital  assets  are  capitalized  at  cost.  Donated  capital  assets  are 
recorded at  their acquisition values as of the date received. The costs of additions are capitalized and 
expenditures for repairs and maintenance are expensed when incurred.  When property is sold or retired, 
the related costs and accumulated depreciation are removed from the financial records and any gain or 
loss is included in additions to or deductions from Net Position. Capital assets were $1,801,487, as of June 
30,  2019,  net  of  accumulated  depreciation.  Depreciation  of  capital  assets  is  calculated  utilizing  the 
straight‐line method over the estimated useful lives of the asset which are as follows: 

  
Asset Class          Useful Life 
Leasehold Improvements       25 years 
Computers & Software           3 years 

  Furniture & Equipment          5 years 
                 
 

The School’s policy for asset capitalization threshold is $5,000. Assets or certain asset groups not meeting 
the  capitalization  threshold  are  not  capitalized  and  are  not  included  in  the  assets  represented  in  the 
accompany statement of Net Position. 
 
Intergovernmental  Revenues  ‐  The  School  currently  participates  in  the  State  Foundation  Program. 
Revenues received from this program are recognized as operating revenues in the accounting period in 
which all eligibility requirements have been met. 
 
Grants and entitlements are  recognized as non‐operating  revenues  in  the accounting period  in which 
eligibility requirements have been met. 
 
Eligibility  requirements  include  timing  requirements,  which  specify  the  year  when  the  resources  are 
required to be used or the fiscal year when use is first permitted, matching requirements, in which the 
School must provide local resources to be used for a specified purpose, and expenditure requirements, in 
which the resources are provided to the School on a reimbursement basis. 
 
The  School  also  participates  in  various  federal  programs  passed  through  the  Ohio  Department  of 
Education.  Under  the  above  programs  the  School  recorded  $2,556,003  this  fiscal  year  from  the 
Foundation Program and Casino Tax Revenues and $613,431 from Federal Grants. 
 
Accrued Liabilities ‐ Obligations incurred but unpaid at June 30 are reported as accrued liabilities in the 
accompanying financial statements.  These liabilities consisted of Accounts Payable, Accrued Expenses, 
and Advances Payable and totaled $839,927 at June 30, 2019. 
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NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Exchange and Non‐Exchange Transactions ‐ Revenue resulting from exchange transactions, in which each 
party gives and receives essentially equal value, is recorded on the accrual basis when the exchange takes 
place. Non‐exchange transactions, in which the School receives value without directly giving equal value 
in return, include grants, entitlements and donations.  Revenue from grants, entitlements and donations 
is  recognized  in  the  fiscal  year  in  which  all  eligibility  requirements  have  been  satisfied.    Eligibility 
requirements include timing requirements, which specify the year when the resources are required to be 
used or  the  fiscal  year when use  is  first permitted, matching  requirements,  in which  the School must 
provide local resources to be used for a specified purpose, and expenditures requirements, in which the 
resources are provided to the School on a reimbursement basis. 

 
Deferred Inflows and Deferred Outflows of Resources ‐ In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of  resources  represent  a  consumption of  net  position  that  applies  to  a  future period  and will  not  be 
recognized  as  an  outflow  of  resources  (expense/expenditure)  until  then.    For  the  School,  deferred 
outflows of resources are reported on the statement of net position for pension and OPEB.  The deferred 
outflows of resources related to pension and OPEB plans are explained in Note 9 and 10.   
 
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. For the School, deferred inflows of resources include 
pension and OPEB. These amounts are deferred and recognized as an inflow of resources in the period 
the amounts become available.   Deferred  inflows of  resources  related to pension and OPEB plans are 
reported on the statement of net position. (See Note 9 and 10) 
 
Net Position  ‐ Net position represents  the difference between assets, deferred outflows of  resources, 
liabilities,  and  deferred  inflows  of  resources.  Net  Position  is  reported  as  restricted  when  there  are 
limitations imposed on their use through external restriction imposed by creditors, grantors, or laws and 
regulations of other governments.  The School applies restricted resources when an expense is incurred 
for purposes for which both restricted and unrestricted Net Position are available. Net Position invested 
in capital assets consist of capital assets, net of accumulated depreciation, reduced by the outstanding 
balances of any borrowings used for the acquisition, construction, or improvement of those assets. 

 
Operating Revenues and Expenses ‐ Operating revenues are those revenues that are generated directly 
from  the  primary  activities  of  the  School.    For  the  School,  these  revenues  are  primarily  the  State 
Foundation program.   Operating expenses are necessary costs  incurred to provide the good or service 
that  is  the primary  activity  of  the  School.    All  revenues  and  expenses  not meeting  this  definition  are 
reported as non‐operating.   
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NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Pensions/Other Postemployment Benefits  (OPEB) – For purposes of measuring  the net pension/OPEB 
asset/liability,  deferred  outflows  of  resources  and  deferred  inflows  of  resources  related  to 
pensions/OPEB,  and  pension/OPEB  expense,  information  about  the  fiduciary  net  position  of  the 
pension/OPEB plans and additions to/deductions from their fiduciary net position have been determined 
on the same basis as they are reported by the pension/OPEB plan.  For this purpose, benefit payments 
(including refunds of employee contributions) are recognized when due and payable in accordance with 
the benefit terms.  The pension/OPEB plans report investments at fair value. 
 

NOTE 3 ‐ CASH AND CASH EQUIVALENTS 
 
The  School  classifies  deposits  by  category  of  risk  as  defined  in  GASB  Statement  No.3  “Deposits with 
Financial  Institutions,  Investments  (including  Repurchase  Agreements)  and  Reverse  Repurchase 
Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk Disclosures”. 
 
The  School maintains  its  cash  balances  at  Huntington  Bank  in Ohio.  The  balances  are  insured  by  the 
Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account. At June 30, 2019, 
the book amount of the School’s deposits was $631,911 and the bank balance was $641,642.   $250,000 
of the bank balance was covered by Federal Depository  Insurance, while $391,642 was uninsured and 
exposed to custodial credit  risk.   Custodial credit  risk  is  the risk  that,  in  the event of bank  failure,  the 
school’s deposits may not be returned. 
 
The  School  does not  have a deposit  policy  for  custodial  risk. All  bank deposits  are  collateralized with 
eligible  securities  in amounts equal  to at  least 105% of  the carrying value of  the pools at  the Federal 
Reserve Banks or at member banks of the federal reserve system, in the name of the respective depository 
bank and pledged as a pool of collateral against all of the public deposits or as specific collateral held at 
the Federal Reserve Bank in the name of the School.  
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NOTE 4 ‐ RECEIVABLES 
 
The School had intergovernmental receivables of $61,539 at June 30, 2019. These receivables represented 
monies due to the School from Federal programs and state aid receivables, but not received as of June 
30, 2019.  All receivables are expected to be collected within one year.    
 

NOTE 5 ‐ CAPITAL ASSETS  
 
For the period ending June 30, 2019, the School’s capital assets consisted of the following: 

Balance Balance

06/30/18 Additions Deletions 06/30/19

Capital Assets:

Leasehold Improvements 1,932,596$    ‐$                 ‐$               1,932,596$     

Computers & Software 39,734             10,999             ‐                 50,733             

Furniture & Equipment 193,433          0                        ‐                 193,433           

Total Capital Assets 2,165,763       10,999             ‐                 2,176,762       

Less Accumulated Depreciation:

Leasehold Improvements (77,304)           (77,304)           ‐                 (154,608)         

Computers & Software (39,734)           (3,666)              ‐                 (43,400)            

Furniture & Equipment (156,935)         (20,332)           ‐                 (177,267)         

Total Accumulated Depreciation (273,973)         (101,302)         ‐                 (375,275)         

Total Capital Assets, Net 1,891,790$    (90,303)$         ‐                 1,801,487$     
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NOTE 6 ‐ LONG‐TERM OBLIGATIONS 
 
The changes in the School’s long‐term obligations during fiscal year 2019 were as follows: 

In August of 2017, the School obtained a Construction Loan in an amount not to exceed $2,500,000 from 
LRR Development Company LLC to add to the new school location.  During the fiscal year, the School paid 
down a significant portion of the outstanding loan through a combination of cash and advances received 
from Charter School Capital (See Note 7).   The remaining balance of $450,000 was converted into a Note 
with LRR Development for a term of two years at 14% interest.   Upon the occurrence of an event of 
default, the second party shall have the right to immediately exercise any and all of the following rights 
and remedies and all other rights and remedies declare the loan immediately due and payable without 
notice, right to take possession of the property subject to lease.  The School began making principal and 
interest payments on the Note in May 2019.  Total interest paid on the note was $146,992 and principal 
was $1,632,291. An amortization schedule of future obligations under the note are as follows: 

 
  Future obligations under each of the long‐term loans are as follows: 

2020 214,280$         44,990$          

2021 202,817 13,241$          

Total 417,098$         58,231$          

Principal Interest

Fiscal year ending 

June 30

 
 
 
 
 
 
 
 

Balance 

6/30/2018 Additions Reductions

Balance 

6/30/2019

Due Within 

One Year

Direct Borrowing:

Loan Payable ‐ LRR Development 2,049,369$     ‐$                  (1,632,271)$   417,098$         214,280$        

Pension/ OPEB Liability:

Net Pension Liability 2,508,686       ‐                    (370,373)         2,138,313       ‐                   

Net OPEB Liability 458,308           ‐                    (139,444)         318,864           ‐                   

Total Pension/ OPEB Liability 2,966,994       ‐                    (509,817)         2,457,177       ‐                   

Total Long‐Term Obligations 5,016,363$     ‐$                  (2,142,088)$   2,874,275$     214,280$        
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NOTE 7 – ADVANCES PAYABLE 
 
During the fiscal year ending 2019, the Academy received working capital advances from Charter School 
Capital through a receivables purchase agreement. As the Academy receives its monthly State funding, 
these advances are repaid, however,  the Academy may elect  to  receive future advances  from Charter 
School Capital by entering into additional agreements.  The total cost of funding for the year was $47,565. 
A summary of short‐term obligations for the Academy at June 30, 2019, is as follows: 
 

 

NOTE 8 ‐ RISK MANAGEMENT 
 

Property & Liability Insurance ‐ The School is exposed to various risks of loss related to torts; theft of, 
damage to, and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  
During the fiscal year ending June 30, 2019, the School contracted with Argonaut Insurance Co. for  its 
insurance coverage as follows:  
 
 

Commercial Property – Personal Property  $131,840
Commercial Crime 

Public Employee Dishonesty  $50,000
Forgery or Alteration  $50,000
Theft, Disappearance and Destruction   $5,000

Commercial – General Liability (aggregate) $3,000,000
Commercial Auto  $1,000,000

Educators Legal Liability (aggregate)  $3,000,000
Employment Practices (aggregate)  $300,000
Commercial Excess (aggregate)  $1,000,000

 
There were no settlements in excess of insurance coverage over the past 3 years nor any reduction of 
insurance coverage from the prior year. 

 
Workers’  Compensation  ‐  The  School  pays  the  State Worker’s  Compensation  System  a  premium  for 
employee injury coverage.  The premium is calculated by multiplying the monthly total gross payroll by a 
factor that is calculated by the State.  
 
Employee Medical  and  Dental  Benefits  ‐  The  School  provides  medical,  vision,  and  dental  insurance 
benefits through Aetna to all  full‐time employees. During the School year,  the School paid 90% of the 
monthly premiums for all employees. 
 

Balance 
6/30/2018 Additions Reductions

Balance 
6/30/2019

Charter School Capital -$               803,800$        (320,400)$      483,400$        
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NOTE 9 ‐ DEFINED BENEFIT PENSIONS PLANS 
   

Net Pension Liability 
 
The net pension liability reported on the statement of net position represents a liability to employees for 
pensions.  Pensions  are  a  component  of  exchange  transactions—between  an  employer  and  its 
employees—of salaries and benefits for employee services.  Pensions are provided to an employee—on a 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for pensions is a present obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net pension  liability  represents  the School’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long‐
term  variables,  including  estimated  average  life  expectancies,  earnings  on  investments,  cost  of  living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   

 
Ohio Revised Code  limits  the School’s obligation for this  liability  to annually  required payments.     The 
School cannot control benefit terms or the manner in which pensions are financed; however, the School 
does receive the benefit of employees’ services in exchange for compensation including pension.  

 
GASB 68  assumes  the  liability  is  solely  the obligation of  the  employer,  because  (1)  they benefit  from 
employee  services;  and  (2)  State  statute  requires  all  funding  to  come  from  these  employers.    All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State  legislature.   Any resulting  legislative change to benefits or funding could 
significantly affect the net pension liability.  Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net pension liability 
on  the  accrual  basis  of  accounting.    Any  liability  for  the  contractually‐required  pension  contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   

 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Plan Description – School non‐teaching employees participate in SERS, a statewide, cost‐sharing multiple‐
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability and 
survivor  benefits  to  plan  members  and  beneficiaries.    Authority  to  establish  and  amend  benefits  is 
provided by Ohio Revised Code Chapter 3309.  SERS issues a publicly available, stand‐alone financial report 
that includes financial statements, required supplementary information and detailed information about 
SERS’ fiduciary net position.  That report can be obtained by visiting the SERS website at www.ohsers.org 
under Employers/Audit Resources.  
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NOTE 9 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description ‐ School Employees Retirement System (SERS) – continued  
 
Age and service requirements for retirement are as follows: 
  

 
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the School is required to contribute 14 percent of annual covered payroll.  The contribution requirements 
of plan members and employers are established and may be amended by the SERS’ Retirement Board up 
to  statutory maximum amounts of  10 percent  for plan members  and 14 percent  for  employers.    The 
Retirement Board, acting with the advice of the actuary, allocates the employer contribution rate among 
four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care 
Fund).  For the fiscal year ended June 30, 2019, the allocation to pension, death benefits, and Medicare B 
was 13.5 percent.  SERS allocated 0.5 percent of employer contributions to the Health Care Fund for fiscal 
year 2019. 
 
The School’s contractually required contribution to SERS was $53,809 for fiscal year 2019.  
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost‐
sharing multiple‐employer  public  employee  retirement  system  administered  by  STRS.    STRS  provides 
retirement and disability benefits  to members and death and survivor benefits  to beneficiaries.    STRS 
issues  a  stand‐alone  financial  report  that  includes  financial  statements,  required  supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215‐3771, by calling (888) 227‐7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New  members  have  a  choice  of  three  retirement  plans;  a  Defined  Benefit  (DB)  Plan,  a  Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307. 
For the DB Plan, from August 1, 2015–July 1, 2017, any member could retire with reduced benefits who 
had (1) five years of service credit and age 60; (2) 26 years of service credit and age 55; or (3) 30 years of 
service credit regardless of age. Effective August 1, 2017–July 1, 2019, any member may retire with  

 

Eligible to Retire before Eligible to Retire on or after

August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or

Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
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NOTE 9 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description ‐ State Teachers Retirement System (STRS) – continued  
 
reduced benefits who has (1) five years of service credit and age 60; (2) 27 years of service credit and age 
55; or  (3) 30 years of service credit  regardless of age. Eligibility changes will  continue to be phased  in 
through August 1, 2026, when retirement eligibility for unreduced benefits will be five years of service 
credit and age 65, or 35 years of  service credit and at  least age 60. Retirement eligibility  for  reduced 
benefits will be five years of service credit and age 60, or 30 years of service credit regardless of age. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.    The  remaining 4.5 percent of  the 14 percent employer  rate  is  allocated  to  the defined 
benefit unfunded liability.  Effective July 1, 2017, employer contributions of 9.53 percent are placed in the 
investment accounts and the remaining 4.47 percent of the 14 percent employer rate is allocated to the 
defined benefit unfunded  liability. A member  is eligible  to  receive a  retirement benefit at age 50 and 
termination of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum 
withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
In the Combined Plan, member contributions are allocated among investment choices by the member, 
and employer contributions are used to fund a defined benefit payment. A member’s defined benefit is 
determined by multiplying one percent of the member’s final average salary by the member’s years of 
service credit. The defined benefit portion of the Combined Plan payment is payable to a member on or 
after age 60 with five years of service. The DC portion of the account may be taken as a  lump sum or 
converted to a lifetime monthly annuity at age 50 and termination of employment. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another  STRS plan.    The optional  annuitization of  a member’s defined  contribution account or  the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of  investment gain or  loss on the account.   STRS has therefore  included all three plan 
options as one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with  five or more years of credited service who  is determined to be 
disabled  may  qualify  for  a  disability  benefit.    Eligible  survivors  of  members  who  die  before  service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance.  
 
Funding  Policy  –  Employer  and  member  contribution  rates  are  established  by  the  State  Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2019, plan members were required to contribute 14 percent of their annual covered salary. The School  
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NOTE 9 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description ‐ State Teachers Retirement System (STRS) – continued  
 
District was required to contribute 14 percent; the entire 14 percent was the portion used to fund pension 
obligations.  The fiscal year 2019 contribution rates were equal to the statutory maximum rates. 

 
The School’s contractually required contribution to STRS was $119,786 for fiscal year 2019.   
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
 
The net pension liability was measured as of June 30, 2018, and the total pension liability used to calculate 
the  net  pension  liability  was  determined  by  an  independent  actuarial  valuation  as  of  that  date.  The 
School's employer allocation percentage of the net pension liability was based on the employer’s share of 
employer contributions in the pension plan relative to the total employer contributions of all participating 
employers. Following is information related to the proportionate share and pension expense: 
 

 
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual  investment earnings, differences between expected and 
actual  actuarial  experience,  changes  in  assumptions  and  changes  in  the  School’s  proportion  of  the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense  over  current  and  future  periods.  The  difference  between  projected  and  actual  investment 
earnings is recognized in pension expense using a straight line method over a five year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight line method. Employer 
contributions to the pension plan subsequent to the measurement date are also required to be reported 
as a deferred outflow of resources.  
 
 
 
 

SERS STRS Total

Proportion of the Net Pension Liability

  Prior Measurement Date 0.00279320% 0.00985803%

Proportion of the Net Pension Liability

  Current Measurement Date 0.01118840% 0.00681075%

Change in Proportionate Share 0.00839520% -0.00304728%

Proportionate Share of the Net Pension

  Liability 640,780               1,497,533            2,138,313            

Pension Expense 242,964               384,950               627,914               
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NOTE 9 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
At June 30, 2019 the School reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  
 

 
$173,595  reported  as  deferred  outflows  of  resources  related  to  pension  resulting  from  School 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2020.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to pension will be recognized in pension expense as follows:  
 
 
 
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 35,145                 34,568                 69,713                 

Changes of assumptions 14,469                 265,390               279,859               

Net difference between projected and

  actual earnings on pension plan investments -                       -                       -                       

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 289,271               556,288               845,559               

School contributions subsequent to the 

  measurement date 53,809                 119,786               173,595               

Total Deferred Outflows of Resources 392,694               976,032               1,368,726            

-                       -                       

Deferred Inflows of Resources

Differences between expected and

  actual experience -                       9,780                   9,780                   

Changes of assumptions -                       -                       -                       

Net difference between projected and

  actual earnings on pension plan investments 17,753                 90,808                 108,561               

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 7,830                   808,701               816,531               

Total Deferred Inflows of Resources 25,583                 909,289               934,872               
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NOTE 9 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 

 
Actuarial Assumptions ‐ SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67, 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment terminations).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits  for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and  the historical pattern of  sharing benefit  costs between  the employers and plan 
members  to  that point.  The projection of benefits  for  financial  reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long‐term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the  benefits,  if  any,  paid  to  the  employee  after  termination  of  employment  until  the  death  of  the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key  methods  and  assumptions  used  in  calculating  the  total  pension  liability  in  the  latest  actuarial 
valuation, prepared as of June 30, 2018, are presented below: 
 
 
 
 
 
 

SERS STRS Total

Fiscal Year Ending June 30:

2020 235,699               261,903                497,602               

2021 104,076               40,857                  144,933               

2022 (21,028)                (222,910)               (243,938)              

2023 (5,445)                  (132,893)               (138,338)              

-                       

-                                             -                       

Total 313,302               (53,043)                 260,259               
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NOTE 9 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS – continued  
 

 
 
For post‐retirement mortality, the table used in evaluating allowances to be paid is the RP‐2014 Blue Collar 
Mortality Table with fully generational projection and Scale BB, with 120 percent of male rates and 110 
percent of female rates used. The RP‐2000 Disabled Mortality Table with 90 percent for male rates and 
100 percent for female rates set back five years is used for the period after disability retirement.  
 
The  long‐term  return  expectation  for  the  Pension  Plan  Investments  has  been  determined  by  using  a 
building‐block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A  forecasted  rate  of  inflation  serves  as  the  baseline  for  the  return  expectation.    Various  real  return 
premiums over  the baseline  inflation  rate have been established  for  each asset  class.    The  long‐term 
expected nominal rate of return has been determined by calculating an arithmetic weighted average of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the expected return from rebalancing uncorrelated asset classes. The asset allocation, as used in the June 
30, 2015 five‐year experience study, is summarized as follows: 
 

 
 
Discount Rate Total pension liability was calculated using the discount rate of 7.50 percent. The projection 
of  cash  flows  used  to  determine  the  discount  rate  assumed  that  employers  would  contribute  the 
actuarially  determined  contribution  rate  of  projected  compensation  over  the  remaining  26‐year 
amortization  period  of  the  unfunded  actuarial  accrued  liability.  Projected  inflows  from  investment 
earnings were calculated using the long‐term assumed investment rate of return (7.50 percent). Based on 
those assumptions, the plan’s fiduciary net position was projected to be available to make all future  
 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)
COLA or Ad Hoc COLA 2.50 percent, on and after April 1, 2018, COLA's for future retirees 

will be delayed for three years following commencement

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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NOTE 9 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS – continued  
 
benefit payments of current plan members. Therefore, the long‐term expected rate of return on pension 
plan investments was applied to all periods of projected benefits to determine the total pension liability.  
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the School’s proportionate share of the net pension liability calculated using 
the discount rate of 7.50 percent, as well as what the School’s net pension liability would be if it were 
calculated using a discount  rate  that  is one percentage point  lower  (6.50 percent), or one percentage 
point higher (8.50 percent) than the current rate. 

  
 
Actuarial Assumptions ‐ STRS 
 
The  total  pension  liability  in  the  July  1,  2018  actuarial  valuation was  determined  using  the  following 
actuarial assumptions, applied to all periods included in the measurement:  
 

 
 
Post‐retirement mortality rates are based on RP‐2014 Annuitant Mortality Table with 50 percent of rates 
through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 and 
84, and 100 percent of rates thereafter, projected forward generationally using mortality improvement 
scale MP‐2016; pre‐retirement mortality rates are based on RP‐2014 Employee Mortality Table, projected 
forward generationally using mortality improvement scale MP‐2016. 
 
The actuarial assumptions used in the July 1, 2018 valuation, were adopted by the board from the results 
of an actuarial experience study for July 1, 2011, through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 
 

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

School's proportionate share

  of the net pension liability $902,587 $640,780 $421,273

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Projected Payroll Growth 3.00 percent
Cost-of-Living Adjustments 0.00 percent
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NOTE 9 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – STRS – continued  
 

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.  Over  a  30‐year  period,  STRS’  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2018. The projection of cash flows used to determine the discount rate assumes that employer and 
member contributions will be made at statutory contribution rates of 14 percent each. For this purpose, 
only  employer  contributions  that  are  intended  to  fund  benefits  of  current  plan  members  and  their 
beneficiaries are included. Based on those assumptions, STRS’ fiduciary net position was projected to be 
available to make all projected future benefit payments to current plan members as of June 30, 2018. 
Therefore, the long‐term expected rate of return on pension plan investments of 7.45 percent was applied 
to all periods of projected benefit payments to determine the total pension liability as of June 30, 2018. 
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the School's proportionate share of the net pension liability as of June 
30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as what 
the School's proportionate share of the net pension liability would be if it were calculated using a discount 
rate that is one‐percentage‐point lower (6.45 percent) or one‐percentage‐point higher (8.45 percent) than 
the current assumption:  

  
 
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

School's proportionate share

  of the net pension liability $2,186,947 $1,497,533 $914,034
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS 
 
Net OPEB Asset/Liability 

 
The net OPEB asset/liability reported on the statement of net position represents an asset or liability to 
employees  for  OPEB.  OPEB  is  a  component  of  exchange  transactions‐–between  an  employer  and  its 
employees—of salaries and benefits for employee services.   OPEB are provided to an employee—on a 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services  each  financial  period.    The  obligation  to  sacrifice  resources  for  OPEB  is  a  present  obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net OPEB asset/liability represents the School’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB asset/liability calculation is dependent on critical long‐
term  variables,  including  estimated  average  life  expectancies,  earnings  on  investments,  cost  of  living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting these estimates annually.   

 
Ohio Revised Code  limits  the School’s obligation for this  liability  to annually  required payments.     The 
School cannot control benefit terms or the manner in which OPEB are financed; however, the School does 
receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the asset/liability is solely that of the employer, because they benefit from employee 
services.   OPEB contributions come from these employers and health care plan enrollees, which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio Revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
to benefits or funding could significantly affect the net OPEB asset/liability. Resulting adjustments to the 
net OPEB asset/liability would be  effective when  the  changes  are  legally  enforceable.  The  retirement 
systems may allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net OPEB asset/ 
liability on the accrual basis of accounting.  Any liability for the contractually‐required OPEB contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   

 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Health Care Plan Description  ‐ The School contributes to the SERS Health Care Fund, administered by 
SERS for non‐certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a 
cost‐sharing  other  postemployment  benefit  (OPEB)  plan.    SERS’ Health Care  Plan provides  healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to  
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Plan Description ‐ School Employees Retirement System (SERS) – continued  
 
the  death  of  a  member  or  retiree,  are  eligible  for  SERS’  health  care  coverage.  Most  retirees  and 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self‐insured preferred provider 
organization  for  its  non‐Medicare  retiree  population.  For  both  groups,  SERS  offers  a  self‐insured 
prescription drug program. Health care  is a benefit  that  is permitted, not mandated, by  statute.    The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the 
plan selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding  Policy  ‐  State  statute  permits  SERS  to  fund  the  health  care  benefits  through  employer 
contributions.    Each  year,  after  the  allocation  for  statutorily  required  pensions  and  benefits,  the 
Retirement Board may allocate  the  remainder of  the employer  contribution of 14 percent of  covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2019, 0.5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro‐rated if 
less than a full year of service credit was earned. For fiscal year 2019, this amount was $21,600. Statutes 
provide that no employer shall pay a health care surcharge greater than 2.0 percent of that employer’s 
SERS‐covered payroll; nor may SERS collect  in aggregate more than 1.5 percent of  the total statewide 
SERS‐covered payroll for the health care surcharge.  For fiscal year 2019, the School’s surcharge obligation 
was $5,519.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The School’s contractually required contribution to SERS was 
$7,512 for fiscal year 2019.   
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost‐sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part 
B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the 
report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227‐7877. 
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Plan Description ‐ State Teachers Retirement System (STRS) – continued  
 
Funding  Policy  –  Ohio  Revised  Code  Chapter  3307  authorizes  STRS  to  offer  the  Plan  and  gives  the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed 
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees,  for  the most  recent  year,  pay  a  portion  of  the  health  care  costs  in  the  form of  a monthly 
premium.  Under Ohio law, funding for post‐employment health care may be deducted from employer 
contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2019, STRS did 
not allocate any employer contributions to post‐employment health care.   
 
OPEB Assets/Liabilities, OPEB Expense, and Deferred Outflows/Inflows of Resources Related to OPEB  
 
The net OPEB asset/liability was measured as of June 30, 2018, and the total OPEB asset/liability used to 
calculate  the  net  OPEB  asset/liability  was  determined  by  an  actuarial  valuation  as  of  that  date.  The 
School's proportion of the net OPEB asset/liability was based on the School's share of contributions to the 
respective  retirement  systems  relative  to  the  contributions  of  all  participating  entities.    Following  is 
information related to the proportionate share and OPEB expense: 

 

 
 
At June 30, 2019, the School reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  
 
 
 
 
 
 
 
 
 
 

SERS STRS Total

Proportion of the Net OPEB Liability

  Prior Measurement Date 0.00274560% 0.00985803%

Proportion of the Net OPEB Liability/asset

  Current Measurement Date 0.01149360% 0.00681075%

Change in Proportionate Share 0.00874800% -0.00304728%

Proportionate Share of the Net OPEB

  Liability/(asset) 318,864               (109,442)              209,422               

OPEB Expense 49,486                 (270,873)              (221,387)              
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 

 
$7,512 reported as deferred outflows of resources related to OPEB resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending  June 30, 2020.   Other amounts  reported as deferred outflows of  resources and deferred 
inflows of resources related to OPEB will be recognized in OPEB expense as follows:  
 
 
 
 
 
 
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 5,205$                 12,782$               17,987$               

Changes of assumptions -                       -                       -                       

Net difference between projected and

  actual earnings on OPEB plan investments -                       -                       -                       

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 218,642               -                       218,642               

School contributions subsequent to the 

  measurement date 7,512                   -                       7,512                   

Total Deferred Outflows of Resources 231,359$             12,782$               244,141$             

-                       -                       

Deferred Inflows of Resources

Differences between expected and

  actual experience -$                     6,376$                 6,376$                 

Changes of assumptions 28,647                 149,122               177,769               

Net difference between projected and

  actual earnings on OPEB plan investments 477                      12,503                 12,980                 

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 4,342                   185,586               189,928               

Total Deferred Inflows of Resources 33,466$               353,587$             387,053$             
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 

 
 
Actuarial Assumptions ‐ SERS 
 
The  total  OPEB  liability  was  determined  by  an  actuarial  valuation  as  of  June  30,  2018.  The  actuarial 
assumptions used in the valuation are based on results from the most recent actuarial experience study, 
which covered the five‐year period ending June 30, 2015. The experience study report is dated April 2016. 
The total OPEB liability used the following assumptions and other inputs: 
 

 
 
Mortality rates were based on the RP‐2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of  female rates. RP‐2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The long‐term expected rate of return on plan factors are considered in evaluating the long‐term rate of 
return assumption including long‐term historical data, estimates inherent in current market data, and a 
long‐normal distribution analysis  in which best‐estimate ranges of expected future real rates of return 
were developed by the investment consultant for each major asset class. These ranges were combined to  

SERS STRS Total

Fiscal Year Ending June 30:

2020 26,287                        (61,288)                       (35,001)                       

2021 29,426                        (61,288)                       (31,862)                       

2022 39,362                        (61,290)                       (21,928)                       

2023 39,565                        (94,645)                       (55,080)                       

2024 39,531                        (39,353)                       178                             

Thereafter 16,210                        (22,941)                       (6,731)                         

Total 190,381                      (340,805)                     (150,424)                     

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Municipal Bond Index Rate

Measurement Date 3.62 percent
Prior Measurement Date 3.56 percent

Single Equivalent Interest Rate
Measurement Date 3.70 percent, net of plan investment expense, including price inflation
Prior Measurement Date 3.63 percent, net of plan investment expense, including price inflation

Health Care Cost Trend Rate
Medicare 5.375 percent - 4.75 percent
Pre-Medicare 7.25 percent - 4.75 percent
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – SERS – continued  
 
produce the long‐term expected rate of return, 7.50 percent, by weighting the expected future real rates 
of return by the target asset allocation percentage and then adding expected inflation. The capital market 
assumptions developed by the investment consultant are intended for use over a 10‐year horizon and 
may not be useful in setting the long‐term rate of return for funding pension plans which covers a longer 
timeframe.  The assumption  is  intended  to be a  long‐term assumption and  is  not  expected  to  change 
absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental 
change in the market that alters expected returns in future years. 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 
as used in the June 30, 2015 five‐year experience study, are summarized as follows: 
 

 
 

Discount  Rate  The  discount  rate  used  to measure  the  total  OPEB  liability  at  June  30,  2018 was  3.70 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2018 was 3.63 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be made 
from members and the System at the contribution rate of 2.00 percent of projected covered payroll each 
year, which includes a 1.50 percent payroll surcharge and 0.50 percent of contributions from the basic 
benefits  plan.  Based  on  these  assumptions,  the  OPEB  plan’s  fiduciary  net  position  was  projected  to 
become  insufficient  to  make  future  benefit  payments  during  the  fiscal  year  ending  June  30,  2026. 
Therefore,  the  long‐term expected  rate of  return on OPEB plan assets was used  to present  value  the 
projected  benefit  payments  through  the  fiscal  year  ending  June  30,  2025  and  the  Fidelity  General 
Obligation 20‐year Municipal Bond Index rate of 3.62 percent, as of June 30, 2018 (i.e., municipal bond 
rate), was used to present value the projected benefit payments for the remaining years in the projection. 
The total present value of projected benefit payments  from all  years was then used to determine the 
single rate of return that was used as the discount rate. The projection of future benefit payments for all 
current plan members was until the benefit payments ran out. 
 
 
 
 
 

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – SERS – continued  
 
Sensitivity of the School's Proportionate Share of the Net OPEB Liability to Changes in the Discount Rate 
and Changes in the Health Care Cost Trend Rates The net OPEB liability  is sensitive to changes  in the 
discount rate and the health care cost trend rate. The following table presents the net OPEB liability and 
what the net OPEB liability would be if  it were calculated using a discount rate that is one percentage 
point lower (2.70 percent) and higher (4.70 percent) than the current discount rate (3.70 percent). Also 
shown is what the net OPEB liability would be based on health care cost trend rates that are one percent 
lower (6.25 percent decreasing to 3.75 percent) and one percent higher (8.25 percent decreasing to 5.75 
percent) than the current rate. 
  

 

   
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2018, actuarial valuation are presented below:   

 

 
 

Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 
For  healthy  retirees  the mortality  rates  are  based  on  the  RP‐2014 Annuitant Mortality  Table with  50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between 
ages 80 and 84, and 100 percent of  rates thereafter, projected forward generationally using mortality 
improvement scale MP‐2016. For disabled retirees, mortality rates are based on the RP‐2014 Disabled  

Current

1% Decrease Discount Rate 1% Increase

(2.70%) (3.70%) (4.70%)

School's proportionate share

  of the net OPEB liability $386,916 $318,864 $264,979

Current

1% Decrease Trend Rate 1% Increase

(6.25 % decreasing (7.25 % decreasing (8.25 % decreasing

to 3.75%) to 4.75%) to 5.75%)

School's proportionate share

  of the net OPEB liability $257,264 $318,864 $400,432

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Health Care Cost Trend Rates -5.23 percent to 9.62 percent, initial, 4.00 percent ultimate
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – STRS – continued  
 
Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected forward 
generationally using mortality improvement scale MP‐2016. 
 
Actuarial  assumptions  used  in  the  June  30,  2018,  valuation  are  based  on  the  results  of  an  actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.    Over  a  30‐year  period,  STRS'  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total OPEB asset/liability was 7.45 percent as of 
June 30, 2018. The projection of cash flows used to determine the discount rate assumed STRS continues 
to allocate no employer contributions to the health care fund. Based on those assumptions, the OPEB 
plan’s fiduciary net position was projected to be available to make all projected future benefit payments 
to current plan members as of June 30, 2018. Therefore, the long‐term expected rate of return on health 
care  plan  investments  of  7.45  percent  was  applied  to  all  periods  of  projected  benefit  payments  to 
determine the total OPEB liability as of June 30, 2018.  
 
Sensitivity  of  the  School’s  Proportionate  Share  of  the  Net  OPEB  Asset/Liability  to  Changes  in  the 
Discount and Health Care Cost Trend Rate The following table represents the net OPEB asset/liability as 
of June 30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as 
what the net OPEB asset/liability would be if it were calculated using a discount rate that is one percentage 
point lower (6.45 percent) or one percentage point higher (8.45 percent) than the current assumption.  

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – STRS – continued  
 
Also shown is the net OPEB liability as of June 30, 2018, calculated using health care cost trend rates that 
are one percentage point lower or one percentage point higher than the current health care cost trend 
rates. 

 

   
 
NOTE 11 ‐ CONTINGENCIES 

 
Grants ‐ The School received financial assistance from federal and state agencies in the form of grants.  
Amount  received  from  grantor  agencies  are  subject  to  audit  and  adjustment  by  the  grantor.    Any 
disallowed costs may require refunding to the grantor.  Amount which may be disallowed, if any, are not 
presently determinable.   However,  in  the opinion of  the School, any such adjustments will not have a 
material adverse effect on the financial position of the School.  

 
Litigation – There are currently no matters in litigation with the School as a defendant. 
 
Full‐Time Equivalency ‐ School foundation funding is based on the annualized full‐time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for  Foundation  funding  purposes.   Community  schools  must  provide  documentation  that  clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  

 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation  funding  due  to  a  lack  of  evidence  to  support  student  participation  and  other matters  of 
noncompliance. ODE did not perform such a review on the School for fiscal year 2019. 

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

School's proportionate share

  of the net OPEB asset $93,802 $109,442 $122,586

Current

1% Decrease Trend Rate 1% Increase

School's proportionate share

  of the net OPEB asset $121,844 $109,442 $96,846
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NOTE 11 – CONTINGENCIES (continued) 
 
As of the date of this report, all ODE adjustments have been completed. 
 
In addition, the School’s contract with their Sponsor and management company require payment based 
on revenues received from the State.  As discussed above, all ODE adjustments through fiscal year 2019 
have been completed. A reconciliation between payments previously made and the FTE adjustments has 
taken place with these contracts.  

 

NOTE 12 ‐ SPONSOR 
 

The School contracted with The Richland Academy as its sponsor and oversight services as required by 
law.  Sponsorship fees are calculated as a three percent of state funds received by the School from the 
State of Ohio. For the fiscal year ended June 30, 2019, the total sponsorship fees paid totaled $74,430.  

 

NOTE 13 ‐ PURCHASED SERVICES 
 

For the period of July 1, 2018 through June 30, 2019, the School made the following purchased services 
commitments. 
 

Purchased Services Amount
Personnel Services 1,749,972$     
Professional Services 689,310          
Property Services 379,955          

   Utilities 50,949            
Travel & Meetings 3,883              
Communications 61,271            
Contractual Trade 216,009          

Total 3,151,349$     
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NOTE 14 ‐ MANAGEMENT CONTRACT 
 

For fiscal year 2019, the School had an agreement with Accel Schools Ohio, LLC to provide management 
support services. The agreement is for a period of five years beginning July 1, 2018 and ending on June 
30,  2023.  The agreement may be automatically  renewed  for  another  five‐year period  if  neither party 
terminates per the terms of the contract. Management fees are calculated as 13.5% of the total revenues 
received from State sources, as well as Title 1 sources. The total amount paid by the School for the fiscal 
year ending June 30, 2019, was $389,528 is included under “Purchased Services” on the Statements of 
Revenues, Expenses, and Changes in Net Position.   

 
Also, per the management agreement there are expenses that will be billed to the School based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of Accel employees working 
at the School and other costs related to providing education and administrative services. The total amount 
billed during fiscal year 2019 was $1,510,443 which includes previously identified management fee.   
 
For the period ended June 30, 2019, Accel Schools Ohio, LLC, incurred the following expenses on behalf 
of the School: 
 

 
 

Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro‐rated based on 
full time equivalent (FTE) head count as of June 30, 2019 by each school it manages.  
 

 Columbus Bilingual Academy North 

 Regular Instruction
(1100 Function Codes) 

 Special Instruction
(1200 Function Codes) 

 Support Services
(2000 Function Codes) 

 Total 

                                                                                                  
Direct Expenses: 
Salaries & Wages (100 Object Codes) 970,482                           50,627                             169,402                           1,190,511          
Employees’ Benefits (200 Object Codes) 201,621                           9,047                               26,353                             237,022             
Professional & Technical Services (410 Object Codes) 58,754                             58,754               
Supplies (510 Object Codes) 2,482                               6,706                               9,188                 
Other Direct Costs (All Other Object Codes) 244                                  6,743                               6,987                 
Total Direct Expenses 1,174,829                        59,675                             267,958                           1,502,461          
  
Indirect Expenses:  
Overhead 251,942                           251,942             
  
Total Expenses 1,174,829                        59,675                             519,900                           1,754,404          
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NOTE 15 ‐ LEASE OBLIGATIONS 
   
The School entered into a 5‐year lease for the period commencing in September 2017 with MC‐NC, LLC 
for 27,500 square feet of space located at 4595‐4611 Morse Centre Drive, Columbus, Ohio, 43229.  Annual 
minimum rent for the initial lease period is $192,500.  The lease provides two options to renew for 5‐year 
periods each and are to be executed by the election of the School.  Under the lease agreement, the School 
is responsible for paying all utilities, interior repairs and maintenance, and applicable property taxes. 
 
The following is a schedule of the future minimum payments for base rent required under the lease as of 
June 30, 2019: 
 

  Amount
FY2020 192,500$          
FY2021 192,500           
FY2022 192,500           

Total 577,500$          

 
Rent paid in fiscal year 2019 totaled $285,725 inclusive of CAM charges. 

 
NOTE 16 ‐ IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES  
 
For the fiscal year ended June 30, 2019, the School has implemented Governmental Accounting Standards 
Board  (GASB)  Statement  No.  83,  Certain  Asset  Retirement  Obligations  and  GASB  Statement  No.  88, 
Certain Disclosures Related to Debt, including Direct Borrowings and Direct Placements. 
 
GASB Statement No. 83 establishes criteria for determining the timing and pattern of recognition of a 
liability  and  a  corresponding  deferred  outflow  of  resources  for  asset  retirement  obligations.  The 
implementation of GASB  Statement No.  83 did not have an effect  on  the  financial  statements of  the 
School. 
 
GASB Statement No. 88 establishes additional financial statement note disclosure requirements related 
to debt obligations of governments,  including direct borrowings and direct placements. These changes 
were incorporated in the School’s fiscal year 2019 financial statements; however, there was no effect on 
beginning net position. 
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2019 2018 2017 2016 2015 2014
School's Proportion of the Net Pension

Liability 0.0111884% 0.0027932% 0.0030240% 0.0018789% 0.002278% 0.002278%

School's Proportionate Share of the Net
Pension Liability 640,780$        168,888$        221,329$        107,212$        115,288$        135,465$        

School's Covered Payroll 367,830$        86,064$          85,993$          56,707$          72,742$          51,994$          

School's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 174.21% 196.23% 257.38% 189.06% 158.49% 260.54%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 71.36% 69.50% 62.98% 69.16% 71.70% 65.52%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net Pension Liability

School Employees Retirement System of Ohio
Last Six Fiscal Years (1)
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2019 2018 2017 2016 2015 2014
School's Proportion of the Net Pension

Liability 0.00681075% 0.00985803% 0.01187357% 0.85532300% 0.00542331% 0.00542331%

School's Proportionate Share of the Net
Pension Liability 1,497,533$        2,341,798$        3,974,442$        2,363,863$        1,319,137$        1,571,347$        

School's Covered Payroll 774,264$          1,083,771$        1,260,057$        938,057$          590,992$          379,785$          

School's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 193.41% 216.08% 315.42% 252.00% 223.21% 413.75%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 77.31% 75.29% 66.80% 72.10% 74.70% 69.30%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net Pension Liability

State Teachers Retirement System of Ohio
Last Six Fiscal Years (1)
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(1) Information prior to 2011 is not available. Schedule is intended to show ten years of information, and additional years’ will be displayed 

as it become available.  

 
 
 
 
 
 
 
   
 
   
 

2019 2018 2017 2016 2015 2014 2013 2012 2011

Contractually Required Contribution 53,809$          49,657$          12,049$          12,039$          7,474$            10,082$          7,196$            9,272$            2,810$            

Contributions in Relation to the 
Contractually Required Contribution (53,809)           (49,657)           (12,049)           (12,039)           (7,474)            (10,082)           (7,196)            (9,272)            (2,810)            

Contribution Deficiency (Excess) -                 -                 -                 -                 -                 -                 -                 -                 -                 

School Covered Payroll 398,585$        367,830$        86,064$          85,993$          56,707$          72,742$          51,994$          68,937$          22,355$          

Contributions as a Percentage of
Covered Payroll 13.50% 13.50% 14.00% 14.00% 13.18% 13.86% 13.84% 13.45% 12.57%

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of School Contributions - Pension

School Employees Retirement System of Ohio
Last Nine Fiscal Years 
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(1) Information prior to 2011 is not available. Schedule is intended to show ten years of information, and additional years’ will be displayed 

as it become available.  

 
 
 
 
 
 
 

 

2019 2018 2017 2016 2015 2014 2013 2012 2011

Contractually Required Contribution 119,786$          108,397$          151,728$          176,408$          131,328$          76,829$            49,372$            30,166$            80,957$            

Contributions in Relation to the 
Contractually Required Contribution (119,786)           (108,397)           (151,728)           (176,408)           (131,328)           (76,829)            (49,372)             (30,166)            (80,957)            

Contribution Deficiency (Excess) -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 

School Covered Payroll 855,614$          774,264$          1,083,771$        1,260,057$        938,057$          590,992$          379,785$          232,046$          622,746$          

Contributions as a Percentage of
Covered Payroll 14.00% 14.00% 14.00% 14.00% 14.00% 13.00% 13.00% 13.00% 13.00%

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of School Contributions - Pension
State Teachers Retirement System of Ohio

Last Nine Fiscal Years 
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2019 2018 2017
School's Proportion of the Net OPEB

Liability 0.0114936% 0.0027456% 0.0030710%

School's Proportionate Share of the Net
OPEB Liability 318,864$        73,685$          87,536$          

School's Covered Payroll 367,830$        86,064$          85,993$          

School's Proportionate Share of the Net
OPEB Liability as a Percentage
of its Covered Payroll 86.69% 85.62% 101.79%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability 13.57% 12.46% 11.49%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net OPEB Liability

School Employees Retirement System of Ohio
Last Three Fiscal Years (1)
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2019 2018 2017
School's Proportion of the Net OPEB

Liability/Asset 0.00681075% 0.00985803% 0.01187357%

School's Proportionate Share of the Net
OPEB Liability/(Asset) (109,442)$         384,623$          635,002$          

School's Covered Payroll 774,264$          1,083,771$        1,260,057$        

School's Proportionate Share of the Net
OPEB Liability/Asset as a Percentage
of its Covered Payroll -14.13% 35.49% 50.39%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability/Asset 176.00% 47.11% 37.30%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net OPEB Asset/Liability

State Teachers Retirement System of Ohio
Last Three Fiscal Years (1)
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(1) Information prior to 2011 is not available. Schedule is intended to show ten years of information, and additional years’ will be displayed 

as it become available.  

 
 

 
 
 
 
 

2019 2018 2017 2016 2015 2014 2013 2012 2011

Contractually Required Contribution (1) 7,512$            8,383$            1,785$            1,582$            602$          1,008$            83$                1,693$            767$              

Contributions in Relation to the 
Contractually Required Contribution (7,512)            (8,383)            (1,785)            (1,582)            (602)          (1,008)            (83)                 (1,693)            (767)               

Contribution Deficiency (Excess) -                 -                 -                 -                 -            -                 -                 -                 -                 

School Covered Payroll 398,585$        367,830$        86,064$          85,993$          56,707$      72,742$          51,994$          68,937$          22,355$          

OPEB Contributions as a Percentage of
Covered Payroll (1) 1.88% 2.28% 2.07% 1.84% 1.06% 1.39% 0.16% 2.46% 3.43%

(1) Includes Surcharge

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of School Contributions - OPEB

School Employees Retirement System of Ohio
Last Nine Fiscal Years 
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(1) Information prior to 2011 is not available. Schedule is intended to show ten years of information, and additional years’ will be displayed 

as it become available.  

2019 2018 2017 2016 2015 2014 2013 2012 2011

Contractually Required Contribution -$                     -$                     -$                 -$                 -$                 5,910$              3,798$              2,320$              6,227$              

Contributions in Relation to the 
Contractually Required Contribution -                      -                      -                  -                  -                  (5,910)              (3,798)              (2,320)              (6,227)              

Contribution Deficiency (Excess) -$                     -$                     -$                 -$                 -$                 -$                 -$                 -$                 -$                 

School Covered Payroll 855,614$              774,264$              1,083,771$        1,260,057$        938,057$          590,992$          379,785$          232,046$          622,746$          

Contributions as a Percentage of
Covered Payroll 0.00% 0.00% 0.00% 0.00% 0.00% 1.00% 1.00% 1.00% 1.00%

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of School Contributions - OPEB

State Teachers Retirement System of Ohio
Last Nine Fiscal Years 
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NOTE 1 ‐ NET PENSION LIABILITY 
 
Changes in Assumptions ‐ SERS 

 

For fiscal year 2017, the SERS Board adopted the following assumption changes: 

 Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent 

 Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent 

 Assumed real wage growth was reduced from 0.75 percent to 0.50 percent 

 Rates of withdrawal, retirement and disability were updated to reflect recent experience. 

 Mortality among active members was updated to RP‐2014 Blue Collar Mortality Table with fully 

generational projection and a five year age set‐back for both males and females. 

 Mortality among service retired members, and beneficiaries was updated to RP‐2014 Blue Collar 

Mortality Table with fully generational projection with Scale BB, 120 percent of male rates, and 

110 percent of female rates. 

 Mortality among disabled members was updated to RP‐2000 Disabled Mortality Table, 90 

percent for male rates and 100 percent for female rates, set back five years is used for the 

period after disability retirement.   

 

Changes in Benefit Terms ‐ SERS 

For fiscal year 2018, the cost‐of‐living adjustment was changed from a fixed 3.00 percent to a cost‐of‐
living adjustment  that  is  indexed  to CPI‐W not greater  than 2.50 percent with a  floor of  zero percent 
beginning January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has 
enacted a three‐year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the Retirement Board approved several changes to the actuarial assumptions in 2017. 
The  long  term  expected  rate  of  return was  reduced  from  7.75  percent  to  7.45  percent,  the  inflation 
assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered 
to 3.00 percent, and total salary increases rate was lowered by decreasing the merit component of the 
individual salary increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy 
and  disabled mortality  assumptions were  updated  to  the  RP‐2014 mortality  tables with  generational 
improvement  scale MP‐2016. Rates of  retirement,  termination and disability were modified  to better 
reflect anticipated future experience. 
 

Changes in Benefit Terms ‐ STRS 

 

For fiscal year 2018, the cost‐of‐living adjustment (COLA) was reduced to zero.  
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NOTE 2 ‐ NET OPEB ASSET / LIABILITY 
 
Changes in Assumptions – SERS 
 
Amounts  reported  for  fiscal  year  2019  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 3.56 percent to 3.62 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased from 3.63 percent to 3.70 percent. The health care cost trend assumptions changed as follows:  
 
Pre‐Medicare 
   Fiscal year 2018   7.50 percent initially, decreasing to 4.00 percent 

Fiscal year 2019 7.25 percent initially, decreasing to 4.75 percent 
Medicare 
  Fiscal year 2018   5.50 percent initially, decreasing to 5.00 percent 

Fiscal year 2019 5.375 percent initially, decreasing to 4.75 percent 
 

Amounts  reported  for  fiscal  year  2018  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 2.92 percent to 3.56 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased from 2.98 percent to 3.63 percent. 
 
Changes in Benefit Terms ‐ SERS 

There have been no changes to the benefit provisions. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2019, the discount rate was increased from the blended rate of 4.13 percent to the long‐
term expected rate of return of 7.45 percent. Valuation year per capita health care costs were updated. 
Health care cost trend rates ranged from 6.00 percent to 11 percent initially and a 4.50 percent ultimate 
rate for fiscal year 2018 and changed for fiscal year 2019 to a range of  ‐5.20 percent to 9.60 percent, 
initially and a 4.00 ultimate rate. 
 
For fiscal year 2018, the blended discount rate was increased from 3.26 percent to 4.13 percent. Valuation 
year per capita health care costs were updated, and the salary scale was modified. The percentage of 
future retirees electing each option was updated based on current data and the percentage of  future 
disabled  retirees  and  terminated  vested  participants  electing  health  coverage  were  decreased.  The 
assumed  mortality,  disability,  retirement,  withdrawal  and  future  health  care  cost  trend  rates  were 
modified along with the portion of rebated prescription drug costs. 
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NOTE 2 ‐ NET OPEB ASSET / LIABILITY (Continued) 
 
Changes in Benefit Terms – STRS 
 
For fiscal year 2019, the subsidy multiplier for non‐Medicare benefit recipients was increased from 1.9 
percent to 1.944 percent per year of service effective January 1, 2019. The non‐Medicare frozen subsidy 
base  premium  was  increased  effective  January  1,  2019  and  all  remaining Medicare  Part  B  premium 
reimbursements will be discontinued beginning January 1, 2020. 
 
For  fiscal  year 2018,  the  subsidy multiplier  for non‐Medicare benefit  recipients was  reduced  from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. This was subsequently extended, see above paragraph.  
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December 18, 2019 
 
To the Board of Directors  
Columbus Bilingual Academy North 
3360 Kohr Blvd. 
Columbus, Ohio 432224 
 

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 
and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the Columbus 
Bilingual Academy North, Franklin County, Ohio (the “School”) as of and for the year ended June 30, 
2019, and the related notes to the financial statements, which collectively comprise the School’s basic 
financial statements, and have issued our report thereon dated December 18, 2019.  
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School's internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate in 
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the School’s internal control. Accordingly, we 
do not express an opinion on the effectiveness of the School’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with 
governance.  
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified. 
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Columbus Bilingual Academy North 
Independent Auditor’s Report on Internal Control over Financial Reporting and on  

Compliance and Other Matters Based on an Audit of Financial Statements  
Performed in Accordance with Government Auditing Standards 

Page 2 of 2 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 
results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 

 
 

 
Dublin, Ohio 
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Board of Education 
Columbus Bilingual Academy North 
3360 Kohr Blvd. 
Columbus, Ohio 43224 
 
 
We have reviewed the Independent Auditor’s Report of the Columbus Bilingual Academy North, 
Franklin County, prepared by Charles E. Harris & Associates, Inc., for the audit period July 1, 
2017 through June 30, 2018.  Based upon this review, we have accepted these reports in lieu of 
the audit required by Section 117.11, Revised Code.  The Auditor of State did not audit the 
accompanying financial statements and, accordingly, we are unable to express, and do not 
express an opinion on them.  
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Columbus Bilingual Academy North is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
February 4, 2019  
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Rockefeller Building 
614 W Superior Ave Ste 1242 
Cleveland OH  44113-1306 

Charles E. Harris & Associates, Inc.    Office phone - (216) 575-1630 
Certified Public Accountants      Fax - (216) 436-2411 

 
 

INDEPENDENT AUDITOR’S REPORT 
 
 
Columbus Bilingual Academy North 
Franklin County 
3360 Kohr Blvd 
Columbus, Ohio 43224 
 
To the Board of Directors: 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Columbus Bilingual Academy North, 
Franklin County, Ohio (the School), as of and for the year ended June 30, 2018, and the related notes to 
the financial statements, which collectively comprise the School’s basic financial statements as listed in the 
table of contents.   
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes the 
design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or error. 
 
Auditor's Responsibility 
 
Our responsibility is to express opinions on these financial statements based on our audit. We conducted 
our audit in accordance with auditing standards generally accepted in the United States of America and the 
standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States.  Those standards require that we plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are free from material misstatement.  
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements.  The procedures selected depend on the auditor’s judgment, including the assessment 
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making 
those risk assessments, the auditor considers internal control relevant to the School’s preparation and fair 
presentation of the financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the School's internal 
control. Accordingly, we express no such opinion.  An audit also includes evaluating the appropriateness 
of accounting policies used and the reasonableness of significant accounting estimates made by 
management, as well as evaluating the overall presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinions.   
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of the Columbus Bilingual Academy North, Franklin County, Ohio, as of June 30, 2018, and the 
changes in financial position and cash flows thereof for the year then ended in accordance with accounting 
principles generally accepted in the United States of America.  
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Columbus Bilingual Academy North 
Franklin County 
Independent Auditor’s Report 
Page 2 
 
 
Emphasis of Matter 
 
As discussed in Note 15 to the financial statements, during the year ended June 30, 2018, the School 
adopted new guidance in Governmental Accounting Standards Board (GASB) Statement No. 75, 
Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions.  We did not modify 
our opinion regarding this matter. 
 
Other Matters 
 
Required Supplementary Information  
 
Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis, and schedules of net pension liabilities, other postemployment liabilities, and 
pension and other postemployment contributions listed in the table of contents, be presented to supplement 
the basic financial statements.  Such information, although not a part of the basic financial statements, is 
required by the Governmental Accounting Standards Board, who considers it to be an essential part of 
financial reporting for placing the basic financial statements in an appropriate operational, economic, or 
historical context. We have applied certain limited procedures to the required supplementary information in 
accordance with auditing standards generally accepted in the United States of America, which consisted of 
inquiries of management about the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements.  We do not express an opinion 
or provide any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance. 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated December 31, 
2018, on our consideration of the School’s internal control over financial reporting and our tests of its 
compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters.  
The purpose of that report is solely to describe the scope of our testing of internal control over financial 
reporting and compliance, and the results of that testing, and not to provide an opinion on the effectiveness 
of the School’s internal control over financial reporting or on compliance.  That report is an integral part of 
an audit performed in accordance with Government Auditing Standards in considering the School’s internal 
control over financial reporting and compliance.  
 
 

 
Charles E. Harris & Associates, Inc. 
December 31, 2018 
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The discussion and analysis of the Columbus Bilingual Academy North (the School) financial performance 
provides an overall review of the School’s financial activities for the fiscal year ended June 30, 2018. The 
intent of this discussion and analysis is to look at the School’s’ financial performance as a whole; readers 
should also review the basic financial statements and notes to the basic financial statements to enhance 
their understanding of the School’s financial performance.  

The Management’s Discussion and Analysis (MD&A) is an element of the new reporting model adopted 
by the Governmental Accounting Standards Board (GASB) in their Statement No. 34 Basic Financial 
Statements – and Management’s Discussion and Analysis – for State and Local Governments. Certain 
comparative information between the current fiscal year and the prior fiscal year is required to be 
presented in the MD&A.  

FINANCIAL HIGHLIGHTS 
 
Key Financial Highlights for the School for the 2017-18 school year are as follows:  

 Total Assets increased $1,257,504. 

 Total Liabilities decreased $286,610.   

 Total Net Position increased $430,832.  

 Total Operating and Non-Operating revenues were $3,055,081. Total Operating and Non-
Operating expenses were $2,624,249. 
 

USING THIS ANNUAL REPORT 
  
This report consists of four parts: the MD&A, the basic financial statements, notes to those statements, 
and required supplemental information.  The basic financial statements include a Statement of Net 
Position, a Statement of Revenues, Expenses and Changes in Fund Net Position, and a Statement of Cash 
Flows.   

The Statement of Net Position and Statement of Revenues, Expenses, and Changes in Net Position reflect 
how the School did financially during fiscal year 2018.  These statements include all assets and deferred 
outflows and liabilities and deferred inflows using the accrual basis of accounting similar to the accounting 
used by most private-sector companies. This basis of accounting includes all of the current year revenues 
and expenses regardless of when cash is received or paid.  

These statements report the School’s Net Position and changes in those assets. This change in Net Position 
is important because it tells the reader whether the financial position of the School has improved or 
diminished. The causes of this change may be the result of many factors, some financial, some not. Non-
financial factors include the School’s’ student enrollment, per-pupil funding as determined by the State 
of Ohio, change in technology, required educational programs and other factors. 

The School uses enterprise presentation for all of its activities. 
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USING THIS ANNUAL REPORT (Continued) 
 
Statement of Net Position - The Statement of Net Position answers the question of how the School did 
financially during 2018.  This statement includes all assets, deferred outflows of resources, liabilities, and 
deferred inflows of resources, both financial and capital, and short-term and long-term using the accrual 
basis of accounting and economic resource focus, which is similar to the accounting used by most private-
sector companies.  This basis of accounting takes into account all revenues and expenses during the year, 
regardless of when the cash is received or paid.     
 
Table 1 provides a summary of the School’s Net Position for fiscal year 2018 compared to fiscal year 
2017. 

Assets

Current Assets  $             1,780,782  $             1,897,437 

Capital Assets, Net                 1,891,790                     517,631 

     Total Assets                 3,672,572                 2,415,068 

Deferred Outflows of Resources                 1,876,996                 2,260,922 

       

Liabilities        

Current Liabilities                     245,645                     632,094 

NonCurrent Liabilities                 5,016,363                 4,916,524 

      Total Liabilties                 5,262,008                 5,548,618 

Deferred Inflows of Resources                     741,375                       12,019 

Net Position

Investment in Capital Assets                 1,891,790                     517,631 

Unrestricted               (2,345,605)               (1,402,278)

      Total Net Position  $              (453,815)  $              (884,647)

 

Table 1

Statement of Net Position

2018 Restated 2017

 
The net pension liability (NPL) is the largest single liability reported by the School at June 30, 2018   and is 
reported pursuant to GASB Statement 68, “Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27.”   For fiscal year 2018, the School adopted GASB Statement 75, 
“Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions,” which 
significantly revises accounting for costs and liabilities related to other postemployment benefits (OPEB).  
For reasons discussed below, many end users of this financial statement will gain a clearer understanding 
of the School’s actual financial condition by adding deferred inflows related to pension and OPEB, the net 
pension liability and the net OPEB liability to the reported net position and subtracting deferred outflows 
related to pension and OPEB. 
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USING THIS ANNUAL REPORT (Continued) 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OBEP liability.  GASB 68 and GASB 75 
take an earnings approach to pension and OPEB accounting; however, the nature of Ohio’s statewide 
pension/OPEB plans and state law governing those systems requires additional explanation in order to 
properly understand the information presented in these statements. 
 
GASB 68 and GASB 75 require the net pension liability and the net OPEB liability to equal the School’s 
proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive    

employees’ past service  

2. Minus plan assets available to pay these benefits 

GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, 
and the promise of a future pension and other postemployment benefits.  GASB noted that the unfunded 
portion of this promise is a present obligation of the government, part of a bargained-for benefit to the 
employee, and should accordingly be reported by the government as a liability since they received the 
benefit of the exchange.  However, the School is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio Revised Code permits, but does not require the 
retirement systems to provide healthcare to eligible benefit recipients.  The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a specific, 
legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the 
unfunded liability of the pension/OPEB plan as against the public employer.  State law operates to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the employment exchange with notice as to the law.  The retirement system is responsible for the 
administration of the pension and OPEB plans 
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USING THIS ANNUAL REPORT (Continued) 
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability.  As explained above, changes in benefits, 
contribution rates, and return on investments affect the balance of these liabilities, but are outside the 
control of the local government.  In the event that contributions, investment returns, and other changes 
are insufficient to keep up with required payments, State statute does not assign/identify the responsible 
party for the unfunded portion.  Due to the unique nature of how the net pension liability and the net 
OPEB liability are satisfied, these liabilities are separately identified within the long-term liability section 
of the statement of net position. 
 
In accordance with GASB 68 and GASB 75, the School’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB liability, respectively, not accounted for as 
deferred inflows/outflows.  
 
As a result of implementing GASB 75, the School is reporting a net OPEB liability and deferred 
inflows/outflows of resources related to OPEB on the accrual basis of accounting.  This implementation 
also had the effect of restating net position at June 30, 2017, from ($163,894) to ($884,647). 
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USING THIS ANNUAL REPORT (Continued) 
 
Statement of Revenues, Expenses and Changes in Net Position - Table 2 shows the change in Net Position 
for fiscal years 2018 and 2017, as well as a listing of revenues and expenses.   This change in Net Position 
is important because it tells the reader that, for the School as a whole, the financial position of the School 
has improved or diminished. The cause of this may be the result of many factors, some financial, some 
not.  Non-financial factors include the current laws in Ohio restricting revenue growth, facility conditions, 
required educational programs and other factors. 
 

Operating Revenues

State Aid  $             2,335,330  $             2,918,232 

Other                       10,969                          1,123 

     Total Operating Revenues                 2,346,299                 2,919,355 

Operating Expenses       

Salaries                                 -                   1,177,159 

Fringe Benefits                                 -                   1,019,121 

Purchased Services                 1,874,841                 1,609,067 

Materials and Supplies                     109,830                     124,372 

Depreciation                       98,015                       38,170 

Other                       31,877                          8,368 

      Total Operating Expenses                 2,114,563                 3,976,257 

Operating Income (Loss)                     231,736               (1,056,902)

Non-Operating Revenues/ (Expenses)

Federal Grants                     708,782                     482,068 

Loss on Disposal of Assets                   (338,067)                                 -   

Interest Expense                   (171,619)                                 -   

      Total Revenues/ (Expenses)                     199,096                     482,068 

 

Change in Net Position 430,832$                (574,834)$               

Table 2

Change in Net Position

2018 2017
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The information necessary to restate the 2017 beginning balances and the 2018 OPEB expense amounts 
for the effects of the initial implementation of GASB 75 is not available.  Therefore, 2017 functional 
expenses still include OPEB expense of $1,785 computed under GASB 45.  GASB 45 required recognizing 
pension expense equal to the contractually required contributions to the plan. Under GASB 75, OPEB 
expense represents additional amounts earned, adjusted by deferred inflows/outflows. The contractually 
required contribution is no longer a component of OPEB expense. Under GASB 75, the 2018 statements 
report negative OPEB expense of $130,837.  Consequently, in order to compare 2018 total program 
expenses to 2017, the following adjustments are needed: 
 

Total 2018 program expenses under GASB 75 2,114,563$             

Negative OPEB expense under GASB 75 130,837                   

2018 contractually required contribution 8,683                        

Adjusted 2018 program expenses 2,254,083                

Total 2017 program expenses under GASB 45 3,976,257                

Decrease in program expenses note related to OPEB 1,722,174$             

 
Current assets represent cash and cash equivalents, intergovernmental receivable, and other assets.  
Current liabilities represent accounts payable, accrued expenses, accrued wages and benefits, advances 
payable, line of credit, term loan, and withholdings payable at fiscal year-end.    
 

BUDGETING HIGHLIGHTS 
 
Unlike other public schools located in the State of Ohio, community schools are not required to follow 
budgetary provisions set forth in Ohio Rev. Code Chapter 5705 (with the exception section 5705.391 – 
Five Year Forecasts), unless specifically provided in the community school’s contract with its Sponsor. 

The contract between the School and its Sponsor does prescribe a budgetary process. The School must 
prepare and submit a detail budget for every fiscal year to the Board of Directors and its Sponsor.  The 
five-year forecast is also submitted to the Ohio Department of Education, annually. 
 

CAPITAL ASSETS  

At fiscal year end, the School’s net capital asset balance was $1,891,790.   This balance represents current 
year additions of $1,932,596, current year disposals of $460,422 and offset by current year depreciation 
of $98,015.   For more information on capital assets, see Note 5 of the Basic Financial Statements. 
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CURRENT FINANCIAL ISSUES 
 
The School is a community School and is funded through the State of Ohio Foundation Program.  The 
School relies on this, as well as, State and Federal funds as its primary source of revenue.   In 2018, the 
State raised the base per pupil funding to $6,010, which is up from $6,000 in the previous 
year.  Additionally, community schools in Ohio will be allocated a small amount of facilities funding which 
is also per pupil based.  This amount is projected to be $200 per pupil. 
 
The full-time equivalent enrollment of the School for the year ended June 30, 2018 was 347 compared to 
a figure of 263 at the end of fiscal year 2017. 
 
Overall, the School will continue to provide learning opportunities and apply resources to best meet the 
needs of the students served.  
 

CONTACTING THE SCHOOL’S FINANCIAL MANAGEMENT 
 
This financial report is designed to provide our citizen’s, taxpayers, investors and creditors with a general 
overview of the School’s finances and to demonstrate accountability for the money it receives. If you have 
questions about this report or need additional information contact the School’s Fiscal Officer, C. David 
Massa, CPA, of Massa Financial Solutions, LLC, 2100 Morse Road, Columbus, Ohio 43224.
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               COLUMBUS BILINGUAL ACADEMY NORTH - FRANKLIN COUNTY, OHIO 

  
Statement of Net Position 

At June 30, 2018 

Assets:

Current Assets:

    Cash and Cash Equivalents 982,268$          

    Restricted Cash 650,000            

    Accounts Receivable 4,365

    Intergovernmental Receivable 83,452

    Prepaid Expense 60,697

      Total Current Assets 1,780,782

Noncurrent Assets:

  Capital  Assets, net of Accumulated Depreciation 1,891,790

1,891,790

Total Assets 3,672,572         

Deferred Outflows of Resources:

    Pension 1,846,110         

    OPEB 30,886               

Total Deferred Outflows of Resources 1,876,996         

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 70,437               

    Accounts Payable, Related Party 121,740            

    Accrued Expenses 53,468               

       Total Current Liabilities 245,645            

Noncurrent Liabilities:

  Net Pension Liability 2,508,686

  Net Benefits Liability 458,308

  Noncurrent Portion of Long-term Debt 2,049,369

    Total Noncurrent Liabilities 5,016,363

       Total Liabilities 5,262,008

Deferred Inflows of Resources:

    Pension 587,564            

    OPEB 153,811            

Total Deferred INflows of Resources 741,375            

Net Position:

  Invested in Capital  Assets, Net of Related Debt 14,040

  Restricted for Debt Purposes 650,000            

  Unrestricted Net Position (1,117,855)

  Total Net Position (453,815)$         

 
See Accompanying Notes to the Basic Financial Statements 
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COLUMBUS BILINGUAL ACADEMY NORTH - FRANKLIN COUNTY, OHIO 

  
Statement of Revenues, 

Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2018 

 
 

Operating Revenues:

  State Aid 2,335,330$       

  Miscellaneous 10,969

    Total Operating Revenues 2,346,299

Operating Expenses:

  Purchased Services 1,874,841

  Depreciation 98,015

  Supplies 109,830

  Other Operating Expenses 31,877

    Total Operating Expenses 2,114,563

      Operating Income 231,736

Non-Operating Revenues and (Expenses):

  Federal Grants 708,782

  Loss on Disposal of Assets (338,067)           

  Interest Expense (171,619)           

    Net Nonoperating Revenues and (Expenses) 199,096

Change in Net Position 430,832            

Net Position Beginning of Year, Restated (884,647)           

Net Position End of Year (453,815)$         

See Accompanying Notes to the Basic Financial Statements  
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COLUMBUS BILINGUAL ACADEMY NORTH - FRANKLIN COUNTY, OHIO 

  
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2018  

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 2,305,517$       

Other Operating Receipts 10,969               

Cash Payments to Suppliers for Goods and Services (1,759,159)        

Cash Payments to Employees for Services (1,241,639)        

Cash Payments for Employee Benefits (236,531)           

Net Cash Provided By Operating Activities (920,843)           

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Construction Loan Payable Proceeds 2,049,369         

Interest Payments (171,619)           

Purchase of Assets (1,810,241)        

Net Cash Used for Capital and Related Financing Activities 67,509               

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Federal and State Grant Receipts 660,860            

Net Cash Provided By Noncapital Financing Activities 660,860            

Net Increase in Cash and Cash Equivalents (192,474)           

Cash and Cash Equivalents - Beginning of the Year 1,824,742         

Cash and Cash Equivalents - Ending of the Year 1,632,268$       

  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

(continued) 
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COLUMBUS BILINGUAL ACADEMY NORTH - FRANKLIN COUNTY, OHIO  
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2018 

(Continued) 
 

Reconciliation of Operating Loss to Net Cash Provided By Operating Activities

Operating Income 231,736$          

Adjustments to Reconcile Operating Loss to

Net Cash Provided By Operating Activities

Depreciation 98,015               

Changes in Assets, Liabilities, and Deferred Inflows and Outflows:

(Increase)/Decrease in Receivables (34,178)             

(Increase)/ Decrease in Deferred Outflows 383,926            

Increase/ (Decrease) in Deferred Inflows 729,356            

Increase/ (Decrease) in Claims Payable (215,000)           

Increase/ (Decrease) in Net Pension Liabil ity (1,949,530)        

(Increase)/Decrease in Prepaid Expense (13,077)             

Increase/(Decrease) in Accounts Payable, Trade 4,127                 

Increase/(Decrease) in Accrued Expenses (100,503)           

Increase/(Decrease) in Accrued Wages and Benefits (90,045)             

Increase/(Decrease) in Withholdings Payable 34,329               

Net Cash Provided By Operating Activities (920,843)$         

 
 
        See Accompanying Notes to the Basic Financial Statements 
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NOTE 1 - DESCRIPTION OF THE ENTITY 
 
The Columbus Bilingual Academy North, (the School) is a nonprofit corporation established pursuant to 
Ohio Revised Code Chapters 3314 and 1702.  The School’s mission is to provide an orderly and supportive 
environment for students in kindergarten through eighth grade. The School operates on a foundation, 
which fosters character building for all students, parents and staff members.  The School, which is part of 
the State’s education program, is independent of any school district and is nonsectarian in its programs, 
admission policies, employment practices, and all other operations.  The School may acquire facilities as 
needed and contract for any services necessary for the operation of the School. 
 
The School was approved for operation under a contract with The Richland Academy (the Sponsor).  The 
contract was renewed July 1, 2017 for an additional two years. The Sponsor is responsible for evaluating 
the performance of the School and has the authority to deny renewal of the contract at its expiration or 
terminate the contract prior to its expiration.  
 
The School operates under the direction of a Board of Directors (the Board).  The Board is responsible for 
carrying out the provisions of the contract which include, but are not limited to, state mandated provisions 
regarding student populations, curriculum, academic goals, performance standards, admissions 
standards, and qualifications of teachers.  The Board controls the School’s instructional and administration 
facility staffed by 33 non-certified and certified full-time teaching personnel who provide services to 347 
students. 
 
The School contracts with Accel Schools for management services including management of personnel 
and human resources, the program of instruction, technology, marketing, data management, purchasing, 
strategic planning, public relations, financial reporting, recruiting, compliance issues, budgets, contracts, 
and equipment and facilities. 
 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The basic financial statements of the School have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental nonprofit organizations. The Governmental 
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental 
accounting and financial reporting principles. The more significant of the School’s accounting policies are 
described below. 

 
Basis of Presentation - The School’s basic financial statements consist of a Statement of Net Position, a 
Statement of Revenue, Expenses and Change in Fund Net Position, and a Statement of Cash Flows. 
Enterprise fund reporting focuses on the determination of the changes Net Position, financial position and 
cash flows. 
 
The Government Accounting Standards Board requires the presentation of all financial activity to be 
reported within one enterprise fund for year-ending reporting purposes.  Enterprise accounting is used to 
account for operations that are financed and operated in a manner similar to private business enterprise 
where the intent is that the cost (expense) of providing goods and services to the general public on a 
continuing basis be financed or recovered primarily through user charges. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Measurement Focus and Basis of Accounting - The accounting and financial reporting treatment is 
determined by measurement focus. Enterprise accounting uses a flow of economic resources 
measurement focus. Under this measurement focus, all assets, all deferred outflows of resources, all 
liabilities, and all deferred inflows of resources are included on the Statement of Net Position. The 
Statement of Revenues, Expenses and Changes in Net Position presents increases (e.g., revenues) and 
decreases (e.g., expenses) in total Net Position. 
 
Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported in 
the financial statements.  Basis of accounting is used for reporting purposes.  Revenues are recognized 
when they are earned, and expenses are recognized when they are incurred.  
 
Budgetary Process - Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C).  However, unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter 5705, unless specifically provided in the contract between the School and its Sponsor. The 
contract between the School and its Sponsor does not require the School to follow the provisions Ohio 
Revised Code Chapter 5705; therefore, no budgetary information is presented in the basic financial 
statements. 

       
Cash and Cash Equivalents - Cash received by the School is reflected as “Cash and Cash Equivalents” on 
the Statement of Net Position.  The School did not have any investments during the period ended June 
30, 2018. 
 
Restricted Cash – Cash held by the School in accounts that are restricted from general use and designated 
for a specific purpose are reflected as “Restricted Cash” on the Statement of Net Position.   At June 30, 
2018, $650,000 was held as restricted cash per the loan agreement with LRR Development, LLC for 
construction proceeds. 
      
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from these estimates. 
 
Capital Assets and Depreciation - Capital assets are capitalized at cost. Donated capital assets are 
recorded at their acquisition values as of the date received. The costs of additions are capitalized and 
expenditures for repairs and maintenance are expensed when incurred.  When property is sold or retired, 
the related costs and accumulated depreciation are removed from the financial records and any gain or 
loss is included in additions to or deductions from Net Position. Capital assets were $1,891,790, as of June 
30, 2018, net of accumulated depreciation. Depreciation of capital assets is calculated utilizing the 
straight-line method over the estimated useful lives of the asset which are as follows: 

Asset Class     Useful Life 
Leasehold Improvements    25 years 
Computers & Software       3 years 

 Furniture, Fixtures, & Equipment     5 years 
      Textbooks       3 years       
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Capital Assets and Depreciation (continued) 
 
The School’s policy for asset capitalization threshold is $5,000. Assets or certain asset groups not meeting 
the capitalization threshold are not capitalized and are not included in the assets represented in the 
accompany statement of Net Position. 
 
Intergovernmental Revenues - The School currently participates in the State Foundation Program. 
Revenues received from this program are recognized as operating revenues in the accounting period in 
which all eligibility requirements have been met. 
 
Grants and entitlements are recognized as non-operating revenues in the accounting period in which 
eligibility requirements have been met. 
 
Eligibility requirements include timing requirements, which specify the year when the resources are 
required to be used or the fiscal year when use is first permitted, matching requirements, in which the 
School must provide local resources to be used for a specified purpose, and expenditure requirements, in 
which the resources are provided to the School on a reimbursement basis. 
 
The School also participates in various federal programs passed through the Ohio Department of 
Education. Under the above programs the School recorded $2,335,330 this fiscal year from the 
Foundation Program and Casino Tax Revenues and $708,782 from Federal Grants. 
 
Accrued Liabilities - Obligations incurred but unpaid at June 30 are reported as accrued liabilities in the 
accompanying financial statements.  These liabilities consisted of Accounts Payable and Accrued Expenses 
and totaled $245,645 at June 30, 2018. 

 
Exchange and Non-Exchange Transactions - Revenue resulting from exchange transactions, in which each 
party gives and receives essentially equal value, is recorded on the accrual basis when the exchange takes 
place. Non-exchange transactions, in which the School receives value without directly giving equal value 
in return, include grants, entitlements and donations.  Revenue from grants, entitlements and donations 
is recognized in the fiscal year in which all eligibility requirements have been satisfied.  Eligibility 
requirements include timing requirements, which specify the year when the resources are required to be 
used or the fiscal year when use is first permitted, matching requirements, in which the School must 
provide local resources to be used for a specified purpose, and expenditures requirements, in which the 
resources are provided to the School on a reimbursement basis. 

 
Deferred Inflows and Deferred Outflows of Resources - In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of resources represent a consumption of net position that applies to a future period and will not be 
recognized as an outflow of resources (expense/expenditure) until then.  For the School, deferred 
outflows of resources are reported on the statement of net position for pension and OPEB.  The deferred 
outflows of resources related to pension and OPEB plans are explained in Note 8 and 9.   
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Deferred Inflows and Deferred Outflows of Resources (continued) - In addition to liabilities, the 
statements of financial position report a separate section for deferred inflows of resources. Deferred 
inflows of resources represent an acquisition of net position that applies to a future period and will not 
be recognized until that time. For the School, deferred inflows of resources include pension and OPEB. 
These amounts are deferred and recognized as an inflow of resources in the period the amounts become 
available.  Deferred inflows of resources related to pension and OPEB plans are reported on the statement 
of net position. (See Note 8 and 9) 
 
Net Position - Net position represents the difference between assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources. Net Position is reported as restricted when there are 
limitations imposed on their use through external restriction imposed by creditors, grantors, or laws and 
regulations of other governments.  The School applies restricted resources when an expense is incurred 
for purposes for which both restricted and unrestricted Net Position are available. Net Position invested 
in capital assets consist of capital assets, net of accumulated depreciation, reduced by the outstanding 
balances of any borrowings used for the acquisition, construction, or improvement of those assets. 

 
Operating Revenues and Expenses - Operating revenues are those revenues that are generated directly 
from the primary activities of the School.  For the School, these revenues are primarily the State 
Foundation program.  Operating expenses are necessary costs incurred to provide the good or service 
that is the primary activity of the School.  All revenues and expenses not meeting this definition are 
reported as non-operating.   

 
Pensions/Other Postemployment Benefits (OPEB) – For purposes of measuring the net pension/OPEB 
liability, deferred outflows of resources and deferred inflows of resources related to pensions/OPEB, and 
pension/OPEB expense, information about the fiduciary net position of the pension/OPEB plans and 
additions to/deductions from their fiduciary net position have been determined on the same basis as they 
are reported by the pension/OPEB plan.  For this purpose, benefit payments (including refunds of 
employee contributions) are recognized when due and payable in accordance with the benefit terms.  The 
pension/OPEB plans report investments at fair value. 
 

NOTE 3 - CASH AND CASH EQUIVALENTS 
 
The School classifies deposits by category of risk as defined in GASB Statement No.3 “Deposits with 
Financial Institutions, Investments (including Repurchase Agreements) and Reverse Repurchase 
Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk Disclosures”. 
 
The School maintains its cash balances at Huntington Bank in Ohio. The balances are insured by the 
Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account. At June 30, 2018, 
the book amount of the School’s deposits was $1,632,268 and the bank balance was $1,684,434.   
$650,000 of this amount was held in a separately controlled account at year end.  These funds were 
escrowed and due to the contractor in relation to the construction project. 
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NOTE 3 - CASH AND CASH EQUIVALENTS (continued) 
 
Custodial Credit Risk for deposits is the risk that in the event of bank failure, the School will not be able 
to recover deposits or collateral securities that are in the possession of an outside party. At June 30, 2018, 
$251,222 was covered by FDIC, while $1,433,212 of the School’s bank balance of $1,684,434 was exposed 
to custodial credit risk because those deposits were uninsured and uncollateralized. 

 
NOTE 4 - RECEIVABLES 
 
The School had intergovernmental receivables of $83,452 at June 30, 2018. These receivables represented 
monies due to the School from State Aid, as well as the Title I and IDEA grant programs, but not received 
as of June 30, 2018.   
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NOTE 5 - CAPITAL ASSETS  
 
For the period ending June 30, 2018, the School’s capital assets consisted of the following: 

NOTE 6 - LONG-TERM OBLIGATIONS 
 
The changes in the School’s long-term obligations during fiscal year 2018 were as follows: 

In August of 2017, the School obtained a Construction Loan in an amount not to exceed $2,500,000 
from LRR Development Company LLC to add to the new school location.  An amortization schedule was 
not available as of the date of this report. 

 

Balance Balance

06/30/17 Additions Deletions 06/30/18

Capital Assets:

Construction in Progress 122,354$      -$                 (122,354)$   -$              

Land Improvements 9,995           -                  (9,995)        -                

Building Improvements 367,358        -                  (367,358)     -                

Leasehold Improvements -               1,932,596     -                1,932,596      

Computers & Software 39,734         -                  -                39,734           

Furniture & Equipment 193,433        -                  -                193,433         

Total Capital Assets 732,874        1,932,596     (499,707)     2,165,763      

Less Accumulated Depreciation:

Land Improvements (6,499)          -                  6,499         -                

Building Improvements (32,786)        -                  32,786        -                

Leasehold Improvements -               (77,304)         -                (77,304)          

Computers & Software (22,477)        (17,257)         -                (39,734)          

Furniture & Equipment (153,482)       (3,453)          -                (156,935)        

Total Accumulated Depreciation (215,243)       (98,015)         39,285        (273,973)        

Total Capital Assets, Net 517,631$      1,834,581$   (460,422)$   1,891,790$    

Restated 

Balance 

6/30/2017 Additions Reductions

Balance 

6/30/2018

Due 

Within 

One Year

Construction Loan -$               2,049,369$   -$                 2,049,369$   -$        

Pension/ OPEB Liability:

Net Pension Liability 4,195,771     -                  (1,687,085)     2,508,686     -           

Net OPEB Liability 722,538         -                  (264,230)        458,308         -           

Total Pension/ OPEB Liability 4,918,309     -                  (1,951,315)     2,966,994     -           

Total Long-Term Obligations 4,918,309$   2,049,369$   (1,951,315)$  5,016,363$   -$        
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NOTE 7 - RISK MANAGEMENT 
 

Property & Liability Insurance - The School is exposed to various risks of loss related to torts; theft of, 
damage to, and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  
During the fiscal year ending June 30, 2018, the School contracted with Argonaut Insurance Co. for its 
insurance coverage as follows:  
 
 

Commercial Property – Personal Property $131,840 
Commercial Crime  

Public Employee Dishonesty $50,000 
Forgery or Alteration $50,000 
Theft, Disappearance and Destruction  $5,000 

Commercial – General Liability (aggregate) $3,000,000 
Commercial Auto $1,000,000 

Educators Legal Liability (aggregate) $3,000,000 
Employment Practices (aggregate) $300,000 
Commercial Excess (aggregate) $1,000,000 

 
There were no settlements in excess of insurance coverage over the past 3 years nor any reduction of 
limits. 

 
Workers’ Compensation - The School pays the State Worker’s Compensation System a premium for 
employee injury coverage.  The premium is calculated by multiplying the monthly total gross payroll by a 
factor that is calculated by the State.  
 
Employee Medical and Dental Benefits - The School provides medical, vision, and dental insurance 
benefits through Aetna to all full-time employees. During the School year, the School paid 90% of the 
monthly premiums for all employees. 
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NOTE 8 - DEFINED BENEFIT PENSIONS PLANS 
  

Net Pension Liability 
 
The net pension liability reported on the Statement of Net Position represents a liability to employees for 
pensions. Pensions are a component of exchange transactions-–between an employer and its 
employees—of salaries and benefits for employee services.  Pensions are provided to an employee—on a 
deferred-payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for pensions is a present obligation 
because it was created as a result of employment exchanges that already have occurred. 
 
The net pension liability represents the School’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   
 
The Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which pensions are financed; however, the School 
does receive the benefit of employees’ services in exchange for compensation including pension.  
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State legislature.  Any resulting legislative change to benefits or funding could 
significantly affect the net pension liability.   Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability 
on the accrual basis of accounting.  Any liability for the contractually-required pension contribution 
outstanding at the end of the year is included in intergovernmental payable on the accrual basis of 
accounting.   
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NOTE 8 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description - School Employees Retirement System (SERS) 
Plan Description – School non-teaching employees participate in SERS, a cost-sharing, multiple-employer 
defined benefit pension plan administered by SERS.  SERS provides retirement, disability, and survivor 
benefits, annual cost-of-living adjustments, and death benefits to plan members and beneficiaries.   
 

Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  SERS issues a 
publicly available, stand-alone financial report that includes financial statements, required supplementary 
information, and detailed information about SERS’ fiduciary net position.  That report can be obtained by 
visiting the SERS website at www.ohsers.org under Employers/Audit Resources.  

 
Age and service requirements for retirement are as follows: 
 

Eligible to Eligible to

Retire on or before Retire on or after

August 1, 2017 * August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 65 with 5 years of service credit Age 57 with 30 years of service credit

Actuarially Reduced Benefits Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or

Age 55 with 25 years of service credit Age 60 with 25 years of service credit

* Members with 25 years of service credit as of August 1, 2017, will be included in this plan.  
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on years of service; 2.2 percent for the first thirty years of service and 2.5 percent for years 
of service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
One year after an effective benefit date, a benefit recipient is entitled to a 2.5 percent cost-of-living 
adjustment (COLA).  This same COLA is added each year to the base benefit amount on the anniversary 
date of the benefit. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the School is required to contribute 14 percent of annual covered payroll. The contribution requirements 
of plan members and employers are established and may be amended by the SERS’ Retirement Board up 
to statutory maximum amounts of 10 percent for plan members and 14 percent for employers.  The 
Retirement Board, acting with the advice of the actuary, allocates the employer contribution rate among 
four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care 
Fund).  For the fiscal year ended June 30, 2018, the allocation to pension, death benefits, and Medicare B 
was 13.5 percent. The remaining 0.5 percent of the employer contribution rate was allocated to the Health 
Care Fund. The School’s contractually required contribution to SERS was $49,657 for fiscal year 2018.    
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NOTE 8 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing, multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information, and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan, and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 
3307.  The DB plan offers an annual retirement allowance based on final average salary multiplied by a 
percentage that varies based on years of service.  Effective August 1, 2015, the calculation will be 2.2 
percent of final average salary for the five highest years of earnings multiplied by all years of service. 
Effective July 1, 2017 the cost-of-living adjustment was reduced to zero.  Members are eligible to retire at 
age 60 with five years of qualifying service credit, or age 55 with 26 years of service, or 31 years of service 
regardless of age.  Age and service requirements for retirement will increase effective August 1, 2015, and 
will continue to increase periodically until they reach age 60 with 35 years of service or age 65 with five 
years of service on August 1, 2026. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination 
of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan.  In the Combined Plan, 12.0 of 
the 14.0 percent member rates goes to the DC Plan and the remaining 2.0 percent goes to the DB plan. 
Member contributions to the DC plan are allocated among investment choices by the member, and 
contributions to the DB plan from the employer and the member are used to fund the defined benefit 
payment at a reduced level from the regular DB Plan.  The defined benefit portion of the Combined Plan 
payment is payable to a member on or after age 60 with five years of services.  The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity 
after termination of employment at age 50 or later.  
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another STRS plan.  The optional annuitization of a member’s defined contribution account or the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of investment gain or loss on the account.  STRS has therefore included all three plan 
options in the GASB 68 schedules of employer allocation and pension amounts by employer.  
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NOTE 8 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit that apply for disability benefits.  Members in the DC Plan who 
become disabled are entitled only to their account balance.  If a member of the DC Plan dies before 
retirement benefits begin, the member’s designated beneficiary is entitled to receive the member’s 
account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2018, plan members were required to contribute 14 percent of their annual covered salary. The School 
was required to contribute 14 percent; the entire 14 percent was the portion used to fund pension 
obligations. The fiscal year 2018 contribution rates were equal to the statutory maximum rates.  
 
The School’s contractually required contributions to STRS was $108,397 for fiscal year 2018.  
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 

Resources Related to Pensions  

The net pension liability was measured as of June 30, 2017, and the total pension liability used to calculate 
the net pension liability was determined by an actuarial valuation as of that date. The School’s proportion 
of the net pension liability was based on the School’s share of contributions to the pension plan relative 
to the contributions of all participating entities.   
 
 
Following is information related to the proportionate share and pension expense: 
 

 
 

SERS STRS Total

Proportion of the Net Pension Liability

  Prior Measurement Date 0.00302400% 0.01187357%

Proportion of the Net Pension Liability

  Current Measurement Date 0.00279320% 0.00985803%

Change in Proportionate Share -0.00023080% -0.00201554%

Proportionate Share of the Net Pension

  Liability 166,888$             2,341,798$          2,508,686$          

Pension Expense 6,857$                 (545,531)$            (538,674)$            
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NOTE 8 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
At June 30, 2018, the School reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 7,180$                 90,428$               97,608$               

Changes of assumptions 8,631                   512,177               520,808               

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 35,203                 1,034,437            1,069,640            

Academy contributions subsequent to the 

  measurement date 49,657                 108,397               158,054               

Total Deferred Outflows of Resources 100,671$             1,745,439$          1,846,110$          

Deferred Inflows of Resources

Differences between expected and

  actual experience -$                     18,874$               18,874$               

Net difference between projected and

  actual earnings on pension plan investments 792                      77,283                 78,075                 

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 17,705                 473,110               490,615               

Total Deferred Inflows of Resources 18,497$               569,267$             587,564$             
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NOTE 8 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
$158,054 reported as deferred outflows of resources related to pension resulting from School 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the year ending June 30, 2019.  Other amounts reported as deferred outflows of resources and 
deferred inflows of resources related to pension will be recognized in pension expense as follows:  
 

SERS STRS Total

Fiscal Year Ending June 30:

2019 $19,348 $465,269 $484,617

2020 17,814            459,876         477,690

2021 (553)               219,998         219,445

2022 (3,892)            (77,368)          (81,260)

2023 0 0 0

Thereafter 0 0 0

Total $32,717 $1,067,775 $1,100,492

 
 
Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment termination).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point.  The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant.  In many cases actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
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NOTE 8 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2017, are presented below: 
 

Wage Inflation 3.00 percent

Future Salary Increases, including inflation 3.50 percent to 18.20 percent

COLA  or Ad Hoc COLA 2.5 percent

Investment Rate of Return 7.50 percent net of investments expense, including inflation

Actuarial Cost Method Entry Age Normal

 
Prior to 2017, an assumption of 3 percent was used for COLA or Ad Hoc COLA. 
 
The mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational 
projection and Scale BB, 120% of male rates and 110% of female rates is used to evaluate allowances to 
be paid. The RP-2000 Disabled Mortality Table with 90% for male rates and 100% for female rates set back 
five years is used for the period after disability retirement.  
 
The most recent experience study was completed June 30, 2015.   
 
The long-term return expectation for the Pension Plan Investments has been determined using a building-
block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  A 
forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating a weighted averaged of the expected 
real return premiums for each asset class, adding the projected inflation rate, and adding the expected 
return from rebalancing uncorrelated asset classes. The target allocation and best estimates of arithmetic 
real rates of return for each major assets class are summarized in the following table: 
 

Target

Asset Class Allocation

Cash 1.00 % 0.50 %

US Stocks 22.50 4.75

International Stocks 22.50 7.00

Fixed Income 19.00 1.50

Private Equity 10.00 8.00

Real Assets 15.00 5.00

Multi-Asset Stratagies 10.00 3.00

Total 100.00 %

Long-Term Expected

Real Rate of Return 
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NOTE 8 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute.  Projected inflows from investment earning were calculated using the long-term assumed 
investment rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of projected 
benefits to determine the total pension liability.   
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the net pension liability calculated using the discount rate of 7.50 percent, as 
well as what each plan’s net pension liability would be if it were calculated using a discount rate that is 
one percentage point lower (6.50 percent), or one percentage point higher (8.50 percent) than the current 
rate.  

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

School District's proportionate share

  of the net pension liability $231,597 $166,888 $112,681

 
 
Actuarial Assumptions – STRS  

Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the July 1, 2017, actuarial valuation, compared with July 1, 2016 are presented below:      
 

July 1, 2017

Inflation 2.50 percent

Projected salary increases 2.50 percent at age 65 to 12.50 percent at age 20

Investment Rate of Return 7.45 percent, net of investment expenses, including inflation

Payroll Increases 3 percent

Cost-of-Living Adjustments 0.0 percent, effective July 1, 2017

  (COLA)

July 1, 2016

Inflation 2.75 percent

Projected salary increases 2.75 percent at age 70 to 12.25 percent at age 20

Investment Rate of Return 7.75 percent, net of investment expenses, including inflation

Payroll Increases 3.5 percent

Cost-of-Living Adjustments 2 percent simple applied as follows:  for members retiring before

  (COLA) August 1, 2013, 2 percent per year; for members retiring August 1, 2013,

 or later, 2 percent COLA paid on fifth anniversary of retirement date.
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NOTE 8 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
For July 1, 2017, actuarial valuations, post-retirement mortality rates for healthy retirees are based on the 
RP-2014 Annuitant Mortality Table with 50% of rates through age 69, 70% of rates between ages 70 and 
79, 90% of rates between ages 80 and 84, and 100% of rates thereafter, projected forward generationally 
using mortality improvement scale MP-2016.  Post-retirement disabled mortality rates are based on the 
RP-2014 Disabled Mortality Table with 90% of rates for males and 100% of rates for females, projected 
forward generationally using mortality improvement scale MP-2016.  Pre-retirement mortality rates are 
based on RP-2014 Employee Mortality Table, projected forward generationally using mortality 
improvement scale MP-2016. 
 
For the July 1, 2016 actuarial valuation, mortality rates were based on the RP-2000 Combined Mortality 
Table (Projection 2022—Scale AA) for Males and Females.  Males’ ages are set-back two years through 
age 89 and no set-back for age 90 and above.  Females younger than age 80 are set back four years, one 
year set back from age 80 through 89, and no set back from age 90 and above.    
 
Actuarial assumptions used in the July 1, 2017, valuation are based on the results of an actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  Actuarial assumptions used in the 
June 30, 2016, valuation are based on the results of an actuarial experience study, effective July 1, 2012. 
 
STRS Ohio’s investment consultant develops an estimate range for the investment return assumption 
based on the target allocation adopted by the Retirement Board. The target allocation and long-term 
expected rate of return for each major asset class are summarized as follows: 
 
 

Target

Asset Class Allocation

Domestic Equity 28.00 % 7.35 %

International Equity 23.00 7.55

Alternatives 17.00 7.09

Fixed Income 21.00 3.00

Real Estate 10.00 6.00

Liquidity Reserves 1.00 2.25

Total 100.00 %   

Long-Term Expected

Real Rate of Return *

 
 
* 10-Year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25% and 
does not include investment expenses. Over a 30-year period, STRS Ohio’s investment consultant indicates that the 
above target allocations should generate a return above the actuarial rate of return, without net value added by 
management.  
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NOTE 8 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2017. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate increases 
described above. For this purpose, only employer contributions that are intended to fund benefits of 
current plan members and their beneficiaries are included.  Projected employer contributions that are 
intended to fund the service costs of future plan members and their beneficiaries, as well as projected 
contributions from future plan members, are not included.   
 
Based on those assumptions, STRS’ fiduciary net position was projected to be available to make all 
projected future benefit payments to current plan members as of June 30, 2017.  Therefore, the long-
term expected rate of return on pension plan investments of 7.45 percent was applied to all periods of 
projected benefit payment to determine the total pension liability as of June 30, 2017. 
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the School’s proportionate share of the net pension liability calculated 
using the current period discount rate assumption of 7.45 percent, as well as what the School’s 
proportionate share of the net pension liability would be if it were calculated using a discount rate that is 
one-percentage-point lower (6.45 percent) or one-percentage-point higher (8.45 percent) than the 
current rate:  

 

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

School District's proportionate share

  of the net pension liability $3,356,885 $2,341,798 $1,486,736

 
 
Benefit Term Changes Since the Prior Measurement Date 
Effective July 1, 2017, the COLA was reduced to zero.  
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NOTE 9 - POSTEMPLOYMENT BENEFITS 
 
Net OPEB Liability 

 
The net OPEB liability reported on the statement of net position represents a liability to employees for 
OPEB. OPEB is a component of exchange transactions-–between an employer and its employees—of 
salaries and benefits for employee services.  OPEB are provided to an employee—on a deferred-payment 
basis—as part of the total compensation package offered by an employer for employee services each 
financial period.  The obligation to sacrifice resources for OPEB is a present obligation because it was 
created as a result of employment exchanges that already have occurred. 

 
The net OPEB liability represents the School’s proportionate share of each OPEB plan’s collective actuarial 
present value of projected benefit payments attributable to past periods of service, net of each OPEB 
plan’s fiduciary net position.  The net OPEB liability calculation is dependent on critical long-term variables, 
including estimated average life expectancies, earnings on investments, cost of living adjustments and 
others.  While these estimates use the best information available, unknowable future events require 
adjusting these estimates annually.   

 
The Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which OPEB are financed; however, the School does 
receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the liability is solely the obligation of the employer, because they benefit from employee 
services.  OPEB contributions come from these employers and health care plan enrollees which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio Revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
to benefits or funding could significantly affect the net OPEB liability. Resulting adjustments to the net 
OPEB liability would be effective when the changes are legally enforceable. The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB liability 
on the accrual basis of accounting.  Any liability for the contractually-required OPEB contribution 
outstanding at the end of the year is included in intergovernmental payable on the accrual basis of 
accounting.   
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NOTE 9 - POSTEMPLOYMENT BENEFITS (continued) 
 

Plan Description - School Employees Retirement System (SERS) 
 
Health Care Plan Description - The School contributes to the SERS Health Care Fund, administered by SERS 
for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a cost-
sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare benefits 
to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the death of a member or retiree, are eligible for SERS’ health care coverage. Most retirees and 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self-insured preferred provider 
organization for its non-Medicare retiree population. For both groups, SERS offers a self-insured 
prescription drug program. Health care is a benefit that is permitted, not mandated, by statute.  The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the 
plan selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required pensions and benefits, the 
Retirement Board may allocate the remainder of the employer contribution of 14 percent of covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2018, .5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro-rated if 
less than a full year of service credit was earned. For fiscal year 2018, this amount was $23,700. Statutes 
provide that no employer shall pay a health care surcharge greater than 2 percent of that employer’s 
SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the total statewide 
SERS-covered payroll for the health care surcharge.  For fiscal year 2018, the School’s surcharge obligation 
was $6,844. 
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The School’s contractually required contribution to SERS was 
$8,683 for fiscal year 2018.   
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NOTE 9 - POSTEMPLOYMENT BENEFITS (continued) 
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part 
B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the 
report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed 
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees, for the most recent year, pay a portion of the health care costs in the form of a monthly 
premium.  Under Ohio law, funding for post-employment health care may be deducted from employer 
contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2018, STRS did 
not allocate any employer contributions to post-employment health care.   
 

OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB  
 
The net OPEB liability was measured as of June 30, 2017, and the total OPEB liability used to calculate the 
net OPEB liability was determined by an actuarial valuation as of that date. The School’s proportion of the 
net OPEB liability was based on the School’s share of contributions to the respective retirement systems 
relative to the contributions of all participating entities.  Following is information related to the 
proportionate share and OPEB expense: 
 

 

 
 

 
 

SERS STRS Total

Proportion of the Net OPEB Liability

  Prior Measurement Date 0.00307103% 0.01187357%

Proportion of the Net OPEB Liability

  Current Measurement Date 0.00274560% 0.00985803%

Change in Proportionate Share -0.00032543% -0.00201554%

Proportionate Share of the Net OPEB

  Liability 73,685$               384,623$             458,308$             

Pension Expense 1,929$                 (132,766)$            (130,837)$            
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NOTE 9 - POSTEMPLOYMENT BENEFITS (continued) 
 
At June 30, 2018, the School reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience -$             22,203$       22,203$       

School District contributions subsequent to the 

  measurement date 8,683           -               8,683           

Total Deferred Outflows of Resources 8,683$         22,203$       30,886$       

Deferred Inflows of Resources

Changes of assumptions 6,992$         30,983$       37,975$       

Net difference between projected and

  actual earnings on pension plan investments 194              16,440         16,634         

Changes in proportion and differences

  between contributions and proportionate

  share of contributions 6,809           92,393         99,202         

Total Deferred Inflows of Resources 13,995$       139,816$     153,811$     
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NOTE 9 - POSTEMPLOYMENT BENEFITS (continued) 
 
$8,683 reported as deferred outflows of resources related to OPEB resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending June 30, 2019.  Other amounts reported as deferred outflows of resources and deferred 
inflows of resources related to OPEB will be recognized in OPEB expense as follows:  

SERS STRS Total

Fiscal Year Ending June 30:

2019 ($5,050) ($20,973) ($26,023)

2020 (5,050) (20,973) (26,023)

2021 (3,848) (20,973) (24,821)

2022 (47) (20,973) (21,020)

2023 0 (16,863) (16,863)

Thereafter 0 (16,858) (16,858)

Total ($13,995) ($117,613) ($131,608)

 
 
Actuarial Assumptions - SERS 
 
The total OPEB liability is determined by SERS’ actuaries in accordance with GASB Statement No. 74, as 
part of their annual actuarial valuation for each retirement plan. Actuarial valuations of an ongoing plan 
involve estimates of the value of reported amounts (e.g., salaries, credited service) and assumptions about 
the probability of occurrence of events far into the future (e.g., mortality, disabilities, retirements, 
employment terminations). Actuarially determined amounts are subject to continual review and potential 
modifications, as actual results are compared with past expectations and new estimates are made about 
the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point. The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
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NOTE 9 - POSTEMPLOYMENT BENEFITS (continued) 
 
Key methods and assumptions used in calculating the total OPEB liability in the latest actuarial valuation 
date of June 30, 2017, are presented below: 
 

Wage Inflation 3.00 percent

Future Salary Increases, including inflation 3.50 percent to 18.20 percent

Investment Rate of Return 7.50 percent net of investments

expense, including inflation

Municipal Bond Index Rate:

    Measurement Date 3.56 percent

    Prior Measurement Date 2.92 percent

Single Equivalent Interest Rate, net of plan investment expense,

 including price inflation

    Measurement Date 3.63 percent

    Prior Measurement Date 2.98 percent

Medical Trend Assumption

    Medicare 5.50 to 5.00 percent

    Pre-Medicare 7.50 to 5.00 percent  
 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The most recent experience study was completed for the five-year period ended June 30, 2015.   
 
The long-term expected rate of return on plan assets is reviewed as part of the actuarial five-year 
experience study. The most recent study covers fiscal years 2010 through 2015, and was adopted by the 
Board on April 21, 2016. Several factors are considered in evaluating the long-term rate of return 
assumption including long-term historical data, estimates inherent in current market data, and a log-
normal distribution analysis in which best-estimate ranges of expected future real rates of return were 
developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long-term expected rate of return, 7.50 percent, by weighting the expected future real rates 
of return by the target asset allocation percentage and then adding expected inflation. The capital market 
assumptions developed by the investment consultant are intended for use over a 10-year horizon and 
may not be useful in setting the long-term rate of return for funding pension plans which covers a longer 
timeframe. The assumption is intended to be a long-term assumption and is not expected to change 
absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental 
change in the market that alters expected returns in future years. 
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NOTE 9 - POSTEMPLOYMENT BENEFITS (continued) 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 
as used in the June 30, 2015 five-year experience study, are summarized as follows: 
 

Target

Asset Class Allocation

Cash 1.00 % 0.50 %

US Stocks 22.50 4.75

Non-US Stocks 22.50 7.00

Fixed Income 19.00 1.50

Private Equity 10.00 8.00

Real Assets 15.00 5.00

Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Long-Term Expected

Real Rate of Return

 
 

Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2017 was 3.63 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2017 was 2.98 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be made 
from members and the System at the state statute contribution rate of 2.00 percent of projected covered 
employee payroll each year, which includes a 1.50 percent payroll surcharge and 0.50 percent of 
contributions from the basic benefits plan. Based on these assumptions, the OPEB plan’s fiduciary net 
position was projected to become insufficient to make future benefit payments during the fiscal year 
ending June 30, 2025. Therefore, the long-term expected rate of return on OPEB plan assets was used to 
present value the projected benefit payments through the fiscal year ending June 30, 2024 and the Fidelity 
General Obligation 20-year Municipal Bond Index rate of 3.56 percent, as of June 30, 2017 (i.e. municipal 
bond rate), was used to present value the projected benefit payments for the remaining years in the 
projection. The total present value of projected benefit payments from all years was then used to 
determine the single rate of return that was used as the discount rate. The projection of future benefit 
payments for all current plan members was until the benefit payments ran out. 
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NOTE 9 - POSTEMPLOYMENT BENEFITS (continued) 
 
Sensitivity of the School's Proportionate Share of the Net OPEB Liability to Changes in the Discount Rate 
and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in the 
discount rate and the health care cost trend rate. The following table presents the net OPEB liability of 
SERS, what SERS' net OPEB liability would be if it were calculated using a discount rate that is 1 percentage 
point lower (2.63%) and higher (4.63%) than the current discount rate (3.63%). Also shown is what SERS' 
net OPEB liability would be based on health care cost trend rates that are 1 percentage point lower (6.5% 
decreasing to 4.0%) and higher (8.5% decreasing to 6.0%) than the current rate. 
  

Current

1% Decrease Discount Rate 1% Increase

(2.63%) (3.63%) (4.63%)

School District's proportionate share

  of the net OPEB liability $88,984 $73,685 $61,564

 
 

Current

1% Decrease Trend Rate 1% Increase

(6.5 % decreasing (7.5 % decreasing (8.5 % decreasing

to 4.0 %) to 5.0 %) to 6.0 %)

School District's proportionate share

  of the net OPEB liability $59,790 $73,685 $92,075  
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2017, actuarial valuation are presented below:   

 
Inflation 2.50 percent

Projected salary increases 12.50 percent at age 20 to 

 2.50 percent at age 65

Investment Rate of Return 7.45 percent, net of investment

 expenses, including inflation

Payroll Increases 3 percent

Cost-of-Living Adjustments 0.0 percent, effective July 1, 2017

  (COLA)

Blended Discount Rate of Return 4.13 percent

Health Care Cost Trends 6 to 11 percent initial, 4.5 percent ultimate  
 
Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
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NOTE 9 - POSTEMPLOYMENT BENEFITS (continued) 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between 
ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality 
improvement scale MP-2016. For disabled retirees, mortality rates are based on the RP-2014 Disabled 
Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected forward 
generationally using mortality improvement scale MP-2016. 
 
Actuarial assumptions used in the June 30, 2017, valuation are based on the results of an actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 
Since the prior measurement date, the discount rate was increased from 3.26 percent to 4.13 percent 
based on the methodology defined under GASB Statement No. 74, Financial Reporting for 
Postemployment Benefit Plans Other Than Pension Plans (OPEB) and the long term expected rate of return 
was reduced from 7.75 percent to 7.45 percent. Valuation year per capita health care costs were updated, 
and the salary scale was modified. The percentage of future retirees electing each option was updated 
based on current data and the percentage of future disabled retirees and terminated vested participants 
electing health coverage were decreased. The assumed mortality, disability, retirement, withdrawal and 
future health care cost trend rates were modified along with the portion of rebated prescription drug 
costs. 
 
Also since the prior measurement date, the subsidy multiplier for non-Medicare benefit recipients was 
reduced from 2.1 percent to 1.9 percent per year of service. Medicare Part B premium reimbursements 
were discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 2019.  Subsequent to the current measurement 
date, the date for discontinuing remaining Medicare Part B premium reimbursements was extended to 
January 2020. 
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NOTE 9 - POSTEMPLOYMENT BENEFITS (continued) 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
 

Target

Asset Class Allocation

Domestic Equity 28.00 % 7.35 %

International Equity 23.00 7.55

Alternatives 17.00 7.09

Fixed Income 21.00 3.00

Real Estate 10.00 6.00

Liquidity Reserves 1.00 2.25

Total 100.00 %

* 10 year annualized geometric nominal returns, which  include the 

real rate of return and inflation of 2.25 percent and does not include 

investment expenses.  Over a 30-year period, STRS' investment

consultant indicates that the above target allocations should

generate a return above the actual rate of return, without net

value added by management.

Long-Term Expected

Rate of Return *

 
 

Discount Rate The discount rate used to measure the total OPEB liability was 4.13 percent as of June 30, 
2017. The projection of cash flows used to determine the discount rate assumes STRS Ohio continues to 
allocate no employer contributions to the health care fund. Based on these assumptions, the OPEB plan’s 
fiduciary net position was not projected to be sufficient to make all projected future benefit payments of 
current plan members. The OPEB plan’s fiduciary net position was projected to become insufficient to 
make future benefit payments during the fiscal year ending June 30, 2037.  Therefore, the long-term 
expected rate of return on OPEB plan assets was used to determine the present value of the projected 
benefit payments through the fiscal year ending June 30, 2036 and the Bond Buyer 20-year municipal 
bond rate of 3.58 percent as of June 30, 2017 (i.e. municipal bond rate), was used to determine the present 
value of the projected benefit payments for the remaining years in the projection.  The total present value 
of projected benefit payments from all years was then used to determine the single rate of return that 
was used as the discount rate. The blended discount rate of 4.13 percent, which represents the long-term 
expected rate of return of 7.45 percent for the funded benefit payments and the Bond Buyer 20-year 
municipal bond rate of 3.58 percent for the unfunded benefit payments, was used to measure the total 
OPEB liability as of June 30, 2017.  A blended discount rate of 3.26 percent which represents the long term 
expected rate of return of 7.75 percent for the funded benefit payments and the Bond Buyer 20-year 
municipal bond rate of 2.85 percent for the unfunded benefit payments was used to measure the total 
OPEB liability at June 30, 2016. 
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NOTE 9 - POSTEMPLOYMENT BENEFITS (continued) 
 
Sensitivity of the School’s Proportionate Share of the Net OPEB Liability to Changes in the Discount and 
Health Care Cost Trend Rate The following table represents the net OPEB liability as of June 30, 2017, 
calculated using the current period discount rate assumption of 4.13 percent, as well as what the net 
OPEB liability would be if it were calculated using a discount rate that is one percentage point lower (3.13 
percent) or one percentage point higher (5.13 percent) than the current assumption. Also shown is the 
net OPEB liability as if it were calculated using health care cost trend rates that are one percentage point 
lower or one percentage point higher than the current health care cost trend rates. 
 

Current

1% Decrease Discount Rate 1% Increase

(3.13%) (4.13%) (5.13%)

School District's proportionate share

  of the net OPEB liability $516,351 $384,623 $280,516

 

Current

1% Decrease Trend Rate 1% Increase

School District's proportionate share

  of the net OPEB liability $267,220 $384,623 $539,141

 
 

NOTE 10 - CONTINGENCIES 
 

Grants - The School received financial assistance from federal and state agencies in the form of grants.  
Amount received from grantor agencies are subject to audit and adjustment by the grantor.  Any 
disallowed costs may require refunding to the grantor.  Amount which may be disallowed, if any, are not 
presently determinable.  However, in the opinion of the School, any such adjustments will not have a 
material adverse effect on the financial position of the School.  

 
Litigation – There are currently no matters in litigation with the School as a defendant. 
 
Full-Time Equivalency - School foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  

 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE performed such a review on the School for fiscal year 2018. 
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NOTE 10 – CONTINGENCIES (continued) 
 
As of the date of this report, the ODE has made one FTE adjustment in September 2018 related to fiscal 
year 2018. For the School, the amount was a positive adjustment and it has been accrued on the 
Statement of Net Position. However, as there may be additional adjustments made by the ODE, the full 
impact of future FTE adjustments on the fiscal year 2018 financial statements is not determinable, at this 
time. Management believes this may result in either an additional receivable to, or a liability of, the 
School. 
 
In addition, the School’s contracts with their Sponsor require payment based on revenues received from 
the State.  As discussed above, additional FTE adjustments for fiscal year 2018 are not finalized.  Until such 
adjustments are finalized by ODE, the impact on the fiscal year 2018 financial statements, related to 
additional reconciliation necessary with these contracts, is not determinable.  Management believes this 
may result in either an additional receivable to, or liability of, the School.   

 

NOTE 11 - SPONSOR 
 

The School contracted with The Richland Academy as its sponsor and oversight services as required by 
law.  Sponsorship fees are calculated as a three percent of state funds received by the School from the 
State of Ohio. For the fiscal year ended June 30, 2018, the total sponsorship fees paid totaled $67,502.  

 

NOTE 12 - PURCHASED SERVICES 
 

For the period of July 1, 2017 through June 30, 2018, the School made the following purchased services 
commitments. 
 

Purchased Services Amount

Personnel Services $586,207

Professional Services 702,484           

Property Services 289,898

   Utilities 48,009

Travel & Meetings 2,653

Communications 69,572

Contractual Trade 176,018

Total $1,874,841
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NOTE 13 - MANAGEMENT CONTRACT 
 

For fiscal year 2018 the School entered into an agreement with Accel Schools Ohio, LLC to provide 
management support services. The agreement is for a period of five years beginning July 1, 2018 and 
ending on June 30, 2023. The agreement may be automatically renewed for another five-year period if 
neither party terminates per the terms of the contract. Management fees are calculated as 13.5% of the 
total revenues received from State sources, as well as Title 1 sources. The total amount paid by the School 
for the fiscal year ending June 30, 2018, was $349,549 is included under “Purchased Services” on the 
Statements of Revenues, Expenses, and Changes in Net Position.   

 
Also, per the management agreement there are expenses that will be billed to the School based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of Accel employees working 
at the School and other costs related to providing education and administrative services. The total amount 
billed during fiscal year 2018 was $1,428,563. 
 
For the period ended June 30, 2018, Accel Schools Ohio, LLC, incurred the following expenses on behalf 
of the School: 
 

 
 

Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro-rated based on 
full time equivalent (FTE) head count as of June 30, 2018 by each school it manages.  
 

 
 
 
 
 
 
 
 
 
 

Regular Instruction

(1100 Function 

Codes)

Special Instruction

(1200 Function 

Codes)

Support Services

(2000 Function 

Codes)

Total

1100 1200 2000

Salaries & Wages (100 Object Codes) 100 829,862.47$           43,715.24$             160,127.36$           1,033,705.07$        

Employees’ Benefits (200 Object Codes) 200 24,359.70$             1,984.09$               6,141.72$               32,485.51$             

Professional & Technical Services (410 Object Codes) 410 357,551.63$           357,551.63$           

Property Services (420 Object Codes) 420 1,353.00$               1,353.00$               

Communications (440 Object Codes) 440 20,864.89$             20,864.89$             

Other Supplies (510 Object Codes) 510 28,904.00$             396.58$                  21,270.78$             50,571.36$             

Other Direct Expense (800 Object Codes) 800 4,167.00$               4,167.00$               

Total Direct Expenses 883,126.17$           46,095.91$             571,476.38$           1,500,698.46$        

Overhead 253,481.33$           253,481.33$           

Total Expenses 883,126.17$           46,095.91$             824,957.71$           1,754,179.79$        

Direct Expenses: 

Indirect Expenses:  
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NOTE 14 - LEASE OBLIGATIONS 
  

The School entered into a 5-year lease for the period commencing in September 2017 with MC-NC, LLC 
for 27,500 square feet of space located at 4595-4611 Morse Centre Drive, Columbus, Ohio, 43229.  Annual 
minimum rent for the initial lease period is $192,500.  The lease provides 2 options to renew for 5-year 
periods each and are to be executed by the election of the School.  Under the lease agreement, the School 
is responsible for paying all utilities, interior repairs and maintenance, and applicable property taxes. 
 
The following is a schedule of the future minimum payments for base rent required under the lease as of 
June 30, 2018: 
 

FY2019   $ 192,500 
FY2020   $ 192,500 
FY2021   $ 192,500 
FY2022   $ 192,500 
Total    $ 770,000 

 
 
NOTE 15 - IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES AND RESTATEMENT OF NET POSITION 

 
For the fiscal year ended June 30, 2018, the School has implemented Governmental Accounting Standards 
Board (GASB) Statement No. 75, Accounting and Financial reporting for Postemployment Benefits other 
than Pensions, GASB Statement No. 81, Irrevocable Split-Interest Agreements, GASB Statement No. 85, 
Omnibus 2017 and GASB Statement No. 86, Certain Debt Extinguishments. 
 
GASB Statement No. 75 requires recognition of the entire net postemployment benefits other than 
pensions (other postemployment benefits or OPEB) liability and a more comprehensive measure of 
postemployment benefits expense for OPEB provided to the employees of state and local governmental 
employers through OPEB plans that are administered through trusts or equivalent arrangements. The 
implementation of GASB Statement No. 75 resulted in the inclusion of net OPEB liability and OPEB expense 
components on the accrual financial statements.  See below for the effect on net position as previously 
reported.  
 
GASB Statement No. 81 requires that a government that receives resources pursuant to an irrevocable 
split-interest agreement recognize assets, liabilities, and deferred inflows of resources at the inception of 
the agreement. Furthermore, it requires that a government recognize assets representing its beneficial 
interests in irrevocable split-interest agreements that are administered by a third party, if the government  
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NOTE 15 - IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES AND RESTATEMENT OF NET POSITION 
(Continued) 
 
controls the present service capacity of the beneficial interests. This Statement also requires that a 
government recognize revenue when the resources become applicable to the reporting period.  The 
implementation of GASB Statement No. 81 did not have an effect on the financial statements of the 
School. 
 
GASB Statement No. 85 addresses a variety of topics including issues related to blending component units, 
goodwill, fair value measurement and application, and postemployment benefits. These changes were 
incorporated in the School’s fiscal year 2018 financial statements; however, there was no effect on 
beginning net position.  
 
GASB Statement No. 86 addresses the reporting and disclosure requirements of certain debt 
extinguishments including in-substance defeasance transactions and prepaid insurance associated with 
debt that is extinguished. The implementation of GASB Statement No. 86 did not have an effect on the 
financial statements of the School. 
 
The following represents changes to the beginning net position for the implementation of GASB 75: 
 

Net Position June 30, 2017 (163,894)$         

Adjustments:

Net OPEB liability (722,538)           

Deferred Outflow - Payments Subsequent to Measurement Date 1,785                  

Restated Net Position June 30, 2017 (884,647)$         

 
Other than employer contributions subsequent to the measurement date, the School made no 
restatement for deferred inflows/outflows of resources as the information needed to generate these 

restatements was not available. 
 
NOTE 16 – SUBSEQUENT EVENTS 
 
In November of 2018, the School elected to pay off approximately one half of their construction loan they 
had acquired in August of 2017.  The $1,050,000 principal payment was made using the $650,000 in 
restricted cash, as well as additional School resources. 
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. 
 

2018 2017 2016 2015 2014

School's Proportion of the Net Pension Liability 0.00279320% 0.00302400% 0.00187890% 0.00227800% 0.00227800%

School's Proportionate Share of the Net Pension Liability 166,888$         221,329$         107,212$         115,288$         135,465$         

School's Covered Payroll 86,064$           85,993$           56,707$           72,742$          51,994$          

School's Proportionate Share of the Net Pension Liability 193.91% 257.38% 189.06% 158.49% 260.54%

as a Percentage of its Covered-Employee Payroll

Plan Fiduciary Net Position as a Percentage of the 69.50% 62.98% 69.16% 71.70% 65.52%

Total Pension Liability

Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional

      years' will be displayed as it becomes available. 

Amounts presented as of the School's measurement date

which is the prior fiscal year end.

See Notes to Required Supplementary Information
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2018 2017 2016 2015 2014

School's Proportion of the Net Pension Liability 0.00985803% 0.01187357% 0.85532300% 0.00542331% 0.00542331%

School's Proportionate Share of the Net Pension Liability 2,341,798$       3,974,442$       2,363,863$       1,319,137$      1,571,347$      

School's Covered Payroll 1,083,771$       1,260,057$       938,057$         590,992$         379,785$         

School's Proportionate Share of the Net Pension Liability 216.08% 315.42% 252.00% 223.21% 413.75%

as a Percentage of its Covered-Employee Payroll

Plan Fiduciary Net Position as a Percentage of the 75.30% 66.80% 72.10% 74.70% 69.30%

Total Pension Liability

Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional

      years' will be displayed as it becomes available. 

Amounts presented as of the School's measurement date

which is the prior fiscal year end.

 

See Notes to the Required Supplementary Information
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  2018   2017   2016   2015   2014   2013   2012   2011 

                                
Contractually Required 
Contribution  $ 49,657     $ 12,049     $ 12,039     $   7,474     $ 10,082     $   7,196     $  9,272     $    2,810  
                                
Contributions in 
Relation to the 
Contractually Required 
Contribution 

                              

     
(49,657)   

           
(12,049)   

           
(12,039)   

             
(7,474)   

           
(10,082)   

             
(7,196)   

             
(9,272)   

             
(2,810) 

                                
Contribution Deficiency 
(Excess) -  -  -  -  -  -  -  - 

                                

School Covered Payroll 
 
$367,830     $ 86,064     $ 85,993     $ 56,707     $ 72,742     $ 51,994     $ 68,937     $   22,355  

                                
Contributions as a 
Percentage of Covered 
Payroll 

                              

13.50%   14.00%   14.00%   13.18%   13.86%   13.84%   13.45%   12.57% 
                                
                                
Information prior to 2011 is not available. Schedule is intended to show ten years of information, and additional years' will be 

displayed as it becomes available.  

 

See Notes to Required Supplementary Information. 
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  2018   2017   2016   2015   2014   2013   2012   2011 

                                
Contractually 
Required Contribution $ 108,397    $ 151,728    $ 176,408    $ 131,328     $ 76,829     $ 49,372     $ 30,166     $ 80,957  

                                
Contributions in 
Relation to the 
Contractually 
Required Contribution 

                              

(108,397)  (151,728)  (176,408)  (131,328)  (76,829)  (49,372)  (30,166)  (80,957) 

                                
Contribution 
Deficiency (Excess)  $        -       $        -       $        -       $        -       $        -       $        -       $        -       $        -    

                                
School Covered 
Payroll  $774,264    $1,083,771    $ 1,260,057    $ 938,057    $ 590,992    $ 379,785    $ 232,046    $ 622,746  

                                
Contributions as a 
Percentage of 
Covered Payroll 

                              

14.00%   14.00%   14.00%   14.00%   13.00%   13.00%   13.00%   13.00% 

                                

                                
Information prior to 2011 is not available. Schedule is intended to show ten years of information, and 
additional years' will be displayed as it becomes available.          

 
  See Notes to Required Supplementary Information 
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  2018   2017     

            

School's Proportion of the Net OPEB Liability 

0.0027456%   0.0030710%     

          

            

School's Proportionate Share of the Net OPEB 
Liability 

 $          73,685     $          87,536      

          

School's Covered Payroll  
  

$          86,064     $          85,993      

           

School's Proportionate Share of the Net OPEB 
Liability as a Percentage of its Covered Payroll 

          

85.62%   101.79%     

            

            

Plan Fiduciary Net Position as a Percentage of 
the Total OPEB Liability 

          

12.46%   11.49%     

            

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of 
information, and additional years' will be displayed as it becomes available.  

Amounts presented as of the School's measurement date which is the prior fiscal period end.    

           

See Notes to Required Supplementary Information     
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  2018   2017     

            

School's Proportion of the Net 
OPEB Liability 

0.00985803%   0.01187357%     

          

            

School's Proportionate Share of 
the Net OPEB Liability 

 $        384,623     $      635,002      

          

           

School's Covered Payroll  $     1,083,771     $   1,260,057      

            
School's Proportionate Share of 
the Net OPEB Liability as a 
Percentage of its Covered Payroll 

          

35.49%   50.39%     

            
Plan Fiduciary Net Position as a 
Percentage of the Total OPEB 
Liability 

          

47.10%   37.30%     

            

(1) Information prior to 2017 is not available. Schedule is intended to show ten 
years of information, and additional years' will be displayed as it becomes available.  

Amounts presented as of the School's measurement date which is the prior 
fiscal period end.    

           

See Notes to Required Supplementary Information     
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2018 2017 2016 2015 2014 2013 2012 2011

Contractually Required Contribution 8,683$       1,785$      1,582$     602$        1,008$     83$         1,693$     767$       

Contributions in Relation to the Contractually 

Required Contribution (8,683)$      (1,785)$     (1,582)$    (602)$       (1,008)$    (83)$        (1,693)$    (767)$      

Contribution Deficiency (Excess) -$          -$         -$         -$         -$        -$        -$        -$        

School's Covered Payroll 367,830$   86,064$    85,993$    56,707$    72,742$   51,994$   68,937$   22,355$   

OPEB Contributions as a Percentage of

Covered Payroll 2.36% 2.07% 1.84% 1.06% 1.39% 0.16% 2.46% 3.43%

Information prior to 2011 is not available. Schedule is intended to show ten years of information, and 

additional years' will be displayed as it becomes available.

See Notes to Required Supplementary Information.  
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2018 2017 2016 2015 2014 2013 2012 2011

Contractually Required Contribution -$            -$            -$             -$             5,910$        3,798$        2,320$        6,227$        

Contributions in Relation to the Contractually 

Required Contribution -$            -$            -$             -$             (5,910)$       (3,798)$       (2,320)$       (6,227)$       

Contribution Deficiency (Excess) -$            -$            -$             -$             -$            -$            -$            -$            

School's Covered Payroll 774,264$     1,083,771$  1,260,057$    938,057$      590,992$     379,785$     232,046$     622,746$     

Contributions as a Percentage of

Covered Payroll 0.00% 0.00% 0.00% 0.00% 1.00% 1.00% 1.00% 1.00%

Information prior to 2011 is not available. Schedule is intended to show ten years of information, and 

additional years' will be displayed as it becomes available.

See Notes to Required Supplementary Information.
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Net Pension Liability  
 
Changes of benefit terms - SERS:  
 
There were no changes in benefit terms from the amounts reported for fiscal years 2014-2018. 
 
The following changes were made to the benefit terms in 2018 as identified: The COLA was changed from 
a fixed 3.00% to a COLA that is indexed to CPI-W not greater than 2.5% with a floor of 0% beginning 
January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has enacted a 
three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in assumptions - SERS:  
 
There were no changes in methods and assumptions used in the calculation of actuarial determined 
contributions for fiscal years 2014-2016 and 2018. For fiscal year 2018, the following changes of 
assumptions affected the total pension liability since the prior measurement date: (a) the assumed rate 
of inflation was reduced from 3.25% to 3.00%, (b) payroll growth assumption was reduced from 4.00% to 
3.50%, (c) assumed real wage growth was reduced from 0.75% to 0.50%, (d) Rates of withdrawal, 
retirement and disability were updated to reflect recent experience, (e) mortality among active members 
was updated to RP-2014 Blue Collar Mortality Table with fully generational projection and a five year age 
set-back for both males and females, (f) mortality among service retired members, and beneficiaries was 
updated to the following RP-2014 Blue Collar Mortality Table with fully generational projection with Scale 
BB, 120% of male rates, and 110% of female rates and (g) mortality among disable member was updated 
to RP-2000 Disabled Mortality Table, 90% for male rates and 100% for female rates, set back five years is 
used for the period after disability retirement (h) change in discount rate from 7.75% to 7.5%.   

 
Changes in benefit terms - STRS:  
 
There were no changes in benefit terms from the amounts reported for fiscal years 2014-2018. 
 
Changes in assumptions - STRS:  
 
There were no changes in methods and assumptions used in the calculation of actuarial determined 
contributions for fiscal years 2014-2018.  For fiscal year 2018, the following changes of assumptions 
affected the total pension liability since the prior measurement date: (a) inflation assumption lowered 
from 2.75% to 2.50%, (b) investment return assumption lowered from 7.75% to 7.45%, (c) total salary 
increases rates lowered by decreasing the merit component of the individual salary increases, as well as 
by 0.25% due to lower inflation, (d) payroll growth assumption lowered to 3.00%, (e) updated the healthy 
and disable mortality assumption to the “RP-2014” mortality tables with generational improvement scale 
MP-2016, (f) rates of retirement, termination and disability were modified to better reflect anticipated 
future experience.  
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Net OPEB Liability  
  
Changes in Assumptions – SERS  
  
Amounts reported for fiscal year 2018 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability as presented below:  
  
Municipal Bond Index Rate: 
    Fiscal year 2018          3.56 percent 
    Fiscal year 2017         2.92 percent 
Single Equivalent Interest Rate, net of plan investment expense, 
 including price inflation 
    Fiscal year 2018          3.63 percent 
    Fiscal year 2017         2.98 percent 
  
 Changes in Assumptions – STRS  
  
For fiscal year 2018, the discount rate was increased from 3.26 percent to 4.13 percent based on the 
methodology defined under GASB Statement No. 74, Financial Reporting for Postemployment Benefit 
Plans Other Than Pension Plans (OPEB) and the long term expected rate of return was reduced from 7.75 
percent to 7.45 percent. Valuation year per capita health care costs were updated, and the salary scale 
was modified. The percentage of future retirees electing each option was updated based on current data 
and the percentage of future disabled retirees and terminated vested participants electing health 
coverage were decreased. The assumed mortality, disability, retirement, withdrawal and future health 
care cost trend rates were modified along with the portion of rebated prescription drug costs.  
  
Also, for fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. 
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Rockefeller Building 
614 W Superior Ave Ste 1242 
Cleveland OH  44113-1306 

Charles E. Harris & Associates, Inc.    Office phone - (216) 575-1630 
Certified Public Accountants      Fax - (216) 436-2411 

 
 

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS  

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN  
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

 
 
Columbus Bilingual Academy North 
Franklin County 
3360 Kohr Blvd 
Columbus, Ohio 43224 
 
To the Board of Directors: 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States, the financial statements of the Columbus Bilingual 
Academy North, Franklin County, Ohio (the School), as of and for the year ended June 30, 2018, and the 
related notes to the financial statements, which collectively comprise the School’s basic financial 
statements, and have issued our report thereon dated December 31, 2018. We noted the School adopted 
new accounting guidance in Governmental Accounting Standards Board (GASB) Statement No. 75, 
Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions.   

 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School’s internal control 
over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinions on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the School’s internal control.  Accordingly, we do 
not express an opinion on the effectiveness of the School’s internal control.   
 
A deficiency in internal control exists when the design or operation of a control does not allow management 
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis.  A material weakness is a deficiency, or a combination of deficiencies, in 
internal control, such that there is a reasonable possibility that a material misstatement of the School’s 
financial statements will not be prevented, or detected and corrected, on a timely basis.  A significant 
deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a 
material weakness, yet important enough to merit attention by those charged with governance.   
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies.  Given these limitations, we did not identify any deficiencies in 
internal control that we consider to be material weaknesses.  However, material weaknesses may exist that 
have not been identified. 
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Franklin County 
Independent Auditor’s Report on Internal Control Over  
   Financial Reporting and on Compliance and Other Matters  
   Based on an Audit of Financial Statements Performed in 
   Accordance with Government Auditing Standards 
Page 2 
 
 
Compliance and Other Matters 

 
As part of obtaining reasonable assurance about whether the School’s financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts.  However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 
results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards.   
 
However, we noted certain matters not requiring inclusion in this report that we reported to the School’s 
management in a separate letter dated December 31, 2018. 
 
Purpose of this Report 

 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the School’s internal 
control or on compliance.  This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the School’s internal control and compliance.  Accordingly, 
this communication is not suitable for any other purpose. 
 
 

 
Charles E. Harris & Associates, Inc. 
December 31, 2018 
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88 East Broad Street, Columbus, Ohio 43215 
Phone: 614-466-4514 or 800-282-0370 

www.ohioauditor.gov 

 
 

  
COLUMBUS BILINGUAL ACADEMY- NORTH 

 
FRANKLIN COUNTY 

    
 

CLERK’S CERTIFICATION 
This is a true and correct copy of the report which is required to be filed in the Office of the 
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio. 

 
 
 
 
 
 

 
 

CLERK OF THE BUREAU 
 
CERTIFIED 
FEBRUARY 14, 2019 
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Board of Education 
Columbus Bilingual Academy North 
3360 Kohr Blvd. 
Columbus, Ohio 43224 
 
We have reviewed the Independent Auditor’s Report of the Columbus Bilingual Academy North, 
Franklin County, prepared by Charles E. Harris & Associates, Inc., for the audit period July 1, 
2016 through June 30, 2017.  Based upon this review, we have accepted these reports in lieu of 
the audit required by Section 117.11, Revised Code.  The Auditor of State did not audit the 
accompanying financial statements and, accordingly, we are unable to express, and do not 
express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Columbus Bilingual Academy North is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
 
 
Dave Yost 
Auditor of State 
 
March 2, 2017  
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Rockefeller Building 

614 W Superior Ave Ste 1242 

Cleveland OH  44113-1306 

Charles E. Harris & Associates, Inc.    Office phone - (216) 575-1630 

Certified Public Accountants      Fax - (216) 436-2411 

 
 

INDEPENDENT AUDITOR’S REPORT 
 
 
Columbus Bilingual Academy North 
Franklin County 
3360 Kohr Blvd 
Columbus, Ohio 43224 
 
To the Board of Directors: 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Columbus Bilingual Academy North, 
Franklin County, Ohio (the School),

 
as of and for the year ended June 30, 2017, and the related notes to 

the financial statements, which collectively comprise the School’s basic financial statements as listed in 
the table of contents.   
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor's Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the financial statements are free from 
material misstatement.  
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the School’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the School's internal control. Accordingly, we express no such opinion. An audit also includes evaluating 
the appropriateness of accounting policies used and the reasonableness of significant accounting 
estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion.   
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Columbus Bilingual Academy North 
Franklin County 
Independent Auditor’s Report 
Page 2 
 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Columbus Bilingual Academy North, Franklin County, Ohio, as of June 30, 2017, 
and the changes in financial position and cash flows thereof for the year then ended in accordance with 
accounting principles generally accepted in the United States of America.  
 
Other Matters 
 
Required Supplementary Information  
 
Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis, and schedules of net pension liabilities and pension contributions listed in the 
table of contents, be presented to supplement the basic financial statements.  Such information, although 
not a part of the basic financial statements, is required by the Governmental Accounting Standards 
Board, who considers it to be an essential part of financial reporting for placing the basic financial 
statements in an appropriate operational, economic, or historical context. We have applied certain limited 
procedures to the required supplementary information in accordance with auditing standards generally 
accepted in the United States of America, which consisted of inquiries of management about the methods 
of preparing the information and comparing the information for consistency with management’s responses 
to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the 
basic financial statements. We do not express an opinion or provide any assurance on the information 
because the limited procedures do not provide us with sufficient evidence to express an opinion or 
provide any assurance. 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated December 28, 
2017, on our consideration of the School’s internal control over financial reporting and our tests of its 
compliance with certain provisions of laws, regulations, contracts and grant agreements and other 
matters.  The purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance, and the results of that testing, and not to provide an opinion on internal control 
over financial reporting or on compliance. That report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the School’s internal control over 
financial reporting and compliance.  
 
 

 
Charles E. Harris & Associates, Inc. 
December 28, 2017 
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The discussion and analysis of the Columbus Bilingual Academy North (the School) financial performance 
provides an overall review of the School’s financial activities for the fiscal year ended June 30, 2017. The 
intent of this discussion and analysis is to look at the School’s’ financial performance as a whole; readers 
should also review the basic financial statements and notes to the basic financial statements to enhance 
their understanding of the School’s financial performance.  

The Management’s Discussion and Analysis (MD&A) is an element of the new reporting model adopted 
by the Governmental Accounting Standards Board (GASB) in their Statement No. 34 Basic Financial 
Statements – and Management’s Discussion and Analysis – for State and Local Governments. Certain 
comparative information between the current fiscal year and the prior fiscal year is required to be 
presented in the MD&A.  

FINANCIAL HIGHLIGHTS 
 
Key Financial Highlights for the School for the 2016-17 school year are as follows:  

 Total Assets increased $460,290. 

 Total Liabilities increased $2,114,409.   

 Total Net Position decreased $574,833.  

 Total Operating and Non-Operating revenues were $3,401,423. Total Operating expenses were 
$3,976,256. 
 

USING THIS ANNUAL REPORT 
  
This report consists of four parts: the MD&A, the basic financial statements, notes to those statements, 
and required supplemental information.  The basic financial statements include a Statement of Net 
Position, a Statement of Revenues, Expenses and Changes in Fund Net Position, and a Statement of Cash 
Flows.   

The Statement of Net Position and Statement of Revenues, Expenses, and Changes in Net Position reflect 
how the School did financially during fiscal year 2017.  These statements include all assets and deferred 
outflows and liabilities and deferred inflows using the accrual basis of accounting similar to the accounting 
used by most private-sector companies. This basis of accounting includes all of the current year revenues 
and expenses regardless of when cash is received or paid.  

These statements report the School’s Net Position and changes in those assets. This change in Net Position 
is important because it tells the reader whether the financial position of the School has improved or 
diminished. The causes of this change may be the result of many factors, some financial, some not. Non-
financial factors include the School’s’ student enrollment, per-pupil funding as determined by the State 
of Ohio, change in technology, required educational programs and other factors. 

The School uses enterprise presentation for all of its activities. 
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USING THIS ANNUAL REPORT (Continued) 
 
Statement of Net Position - The Statement of Net Position answers the question of how the School did 
financially during 2017.  This statement includes all assets, deferred outflows of resources, liabilities, and 
deferred inflows of resources, both financial and capital, and short-term and long-term using the accrual 
basis of accounting and economic resource focus, which is similar to the accounting used by most private-
sector companies.  This basis of accounting takes into account all revenues and expenses during the year, 
regardless of when the cash is received or paid.     
 
Table 1 provides a summary of the School’s Net Position for fiscal year 2017 compared to fiscal year 
2016. 

Table 1 

Statement of Net Position 

 

    2017  2016 

Assets     
Current Assets  $   1,897,437   $ 1,521,331  

Capital Assets, Net  517,631         433,447       

     Total Assets  2,415,068  1,954,778 

     
Deferred Outflows of Resources  2,260,922  1,360,840 

     
Liabilities     
Current Liabilities  632,094          242,381 
Net Pension Liability  4,195,771  2,471,075 

Total Liabilities  4,827,865          2,713,456 
     
Deferred Inflows of Resources  12,019  191,222  

    
Net Position     
Net Investment in Capital Assets                                           517,631                433,447 
Restricted  -            16,192 
Unrestricted  (681,525)    (38,700) 

Total Net Position  $  (163,894)   $   410,939  

     
 
During 2015, the School adopted GASB Statement 68, Accounting and Financial Reporting for Pensions—
an Amendment of GASB Statement 27, which significantly revises accounting for pension costs and 
liabilities.  For reasons discussed below, many end users of this financial statement will gain a clearer 
understanding of the School’s actual financial condition by adding deferred inflows related to pension and 
the net pension liability to the reported net position and subtracting deferred outflows related to pension. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  When accounting for 
pension costs, GASB 27 focused on a funding approach.  This approach limited pension costs to 
contributions annually required by law, which may or may not be sufficient to fully fund each plan’s net 
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USING THIS ANNUAL REPORT (Continued) 
 
pension liability.  GASB 68 takes an earnings approach to pension accounting; however, the nature of 
Ohio’s statewide pension systems and state law governing those systems requires additional explanation 
in order to properly understand the information presented in these statements. 
 
Under the new standards required by GASB 68, the net pension liability equals the School’s proportionate 
share of each plan’s collective: 
 

1. Present value of estimated future pension benefits attributable to active and inactive employees’ 
past service 

2. Minus plan assets available to pay these benefits 
 
GASB notes that pension obligations, whether funded or unfunded, are part of the “employment 
exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, and the 
promise of a future pension.  GASB noted that the unfunded portion of this pension promise is a present 
obligation of the government, part of a bargained-for benefit to the employee, and should accordingly be 
reported by the government as a liability since they received the benefit of the exchange.  However, the 
School is not responsible for certain key factors affecting the balance of this liability.  In Ohio, the 
employee shares the obligation of funding pension benefits with the employer.  Both employer and 
employee contribution rates are capped by State statute.  A change in these caps requires action of both 
Houses of the General Assembly and approval of the Governor.  Benefit provisions are also determined 
by State statute.  The employee enters the employment exchange with the knowledge that the employer’s 
promise is limited not by contract but by law.  The employer enters the exchange also knowing that there 
is a specific, legal limit to its contribution to the pension system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension system as against the public employer.  State law operates 
to mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the employment exchange with notice as to the law.  The pension system is responsible for the 
administration of the plan.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability.  As explained above, changes in pension benefits, contribution rates, 
and return on investments affect the balance of the net pension liability, but are outside the control of 
the local government.  In the event that contributions, investment returns, and other changes are 
insufficient to keep up with required pension payments, State statute does not assign/identify the 
responsible party for the unfunded portion.  Due to the unique nature of how the net pension liability is 
satisfied, this liability is separately identified within the long-term liability section of the statement of net 
position. 
 
In accordance with GASB 68, the School’s statements prepared on an accrual basis of accounting include 
an annual pension expense for their proportionate share of each plan’s change in net pension liability not 
accounted for as deferred inflows/outflows of resources. As a result of implementing GASB 68, the School 
is reporting a net pension liability and deferred inflows/outflows of resources related to pension on the 
accrual basis of accounting. 
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USING THIS ANNUAL REPORT (Continued) 
 
Over time, Net Position can serve as a useful indicator of a government’s financial position.  At June 30, 
2017, the School’s net position totaled ($163,894).   
 
Current assets represent cash and cash equivalents, as well as, intergovernmental receivables, and other 
assets.  Current liabilities represent accounts payable, accrued expenses, withholdings payable, 
settlement payable, and accrued wages and benefits. 
 
Statement of Revenues, Expenses and Changes in Net Position - Table 2 shows the change in Net Position 
for fiscal years 2017 and 2016, as well as a listing of revenues and expenses.   This change in Net Position 
is important because it tells the reader that, for the School as a whole, the financial position of the School 
has improved or diminished. The cause of this may be the result of many factors, some financial, some 
not.  Non-financial factors include the current laws in Ohio restricting revenue growth, facility conditions, 
required educational programs and other factors. 
 

Table 2 

Change in Net Position 

     

  2017  2016 

Operating Revenue     
Foundation Payments  $      2,918,232   $    3,101,806  

Unrestricted Grants-In-Aid  -  74,284 

Other  1,123  8,810 

     Total Operating Revenues  2,919,355  3,184,900 

     
Operating Expenses       

Salaries  1,177,159  1,413,709 

Fringe Benefits  373,710  335,404 

Pension Expense - GASB 68  645,411  219,486 

Purchased Services  1,609,067  1,100,632 

Materials and Supplies  124,372  187,876 

Depreciation  38,170  46,821 

Other  8,367  3,813 

     Total Operating Expenses  3,976,256  3,307,741 

          
Operating (Loss)  (1,056,901)  (122,841) 

     
Non-Operating Revenues        
Federal Grants  482,068  638,002 

       Total Non-Operating Revenues  482,068  638,002 
 
 
Change in Net Position  (574,833)              515,161               

Net Position, Beginning of the Year  410,939  (104,222) 

Net Position, End of Year  $      (163,894)    $     410,939 
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Overall, the increase in Operating Revenues was a result of significantly more students being enrolled over 
the prior year, in addition to positive changes to the State funding formula. More enrollment also was a 
driving force behind the increase in Non-Operating Revenues. There was also a corresponding increase 
across all expense categories during fiscal year 2017 due to the additional students needing to be served 
and certain expenses being based on a percentage of revenues, which overall were higher compared to 
the prior year. 
 

BUDGETING HIGHLIGHTS 
 
Unlike other public schools located in the State of Ohio, community schools are not required to follow 
budgetary provisions set forth in Ohio Rev. Code Chapter 5705 (with the exception section 5705.391 – 
Five Year Forecasts), unless specifically provided in the community school’s contract with its Sponsor. 

The contract between the School and its Sponsor does prescribe a budgetary process. The School must 
prepare and submit a detail budget for every fiscal year to the Board of Directors and its Sponsor.  The 
five-year forecast is also submitted to the Ohio Department of Education, annually. 
 

CAPITAL ASSETS  

At fiscal year end, the School’s net capital asset balance was $517,631.   This balance represents current 
year additions of $122,354 offset by current year depreciation of $38,170.   For more information on 
capital assets, see Note 5 of the Basic Financial Statements. 
 

CURRENT FINANCIAL ISSUES 
 
The School is a community School and is funded through the State of Ohio Foundation Program.  The 
School relies on this, as well as, State and Federal funds as its primary source of revenue.   In 2017, the 
State raised the base per pupil funding to $6,000, which is up from $5,900 in the previous 
year.  Additionally, community schools in Ohio will be allocated a small amount of facilities funding which 
is also per pupil based.  This amount is projected to be $200 per pupil. 
 
The full-time equivalent enrollment of the School for the year ended June 30, 2017 was 346.83 compared 
to a figure of 377.33 at the end of fiscal year 2016. 
 
Overall, the School will continue to provide learning opportunities and apply resources to best meet the 
needs of the students served.  
 

CONTACTING THE SCHOOL’S FINANCIAL MANAGEMENT 
 
This financial report is designed to provide our citizen’s, taxpayers, investors and creditors with a general 
overview of the School’s finances and to demonstrate accountability for the money it receives. If you have 
questions about this report or need additional information contact the School’s Fiscal Officer, C. David 
Massa, CPA, of Massa Financial Solutions, LLC, 3360 Kohr Blvd, Columbus, Ohio 43224.
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               COLUMBUS BILINGUAL ACADEMY NORTH - FRANKLIN COUNTY, OHIO 

  
Statement of Net Position 

At June 30, 2017 

Assets:

Current Assets:

    Cash and Cash Equivalents 1,824,742$         

    Intergovernmental Receivable 25,074

    Prepaid Expense 47,621

      Total Current Assets 1,897,437

Noncurrent Assets:

  Capital Assets, net of Accumulated Depreciation 517,631

517,631

Total Assets 2,415,068           

Deferred Outflows of Resources 2,260,922           

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 66,309                 

    Withholdings Payable 6,604                   

    Accrued Expenses 173,329              

    Accrued Wages and Benefits 170,852              

    Settlement Payable 215,000              

       Total Current Liabilities 632,094              

Noncurrent Liabilities:

  Net Pension Liability 4,195,771

    Total Noncurrent Liabilities 4,195,771

       Total Liabilities 4,827,865

Deferred Inflows of Resources 12,019

Net Position:

  Invested in Capital Assets 517,631

  Unrestricted Net Position (681,525)

  Total Net Position (163,894)$           

See Accompanying Notes to the Basic Financial Statements  
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COLUMBUS BILINGUAL ACADEMY NORTH - FRANKLIN COUNTY, OHIO 

  
Statement of Revenues, 

Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2017 

 
 

Operating Revenues:

  State Aid 2,918,232$         

  Miscellaneous 1,123

    Total Operating Revenues 2,919,355

Operating Expenses:

  Salaries 1,177,159           

  Fringe Benefits 373,710              

  Fringe Benefits - GASB 68 645,411              

  Purchased Services 1,609,067

  Depreciation 38,170

  Supplies 124,372

  Other Operating Expenses 8,367

    Total Operating Expenses 3,976,256

      Operating Loss (1,056,901)

Non-Operating Revenues:

  Federal Grants 482,068

    Net Nonoperating Revenues 482,068

Change in Net Position (574,833)             

Net Position Beginning of Year 410,939              

Net Position End of Year (163,894)$           

See Accompanying Notes to the Basic Financial Statements  
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COLUMBUS BILINGUAL ACADEMY NORTH - FRANKLIN COUNTY, OHIO 

  
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2017 
 

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 2,917,417$         

Other Operating Receipts 1,123                   

Cash Payments to Suppliers for Goods and Services (1,344,631)          

Cash Payments to Employees for Services (1,171,341)          

Cash Payments for Employee Benefits (401,525)             

Net Cash Provided By Operating Activities 1,043                   

CASH FLOWS FROM INVESTMENT ACTIVITIES

Purchase of Assets (122,354)             

Net Cash Used for Investment Activities (122,354)             

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Federal and State Grant Receipts 540,405              

Net Cash Provided By Noncapital Financing Activities 540,405              

Net Increase in Cash and Cash Equivalents 419,094              

Cash and Cash Equivalents - Beginning of the Year 1,405,648           

Cash and Cash Equivalents - Ending of the Year 1,824,742$         

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

(Continued) 
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COLUMBUS BILINGUAL ACADEMY NORTH - FRANKLIN COUNTY, OHIO  
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2017 

(Continued) 
 

Reconciliation of Operating Loss to Net Cash Provided By Operating Activities

Operating Loss (1,056,901)$       

Adjustments to Reconcile Operating Loss to

Net Cash Provided By Operating Activities

Depreciation 38,170                 

Changes in Assets, Liabilities, and Deferred Inflows and Outflows:

(Increase)/Decrease in Receivables 7,333                   

(Increase)/ Decrease in Deferred Outflows (900,084)             

Increase/ (Decrease) in Deferred Inflows (179,204)             

Increase/ (Decrease) in Net Pension Liability 1,724,696           

(Increase)/Decrease in Prepaid Expense (22,683)               

Increase/(Decrease) in Accounts Payable, Trade 51,880                 

Increase/(Decrease) in Accrued Expenses 359,830              

Increase/(Decrease) in Accrued Wages and Benefits (28,187)               

Increase/(Decrease) in Withholdings Payable 6,193                   

Net Cash Provided By Operating Activities 1,043$                 

 
 
 
See Accompanying Notes to the Basic Financial Statements 

Attachment 26: Audited Financial Statements Page 2007



COLUMBUS BILINGUAL ACADEMY NORTH - FRANKLIN COUNTY, OHIO 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2017 
 

12 

NOTE 1 - DESCRIPTION OF THE ENTITY 
 
The Columbus Bilingual Academy North, (the School) is a nonprofit corporation established pursuant to 
Ohio Revised Code Chapters 3314 and 1702.  The School’s mission is to provide an orderly and supportive 
environment for students in kindergarten through eighth grade. The School operates on a foundation, 
which fosters character building for all students, parents and staff members.  The School, which is part of 
the State’s education program, is independent of any school district and is nonsectarian in its programs, 
admission policies, employment practices, and all other operations.  The School may acquire facilities as 
needed and contract for any services necessary for the operation of the School. 
 
The School was approved for operation under a contract with The Richland Academy (the Sponsor).  The 
contract was renewed July 1, 2014 for an additional two years. The Sponsor is responsible for evaluating 
the performance of the School and has the authority to deny renewal of the contract at its expiration or 
terminate the contract prior to its expiration.  
 
The School operates under the direction of a Board of Directors (the Board).  The Board is responsible for 
carrying out the provisions of the contract which include, but are not limited to, state mandated provisions 
regarding student populations, curriculum, academic goals, performance standards, admissions 
standards, and qualifications of teachers.  The Board controls the School’s instructional and administration 
facility staffed by 33 non-certified and certified full-time teaching personnel who provide services to 347 
students. 
 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The basic financial statements of the School have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental nonprofit organizations. The Governmental 
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental 
accounting and financial reporting principles. The more significant of the School’s accounting policies are 
described below. 

 
Basis of Presentation - The School’s basic financial statements consist of a Statement of Net Position, a 
Statement of Revenue, Expenses and Change in Fund Net Position, and a Statement of Cash Flows. 
Enterprise fund reporting focuses on the determination of the changes Net Position, financial position and 
cash flows. 
 
The Government Accounting Standards Board requires the presentation of all financial activity to be 
reported within one enterprise fund for year-ending reporting purposes.  Enterprise accounting is used to 
account for operations that are financed and operated in a manner similar to private business enterprise 
where the intent is that the cost (expense) of providing goods and services to the general public on a 
continuing basis be financed or recovered primarily through user charges. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Measurement Focus and Basis of Accounting - The accounting and financial reporting treatment is 
determined by measurement focus. Enterprise accounting uses a flow of economic resources 
measurement focus. Under this measurement focus, all assets, all deferred outflows of resources, all 
liabilities, and all deferred inflows of resources are included on the Statement of Net Position. The 
Statement of Revenues, Expenses and Changes in Net Position presents increases (e.g., revenues) and 
decreases (e.g., expenses) in total Net Position. 
 
Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported in 
the financial statements.  Basis of accounting is used for reporting purposes.  Revenues are recognized 
when they are earned, and expenses are recognized when they are incurred.  
 
Budgetary Process - Unlike other public schools located in the state of Ohio, community schools are not 
required to follow budgetary provisions set forth in Ohio Revised Code Chapter 5705 (with the exception 
section 5705.391 – Five Year Forecasts), unless specifically provided for in the School’s sponsorship 
agreement. The contract between the School and its Sponsor requires a detailed budget for each year of 
the contract. 

       
Cash and Cash Equivalents - Cash received by the School is reflected as “Cash and Cash Equivalents” on 
the Statement of Net Position.  The School did not have any investments during the period ended June 
30, 2017. 
      
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from these estimates. 
 
Capital Assets and Depreciation - Capital assets are capitalized at cost. Donated capital assets are 
recorded at their acquisition values as of the date received. The costs of additions are capitalized and 
expenditures for repairs and maintenance are expensed when incurred.  When property is sold or retired, 
the related costs and accumulated depreciation are removed from the financial records and any gain or 
loss is included in additions to or deductions from Net Position. Capital assets were $517,631, as of June 
30, 2017, net of accumulated depreciation. Depreciation of capital assets is calculated utilizing the 
straight-line method over the estimated useful lives of the asset which are as follows: 

  
Asset Class     Useful Life 
Computers & Software     3 years 

 Furniture, Fixtures, & Equipment   5 years 
      Textbooks     3 years       

 
The School’s policy for asset capitalization threshold is $500. Assets or certain asset groups not meeting 
the capitalization threshold are not capitalized and are not included in the assets represented in the 
accompany statement of Net Position. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Intergovernmental Revenues - The School currently participates in the State Foundation Program. 
Revenues received from this program are recognized as operating revenues in the accounting period in 
which all eligibility requirements have been met. 
 
Grants and entitlements are recognized as non-operating revenues in the accounting period in which 
eligibility requirements have been met. 
 
Eligibility requirements include timing requirements, which specify the year when the resources are 
required to be used or the fiscal year when use is first permitted, matching requirements, in which the 
School must provide local resources to be used for a specified purpose, and expenditure requirements, in 
which the resources are provided to the School on a reimbursement basis. 
 
The School also participates in various federal programs passed through the Ohio Department of 
Education. 
 
Under the above programs the School recorded $2,918,232 this fiscal year from the Foundation Program 
and Casino Tax Revenues and $482,068 from Federal Grants. 
 
Accrued Liabilities - Obligations incurred but unpaid at June 30 are reported as accrued liabilities in the 
accompanying financial statements.  These liabilities consisted of Accounts Payable, Accrued Expenses, 
Settlements Payable, and Accrued Wages and Benefits and totaled $632,094 at June 30, 2017. 

 
Exchange and Non-Exchange Transactions - Revenue resulting from exchange transactions, in which each 
party gives and receives essentially equal value, is recorded on the accrual basis when the exchange takes 
place. Non-exchange transactions, in which the School receives value without directly giving equal value 
in return, include grants, entitlements and donations.  Revenue from grants, entitlements and donations 
is recognized in the fiscal year in which all eligibility requirements have been satisfied.  Eligibility 
requirements include timing requirements, which specify the year when the resources are required to be 
used or the fiscal year when use is first permitted, matching requirements, in which the School must 
provide local resources to be used for a specified purpose, and expenditures requirements, in which the 
resources are provided to the School on a reimbursement basis. 

 
Deferred Inflows and Deferred Outflows of Resources - In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of resources represent a consumption of net position that applies to a future period and will not be 
recognized as an outflow of resources (expense/expenditure) until then. For the School, deferred outflows 
of resources are reported on the statement of net position for pension. The deferred outflows of 
resources related to pension are explained in Note 8. 
 
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. These amounts have been recorded as a deferred inflow  
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Deferred Inflows and Deferred Outflows of Resources (continued) 
 
on the statement of net position. These amounts are deferred and recognized as an inflow of resources 
in the period the amounts become available. Deferred inflows of resources related to pension are 
reported on the statement of net position. (See Note 8) 
         
Net Position - Net position represents the difference between assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources. Net Position is reported as restricted when there are 
limitations imposed on their use through external restriction imposed by creditors, grantors, or laws and 
regulations of other governments.  The School applies restricted resources when an expense is incurred 
for purposes for which both restricted and unrestricted Net Position are available. Net Position invested 
in capital assets consist of capital assets, net of accumulated depreciation, reduced by the outstanding 
balances of any borrowings used for the acquisition, construction, or improvement of those assets. 

 
Operating Revenues and Expenses - Operating revenues are those revenues that are generated directly 
from the primary activities of the School.  For the School, these revenues are primarily the State 
Foundation program.  Operating expenses are necessary costs incurred to provide the good or service 
that is the primary activity of the School.  All revenues and expenses not meeting this definition are 
reported as non-operating.  There were no non-operating expenses reported at June 30, 2017. 

 
Pensions - For purposes of measuring the net pension liability, deferred outflows of resources and 
deferred inflows of resources related to pensions and pension expense, information about the fiduciary 
net position of the pension plans and additions to/deletions from their fiduciary net position have been 
determined on the same basis as they are reported by the pension systems. For this purpose, benefit 
payments (including refunds of employee contributions) are recognized when due and payable in 
accordance with the benefit terms. The pension systems report investments at fair value. 

 
Implementation of New Accounting Principles - For the fiscal year ended June 30, 2017, the School has 
implemented Governmental Accounting Standards Board (GASB) Statement No. 77, Tax Abatement 
Disclosures, GASB Statement No. 78, Pensions Provided through Certain Multiple-Employer Defined 
Benefit Pension Plans, GASB Statement No. 80, Blending Requirements for Certain Component Units - an 
amendment of GASB Statement No. 14 and GASB Statement No. 82, Pension Issues - an amendment of 
GASB Statements No. 67, No. 68, and No. 73. 
 
GASB Statement No. 77 requires disclosure of tax abatement information about (1) a reporting 
government’s own tax abatement agreements and (2) those that are entered into by other governments 
and that reduce the reporting government’s tax revenues. The implementation of GASB Statement No. 
77 did not have an effect on the financial statements of the School.  
 
GASB Statement No. 78 amends the scope of GASB Statement No. 68 to exclude certain multiple-employer 
defined benefit pension plans provided to employees of state and local governments on the basis that 
obtaining the measurements and other information required by GASB Statement No. 68 was not feasible.  
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Implementation of New Accounting Policies (continued) 
 
The implementation of GASB Statement No. 78 did not have an effect on the financial statements of the 
School. 
 
GASB Statement No. 80 amends the blending requirements for the financial statement presentation of 
component units of all state and local governments. The additional criterion requires blending of a 
component unit incorporated as a not-for-profit corporation in which the primary government is the sole 
corporate member. The implementation of GASB Statement No. 80 did not have an effect on the financial 
statements of the School. 
 
GASB Statement No. 82 improves consistency in the application of pension accounting. These changes 
were incorporated in the School’s fiscal year 2017 financial statements; however, there was no effect on 
beginning net position. 
 

NOTE 3 - CASH AND CASH EQUIVALENTS 
 
The School maintains its cash balances at one financial institution, PNC Bank, located in Ohio. The balances 
are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account. 
At June 30, 2017, the book amount of the School’s deposits was $1,824,742 and the bank balance was 
$1,864,202.  
 
The School had no deposit policy for custodial risk beyond the requirement of state statute. Ohio law 
requires that deposits either be insured or be protected by eligible securities pledged to and deposited 
either with the School or a qualified trustee by the financial institution as security for repayment or by a 
collateral pool of eligible securities deposited with a qualified trustee to secure repayment of all public 
monies deposited in the financial institution whose market value shall be at least 105% of deposits being 
secured. At June 30, 2017, none of the bank balance was exposed to custodial credit risk. 
 

NOTE 4 - RECEIVABLES 
 
The School had intergovernmental receivables of $25,074 at June 30, 2017. These receivables represented 
monies due to the School from the Title I and IDEA grant programs, but not received as of June 30, 2017.   
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NOTE 5 - CAPITAL ASSETS  
 
For the period ending June 30, 2017, the School’s capital assets consisted of the following: 
 

 

NOTE 6 - LONG-TERM OBLIGATIONS 
 
The changes in the School’s long-term obligations during fiscal year 2017 were as follows: 
 

 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 

Balance Balance

06/30/16 Additions Deletions 06/30/17

Capital Assets:

Construction in Progress -$              122,354$       -$                122,354$        

Land Improvements 9,995            -                    -                 9,995             

Building Improvements 367,358        -                    -                 367,358          

Furniture & Equipment 233,167        -                    -                 233,167          

Total Capital Assets 610,520        122,354         -                 732,874          

Less Accumulated Depreciation:

Land Improvements (5,499)           (1,000)           -                 (6,499)            

Building Improvements (18,092)         (14,694)         -                 (32,786)          

Furniture & Equipment (153,482)       (22,476)         -                 (175,958)        

Total Accumulated Depreciation (177,073)       (38,170)         -                 (215,243)        

Total Capital Assets, Net 433,447$      84,184$         -$                517,631$        

Balance 

6/30/2016 Additions Reductions

Balance 

6/30/2017

Net Pension Liability:

STRS 2,363,863$   1,610,579$    -$            3,974,442$        

SERS 107,212        114,117         -              221,329            

Total Net Pension Liability 2,471,075     1,724,696       -              4,195,771         

Total Long-Term Obligations 2,471,075$   1,724,696$    -$            4,195,771$        
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NOTE 7 - RISK MANAGEMENT 
 

Property & Liability Insurance - The School is exposed to various risks of loss related to torts; theft of, 
damage to, and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  
During the fiscal year ending June 30, 2017, the School contracted with Argonaut Insurance Co. for its 
insurance coverage as follows:  
 
 

Commercial Property – Personal Property $131,840 
Commercial Crime  

Public Employee Dishonesty $50,000 
Forgery or Alteration $50,000 
Theft, Disappearance and Destruction  $5,000 

Commercial – General Liability (aggregate) $3,000,000 
Commercial Auto $1,000,000 

Educators Legal Liability (aggregate) $3,000,000 
Employment Practices (aggregate) $300,000 
Commercial Excess (aggregate) $1,000,000 

 
There were no settlements in excess of insurance coverage over the past 3 years nor any reduction of 
limits. 

 
Workers’ Compensation - The School pays the State Worker’s Compensation System a premium for 
employee injury coverage.  The premium is calculated by multiplying the monthly total gross payroll by a 
factor that is calculated by the State.  
 
Employee Medical and Dental Benefits - The School provides medical, vision, and dental insurance 
benefits through Aetna to all full-time employees. During the School year, the School paid 90% of the 
monthly premiums for all employees. 

 

NOTE 8 - DEFINED BENEFIT PENSIONS PLANS 
  

Net Pension Liability - The net pension liability reported on the statement of net position represents a 
liability to employees for pensions. Pensions are a component of exchange transactions—between an 
employer and its employees—of salaries and benefits for employee services.  Pensions are provided to an 
employee—on a deferred-payment basis—as part of the total compensation package offered by an 
employer for employee services each financial period.  The obligation to sacrifice resources for pensions 
is a present obligation because it was created as a result of employment exchanges that already have 
occurred. 
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NOTE 8 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Net Pension Liability (continued) 
 
The net pension liability represents the School’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, and cost of living 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   
 
The Ohio Revised Code limits the School’s obligation for this liability to annually required payments. The 
School cannot control benefit terms or the manner in which pensions are financed; however, the School 
does receive the benefit of employees’ services in exchange for compensation including pension.  
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State legislature.  Any resulting legislative change to benefits or funding could 
significantly affect the net pension liability.  Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability 
on the accrual basis of accounting.  Any liability for the contractually-required pension contribution 
outstanding at the end of the year is included in accrued wages and benefits on the accrual basis of 
accounting.   

 
School Employees Retirement System (SERS) 
 
Plan Description – School non-teaching employees participate in SERS, a cost-sharing multiple-employer 
defined benefit pension plan administered by SERS.  SERS provides retirement, disability and survivor 
benefits, annual cost-of-living adjustments, and death benefits to plan members and beneficiaries.  
Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  SERS issues a 
publicly available, stand-alone financial report that includes financial statements, required supplementary 
information and detailed information about SERS’ fiduciary net position.  That report can be obtained by 

visiting the SERS website at www.ohsers.org under Employers/Audit Resources.  
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NOTE 8 - DEFINED BENEFIT PENSIONS PLANS (continued)

School Employees Retirement System (SERS) – continued

Age and service requirements for retirement are as follows:

Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary.

One year after an effective benefit date, a benefit recipient is entitled to a three percent cost-of-living 
adjustment (COLA).  This same COLA is added each year to the base benefit amount on the anniversary 
date of the benefit.

Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the School is required to contribute 14 percent of annual covered payroll.  The contribution requirements 
of plan members and employers are established and may be amended by the SERS’ Retirement Board up 
to statutory maximum amounts of 10 percent for plan members and 14 percent for employers.  The 
Retirement Board, acting with the advice of the actuary, allocates the employer contribution rate among 
four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care 
Fund).  For the fiscal year ended June 30, 2017, the allocation to pension, death benefits, and Medicare B 
was 14 percent.  SERS did not allocate any employer contributions to the Health Care Fund for fiscal year 
2017.

The School’s contractually required contribution to SERS was $12,049 for fiscal year 2017. For fiscal year 
2017, 100.00 percent has been contributed.

State Teachers Retirement System (STRS)

Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org.

Eligible to Retire before Eligible to Retire on or after
August 1, 2017* August 1, 2017

Full Benefits Age 65 with 5 years service credit: or
Any age with 30 years of service credit

Age 67 with 10 years of service credit; or
Age 57 with 30 years of service credit

Actuarially Reduced Age 65 with 5 years of service credit Age 62 with 10 years of service credit; or
Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
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NOTE 8 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
School Teachers Retirement System (STRS) – continued 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307.  
The DB plan offers an annual retirement allowance based on final average salary multiplied by a 
percentage that varies based on years of service.  Effective August 1, 2015, the calculation was 2.2 percent 
of final average salary for the five highest years of earnings multiplied by all years of service. Members 
are eligible to retire at age 60 with five years of qualifying service credit, or at age 55 with 26 years of 
service, or 31 years of service regardless of age.  Eligibility changes will be phased in until August 1, 2026, 
when retirement eligibility for unreduced benefits will be five years of service credit and age 65, or 35 
years of service credit and at least age 60. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination 
of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
Member contributions to the DC Plan are allocated among investment choices by the member, and 
contributions to the DB Plan from the employer and the member are used to fund the defined benefit 
payment at a reduced level from the regular DB Plan. The defined benefit portion of the Combined Plan 
payment is payable to a member on or after age 60 with five years of service. The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity 
after termination of employment at age 50 or later. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another STRS plan.  The optional annuitization of a member’s defined contribution account or the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of investment gain or loss on the account.  STRS has therefore included all three plan 
options as one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance.  
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NOTE 8 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2017, plan members were required to contribute 14 percent of their annual covered salary. The School 
was required to contribute 14 percent; the entire 14 percent was the portion used to fund pension 
obligations.  The fiscal year 2017 contribution rates were equal to the statutory maximum rates. 
 
The School’s contractually required contribution to STRS was $151,728 for fiscal year 2017.  For fiscal year 
2017, 100.00 percent has been contributed. 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions - The net pension liability was measured as of June 30, 2016, and the total 
pension liability used to calculate the net pension liability was determined by an independent actuarial 
valuation as of that date. The School's employer allocation percentage of the net pension liability was 
based on the employer’s share of employer contributions in the pension plan relative to the total 
employer contributions of all participating employers. Following is information related to the 
proportionate share and pension expense: 
 

 
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, changes in assumptions and changes in the School’s proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods. The difference between projected and actual investment 
earnings is recognized in pension expense using a straight line method over a five year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight line method. Employer 
contributions to the pension plan subsequent to the measurement date are also required to be reported 
as a deferred outflow of resources.  
 
 
 
 
 
 

STRS SERS Total

Proportionate Share of the Net 

  Pension Liability 3,974,442$          221,329$            4,195,771$         

Proportion of the Net Pension Liability:

Current Measurement Date 0.01187357% 0.00302400%

Prior Measurement Date 0.00855323% 0.00187890%

Change in Proportionate Share 0.00332034% 0.00114510%

Pension Expense 769,008$             40,180$             809,188$           
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NOTE 8 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions (continued) 
 
At June 30, 2017, the School reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  
 

 
 
 
$163,777 reported as deferred outflows of resources related to pension resulting from School 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2018.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to pension will be recognized in pension expense as follows: 
 

 
 
 
 
 
 
 

STRS SERS Total

Deferred Outflows of Resources

Differences between Expected and 

  Actual Experience 160,586$             2,983$               163,569$           

Net Difference between Projected and 

  Actual Earnings on Pension Plan Investments 329,988 18,257 348,245

Changes of Assumptions - 14,775 14,775

Changes in Proportion and Differences between 

  School Contributions and Proportionate  

  Share of Contributions 1,512,586 57,970 1,570,556

School Contributions Subsequent to the 

  Measurement Date 151,728 12,049 163,777

Total Deferred Outflows of Resources 2,154,888$          106,034$           2,260,922$        

Deferred Inflows of Resources

Changes in Proportion and Differences between 

  School Contributions and Proportionate  

  Share of Contributions $                         - 12,019$             12,019$             

STRS SERS Total

Fiscal Year Ending June 30:

2018 555,821$             26,137$             581,958$           

2019 555,823 25,914 581,737

2020 571,923 24,667 596,590

2021 319,593 5,248 324,841

2,003,160$          81,966$             2,085,126$         
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NOTE 8 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS - SERS’ total pension liability was determined by their actuaries in 
accordance with GASB Statement No. 67, as part of their annual actuarial valuation for each defined 
benefit retirement plan.  Actuarial valuations of an ongoing plan involve estimates of the value of reported 
amounts (e.g., salaries, credited service) and assumptions about the probability of occurrence of events 
far into the future (e.g., mortality, disabilities, retirements, employment termination).  Actuarially 
determined amounts are subject to continual review and potential modifications, as actual results are 
compared with past expectations and new estimates are made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point.  The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant.  In many cases actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2016, are presented below: 
 

Wage Inflation 3.00 percent

Future Salary Increases, including inflation 3.50 percent to 18.20 percent

COLA  or Ad Hoc COLA 3.00 percent

Investment Rate of Return 7.50 percent net of investments expense, including inflation

Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)

 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection and a five-year age set-back for both males and females.  Mortality among 
service retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection with Scale BB, 120 percent of male rates and 110 percent of female rates.  
Mortality among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 percent 
for male rates and 100 percent for female rates, set back five years is used for the period after disability 
retirement.  
 
The actuarial assumptions used in the June 30, 2016 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, payroll 
growth assumption and assumed real wage growth were reduced in the June 30, 2016 actuarial valuation.  
The rates of withdrawal, retirement and disability updated to reflect recent experience and mortality rates 
were also updated. 
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NOTE 8 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS (continued) 
 
The long-term return expectation for the Pension Plan Investments has been determined by using a 
building-block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating an arithmetic weighted average of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the expected return from rebalancing uncorrelated asset classes. The target allocation and best estimates 
of arithmetic real rates of return for each major asset class are summarized in the following table: 

 

 
 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute.  Projected inflows from investment earnings were calculated using the long-term assumed 
investment rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of projected 
benefits to determine the total pension liability.   
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the School’s proportionate share of the net pension liability calculated using 
the discount rate of 7.50 percent, as well as what each plan’s net pension liability would be if it were 
calculated using a discount rate that is one percentage point lower (6.50 percent), or one percentage 
point higher (8.50 percent) than the current rate. 

 
 

 
 

1% Decrease

(6.50%)

Current 

Discount Rate

(7.50%)

1% Increase 

(8.50%)

School's Proportionate Share

  of the Net Pension Liability 293,026$             221,329$            161,316$           
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NOTE 8 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – STRS - The total pension liability in the June 30, 2016, actuarial valuation was 
determined using the following actuarial assumptions, applied to all periods included in the 
measurement:  
 

 
Mortality rates were based on the RP-2000 Combined Mortality Table (Projection 2022—Scale AA) for 
Males and Females.  Males’ ages are set-back two years through age 89 and no set-back for age 90 and 
above.  Females younger than age 80 are set back four years, one year set back from age 80 through 89 
and no set back from age 90 and above.   
 
Actuarial assumptions used in the June 30, 2016, valuation is based on the results of an actuarial 
experience study, effective July 1, 2012. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
 

 
 
*10-year annualized geometric nominal returns, which include the real rate of return and inflation of 2.50 
percent and does not include investment expenses. The total fund long-term expected return reflects 
diversification among the asset classes and therefore is not a weighted average return of the individual 
asset classes.  
 
 
 
 

 
 

 

 

Attachment 26: Audited Financial Statements Page 2022



COLUMBUS BILINGUAL ACADEMY NORTH - FRANKLIN COUNTY, OHIO 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2017 
 

27 

NOTE 8 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – STRS (continued) 
 
Discount Rate The discount rate used to measure the total pension liability was 7.75 percent as of June 
30, 2016. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate increases 
described above. For this purpose, only employer contributions that are intended to fund benefits of 
current plan members and their beneficiaries are included.  Projected employer contributions that are 
intended to fund the service costs of future plan members and their beneficiaries, as well as projected 
contributions from future plan members, are not included.  Based on those assumptions, STRS’ fiduciary 
net position was projected to be available to make all projected future benefit payments to current plan 
members as of June 30, 2016.  Therefore, the long-term expected rate of return on pension plan 
investments of 7.75 percent was applied to all periods of projected benefit payment to determine the 
total pension liability as of June 30, 2016. 

 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the School's proportionate share of the net pension liability as of June 
30, 2016, calculated using the current period discount rate assumption of 7.75 percent, as well as what 
the School's proportionate share of the net pension liability would be if it were calculated using a discount 
rate that is one-percentage-point lower (6.75 percent) or one-percentage-point higher (8.75 percent) than 
the current rate: 

 
 
Changes Between Measurement Date and Report Date In March 2017, the STRS Board adopted certain 
assumption changes which will impact their annual actuarial valuation prepared as of June 30, 2017.  The 
most significant change is a reduction in the discount rate from 7.75 percent to 7.45 percent.  In April 
2017, the STRS Board voted to suspend cost of living adjustments granted on or after July 1, 
2017.  Although the exact amount of these changes is not known, the overall decrease to School’s net 
pension liability is expected to be significant.   

 
NOTE 9 - POSTEMPLOYMENT BENEFITS 
 
School Employees Retirement System (SERS) 
 
Health Care Plan Description - The School contributes to the SERS Health Care Fund, administered by SERS 
for non-certificated retirees and their beneficiaries.  For GASB 45 purposes, this plan is considered a cost-
sharing, multiple-employer, defined benefit other postemployment benefit (OPEB) plan.  The Health Care 
Plan includes hospitalization and physicians’ fees through several types of plans including HMO’s, PPO’s, 
Medicare Advantage, and traditional indemnity plans as well as a prescription drug program. The financial 
report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be obtained 
on SERS’ website at www.ohsers.org under Employers/Audit Resources. 

1% Decrease

(6.75%)

Current 

Discount Rate

(7.75%)

1% Increase 

(8.75%)

School's Proportionate Share

  of the Net Pension Liability 5,281,710$          3,974,442$         2,871,684$         
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NOTE 9 - POSTEMPLOYMENT BENEFITS (continued) 
 
School Employees Retirement System (SERS) – continued 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Health care is financed through a combination of employer contributions and 
retiree premiums, copays and deductibles on covered health care expenses, investment returns, and any 
funds received as a result of SERS’ participation in Medicare programs. Active employee members do not 
contribute to the Health Care Plan.  Retirees and their beneficiaries are required to pay a health care 
premium that varies depending on the plan selected, the number of qualified years of service, Medicare 
eligibility and retirement status. 
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required basic benefits, the Retirement Board 
allocates the remainder of the employer contribution of 14 percent of covered payroll to the Health Care 
Fund. For fiscal year 2017, SERS did not allocate any employer contributions to the Health Care fund.   In 
addition, employers pay a surcharge for employees earning less than an actuarially determined minimum 
compensation amount, pro-rated according to service credit earned. For fiscal year 2017, this amount was 
$23,500.  Statutes provide that no employer shall pay a health care surcharge greater than 2 percent of 
that employer’s SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the 
total statewide SERS-covered payroll for the health care surcharge. For fiscal year 2017, the School’s 
surcharge obligation was $1,582. 
 
For fiscal years 2015, 2016 and 2017, SERS allocated $602, $137 and $1,582 of employer contributions to 

the Health Care Fund, including the surcharge.  The full amount has been contributed for all three years. 

 
School Teachers Retirement Systems (STRS) 

 
Plan Description – The School participates in the cost-sharing multiple-employer defined benefit Health 
Plan administered by the State Teachers Retirement System of Ohio (STRS) for eligible retirees who 
participated in the defined benefit or combined pension plans offered by STRS.  Ohio law authorizes STRS 
to offer this plan.  Benefits include hospitalization, physicians’ fees, prescription drugs and reimbursement 
of monthly Medicare Part B premiums.  The Plan is included in the report of STRS which can be obtained 
by visiting www.strsoh.org or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS Ohio to offer the Plan and gives the 
Retirement Board authority over how much, if any, of the health care costs will be absorbed by STRS.  
Active employee members do not contribute to the Health Care Plan.  All benefit recipients, for the most 
recent year, pay a monthly premium.  Under Ohio law, funding for post-employment health care may be 
deducted from employer contributions.  For fiscal years 2017, 2016 and 2015, STRS did not allocate any 
employer contributions to post-employment health care; therefore, the School did not contribute to 
health care in the last three fiscal years. 
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NOTE 10 - CONTINGENCIES 
 

Grants - The School received financial assistance from federal and state agencies in the form of grants.  
Amount received from grantor agencies are subject to audit and adjustment by the grantor.  Any 
disallowed costs may require refunding to the grantor.  Amount which may be disallowed, if any, are not 
presently determinable.  However, in the opinion of the School, any such adjustments will not have a 
material adverse effect on the financial position of the School.  

 
Litigation – There are currently no matters in litigation with the School as a defendant. 

 
Full-Time Equivalency - School foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  

 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE did not perform such a review on the School for fiscal year 2017.  
 
As of the date of this report, only one ODE adjustment has been issued to the School and it resulted in a 
payable due to ODE in the amount of $19,358 which is recorded under accrued expenses. Additional ODE 
adjustments for fiscal year 2017 are not yet finalized.  As a result, the impact of future FTE adjustments 
on the fiscal year 2017 financial statements is not determinable, at this time. Management believes this 
may result in either an additional receivable to, or a liability of, the School. 
 
In addition, the School’s contracts with their Sponsor require payment based on revenues received from 
the State.  As discussed above, additional FTE adjustments for fiscal year 2017 are not finalized.  Until such 
adjustments are finalized by ODE, the impact on the fiscal year 2017 financial statements, related to 
additional reconciliation necessary with these contracts, is not determinable.  Management believes this 
may result in either an additional receivable to, or liability of, the School.   

 

NOTE 11 - SPONSOR 
 

The School contracted with The Richland Academy as its sponsor and oversight services as required by 
law.  Sponsorship fees are calculated as a three percent of state funds received by the School from the 
State of Ohio. For the fiscal year ended June 30, 2017, the total sponsorship fees paid totaled $85,526.  
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NOTE 12 - PURCHASED SERVICES 
 

For the period of July 1, 2016 through June 30, 2017, the School made the following purchased services 
commitments. 
 

      
Professional and Technical Services  $ 1,021,238    
Property Services   314,404               
Utilities    13,006  
Travel and Meetings   11,245  

Communications    26,370  
Contractual Trade Services  218,225      
Pupil Transportation   4,579           

     $1,609,067   
 
NOTE 13 - LEASE OBLIGATIONS 
  

On July 1, 2011, the School entered into a new lease agreement with NCBC Human Services Corporation 
for the Focus Center, which includes classroom facilities, cafeteria, multi-purpose space (gymnasium and 
auditorium), administrative offices, playing fields, and parking located at 3360-3400 Kohr Boulevard in 
Columbus, Ohio. The initial term of the lease commenced on August 1, 2011 and was scheduled to expire 
July 31, 2013. The lease automatically renews for successive one-year terms, unless terminated by either 
party. Monthly rent of $6,786 was increased to $7,803, effective November 2014.  
 
On September 01, 2014, the School entered into a lease agreement with Innovative Modular Solutions for 
a modular unit located at 3360-3400 Kohr Boulevard in Columbus, Ohio. The initial term of the lease is for 
a 36- month period with monthly rent of $2,638.  
 
On April 2, 2015, the School entered into a lease agreement with ModSpace for a modular unit located at 
3360-3400 Kohr Boulevard in Columbus, Ohio. The initial term of the lease is for a 24- month period with 
monthly rent of $4,745.  
 
Total lease payments made under all three lease agreements for the fiscal year ended June 30, 2017 was 
$221,187. 
 
At the end of the fiscal year, the School exited all three leases and moved into a new facility located at 
2100 Morse Road. 
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NOTE 14 – SUBSEQUENT EVENTS 
 

Subsequent to year end, the School entered into a management agreement with Accel Schools for a period 
of 5 years and a management fee of 13.5% of State Revenues. 
 
Additionally, at the end of September 2017, the School completed an $2.5 million improvement project 
for a new facility located at 2100 Morse Road.  All costs associated with the project are being financed 
through the construction contractor and no immediate payments are due in the current fiscal year.
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. 

2017 2016 2015 2014

School's Proportion of the Net Pension Liability 0.00302400% 0.00187890% 0.00227800% 0.00227800%

School's Proportionate Share of the Net Pension Liability 221,329$       107,212$       115,288$       135,465$       

School's Covered-Employee Payroll 85,993$         56,707$         72,742$         51,994$         

School's Proportionate Share of the Net Pension Liability 257.38% 189.06% 158.49% 260.54%

as a Percentage of its Covered-Employee Payroll

Plan Fiduciary Net Position as a Percentage of the 62.98% 69.16% 71.70% 65.52%

Total Pension Liability

Information prior to 2014 is not available

Amounts presented as of the School's measurement date 

which is the prior fiscal year end.

School Employees Retirement System (SERS)

Changes of Benefit Terms: None. 

· Discount rate from 7.75% to 7.50%

· Assumed rate of inflation from 3.25% to 3.00%

· Payroll growth assumption from 4.00% to 3.50%

· Assumed real wage growth from 0.75% to 0.50%

Notes:

Changes of Assumptions: Amounts reported in 2017 reflect an adjustment of the rates of withdrawal, retirement and 

disability to more closely reflect actual experience and the expectation of retired life mortality was based on RP-2014 Blue 

Collar Mortality Tables and RP-2000 Disabled Mortality Table. The following reductions were also made to the actuarial 
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2017 2016 2015 2014

School's Proportion of the Net Pension Liability 0.01187357% 0.85532300% 0.00542331% 0.00542331%

School's Proportionate Share of the Net Pension Liability 3,974,442$    2,363,863$    1,319,137$    1,571,347$    

School's Covered-Employee Payroll 1,260,057$    938,057$       590,992$       379,785$       

School's Proportionate Share of the Net Pension Liability 315.42% 252.00% 223.21% 413.75%

as a Percentage of its Covered-Employee Payroll

Plan Fiduciary Net Position as a Percentage of the 66.80% 74.70% 69.30% 69.30%

Total Pension Liability

Information prior to 2014 is not available

Amounts presented as of the School's measurement date 

which is the prior fiscal year end.
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2017 2016 2015 2014 2013 2012 2011

Contractually Required Contribution 12,049$             12,039$             7,474$            10,082$          7,196$                9,272$                2,810$             

Contributions in Relation to the 

Contractually Required Contribution (12,049) (12,039) (7,474) (10,082) (7,196) (9,272) (2,810)

Contribution Deficiency (Excess) $                       - $                       - $                    - $                    - $                        - $                        - $                       -

School's Covered Payroll 86,064$             85,993$             56,707$          72,742$          51,994$              68,937$               22,355$            

Contributions as a Percentage of 

Covered Payroll 14.00% 14.00% 13.18% 13.86% 13.84% 13.45% 12.57%

(1) Information prior to fiscal year 2011 is unavailable
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2017 2016 2015 2014 2013 2012 2011

Contractually Required Contribution 151,728$            176,408$            131,328$         76,829$          49,372$              30,166$               80,957$            

Contributions in Relation to the 

Contractually Required Contribution (151,728) (176,408) (131,328) (76,829) (49,372) (30,166) (80,957)

Contribution Deficiency (Excess) $                       - $                       - $                    - $                    - $                       - $                       - $                     -

School's Covered Payroll 1,083,771$         1,260,057$         938,057$         590,992$        379,785$            232,046$             622,746$          

Contributions as a Percentage of 

Covered Payroll 14.00% 14.00% 14.00% 13.00% 13.00% 13.00% 13.00%

(1) Information prior to fiscal year 2011 is unavailable
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Rockefeller Building 

614 W Superior Ave Ste 1242 

Cleveland OH  44113-1306 

Charles E. Harris & Associates, Inc.    Office phone - (216) 575-1630 

Certified Public Accountants      Fax - (216) 436-2411 

 
 

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS  

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN  
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

 
 
Columbus Bilingual Academy North 
Franklin County 
3360 Kohr Blvd. 
Columbus, Ohio 43223 
 
To the Board of Directors: 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States, the financial statements of the Columbus 
Bilingual Academy North, Franklin County, Ohio (the School), as of and for the year ended June 30, 
2017, and the related notes to the financial statements, which collectively comprise the School’s basic 
financial statements, and have issued our report thereon dated December 28, 2017. 

 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School’s internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate in 
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the School’s internal control.  Accordingly, we 
do not express an opinion on the effectiveness of the School’s internal control.   
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a 
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material 
misstatement of the School’s financial statements will not be prevented, or detected and corrected, on a 
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control 
that is less severe than a material weakness, yet important enough to merit attention by those charged 
with governance.   
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, we did not identify any deficiencies in 
internal control that we consider to be material weaknesses. However, material weaknesses may exist 
that have not been identified. 
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Independent Auditor’s Report on Internal Control Over  
   Financial Reporting and on Compliance and Other Matters  
   Based on an Audit of Financial Statements Performed in 
   Accordance with Government Auditing Standards 
Page 2 
 
 
Compliance and Other Matters 

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

 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the School’s internal 
control or on compliance.  This report is an integral part of an audit performed under Government Auditing 
Standards in considering the School’s internal control and compliance. Accordingly, this communication is 
not suitable for any other purpose. 
 
 

 
Charles E. Harris & Associates, Inc. 
December 28, 2017 
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December 28, 2020 
 
To the Board of Directors 
Columbus Humanities, Arts and Technology Academy 
Franklin County, Ohio 
1333 Morse Road 
Columbus, Ohio 43229 
 
 

INDEPENDENT AUDITOR'S REPORT 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Columbus Humanities, Arts and 
Technology Academy, Franklin County, Ohio, (the “Academy”) as of and for the year ended June 30, 
2020, and the related notes to the financial statements, which collectively comprise the Academy’s basic 
financial statements as listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the Academy’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Academy’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
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Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Columbus Humanities, Arts and Technology Academy, Franklin County, Ohio, 
as of June 30, 2020, and the changes in its financial position and its cash flows for the year then ended in 
accordance with accounting principles generally accepted in the United States of America. 
 
Emphasis of a Matter  
 
The accompanying financial statements have been prepared assuming the Academy will continue as a 
going concern. As disclosed in Note 16 to the financial statements, the Academy has previously suffered 
recurring losses from operations and has a net position deficit that raises substantial doubt about its ability 
to continue as a going concern. Note 16 describes management’s plan regarding these issues. The 
financial statements do not include any adjustments that might result from the outcome of this 
uncertainty. 
 
In addition, as described in Note 17 to the financial statements, the financial impact of COVID-19 and the 
ensuing emergency measures will continue to impact subsequent periods of the Academy. Our opinion is 
not modified with respect to these matters. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the Academy's Proportionate Share of the Net Pension Liability, 
Schedule of the Academy’s Contributions-Pension, Schedule of the Academy’s Proportionate Share of the 
Net OPEB Asset/Liability, and the Schedule of the Academy’s Contributions - OPEB as listed in the table 
of contents, be presented to supplement the basic financial statements. Such information, although not a 
part of the basic financial statements, is required by the Governmental Accounting Standards Board who 
considers it to be an essential part of financial reporting for placing the basic financial statements in an 
appropriate operational, economic, or historical context. We have applied certain limited procedures to 
the required supplementary information in accordance with auditing standards generally accepted in the 
United States of America, which consisted of inquiries of management about the methods of preparing the 
information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic 
financial statements. We do not express an opinion or provide any assurance on the information because 
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance.  
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Other Information 
 
Our audit was conducted for the purpose of forming an opinion on the financial statements that 
collectively comprise the Academy’s basic financial statements. The Schedule of Expenditures of Federal 
Awards, as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative 
Requirements, Cost Principles, and Audit Requirements for Federal Awards is presented for purposes of 
additional analysis and is not a required part of the basic financial statements. 
 
The Schedule of Expenditures of Federal Awards is the responsibility of management and was derived 
from and relates directly to the underlying accounting and other records used to prepare the basic 
financial statements. Such information has been subjected to the auditing procedures applied in the audit 
of the basic financial statements and certain additional procedures, including comparing and reconciling 
such information directly to the underlying accounting and other records used to prepare the basic 
financial statements or to the basic financial statements themselves, and other additional procedures in 
accordance with auditing standards generally accepted in the United States of America. In our opinion, 
the Schedule of Expenditures of Federal Awards is fairly stated, in all material respects, in relation to the 
basic financial statements as a whole. 
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated December 28, 
2020 on our consideration of the Academy’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the Academy’s internal control over financial reporting or on compliance. That report is 
an integral part of an audit performed in accordance with Government Auditing Standards in considering 
the Academy’s internal control over financial reporting and compliance. 
 
 
 
 
 

Cambridge, Ohio 
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The discussion and analysis of the Columbus Humanities Arts & Technology Academy’s (the “Academy”) 
financial performance provides an overall review of the Academy’s financial activities for the fiscal year 
ended June 30, 2020.  Readers should also review the basic financial statements and notes to enhance 
their understanding of the Academy’s financial performance. 
 
The Management’s Discussion and Analysis (the MD&A) is an element of the reporting model adopted by 
the  Governmental  Accounting  Standards  Board  (GASB)  in  their  Statement  No.  34  Basic  Financial 
Statements  –  and Management’s Discussion and Analysis  –  for  State  and  Local Governments.  Certain 
comparative  information  between  the  current  fiscal  year  and  the  prior  fiscal  year  is  required  to  be 
presented in the MD&A.  
 
HIGHLIGHTS 
 
The Academy finished its sixteenth year of operation during fiscal year 2020 serving grades kindergarten 
through eighth grade.  Enrollment increased from 560 students in 2019 to 585 students in 2020. 
 
Key highlights for fiscal year 2020 are as follows: 
 

 Net Position increased $1,159,046. 
 Total revenue increased from $5,588,159 in fiscal year 2019 to $6,893,265 in fiscal year 2020 due 

to increases in enrollment in addition to additional grants resources available. 
 Operating  expenses  (excluding  interest)  increased  from  $4,676,087  in  fiscal  year  2019  to 

$5,676,990 in fiscal year 2020.  
 During the fiscal year, the Academy made an additional principal payment of $500,000 against 

their  long‐term  debt  in  addition  to  the  normal  scheduled  payments.  This  contributed  to  the 
decrease in liabilities from the prior year.  
 

OVERVIEW OF FINANCIAL STATEMENTS  
 
The  financial  report  consists  of  three  parts‐required  supplemental  information,  the  basic  financial 
statements, and the notes to the basic financial statements. These statements are organized so the reader 
can understand  the  financial position of  the academy. Enterprise accounting uses a  flow of economic 
resource measurement focus. With this measurement focus, all assets, deferred outflows of resources, all 
liabilities, and deferred inflows of resources are included on the statement of net position. The statement 
of net position represents the financial position of the Academy.  The statement of revenues, expenses, 
and  changes  in  net  position  presents  increases  (e.g.,  revenues)  and  decreases  (e.g.  expenses)  in  net 
position.  The statement of cash flows reflects how the Academy finances and meets its cash flow needs. 
Finally, the notes to the basic financial statements provide additional information that is essential to the 
full understanding of the data provided in the basic financial statements.   
 
FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE 
 
The Academy is not required to present government‐wide financial statements as the Academy is engaged 
in  only  business‐type  activities.  Therefore,  no  condensed  financial  information  derived  from  the 
governmental‐wide financial statements is included in the discussion and analysis.    
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The following table provides a summary of Academy’s net position for 2020 compared to 2019: 
 

2020 2019
Assets:
  Current assets:

    Cash and Cash Equivalents 1,370,315$              833,193$                
    Intergovernmental Receivable 82,801                     87,642                    
    Prepaid Expense 24,009                     19,084                    
       Total current assets 1,477,125 939,919

Noncurrent assets: 
Net OPEB Assets 231,366 208,606
Capital Assets, net of Accumulated Depreciation 62,378 56,218

     Total noncurrent assets 293,744 264,824

Total assets 1,770,869                 1,204,743               

Deferred Outflows of Resources 1,477,892                1,710,205               

Liabilities:  
  Current liabilities:
     Accounts Payable, Trade 4,837                       52,601                    
     Accounts Payable, Related Party 177,298 258,099
     Accrued Expenses 32,970                     10,114                    
     Current Portion of Long-Term Debt 538,177                   512,467                  
       Total current liabilities 753,282                   833,281                  

Noncurrent Liabilities:
      Net Pension Liability 3,763,180 3,427,513
      Net OPEB Liability 264,245 275,095
      Noncurrent Portion of Long-term Debt 1,135,374 2,177,731
        Total noncurrent liabilities 5,162,799 5,880,339

        Total liabilities 5,916,081 6,713,620

Deferred Inflows of Resources 525,841 553,535

Net Position
  Invested in Capital Assets 62,378 56,218
  Unrestricted Net Position (3,255,539) (4,408,425)
     Total Net Position (3,193,161)$             (4,352,207)$            

Table 1
Net Position
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The Academy has adopted GASB Statement 68, “Accounting and Financial Reporting  for Pensions—an 
Amendment of GASB Statement 27,” and GASB Statement 75, “Accounting and Financial Reporting for 
Postemployment  Benefits  Other  Than  Pensions,”  which  significantly  revises  accounting  for  costs  and 
liabilities related to other postemployment benefits (OPEB).  For reasons discussed below, many end users 
of this financial statement will gain a clearer understanding of the Academy’s actual financial condition by 
adding deferred inflows related to pension and OPEB, the net pension liability and the net OPEB liability 
to the reported net position and subtracting deferred outflows related to pension and OPEB and net OPEB 
asset. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports  prepared  in  accordance  with  generally  accepted  accounting  principles.    Prior  accounting  for 
pensions  (GASB  27)  and  postemployment  benefits  (GASB  45)  focused  on  a  funding  approach.    This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OPEB asset/liability.  GASB 68 and 
GASB 75  take  an  earnings  approach  to  pension  and OPEB  accounting;  however,  the  nature of Ohio’s 
statewide pension/OPEB plans and state law governing those systems requires additional explanation in 
order to properly understand the information presented in these statements. 
 
GASB 68 and GASB 75 require the net pension liability and the net OPEB liability to equal the Academy’s 
proportionate share of each plan’s collective: 
 

1. Present  value  of  estimated  future  pension/OPEB  benefits  attributable  to  active  and  inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 

GASB  notes  that  pension  and  OPEB  obligations,  whether  funded  or  unfunded,  are  part  of  the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, 
and the promise of a future pension and other postemployment benefits.  GASB noted that the unfunded 
portion of this promise is a present obligation of the government, part of a bargained‐for benefit to the 
employee, and should accordingly be reported by the government as a liability since they received the 
benefit of the exchange.  However, the Academy is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement  systems  to  provide  healthcare  to  eligible  benefit  recipients.    The  retirement  systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits.
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The  employee  enters  the  employment  exchange with  the  knowledge  that  the  employer’s  promise  is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a specific, 
legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the 
unfunded  liability  of  the  pension/OPEB  plan  as  against  the  public  employer.    State  law  operates  to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the  employment  exchange  with  notice  as  to  the  law.    The  retirement  system  is  responsible  for  the 
administration of the pension and OPEB plans 
 
Most long‐term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time‐off or termination payments.  There is no repayment 
schedule  for  the net  pension  liability  or  the  net OPEB  asset/liability.    As  explained  above,  changes  in 
benefits,  contribution  rates,  and  return on  investments  affect  the balance of  these  liabilities,  but  are 
outside the control of the  local government.    In the event that contributions,  investment returns, and 
other changes are insufficient to keep up with required payments, State statute does not assign/identify 
the responsible party for the unfunded portion.  Due to the unique nature of how the net pension liability 
and  the net OPEB  liability  are  satisfied,  these  liabilities  are  separately  identified within  the  long‐term 
liability section of the statement of net position. 
 
In accordance with GASB 68 and GASB 75,  the Academy’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB asset/liability, respectively, not accounted for 
as deferred inflows/outflows.  
 
There was a significant change in net pension / OPEB liability / asset for the Academy. The fluctuations 
are due to changes in the actuarial liabilities / assets and related accruals that are passed through to the 
Academy’s  financial  statement.  All  components  of  pension  and  OPEB  accruals  contribute  to  the 
fluctuations in deferred outflows / inflows and net pension & OPEB liabilities/asset and are described in 
more detail in their respective notes. 
 
Cash and cash equivalents increased $537,132, primarily due to operations from an increase in students 
served in 2020 in addition to receiving Quality School Choice grant funds.  Changes in net pension and 
OPEB assets/liabilities and related deferred outflows and inflows are further explained in notes 9 and 10.  
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The following table reflects the changes in net position for fiscal year 2020 as compared to 2019: 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The increase in revenues in fiscal year 2020 was due to the increase in the number of students enrolled. 
During the fiscal year the Academy received the Quality School Choice grant resulting in the increase in 
Federal and State Restricted Grants. Various expense categories  increased during  the year due to  this 
increase in enrollment, in addition to the increase in purchased services due to the changes in of GASB 
Statements No. 68 & 75 liabilities and related accruals.   
 
 

2020 2019

Operating Revenues:

  State Aid 4,753,862$          4,598,253$       
  Miscellaneous 21,422 9,493
    Total Operating Revenues 4,775,284          4,607,746         

Operating Expenses:

  Purchased Services 5,497,277 4,501,165
  Depreciation 21,554 31,474
  General Supplies 115,843 98,173
  Other Operating Expense 42,316 45,275
    Total Operating Expenses 5,676,990 4,676,087

        Operating Income (Loss) (901,706) (68,341)

Nonoperating Revenues and (Expenses)

  Federal and State Restricted Grants 2,100,761 975,308
Other Grants 17,220                  5,105                  

  Interest Expense (57,229) (82,305)
    Net Nonoperating Revenues and (Expenses) 2,060,752          898,108             

Change in Net Position 1,159,046$           829,767$           

Table 2

Change in Net Position
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CAPITAL ASSETS 
 
At the end of fiscal year 2020, the Academy had $62,378 invested in capital assets (net of accumulated 
depreciation) for its computers and software, leasehold improvements and other equipment.  
 
The following table shows fiscal year 2020 compared to 2019:   
           

 

2020 2019 Change

Leasehold Improvements $31,404 $33,255 ($1,851)
Furniture & Equipment 22,685            3,792            18,893         
Computers and Software 8,289 19,171 (10,882)

$62,378 $56,218 $6,160

Capital Assets at June 30 (Net of Depreciation)

   
For  further  information  regarding  the Academy’s  capital  assets,  refer  to Note  5  of  the  basic  financial 
statements.   
 
DEBT 
 
At  June  30,  2020,  the  Academy  had  a  Notes  Payable  to  Accel  Schools  in  the  amount  of  $1,673,551  
outstanding at year end of which $538,177 is considered to be the current portion.   
 
For further information regarding the Academy’s debt, refer to Note 6 to the basic financial statements.   
 
CURRENT FINANCIAL ISSUES 
 
The Academy is a community School and is funded through the State of Ohio Foundation Program.  The 
Academy relies on this, as well as, State and Federal funds as its primary source of revenue.   In 2020, the 
State reduced the per pupil funding to $5,931.24 due to the economic impacts of COVID‐19 to the State 
economy. This was a reduction of $88.76 from the previous year.  This decrease will also be in effect for 
fiscal year 2021.  Additionally, community schools in Ohio will be allocated a small amount of facilities 
funding which is also per pupil based.  This amount received in fiscal year 2020 was approximately $250 
per pupil. 
 
REQUESTS FOR INFORMATION 
 
This  financial  report  is designed  to provide citizens,  taxpayers,  investors, and creditors with a general 
overview of the Academy’s finances and to show the Academy’s accountability for the money it receives.  
If you have any question concerning  this  report, please contact  the Academy’s Fiscal Officer, C. David 
Massa, CPA of Massa Financial Solutions, LLC, 1333 Morse Road, Columbus, Ohio 43229. 
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Assets:

Current Assets:

    Cash and Cash Equivalents 1,370,315$            
    Intergovernmental Receivable 82,801                   
    Other Assets 24,009
      Total Current Assets 1,477,125

Noncurrent Assets:

    Net OPEB Asset 231,366
    Capital Assets, net of Accumulated Depreciation 62,378
      Total Non‐Current Assets 293,744

Total Assets 1,770,869              

Deferred Outflows of Resources:

    Pension (STRS & SERS) 1,295,271              
    OPEB (STRS & SERS) 182,621                 
      Total Deferred Outflows of Resources 1,477,892

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 4,837                     
    Accounts Payable, Related Party 177,298                  
    Accrued Expenses 32,970                   
    Current Portion of Long Term Debt 538,177                  
       Total Current Liabilities 753,282                 

Noncurrent Liabilities:

  Net Pension Liability 3,763,180
  Net OPEB Liability 264,245
  Non Current Portion of Long Term Debt 1,135,374
    Total Noncurrent Liabilities 5,162,799

       Total Liabilities 5,916,081

Deferred Inflows of Resources:

    Pension (STRS & SERS) 173,013                 
    OPEB (STRS & SERS) 352,828                 
      Total Deferred Inflows of Resources 525,841

Net Position:

  Invested in Capital Assets 62,378
  Unrestricted Net Position (3,255,539)
  Total Net Position (3,193,161)$          

See Accompanying Notes to the Basic Financial Statements
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Operating Revenues:

  State Aid 4,753,862$            
  Miscellaneous 21,422                   
    Total Operating Revenues 4,775,284

Operating Expenses:

  Purchased Services 5,497,277
  Depreciation 21,554
  Supplies 115,843
  Other Operating Expenses 42,316
    Total Operating Expenses 5,676,990

      Operating Income (Loss) (901,706)

Non‐Operating Revenues and (Expenses):

  Federal and State Restricted Grants  2,100,761
  Other Grants 17,220                   
  Interest Expense (57,229)                  
    Net Non‐operating Revenues and (Expenses) 2,060,752

Change in Net Position 1,159,046               

Net Position ‐ Beginning of Year (4,352,207)              
Net Position ‐ End of Year (3,193,161)$          

See Accompanying Notes to the Basic Financial Statements
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For the Fiscal Year Ended June 30, 2020
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CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 4,753,862$            
  Miscellaneous 21,422                   
Cash Payments to Suppliers for Goods and Services (5,260,384)             
Net Cash Provided By (Used For) Operating Activities (485,100)                

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Other Grants 18,220                   
Federal and State Grant Receipts 2,105,602              
Note Payable Interest Payments (57,229)                  
Note Payable Principal Payments (1,016,647)             
Net Cash Provided By Noncapital Financing Activities 1,049,946              

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Purchase of Assets (27,714)                  
Net Cash Provided By Capital and Related Financing Activities (27,714)                  

Net Increase/(Decrease) in Cash and Cash Equivalents 537,132                 

Cash and Cash Equivalents ‐ Beginning of the Year 833,183                  
Cash and Cash Equivalents ‐ Ending of the Year 1,370,315$            

See Accompanying Notes to the Basic Financial Statements
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COLUMBUS HUMANITIES, ARTS & TECHNOLOGY ACADEMY ‐ FRANKLIN COUNTY, OHIO

Statement of Cash Flows

For the Fiscal Year Ended June 30, 2020
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Reconciliation of Operating Income (Loss) to Net Cash Provided By (Used For) Operating Activities

Operating Income (Loss) (901,706)$              

Adjustments to Reconcile Operating Income (Loss) to 

Net Cash Provided By (Used For) Operating Activities:

Depreciation 21,554                   

Changes in Assets, Liabilities, and Deferred Inflows and Outflows:
(Increase)/ Decrease in Net OPEB Asset (22,760)                  
(Increase)/ Decrease in Other Assets (4,925)                    
(Increase)/ Decrease in Deferred Outflows Pension 230,198                 
(Increase)/ Decrease in Deferred Outflows OPEB 2,115                     
Increase/ (Decrease) in Net Pension Liability 335,667                 
Increase/ (Decrease) in Net OPEB Liability (10,850)                  
Increase/(Decrease) in Accounts Payable, Trade (47,764)                  
Increase/(Decrease) in Accounts Payable, Related Party (81,791)                  
Increase/(Decrease) in Accrued Expenses 22,856                   
Increase/ (Decrease) in Deferred Inflows Pension (35,166)                  
Increase/ (Decrease) in Deferred Inflows OPEB 7,472                     

Net Cash Provided By (Used For) Operating Activities (485,100)$              

 
See Accompanying Notes to the Basic Financial Statements

(Continued)
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Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2020
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NOTE 1 – DESCRIPTION OF ACADEMY 
 

Columbus  Humanities,  Arts  &  Technology  Academy  (the  “Academy”)  is  a  nonprofit  corporation 
established  pursuant  to  Ohio  Revised  Code  Chapters  3314.    The  Academy  offers  education  for  Ohio 
children in grades K‐8.  The Academy is independent of any Academy and is nonsectarian in its programs, 
admission policies, employment practices, and all other operations.  The Academy may lease or acquire 
facilities as needed and contract for any services necessary for the operation of the Academy.   
 
The Academy was approved for operation under a contract with the Ohio Council of Community Schools 
(the Sponsor)  for a period of  four academic years commencing after  July 1, 2004 and ending June 30, 
2008.  At the end of the original contract period, the Academy’s contract with Ohio Council of Community 
Schools was renewed for a five year term ending June 30, 2013 and another five year term is set to expire 
on  June  30,  2018 which was  subsequently  renewed  for  an  additional  5  year  term  through  2023.The 
Sponsor  is  responsible  for evaluating  the performance of  the Academy and has  the authority  to deny 
renewal of the contract at its expiration or terminate the contract prior to its expiration.   
 
Ohio Revised Code Section 3314.02(E) states in part that the Academy operate under the direction of a 
Governing Board  that  consists  of  not  less  than  five  individuals who  are  not  owners  or  employees,  or 
immediate relatives or owners or employees of any for‐profit firm that operates or manages an academy 
for the Governing Board.   The Board is responsible for carrying out the provisions of the contract that 
include,  but  are  not  limited  to,  state‐mandated  provision  regarding  student  population,  curriculum, 
academic goals, performance standards, admission standards, and qualification of teachers.   
 
The Academy contracts with Accel Schools for management services including management of personnel 
and human  resources,  the program of  instruction, marketing data management,  purchasing,  strategic 
planning,  public  relation,  financial  reporting,  recruiting,  compliance  issues,  budgets,  contracts,  and 
equipment and facilities.  
 
NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNT POLICIES 
 
The  financial  statements  of  the  Academy  have  been  prepared  in  conformity with  generally  accepted 
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards 
Board  (GASB)  is  the  accepted  standard‐setting  body  for  establishing  governmental  accounting  and 
financial  reporting principles. The more significant of  the Academy’s accounting policies are described 
below. 
 
Basis of Presentation ‐ The Academy’s basic financial statements consist of a statement of net position; a 
statement  of  revenues,  expenses,  and  changes  in  net  position;  and  a  statement  of  cash  flows.  The 
Academy uses a single enterprise presentation for its financial records.  Enterprise reporting focuses on 
the determination of operating income, changes in net position, financial position, and cash flows.   
 
Measurement  Focus  ‐  The  enterprise  activity  is  accounted  for  using  a  flow  of  economic  resources 
measurement  focus. All  assets,  liabilities, deferred  inflows/ outflows of  resources associated with  the 
operation of the Academy are included on the statement of net position.   The statement of revenues, 
expenses, and changes in net position presents increases (e.g. revenues) and decreases (e.g. expenses) in 
net position.  The statement of cash flows reflects how the Academy finances meet its cash flow needs.  
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNT POLICIES (continued) 
 
Basis of Accounting  ‐ Basis of  accounting determines when  transactions are  recorded  in  the  financial 
records and reported on the financial statements.  The Academy’s financial statements are prepared using 
the accrual basis of accounting. Revenue resulting from exchange transactions, in which each party gives 
and  receives essentially equal value,  is  recorded on  the accrual basis when  the exchange  takes place.  
Revenue  resulting  from  nonexchange  transactions,  in which  Academy  receives  value without  directly 
giving equal value in return, such as grants and entitlements, are recognized in the period in which all 
eligibility requirements have been satisfied.   Eligibility requirements include timing requirements, which 
specify the period when the resources are required to be used or the period when use is first permitted, 
matching requirements,  in which the Academy must provide local resources to be used for a specified 
purpose,  and  expenditure  requirements,  in  which  the  resources  are  provided  to  the  Academy  on  a 
reimbursement basis.  Expenses are recognized at the time they are incurred. 
   

Budgetary Process ‐ Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C). However, unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter 5705, unless specifically provided  in  the contract between the Academy and  its Sponsor. The 
contract between the Academy and its Sponsor does not require the Academy to follow the provisions 
Ohio Revised Code Chapter 5705; therefore, no budgetary information is presented in the basic financial 
statements.  
 
Cash and Cash Equivalents ‐ Cash received by the Academy is reflected as “Cash and Cash Equivalents” 
on the statement of net position.  The Academy had no investments during the fiscal year ended June 30, 
2020. 
 
Prepaid Items ‐ The Academy records payments made to vendors for services that will benefit periods 
beyond June 30, 2020, as prepaid items using the consumption method.  A current asset for the prepaid 
amount is recorded at the time of the purchase and an expense is reported in the year in which services 
are consumed. 
 
Capital Assets ‐ The Academy’s capital assets during fiscal year 2020 consisted primarily of instructional 
and administrative furniture and equipment, computers and software, and leasehold improvements.  All 
capital  assets  are  capitalized  at  cost  and  updated  for  additions  and  retirements  during  the  fiscal 
year.  Donated capital assets are recorded at their acquisition value as of the date received. The Academy 
maintains  a  capitalization  threshold  of  $5,000.   The  Academy  does  not  have  any  infrastructure.  
Improvements are capitalized.  The costs of normal maintenance and repairs that do not add to the value 
of the asset or materially extend an asset’s life are not capitalized.   
 
All capital assets, except land and construction in progress, are depreciated. Depreciation is computed 
using the straight‐line method over the following useful lives:   
   

     

Description Useful Lives
Leasehold Improvements Remaining life of lease
Furniture and Equipment 5-20 years

Computers and Software 5 years  
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNT POLICIES (continued) 
 
Net Position  ‐ Net position represents  the difference between assets, deferred outflows of  resources, 
liabilities,  and  deferred  inflows  of  resources.    Net  position  is  reported  as  restricted  when  there  are 
limitations imposed on their use either through the enabling legislation adopted by Academy or through 
external restrictions imposed by creditors, grantors, or laws or regulations of other governments.   The 
Academy  applies  restricted  resources  first  when  an  expense  is  incurred  for  purposes  for which  both 
restricted and unrestricted net position is available. There was no enabling legislation at June 30, 2020. 
Net invested in capital assets of $62,378 represents capital assets, net of accumulated depreciation. 
 
Operating Revenues and Expenses ‐ Operating revenues are those revenues that are generated directly 
from the primary activity of the Academy.  Operating expenses are necessary costs incurred to provide 
the  service  that  is  the  primary  activity  of  the Academy.    All  revenues  and  expenses  not meeting  this 
definition are reported as non‐operating. 
 
Deferred Inflows and Deferred Outflows of Resources ‐ In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of  resources  represent  a  consumption of  net  position  that  applies  to  a  future period  and will  not  be 
recognized  as  an  outflow  of  resources  (expense/expenditure)  until  then.    For  the  Academy,  deferred 
outflows of resources are reported on the statement of net position for pension and OPEB.  The deferred 
outflows of resources related to pension and OPEB plans are explained in Notes 9 and 10.  
  
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. For the Academy, deferred inflows of resources include 
pension and OPEB. These amounts are deferred and recognized as an inflow of resources in the period 
the amounts become available.   Deferred  inflows of  resources  related to pension and OPEB plans are 
reported on the statement of net position. (See Notes 9 and 10) 
 
Pensions/Other Postemployment Benefits  (OPEB)  ‐ For purposes of measuring  the net pension/OPEB 
asset/liability,  deferred  outflows  of  resources  and  deferred  inflows  of  resources  related  to 
pensions/OPEB,  and  pension/OPEB  expense,  information  about  the  fiduciary  net  position  of  the 
pension/OPEB plans and additions to/deductions from their fiduciary net position have been determined 
on the same basis as they are reported by the pension/OPEB plan.  For this purpose, benefit payments 
(including refunds of employee contributions) are recognized when due and payable in accordance with 
the benefit terms.  The pension/OPEB plans report investments at fair value. 
 
Estimates  ‐ The preparation of  financial  statements  in  conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from those estimates.  
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NOTE 3 ‐ CASH AND CASH EQUIVALENTS 
 
The Academy classifies deposits by category of risk as defined in GASB Statement No.3 “Deposits with 
Financial  Institutions,  Investments  (including  Repurchase  Agreements)  and  Reverse  Repurchase 
Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk Disclosures”. 
 
The Academy maintains its cash balances at Huntington Bank in Ohio. The balances are insured by the 
Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account. At June 30, 2020, 
the  book  amount  of  the  Academy’s  deposits  was  $1,370,315  and  the  bank  balance was  $1,371,404. 
$251,022 of the bank balance was covered by Federal Depository Insurance, while $1,120,382 was not 
covered by Federal Depository Insurance. 
 
Custodial credit risk is the risk that, in the event of a bank failure, the Academy’s deposits may not be 
returned.   The Academy does not have a deposit policy for custodial credit risk.   All bank deposits are 
collateralized  with  eligible  securities  in  amounts  equal  to  at  least  105%  of  the  carrying  value  of  the 
deposits. Such collateral as permitted by the Ohio Revised Code is held in single financial collateral pools 
at  the  Federal Reserve Banks or  at member banks of  the  federal  reserve  system,  in  the name of  the 
respective depository bank and pledged as a pool of  collateral  against all of  the public deposits or as 
specific collateral held at the Federal Reserve Bank in the name of the Academy. 
 
NOTE 4 ‐ RECEIVABLES 
 
At June 30, 2020, the Academy had receivables in the amount of $82,801. These receivables represent 
monies due from other government agencies which was not received as of June 30, 2020.The receivables 
are expected to be collected within one year.   
 
NOTE 5 – CAPITAL ASSETS 
 
Capital asset activity for the fiscal year ended June 30, 2020, was as follows: 
 

Balance Balance
June 30, 2019 Additions Deletions June 30, 2020

Capital Assets:
Leasehold Improvements 45,422$         -$             -$              45,422$         
Computers and Software 190,171         -               -                190,171         
Furniture and Equipment 16,396           27,714         -                44,110           
Total Capital Assets 251,989         27,714         -                279,703         

Less Accumulated Depreciation:
Leasehold Improvements (12,167)         (1,851)          -                (14,018)          
Computers and Software (171,000)       (10,882)        -                (181,882)        
Furniture and Equipment (12,604)         (8,821)          -                (21,425)          

Total Accumulated Depreciation (195,771)       (21,554)        -                (217,325)        

Total Capital Assets, Net 56,218$        6,160$        -$              62,378$        
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NOTE 6 – LONG‐TERM OBLIGATIONS 
 
The changes in the Academy’s long‐term obligations during fiscal year 2020 were as follows: 

Balance 
6/30/2019 Additions Reductions

Balance 
6/30/2020

Due within 
One Year

Net Pension/OPEB  Liabilities:
Net Pension Liability  $        3,427,513 335,667$           -$                    $        3,763,180 -$              
Net OPEB Liability               275,095 -                     (10,850)                            264,245 -                
Total Net Pension/OPEB Liabilities            3,702,608 335,667             (10,850)                         4,027,425 -                
Direct Borrowing:  
Accel Schools - Notes Payable 2,690,198          -                     (1,016,647)         1,673,551          538,177        

Total 6,392,806$        335,667$          (1,027,497)$      5,700,976$        538,177$     

 
During the fiscal year ended June 30, 2015, the Academy negotiated with its new management company 
Accel Schools to reclassify certain related party accounts payable and long‐term obligations held by the 
former  management  company,  Mosaica  Education.  Under  this  agreement,  Accel  forgave  $2,743,928 
worth of related party accounts payable and long‐term obligations, including a note to Mosaica Schools 
in the amount of $1,996,726 originally from 2016.  The remaining obligations were converted into a single 
note in the amount of $4,000,000 for a term of 30 years with an interest rate of 2.5%. Prior to fiscal year 
2018, the note was an interest only note of $8,333 per month with no principal payments due unless the 
Academy  is  operating at  a  surplus. However, during  the  fiscal  year  the Academy and Accel  agreed  to 
modify the terms of the note to begin including principal payments.  There are no prepayment penalties 
on the note. In the event of default, the lender, at its option, may increase the interest rate up to 5.00 
percentage points over the current interest rate. In addition, the terms of repayment can be accelerated 
and  become  immediately  due  and  payable.  Default  is  defined  as  late  payment,  non‐compliance with 
management  company  agreement,  providing  false  statements,  dissolution  or  insolvency,  creditor  or 
forfeiture proceedings, closer of the school. A summary of  future principal and  interest payments due 
under the new terms are as follows: 
 

 
 

 
 
 
 
 
 
 

 
 

 
 
 

Year Ending June 30: Principal Interest
2021 538,177$            48,450$          
2022 538,714              35,163             
2023 552,338              21,539             
2024 44,322                7,572               
Total 1,673,551$        112,724$        

Promissory Note
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NOTE 7 – RISK MANAGEMENT 
 
The Academy is exposed to various risks of loss related to: torts, theft of, damage to, and destruction of 
assets, errors and omissions, injuries to employees, and natural disasters.   During fiscal year 2020, the 
Academy contracted with Pashley Insurance Agency for insurance coverage with the Hartford Casualty 
Insurance Company.  
 

General Liability:
Each Occurrence 1,000,000$  
Aggregate Limit 2,000,000    
Products - Completed Operations Aggregate Limit 2,000,000    
Medical Expense Limit - Any One Person/Occurrence 15,000         
Damage to Rented Premises - Each Occurrence 500,000       
Personal and Advertising Injury 1,000,000    

Automobile Liability:
Combined Single Limit 1,000,000    

Buildings 6,950,000    
Business Personal Property 607,800       

Excess/Umbrella Liability:

Each Occurrence 5,000,000    

Aggregate Limit 5,000,000     
 
Settled claims have not exceeded this commercial coverage in any of the prior three years and there have 
been no significant reductions in insurance coverage from the prior year. 
 
NOTE 8 – PURCHASED SERVICES 
 
For the fiscal year ended June 30, 2020, purchased service expenses were as follows: 
 

Purchased Services Amount
Personnel Services $3,368,705
Professional Services 961,775
Property Services 765,258
Utilities 76,378
Travel & Meetings 817
Communications 33,497
Contractual/ Trade 286,804

Pupil Transportation 4,043
Total $5,497,277
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NOTE 9 ‐ DEFINED BENEFIT PENSION PLANS 
 
The Statewide  retirement systems provide both pension benefits  and other postemployment benefits 
(OPEB). 
 
Net Pension Liability/Net OPEB Liability (Asset) 
 
Pensions  and  OPEB  are  a  component  of  exchange  transactions—between  an  employer  and  its 
employees—of  salaries  and  benefits  for  employee  services.    Pensions/OPEB  are  provided  to  an 
employee—on  a  deferred‐payment  basis—as  part  of  the  total  compensation  package  offered  by  an 
employer for employee services each financial period.   
 
The net pension/OPEB  liability  (asset)  represents  the Academy’s proportionate  share of each pension 
plan’s  collective actuarial  present  value of projected benefit  payments attributable  to past periods of 
service, net of each pension plan’s fiduciary net position.  The net pension/OPEB liability (asset) calculation 
is dependent on critical long‐term variables, including estimated average life expectancies, earnings on 
investments,  cost  of  living  adjustments  and  others.   While  these  estimates  use  the  best  information 
available, unknowable future events require adjusting this estimate annually.   
 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which pensions/OPEB are financed; however, the 
Academy does receive the benefit of employees’ services in exchange for compensation including pension 
and OPEB.  
 
GASB 68/75 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee  services;  and  (2)  State  statute  requires  all  funding  to  come  from  these  employers.    All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
(assets) within 30 years.    If the amortization period exceeds 30 years, each pension plan’s board must 
propose corrective action to the State legislature.  Any resulting legislative change to benefits or funding 
could  significantly  affect  the  net  pension/OPEB  liability  (asset).    Resulting  adjustments  to  the  net 
pension/OPEB  liability  (asset) would be effective when the changes are  legally enforceable.   The Ohio 
revised  Code  permits,  but  does  not  require  the  retirement  systems  to  provide  healthcare  to  eligible 
benefit recipients.   
 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net pension/OPEB 
liability (asset).  Any liability for the contractually‐required pension contribution outstanding at the end 
of the year is included in accrued expenses.   
 
The remainder of this note includes the required pension disclosures.  See Note 10 for the required OPEB 
disclosures. 
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Plan Description ‐ School Employees Retirement System (SERS) 
 
Plan  Description  –  Academy  non‐teaching  employees  participate  in  SERS,  a  statewide,  cost‐sharing 
multiple‐employer  defined  benefit  pension  plan  administered  by  SERS.    SERS  provides  retirement, 
disability and survivor benefits, annual cost of living adjustments and death benefits to plan members and 
beneficiaries.  Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  
SERS issues a publicly available, stand‐alone financial report that includes financial statements, required 
supplementary information and detailed information about SERS’ fiduciary net position.  That report can 
be obtained by visiting the SERS website at www.ohsers.org under Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 
  

 
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
An individual whose benefit effective date is before April 1, 2018, is eligible for a cost of living adjustment 
(COLA) on the first anniversary date of the benefit.  Beginning April 1, 2018, new benefit recipients must 
wait until the fourth anniversary of their benefit for COLA eligibility.  The COLA is added each year to the 
base benefit amount on the anniversary date of the benefit. A three‐year COLA suspension is in effect for 
all benefit recipients for the years 2018, 2019, and 2020.  Upon resumption of the COLA, it will be indexed 
to the percentage increase in the CPI‐W, not to exceed 2.5 percent and with a floor of 0 percent. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the  Academy  is  required  to  contribute  14  percent  of  annual  covered  payroll.    The  contribution 
requirements  of  plan  members  and  employers  are  established  and  may  be  amended  by  the  SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent for 
employers.    The  Retirement  Board,  acting  with  the  advice  of  the  actuary,  allocates  the  employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B 
Fund, and Health Care Fund).  For the fiscal year ended June 30, 2020, the allocation to pension, death 
benefits, and Medicare B was 14.0 percent.  SERS did not allocate employer contributions to the Health 
Care Fund for fiscal year 2020. 
 
The Academy’s contractually required contribution to SERS was $49,439 for fiscal year 2020.  
 
 
 

Eligible to Retire before Eligible to Retire on or after

August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or

Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
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Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – Academy licensed teachers and other faculty members participate in STRS Ohio, a cost‐
sharing multiple‐employer  public  employee  retirement  system  administered  by  STRS.    STRS  provides 
retirement and disability benefits  to members and death and survivor benefits  to beneficiaries.    STRS 
issues  a  stand‐alone  financial  report  that  includes  financial  statements,  required  supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215‐3771, by calling (888) 227‐7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New  members  have  a  choice  of  three  retirement  plans;  a  Defined  Benefit  (DB)  Plan,  a  Defined 
Contribution (DC) Plan, and a Combined Plan.   Benefits are established by Ohio Revised Code Chapter 
3307.   
 
The  DB  plan  offers  an  annual  retirement  allowance  based  on  final  average  salary  multiplied  by  a 
percentage that varies based on years of service.  Effective August 1, 2015, the calculation is 2.2 percent 
of final average salary for the five highest years of earnings multiplied by all years of service. In April 2017, 
the Retirement Board made the decision to reduce COLA granted on or after July 1, 2017, to 0 percent to 
preserve the fiscal  integrity of the retirement system. Benefit recipients’ base benefit and past cost‐of 
living increases are not affected by this change. Effective August 1, 2017 – July 1, 2019, any member could 
retire with reduced benefits who had (1) five years of service credit and age 60; (2) 27 years of service 
credit and age 55; or (3) 30 years of service credit regardless of age. Effective August 1, 2019 – July 1, 
2021, any member may retire with reduced benefits who has (1) five years of service credit and age 60; 
(2) 28 years of  service credit and age 55; or  (3) 30 years of  service credit  regardless of age. Eligibility 
changes will continue to be phased in through August 1, 2026, when retirement eligibility for unreduced 
benefits will be five years of service credit and age 65, or 35 years of service credit and at least age 60. 
Retirement eligibility for reduced benefits will be five years of service credit and age 60, or 30 years of 
service credit regardless of age. 
 
The DC Plan allows members to place all their member contributions and 9.53 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.   The remaining 4.47 percent of the 14 percent employer rate  is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination 
of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan.  In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent goes to the DB Plan.  
Member  contributions  to  the  DC  Plan  are  allocated  among  investment  choices  by  the member,  and 
contributions to the DB Plan from the employer and the member are used to fund the defined benefit 
payment at a reduced level from the regular DB Plan.  The defined benefit portion of the Combined Plan 
payment is payable to a member on or after age 60 with five years of service.  The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity 
after termination of employment at age 50 or later. 
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New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another  STRS plan.    The optional  annuitization of  a member’s defined  contribution account or  the  
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of  investment gain or  loss on the account.   STRS has therefore  included all three plan 
options as one defined benefit plan for GASB 68 reporting purposes.   
 
A DB or Combined Plan member with  five or more years of credited service who  is determined to be 
disabled  may  qualify  for  a  disability  benefit.    Eligible  survivors  of  members  who  die  before  service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance.  
 
Funding  Policy  –  Employer  and  member  contribution  rates  are  established  by  the  State  Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30,  2020,  plan members were  required  to  contribute  14  percent  of  their  annual  covered  salary.  The 
Academy was  required  to  contribute 14 percent;  the entire 14 percent was  the portion used  to  fund 
pension obligations.  The fiscal year 2020 contribution rates were equal to the statutory maximum rates. 

 
The Academy’s contractually required contribution to STRS was $277,308 for fiscal year 2020.   
 
Net Pension Liability, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
 
The net pension liability was measured as of June 30, 2019, and the total pension liability used to calculate 
the  net  pension  liability  was  determined  by  an  independent  actuarial  valuation  as  of  that  date.  The 
Academy's  proportion  of  the  net  pension  liability  was  based  on  the  employer’s  share  of  employer 
contributions  in  the  pension  plan  relative  to  the  total  employer  contributions  of  all  participating 
employers. Following is information related to the proportionate share and pension expense: 
 

SERS STRS Total

Proportion of the Net Pension Liability

  Prior Measurement Date 0.01000610% 0.01298198%

Proportion of the Net Pension Liability

  Current Measurement Date 0.01126390% 0.01396936%

Change in Proportionate Share 0.00125780% 0.00098738%

Proportionate Share of the Net Pension

  Liability 673,939$             3,089,241$          3,763,180$          

Pension Expense 202,474$             654,972$             857,446$              
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual  investment earnings, differences between expected and 
actual  actuarial  experience,  changes  in  assumptions  and  changes  in  the Academy’s  proportion of  the 
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collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense  over  current  and  future  periods.  The  difference  between  projected  and  actual  investment 
earnings is recognized in pension expense using a straight line method over a five year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight line method. Employer 
contributions to the pension plan subsequent to the measurement date are also required to be reported 
as a deferred outflow of resources.  
 
At June 30, 2020 the Academy reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  
 

 
 
 
 
 
 
 
 
 
 
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 17,090$               25,151$               42,241$               

Changes of assumptions -                       362,892               362,892               

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 75,379                 488,012               563,391               

Academy contributions subsequent to the 

  measurement date 49,439                 277,308               326,747               

Total Deferred Outflows of Resources 141,908$             1,153,363$          1,295,271$          

Deferred Inflows of Resources

Differences between expected and

  actual experience -$                     13,374$               13,374$               

Net difference between projected and

  actual earnings on pension plan investments 8,651                   150,988               159,639               

Changes in proportion and differences

    between contributions and proportionate

    share of contributions -                       -                       -                       

Total Deferred Inflows of Resources 8,651$                 164,362$             173,013$             
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$326,747  reported  as  deferred  outflows  of  resources  related  to  pension  resulting  from  Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2021.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to pension will be recognized in pension expense as follows:  
 

SERS STRS Total

Fiscal Year Ending June 30:

2021 80,975$               392,593$              473,568$             

2022 (1,488)                  218,432                216,944               

2023 (575)                     44,718                  44,143                 

2024 4,906                   55,950                  60,856                 

Total 83,818$               711,693$              795,511$             
 

 
 
Actuarial Assumptions ‐ SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67, 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment terminations).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits  for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and  the historical pattern of  sharing benefit  costs between  the employers and plan 
members  to  that point.  The projection of benefits  for  financial  reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. Future benefits for all current 
plan members were projected through 2035. 
 
Actuarial calculations reflect a long‐term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the  benefits,  if  any,  paid  to  the  employee  after  termination  of  employment  until  the  death  of  the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
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Key  methods  and  assumptions  used  in  calculating  the  total  pension  liability  in  the  latest  actuarial 
valuation, prepared as of June 30, 2019, are presented below: 
 
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)
Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
COLA or Ad Hoc COLA 2.50 percent, on and after April 1, 2018, COLA's for future 

retirees will be delayed for three years following 
commencement  

 
For post‐retirement mortality, the table used in evaluating allowances to be paid is the RP‐2014 Blue Collar 
Mortality Table with fully generational projection and Scale BB, with 120 percent of male rates and 110 
percent of female rates used. The RP‐2000 Disabled Mortality Table with 90 percent for male rates and 
100 percent for female rates set back five years is used for the period after disability retirement.  
 
The most recent experience study was completed for the five year period ended June 30, 2015. 
 
The  long‐term  return expectation  for  the  investments has been determined by using  a building‐block 
approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  A forecasted 
rate of inflation serves as the baseline for the return expectation.  Various real return premiums over the 
baseline inflation rate have been established for each asset class.  The long‐term expected nominal rate 
of return has been determined by calculating an arithmetic weighted average of the expected real return 
premiums for each asset class, adding the projected inflation rate, and adding the expected return from 
rebalancing  uncorrelated  asset  classes.  The  asset  allocation,  as  used  in  the  June  30,  2015  five‐year 
experience study, is summarized as follows: 
 

 
 
Discount Rate Total pension liability was calculated using the discount rate of 7.50 percent. The discount 
rate determination does not use a municipal bond rate. The projection of cash flows used to determine 
the discount rate assumed that employers would contribute the actuarially determined contribution rate 
of projected  compensation over  the  remaining 25‐year amortization period of  the unfunded actuarial 
accrued  liability.  Projected  inflows  from  investment  earnings  were  calculated  using  the  long‐term 
assumed investment rate of return (7.50 percent). Based on those assumptions, the plan’s fiduciary net 
position was projected  to be available  to make all  future benefit payments of  current plan members. 

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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Therefore, the long‐term expected rate of return on investments was applied to all periods of projected 
benefits to determine the total pension liability.  
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the  following table presents  the Academy’s proportionate share of  the net pension  liability calculated 
using the discount rate of 7.50 percent, as well as what the Academy’s net pension liability would be if it 
were calculated using a discount rate that is one percentage point lower (6.50 percent), or one percentage 
point higher (8.50 percent) than the current rate. 

 
 
Actuarial Assumptions ‐ STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the July 1, 2019, actuarial valuation, are presented below:   
 

 
 
For  healthy  retirees  the mortality  rates  are  based  on  the  RP‐2014 Annuitant Mortality  Table with  50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between 
ages 80 and 84, and 100 percent of  rates thereafter, projected forward generationally using mortality 
improvement scale MP‐2016. For disabled retirees, mortality rates are based on the RP‐2014 Disabled 
Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected forward 
generationally using mortality improvement scale MP‐2016. 
 
The actuarial assumptions used in the July 1, 2019 valuation, were based on the results of an actuarial 
experience study for July 1, 2011, through June 30, 2016. 
 
 
 
 
 
 
 
 
 
 

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

Academy's proportionate share

  of the net pension liability 944,429$             673,939$              447,099$             

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Discount Rate of Return 7.45 percent
Projected Payroll Growth 3.00 percent
Cost-of-Living Adjustments 0.00 percent
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STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.  Over  a  30‐year  period,  STRS’  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2019.  The projection of cash flows used to determine the discount rate assumes that employer and 
member contributions will be made at statutory contribution rates of 14 percent each. For this purpose, 
only  employer  contributions  that  are  intended  to  fund  benefits  of  current  plan  members  and  their 
beneficiaries are included. Based on those assumptions, STRS’ fiduciary net position was projected to be 
available to make all projected future benefit payments to current plan members as of June 30, 2019. 
Therefore, the long‐term expected rate of return on investments of 7.45 percent was applied to all periods 
of projected benefit payments to determine the total pension liability as of June 30, 2019. 
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table represents the Academy's proportionate share of the net pension liability as of 
June 30, 2019, calculated using the current period discount rate assumption of 7.45 percent, as well as 
what the Academy's proportionate share of the net pension liability would be if it were calculated using a 
discount  rate  that  is one percentage point  lower  (6.45 percent) or one percentage point higher  (8.45 
percent) than the current assumption:  

 
 

 
 
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share

  of the net pension liability 4,514,580$          3,089,241$           1,882,617$          
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS 
 
See Note 9 for a description of the net OPEB liability (asset). 
 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Health Care Plan Description ‐ The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non‐certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a 
cost‐sharing  other  postemployment  benefit  (OPEB)  plan.    SERS’ Health Care  Plan provides  healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the  death  of  a  member  or  retiree,  are  eligible  for  SERS’  health  care  coverage.  Most  retirees  and 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self‐insured preferred provider 
organization  for  its  non‐Medicare  retiree  population.  For  both  groups,  SERS  offers  a  self‐insured 
prescription drug program. Health care  is a benefit  that  is permitted, not mandated, by  statute.    The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the 
plan selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding  Policy  ‐  State  statute  permits  SERS  to  fund  the  health  care  benefits  through  employer 
contributions.    Each  year,  after  the  allocation  for  statutorily  required  pensions  and  benefits,  the 
Retirement Board may allocate  the  remainder of  the employer  contribution of 14 percent of  covered 
payroll to the Health Care Fund in accordance with the funding policy. For the fiscal year ended June 30, 
2020,  SERS  did  not  allocate  any  employer  contributions  to  health  care.    An  additional  health  care 
surcharge on employers is collected for employees earning less than an actuarially determined minimum 
compensation amount, pro‐rated if less than a full year of service credit was earned. For fiscal year 2020, 
this amount was $19,600. Statutes provide that no employer shall pay a health care surcharge greater 
than 2.0 percent of that employer’s SERS‐covered payroll; nor may SERS collect in aggregate more than 
1.5 percent of the total statewide SERS‐covered payroll for the health care surcharge.  For fiscal year 2020, 
the Academy’s surcharge obligation was $1,890, which is reported as an accrued expense. 
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Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost‐sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part 
B premium reimbursements will be discontinued effective January 1, 2021.  The Plan is included in the 
report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227‐7877. 
 
Funding  Policy  –  Ohio  Revised  Code  Chapter  3307  authorizes  STRS  to  offer  the  Plan  and  gives  the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed 
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees,  for  the most  recent  year,  pay  a  portion  of  the  health  care  costs  in  the  form of  a monthly 
premium.  Under Ohio law, funding for post‐employment health care may be deducted from employer 
contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2020, STRS did 
not allocate any employer contributions to post‐employment health care.   
 
Net OPEB Liability (Asset), OPEB Expense, and Deferred Outflows/Inflows of Resources Related to OPEB  
 
The net OPEB  liability  (asset) was measured as of  June 30,  2019,  and  the  total OPEB  liability used  to 
calculate  the net OPEB  liability  (asset) was  determined  by  an  actuarial  valuation  as  of  that  date.  The 
Academy's proportion of the net OPEB liability (asset) was based on the Academy's share of contributions 
to the respective retirement systems relative to the contributions of all participating entities.  Following 
is information related to the proportionate share and OPEB expense: 

 
SERS STRS Total

Proportion of the Net OPEB Liability/asset

  Prior Measurement Date 0.00991590% 0.01298198%

Proportion of the Net OPEB Liability/asset

  Current Measurement Date 0.01050760% 0.01396936%

Change in Proportionate Share 0.00059170% 0.00098738%

Proportionate Share of the Net OPEB

  Liability/(asset) 264,245$             (231,366)$            32,879$               

OPEB Expense 28,376$               (50,509)$              (22,133)$               
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At June 30, 2020, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  
 

 
 

$1,890  reported  as  deferred  outflows  of  resources  related  to  pension  resulting  from  Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net OPEB 
liability in the fiscal year ending June 30, 2021.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to pension will be recognized in pension expense as follows:  
  

 
 
 
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 3,878$                 20,974$               24,852$               

Changes of assumptions 19,300                 4,863                   24,163                 

Net difference between projected and

  actual earnings on OPEB plan investments 634                      -                       634                      

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 42,141                 88,941                 131,082               

Academy contributions subsequent to the 

  measurement date 1,890                   -                       1,890                   

Total Deferred Outflows of Resources 67,843$               114,778$             182,621$             

Deferred Inflows of Resources

Differences between expected and

  actual experience 58,052$               11,771$               69,823$               

Changes of assumptions 14,806                 253,668               268,474               

Net difference between projected and

  actual earnings on OPEB plan investments -                       14,531                 14,531                 

Total Deferred Inflows of Resources 72,858$               279,970$             352,828$             

SERS STRS Total

Fiscal Year Ending June 30:

2021 2,736$                        (34,903)$                     (32,167)$                     

2022 (1,389)                         (34,903)                       (36,292)                       

2023 (1,201)                         (29,079)                       (30,280)                       

2024 (1,232)                         (27,038)                       (28,270)                       

2025 (3,479)                         (40,878)                       (44,357)                       

Thereafter (2,340)                         1,609                          (731)                            

Total (6,905)$                       (165,192)$                   (172,097)$                   
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Actuarial Assumptions ‐ SERS 
 
The total OPEB liability is determined by SERS’ actuaries in accordance with GASB Statement No. 74, as 
part of their annual actuarial valuation for each retirement plan. Actuarial valuations of an ongoing plan 
involve estimates of the value of reported amounts (e.g., salaries, credited service) and assumptions about 
the  probability  of  occurrence  of  events  far  into  the  future  (e.g.,  mortality,  disabilities,  retirements, 
employment terminations). Actuarially determined amounts are subject to continual review and potential 
modifications, as actual results are compared with past expectations and new estimates are made about 
the future. 
 
Projections of benefits  for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and  the historical pattern of  sharing benefit  costs between  the employers and plan 
members  to  that point.  The projection of benefits  for  financial  reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long‐term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the  benefits,  if  any,  paid  to  the  employee  after  termination  of  employment  until  the  death  of  the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total OPEB liability in the latest actuarial valuation 
date of June 30, 2019, are presented below: 

 
Inflation 3.00 percent

Salary Increases, including inflation 3.50 percent to 18.20 percent

Investment Rate of Return 7.50 percent net of investment expense, including inflation

Municipal Bond Index Rate

Measurement Date 3.13 percent

Prior Measurement Date 3.62 percent

Single Equivalent Interest Rate

Measurement Date 3.22 percent, net of plan investment expense, including price inflation

Prior Measurement Date 3.70 percent, net of plan investment expense, including price inflation

Health Care Cost Trend Rate

Pre-Medicare 7.00 percent - 4.75 percent

Medicare 5.25 percent - 4.75 percent  
 
Mortality rates were based on the RP‐2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of  female rates. RP‐2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The most recent experience study was completed for the five year period ended June 30, 2015. 
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The  long‐term  expected  rate  of  return  on  plan  assets  is  reviewed  as  part  of  the  actuarial  five‐year 
experience study. The most recent study covers fiscal years 2010 through 2015, and was adopted by the 
Board  on  April  21,  2016.  Several  factors  are  considered  in  evaluating  the  long‐term  rate  of  return 
assumption  including  long‐term historical  data,  estimates  inherent  in  current market data,  and a  log‐
normal  distribution  analysis  in  which  best‐estimate  ranges  of  expected  future  real  rates  of  return 
(expected return, net of investment expense and inflation) were developed by the investment consultant 
for each major asset class. These ranges were combined to produce the long‐term expected rate of return, 
7.50  percent,  by  weighting  the  expected  future  real  rates  of  return  by  the  target  asset  allocation 
percentage  and  then  adding  expected  inflation.  The  capital  market  assumptions  developed  by  the 
investment consultant are intended for use over a 10‐year horizon and may not be useful in setting the 
long‐term rate of return for funding pension plans which covers a longer time frame. The assumption is 
intended to be a long‐term assumption and is not expected to change absent a significant change in the 
asset allocation, a change in the inflation assumption, or a fundamental change in the market that alters 
expected returns in future years. 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 
as used in the June 30, 2015 five‐year experience study, are summarized as follows: 
 

 
 

Discount  Rate  The  discount  rate  used  to measure  the  total  OPEB  liability  at  June  30,  2019 was  3.22 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2019 was 3.70 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be made 
from members and the plan at the contribution rate of 2.00 percent of projected covered payroll each 
year, which includes a 1.50 percent payroll surcharge and no contributions from the basic benefits plan. 
Based on these assumptions, the OPEB plan’s fiduciary net position was projected to become insufficient 
to make  future  benefit  payments  during  the  fiscal  year  ending  June  30,  2029.  However,  since  SERS' 
actuaries indicate the fiduciary net position is projected to be depleted at a future measurement date, 
the single equivalent interest rate is determined as the single rate that will generate a present value of 
benefit payments equal to the sum of the present value determined by the long‐term expected rate of 
return, and the present value determined by discounting those benefits after the date of depletion by the 
Fidelity General Obligation 20‐year Municipal Bond Index rate of 3.13 percent, as of June 30, 2019 (i.e., 
municipal bond rate). 
 
 
 
 

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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Sensitivity of the Academy's Proportionate Share of the Net OPEB Liability to Changes in the Discount 
Rate and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in 
the discount rate and the health care cost trend rate. The following table presents the net OPEB liability 
and what the net OPEB liability would be if it were calculated using a discount rate that is one percentage 
point lower (2.22 percent) and higher (4.22 percent) than the current discount rate (3.22 percent). Also 
shown  is  what  the  net  OPEB  liability  would  be  based  on  health  care  cost  trend  rates  that  are  one 
percentage point lower (6.00 percent decreasing to 3.75 percent) and higher (8.00 percent decreasing to 
5.75 percent) than the current rate. 
  

 
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2019, actuarial valuation are presented below:   

 
Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Payroll Increases 3.00 percent
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Discount Rate of Return 7.45 percent
Health Care Cost Trend Rates

Medical Initial Ultimate
Pre-Medicare 5.87 percent 4.00 percent
Medicare 4.93 percent 4.00 percent

Prescription Drug
Pre-Medicare 7.73 percent 4.00 percent
Medicare 9.62 percent 4.00 percent  

 
Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 
For  healthy  retirees  the mortality  rates  are  based  on  the  RP‐2014 Annuitant Mortality  Table with  50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between 

Current

1% Decrease Discount Rate 1% Increase

(2.22%) (3.22%) (4.22%)

Academy's proportionate share

  of the net OPEB liability 211,713$                    264,245$                    333,940$                    

Current

1% Decrease Trend Rate 1% Increase

(6.25 % decreasing (7.25 % decreasing (8.25 % decreasing

to 3.75%) to 4.75%) to 5.75%)

Academy's proportionate share

  of the net OPEB liability 320,742$                    264,245$                    219,321$                    
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ages 80 and 84, and 100 percent of  rates thereafter, projected forward generationally using mortality 
improvement scale MP‐2016. For disabled retirees, mortality rates are based on the RP‐2014 Disabled 
Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected forward 
generationally using mortality improvement scale MP‐2016. 
 
The actuarial  assumptions used  in  the  June 30,  2019  valuation, were adopted by  the board  from  the 
results of an actuarial experience study for July 1, 2011, through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.    Over  a  30‐year  period,  STRS'  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total OPEB liability was 7.45 percent as of June 30, 
2019.  The  projection  of  cash  flows  used  to  determine  the  discount  rate  assumed  STRS  continues  to 
allocate no employer contributions to the health care fund. Based on those assumptions, the OPEB plan’s 
fiduciary net position was projected  to be available  to make all projected  future benefit payments  to 
current plan members. Therefore, the long‐term expected rate of return on health care plan investments 
of 7.45 percent was applied to all periods of projected benefit payments to determine the total OPEB 
liability as of June 30, 2019.  
 
 
 
 
 
 
 
 
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected
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Sensitivity of the Academy’s Proportionate Share of the Net OPEB Asset to Changes in the Discount Rate 
and Health Care Cost Trend Rate The following table represents the net OPEB asset as of June 30, 2019, 
calculated using the current period discount rate assumption of 7.45 percent, as well as what the net 
OPEB asset would be if it were calculated using a discount rate that is one percentage point lower (6.45 
percent) or one percentage point higher (8.45 percent) than the current assumption. Also shown is the 
net OPEB liability as of June 30, 2019, calculated using health care cost trend rates that are one percentage 
point lower and one percentage point higher than the current health care cost trend rates. 

 
 
 
NOTE 11 ‐ CONTINGENCIES 
 
Grants ‐ The Academy received financial assistance from federal and state agencies in the form of grants.  
The disbursement of funds received under these programs generally requires compliance with terms and 
conditions  specified  in  the  grant  agreements  and  are  subject  to  audit  by  the  grantor  agencies.    Any 
disallowed claims resulting from such audits could become a liability of the Academy.  However, in the 
opinion of management, any such disallowed claims will not have a material adverse effect on the overall 
financial position of the Academy at June 30, 2020. 
 
Litigation ‐ There are currently no matters in litigation with the Academy as defendant. 

 
Full‐Time Equivalency ‐ Academy foundation funding is based on the annualized full‐time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for  Foundation  funding  purposes.   Community  schools  must  provide  documentation  that  clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  
 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation  funding  due  to  a  lack  of  evidence  to  support  student  participation  and  other matters  of 
noncompliance. ODE did perform such a review on the Academy for fiscal year 2020.   
 
As of the date of this report, all ODE adjustments have been completed. 
 
 

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share

  of the net OPEB asset 192,395$             231,366$             251,434$             

Current

1% Decrease Trend Rate 1% Increase

Academy's proportionate share

  of the net OPEB asset 249,912$             231,366$             198,638$             
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NOTE 12 – BUILDING LEASES 
 
The Academy entered into a lease for the period from July 31, 2015 through June 30, 2035 with Global 
School Properties, Ohio, LLC, a wholly owned subsidiary of Accel Schools, LLC., a related party, for the use 
of the Academy’s building as a school facility. Rents for 2020 totaled $721,200. The lease is a triple net 
lease with annual base rent at $679,800. There are scheduled inflationary rent adjustments effective July 
1 of each year, with the exception of year 2. During fiscal year 2020, the owner invested no additional 
renovation funds in the property. 
 
The following is a schedule of the future minimum payments for base rent required under the lease as of 
June 30, 2020 (does not include additional building investments by the owner / landlord or facility costs 
pass‐throughs): 

Fiscal Year Ending 
June 30 Amount

2021 742,838$             
2022 765,123
2023 788,077
2024 811,719
2025 836,068

2026-2030 4,571,873
2031-2035 5,300,157

Total minimum lease payments 13,815,855$       

 
 
NOTE 13 ‐ SPONSOR 
 
The Academy was approved for operation under a contract with the Ohio Council of Community Schools 
Council (the Sponsor). As part of this contract, which expires in June 30, 2023, the Sponsor is entitled to a 
maximum of 2% of foundation revenues.  Total amount due and paid for fiscal year 2020 was $91,327. 
 
NOTE 14 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES 
 
The Academy entered into an agreement with Accel Schools, a management company, to provide legal, 
financial, and other management support services for fiscal year 2020. The agreement was for a period of 
five  years  beginning  July  1,  2015. Management  fees  are  calculated  as  12.5%  of  the  Academy’s  State 
Revenue, plus $20,000 for managing Federal Funds. The total amount due from the Academy for the fiscal 
year ending June 30, 2020 was $717,724 and is included under “Purchased Services” on the Statement of 
Revenues, Expenses and Changes in Net Position. 
 
Also per the management agreement there are expenses that will be billed to the Academy based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of Accel employees working 
in at the Academy and other costs related to providing education and administrative services. The total 
amount billed to the Academy inclusive of management fees during fiscal year 2020 was $4,441,991. 
 
The following table is a summary of the management company expenses during fiscal year 2020: 
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Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro‐rated based on 
full time equivalent (FTE) head count as of June 30, 2020 by each school it manages.  
 
NOTE 15 – IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES  
 
For  the  fiscal  year  ended  June  30,  2020,  the  Academy  has  implemented  Governmental  Accounting 
Standards Board (GASB) Statement No. 95, Postponement of the Effective Dates of Certain Authoritative 
Guidance. GASB Statement No. 95 postpones the effective dates of certain provisions in the statements 
that first became effective or are scheduled to become effective for periods beginning after June 15, 2018, 
and later. 
 
The following statements are postponed by one year: 

 Statement No. 84, Fiduciary Activities 
 Statement No. 89, Accounting for Interest Cost Incurred before the End of a Construction Period 
 Statement No. 90, Majority Equity Interests 

 Statement No. 91, Conduit Debt Obligations 
 
Certain provisions in the following statements are postponed by one year: 

 Statement No. 92, Omnibus 2020 
 Statement No. 93, Replacement of Interbank Offered Rates 

 
The following statement is postponed by 18 months: 

 Statement No. 87, Leases 
 
NOTE 16 ‐ MANAGEMENT PLAN 
 
For fiscal year 2020, the Academy had a net position deficit of $(3,193,161), which includes the impact of 
the net pension and OPEB liabilities and related accruals. The Academy’s net deficit in fiscal year 2020 
improved from the $(4,352,207) net deficit in fiscal 2019. Enrollment increased in fiscal year 2020 to 585, 
up  from  560  in  fiscal  year  2019.    The  Academy’s  ability  to  maintain  a  stable  administrative  and 
instructional team along with active advertising via print, radio, mailings and through referrals of current 
parents is anticipated to help produce the likelihood of future enrollment growth leading to surpluses and 
provide an opportunity for the academy to recover from its prior deficits. 

Columbus Humanities, Arts and Technology Academy

Regular 
Instruction

(1100 Function 
Codes)

Special 
Instruction

(1200 Function 
Codes)

Support 
Services

(2000 Function 
Codes)

Non-Instructional 
(3000 through 
7000 Function 

Codes)

Total

Direct Expenses: 
Salaries & Wages (100 Object Codes) 1,719,796$     153,512$        364,156$        -$                     2,237,464$   
Employees’ Benefits (200 Object Codes) 279,761          40,747            41,787            -                       362,295        
Professional & Technical Services (410 Object Codes) -                  -                  43,169            -                       43,169          
Property Services (420 Object Codes) -                  -                  186                 -                       186               
Supplies (500 Object Codes) 9,805              -                  6,801              -                       16,606          
Other Direct Costs (All Other Object Codes) -                  -                  15,964            -                       15,964          
Indirect Expenses: 
Overhead -                  -                  620,721          -                       620,721        
Total Expenses 2,009,362$     194,259$        1,092,784$     -$                     3,296,405$   
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NOTE 17 ‐ COVID 
 
The United States and the State of Ohio declared a state of emergency in March 2020 due to the COVID‐
19 pandemic. The financial impact of COVID‐19 and the ensuing emergency measures has impacted the 
current  period  and will  continue  to  impact  subsequent  periods  of  the Academy. Due  to  the  dynamic 
environment and  change  in  fiscal policies,  the exact  impact on  the Academy’s  future operating costs, 
revenues,  and  any  recovery  from  emergency  funding,  either  federal  or  state,  cannot  be  reasonable 
estimated. 

Attachment 26: Audited Financial Statements Page 2077



COLUMBUS HUMANITIES, ARTS & TECHNOLOGY ACADEMY ‐ FRANKLIN COUNTY, OHIO 
 

 

41 
 

2020 2019 2018 2017 2016 2015 2014
Academy's Proportion of the Net Pension

Liability 0.0112639% 0.0100061% 0.0091211% 0.0071490% 0.0055871% 0.005899% 0.005899%

Academy's Proportionate Share of the Net
Pension Liability 673,939$        573,068$        544,966$        523,241$        318,805$        298,545$        350,795$        

Academy's Covered Payroll 386,415$        349,163$        278,664$        283,214$        168,202$        162,006$        232,832$        

Academy's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 174.41% 164.13% 195.56% 184.75% 189.54% 184.28% 150.66%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 70.85% 71.36% 69.50% 62.98% 69.16% 71.70% 65.52%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      information will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net Pension Liability

School Employees Retirement System of Ohio
Last Seven Fiscal Years (1)
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2020 2019 2018 2017 2016 2015 2014
Academy's Proportion of the Net Pension

Liability 0.01396936% 0.01298198% 0.01221344% 0.01023607% 0.00985991% 0.00950472% 0.00950472%

Academy's Proportionate Share of the Net
Pension Liability 3,089,241$      2,854,445$      2,901,330$      3,426,321$      2,724,991$      2,311,877$      2,753,893$      

Academy's Covered Payroll 1,640,057$      1,475,836$      1,342,721$      1,033,500$      1,028,714$      1,057,685$      917,746$        

Academy's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 188.36% 193.41% 216.08% 331.53% 264.89% 218.58% 300.07%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 77.40% 77.31% 75.29% 66.80% 72.10% 74.70% 69.30%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      information will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net Pension Liability

State Teachers Retirement System of Ohio
Last Seven Fiscal Years (1)
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2020 2019 2018 2017 2016 2015 2014 2013 2012 2011

Contractually Required Contribution 49,439$          52,166$          47,137$          39,013$          39,650$          22,169$          22,454$          32,224$          23,671$          17,912$          

Contributions in Relation to the 
Contractually Required Contribution (49,439)           (52,166)           (47,137)           (39,013)           (39,650)           (22,169)           (22,454)           (32,224)           (23,671)           (17,912)           

Contribution Deficiency (Excess) -$               -$               -$               -$               -$               -$               -$               -$               -$               -$               

Academy Covered Payroll 353,136$        386,415$        349,163$        278,664$        283,214$        168,202$        162,006$        232,832$        175,993$        142,498$        

Contributions as a Percentage of
Covered Payroll 14.00% 13.50% 13.50% 14.00% 14.00% 13.18% 13.86% 13.84% 13.45% 12.57%

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - Pension
School Employees Retirement System of Ohio

Last Ten Fiscal Years
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2020 2019 2018 2017 2016 2015 2014 2013 2012 2011

Contractually Required Contribution 277,308$        229,608$        206,617$        187,981$        144,690$        144,020$        137,499$        119,307$        126,221$        151,056$        

Contributions in Relation to the 
Contractually Required Contribution (277,308)         (229,608)         (206,617)         (187,981)         (144,690)         (144,020)         (137,499)         (119,307)         (126,221)         (151,056)         

Contribution Deficiency (Excess) -$               -$               -$               -$               -$               -$               -$               -$               -$               -$               

Academy Covered Payroll 1,980,771$      1,640,057$      1,475,836$      1,342,721$      1,033,500$      1,028,714$      1,057,685$      917,746$        970,931$        1,161,969$      

Contributions as a Percentage of
Covered Payroll 14.00% 14.00% 14.00% 14.00% 14.00% 14.00% 13.00% 13.00% 13.00% 13.00%

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - Pension

State Teachers Retirement System of Ohio
Last Ten Fiscal Years
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2020 2019 2018 2017
Academy's Proportion of the Net OPEB

Liability 0.0105076% 0.0099159% 0.0089886% 0.0069940%

Academy's Proportionate Share of the Net
OPEB Liability 264,245$        275,095$        241,230$        199,354$        

Academy's Covered Payroll 386,415$        349,163$        278,664$        283,214$        

Academy's Proportionate Share of the Net
OPEB Liability as a Percentage
of its Covered Payroll 68.38% 78.79% 86.57% 70.39%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability 15.57% 13.57% 12.46% 11.49%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional information will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date, which is the prior fiscal year end.

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net OPEB Liability

School Employees Retirement System of Ohio
Last Four Fiscal Years (1)
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2020 2019 2018 2017
Academy's Proportion of the Net OPEB

Liability/Asset 0.01396936% 0.01298198% 0.01221344% 0.01023607%

Academy's Proportionate Share of the Net
OPEB Liability/(Asset) (231,366)$       (208,606)$       476,524$        547,428$        

Academy's Covered Payroll 1,640,057$      1,475,836$      1,342,721$      1,033,500$      

Academy's Proportionate Share of the Net
OPEB Liability/Asset as a Percentage
of its Covered Payroll -14.11% -14.13% 35.49% 52.97%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability/Asset 174.74% 176.00% 47.11% 37.30%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional information will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date, which is the prior fiscal year end.

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net OPEB Liability/Asset

State Teachers Retirement System of Ohio
Last Four Fiscal Years (1)

 
 

Attachment 26: Audited Financial Statements Page 2083



COLUMBUS HUMANITIES, ARTS & TECHNOLOGY ACADEMY ‐ FRANKLIN COUNTY, OHIO 
 

 

47 
 

2020 2019 2018 2017 2016 2015 2014 2013 2012 2011

Contractually Required Contribution (1) 1,890$            3,492$            6,058$            5,844$            2,463$            1,379$            1,303$            1,820$            1,025$            834$              

Contributions in Relation to the 
Contractually Required Contribution (1,890)            (3,492)            (6,058)            (5,844)            (2,463)            (1,379)            (1,303)            (1,820)            (1,025)            (834)               

Contribution Deficiency (Excess) -$               -$               -$               -$               -$               -$               -$               -$               -$               -$               

Academy Covered Payroll 353,136$        386,415$        349,163$        278,664$        283,214$        168,202$        162,006$        232,832$        175,993$        142,498$        

OPEB Contributions as a Percentage of
Covered Payroll (1) 0.54% 0.90% 1.74% 2.10% 0.87% 0.82% 0.80% 0.78% 0.58% 0.59%

(1) Includes Surcharge

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - OPEB

School Employees Retirement System of Ohio
Last Ten Fiscal Years 
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2020 2019 2018 2017 2016 2015 2014 2013 2012 2011

Contractually Required Contribution -$               -$               -$               -$               -$               -$               10,577$          9,177$            9,709$            11,620$          

Contributions in Relation to the 
Contractually Required Contribution -                 -                 -                 -                 -                 -                 (10,577)           (9,177)             (9,709)             (11,620)           

Contribution Deficiency (Excess) -$               -$               -$               -$               -$               -$               -$               -$               -$               -$               

Academy Covered Payroll 1,980,771$      1,640,057$      1,475,836$      1,342,721$      1,033,500$      1,028,714$      1,057,685$      917,746$        970,931$        1,161,969$      

Contributions as a Percentage of
Covered Payroll 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 1.00% 1.00% 1.00% 1.00%

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - OPEB
State Teachers Retirement System of Ohio

Last Ten Fiscal Years
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NOTE 1 ‐ NET PENSION LIABILITY 
 
Changes in Assumptions ‐ SERS 
 
Beginning in fiscal year 2018, an assumption of 2.5 percent was used for COLA or Ad Hoc COLA. Prior to 
2018, an assumption of 3.0 percent was used. 
 
For fiscal year 2017, the SERS Board adopted the following assumption changes: 

 Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent 
 Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent 
 Assumed real wage growth was reduced from 0.75 percent to 0.50 percent 
 Rates of withdrawal, retirement and disability were updated to reflect recent experience. 
 Mortality among active members was updated to RP‐2014 Blue Collar Mortality Table with fully 

generational projection and a five year age set‐back for both males and females. 
 Mortality among service retired members, and beneficiaries was updated to RP‐2014 Blue Collar 

Mortality Table with fully generational projection with Scale BB, 120 percent of male rates, and 
110 percent of female rates. 

 Mortality among disabled members was updated to RP‐2000 Disabled Mortality Table, 90 
percent for male rates and 100 percent for female rates, set back five years is used for the 
period after disability retirement.   

 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the Retirement Board approved several changes to the actuarial assumptions in 2017. 
The  long  term  expected  rate  of  return was  reduced  from  7.75  percent  to  7.45  percent,  the  inflation 
assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered 
to 3.00 percent, and total salary increases rate was lowered by decreasing the merit component of the 
individual salary increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy 
and  disabled mortality  assumptions were  updated  to  the  RP‐2014 mortality  tables with  generational 
improvement  scale MP‐2016. Rates of  retirement,  termination and disability were modified  to better 
reflect anticipated future experience. 
 
Changes in Benefit Terms ‐ SERS 
 
With the authority granted to the Board under SB 8, the Board enacted a three‐year COLA delay for future 
benefit recipients commencing on or after April 1, 2018. 
 
For fiscal year 2018, the cost‐of‐living adjustment was changed from a fixed 3.00 percent to a cost‐of‐
living adjustment  that  is  indexed  to CPI‐W not greater  than 2.50 percent with a  floor of  zero percent 
beginning January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has 
enacted a three‐year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in Benefit Terms ‐ STRS 
 
For fiscal year 2018, the cost‐of‐living adjustment (COLA) was reduced to zero.  
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NOTE 2 ‐ NET OPEB LIABILITY (ASSET) 
 
Changes in Assumptions – SERS 
 
Amounts reported incorporate changes in key methods and assumptions used in calculating the total 
OPEB liability as presented as follows:  
 
Municipal Bond Index Rate: 

Fiscal year 2020   3.13 percent  
Fiscal year 2019   3.62 percent  
Fiscal year 2018   3.56 percent  
Fiscal year 2017   2.92 percent 

 
Single Equivalent Interest Rate, net of plan investment expense, including price inflation: 

Fiscal year 2020   3.22 percent  
Fiscal year 2019   3.70 percent  
Fiscal year 2018   3.63 percent  
Fiscal year 2017   2.98 percent 

 
Pre‐Medicare 

Fiscal year 2020   7.00 percent initially, decreasing to 4.75 percent 
Fiscal year 2019   7.25 percent initially, decreasing to 4.75 percent 
Fiscal year 2018   7.50 percent initially, decreasing to 4.00 percent 

 
Medicare 
  Fiscal year 2020   5.25 percent initially, decreasing to 4.75 percent 

Fiscal year 2019   5.375 percent initially, decreasing to 4.75 percent 
Fiscal year 2018   5.50 percent initially, decreasing to 5.00 percent 
 

Changes in Assumptions – STRS 
 
For fiscal year 2019, the discount rate was increased from the blended rate of 4.13 percent to the long‐
term expected rate of return of 7.45 percent. Valuation year per capita health care costs were updated. 
Health care cost trend rates ranged from 6.00 percent to 11 percent initially and a 4.50 percent ultimate 
rate for fiscal year 2018 and changed for fiscal year 2019 to a range of  ‐5.20 percent to 9.60 percent, 
initially and a 4.00 ultimate rate. 
 
For fiscal year 2018, the blended discount rate was increased from 3.26 percent to 4.13 percent. Valuation 
year per capita health care costs were updated, and the salary scale was modified. The percentage of 
future retirees electing each option was updated based on current data and the percentage of  future 
disabled  retirees  and  terminated  vested  participants  electing  health  coverage  were  decreased.  The 
assumed  mortality,  disability,  retirement,  withdrawal  and  future  health  care  cost  trend  rates  were 
modified along with the portion of rebated prescription drug costs. 
 
Changes in Benefit Terms ‐ SERS 
 
There have been no changes to the benefit provisions. 
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Changes in Benefit Terms – STRS 
 
For fiscal year 2020, there was no change to the claims costs process. Claim curves were trended to the 
fiscal  year  ending  June  30,  2020  to  reflect  the  current  price  renewals.  The  non‐Medicare  subsidy 
percentage was  increased effective  January 1,  2020  from 1.944 percent  to 1.984 percent per  year of 
service. The non‐Medicare  frozen subsidy base premium was  increased effective  January 1, 2020. The 
Medicare subsidy percentages were adjusted effective January 1, 2021 to 2.1 percent for the Medicare 
plan. The Medicare Part B monthly reimbursement elimination date was postponed to January 1, 2021 
 
For fiscal year 2019, the subsidy multiplier for non‐Medicare benefit recipients was increased from 1.9 
percent to 1.944 percent per year of service effective January 1, 2019. The non‐Medicare frozen subsidy 
base  premium  was  increased  effective  January  1,  2019  and  all  remaining Medicare  Part  B  premium 
reimbursements will be discontinued beginning January 1, 2020. 
 
For fiscal year 2018, the subsidy multiplier for non‐Medicare benefit recipients was reduced from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. This was subsequently extended, see above paragraph 
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December 28, 2020 
 
To the Board of Directors 
Columbus Humanities, Arts and Technology Academy 
Franklin County, Ohio 
1333 Morse Road 
Columbus, Ohio  43229 

 
 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the Columbus Humanities, Arts and 
Technology Academy, Franklin County, Ohio (the “Academy”) as of and for the year ended June 30, 2020, and 
the related notes to the financial statements, which collectively comprise the Academy’s basic financial 
statements, and have issued our report thereon dated December 28, 2020, in which we noted the Academy has 
suffered recurring losses from operations and has a net position deficit that raises substantial doubt about its 
ability to continue as a going concern. In addition, we noted the financial impact of COVID-19 and ensuing 
emergency measures will continue to impact subsequent periods of the Academy.  
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the Academy's internal control 
over financial reporting (internal control) as a basis for designing audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of the Academy’s internal control. Accordingly, we do not express an 
opinion on the effectiveness of the Academy’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance.  
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Columbus Humanities, Arts and Technology Academy  
Independent Auditor’s Report on Internal Control over Financial Reporting  
   and on Compliance and Other Matters Based on an Audit of  
   Financial Statements Performed in Accordance with  

Government Auditing Standards 

Page 2 of 2 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified. 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Academy's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
financial statements. However, providing an opinion on compliance with those provisions was not an objective of 
our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no instances of 
noncompliance or other matters that are required to be reported under Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 

 
 
 
 

Cambridge, Ohio 
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December 28, 2020 
 
To the Board of Directors 
Columbus Humanities, Arts and Technology Academy 
Franklin County, Ohio 
1333 Morse Road 
Columbus, Ohio 43229 

 
Independent Auditor’s Report on Compliance for Each Major Federal  

Program and Report on Internal Control over Compliance  
Required by the Uniform Guidance 

 
Report on Compliance for Each Major Federal Program 
 
We have audited the Columbus Humanities, Arts and Technology Academy’s, Franklin County, Ohio 
(the “Academy”) compliance with the types of compliance requirements described in the OMB 
Compliance Supplement that could have a direct and material effect on each of the Academy’s major 
federal programs for the year ended June 30, 2020. The Academy’s major federal programs are identified 
in the summary of auditor’s results section of the accompanying schedule of findings and questioned 
costs. 
 
Management’s Responsibility 
 
Management is responsible for compliance with federal statutes, regulations, and the terms and conditions 
of its federal awards applicable to its federal programs. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on compliance for each of the Academy’s major federal 
programs based on our audit of the types of compliance requirements referred to above. We conducted 
our audit of compliance in accordance with auditing standards generally accepted in the United States of 
America; the standards applicable to financial audits contained in Government Auditing Standards, issued 
by the Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of 
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit 
Requirements for Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance 
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance 
with the types of compliance requirements referred to above that could have a direct and material effect 
on a major federal program occurred. An audit includes examining, on a test basis, evidence about the 
Academy’s compliance with those requirements and performing such other procedures as we considered 
necessary in the circumstances. 
 
We believe that our audit provides a reasonable basis for our opinion on compliance for each major 
federal program. However, our audit does not provide a legal determination of the Academy’s 
compliance. 
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Columbus Humanities, Arts and Technology Academy 
Independent Auditor’s Report on Compliance for Each Major Federal Program and 

Report on Internal Control over Required by the Uniform Guidance 
Page 2 of 2 
 
Opinion on Each Major Federal Program 
 
In our opinion, the Academy complied, in all material respects, with the types of compliance requirements 
referred to above that could have a direct and material effect on each of its major federal programs for the 
year ended June 30, 2020. 
 
Report on Internal Control over Compliance 
 
Management of the Academy is responsible for establishing and maintaining effective internal control 
over compliance with the types of compliance requirements referred to above. In planning and performing 
our audit of compliance, we considered the Academy’s internal control over compliance with the types of 
requirements that could have a direct and material effect on each major federal program to determine the 
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on 
compliance for each major federal program and to test and report on internal control over compliance in 
accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on the 
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the 
effectiveness of the Academy’s internal control over compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a 
federal program on a timely basis. A material weakness in internal control over compliance is a 
deficiency, or combination of deficiencies, in internal control over compliance, such that there is a 
reasonable possibility that material noncompliance with a type of compliance requirement of a federal 
program will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in 
internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over 
compliance with a type of compliance requirement of a federal program that is less severe than a material 
weakness in internal control over compliance, yet important enough to merit attention by those charged 
with governance. 
 
Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over 
compliance that might be material weaknesses or significant deficiencies. We did not identify any 
deficiencies in internal control over compliance that we consider to be material weaknesses. However, 
material weaknesses may exist that have not been identified. 
 
The purpose of this report on internal control over compliance is solely to describe the scope of our 
testing of internal control over compliance and the results of that testing based on the requirements of the 
Uniform Guidance. Accordingly, this report is not suitable for any other purpose. 
 

 
 
 

Cambridge, Ohio 
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CFDA # Grant Year Expenses
Total Provided to 

Subrecipients

U. S. Department of Education

Passed Through Ohio Department of Education:

Title I 84.010 2020 418,163$           -$                      

Special Education Cluster:
IDEA Part B 84.027 2020 167,256            -                       

Total Special Education Cluster 167,256             -                         

Title IV-A Student Support and Academic Enrichment Grant 84.424A 2020 32,459               -                         

Title III English Language Acquisition Grants 84.365 2020 59,952              -                       

Title II-A Improving Teacher Quality 84.367 2020 73,579               -                         

Total U.S. Department of Education 751,409            -                       

U. S. Department of Agriculture

Passed Through the Ohio Department of Education:

Child Nutrition Cluster:
Cash Assistance:

School Breakfast Program 10.553 2020 105,472            -                       
School Breakfast Program (COVID-19) 10.553 2020 1,190                -                       
National School Lunch Program 10.555 2020 232,776            -                       
National School Lunch Program (COVID-19) 10.555 2020 2,436                -                       
Total Child Nutrition Cluster 341,874            -                       

Total U.S. Department of Agriculture 341,874            -                       

TOTAL FEDERAL FINANCIAL ASSISTANCE 1,093,283$        -$                      

COLUMBUS HUMANITIES, ARTS AND TECHNOLOGY ACADEMY
FRANKLIN COUNTY, OHIO

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2020

Federal Grantor/ Pass-Through Grantor/ Program Title

The accompanying notes are an integral part of this schedule.
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NOTE A - BASIS OF PRESENTATION

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

NOTE C - TRANSFERS

CFDA Number / Grant Title Grant Year Transfer Out Transfer In
84.010 Title I 2019 58,347$             
84.010 Title I 2020 58,347$                
84.367 Title II-A Improving Teacher Quality 2019 877                   
84.367 Title II-A Improving Teacher Quality 2020 877                      
84.365 Title III English Language Acquisition 2019 18,887              
84.365 Title III English Language Acquisition 2020 18,887                 
84.424A Title IV-A Student Support and Academic Enrichment 2019 13,501              
84.424A Title IV-A Student Support and Academic Enrichment 2020 13,501                 
84.027 Special Education IDEA Part B 2019 128,104            
84.027 Special Education IDEA Part B 2020 128,104               

219,716$           219,716$              

NOTE D - CHILD NUTRITION CLUSTER

The Academy commingles cash receipts from the U.S. Department of Agriculture with similar State Grants. When reporting expenditures on this
Schedule, the Academy assumes it expends federal monies first. 

The Academy generally must spend Federal assistance within 15 months of receipt. However, with Ohio Department of Education (ODE)
approval, an Academy can transfer (carryover) unspent Federal assistance to the succeeding year, thus allowing the Academy a total of 27 months
to spend the assistance. During fiscal year 2020, the ODE authorized the following transfers:

COLUMBUS HUMANITIES, ARTS AND TECHNOLOGY ACADEMY
FRANKLIN COUNTY, OHIO

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2020

The accompanying Schedule of Expenditures of Federal Awards (the Schedule) includes the federal award activity of Columbus Humanities, Arts
and Technology Academy, Franklin County, Ohio (the Academy) under programs of the federal government for the year ended June 30, 2020. The
information on this Schedule is prepared in accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform 
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Because the Schedule presents
only a selected portion of the operations of the Academy, it is not intended to and does not present the financial position, changes in net position, or
cash flows of the Academy. 

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures are recognized following the cost
principles contained in the Uniform Guidance, wherein certain types of expenditures may or may not be allowable or may be limited as to
reimbursement. The Academy has elected not to use the 10-percent de minimus indirect cost rate as allowed under the Uniform Guidance.

2 CFR 200.510(B)(6)
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COLUMBUS HUMANITIES, ARTS AND TECHNOLOGY ACADEMY 
FRANKLIN COUNTY, OHIO 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
2 CFR §200.515 
JUNE 30, 2020 

 

1.  SUMMARY OF AUDITOR'S RESULTS 

 

(d) (1) (i) 
 

Type of Financial Statement 
Opinion 

Unmodified 
 

(d) (1) (ii) 
 

Were there any material weaknesses in 
internal control reported at the financial 
statement level (GAGAS)? 

 
No 
 

(d) (1) (ii) 
 

Were there any significant deficiencies in 
internal control reported at the financial 
statement level (GAGAS)? 

 
None Reported 
 

(d) (1) (iii) 
 

Was there any reported material 
noncompliance at the financial statement 
level (GAGAS)? 

 
No 
 

(d) (1) (iv) 
 

Were there any material weaknesses in 
internal control reported for major federal 
programs? 

 
No 
 

(d) (1) (iv) 
 

Were there any significant deficiencies in 
internal control reported for major federal 
programs? 

 
None Reported 
 

(d) (1) (v) 
 

Type of Major Programs’ Compliance 
Opinion 

 
Unmodified 

(d) (1) (vi) 
 

Are there any reportable findings under 2 
CFR § 200.516(a)? 

 
No 
 

(d) (1) (vii) 
 
 

Major Programs (list): 
 
Child Nutrition Cluster 
Title I  

 
 
CFDA # 10.553/10.555 
CFDA # 84.010 
 

(d) (1) (viii) 
Dollar Threshold: Type A/B Programs Type A: > $750,000 

Type B: All others 

(d) (1) (ix) Low Risk Auditee under 2 CFR §200.520? No 

 
 

2.   FINDINGS RELATED TO THE FINANCIAL STATEMENTS 
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS 

   
None were noted. 
 

3.   FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS 

 
None were noted. 
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         Efficient         Effective         Transparent 

 

 
 
 
Board of Directors 
Columbus Humanities Arts and Tech Academy 
1333 Morse Road 
Columbus, Ohio 43229 
 
 
We have reviewed the Independent Auditor’s Report of the Columbus Humanities Arts and Tech 
Academy, Franklin County, prepared by Rea & Associates, Inc., for the audit period July 1, 2018 
through June 30, 2019.  Based upon this review, we have accepted these reports in lieu of the 
audit required by Section 117.11, Revised Code.  The Auditor of State did not audit the 
accompanying financial statements and, accordingly, we are unable to express, and do not 
express an opinion on them.  
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Columbus Humanities Arts and Tech 
Academy is responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
February 18, 2020  
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December 22, 2019 
 
To the Board of Directors 
Columbus Humanities, Arts and Technology Academy 
Franklin County, Ohio 
1333 Morse Road 
Columbus, Ohio 43229 
 
 

INDEPENDENT AUDITOR'S REPORT 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Columbus Humanities, Arts and 
Technology Academy, Franklin County, Ohio, (the “Academy”) as of and for the year ended June 30, 
2019, and the related notes to the financial statements, which collectively comprise the Academy’s basic 
financial statements as listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the Academy’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Academy’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
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Columbus Humanities, Arts and Technology Academy 
Independent Auditor’s Report 
Page 2 of 3 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Columbus Humanities, Arts and Technology Academy, Franklin County, Ohio, 
as of June 30, 2019, and the changes in its financial position and its cash flows for the year then ended in 
accordance with accounting principles generally accepted in the United States of America. 
 
Emphasis of a Matter  
 
The accompanying financial statements have been prepared assuming the Academy will continue as a 
going concern. As disclosed in Note 16 to the financial statements, the Academy has previously suffered 
recurring losses from operations and has a net position deficit of $4,352,207 that raises substantial doubt 
about its ability to continue as a going concern. This deficit net position includes the effect of the net 
pension liability, net OPEB asset/liability and related accruals totaling $2,337,332. Note 16 describes 
management’s plan regarding these issues. The financial statements do not include any adjustments that 
might result from the outcome of this uncertainty. Our opinion is not modified with respect to this matter. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the Academy's Proportionate Share of the Net Pension Liability, 
Schedule of the Academy’s Contributions-Pension, Schedule of the Academy’s Proportionate Share of the 
Net OPEB Asset/Liability, and the Schedule of the Academy’s Contributions - OPEB as listed in the table 
of contents, be presented to supplement the basic financial statements. Such information, although not a 
part of the basic financial statements, is required by the Governmental Accounting Standards Board who 
considers it to be an essential part of financial reporting for placing the basic financial statements in an 
appropriate operational, economic, or historical context. We have applied certain limited procedures to 
the required supplementary information in accordance with auditing standards generally accepted in the 
United States of America, which consisted of inquiries of management about the methods of preparing the 
information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic 
financial statements. We do not express an opinion or provide any assurance on the information because 
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance.  
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Columbus Humanities, Arts and Technology Academy 
Independent Auditor’s Report 
Page 3 of 3 
 
Other Information 
 
Our audit was conducted for the purpose of forming an opinion on the financial statements that 
collectively comprise the Academy’s basic financial statements. The Schedule of Expenditures of Federal 
Awards, as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative 
Requirements, Cost Principles, and Audit Requirements for Federal Awards is presented for purposes of 
additional analysis and is not a required part of the basic financial statements. 
 
The Schedule of Expenditures of Federal Awards is the responsibility of management and was derived 
from and relates directly to the underlying accounting and other records used to prepare the basic 
financial statements. Such information has been subjected to the auditing procedures applied in the audit 
of the basic financial statements and certain additional procedures, including comparing and reconciling 
such information directly to the underlying accounting and other records used to prepare the basic 
financial statements or to the basic financial statements themselves, and other additional procedures in 
accordance with auditing standards generally accepted in the United States of America. In our opinion, 
the Schedule of Expenditures of Federal Awards is fairly stated, in all material respects, in relation to the 
basic financial statements as a whole. 
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated December 22, 
2019 on our consideration of the Academy’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the Academy’s internal control over financial reporting or on compliance. That report is 
an integral part of an audit performed in accordance with Government Auditing Standards in considering 
the Academy’s internal control over financial reporting and compliance. 
 
 
 
 
 

Cambridge, Ohio 
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COLUMBUS HUMANITIES, ARTS & TECHNOLOGY ACADEMY ‐ FRANKLIN COUNTY, OHIO 
 
MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED JUNE 30, 2019 (UNAUDITED) 
 

5 
 

The discussion and analysis of the Columbus Humanities, Arts & Technology Academy’s (the “Academy”) 
financial performance provides an overall review of the Academy’s financial activities for the fiscal year 
ended June 30, 2019.  Readers should also review the basic financial statements and notes to enhance 
their understanding of the Academy’s financial performance. 
 

HIGHLIGHTS 
 
The Academy finished its fifteenth year of operation during fiscal year 2019 serving grades kindergarten 
through eighth grade.  Enrollment increased from 542 students in 2018 to 560 students in 2019. 
 
Key highlights for fiscal year 2019 are as follows: 
 

 Net Position increased $829,767. 

 Total revenue increased from $5,382,544 in fiscal year 2018 to $5,588,159 in fiscal year 2019 due 
to increases in enrollment. 

 Operating  expenses  (excluding  interest)  increased  from  $3,225,246  in  fiscal  year  2018  to 
$4,676,087 in fiscal year 2019.  

 During the fiscal year, the Academy made an additional principal payment of $500,000 against 
their long‐term debt. This contributed to the decrease in liabilities from the prior year.  
 

OVERVIEW OF FINANCIAL STATEMENTS  
 
The  financial  report  consists  of  three  parts‐required  supplemental  information,  the  basic  financial 
statements, and the notes to the basic financial statements. These statements are organized so the reader 
can understand  the  financial position of  the academy. Enterprise accounting uses a  flow of economic 
resource measurement focus. With this measurement focus, all assets, deferred outflows of resources, all 
liabilities, and deferred inflows of resources are included on the statement of net position. The statement 
of net position represents the financial position of the Academy.  The statement of revenues, expenses, 
and  changes  in  net  position  presents  increases  (e.g.,  revenues)  and  decreases  (e.g.  expenses)  in  net 
position.  The statement of cash flows reflects how the Academy finances and meets its cash flow needs. 
Finally, the notes to the basic financial statements provide additional information that is essential to the 
full understanding of the data provided in the basic financial statements.   
 

FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE 
 
The Academy is not required to present government‐wide financial statements as the Academy is engaged 
in  only  business‐type  activities.  Therefore,  no  condensed  financial  information  derived  from  the 
governmental‐wide financial statements is included in the discussion and analysis.    
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The following table provides a summary of Academy’s net position for 2019 compared to 2018: 
 

2019 2018
Assets:
  Current assets:

    Cash and Cash Equivalents 833,193$                 1,110,752$             
    Intergovernmental Receivable 87,642                     49,433                    
    Prepaid Expense 19,084                     3,160                      
       Total current assets 939,919 1,163,345

Noncurrent assets: 
  Net OPEB Asset 208,606 -                          
  Capital Assets, net of Accumulated Depreciation 56,218 62,825
     Total noncurrent assets 264,824 62,825

Total assets 1,204,743                 1,226,170               

Deferred Outflows of Resources 1,710,205                1,913,762               

Liabilities:  
  Current liabilities:
     Accounts Payable, Trade 52,601                     59,536                    
     Accounts Payable, Related Party 258,099 202,114
     Accrued Expenses 10,114                     5,454                      
     Current Portion of Long-Term Debt 512,467                   487,392                  
       Total current liabilities 833,281                   754,496                  

Noncurrent Liabilities:
      Net Pension Liability 3,427,513 3,446,296
      Net OPEB Liability 275,095 717,754
      Noncurrent Portion of Long-term Debt 2,177,731 3,194,377
        Total noncurrent liabilities 5,880,339 7,358,427

        Total liabilities 6,713,620 8,112,923

Deferred Inflows of Resources 553,535 208,983

Net Position
  Invested in Capital Assets 56,218 62,825
  Unrestricted Net Position (4,408,425) (5,244,799)
     Total Net Position (4,352,207)$             (5,181,974)$            
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The Academy has adopted GASB Statement 68, “Accounting and Financial Reporting  for Pensions—an 
Amendment of GASB Statement 27,” and GASB Statement 75, “Accounting and Financial Reporting for 
Postemployment  Benefits  Other  Than  Pensions,”  which  significantly  revises  accounting  for  costs  and 
liabilities related to other postemployment benefits (OPEB).  For reasons discussed below, many end users 
of this financial statement will gain a clearer understanding of the Academy’s actual financial condition by 
adding deferred inflows related to pension and OPEB, the net pension liability and the net OPEB liability 
to the reported net position and subtracting deferred outflows related to pension and OPEB and net OPEB 
asset. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports  prepared  in  accordance  with  generally  accepted  accounting  principles.    Prior  accounting  for 
pensions  (GASB  27)  and  postemployment  benefits  (GASB  45)  focused  on  a  funding  approach.    This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OPEB asset/liability.  GASB 68 and 
GASB 75  take  an  earnings  approach  to  pension  and OPEB  accounting;  however,  the  nature of Ohio’s 
statewide pension/OPEB plans and state law governing those systems requires additional explanation in 
order to properly understand the information presented in these statements. 
 
GASB  68  and GASB  75  require  the  net  pension  liability  and  the  net  OPEB  asset/liability  to  equal  the 
Academy’s proportionate share of each plan’s collective: 
 

1. Present  value  of  estimated  future  pension/OPEB  benefits  attributable  to  active  and  inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 

GASB  notes  that  pension  and  OPEB  obligations,  whether  funded  or  unfunded,  are  part  of  the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, 
and the promise of a future pension and other postemployment benefits.  GASB noted that the unfunded 
portion of this promise is a present obligation of the government, part of a bargained‐for benefit to the 
employee, and should accordingly be reported by the government as a liability since they received the 
benefit of the exchange.  However, the Academy is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement  systems  to  provide  healthcare  to  eligible  benefit  recipients.    The  retirement  systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits.
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The  employee  enters  the  employment  exchange with  the  knowledge  that  the  employer’s  promise  is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a specific, 
legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the 
unfunded  liability  of  the  pension/OPEB  plan  as  against  the  public  employer.    State  law  operates  to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the  employment  exchange  with  notice  as  to  the  law.    The  retirement  system  is  responsible  for  the 
administration of the pension and OPEB plans 
 
Most long‐term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time‐off or termination payments.  There is no repayment 
schedule  for  the net  pension  liability  or  the  net OPEB  asset/liability.    As  explained  above,  changes  in 
benefits,  contribution  rates,  and  return on  investments  affect  the balance of  these  liabilities,  but  are 
outside the control of the  local government.    In the event that contributions,  investment returns, and 
other changes are insufficient to keep up with required payments, State statute does not assign/identify 
the responsible party for the unfunded portion.  Due to the unique nature of how the net pension liability 
and  the net OPEB  liability  are  satisfied,  these  liabilities  are  separately  identified within  the  long‐term 
liability section of the statement of net position. 
 
In accordance with GASB 68 and GASB 75,  the Academy’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB asset/liability, respectively, not accounted for 
as deferred inflows/outflows.  
 
Cash and cash equivalents decreased $277,559, primarily due to operations from an increase in students 
served in 2019 and additional principal payments made on note. 
 
There was a significant change in net pension / OPEB liability / asset for the Academy.  The fluctuations 
are due to changes in the actuarial liabilities / assets and related accruals that are passed through to the 
Academy’s  financial  statement.    All  components  of  pension  and  OPEB  accruals  contribute  to  the 
fluctuations in deferred outflows / inflows and net pension & OPEB liabilities/asset and are described in 
more detail in their respective notes. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The following table reflects the changes in net position for fiscal year 2019 as compared to 2018: 
 

The increase in revenues in fiscal year 2019 was due to the increase in the number of students enrolled. 
Various expense categories increased during the year due to this increase in enrollment, in addition to 
an increase in purchased services due to the changes in of GASB Statements No. 68 & 75 liabilities and 
related accruals.   
 
 

2019 2018

Operating Revenues:

  State Aid 4,598,253$          4,486,907$       

  Miscellaneous 9,493 14,245

    Total Operating Revenues 4,607,746          4,501,152         

Operating Expenses:

  Purchased Services 4,501,165 3,059,301

  Depreciation 31,474 2,400

  General Supplies 98,173 134,334

  Other Operating Expense 45,275 29,211

    Total Operating Expenses 4,676,087 3,225,246

        Operating Income (Loss) (68,341) 1,275,906

Nonoperating Revenues and (Expenses)

  Federal and State Restricted Grants 975,308 881,392

  Other Grants 5,105                    ‐                      

  Interest Expense (82,305) (97,686)

    Net Nonoperating Revenues and (Expenses) 898,108              783,706             

Change in Net Position 829,767$              2,059,612$       

Table 2

Change in Net Position
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 

CAPITAL ASSETS 
 

At the end of fiscal year 2019, the Academy had $56,218 invested in capital assets (net of accumulated 
depreciation) for its computers and software, leasehold improvements, furniture and other equipment.  
 

The following table shows fiscal year 2019 compared to 2018:   
           

 

2019 2018 Change

Leasehold Improvements $33,255 $35,106 ($1,851)
Furniture & Equipment 3,793              7,072            (3,279)          
Computers and Software 19,170 20,647 (1,477)

$56,218 $62,825 ($6,607)

Capital Assets at June 30 (Net of Depreciation)

   
For  further  information  regarding  the Academy’s  capital  assets,  refer  to Note  5  of  the  basic  financial 
statements.   
 

DEBT 
 
At  June  30,  2019,  the  Academy  had  a  Notes  Payable  to  Accel  Schools  in  the  amount  of  $2,690,198 
outstanding at year end of which $512,467 is considered to be the current portion.   
 
For further information regarding the Academy’s debt, refer to Note 6 to the basic financial statements.   

 
OPERATIONS 
 
Columbus Humanities Arts & Technology Academy is a nonprofit corporation established pursuant to Ohio 
Revised Code Chapter 3314.  The Academy offers education for Ohio children in grades K‐8.  The Academy 
is  independent  of  any  Academy  and  is  nonsectarian  in  its  programs,  admission  policies,  employment 
practices, and all other operations.  The Academy may lease or acquire facilities as needed and contract 
for any services necessary for the operation of the Academy.   

 
 
REQUESTS FOR INFORMATION 
 
This  financial  report  is designed  to provide citizens,  taxpayers,  investors, and creditors with a general 
overview of the Academy’s finances and to show the Academy’s accountability for the money it receives.  
If you have any question concerning  this  report, please contact  the Academy’s Fiscal Officer, C. David 
Massa, CPA of Massa Financial Solutions, LLC, 1333 Morse Road, Columbus, Ohio 43229. 
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COLUMBUS HUMANITIES, ARTS & TECHNOLOGY ACADEMY ‐ FRANKLIN COUNTY, OHIO 

 
Statement of Net Position 

At June 30, 2019 

Assets:

Current Assets:

    Cash and Cash Equivalents 833,193$         

    Intergovernmental Receivable 87,642

    Other Assets 19,084

      Total Current Assets 939,919

Noncurrent Assets:

  Net OPEB Asset 208,606

  Capital Assets, net of Accumulated Depreciation 56,218

      Total Noncurrent Assets 264,824

Total Assets 1,204,743        

Deferred Outflows of Resources:

    Pension 1,525,469        

    OPEB 184,736           

Total Deferred Outflows of Resources 1,710,205        

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 52,601             

    Accounts Payable, Related Party 258,099           

    Accrued Expenses 10,114             

    Current Portion of Long‐Term Debt 512,467           

       Total Current Liabilities 833,281           

Noncurrent Liabilities:

  Net Pension Liability 3,427,513

  Net OPEB Liability 275,095

  Noncurrent Portion of Long‐term Debt 2,177,731        

    Total Noncurrent Liabilities 5,880,339

       Total Liabilities 6,713,620

Deferred Inflows of Resources:

    Pension 208,179

    OPEB 345,356

Total Deferred Inflows of Resources 553,535

Net Position:

  Invested in Capital Assets 56,218

  Unrestricted Net Position (4,408,425)

  Total Net Position (4,352,207)$    

See Accompanying Notes to the Basic Financial Statements
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                               COLUMBUS HUMANITIES, ARTS & TECHNOLOGY ACADEMY ‐ FRANKLIN COUNTY, OHIO 

 
             Statement of Revenues, 

              Expenses and Changes in Net Position 
              For the Fiscal Year Ended June 30, 2019 

 

Operating Revenues:

  State Aid 4,598,253$    

  Miscellaneous 9,493

    Total Operating Revenues 4,607,746

Operating Expenses:

  Purchased Services 4,501,165

  Depreciation 31,474

  Supplies 98,173

  Other Operating Expenses 45,275

    Total Operating Expenses 4,676,087

      Operating Loss (68,341)

Non‐Operating Revenues and (Expenses):

  Federal and State Restricted Grants  975,308

  Other Grants 5,105               

  Interest Expense (82,305)           

    Net Non‐operating Revenues and (Expenses) 898,108

Change in Position 829,767          

Net Position Beginning of Year (5,181,974)     

Net Position End of Year (4,352,207)$   

See Accompanying Notes to the Basic Financial Statements
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COLUMBUS HUMANITIES, ARTS & TECHNOLOGY ACADEMY – FRANKLIN COUNTY, OHIO  

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2019 

 
 

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 4,605,184$     

Other Operating Receipts 9,493               

Cash Payments to Suppliers for Goods and Services (4,728,765)      

Net Cash Used For Operating Activities (114,088)         

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Note Payable Principal Payments (991,571)         

Note Payable Interest Payments (82,306)           

Federal and State Grant Receipts 935,273          

Net Cash Used For Noncapital Financing Activities (138,604)         

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Purchase of Assets (24,867)           

Net Cash Used For Capital and Related Financing Activities (24,867)           

Net Decrease in Cash and Cash Equivalents (277,559)         

Cash and Cash Equivalents ‐ Beginning of the Year 1,110,752       

Cash and Cash Equivalents ‐ Ending of the Year 833,193$        

See Accompanying Notes to the Basic Financial Statements

 
 
 
 
 
 
 
 
 
 
 

 
 

 
 
 
 
 

(Continued)
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COLUMBUS HUMANITIES, ARTS & TECHNOLOGY ACADEMY – FRANKLIN COUNTY, OHIO 
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2019 

(Continued) 

Reconciliation of Operating Loss to Net Cash Used For Operating Activities

Operating Loss (68,341)$         

Adjustments to Reconcile Operating Loss to 

Net Cash Used For Operating Activities:

Depreciation 31,474             

Changes in Assets, Liabilities, and Deferred Inflows and Outflows of Resources:

(Increase)/ Decrease in Prepaid Expense / other assets (15,924)            

(Increase)/ Decrease in Receivables 6,932               

(Increase)/ Decrease in Deferred Outflows 203,557           

Increase/ (Decrease) in Deferred Inflows 344,552           

Increase/ (Decrease) in Net Pension Liability (18,783)            

Increase / (Decrease) in Accrued Expense 4,660               

Increase/ (Decrease) in Accounts Payable, Trade (6,935)              

Increase/ (Decrease) in Accounts Payable, Related Party 55,985             

(Increase)/ Decrease in Net OPEB Asset (208,606)         

Increase / (Decrease) in Net OPEB Liability (442,659)         

Net Cash Used For Operating Activities (114,088)$       
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NOTE 1 – DESCRIPTION OF ACADEMY 
 

Columbus  Humanities,  Arts  &  Technology  Academy  (the  “Academy”)  is  a  nonprofit  corporation 
established  pursuant  to  Ohio  Revised  Code  Chapters  3314.    The  Academy  offers  education  for  Ohio 
children in grades K‐8.  The Academy is independent of any Academy and is nonsectarian in its programs, 
admission policies, employment practices, and all other operations.  The Academy may lease or acquire 
facilities as needed and contract for any services necessary for the operation of the Academy.   
 
The Academy was approved for operation under a contract with the Ohio Council of Community Schools 
(the Sponsor)  for a period of  four academic years commencing after  July 1, 2004 and ending June 30, 
2008.  At the end of the original contract period, the Academy’s contract with Ohio Council of Community 
Schools was renewed for a five year term ending June 30, 2013 and another five year term is set to expire 
on  June  30,  2018 which was  subsequently  renewed  for  an  additional  5  year  term  through  2023.The 
Sponsor  is  responsible  for evaluating  the performance of  the Academy and has  the authority  to deny 
renewal of the contract at its expiration or terminate the contract prior to its expiration.   
 
Ohio Revised Code Section 3314.02(E) states in part that the Academy operate under the direction of a 
Governing Board  that  consists  of  not  less  than  five  individuals who  are  not  owners  or  employees,  or 
immediate relatives or owners or employees of any for‐profit firm that operates or manages an academy 
for the Governing Board.   The Board is responsible for carrying out the provisions of the contract that 
include,  but  are  not  limited  to,  state‐mandated  provision  regarding  student  population,  curriculum, 
academic goals, performance standards, admission standards, and qualification of teachers.   
 
The Academy contracts with Accel Schools for management services including management of personnel 
and human  resources,  the program of  instruction, marketing data management,  purchasing,  strategic 
planning,  public  relation,  financial  reporting,  recruiting,  compliance  issues,  budgets,  contracts,  and 
equipment and facilities.  
 

NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNT POLICIES 
 
The  financial  statements  of  the  Academy  have  been  prepared  in  conformity with  generally  accepted 
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards 
Board  (GASB)  is  the  accepted  standard‐setting  body  for  establishing  governmental  accounting  and 
financial  reporting principles. The more significant of  the Academy’s accounting policies are described 
below. 
 
Basis of Presentation ‐ The Academy’s basic financial statements consist of a statement of net position; a 
statement  of  revenues,  expenses,  and  changes  in  net  position;  and  a  statement  of  cash  flows.  The 
Academy uses a single enterprise presentation for its financial records.  Enterprise reporting focuses on 
the determination of operating income, changes in net position, financial position, and cash flows.   
 
Measurement  Focus  ‐  The  enterprise  activity  is  accounted  for  using  a  flow  of  economic  resources 
measurement  focus. All  assets,  liabilities, deferred  inflows/ outflows of  resources associated with  the 
operation of the Academy are included on the statement of net position.   The statement of revenues, 
expenses, and changes in net position presents increases (e.g. revenues) and decreases (e.g. expenses) in 
net position.  The statement of cash flows reflects how the Academy finances meet its cash flow needs.  
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNT POLICIES (continued) 
 
Basis of Accounting  ‐ Basis of  accounting determines when  transactions are  recorded  in  the  financial 
records and reported on the financial statements.  The Academy’s financial statements are prepared using 
the accrual basis of accounting. Revenue resulting from exchange transactions, in which each party gives 
and  receives essentially equal value,  is  recorded on  the accrual basis when  the exchange  takes place.  
Revenue  resulting  from  nonexchange  transactions,  in which  Academy  receives  value without  directly 
giving equal value in return, such as grants and entitlements, are recognized in the period in which all 
eligibility requirements have been satisfied.   Eligibility requirements include timing requirements, which 
specify the period when the resources are required to be used or the period when use is first permitted, 
matching requirements,  in which the Academy must provide local resources to be used for a specified 
purpose,  and  expenditure  requirements,  in  which  the  resources  are  provided  to  the  Academy  on  a 
reimbursement basis.  Expenses are recognized at the time they are incurred. 
   

Budgetary Process ‐ Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C). However, unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter 5705, unless specifically provided  in  the contract between the Academy and  its Sponsor. The 
contract between the Academy and its Sponsor does not require the Academy to follow the provisions 
Ohio Revised Code Chapter 5705; therefore, no budgetary information is presented in the basic financial 
statements.  

 
Cash and Cash Equivalents ‐ Cash received by the Academy is reflected as “Cash and Cash Equivalents” 
on the statement of net position.  The Academy had no investments during the fiscal year ended June 30, 
2019. 
 
Prepaid Items ‐ The Academy records payments made to vendors for services that will benefit periods 
beyond June 30, 2019, as prepaid items using the consumption method.  A current asset for the prepaid 
amount is recorded at the time of the purchase and an expense is reported in the year in which services 
are consumed. 
 
Capital Assets ‐ The Academy’s capital assets during fiscal year 2019 consisted primarily of instructional 
and administrative furniture and equipment, computers and software, and leasehold improvements.  All 
capital  assets  are  capitalized  at  cost  and  updated  for  additions  and  retirements  during  the  fiscal 
year.  Donated capital assets are recorded at their acquisition value as of the date received. The Academy 
maintains  a  capitalization  threshold  of  $5,000.   The  Academy  does  not  have  any  infrastructure.  
Improvements are capitalized.  The costs of normal maintenance and repairs that do not add to the value 
of the asset or materially extend an asset’s life are not capitalized.   
 
All capital assets, except land and construction in progress, are depreciated. Depreciation is computed 
using the straight‐line method over the following useful lives:   
   

     

Description Useful Lives
Leasehold Improvements Remaining life of lease
Furniture and Equipment 5-20 years

Computers and Software 5 years  
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNT POLICIES (continued) 
 
Net Position  ‐ Net position represents  the difference between assets, deferred outflows of  resources, 
liabilities,  and  deferred  inflows  of  resources.    Net  position  is  reported  as  restricted  when  there  are 
limitations imposed on their use either through the enabling legislation adopted by Academy or through 
external restrictions imposed by creditors, grantors, or laws or regulations of other governments.   The 
Academy  applies  restricted  resources  first  when  an  expense  is  incurred  for  purposes  for which  both 
restricted and unrestricted net position is available. There was no enabling legislation at June 30, 2019. 
Net invested in capital assets of $56,218 represents capital assets, net of accumulated depreciation. 
 
Operating Revenues and Expenses ‐ Operating revenues are those revenues that are generated directly 
from the primary activity of the Academy.  Operating expenses are necessary costs incurred to provide 
the  service  that  is  the  primary  activity  of  the Academy.    All  revenues  and  expenses  not meeting  this 
definition are reported as non‐operating. 
 
Deferred Inflows and Deferred Outflows of Resources ‐ In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of  resources  represent  a  consumption of  net  position  that  applies  to  a  future period  and will  not  be 
recognized  as  an  outflow  of  resources  (expense/expenditure)  until  then.    For  the  Academy,  deferred 
outflows of resources are reported on the statement of net position for pension and OPEB.  The deferred 
outflows of resources related to pension and OPEB plans are explained in Notes 9 and 10.  
  
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. For the Academy, deferred inflows of resources include 
pension and OPEB. These amounts are deferred and recognized as an inflow of resources in the period 
the amounts become available.   Deferred  inflows of  resources  related to pension and OPEB plans are 
reported on the statement of net position. (See Notes 9 and 10) 
 
Pensions/Other Postemployment Benefits  (OPEB)  ‐ For purposes of measuring  the net pension/OPEB 
asset/liability,  deferred  outflows  of  resources  and  deferred  inflows  of  resources  related  to 
pensions/OPEB,  and  pension/OPEB  expense,  information  about  the  fiduciary  net  position  of  the 
pension/OPEB plans and additions to/deductions from their fiduciary net position have been determined 
on the same basis as they are reported by the pension/OPEB plan.  For this purpose, benefit payments 
(including refunds of employee contributions) are recognized when due and payable in accordance with 
the benefit terms.  The pension/OPEB plans report investments at fair value. 
 
Estimates  ‐ The preparation of  financial  statements  in  conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from those estimates.  
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NOTE 3 ‐ CASH AND CASH EQUIVALENTS 
 
The Academy classifies deposits by category of risk as defined in GASB Statement No.3 “Deposits with 
Financial  Institutions,  Investments  (including  Repurchase  Agreements)  and  Reverse  Repurchase 
Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk Disclosures”. 
 
The Academy maintains its cash balances at Huntington Bank in Ohio. The balances are insured by the 
Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account. At June 30, 2019, 
the book amount of the Academy’s deposits was $833,193 and the bank balance was $838,137. $250,000 
of the bank balance was covered by Federal Depository Insurance, while $588,137 was not covered by 
Federal Depository Insurance. 
 
Custodial credit risk is the risk that, in the event of a bank failure, the Academy’s deposits may not be 
returned.   The Academy does not have a deposit policy for custodial credit risk.   All bank deposits are 
collateralized  with  eligible  securities  in  amounts  equal  to  at  least  105%  of  the  carrying  value  of  the 
deposits. Such collateral as permitted by the Ohio Revised Code is held in single financial collateral pools 
at  the  Federal Reserve Banks or  at member banks of  the  federal  reserve  system,  in  the name of  the 
respective depository bank and pledged as a pool of  collateral  against all of  the public deposits or as 
specific collateral held at the Federal Reserve Bank in the name of the Academy. 

 
NOTE 4 ‐ RECEIVABLES 
 
At June 30, 2019, the Academy had receivables in the amount of $87,642. These receivables represent 
monies  due  from  Federal  programs, which was  not  received  as  of  June  30,  2019.The  receivables  are 
expected to be collected within one year.   
 

NOTE 5 – CAPITAL ASSETS 
 
Capital asset activity for the fiscal year ended June 30, 2019, was as follows: 
 

Balance Balance
June 30, 2018 Additions Deletions June 30, 2019

Capital Assets:
Leasehold Improvements 45,422$         -$             -$              45,422$         
Computers and Software 165,304         24,867         -                190,171         
Furniture and Equipment 16,396           -               -                16,396           
Total Capital Assets 227,122         24,867         -                251,989         

Less Accumulated Depreciation:
Leasehold Improvements (10,316)         (1,851)          -                (12,167)          
Computers and Software (144,657)       (26,343)        -                (171,000)        
Furniture and Equipment (9,324)           (3,280)          -                (12,604)          

Total Accumulated Depreciation (164,297)       (31,474)        -                (195,771)        

Total Capital Assets, Net 62,825$        (6,607)$       -$              56,218$        
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NOTE 6 – LONG‐TERM OBLIGATIONS 
 
The changes in the Academy’s long‐term obligations during fiscal year 2019 were as follows: 
 

Balance 
6/30/2018 Additions Reductions

Balance 
6/30/2019

Due within 
One Year

Net Pension/OPEB  Liabilities:
Net Pension Liability  $        3,446,296 -$                (18,783)$             $        3,427,513 -$              
Net OPEB Liability               717,754 -                  (442,659)                          275,095 -                
Total Net Pension/OPEB Liabilities            4,164,050 -                   (461,442)                       3,702,608 -                

 
Direct Borrowing: -                     -                  -                     -                     -             
Accel Schools - Notes Payable 3,681,769          -                  (991,571)            2,690,198          512,467        

Total 7,845,819$        -                (1,453,013)$      6,392,806$        512,467$     

 
During the fiscal year ended June 30, 2015, the Academy negotiated with its new management company 
Accel Schools to reclassify certain related party accounts payable and long‐term obligations held by the 
former  management  company,  Mosaica  Education.  Under  this  agreement,  Accel  forgave  $2,743,928 
worth of related party accounts payable and long‐term obligations, including a note to Mosaica Schools 
in the amount of $1,996,726 originally from 2016.  The remaining obligations were converted into a single 
note in the amount of $4,000,000 for a term of 30 years with an interest rate of 2.5%. Prior to fiscal year 
2018, the note was an interest only note of $8,333 per month with no principal payments due unless the 
Academy  is  operating at  a  surplus. However, during  the  fiscal  year  the Academy and Accel  agreed  to 
modify the terms of the note to begin including principal payments.  There are no prepayment penalties 
on the note.  In the event of default, the lender, at its option, may increase the interest rate up to 5.00 
percentage points over the current interest rate.  In addition, the terms of repayment can be accelerated 
and become  immediately due and payable.   Default  is defined as  late payment, non‐compliance with 
management  company  agreement,  providing  false  statements,  dissolution  or  insolvency,  creditor  or 
forfeiture proceedings, closer of the school.  A summary of future principal and interest payments due 
under the new terms are as follows: 
 

 
 

 
 
 
 
 
 
 

 
 
 

 

Year Ending June 30: Principal Interest

2020 512,467$            61,409$          

2021 525,429              48,450             

2022 538,714              35,163             

2023 552,338              21,539             

2024 561,250              7,572               

Total 2,690,198$        174,133$        

Promissory Note
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NOTE 7 – RISK MANAGEMENT 
 
The Academy is exposed to various risks of loss related to: torts, theft of, damage to, and destruction of 
assets, errors and omissions, injuries to employees, and natural disasters.   During fiscal year 2019, the 
Academy contracted with Pashley Insurance Agency for insurance coverage with the Hartford Casualty 
Insurance Company.  
 

General Liability:
Each Occurrence 1,000,000$  
Aggregate Limit 2,000,000    
Products - Completed Operations Aggregate Limit 2,000,000    
Medical Expense Limit - Any One Person/Occurrence 15,000         
Damage to Rented Premises - Each Occurrence 500,000       
Personal and Advertising Injury 1,000,000    

Automobile Liability:
Combined Single Limit 1,000,000    

Buildings 6,950,000    
Business Personal Property 607,800       

Excess/Umbrella Liability:

Each Occurrence 5,000,000    

Aggregate Limit 5,000,000     
 
Settled claims have not exceeded this commercial coverage in any of the prior three years and there have 
been no significant reductions in insurance coverage from the prior year. 
 

NOTE 8 – PURCHASED SERVICES 
 
For the fiscal year ended June 30, 2019, purchased service expenses were as follows: 
 

Purchased Services Amount
Personnel Services $2,476,737
Professional Services 782,979
Property Services 745,692
Utilities 89,423
Travel & Meetings 535
Communications 28,677
Contractual/ Trade 359,836

Pupil Transportation 17,286
Total $4,501,165

 
 

The amounts above includes pension and OPEB expense further explained in Notes 9 and 10. 
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NOTE 9 – DEFINED BENEFIT PENSION PLANS 
 
Net Pension Liability 
 
The net pension liability reported on the statement of net position represents a liability to employees for 
pensions.  Pensions  are  a  component  of  exchange  transactions—between  an  employer  and  its 
employees—of salaries and benefits for employee services.  Pensions are provided to an employee—on a 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for pensions is a present obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long‐
term  variables,  including  estimated  average  life  expectancies,  earnings  on  investments,  cost  of  living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   

 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy  cannot  control  benefit  terms  or  the manner  in which  pensions  are  financed;  however,  the 
Academy  does  receive  the  benefit  of  employees’  services  in  exchange  for  compensation  including 
pension.  

 
GASB 68  assumes  the  liability  is  solely  the obligation of  the  employer,  because  (1)  they benefit  from 
employee  services;  and  (2)  State  statute  requires  all  funding  to  come  from  these  employers.    All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State  legislature.   Any resulting  legislative change to benefits or funding could 
significantly affect the net pension liability.  Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net pension liability 
on  the  accrual  basis  of  accounting.    Any  liability  for  the  contractually‐required  pension  contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   

 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Plan  Description  –  Academy  non‐teaching  employees  participate  in  SERS,  a  statewide,  cost‐sharing 
multiple‐employer  defined  benefit  pension  plan  administered  by  SERS.    SERS  provides  retirement, 
disability and survivor benefits  to plan members and beneficiaries.   Authority  to establish and amend 
benefits  is provided by Ohio Revised Code Chapter 3309.   SERS issues a publicly available, stand‐alone 
financial  report  that  includes  financial  statements,  required  supplementary  information  and  detailed 
information about SERS’ fiduciary net position.  That report can be obtained by visiting the SERS website 
at www.ohsers.org under Employers/Audit Resources.  
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued)  
 
Plan Description ‐ School Employees Retirement System (SERS) – continued  
 
Age and service requirements for retirement are as follows: 
  

 
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the  Academy  is  required  to  contribute  14  percent  of  annual  covered  payroll.    The  contribution 
requirements  of  plan  members  and  employers  are  established  and  may  be  amended  by  the  SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent for 
employers.    The  Retirement  Board,  acting  with  the  advice  of  the  actuary,  allocates  the  employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B 
Fund, and Health Care Fund).  For the fiscal year ended June 30, 2019, the allocation to pension, death 
benefits, and Medicare B was 13.5 percent.  SERS allocated 0.5 percent of employer contributions to the 
Health Care Fund for fiscal year 2019. 
 
The Academy’s contractually required contribution to SERS was $52,166 for fiscal year 2019. 
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – Academy licensed teachers and other faculty members participate in STRS Ohio, a cost‐
sharing multiple‐employer  public  employee  retirement  system  administered  by  STRS.    STRS  provides 
retirement and disability benefits  to members and death and survivor benefits  to beneficiaries.    STRS 
issues  a  stand‐alone  financial  report  that  includes  financial  statements,  required  supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215‐3771, by calling (888) 227‐7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New  members  have  a  choice  of  three  retirement  plans;  a  Defined  Benefit  (DB)  Plan,  a  Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307. 
For the DB Plan, from August 1, 2015–July 1, 2017, any member could retire with reduced benefits who 
had (1) five years of service credit and age 60; (2) 26 years of service credit and age 55; or (3) 30 years of 
service  credit  regardless  of  age.  Effective  August  1,  2017–July  1,  2019,  any member may  retire with 
reduced benefits who has (1) five years of service credit and age 60; (2) 27 years of service credit and age  

 

Eligible to Retire before Eligible to Retire on or after

August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or

Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued)  
 
Plan Description ‐ State Teachers Retirement System (STRS) – continued  
 
55; or  (3) 30 years of service credit  regardless of age. Eligibility changes will  continue to be phased  in 
through August 1, 2026, when retirement eligibility for unreduced benefits will be five years of service 
credit and age 65, or 35 years of  service credit and at  least age 60. Retirement eligibility  for  reduced 
benefits will be five years of service credit and age 60, or 30 years of service credit regardless of age. 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.    The  remaining 4.5 percent of  the 14 percent employer  rate  is  allocated  to  the defined 
benefit unfunded liability.  Effective July 1, 2017, employer contributions of 9.53 percent are placed in the 
investment accounts and the remaining 4.47 percent of the 14 percent employer rate is allocated to the 
defined benefit unfunded  liability. A member  is eligible  to  receive a  retirement benefit at age 50 and 
termination of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum 
withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
In the Combined Plan, member contributions are allocated among investment choices by the member, 
and employer contributions are used to fund a defined benefit payment. A member’s defined benefit is 
determined by multiplying one percent of the member’s final average salary by the member’s years of 
service credit. The defined benefit portion of the Combined Plan payment is payable to a member on or 
after age 60 with five years of service. The DC portion of the account may be taken as a  lump sum or 
converted to a lifetime monthly annuity at age 50 and termination of employment. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another  STRS plan.    The optional  annuitization of  a member’s defined  contribution account or  the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of  investment gain or  loss on the account.   STRS has therefore  included all three plan 
options as one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with  five or more years of credited service who  is determined to be 
disabled  may  qualify  for  a  disability  benefit.    Eligible  survivors  of  members  who  die  before  service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance.  
 
Funding  Policy  –  Employer  and  member  contribution  rates  are  established  by  the  State  Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30,  2019,  plan members were  required  to  contribute  14  percent  of  their  annual  covered  salary.  The 
Academy was  required  to  contribute 14 percent;  the entire 14 percent was  the portion used  to  fund 
pension obligations.  The fiscal year 2019 contribution rates were equal to the statutory maximum rates. 
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued)  
 
Plan Description ‐ State Teachers Retirement System (STRS) – continued  
 
The Academy’s contractually required contribution to STRS was $229,608 for fiscal year 2019.   
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
 
The net pension liability was measured as of June 30, 2018, and the total pension liability used to calculate 
the  net  pension  liability  was  determined  by  an  independent  actuarial  valuation  as  of  that  date.  The 
Academy's employer allocation percentage of the net pension liability was based on the employer’s share 
of  employer  contributions  in  the  pension  plan  relative  to  the  total  employer  contributions  of  all 
participating  employers.  Following  is  information  related  to  the  proportionate  share  and  pension 
expense: 
 

 
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual  investment earnings, differences between expected and 
actual  actuarial  experience,  changes  in  assumptions  and  changes  in  the Academy’s  proportion of  the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense  over  current  and  future  periods.  The  difference  between  projected  and  actual  investment 
earnings is recognized in pension expense using a straight line method over a five year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight line method. Employer 
contributions to the pension plan subsequent to the measurement date are also required to be reported 
as a deferred outflow of resources.  
 
At June 30, 2019 the Academy reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  
 
 
 

 

SERS STRS Total

Proportion of the Net Pension Liability

  Prior Measurement Date 0.00912110% 0.01221344%

Proportion of the Net Pension Liability

  Current Measurement Date 0.01000610% 0.01298198%

Change in Proportionate Share 0.00088500% 0.00076854%

Proportionate Share of the Net Pension

  Liability 573,068               2,854,445            3,427,513            

Pension Expense 117,945               448,874               566,819               
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued)  
 

 
 
$281,774  reported  as  deferred  outflows  of  resources  related  to  pension  resulting  from  Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2020.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to pension will be recognized in pension expense as follows: 
 
 
 
 
 
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 31,430                 65,889                 97,319                 

Changes of assumptions 12,940                 505,861               518,801               

Net difference between projected and

  actual earnings on pension plan investments -                       -                       -                       

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 105,334               522,241               627,575               

Academy contributions subsequent to the 

  measurement date 52,166                 229,608               281,774               

Total Deferred Outflows of Resources 201,870               1,323,599            1,525,469            

-                       -                       

Deferred Inflows of Resources

Differences between expected and

  actual experience -                       18,641                 18,641                 

Changes of assumptions -                       -                       -                       

Net difference between projected and

  actual earnings on pension plan investments 15,876                 173,089               188,965               

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 573                      -                       573                      

Total Deferred Inflows of Resources 16,449                 191,730               208,179               
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued)  
  

 
Actuarial Assumptions ‐ SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67, 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment terminations).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits  for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and  the historical pattern of  sharing benefit  costs between  the employers and plan 
members  to  that point.  The projection of benefits  for  financial  reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long‐term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the  benefits,  if  any,  paid  to  the  employee  after  termination  of  employment  until  the  death  of  the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key  methods  and  assumptions  used  in  calculating  the  total  pension  liability  in  the  latest  actuarial 
valuation, prepared as of June 30, 2018, are presented below: 
 
 
 
 
 
 

SERS STRS Total

Fiscal Year Ending June 30:

2020 112,287               425,003                537,290               

2021 44,643                 324,473                369,116               

2022 (18,807)                161,201                142,394               

2023 (4,868)                  (8,416)                   (13,284)                

-                       

-                                             -                       

Total 133,255               902,261                1,035,516            
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued)  
 
Actuarial Assumptions – SERS – continued  
 

 
 
For post‐retirement mortality, the table used in evaluating allowances to be paid is the RP‐2014 Blue Collar 
Mortality Table with fully generational projection and Scale BB, with 120 percent of male rates and 110 
percent of female rates used. The RP‐2000 Disabled Mortality Table with 90 percent for male rates and 
100 percent for female rates set back five years is used for the period after disability retirement.  
 
The  long‐term  return  expectation  for  the  Pension  Plan  Investments  has  been  determined  by  using  a 
building‐block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A  forecasted  rate  of  inflation  serves  as  the  baseline  for  the  return  expectation.    Various  real  return 
premiums over  the baseline  inflation  rate have been established  for  each asset  class.    The  long‐term 
expected nominal rate of return has been determined by calculating an arithmetic weighted average of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the expected return from rebalancing uncorrelated asset classes. The asset allocation, as used in the June 
30, 2015 five‐year experience study, is summarized as follows: 
 

 
 
Discount Rate Total pension liability was calculated using the discount rate of 7.50 percent. The projection 
of  cash  flows  used  to  determine  the  discount  rate  assumed  that  employers  would  contribute  the 
actuarially  determined  contribution  rate  of  projected  compensation  over  the  remaining  26‐year 
amortization  period  of  the  unfunded  actuarial  accrued  liability.  Projected  inflows  from  investment 
earnings were calculated using the long‐term assumed investment rate of return (7.50 percent). Based on 
those  assumptions,  the  plan’s  fiduciary  net  position was  projected  to  be  available  to make  all  future 
benefit payments of current plan members. Therefore, the long‐term expected rate of return on pension 
plan investments was applied to all periods of projected benefits to determine the total pension liability.  

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)
COLA or Ad Hoc COLA 2.50 percent, on and after April 1, 2018, COLA's for future retirees 

will be delayed for three years following commencement

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued)  
 
Actuarial Assumptions – SERS – continued  
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the  following table presents  the Academy’s proportionate share of  the net pension  liability calculated 
using the discount rate of 7.50 percent, as well as what the Academy’s net pension liability would be if it 
were calculated using a discount rate that is one percentage point lower (6.50 percent), or one percentage 
point higher (8.50 percent) than the current rate. 

  
 
Actuarial Assumptions ‐ STRS 
 
The  total  pension  liability  in  the  July  1,  2018  actuarial  valuation was  determined  using  the  following 
actuarial assumptions, applied to all periods included in the measurement:  
 

 
 
Post‐retirement mortality rates are based on RP‐2014 Annuitant Mortality Table with 50 percent of rates 
through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 and 
84, and 100 percent of rates thereafter, projected forward generationally using mortality improvement 
scale MP‐2016; pre‐retirement mortality rates are based on RP‐2014 Employee Mortality Table, projected 
forward generationally using mortality improvement scale MP‐2016. 
 
The actuarial assumptions used in the July 1, 2018 valuation, were adopted by the board from the results 
of an actuarial experience study for July 1, 2011, through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 
 
 
 
 
 

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

Academy's proportionate share

  of the net pension liability $807,209 $573,068 $376,756

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Projected Payroll Growth 3.00 percent
Cost-of-Living Adjustments 0.00 percent
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued)  
 
Actuarial Assumptions – STRS – continued  
 

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.  Over  a  30‐year  period,  STRS’  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2018. The projection of cash flows used to determine the discount rate assumes that employer and 
member contributions will be made at statutory contribution rates of 14 percent each. For this purpose, 
only  employer  contributions  that  are  intended  to  fund  benefits  of  current  plan  members  and  their 
beneficiaries are included. Based on those assumptions, STRS’ fiduciary net position was projected to be 
available to make all projected future benefit payments to current plan members as of June 30, 2018. 
Therefore, the long‐term expected rate of return on pension plan investments of 7.45 percent was applied 
to all periods of projected benefit payments to determine the total pension liability as of June 30, 2018. 
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the Academy's proportionate share of the net pension liability as of 
June 30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as 
what the Academy's proportionate share of the net pension liability would be if it were calculated using a 
discount  rate  that  is  one‐percentage‐point  lower  (6.45 percent)  or  one‐percentage‐point  higher  (8.45 
percent) than the current assumption:  

  
 
 

 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share

  of the net pension liability $4,168,543 $2,854,445 $1,742,241
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS 
 
Net OPEB Asset/Liability 

 
The net OPEB asset/liability reported on the statement of net position represents an asset or liability to 
employees  for  OPEB.  OPEB  is  a  component  of  exchange  transactions‐–between  an  employer  and  its 
employees—of salaries and benefits for employee services.   OPEB are provided to an employee—on a 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services  each  financial  period.    The  obligation  to  sacrifice  resources  for  OPEB  is  a  present  obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net OPEB asset/liability represents the Academy’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB asset/liability calculation is dependent on critical long‐
term  variables,  including  estimated  average  life  expectancies,  earnings  on  investments,  cost  of  living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting these estimates annually.   

 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which OPEB are financed; however, the Academy 
does receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the asset/liability is solely that of the employer, because they benefit from employee 
services.   OPEB contributions come from these employers and health care plan enrollees, which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio Revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
to benefits or funding could significantly affect the net OPEB asset/liability. Resulting adjustments to the 
net OPEB asset/liability would be  effective when  the  changes  are  legally  enforceable.  The  retirement 
systems may allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net OPEB asset/ 
liability on the accrual basis of accounting.  Any liability for the contractually‐required OPEB contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   

 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Health Care Plan Description ‐ The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non‐certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a 
cost‐sharing  other  postemployment  benefit  (OPEB)  plan.    SERS’ Health Care  Plan provides  healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the death of a member or retiree, are eligible for SERS’ health care coverage. Most retirees and  
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Plan Description ‐ School Employees Retirement System (SERS) – continued  
 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self‐insured preferred provider 
organization  for  its  non‐Medicare  retiree  population.  For  both  groups,  SERS  offers  a  self‐insured 
prescription drug program. Health care  is a benefit  that  is permitted, not mandated, by  statute.    The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the 
plan selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding  Policy  ‐  State  statute  permits  SERS  to  fund  the  health  care  benefits  through  employer 
contributions.    Each  year,  after  the  allocation  for  statutorily  required  pensions  and  benefits,  the 
Retirement Board may allocate  the  remainder of  the employer  contribution of 14 percent of  covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2019, 0.5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro‐rated if 
less than a full year of service credit was earned. For fiscal year 2019, this amount was $21,600. Statutes 
provide that no employer shall pay a health care surcharge greater than 2.0 percent of that employer’s 
SERS‐covered payroll; nor may SERS collect  in aggregate more than 1.5 percent of  the  total statewide 
SERS‐covered  payroll  for  the  health  care  surcharge.    For  fiscal  year  2019,  the  Academy’s  surcharge 
obligation was $1,560.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The Academy’s contractually required contribution to SERS was 
$3,492 for fiscal year 2019.     
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost‐sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part 
B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the 
report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227‐7877. 
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Plan Description ‐ State Teachers Retirement System (STRS) – continued  
 
Funding  Policy  –  Ohio  Revised  Code  Chapter  3307  authorizes  STRS  to  offer  the  Plan  and  gives  the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed  
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees,  for  the most  recent  year,  pay  a  portion  of  the  health  care  costs  in  the  form of  a monthly 
premium.  Under Ohio law, funding for post‐employment health care may be deducted from employer 
contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2019, STRS did 
not allocate any employer contributions to post‐employment health care.   
 
OPEB Assets/Liabilities, OPEB Expense, and Deferred Outflows/Inflows of Resources Related to OPEB  
 
The net OPEB asset/liability was measured as of June 30, 2018, and the total OPEB asset/liability used to 
calculate  the  net  OPEB  asset/liability  was  determined  by  an  actuarial  valuation  as  of  that  date.  The 
Academy's proportion of the net OPEB asset/liability was based on the Academy's share of contributions 
to the respective retirement systems relative to the contributions of all participating entities.  Following 
is information related to the proportionate share and OPEB expense: 

 

 
 
At June 30, 2019, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  
 
 
 
 
 
 
 
 
 
 
 

SERS STRS Total

Proportion of the Net OPEB Liability

  Prior Measurement Date 0.00898860% 0.01221344%

Proportion of the Net OPEB Liability/asset

  Current Measurement Date 0.00991590% 0.01298198%

Change in Proportionate Share 0.00092730% 0.00076854%

Proportionate Share of the Net OPEB

  Liability/(asset) 275,095               (208,606)              66,489                 

OPEB Expense 29,299                 (432,791)              (403,492)              
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 

 
$3,492 reported as deferred outflows of resources related to OPEB resulting from Academy contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending  June 30, 2020.   Other amounts  reported as deferred outflows of  resources and deferred 
inflows of resources related to OPEB will be recognized in OPEB expense as follows:  
 
 
 
 
 
 
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 4,491$                 24,366$               28,857$               

Changes of assumptions -                       -                       -                       

Net difference between projected and

  actual earnings on OPEB plan investments -                       -                       -                       

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 49,464                 102,923               152,387               

Academy contributions subsequent to the 

  measurement date 3,492                   -                       3,492                   

Total Deferred Outflows of Resources 57,447$               127,289$             184,736$             

-                       -                       

Deferred Inflows of Resources

Differences between expected and

  actual experience -$                     12,154$               12,154$               

Changes of assumptions 24,714                 284,244               308,958               

Net difference between projected and

  actual earnings on OPEB plan investments 412                      23,832                 24,244                 

Changes in proportion and differences

    between contributions and proportionate

    share of contributions -                       -                       -                       

Total Deferred Inflows of Resources 25,126$               320,230$             345,356$             
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 

 
 
Actuarial Assumptions ‐ SERS 
 
The  total  OPEB  liability  was  determined  by  an  actuarial  valuation  as  of  June  30,  2018.  The  actuarial 
assumptions used in the valuation are based on results from the most recent actuarial experience study, 
which covered the five‐year period ending June 30, 2015. The experience study report is dated April 2016. 
The total OPEB liability used the following assumptions and other inputs: 
 

 
 
Mortality rates were based on the RP‐2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of  female rates. RP‐2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The long‐term expected rate of return on plan factors are considered in evaluating the long‐term rate of 
return assumption including long‐term historical data, estimates inherent in current market data, and a 
long‐normal distribution analysis  in which best‐estimate ranges of expected future real rates of return 
were developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long‐term expected rate of return, 7.50 percent, by weighting the expected future real rates  
 

SERS STRS Total

Fiscal Year Ending June 30:

2020 9,286                          (33,300)                       (24,014)                       

2021 7,854                          (33,300)                       (25,446)                       

2022 3,317                          (33,302)                       (29,985)                       

2023 3,489                          (27,886)                       (24,397)                       

2024 3,462                          (25,988)                       (22,526)                       

Thereafter 1,421                          (39,165)                       (37,744)                       

Total 28,829                        (192,941)                     (164,112)                     

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Municipal Bond Index Rate

Measurement Date 3.62 percent
Prior Measurement Date 3.56 percent

Single Equivalent Interest Rate
Measurement Date 3.70 percent, net of plan investment expense, including price inflation
Prior Measurement Date 3.63 percent, net of plan investment expense, including price inflation

Health Care Cost Trend Rate
Medicare 5.375 percent - 4.75 percent
Pre-Medicare 7.25 percent - 4.75 percent

Attachment 26: Audited Financial Statements Page 2135



COLUMBUS HUMANITIES, ARTS & TECHNOLOGY ACADEMY ‐ FRANKLIN COUNTY, OHIO 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2019 

 

35 
 

NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – SERS – continued  
 
of return by the target asset allocation percentage and then adding expected inflation. The capital market 
assumptions developed by the investment consultant are intended for use over a 10‐year horizon and 
may not be useful in setting the long‐term rate of return for funding pension plans which covers a longer 
timeframe.  The assumption  is  intended  to be  a  long‐term assumption and  is  not  expected  to  change 
absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental 
change in the market that alters expected returns in future years. 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 
as used in the June 30, 2015 five‐year experience study, are summarized as follows: 
 

 
 

Discount  Rate  The  discount  rate  used  to measure  the  total  OPEB  liability  at  June  30,  2018 was  3.70 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2018 was 3.63 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be made 
from members and the System at the contribution rate of 2.00 percent of projected covered payroll each 
year, which includes a 1.50 percent payroll surcharge and 0.50 percent of contributions from the basic 
benefits  plan.  Based  on  these  assumptions,  the  OPEB  plan’s  fiduciary  net  position  was  projected  to 
become  insufficient  to  make  future  benefit  payments  during  the  fiscal  year  ending  June  30,  2026. 
Therefore,  the  long‐term expected  rate of  return on OPEB plan assets was used  to present  value  the 
projected  benefit  payments  through  the  fiscal  year  ending  June  30,  2025  and  the  Fidelity  General 
Obligation 20‐year Municipal Bond Index rate of 3.62 percent, as of June 30, 2018 (i.e., municipal bond 
rate), was used to present value the projected benefit payments for the remaining years in the projection. 
The total present value of projected benefit payments  from all  years was then used to determine the 
single rate of return that was used as the discount rate. The projection of future benefit payments for all 
current plan members was until the benefit payments ran out. 
 
Sensitivity of the Academy's Proportionate Share of the Net OPEB Liability to Changes in the Discount 
Rate and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in 
the discount rate and the health care cost trend rate. The following table presents the net OPEB liability 
and what the net OPEB liability would be if it were calculated using a discount rate that is one percentage 
 

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – SERS – continued  
 
point lower (2.70 percent) and higher (4.70 percent) than the current discount rate (3.70 percent). Also 
shown is what the net OPEB liability would be based on health care cost trend rates that are one percent 
lower (6.25 percent decreasing to 3.75 percent) and one percent higher (8.25 percent decreasing to 5.75 
percent) than the current rate. 
  

 

   
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2018, actuarial valuation are presented below:   

 

 
 

Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 
For  healthy  retirees  the mortality  rates  are  based  on  the  RP‐2014 Annuitant Mortality  Table with  50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between 
ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality 
improvement scale MP‐2016. For disabled retirees, mortality rates are based on the RP‐2014 Disabled 
Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected forward 
generationally using mortality improvement scale MP‐2016. 
 
Actuarial  assumptions  used  in  the  June  30,  2018,  valuation  are  based  on  the  results  of  an  actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  

Current

1% Decrease Discount Rate 1% Increase

(2.70%) (3.70%) (4.70%)

Academy's proportionate share

  of the net OPEB liability $333,805 $275,095 $228,606

Current

1% Decrease Trend Rate 1% Increase

(6.25 % decreasing (7.25 % decreasing (8.25 % decreasing

to 3.75%) to 4.75%) to 5.75%)

Academy's proportionate share

  of the net OPEB liability $221,950 $275,095 $345,465

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Health Care Cost Trend Rates -5.23 percent to 9.62 percent, initial, 4.00 percent ultimate
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – STRS – continued  
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.    Over  a  30‐year  period,  STRS'  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total OPEB asset/liability was 7.45 percent as of 
June 30, 2018. The projection of cash flows used to determine the discount rate assumed STRS continues 
to allocate no employer contributions to the health care fund. Based on those assumptions, the OPEB 
plan’s fiduciary net position was projected to be available to make all projected future benefit payments 
to current plan members as of June 30, 2018. Therefore, the long‐term expected rate of return on health 
care  plan  investments  of  7.45  percent  was  applied  to  all  periods  of  projected  benefit  payments  to 
determine the total OPEB liability as of June 30, 2018.  
 
Sensitivity  of  the Academy’s  Proportionate  Share of  the Net OPEB Asset/Liability  to  Changes  in  the 
Discount and Health Care Cost Trend Rate The following table represents the net OPEB asset/liability as 
of June 30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as 
what the net OPEB asset/liability would be if it were calculated using a discount rate that is one percentage 
point lower (6.45 percent) or one percentage point higher (8.45 percent) than the current assumption. 
Also shown is the net OPEB liability as of June 30, 2018, calculated using health care cost trend rates that 
are one percentage point lower or one percentage point higher than the current health care cost trend 
rates. 
 
 
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – STRS – continued  
 

 

  
 
NOTE 11 ‐ CONTINGENCIES 
 
Grants ‐ The Academy received financial assistance from federal and state agencies in the form of grants.  
The disbursement of funds received under these programs generally requires compliance with terms and 
conditions  specified  in  the  grant  agreements  and  are  subject  to  audit  by  the  grantor  agencies.    Any 
disallowed claims resulting from such audits could become a liability of the Academy.  However, in the 
opinion of management, any such disallowed claims will not have a material adverse effect on the overall 
financial position of the Academy at June 30, 2019. 
 
Litigation ‐ There are currently no matters in litigation with the Academy as defendant. 

 
Full‐Time Equivalency ‐ Academy foundation funding is based on the annualized full‐time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for  Foundation  funding  purposes.   Community  schools  must  provide  documentation  that  clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  
 

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share

  of the net OPEB asset $178,796 $208,606 $233,662

Current

1% Decrease Trend Rate 1% Increase

Academy's proportionate share

  of the net OPEB asset $232,248 $208,606 $184,598
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NOTE 11 – CONTINGENCIES (continued) 
 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation  funding  due  to  a  lack  of  evidence  to  support  student  participation  and  other matters  of 
noncompliance. ODE did not perform such a review on the Academy for fiscal year 2019.   
 
As of the date of this report, all ODE adjustments have been completed. 

 
In addition, the School’s contracts with their Sponsor and Management Company require payment based 
on revenues received from the State.  As discussed above, all ODE adjustments through fiscal year 2019 
have been completed.  A reconciliation between payments previously made and the FTE adjustments has 
taken place with these contracts.  
 

NOTE 12 – BUILDING LEASES 
 
The Academy entered into a lease for the period from July 31, 2015 through June 30, 2035 with Global 
School Properties, Ohio, LLC, a wholly owned subsidiary of Accel Schools, LLC., a related party, for the use 
of the Academy’s building as a school facility. Rents for 2019 totaled $700,194. The lease is a triple net 
lease with annual base rent at $679,800. There are scheduled inflationary rent adjustments effective July 
1 of each year, with the exception of year 2. During fiscal year 2019, the owner invested no additional 
renovation funds in the property. 
 
The following is a schedule of the future minimum payments for base rent required under the lease as of 
June 30, 2019 (does not include additional building investments by the owner / landlord or facility costs 
pass‐throughs): 

Fiscal Year Ending 
June 30 Amount

2020 721,200$             
2021 742,838
2022 765,123
2023 788,077
2024 811,719

2025-2029 4,438,814
2030-2034 5,145,802

2035 380,729
Total minimum lease payments 13,794,302$       
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NOTE 13 ‐ SPONSOR 
 
The Academy was approved for operation under a contract with the Ohio Council of Community Schools 
Council (the Sponsor). As part of this contract, which expires on June 30, 2023, the Sponsor is entitled to 
a maximum of 2% of foundation revenues.  Total amount due and paid for fiscal year 2019 was $89,130. 

 
NOTE 14 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES 
 
The Academy entered into an agreement with Accel Schools, a management company, to provide legal, 
financial, and other management support services for fiscal year 2019. The agreement was for a period of 
five  years  beginning  July  1,  2015. Management  fees  are  calculated  as  12.5%  of  the  Academy’s  State 
Revenue, plus $20,000 for managing Federal Funds. The total amount due from the Academy for the fiscal 
year ending June 30, 2019 was $578,312 and is included under “Purchased Services” on the Statement of 
Revenues, Expenses and Changes in Net Position. 
 
Also per the management agreement there are expenses that will be billed to the Academy based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of Accel employees working 
in at the Academy and other costs related to providing education and administrative services. The total 
amount billed to the Academy inclusive of management fees during fiscal year 2019 was $3,540,850. 
 
The following table is a summary of the management company expenses during fiscal year 2019: 
 

 
 
Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro‐rated based on 
full time equivalent (FTE) head count as of June 30, 2019 by each school it manages.  
 

 Columbus Humanities, Arts & Tech Academy 

 Regular Instruction
(1100 Function Codes) 

 Special Instruction
(1200 Function Codes) 

 Support Services
(2000 Function Codes) 

 Total 

                                1,100                                 1,200                                 2,000 
Direct Expenses: 
Salaries & Wages (100 Object Codes) 1,530,728                        123,162                           326,745                           1,980,635          
Employees’ Benefits (200 Object Codes) 286,134                           27,359                             43,109                             356,602             
Professional & Technical Services (410 Object Codes) 22,200                             22,200               
Supplies (510 Object Codes) 4,865                               1,938                               6,803                 
Other Direct Costs (All Other Object Codes) 24,867                             7,171                               32,038               
Total Direct Expenses 1,846,594                        150,520                           401,163                           2,398,277          
  
Indirect Expenses:  
Overhead 478,626                           478,626             
  
Total Expenses 1,846,594                        150,520                           879,789                           2,876,903          
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NOTE 15 ‐ IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES  
 
For  the  fiscal  year  ended  June  30,  2019,  the  Academy  has  implemented  Governmental  Accounting 
Standards Board (GASB) Statement No. 83, Certain Asset Retirement Obligations and GASB Statement No. 
88, Certain Disclosures Related to Debt, including Direct Borrowings and Direct Placements. 
 
GASB Statement No. 83 establishes criteria for determining the timing and pattern of recognition of a 
liability  and  a  corresponding  deferred  outflow  of  resources  for  asset  retirement  obligations.  The 
implementation of GASB  Statement No.  83 did not have an effect  on  the  financial  statements of  the 
Academy. 
 
GASB Statement No. 88 establishes additional financial statement note disclosure requirements related 
to debt obligations of governments,  including direct borrowings and direct placements. These changes 
were incorporated in the School’s fiscal year 2019 financial statements; however, there was no effect on 
beginning net position. 
 

NOTE 16 ‐ MANAGEMENT PLAN 
 
For fiscal year 2019, the Academy had a net position deficit of $(4,352,207), which includes the impact of 
the net pension and OPEB assets/liabilities and related accruals. The Academy’s net deficit in fiscal year 
2019 improved from the $(5,181,974) net deficit in fiscal 2018. Enrollment increased in fiscal year 2019 
to 560, up from 542 in fiscal year 2018.  The Academy’s ability to maintain a stable administrative and 
instructional team along with active advertising via print, radio, mailings and through referrals of current 
parents is anticipated to help produce the likelihood of future enrollment growth leading to surpluses and 
provide an opportunity for the academy to recover from its prior deficits. 
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2019 2018 2017 2016 2015 2014
Academy's Proportion of the Net Pension

Liability 0.0100061% 0.0091211% 0.0071490% 0.0055871% 0.005899% 0.005899%

Academy's Proportionate Share of the Net
Pension Liability 573,068$        544,966$        523,241$        318,805$        298,545$        350,795$        

Academy's Covered Payroll 349,163$        278,664$        283,214$        168,202$        162,006$        232,832$        

Academy's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 164.13% 195.56% 184.75% 189.54% 184.28% 150.66%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 71.36% 69.50% 62.98% 69.16% 71.70% 65.52%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net Pension Liability

School Employees Retirement System of Ohio
Last Six Fiscal Years (1)
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2019 2018 2017 2016 2015 2014
Academy's Proportion of the Net Pension

Liability 0.01298198% 0.01221344% 0.01023607% 0.00985991% 0.00950472% 0.00950472%

Academy's Proportionate Share of the Net
Pension Liability 2,854,445$        2,901,330$        3,426,321$        2,724,991$        2,311,877$        2,753,893$        

Academy's Covered Payroll 1,475,836$        1,342,721$        1,033,500$        1,028,714$        1,057,685$        917,746$          

Academy's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 193.41% 216.08% 331.53% 264.89% 218.58% 300.07%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 77.31% 75.29% 66.80% 72.10% 74.70% 69.30%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net Pension Liability

State Teachers Retirement System of Ohio
Last Six Fiscal Years (1)
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2019 2018 2017 2016 2015 2014 2013 2012 2011 2010

Contractually Required Contribution 52,166$          47,137$          39,013$          39,650$          22,169$          22,454$          32,224$          23,671$          17,912$          30,567$          

Contributions in Relation to the 
Contractually Required Contribution (52,166)           (47,137)           (39,013)           (39,650)           (22,169)           (22,454)           (32,224)           (23,671)           (17,912)           (30,567)           

Contribution Deficiency (Excess) -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 

Academy's Covered Payroll 386,415$        349,163$        278,664$        283,214$        168,202$        162,006$        232,832$        175,993$        142,498$        225,753$        

Contributions as a Percentage of
Covered Payroll 13.50% 13.50% 14.00% 14.00% 13.18% 13.86% 13.84% 13.45% 12.57% 13.54%

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Contributions - Pension

School Employees Retirement System of Ohio
Last Ten Fiscal Years 
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2019 2018 2017 2016 2015 2014 2013 2012 2011 2010

Contractually Required Contribution 229,608$          206,617$          187,981$          144,690$          144,020$          137,499$          119,307$          126,221$          151,056$          132,416$          

Contributions in Relation to the 
Contractually Required Contribution (229,608)           (206,617)           (187,981)           (144,690)           (144,020)           (137,499)           (119,307)           (126,221)           (151,056)           (132,416)           

Contribution Deficiency (Excess) -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 

Academy's Covered Payroll 1,640,057$        1,475,836$        1,342,721$        1,033,500$        1,028,714$        1,057,685$        917,746$          970,931$          1,161,969$        1,018,585$        

Contributions as a Percentage of
Covered Payroll 14.00% 14.00% 14.00% 14.00% 14.00% 13.00% 13.00% 13.00% 13.00% 13.00%

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Contributions - Pension

State Teachers Retirement System of Ohio
Last Ten Fiscal Years 
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2019 2018 2017
Academy's Proportion of the Net OPEB

Liability 0.0099159% 0.0089886% 0.0069940%

Academy's Proportionate Share of the Net
OPEB Liability 275,095$        241,230$        199,354$        

Academy's Covered Payroll 349,163$        278,664$        283,214$        

Academy's Proportionate Share of the Net
OPEB Liability as a Percentage
of its Covered Payroll 78.79% 86.57% 70.39%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability 13.57% 12.46% 11.49%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net OPEB Liability

School Employees Retirement System of Ohio
Last Three Fiscal Years (1)
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2019 2018 2017
Academy's Proportion of the Net OPEB

Liability/Asset 0.01298198% 0.01221344% 0.01023607%

Academy's Proportionate Share of the Net
OPEB Liability/(Asset) (208,606)$         476,524$          547,428$          

Academy's Covered Payroll 1,475,836$        1,342,721$        1,033,500$        

Academy's Proportionate Share of the Net
OPEB Liability/Asset as a Percentage
of its Covered Payroll -14.13% 35.49% 52.97%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability/Asset 176.00% 47.11% 37.30%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net OPEB Asset/Liability

State Teachers Retirement System of Ohio
Last Three Fiscal Years (1)
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2019 2018 2017 2016 2015 2014 2013 2012 2011 2010

Contractually Required Contribution (1) 3,492$            6,058$            5,844$            2,463$            1,379$       1,303$            1,820$            1,025$            834$              1,200$            

Contributions in Relation to the 
Contractually Required Contribution (3,492)            (6,058)            (5,844)            (2,463)            (1,379)        (1,303)            (1,820)            (1,025)            (834)               (1,200)            

Contribution Deficiency (Excess) -                 -                 -                 -                 -            -                 -                 -                 -                 -                 

Academy's Covered Payroll 386,415$        349,163$        278,664$        283,214$        168,202$    162,006$        232,832$        175,993$        142,498$        225,753$        

OPEB Contributions as a Percentage of
Covered Payroll (1) 0.90% 1.74% 2.10% 0.87% 0.82% 0.80% 0.78% 0.58% 0.59% 0.53%

(1) Includes Surcharge

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Contributions - OPEB

School Employees Retirement System of Ohio
Last Ten Fiscal Years 

Attachment 26: Audited Financial Statements Page 2149



COLUMBUS HUMANITIES, ARTS & TECHNOLOGY ACADEMY ‐ FRANKLIN COUNTY, OHIO 
 

 

49 
 

 
 

2019 2018 2017 2016 2015 2014 2013 2012 2011 2010

Contractually Required Contribution -$                     -$                     -$                 -$                 -$                 10,577$            9,177$              9,709$              11,620$            10,186$            

Contributions in Relation to the 
Contractually Required Contribution -                      -                      -                  -                  -                  (10,577)            (9,177)              (9,709)              (11,620)            (10,186)            

Contribution Deficiency (Excess) -$                     -$                     -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 

Academy's Covered Payroll 1,640,057$            1,475,836$            1,342,721$        1,033,500$        1,028,714$        1,057,685$        917,746$          970,931$          1,161,969$        1,018,585$        

Contributions as a Percentage of
Covered Payroll 0.00% 0.00% 0.00% 0.00% 0.00% 1.00% 1.00% 1.00% 1.00% 1.00%

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy's Contributions - OPEB

State Teachers Retirement System of Ohio
Last Ten Fiscal Years 
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NOTE 1 ‐ NET PENSION LIABILITY 
 
Changes in Assumptions ‐ SERS 

 

For fiscal year 2017, the SERS Board adopted the following assumption changes: 

 Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent 

 Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent 

 Assumed real wage growth was reduced from 0.75 percent to 0.50 percent 

 Rates of withdrawal, retirement and disability were updated to reflect recent experience. 

 Mortality among active members was updated to RP‐2014 Blue Collar Mortality Table with fully 

generational projection and a five year age set‐back for both males and females. 

 Mortality among service retired members, and beneficiaries was updated to RP‐2014 Blue Collar 

Mortality Table with fully generational projection with Scale BB, 120 percent of male rates, and 

110 percent of female rates. 

 Mortality among disabled members was updated to RP‐2000 Disabled Mortality Table, 90 

percent for male rates and 100 percent for female rates, set back five years is used for the 

period after disability retirement.   

 

Changes in Benefit Terms ‐ SERS 

For fiscal year 2018, the cost‐of‐living adjustment was changed from a fixed 3.00 percent to a cost‐of‐
living adjustment  that  is  indexed  to CPI‐W not greater  than 2.50 percent with a  floor of  zero percent 
beginning January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has 
enacted a three‐year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the Retirement Board approved several changes to the actuarial assumptions in 2017. 
The  long  term  expected  rate  of  return was  reduced  from  7.75  percent  to  7.45  percent,  the  inflation 
assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered 
to 3.00 percent, and total salary increases rate was lowered by decreasing the merit component of the 
individual salary increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy 
and  disabled mortality  assumptions were  updated  to  the  RP‐2014 mortality  tables with  generational 
improvement  scale MP‐2016. Rates of  retirement,  termination and disability were modified  to better 
reflect anticipated future experience. 
 

Changes in Benefit Terms ‐ STRS 

 

For fiscal year 2018, the cost‐of‐living adjustment (COLA) was reduced to zero.  
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NOTE 2 ‐ NET OPEB LIABILITY 
 
Changes in Assumptions – SERS 
 
Amounts  reported  for  fiscal  year  2019  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 3.56 percent to 3.62 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased from 3.63 percent to 3.70 percent. The health care cost trend assumptions changed as follows:  
 
Pre‐Medicare 
   Fiscal year 2018   7.50 percent initially, decreasing to 4.00 percent 

Fiscal year 2019 7.25 percent initially, decreasing to 4.75 percent 
Medicare 
  Fiscal year 2018   5.50 percent initially, decreasing to 5.00 percent 

Fiscal year 2019 5.375 percent initially, decreasing to 4.75 percent 
 

Amounts  reported  for  fiscal  year  2018  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 2.92 percent to 3.56 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased from 2.98 percent to 3.63 percent. 
 
Changes in Benefit Terms ‐ SERS 

There have been no changes to the benefit provisions. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2019, the discount rate was increased from the blended rate of 4.13 percent to the long‐
term expected rate of return of 7.45 percent. Valuation year per capita health care costs were updated. 
Health care cost trend rates ranged from 6.00 percent to 11 percent initially and a 4.50 percent ultimate 
rate for fiscal year 2018 and changed for fiscal year 2019 to a range of  ‐5.20 percent to 9.60 percent, 
initially and a 4.00 ultimate rate. 
 
For fiscal year 2018, the blended discount rate was increased from 3.26 percent to 4.13 percent. Valuation 
year per capita health care costs were updated, and the salary scale was modified. The percentage of 
future retirees electing each option was updated based on current data and the percentage of  future 
disabled  retirees  and  terminated  vested  participants  electing  health  coverage  were  decreased.  The 
assumed  mortality,  disability,  retirement,  withdrawal  and  future  health  care  cost  trend  rates  were 
modified along with the portion of rebated prescription drug costs. 
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NOTE 2 ‐ NET OPEB LIABILITY (Continued) 
 
Changes in Benefit Terms – STRS 
 
For fiscal year 2019, the subsidy multiplier for non‐Medicare benefit recipients was increased from 1.9 
percent to 1.944 percent per year of service effective January 1, 2019. The non‐Medicare frozen subsidy 
base  premium  was  increased  effective  January  1,  2019  and  all  remaining Medicare  Part  B  premium 
reimbursements will be discontinued beginning January 1, 2020. 
 
For  fiscal  year 2018,  the  subsidy multiplier  for non‐Medicare benefit  recipients was  reduced  from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. This was subsequently extended, see above paragraph.  
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December 22, 2019 
 
To the Board of Directors 
Columbus Humanities, Arts and Technology Academy 
Franklin County, Ohio 
1333 Morse Road 
Columbus, Ohio  43229 

 
 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the Columbus Humanities, Arts and 
Technology Academy, Franklin County, Ohio (the “Academy”) as of and for the year ended June 30, 2019, and 
the related notes to the financial statements, which collectively comprise the Academy’s basic financial 
statements, and have issued our report thereon dated December 22, 2019, in which we noted the Academy has 
suffered recurring losses from operations and has a net position deficit of $4,352,207, including the net effect of 
net pension liability, net OPEB asset/liability and related accruals totaling $2,337,332, that raises substantial doubt 
about its ability to continue as a going concern.  
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the Academy's internal control 
over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of the Academy’s internal control. Accordingly, we do not express an 
opinion on the effectiveness of the Academy’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance.  
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Columbus Humanities, Arts and Technology Academy  
Independent Auditor’s Report on Internal Control over Financial Reporting  
   and on Compliance and Other Matters Based on an Audit of  
   Financial Statements Performed in Accordance with  

Government Auditing Standards 

Page 2 of 2 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified. 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Academy's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of 
our tests disclosed no instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 

 
 
 
 

Cambridge, Ohio 
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December 22, 2019 
 
To the Board of Directors 
Columbus Humanities, Arts and Technology Academy 
Franklin County, Ohio 
1333 Morse Road 
Columbus, Ohio 43229 

 
Independent Auditor’s Report on Compliance for Each Major Federal  

Program and Report on Internal Control over Compliance  
Required by the Uniform Guidance 

 
Report on Compliance for Each Major Federal Program 
 
We have audited the Columbus Humanities, Arts and Technology Academy’s, Franklin County, Ohio 
(the “Academy”) compliance with the types of compliance requirements described in the OMB 
Compliance Supplement that could have a direct and material effect on each of the Academy’s major 
federal programs for the year ended June 30, 2019. The Academy’s major federal programs are identified 
in the summary of auditor’s results section of the accompanying schedule of findings and questioned 
costs. 
 
Management’s Responsibility 
 
Management is responsible for compliance with federal statutes, regulations, and the terms and conditions 
of its federal awards applicable to its federal programs. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on compliance for each of the Academy’s major federal 
programs based on our audit of the types of compliance requirements referred to above. We conducted 
our audit of compliance in accordance with auditing standards generally accepted in the United States of 
America; the standards applicable to financial audits contained in Government Auditing Standards, issued 
by the Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of 
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit 
Requirements for Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance 
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance 
with the types of compliance requirements referred to above that could have a direct and material effect 
on a major federal program occurred. An audit includes examining, on a test basis, evidence about the 
Academy’s compliance with those requirements and performing such other procedures as we considered 
necessary in the circumstances. 
 
We believe that our audit provides a reasonable basis for our opinion on compliance for each major 
federal program. However, our audit does not provide a legal determination of the Academy’s 
compliance. 
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Columbus Humanities, Arts and Technology Academy 
Independent Auditor’s Report on Compliance for Each Major Federal Program and 

Report on Internal Control over Required by the Uniform Guidance 
Page 2 of 2 
 
Opinion on Each Major Federal Program 
 
In our opinion, the Academy complied, in all material respects, with the types of compliance requirements 
referred to above that could have a direct and material effect on each of its major federal programs for the 
year ended June 30, 2019. 
 
Report on Internal Control over Compliance 
 
Management of the Academy is responsible for establishing and maintaining effective internal control 
over compliance with the types of compliance requirements referred to above. In planning and performing 
our audit of compliance, we considered the Academy’s internal control over compliance with the types of 
requirements that could have a direct and material effect on each major federal program to determine the 
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on 
compliance for each major federal program and to test and report on internal control over compliance in 
accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on the 
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the 
effectiveness of the Academy’s internal control over compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a 
federal program on a timely basis. A material weakness in internal control over compliance is a 
deficiency, or combination of deficiencies, in internal control over compliance, such that there is a 
reasonable possibility that material noncompliance with a type of compliance requirement of a federal 
program will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in 
internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over 
compliance with a type of compliance requirement of a federal program that is less severe than a material 
weakness in internal control over compliance, yet important enough to merit attention by those charged 
with governance. 
 
Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over 
compliance that might be material weaknesses or significant deficiencies. We did not identify any 
deficiencies in internal control over compliance that we consider to be material weaknesses. However, 
material weaknesses may exist that have not been identified. 
 
The purpose of this report on internal control over compliance is solely to describe the scope of our 
testing of internal control over compliance and the results of that testing based on the requirements of the 
Uniform Guidance. Accordingly, this report is not suitable for any other purpose. 
 

 
 
 

Cambridge, Ohio 
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CFDA # Grant Year Expenses
Total Provided to 

Subrecipients

U. S. Department of Education

Passed Through Ohio Department of Education:

Title I 84.010 2019 371,810$           -$                       

Special Education Cluster:
IDEA Part B 84.027 2019 66,328               -                         

Total Special Education Cluster 66,328               -                         

Title IV-A Student Support and Academic Enrichment Grant 84.424A 2019 13,447               -                         

Title III English Language Acquisition Grants 84.365 2019 43,066               -                         

Title II-A Improving Teacher Quality 84.367 2019 78,859               -                         

Total U.S. Department of Education 573,510             -                         

U. S. Department of Agriculture

Passed Through the Ohio Department of Education:

Child Nutrition Cluster:
Cash Assistance:

School Breakfast Program 10.553 2019 119,040             -                         
National School Lunch Program 10.555 2019 275,507             -                         
Total Child Nutrition Cluster 394,547             -                         

Total U.S. Department of Agriculture 394,547             -                         

TOTAL FEDERAL FINANCIAL ASSISTANCE 968,057$           -$                       

COLUMBUS HUMANITIES, ARTS AND TECHNOLOGY ACADEMY
FRANKLIN COUNTY, OHIO

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2019

Federal Grantor/ Pass-Through Grantor/ Program Title

The accompanying notes are an integral part of this schedule.
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NOTE A - BASIS OF PRESENTATION

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

NOTE C - TRANSFERS

CFDA Number / Grant Title Grant Year Transfer Out Transfer In
84.010 Title I 2018 82,163$             
84.010 Title I 2019 82,163$                 
84.367 Title II-A Improving Teacher Quality 2018 10,170               
84.367 Title II-A Improving Teacher Quality 2019 10,170                   
84.365 Title III English Language Acquisition 2018 11,426               
84.365 Title III English Language Acquisition 2019 11,426                   
84.424A Title IV-A Student Support and Academic Enrichment 2018 5,666                 
84.424A Title IV-A Student Support and Academic Enrichment 2019 5,666                     
84.027 Special Education IDEA Part B 2018 60,175               
84.027 Special Education IDEA Part B 2019 60,175                   

169,600$           169,600$               

NOTE D - CHILD NUTRITION CLUSTER

The Academy commingles cash receipts from the U.S. Department of Agriculture with similar State Grants. When reporting expenditures on this
Schedule, the Academy assumes it expends federal monies first. 

The Academy generally must spend Federal assistance within 15 months of receipt. However, with Ohio Department of Education (ODE) approval,
an Academy can transfer (carryover) unspent Federal assistance to the succeeding year, thus allowing the Academy a total of 27 months to spend
the assistance. During fiscal year 2019, the ODE authorized the following transfers:

COLUMBUS HUMANITIES, ARTS AND TECHNOLOGY ACADEMY
FRANKLIN COUNTY, OHIO

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2019

The accompanying Schedule of Expenditures of Federal Awards (the Schedule) includes the federal award activity of Columbus Humanities, Arts
and Technology Academy, Franklin County, Ohio (the Academy) under programs of the federal government for the year ended June 30, 2019. The
information on this Schedule is prepared in accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform 
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Because the Schedule presents
only a selected portion of the operations of the Academy, it is not intended to and does not present the financial position, changes in net position, or
cash flows of the Academy. 

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures are recognized following the cost
principles contained in the Uniform Guidance, wherein certain types of expenditures may or may not be allowable or may be limited as to
reimbursement. The Academy has elected not to use the 10-percent de minimus indirect cost rate as allowed under the Uniform Guidance.

2 CFR 200.510(B)(6)
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COLUMBUS HUMANITIES, ARTS AND TECHNOLOGY ACADEMY 
FRANKLIN COUNTY, OHIO 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
2 CFR §200.515 
JUNE 30, 2019 

 

1.  SUMMARY OF AUDITOR'S RESULTS 

 

(d) (1) (i) 
 

Type of Financial Statement 
Opinion 

Unmodified 
 

(d) (1) (ii) 
 

Were there any material weaknesses in 
internal control reported at the financial 
statement level (GAGAS)? 

 
No 
 

(d) (1) (ii) 
 

Were there any significant deficiencies in 
internal control reported at the financial 
statement level (GAGAS)? 

 
None Reported 
 

(d) (1) (iii) 
 

Was there any reported material 
noncompliance at the financial statement 
level (GAGAS)? 

 
No 
 

(d) (1) (iv) 
 

Were there any material weaknesses in 
internal control reported for major federal 
programs? 

 
No 
 

(d) (1) (iv) 
 

Were there any significant deficiencies in 
internal control reported for major federal 
programs? 

 
None Reported 
 

(d) (1) (v) 
 

Type of Major Programs’ Compliance 
Opinion 

 
Unmodified 

(d) (1) (vi) 
 

Are there any reportable findings under 2 
CFR § 200.516(a)? 

 
No 
 

(d) (1) (vii) 
 
 

Major Programs (list): 
 
Child Nutrition Cluster 

 
 
CFDA # 10.553/10.555 
 

(d) (1) (viii) 
Dollar Threshold: Type A/B Programs Type A: > $750,000 

Type B: All others 

(d) (1) (ix) Low Risk Auditee under 2 CFR §200.520? No 

 
 

2.   FINDINGS RELATED TO THE FINANCIAL STATEMENTS 
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS 

   
None were noted. 
 

3.   FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS 

 
None were noted. 
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88 East Broad Street, Columbus, Ohio 43215 
Phone: 614-466-4514 or 800-282-0370 

www.ohioauditor.gov 

 
 
 

COLUMBUS HUMANITIES ARTS AND TECHNOLOGY ACADEMY 
 

FRANKLIN COUNTY 
 
 

CLERK’S CERTIFICATION 
This is a true and correct copy of the report which is required to be filed in the Office of the 
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio. 

 
 
 
 
 
 

 
 

CLERK OF THE BUREAU 
 
CERTIFIED 
MARCH 3, 2020 
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88 East Broad Street, Columbus, Ohio 43215 
Phone: 614-466-4514 or 800-282-0370 

www.ohioauditor.gov

 
 
 
Board of Directors 
Columbus Humanities, Arts and Technology Academy 
1333 Morse Road 
Columbus, OH 43229 
 
 
We have reviewed the Independent Auditor’s Report of the Columbus Humanities, Arts and 
Technology Academy, Franklin County, prepared by Rea & Associates, Inc., for the audit period 
July 1, 2017 through June 30, 2018.  Based upon this review, we have accepted these reports in 
lieu of the audit required by Section 117.11, Revised Code.  The Auditor of State did not audit 
the accompanying financial statements and, accordingly, we are unable to express, and do not 
express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Columbus Humanities, Arts and Technology 
Academy is responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
February 26, 2019  
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December 28, 2018

To the Board of Directors
Columbus Humanities, Arts and Technology Academy
Franklin County, Ohio
1333 Morse Road
Columbus, Ohio 43229

INDEPENDENT AUDITOR'S REPORT

Report on the Financial Statements

We have audited the accompanying financial statements of the Columbus Humanities, Arts and 
Technology Academy, Franklin County, Ohio, (the “Academy”) as of and for the year ended June 30, 
2018, and the related notes to the financial statements, which collectively comprise the Academy’s basic 
financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the Academy’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Academy’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Academy as of June 30, 2018, and the changes in its financial position and its
cash flows for the year then ended in accordance with accounting principles generally accepted in the 
United States of America.

Emphasis of a Matter 

As described in Note 16 to the financial statements, the Academy restated the net position balance to 
account for the implementation of Governmental Accounting Standard Board (GASB) Statement No. 75, 
“Accounting and Financial reporting for Postemployment Benefits other than Pensions.” Our opinion is 
not modified with respect to this matter.

The accompanying financial statements have been prepared assuming the Academy will continue as a 
going concern. As disclosed in Note 17 to the financial statements, the Academy has previously suffered 
recurring losses from operations and has a net position deficit of $5,181,974 that raises substantial doubt 
about its ability to continue as a going concern. This deficit net position includes the effect of the net 
pension liability, net OPEB liability and related accruals totaling $2,459,271. Note 17 describes
management’s plan regarding these issues. The financial statements do not include any adjustments that 
might result from the outcome of this uncertainty. Our opinion is not modified with respect to this matter.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the Academy's Proportionate Share of the Net Pension Liability,
Schedule of the Academy’s Contributions-Pension, Schedule of the Academy’s Proportionate Share of the 
Net OPEB Liability, and the Schedule of the Academy’s Contributions - OPEB on pages 5–11, 46-47, 48-
49, 50-51, and 52-53, respectively, be presented to supplement the basic financial statements. Such 
information, although not a part of the basic financial statements, is required by the Governmental 
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the 
basic financial statements in an appropriate operational, economic, or historical context. We have applied 
certain limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion 
or provide any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance. 
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Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that 
collectively comprise the Academy’s basic financial statements. The Schedule of Expenditures of Federal 
Awards, as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative 
Requirements, Cost Principles, and Audit Requirements for Federal Awards is presented for purposes of 
additional analysis and is not a required part of the basic financial statements.

The Schedule of Expenditures of Federal Awards is the responsibility of management and was derived 
from and relates directly to the underlying accounting and other records used to prepare the basic 
financial statements. Such information has been subjected to the auditing procedures applied in the audit 
of the basic financial statements and certain additional procedures, including comparing and reconciling 
such information directly to the underlying accounting and other records used to prepare the basic 
financial statements or to the basic financial statements themselves, and other additional procedures in 
accordance with auditing standards generally accepted in the United States of America. In our opinion, 
the Schedule of Expenditures of Federal Awards is fairly stated, in all material respects, in relation to the 
basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 28, 
2018 on our consideration of the Academy’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness 
of the Academy’s internal control over financial reporting or on compliance. That report is an integral part 
of an audit performed in accordance with Government Auditing Standards in considering the Academy’s 
internal control over financial reporting and compliance.

Cambridge, Ohio
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The discussion and analysis of the Columbus Humanities Arts & Technology Academy’s (the “Academy”) 
financial performance provides an overall review of the Academy’s financial activities for the fiscal year 
ended June 30, 2018.  Readers should also review the basic financial statements and notes to enhance 
their understanding of the Academy’s financial performance. 
 
HIGHLIGHTS 
 
The Academy finished its fourteenth year of operation during fiscal year 2018 serving grades kindergarten 
through eighth grade.  Enrollment increased from 505 students in 2017 to 542 students in 2018. 
 
Key highlights for fiscal year 2018 are as follows: 
 

• Net Position increased $2,059,612. 
• Total revenue increased from $4,942,778 in fiscal year 2017 to $5,382,544 in fiscal year 2018 due 

to increases in enrollment. 
• Operating expenses (excluding interest) decreased from $4,255,057 in fiscal year 2017 to 

$3,225,246 in fiscal year 2018.  
• The Academy implemented GASB 75, which reduced beginning net position as previously 

reported by $740,938.  
 

OVERVIEW OF FINANCIAL STATEMENTS  
 
The financial report consists of three parts-required supplemental information, the basic financial 
statements, and the notes to the basic financial statements. These statements are organized so the reader 
can understand the financial position of the academy. Enterprise accounting uses a flow of economic 
resource measurement focus. With this measurement focus, all assets, deferred outflows of resources, all 
liabilities, and deferred inflows of resources are included on the statement of net position. The statement 
of net position represents the financial position of the Academy.  The statement of revenues, expenses, 
and changes in net position presents increases (e.g., revenues) and decreases (e.g. expenses) in net 
position.  The statement of cash flows reflects how the Academy finances and meets its cash flow needs. 
Finally, the notes to the basic financial statements provide additional information that is essential to the 
full understanding of the data provided in the basic financial statements.   
 
FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE 
 
The Academy is not required to present government-wide financial statements as the Academy is engaged 
in only business-type activities. Therefore, no condensed financial information derived from the 
governmental-wide financial statements is included in the discussion and analysis.    
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The following table provides a summary of Academy’s net position for 2018 compared to 2017: 
 

2018 2017

Assets:

  Current assets:
    Cash and Cash Equivalents 1,110,752$              663,836$                

    Intergovernmental Receivable 49,433                     29,655                    

    Prepaid Expense 3,160                       1,188                      

       Total current assets 1,163,345 694,679

Noncurrent assets: 
  Capital Assets, net of Accumulated Depreciation 62,825 53,227

     Total noncurrent assets 62,825 53,227

Total assets 1,226,170                 747,906                  

Deferred Outflows of Resources 1,913,762                954,849                  

Liabilities:  

  Current liabilities:
     Accounts Payable, Trade 59,536                     16,295                    

     Accounts Payable, Related Party 202,114 213,757

     Accrued Expenses 5,454                       8,552                      

     Current Portion of Long-Term Debt 487,392                   -                          

       Total current liabilities 754,496                   238,604                  

Noncurrent Liabilities:

      Net Pension Liability 3,446,296 3,949,562

      Net OPEB Liability 717,754 746,782

      Noncurrent Portion of Long-term Debt 3,194,377 4,000,000

        Total noncurrent liabilities 7,358,427 8,696,344

        Total liabilities 8,112,923 8,934,948

Deferred Inflows of Resources 208,983 9,393

Net Position

  Invested in Capital Assets 62,825 53,227

  Unrestricted Net Position (5,244,799) (7,294,813)

     Total Net Position (5,181,974)$             (7,241,586)$            

 
 
 
 

Attachment 26: Audited Financial Statements Page 2174



COLUMBUS HUMANITIES, ARTS & TECHNOLOGY ACADEMY - FRANKLIN COUNTY, OHIO 
 
MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED JUNE 30, 2018  
 

7 

 

FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The net pension liability (NPL) is the second largest liability reported by the Academy at June 30, 2018   
and is reported pursuant to GASB Statement 68, “Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27.”  For fiscal year 2018, the Academy adopted GASB Statement 75, 
“Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions,” which 
significantly revises accounting for costs and liabilities related to other postemployment benefits (OPEB).  
For reasons discussed below, many end users of this financial statement will gain a clearer understanding 
of the Academy’s actual financial condition by adding deferred inflows related to pension and OPEB, the 
net pension liability and the net OPEB liability to the reported net position and subtracting deferred 
outflows related to pension and OPEB. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OPEB liability.  GASB 68 and GASB 75 
take an earnings approach to pension and OPEB accounting; however, the nature of Ohio’s statewide 
pension/OPEB plans and state law governing those systems requires additional explanation in order to 
properly understand the information presented in these statements. 
 
GASB 68 and GASB 75 require the net pension liability and the net OPEB liability to equal the Academy’s 
proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 

GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, 
and the promise of a future pension and other postemployment benefits.  GASB noted that the unfunded 
portion of this promise is a present obligation of the government, part of a bargained-for benefit to the 
employee, and should accordingly be reported by the government as a liability since they received the 
benefit of the exchange.  However, the Academy is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement systems to provide healthcare to eligible benefit recipients.  The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits.
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a specific, 
legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the 
unfunded liability of the pension/OPEB plan as against the public employer.  State law operates to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the employment exchange with notice as to the law.  The retirement system is responsible for the 
administration of the pension and OPEB plans 
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability.  As explained above, changes in benefits, 
contribution rates, and return on investments affect the balance of these liabilities, but are outside the 
control of the local government.  In the event that contributions, investment returns, and other changes 
are insufficient to keep up with required payments, State statute does not assign/identify the responsible 
party for the unfunded portion.  Due to the unique nature of how the net pension liability and the net 
OPEB liability are satisfied, these liabilities are separately identified within the long-term liability section 
of the statement of net position. 
 
In accordance with GASB 68 and GASB 75, the Academy’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB liability, respectively, not accounted for as 
deferred inflows/outflows.  
 
As a result of implementing GASB 75, the Academy is reporting a net OPEB liability and deferred 
inflows/outflows of resources related to OPEB on the accrual basis of accounting.  This implementation 
also had the effect of restating net position at June 30, 2017, from ($6,500,648) to $(7,241,586).   
 
Cash and cash equivalents increased $446,916, primarily due to operations from an increase in students 
served in 2018.  Changes in net pension and OPEB liabilities and related deferred outflows and inflows are 
further explained in notes 10 and 11.  
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The following table reflects the changes in net position for fiscal year 2018 as compared to 2017: 
 

The increase in revenues in fiscal year 2018 was due to the increase in the number of students enrolled. 
Various expense categories increased during the year due to this increase in enrollment, which was 
offset by the reduction in purchased services due to the changes in of GASB Statements No. 68 & 75 
liabilities and related accruals.   
 
The information necessary to restate the 2017 beginning balances and the 2017 OPEB expense amounts 
for the effects of the initial implementation of GASB 75 is not available.  Therefore, 2017 functional 
expenses still include OPEB expense of $5,844 computed under GASB 45.  GASB 45 required recognizing 
pension expense equal to the contractually required contributions to the plan. Under GASB 75, OPEB 
expense represents additional amounts earned, adjusted by deferred inflows/outflows. The contractually 
required contribution is no longer a component of OPEB expense. Under GASB 75, the 2018 statements  
report negative OPEB expense of $101,930.  Consequently, in order to compare 2018 total program 
expenses to 2017, the following adjustments are needed: 
 

2018 2017
Operating Revenues:
  State Aid 4,486,907$         4,093,574$       
  Miscellaneous 14,245 9,777
    Total Operating Revenues 4,501,152           4,103,351         

Operating Expenses:
  Purchased Services 3,059,301 4,147,645
  Depreciation 2,400 24,435
  General Supplies 134,334 80,373
  Other Operating Expense 29,211 2,603
    Total Operating Expenses 3,225,246 4,255,057

        Operating Income (Loss) 1,275,906 (151,706)

Nonoperating Revenues and (Expenses)
  Federal and State Restricted Grants 881,392 839,427
  Interest Expense (97,686) (129,863)
    Net Nonoperating Revenues and (Expenses) 783,706               709,564             

Change in Net Position 2,059,612$          557,858$           

Table 2
Change in Net Position
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 

Total 2018 program expenses under GASB 75 3,225,246$              

Negative OPEB expense under GASB 75 101,930                   
2018 contractually required contribution 6,058                        

Adjusted 2018 program expenses 3,333,234                

Total 2017 program expenses under GASB 45 4,255,057                

Decrease in program expenses not related to OPEB 921,823$                 

 
CAPITAL ASSETS 
 
At the end of fiscal year 2018, the Academy had $62,825 invested in capital assets (net of accumulated 
depreciation) for its computers and software, leasehold improvements and other equipment.  
 
The following table shows fiscal year 2018 compared to 2017:   
      

 

2018 2017 Change

Leasehold Improvements $35,106 $25,508 $9,598

Furniture & Equipment 7,072              7,072            0                  

Computers and Software 20,647 20,647 0

$62,825 $53,227 $9,598

Capital Assets at June 30 (Net of Depreciation)

  
For further information regarding the Academy’s capital assets, refer to Note 5 of the basic financial 
statements.   
 
DEBT 
 
At June 30, 2018, the Academy had a Notes Payable to Accel Schools in the amount of $3,681,769 
outstanding at year end of which $487,392 is considered to be the current portion.  
 
For further information regarding the Academy’s debt, refer to Note 6 to the basic financial statements.   
 
OPERATIONS 
 
Columbus Humanities Arts & Technology Academy is a nonprofit corporation established pursuant to Ohio 
Revised Code Chapter 3314.  The Academy offers education for Ohio children in grades K-8.  The Academy 
is independent of any school district and is nonsectarian in its programs, admission policies, employment 
practices, and all other operations.  The Academy may lease or acquire facilities as needed and contract 
for any services necessary for the operation of the Academy.   
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REQUESTS FOR INFORMATION 
 
This financial report is designed to provide citizens, taxpayers, investors, and creditors with a general 
overview of the Academy’s finances and to show the Academy’s accountability for the money it receives.  
If you have any question concerning this report, please contact the Academy’s Fiscal Officer, C. David 
Massa, CPA of Massa Financial Solutions, LLC, 1333 Morse Road, Columbus, Ohio 43229. 
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COLUMBUS HUMANITIES, ARTS & TECHNOLOGY ACADEMY - FRANKLIN COUNTY, OHIO 
  

Statement of Net Position 
At June 30, 2018 

 
Assets:
Current Assets:
    Cash and Cash Equivalents 1,110,752$      
    Intergovernmental Receivable 49,433
    Prepaid Expense 3,160
      Total Current Assets 1,163,345

Noncurrent Assets:
  Capital Assets, net of Accumulated Depreciation 62,825

62,825

Total Assets 1,226,170         

Deferred Outflows of Resources:
    Pension 1,747,819         
    OPEB 165,943            

Total Deferred Outflows of Resources 1,913,762         

Liabilities:
Current Liabilities:
    Accounts Payable, Trade 59,536              
    Accounts Payable, Related Party 202,114            
    Accrued Expenses 5,454                
    Current Portion of Long-Term Debt 487,392            
       Total Current Liabilities 754,496            

Noncurrent Liabilities:
  Net Pension Liability 3,446,296
  Net OPEB Liability 717,754
  Noncurrent Portion of Long-term Debt 3,194,377         
    Total Noncurrent Liabilities 7,358,427

       Total Liabilities 8,112,923

Deferred Inflows of Resources:
    Pension 126,701
    OPEB 82,282

Total Deferred Inflows of Resources 208,983

Net Position:
  Invested in Capital Assets 62,825
  Unrestricted Net Position (5,244,799)
  Total Net Position (5,181,974)$     

See Accompanying Notes to the Basic Financial Statements  
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COLUMBUS HUMANITIES, ARTS & TECHNOLOGY ACADEMY - FRANKLIN COUNTY, OHIO  

 
             Statement of Revenues, 

              Expenses and Changes in Net Position 
              For the Fiscal Year Ended June 30, 2018 

 
Operating Revenues:
  State Aid 4,486,907$       
  Miscellaneous 14,245
    Total Operating Revenues 4,501,152

Operating Expenses:
  Purchased Services 3,059,301
  Depreciation 2,400
  Supplies 134,334
  Other Operating Expenses 29,211
    Total Operating Expenses 3,225,246

      Operating Income 1,275,906

Non-Operating Revenues and (Expenses):
  Federal and State Restricted Grants 881,392
  Interest Expense (97,686)             
    Net Non-operating Revenues and (Expenses) 783,706

Change in Position 2,059,612         
Net Position Beginning of Year, Restated (7,241,586)        
Net Position End of Year (5,181,974)$     

See Accompanying Notes to the Basic Financial Statements
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COLUMBUS HUMANITIES, ARTS & TECHNOLOGY ACADEMY – FRANKLIN COUNTY, OHIO  

  
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2018 
 

CASH FLOWS FROM OPERATING ACTIVITIES
State Aid Receipts 4,479,522$             
Other Operating Receipts 14,245                     
Cash Payments to Suppliers for Goods and Services (4,487,934)              

Net Cash Provided By Operating Activities 5,833                       

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Note Payable Principal Payments (318,231)                 
Note Payable Interest Payments (97,686)                   
Federal and State Grant Receipts 868,998                  

Net Cash Provided By Noncapital Financing Activities 453,081                  

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Purchase of Assets (11,998)                   

Net Cash Used For Capital and Related Financing Activities (11,998)                   

Net Increase in Cash and Cash Equivalents 446,916                  

Cash and Cash Equivalents - Beginning of the Year 663,836                  
Cash and Cash Equivalents - Ending of the Year 1,110,752$             

See Accompanying Notes to the Basic Financial Statements

 
 
 
 
 
 
 
 
 
 
 

 
 

 
 

(Continued) 
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COLUMBUS HUMANITIES, ARTS & TECHNOLOGY ACADEMY – FRANKLIN COUNTY, OHIO 

 
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2018 
(Continued) 

Reconciliation of Operating Income to Net Cash Provided By Operating Activities
Operating Income 1,275,906$             

Adjustments to Reconcile Operating Income to 
Net Cash Provided By For Operating Activities:

Depreciation 2,400                       

Changes in Assets, Liabil ities, and Deferred Inflows and Outflows:
(Increase)/ Decrease in Prepaid Expense (1,972)                      
(Increase)/ Decrease in Receivables (7,384)                      
(Increase)/ Decrease in Deferred Outflows (958,913)                 
Increase/ (Decrease) in Deferred Inflows 199,590                  
Increase/ (Decrease) in Net Pension/OPEB Liabil ity (532,294)                 
Increase / (Decrease) in Accrued Expense (3,098)                      
Increase/ (Decrease) in Accounts Payable, Trade 43,241                     
Increase/ (Decrease) in Accounts Payable, Related Party (11,643)                   

Net Cash Provided By Operating Activities 5,833$                     

See Accompanying Notes to the Basic Financial Statements
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NOTE 1 – DESCRIPTION OF ACADEMY 
 

Columbus Humanities, Arts & Technology Academy (the “Academy”) is a nonprofit corporation 
established pursuant to Ohio Revised Code Chapters 3314.  The Academy offers education for Ohio 
children in grades K-8.  The Academy is independent of any school district and is nonsectarian in its 
programs, admission policies, employment practices, and all other operations.  The Academy may lease 
or acquire facilities as needed and contract for any services necessary for the operation of the Academy.   
 
The Academy was approved for operation under a contract with the Ohio Council of Community Schools 
(the Sponsor) for a period of four academic years commencing after July 1, 2004 and ending June 30, 
2008.  At the end of the original contract period, the Academy’s contract with Ohio Council of Community 
Schools was renewed for a five year term ending June 30, 2013 and another five year term is set to expire 
on June 30, 2018 which was subsequently renewed for an additional 5 year term through 2023.The 
Sponsor is responsible for evaluating the performance of the Academy and has the authority to deny 
renewal of the contract at its expiration or terminate the contract prior to its expiration.   
 
Ohio Revised Code Section 3314.02(E) states in part that the Academy operate under the direction of a 
Governing Board that consists of not less than five individuals who are not owners or employees, or 
immediate relatives or owners or employees of any for-profit firm that operates or manages an academy 
for the Governing Board.  The Board is responsible for carrying out the provisions of the contract that 
include, but are not limited to, state-mandated provision regarding student population, curriculum, 
academic goals, performance standards, admission standards, and qualification of teachers.   
 
The Academy contracts with Accel Schools for management services including management of personnel 
and human resources, the program of instruction, marketing data management, purchasing, strategic 
planning, public relation, financial reporting, recruiting, compliance issues, budgets, contracts, and 
equipment and facilities.  
 
NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNT POLICIES 
 
The financial statements of the Academy have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards 
Board (GASB) is the accepted standard-setting body for establishing governmental accounting and 
financial reporting principles. The more significant of the Academy’s accounting policies are described 
below. 
 
Basis of Presentation - The Academy’s basic financial statements consist of a statement of net position; a 
statement of revenues, expenses, and changes in net position; and a statement of cash flows. The 
Academy uses a single enterprise presentation for its financial records.  Enterprise reporting focuses on 
the determination of operating income, changes in net position, financial position, and cash flows.   
 
Measurement Focus - The enterprise activity is accounted for using a flow of economic resources 
measurement focus. All assets, liabilities, deferred inflows/ outflows of resources associated with the 
operation of the Academy are included on the statement of net position.  The statement of revenues, 
expenses, and changes in net position presents increases (e.g. revenues) and decreases (e.g. expenses) in 
net position.  The statement of cash flows reflects how the Academy finances meet its cash flow needs.  
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNT POLICIES (continued) 
 
Basis of Accounting - Basis of accounting determines when transactions are recorded in the financial 
records and reported on the financial statements.  The Academy’s financial statements are prepared using 
the accrual basis of accounting. Revenue resulting from exchange transactions, in which each party gives 
and receives essentially equal value, is recorded on the accrual basis when the exchange takes place.  
Revenue resulting from nonexchange transactions, in which Academy receives value without directly 
giving equal value in return, such as grants and entitlements, are recognized in the period in which all 
eligibility requirements have been satisfied.   Eligibility requirements include timing requirements, which 
specify the period when the resources are required to be used or the period when use is first permitted, 
matching requirements, in which the Academy must provide local resources to be used for a specified 
purpose, and expenditure requirements, in which the resources are provided to the Academy on a 
reimbursement basis.  Expenses are recognized at the time they are incurred. 
  
Budgetary Process - Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C). However, unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter 5705, unless specifically provided in the contract between the School and its Sponsor. The 
contract between the School and its Sponsor does not require the School to follow the provisions Ohio 
Revised Code Chapter 5705; therefore, no budgetary information is presented in the basic financial 
statements. 
 
Cash and Cash Equivalents - Cash received by the Academy is reflected as “Cash and Cash Equivalents” 
on the statement of net position.  The Academy had no investments during the fiscal year ended June 30, 
2018. 
 
Prepaid Items - The Academy records payments made to vendors for services that will benefit periods 
beyond June 30, 2018, as prepaid items using the consumption method.  A current asset for the prepaid 
amount is recorded at the time of the purchase and an expense is reported in the year in which services 
are consumed. 
 
Capital Assets - The Academy’s capital assets during fiscal year 2018 consisted primarily of instructional 
and administrative furniture and equipment, computers and software, and leasehold improvements.  All 
capital assets are capitalized at cost and updated for additions and retirements during the fiscal 
year.  Donated capital assets are recorded at their acquisition value as of the date received. The Academy 
maintains a capitalization threshold of $5,000.  The Academy does not have any infrastructure.  
Improvements are capitalized.  The costs of normal maintenance and repairs that do not add to the value 
of the asset or materially extend an asset’s life are not capitalized.   
 
All capital assets, except land and construction in progress, are depreciated. Depreciation is computed 
using the straight-line method over the following useful lives:   
  

   

Description Useful Lives

Leasehold Improvements Remaining life of lease

Furniture and Equipment 5-20 years

Computers and Software 5 years  
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNT POLICIES (continued) 
 
Net Position - Net position represents the difference between assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources.  Net position is reported as restricted when there are 
limitations imposed on their use either through the enabling legislation adopted by Academy or through 
external restrictions imposed by creditors, grantors, or laws or regulations of other governments.  The 
Academy applies restricted resources first when an expense is incurred for purposes for which both 
restricted and unrestricted net position is available. There was no enabling legislation at June 30, 2018. 
Net invested in capital assets of $62,825 represents capital assets, net of accumulated depreciation. 
 
Operating Revenues and Expenses - Operating revenues are those revenues that are generated directly 
from the primary activity of the Academy.  Operating expenses are necessary costs incurred to provide 
the service that is the primary activity of the Academy.  All revenues and expenses not meeting this 
definition are reported as non-operating. 
 
Deferred Inflows and Deferred Outflows of Resources - In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of resources represent a consumption of net position that applies to a future period and will not be 
recognized as an outflow of resources (expense/expenditure) until then.  For the Academy, deferred 
outflows of resources are reported on the statement of net position for pension and OPEB.  The deferred 
outflows of resources related to pension and OPEB plans are explained in Notes 10 and 11.  
  
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. For the Academy, deferred inflows of resources include 
pension and OPEB. These amounts are deferred and recognized as an inflow of resources in the period 
the amounts become available.  Deferred inflows of resources related to pension and OPEB plans are 
reported on the statement of net position. (See Notes 10 and 11) 
 
Pensions/Other Postemployment Benefits (OPEB) - For purposes of measuring the net pension/OPEB 
liability, deferred outflows of resources and deferred inflows of resources related to pensions/OPEB, and 
pension/OPEB expense, information about the fiduciary net position of the pension/OPEB plans and 
additions to/deductions from their fiduciary net position have been determined on the same basis as they 
are reported by the pension/OPEB plan.  For this purpose, benefit payments (including refunds of 
employee contributions) are recognized when due and payable in accordance with the benefit terms.  The 
pension/OPEB plans report investments at fair value. 
 
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from those estimates.  
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NOTE 3 - CASH AND CASH EQUIVALENTS 
 
The Academy classifies deposits by category of risk as defined in GASB Statement No.3 “Deposits with 
Financial Institutions, Investments (including Repurchase Agreements) and Reverse Repurchase 
Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk Disclosures”. 
 
The Academy maintains its cash balances at Huntington Bank in Ohio. The balances are insured by the 
Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account. At June 30, 2018, 
the book amount of the Academy’s deposits was $1,110,752 and the bank balance was $1,120,098. 
$251,027 of the bank balance was covered by Federal Depository Insurance, while $869,071 was not 
covered by Federal Depository Insurance. 
 
Custodial credit risk is the risk that, in the event of a bank failure, the Academy’s deposits may not be 
returned.  The Academy does not have a deposit policy for custodial credit risk.  All bank deposits are 
collateralized with eligible securities in amounts equal to at least 105% of the carrying value of the 
deposits. Such collateral as permitted by the Ohio Revised Code is held in single financial collateral pools 
at the Federal Reserve Banks or at member banks of the federal reserve system, in the name of the 
respective depository bank and pledged as a pool of collateral against all of the public deposits or as 
specific collateral held at the Federal Reserve Bank in the name of the Academy. 
 
NOTE 4 - RECEIVABLES 
 
At June 30, 2018, the Academy had receivables in the amount of $49,433. These receivables represent 
monies due from State Aid, Title I, Title IIA, and IDEA-B, which was not received as of June 30, 2018.The 
receivables are expected to be collected within one year.   
 
NOTE 5 – CAPITAL ASSETS 
 
Capital asset activity for the fiscal year ended June 30, 2018, was as follows: 
 

Balance Balance
June 30, 2017 Additions Deletions June 30, 2018

Capital Assets:

Leasehold Improvements 33,424$         11,998$       -$              45,422$         

Computers and Software 165,304         -               -                165,304         

Furniture and Equipment 16,396           -               -                16,396           

Total Capital Assets 215,124         11,998         -                227,122         

Less Accumulated Depreciation:

Leasehold Improvements (7,916)           (2,400)          -                (10,316)          

Computers and Software (144,657)       -               -                (144,657)        

Furniture and Equipment (9,324)           -               -                (9,324)            

Total Accumulated Depreciation (161,897)       (2,400)          -                (164,297)        

Total Capital Assets, Net 53,227$         9,598$         -$              62,825$         
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NOTE 6 – LONG-TERM OBLIGATIONS 
 
The changes in the Academy’s long-term obligations during fiscal year 2018 were as follows: 
 

Restated 

Balance 

6/30/2017 Additions Reductions

Balance 

6/30/2018

Due within 

One Year

Net Pension/OPEB  Liabilities:

Net Pension Liability  $        3,949,562 -$                   (503,266)$           $        3,446,296 -$           

Net OPEB Liability               746,782 -                     (29,028)                            717,754 -             

Total Net Pension/OPEB Liabilities            4,696,344 -                      (532,294)                       4,164,050 -             

 

Accel Schools - Notes Payable 4,000,000          -                     (318,231)            3,681,769          487,392     

Total 8,696,344$         -$                    (850,525)$           7,845,819$         487,392$      

 
During the fiscal year ended June 30, 2015, the Academy negotiated with its new management company 
Accel Schools to reclassify certain related party accounts payable and long-term obligations held by the 
former management company, Mosaica Education. Under this agreement, Accel forgave $2,743,928 
worth of related party accounts payable and long-term obligations, including a note to Mosaica Schools 
in the amount of $1,996,726 originally from 2016.  The remaining obligations were converted into a single 
note in the amount of $4,000,000 for a term of 30 years with an interest rate of 2.5%. Prior to fiscal year 
2018, the note was an interest only note of $8,333 per month with no principal payments due unless the 
Academy is operating at a surplus. However, during the fiscal year the Academy and Accel agreed to 
modify the terms of the note to begin including principal payments.  A summary of future principal and 
interest payments due under the new terms are as follows: 
 

 

 
 
 
 
 
 
 
 

 
 
 

 
 
 
 
 

Year Ending June 30: Principal Interest

2019 487,392$         86,485$        

2020 499,718          74,159          

2021 512,355          61,522          

2022 525,311          48,566          

2023 538,596          35,281          

2023-2025 1,118,397        29,357          

Total 3,681,769$      335,370$       

Promissory Note
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NOTE 8 – RISK MANAGEMENT 
 
The Academy is exposed to various risks of loss related to: torts, theft of, damage to, and destruction of 
assets, errors and omissions, injuries to employees, and natural disasters.  During fiscal year 2018, the 
Academy contracted with Pashley Insurance Agency for insurance coverage with the Hartford Casualty 
Insurance Company.  
 

General Liability:

Each Occurrence 1,000,000$  

Aggregate Limit 2,000,000    

Products - Completed Operations Aggregate Limit 2,000,000    

Medical Expense Limit - Any One Person/Occurrence 15,000         

Damage to Rented Premises - Each Occurrence 500,000       

Personal and Advertising Injury 1,000,000    

Automobile Liability:

Combined Single Limit 1,000,000    

Buildings 6,950,000    

Business Personal Property 607,800       

Excess/Umbrella Liability:

Each Occurrence 5,000,000    

Aggregate Limit 5,000,000     
 
Settled claims have not exceeded this commercial coverage in any of the prior three years and there have 
been no significant reductions in insurance coverage from the prior year. 
 
NOTE 9 – PURCHASED SERVICES 
 
For the fiscal year ended June 30, 2018, purchased service expenses were as follows: 
 

Purchased Services Amount

Personnel Services $1,106,255

Professional Services 795,783

Property Services 724,291

Utilities 74,794

Travel & Meetings 48

Communications 28,118

Contractual/ Trade 322,884

Pupil Transportation 7,128

Total $3,059,301
 

 
 
The amounts above includes negative pension and OPEB expense further explained in Notes 10 and 11. 
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NOTE 10 – DEFINED BENEFIT PENSION PLANS 
 
Net Pension Liability 
 
The net pension liability reported on the Statement of Net Position represents a liability to employees for 
pensions. Pensions are a component of exchange transactions-–between an employer and its 
employees—of salaries and benefits for employee services.  Pensions are provided to an employee—on a 
deferred-payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for pensions is a present obligation 
because it was created as a result of employment exchanges that already have occurred. 
 
The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   
 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which pensions are financed; however, the 
Academy does receive the benefit of employees’ services in exchange for compensation including 
pension.  
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State legislature.  Any resulting legislative change to benefits or funding could 
significantly affect the net pension liability.   Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability 
on the accrual basis of accounting.  Any liability for the contractually-required pension contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   
 
Plan Description - School Employees Retirement System (SERS) 
 
Plan Description –Academy non-teaching employees participate in SERS, a cost-sharing, multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability, and 
survivor benefits, annual cost-of-living adjustments, and death benefits to plan members and 
beneficiaries.   
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  SERS issues a 
publicly available, stand-alone financial report that includes financial statements, required supplementary 
information, and detailed information about SERS’ fiduciary net position.  That report can be obtained by 
visiting the SERS website at www.ohsers.org under Employers/Audit Resources.  
 
 
Age and service requirements for retirement are as follows: 
 

Eligible to Eligible to
Retire on or before Retire on or after
August 1, 2017 * August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 65 with 5 years of service credit Age 57 with 30 years of service credit

Actuarially Reduced Benefits Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Age 55 with 25 years of service credit Age 60 with 25 years of service credit

* Members with 25 years of service credit as of August 1, 2017, will be included in this plan.  
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on years of service; 2.2 percent for the first thirty years of service and 2.5 percent for years 
of service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
When a benefit recipient has received benefits for 12 months, an annual COLA is provided. This COLA is 
calculated on the base retirement benefit at the date of retirement and is not compounded. For those 
retiring prior to January 7, 2013, the COLA will continue to be a three percent simple annual COLA. For 
those retiring after January 7, 2013, beginning in calendar year 2019, the COLA will be based on the 
average percentage increase in the Consumer Price Index, capped at three percent. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the Academy is required to contribute 14 percent of annual covered payroll. The contribution 
requirements of plan members and employers are established and may be amended by the SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent for 
employers.  The Retirement Board, acting with the advice of the actuary, allocates the employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B 
Fund, and Health Care Fund).  For the fiscal year ended June 30, 2018, the allocation to pension, death 
benefits, and Medicare B was 14.00 percent. SERS allocated 0.5 percent of employer contributions to the 
Health Care Fund for fiscal year 2018 
 
The Academy’s contractually required contribution to SERS was $47,137 for fiscal year 2018.    
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description –Academy licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing, multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information, and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan, and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 
3307.  The DB plan offers an annual retirement allowance based on final average salary multiplied by a 
percentage that varies based on years of service.  Effective August 1, 2015, the calculation will be 2.2 
percent of final average salary for the five highest years of earnings multiplied by all years of service. 
Members are eligible to retire at age 60 with five years of qualifying service credit, or age 55 with 26 years 
of service, or 31 years of service regardless of age.  Age and service requirements for retirement will 
increase effective August 1, 2015, and will continue to increase periodically until they reach age 60 with 
35 years of service or age 65 with five years of service on August 1, 2026. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination 
of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan.  In the Combined Plan, 12.0 of 
the 14.0 percent member rates goes to the DC Plan and the remaining 2.0 percent goes to the DB plan. 
Member contributions to the DC plan are allocated among investment choices by the member, and 
contributions to the DB plan from the employer and the member are used to fund the defined benefit 
payment at a reduced level from the regular DB Plan.  The defined benefit portion of the Combined Plan 
payment is payable to a member on or after age 60 with five years of services.  The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity 
after termination of employment at age 50 or later.  
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another STRS plan.  The optional annuitization of a member’s defined contribution account or the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of investment gain or loss on the account.  STRS has therefore included all three plan 
options in the GASB 68 schedules of employer allocation and pension amounts by employer.  
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit that apply for disability benefits.  Members in the DC Plan who 
become disabled are entitled only to their account balance.  If a member of the DC Plan dies before 
retirement benefits begin, the member’s designated beneficiary is entitled to receive the member’s 
account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2018, plan members were required to contribute 14 percent of their annual covered salary. The 
Academy was required to contribute 14 percent; the entire 14 percent was the portion used to fund 
pension obligations. The fiscal year 2018 contribution rates were equal to the statutory maximum rates.  
 
The Academy’s contractually required contributions to STRS was $206,617 for fiscal year 2018.  
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions  

The net pension liability was measured as of June 30, 2017, and the total pension liability used to calculate 
the net pension liability was determined by an actuarial valuation as of that date. The Academy's 
proportion of the net pension liability was based on the Academy's share of contributions to the pension 
plan relative to the contributions of all participating entities.   
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Following is information related to the proportionate share and pension expense: 
  

SERS STRS Total
Proportion of the Net Pension Liability
  Prior Measurement Date 0.0071490% 0.01023607%
Proportion of the Net Pension Liability
  Current Measurement Date 0.0091211% 0.01221344%

Change in Proportionate Share 0.00197210% 0.00197737%

Proportionate Share of the Net Pension
  Liability $544,966 $2,901,330 3,446,296$         
Pension Expense $33,070 ($964,088) ($931,018)  

 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, changes in assumptions and changes in the Academy’s proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods.  
 
The difference between projected and actual investment earnings is recognized in pension expense using 
a straight line method over a five year period beginning in the current year.  Deferred outflows and 
deferred inflows resulting from changes in sources other than differences between projected and actual 
investment earnings are amortized over the average expected remaining service lives of all members 
(both active and inactive) using the straight line method. Employer contributions to the pension plan 
subsequent to the measurement date are also required to be reported as a deferred outflow of resources.  
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
At June 30, 2018, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  
 

SERS STRS Total
Deferred Outflows of Resources
Differences between expected and
  actual experience 23,454$            112,034$          135,488$          
Changes of assumptions 28,181 634,553 662,734
Changes in proportion and differences
 between contributions and proportionate
  share of contributions 131,897 563,946 695,843
Academy contributions subsequent to the 
  measurement date 47,137 206,617 253,754

Total Deferred Outflows of Resources 230,669$          1,517,150$       1,747,819$       

Deferred Inflows of Resources
Differences between expected and
  actual experience 0$                      23,383$            23,383$            
Net difference between projected and
  actual earnings on pension plan investments 2,588 95,747 98,335
Changes in proportion and differences
 between contributions and proportionate
 share of contributions 4,983 0 4,983

Total Deferred Inflows of Resources 7,571$              119,130$          126,701$          

 
 
$253,754 as deferred outflows of resources related to pension resulting from Academy contributions 
subsequent to the measurement date will be recognized as a reduction of the net pension liability in the 
year ending June 30, 2019.  Other amounts reported as deferred outflows of resources and deferred 
inflows of resources related to pension will be recognized in pension expense as follows:  
 

 

SERS STRS Total

Fiscal Year Ending June 30:

2019 74,541$               286,751$              361,292$             

2020 82,241                 417,000                499,241               

2021 31,884                 321,223                353,107               

2022 (12,705)                166,429                153,724               

Total 175,961$             1,191,403$           1,367,364$          
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment termination).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point.  The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant.  In many cases actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2017, are presented below: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
COLA  or Ad Hoc COLA 2.5 percent
Investment Rate of Return 7.50 percent net of investments expense, including inflation
Actuarial Cost Method Entry Age Normal

 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection and a five year age set-back for both males and females.  Mortality among 
service retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection with Scale BB, 120 percent of male rates and 110 percent of female rates.  
Mortality among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 percent 
for male rates and 100 percent for female rates, set back five years is used for the period after disability 
retirement.  
 
The actuarial assumptions used in the June 30, 2017 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, payroll 
growth assumption and assumed real wage growth were reduced in the most recent actuarial valuation.  
The rates of withdrawal, retirement and disability updated to reflect recent experience and mortality rates 
were also updated. 
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.NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
The long-term return expectation for the Pension Plan Investments has been determined using a building-
block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  A 
forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating a weighted averaged of the expected 
real return premiums for each asset class, adding the projected inflation rate, and adding the expected 
return from rebalancing uncorrelated asset classes. The target allocation and best estimates of arithmetic 
real rates of return for each major assets class are summarized in the following table: 
 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
International Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Stratagies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return 

 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute.  Projected inflows from investment earning were calculated using the long-term assumed 
investment rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of projected 
benefits to determine the total pension liability.   
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the net pension liability calculated using the discount rate of 7.50 percent, as 
well as what each plan’s net pension liability would be if it were calculated using a discount rate that is 
one percentage point lower (6.50 percent), or one percentage point higher (8.50 percent) than the current 
rate.  

 
 

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

Academy's proportionate share

  of the net pension liability $756,271 $544,966 $367,955
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – STRS  

The total pension liability in the June 30, 2017, actuarial valuation was determined using the following 
actuarial assumptions, applied to all periods included in the measurement:  
 

 
 
Post-retirement mortality rates for healthy retirees are based on the RP-2014 Annuitant Mortality Table 
with 50% of rates through age 69, 70% of rates between ages 70 and 79, 90% of rates between ages 80 
and 84, and 100% of rates thereafter, projected forward generationally using mortality improvement scale 
MP-2016.  Post-retirement disabled mortality rates are based on the RP-2014 Disabled Mortality Table 
with 90% of rates for males and 100% of rates for females, projected forward generationally using 
mortality improvement scale MP-2016.  Pre-retirement mortality rates are based on RP-2014 Employee 
Mortality Table, projected forward generationally using mortality improvement scale MP-2016.Actuarial 
assumptions used in the July 1, 2017, valuation are based on the results of an actuarial experience study, 
for the period July 1, 2011 through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
 
 

Target
Asset Class Allocation *

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 % 7.61 %

Long-Term Expected
Real Rate of Return **

 
*The target allocation percentage is effective as of July 1, 2017. Target weights will be phased in over a 
24-month period concluding on July 1, 2019. 
 
** 10-Year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25% and does not include investment expenses. Over a 30-year period, STRS Ohio’s investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management.  
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2017. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate increases 
described above. For this purpose, only employer contributions that are intended to fund benefits of 
current plan members and their beneficiaries are included.   
 
Based on those assumptions, STRS’ fiduciary net position was projected to be available to make all 
projected future benefit payments to current plan members as of June 30, 2017.  Therefore, the long-
term expected rate of return on pension plan investments of 7.45 percent was applied to all periods of 
projected benefit payment to determine the total pension liability as of June 30, 2017. 
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the Academy's proportionate share of the net pension liability 
calculated using the current period discount rate assumption of 7.45 percent, as well as what the 
Academy's proportionate share of the net pension liability would be if it were calculated using a discount 
rate that is one-percentage-point lower (6.45 percent) or one-percentage-point higher (8.45 percent) than 
the current rate:  

 

 
 
Assumption Changes since the Prior Measurement Date 
The Retirement Board approved several changes to the actuarial assumptions in 2017. The long term 
expected rate of return was reduced from 7.75 percent to 7.45 percent, the inflation assumption was 
lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered to 3.00 percent, 
and total salary increases rate was lowered by decreasing the merit component of the individual salary 
increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy and disabled 
mortality assumptions were updated to the RP-2014 mortality tables with generational improvement 
scale MP-2016. Rates of retirement, termination and disability were modified to better reflect anticipated 
future experience. 
 
Benefit Term Changes Since the Prior Measurement Date 
Effective July 1, 2017, the COLA was reduced to zero.  
 
 

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share

  of the net pension liability $4,158,956 $2,901,330 $1,841,966
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NOTE 11 – POSTEMPLOYMENT BENEFITS 
 
Net OPEB Liability 

 
The net OPEB liability reported on the statement of net position represents a liability to employees for 
OPEB. OPEB is a component of exchange transactions-–between an employer and its employees—of 
salaries and benefits for employee services.  OPEB are provided to an employee—on a deferred-payment 
basis—as part of the total compensation package offered by an employer for employee services each 
financial period.  The obligation to sacrifice resources for OPEB is a present obligation because it was 
created as a result of employment exchanges that already have occurred. 

 
The net OPEB liability represents the Academy’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB liability calculation is dependent on critical long-term 
variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting these estimates annually.   

 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which OPEB are financed; however, the Academy 
does receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the liability is solely the obligation of the employer, because they benefit from employee 
services.  OPEB contributions come from these employers and health care plan enrollees which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
to benefits or funding could significantly affect the net OPEB liability. Resulting adjustments to the net 
OPEB liability would be effective when the changes are legally enforceable. The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB liability 
on the accrual basis of accounting.  Any liability for the contractually-required OPEB contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 
Plan Description - School Employees Retirement System (SERS) 
 
Health Care Plan Description - The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a 
cost-sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the death of a member or retiree, are eligible for SERS’ health care coverage. Most retirees and 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self-insured preferred provider 
organization for its non-Medicare retiree population. For both groups, SERS offers a self-insured 
prescription drug program. Health care is a benefit that is permitted, not mandated, by statute.  The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the 
plan selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required pensions and benefits, the 
Retirement Board may allocate the remainder of the employer contribution of 14 percent of covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2018, .5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro-rated if 
less than a full year of service credit was earned. For fiscal year 2018, this amount was $23,700. Statutes 
provide that no employer shall pay a health care surcharge greater than 2 percent of that employer’s 
SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the total statewide 
SERS-covered payroll for the health care surcharge.  For fiscal year 2018, the Academy’s surcharge 
obligation was $4,312. 
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The Academy’s contractually required contribution to SERS 
was $6,058 for fiscal year 2018.     
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part 
B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the 
report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed 
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees, for the most recent year, pay a portion of the health care costs in the form of a monthly 
premium.  Under Ohio law, funding for post-employment health care may be deducted from employer 
contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2018, STRS did 
not allocate any employer contributions to post-employment health care.   
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB  
 
The net OPEB liability was measured as of June 30, 2017, and the total OPEB liability used to calculate the 
net OPEB liability was determined by an actuarial valuation as of that date. The Academy's proportion of 
the net OPEB liability was based on the Academy's share of contributions to the respective retirement 
systems relative to the contributions of all participating entities.  Following is information related to the 
proportionate share and OPEB expense: 

 
SERS STRS Total

Proportion of the Net OPEB Liability
  Prior Measurement Date 0.00699395% 0.01023607%
Proportion of the Net OPEB Liability
  Current Measurement Date 0.00898860% 0.01221344%

Change in Proportionate Share 0.00199465% 0.00197737%

Proportionate Share of the Net 
  OPEB Liability $241,230 $476,524 $717,754
OPEB Expense $28,372 ($130,302) ($101,930)
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 
At June 30, 2018, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  
 

 
 

$6,058 reported as deferred outflows of resources related to OPEB resulting from Academy contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending June 30, 2019.  Other amounts reported as deferred outflows of resources and deferred 
inflows of resources related to OPEB will be recognized in OPEB expense as follows:  

SERS STRS Total
Fiscal Year Ending June 30:

2019 $6,668 $8,202 $14,870
2020 6,668 8,202 14,870
2021 5,029 8,202 13,231
2022 (160) 8,202 8,042
2023 0 13,294 13,294

Thereafter 0 13,296 13,296

Total $18,205 $59,398 $77,603

SERS STRS Total

Deferred Outflows of Resources
Differences between expected and

  actual experience 0$                        27,508$               27,508$               

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 41,734                 90,643                 132,377               

Academy contributions subsequent to the 

  measurement date 6,058                   0                          6,058                   

Total Deferred Outflows of Resources 47,792$               118,151$             165,943$             

Deferred Inflows of Resources
Changes of assumptions 22,892$               38,385$               61,277$               

Net difference between projected and

  actual earnings on OPEB plan investments 637                      20,368                 21,005                 

Total Deferred Inflows of Resources 23,529$               58,753$               82,282$               
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 
Actuarial Assumptions - SERS 
 
The total OPEB liability is determined by SERS’ actuaries in accordance with GASB Statement No. 74, as 
part of their annual actuarial valuation for each retirement plan. Actuarial valuations of an ongoing plan 
involve estimates of the value of reported amounts (e.g., salaries, credited service) and assumptions about 
the probability of occurrence of events far into the future (e.g., mortality, disabilities, retirements, 
employment terminations). Actuarially determined amounts are subject to continual review and potential 
modifications, as actual results are compared with past expectations and new estimates are made about 
the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point. The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total OPEB liability in the latest actuarial valuation 
date of June 30, 2017, are presented below: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investments

expense, including inflation
Municipal Bond Index Rate:
    Measurement Date 3.56 percent
    Prior Measurement Date 2.92 percent
Single Equivalent Interest Rate, net of plan investment expense,
 including price inflation
    Measurement Date 3.63 percent
    Prior Measurement Date 2.98 percent
Medical Trend Assumption
    Medicare 5.50 to 5.00 percent
    Pre-Medicare 7.50 to 5.00 percent  

 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The most recent experience study was completed for the five year period ended June 30, 2015.  
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 
The long-term expected rate of return on plan assets is reviewed as part of the actuarial five-year 
experience study. The most recent study covers fiscal years 2010 through 2015, and was adopted by the 
Board on April 21, 2016. Several factors are considered in evaluating the long-term rate of return 
assumption including long-term historical data, estimates inherent in current market data, and a log-
normal distribution analysis in which best-estimate ranges of expected future real rates of return were 
developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long-term expected rate of return, 7.50 percent, by weighting the expected future real rates 
of return by the target asset allocation percentage and then adding expected inflation. The capital market 
assumptions developed by the investment consultant are intended for use over a 10-year horizon and 
may not be useful in setting the long-term rate of return for funding pension plans which covers a longer 
timeframe. The assumption is intended to be a long-term assumption and is not expected to change 
absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental 
change in the market that alters expected returns in future years. 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 
as used in the June 30, 2015 five-year experience study, are summarized as follows: 
 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return

 
 

Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2017 was 3.63 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2017 was 2.98 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be made 
from members and the System at the state statute contribution rate of 2.00 percent of projected covered 
employee payroll each year, which includes a 1.50 percent payroll surcharge and 0.50 percent of 
contributions from the basic benefits plan. Based on these assumptions, the OPEB plan’s fiduciary net 
position was projected to become insufficient to make future benefit payments during the fiscal year 
ending June 30, 2025. Therefore, the long-term expected rate of return on OPEB plan assets was used to 
present value the projected benefit payments through the fiscal year ending June 30, 2024 and the Fidelity 
General Obligation 20-year Municipal Bond Index rate of 3.56 percent, as of June 30, 2017 (i.e. municipal 
bond rate), was used to present value the projected benefit payments for the remaining years in the 
projection. The total present value of projected benefit payments from all years was then used to 
determine the single rate of return that was used as the discount rate. The projection of future benefit 
payments for all current plan members was until the benefit payments ran out.
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 
Sensitivity of the Academy's Proportionate Share of the Net OPEB Liability to Changes in the Discount 
Rate and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in 
the discount rate and the health care cost trend rate. The following table presents the net OPEB liability 
of SERS, what SERS' net OPEB liability would be if it were calculated using a discount rate that is 1 
percentage point lower (2.63%) and higher (4.63%) than the current discount rate (3.63%). Also shown is 
what SERS' net OPEB liability would be based on health care cost trend rates that are 1 percentage point 
lower (6.5% decreasing to 4.0%) and higher (8.5% decreasing to 6.0%) than the current rate. 
  

 
 
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2017, actuarial valuation are presented below:   

 
Inflation 2.50 percent
Projected salary increases 12.50 percent at age 20 to 

 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment

 expenses, including inflation
Payroll Increases 3 percent
Cost-of-Living Adjustments 0.0 percent, effective July 1, 2017
  (COLA)
Blended Discount Rate of Return 4.13 percent
Health Care Cost Trends 6 to 11 percent initial, 4.5 percent ultimate  

 
Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 

Current

1% Decrease Discount Rate 1% Increase

(2.63%) (3.63%) (4.63%)

Academy's proportionate share

  of the net OPEB liability $291,316 $241,230 $201,549

Current

1% Decrease Trend Rate 1% Increase

(6.5 % decreasing (7.5 % decreasing (8.5 % decreasing

to 4.0%) to 5.0%) to 6.0%)

Academy's proportionate share

  of the net OPEB liability $195,740 $241,230 $301,437
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between 
ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality 
improvement scale MP-2016. For disabled retirees, mortality rates are based on the RP-2014 Disabled 
Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected forward 
generationally using mortality improvement scale MP-2016. 
 
Actuarial assumptions used in the June 30, 2017, valuation are based on the results of an actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 
Since the prior measurement date, the discount rate was increased from 3.26 percent to 4.13 percent 
based on the methodology defined under GASB Statement No. 74, Financial Reporting for 
Postemployment Benefit Plans Other Than Pension Plans (OPEB) and the long term expected rate of return 
was reduced from 7.75 percent to 7.45 percent. Valuation year per capita health care costs were updated, 
and the salary scale was modified. The percentage of future retirees electing each option was updated 
based on current data and the percentage of future disabled retirees and terminated vested participants 
electing health coverage were decreased. The assumed mortality, disability, retirement, withdrawal and 
future health care cost trend rates were modified along with the portion of rebated prescription drug 
costs. 
 
Also since the prior measurement date, the subsidy multiplier for non-Medicare benefit recipients was 
reduced from 2.1 percent to 1.9 percent per year of service. Medicare Part B premium reimbursements 
were discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 2019.  Subsequent to the current measurement 
date, the date for discontinuing remaining Medicare Part B premium reimbursements was extended to 
January 2020. 
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
 
 

Target
Asset Class Allocation

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

* 10 year annualized geometric nominal returns, which  include the 
real rate of return and inflation of 2.25 percent and does not include 
investment expenses.  Over a 30-year period, STRS' investment
consultant indicates that the above target allocations should
generate a return above the actual rate of return, without net
value added by management.

Long-Term Expected
Rate of Return *

 
 
 

Discount Rate The discount rate used to measure the total OPEB liability was 4.13 percent as of June 30, 
2017. The projection of cash flows used to determine the discount rate assumes STRS Ohio continues to 
allocate no employer contributions to the health care fund. Based on these assumptions, the OPEB plan’s 
fiduciary net position was not projected to be sufficient to make all projected future benefit payments of 
current plan members. The OPEB plan’s fiduciary net position was projected to become insufficient to 
make future benefit payments during the fiscal year ending June 30, 2037.  Therefore, the long-term 
expected rate of return on OPEB plan assets was used to determine the present value of the projected 
benefit payments through the fiscal year ending June 30, 2036 and the Bond Buyer 20-year municipal 
bond rate of 3.58 percent as of June 30, 2017 (i.e. municipal bond rate), was used to determine the present 
value of the projected benefit payments for the remaining years in the projection.  The total present value 
of projected benefit payments from all years was then used to determine the single rate of return that 
was used as the discount rate. The blended discount rate of 4.13 percent, which represents the long-term 
expected rate of return of 7.45 percent for the funded benefit payments and the Bond Buyer 20-year 
municipal bond rate of 3.58 percent for the unfunded benefit payments, was used to measure the total 
OPEB liability as of June 30, 2017.  A blended discount rate of 3.26 percent which represents the long term 
expected rate of return of 7.75 percent for the funded benefit payments and the Bond Buyer 20-year 
municipal bond rate of 2.85 percent for the unfunded benefit payments was used to measure the total 
OPEB liability at June 30, 2016. 
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 
Sensitivity of the Academy’s Proportionate Share of the Net OPEB Liability to Changes in the Discount 
and Health Care Cost Trend Rate The following table represents the net OPEB liability as of June 30, 2017, 
calculated using the current period discount rate assumption of 4.13 percent, as well as what the net 
OPEB liability would be if it were calculated using a discount rate that is one percentage point lower (3.13 
percent) or one percentage point higher (5.13 percent) than the current assumption. Also shown is the 
net OPEB liability as if it were calculated using health care cost trend rates that are one percentage point 
lower or one percentage point higher than the current health care cost trend rates. 
 

 
 

 
 
NOTE 12 - CONTINGENCIES 
 
Grants - The Academy received financial assistance from federal and state agencies in the form of grants.  
The disbursement of funds received under these programs generally requires compliance with terms and 
conditions specified in the grant agreements and are subject to audit by the grantor agencies.  Any 
disallowed claims resulting from such audits could become a liability of the Academy.  However, in the 
opinion of management, any such disallowed claims will not have a material adverse effect on the overall 
financial position of the Academy at June 30, 2018. 
 
Litigation - There are currently no matters in litigation with the Academy as defendant. 

 
Full-Time Equivalency - Academy foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  
 

Current

1% Decrease Discount Rate 1% Increase

(3.13%) (4.13%) (5.13%)

Academy's proportionate share

  of the net OPEB liability $639,725 $476,524 $347,541

Current

1% Decrease Trend Rate 1% Increase

Academy's proportionate share

  of the net OPEB liability $331,068 $476,524 $667,960
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NOTE 12 – CONTINGENCIES (continued) 
 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE did not perform such a review on the Academy for fiscal year 2018.   
 
As of the date of this report, additional ODE adjustments for fiscal year 2018 are not finalized.  As a result, 
the impact of future FTE adjustments on the fiscal year 2018 financial statements is not determinable, at 
this time. Management believes this may result in either an additional receivable to, or a liability of, the 
Academy. 
 
In addition, the Academy’s contracts with their Sponsor and Management Company require payment 
based on revenues received from the State.  As discussed above, additional FTE adjustments for fiscal year 
2018 are not finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 2018 
financial statements, related to additional reconciliation necessary with these contracts, is not 
determinable.  Management believes this may result in either an additional receivable to, or liability of, 
the Academy.   
 
NOTE 13 – BUILDING LEASES 
 
The Academy entered into a lease for the period from July 31, 2015 through June 30, 2035 with Global 
School Properties, Ohio, LLC, a wholly owned subsidiary of Accel Schools, LLC., a related party, for the use 
of the Academy’s building as a school facility. Rents for 2018 totaled $679,800. The lease is a triple net 
lease with annual base rent at $679,800. There are scheduled inflationary rent adjustments effective July 
1 of each year, with the exception of year 2. During fiscal year 2018, the owner invested no additional 
renovation funds in the property. 
 
The following is a schedule of the future minimum payments for base rent required under the lease as of 
June 30, 2018 (does not include additional building investments by the owner / landlord or facility costs 
pass-throughs): 

Fiscal Year Ending 

June 30 Amount

2019 700,194$             

2020 721,200

2021 742,838

2022 765,123

2023 788,077

2024-2028 4,309,526

2029-2033 4,995,922

2034-2035 1,471,616

Total minimum lease payments 14,494,496$        
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NOTE 14 - SPONSOR 
 
The Academy was approved for operation under a contract with the Ohio Council of Community Schools 
Council (the Sponsor). As part of this contract, which expires in June 30, 2018, the Sponsor is entitled to a 
maximum of 2% of foundation revenues.  Total amount due and paid for fiscal year 2018 was $86,296. 
 
NOTE 15 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES 
 
The Academy entered into an agreement with Accel Schools, a management company, to provide legal, 
financial, and other management support services for fiscal year 2018. The agreement was for a period of 
five years beginning July 1, 2015. Management fees are calculated as 12.5% of the Academy’s State 
Revenue, plus $20,000 for managing Federal Funds. The total amount due from the Academy for the fiscal 
year ending June 30, 2018 was $559,830 and is included under “Purchased Services” on the Statement of 
Revenues, Expenses and Changes in Net Position. 
 
Also per the management agreement there are expenses that will be billed to the Academy based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of Accel employees working 
in at the Academy and other costs related to providing education and administrative services. The total 
amount billed to the Academy inclusive of management fees during fiscal year 2018 was $3,513,226. 
 
The following table is a summary of the management company expenses during fiscal year 2018: 
 

 
 
Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro-rated based on 
full time equivalent (FTE) head count as of June 30, 2018 by each school it manages.  
 

Columbus Humanities, Arts, and Technology Academy

Regular 
Instruction

(1100 Function 
Codes)

Special 
Instruction

(1200 Function 
Codes)

Support 
Services

(2000 Function 
Codes)

Non-Instructional 
(3000 through 
7000 Function 

Codes)

Total

Direct Expenses: 
Salaries & Wages (100 Object Codes) 1,453,992$     103,629$        290,404$        -$                     1,848,025$ 
Employees’ Benefits (200 Object Codes) 80,896            4,880              11,689            -                       97,465        
Professional & Technical Services (410 Object Codes) -                  -                  529,411          -                       529,411      
Supplies (500 Object Codes) 3,648              -                  24,435            -                       28,083        
Other Direct Costs (All Other Object Codes) -                  -                  7,569              -                       7,569          
Indirect Expenses: 
Overhead -                  -                  521,000          -                       521,000      
  
Total Expenses 1,538,536$     108,509$        1,384,508$     -$                     3,031,553$ 
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NOTE 16 - IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES AND RESTATEMENT OF NET 
POSITION 
 

For the fiscal year ended June 30, 2018, the Academy has implemented Governmental Accounting 
Standards Board (GASB) Statement No. 75, Accounting and Financial reporting for Postemployment 
Benefits other than Pensions, GASB Statement No. 81, Irrevocable Split-Interest Agreements, GASB 
Statement No. 85, Omnibus 2017 and GASB Statement No. 86, Certain Debt Extinguishments. 
 
GASB Statement No. 75 requires recognition of the entire net postemployment benefits other than 
pensions (other postemployment benefits or OPEB) liability and a more comprehensive measure of 
postemployment benefits expense for OPEB provided to the employees of state and local governmental 
employers through OPEB plans that are administered through trusts or equivalent arrangements. The 
implementation of GASB Statement No. 75 resulted in the inclusion of net OPEB liability and OPEB expense 
components on the accrual financial statements.  See below for the effect on net position as previously 
reported.  
 
GASB Statement No. 81 requires that a government that receives resources pursuant to an irrevocable 
split-interest agreement recognize assets, liabilities, and deferred inflows of resources at the inception of 
the agreement. Furthermore, it requires that a government recognize assets representing its beneficial 
interests in irrevocable split-interest agreements that are administered by a third party, if the government 
controls the present service capacity of the beneficial interests. This Statement also requires that a 
government recognize revenue when the resources become applicable to the reporting period.  The 
implementation of GASB Statement No. 81 did not have an effect on the financial statements of the 
Academy. 
 
GASB Statement No. 85 addresses a variety of topics including issues related to blending component units, 
goodwill, fair value measurement and application, and postemployment benefits. These changes were 
incorporated in the Academy’s fiscal year 2018 financial statements; however, there was no effect on 
beginning net position.  
 
GASB Statement No. 86 addresses the reporting and disclosure requirements of certain debt 
extinguishments including in-substance defeasance transactions and prepaid insurance associated with 
debt that is extinguished. The implementation of GASB Statement No. 86 did not have an effect on the 
financial statements of the Academy. 
 

Net Position June 30, 2017 (6,500,648)$   

Adjustments:
Net OPEB liability (746,782)         
Deferred Outflow - Payments Subsequent to Measurement Date 5,844               

Restated Net Position June 30, 2017 (7,241,586)$   

 
Other than employer contributions subsequent to the measurement date, the Academy made no 
restatement for deferred inflows/outflows of resources as the information needed to generate these 
restatements was not available.
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NOTE 17 - MANAGEMENT PLAN 
 
For fiscal year 2018, the Academy had a net position deficit of $(5,181,974), which includes the impact of 
the net pension and OPEB liabilities and related accruals. The Academy’s net deficit in fiscal year 2018 
improved from the $(7,241,586) restated net deficit in fiscal 2017. Enrollment increased in fiscal year 2018 
to 542, up from 505 in fiscal year 2018.  The Academy’s ability to maintain a stable administrative and 
instructional team along with active advertising via print, radio, mailings and through referrals of current 
parents is anticipated to help produce the likelihood of future enrollment growth leading to surpluses and 
provide an opportunity for the academy to recover from its prior deficits. 
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See accompanying notes to the required supplementary information. 
 
 

2018 2017 2016 2015 2014
Academy's Proportion of the Net Pension

Liability 0.0091211% 0.0071490% 0.0055871% 0.005899% 0.005899%

Academy's Proportionate Share of the Net
Pension Liability 544,966$        523,241$        318,805$        298,545$        350,795$        

Academy's Covered Payroll 278,664$        283,214$        168,202$        162,006$        232,832$        

Academy's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 195.56% 184.75% 189.54% 184.28% 150.66%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 69.50% 62.98% 69.16% 71.70% 65.52%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 
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2018 2017 2016 2015 2014

Academy's Proportion of the Net Pension Liability 0.01221344% 0.01023607% 0.00985991% 0.00950472% 0.00950472%

Academy's Proportionate Share of the Net Pension Liability 2,901,330$    3,426,321$    2,724,991$   2,311,877$    2,753,893$   

Academy's Covered Payroll 1,342,721$    1,033,500$    1,028,714$   1,057,685$    917,746$      

Academy's Proportionate Share of the Net Pension Liability 216.08% 331.53% 264.89% 218.58% 300.07%

as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 75.30% 66.80% 72.10% 74.70% 69.30%

Total Pension Liability

(1) Information prior to 2014 is not available

Amounts presented as of the School's measurement date, which is the prior fiscal year end. 

See accompanying notes to the required supplementary information. 
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2018 2017 2016 2015 2014

Contractually Required Contribution 47,137$    39,013$    39,650$    22,169$     22,454$     

Contributions in Relation to the Contractually 

Required Contribution (47,137)$   (39,013)$   (39,650)$   (22,169)$    (22,454)$    

Contribution Deficiency (Excess) -$         -$         -$         -$          -$          

Academy's Covered Payroll 349,163$  278,664$  283,214$  168,202$   162,006$   

Contributions as a Percentage of

Covered Payroll 13.50% 14.00% 14.00% 13.18% 13.86%

2013 2012 2011 2010 2009

Contractually Required Contribution 32,224$         23,671$      17,912$      30,567$       23,880$       

Contributions in Relation to the Contractually 

Required Contribution (32,224)$        (23,671)$     (17,912)$     (30,567)$      (23,880)$      

Contribution Deficiency (Excess) -$              -$            -$           -$             -$             

Academy's Covered Payroll 232,832$       175,993$     142,498$    225,763$      242,683$      

Contributions as a Percentage of

Covered Payroll 13.84% 13.45% 12.57% 13.54% 9.84%

 
See accompanying notes to the required supplementary information. 
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2018 2017 2016 2015 2014

Contractually Required Contribution 206,617$     187,981$     144,690$      144,020$      137,499$      

Contributions in Relation to the Contractually 

Required Contribution (206,617)$    (187,981)$    (144,690)$     (144,020)$     (137,499)$     

Contribution Deficiency (Excess) -$            -$            -$             -$             -$             

Academy's Covered Payroll 1,475,836$   1,342,721$   1,033,500$   1,028,714$   1,057,685$   

Contributions as a Percentage of

Covered Payroll 14.00% 14.00% 14.00% 14.00% 13.00%

 
2013 2012 2011 2010 2009

Contractually Required Contribution 119,307$     126,221$     151,056$     132,416$     138,792$     

Contributions in Relation to the Contractually 

Required Contribution (119,307)$    (126,221)$    (151,056)$    (132,416)$    (138,792)$    

Contribution Deficiency (Excess) -$            -$            -$            -$            -$            

Academy's Covered Payroll 917,746$     970,931$     1,161,662$   1,018,585$   1,067,631$   

Contributions as a Percentage of

Covered Payroll 13.00% 13.00% 13.00% 13.00% 13.00%

 
See accompanying notes to the required supplementary information. 
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2018 2017

Academy's Proportion of the Net OPEB Liability 0.00898860% 0.00699395%

Academy's Proportionate Share of the Net OPEB Liability 241,230$       199,354$       

Academy's Covered Payroll 278,664$       283,214$       

Academy's Proportionate Share of the Net OPEB Liability 86.57% 70.39%

as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 12.46% 11.49%

Total OPEB Liability

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

 
See accompanying notes to the required supplementary information. 
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2018 2017

Academy's Proportion of the Net OPEB Liability 0.01221344% 0.01023607%

Academy's Proportionate Share of the Net OPEB Liability 476,524$        547,428$        

Academy's Covered Payroll 1,342,721$     1,033,500$     

Academy's Proportionate Share of the Net OPEB Liability 35.49% 52.97%

as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 47.10% 37.30%

Total OPEB Liability

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

 
See accompanying notes to the required supplementary information. 
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2018 2017 2016 2015 2014

Contractually Required Contribution 6,058$         5,844$         2,463$         1,379$         1,303$         

Contributions in Relation to the Contractually 

Required Contribution (6,058)$        (5,844)$        (2,463)$        (1,379)$        (1,303)$        

Contribution Deficiency (Excess) -$            -$            -$             -$             -$             

Academy's Covered Payroll 349,163$     278,664$     283,214$      168,202$      162,006$      

Contributions as a Percentage of

Covered Payroll 1.74% 2.10% 0.87% 0.82% 13.00%

 
2013 2012 2011 2010 2009

Contractually Required Contribution 1,820$        1,025$        834$            1,200$         10,987$       

Contributions in Relation to the Contractually 

Required Contribution (1,820)$       (1,025)$       (834)$           (1,200)$        (10,987)$      

Contribution Deficiency (Excess) -$            -$            -$            -$            -$            

Academy's Covered Payroll 232,832$     175,993$     142,498$     225,753$     242,683$     

Contributions as a Percentage of

Covered Payroll 0.78% 0.58% 0.59% 0.53% 4.53%
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2018 2017 2016 2015 2014

Contractually Required Contribution -$            -$            -$             -$             10,577$       

Contributions in Relation to the Contractually 

Required Contribution -$            -$            -$             -$             (10,577)$      

Contribution Deficiency (Excess) -$            -$            -$             -$             -$             

Academy's Covered Payroll 1,475,836$   1,342,721$   1,033,500$   1,028,714$   1,057,685$   

Contributions as a Percentage of

Covered Payroll 0.00% 0.00% 0.00% 0.00% 1.00%

 
2013 2012 2011 2010 2009

Contractually Required Contribution 9,177$        9,709$        11,620$       10,186$       10,676$       

Contributions in Relation to the Contractually 

Required Contribution (9,177)$       (9,709)$       (11,620)$      (10,186)$      (10,676)$      

Contribution Deficiency (Excess) -$            -$            -$            -$            -$            

Academy's Covered Payroll 917,746$     970,931$     1,161,969$   1,018,585$   1,067,631$   

Contributions as a Percentage of

Covered Payroll 1.00% 1.00% 1.00% 1.00% 1.00%
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Net Pension Liability  
 
Changes of benefit terms - SERS:  
 
There were no changes in benefit terms from the amounts reported for fiscal years 2014-2018. 
 
The following changes were made to the benefit terms in 2018 as identified: The COLA was changed from 
a fixed 3.00% to a COLA that is indexed to CPI-W not greater than 2.5% with a floor of 0% beginning 
January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has enacted a 
three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in assumptions - SERS:  
 
There were no changes in methods and assumptions used in the calculation of actuarial determined 
contributions for fiscal years 2014-2016 and 2018. For fiscal year 2018, the following changes of 
assumptions affected the total pension liability since the prior measurement date: (a) the assumed rate 
of inflation was reduced from 3.25% to 3.00%, (b) payroll growth assumption was reduced from 4.00% to 
3.50%, (c) assumed real wage growth was reduced from 0.75% to 0.50%, (d) Rates of withdrawal, 
retirement and disability were updated to reflect recent experience, (e) mortality among active members 
was updated to RP-2014 Blue Collar Mortality Table with fully generational projection and a five year age 
set-back for both males and females, (f) mortality among service retired members, and beneficiaries was 
updated to the following RP-2014 Blue Collar Mortality Table with fully generational projection with Scale 
BB, 120% of male rates, and 110% of female rates and (g) mortality among disable member was updated 
to RP-2000 Disabled Mortality Table, 90% for male rates and 100% for female rates, set back five years is 
used for the period after disability retirement (h) change in discount rate from 7.75% to 7.5%.   
 
Changes in benefit terms - STRS:  
 
There were no changes in benefit terms from the amounts reported for fiscal years 2014-2017. Effective 
for fiscal year 2018, the cost of living adjustment (COLA) was reduced to zero. 
 
Changes in assumptions - STRS:  
 
There were no changes in methods and assumptions used in the calculation of actuarial determined 
contributions for fiscal years 2014-2018.  For fiscal year 2018, the following changes of assumptions 
affected the total pension liability since the prior measurement date: (a) inflation assumption lowered 
from 2.75% to 2.50%, (b) investment return assumption lowered from 7.75% to 7.45%, (c) total salary 
increases rates lowered by decreasing the merit component of the individual salary increases, as well as 
by 0.25% due to lower inflation, (d) payroll growth assumption lowered to 3.00%, (e) updated the healthy 
and disable mortality assumption to the “RP-2014” mortality tables with generational improvement scale 
MP-2016, (f) rates of retirement, termination and disability were modified to better reflect anticipated 
future experience. 
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Net OPEB Liability  
  
Changes in Assumptions – SERS  
  
Amounts reported for fiscal year 2018 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability as presented below:  
  
Municipal Bond Index Rate: 
    Fiscal year 2018          3.56 percent 
    Fiscal year 2017         2.92 percent 
Single Equivalent Interest Rate, net of plan investment expense, 
 including price inflation 
    Fiscal year 2018          3.63 percent 
    Fiscal year 2017         2.98 percent 
  
 Changes in Assumptions – STRS  
  
For fiscal year 2018, the discount rate was increased from 3.26 percent to 4.13 percent based on the 
methodology defined under GASB Statement No. 74, Financial Reporting for Postemployment Benefit 
Plans Other Than Pension Plans (OPEB) and the long term expected rate of return was reduced from 7.75 
percent to 7.45 percent. Valuation year per capita health care costs were updated, and the salary scale 
was modified. The percentage of future retirees electing each option was updated based on current data 
and the percentage of future disabled retirees and terminated vested participants electing health 
coverage were decreased. The assumed mortality, disability, retirement, withdrawal and future health 
care cost trend rates were modified along with the portion of rebated prescription drug costs.  
  
Also, for fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. 
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December 28, 2018

To the Board of Directors
Columbus Humanities, Arts and Technology Academy
Franklin County, Ohio
1333 Morse Road
Columbus, Ohio  43229

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the Columbus Humanities, Arts and 
Technology Academy, Franklin County, Ohio (the “Academy”) as of and for the year ended June 30, 2018, and 
the related notes to the financial statements, which collectively comprise the Academy’s basic financial 
statements, and have issued our report thereon dated December 28, 2018, in which we noted the Academy restated 
their net position to account for the implementation of Governmental Accounting Standard Board (GASB) 
Statement No. 75, “Accounting and Financial reporting for Postemployment Benefits other than Pensions”, and the 
Academy has suffered recurring losses from operations and has a net position deficit of $5,181,974, including the 
net effect of net pension liability, net OPEB liability and related accruals totaling $2,459,271, that raises 
substantial doubt about its ability to continue as a going concern.

Internal Control over Financial Reporting

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

A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance. 
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Columbus Humanities, Arts and Technology Academy 
Independent Auditor’s Report on Internal Control over Financial Reporting 
   and on Compliance and Other Matters Based on an Audit of 
   Financial Statements Performed in Accordance with 

Government Auditing Standards
Page 2 of 2

Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified.

Compliance and Other Matters

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

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose.

Cambridge, Ohio
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December 28, 2018

To the Board of Directors
Columbus Humanities, Arts and Technology Academy
Franklin County, Ohio
1333 Morse Road
Columbus, Ohio 43229

Independent Auditor’s Report on Compliance for Each Major Federal 
Program and Report on Internal Control over Compliance

Required by the Uniform Guidance

Report on Compliance for Each Major Federal Program

We have audited the Columbus Humanities, Arts and Technology Academy’s, Franklin County, Ohio 
(the “Academy”) compliance with the types of compliance requirements described in the OMB 
Compliance Supplement that could have a direct and material effect on each of the Academy’s major 
federal programs for the year ended June 30, 2018. The Academy’s major federal programs are identified 
in the summary of auditor’s results section of the accompanying schedule of findings and questioned 
costs.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and conditions 
of its federal awards applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the Academy’s major federal 
programs based on our audit of the types of compliance requirements referred to above. We conducted 
our audit of compliance in accordance with auditing standards generally accepted in the United States of 
America; the standards applicable to financial audits contained in Government Auditing Standards, issued 
by the Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of 
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit 
Requirements for Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance 
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance 
with the types of compliance requirements referred to above that could have a direct and material effect 
on a major federal program occurred. An audit includes examining, on a test basis, evidence about the 
Academy’s compliance with those requirements and performing such other procedures as we considered 
necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major 
federal program. However, our audit does not provide a legal determination of the Academy’s
compliance.
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Columbus Humanities, Arts and Technology Academy
Independent Auditor’s Report on Compliance for Each Major Federal Program and

Report on Internal Control over Required by the Uniform Guidance
Page 2 of 2

Opinion on Each Major Federal Program

In our opinion, the Academy complied, in all material respects, with the types of compliance requirements 
referred to above that could have a direct and material effect on each of its major federal programs for the 
year ended June 30, 2018.

Report on Internal Control over Compliance

Management of the Academy is responsible for establishing and maintaining effective internal control 
over compliance with the types of compliance requirements referred to above. In planning and performing 
our audit of compliance, we considered the Academy’s internal control over compliance with the types of 
requirements that could have a direct and material effect on each major federal program to determine the 
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on 
compliance for each major federal program and to test and report on internal control over compliance in 
accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on the 
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the 
effectiveness of the Academy’s internal control over compliance.

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

Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over 
compliance that might be material weaknesses or significant deficiencies. We did not identify any 
deficiencies in internal control over compliance that we consider to be material weaknesses. However, 
material weaknesses may exist that have not been identified.

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

Cambridge, Ohio
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CFDA # Grant Year Expenses
Total Provided to 

Subrecipients

U. S. Department of Education

Passed Through Ohio Department of Education:

Title I 84.010 2018 330,618$           -$                       

Special Education Cluster:
IDEA Part B 84.027 2018 51,522               -                         

Total Special Education Cluster 51,522               -                         

Title IV-A Student Support and Academic Enrichment Grant 84.424A 2018 4,334                 -                         

Title III English Language Acquisition Grants 84.365 2018 43,567               -                         

Title II-A Improving Teacher Quality 84.367 2018 72,966               -                         

Total U.S. Department of Education 503,007             -                         

U. S. Department of Agriculture

Passed Through the Ohio Department of Education:

Child Nutrition Cluster:
Cash Assistance:

School Breakfast Program 10.553 2018 118,112             -                         
National School Lunch Program 10.555 2018 253,134             -                         
Total Child Nutrition Cluster 371,246             -                         

Total U.S. Department of Agriculture 371,246             -                         

TOTAL FEDERAL FINANCIAL ASSISTANCE 874,253$           -$                       

COLUMBUS HUMANITIES, ARTS AND TECHNOLOGY ACADEMY
FRANKLIN COUNTY, OHIO

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2018

Federal Grantor/ Pass-Through Grantor/ Program Title
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NOTE A - BASIS OF PRESENTATION

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

NOTE C - TRANSFERS

CFDA Number / Grant Title Grant Year Transfer Out Transfer In
84.010 Title I 2017 67,011$             
84.010 Title I 2018 67,011$                 
84.367 Title II-A Improving Teacher Quality 2017 19,594               
84.367 Title II-A Improving Teacher Quality 2018 19,594                   
84.027 Special Education IDEA Part B 2017 22,967               
84.027 Special Education IDEA Part B 2018 22,967                   

109,572$           109,572$               

NOTE D - CHILD NUTRITION CLUSTER

The Academy commingles cash receipts from the U.S. Department of Agriculture with similar State Grants. When reporting expenditures on this
Schedule, the Academy assumes it expends federal monies first. 

The Academy generally must spend Federal assistance within 15 months of receipt. However, with Ohio Department of Education (ODE) approval,
an Academy can transfer (carryover) unspent Federal assistance to the succeeding year, thus allowing the Academy a total of 27 months to spend
the assistance. During fiscal year 2018, the ODE authorized the following transfers:

COLUMBUS HUMANITIES, ARTS AND TECHNOLOGY ACADEMY
FRANKLIN COUNTY, OHIO

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2018

The accompanying Schedule of Expenditures of Federal Awards (the Schedule) includes the federal award activity of Columbus Humanities, Arts
and Technology Academy, Franklin County, Ohio (the Academy) under programs of the federal government for the year ended June 30, 2018. The
information on this Schedule is prepared in accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform 
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Because the Schedule presents
only a selected portion of the operations of the Academy, it is not intended to and does not present the financial position, changes in net position, or
cash flows of the Academy. 

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures are recognized following the cost
principles contained in the Uniform Guidance, wherein certain types of expenditures may or may not be allowable or may be limited as to
reimbursement. The Academy has elected not to use the 10-percent de minimus indirect cost rate as allowed under the Uniform Guidance.

2 CFR 200.510(B)(6)
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COLUMBUS HUMANITIES, ARTS AND TECHNOLOGY ACADEMY
FRANKLIN COUNTY, OHIO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
2 CFR §200.515
JUNE 30, 2018

1.  SUMMARY OF AUDITOR'S RESULTS

(d) (1) (i) Type of Financial Statement
Opinion

Unmodified

(d) (1) (ii) Were there any material weaknesses in 
internal control reported at the financial 
statement level (GAGAS)?

No

(d) (1) (ii) Were there any significant deficiencies in 
internal control reported at the financial 
statement level (GAGAS)?

None Reported

(d) (1) (iii) Was there any reported material 
noncompliance at the financial statement 
level (GAGAS)?

No

(d) (1) (iv) Were there any material weaknesses in 
internal control reported for major federal 
programs?

No

(d) (1) (iv) Were there any significant deficiencies in 
internal control reported for major federal 
programs?

None Reported

(d) (1) (v) Type of Major Programs’ Compliance 
Opinion Unmodified

(d) (1) (vi) Are there any reportable findings under 2 
CFR § 200.516(a)? No

(d) (1) (vii) Major Programs (list):

Child Nutrition Cluster CFDA # 10.553/10.555

(d) (1) (viii)
Dollar Threshold: Type A/B Programs Type A: > $750,000

Type B: All others

(d) (1) (ix) Low Risk Auditee under 2 CFR §200.520? No

2.   FINDINGS RELATED TO THE FINANCIAL STATEMENTS
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS

  
None were noted.

3.   FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS

None were noted.
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Board of Directors 
Columbus Humanities, Arts and Technology Academy 
1333 Morse Road 
Columbus, OH 43229 
 
 
We have reviewed the Independent Auditor’s Report of the Columbus Humanities, Arts and 
Technology Academy, Franklin County, prepared by Rea & Associates, Inc., for the audit period 
July 1, 2016 through June 30, 2017.  Based upon this review, we have accepted these reports in 
lieu of the audit required by Section 117.11, Revised Code.  The Auditor of State did not audit 
the accompanying financial statements and, accordingly, we are unable to express, and do not 
express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Columbus Humanities, Arts and Technology 
Academy is responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
 
 
Dave Yost 
Auditor of State 
 
March 11, 2017 
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December 26, 2017 
 
To the Board of Directors 
Columbus Humanities, Arts and Technology Academy 
Franklin County, Ohio 
1333 Morse Road 
Columbus, Ohio 43229 
 
 

INDEPENDENT AUDITOR'S REPORT 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Columbus Humanities, Arts and 
Technology Academy, Franklin County, Ohio, (the “Academy”) as of and for the year ended June 30, 
2017, and the related notes to the financial statements, which collectively comprise the Academy’s basic 
financial statements as listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the Academy’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Academy’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion 
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Columbus Humanities, Arts and Technology Academy 
Independent Auditor’s Report 
Page 2 of 3 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Academy as of June 30, 2017, and the changes in its financial position and its 
cash flows for the year then ended in accordance with accounting principles generally accepted in the 
United States of America. 
 
Emphasis of a Matter  
 
The accompanying financial statements have been prepared assuming the Academy will continue as a 
going concern. As disclosed in Note 16 to the financial statements, the Academy has previously suffered 
recurring losses from operations and has a net position deficit of $6,500,648 that raises substantial doubt 
about its ability to continue as a going concern. This deficit net position includes the effect of the net 
pension liability and related accruals totaling $3,009,950. Note 16 describes management’s plan regarding 
these issues. The financial statements do not include any adjustments that might result from the outcome 
of this uncertainty. Our opinion is not modified with respect to this matter. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis and the Schedule of the Academy's Proportionate Share of the Net Pension 
Liability, and Schedule of the Academy’s Contributions on pages 4-9, 34-35, and 36-37, respectively, be 
presented to supplement the basic financial statements. Such information, although not a part of the basic 
financial statements, is required by the Governmental Accounting Standards Board who considers it to be 
an essential part of financial reporting for placing the basic financial statements in an appropriate 
operational, economic, or historical context. We have applied certain limited procedures to the required 
supplementary information in accordance with auditing standards generally accepted in the United States 
of America, which consisted of inquiries of management about the methods of preparing the information 
and comparing the information for consistency with management’s responses to our inquiries, the basic 
financial statements, and other knowledge we obtained during our audit of the basic financial statements. 
We do not express an opinion or provide any assurance on the information because the limited procedures 
do not provide us with sufficient evidence to express an opinion or provide any assurance.  
 
Other Information 
 
Our audit was conducted for the purpose of forming an opinion on the financial statements that 
collectively comprise the Academy’s basic financial statements. The Schedule of Expenditures of Federal 
Awards, as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative 
Requirements, Cost Principles, and Audit Requirements for Federal Awards is presented for purposes of 
additional analysis and is not a required part of the basic financial statements. 
 
The Schedule of Expenditures of Federal Awards is the responsibility of management and was derived 
from and relates directly to the underlying accounting and other records used to prepare the basic 
financial statements. Such information has been subjected to the auditing procedures applied in the audit 
of the basic financial statements and certain additional procedures, including comparing and reconciling  
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Columbus Humanities, Arts and Technology Academy 
Independent Auditor’s Report 
Page 3 of 3 
 
such information directly to the underlying accounting and other records used to prepare the basic 
financial statements or to the basic financial statements themselves, and other additional procedures in 
accordance with auditing standards generally accepted in the United States of America. In our opinion, 
the Schedule of Expenditures of Federal Awards is fairly stated, in all material respects, in relation to the 
basic financial statements as a whole. 
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated December 26, 
2017 on our consideration of the Academy’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on internal control 
over financial reporting or on compliance. That report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the Academy’s internal control over 
financial reporting and compliance. 
 
 
 
 
 

Cambridge, Ohio 
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COLUMBUS HUMANITIES, ARTS & TECHNOLOGY ACADEMY - FRANKLIN COUNTY, OHIO 
 
MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED JUNE 30, 2017 - UNAUDITED 
 

  4 

The discussion and analysis of the Columbus Humanities Arts & Technology Academy’s (the “Academy”) 
financial performance provides an overall review of the Academy’s financial activities for the fiscal year 
ended June 30, 2017.  Readers should also review the basic financial statements and notes to enhance 
their understanding of the Academy’s financial performance. 
 

HIGHLIGHTS 
 
The Academy finished its thirteenth year of operation during fiscal year 2017 serving grades kindergarten 
through eighth grade.  Enrollment increased from 371 students in 2016 to 505 students in 2017. 
 
Key highlights for fiscal year 2017 are as follows: 
 

• Net Position increased $557,858. 

• Total revenue decreased from $6,404,164 in fiscal year 2016 to $4,942,778 in fiscal year 2017 due 
to debt forgiveness in 2016. 

• Operating expenses (excluding interest) increased from $3,542,671 in fiscal year 2016 
 to $4,255,057 in fiscal year 2017. 

• The Academy paid off the entire balance of Advances Payable during fiscal year 2017 in the 

amount of $354,700. 

 
OVERVIEW OF FINANCIAL STATEMENTS  
 
The financial report consists of three parts-required supplemental information, the basic financial 
statements, and the notes to the basic financial statements. These statements are organized so the reader 
can understand the financial position of the academy. Enterprise accounting uses a flow of economic 
resource measurement focus. With this measurement focus, all assets, deferred outflows of resources, all 
liabilities, and deferred inflows of resources are included on the statement of net position. The statement 
of net position represents the financial position of the Academy.  The statement of revenues, expenses, 
and changes in net position presents increases (e.g., revenues) and decreases (e.g. expenses) in net 
position.  The statement of cash flows reflects how the Academy finances and meets its cash flow needs. 
Finally, the notes to the basic financial statements provide additional information that is essential to the 
full understanding of the data provided in the basic financial statements.   
 

FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE 
 
The Academy is not required to present government-wide financial statements as the Academy is engaged 
in only business-type activities. Therefore, no condensed financial information derived from the 
governmental-wide financial statements is included in the discussion and analysis.    
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MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED JUNE 30, 2017 - UNAUDITED 
 

  5 

FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The following table provides a summary of Academy’s net position for 2017 compared to 2016: 
 

2017 2016

Assets:

  Current assets:

    Cash and Cash Equivalents 663,836$                 236,554$                

    Intergovernmental Receivable 29,655                     131,064                  

    Prepaid Expense 1,188                       -                          

       Total current assets 694,679 367,618

Noncurrent assets: 

  Capital Assets, net of Accumulated Depreciation 53,227 45,533

     Total noncurrent assets 53,227 45,533

Total assets 747,906                   413,151                  

Deferred Outflows of Resources 949,005                   394,412                  

Liabilities:   

  Current liabilities:

     Accounts Payable, Trade 16,295                     90,182                    

     Accounts Payable, Related Party 213,757 134,659

     Accrued Expenses 8,552                       32,453                    

     Advances Payable -                           354,700                  

       Total current liabilities 238,604                   611,994                  

Noncurrent Liabilities:

  Net Pension Liability 3,949,562 3,043,796

  Noncurrent Portion of Long-term Debt 4,000,000 4,000,000

     Total noncurrent liabilities 7,949,562 7,043,796

        Total liabilities 8,188,166 7,655,790

Deferred Inflows of Resources 9,393 210,278

Net Position

  Invested in Capital Assets 53,227 45,533

  Unrestricted Net Position (6,553,875) (7,104,039)

     Total Net Position (6,500,648)$             (7,058,506)$            

Table 1

Net Position
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COLUMBUS HUMANITIES, ARTS & TECHNOLOGY ACADEMY - FRANKLIN COUNTY, OHIO 
 
MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED JUNE 30, 2017 - UNAUDITED 
 

  6 

FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Total net position increased $557,858. The cause of the increase was due to increased enrollment. During 
2007, the Academy relocated from the temporary modular site to the current permanent site.  With that 
relocation the Academy was able to obtain a facility that is better designed for educating children and had 
significantly higher capacity, albeit at a higher annual occupancy cost. Until enrollment grows closer to 
capacity, the Academy will have difficulty with breaking even.  The goal of the facility decision was to 
enhance the learning environment and provide capacity to grow enrollment into the future.  Once the 
growth occurs, the Academy would begin to generate surpluses on an annual basis sufficient to eliminate 
accumulated deficits.  Based on the analysis that was done at the time the decision was made to open the 
Academy, the Board and its management have made the decision to make an investment in the future of 
the children of this community, not based on a plan that was expected to generate large economic profits, 
but rather on a plan that is economically sustainable in the long-run and that would generate dividends 
to the community in the form of enhanced opportunities for children and families. Resources for the 
necessary program became available by delaying payment on invoices from the Academy’s management 
company for certain rent, management services, other operating expenses and personnel services.  
 
Under the standards required by GASB 68, the net pension liability equals the Academy’s proportionate 
share of each plan’s collective: 
 

1. Present value of estimated future pension benefits attributable to active and inactive employees’ 
past service  

2. Minus plan assets available to pay these benefits 
 
GASB notes that pension obligations, whether funded or unfunded, are part of the “employment 
exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, and the 
promise of a future pension.  GASB noted that the unfunded portion of this pension promise is a present 
obligation of the government, part of a bargained-for benefit to the employee, and should accordingly be 
reported by the government as a liability since they received the benefit of the exchange.  However, the 
Academy is not responsible for certain key factors affecting the balance of this liability.  In Ohio, the 
employee shares the obligation of funding pension benefits with the employer.  Both employer and 
employee contribution rates are capped by State statute.  A change in these caps requires action of both  
Houses of the General Assembly and approval of the Governor.  Benefit provisions are also determined 
by State statute.  The employee enters the employment exchange with the knowledge that the employer’s 
promise is limited not by contract but by law.  The employer enters the exchange also knowing that there 
is a specific, legal limit to its contribution to the pension system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension system as against the public employer.  State law operates 
to mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the employment exchange with notice as to the law.  The pension system is responsible for the 
administration of the plan.  
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 

Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability.  As explained above, changes in pension benefits, contribution rates, 
and return on investments affect the balance of the net pension liability, but are outside the control of 
the local government.  In the event that contributions, investment returns, and other changes are 
insufficient to keep up with required pension payments, State statute does not assign/identify the 
responsible party for the unfunded portion.  Due to the unique nature of how the net pension liability is 
satisfied, this liability is separately identified within the long-term liability section of the statement of net 
position. 
 
In accordance with GASB 68, the Academy’s statements prepared on an accrual basis of accounting 
include an annual pension expense for their proportionate share of each plan’s change in net pension 
liability not accounted for as deferred inflows/outflows. As a result of implementing GASB 68, the 
Academy is reporting a net pension liability and deferred inflows/outflows of resources related to pension 
on the accrual basis of accounting.   
 
Current year changes in deferred outflows/ inflows of resources and the net pension liability are the result 
of changes in accruals related to GASB 68. 
 
 
 
 
 
 
 
 
 
 
 

This space intentionally left blank. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The following table reflects the changes in net position for fiscal year 2017 as compared to 2016: 
 

2017 2016

Operating Revenues:

  State Aid 4,093,574$    2,973,493$       

  Charges for Services - 10,028

  Miscellaneous 9,777 14,644

    Total Operating Revenues 4,103,351      2,998,165         

Operating Expenses:

  Purchased Services 4,147,645 3,309,840

  Depreciation 24,435 20,471

  General Supplies 80,373 170,442

  Other Operating Expense 2,603 41,918

    Total Operating Expenses 4,255,057 3,542,671

        Operating Loss (151,706) (544,506)

Nonoperating Revenues and (Expenses)

  Federal and State Restricted Grants 839,427 662,071

  Debt Forgiveness -                 2,743,928

  Interest Expense (129,863) (53,267)

    Net Nonoperating Revenues and (Expenses) 709,564         3,352,732         

Change in Net Position 557,858 2,808,226

Net Position, Beginning of Year (7,058,506) (9,866,732)

Net Position, End of Year (6,500,648)$   (7,058,506)$      

Table 2

Change in Net Position

 
Average enrollment in fiscal year 2017 increased from fiscal year 2016 by approximately 134 students 
resulting in increases to both State Aid and Purchased Services. As previously identified, non-operating 
revenue decreased due to debt forgiveness recognized in 2016.  It is Management’s goal to increase 
enrollment to be closer to the facility’s capacity of approximately 750 students at which point the 
Academy would generate surpluses on an annual basis sufficient to eliminate accumulated deficits.  
 

BUDGETING 
 
Unlike other public schools located in the State of Ohio, community schools are not required to follow 
budgetary provision set forth in the Ohio Revised Code Chapter 5705, other than the development of a 
five year forecast. The Academy’s contract with its sponsor also requires an annual financial plan.   
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CAPITAL ASSETS 
 
At the end of fiscal year 2017, the Academy had $53,227 invested in capital assets (net of accumulated 
depreciation) for its leasehold improvements and other equipment.  
 
The following table shows fiscal year 2017 compared to 2016:   
      

 

2017 2016 Change

Leasehold Improvements $25,508 $3,610 $21,898

Furniture & Equipment 7,072              4,030            3,042           

Computers and Software 20,647 12,893 7,754

Construction in Progress -                  25,000 (25,000)

$53,227 $45,533 $7,694

Capital Assets at June 30 (Net of Depreciation)

 
For further information regarding the Academy’s capital assets, refer to Note 5 of the basic financial 
statements.   
 

DEBT 
 
At June 30, 2017, the Academy had a long-term Notes Payable to Accel Schools in the amount of 
$4,000,000 outstanding at year end.  
 
For further information regarding the Academy’s debt, refer to Note 6 to the basic financial statements.   
 

OPERATIONS 
 
Columbus Humanities Arts & Technology Academy is a nonprofit corporation established pursuant to Ohio 
Revised Code Chapter 3314.  The Academy offers education for Ohio children in grades K-8.  The Academy 
is independent of any school district and is nonsectarian in its programs, admission policies, employment 
practices, and all other operations.  The Academy may lease or acquire facilities as needed and contract 
for any services necessary for the operation of the Academy.   
 

REQUESTS FOR INFORMATION 
 
This financial report is designed to provide citizens, taxpayers, investors, and creditors with a general 
overview of the Academy’s finances and to show the Academy’s accountability for the money it receives.  
If you have any question concerning this report, please contact the Academy’s Fiscal Officer, C. David 
Massa, CPA of Massa Financial Solutions, LLC, 1333 Morse Road, Columbus, Ohio 43229. 
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COLUMBUS HUMANITIES, ARTS & TECHNOLOGY ACADEMY - FRANKLIN COUNTY, OHIO 

  
Statement of Net Position 

At June 30, 2017 

 
Assets:

Current Assets:

    Cash and Cash Equivalents 663,836$          

    Intergovernmental Receivable 29,655

    Prepaid Expense 1,188

      Total Current Assets 694,679

Noncurrent Assets:

  Capital Assets, net of Accumulated Depreciation 53,227

53,227

Total Assets 747,906            

Deferred Outflows of Resources 949,005            

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 16,295               

    Accounts Payable, Related Party 213,757            

    Accrued Expenses 8,552                 

       Total Current Liabilities 238,604            

Noncurrent Liabilities:

  Net Pension Liability 3,949,562

  Noncurrent Portion of Long-term Debt 4,000,000         

    Total Noncurrent Liabilities 7,949,562

       Total Liabilities 8,188,166

Deferred Inflows of Resources 9,393

Net Position:

  Invested in Capital Assets 53,227

  Unrestricted Net Position (6,553,875)

  Total Net Position (6,500,648)$     

See Accompanying Notes to the Basic Financial Statements  
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COLUMBUS HUMANITIES, ARTS & TECHNOLOGY ACADEMY - FRANKLIN COUNTY, OHIO 
 

             Statement of Revenues, 
              Expenses and Changes in Net Position 

              For the Fiscal Year Ended June 30, 2017 
 
 

Operating Revenues:

  State Aid 4,093,574$       

  Miscellaneous 9,777

    Total Operating Revenues 4,103,351

Operating Expenses:

  Purchased Services 4,147,645

  Depreciation 24,435

  Supplies 80,373

  Other Operating Expenses 2,604

    Total Operating Expenses 4,255,057

      Operating Loss (151,706)

Non-Operating Revenues and (Expenses):

  Federal and State Restricted Grants 839,427

  Interest Expense (129,863)           

    Net Non-operating Revenues and (Expenses) 709,564

Change in Position 557,858            

Net Position Beginning of Year (7,058,506)        

Net Position End of Year (6,500,648)$     

See Accompanying Notes to the Basic Financial Statements  
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COLUMBUS HUMANITIES, ARTS & TECHNOLOGY ACADEMY – FRANKLIN COUNTY, OHIO  

  
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2017 
 

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 4,093,574$             

Other Operating Receipts 9,777                       

Cash Payments to Suppliers for Goods and Services (4,100,471)              

Net Cash Provided By Operating Activities 2,880                       

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Charter School Capital Proceeds 902,200                  

Charter School Capital Payments (1,256,900)              

Charter School Capital Program Fees (29,863)                   

Note Payable Interest Payments (100,000)                 

Federal and State Grant Receipts 941,094                  

Net Cash Provided By Noncapital Financing Activities 456,531                  

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Purchase of Assets (32,129)                   

Net Cash Used For Capital and Related Financing Activities (32,129)                   

Net Increase in Cash and Cash Equivalents 427,282                  

Cash and Cash Equivalents - Beginning of the Year 236,554                  

Cash and Cash Equivalents - Ending of the Year 663,836$                

 
 
 
 
 
 

See Accompanying Notes to the Basic Financial Statements 
 
 
 

 
 

 
 
 
 
 

(Continued) 
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COLUMBUS HUMANITIES, ARTS & TECHNOLOGY ACADEMY – FRANKLIN COUNTY, OHIO 
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2017 

(Continued) 

Reconciliation of Operating Loss to Net Cash Used For Operating Activities

Operating Loss (151,706)$               

Adjustments to Reconcile Operating Loss to 

Net Cash Used For Operating Activities:

Depreciation 24,435                     

Changes in Assets, Liabilities, and Deferred Inflows and Outflows:

(Increase)/ Decrease in Prepaid Expense (1,188)                      

(Increase)/ Decrease in Deferred Outflows (554,593)                 

Increase/ (Decrease) in Deferred Inflows (200,885)                 

Increase/ (Decrease) in Net Pension Liability 905,766                  

Increase / (Decrease) in Accrued Expense (23,899)                   

Increase/ (Decrease) in Accounts Payable, Trade (73,887)                   

Increase/ (Decrease) in Accounts Payable, Related Party 78,837                     

Net Cash Provided By Operating Activities 2,880$                     

 
 
See Accompanying Notes to the Basic Financial Statements 
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NOTE 1 – DESCRIPTION OF ACADEMY 
 

Columbus Humanities, Arts & Technology Academy (the “Academy”) is a nonprofit corporation 
established pursuant to Ohio Revised Code Chapters 3314.  The Academy offers education for Ohio 
children in grades K-8.  The Academy is independent of any school district and is nonsectarian in its 
programs, admission policies, employment practices, and all other operations.  The Academy may lease 
or acquire facilities as needed and contract for any services necessary for the operation of the Academy.   
 
The Academy was approved for operation under a contract with the Ohio Council of Community Schools 
(the Sponsor) for a period of four academic years commencing after July 1, 2004 and ending June 30, 
2008.  At the end of the original contract period, the Academy’s contract with Ohio Council of Community 
Schools was renewed for a five year term ending June 30, 2013 and another five year term is set to expire 
on June 30, 2018.  The Sponsor is responsible for evaluating the performance of the Academy and has the 
authority to deny renewal of the contract at its expiration or terminate the contract prior to its expiration.   
 
Ohio Revised Code Section 3314.02(E) states in part that the Academy operate under the direction of a 
Governing Board that consists of not less than five individuals who are not owners or employees, or 
immediate relatives or owners or employees of any for-profit firm that operates or manages an academy 
for the Governing Board.  The Board is responsible for carrying out the provisions of the contract that 
include, but are not limited to, state-mandated provision regarding student population, curriculum, 
academic goals, performance standards, admission standards, and qualification of teachers.   
 
The Academy contracts with Accel Schools for management services including management of personnel 
and human resources, the program of instruction, marketing data management, purchasing, strategic 
planning, public relation, financial reporting, recruiting, compliance issues, budgets, contracts, and 
equipment and facilities.  
 

NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNT POLICIES 
 
The financial statements of the Academy have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards 
Board (GASB) is the accepted standard-setting body for establishing governmental accounting and 
financial reporting principles. The more significant of the Academy’s accounting policies are described 
below. 
 
Basis of Presentation - The Academy’s basic financial statements consist of a statement of net position; a 
statement of revenues, expenses, and changes in net position; and a statement of cash flows. The 
Academy uses a single enterprise presentation for its financial records.  Enterprise reporting focuses on 
the determination of operating income, changes in net position, financial position, and cash flows.   
 
Measurement Focus - The enterprise activity is accounted for using a flow of economic resources 
measurement focus. All assets, liabilities, deferred inflows/ outflows of resources associated with the 
operation of the Academy are included on the statement of net position.  The statement of revenues, 
expenses, and changes in net position presents increases (e.g. revenues) and decreases (e.g. expenses) in 
net position.  The statement of cash flows reflects how the Academy finances meet its cash flow needs.  
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNT POLICIES (continued) 
 
Basis of Accounting - Basis of accounting determines when transactions are recorded in the financial 
records and reported on the financial statements.  The Academy’s financial statements are prepared using 
the accrual basis of accounting. Revenue resulting from exchange transactions, in which each party gives 
and receives essentially equal value, is recorded on the accrual basis when the exchange takes place.  
Revenue resulting from nonexchange transactions, in which Academy receives value without directly 
giving equal value in return, such as grants and entitlements, are recognized in the period in which all 
eligibility requirements have been satisfied.   Eligibility requirements include timing requirements, which 
specify the period when the resources are required to be used or the period when use is first permitted, 
matching requirements, in which the Academy must provide local resources to be used for a specified 
purpose, and expenditure requirements, in which the resources are provided to the Academy on a 
reimbursement basis.  Expenses are recognized at the time they are incurred. 
  
Budgetary Process - Unlike other public schools located in the State of Ohio, community schools are not 
required to follow budgetary provision set forth in the Ohio Revised Code Chapter 5705, other than the 
development of a five-year forecast. The Academy’s contract with its sponsor also requires an annual 
financial plan.   
 
Cash and Cash Equivalents - Cash received by the Academy is reflected as “Cash and Cash Equivalents” 
on the statement of net position.  The Academy had no investments during the fiscal year ended June 30, 
2017. 
 
Prepaid Items - The Academy records payments made to vendors for services that will benefit periods 
beyond June 30, 2017, as prepaid items using the consumption method.  A current asset for the prepaid 
amount is recorded at the time of the purchase and an expense is reported in the year in which services 
are consumed. 
 
Capital Assets - The Academy’s capital assets during fiscal year 2017 consisted primarily of instructional 
and administrative furniture and equipment, computers and software, and leasehold improvements.  All 
capital assets are capitalized at cost and updated for additions and retirements during the fiscal 
year.  Donated capital assets are recorded at their acquisition value as of the date received. The Academy 
maintains a capitalization threshold of $5,000.  The Academy does not have any infrastructure.  
Improvements are capitalized.  The costs of normal maintenance and repairs that do not add to the value 
of the asset or materially extend an asset’s life are not capitalized.   
 
All capital assets, except land and construction in progress, are depreciated. Depreciation is computed 
using the straight-line method over the following useful lives:   
  

   

Description Useful Lives

Leasehold Improvements Remaining life of lease

Furniture and Equipment 5-20 years

Computers and Software 5 years  
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNT POLICIES (continued) 
 
Net Position - Net position represents the difference between assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources.  Net position is reported as restricted when there are 
limitations imposed on their use either through the enabling legislation adopted by Academy or through 
external restrictions imposed by creditors, grantors, or laws or regulations of other governments.  The 
Academy applies restricted resources first when an expense is incurred for purposes for which both 
restricted and unrestricted net position is available. There was no enabling legislation at June 30, 2017. 
Net invested in capital assets of $53,227 represents capital assets, net of accumulated depreciation. 
 
Operating Revenues and Expenses - Operating revenues are those revenues that are generated directly 
from the primary activity of the Academy.  Operating expenses are necessary costs incurred to provide 
the service that is the primary activity of the Academy.  All revenues and expenses not meeting this 
definition are reported as non-operating. 
 
Deferred Inflows and Deferred Outflows of Resources - In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of resources represent a consumption of net position that applies to a future period and will not be 
recognized as an outflow of resources (expense/expenditure) until then. For the Academy, deferred 
outflows of resources are reported on the statement of net position for pension. The deferred outflows 
of resources related to pension are explained in Note 10. 

 
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. These amounts are deferred and recognized as an inflow 
of resources in the period the amounts become available. Deferred inflows of resources related to pension 
are reported on the statement of net position. (See Note 10) 
 
Pensions - For purposes of measuring the net pension liability, deferred outflows of resources and 
deferred inflows of resources related to pensions and pension expense, information about the fiduciary 
net position of the pension plans and additions to/deletions from their fiduciary net position have been 
determined on the same basis as they are reported by the pension systems. For this purpose, benefit 
payments (including refunds of employee contributions) are recognized when due and payable in 
accordance with the benefit terms. The pension systems report investments at fair value. 
 
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from those estimates.  
 
Implementation of New Accounting Principles - For the fiscal year ended June 30, 2017, the Academy has 
implemented Governmental Accounting Standards Board (GASB) Statement No. 77, Tax Abatement 
Disclosures, GASB Statement No. 78, Pensions Provided through Certain Multiple-Employer Defined 
Benefit Pension Plans, GASB Statement No. 80, Blending Requirements for Certain Component Units - an 
amendment of GASB Statement No. 14 and GASB Statement No. 82, Pension Issues - an amendment of 
GASB Statements No. 67, No. 68, and No. 73. 
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNT POLICIES (continued) 
 
Implementation of New Accounting Principles (continued) 
 
GASB Statement No. 77 requires disclosure of tax abatement information about (1) a reporting 
government’s own tax abatement agreements and (2) those that are entered into by other governments 
and that reduce the reporting government’s tax revenues. The implementation of GASB Statement No. 
77 did not have an effect on the financial statements of the Academy.  
 
GASB Statement No. 78 amends the scope of GASB Statement No. 68 to exclude certain multiple-employer 
defined benefit pension plans provided to employees of state and local governments on the basis that 
obtaining the measurements and other information required by GASB Statement No. 68 was not feasible. 
The implementation of GASB Statement No. 78 did not have an effect on the financial statements of the 
Academy. 
 
GASB Statement No. 80 amends the blending requirements for the financial statement presentation of 
component units of all state and local governments. The additional criterion requires blending of a 
component unit incorporated as a not-for-profit corporation in which the primary government is the sole 
corporate member. The implementation of GASB Statement No. 80 did not have an effect on the financial 
statements of the Academy. 
 
GASB Statement No. 82 improves consistency in the application of pension accounting. These changes 
were incorporated in the Academy’s fiscal year 2017 financial statements; however, there was no effect 
on beginning net position. 
 

NOTE 3 - DEPOSITS 
 
At June 30, 2017, the book balance was $663,836, and bank balance of the Academy’s deposits was 
$674,435. $251,290 of the bank balance was covered by federal depository insurance, while $423,145 
was not covered by federal depository insurance.  There are no significant statutory restrictions regarding 
the deposit and investment of funds by the nonprofit corporation. 
 
Custodial credit risk is the risk that, in the event of a bank failure, the Academy’s deposits may not be 
returned.  The Academy does not have a deposit policy for custodial credit risk.  All bank deposits are 
collateralized with eligible securities in amounts equal to at least 105% of the carrying value of the 
deposits. Such collateral as permitted by the Ohio Revised Code is held in single financial collateral pools 
at the Federal Reserve Banks or at member banks of the federal reserve system, in the name of the 
respective depository bank and pledged as a pool of collateral against all of the public deposits or as 
specific collateral held at the Federal Reserve Bank in the name of the Academy. 

 
NOTE 4 - RECEIVABLES 
 
At June 30, 2017, the Academy had receivables in the amount of $29,655. These receivables represent 
monies due from Title I, Title IIA, and IDEA-B, which was not received as of June 30, 2017.The receivables 
are expected to be collected within one year.   
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NOTE 5 – CAPITAL ASSETS 
 
Capital asset activity for the fiscal year ended June 30, 2017, was as follows: 
 

Balance Balance
June 30, 2016 Additions Deletions June 30, 2017

Capital Assets:

Construction in Progress - Non-Depreciable 25,000$         -$             (25,000)$       -$               

Leasehold Improvements 8,424             25,000         -                    33,424           

Computers and Software 139,496         25,808         -                    165,304         

Furniture and Equipment 10,075           6,321           -                    16,396           

Total Capital Assets 157,995         57,129         (25,000)         215,123         

Less Accumulated Depreciation:

Leasehold Improvements (4,814)           (3,102)          -                    (7,916)            

Computers and Software (126,603)       (18,054)        -                    (144,657)        

Furniture and Equipment (6,045)           (3,279)          (9,324)            

Total Accumulated Depreciation (137,462)       (24,435)        -                    (161,897)        

Total Capital Assets, Net 45,533$         32,694$       (25,000)$       53,227$         

 
NOTE 6 – ADVANCES PAYABLE 
 
In June 2015, the Academy entered into an agreement with Charter School Capital to borrow against its 
future foundation payments. The amount borrowed was $902,200 and the principal paid was $1,256,900.  
Total interest paid was $29,863. The outstanding amount has been paid in full during fiscal year 2017. 
 
A summary of short-term advances for the Academy at June 30, 2017 is as follows:  
 

 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 

Balance 

6/30/2016 Additions Reductions

Balance 

6/30/2017

Charter School Capital 354,700$        902,200$        (1,256,900)$   -$               
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NOTE 7 – LONG-TERM OBLIGATIONS 
 
The changes in the Academy’s long-term obligations during fiscal year 2017 were as follows: 

Balance 

6/30/2016 Additions Reductions

Balance 

6/30/2017

Due within 

One Year

Net Pension Liability:

STRS  $        2,724,991 701,330$           -$                    $        3,426,321  $                -   

SERS               318,805 204,436             -                                   523,241                    -   

Total Net Pension Liability            3,043,796               905,766                        -              3,949,562                    -   

Accel Schools - Notes Payable 4,000,000          -                     -                     4,000,000          -             

Total 7,043,796$         905,766$            -$                    7,949,562$         -$              

 
During the fiscal year ended June 30, 2015, the Academy negotiated with its new management company 
Accel Schools to reclassify certain related party accounts payable and long-term obligations held by the 
former management company, Mosaica Education into a single note in the amount of $4,000,000 for a 
term of 30 years with an interest rate of 2.5%. The note is an interest only note of $8,333 per month with 
no principal payments due unless the Academy is operating at a surplus. There is a balloon payment due 
at the end of the term.  Interest due on the note totals $100,000 annually. Under this agreement, Accel 
forgave $2,743,928 worth of related party accounts payable and long-term obligations, including a note 
to Mosaica Schools in the amount of $1,996,726 originally from 2016. 
 

 

 
 
 
 
 
 
 
 

 
 
 
 
 
 

 
 
 
 
 
 
 

Year Ending June 30: Principal Interest

2018 -$                100,000$       

2019 -                 100,000        

2020 -                 100,000        

2021 -                 100,000        

2022 -                 100,000        

2023-2027 -                 500,000        

2028-2032 -                 500,000        

2033-2037 -                 500,000        

2038-2042 -                 500,000        

2043-2045 4,000,000        300,000        

Total 4,000,000$      2,800,000$    

Promissory Note
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NOTE 8 – RISK MANAGEMENT 
 
The Academy is exposed to various risks of loss related to: torts, theft of, damage to, and destruction of 
assets, errors and omissions, injuries to employees, and natural disasters.  During fiscal year 2017, the 
Academy contracted with Pashley Insurance Agency for insurance coverage with the Hartford Casualty 
Insurance Company.  
 

General Liability:

Each Occurrence 1,000,000$  

Aggregate Limit 2,000,000    

Products - Completed Operations Aggregate Limit 2,000,000    

Medical Expense Limit - Any One Person/Occurrence 15,000         

Damage to Rented Premises - Each Occurrence 500,000       

Personal and Advertising Injury 1,000,000    

Automobile Liability:

Combined Single Limit 1,000,000    

Buildings 6,950,000    

Business Personal Property 607,800       

Excess/Umbrella Liability:

Each Occurrence 5,000,000    

Aggregate Limit 5,000,000     
 
Settled claims have not exceeded this commercial coverage in any of the prior three years and there have 
been no significant reductions in insurance coverage from the prior year. 
 

NOTE 9 – PURCHASED SERVICES 
 
For the fiscal year ended June 30, 2017, purchased service expenses were as follows: 
 

Purchased Services Amount

Personnel Services $2,273,023

Professional Services 669,328

Food Service 307,355

Building Services 787,144

Student Services 4,100

Sponsor Services 79,599

Other 27,096

Total $4,147,645
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NOTE 10 – DEFINED BENEFIT PENSION PLANS 
 
Net Pension Liability - The net pension liability reported on the statement of net position represents a 
liability to employees for pensions. Pensions are a component of exchange transactions—between an 
employer and its employees—of salaries and benefits for employee services.  Pensions are provided to an 
employee—on a deferred-payment basis—as part of the total compensation package offered by an 
employer for employee services each financial period.  The obligation to sacrifice resources for pensions 
is a present obligation because it was created as a result of employment exchanges that already have 
occurred. 
 
The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   
 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which pensions are financed; however, the 
Academy does receive the benefit of employees’ services in exchange for compensation including 
pension.  
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State legislature.  Any resulting legislative change to benefits or funding could 
significantly affect the net pension liability.  Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability 
on the accrual basis of accounting.  Any liability for the contractually-required pension contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting. 
 

School Employees Retirement System (SERS) 
 
Plan Description – Academy non-teaching employees participate in SERS, a cost-sharing multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability and 
survivor benefits, annual cost-of-living adjustments, and death benefits to plan members and 
beneficiaries.  Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  
SERS issues a publicly available, stand-alone financial report that includes financial statements, required 
supplementary information and detailed information about SERS’ fiduciary net position.  That report can 
be obtained by visiting the SERS website at www.ohsers.org under Employers/Audit Resources. 
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
School Employees Retirement System (SERS) - continued 
 
Age and service requirements for retirement are as follows: 

 
 
 
 
 
 
 
 
 
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
One year after an effective benefit date, a benefit recipient is entitled to a three percent cost-of-living 
adjustment (COLA).  This same COLA is added each year to the base benefit amount on the anniversary 
date of the benefit. 

 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the Academy is required to contribute 14 percent of annual covered payroll.  The contribution 
requirements of plan members and employers are established and may be amended by the SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent for 
employers.  The Retirement Board, acting with the advice of the actuary, allocates the employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B 
Fund, and Health Care Fund).  For the fiscal year ended June 30, 2017, the allocation to pension, death 
benefits, and Medicare B was 14 percent.  SERS did not allocate any employer contributions to the Health 
Care Fund for fiscal year 2017. 
 
The Academy’s contractually required contribution to SERS was $39,013 for fiscal year 2017. 
 
State Teachers Retirement System (STRS) 

 
Plan Description – Academy licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
 
 

Eligible to Eligible to

Retire on or before Retire on or after

August 1, 2017 * August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 57 with 30 years of service credit

Actuarially Reduced Benefits Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or

Age 55 with 25 years of service credit Age 60 with 25 years of service credit

* Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
State Teachers Retirement System (STRS) - continued 

 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307.  
The DB plan offers an annual retirement allowance based on final average salary multiplied by a 
percentage that varies based on years of service.  Effective August 1, 2015, the calculation was 2.2 percent 
of final average salary for the five highest years of earnings multiplied by all years of service. Members 
are eligible to retire at age 60 with five years of qualifying service credit, or at age 55 with 26 years of 
service, or 31 years of service regardless of age.  Eligibility changes will be phased in until August 1, 2026, 
when retirement eligibility for unreduced benefits will be five years of service credit and age 65, or 35 
years of service credit and at least age 60. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination 
of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
Member contributions to the DC Plan are allocated among investment choices by the member, and 
contributions to the DB Plan from the employer and the member are used to fund the defined benefit 
payment at a reduced level from the regular DB Plan. The defined benefit portion of the Combined Plan 
payment is payable to a member on or after age 60 with five years of service. The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity 
after termination of employment at age 50 or later. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another STRS plan.  The optional annuitization of a member’s defined contribution account or the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of investment gain or loss on the account.  STRS has therefore included all three plan 
options as one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance.  
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
State Teachers Retirement System (STRS) (continued) 
 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2017, plan members were required to contribute 14 percent of their annual covered salary. The 
Academy was required to contribute 14 percent; the entire 14 percent was the portion used to fund 
pension obligations.  The fiscal year 2017 contribution rates were equal to the statutory maximum rates. 

 

The Academy’s contractually required contribution to STRS was $187,981 for fiscal year 2017.  
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions - The net pension liability was measured as of June 30, 2016, and the total 
pension liability used to calculate the net pension liability was determined by an independent actuarial 
valuation as of that date. The Academy's employer allocation percentage of the net pension liability was 
based on the employer’s share of employer contributions in the pension plan relative to the total 
employer contributions of all participating employers. Following is information related to the 
proportionate share and pension expense: 
 

STRS SERS Total

Proportionate Share of the Net 

  Pension Liability $3,426,321 $523,241 $3,949,562

Proportion of the Net Pension Liability:

  Current Measurement Date 0.01023607% 0.00714900%

  Prior Measurement Date 0.00985991% 0.00558710%

Change in Proportionate Share 0.00037616% 0.00156190%

Pension Expense $302,542 $74,740 $377,282

 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, changes in assumptions and changes in the Academy’s proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods. The difference between projected and actual investment 
earnings is recognized in pension expense using a straight line method over a five year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight line method. Employer 
contributions to the pension plan subsequent to the measurement date are also required to be reported 
as a deferred outflow of resources.  
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions (continued) 
 
At June 30, 2017, the Academy reported deferred outflows of resources and deferred inflows of 
resources related to pensions from the following sources: 

STRS SERS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 138,440$  7,056$       145,496$   

Net difference between projected and

  actual earnings on pension plan investments 284,476    43,161       327,637     

Changes of assumptions -           34,929       34,929       

Changes in proportio and differences between -           -             -            

 Academy contributions and proportionate 

 Share of contributions 141,409    72,540       213,949     

Academy contributions subsequent to the 

  measurement date 187,981    39,013       226,994     

Total Deferred Outflows of Resources 752,306$  196,699$    949,005$   

Deferred Inflows of Resources

Changes in proportion and differences between

 Academy contributions and proportionate

 share of contributions subsequent to the -$         9,393$       9,393$       

 
$226,994 reported as deferred outflows of resources related to pension resulting from Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2018.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to pension will be recognized in pension expense as follows:  

                              

STRS SERS Total

Fiscal Year Ending June 30:

2018 $107,391 $43,566 $150,957

2019 107,393 43,535 150,928

2020 216,551 48,787 265,338

2021 132,990 12,405 145,395

Total $564,325 $148,293 $712,618
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – SERS - SERS’ total pension liability was determined by their actuaries in accordance 
with GASB Statement No. 67, as part of their annual actuarial valuation for each defined benefit 
retirement plan.  Actuarial valuations of an ongoing plan involve estimates of the value of reported 
amounts (e.g., salaries, credited service) and assumptions about the probability of occurrence of events 
far into the future (e.g., mortality, disabilities, retirements, employment termination).  Actuarially 
determined amounts are subject to continual review and potential modifications, as actual results are 
compared with past expectations and new estimates are made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point.  The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant.  In many cases actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2016, are presented below: 
 

Wage Inflation 3.00 percent

Future Salary Increases, including inflation 3.50 percent to 18.20 percent

COLA  or Ad Hoc COLA 3.00 percent

Investment Rate of Return 7.50 percent net of investments expense, including inflation

Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)

 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection and a five year age set-back for both males and females.  Mortality among 
service retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection with Scale BB, 120 percent of male rates and 110 percent of female rates.  
Mortality among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 percent 
for male rates and 100 percent for female rates, set back five years is used for the period after disability 
retirement.  
 
The actuarial assumptions used in the June 30, 2016 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, payroll 
growth assumption and assumed real wage growth were reduced in the June 30, 2016 actuarial valuation.  
The rates of withdrawal, retirement and disability updated to reflect recent experience and mortality rates 
were also updated. 
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – SERS (continued) 
 
The long-term return expectation for the Pension Plan Investments has been determined by using a 
building-block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating an arithmetic weighted average of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the expected return from rebalancing uncorrelated asset classes. The target allocation and best estimates 
of arithmetic real rates of return for each major assets class are summarized in the following table: 
 

 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute.  Projected inflows from investment earnings were calculated using the long-term assumed 
investment rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of projected 
benefits to determine the total pension liability.   
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the Academy’s proportionate share of the net pension liability calculated 
using the discount rate of 7.50 percent, as well as what each plan’s net pension liability would be if it were 
calculated using a discount rate that is one percentage point lower (6.50 percent), or one percentage 
point higher (8.50 percent) than the current rate. 

Current

1% Decrease Discount Rate 1% Increase

6.50% 7.50% 8.50%

Academy's proportionate share

  of the net pension liability $692,738 $523,241 $381,364

 
 
 
 

Asset Class

Cash 1.00 % 0.50 %

US Stocks 22.50 4.75

Non-US Stocks 22.50 7.00

Fixed Income 19.00 1.50

Private Equity 10.00 8.00

Real Assets 15.00 5.00

Multi-Asset Strategies 10.00 3.00

100.00 %

Target Long Term Expected

Allocation Real Rate of Return
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – STRS - The total pension liability in the June 30, 2016, actuarial valuation was 
determined using the following actuarial assumptions, applied to all periods included in the 
measurement:  
 

 
Mortality rates were based on the RP-2000 Combined Mortality Table (Projection 2022—Scale AA) for 
Males and Females.  Males’ ages are set-back two years through age 89 and no set-back for age 90 and 
above.  Females younger than age 80 are set back four years, one year set back from age 80 through 89 
and no set back from age 90 and above.   

 
Actuarial assumptions used in the June 30, 2016, valuation are based on the results of an actuarial 
experience study, effective July 1, 2012. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
 

 
 

*10-year annualized geometric nominal returns, which include the real rate of return and inflation of 2.50 
percent and does not include investment expenses. The total fund long-term expected return reflects 
diversification among the asset classes and therefore is not a weighted average return of the individual 
asset classes.  
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – STRS-(Continued) 
 
Discount Rate The discount rate used to measure the total pension liability was 7.75 percent as of June 
30, 2016. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate increases 
described above. For this purpose, only employer contributions that are intended to fund benefits of 
current plan members and their beneficiaries are included.  Projected employer contributions that are 
intended to fund the service costs of future plan members and their beneficiaries, as well as projected 
contributions from future plan members, are not included.  Based on those assumptions, STRS’ fiduciary 
net position was projected to be available to make all projected future benefit payments to current plan 
members as of June 30, 2016.  Therefore, the long-term expected rate of return on pension plan 
investments of 7.75 percent was applied to all periods of projected benefit payment to determine the 
total pension liability as of June 30, 2016. 
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the Academy's proportionate share of the net pension liability as of 
June 30, 2016, calculated using the current period discount rate assumption of 7.75 percent, as well as 
what the Academy's proportionate share of the net pension liability would be if it were calculated using a 
discount rate that is one-percentage-point lower (6.75 percent) or one-percentage-point higher (8.75 
percent) than the current rate: 

Current

1% Decrease Discount Rate 1% Increase

(6.75%) (7.75%) (8.75%)

Academy's proportionate share

  of the net pension liability $4,553,302 $3,426,321 $2,475,646

 
Changes Between Measurement Date and Report Date  In March 2017, the STRS Board adopted certain 
assumption changes which will impact their annual actuarial valuation prepared as of June 30, 2017.  The 
most significant change is a reduction in the discount rate from 7.75 percent to 7.45 percent.  In April 
2017, the STRS Board voted to suspend cost of living adjustments granted on or after July 1, 
2017.  Although the exact amount of these changes is not known, the overall decrease to Academy’s net 
pension liability is expected to be significant.  

 
NOTE 11 – POSTEMPLOYMENT BENEFITS 
 
School Employees Retirement System (SERS) 
 
Health Care Plan Description - The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non-certificated retirees and their beneficiaries.  For GASB 45 purposes, this plan is considered a 
cost-sharing, multiple-employer, defined benefit other postemployment benefit (OPEB) plan.  The Health 
Care Plan includes hospitalization and physicians’ fees through several types of plans including HMO’s, 
PPO’s, Medicare Advantage, and traditional indemnity plans as well as a prescription drug program. The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 
School Employees Retirement System (SERS) – continued 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Health care is financed through a combination of employer contributions and 
retiree premiums, copays and deductibles on covered health care expenses, investment returns, and any 
funds received as a result of SERS’ participation in Medicare programs. Active employee members do not  
contribute to the Health Care Plan.  Retirees and their beneficiaries are required to pay a health care 
premium that varies depending on the plan selected, the  number of qualified years of service, Medicare 
eligibility and retirement status. 
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required basic benefits, the Retirement Board 
allocates the remainder of the employer contribution of 14 percent of covered payroll to the Health Care 
Fund. For fiscal year 2017, SERS did not allocate any employer contributions to the Health Care fund.   In 
addition, employers pay a surcharge for employees earning less than an actuarially determined minimum 
compensation amount, pro-rated according to service credit earned. For fiscal year 2017, this amount was 
$23,500.  Statutes provide that no employer shall pay a health care surcharge greater than 2 percent of 
that employer’s SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the 
total statewide SERS-covered payroll for the health care surcharge. For fiscal year 2017, the Academy’s 
surcharge obligation was $2,463. 
 
For fiscal years 2016 and 2017, SERS did not allocate employer contributions to the Health Care fund.  The 
Academy’s contributions for health care for the fiscal year ended June 30, 2015, was $1,379. The full 
amount has been contributed for fiscal year 2015. 
 
State Teachers Retirement Systems 

 
Plan Description – The Academy participates in the cost-sharing multiple-employer defined benefit Health 
Plan administered by the State Teachers Retirement System of Ohio (STRS) for eligible retirees who 
participated in the defined benefit or combined pension plans offered by STRS.  Ohio law authorizes STRS 
to offer this plan.  Benefits include hospitalization, physicians’ fees, prescription drugs and reimbursement 
of monthly Medicare Part B premiums.  The Plan is included in the report of STRS which can be obtained 
by visiting www.strsoh.org or by calling (888) 227-7877. 
  
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS Ohio to offer the Plan and gives the 
Retirement Board authority over how much, if any, of the health care costs will be absorbed by STRS.  
Active employee members do not contribute to the Health Care Plan.  All benefit recipients, for the most 
recent year, pay a monthly premium.  Under Ohio law, funding for post-employment health care may be 
deducted from employer contributions.  For fiscal years 2017, 2016 and 2015, STRS did not allocate any 
employer contributions to post-employment health care; therefore, the Academy did not contribute to 
health care in the last three fiscal years. 
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NOTE 12 - CONTINGENCIES 
 
Grants - The Academy received financial assistance from federal and state agencies in the form of grants.  
The disbursement of funds received under these programs generally requires compliance with terms and 
conditions specified in the grant agreements and are subject to audit by the grantor agencies.  Any 
disallowed claims resulting from such audits could become a liability of the Academy.  However, in the 
opinion of management, any such disallowed claims will not have a material adverse effect on the overall 
financial position of the Academy at June 30, 2017. 
 
Litigation - There are currently no matters in litigation with the Academy as defendant. 

 
Full-Time Equivalency - Academy foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  
 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE did not perform such a review on the Academy for fiscal year 2017.   
 
As of the date of this report, additional ODE adjustments for fiscal year 2017 are not finalized.  As a result, 
the impact of future FTE adjustments on the fiscal year 2017 financial statements is not determinable, at 
this time. Management believes this may result in either an additional receivable to, or a liability of, the 
Academy. 
 
In addition, the Academy’s contracts with their Sponsor and Management Company require payment 
based on revenues received from the State.  As discussed above, additional FTE adjustments for fiscal year 
2017 are not finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 2017 
financial statements, related to additional reconciliation necessary with these contracts, is not 
determinable.  Management believes this may result in either an additional receivable to, or liability of, 
the Academy.   
 

NOTE 13 – BUILDING LEASES 
 
The Academy entered into a lease for the period from July 31, 2015 through June 30, 2035 with Global 
School Properties, Ohio, LLC, a wholly owned subsidiary of Accel Schools, LLC., a related party, for the use 
of the Academy’s building as a school facility. Rents for 2017 totaled $660,000. The lease is a triple net 
lease with annual base rent at $660,000. There are scheduled inflationary rent adjustments effective July 
1 of each year, with the exception of year 2. During fiscal year 2017, the owner invested no additional 
renovation funds in the property. 
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NOTE 13 – BUILDING LEASES-(Continued) 
 
The following is a schedule of the future minimum payments for base rent required under the lease as of 
June 30, 2017 (does not include additional building investments by the owner / landlord or facility costs 
pass-throughs): 

Fiscal Year Ending 

June 30 Amount

2018 679,800$             

2019 700,194

2020 721,200

2021 742,838

2022 765,123

2023-2027 4,183,995

2028-2032 4,850,397

2033-2035 2,530,725

Total minimum lease payments 15,174,271$        

 
NOTE 14 - SPONSOR 
 
The Academy was approved for operation under a contract with the Ohio Council of Community Schools 
Council (the Sponsor). As part of this contract, which expires in June 30, 2018, the Sponsor is entitled to a 
maximum of 2% of foundation revenues.  Total amount due and paid for fiscal year 2017 was $79,599. 

 
NOTE 15 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES 
 
The Academy entered into an agreement with Accel Schools, a management company, to provide legal, 
financial, and other management support services for fiscal year 2017. The agreement was for a period of 
five years beginning July 1, 2015. Management fees are calculated as 12.5% of the Academy’s State 
Revenue, plus $20,000 for managing Federal Funds. The total amount due from the Academy for the fiscal 
year ending June 30, 2017 was $519,718 and is included under “Purchased Services” on the Statement of 
Revenues, Expenses and Changes in Net Position. 
 
Also per the management agreement there are expenses that will be billed to the Academy based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of Accel employees working 
in at the Academy and other costs related to providing education and administrative services. The total 
amount billed to the Academy inclusive of management fees during fiscal year 2017 was $3,406,576. 
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NOTE 15 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES (Continued) 
 
The following table is a summary of the management company expenses during fiscal year 2017: 
 

 
 
Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro-rated based on 
full time equivalent (FTE) head count as of June 30, 2017 by each school it manages.  
 

NOTE 16 – MANAGEMENT’S PLAN 
 

The Academy’s Net Position at June 30, 2017 was ($6,500,648).  This was due to the fact that the 
Academy’s current liabilities exceeded its available assets to meet those obligations. The Board and Accel 
Schools remain committed to the success of the Academy both academically and financially and is focused 
on overcoming this deficit through increases in student enrollment and cost reductions. 

Regular Instruction

(1100 Function 

Codes)

Special Instruction

(1200 Function 

Codes)

Support Services

(2000 Function 

Codes)

Total

1100 1200 2000

Direct Expenses: 

Salaries & Wages (100 Object Codes) 100 1,243,680$             84,268$                  275,003$                1,602,951$             

Employees’ Benefits (200 Object Codes) 200 377,449$                25,963$                  68,876$                  472,287$                

Professional & Technical Services (410 Object Codes) 410 24,315$                  24,315$                  

Property Services (420 Object Codes) 420 660,575$                660,575$                

Communications (440 Object Codes) 440 150$                       150$                       

Other Supplies (510 Object Codes) 510 21,890$                  4,691$                    26,581$                  

Total Direct Expenses 1,643,019$             110,230$                1,033,609$             2,786,859$             

Indirect Expenses:  

Overhead 59,626$                  59,626$                  

  

Total Expenses 1,643,019$             110,230$                1,093,236$             2,846,485$             

Attachment 26: Audited Financial Statements Page 2272



COLUMBUS HUMANITIES, ARTS & TECHNOLOGY ACADEMY - FRANKLIN COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE ACADEMY’S PROPORTIONATE SHARE OF NET PENSION LIABILITY 

SCHOOL EMPLOYEE’S RETIREMENT SYSTEM OF OHIO 
LAST FOUR FISCAL YEARS (1) 

 

  34 

2017 2016 2015 2014

Academy's Proportion of the Net Pension Liability 0.00714900% 0.00558710% 0.00589900% 0.00589900%

Academy's Proportionate Share of the Net Pension Liability 523,241$        318,805$        298,545$        350,795$       

Academy's Covered Payroll 283,214$        168,202$        162,006$        232,832$       

Academy's Proportionate Share of the Net Pension Liability 184.75% 189.54% 184.28% 150.66%

as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 62.98% 69.16% 71.70% 65.52%

Total Pension Liability

(1) Information prior to 2014 is not available

The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

School Employees Retirement System (SERS)

Changes of Benefit Terms: None. 

· Discount rate from 7.75% to 7.50%

· Assumed rate of inflation from 3.25% to 3.00%

· Payroll growth assumption from 4.00% to 3.50%

· Assumed real wage growth from 0.75% to 0.50%

Notes:

Changes of Assumptions: Amounts reported in 2017 reflect an adjustment of the rates of withdrawal, retirement and disability to more 

closely reflect actual experience and the expectation of retired life mortality was based on RP-2014 Blue Collar Mortality Tables and RP-

2000 Disabled Mortality Table. The following reductions were also made to the actuarial assumptions:
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2017 2016 2015 2014

Academy's Proportion of the Net Pension Liability 0.01023607% 0.00985991% 0.00950472% 0.00950472%

Academy's Proportionate Share of the Net Pension Liability 3,426,321$    2,724,991$   2,311,877$    2,753,893$   

Academy's Covered Payroll 1,033,500$    1,028,714$   1,057,685$    917,746$      

Academy's Proportionate Share of the Net Pension Liability 331.53% 264.89% 218.58% 300.07%

as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 66.80% 72.10% 74.70% 69.30%

Total Pension Liability

(1) Information prior to 2014 is not available

Amounts presented as of the School's measurement date, which is the prior fiscal year end. 
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2017 2016 2015 2014 2013

Contractually Required Contribution 39,013$    39,650$    22,169$     22,454$     32,224$         

Contributions in Relation to the Contractually 

Required Contribution (39,013)$   (39,650)$   (22,169)$    (22,454)$    (32,224)$        

Contribution Deficiency (Excess) -$         -$         -$          -$          -$              

Academy's Covered Payroll 278,664$  283,214$  168,202$   162,006$   232,832$       

Contributions as a Percentage of

Covered Payroll 14.00% 14.00% 13.18% 13.86% 13.84%

2012 2011 2010 2009 2008

Contractually Required Contribution 23,671$      17,912$      30,567$       23,880$       21,016$         

Contributions in Relation to the Contractually 

Required Contribution (23,671)$     (17,912)$     (30,567)$      (23,880)$      (21,016)$        

Contribution Deficiency (Excess) -$            -$           -$             -$             -$              

Academy's Covered-Employee Payroll 175,993$     142,498$    225,763$      242,683$      214,012$       

Contributions as a Percentage of

Covered-Employee Payroll 13.45% 12.57% 13.54% 9.84% 9.82%
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2017 2016 2015 2014 2013

Contractually Required Contribution 187,981$     144,690$      144,020$      137,499$      119,307$     

Contributions in Relation to the Contractually 

Required Contribution (187,981)$    (144,690)$     (144,020)$     (137,499)$     (119,307)$    

Contribution Deficiency (Excess) -$            -$             -$             -$             -$            

Academy's Covered Payroll 1,342,721$   1,033,500$   1,028,714$   1,057,685$   917,746$     

Contributions as a Percentage of

Covered Payroll 14.00% 14.00% 14.00% 13.00% 13.00%

 
2012 2011 2010 2009 2008

Contractually Required Contribution 126,221$     151,056$     132,416$     138,792$     135,098$     

Contributions in Relation to the Contractually 

Required Contribution (126,221)$    (151,056)$    (132,416)$    (138,792)$    (135,098)$    

Contribution Deficiency (Excess) -$            -$            -$            -$            -$            

Academy's Covered Payroll 970,931$     1,161,662$  1,018,585$  1,067,631$  1,039,215$  

Contributions as a Percentage of

Covered Payroll 13.00% 13.00% 13.00% 13.00% 13.00%
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December 26, 2017 
 
To the Board of Directors 
Columbus Humanities, Arts and Technology Academy 
Franklin County, Ohio 
1333 Morse Road 
Columbus, Ohio  43229 

 
 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the Columbus Humanities, Arts and 
Technology Academy, Franklin County, Ohio (the “Academy”) as of and for the year ended June 30, 2017, and 
the related notes to the financial statements, which collectively comprise the Academy’s basic financial 
statements, and have issued our report thereon dated December 26, 2017, in which we noted the Academy has 
suffered recurring losses from operations and has a net position deficit of $6,500,648, including the net effect of 
net pension liability and related accruals totaling $3,009,950, that raises substantial doubt about its ability to 
continue as a going concern.  
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the Academy's internal control 
over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of the Academy’s internal control. Accordingly, we do not express an 
opinion on the effectiveness of the Academy’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance.  
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Columbus Humanities, Arts and Technology Academy  
Independent Auditor’s Report on Internal Control over Financial Reporting  
   and on Compliance and Other Matters Based on an Audit of  
   Financial Statements Performed in Accordance with  

Government Auditing Standards 

Page 2 of 2 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified. 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Academy's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of 
our tests disclosed no instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 

 
 
 
 

Cambridge, Ohio 
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December 26, 2017 
 
To the Board of Directors 
Columbus Humanities, Arts and Technology Academy 
Franklin County, Ohio 
1333 Morse Road 
Columbus, Ohio 43229 

 
Independent Auditor’s Report on Compliance for Each Major Federal  

Program and Report on Internal Control over Compliance  
Required by the Uniform Guidance 

 
Report on Compliance for Each Major Federal Program 
 
We have audited the Columbus Humanities, Arts and Technology Academy’s, Franklin County, Ohio 
(the “Academy”) compliance with the types of compliance requirements described in the OMB 
Compliance Supplement that could have a direct and material effect on each of the Academy’s major 
federal programs for the year ended June 30, 2017. The Academy’s major federal programs are identified 
in the summary of auditor’s results section of the accompanying schedule of findings and questioned 
costs. 
 
Management’s Responsibility 
 
Management is responsible for compliance with federal statutes, regulations, and the terms and conditions 
of its federal awards applicable to its federal programs. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on compliance for each of the Academy’s major federal 
programs based on our audit of the types of compliance requirements referred to above. We conducted 
our audit of compliance in accordance with auditing standards generally accepted in the United States of 
America; the standards applicable to financial audits contained in Government Auditing Standards, issued 
by the Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of 
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit 
Requirements for Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance 
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance 
with the types of compliance requirements referred to above that could have a direct and material effect 
on a major federal program occurred. An audit includes examining, on a test basis, evidence about the 
Academy’s compliance with those requirements and performing such other procedures as we considered 
necessary in the circumstances. 
 
We believe that our audit provides a reasonable basis for our opinion on compliance for each major 
federal program. However, our audit does not provide a legal determination of the Academy’s 
compliance. 
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Columbus Humanities, Arts and Technology Academy 
Independent Auditor’s Report on Compliance for Each Major Federal Program and 

Report on Internal Control over Required by the Uniform Guidance 
Page 2 of 2 
 
Opinion on Each Major Federal Program 
 
In our opinion, the Academy complied, in all material respects, with the types of compliance requirements 
referred to above that could have a direct and material effect on each of its major federal programs for the 
year ended June 30, 2017. 
 
Report on Internal Control over Compliance 
 
Management of the Academy is responsible for establishing and maintaining effective internal control 
over compliance with the types of compliance requirements referred to above. In planning and performing 
our audit of compliance, we considered the Academy’s internal control over compliance with the types of 
requirements that could have a direct and material effect on each major federal program to determine the 
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on 
compliance for each major federal program and to test and report on internal control over compliance in 
accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on the 
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the 
effectiveness of the Academy’s internal control over compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a 
federal program on a timely basis. A material weakness in internal control over compliance is a 
deficiency, or combination of deficiencies, in internal control over compliance, such that there is a 
reasonable possibility that material noncompliance with a type of compliance requirement of a federal 
program will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in 
internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over 
compliance with a type of compliance requirement of a federal program that is less severe than a material 
weakness in internal control over compliance, yet important enough to merit attention by those charged 
with governance. 
 
Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over 
compliance that might be material weaknesses or significant deficiencies. We did not identify any 
deficiencies in internal control over compliance that we consider to be material weaknesses. However, 
material weaknesses may exist that have not been identified. 
 
The purpose of this report on internal control over compliance is solely to describe the scope of our 
testing of internal control over compliance and the results of that testing based on the requirements of the 
Uniform Guidance. Accordingly, this report is not suitable for any other purpose. 
 

 
 
 

Cambridge, Ohio 
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CFDA # Grant Year Expenses
Total Provided to 

Subrecipients

U. S. Department of Education

Passed Through Ohio Department of Education:

Title I 84.010 2017 282,502$           -$                       

Special Education Cluster:
IDEA Part B 84.027 2017 59,447               -                         

Total Special Education Cluster 59,447               -                         

Title III English Language Acquisition Grants 84.365 2017 45,059               -                         

Title II-A Improving Teacher Quality 84.367 2017 80,467               -                         

Total U.S. Department of Education 467,475             -                         

U. S. Department of Agriculture

Passed Through the Ohio Department of Education:

Child Nutrition Cluster:
Cash Assistance:

School Breakfast Program 10.553 2017 133,787             -                         
National School Lunch Program 10.555 2017 284,420             -                         
Total Child Nutrition Cluster 418,207             -                         

Total U.S. Department of Agriculture 418,207             -                         

TOTAL FEDERAL FINANCIAL ASSISTANCE 885,682$           -$                       

COLUMBUS HUMANITIES, ARTS AND TECHNOLOGY ACADEMY
FRANKLIN COUNTY, OHIO

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2017

Federal Grantor/ Pass-Through Grantor/ Program Title

The accompanying notes are an integral part of this schedule.
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NOTE A - BASIS OF PRESENTATION

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

NOTE C - TRANSFERS

CFDA Number / Grant Title Grant Year Transfer Out Transfer In
84.010 Title I 2016 69,773$             
84.010 Title I 2017 69,773$                 
84.367 Title II-A Improving Teacher Quality 2016 40,195               
84.367 Title II-A Improving Teacher Quality 2017 40,195                   
84.027 Special Education IDEA Part B 2016 18,777               
84.027 Special Education IDEA Part B 2017 18,777                   

128,746$           128,746$               

NOTE D - CHILD NUTRITION CLUSTER

The Academy commingles cash receipts from the U.S. Department of Agriculture with similar State Grants. When reporting expenditures on this
Schedule, the Academy assumes it expends federal monies first. 

The Academy generally must spend Federal assistance within 15 months of receipt. However, with Ohio Department of Education (ODE) approval,
an Academy can transfer (carryover) unspent Federal assistance to the succeeding year, thus allowing the Academy a total of 27 months to spend
the assistance. During fiscal year 2017, the ODE authorized the following transfers:

COLUMBUS HUMANITIES, ARTS AND TECHNOLOGY ACADEMY
FRANKLIN COUNTY, OHIO

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2017

The accompanying Schedule of Expenditures of Federal Awards (the Schedule) includes the federal award activity of Columbus Humanities, Arts
and Technology Academy, Franklin County, Ohio (the Academy) under programs of the federal government for the year ended June 30, 2017. The
information on this Schedule is prepared in accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform 
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Because the Schedule presents
only a selected portion of the operations of the Academy, it is not intended to and does not present the financial position, changes in net position, or
cash flows of the Academy. 

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures are recognized following the cost
principles contained in the Uniform Guidance, wherein certain types of expenditures may or may not be allowable or may be limited as to
reimbursement. The Academy has elected not to use the 10-percent de minimus indirect cost rate as allowed under the Uniform Guidance.

2 CFR 200.510(B)(6)
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COLUMBUS HUMANITIES, ARTS AND TECHNOLOGY ACADEMY 
FRANKLIN COUNTY, OHIO 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
2 CFR §200.515 
JUNE 30, 2017 

 

1.  SUMMARY OF AUDITOR'S RESULTS 

 

(d) (1) (i) 
 

Type of Financial Statement 
Opinion 

Unmodified 
 

(d) (1) (ii) 
 

Were there any material weaknesses in 
internal control reported at the financial 
statement level (GAGAS)? 

 
No 
 

(d) (1) (ii) 
 

Were there any significant deficiencies in 
internal control reported at the financial 
statement level (GAGAS)? 

 
No 
 

(d) (1) (iii) 
 

Was there any reported material 
noncompliance at the financial statement 
level (GAGAS)? 

 
No 
 

(d) (1) (iv) 
 

Were there any material weaknesses in 
internal control reported for major federal 
programs? 

 
No 
 

(d) (1) (iv) 
 

Were there any significant deficiencies in 
internal control reported for major federal 
programs? 

 
No 
 

(d) (1) (v) 
 

Type of Major Programs’ Compliance 
Opinion 

 
Unmodified 

(d) (1) (vi) 
 

Are there any reportable findings under 2 
CFR § 200.516(a)? 

 
No 
 

(d) (1) (vii) 
 
 

Major Programs (list): 
 
Child Nutrition Cluster 

 
 
CFDA # 10.553/10.555 
 

(d) (1) (viii) 
Dollar Threshold: Type A/B Programs Type A: > $750,000 

Type B: All others 

(d) (1) (ix) Low Risk Auditee under 2 CFR §200.520? No 

 
 

2.   FINDINGS RELATED TO THE FINANCIAL STATEMENTS 
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS 

   
None were noted. 
 

3.   FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS 

 
None were noted. 
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COLUMBUS HUMANITIES ARTS AND TECH ACADEMY 

       
FRANKLIN COUNTY 

 
 

CLERK’S CERTIFICATION 
This is a true and correct copy of the report which is required to be filed in the Office of the 
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio. 

 
 
 
 
 
 

 
 

CLERK OF THE BUREAU 
 
CERTIFIED 
MARCH 22, 2018 
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Board of Directors 
Cornerstone Academy 
219 E. Maple St. Ste 202 
North Canton, OH 44720 
 
 
We have reviewed the Independent Auditor’s Report of the Cornerstone Academy, Franklin 
County, prepared by Rea & Associates, Inc., for the audit period July 1, 2018 through June 30, 
2019.  Based upon this review, we have accepted these reports in lieu of the audit required by 
Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying financial 
statements and, accordingly, we are unable to express, and do not express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Cornerstone Academy is responsible for 
compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
January 22, 2020  
 
 
 
 
 

Attachment 26: Audited Financial Statements Page 2289

rakelly
Faber



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
This page intentionally left blank. 

Attachment 26: Audited Financial Statements Page 2290



 

CORNERSTONE ACADEMY 
FRANKLIN COUNTY, OHIO 

 
TABLE OF CONTENTS 

   
 TITLE                          PAGE 
 
 Independent Auditor’s Report 1 
 
 Management’s Discussion and Analysis 5 
 
 Basic Financial Statements: 
  
          Statement of Net Position 11 
           
                      Statement of Revenues, Expenses and Changes in Net Position 12 
 
                      Statement of Cash Flows 13 
 
 Notes to the Basic Financial Statements 15 
  
          Required Supplementary Information: 

             
Schedule of the Academy’s Proportionate Share of the Net Pension Liability  46 

       
Schedule of Academy Contributions-Pension 48 
 

                       Schedule of the Academy’s Proportionate Share of the Net OPEB Asset/Liability  50 
       

Schedule of Academy Contributions - OPEB 52 
 

 Notes to Required Supplementary Information 54 
 
Independent Auditor’s Report on Internal Control over Financial Reporting and on 

Compliance and other Matters Based on an Audit of Financial Statements 
Performed in Accordance with Government Auditing Standards 57 

   
 

Attachment 26: Audited Financial Statements Page 2291



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
This page intentionally left blank. 

Attachment 26: Audited Financial Statements Page 2292



 

1 
 

 
 
 
December 22, 2019 
 
To the Board of Trustees 
Cornerstone Academy 
Franklin County, Ohio 
6025 East Walnut Street 
Westerville, Ohio 43081 
 
 

INDEPENDENT AUDITOR'S REPORT 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Cornerstone Academy, Franklin County, 
Ohio, (the “Academy”) as of and for the year ended June 30, 2019, and the related notes to the financial 
statements, which collectively comprise the Academy’s basic financial statements as listed in the table of 
contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the Academy’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Academy’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
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Cornerstone Academy 
Independent Auditor’s Report 
Page 2 of 2 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Cornerstone Academy, Franklin County, Ohio, as of June 30, 2019, and the 
changes in its financial position and its cash flows for the year then ended in accordance with accounting 
principles generally accepted in the United States of America. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the Academy's Proportionate Share of the Net Pension Liability, 
Schedule of the Academy’s Contributions-Pension, Schedule of the Academy’s Proportionate Share of the 
Net OPEB Asset/Liability, and the Schedule of the Academy’s Contributions - OPEB as listed in the table 
of contents, be presented to supplement the basic financial statements. Such information, although not a 
part of the basic financial statements, is required by the Governmental Accounting Standards Board who 
considers it to be an essential part of financial reporting for placing the basic financial statements in an 
appropriate operational, economic, or historical context. We have applied certain limited procedures to 
the required supplementary information in accordance with auditing standards generally accepted in the 
United States of America, which consisted of inquiries of management about the methods of preparing the 
information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic 
financial statements. We do not express an opinion or provide any assurance on the information because 
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance.  
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated December 22, 
2019 on our consideration of the Academy’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the Academy’s internal control over financial reporting or on compliance. That report is 
an integral part of an audit performed in accordance with Government Auditing Standards in considering 
the Academy’s internal control over financial reporting and compliance. 

 
 

   
 
 

Cambridge, Ohio 
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The  discussion  and  analysis  of  the  Cornerstone  Academy’s  (the  “Academy”)  financial  performance 
provides an overall review of the Academy’s financial activities for the fiscal year ended June 30, 2019. 
Readers should also review the basic financial statements and notes to enhance their understanding of 
the Academy’s financial performance. 
 

HIGHLIGHTS 
 
The  Academy  finished  its  twelfth  year  of  operations  since  emerging  from  a  temporary  voluntary 
suspension of operations during fiscal year 2007 serving Kindergarten through eighth grade. The Academy 
suspended operations during the period October 1, 2006 through June 30, 2007 and resumed operations 
July 1, 2007. Enrollment varied during fiscal year 2019 but ended with 794 students. 
 
Key highlights for fiscal year 2019 are as follows: 
 

 Net position increased $1,118,068 as compared to an increase of $2,486,845 in fiscal year 2018. 

 Total revenue increased from $6,176,949 in fiscal year 2018 to $6,983,368 in fiscal year 2019. 

 Operating  expenses,  not  including  interest  increased  from  $3,032,821  in  fiscal  year  2018  to 
$5,228,881 in fiscal year 2019. 

 

OVERVIEW OF FINANCIAL STATEMENTS  
 
The  financial  report  consists  of  three  parts  –  required  supplementary  information,  the  basic  financial 
statements, and the notes to the financial statements.  These statements are organized so the reader can 
understand the financial position of the academy. Enterprise accounting uses a flow of economic resource 
measurement focus. With this measurement focus, all assets and all liabilities, deferred inflows/ outflows 
of resources are included on the statement of net position. The statement of net position represents the 
statement of position of the Academy. The statement of revenues, expenses, and changes in net position 
presents increases (e.g., revenues) and decreases (e.g. expenses) in net position. The statement of cash 
flows reflects how the Academy finances and meets its cash flow needs.  Finally, the notes to the basic 
financial statements provide additional information that is essential to a full understanding of the data 
provided on the basic financial statements.  
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE 
 
The Academy is not required to present government‐wide financial statements as the Academy is engaged 
in  only  business‐type  activities.  Therefore,  no  condensed  financial  information  derived  from  the 
governmental‐wide financial statements is included in the discussion and analysis.   The following table 
represents the Academy’s statement of net position at June 30, 2019 and 2018:     
 

2019 2018

Assets:

  Current assets:

    Cash and Cash Equivalents 2,478,670$           2,158,481$                

    Escrow Assets 713,967                 599,886                      

    Accounts Receivable  ‐                          140                              

    Intergovernmental Receivable 148,244 34,999

    Prepaid Expense 45,672 63,396

      Total currents assets 3,386,553 2,856,902

Noncurrent assets:

  Capital Assets, net of Accumulated Depreciation 5,772,950              5,937,106                  

  Non‐Depreciable Capital Assets 1,018,700              1,018,700                  

  Net OPEB Asset 255,070                 ‐                               

  Bond Reserve 830,180                 823,954                      

     Total noncurrent assets 7,876,900            7,779,760                  

Total assets 11,263,453           10,636,662                

Deferred Outflows of Resources:

 Unamortized Deferred Charges on Bond Refinancing 334,897               349,849                      

  Pension/OPEB 1,691,702            1,840,839                  

Total Deferred Outflows of Resources: 2,026,599              2,190,688                  

Liabilities:

  Current liabilities:

    Accounts Payable, Trade 60,256                   88,575                        

    Accounts Payable, Related Party 329,420                 252,609                      

    Accrued Interest Payable 308,712                 308,712                      

    Accrued Expenses 10,688 33,613

    Current Portion of Long‐Term Debt 210,000                 495,674                      

       Total current liabilities 919,076 1,179,183

Noncurrent liabilities:

  Net Pension Liabil ity 4,079,106 4,126,705

  Net OPEB Liabil ity 292,630 848,798                      

  Noncurrent Portion of Long‐term Debt 10,337,637 10,552,100

    Total noncurrent liabilities 14,709,373 15,527,603

       Total liabilities 15,628,449 16,706,786

Deferred Inflows of Resources 669,033                 246,062                      

Net Position

  Net Investment in Capital Assets (2,366,326) (2,366,735)

  Restricted Net Position 489,383                 349,130                      

  Unrestricted Net Position (1,130,487) (2,107,893)

    Total Net Position (3,007,430)$          (4,125,498)$               

Table 1

Net Position
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Cash  and  cash  equivalents  increased  due  to  revenues  exceeding  expenses  during  the  year  from 
operations.  The  increase  in  State  Aid  receipts was  due  to  the  increase  in  enrollment.    The  $114,081 
increase in Escrow Assets was due to payments made into the account based on the bond agreements to 
cover future principal payments. 
 
The Academy has adopted GASB Statement 68, “Accounting and Financial Reporting  for Pensions—an 
Amendment of GASB Statement 27,” and GASB Statement 75, “Accounting and Financial Reporting for 
Postemployment  Benefits  Other  Than  Pensions,”  which  significantly  revises  accounting  for  costs  and 
liabilities related to other postemployment benefits (OPEB).  For reasons discussed below, many end users 
of this financial statement will gain a clearer understanding of the Academy’s actual financial condition by 
adding deferred inflows related to pension and OPEB, the net pension liability and the net OPEB liability 
to the reported net position and subtracting deferred outflows related to pension and OPEB and net OPEB 
asset. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports  prepared  in  accordance  with  generally  accepted  accounting  principles.    Prior  accounting  for 
pensions  (GASB  27)  and  postemployment  benefits  (GASB  45)  focused  on  a  funding  approach.    This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OPEB asset/liability.  GASB 68 and 
GASB 75  take  an  earnings  approach  to  pension  and OPEB  accounting;  however,  the  nature of Ohio’s 
statewide pension/OPEB plans and state law governing those systems requires additional explanation in 
order to properly understand the information presented in these statements. 
 
GASB  68  and GASB  75  require  the  net  pension  liability  and  the  net  OPEB  asset/liability  to  equal  the 
Academy’s proportionate share of each plan’s collective: 
 

1. Present  value  of  estimated  future  pension/OPEB  benefits  attributable  to  active  and  inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 

GASB  notes  that  pension  and  OPEB  obligations,  whether  funded  or  unfunded,  are  part  of  the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, 
and the promise of a future pension and other postemployment benefits.  GASB noted that the unfunded 
portion of this promise is a present obligation of the government, part of a bargained‐for benefit to the 
employee, and should accordingly be reported by the government as a liability since they received the 
benefit of the exchange.  However, the Academy is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement  systems  to  provide  healthcare  to  eligible  benefit  recipients.    The  retirement  systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The  employee  enters  the  employment  exchange with  the  knowledge  that  the  employer’s  promise  is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a specific, 
legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the 
unfunded  liability  of  the  pension/OPEB  plan  as  against  the  public  employer.    State  law  operates  to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the  employment  exchange  with  notice  as  to  the  law.    The  retirement  system  is  responsible  for  the 
administration of the pension and OPEB plans 
 
Most long‐term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time‐off or termination payments.  There is no repayment 
schedule  for  the net  pension  liability  or  the  net OPEB  asset/liability.    As  explained  above,  changes  in 
benefits,  contribution  rates,  and  return on  investments  affect  the balance of  these  liabilities,  but  are 
outside the control of the  local government.    In the event that contributions,  investment returns, and 
other changes are insufficient to keep up with required payments, State statute does not assign/identify 
the responsible party for the unfunded portion.  Due to the unique nature of how the net pension liability 
and  the net OPEB  liability  are  satisfied,  these  liabilities  are  separately  identified within  the  long‐term 
liability section of the statement of net position. 
 
In accordance with GASB 68 and GASB 75,  the Academy’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB asset/liability, respectively, not accounted for 
as deferred inflows/outflows.  
 
There was a significant change in net pension / OPEB liability / asset for the Academy.  The fluctuations 
are due to changes in the actuarial liabilities / assets and related accruals that are passed through to the 
Academy’s  financial  statement.    All  components  of  pension  and  OPEB  accruals  contribute  to  the 
fluctuations  in deferred outflows /  inflows and net pension/OPEB  liabilities/asset and are described  in 
more detail in their respective notes. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The following table shows the changes in net position for the following fiscal periods:    
 

2019 2018

Operating Revenues:

  State Aid 5,973,294$         5,288,603$     

  Charge for Services 259,928 126,606

  Miscellaneous ‐                        87,696

    Total Operating Revenues 6,233,222 5,502,905

Operating Expenses:

  Purchased Services 4,714,607 2,586,245

  Depreciation 278,173 137,391

  Supplies 187,771 259,953

  Other Operating Expense 48,330 49,232

    Total Operating Expenses 5,228,881 3,032,821

      Operating Income 1,004,341 2,470,084

Non‐Operating Revenues and Expenses:

  Federal and State Restricted Grants  728,439 662,956

  Interest Income 21,707 10,033

  Interest Expense (636,419)             (657,283)         

  Contributions and Donations ‐                        1,055

    Net Nonoperating Revenues and Expenses 113,727 16,761

Change in Net Position 1,118,068$         2,486,845$     

Table 2

Change in Net Position

 
The $684,691 increase in State Aid revenue is due to the increase in the number of students. Supplies 
expense decreased by $72,182 in fiscal year 2019 is primarily due to the decreased spending.  Purchased 
services  increased  based  on  increases  in  enrollment  and  the  application  of  GASB  68/75  accruals  on 
pension / OPEB expenses which is netted against purchased services. 
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CAPITAL ASSETS  
 
At  June 30,  2019,  the Academy had $6,791,650  (net of  accumulated depreciation)  invested  in  capital 
assets. The following table summarizes Capital Asset activity for the fiscal year ended:   
 

2019 2018 Change

Land $1,018,700 $1,018,700 -$              
Buildings & Improvements 5,644,478        5,879,078        (234,600)       
Leasehold Improvements 74,526             47,183             27,343          
Computer Technology 6,581               10,845             (4,264)           
Furniture & Equipment 47,365             -                   47,365          

$6,791,650 $6,955,806 ($164,156)

Capital Assets at June 30 (Net of Depreciation)

 
For further information regarding the Academy’s capital assets, refer to Note 5 of the basic financial 
statements. 
 

DEBT 
 

At  June  30,  2019,  the  Academy  had  total  debt  of  $10,547,637  which  included  two  separate  debt 
instruments:   
 

One was the $10,640,000 bond offering (listed net of premium) of which $195,000 principal payments 
came due within one year. This bond debt was newly issued in July 2016 after refunding the 2012 bonds 
in order to take advantage of lower interest rates.   The second is a note payable to Accel that was paid 
off in the current year. 
 

For further information regarding the Academy’s debt, refer to Note 6 to the basic financial statements. 
 

OPERATIONS 
 
The Academy is a nonprofit corporation established pursuant to Ohio Revised Code Chapter 3314.  The 
Academy  offers  education  for  Ohio  children  in  kindergarten  through  eighth  grade.  The  Academy  is 
independent of any Academy district and is nonsectarian in its programs, admission policies, employment 
practices, and all other operations.  The Academy may lease or acquire facilities as needed and contract 
for any services necessary for the operation of the Academy.   
 

REQUESTS FOR INFORMATION 
 
This  financial  report  is designed  to provide citizens,  taxpayers,  investors, and creditors with a general 
overview of the Academy’s finances and to show the Academy’s accountability for the money it receives.  
If you have any questions concerning this report, please contact the Academy’s Fiscal Officer, C. David 
Massa, CPA of Massa Financial Solutions, LLC at 6015 E. Walnut, Westerville, Ohio 43081. 
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CORNERSTONE ACADEMY ‐ FRANKLIN COUNTY, OHIO 
Statement of Net Position 

At June 30, 2019 
 

Assets:

Current Assets:

    Cash and Cash Equivalents 2,478,670$       

    Escrow Assets 713,967            

    Intergovernmental Receivable 148,244

    Prepaid Expense 45,672

      Total Current Assets 3,386,553

Noncurrent Assets:

  Net OPEB Asset 255,070

  Bond Reserve Account 830,180

  Non‐Depreciable Capital Assets 1,018,700

  Capital Assets, net of Accumulated Depreciation 5,772,950

    Total Noncurrent Assets 7,876,900

Total Assets 11,263,453       

Deferred Outflows of Resources:

Unamortized Deferred Charges on Bond Refinancing 334,897            

Pension (STRS & SERS) 1,555,874         

OPEB (STRS & SERS) 135,828            

      Total Deferred Outflow of Resources 2,026,599         

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 60,256               

    Accounts Payable, Related Party 329,420            

    Accrued Interest Payable 308,712            

    Accrued Expenses 10,688               

    Current Portion of Long Term Debt 210,000            

       Total Current Liabilities 919,076            

Noncurrent Liabilities:

  Net Pension Liabil ity 4,079,106

  Net OPEB Liabil ity 292,630

  Noncurrent Portion of Long‐term Debt 10,337,637

    Total Noncurrent Liabilities 14,709,373

       Total Liabilities 15,628,449
 

Deferred Inflow of Resources:

Pension (STRS & SERS) 250,752            

OPEB (STRS & SERS) 418,281            

      Total Deferred Inflow of Resources 669,033            

Net Position:

  Net Investment in Capital Assets (2,366,326)

  Restricted for Other Purpsoes 489,383            

  Unrestricted Net Position (1,130,487)

  Total Net Position (3,007,430)$     

See Accompanying Notes to the Basic Financial Statements
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CORNERSTONE ACADEMY ‐ FRANKLIN COUNTY, OHIO 

   
Statement of Revenues, 

Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2019 

 
 
 

Operating Revenues:

  State Aid 5,973,294$       

  Charges for Services 259,928            

    Total Operating Revenues 6,233,222

Operating Expenses:

  Purchased Services 4,714,607

  Depreciation 278,173

  Supplies 187,771

  Other Operating Expenses 48,330

    Total Operating Expenses 5,228,881

      Operating Income 1,004,341

Non‐Operating Revenues and (Expenses):

  Federal and State Restricted Grants  728,439

  Interest Income 21,707

  Bond Interest Expense (633,658)           

  Interest Expense (2,761)                

    Net Non‐operating Revenues and (Expenses) 113,727

Change in Net Position 1,118,068         

Net Position Beginning of Year (4,125,498)        

Net Position End of Year (3,007,430)$     

See Accompanying Notes to the Basic Financial Statements
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CORNERSTONE ACADEMY ‐ FRANKLIN COUNTY, OHIO 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2019 

 
 

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 5,974,113$    

Charge for Services 259,928          

Cash Payments to Suppliers for Goods and Services (5,183,517)     

Net Cash Provided By Operating Activities 1,050,524       

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Facil ity Bond Interest Payments (633,658)         

Facil ity Bond Principal Payments (195,000)         

Increase in Escrow/Bond Reserve Accounts (120,307)         

Note Payable Principal Payments (300,674)         

Note Payable Interest Payments (2,761)             

Interest Income Receipts 21,707            

Federal and State Grant Receipts 614,374          

Net Cash Used For Noncapital Financing Activities (616,318)         

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Purchase of Capital Assets (114,016)         

Net Cash Used For Capital and Related Financing Activities (114,016)         

Net Increase in Cash and Cash Equivalents 320,189          

Cash and Cash Equivalents ‐ Beginning of the Year 2,158,481       

Cash and Cash Equivalents ‐ Ending of the Year 2,478,670$    

See Accompanying Notes to the Basic Financial Statements

 
 
 
 
 
 

 
 
 
 
 
 
 
 

(Continued)
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CORNERSTONE ACADEMY ‐ FRANKLIN COUNTY, OHIO  
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2019 

(Continued) 

Reconciliation of Operating Income to Net Cash Provided By Operating Activities

Operating Income 1,004,341$       

Adjustments to Reconcile Operating Income to 

Net Cash Provided By Operating Activities:

Depreciation 278,173            

Changes in Assets, Liabilities, and Deferred Inflows and Outflows of Resources:

Increase in Receivables (3,504)                

Decrease in Deferred Outflows  164,089            

Increase in Deferred Inflows (Pension/ OPEB) 422,971            

(Decrease) in Net Pension Liabil ity (47,599)             

Decrease in Prepaid Expense 17,724               

Decrease in Net OPEB Liability (556,168)           

Decrease in Accounts Payable, Trade (28,319)             

Increase in Accounts Payable, Related Party 76,811               

(Decrease) in Accrued Expenses (22,925)             

(Increase) in Net OPEB Asset (255,070)           

Net Cash Provided By Operating Activities 1,050,524$       

See Accompanying Notes to the Basic Financial Statements
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NOTE 1 – DESCRIPTION OF ACADEMY 
 

The  Cornerstone  Academy  (the  “Academy”)  is  a  nonprofit  corporation  established  pursuant  to  Ohio 
Revised Code Chapters 3314. The Academy offers education for Ohio children in kindergarten and grades 
1 through 8. The Academy is independent of any Academy district and is nonsectarian in its programs, 
admission policies, employment practices, and all other operation.  The Academy may lease or acquire 
facilities  as  needed  and  contract  for  any  services  necessary  for  the  operation  of  the  Academy.    The 
Academy is a federally recognized 501(c)(3) nonprofit corporation established pursuant to Ohio Revised 
Code Chapter 1702.  
 
The  Academy  was  approved  for  operation  under  contract  with  the  Ohio  State  Board  of  Education 
commencing on July 1, 2000. The Academy began the 2005‐06 fiscal year under a contract with the St. 
Aloysius Orphanage (the Sponsor) for a period of five academic years commencing after July 1, 2005 and 
ending June 30, 2011. In June of 2011, the Sponsor renewed the charter contract for five academic years 
ending June 30, 2016. In June of 2016, the Sponsor again renewed the charter contract for five academic 
years ending 30, 2021.  The Sponsor is responsible for evaluating the performance of the Academy and 
has the authority to deny renewal of the contract at its expiration or terminate the contract prior to its 
expiration.  
 
Ohio Revised Code Section 3314.02(E) states in part that the Academy operate under the direction of a 
Governing Board  that  consists  of  not  less  than  five  individuals who  are  not  owners  or  employees,  or 
immediate relatives or owners or employees of any for‐profit firm that operates or manages an academy 
for the Governing Board. The Board is responsible for carry out the provisions of the contract that include, 
but  are  not  limited  to,  state‐mandated  provision  regarding  student  population,  curriculum,  academic 
goals, performance standards, admission standards, and qualification of teachers.   
 
The Academy contracts with Accel Schools for management services including management of personnel 
and human  resources,  the program of  instruction, marketing data management,  purchasing,  strategic 
planning,  public  relation,  financial  reporting,  recruiting,  compliance  issues,  budgets,  contracts,  and 
equipment and facilities.   
 

NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The  financial  statements  of  the  Academy  have  been  prepared  in  conformity with  generally  accepted 
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards 
Board  (GASB)  is  the  accepted  standard‐setting  body  for  establishing  governmental  accounting  and 
financial  reporting principles. The more significant of  the Academy’s accounting policies are described 
below. 
 
Basis of Presentation ‐ The Academy’s basic financial statements consist of a statement of net position; a 
statement  of  revenues,  expenses,  and  changes  in  net  position;  and  a  statement  of  cash  flows.  The 
Academy uses a single enterprise presentation for its financial records.  Enterprise reporting focuses on 
the determination of operating income, changes in net position, financial position, and cash flows.   
 

Attachment 26: Audited Financial Statements Page 2307



CORNERSTONE ACADEMY ‐ FRANKLIN COUNTY, OHIO   
 

NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2019 

16 
 

 
NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Measurement  Focus  ‐  The  enterprise  activity  is  accounted  for  using  a  flow  of  economic  resources 
measurement  focus.  All  assets/  deferred  outflows  of  resources  and  liabilities/  deferred  inflows  of 
resources associated with the operation of the Academy are included on the statement of net position. 
The statement of revenues, expenses, and changes in net position presents increases (e.g. revenues) and 
decreases (e.g. expenses) in net position. The statement of cash flows reflects how the Academy finances 
meet its cash flow needs.  
 
Basis of Accounting  ‐ Basis of  accounting determines when  transactions are  recorded  in  the  financial 
records and reported on the financial statements. The Academy’s financial statements are prepared using 
the accrual basis of accounting. Revenue resulting from exchange transactions, in which each party gives 
and  receives essentially equal value,  is  recorded on  the accrual basis when  the exchange  takes place.  
Revenue  resulting  from  nonexchange  transactions,  in which  Academy  receives  value without  directly 
giving equal value in return, such as grants and entitlements, are recognized in the period in which all 
eligibility requirements have been satisfied.   Eligibility requirements include timing requirements, which 
specify the period when the resources are required to be used or the period when use is first permitted, 
matching requirements,  in which the Academy must provide local resources to be used for a specified 
purpose,  and  expenditure  requirements,  in  which  the  resources  are  provided  to  the  Academy  on  a 
reimbursement basis.  Expenses are recognized at the time they are incurred. 
 

Budgetary Process ‐ Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C). However, unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter 5705, unless specifically provided  in  the contract between the Academy and  its Sponsor. The 
contract between the Academy and its Sponsor does not require the Academy to follow the provisions 
Ohio Revised Code Chapter 5705; therefore, no budgetary information is presented in the basic financial 
statements.  

 
Cash and Cash Equivalents ‐ Cash received by the Academy is reflected as “Cash and Cash Equivalents” 
on the statement of net position.  The Academy had no investments during the period ended June 30, 
2019. 
 
Capital Assets  ‐  The Academy’s  capital assets during  the year ended  June 30, 2019 consisted of  land, 
building  and  improvements,  leasehold  improvements,  computer  technology,  furniture  and  other 
equipment.  All capital assets are capitalized at cost and updated for additions and retirements during the 
fiscal year.  Donated capital assets are recorded at their acquisition value as of the date received. The 
Academy maintains a capitalization threshold of one thousand five hundred dollars.  The Academy does 
not have any infrastructure. Improvements are capitalized. The costs of normal maintenance and repairs 
that do not add to the value of the asset or materially extend an asset’s life are not capitalized.   
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Capital Assets (continued) 
 
All capital assets, except land are depreciated. Improvements are depreciated over the remaining useful 
lives  of  the  related  capital  assets.    Depreciation  is  computed  using  the  straight‐line method  over  the 
following useful lives:   
 

     

Description Useful Lives
Buildings and Improvements 30 years
Leasehold Improvements 15 years
Computer Technology 5 years
Furniture and Equipment 5-20 years  

 
Net position  ‐ Net position represents  the difference between assets, deferred outflows of  resources, 
liabilities,  and  deferred  inflows  of  resources.  Net  position  is  reported  as  restricted  when  there  are 
limitations imposed on their use either through the enabling legislation adopted by Academy or through 
external restrictions imposed by creditors, grantors, or laws or regulations of other governments.   The 
Academy  applies  restricted  resources  first  when  an  expense  is  incurred  for  purposes  for which  both 
restricted and unrestricted net position is available. At June 30, 2019, the Academy reported $489,383 in 
restricted net position for cash in escrow and reserve accounts, net of related debt for future principal 
payments and ($2,366,326) of net position invested in capital assets, net of accumulated depreciation and 
net of related debt. 
 
Operating Revenues and Expenses ‐ Operating revenues are those revenues that are generated directly 
from the primary activity of the Academy.  Operating expenses are necessary costs incurred to provide 
the  service  that  is  the  primary  activity  of  the Academy.    All  revenues  and  expenses  not meeting  this 
definition are reported as non‐operating. 

 
Deferred Inflows and Deferred Outflows of Resources ‐ In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of  resources  represent  a  consumption of  net  position  that  applies  to  a  future period  and will  not  be 
recognized  as  an  outflow  of  resources  (expense/expenditure)  until  then.    For  the  Academy,  deferred 
outflows of resources are reported on the statement of net position for deferred charges, pension and 
OPEB.  The deferred outflows of resources related to pension and OPEB plans are explained in Notes 9 
and 10.  
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
When  utilizing  accrual  basis  of  accounting,  unamortized  deferred  charges  on  debt  refinancing  are 
reported as a deferred outflow of resources.  Deferred charges on refunding result from the difference in 
the carrying value of refunded debt to its acquisition price.  This amount is deferred and amortized over 
the shorter period of the life of the refunded debt or of the refunding debt. 
 
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. For the Academy, deferred inflows of resources include  
pension and OPEB. These amounts are deferred and recognized as an inflow of resources in the period 
the amounts become available.   Deferred  inflows of  resources  related to pension and OPEB plans are 
reported on the statement of net position. (See Note 9 and 10)  
 
Pensions/Other Postemployment Benefits  (OPEB) – For purposes of measuring  the net pension/OPEB 
asset/liability,  deferred  outflows  of  resources  and  deferred  inflows  of  resources  related  to 
pensions/OPEB,  and  pension/OPEB  expense,  information  about  the  fiduciary  net  position  of  the 
pension/OPEB plans and additions to/deductions from their fiduciary net positon have been determined 
on the same basis as they are reported by the pension/OPEB plan.  For this purpose, benefit payments 
(including refunds of employee contributions) are recognized when due and payable in accordance with 
the benefit terms.  The pension/OPEB plans report investments at fair value. 
 
Estimates  ‐ The preparation of  financial  statements  in  conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from those estimates.  
 

NOTE 3 ‐ CASH AND CASH EQUIVALENTS 
 
The Academy classifies deposits by category of risk as defined in GASB Statement No.3 “Deposits with 
Financial  Institutions,  Investments  (including  Repurchase  Agreements)  and  Reverse  Repurchase 
Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk Disclosures”. 
 
The Academy maintains its cash balances at Huntington Bank in Ohio. The balances are insured by the 
Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account. At June 30, 2019, 
the book amount of the Academy’s deposits was $2,478,670 and the bank balance was $2,506,024. 
 
$250,000  of  the  bank  balance  was  covered  by  Federal  depository  insurance,  while  $2,256,024  was 
uninsured and exposed to custodial credit risk.  There are no significant statutory restrictions regarding 
deposit and investment of Funds by the Academy.   
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NOTE 3 ‐ CASH AND CASH EQUIVALENTS – (continued) 
 
Custodial credit risk is the risk that, in the event of a bank failure, the Academy’s deposits may not be 
returned.   The Academy does not have a deposit policy  for custodial credit  risk. All bank deposits are 
collateralized  with  eligible  securities  in  amounts  equal  to  at  least  105%  of  the  carrying  value  of  the 
deposits. Such collateral as permitted by the Ohio Revised Code, is held in single financial collateral pools 
at  the  Federal Reserve Banks or  at member banks of  the  federal  reserve  system,  in  the name of  the 
respective depository bank and pledged as a pool of  collateral  against all of  the public deposits or as 
specific collateral held at the Federal Reserve Bank in the name of the Academy. 

 
NOTE 4 ‐ RECEIVABLES 
 
At  June  30,  2019,  the  Academy  had  intergovernmental  receivables  in  the  amount  of  $148,244 
representing monies due  from State Foundation payment, Title  I,  IDEA and a Food Service Equipment 
Grants, which was not received as of year‐end. The receivables are expected to be collected within one 
year.   

 
NOTE 5 – CAPITAL ASSETS 
 
Capital asset activity for the period July 1, 2018 to June 30, 2019, was as follows: 
 

Balance Balance

June 30, 2018 Additions Deletions June 30, 2019

Capital Assets

Land (not depreciated) 1,018,700$       ‐$                 ‐$                 1,018,700$      

Buildings and Improvements 7,185,192         ‐                   ‐                  7,185,192         

Leasehold Improvements 76,659              37,854            ‐                  114,513            

Computer Technology 157,259 17,229            ‐                  174,488            

Furniture & Equipment 240,632 58,933            ‐                  299,565            

Total Capital Assets 8,678,442 114,016          ‐                  8,792,458

Less: Accumulated Depreciation

Buildings and improvements (1,306,114)       (234,600)         ‐                  (1,540,714)       
Leasehold Improvements (29,476) (10,511)           ‐                  (39,987)             

Computer  Technology (146,414) (21,493)           ‐                  (167,907)           

Furniture & Equipments (240,632) (11,568)           ‐                  (252,200)           

Total Accumulated Depreciation (1,722,636) (278,172)         ‐                  (2,000,808)

 

Capital Assets, Net 6,955,806$       (164,156)$       ‐$                 6,791,650$      
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NOTE 6 – LONG‐TERM OBLIGATIONS 
 
Changes in the Academy’s long‐term obligations during fiscal year 2019 were as follows: 
                                          

Balance     Balance

6/30/2018 Additions Reductions 6/30/2019

Net Pension/OPEB Liability:

Net Pension Liability 4,126,705$       ‐$              (47,599)$          4,079,106$       ‐$                 

Net OPEB Liability 848,798             ‐                (556,168)          292,630             ‐                    

Total Net Pension/OPEB Liability 4,975,503          ‐                (603,767)          4,371,736          ‐                    

Other Long‐Term Obligations:

Direct Placement:

Revenue Bonds ‐ Series A 2016 9,715,000          ‐                ‐                     9,715,000          ‐                    

Revenue Bonds ‐ Series B 2016 925,000             ‐                (195,000)          730,000             210,000           

Add: Bond Premium 107,100             ‐                (4,463)               102,637            

Direct Borrowing:

Notes Payable ‐ Accel 300,674             ‐                (300,674)          ‐                      ‐                    

Total Other Long‐term Obligations 11,047,774       ‐                (500,137)          10,547,637       210,000           

 

Total Long‐term Obligations 16,023,277$     ‐$              (1,103,904)$    14,919,373$     210,000$        

Due Within 

One Year

 
Revenue  Bonds  ‐  In  July  2012,  the  Academy  issued  Revenue  Bonds  totaling  $10,140,000,  with  an 
underwriter’s  discount  of  $228,150  and  an  original  issue  discount  of  $187,639,  with  the  Columbus‐
Franklin County Finance Authority. Under the terms of the bond agreement the Authority acquired the 
property at  that  time. The properties are  leased back  to  the Academy through annual  lease  renewals 
through July 2042. In July 2016, the Academy refinanced the bonds at a premium, to realize savings from 
lower  interest  rates.  The  outstanding  principal  balance  as  of  June 30,  2019  is  $10,445,000  (excluding 
premium) and  interest payable of  $308,712.    There  are no prepayment penalties  associated with  the 
bond. 
 
The reacquisition price exceeded the net carrying amount of the 2012 debt by $378,579.   The  loss on 
refinancing is reported as “unamortized charges on bond refinancing”. 
 
The bonds were issued in two Series as follows: 
 
Series A: Tax exempt redeemable lease revenue bonds totaling $9,715,000. The Series A bears interest at 
5.75%. Annual payments are interest only through fiscal 2022. Thereafter, monthly principal payments 
are required until maturity in July 2042.  
 
Series B: Taxable redeemable lease revenue bonds totaling $925,000. The Series B bears interest at 5.25%. 
Annual  payments  are  interest  only  through  fiscal  2018.  Thereafter,  monthly  principal  payments  are 
required until maturity in July 2022. 
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NOTE 6 – LONG‐TERM OBLIGATIONS (continued) 
 
The Academy’s lease obligations meet the criteria of a capital lease as defined by the Standards and have 
been  recorded  in  the  financial  statements.  Land,  Building,  and  Building  Improvements  are  being 
depreciated over the useful life. Improvements were completed during the fiscal year.
 
Both the Series A and Series B require the Academy to comply with certain financial covenants including the 
requirement to maintain a certain amount of operating cash on hand, debt coverage ratio, and financial 
statement filing deadline. As of June 30, 2019, the Academy is in compliance with those covenants.  In the 
event  of  default  under  these  covenants,  the  Academy  must  hire  a  management  consultant  to  make 
recommendations to improve the financial health of the Academy.  Regardless if the Academy has retained 
a management  consultant,  any  year  in which  the Academy does not meet  certain  covenants,  the bond 
Trustee shall give notice to the bond holders and exercise one or more remedies as permitted.  The bond 
Trustee may foreclose the property in which sale proceeds will be applied to the redemption amounts. The 
bonds are  secured by  the  facility  and a guaranty by Accel  Schools,  LLC  (see Note 14),  and  required  the 
forgiveness  of  accounts  payable,  related  party,  for  amounts  owed  Accel  Schools,  LLC.  for  back  rent.  In 
addition, the Academy entered into a state Academy aid direction whereby the Academy directs the Ohio 
Department of Education to deposit the gross revenues into an account held by the bond Trustee, and shall 
be paid out in order of priority, a) transferred to debt service account and or redemption account to satisfy 
overdue  and  unpaid  obligations,  b)  scheduled  bond  payments,  c)  replenish  debt  service  fund,  d)  pay 
additional  rent  or make  further  payments,  e)  deposit  to  repair  and  replacement  account  to  the  extent 
available $2,500 per month not to exceed $27,500 per year, until the reserve balance is $275,000. 
 
As part of the agreement for the leases, monies were deposited into several escrow accounts with US Bank, 
N.A.  Payments  for  construction  and  financing  activities  have  been  paid  from  these  accounts.  Lease 
payments were made by the Academy to cover Bond interest and administrative fees due in January and 
July 2014 and to make deposits in reserve accounts. Funds were deposited from the initial bond proceeds 
into an operating reserve and a reserve fund for future operating and debt service needs. A supplemental 
reserve, to be used for future debt service is funded by payments of the base lease payment for the full 
bond  term.  The  balances  of  the  escrow  and  reserve  accounts  as  of  June  30,  2019 were  $713,967  and 
$830,180  respectively.  The  assets  acquired  through  the  capital  lease  as  of  June  30,  2019 were  Land  of 
$1,018,700 and Buildings and Improvements of $7,185,192.  Accumulated depreciation on the buildings and 
improvements to date totaled $1,540,714.  Interest in the amount of $633,658 was paid during fiscal year 
2019 on the bonds.  
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NOTE 6 – LONG‐TERM OBLIGATIONS (continued) 
 
 
The balances of the bond escrow and reserve accounts as of June 30, 2019 are as follows: 
 

Reserve Fund 830,180$   
Total Reserve Fund 830,180$  

Repair and Replacement Fund 86,610$     

State Aid Intercept Account 76,768       

Bond Interest Fund 302,119     

Debt Service Principal Account 210,000     

Project Fund 35,581       

Refunding Account 2,889         

Total Escrow Accounts 713,967$   

 
The following is a schedule of remaining debt service on these obligations: 
 

Principal Interest Total Debt Service

2020 210,000$               591,112$               801,112$                   

2021 225,000                 577,050                 802,050                     

2022 235,000                 562,362                 797,362                     

2023 250,000                 547,688                 797,688                     

2024 265,000                 532,450                 797,450                     

2025‐2029 1,580,000             2,399,762             3,979,762                  

2030‐2034 2,085,000             1,861,851             3,946,851                  

2035‐2039 2,755,000             1,151,152             3,906,152                  

2040‐2042 2,840,000             256,450                 3,096,450                  

Total 10,445,000$         8,479,877$           18,924,877$             

Bond Series A & B

Revenue

 
Note  Payable  ‐  In  2010,  the  Academy  executed  a  $1,238,877  promissory  note  payable  to Mosaica 

Education,  Inc.,  a  related  party  (see  note  14),  to  finance  outstanding  invoices  for  services  and/or 
reimbursable expenses over a multi‐year term at a fixed interest rate of 7.0%.   This note was cancelled 
and reissued with a date of June 30, 2012.  The interest rate remained the same.  Quarterly installments 
were due beginning September 15, 2012 and continue through maturity on June 30, 2027.  The note was 
subsequently cancelled by Accel Schools, LLC., in July 2015 and a note a was reissued in the amount of 
$500,000 for a 30‐year term with an interest rate of 4.0%.  The Academy began making principal payments 
in fiscal year 2018.  Total payments throughout the year were $300,674 of principal and $2,761 of interest.  
This note was paid in full during the fiscal year. 
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NOTE 7 – RISK MANAGEMENT 
 
Property and Liability ‐ The Academy is exposed to various risks of loss related to torts; theft or damage 
to, and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  During 
fiscal year 2019,  the Academy contracted with Brown & Brown of Marmora  through The Hartford  for 
property and general liability insurance.   
 

General Liability:
Each Occurrence $1,000,000
Aggregate Limit 2,000,000    
Products - Completed Operations Aggregate Limit 2,000,000    
Medical Expense Limit - Any One Person/Occurrence 15,000         
Damage to Rented Premises - Each Occurrence 500,000       
Personal and Advertising Injury 1,000,000    

Automobile Liability:
Combined Single Limit 1,000,000    

Buildings 6,950,000    
Business Personal Property 607,800       

Excess/Umbrella Liability:

Each Occurrence 5,000,000    

Aggregate Limit 5,000,000     
 
Settled claims have not exceeded this commercial coverage in the prior three years and there have been 
no significant reductions in insurance coverage from the prior year. 
 
Workers’ Compensation  ‐ The Academy pays the State Workers’ Compensation System a premium for 
employee injury coverage. The premium is calculated by multiplying the monthly total gross payroll by a 
factor that is calculated by the State. 
 
Other  Employee  Benefits  ‐  The  Academy  provides  life  insurance  and  accidental  death  and 
dismemberment,  medical/surgical,  dental  and  vision  insurance  to  most  employees  through  School 
Employees’ Health and Welfare Benefits Plan and Trust.  Depending upon the plan chosen, the employees 
share the cost of the monthly premium with the Board. 

 
 
 
 
 
 
 
 
 
 
 

Attachment 26: Audited Financial Statements Page 2315



CORNERSTONE ACADEMY ‐ FRANKLIN COUNTY, OHIO   
 

NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2019 

24 
 

 
NOTE 8 – PURCHASED SERVICES 
 
For fiscal year ended June 30, 2019, purchased service expenses were for the following services: 
 

Purchased Services Amount
Personnel Services 2,959,373$     
Professional Services 1,192,571       
Property Services 192,114

    Utilities 78,170
Travel & Meetings 2,660
Communications 32,142
Contractual Trade 253,538
Pupil Transportation 4,039

Total $4,714,607
 

 

NOTE 9 – DEFINED BENEFIT PENSION PLANS 
 
Net Pension Liability 
 
The net pension liability reported on the statement of net position represents a liability to employees for 
pensions.  Pensions  are  a  component  of  exchange  transactions—between  an  employer  and  its 
employees—of salaries and benefits for employee services.  Pensions are provided to an employee—on a 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for pensions is a present obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long‐
term  variables,  including  estimated  average  life  expectancies,  earnings  on  investments,  cost  of  living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   

 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy  cannot  control  benefit  terms  or  the manner  in which  pensions  are  financed;  however,  the 
Academy  does  receive  the  benefit  of  employees’  services  in  exchange  for  compensation  including 
pension.  

 
GASB 68  assumes  the  liability  is  solely  the obligation of  the  employer,  because  (1)  they benefit  from 
employee  services;  and  (2)  State  statute  requires  all  funding  to  come  from  these  employers.    All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State  legislature.   Any resulting  legislative change to benefits or funding could 
significantly affect the net pension liability.  Resulting adjustments to the net pension liability would be  
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Net Pension Liability – continued  
 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net pension liability 
on  the  accrual  basis  of  accounting.    Any  liability  for  the  contractually‐required  pension  contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   

 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Plan  Description  –  Academy  non‐teaching  employees  participate  in  SERS,  a  statewide,  cost‐sharing 
multiple‐employer  defined  benefit  pension  plan  administered  by  SERS.    SERS  provides  retirement, 
disability and survivor benefits  to plan members and beneficiaries.   Authority  to establish and amend 
benefits  is provided by Ohio Revised Code Chapter 3309.   SERS issues a publicly available, stand‐alone 
financial  report  that  includes  financial  statements,  required  supplementary  information  and  detailed 
information about SERS’ fiduciary net position.  That report can be obtained by visiting the SERS website 
at www.ohsers.org under Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 
  

 
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the  Academy  is  required  to  contribute  14  percent  of  annual  covered  payroll.    The  contribution 
requirements  of  plan  members  and  employers  are  established  and  may  be  amended  by  the  SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent for 
employers.    The  Retirement  Board,  acting  with  the  advice  of  the  actuary,  allocates  the  employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B 
Fund, and Health Care Fund).  For the fiscal year ended June 30, 2019, the allocation to pension, death 
benefits, and Medicare B was 13.5 percent.  SERS allocated 0.5 percent of employer contributions to the 
Health Care Fund for fiscal year 2019. 
 
The Academy’s contractually required contribution to SERS was $54,863 for fiscal year 2019. 
 

 

Eligible to Retire before Eligible to Retire on or after

August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or

Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – Academy licensed teachers and other faculty members participate in STRS Ohio, a cost‐
sharing multiple‐employer  public  employee  retirement  system  administered  by  STRS.    STRS  provides 
retirement and disability benefits  to members and death and survivor benefits  to beneficiaries.    STRS 
issues  a  stand‐alone  financial  report  that  includes  financial  statements,  required  supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215‐3771, by calling (888) 227‐7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New  members  have  a  choice  of  three  retirement  plans;  a  Defined  Benefit  (DB)  Plan,  a  Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307. 
For the DB Plan, from August 1, 2015–July 1, 2017, any member could retire with reduced benefits who 
had (1) five years of service credit and age 60; (2) 26 years of service credit and age 55; or (3) 30 years of 
service  credit  regardless  of  age.  Effective  August  1,  2017–July  1,  2019,  any member may  retire with 
reduced benefits who has (1) five years of service credit and age 60; (2) 27 years of service credit and age 
55; or  (3) 30 years of service credit  regardless of age. Eligibility changes will  continue to be phased  in 
through August 1, 2026, when retirement eligibility for unreduced benefits will be five years of service 
credit and age 65, or 35 years of  service credit and at  least age 60. Retirement eligibility  for  reduced 
benefits will be five years of service credit and age 60, or 30 years of service credit regardless of age. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.    The  remaining 4.5 percent of  the 14 percent employer  rate  is  allocated  to  the defined 
benefit unfunded liability.  Effective July 1, 2017, employer contributions of 9.53 percent are placed in the 
investment accounts and the remaining 4.47 percent of the 14 percent employer rate is allocated to the 
defined benefit unfunded  liability. A member  is eligible  to  receive a  retirement benefit at age 50 and 
termination of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum 
withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
In the Combined Plan, member contributions are allocated among investment choices by the member, 
and employer contributions are used to fund a defined benefit payment. A member’s defined benefit is 
determined by multiplying one percent of the member’s final average salary by the member’s years of 
service credit. The defined benefit portion of the Combined Plan payment is payable to a member on or 
after age 60 with five years of service. The DC portion of the account may be taken as a  lump sum or 
converted to a lifetime monthly annuity at age 50 and termination of employment. 
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another  STRS plan.    The optional  annuitization of  a member’s defined  contribution account or  the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of  investment gain or  loss on the account.   STRS has therefore  included all three plan 
options as one defined benefit plan for GASB 68 reporting purposes. 
 
Plan Description ‐ State Teachers Retirement System (STRS) – continued  
 
A DB or Combined Plan member with  five or more years of credited service who  is determined to be 
disabled  may  qualify  for  a  disability  benefit.    Eligible  survivors  of  members  who  die  before  service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance.  
 
Funding  Policy  –  Employer  and  member  contribution  rates  are  established  by  the  State  Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30,  2019,  plan members were  required  to  contribute  14  percent  of  their  annual  covered  salary.  The 
Academy was  required  to  contribute 14 percent;  the entire 14 percent was  the portion used  to  fund 
pension obligations.  The fiscal year 2019 contribution rates were equal to the statutory maximum rates. 

 
The Academy’s contractually required contribution to STRS was $309,406 for fiscal year 2019. 
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
 
The net pension liability was measured as of June 30, 2018, and the total pension liability used to calculate 
the  net  pension  liability  was  determined  by  an  independent  actuarial  valuation  as  of  that  date.  The 
Academy's employer allocation percentage of the net pension liability was based on the employer’s share 
of  employer  contributions  in  the  pension  plan  relative  to  the  total  employer  contributions  of  all 
participating  employers.  Following  is  information  related  to  the  proportionate  share  and  pension 
expense: 
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 

 
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual  investment earnings, differences between expected and 
actual  actuarial  experience,  changes  in  assumptions  and  changes  in  the Academy’s  proportion of  the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods. The difference between projected and actual investment  
earnings is recognized in pension expense using a straight line method over a five year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight line method. Employer 
contributions to the pension plan subsequent to the measurement date are also required to be reported 
as a deferred outflow of resources.  
 
At June 30, 2019 the Academy reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  

 
 
 
 
 
 
 
        This space intentionally left blank. 
 
 
 
 
 
 
 

SERS STRS Total

Proportion of the Net Pension Liability

  Prior Measurement Date 0.00975450% 0.01491839%

Proportion of the Net Pension Liability

  Current Measurement Date 0.01028260% 0.01587339%

Change in Proportionate Share 0.00052810% 0.00095500%

Proportionate Share of the Net Pension

  Liability 588,903               3,490,203            4,079,106            

Pension Expense 119,725               486,915               606,640               

Attachment 26: Audited Financial Statements Page 2320



CORNERSTONE ACADEMY ‐ FRANKLIN COUNTY, OHIO   
 

NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2019 

29 
 

 
NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 

 
 
$364,269  reported  as  deferred  outflows  of  resources  related  to  pension  resulting  from  Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2020.   
 
 
 
 
 
 
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 32,296                 80,563                 112,859               

Changes of assumptions 13,300                 618,529               631,829               

Net difference between projected and

  actual earnings on pension plan investments -                       -                       -                       

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 68,873                 378,044               446,917               

Academy contributions subsequent to the 

  measurement date 54,863                 309,406               364,269               

Total Deferred Outflows of Resources 169,332               1,386,542            1,555,874            

-                       -                       

Deferred Inflows of Resources

Differences between expected and

  actual experience -                       22,793                 22,793                 

Changes of assumptions -                       -                       -                       

Net difference between projected and

  actual earnings on pension plan investments 16,316                 211,643               227,959               

Changes in proportion and differences

    between contributions and proportionate

    share of contributions -                       -                       -                       

Total Deferred Inflows of Resources 16,316                 234,436               250,752               
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Other amounts reported as deferred outflows of resources and deferred inflows of resources related to 
pension will be recognized in pension expense as follows:  
 

 
Actuarial Assumptions ‐ SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67, 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment terminations).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits  for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and  the historical pattern of  sharing benefit  costs between  the employers and plan 
members  to  that point.  The projection of benefits  for  financial  reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long‐term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the  benefits,  if  any,  paid  to  the  employee  after  termination  of  employment  until  the  death  of  the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
 
 
 
 
 
 

SERS STRS Total

Fiscal Year Ending June 30:

2020 91,765                 457,716                549,481               

2021 30,719                 299,316                330,035               

2022 (19,326)                95,386                  76,060                 

2023 (5,005)                  (9,718)                   (14,723)                

-                       

-                                             -                       

Total 98,153                 842,700                940,853               
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – SERS – continued  
 
Key  methods  and  assumptions  used  in  calculating  the  total  pension  liability  in  the  latest  actuarial 
valuation, prepared as of June 30, 2018, are presented below: 
 

 
 
For post‐retirement mortality, the table used in evaluating allowances to be paid is the RP‐2014 Blue Collar 
Mortality Table with fully generational projection and Scale BB, with 120 percent of male rates and 110 
percent of female rates used. The RP‐2000 Disabled Mortality Table with 90 percent for male rates and 
100 percent for female rates set back five years is used for the period after disability retirement.  
 
The  long‐term  return  expectation  for  the  Pension  Plan  Investments  has  been  determined  by  using  a 
building‐block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A  forecasted  rate  of  inflation  serves  as  the  baseline  for  the  return  expectation.    Various  real  return 
premiums over  the baseline  inflation  rate have been established  for  each asset  class.    The  long‐term 
expected nominal rate of return has been determined by calculating an arithmetic weighted average of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the expected return from rebalancing uncorrelated asset classes. The asset allocation, as used in the June 
30, 2015 five‐year experience study, is summarized as follows: 
 

 
 
 
 
 
 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)
COLA or Ad Hoc COLA 2.50 percent, on and after April 1, 2018, COLA's for future retirees 

will be delayed for three years following commencement

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Discount Rate Total pension liability was calculated using the discount rate of 7.50 percent. The projection 
of  cash  flows  used  to  determine  the  discount  rate  assumed  that  employers  would  contribute  the 
actuarially  determined  contribution  rate  of  projected  compensation  over  the  remaining  26‐year 
amortization  period  of  the  unfunded  actuarial  accrued  liability.  Projected  inflows  from  investment 
earnings were calculated using the long‐term assumed investment rate of return (7.50 percent). Based on 
those  assumptions,  the  plan’s  fiduciary  net  position was  projected  to  be  available  to make  all  future 
benefit payments of current plan members. Therefore, the long‐term expected rate of return on pension 
plan investments was applied to all periods of projected benefits to determine the total pension liability.  
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the  following table presents  the Academy’s proportionate share of  the net pension  liability calculated 
using the discount rate of 7.50 percent, as well as what the Academy’s net pension liability would be if it 
were calculated using a discount rate that is one percentage point lower (6.50 percent), or one percentage 
point higher (8.50 percent) than the current rate. 

  
Actuarial Assumptions ‐ STRS 
 
The  total  pension  liability  in  the  July  1,  2018  actuarial  valuation was  determined  using  the  following 
actuarial assumptions, applied to all periods included in the measurement:  
 

 
 
Post‐retirement mortality rates are based on RP‐2014 Annuitant Mortality Table with 50 percent of rates 
through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 and 
84, and 100 percent of rates thereafter, projected forward generationally using mortality improvement 
scale MP‐2016; pre‐retirement mortality rates are based on RP‐2014 Employee Mortality Table, projected 
forward generationally using mortality improvement scale MP‐2016. 
 
The actuarial assumptions used in the July 1, 2018 valuation, were adopted by the board from the results 
of an actuarial experience study for July 1, 2011, through June 30, 2016. 
 
 
 
 

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

Academy's proportionate share

  of the net pension liability $829,515 $588,903 $387,167

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Projected Payroll Growth 3.00 percent
Cost-of-Living Adjustments 0.00 percent
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – STRS – continued  
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.  Over  a  30‐year  period,  STRS’  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2018. The projection of cash flows used to determine the discount rate assumes that employer and 
member contributions will be made at statutory contribution rates of 14 percent each. For this purpose, 
only  employer  contributions  that  are  intended  to  fund  benefits  of  current  plan  members  and  their 
beneficiaries are included. Based on those assumptions, STRS’ fiduciary net position was projected to be 
available to make all projected future benefit payments to current plan members as of June 30, 2018. 
Therefore, the long‐term expected rate of return on pension plan investments of 7.45 percent was applied 
to all periods of projected benefit payments to determine the total pension liability as of June 30, 2018. 
 
 
 
 
 
 
 
 
 
 
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the Academy's proportionate share of the net pension liability as of 
June 30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as 
what the Academy's proportionate share of the net pension liability would be if it were calculated using a 
discount  rate  that  is  one‐percentage‐point  lower  (6.45 percent)  or  one‐percentage‐point  higher  (8.45 
percent) than the current assumption:  

  
 
 
NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS 
 
Net OPEB Asset/Liability 

 
The net OPEB asset/liability reported on the statement of net position represents an asset or liability to 
employees  for  OPEB.  OPEB  is  a  component  of  exchange  transactions‐–between  an  employer  and  its 
employees—of salaries and benefits for employee services.   OPEB are provided to an employee—on a 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services  each  financial  period.    The  obligation  to  sacrifice  resources  for  OPEB  is  a  present  obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net OPEB asset/liability represents the Academy’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB asset/liability calculation is dependent on critical long‐
term  variables,  including  estimated  average  life  expectancies,  earnings  on  investments,  cost  of  living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting these estimates annually.   

 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which OPEB are financed; however, the Academy 
does receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the asset/liability is solely that of the employer, because they benefit from employee 
services.   OPEB contributions come from these employers and health care plan enrollees, which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio Revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
to benefits or funding could significantly affect the net OPEB asset/liability. Resulting adjustments to the 
net OPEB asset/liability would be  effective when  the  changes  are  legally  enforceable.  The  retirement 
systems may allocate a portion of the employer contributions to provide for these OPEB benefits. 

 

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share

  of the net pension liability $5,096,981 $3,490,203 $2,130,282
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net OPEB asset/ 
liability on the accrual basis of accounting.  Any liability for the contractually‐required OPEB contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   

 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Health Care Plan Description ‐ The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non‐certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a 
cost‐sharing  other  postemployment  benefit  (OPEB)  plan.    SERS’ Health Care  Plan provides  healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the  death  of  a  member  or  retiree,  are  eligible  for  SERS’  health  care  coverage.  Most  retirees  and 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self‐insured preferred provider 
organization  for  its  non‐Medicare  retiree  population.  For  both  groups,  SERS  offers  a  self‐insured 
prescription drug program. Health care  is a benefit  that  is permitted, not mandated, by  statute.    The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the 
plan selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding  Policy  ‐  State  statute  permits  SERS  to  fund  the  health  care  benefits  through  employer 
contributions.    Each  year,  after  the  allocation  for  statutorily  required  pensions  and  benefits,  the 
Retirement Board may allocate  the  remainder of  the employer  contribution of 14 percent of  covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2019, 0.5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro‐rated if 
less than a full year of service credit was earned. For fiscal year 2019, this amount was $21,600. Statutes 
provide that no employer shall pay a health care surcharge greater than 2.0 percent of that employer’s 
SERS‐covered payroll; nor may SERS collect  in aggregate more than 1.5 percent of  the  total statewide 
SERS‐covered  payroll  for  the  health  care  surcharge.    For  fiscal  year  2019,  the  Academy’s  surcharge 
obligation was $7,332.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The Academy’s contractually required contribution to SERS was 
$9,364 for fiscal year 2019.     
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost‐sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part 
B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the 
report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227‐7877. 
 
Funding  Policy  –  Ohio  Revised  Code  Chapter  3307  authorizes  STRS  to  offer  the  Plan  and  gives  the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed 
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees,  for  the most  recent  year,  pay  a  portion  of  the  health  care  costs  in  the  form of  a monthly 
premium.  Under Ohio law, funding for post‐employment health care may be deducted from employer 
contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2019, STRS did 
not allocate any employer contributions to post‐employment health care.   
 
OPEB Assets/Liabilities, OPEB Expense, and Deferred Outflows/Inflows of Resources Related to OPEB  
 
The net OPEB asset/liability was measured as of June 30, 2018, and the total OPEB asset/liability used to 
calculate  the  net  OPEB  asset/liability  was  determined  by  an  actuarial  valuation  as  of  that  date.  The 
Academy's proportion of the net OPEB asset/liability was based on the Academy's share of contributions 
to the respective retirement systems relative to the contributions of all participating entities.  Following 
is information related to the proportionate share and OPEB expense: 

 

 
 
 
 
 
 
 
 

SERS STRS Total

Proportion of the Net OPEB Liability

  Prior Measurement Date 0.00993900% 0.01491839%

Proportion of the Net OPEB Liability/asset

  Current Measurement Date 0.01054800% 0.01587339%

Change in Proportionate Share 0.00060900% 0.00095500%

Proportionate Share of the Net OPEB

  Liability/(asset) 292,630               (255,070)              37,560                 

OPEB Expense 22,723                 (542,459)              (519,736)              
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
At June 30, 2019, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  

 
 
 
 
 
 
 
 
 
 
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 4,777$                 29,792$               34,569$               

Changes of assumptions -                       -                       -                       

Net difference between projected and

  actual earnings on OPEB plan investments -                       -                       -                       

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 32,328                 59,567                 91,895                 

Academy contributions subsequent to the 

  measurement date 9,364                   -                       9,364                   

Total Deferred Outflows of Resources 46,469$               89,359$               135,828$             

-                       -                       

Deferred Inflows of Resources

Differences between expected and

  actual experience -$                     14,861$               14,861$               

Changes of assumptions 26,291                 347,552               373,843               

Net difference between projected and

  actual earnings on OPEB plan investments 438                      29,139                 29,577                 

Changes in proportion and differences

    between contributions and proportionate

    share of contributions -                       -                       -                       

Total Deferred Inflows of Resources 26,729$               391,552$             418,281$             

Attachment 26: Audited Financial Statements Page 2329



CORNERSTONE ACADEMY ‐ FRANKLIN COUNTY, OHIO   
 

NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2019 

38 
 

 
NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
$9,364 reported as deferred outflows of resources related to OPEB resulting from Academy contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending  June 30, 2020.   Other amounts  reported as deferred outflows of  resources and deferred 
inflows of resources related to OPEB will be recognized in OPEB expense as follows:  

 
Actuarial Assumptions ‐ SERS 
 
The  total  OPEB  liability  was  determined  by  an  actuarial  valuation  as  of  June  30,  2018.  The  actuarial 
assumptions used in the valuation are based on results from the most recent actuarial experience study, 
which covered the five‐year period ending June 30, 2015. The experience study report is dated April 2016. 
The total OPEB liability used the following assumptions and other inputs: 
 

 
 
Mortality rates were based on the RP‐2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of  female rates. RP‐2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The long‐term expected rate of return on plan factors are considered in evaluating the long‐term rate of 
return assumption including long‐term historical data, estimates inherent in current market data, and a  
 

SERS STRS Total

Fiscal Year Ending June 30:

2020 1,434                          (53,990)                       (52,556)                       

2021 1,579                          (53,990)                       (52,411)                       

2022 2,041                          (53,989)                       (51,948)                       

2023 2,229                          (47,370)                       (45,141)                       

2024 2,197                          (45,049)                       (42,852)                       

Thereafter 896                             (47,805)                       (46,909)                       

Total 10,376                        (302,193)                     (291,817)                     

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Municipal Bond Index Rate

Measurement Date 3.62 percent
Prior Measurement Date 3.56 percent

Single Equivalent Interest Rate
Measurement Date 3.70 percent, net of plan investment expense, including price inflation
Prior Measurement Date 3.63 percent, net of plan investment expense, including price inflation

Health Care Cost Trend Rate
Medicare 5.375 percent - 4.75 percent
Pre-Medicare 7.25 percent - 4.75 percent
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – SERS – continued  
 
long‐normal distribution analysis  in which best‐estimate ranges of expected future real rates of return 
were developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long‐term expected rate of return, 7.50 percent, by weighting the expected future real rates 
of return by the target asset allocation percentage and then adding expected inflation. The capital market 
assumptions developed by the investment consultant are intended for use over a 10‐year horizon and 
may not be useful in setting the long‐term rate of return for funding pension plans which covers a longer 
timeframe.  The assumption  is  intended  to be  a  long‐term assumption and  is  not  expected  to  change 
absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental 
change in the market that alters expected returns in future years. 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 
as used in the June 30, 2015 five‐year experience study, are summarized as follows: 
 

 
 

Discount  Rate  The  discount  rate  used  to measure  the  total  OPEB  liability  at  June  30,  2018 was  3.70 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2018 was 3.63 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be made 
from members and the System at the contribution rate of 2.00 percent of projected covered payroll each 
year, which includes a 1.50 percent payroll surcharge and 0.50 percent of contributions from the basic 
benefits  plan.  Based  on  these  assumptions,  the  OPEB  plan’s  fiduciary  net  position  was  projected  to 
become  insufficient  to  make  future  benefit  payments  during  the  fiscal  year  ending  June  30,  2026. 
Therefore,  the  long‐term expected  rate of  return on OPEB plan assets was used  to present  value  the 
projected  benefit  payments  through  the  fiscal  year  ending  June  30,  2025  and  the  Fidelity  General 
Obligation 20‐year Municipal Bond Index rate of 3.62 percent, as of June 30, 2018 (i.e., municipal bond 
rate), was used to present value the projected benefit payments for the remaining years in the projection. 
The total present value of projected benefit payments  from all  years was then used to determine the 
single rate of return that was used as the discount rate. The projection of future benefit payments for all 
current plan members was until the benefit payments ran out. 
 
 
 

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – SERS – continued  
 
Sensitivity of the Academy's Proportionate Share of the Net OPEB Liability to Changes in the Discount 
Rate and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in 
the discount rate and the health care cost trend rate. The following table presents the net OPEB liability 
and what the net OPEB liability would be if it were calculated using a discount rate that is one percentage 
point lower (2.70 percent) and higher (4.70 percent) than the current discount rate (3.70 percent). Also 
shown is what the net OPEB liability would be based on health care cost trend rates that are one percent 
lower (6.25 percent decreasing to 3.75 percent) and one percent higher (8.25 percent decreasing to 5.75 
percent) than the current rate.  

   

 
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2018, actuarial valuation are presented below:   

 

 
 

Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 
For  healthy  retirees  the mortality  rates  are  based  on  the  RP‐2014 Annuitant Mortality  Table with  50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between 
ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality 
improvement scale MP‐2016. For disabled retirees, mortality rates are based on the RP‐2014 Disabled 
Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected forward 
generationally using mortality improvement scale MP‐2016. 

Current

1% Decrease Discount Rate 1% Increase

(2.70%) (3.70%) (4.70%)

Academy's proportionate share

  of the net OPEB liability $355,084 $292,630 $243,179

Current

1% Decrease Trend Rate 1% Increase

(6.25 % decreasing (7.25 % decreasing (8.25 % decreasing

to 3.75%) to 4.75%) to 5.75%)

Academy's proportionate share

  of the net OPEB liability $236,099 $292,630 $367,488

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Health Care Cost Trend Rates -5.23 percent to 9.62 percent, initial, 4.00 percent ultimate
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – STRS – continued  
 
Actuarial  assumptions  used  in  the  June  30,  2018,  valuation  are  based  on  the  results  of  an  actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  

 
*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.    Over  a  30‐year  period,  STRS'  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total OPEB asset/liability was 7.45 percent as of 
June 30, 2018. The projection of cash flows used to determine the discount rate assumed STRS continues 
to allocate no employer contributions to the health care fund. Based on those assumptions, the OPEB 
plan’s fiduciary net position was projected to be available to make all projected future benefit payments 
to current plan members as of June 30, 2018. Therefore, the long‐term expected rate of return on health 
care  plan  investments  of  7.45  percent  was  applied  to  all  periods  of  projected  benefit  payments  to 
determine the total OPEB liability as of June 30, 2018.  
 
Sensitivity  of  the Academy’s  Proportionate  Share of  the Net OPEB Asset/Liability  to  Changes  in  the 
Discount and Health Care Cost Trend Rate The following table represents the net OPEB asset/liability as 
of June 30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as 
what the net OPEB asset/liability would be if it were calculated using a discount rate that is one percentage 
point lower (6.45 percent) or one percentage point higher (8.45 percent) than the current assumption. 
Also shown is the net OPEB liability as of June 30, 2018, calculated using health care cost trend rates that 
are one percentage point lower or one percentage point higher than the current health care cost trend 
rates. 
 
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – STRS – continued  
 

 

   
 
NOTE 11 ‐ CONTINGENCIES 
 
Grants ‐ The Academy received financial assistance from federal and state agencies in the form of grants.  
The disbursement of funds received under these programs generally requires compliance with terms and 
conditions  specified  in  the  grant  agreements  and  are  subject  to  audit  by  the  grantor  agencies.    Any 
disallowed claims resulting from such audits could become a liability of the Academy.  However, in the 
opinion of management, any such disallowed claims will not have a material adverse effect on the overall 
financial position of the Academy at June 30, 2019. 
 
Litigation ‐ There are currently no matters in litigation with the Academy as defendant. 

 
Full‐Time Equivalency ‐ Academy foundation funding is based on the annualized full‐time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for  Foundation  funding  purposes.   Community  schools  must  provide  documentation  that  clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  

 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation  funding  due  to  a  lack  of  evidence  to  support  student  participation  and  other matters  of 
noncompliance. ODE did not perform such a review on the Academy for fiscal year 2019. 
 
 

 
 
 
 
 
 

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share

  of the net OPEB asset $218,618 $255,070 $285,705

Current

1% Decrease Trend Rate 1% Increase

Academy's proportionate share

  of the net OPEB asset $283,975 $255,070 $225,713
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NOTE 11 – CONTINGENCIES (continued) 
 
As of the date of this report, all ODE adjustments have been completed. 
 
In addition, the School’s contract with their Sponsor and management company require payment based 
on revenues received from the State.  As discussed above, all ODE adjustments through fiscal year 2019 
have been completed. A reconciliation between payments previously made and the FTE adjustments has 
taken place with these contracts. 
 

NOTE 12 – BUILDING LEASE 
 
In  September  2008,  the  Academy  entered  into  a  lease  agreement  with  Mosaica  Columbus  LLC,  an 
affiliated company of Mosaica Education, Inc. for the use of a Academy facility located at 6015 East Walnut 
Street, Westerville, OH. In July 2012, the Academy purchased the building from Mosaica Education, Inc. 
Pursuant to this transaction, the lease agreement between the Academy and Mosaica Education, Inc. was 
terminated.  
 
In accordance with the bond transaction (see Note 6), the Academy entered into a lease agreement with 
Columbus–Franklin County Finance Authority dated July 1, 2016. The purpose of this lease was to facilitate 
the bond financing. The rent payments pursuant to this lease will be applied to the debt service of the 
bonds. The lease is subject to annual renewal at the option of the Academy and has successive one‐year 
terms for a total of 30 years. 

 
NOTE 13 ‐ SPONSOR 
 
The Academy was approved  for operation under a  contract  renewal with St. Aloysius Orphanage  (the 
Sponsor)  for a period of  five academic years commencing  June 30, 2016. As part of  this  contract,  the 
Sponsor is entitled to a maximum of 3% of the foundation funds received by the Academy from the state. 
Total amount due and paid for year ended June 30, 2019 was $172,752. 
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NOTE 14 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES 
 
The Academy entered into an agreement with Accel Schools, a management company, to provide legal, 
financial, and other management support services for fiscal year 2019. The agreement was for a period of 
five  years  beginning  July  1,  2016. Management  fees  are  calculated  as  12.5%  of  the  Academy’s  State 
Revenue, plus $20,000 for managing Federal Funds. The total amount due from the Academy for the fiscal 
year ending June 30, 2019 was $742,258 and is included under “Purchased Services” on the Statement of 
Revenues, Expenses and Changes in Net Position. 
 
Also, per the management agreement, there are expenses that were billed to the Academy based on the 
actual  costs  incurred  by  Accel  Schools.    These  include  the  costs  of  providing  education  and  other 
administrative services to the Schools, as well as interest expense. The total amount billed to the Academy 
inclusive of management fees during the year was $2,802,405. 
 
The following table is a summary of the management company expenses during fiscal year 2019: 
 

 
 
Accel Schools charges expenses benefiting more than one Academy (i.e. overhead) are pro‐rated based 
on full time equivalent (FTE) head count as of June 30, 2019 by each Academy it manages.  
 

 Cornerstone Academy 

 Regular Instruction
(1100 Function Codes) 

 Special Instruction
(1200 Function Codes) 

 Support Services
(2000 Function Codes) 

 Total 

                                1,100                                 1,200                                 2,000 
Direct Expenses: 
Salaries & Wages (100 Object Codes) 1,817,001                        182,995                           459,890                           2,459,886          
Employees’ Benefits (200 Object Codes) 413,263                           16,939                             68,998                             499,199             
Professional & Technical Services (410 Object Codes) 29,718                             29,718               
Supplies (510 Object Codes) 24,506                             6,854                               31,360               
Other Direct Costs (All Other Object Codes) 9,548                               9,548                 
Total Direct Expenses 2,264,318                        199,934                           565,459                           3,029,711          
  
Indirect Expenses:  
Overhead 679,145                           679,145             
  
Total Expenses 2,264,318                        199,934                           1,244,604                        3,708,857          
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NOTE 15 – IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES  
 
For  the  fiscal  year  ended  June  30,  2019,  the  Academy  has  implemented  Governmental  Accounting 
Standards Board (GASB) Statement No. 83, Certain Asset Retirement Obligations and GASB Statement No. 
88, Certain Disclosures Related to Debt, including Direct Borrowings and Direct Placements. 
 
GASB Statement No. 83 establishes criteria for determining the timing and pattern of recognition of a 
liability  and  a  corresponding  deferred  outflow  of  resources  for  asset  retirement  obligations.  The 
implementation of GASB  Statement No.  83 did not have an effect  on  the  financial  statements of  the 
Academy. 
 
GASB Statement No. 88 establishes additional financial statement note disclosure requirements related 
to debt obligations of governments,  including direct borrowings and direct placements. These changes 
were incorporated in the School’s fiscal year 2019 financial statements; however, there was no effect on 
beginning net position. 

 

Attachment 26: Audited Financial Statements Page 2337



CORNERSTONE ACADEMY ‐ FRANKLIN COUNTY, OHIO 
 

46 
 

 

2019 2018 2017 2016 2015 2014
Academy's Proportion of the Net Pension

Liability 0.0102826% 0.0097545% 0.0086012% 0.0073924% 0.000576% 0.000576%

Academy's Proportionate Share of the Net
Pension Liability 588,903$        582,809$        629,528$        421,818$        291,460$        342,469$        

Academy's Covered Payroll 363,422$        294,543$        314,771$        22,253$          169,026$        245,520$        

Academy's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 162.04% 197.87% 200.00% 1895.52% 172.44% 139.49%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 71.36% 69.50% 62.98% 69.16% 71.70% 65.52%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net Pension Liability

School Employees Retirement System of Ohio
Last Six Fiscal Years (1)
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2019 2018 2017 2016 2015 2014
Academy's Proportion of the Net Pension

Liability 0.01587339% 0.01491839% 0.01424989% 0.01374776% 0.01269290% 0.01269290%

Academy's Proportionate Share of the Net
Pension Liability 3,490,203$        3,543,896$        4,769,868$        3,799,479$        3,087,353$        3,677,634$        

Academy's Covered Payroll 1,804,536$        1,640,093$        1,514,186$        1,434,350$        1,396,623$        1,090,185$        

Academy's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 193.41% 216.08% 315.01% 264.89% 221.06% 337.34%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 77.31% 75.29% 66.80% 72.10% 74.70% 69.30%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net Pension Liability

State Teachers Retirement System of Ohio
Last Six Fiscal Years (1)
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2019 2018 2017 2016 2015 2014 2013 2012 2011 2010

Contractually Required Contribution 54,863$          49,062$          41,236$          44,068$          2,933$            23,427$          33,980$          31,680$          31,680$          27,018$          

Contributions in Relation to the 
Contractually Required Contribution (54,863)           (49,062)           (41,236)           (44,068)           (2,933)            (23,427)           (33,980)           (31,680)           (31,680)           (27,018)           

Contribution Deficiency (Excess) -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 

Academy Covered Payroll 406,393$        363,422$        294,543$        314,771$        22,253$          169,026$        245,520$        235,539$        252,029$        199,542$        

Contributions as a Percentage of
Covered Payroll 13.50% 13.50% 14.00% 14.00% 13.18% 13.86% 13.84% 13.45% 12.57% 13.54%

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - Pension
School Employees Retirement System of Ohio

Last Ten Fiscal Years 
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2019 2018 2017 2016 2015 2014 2013 2012 2011 2010

Contractually Required Contribution 309,406$          252,635$          229,613$          211,986$          200,809$          181,561$          141,724$          128,848$          114,573$          85,366$            

Contributions in Relation to the 
Contractually Required Contribution (309,406)           (252,635)           (229,613)           (211,986)           (200,809)           (181,561)           (141,724)           (128,848)           (114,573)           (85,366)            

Contribution Deficiency (Excess) -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 

Academy Covered Payroll 2,210,043$        1,804,536$        1,640,093$        1,514,186$        1,434,350$        1,396,623$        1,090,185$        991,138$          881,331$          656,662$          

Contributions as a Percentage of
Covered Payroll 14.00% 14.00% 14.00% 14.00% 14.00% 13.00% 13.00% 13.00% 13.00% 13.00%

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - Pension

State Teachers Retirement System of Ohio
Last Ten Fiscal Years 
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2019 2018 2017
Academy's Proportion of the Net OPEB

Liability 0.0105480% 0.0099390% 0.0087350%

Academy's Proportionate Share of the Net
OPEB Liability 292,630$        266,737$        248,981$        

Academy's Covered Payroll 363,422$        294,543$        314,771$        

Academy's Proportionate Share of the Net
OPEB Liability as a Percentage
of its Covered Payroll 80.52% 90.56% 79.10%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability 13.57% 12.46% 11.49%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net OPEB Liability

School Employees Retirement System of Ohio
Last Three Fiscal Years (1)
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2019 2018 2017
Academy's Proportion of the Net OPEB

Liability/Asset 0.01587339% 0.01491839% 0.01424989%

Academy's Proportionate Share of the Net
OPEB Liability/(Asset) (255,070)$         582,061$          762,088$          

Academy's Covered Payroll 1,804,536$        1,640,093$        1,514,186$        

Academy's Proportionate Share of the Net
OPEB Liability/Asset as a Percentage
of its Covered Payroll -14.13% 35.49% 50.33%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability/Asset 176.00% 47.11% 37.30%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net OPEB Asset/Liability

State Teachers Retirement System of Ohio
Last Three Fiscal Years (1)
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2019 2018 2017 2016 2015 2014 2013 2012 2011 2010

Contractually Required Contribution (1) 9,364$            8,032$            6,462$            4,500$            182$          1,272$            1,979$            1,374$            3,236$            1,060$            

Contributions in Relation to the 
Contractually Required Contribution (9,364)            (8,032)            (6,462)            (4,500)            (182)          (1,272)            (1,979)            (1,374)            (3,236)            (1,060)            

Contribution Deficiency (Excess) -                 -                 -                 -                 -            -                 -                 -                 -                 -                 

Academy Covered Payroll 406,393$        363,422$        294,543$        314,771$        22,253$      169,026$        245,520$        235,539$        252,029$        199,542$        

OPEB Contributions as a Percentage of
Covered Payroll (1) 2.30% 2.21% 2.19% 1.43% 0.82% 0.75% 0.81% 0.58% 1.28% 0.53%

(1) Includes Surcharge

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - OPEB

School Employees Retirement System of Ohio
Last Ten Fiscal Years 
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2019 2018 2017 2016 2015 2014 2013 2012 2011 2010

Contractually Required Contribution -$                     -$                     -$                 -$                 -$                 13,966$            10,902$            9,911$              8,813$              6,567$              

Contributions in Relation to the 
Contractually Required Contribution -                      -                      -                  -                  -                  (13,966)            (10,902)             (9,911)              (8,813)              (6,567)              

Contribution Deficiency (Excess) -$                     -$                     -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 

Academy Covered Payroll 2,210,043$            1,804,536$            1,640,093$        1,514,186$        1,434,350$        1,396,623$        1,090,185$        991,138$          881,331$          656,662$          

Contributions as a Percentage of
Covered Payroll 0.00% 0.00% 0.00% 0.00% 0.00% 1.00% 1.00% 1.00% 1.00% 1.00%

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - OPEB
State Teachers Retirement System of Ohio

Last Ten Fiscal Years 
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NOTE 1 ‐ NET PENSION LIABILITY 
 
Changes in Assumptions ‐ SERS 
 
For fiscal year 2017, the SERS Board adopted the following assumption changes: 

 Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent 

 Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent 

 Assumed real wage growth was reduced from 0.75 percent to 0.50 percent 

 Rates of withdrawal, retirement and disability were updated to reflect recent experience. 

 Mortality among active members was updated to RP‐2014 Blue Collar Mortality Table with fully 
generational projection and a five year age set‐back for both males and females. 

 Mortality among service retired members, and beneficiaries was updated to RP‐2014 Blue Collar 
Mortality Table with fully generational projection with Scale BB, 120 percent of male rates, and 
110 percent of female rates. 

 Mortality among disabled members was updated to RP‐2000 Disabled Mortality Table, 90 percent 
for male rates and 100 percent for female rates, set back five years is used for the period after 
disability retirement.   

 
Changes in Benefit Terms – SERS 
 
For fiscal year 2018, the cost‐of‐living adjustment was changed from a fixed 3.00 percent to a cost‐of‐
living adjustment  that  is  indexed  to CPI‐W not greater  than 2.50 percent with a  floor of  zero percent 
beginning January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has 
enacted a three‐year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the Retirement Board approved several changes to the actuarial assumptions in 2017. 
The  long  term  expected  rate  of  return was  reduced  from  7.75  percent  to  7.45  percent,  the  inflation 
assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered 
to 3.00 percent, and total salary increases rate was lowered by decreasing the merit component of the 
individual salary increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy 
and  disabled mortality  assumptions were  updated  to  the  RP‐2014 mortality  tables with  generational 
improvement  scale MP‐2016. Rates of  retirement,  termination and disability were modified  to better 
reflect anticipated future experience. 
 
Changes in Benefit Terms ‐ STRS 
 
For fiscal year 2018, the cost‐of‐living adjustment (COLA) was reduced to zero.  
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NOTE 2 ‐ NET OPEB LIABILITY 
 
Changes in Assumptions – SERS 
 
Amounts  reported  for  fiscal  year  2019  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 3.56 percent to 3.62 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased from 3.63 percent to 3.70 percent. The health care cost trend assumptions changed as follows:  
 
Pre‐Medicare 
   Fiscal year 2018   7.50 percent initially, decreasing to 4.00 percent 
Fiscal year 2019 7.25 percent initially, decreasing to 4.75 percent 
Medicare 
  Fiscal year 2018   5.50 percent initially, decreasing to 5.00 percent 
 
Fiscal year 2019 5.375 percent initially, decreasing to 4.75 percent 
 
Amounts  reported  for  fiscal  year  2018  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 2.92 percent to 3.56 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased from 2.98 percent to 3.63 percent. 
 
Changes in Benefit Terms – SERS 
 
There have been no changes to the benefit provisions. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2019, the discount rate was increased from the blended rate of 4.13 percent to the long‐
term expected rate of return of 7.45 percent. Valuation year per capita health care costs were updated. 
Health care cost trend rates ranged from 6.00 percent to 11 percent initially and a 4.50 percent ultimate 
rate for fiscal year 2018 and changed for fiscal year 2019 to a range of  ‐5.20 percent to 9.60 percent, 
initially and a 4.00 ultimate rate. 
 
For fiscal year 2018, the blended discount rate was increased from 3.26 percent to 4.13 percent. Valuation 
year per capita health care costs were updated, and the salary scale was modified. The percentage of 
future retirees electing each option was updated based on current data and the percentage of  future 
disabled  retirees  and  terminated  vested  participants  electing  health  coverage  were  decreased.  The 
assumed  mortality,  disability,  retirement,  withdrawal  and  future  health  care  cost  trend  rates  were 
modified along with the portion of rebated prescription drug costs. 
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NOTE 2 ‐ NET OPEB LIABILITY (Continued) 
 
Changes in Benefit Terms – STRS 
 
For fiscal year 2019, the subsidy multiplier for non‐Medicare benefit recipients was increased from 1.9 
percent to 1.944 percent per year of service effective January 1, 2019. The non‐Medicare frozen subsidy 
base  premium  was  increased  effective  January  1,  2019  and  all  remaining Medicare  Part  B  premium 
reimbursements will be discontinued beginning January 1, 2020. 
 
For  fiscal  year 2018,  the  subsidy multiplier  for non‐Medicare benefit  recipients was  reduced  from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. This was subsequently extended, see above paragraph.  
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December 22, 2019 
 
To the Board of Trustees 
Cornerstone Academy 
Franklin County, Ohio 
6025 East Walnut Street 
Westerville, Ohio  43081 

 
INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 

AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

 
We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the Cornerstone Academy, Franklin County, 
Ohio (the “Academy”) as of and for the year ended June 30, 2019, and the related notes to the financial 
statements, which collectively comprise the Academy’s basic financial statements, and have issued our report 
thereon dated December 22, 2019. 
 
Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the Academy’s internal control 
over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of the Academy’s internal control.  Accordingly, we do not express an 
opinion on the effectiveness of the Academy’s internal control. 

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

Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified. 
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Compliance and Other Matters 

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

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the Academy’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Governmental Auditing 
Standards in considering the Academy’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose.  

 
Cambridge, Ohio 
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January 24, 2019  

 

 

The attached audit report was completed and prepared for release prior to the commencement of 
my term of office on January 14, 2019.  Reports completed prior to that date contain the signature 
of my predecessor.    

 

 
Keith Faber 
Auditor of State 
Columbus, Ohio 
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December 28, 2018

To the Board of Trustees
Cornerstone Academy
Franklin County, Ohio
6025 East Walnut Street
Westerville, Ohio 43081

INDEPENDENT AUDITOR'S REPORT

Report on the Financial Statements

We have audited the accompanying financial statements of the Cornerstone Academy, Franklin County, 
Ohio, (the “Academy”) as of and for the year ended June 30, 2018, and the related notes to the financial 
statements, which collectively comprise the Academy’s basic financial statements as listed in the table of 
contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the Academy’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Academy’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Academy, as of June 30, 2018, and the changes in its financial position and its 
cash flows for the year then ended in accordance with accounting principles generally accepted in the 
United States of America.

Emphasis of a Matter 

As described in Note 15 to the financial statements, the Academy restated the net position balance to 
account for the implementation of Governmental Accounting Standard Board (GASB) Statement No. 75, 
“Accounting and Financial reporting for Postemployment Benefits other than Pensions.” Our opinion is 
not modified with respect to this matter.

The accompanying financial statements have been prepared assuming the Academy will continue as a 
going concern. As disclosed in Note 16 to the financial statements, the Academy has previously suffered 
recurring losses from operations and has a net position deficit of $4,125,498 that raises substantial doubt 
about its ability to continue as a going concern. This deficit net position includes the effect of the net 
pension liability, net OPEB liability and related accruals totaling $3,380,726. Note 16 describes
management’s plan regarding these issues. The financial statements do not include any adjustments that 
might result from the outcome of this uncertainty. Our opinion is not modified with respect to this matter.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the Academy's Proportionate Share of the Net Pension Liability,
Schedule of the Academy’s Contributions-Pension, Schedule of the Academy’s Proportionate Share of the 
Net OPEB Liability, and the Schedule of the Academy’s Contributions - OPEB on pages 5–11, 50-51, 52-
53, 54-55, and 56-57, respectively, be presented to supplement the basic financial statements. Such 
information, although not a part of the basic financial statements, is required by the Governmental 
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the 
basic financial statements in an appropriate operational, economic, or historical context. We have applied 
certain limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion 
or provide any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance. 
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 28, 
2018 on our consideration of the Academy’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness 
of the Academy’s internal control over financial reporting or on compliance. That report is an integral part 
of an audit performed in accordance with Government Auditing Standards in considering the Academy’s 
internal control over financial reporting and compliance.

Cambridge, Ohio
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The discussion and analysis of the Cornerstone Academy’s (the “Academy”) financial performance 
provides an overall review of the Academy’s financial activities for the fiscal year ended June 30, 2018. 
Readers should also review the basic financial statements and notes to enhance their understanding of 
the Academy’s financial performance. 
 
HIGHLIGHTS 
 
The Academy finished its eleventh year of operations since emerging from a temporary voluntary 
suspension of operations during fiscal year 2007 serving Kindergarten through eighth grade. The Academy 
suspended operations during the period October 1, 2006 through June 30, 2007 and resumed operations 
July 1, 2007. Enrollment varied during fiscal year 2018 but ended with 714 students. 
 
Key highlights for fiscal year 2018 are as follows: 
 

• Net position increased $2,486,845 as compared to an increase of $106,150 in fiscal year 2017. 
• Total revenue increased from $5,917,340 in fiscal year 2017 to $6,176,949 in fiscal year 2018. 
• Operating expenses, not including interest decreased from $4,764,023 in fiscal year 2017 to 

$3,032,821 in fiscal year 2018. 
• The Academy implemented GASB 75, which reduced beginning net position as previously 

reported by $1,004,607.  
• A decrease in net pension liability and net OPEB liability substantially decreased purchased 

services compared to fiscal year 2017. See further explanation after Table 1.  
 

OVERVIEW OF FINANCIAL STATEMENTS  
 
The financial report consists of three parts – required supplementary information, the basic financial 
statements, and the notes to the financial statements.  These statements are organized so the reader can 
understand the financial position of the academy. Enterprise accounting uses a flow of economic resource 
measurement focus. With this measurement focus, all assets and all liabilities, deferred inflows/ outflows 
of resources are included on the statement of net position. The statement of net position represents the 
statement of position of the Academy. The statement of revenues, expenses, and changes in net position 
presents increases (e.g., revenues) and decreases (e.g. expenses) in net position. The statement of cash 
flows reflects how the Academy finances and meets its cash flow needs.  Finally, the notes to the basic 
financial statements provide additional information that is essential to a full understanding of the data 
provided on the basic financial statements.  
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE 
 
The Academy is not required to present government-wide financial statements as the Academy is engaged 
in only business-type activities. Therefore, no condensed financial information derived from the 
governmental-wide financial statements is included in the discussion and analysis.   The following table 
represents the Academy’s statement of net position at June 30, 2018 and 2017:     
 

2018 Restated 2017 

Assets:

  Current assets:
    Cash and Cash Equivalents 2,158,481$         1,579,188$              

    Escrow Assets 599,886              396,324                   

    Accounts Receivable 140                     4,346                       

    Intergovernmental Receivable 34,999 45,593

    Prepaid Expense 63,396 40,318

      Total currents assets 2,856,902 2,065,769

Noncurrent assets:
  Capital Assets, net of Accumulated Depreciation 6,955,806           7,051,321                

  Bond Reserve 823,954              817,185                   

     Total noncurrent assets 7,779,760           7,868,506                

Total assets 10,636,662         9,934,275                

Deferred Outflows of Resources:

 Unamortized Deferred Charges on Bond Refinancing 349,849              364,410                   

  Pension/OPEB 1,840,839           1,370,417                

Total Deferred Outflows of Resources: 2,190,688           1,734,827                

Liabilities:

  Current liabilities:
    Accounts Payable, Trade 88,575                20,113                     

    Accounts Payable, Related Party 252,609              228,813                   

    Accrued Interest Payable 308,712              308,712                   

    Accrued Expenses 33,613 67,220

    Current Portion of Long-Term Debt 495,674              0                              

       Total current liabilities 1,179,183 624,858

Noncurrent liabilities:

  Net Pension Liability 4,126,705 5,399,396

  Net OPEB Liability 848,798 1,011,069                

  Noncurrent Portion of Long-term Debt 10,552,100 11,246,122

    Total noncurrent liabilities 15,527,603 17,656,587

       Total liabilities 16,706,786 18,281,445

Deferred Inflows of Resources 246,062              0                              

Net Position

  Net Investment in Capital Assets (2,366,735) (2,264,692)

  Restricted Net Position 349,130              137,906                   

  Unrestricted Net Position (2,107,893) (4,485,557)

    Total Net Position (4,125,498)$        (6,612,343)$             

Table 1

Net Position
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Cash and cash equivalents increased due to revenues exceeding expenses during the year from 
operations. The increase in State Aid receipts was due to the increase in enrollment.  The $203,562 
increase in Escrow Assets was due to payments made into the account based on the bond agreements to 
cover future principal payments. 
 
The net pension liability (NPL) is the second largest single liability reported by the Academy at June 30, 
2018   and is reported pursuant to GASB Statement 68, “Accounting and Financial Reporting for Pensions—
an Amendment of GASB Statement 27.”   For fiscal year 2018, the Academy adopted GASB Statement 75, 
“Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions,” which 
significantly revises accounting for costs and liabilities related to other postemployment benefits (OPEB).  
For reasons discussed below, many end users of this financial statement will gain a clearer understanding 
of the Academy’s actual financial condition by adding deferred inflows related to pension and OPEB, the 
net pension liability and the net OPEB liability to the reported net position and subtracting deferred 
outflows related to pension and OPEB. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OPEB liability.  GASB 68 and GASB 75 
take an earnings approach to pension and OPEB accounting; however, the nature of Ohio’s statewide 
pension/OPEB plans and state law governing those systems requires additional explanation in order to 
properly understand the information presented in these statements. 
 
GASB 68 and GASB 75 require the net pension liability and the net OPEB liability to equal the Academy’s 
proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 

GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, 
and the promise of a future pension and other postemployment benefits.  GASB noted that the unfunded 
portion of this promise is a present obligation of the government, part of a bargained-for benefit to the 
employee, and should accordingly be reported by the government as a liability since they received the 
benefit of the exchange.  However, the Academy is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement systems to provide healthcare to eligible benefit recipients.  The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a specific, 
legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the 
unfunded liability of the pension/OPEB plan as against the public employer.  State law operates to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the employment exchange with notice as to the law.  The retirement system is responsible for the 
administration of the pension and OPEB plans 
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability.  As explained above, changes in benefits, 
contribution rates, and return on investments affect the balance of these liabilities, but are outside the 
control of the local government.  In the event that contributions, investment returns, and other changes 
are insufficient to keep up with required payments, State statute does not assign/identify the responsible 
party for the unfunded portion.  Due to the unique nature of how the net pension liability and the net 
OPEB liability are satisfied, these liabilities are separately identified within the long-term liability section 
of the statement of net position. 
 
In accordance with GASB 68 and GASB 75, the Academy’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB liability, respectively, not accounted for as 
deferred inflows/outflows.  
 
As a result of implementing GASB 75, the Academy is reporting a net OPEB liability and deferred 
inflows/outflows of resources related to OPEB on the accrual basis of accounting.  This implementation 
also had the effect of restating net position at June 30, 2017, from ($5,607,736) to ($6,612,343). 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The following table shows the changes in net position for the following fiscal periods:    
 

2018 2017

Operating Revenues:

  State Aid 5,288,603$       5,107,362$    

  Charge for Services 126,606 155,583

  Miscellaneous 87,696 20,434

    Total Operating Revenues 5,502,905 5,283,379

Operating Expenses:

  Purchased Services 2,586,245 4,460,905

  Depreciation 137,391 135,070

  Supplies 259,953 152,934

  Other Operating Expense 49,232 15,114

    Total Operating Expenses 3,032,821 4,764,023

      Operating Income 2,470,084 519,356

Non-Operating Revenues and Expenses:

  Federal and State Restricted Grants 662,956 633,961

  Interest Income 10,033 0

  Bond Issuance Costs 0 (444,469)

  Interest Expense (657,283)          (602,698)        

  Contributions and Donations 1,055               0

    Net Nonoperating Revenues and Expenses 16,761 (413,206)

Change in Net Position 2,486,845$       106,150$       

Table 2
Change in Net Position

 
The information necessary to restate the 2017 beginning balances and the 2017 OPEB expense amounts 
for the effects of the initial implementation of GASB 75 is not available.  Therefore, 2018 functional 
expenses still include OPEB expense of $6,462 computed under GASB 45.  GASB 45 required recognizing 
pension expense equal to the contractually required contributions to the plan. Under GASB 75, OPEB 
expense represents additional amounts earned, adjusted by deferred inflows/outflows. The contractually
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 

required contribution is no longer a component of OPEB expense. Under GASB 75, the 2018 statements 
report negative OPEB expense of $148,728.  Consequently, in order to compare 2018 total program 
expenses to 2017, the following adjustments are needed: 
 

Total 2018 program expenses under GASB 75 3,032,821$              

Negative OPEB expense under GASB 75 148,728                   
2018 contractually required contribution 8,032                        

Adjusted 2018 program expenses 3,189,581                

Total 2017 program expenses under GASB 45 4,764,023                

Decrease in program expenses not related to OPEB 1,574,442$              

 
The $181,241 increase in State Aid revenue is due to the increase in the number of students. Supplies 
expense increased by $107,019 in fiscal year 2018 is primarily due to the increased spending.  The 
decrease in Bond Issuance Costs is due to refinanced bonds at a premium during fiscal year 2017.  See the 
highlighted section for discussion on decrease in purchased services.   
 
CAPITAL ASSETS  
 
At June 30, 2018, the Academy had $6,955,806 (net of accumulated depreciation) invested in capital 
assets. The following table summarizes Capital Asset activity for the fiscal year ended:   
 

2018 2017 Change

Land $1,018,700 $1,018,700 -$              

Buildings & Improvements 5,879,078        5,987,662        (108,584)       

Leasehold Improvements 47,183             11,814             35,369          

Computer Technology 10,845             22,819             (11,974)         

Furniture & Equipment -                   10,326             (10,326)         

$6,955,806 $7,051,321 ($95,515)

Capital Assets at June 30 (Net of Depreciation)

 
For further information regarding the Academy’s capital assets, refer to Note 5 of the basic financial 
statements. 
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DEBT 
 
At June 30, 2018, the Academy had total debt of $10,940,674 which included two separate debt 
instruments:   
 
One was the $10,640,000 bond offering (listed net of premium) of which $195,000 principal payments 
came due within one year. This bond debt was newly issued in July 2017 after refunding the 2012 bonds 
in order to take advantage of lower interest rates.    
 
The other debt is the $300,674 related to a $500,000 promissory note executed in 2015 payable to Accel 
Schools, LLC., to finance outstanding invoices for services and/or reimbursable expenses over a multi-year 
term at a fixed interest rate of 4.0%. The Academy began making principal payments on this note in fiscal 
year 2018.   
 
For further information regarding the Academy’s debt, refer to Note 6 to the basic financial statements. 
 
OPERATIONS 
 
The Academy is a nonprofit corporation established pursuant to Ohio Revised Code Chapter 3314.  The 
Academy offers education for Ohio children in kindergarten through eighth grade. The Academy is 
independent of any Academy district and is nonsectarian in its programs, admission policies, employment 
practices, and all other operations.  The Academy may lease or acquire facilities as needed and contract 
for any services necessary for the operation of the Academy.   
 
REQUESTS FOR INFORMATION 
 
This financial report is designed to provide citizens, taxpayers, investors, and creditors with a general 
overview of the Academy’s finances and to show the Academy’s accountability for the money it receives.  
If you have any questions concerning this report, please contact the Academy’s Fiscal Officer, C. David 
Massa, CPA of Massa Financial Solutions, LLC at 6015 E. Walnut, Westerville, Ohio 43081. 
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CORNERSTONE ACADEMY - FRANKLIN COUNTY, OHIO 
Statement of Net Position 

At June 30, 2018 
Assets:
Current Assets:
    Cash and Cash Equivalents 2,158,481$      
    Escrow Assets 599,886            
    Accounts Receivable 140
    Intergovernmental Receivable 34,999
    Prepaid Expense 63,396
      Total Current Assets 2,856,902

Noncurrent Assets:
  Bond Reserve Account 823,954
  Capital Assets, net of Accumulated Depreciation 6,955,806
    Total Noncurrent Assets 7,779,760

Total Assets 10,636,662      

Deferred Outflows of Resources:
Unamortized Deferred Charges on Bond Refinancing 349,849            
OPEB (STRS & SERS) 97,466              
Pension (STRS & SERS) 1,743,373         
      Total Deferred Outflow of Resources 2,190,688         

Liabilities:
Current Liabilities:
    Accounts Payable, Trade 88,575              
    Accounts Payable, Related Party 252,609            
    Accrued Interest Payable 308,712            
    Accrued Expenses 33,613              
    Current Portion of Long Term Debt 495,674            
       Total Current Liabilities 1,179,183         

Noncurrent Liabilities:
  Net Pension Liability 4,126,705
  Net OPEB Liability 848,798
  Noncurrent Portion of Long-term Debt 10,552,100
    Total Noncurrent Liabilities 15,527,603

       Total Liabilities 16,706,786

Deferred Inflow of Resources:
OPEB (STRS & SERS) 97,781              
Pension (STRS & SERS) 148,281            
      Total Deferred Inflow of Resources 246,062            

Net Position:
  Net Investment in Capital Assets (2,366,735)
  Restricted for Other Purpsoes 349,130            
  Unrestricted Net Position (2,107,893)
  Total Net Position (4,125,498)$     

See Accompanying Notes to the Basic Financial Statements  
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CORNERSTONE ACADEMY - FRANKLIN COUNTY, OHIO 
  

Statement of Revenues, 
Expenses and Changes in Net Position 

For the Fiscal Year Ended June 30, 2018 
 

Operating Revenues:
  State Aid 5,288,603$      
  Charge for Services 126,606            
  Miscellaneous 87,696
    Total Operating Revenues 5,502,905

Operating Expenses:
  Purchased Services 2,586,245
  Depreciation 137,391
  Supplies 259,953
  Other Operating Expenses 49,232
    Total Operating Expenses 3,032,821

      Operating Income 2,470,084

Non-Operating Revenues and (Expenses):
  Federal and State Restricted Grants 662,956
  Contributions and Donations 1,055
  Interest Income 10,033
  Bond Interest Expense (639,677)           
  Interest Expense (17,606)             
    Net Non-operating Revenues and (Expenses) 16,761

Change in Net Position 2,486,845         
Net Position Beginning of Year, Restated (6,612,343)       
Net Position End of Year (4,125,498)$     

See Accompanying Notes to the Basic Financial Statements  
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Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2018 
 

CASH FLOWS FROM OPERATING ACTIVITIES
State Aid Receipts 5,285,557$       
Charge for Services/Miscellaneous 214,302            
Cash Payments to Suppliers for Goods and Services (4,504,876)        

Net Cash Provided By Operating Activities 994,983            

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Facil ity Bond Interest Payments (639,677)           
Increase in Escrow/Bond Reserve Accounts (210,330)           
Note Payable Principal Payments (193,885)           
Note Payable Interest Payments (17,606)             
Interest Income Receipts 10,033               
Contributuions and Donation Receipts 1,055                 
Federal and State Grant Receipts 676,596            

Net Cash Used For Noncapital Financing Activities (373,814)           

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Purchase of Capital Assets (41,876)             

Net Cash Used For Capital and Related Financing Activities (41,876)             

Net Increase in Cash and Cash Equivalents 579,293            

Cash and Cash Equivalents - Beginning of the Year 1,579,188         
Cash and Cash Equivalents - Ending of the Year 2,158,481$       

See Accompanying Notes to the Basic Financial Statements

 
 
 
 
 
 
 
 

 
 
 

(Continued) 
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CORNERSTONE ACADEMY - FRANKLIN COUNTY, OHIO  
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2018 

(Continued) 

Reconciliation of Operating Income to Net Cash Provided By Operating Activities
Operating Income 2,470,084$      

Adjustments to Reconcile Operating Income to 
Net Cash Provided By Operating Activities:

Depreciation 137,391            

Changes in Assets, Liabilities, and Deferred Inflows and Outflows:
(Increase) in Receivables 4,206                
(Increase)/ Decrease in Deferred Outflows - (Pension/OPEB) (470,422)           
Increase/ (Decrease) in Deferred Inflows 246,062            
Increase/ (Decrease) in Net Pension/OPEB Liability (1,434,962)       
Increase in Prepaid Expense (23,078)             
Decrease in Accounts Payable, Trade 68,462              
(Decrease) in Accounts Payable, Related Party 23,796              
Increase/Decrease in Accrued Expenses (33,607)             
(Increase)/Decrease in Intergovenmental Receivable 7,051                

Net Cash Provided By Operating Activities 994,983$          

See Accompanying Notes to the Basic Financial Statements
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NOTE 1 – DESCRIPTION OF ACADEMY 
 

The Cornerstone Academy (the “Academy”) is a nonprofit corporation established pursuant to Ohio 
Revised Code Chapters 3314. The Academy offers education for Ohio children in kindergarten and grades 
1 through 8. The Academy is independent of any Academy district and is nonsectarian in its programs, 
admission policies, employment practices, and all other operation.  The Academy may lease or acquire 
facilities as needed and contract for any services necessary for the operation of the Academy.  The 
Academy is a federally recognized 501(c)(3) nonprofit corporation established pursuant to Ohio Revised 
Code Chapter 1702.  
 
The Academy was approved for operation under contract with the Ohio State Board of Education 
commencing on July 1, 2000. The Academy began the 2005-06 fiscal year under a contract with the St. 
Aloysius Orphanage (the Sponsor) for a period of five academic years commencing after July 1, 2005 and 
ending June 30, 2011. In June of 2011, the Sponsor renewed the charter contract for five academic years 
ending June 30, 2016. In June of 2016, the Sponsor again renewed the charter contract for five academic 
years ending 30, 2021.  The Sponsor is responsible for evaluating the performance of the Academy and 
has the authority to deny renewal of the contract at its expiration or terminate the contract prior to its 
expiration.  
 
Ohio Revised Code Section 3314.02(E) states in part that the Academy operate under the direction of a 
Governing Board that consists of not less than five individuals who are not owners or employees, or 
immediate relatives or owners or employees of any for-profit firm that operates or manages an academy 
for the Governing Board. The Board is responsible for carry out the provisions of the contract that include, 
but are not limited to, state-mandated provision regarding student population, curriculum, academic 
goals, performance standards, admission standards, and qualification of teachers.   
 
The Academy contracts with Accel Schools for management services including management of personnel 
and human resources, the program of instruction, marketing data management, purchasing, strategic 
planning, public relation, financial reporting, recruiting, compliance issues, budgets, contracts, and 
equipment and facilities.   
 
NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The financial statements of the Academy have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards 
Board (GASB) is the accepted standard-setting body for establishing governmental accounting and 
financial reporting principles. The more significant of the Academy’s accounting policies are described 
below. 
 
Basis of Presentation - The Academy’s basic financial statements consist of a statement of net position; a 
statement of revenues, expenses, and changes in net position; and a statement of cash flows. The 
Academy uses a single enterprise presentation for its financial records.  Enterprise reporting focuses on 
the determination of operating income, changes in net position, financial position, and cash flows.   
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Measurement Focus - The enterprise activity is accounted for using a flow of economic resources 
measurement focus. All assets/ deferred outflows of resources and liabilities/ deferred inflows of 
resources associated with the operation of the Academy are included on the statement of net position. 
The statement of revenues, expenses, and changes in net position presents increases (e.g. revenues) and 
decreases (e.g. expenses) in net position. The statement of cash flows reflects how the Academy finances 
meet its cash flow needs.  
 
Basis of Accounting - Basis of accounting determines when transactions are recorded in the financial 
records and reported on the financial statements. The Academy’s financial statements are prepared using 
the accrual basis of accounting. Revenue resulting from exchange transactions, in which each party gives 
and receives essentially equal value, is recorded on the accrual basis when the exchange takes place.  
Revenue resulting from nonexchange transactions, in which Academy receives value without directly 
giving equal value in return, such as grants and entitlements, are recognized in the period in which all 
eligibility requirements have been satisfied.   Eligibility requirements include timing requirements, which 
specify the period when the resources are required to be used or the period when use is first permitted, 
matching requirements, in which the Academy must provide local resources to be used for a specified 
purpose, and expenditure requirements, in which the resources are provided to the Academy on a 
reimbursement basis.  Expenses are recognized at the time they are incurred. 
 
Budgetary Process - Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C). However, unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter 5705, unless specifically provided in the contract between the School and its Sponsor. The 
contract between the School and its Sponsor does not require the School to follow the provisions Ohio 
Revised Code Chapter 5705; therefore, no budgetary information is presented in the basic financial 
statements. 
 
Cash and Cash Equivalents - Cash received by the Academy is reflected as “Cash and Cash Equivalents” 
on the statement of net position.  The Academy had no investments during the period ended June 30, 
2018. 
 
Capital Assets - The Academy’s capital assets during the year ended June 30, 2018 consisted of land, 
building and improvements, leasehold improvements, computer technology, furniture and other 
equipment.  All capital assets are capitalized at cost and updated for additions and retirements during the 
fiscal year.  Donated capital assets are recorded at their acquisition value as of the date received. The 
Academy maintains a capitalization threshold of one thousand five hundred dollars.  The Academy does 
not have any infrastructure. Improvements are capitalized. The costs of normal maintenance and repairs 
that do not add to the value of the asset or materially extend an asset’s life are not capitalized.   
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Capital Assets (continued) 
 
All capital assets, except land are depreciated. Improvements are depreciated over the remaining useful 
lives of the related capital assets.  Depreciation is computed using the straight-line method over the 
following useful lives:   
 

   

Description Useful Lives

Buildings and Improvements 30 years

Leasehold Improvements 15 years

Computer Technology 5 years

Furniture and Equipment 5-20 years  
 
Net position - Net position represents the difference between assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources. Net position is reported as restricted when there are 
limitations imposed on their use either through the enabling legislation adopted by Academy or through 
external restrictions imposed by creditors, grantors, or laws or regulations of other governments.  The 
Academy applies restricted resources first when an expense is incurred for purposes for which both 
restricted and unrestricted net position is available. At June 30, 2018, the Academy reported $349,130 in 
restricted net position for cash in escrow and reserve accounts, net of related debt for future principal 
payments and ($2,366,735) of net position invested in capital assets, net of accumulated depreciation and 
net of related debt. 
 
Operating Revenues and Expenses - Operating revenues are those revenues that are generated directly 
from the primary activity of the Academy.  Operating expenses are necessary costs incurred to provide 
the service that is the primary activity of the Academy.  All revenues and expenses not meeting this 
definition are reported as non-operating. 

 
Deferred Inflows and Deferred Outflows of Resources - In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of resources represent a consumption of net position that applies to a future period and will not be 
recognized as an outflow of resources (expense/expenditure) until then.  For the Academy, deferred 
outflows of resources are reported on the statement of net position for pension and OPEB.  The deferred 
outflows of resources related to pension and OPEB plans are explained in Notes 9 and 10.  
 
When utilizing accrual basis of accounting, unamortized deferred charges on debt refinancing are 
reported as a deferred outflow of resources.  Deferred charges on refunding result from the difference in 
the carrying value of refunded debt to its acquisition price.  This amount is deferred and amortized over 
the shorter period of the life of the refunded debt or of the refunding debt. 
  
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. For the Academy, deferred inflows of resources include  
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
pension and OPEB. These amounts are deferred and recognized as an inflow of resources in the period 
the amounts become available.  Deferred inflows of resources related to pension and OPEB plans are 
reported on the statement of net position. (See Note 9 and 10)  
 
Pensions/Other Postemployment Benefits (OPEB) – For purposes of measuring the net pension/OPEB 
liability, deferred outflows of resources and deferred inflows of resources related to pensions/OPEB, and 
pension/OPEB expense, information about the fiduciary net position of the pension/OPEB plans and 
additions to/deductions from their fiduciary net positon have been determined on the same basis as they 
are reported by the pension/OPEB plan.  For this purpose, benefit payments (including refunds of 
employee contributions) are recognized when due and payable in accordance with the benefit terms.  The 
pension/OPEB plans report investments at fair value. 
 
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from those estimates.  
 
NOTE 3 - CASH AND CASH EQUIVALENTS 
 
The Academy classifies deposits by category of risk as defined in GASB Statement No.3 “Deposits with 
Financial Institutions, Investments (including Repurchase Agreements) and Reverse Repurchase 
Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk Disclosures”. 
 
The Academy maintains its cash balances at Huntington Bank in Ohio. The balances are insured by the 
Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account. At June 30, 2018, 
the book amount of the Academy’s deposits was $2,158,481 and the bank balance was $2,200,205. 
 
$250,682 of the bank balance was covered by Federal depository insurance, while $1,949,523 was 
exposed to custodial credit risk.  There are no significant statutory restrictions regarding deposit and 
investment of Funds by the Academy.   
 
Custodial credit risk is the risk that, in the event of a bank failure, the Academy’s deposits may not be 
returned.  The Academy does not have a deposit policy for custodial credit risk. All bank deposits are 
collateralized with eligible securities in amounts equal to at least 105% of the carrying value of the 
deposits. Such collateral as permitted by the Ohio Revised Code, is held in single financial collateral pools 
at the Federal Reserve Banks or at member banks of the federal reserve system, in the name of the 
respective depository bank and pledged as a pool of collateral against all of the public deposits or as 
specific collateral held at the Federal Reserve Bank in the name of the Academy. 
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NOTE 4 - RECEIVABLES 
 
At June 30, 2018, the Academy had intergovernmental receivables in the amount of $34,999 representing 
monies due from State Foundation payment, Title I, and IDEA-B, which was not received as of year-end. 
The receivables are expected to be collected within one year.   
 
NOTE 5 – CAPITAL ASSETS 
 
Capital asset activity for the period July 1, 2017 to June 30, 2018, was as follows: 
 

Balance Balance

June 30, 2017 Additions Deletions June 30, 2018

Capital Assets

Land (not depreciated) 1,018,700$       -$                -$               1,018,700$       

Buildings and Improvements 7,185,192         -                  -                 7,185,192         

Leasehold Improvements 34,783              41,876            -                 76,659              

Computer Technology 157,259 -                  -                 157,259            

Furniture & Equipment 240,632 -                  -                 240,632            

Total Capital Assets 8,636,566 41,876            -                 8,678,442

Less: Accumulated Depreciation

Buildings and improvements (1,197,530)        (108,584)         -                 (1,306,114)        

Leasehold Improvements (22,969) (6,507)             -                 (29,476)             

Computer  Technology (134,440) (11,974)           -                 (146,414)           

Furniture & Equipments (230,306) (10,326)           -                 (240,632)           

Total Accumulated Depreciation (1,585,245) (137,391)         -                 (1,722,636)

 

Capital Assets, Net 7,051,321$       (95,515)$         -$               6,955,806$       
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NOTE 6 – LONG-TERM OBLIGATIONS 
 
Changes in the Academy’s long-term obligations during fiscal year 2018 were as follows: 
                                          

Restated

Balance   Balance

6/30/2017 Additions Reductions 6/30/2018

Net Pension/OPEB Liability:

Net Pension Liability 5,399,396$      -$              (1,272,691)$   4,126,705$    -$              

Net OPEB Liability 1,011,069        -                (162,271)        848,798         -                

Total Net Pension/OPEB Liability 6,410,465        -                (1,434,962)     4,975,503      -                

Other Long-Term Obligations:

Revenue Bonds - Series A 2016 9,715,000        -                -                 9,715,000      -                

Revenue Bonds - Series B 2016 925,000           -                -                 925,000         195,000        

Add: Bond Premium 111,563           -                (4,463)            107,100         -                
 

Notes Payable - Accel 494,559           -                (193,885)        300,674         300,674        

Total Other Long-term Obligations 11,246,122      -                (198,348)        11,047,774    495,674        

 

Total Long-term Obligations 17,656,587$    -$              (1,633,310)$   16,023,277$  495,674$      

Due Within 

One Year

 
 

Revenue Bonds - In July 2012, the Academy issued Revenue Bonds totaling $10,140,000, with an 
underwriter’s discount of $228,150 and an original issue discount of $187,639, with the Columbus-
Franklin County Finance Authority. Under the terms of the bond agreement the Authority acquired the 
property at that time. The properties are leased back to the Academy through annual lease renewals 
through July 2042. In July 2016, the Academy refinanced the bonds at a premium, to realize savings from 
lower interest rates. The outstanding principal balance as of June 30, 2018 is $10,640,000 (excluding 
premium) and interest payable of $308,712.  
 
The reacquisition price exceeded the net carrying amount of the 2012 debt by $378,579.  The loss on 
refinancing is reported as “unamortized charges on bond refinancing”. 
 
The bonds were issued in two Series as follows: 
 
Series A: Tax exempt redeemable lease revenue bonds totaling $9,715,000. The Series A bears interest at 
5.75%. Annual payments are interest only through fiscal 2022. Thereafter, monthly principal payments 
are required until maturity in July 2042.  
 
Series B: Taxable redeemable lease revenue bonds totaling $925,000. The Series B bears interest at 5.25%. 
Annual payments are interest only through fiscal 2018. Thereafter, monthly principal payments are 
required until maturity in July 2022. 
 
The Academy’s lease obligations meet the criteria of a capital lease as defined by the Standards, and have 
been recorded in the financial statements. Land, Building, and Building Improvements are being 
depreciated over the useful life. Improvements were completed during the fiscal year. 
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NOTE 6 – LONG-TERM OBLIGATIONS (continued) 
 
Both the Series A and Series B require the Academy to comply with certain financial covenants including the 
requirement to maintain a certain amount of operating cash on hand, debt coverage ratio, and financial 
statement filing deadline. As of June 30, 2018, the Academy is in compliance with those covenants. The 
bonds are secured by the facility and a guaranty by Accel Schools, LLC (see Note 14), and required the 
forgiveness of accounts payable, related party, for amounts owed Accel Schools, LLC. for back rent. In 
addition, the Academy entered into a state Academy aid direction whereby the Academy directs the Ohio 
Department of Education to deposit the gross revenues into an account held by the bond Trustee, and shall 
be paid out in order of priority, a) transferred to debt service account and or redemption account to satisfy 
overdue and unpaid obligations, b) scheduled bond payments, c) replenish debt service fund, d) pay 
additional rent or make further payments, e) deposit to repair and replacement account to the extent 
available $2,500 per month not to exceed $27,500 per year, until the reserve balance is $275,000. 
 
As part of the agreement for the leases, monies were deposited into several escrow accounts with US Bank, 
N.A. Payments for construction and financing activities have been paid from these accounts. Lease 
payments were made by the Academy to cover Bond interest and administrative fees due in January and 
July 2014 and to make deposits in reserve accounts. Funds were deposited from the initial bond proceeds 
into an operating reserve and a reserve fund for future operating and debt service needs. A supplemental 
reserve, to be used for future debt service is funded by payments of the base lease payment for the full 
bond term. The balances of the escrow and reserve accounts as of June 30, 2018 were $599,886 and 
$823,954 respectively. The assets acquired through the capital lease as of June 30, 2018 were Land of 
$1,018,700 and Buildings and Improvements of $7,185,192.  Accumulated depreciation on the buildings and 
improvements to date totaled $1,306,114.  Interest in the amount of $639,677 was calculated during fiscal 
year 2018 on the bonds.  
 
The balances of the bond escrow and reserve accounts as of June 30, 2018 are as follows: 

Reserve Fund 823,954$   

Total Reserve Fund 823,954$   

Repair and Replacement Fund 55,359$     

Bond Interest Fund 309,441     

Debt Service Principal Account 195,828     

Project Fund 35,237       

Refunding Account 4,021         

Total Escrow Accounts 599,886$   
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NOTE 6 – LONG-TERM OBLIGATIONS (continued) 
 
Notes Payable - In 2010, the Academy executed a $1,238,877 promissory note payable to Mosaica Education, 
Inc., a related party (see note 14), to finance outstanding invoices for services and/or reimbursable expenses 
over a multi-year term at a fixed interest rate of 7.0%. This note was cancelled and reissued with a date of 
June 30, 2012. The interest rate remained the same. Quarterly installments were due beginning September 
15, 2012 and continue through maturity on June 30, 2027. The note was subsequently cancelled by Accel 
Schools, LLC., in July 2015 and a note was reissued in the amount of $500,000 for a 30-year term with an 
interest rate of 4.0%.  The Academy began making principal payments in fiscal year 2018.  Total payments 
throughout the year were $193,885 of principal and $17,606 of interest.
 
The following is a schedule of remaining debt service on these obligations: 
 

Principal Interest Principal Interest Total Debt Service

2019 195,000$        604,237$        300,674$   2,761$         1,102,672$                 

2020 210,000 591,112 -              -                     801,112                      

2021 225,000 577,050 -              -                     802,050                      

2022 235,000 562,362 -              -                     797,362

2023 250,000           547,688           -              -                797,688                      

2024-2028 1,495,000 2,490,612 -              -                     3,985,612                   

2029-2033 1,970,000 1,981,738 -              -                     3,951,738                   

2034-2038 2,605,000 1,309,565 -              -                     3,914,565                   

2039-2042 3,455,000 419,750 -              -                     3,874,750                   

Total 10,640,000$   9,084,114$     300,674$   2,761$         20,027,549$              

Accel

Bond Series A & B Promissory Note

Revenue
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NOTE 7 – RISK MANAGEMENT 
 
Property and Liability - The Academy is exposed to various risks of loss related to torts; theft or damage 
to, and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  During 
fiscal year 2018, the Academy contracted with Brown & Brown of Marmora through The Hartford for 
property and general liability insurance.   
 

General Liability:

Each Occurrence $1,000,000

Aggregate Limit 2,000,000    

Products - Completed Operations Aggregate Limit 2,000,000    

Medical Expense Limit - Any One Person/Occurrence 15,000         

Damage to Rented Premises - Each Occurrence 500,000       

Personal and Advertising Injury 1,000,000    

Automobile Liability:

Combined Single Limit 1,000,000    

Buildings 6,950,000    

Business Personal Property 607,800       

Excess/Umbrella Liability:

Each Occurrence 5,000,000    

Aggregate Limit 5,000,000     
 
Settled claims have not exceeded this commercial coverage in the prior three years and there have been 
no significant reductions in insurance coverage from the prior year. 
 
Workers’ Compensation - The Academy pays the State Workers’ Compensation System a premium for 
employee injury coverage. The premium is calculated by multiplying the monthly total gross payroll by a 
factor that is calculated by the State. 
 
Other Employee Benefits - The Academy provides life insurance and accidental death and 
dismemberment, medical/surgical, dental and vision insurance to most employees through School 
Employees’ Health and Welfare Benefits Plan and Trust.  Depending upon the plan chosen, the employees 
share the cost of the monthly premium with the Board. 
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NOTE 8 – PURCHASED SERVICES 
 
For fiscal year ended June 30, 2018, purchased service expenses were for the following services: 
 

Purchased Services Amount
Personnel Services 1,027,009$          
Professional Services 1,007,691            
Property Services 216,946

   Utilities 86,957
Travel & Meetings 5,451
Communications 31,440
Contractual Trade 203,446
Pupil Transportation 7,305

Total $2,586,245
 

 
NOTE 9 – DEFINED BENEFIT PENSION PLANS 
 
Net Pension Liability 
 
The net pension liability reported on the Statement of Net Position represents a liability to employees for 
pensions. Pensions are a component of exchange transactions-–between an employer and its 
employees—of salaries and benefits for employee services.  Pensions are provided to an employee—on a 
deferred-payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for pensions is a present obligation 
because it was created as a result of employment exchanges that already have occurred. 
 
The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   
 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which pensions are financed; however, the 
Academy does receive the benefit of employees’ services in exchange for compensation including 
pension.  
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State legislature.  Any resulting legislative change to benefits or funding could 
significantly affect the net pension liability.   Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable.
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability 
on the accrual basis of accounting.  Any liability for the contractually-required pension contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   
 
Plan Description - School Employees Retirement System (SERS) 
 
Plan Description –Academy non-teaching employees participate in SERS, a cost-sharing, multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability, and 
survivor benefits, annual cost-of-living adjustments, and death benefits to plan members and 
beneficiaries.   
 
Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  SERS issues a 
publicly available, stand-alone financial report that includes financial statements, required supplementary 
information, and detailed information about SERS’ fiduciary net position.  That report can be obtained by 
visiting the SERS website at www.ohsers.org under Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 
 

Eligible to Eligible to
Retire on or before Retire on or after

August 1, 2017 * August 1, 2017

Full  Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 65 with 5 years of service credit Age 57 with 30 years of service credit

Actuarially Reduced Benefits Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Age 55 with 25 years of service credit Age 60 with 25 years of service credit

* Members with 25 years of service credit as of August 1, 2017, will  be included in this plan.  
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on years of service; 2.2 percent for the first thirty years of service and 2.5 percent for years 
of service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
When a benefit recipient has received benefits for 12 months, an annual COLA is provided. This COLA is 
calculated on the base retirement benefit at the date of retirement and is not compounded. For those 
retiring prior to January 7, 2013, the COLA will continue to be a three percent simple annual COLA. For 
those retiring after January 7, 2013, beginning in calendar year 2019, the COLA will be based on the 
average percentage increase in the Consumer Price Index, capped at three percent. 
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the Academy is required to contribute 14 percent of annual covered payroll. The contribution 
requirements of plan members and employers are established and may be amended by the SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent for 
employers.  The Retirement Board, acting with the advice of the actuary, allocates the employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B 
Fund, and Health Care Fund).  For the fiscal year ended June 30, 2018, the allocation to pension, death 
benefits, and Medicare B was 14.00 percent. SERS allocated 0.5 percent of employer contributions to the 
Health Care Fund for fiscal year 2018 
 
The Academy’s contractually required contribution to SERS was $49,062 for fiscal year 2018.    
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description –Academy licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing, multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information, and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan, and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 
3307.  The DB plan offers an annual retirement allowance based on final average salary multiplied by a 
percentage that varies based on years of service.  Effective August 1, 2015, the calculation will be 2.2 
percent of final average salary for the five highest years of earnings multiplied by all years of service. 
Members are eligible to retire at age 60 with five years of qualifying service credit, or age 55 with 26 years 
of service, or 31 years of service regardless of age.  Age and service requirements for retirement will 
increase effective August 1, 2015, and will continue to increase periodically until they reach age 60 with 
35 years of service or age 65 with five years of service on August 1, 2026. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination 
of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
The Combined Plan offers features of both the DB Plan and the DC Plan.  In the Combined Plan, 12.0 of 
the 14.0 percent member rates goes to the DC Plan and the remaining 2.0 percent goes to the DB plan. 
Member contributions to the DC plan are allocated among investment choices by the member, and 
contributions to the DB plan from the employer and the member are used to fund the defined benefit 
payment at a reduced level from the regular DB Plan.  The defined benefit portion of the Combined Plan 
payment is payable to a member on or after age 60 with five years of services.  The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity 
after termination of employment at age 50 or later.  
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another STRS plan.  The optional annuitization of a member’s defined contribution account or the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of investment gain or loss on the account.  STRS has therefore included all three plan 
options in the GASB 68 schedules of employer allocation and pension amounts by employer.  
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit that apply for disability benefits.  Members in the DC Plan who 
become disabled are entitled only to their account balance.  If a member of the DC Plan dies before 
retirement benefits begin, the member’s designated beneficiary is entitled to receive the member’s 
account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2018, plan members were required to contribute 14 percent of their annual covered salary. The 
Academy was required to contribute 14 percent; the entire 14 percent was the portion used to fund 
pension obligations. The fiscal year 2018 contribution rates were equal to the statutory maximum rates.  
 
The Academy’s contractually required contributions to STRS was $252,635 for fiscal year 2018.  
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions  

The net pension liability was measured as of June 30, 2017, and the total pension liability used to calculate 
the net pension liability was determined by an actuarial valuation as of that date. The Academy's 
proportion of the net pension liability was based on the Academy's share of contributions to the pension 
plan relative to the contributions of all participating entities.   
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Following is information related to the proportionate share and pension expense: 
  

SERS STRS Total
Proportion of the Net Pension Liabil ity
  Prior Measurement Date 0.00860120% 0.01424989%
Proportion of the Net Pension Liabil ity
  Current Measurement Date 0.00975450% 0.01491839%

Change in Proportionate Share 0.00115330% 0.00066850%

Proportionate Share of the Net Pension
  Liabil ity $582,809 $3,543,896 4,126,705$      
Pension Expense $39,600 ($1,241,731) ($1,202,131)  

 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, and changes in assumptions and changes in the Academy’s proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods.  
 
The difference between projected and actual investment earnings is recognized in pension expense using 
a straight line method over a five year period beginning in the current year.  Deferred outflows and 
deferred inflows resulting from changes in sources other than differences between projected and actual 
investment earnings are amortized over the average expected remaining service lives of all members 
(both active and inactive) using the straight line method. Employer contributions to the pension plan 
subsequent to the measurement date are also required to be reported as a deferred outflow of resources 
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At June 30, 2018, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  
 

SERS STRS Total

Deferred Outflows of Resources
Differences between expected and

  actual experience 25,083$            136,850$          161,933$          

Changes of assumptions 30,137              775,089            805,226            

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 110,268            364,249            474,517            

Academy contributions subsequent to the 

  measurement date 49,062              252,635            301,697            

Total Deferred Outflows of Resources 214,550$          1,528,823$       1,743,373$       

Deferred Inflows of Resources
Differences between expected and

  actual experience -$                  28,562$            28,562$            

Net difference between projected and

  actual earnings on pension plan investments 2,766                 116,953            119,719            

Total Deferred Inflows of Resources 2,766$              145,515$          148,281$          
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
$301,697 reported as deferred outflows of resources related to pension resulting from Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the year ending June 30, 2019.  Other amounts reported as deferred outflows of resources and 
deferred inflows of resources related to pension will be recognized in pension expense as follows:  
 

 
Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment termination).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point.  The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant.  In many cases actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 

SERS STRS Total

Fiscal Year Ending June 30:

2019 83,951                 287,944                371,895               

2020 70,194                 447,043                517,237               

2021 22,162                 294,541                316,703               

2022 (13,585)                101,145                87,560                 

Total 162,722               1,130,673             1,293,395            

Attachment 26: Audited Financial Statements Page 2388



CORNERSTONE ACADEMY - FRANKLIN COUNTY, OHIO  
 

NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2018 

32 
 

 
NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2017, are presented below: 
 
Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
COLA  or Ad Hoc COLA 2.5 percent
Investment Rate of Return 7.50 percent net of investments expense, including inflation
Actuarial Cost Method Entry Age Normal

 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection and a five year age set-back for both males and females.  Mortality among 
service retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection with Scale BB, 120 percent of male rates and 110 percent of female rates.  
Mortality among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 percent 
for male rates and 100 percent for female rates, set back five years is used for the period after disability 
retirement.  
 
The actuarial assumptions used in the June 30, 2017 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, payroll 
growth assumption and assumed real wage growth were reduced in the most recent actuarial valuation.  
The rates of withdrawal, retirement and disability updated to reflect recent experience and mortality rates 
were also updated. 
 
The long-term return expectation for the Pension Plan Investments has been determined using a building-
block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  A 
forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating a weighted averaged of the expected 
real return premiums for each asset class, adding the projected inflation rate, and adding the expected 
return from rebalancing uncorrelated asset classes. The target allocation and best estimates of arithmetic 
real rates of return for each major assets class are summarized in the following table: 
 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
International Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Stratagies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return 
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute.  Projected inflows from investment earning were calculated using the long-term assumed 
investment rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of projected 
benefits to determine the total pension liability.   
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the net pension liability calculated using the discount rate of 7.50 percent, as 
well as what each plan’s net pension liability would be if it were calculated using a discount rate that is 
one percentage point lower (6.50 percent), or one percentage point higher (8.50 percent) than the current 
rate.  

 
 
Actuarial Assumptions – STRS  

The total pension liability in the June 30, 2017, actuarial valuation was determined using the following 
actuarial assumptions, applied to all periods included in the measurement:  
 

 
 
Post-retirement mortality rates for healthy retirees are based on the RP-2014 Annuitant Mortality Table 
with 50% of rates through age 69, 70% of rates between ages 70 and 79, 90% of rates between ages 80 
and 84, and 100% of rates thereafter, projected forward generationally using mortality improvement scale 
MP-2016.  Post-retirement disabled mortality rates are based on the RP-2014 Disabled Mortality Table 
with 90% of rates for males and 100% of rates for females, projected forward generationally using 
mortality improvement scale MP-2016.  Pre-retirement mortality rates are based on RP-2014 Employee 
Mortality Table, projected forward generationally using mortality improvement scale MP-2016. 
 
Actuarial assumptions used in the July 1, 2017, valuation are based on the results of an actuarial 
experience study, for the period July 1, 2011 through June 30, 2016. 

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

Academy's proportionate share

  of the net pension liability $808,789 $582,809 $393,507
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
 

Target
Asset Class Allocation *

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 % 7.61 %

Long-Term Expected
Real Rate of Return **

 
 

*The target allocation percentage is effective as of July 1, 2017. Target weights will be phased in over a 24-month 
period concluding on July 1, 2019. 
 
** 10-Year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25% and 
does not include investment expenses. Over a 30-year period, STRS Ohio’s investment consultant indicates that the 
above target allocations should generate a return above the actuarial rate of return, without net value added by 
management.  
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2017. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate increases 
described above. For this purpose, only employer contributions that are intended to fund benefits of 
current plan members and their beneficiaries are included.   
 
Based on those assumptions, STRS’ fiduciary net position was projected to be available to make all 
projected future benefit payments to current plan members as of June 30, 2017.  Therefore, the long-
term expected rate of return on pension plan investments of 7.45 percent was applied to all periods of 
projected benefit payment to determine the total pension liability as of June 30, 2017. 
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the Academy's proportionate share of the net pension liability 
calculated using the current period discount rate assumption of 7.45 percent, as well as what the 
Academy's proportionate share of the net pension liability would be if it were calculated using a discount 
rate that is one-percentage-point lower (6.45 percent) or one-percentage-point higher (8.45 percent) than 
the current rate:  

 

 
 
Assumption Changes since the Prior Measurement Date 
The Retirement Board approved several changes to the actuarial assumptions in 2017. The long term 
expected rate of return was reduced from 7.75 percent to 7.45 percent, the inflation assumption was 
lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered to 3.00 percent, 
and total salary increases rate was lowered by decreasing the merit component of the individual salary 
increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy and disabled 
mortality assumptions were updated to the RP-2014 mortality tables with generational improvement 
scale MP-2016. Rates of retirement, termination and disability were modified to better reflect anticipated 
future experience. 
 
Benefit Term Changes Since the Prior Measurement Date 
Effective July 1, 2017, the COLA was reduced to zero.  
 
NOTE 10 – POSTEMPLOYMENT BENEFITS 
 
Net OPEB Liability 

 
The net OPEB liability reported on the statement of net position represents a liability to employees for 
OPEB. OPEB is a component of exchange transactions-–between an employer and its employees—of 
salaries and benefits for employee services.  OPEB are provided to an employee—on a deferred-payment 
basis—as part of the total compensation package offered by an employer for employee services each 
financial period.  The obligation to sacrifice resources for OPEB is a present obligation because it was 
created as a result of employment exchanges that already have occurred. 

 
The net OPEB liability represents the Academy’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB liability calculation is dependent on critical long-term 
variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting these estimates annually.   

 

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share

  of the net pension liability $5,080,054 $3,543,896 $2,249,913
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NOTE 10 – POSTEMPLOYMENT BENEFITS (continued) 
 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which OPEB are financed; however, the Academy 
does receive the benefit of employees’ services in exchange for compensation including OPEB.  
 
GASB 75 assumes the liability is solely the obligation of the employer, because they benefit from employee 
services.  OPEB contributions come from these employers and health care plan enrollees which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
to benefits or funding could significantly affect the net OPEB liability. Resulting adjustments to the net 
OPEB liability would be effective when the changes are legally enforceable. The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits.  
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB liability 
on the accrual basis of accounting.  Any liability for the contractually-required OPEB contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   
 
Plan Description - School Employees Retirement System (SERS) 
 
Health Care Plan Description - The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a 
cost-sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the death of a member or retiree, are eligible for SERS’ health care coverage. Most retirees and 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self-insured preferred provider 
organization for its non-Medicare retiree population. For both groups, SERS offers a self-insured 
prescription drug program. Health care is a benefit that is permitted, not mandated, by statute.  The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the 
plan selected, qualified years of service, Medicare eligibility, and retirement status.   
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NOTE 10 – POSTEMPLOYMENT BENEFITS (continued) 
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required pensions and benefits, the 
Retirement Board may allocate the remainder of the employer contribution of 14 percent of covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2018, .5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro-rated if 
less than a full year of service credit was earned. For fiscal year 2018, this amount was $23,700. Statutes 
provide that no employer shall pay a health care surcharge greater than 2 percent of that employer’s 
SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the total statewide 
SERS-covered payroll for the health care surcharge.  For fiscal year 2018, the Academy’s surcharge 
obligation was $6,215.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The Academy’s contractually required contribution to SERS 
was $8,032 for fiscal year 2018.  
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part 
B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the 
report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed 
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees, for the most recent year, pay a portion of the health care costs in the form of a monthly 
premium.  Under Ohio law, funding for post-employment health care may be deducted from employer 
contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2018, STRS did 
not allocate any employer contributions to post-employment health care.   
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NOTE 10 – POSTEMPLOYMENT BENEFITS (continued) 
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB  
 
The net OPEB liability was measured as of June 30, 2017, and the total OPEB liability used to calculate the 
net OPEB liability was determined by an actuarial valuation as of that date. The Academy's proportion of 
the net OPEB liability was based on the Academy's share of contributions to the respective retirement 
systems relative to the contributions of all participating entities.  Following is information related to the 
proportionate share and OPEB expense: 

 

 

SERS STRS Total

Proportion of the Net OPEB Liability

  Prior Measurement Date 0.00873503% 0.01424989%

Proportion of the Net OPEB Liability

  Current Measurement Date 0.00993900% 0.01491839%

Change in Proportionate Share 0.00120397% 0.00066850%

Proportionate Share of the Net OPEB

  Liability 266,737            582,061            848,798            

OPEB Expense 23,778              (172,506)           (148,728)           
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NOTE 10 – POSTEMPLOYMENT BENEFITS (continued) 
 
At June 30, 2018, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  

 
 
$8,032 reported as deferred outflows of resources related to OPEB resulting from Academy contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending June 30, 2019.  Other amounts reported as deferred outflows of resources and deferred 
inflows of resources related to OPEB will be recognized in OPEB expense as follows:  

SERS STRS Total
Fiscal Year Ending June 30:

2019 ($220) ($3,327) ($3,547)
2020 (220) (3,327) (3,547)
2021 (210) (3,327) (3,537)
2022 (176) (3,325) (3,501)
2023 -                 2,893 2,893

Thereafter -                 2,892 2,892

Total ($826) ($7,521) ($8,347)

 

SERS STRS Total

Deferred Outflows of Resources
Differences between expected and

  actual experience -                     33,600              33,600              

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 25,190              30,644              55,834              

Academy contributions subsequent to the 

  measurement date 8,032                 -                     8,032                 

Total Deferred Outflows of Resources 33,222              64,244              97,466              

Deferred Inflows of Resources
Changes of assumptions 25,312              46,887              72,199              

Net difference between projected and

  actual earnings on OPEB plan investments 704                    24,878              25,582              

Changes in proportion and differences

    between contributions and proportionate

    share of contributions -                     -                     -                     

Total Deferred Inflows of Resources 26,016              71,765              97,781              
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NOTE 10 – POSTEMPLOYMENT BENEFITS (continued) 
 
Actuarial Assumptions - SERS 
 
The total OPEB liability is determined by SERS’ actuaries in accordance with GASB Statement No. 74, as 
part of their annual actuarial valuation for each retirement plan. Actuarial valuations of an ongoing plan 
involve estimates of the value of reported amounts (e.g., salaries, credited service) and assumptions about 
the probability of occurrence of events far into the future (e.g., mortality, disabilities, retirements, 
employment terminations). Actuarially determined amounts are subject to continual review and potential 
modifications, as actual results are compared with past expectations and new estimates are made about 
the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point. The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total OPEB liability in the latest actuarial valuation 
date of June 30, 2017, are presented below: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investments

expense, including inflation
Municipal Bond Index Rate:
    Measurement Date 3.56 percent
    Prior Measurement Date 2.92 percent
Single Equivalent Interest Rate, net of plan investment expense,
 including price inflation
    Measurement Date 3.63 percent
    Prior Measurement Date 2.98 percent
Medical Trend Assumption
    Medicare 5.50 to 5.00 percent
    Pre-Medicare 7.50 to 5.00 percent  

 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The most recent experience study was completed for the five-year period ended June 30, 2015.   
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NOTE 10 – POSTEMPLOYMENT BENEFITS (continued) 
 
The long-term expected rate of return on plan assets is reviewed as part of the actuarial five-year 
experience study. The most recent study covers fiscal years 2010 through 2015, and was adopted by the 
Board on April 21, 2016. Several factors are considered in evaluating the long-term rate of return 
assumption including long-term historical data, estimates inherent in current market data, and a log-
normal distribution analysis in which best-estimate ranges of expected future real rates of return were 
developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long-term expected rate of return, 7.50 percent, by weighting the expected future real rates 
of return by the target asset allocation percentage and then adding expected inflation. The capital market 
assumptions developed by the investment consultant are intended for use over a 10-year horizon and 
may not be useful in setting the long-term rate of return for funding pension plans which covers a longer 
timeframe. The assumption is intended to be a long-term assumption and is not expected to change 
absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental 
change in the market that alters expected returns in future years. 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 
as used in the June 30, 2015 five-year experience study, are summarized as follows: 
 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return

 
 

Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2017 was 3.63 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2017 was 2.98 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be made 
from members and the System at the state statute contribution rate of 2.00 percent of projected covered 
employee payroll each year, which includes a 1.50 percent payroll surcharge and 0.50 percent of 
contributions from the basic benefits plan. Based on these assumptions, the OPEB plan’s fiduciary net 
position was projected to become insufficient to make future benefit payments during the fiscal year 
ending June 30, 2025. Therefore, the long-term expected rate of return on OPEB plan assets was used to 
present value the projected benefit payments through the fiscal year ending June 30, 2024 and the Fidelity 
General Obligation 20-year Municipal Bond Index rate of 3.56 percent, as of June 30, 2017 (i.e. municipal 
bond rate), was used to present value the projected benefit payments for the remaining years in the 
projection. The total present value of projected benefit payments from all years was then used to 
determine the single rate of return that was used as the discount rate. The projection of future benefit 
payments for all current plan members was until the benefit payments ran out. 
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NOTE 10 – POSTEMPLOYMENT BENEFITS (continued) 
 
Sensitivity of the Academy's Proportionate Share of the Net OPEB Liability to Changes in the Discount 
Rate and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in 
the discount rate and the health care cost trend rate. The following table presents the net OPEB liability 
of SERS, what SERS' net OPEB liability would be if it were calculated using a discount rate that is 1 
percentage point lower (2.63%) and higher (4.63%) than the current discount rate (3.63%). Also shown is 
what SERS' net OPEB liability would be based on health care cost trend rates that are 1 percentage point 
lower (6.5% decreasing to 4.0%) and higher (8.5% decreasing to 6.0%) than the current rate. 
  

 
 

 
 
 

Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2017, actuarial valuation are presented below:   

 
Inflation 2.50 percent
Projected salary increases 12.50 percent at age 20 to 

 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment

 expenses, including inflation
Payroll Increases 3 percent
Cost-of-Living Adjustments 0.0 percent, effective July 1, 2017
  (COLA)
Blended Discount Rate of Return 4.13 percent
Health Care Cost Trends 6 to 11 percent initial, 4.5 percent ultimate  

 
Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 

Current

1% Decrease Discount Rate 1% Increase

(2.63%) (3.63%) (4.63%)

Academy's proportionate share

  of the net OPEB liability $322,118 $266,737 $222,860

Current

1% Decrease Trend Rate 1% Increase

(6.5 % decreasing (7.5 % decreasing (8.5 % decreasing

to 4.0%) to 5.0%) to 6.0%)

Academy's proportionate share

  of the net OPEB liability $216,437 $266,737 $333,309
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NOTE 10 – POSTEMPLOYMENT BENEFITS (continued) 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between 
ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality 
improvement scale MP-2016. For disabled retirees, mortality rates are based on the RP-2014 Disabled 
Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected forward 
generationally using mortality improvement scale MP-2016. 
 
Actuarial assumptions used in the June 30, 2017, valuation are based on the results of an actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 
Since the prior measurement date, the discount rate was increased from 3.26 percent to 4.13 percent 
based on the methodology defined under GASB Statement No. 74, Financial Reporting for 
Postemployment Benefit Plans Other Than Pension Plans (OPEB) and the long term expected rate of return 
was reduced from 7.75 percent to 7.45 percent. Valuation year per capita health care costs were updated, 
and the salary scale was modified. The percentage of future retirees electing each option was updated 
based on current data and the percentage of future disabled retirees and terminated vested participants 
electing health coverage were decreased. The assumed mortality, disability, retirement, withdrawal and 
future health care cost trend rates were modified along with the portion of rebated prescription drug 
costs. 
 
Also since the prior measurement date, the subsidy multiplier for non-Medicare benefit recipients was 
reduced from 2.1 percent to 1.9 percent per year of service. Medicare Part B premium reimbursements 
were discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 2019.  Subsequent to the current measurement 
date, the date for discontinuing remaining Medicare Part B premium reimbursements was extended to 
January 2020. 
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NOTE 10 – POSTEMPLOYMENT BENEFITS (continued) 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
 

Target
Asset Class Allocation

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

* 10 year annualized geometric nominal returns, which  include the 
real rate of return and inflation of 2.25 percent and does not include 
investment expenses.  Over a 30-year period, STRS' investment
consultant indicates that the above target allocations should
generate a return above the actual rate of return, without net
value added by management.

Long-Term Expected
Rate of Return *

 
 
 

Discount Rate The discount rate used to measure the total OPEB liability was 4.13 percent as of June 30, 
2017. The projection of cash flows used to determine the discount rate assumes STRS Ohio continues to 
allocate no employer contributions to the health care fund. Based on these assumptions, the OPEB plan’s 
fiduciary net position was not projected to be sufficient to make all projected future benefit payments of 
current plan members. The OPEB plan’s fiduciary net position was projected to become insufficient to 
make future benefit payments during the fiscal year ending June 30, 2037.  Therefore, the long-term 
expected rate of return on OPEB plan assets was used to determine the present value of the projected 
benefit payments through the fiscal year ending June 30, 2036 and the Bond Buyer 20-year municipal 
bond rate of 3.58 percent as of June 30, 2017 (i.e. municipal bond rate), was used to determine the present 
value of the projected benefit payments for the remaining years in the projection.  The total present value 
of projected benefit payments from all years was then used to determine the single rate of return that 
was used as the discount rate. The blended discount rate of 4.13 percent, which represents the long-term 
expected rate of return of 7.45 percent for the funded benefit payments and the Bond Buyer 20-year 
municipal bond rate of 3.58 percent for the unfunded benefit payments, was used to measure the total 
OPEB liability as of June 30, 2017.  A blended discount rate of 3.26 percent which represents the long term 
expected rate of return of 7.75 percent for the funded benefit payments and the Bond Buyer 20-year 
municipal bond rate of 2.85 percent for the unfunded benefit payments was used to measure the total 
OPEB liability at June 30, 2016. 
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NOTE 10 – POSTEMPLOYMENT BENEFITS (continued) 
 
Sensitivity of the Academy’s Proportionate Share of the Net OPEB Liability to Changes in the Discount 
and Health Care Cost Trend Rate 
 
The following table represents the net OPEB liability as of June 30, 2017, calculated using the current 
period discount rate assumption of 4.13 percent, as well as what the net OPEB liability would be if it were 
calculated using a discount rate that is one percentage point lower (3.13 percent) or one percentage point 
higher (5.13 percent) than the current assumption. Also shown is the net OPEB liability as if it were 
calculated using health care cost trend rates that are one percentage point lower or one percentage point 
higher than the current health care cost trend rates. 

 
 

 
 
NOTE 11 - CONTINGENCIES 
 
Grants - The Academy received financial assistance from federal and state agencies in the form of grants.  
The disbursement of funds received under these programs generally requires compliance with terms and 
conditions specified in the grant agreements and are subject to audit by the grantor agencies.  Any 
disallowed claims resulting from such audits could become a liability of the Academy.  However, in the 
opinion of management, any such disallowed claims will not have a material adverse effect on the overall 
financial position of the Academy at June 30, 2018. 
 
Litigation - There are currently no matters in litigation with the Academy as defendant. 

 
Full-Time Equivalency - Academy foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  
 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE did not perform such a review on the Academy for fiscal year 2018. 
 

Current

1% Decrease Discount Rate 1% Increase

(3.13%) (4.13%) (5.13%)

Academy's proportionate share

  of the net OPEB liability $781,407 $582,061 $424,512

Current

1% Decrease Trend Rate 1% Increase

(3.13%) (4.13%) (5.13%)

Academy's proportionate share

  of the net OPEB liability $404,391 $582,061 $815,895
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NOTE 11 – CONTINGENCIES (continued) 
 
As of the date of this report, additional ODE adjustments for fiscal year 2018 are not finalized.  As a result, 
the impact of future FTE adjustments on the fiscal year 2018 financial statements is not determinable, at 
this time. Management believes this may result in either an additional receivable to, or a liability of, the 
Academy. 
 
In addition, the Academy’s contracts with their Sponsor and management company require payment 
based on revenues received from the State.  As discussed above, additional FTE adjustments for fiscal year 
2018 are not finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 2018 
financial statements, related to additional reconciliation necessary with these contracts, is not 
determinable.  Management believes this may result in either an additional receivable to, or liability of, 
the Academy.   
 
NOTE 12 – BUILDING LEASE 
 
In September 2008, the Academy entered into a lease agreement with Mosaica Columbus LLC, an 
affiliated company of Mosaica Education, Inc. for the use of a Academy facility located at 6015 East Walnut 
Street, Westerville, OH. In July 2012, the Academy purchased the building from Mosaica Education, Inc. 
Pursuant to this transaction, the lease agreement between the Academy and Mosaica Education, Inc. was 
terminated.  
 
In accordance with the bond transaction (see Note 6), the Academy entered into a lease agreement with 
Columbus–Franklin County Finance Authority dated July 1, 2016. The purpose of this lease was to facilitate 
the bond financing. The rent payments pursuant to this lease will be applied to the debt service of the 
bonds. The lease is subject to annual renewal at the option of the Academy and has successive one-year 
terms for a total of 30 years. 
 
NOTE 13 - SPONSOR 
 
The Academy was approved for operation under a contract renewal with St. Aloysius Orphanage (the 
Sponsor) for a period of five academic years commencing June 30, 2016. As part of this contract, the 
Sponsor is entitled to a maximum of 3% of the foundation funds received by the Academy from the state. 
Total amount due and paid for year ended June 30, 2018 was $152,729. 
 
NOTE 14 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES 
 
The Academy entered into an agreement with Accel Schools, a management company, to provide legal, 
financial, and other management support services for fiscal year 2018. The agreement was for a period of 
five years beginning July 1, 2016. Management fees are calculated as 12.5% of the Academy’s State 
Revenue, plus $20,000 for managing Federal Funds. The total amount due from the Academy for the fiscal 
year ending June 30, 2018 was $659,318 and is included under “Purchased Services” on the Statement of 
Revenues, Expenses and Changes in Net Position. 
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NOTE 14 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES (continued) 
 
Also, per the management agreement, there are expenses that were billed to the Academy based on the 
actual costs incurred by Accel Schools.  These include the costs of providing education and other 
administrative services to the Schools, as well as interest expense. The total amount billed to the Academy 
inclusive of management fees during the year was $2,945,006. 
 
The following table is a summary of the management company expenses during fiscal year 2018: 
 

 
 
Accel Schools charges expenses benefiting more than one Academy (i.e. overhead) are pro-rated based 
on full time equivalent (FTE) head count as of June 30, 2018 by each Academy it manages.  
 

Cornerstone Academy

Regular 
Instruction

(1100 Function 
Codes)

Special 
Instruction

(1200 Function 
Codes)

Support 
Services

(2000 Function 
Codes)

Non-Instructional 
(3000 through 
7000 Function 

Codes)

Total

Direct Expenses: 
Salaries & Wages (100 Object Codes) 1,602,738$     140,825$        356,914$        -$                     2,100,477$ 
Employees’ Benefits (200 Object Codes) 91,071            6,030              34,185            -                       131,286      
Professional & Technical Services (410 Object Codes) -                  -                  679,472          -                       679,472      
Property Services (420 Object Codes) -                  -                  116                 -                       116             
Supplies (500 Object Codes) 5,637              -                  45,667            -                       51,304        
Other Direct Costs (All Other Object Codes) (67,902)           -                  4,070              -                       (63,832)       
Indirect Expenses: 
Overhead -                  -                  685,152          -                       685,152      
  
Total Expenses 1,631,544$     146,855$        1,805,576$     -$                     3,583,975$ 

Attachment 26: Audited Financial Statements Page 2404



CORNERSTONE ACADEMY - FRANKLIN COUNTY, OHIO  
 

NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2018 

48 

 

 
NOTE 15 – IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES AND RESTATEMENT OF NET 
POSITION 
 
For the fiscal year ended June 30, 2018, the Academy has implemented Governmental Accounting 
Standards Board (GASB) Statement No. 75, Accounting and Financial reporting for Postemployment 
Benefits other than Pensions, GASB Statement No. 81, Irrevocable Split-Interest Agreements, GASB 
Statement No. 85, Omnibus 2017 and GASB Statement No. 86, Certain Debt Extinguishments. 
 
GASB Statement No. 75 requires recognition of the entire net postemployment benefits other than 
pensions (other postemployment benefits or OPEB) liability and a more comprehensive measure of 
postemployment benefits expense for OPEB provided to the employees of state and local governmental 
employers through OPEB plans that are administered through trusts or equivalent arrangements. The 
implementation of GASB Statement No. 75 resulted in the inclusion of net OPEB liability and OPEB expense 
components on the accrual financial statements.  See below for the effect on net position as previously 
reported. 
 
GASB Statement No. 81 requires that a government that receives resources pursuant to an irrevocable 
split-interest agreement recognize assets, liabilities, and deferred inflows of resources at the inception of 
the agreement. Furthermore, it requires that a government recognize assets representing its beneficial 
interests in irrevocable split-interest agreements that are administered by a third party, if the government 
controls the present service capacity of the beneficial interests. This Statement also requires that a 
government recognize revenue when the resources become applicable to the reporting period.  The 
implementation of GASB Statement No. 81 did not have an effect on the financial statements of the 
Academy. 
 
GASB Statement No. 85 addresses a variety of topics including issues related to blending component units, 
goodwill, fair value measurement and application, and postemployment benefits. These changes were 
incorporated in the Academy’s fiscal year 2018 financial statements; however, there was no effect on 
beginning net position.  
 
GASB Statement No. 86 addresses the reporting and disclosure requirements of certain debt 
extinguishments including in-substance defeasance transactions and prepaid insurance associated with 
debt that is extinguished. The implementation of GASB Statement No. 86 did not have an effect on the 
financial statements of the Academy. 
 

Net Position June 30, 2017 (5,607,736)$    

Adjustments:
Net OPEB liability (1,011,069)       
Deferred Outflow - Payments Subsequent to Measurement Date 6,462                 

Restated Net Position June 30, 2017 (6,612,343)$    

 
Other than employer contributions subsequent to the measurement date, the Academy made no 
restatement for deferred inflows/outflows of resources as the information needed to generate these 
restatements was not available. 
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NOTE 16 - MANAGEMENT PLAN 
 
For fiscal year 2018, the School had a net position deficit of $(4,125,498), which includes the impact of 
net pension and OPEB liabilities and related accruals. The School’s net deficit in fiscal year 2018 improved 
from the $(6,612,343) restated net deficit in fiscal 2017. Enrollment increased in fiscal year 2018 to 714, 
up from 687 in fiscal year 2017.  The School’s ability to maintain a stable administrative and instructional 
team along with active advertising via print, radio, mailings and through referrals of current parents is 
anticipated to help produce the likelihood of future enrollment growth leading to surpluses and provide 
an opportunity for the school to recover from its prior deficits. 
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2018 2017 2016 2015 2014

Academy's Proportion of the Net Pension Liability 0.00975450% 0.00860120% 0.00739240% 0.00057590% 0.00575900%

Academy's Proportionate Share of the Net Pension Liability 582,809$       629,528$       421,818$       291,460$       342,469$        

Academy's Covered Payroll 294,543$       314,771$       22,253$         169,026$       245,520$        

Academy's Proportionate Share of the Net Pension Liability 197.87% 200.00% 1895.56% 172.44% 139.49%

as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 69.50% 62.98% 69.16% 71.70% 65.52%

Total Pension Liability

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional

      years' will be displayed as it becomes available. 

The amounts presented for each fiscal year were determined as of the measurement date, which is in the prior fiscal year.

 
See accompanying notes to the required supplementary information. 
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2018 2017 2016 2015 2014

Academy's Proportion of the Net Pension Liability 0.01491839% 0.01424989% 0.01374776% 0.01269290% 0.01269290%

Academy's Proportionate Share of the Net Pension Liability 3,543,896$    4,769,868$    3,799,479$    3,087,353$    3,677,634$    

Academy's Covered Payroll 1,640,093$    1,514,186$    1,434,350$    1,396,623$    1,090,185$    

Academy's Proportionate Share of the Net Pension Liability 216.08% 315.01% 264.89% 221.06% 337.34%

as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 75.30% 66.80% 72.10% 74.70% 69.30%

Total Pension Liability

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

The amounts presented for each fiscal year were determined as of the measurement date, which is in the prior fiscal year.

 
 

See accompanying notes to the required supplementary information. 
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2018 2017 2016 2015 2014

Contractually Required Contribution 49,062$      41,236$      44,068$     2,933$     23,427$     

Contributions in Relation to the Contractually 

Required Contribution (49,062)$     (41,236)$     (44,068)$    (2,933)$    (23,427)$    

Contribution Deficiency (Excess) -$           -$           -$          -$         -$          

Academy's Covered Payroll 363,422$    294,543$    314,771$   22,253$    169,026$   

Contributions as a Percentage of

Covered Payroll 13.50% 14.00% 14.00% 13.18% 13.86%  
 

2013 2012 2011 2010 2009

Contractually Required Contribution 33,980$      31,680$      31,680$      27,018$     13,918$    

Contributions in Relation to the Contractually 

Required Contribution (33,980)$     (31,680)$     (31,680)$     (27,018)$    (13,918)$   

Contribution Deficiency (Excess) -$           -$           -$           -$          -$          

Academy's Covered Payroll 245,520$    235,539$    252,029$    199,542$   141,443$   

Contributions as a Percentage of

Covered Payroll 13.84% 13.45% 12.57% 13.54% 9.84%

 

 
 
 

See accompanying notes to the required supplementary information. 
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2018 2017 2016 2015 2014

Contractually Required Contribution 252,635$    229,613$     211,986$     200,809$     181,561$     

Contributions in Relation to the Contractually 

Required Contribution (252,635)$   (229,613)$    (211,986)$    (200,809)$    (181,561)$    

Contribution Deficiency (Excess) -$           -$            -$            -$            -$            

Academy's Covered Payroll 1,804,536$  1,640,093$  1,514,186$  1,434,350$  1,396,623$  

Contributions as a Percentage of

Covered Payroll 14.00% 14.00% 14.00% 14.00% 13.00%

 

2013 2012 2011 2010 2009

Contractually Required Contribution 141,724$     128,848$     114,573$     85,366$       52,871$       

Contributions in Relation to the Contractually 

Required Contribution (141,724)$    (128,848)$    (114,573)$    (85,366)$      (52,871)$      

Contribution Deficiency (Excess) -$            -$            -$            -$            -$            

Academy's Covered Payroll 1,090,185$   991,138$     881,331$     656,662$     406,700$     

Contributions as a Percentage of

Covered Payroll 13.00% 13.00% 13.00% 13.00% 13.00%

 

 
See accompanying notes to the required supplementary information. 
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2018 2017

Academy's Proportion of the Net OPEB Liability 0.00993900% 0.00873503%

Academy's Proportionate Share of the Net OPEB Liability 266,737$      248,981$      

Academy's Covered Payroll 294,543$      314,771$      

Academy's Proportionate Share of the Net OPEB Liability 90.56% 79.10%

as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 12.46% 11.49%

Total OPEB Liability

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of 

information, and additional years' will be displayed as it becomes available.  
 
 

See accompanying notes to the required supplementary information. 
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2018 2017

Academy's Proportion of the Net OPEB Liability 0.01491839% 0.01424989%

Academy's Proportionate Share of the Net OPEB Liability 582,061$       762,088$       

Academy's Covered Payroll 1,640,093$    1,514,186$    

Academy's Proportionate Share of the Net OPEB Liability 35.49% 50.33%

as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 47.10% 37.30%

Total OPEB Liability

               

     

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of 

information, and additional years' will be displayed as it becomes available. 

 
 

 
See accompanying notes to the required supplementary information. 
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2018 2017 2016 2015 2014

Contractually Required Contribution 8,032$        6,462$        4,500$        182$           1,272$        

Contributions in Relation to the Contractually 

Required Contribution (8,032)$       (6,462)$       (4,500)$       (182)$          (1,272)$       

Contribution Deficiency (Excess) -$           -$            -$            -$            -$            

Academy's Covered Payroll 363,422$    294,543$     314,771$     22,253$      169,026$     

OPEB Contributions as a Percentage of

Covered Payroll 2.21% 2.19% 1.43% 0.82% 0.75%

 

 
2013 2012 2011 2010 2009

Contractually Required Contribution 1,979$           1,374$           3,236$           1,060$           6,321$           

Contributions in Relation to the Contractually 

Required Contribution (1,979)$          (1,374)$          (3,236)$          (1,060)$          (6,321)$          

Contribution Deficiency (Excess) -$               -$               -$               -$               -$               

Academy's Covered Payroll 245,520$       235,539$       252,029$       199,542$       141,443$       

OPEB Contributions as a Percentage of

Covered Payroll 0.81% 0.58% 1.28% 0.53% 4.47%

 

 
See accompanying notes to the required supplementary information. 
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2018 2017 2016 2015 2014

Contractually Required Contribution -$           -$            -$            -$            13,966$      

Contributions in Relation to the Contractually 

Required Contribution -$           -$            -$            -$            (13,966)$     

Contribution Deficiency (Excess) -$           -$            -$            -$            -$            

Academy's Covered Payroll 1,804,536$  1,640,093$  1,514,186$  1,434,350$  1,396,623$  

OPEB Contributions as a Percentage of

Covered Payroll 0.00% 0.00% 0.00% 0.00% 1.00%

 

 
2013 2012 2011 2010 2009

Contractually Required Contribution 10,902$       9,911$         8,813$         6,567$         4,067$         

Contributions in Relation to the Contractually 

Required Contribution (10,902)$      (9,911)$        (8,813)$        (6,567)$        (4,067)$        

Contribution Deficiency (Excess) -$             -$             -$             -$             -$             

Academy's Covered Payroll 1,090,185$   991,138$      881,331$      656,662$      406,700$      

OPEB Contributions as a Percentage of

Covered Payroll 1.00% 1.00% 1.00% 1.00% 1.00%

 

 
See accompanying notes to the required supplementary information. 
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Net Pension Liability  
 
Changes of benefit terms - SERS:  
 
There were no changes in benefit terms from the amounts reported for fiscal years 2014-2018. 
 
The following changes were made to the benefit terms in 2018 as identified: The COLA was changed from 
a fixed 3.00% to a COLA that is indexed to CPI-W not greater than 2.5% with a floor of 0% beginning 
January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has enacted a 
three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in assumptions - SERS:  
 
There were no changes in methods and assumptions used in the calculation of actuarial determined 
contributions for fiscal years 2014-2016 and 2018. For fiscal year 2018, the following changes of 
assumptions affected the total pension liability since the prior measurement date: (a) the assumed rate 
of inflation was reduced from 3.25% to 3.00%, (b) payroll growth assumption was reduced from 4.00% to 
3.50%, (c) assumed real wage growth was reduced from 0.75% to 0.50%, (d) Rates of withdrawal, 
retirement and disability were updated to reflect recent experience, (e) mortality among active members 
was updated to RP-2014 Blue Collar Mortality Table with fully generational projection and a five year age 
set-back for both males and females, (f) mortality among service retired members, and beneficiaries was 
updated to the following RP-2014 Blue Collar Mortality Table with fully generational projection with Scale 
BB, 120% of male rates, and 110% of female rates and (g) mortality among disable member was updated 
to RP-2000 Disabled Mortality Table, 90% for male rates and 100% for female rates, set back five years is 
used for the period after disability retirement (h) change in discount rate from 7.75% to 7.5%.   
 
Changes in benefit terms - STRS:  
 
There were no changes in benefit terms from the amounts reported for fiscal years 2014-2017. Effective 
for fiscal year 2018, the cost of living adjustment (COLA) was reduced to zero. 
 
Changes in assumptions - STRS:  
 
There were no changes in methods and assumptions used in the calculation of actuarial determined 
contributions for fiscal years 2014-2018.  For fiscal year 2018, the following changes of assumptions 
affected the total pension liability since the prior measurement date: (a) inflation assumption lowered 
from 2.75% to 2.50%, (b) investment return assumption lowered from 7.75% to 7.45%, (c) total salary 
increases rates lowered by decreasing the merit component of the individual salary increases, as well as 
by 0.25% due to lower inflation, (d) payroll growth assumption lowered to 3.00%, (e) updated the healthy 
and disable mortality assumption to the “RP-2014” mortality tables with generational improvement scale 
MP-2016, (f) rates of retirement, termination and disability were modified to better reflect anticipated 
future experience.  
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Net OPEB Liability  
  
Changes in Assumptions – SERS  
  
Amounts reported for fiscal year 2018 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability as presented below:  
  
Municipal Bond Index Rate: 
    Fiscal year 2018          3.56 percent 
    Fiscal year 2017         2.92 percent 
Single Equivalent Interest Rate, net of plan investment expense, 
 including price inflation 
    Fiscal year 2018          3.63 percent 
    Fiscal year 2017         2.98 percent 
  
 Changes in Assumptions – STRS  
  
For fiscal year 2018, the discount rate was increased from 3.26 percent to 4.13 percent based on the 
methodology defined under GASB Statement No. 74, Financial Reporting for Postemployment Benefit 
Plans Other Than Pension Plans (OPEB) and the long term expected rate of return was reduced from 7.75 
percent to 7.45 percent. Valuation year per capita health care costs were updated, and the salary scale 
was modified. The percentage of future retirees electing each option was updated based on current data 
and the percentage of future disabled retirees and terminated vested participants electing health 
coverage were decreased. The assumed mortality, disability, retirement, withdrawal and future health 
care cost trend rates were modified along with the portion of rebated prescription drug costs.  
  
Also, for fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. 
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December 28, 2018

To the Board of Trustees
Cornerstone Academy
Franklin County, Ohio
6025 East Walnut Street
Westerville, Ohio  43081

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the Cornerstone Academy, Franklin County, 
Ohio (the “Academy”) as of and for the year ended June 30, 2018, and the related notes to the financial 
statements, which collectively comprise the Academy’s basic financial statements, and have issued our report 
thereon dated December 28, 2018, in which we noted the Academy restated their net position to account for the 
implementation of Governmental Accounting Standard Board (GASB) Statement No. 75, “Accounting and 
Financial reporting for Postemployment Benefits other than Pensions”, and the Academy has previously suffered 
recurring losses from operations and has a net position deficiency of $4,125,498, including the effect of net 
pension liability, net OPEB liability and related accruals totaling $3,380,726, that raises substantial doubt about its 
ability to continue as a going concern.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Academy’s internal control 
over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of the Academy’s internal control.  Accordingly, we do not express an 
opinion on the effectiveness of the Academy’s internal control.

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

Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified.
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Cornerstone Academy
Independent Auditor’s Report on Internal Control Over
  Financial Reporting and on Compliance and Other
  Matters Based on an Audit of Financial Statements
  Performed in Accordance with Government Auditing Standards
Page 2 of 2

Compliance and Other Matters

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

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the Academy’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Governmental Auditing 
Standards in considering the Academy’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 

Cambridge, Ohio
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Board of Education 
Cornerstone Academy 
6025 East Walnut Street 
Westerville, Ohio 43081 
 
 
We have reviewed the Independent Auditor’s Report of the Cornerstone Academy, Franklin 
County, prepared by Rea & Associates, Inc., for the audit period July 1, 2016 through June 30, 
2017.  Based upon this review, we have accepted these reports in lieu of the audit required by 
Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying financial 
statements and, accordingly, we are unable to express, and do not express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Cornerstone Academy is responsible for 
compliance with these laws and regulations. 
 
 
 
 
 
 
 
 
Dave Yost 
Auditor of State 
 
February 22, 2018  
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December 26, 2017 
 
To the Board of Trustees 
Cornerstone Academy 
Franklin County, Ohio 
6025 East Walnut Street 
Westerville, Ohio 43081 
 
 

INDEPENDENT AUDITOR'S REPORT 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Cornerstone Academy, Franklin County, Ohio, (the 
“Academy”) as of and for the year ended June 30, 2017, and the related notes to the financial statements, which 
collectively comprise the Academy’s basic financial statements as listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in accordance with 
accounting principles generally accepted in the United States of America; this includes the design, implementation, 
and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are 
free from material misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit 
in accordance with auditing standards generally accepted in the United States of America and the standards 
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the 
United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of 
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, 
the auditor considers internal control relevant to the Academy’s preparation and fair presentation of the financial 
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the Academy’s internal control. Accordingly, we express no such 
opinion. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position 
of the Academy, as of June 30, 2017, and the changes in its financial position and its cash flows for the year then 
ended in accordance with accounting principles generally accepted in the United States of America. 
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Page 2 of 2 
 
Emphasis of a Matter  
 
The accompanying financial statements have been prepared assuming the Academy will continue as a going 
concern. As disclosed in Note 15 to the financial statements, the Academy has previously suffered recurring losses 
from operations and has a net position deficit of $5,607,736 that raises substantial doubt about its ability to continue 
as a going concern. This deficit net position includes the effect of the net pension liability and related accruals 
totaling $4,035,441. Note 15 describes management’s plan regarding these issues. The financial statements do not 
include any adjustments that might result from the outcome of this uncertainty. Our opinion is not modified with 
respect to this matter. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s Discussion 
and Analysis, the Schedule of the Academy's Proportionate Share of Net Pension Liability, and Schedule of the 
Academy’s Contributions on pages 3-8, 35-36, and 37-38, respectively, be presented to supplement the basic 
financial statements. Such information, although not a part of the basic financial statements, is required by the 
Governmental Accounting Standards Board who considers it to be an essential part of financial reporting for placing 
the basic financial statements in an appropriate operational, economic, or historical context. We have applied certain 
limited procedures to the required supplementary information in accordance with auditing standards generally 
accepted in the United States of America, which consisted of inquiries of management about the methods of 
preparing the information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic financial 
statements. We do not express an opinion or provide any assurance on the information because the limited 
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.  
 
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated December 26, 2017 on our 
consideration of the Academy’s internal control over financial reporting and on our tests of its compliance with 
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report 
is to describe the scope of our testing of internal control over financial reporting and compliance and the results of 
that testing, and not to provide an opinion on internal control over financial reporting or on compliance. That report 
is an integral part of an audit performed in accordance with Government Auditing Standards in considering the 
Academy’s internal control over financial reporting and compliance. 

 
 

   
 
 

Cambridge, Ohio 
 

Attachment 26: Audited Financial Statements Page 2428



CORNERSTONE ACADEMY - FRANKLIN COUNTY, OHIO 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2017 - UNAUDITED 

 

 3 

The discussion and analysis of the Cornerstone Academy’s (the “Academy”) financial performance 
provides an overall review of the Academy’s financial activities for the fiscal year ended June 30, 2017. 
Readers should also review the basic financial statements and notes to enhance their understanding of 
the Academy’s financial performance. 
 

HIGHLIGHTS 
 
The Academy finished its tenth year of operations since emerging from a temporary voluntary suspension 
of operations during fiscal year 2007 serving Kindergarten through eighth grade. The Academy suspended 
operations during the period October 1, 2006 through June 30, 2007 and resumed operations July 1, 2007. 
Enrollment varied during fiscal year 2017 but ended with 689 students. 
 
Key highlights for fiscal year 2017 are as follows: 
 

• Net position increased $106,150 as compared to an increase of $1,130,106 in fiscal year 2016. 

• Total revenue decreased from $6,365,524 in fiscal year 2016 to $5,917,340 in fiscal year 2017. 

• Operating expenses, not including interest increased from $4,350,627 in fiscal year 2016 to 
$4,764,023 in fiscal year 2017. 

• The Academy did a bond refunding in July 2016 in order to take advantage of better interest rates. 
 

OVERVIEW OF FINANCIAL STATEMENTS  
 
The financial report consists of three parts – required supplementary information, the basic financial 
statements, and the notes to the financial statements.  These statements are organized so the reader can 
understand the financial position of the academy. Enterprise accounting uses a flow of economic resource 
measurement focus. With this measurement focus, all assets and all liabilities, deferred inflows/ outflows 
of resources are included on the statement of net position. The statement of net position represents the 
statement of position of the Academy. The statement of revenues, expenses, and changes in net position 
presents increases (e.g., revenues) and decreases (e.g. expenses) in net position. The statement of cash 
flows reflects how the Academy finances and meets its cash flow needs.  Finally, the notes to the basic 
financial statements provide additional information that is essential to a full understanding of the data 
provided on the basic financial statements.   
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE 
 
The Academy is not required to present government-wide financial statements as the Academy is engaged 
in only business-type activities. Therefore, no condensed financial information derived from the 
governmental-wide financial statements is included in the discussion and analysis.   The following table 
represents the Academy’s statement of net position at June 30, 2017 and 2016:     
 

2017 2016

Assets:

  Current assets:

    Cash and Cash Equivalents 1,579,188$    469,968$      

    Escrow Assets 396,324        576,903        

    Accounts Receivable 4,346            -               

    Intergovernmental Receivable 45,593 60,898

    Prepaid Expense 40,318 23,106

      Total currents assets 2,065,769 1,130,876

Noncurrent assets:

  Capital Assets, net of Accumulated Depreciation 7,051,321      7,154,098     

  Bond Reserve 817,185        836,150        

     Total noncurrent assets 7,868,506      7,990,248     

Total assets 9,934,275      9,121,124     

Deferred Outflows of Resources:

 Unamortized Deferred Charges on Bond Refinancing 364,410        -               

  Pension (STRS & SERS) 1,363,955      747,220        

Total Deferred Outflows of Resources: 1,728,365      747,220        

Liabilities:

  Current liabilities:

    Accounts Payable, Trade 20,113          30,888          

    Accounts Payable, Related Party 228,813        176,929        

    Accrued Interest Payable 308,712        404,600        

    Accrued Expenses 67,220 60,029

       Total current liabilities 624,858 672,446

Noncurrent liabilities:

  Net Pension Liability 5,399,396 4,221,297

  Noncurrent Portion of Long-term Debt 11,246,122 10,446,920

    Total noncurrent liabilities 16,645,518 14,668,217

       Total liabilities 17,270,376 15,340,663

Deferred Inflows of Resources -               241,567

Net Position

  Net Investment in Capital Assets (2,264,692) (1,803,027)

  Restricted Net Position 137,906        417,817        

  Unrestricted Net Position (3,480,950) (4,328,676)

    Total Net Position (5,607,736)$   (5,713,886)$  

Table 1

Net Position
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Results of fiscal year 2017 indicate an ending net deficit position of ($5,607,736), a positive net position 
increase of $106,150 from fiscal year end 2016. While the change in net position was positive, it was 
mitigated by the impact of accruals required under GASB 68 and costs associated with the bond 
refinancing.  Operationally, the Academy added positive cash flow of $1,109,220 in fiscal year 2017 over 
the prior year.  The fiscal year increases in both cash and net position were the result of increased 
enrollment and more efficient operations.  
 
Under the standards required by GASB 68, the net pension liability equals the Academy’s proportionate 
share of each plan’s collective: 
 

1. Present value of estimated future pension benefits attributable to active and inactive employees’ 
past service  

2. Minus plan assets available to pay these benefits 
 
GASB notes that pension obligations, whether funded or unfunded, are part of the “employment 
exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, and the 
promise of a future pension.  GASB noted that the unfunded portion of this pension promise is a present 
obligation of the government, part of a bargained-for benefit to the employee, and should accordingly be 
reported by the government as a liability since they received the benefit of the exchange.  However, the 
Academy is not responsible for certain key factors affecting the balance of this liability.  In Ohio, the 
employee shares the obligation of funding pension benefits with the employer.  Both employer and 
employee contribution rates are capped by State statute.  A change in these caps requires action of both 
Houses of the General Assembly and approval of the Governor.  Benefit provisions are also determined 
by State statute.  The employee enters the employment exchange with the knowledge that the employer’s 
promise is limited not by contract but by law.  The employer enters the exchange also knowing that there 
is a specific, legal limit to its contribution to the pension system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension system as against the public employer.  State law operates 
to mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the employment exchange with notice as to the law.  The pension system is responsible for the 
administration of the plan.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability.  As explained above, changes in pension benefits, contribution rates,  
and return on investments affect the balance of the net pension liability, but are outside the control of 
the local government.  In the event that contributions, investment returns, and other changes are 
insufficient to keep up with required pension payments, State statute does not assign/identify the 
responsible party for the unfunded portion.  Due to the unique nature of how the net pension liability is 
satisfied, this liability is separately identified within the long-term liability section of the statement of net 
position. 
 
In accordance with GASB 68, the Academy’s statements prepared on an accrual basis of accounting 
include an annual pension expense for their proportionate share of each plan’s change in net pension 
liability not accounted for as deferred inflows/outflows. As a result of implementing GASB 68, the 
Academy is reporting a net pension liability and deferred inflows/outflows of resources related to pension 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
on the accrual basis of accounting.  Current year changes in deferred outflows/ inflows of resources and 
the net pension liability are the result of changes in accruals related to GASB 68. 
 
The following table shows the changes in net position for the following fiscal periods:    
 

2017 2016

Operating Revenues:

  State Aid 5,107,362$    4,658,984$    

  Charge for Services 155,583 231,756

  Miscellaneous 20,434 1,459

    Total Operating Revenues 5,283,379 4,892,199

Operating Expenses:

  Purchased Services 4,460,905 3,759,807

  Depreciation 135,070 298,397

  Supplies 152,934 143,426

  Other Operating Expense 15,114 148,997

    Total Operating Expenses 4,764,023 4,350,627

      Operating Income 519,356 541,572

Non-Operating Revenues and Expenses:

  Federal and State Restricted Grants 633,961 589,937

  Bond Issuance Costs (444,469) -                

  Interest Expense (602,698)        (884,791)        

  Debt Forgiveness -                883,388         

    Net Nonoperating Revenues and Expenses (413,206) 588,534

Change in Net Position 106,150         1,130,106      

Net Position Beginning of Year (5,713,886)     (6,843,992)     

Net Position End of Year (5,607,736)$   (5,713,886)$   

Table 2

Change in Net Position

 
At the onset of planning for the opening of the Academy, management and the board calculated the costs 
and risks associated with offering a high quality educational program that would be competitive with the 
educational programs available at the traditional public Schools and weighed those costs and risks against 
the enhanced educational opportunities that would be available to students.  Based on that analysis, the 
board and its management made the decision to make an investment in the future of the children of this 
community, not based on a plan that was expected to generate large economic profits, but rather on a 
plan that is economically sustainable and that would generate dividends to the community in the form of 
enhanced opportunities for children and families. Resources for the necessary programs came from 
delaying payment on invoices from the Academy’s management company for certain management 
services, other operating expenses and invoices for payroll of Academy staff.   
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 

State Aid increased in 2017 due to increased enrollment.  Non-Operating Revenues decreased in 2017 due 
to prior year recognition of debt forgiveness and the recognition of bond issuance costs in the current 
year.  Total operating expenses have increased $413,396 in fiscal year 2017 as compared to fiscal year 
2016. As previously indicated, the Academy’s enrollment has increased to 689 students and with that the 
expense went up to ensure proper care for those extra students. Pension expense under GASB 68 also 
increased. The student growth is expected to continue and help the Academy achieve an operating surplus 
in fiscal year 2018.  
 

BUDGET 
 

Unlike other public Schools located in the State of Ohio, community Schools are not required to follow 
budgetary provision set forth in the Ohio Revised Code Chapter 5705, other than the development of a 
five-year forecast. The Academy’s contract with its sponsor also requires an annual financial plan.   
 

CAPITAL ASSETS  
 

At June 30, 2017, the Academy had $7,051,321 (net of accumulated depreciation) invested in capital 
assets. The following table summarizes Capital Asset activity for the fiscal year ended:   
 

2017 2016 Change

Land $1,018,700 $1,018,700 $0

Buildings & Improvements 5,987,662        6,091,340        (103,678)       

Leasehold Improvements 11,814             14,133             (2,319)           

Computer Technology 22,819             16,716             6,103            

Furniture & Equipment 10,326             13,209             (2,883)           

$7,051,321 $7,154,098 ($102,777)

Capital Assets at June 30 (Net of Depreciation)

 
For further information regarding the Academy’s capital assets, refer to Note 5 of the basic financial 
statements. 
 

DEBT 
 

At June 30, 2017, the Academy had total debt of $11,134,559 which included two separate debt 
instruments:   
 

One was the $10,640,000 bond offering (listed net of premium) of which no principal payments due within 
one year. This bond debt was newly issued in July 2016 after refunding the 2012 bonds in order to take 
advantage of lower interest rates.    
 

The other debt is the $494,559 related to a $500,000 promissory note executed in 2015 payable to Accel 
Schools, LLC., to finance outstanding invoices for services and/or reimbursable expenses over a multi-year 
term at a fixed interest rate of 4.0%. No principal is due under the note unless the Academy is operating 
at a surplus.   
 
For further information regarding the Academy’s debt, refer to Note 6 to the basic financial statements. 
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OPERATIONS 
 
The Academy is a nonprofit corporation established pursuant to Ohio Revised Code Chapter 3314.  The 
Academy offers education for Ohio children in kindergarten through eighth grade. The Academy is 
independent of any Academy district and is nonsectarian in its programs, admission policies, employment 
practices, and all other operations.  The Academy may lease or acquire facilities as needed and contract 
for any services necessary for the operation of the Academy.   
 

REQUESTS FOR INFORMATION 
 
This financial report is designed to provide citizens, taxpayers, investors, and creditors with a general 
overview of the Academy’s finances and to show the Academy’s accountability for the money it receives.  
If you have any questions concerning this report, please contact the Academy’s Fiscal Officer, C. David 
Massa, CPA of Massa Financial Solutions, LLC at 6015 E. Walnut, Westerville, Ohio 43081. 
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CORNERSTONE ACADEMY - FRANKLIN COUNTY, OHIO 

  
Statement of Net Position 

At June 30, 2017 
 

Assets:

Current Assets:

    Cash and Cash Equivalents 1,579,188$       

    Escrow Assets 396,324            

    Accounts Receivable 4,346

    Intergovernmental Receivable 45,593

    Prepaid Expense 40,318

      Total Current Assets 2,065,769

Noncurrent Assets:

  Bond Reserve Account 817,185

  Capital Assets, net of Accumulated Depreciation 7,051,321

    Total Noncurrent Assets 7,868,506

Total Assets 9,934,275         

Deferred Outflows of Resources:

Unamortized Deferred Charges on Bond Refinancing 364,410            

Pension (STRS & SERS) 1,363,955         

      Total Deferred Outflow of Resources 1,728,365         

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 20,113               

    Accounts Payable, Related Party 228,813            

    Accrued Interest Payable 308,712            

    Accrued Expenses 67,220               

       Total Current Liabilities 624,858            

Noncurrent Liabilities:

  Net Pension Liability 5,399,396

  Noncurrent Portion of Long-term Debt 11,246,122

    Total Noncurrent Liabilities 16,645,518

       Total Liabilities 17,270,376

Net Position:

  Net Investment in Capital Assets (2,264,692)

  Restricted for Other Purpsoes 137,906            

  Unrestricted Net Position (3,480,950)

  Total Net Position (5,607,736)$     

See Accompanying Notes to the Basic Financial Statements  
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CORNERSTONE ACADEMY - FRANKLIN COUNTY, OHIO 

  
Statement of Revenues, 

Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2017 

 

Operating Revenues:

  State Aid 5,107,362$       

  Charge for Services 155,583            

  Miscellaneous 20,434

    Total Operating Revenues 5,283,379

Operating Expenses:

  Purchased Services 4,460,905

  Depreciation 135,070

  Supplies 152,934

  Other Operating Expenses 15,114

    Total Operating Expenses 4,764,023

      Operating Income 519,356

Non-Operating Revenues and (Expenses):

  Federal and State Restricted Grants 633,961

  Bond Issuance Costs (444,469)           

  Interest Expense (602,698)           

    Net Non-operating Revenues and (Expenses) (413,206)

Change in Net Position 106,150            

Net Position Beginning of Year (5,713,886)        

Net Position End of Year (5,607,736)$     

See Accompanying Notes to the Basic Financial Statements  
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CORNERSTONE ACADEMY - FRANKLIN COUNTY, OHIO 

  
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2017 
 

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 5,107,362$       

Charge for Services 155,583            

Other Operating Receipts 16,089               

Cash Payments to Suppliers for Goods and Services (4,278,493)        

Net Cash Provided By Operating Activities 1,000,541         

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Facility Bond Interest Payments (665,886)           

Proceeds from Debt Refunding Bonds 10,640,000       

Payment to Bond Escrow Agent (10,330,940)     

Decrease in Escrow Accounts 180,579            

Decrease in Bond Reserve Accounts 18,965               

Bond Issuance Cost Payments (444,469)           

Premium on Debt Refunding Bonds 116,026            

Note Payable Interest Payments (22,569)             

Federal and State Grant Receipts 649,266            

Net Cash Provided By Noncapital Financing Activities 140,972            

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Purchase of Capital Assets (32,293)             

Net Cash Used For Capital and Related Financing Activities (32,293)             

Net Increase in Cash and Cash Equivalents 1,109,220         

Cash and Cash Equivalents - Beginning of the Year 469,968            

Cash and Cash Equivalents - Ending of the Year 1,579,188$       

See Accompanying Notes to the Basic Financial Statements

 
 
 

 
 
 
 
 
 

(Continued) 
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CORNERSTONE ACADEMY - FRANKLIN COUNTY, OHIO  
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2017 

(Continued) 

Reconciliation of Operating Income to Net Cash Provided By Operating Activities

Operating Income 519,356$          

Adjustments to Reconcile Operating Income to 

Net Cash Provided By Operating Activities:

Depreciation 135,070            

Changes in Assets, Liabilities, and Deferred Inflows and Outflows:

(Increase) in Receivables (4,346)                

(Increase)/ Decrease in Deferred Outflows (616,735)           

Increase/ (Decrease) in Deferred Inflows (241,567)           

Increase/ (Decrease) in Net Pension Liability 1,178,099         

Increase in Prepaid Expense (17,212)             

Decrease in Accounts Payable, Trade (10,775)             

(Decrease) in Accounts Payable, Related Party 51,884               

Increase/Decrease in Accrued Expenses 6,767                 

Net Cash Provided By Operating Activities 1,000,541$       

 
 
See Accompanying Notes to the Basic Financial Statements 

Attachment 26: Audited Financial Statements Page 2438



CORNERSTONE ACADEMY - FRANKLIN COUNTY, OHIO 
 

NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2017  

 

13 
 

NOTE 1 – DESCRIPTION OF ACADEMY 
 

The Cornerstone Academy (the “Academy”) is a nonprofit corporation established pursuant to Ohio 
Revised Code Chapters 3314. The Academy offers education for Ohio children in kindergarten and grades 
1 through 8. The Academy is independent of any Academy district and is nonsectarian in its programs, 
admission policies, employment practices, and all other operation.  The Academy may lease or acquire 
facilities as needed and contract for any services necessary for the operation of the Academy.  The 
Academy is a federally recognized 501(c)(3) nonprofit corporation established pursuant to Ohio Revised 
Code Chapter 1702.  
 
The Academy was approved for operation under contract with the Ohio State Board of Education 
commencing on July 1, 2000. The Academy began the 2005-06 fiscal year under a contract with the St. 
Aloysius Orphanage (the Sponsor) for a period of five academic years commencing after July 1, 2005 and 
ending June 30, 2011. In June of 2011, the Sponsor renewed the charter contract for five academic years 
ending June 30, 2016. In June of 2016, the Sponsor again renewed the charter contract for five academic 
years ending 30, 2021.  The Sponsor is responsible for evaluating the performance of the Academy and 
has the authority to deny renewal of the contract at its expiration or terminate the contract prior to its 
expiration.  
 
Ohio Revised Code Section 3314.02(E) states in part that the Academy operate under the direction of a 
Governing Board that consists of not less than five individuals who are not owners or employees, or 
immediate relatives or owners or employees of any for-profit firm that operates or manages an academy 
for the Governing Board. The Board is responsible for carry out the provisions of the contract that include, 
but are not limited to, state-mandated provision regarding student population, curriculum, academic 
goals, performance standards, admission standards, and qualification of teachers.   
 
The Academy contracts with Accel Schools for management services including management of personnel 
and human resources, the program of instruction, marketing data management, purchasing, strategic 
planning, public relation, financial reporting, recruiting, compliance issues, budgets, contracts, and 
equipment and facilities.   
 

NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The financial statements of the Academy have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards 
Board (GASB) is the accepted standard-setting body for establishing governmental accounting and 
financial reporting principles. The more significant of the Academy’s accounting policies are described 
below. 
 
Basis of Presentation - The Academy’s basic financial statements consist of a statement of net position; a 
statement of revenues, expenses, and changes in net position; and a statement of cash flows. The 
Academy uses a single enterprise presentation for its financial records.  Enterprise reporting focuses on 
the determination of operating income, changes in net position, financial position, and cash flows.   
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Measurement Focus - The enterprise activity is accounted for using a flow of economic resources 
measurement focus. All assets/ deferred outflows of resources and liabilities/ deferred inflows of 
resources associated with the operation of the Academy are included on the statement of net position. 
The statement of revenues, expenses, and changes in net position presents increases (e.g. revenues) and 
decreases (e.g. expenses) in net position. The statement of cash flows reflects how the Academy finances 
meet its cash flow needs.  
 
Basis of Accounting - Basis of accounting determines when transactions are recorded in the financial 
records and reported on the financial statements. The Academy’s financial statements are prepared using 
the accrual basis of accounting. Revenue resulting from exchange transactions, in which each party gives 
and receives essentially equal value, is recorded on the accrual basis when the exchange takes place.  
Revenue resulting from nonexchange transactions, in which Academy receives value without directly 
giving equal value in return, such as grants and entitlements, are recognized in the period in which all 
eligibility requirements have been satisfied.   Eligibility requirements include timing requirements, which 
specify the period when the resources are required to be used or the period when use is first permitted, 
matching requirements, in which the Academy must provide local resources to be used for a specified 
purpose, and expenditure requirements, in which the resources are provided to the Academy on a 
reimbursement basis.  Expenses are recognized at the time they are incurred. 
 
Budgetary Process - Unlike other public Schools located in the State of Ohio, community Schools are not 
required to follow budgetary provision set forth in the Ohio Revised Code Chapter 5705, unless specifically 
provided by the Academy’s contract with its sponsor. The contract between the Academy and its sponsor, 
the St.  Aloysius Orphanage, does not prescribe a budgetary process for the Academy, but it does require 
that estimated budgets be submitted to the Sponsor prior to the start of each fiscal year.   
 
Cash and Cash Equivalents - Cash received by the Academy is reflected as “Cash and Cash Equivalents” 
on the statement of net position.  The Academy had no investments during the period ended June 30, 
2017. 
 
Capital Assets - The Academy’s capital assets during the year ended June 30, 2017 consisted of land, 
building and improvements, leasehold improvements, computer technology, furniture and other 
equipment.  All capital assets are capitalized at cost and updated for additions and retirements during the 
fiscal year.  Donated capital assets are recorded at their acquisition value as of the date received. The 
Academy maintains a capitalization threshold of one thousand five hundred dollars.  The Academy does 
not have any infrastructure. Improvements are capitalized. The costs of normal maintenance and repairs 
that do not add to the value of the asset or materially extend an asset’s life are not capitalized.   
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Capital Assets (continued) 
 
All capital assets, except land are depreciated. Improvements are depreciated over the remaining useful 
lives of the related capital assets.  Depreciation is computed using the straight-line method over the 
following useful lives:   
 

   

Description Useful Lives

Buildings and Improvements 30 years

Leasehold Improvements 15 years

Computer Technology 5 years

Furniture and Equipment 5-20 years  
 
Net position - Net position represents the difference between assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources. Net position is reported as restricted when there are 
limitations imposed on their use either through the enabling legislation adopted by Academy or through 
external restrictions imposed by creditors, grantors, or laws or regulations of other governments.  The 
Academy applies restricted resources first when an expense is incurred for purposes for which both 
restricted and unrestricted net position is available. At June 30, 2017, the Academy reported $137,906 in 
restricted net position for cash in escrow and reserve accounts, net of related debt for future principal 
payments and ($2,264,692) of net position invested in capital assets, net of accumulated depreciation and 
net of related debt. 
 
Operating Revenues and Expenses - Operating revenues are those revenues that are generated directly 
from the primary activity of the Academy.  Operating expenses are necessary costs incurred to provide 
the service that is the primary activity of the Academy.  All revenues and expenses not meeting this 
definition are reported as non-operating. 

 
Deferred Inflows and Deferred Outflows of Resources - In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of resources represent a consumption of net position that applies to a future period and will not be 
recognized as an outflow of resources (expense/expenditure) until then. For the Academy, deferred 
outflows of resources are reported on the statement of net position for pension. The deferred outflows 
of resources related to pension are explained in Note 9. 
 
When utilizing the accrual basis of accounting, unamortized deferred charges on debt refinancing are 
reported as a deferred outflow of resources.  Deferred charges on refunding result from the difference in 
the carrying value of refunded debt to its acquisition price.  This amount is deferred and amortized over 
the shorter period of the life of the refunded debt or of the refunding debt. 

 
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. These amounts are deferred and recognized as an inflow 
of resources in the period the amounts become available. In fiscal year 2017, there were no deferred 
inflows of resources reported on the statement of net position.  
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Pensions - For purposes of measuring the net pension liability, deferred outflows of resources and 
deferred inflows of resources related to pensions and pension expense, information about the fiduciary 
net position of the pension plans and additions to/deletions from their fiduciary net position have been 
determined on the same basis as they are reported by the pension systems. For this purpose, benefit 
payments (including refunds of employee contributions) are recognized when due and payable in 
accordance with the benefit terms. The pension systems report investments at fair value. 
 
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from those estimates.  
 
Implementation of New Accounting Principles - For the fiscal year ended June 30, 2017, the Academy has 
implemented Governmental Accounting Standards Board (GASB) Statement No. 77, Tax Abatement 
Disclosures, GASB Statement No. 78, Pensions Provided through Certain Multiple-Employer Defined 
Benefit Pension Plans, GASB Statement No. 80, Blending Requirements for Certain Component Units - an 
amendment of GASB Statement No. 14 and GASB Statement No. 82, Pension Issues - an amendment of 
GASB Statements No. 67, No. 68, and No. 73. 
 
GASB Statement No. 77 requires disclosure of tax abatement information about (1) a reporting 
government’s own tax abatement agreements and (2) those that are entered into by other governments 
and that reduce the reporting government’s tax revenues. The implementation of GASB Statement No. 
77 did not have an effect on the financial statements of the Academy.  
 
GASB Statement No. 78 amends the scope of GASB Statement No. 68 to exclude certain multiple-employer 
defined benefit pension plans provided to employees of state and local governments on the basis that 
obtaining the measurements and other information required by GASB Statement No. 68 was not feasible. 
The implementation of GASB Statement No. 78 did not have an effect on the financial statements of the 
Academy. 
 
GASB Statement No. 80 amends the blending requirements for the financial statement presentation of 
component units of all state and local governments. The additional criterion requires blending of a 
component unit incorporated as a not-for-profit corporation in which the primary government is the sole 
corporate member. The implementation of GASB Statement No. 80 did not have an effect on the financial 
statements of the Academy. 
 
GASB Statement No. 82 improves consistency in the application of pension accounting. These changes 
were incorporated in the Academy’s fiscal year 2017 financial statements; however, there was no effect 
on beginning net position. 
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NOTE 3 - DEPOSITS 
 
At June 30, 2017, the Academy’s book balance was $1,579,188, and the bank balance was $1,624,015. 
$250,578 of the bank balance was covered by federal depository insurance, while $1,373,437 was exposed 
to custodial credit risk. There are no significant statutory restrictions regarding the deposit and investment 
of funds by the nonprofit corporation. 
 
Custodial credit risk is the risk that, in the event of a bank failure, the Academy’s deposits may not be 
returned.  The Academy does not have a deposit policy for custodial credit risk. All bank deposits are 
collateralized with eligible securities in amounts equal to at least 105% of the carrying value of the 
deposits. Such collateral as permitted by the Ohio Revised Code, is held in single financial collateral pools 
at the Federal Reserve Banks or at member banks of the federal reserve system, in the name of the 
respective depository bank and pledged as a pool of collateral against all of the public deposits or as 
specific collateral held at the Federal Reserve Bank in the name of the Academy. 

 
NOTE 4 - RECEIVABLES 
 
At June 30, 2017, the Academy had intergovernmental receivables in the amount of $45,593 representing 
monies due from State Foundation payment, Title I, IDEA-B, and Academy Counselor Grant, which was 
not received as of year-end. The receivables are expected to be collected within one year.   
 

NOTE 5 – CAPITAL ASSETS 
 
Capital asset activity for the period July 1, 2016 to June 30, 2017, was as follows: 
 

Balance Balance

June 30, 2016 Additions Deletions June 30, 2017

Capital Assets

Land (not depreciated) 1,018,700$       -$                -$               1,018,700$       

Buildings and Improvements 7,185,192         -                  -                 7,185,192         

Leasehold Improvements 34,783              -                  -                 34,783              

Computer Technology 139,182 18,077            -                 157,259            

Furniture & Equipment 226,416 14,216 -                 240,632            

Total Capital Assets 8,604,273 32,293 -                 8,636,566

Less: Accumulated Depreciation

Buildings and improvements (1,093,852)        (103,678)         -                 (1,197,530)        

Leasehold Improvements (20,650) (2,319) -                 (22,969)             

Computer  Technology (122,466) (11,974) -                 (134,440)           

Furniture & Equipments (213,207) (17,099) -                 (230,306)           

Total Accumulated Depreciation (1,450,175) (135,070) -                 (1,585,245)

 

Capital Assets, Net 7,154,098$       (102,777)$       -$               7,051,321$       
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NOTE 6 – LONG-TERM OBLIGATIONS 
 
Changes in the Academy’s long-term obligations during fiscal year 2017 were as follows: 
                                          

Balance   Balance

6/30/2016 Additions Reductions 6/30/2017

Net Pension Liability:

STRS 3,799,479$      970,389$       -$               4,769,868$    -$              

SERS 421,818           207,710         -                 629,528         -                

Total Net Pension Liability 4,221,297        1,178,099      -                 5,399,396      -                

Other Long-Term Obligations:

Revenue Bonds - Series A 2012 9,520,000        -                (9,520,000)     -                -                

Revenue Bonds - Series B 2012 620,000           -                (620,000)        -                -                

Less: Bond Discount (187,639)          -                187,639          -                -                

Revenue Bonds - Series A 2016 -                   9,715,000      -                 9,715,000      -                

Revenue Bonds - Series B 2016 925,000         925,000         -                

Add: Bond Premium 116,026         (4,463)            111,563         -                

Notes Payable - Accel 494,559           -                -                 494,559         -                

Total Other Long-term Obligations 10,446,920      10,756,026    (9,956,824)     11,246,122    -                

 

Total Long-term Obligations 14,668,217$    11,934,125$  (9,956,824)$   16,645,518$  -$              

Due Within 

One Year

 
Revenue Bonds - In July 2012, the Academy issued Revenue Bonds totaling $10,140,000, with an 
underwriter’s discount of $228,150 and an original issue discount of $187,639, with the Columbus-
Franklin County Finance Authority. Under the terms of the bond agreement the Authority acquired the 
property at that time. The properties are leased back to the Academy through annual lease renewals 
through July 2042. In July 2016, the Academy refinanced the bonds at a premium, to realize savings from 
lower interest rates. The outstanding principal balance as of June 30, 2017 is $10,640,000 (excluding 
premium) and interest payable of $308,712.  
 
The reacquisition price exceeded the net carrying amount of the 2012 debt by $378,579.  The loss on 
refinancing is reported as “unamortized charges on bond refinancing”. 
 
The bonds were issued in two Series as follows: 
 
Series A: Tax exempt redeemable lease revenue bonds totaling $9,715,000. The Series A bears interest at 
5.75%. Annual payments are interest only through fiscal 2022. Thereafter, monthly principal payments 
are required until maturity in July 2042.  
 
Series B: Taxable redeemable lease revenue bonds totaling $925,000. The Series B bears interest at 5.25%. 
Annual payments are interest only through fiscal 2018. Thereafter, monthly principal payments are 
required until maturity in July 2022. 
 
The Academy’s lease obligations meet the criteria of a capital lease as defined by the Standards, and have 
been recorded in the financial statements. Land, Building, and Building Improvements are being 
depreciated over the useful life. Improvements were completed during the fiscal year.  
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NOTE 6 – LONG-TERM OBLIGATIONS (continued) 
 
Both the Series A and Series B require the Academy to comply with certain financial covenants including the 
requirement to maintain a certain amount of operating cash on hand, debt coverage ratio, and financial 
statement filing deadline. As of June 30, 2017, the Academy is in compliance with those covenants. The 
bonds are secured by the facility and a guaranty by Accel Schools, LLC (see Note 14), and required the 
forgiveness of accounts payable, related party, for amounts owed Accel Schools, LLC. for back rent. In 
addition, the Academy entered into a state Academy aid direction whereby the Academy directs the Ohio 
Department of Education to deposit the gross revenues into an account held by the bond Trustee, and shall 
be paid out in order of priority, a) transferred to debt service account and or redemption account to satisfy 
overdue and unpaid obligations, b) scheduled bond payments, c) replenish debt service fund, d) pay 
additional rent or make further payments, e) deposit to repair and replacement account to the extent 
available $2,500 per month not to exceed $27,500 per year, until the reserve balance is $275,000. 
 
As part of the agreement for the leases, monies were deposited into several escrow accounts with US Bank, 
N.A. Payments for construction and financing activities have been paid from these accounts. Lease 
payments were made by the Academy to cover Bond interest and administrative fees due in January and 
July 2014 and to make deposits in reserve accounts. Funds were deposited from the initial bond proceeds 
into an operating reserve and a reserve fund for future operating and debt service needs. A supplemental 
reserve, to be used for future debt service is funded by payments of the base lease payment for the full 
bond term. The balances of the escrow and reserve accounts as of June 30, 2017 were $396,324 and 
$817,185 respectively. The assets acquired through the capital lease as of June 30, 2017 were Land of 
$1,018,700 and Buildings and Improvements of $7,185,192.  Accumulated depreciation on the buildings and 
improvements to date totaled $1,197,530.  Interest in the amount of $665,886 was paid during fiscal year 
2017 on the bonds.  
 
The balances of the bond escrow and reserve accounts as of June 30, 2017 are as follows: 

Reserve Fund 817,185$   

Total Reserve Fund 817,185$   

Repair and Replacement Fund 27,521$     

Bond Interest Fund 321,163     

Project Fund 35,000       

Refunding Account 12,640       

Total Escrow Accounts 396,324$   

 
Notes Payable - In 2010, the Academy executed a $1,238,877 promissory note payable to Mosaica Education, 
Inc., a related party (see note 14), to finance outstanding invoices for services and/or reimbursable expenses 
over a multi-year term at a fixed interest rate of 7.0%. This note was cancelled and reissued with a date of 
June 30, 2012. The interest rate remained the same. Quarterly installments were due beginning September 
15, 2012 and continue through maturity on June 30, 2027. The note was subsequently cancelled by Accel 
Schools, LLC., in July 2015 and a note was reissued in the amount of $500,000 for a 30-year term with an 
interest rate of 4.0%.  No principal was paid in fiscal 2017, however principal payments are not required 
unless the Academy is operating at a surplus (principal payments are scheduled for fiscal year 2018 as a result 
of the Academy’s surplus position) Interest in the amount of $22,569 was paid during the fiscal year. 
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NOTE 6 – LONG-TERM OBLIGATIONS (continued) 
 
The following is a schedule of remaining debt service on these obligations: 
 

Principal Interest Principal Interest Total Debt Service

2018 -$                 616,425$        -$           20,000$     636,425$                    

2019 195,000 604,237 -              20,000       819,237                      

2020 210,000 591,112 -              20,000       821,112                      

2021 225,000 577,050 -              20,000       822,050                      

2022 235,000 562,362 -              20,000       817,362

2023-2027 1,410,000 2,576,575 -              100,000     4,086,575                   

2028-2032 1,865,000 2,095,012 -              100,000     4,060,012                   

2033-2037 2,465,000 1,459,350 -              100,000     4,024,350                   

2038-2042 3,265,000 539,200 -              100,000     3,904,200                   

2043-2045 770,000          -                   494,559     60,000       1,324,559                   

Total 10,640,000$  9,621,325$     494,559$  560,000$  21,315,884$              

Accel

Bond Series A & B Promissory Note

Revenue

 
NOTE 7 – RISK MANAGEMENT 
 
Property and Liability - The Academy is exposed to various risks of loss related to torts; theft or damage 
to, and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  During 
fiscal year 2017, the Academy contracted with Brown & Brown of Marmora through The Hartford for 
property and general liability insurance.   
 

General Liability:

Each Occurrence $1,000,000

Aggregate Limit 2,000,000    

Products - Completed Operations Aggregate Limit 2,000,000    

Medical Expense Limit - Any One Person/Occurrence 15,000         

Damage to Rented Premises - Each Occurrence 500,000       

Personal and Advertising Injury 1,000,000    

Automobile Liability:

Combined Single Limit 1,000,000    

Buildings 6,950,000    

Business Personal Property 607,800       

Excess/Umbrella Liability:

Each Occurrence 5,000,000    

Aggregate Limit 5,000,000     
 
Settled claims have not exceeded this commercial coverage in the prior three years and there have been 
no significant reductions in insurance coverage from the prior year. 
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NOTE 7 – RISK MANAGEMENT (continued) 
 
Workers’ Compensation - The Academy pays the State Workers’ Compensation System a premium for 
employee injury coverage. The premium is calculated by multiplying the monthly total gross payroll by a 
factor that is calculated by the State. 
 
Other Employee Benefits - The Academy provides life insurance and accidental death and 
dismemberment, medical/surgical, dental and vision insurance to most employees through School 
Employees’ Health and Welfare Benefits Plan and Trust.  Depending upon the plan chosen, the employees 
share the cost of the monthly premium with the Board. 

 
NOTE 8 – PURCHASED SERVICES 
 
For fiscal year ended June 30, 2017, purchased service expenses were for the following services: 
 

Purchased Services 2017

Personnel Services $2,858,599

Professional Fees 912,677

Building Services 333,115

Food Services 162,839

Sponsor Services 147,207

Other 46,468

$4,460,905
 

 

NOTE 9 – DEFINED BENEFIT PENSION PLANS 
 
Net Pension Liability - The net pension liability reported on the statement of net position represents a 
liability to employees for pensions. Pensions are a component of exchange transactions—between an 
employer and its employees—of salaries and benefits for employee services.  Pensions are provided to an 
employee—on a deferred-payment basis—as part of the total compensation package offered by an 
employer for employee services each financial period.  The obligation to sacrifice resources for pensions 
is a present obligation because it was created as a result of employment exchanges that already have 
occurred. 
 
The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   
 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which pensions are financed; however, the 
Academy does receive the benefit of employees’ services in exchange for compensation including 
pension.  
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Net Pension Liability (continued) 
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State legislature.  Any resulting legislative change to benefits or funding could 
significantly affect the net pension liability.  Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability 
on the accrual basis of accounting.  Any liability for the contractually-required pension contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   
School Employees Retirement System (SERS) 
 
Plan Description – Academy non-teaching employees participate in SERS, a cost-sharing multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability and 
survivor benefits, annual cost-of-living adjustments, and death benefits to plan members and 
beneficiaries.  Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  
SERS issues a publicly available, stand-alone financial report that includes financial statements, required 
supplementary information and detailed information about SERS’ fiduciary net position.  That report can 
be obtained by visiting the SERS website at www.ohsers.org under Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 
 

 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
One year after an effective benefit date, a benefit recipient is entitled to a three percent cost-of-living 
adjustment (COLA).  This same COLA is added each year to the base benefit amount on the anniversary 
date of the benefit. 
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
School Employees Retirement System (SERS) - continued 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the Academy is required to contribute 14 percent of annual covered payroll.  The contribution 
requirements of plan members and employers are established and may be amended by the SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent for 
employers.  The Retirement Board, acting with the advice of the actuary, allocates the employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B 
Fund, and Health Care Fund).  For the fiscal year ended June 30, 2017, the allocation to pension, death 
benefits, and Medicare B was 14 percent.  SERS did not allocate any employer contributions to the Health 
Care Fund for fiscal year 2017. 
 
The Academy’s contractually required contribution to SERS was $41,236 for fiscal year 2017. 
 
State Teachers Retirement System (STRS) 
 
Plan Description – Academy licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307.  
The DB plan offers an annual retirement allowance based on final average salary multiplied by a 
percentage that varies based on years of service.  Effective August 1, 2015, the calculation was 2.2 percent 
of final average salary for the five highest years of earnings multiplied by all years of service. Members 
are eligible to retire at age 60 with five years of qualifying service credit, or at age 55 with 26 years of 
service, or 31 years of service regardless of age.  Eligibility changes will be phased in until August 1, 2026, 
when retirement eligibility for unreduced benefits will be five years of service credit and age 65, or 35 
years of service credit and at least age 60. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination 
of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
State Teachers Retirement System (STRS) – continued 
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
Member contributions to the DC Plan are allocated among investment choices by the member, and 
contributions to the DB Plan from the employer and the member are used to fund the defined benefit 
payment at a reduced level from the regular DB Plan. The defined benefit portion of the Combined Plan 
payment is payable to a member on or after age 60 with five years of service. The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity 
after termination of employment at age 50 or later. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another STRS plan.  The optional annuitization of a member’s defined contribution account or the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of investment gain or loss on the account.  STRS has therefore included all three plan 
options as one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2017, plan members were required to contribute 14 percent of their annual covered salary. The 
Academy was required to contribute 14 percent; the entire 14 percent was the portion used to fund 
pension obligations.  The fiscal year 2017 contribution rates were equal to the statutory maximum rates. 

 

The Academy’s contractually required contribution to STRS was $229,613 for fiscal year 2017.  
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
State Teachers Retirement System (STRS) – continued 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 

Related to Pensions - The net pension liability was measured as of June 30, 2016, and the total pension 
liability used to calculate the net pension liability was determined by an independent actuarial valuation 
as of that date. The Academy's employer allocation percentage of the net pension liability was based on 
the employer’s share of employer contributions in the pension plan relative to the total employer 
contributions of all participating employers. Following is information related to the proportionate share 
and pension expense: 
 

STRS SERS Total

Proportionate Share of the Net 

  Pension Liability $4,769,868 $629,528 $5,399,396

Proportion of the Net Pension Liability:

  Current Measurement Date 0.01424989% 0.00860120%

  Prior Measurement Date 0.01374776% 0.00739240%

Change in Proportionate Share 0.00050213% 0.00120880%

Pension Expense $472,036 $118,610 $590,646

 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, changes in assumptions and changes in the Academy’s proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods. The difference between projected and actual investment 
earnings is recognized in pension expense using a straight line method over a five year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight line method. Employer 
contributions to the pension plan subsequent to the measurement date are also required to be reported 
as a deferred outflow of resources.  
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
State Teachers Retirement System (STRS) – continued 
 
At June 30, 2017, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  

STRS SERS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience $192,726 $8,492 $201,218

Net difference between projected and

  actual earnings on pension plan investments 396,028 51,927 447,955

Changes of assumptions -             42,025 42,025

Changes in proportionate share and differences

 Between Academy contributions and proportionate 

 Share of contributions 296,547      105,361 401,908

Academy contributions subsequent to the 

  measurement date 229,613      41,236 270,849

Total Deferred Outflows of Resources $1,114,914 $249,041 $1,363,955

Deferred Inflows of Resources

Changes in proportion and differences between

Academy contributions and proportionate

Share of contributions -$           -$           -$          

 
$270,849 reported as deferred outflows of resources related to pension resulting from Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2018.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to pension will be recognized in pension expense as follows:  
 

                       

STRS SERS Total

Fiscal Year Ending June 30:

2018 182,433$    69,379$     251,812$     

2019 182,435 69,346 251,781

2020 334,400 54,154 388,554

2021 186,033 14,926 200,959

Total $885,301 $207,805 $1,093,106
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – SERS - SERS’ total pension liability was determined by their actuaries in accordance 
with GASB Statement No. 67, as part of their annual actuarial valuation for each defined benefit 
retirement plan.  Actuarial valuations of an ongoing plan involve estimates of the value of reported 
amounts (e.g., salaries, credited service) and assumptions about the probability of occurrence of events 
far into the future (e.g., mortality, disabilities, retirements, employment termination).  Actuarially 
determined amounts are subject to continual review and potential modifications, as actual results are 
compared with past expectations and new estimates are made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point.  The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant.  In many cases actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2016, are presented below: 
 

Wage Inflation 3.00 percent

Future Salary Increases, including inflation 3.50 percent to 18.20 percent

COLA  or Ad Hoc COLA 3.00 percent

Investment Rate of Return 7.50 percent net of investments expense, including inflation

Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)

 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection and a five year age set-back for both males and females.  Mortality among 
service retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection with Scale BB, 120 percent of male rates and 110 percent of female rates.  
Mortality among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 percent 
for male rates and 100 percent for female rates, set back five years is used for the period after disability 
retirement.  
 
The actuarial assumptions used in the June 30, 2016 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, payroll 
growth assumption and assumed real wage growth were reduced in the June 30, 2016 actuarial valuation.  
The rates of withdrawal, retirement and disability updated to reflect recent experience and mortality rates 
were also updated. 
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – SERS (continued) 
 
The long-term return expectation for the Pension Plan Investments has been determined by using a 
building-block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating an arithmetic weighted average of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the expected return from rebalancing uncorrelated asset classes. The target allocation and best estimates 
of arithmetic real rates of return for each major assets class are summarized in the following table: 
 

 
 

Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute.  Projected inflows from investment earnings were calculated using the long-term assumed 
investment rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of projected 
benefits to determine the total pension liability.   
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the Academy’s proportionate share of the net pension liability calculated 
using the discount rate of 7.50 percent, as well as what each plan’s net pension liability would be if it were 
calculated using a discount rate that is one percentage point lower (6.50 percent), or one percentage 
point higher (8.50 percent) than the current rate. 

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

Academy's proportionate share

  of the net pension liability $833,456 $629,528 $458,832

 
 

Asset Class

Cash 1.00 % 0.50 %

US Stocks 22.50 4.75

Non-US Stocks 22.50 7.00

Fixed Income 19.00 1.50

Private Equity 10.00 8.00

Real Assets 15.00 5.00

Multi-Asset Strategies 10.00 3.00

100.00 %

Target Long Term Expected

Allocation Real Rate of Return
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – STRS - The total pension liability in the June 30, 2016, actuarial valuation was 
determined using the following actuarial assumptions, applied to all periods included in the 
measurement:  
 

 
Mortality rates were based on the RP-2000 Combined Mortality Table (Projection 2022—Scale AA) for 
Males and Females.  Males’ ages are set-back two years through age 89 and no set-back for age 90 and 
above.  Females younger than age 80 are set back four years, one year set back from age 80 through 89 
and no set back from age 90 and above.   

 
Actuarial assumptions used in the June 30, 2016, valuation are based on the results of an actuarial 
experience study, effective July 1, 2012. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
 

                                
 

*10-year annualized geometric nominal returns, which include the real rate of return and inflation of 2.50 
percent and does not include investment expenses. The total fund long-term expected return reflects 
diversification among the asset classes and therefore is not a weighted average return of the individual 
asset classes.  
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Discount Rate The discount rate used to measure the total pension liability was 7.75 percent as of June 
30, 2016. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate increases 
described above. For this purpose, only employer contributions that are intended to fund benefits of 
current plan members and their beneficiaries are included.  Projected employer contributions that are 
intended to fund the service costs of future plan members and their beneficiaries, as well as projected 
contributions from future plan members, are not included.  Based on those assumptions, STRS’ fiduciary 
net position was projected to be available to make all projected future benefit payments to current plan 
members as of June 30, 2016.  Therefore, the long-term expected rate of return on pension plan 
investments of 7.75 percent was applied to all periods of projected benefit payment to determine the 
total pension liability as of June 30, 2016. 

 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the Academy's proportionate share of the net pension liability as of 
June 30, 2016, calculated using the current period discount rate assumption of 7.75 percent, as well as 
what the Academy's proportionate share of the net pension liability would be if it were calculated using a 
discount rate that is one-percentage-point lower (6.75 percent) or one-percentage-point higher (8.75 
percent) than the current rate: 

Current

1% Decrease Discount Rate 1% Increase

(6.75%) (7.75%) (8.75%)

Academy's proportionate share

  of the net pension liability $6,338,767 $4,769,868 $3,446,409

 
Changes Between Measurement Date and Report Date - In March 2017, the STRS Board adopted certain 
assumption changes which will impact their annual actuarial valuation prepared as of June 30, 2017.  The 
most significant change is a reduction in the discount rate from 7.75 percent to 7.45 percent.  In April 
2017, the STRS Board voted to suspend cost of living adjustments granted on or after July 1, 
2017.  Although the exact amount of these changes is not known, the overall decrease to Academy’s net 
pension liability is expected to be significant.  
 

NOTE 10 – POSTEMPLOYMENT BENEFITS 
 
School Employees Retirement System (SERS) 
 
Health Care Plan Description - The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non-certificated retirees and their beneficiaries.  For GASB 45 purposes, this plan is considered a 
cost-sharing, multiple-employer, defined benefit other postemployment benefit (OPEB) plan.  The Health 
Care Plan includes hospitalization and physicians’ fees through several types of plans including HMO’s, 
PPO’s, Medicare Advantage, and traditional indemnity plans as well as a prescription drug program. The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
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NOTE 10 – POSTEMPLOYMENT BENEFITS 
 
School Employees Retirement System (SERS) (Continued) 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Health care is financed through a combination of employer contributions and 
retiree premiums, copays and deductibles on covered health care expenses, investment returns, and any 
funds received as a result of SERS’ participation in Medicare programs. Active employee members do not 
contribute to the Health Care Plan.  Retirees and their beneficiaries are required to pay a health care 
premium that varies depending on the plan selected, the number of qualified years of service, Medicare 
eligibility and retirement status. 
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required basic benefits, the Retirement Board 
allocates the remainder of the employer contribution of 14 percent of covered payroll to the Health Care 
Fund. For fiscal year 2017, SERS did not allocate any employer contributions to the Health Care fund.   In 
addition, employers pay a surcharge for employees earning less than an actuarially determined minimum 
compensation amount, pro-rated according to service credit earned. For fiscal year 2017, this amount was 
$23,500.  Statutes provide that no employer shall pay a health care surcharge greater than 2 percent of 
that employer’s SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the 
total statewide SERS-covered payroll for the health care surcharge. For fiscal year 2017, the Academy’s 
surcharge obligation was $4,500. 
 
For fiscal years 2016 and 2017, SERS did not allocate employer contributions to the Health Care fund.  The 
Academy’s contributions for health care for the fiscal year ended June 30, 2015, was $182. The full amount 
has been contributed for fiscal year 2015. 
 
State Teachers Retirement Systems (STRS) 

 
Plan Description – The Academy District participates in the cost-sharing multiple-employer defined 
benefit Health Plan administered by the State Teachers Retirement System of Ohio (STRS) for eligible 
retirees who participated in the defined benefit or combined pension plans offered by STRS.  Ohio law 
authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ fees, prescription drugs 
and reimbursement of monthly Medicare Part B premiums.  The Plan is included in the report of STRS 
which can be obtained by visiting www.strsoh.org or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS Ohio to offer the Plan and gives the 
Retirement Board authority over how much, if any, of the health care costs will be absorbed by STRS.  
Active employee members do not contribute to the Health Care Plan.  All benefit recipients, for the most 
recent year, pay a monthly premium.  Under Ohio law, funding for post-employment health care may be 
deducted from employer contributions.  For fiscal years 2017, 2016 and 2015, STRS did not allocate any 
employer contributions to post-employment health care; therefore, the Academy did not contribute to 
health care in the last three fiscal years. 
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NOTE 11 - CONTINGENCIES 
 
Grants - The Academy received financial assistance from federal and state agencies in the form of grants.  
The disbursement of funds received under these programs generally requires compliance with terms and 
conditions specified in the grant agreements and are subject to audit by the grantor agencies.  Any 
disallowed claims resulting from such audits could become a liability of the Academy.  However, in the 
opinion of management, any such disallowed claims will not have a material adverse effect on the overall 
financial position of the Academy at June 30, 2017. 
 
Litigation - There are currently no matters in litigation with the Academy as defendant. 

 
Full-Time Equivalency - Academy foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  

 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE did not perform such a review on the Academy for fiscal year 2017.  
 
As of the date of this report, additional ODE adjustments for fiscal year 2017 are not finalized.  As a result, 
the impact of future FTE adjustments on the fiscal year 2017 financial statements is not determinable, at 
this time. Management believes this may result in either an additional receivable to, or a liability of, the 
Academy. 
 
In addition, the Academy’s contracts with their Sponsor and management company require payment 
based on revenues received from the State.  As discussed above, additional FTE adjustments for fiscal year 
2017 are not finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 2017 
financial statements, related to additional reconciliation necessary with these contracts, is not 
determinable.  Management believes this may result in either an additional receivable to, or liability of, 
the Academy.   
 

NOTE 12 – BUILDING LEASE 
 
In September 2008, the Academy entered into a lease agreement with Mosaica Columbus LLC, an 
affiliated company of Mosaica Education, Inc. for the use of a Academy facility located at 6015 East Walnut 
Street, Westerville, OH. In July 2012, the Academy purchased the building from Mosaica Education, Inc. 
Pursuant to this transaction, the lease agreement between the Academy and Mosaica Education, Inc. was 
terminated.  
 
In accordance with the bond transaction (see Note 6), the Academy entered into a lease agreement with 
Columbus–Franklin County Finance Authority dated July 1, 2016. The purpose of this lease was to facilitate 
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NOTE 12 – BUILDING LEASE (continued) 
 
the bond financing. The rent payments pursuant to this lease will be applied to the debt service of the 
bonds. The lease is subject to annual renewal at the option of the Academy and has successive one-year 
terms for a total of 30 years. 

 
NOTE 13 - SPONSOR 
 
The Academy was approved for operation under a contract renewal with St. Aloysius Orphanage (the 
Sponsor) for a period of five academic years commencing June 30, 2016. As part of this contract, the 
Sponsor is entitled to a maximum of 3% of the foundation funds received by the Academy from the state. 
Total amount due and paid for year ended June 30, 2017 was $147,207. 
 

NOTE 14 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES 
 
The Academy entered into an agreement with Accel Schools, a management company, to provide legal, 
financial, and other management support services for fiscal year 2017. The agreement was for a period of 
five years beginning July 1, 2016. Management fees are calculated as 12.5% of the Academy’s State 
Revenue, plus $20,000 for managing Federal Funds. The total amount due from the Academy for the fiscal 
year ending June 30, 2017 was $634,720 and is included under “Purchased Services” on the Statement of 
Revenues, Expenses and Changes in Net Position.  
 
Also, per the management agreement, there are expenses that were billed to the Academy based on the 
actual costs incurred by Accel Schools.  These include the costs of providing education and other 
administrative services to the Schools, as well as interest expense. The total amount billed to the Academy 
inclusive of management fees during the year was $3,288,810. 
 
The following table is a summary of the management company expenses during fiscal year 2017: 
 

 
 
Accel Schools charges expenses benefiting more than one Academy (i.e. overhead) are pro-rated based 
on full time equivalent (FTE) head count as of June 30, 2017 by each Academy it manages.  
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NOTE 15 – MANAGEMENT’S PLAN 
 
For fiscal year 2017, the Academy had a net position deficit of $(5,607,736). The Academy’s net deficit in 
fiscal year 2017 was an improvement from the $(5,713,886) net deficit in fiscal 2016. Enrollment increased 
from approximately 653 students in fiscal 2016 to 689 students in fiscal 2017 and is currently at 719 

students in fiscal year 2018.  The Academy’s ability to maintain a stable administrative and instructional 
team along with active advertising via print, radio, mailings and through referrals of current parents is 
anticipated to help produce the likelihood of future enrollment growth leading to surpluses and provide 
an opportunity for the school to recover from its prior deficits. 
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2017 2016 2015 2014

Academy's Proportion of the Net Pension Liability 0.00860120% 0.00739240% 0.00057590% 0.00575900%

Academy's Proportionate Share of the Net Pension Liability 629,528$       421,818$      291,460$       342,469$        

Academy's Covered Payroll 314,771$       22,253$        169,026$       245,520$        

Academy's Proportionate Share of the Net Pension Liability 200.00% 1895.56% 172.44% 139.49%

as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 62.98% 69.16% 71.70% 65.52%

Total Pension Liability

(1) Information prior to 2014 is not available

The amounts presented for each fiscal year were determined as of the measurement date, which is in the prior fiscal year.

School Employees Retirement System (SERS)

Changes of Benefit Terms: None. 

· Discount rate from 7.75% to 7.50%

· Assumed rate of inflation from 3.25% to 3.00%

· Payroll growth assumption from 4.00% to 3.50%

· Assumed real wage growth from 0.75% to 0.50%

Notes:

Changes of Assumptions: Amounts reported in 2017 reflect an adjustment of the rates of withdrawal, retirement 

and disability to more closely reflect actual experience and the expectation of retired life mortality was based 

on RP-2014 Blue Collar Mortality Tables and RP-2000 Disabled Mortality Table. The following reductions were 
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2017 2016 2015 2014

Academy's Proportion of the Net Pension Liability 0.01424989% 0.01374776% 0.01269290% 0.01269290%

Academy's Proportionate Share of the Net Pension Liability 4,769,868$    3,799,479$    3,087,353$    3,677,634$    

Academy's Covered Payroll 1,514,186$    1,434,350$    1,396,623$    1,090,185$    

Academy's Proportionate Share of the Net Pension Liability 315.01% 264.89% 221.06% 337.34%

as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 66.80% 72.10% 74.70% 69.30%

Total Pension Liability

(1) Information prior to 2014 is not available

The amounts presented for each fiscal year were determined as of the measurement date, which is in the prior fiscal year.
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2017 2016 2015 2014 2013

Contractually Required Contribution 41,236$    44,068$   2,933$     23,427$   33,980$    

Contributions in Relation to the Contractually 

Required Contribution (41,236)$   (44,068)$  (2,933)$    (23,427)$  (33,980)$   

Contribution Deficiency (Excess) -$         -$        -$         -$        -$         

Academy's Covered Payroll 294,543$  314,771$ 22,253$    169,026$ 245,520$  

Contributions as a Percentage of

Covered Payroll 14.00% 14.00% 13.18% 13.86% 13.84%

 

 
 

2012 2011 2010 2009 2008

Contractually Required Contribution 31,680$    31,680$   27,018$    13,918$   8,602$      

Contributions in Relation to the Contractually 

Required Contribution (31,680)$   (31,680)$  (27,018)$   (13,918)$  (8,602)$     

Contribution Deficiency (Excess) -$         -$        -$         -$        -$         

Academy's Covered Payroll 235,539$  252,029$ 199,542$  141,443$ 87,597$    

Contributions as a Percentage of

Covered Payroll 13.45% 12.57% 13.54% 9.84% 9.82%
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2017 2016 2015 2014 2013

Contractually Required Contribution 229,613$     211,986$     200,809$     181,561$     141,724$     

Contributions in Relation to the Contractually 

Required Contribution (229,613)$    (211,986)$    (200,809)$    (181,561)$    (141,724)$    

Contribution Deficiency (Excess) -$            -$            -$            -$            -$            

Academy's Covered Payroll 1,640,093$  1,514,186$  1,434,350$  1,396,623$  1,090,185$  

Contributions as a Percentage of

Covered Payroll 14.00% 14.00% 14.00% 13.00% 13.00%

 

2012 2011 2010 2009 2008

Contractually Required Contribution 128,848$      114,573$      85,366$       52,871$       43,888$       

Contributions in Relation to the Contractually 

Required Contribution (128,848)$     (114,573)$     (85,366)$      (52,871)$      (43,888)$      

Contribution Deficiency (Excess) -$             -$             -$             -$             -$             

Academy's Covered Payroll 991,138$      881,331$      656,662$      406,700$      337,600$      

Contributions as a Percentage of

Covered Payroll 13.00% 13.00% 13.00% 13.00% 13.00%
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December 26, 2017 
 
To the Board of Trustees 
Cornerstone Academy 
Franklin County, Ohio 
6025 East Walnut Street 
Westerville, Ohio  43081 

 
INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 

AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

 
We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the Cornerstone Academy, Franklin County, 
Ohio (the “Academy”) as of and for the year ended June 30, 2017, and the related notes to the financial 
statements, which collectively comprise the Academy’s basic financial statements, and have issued our report 
thereon dated December 26, 2017, in which we noted the Academy has previously suffered recurring losses from 
operations and has a net position deficiency of $5,607,736, including the effect of net pension liability and related 
accruals totaling $4,035,441, that raises substantial doubt about its ability to continue as a going concern. 
 
Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the Academy’s internal control 
over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of the Academy’s internal control.  Accordingly, we do not express an 
opinion on the effectiveness of the Academy’s internal control. 

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

Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified. 
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Cornerstone Academy 
Independent Auditor’s Report on Internal Control Over 
  Financial Reporting and on Compliance and Other 
  Matters Based on an Audit of Financial Statements 
  Performed in Accordance with Government Auditing Standards 
Page 2 of 2 
 
 
Compliance and Other Matters 

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

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the Academy’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Governmental Auditing 
Standards in considering the Academy’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose.  
 

 

Cambridge, Ohio 
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CLERK’S CERTIFICATION 
This is a true and correct copy of the report which is required to be filed in the Office of the 
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Board of Directors 
East Academy 
15722 Kipling Avenue 
Cleveland, Ohio  44110-3105 
 
 
We have reviewed the Independent Auditor’s Report of the East Academy, Cuyahoga County, 
prepared by Rea & Associates, Inc., for the audit period July 1, 2018 through June 30, 2019.  
Based upon this review, we have accepted these reports in lieu of the audit required by Section 
117.11, Revised Code.  The Auditor of State did not audit the accompanying financial statements 
and, accordingly, we are unable to express, and do not express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The East Academy is responsible for compliance 
with these laws and regulations. 
 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
January 28, 2020  
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December 18, 2019 
 
To the Board of Directors 
East Academy 
Cuyahoga County, Ohio 
15720 Kipling Avenue 
Cleveland, Ohio 44110 
 

Independent Auditor's Report 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the East Academy, Cuyahoga County, Ohio, 
(the “School”) as of and for the year ended June 30, 2019, and the related notes to the financial 
statements, which collectively comprise the School’s basic financial statements as listed in the table of 
contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the School’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the School’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating 
the appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
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East Academy 
Independent Auditor’s Report 
Page 2 of 2 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the School, as of June 30, 2019, and the changes in its financial position and its cash 
flows for the year then ended in accordance with accounting principles generally accepted in the United 
States of America. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the School’s Proportionate Share of the Net Pension Liability, 
Schedule of the School’s Contributions-Pension, Schedule of the School’s Proportionate Share of the Net 
OPEB Liability/(Asset), and Schedule of the School’s Contributions-OPEB as listed in the table of 
contents be presented to supplement the basic financial statements. Such information, although not a part 
of the basic financial statements, is required by the Governmental Accounting Standards Board who 
considers it to be an essential part of financial reporting for placing the basic financial statements in an 
appropriate operational, economic, or historical context. We have applied certain limited procedures to 
the required supplementary information in accordance with auditing standards generally accepted in the 
United States of America, which consisted of inquiries of management about the methods of preparing the 
information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic 
financial statements. We do not express an opinion or provide any assurance on the information because 
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance. 
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated December 18, 
2019 on our consideration of the School’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the School’s internal control over financial reporting or on compliance. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards in considering the 
School’s internal control over financial reporting and compliance. 

 
        Cambridge, Ohio 
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The discussion and analysis of East Academy’s (the School) financial performance provides an overall 
review of the School’s financial activities for the fiscal year ended June 30, 2019.  The intent of this 
discussion and analysis is to look at the School’s financial performance as a whole; readers should also 
review the basic financial statements and notes to the basic financial statements to enhance their 
understanding of the School’s financial performance.  
 
The Management’s Discussion and Analysis (MD&A) is an element of the reporting model adopted by 
the Governmental Accounting Standard Board (GASB) in their Statement No. 34 Basic Financial 
Statements – and Management’s Discussion and Analysis – for State and Local Governments issued 
June 1999.  Certain comparative information between the current year and the prior year is required to be 
presented in the MD&A.   
 
Financial Highlights 
 

• In total, net position decreased $282,863, which represents a 18 percent change from 2018. 
 
• Total assets increased $128,342 during 2019. 

 
• Total liabilities decreased $60,560 during 2019. 

 
The net pension liability (NPL) is the largest single liability reported by the School at June 30, 2019, and 
is reported pursuant to GASB Statement 68, Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27.   In a prior period, the School also adopted GASB Statement 75, 
Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions.  For reasons 
discussed below, many end users of this financial statement will gain a clearer understanding of the 
School’s actual financial condition by adding deferred inflows related to pension and OPEB, the net 
pension liability and the net OPEB liability to the reported net position and subtracting deferred outflows 
related to pension and OPEB and the net OPEB asset. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension/OPEB liability.  GASB 68 and GASB 75 take an 
earnings approach to pension and OPEB accounting; however, the nature of Ohio’s statewide 
pension/OPEB plans and state law governing those systems requires additional explanation in order to 
properly understand the information presented in these statements. 

 
GASB 68 and GASB 75 require the net pension liability and the net OPEB asset/liability to equal the 
School’s proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service.  

2 Minus plan assets available to pay these benefits. 
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GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, 
benefits, and the promise of a future pension and other postemployment benefits.  GASB noted that the 
unfunded portion of this promise is a present obligation of the government, part of a bargained-for benefit 
to the employee, and should accordingly be reported by the government as a liability since they received 
the benefit of the exchange.  However, the School is not responsible for certain key factors affecting the 
balance of these assets/liabilities.  In Ohio, the employee shares the obligation of funding pension benefits 
with the employer.  Both employer and employee contribution rates are capped by State statute.  A 
change in these caps requires action of both Houses of the General Assembly and approval of the 
Governor.  Benefit provisions are also determined by State statute.  The Ohio revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients.  The retirement 
systems may allocate a portion of the employer contributions to provide for these OPEB benefits. 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a 
specific, legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension/OPEB plan as against the public employer.  State law 
operates to mitigate/lessen the moral obligation of the public employer to the employee, because all 
parties enter the employment exchange with notice as to the law.  For STRS, the plan’s fiduciary net 
OPEB position was sufficient to cover the plan’s total OPEB liability resulting in a net OPEB asset for 
fiscal year 2019 that is allocated to each school based on its proportionate share. The retirement system is 
responsible for the administration of the pension and OPEB plans.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability reported by the retirement boards. As 
explained above, changes in benefits, contribution rates, and return on investments affect the balance of 
these liabilities, but are outside the control of the local government.  In the event that contributions, 
investment returns, and other changes are insufficient to keep up with required payments, State statute 
does not assign/identify the responsible party for the unfunded portion.  Due to the unique nature of how 
the net pension liability and the net OPEB liability are satisfied, these liabilities are separately identified 
within the long-term liability section of the statement of net position. 
 
In accordance with GASB 68 and GASB 75, the School’s statements include an annual pension expense 
and an annual OPEB expense for their proportionate share of each plan’s change in net pension liability 
and net OPEB asset/liability, respectively, not accounted for as deferred inflows/outflows.  
 
Using this Financial Report 
 
This report consists of required supplementary information, financial statements, notes to the financial 
statements and notes to the required supplementary information. The financial statements include a 
Statement of Net Position, a Statement of Revenues, Expenses and Changes in Net Position, and a 
Statement of Cash Flows. 
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Statement of Net Position 
 

The Statement of Net Position answers the question of how well the School performed financially during 
2019. This statement includes all assets, deferred outflows of resources, liabilities, deferred inflows of 
resources, and net position, both financial and capital and current and long-term, using the accrual basis 
of accounting, which is the accounting used by most private-sector companies. This basis of accounting 
takes into account all revenues and expenses during the year, regardless of when the cash is received or 
expended.  
 
Table 1 provides a summary of the School’s Net Position for fiscal year 2019 and 2018. 
 

2019 2018 Change
Assets
Current Assets 146,761$       107,900$       38,861$         
Net OPEB Asset 89,481 0 89,481
Total Assets 236,242 107,900 128,342

Deferred Outflows 714,741 1,331,265 (616,524)

Liabilities
Current Liabilities 42,810 16,641 26,169
Long Term Liabilities 1,949,476 2,036,205 (86,729)
Total Liabilities 1,992,286 2,052,846 (60,560)

Deferred Inflows 853,107 997,866 (144,759)

Net Position
Unrestricted (1,894,410) (1,611,547) (282,863)
Total Net Position (1,894,410)$   (1,611,547)$   (282,863)$      

(Table 1)
Statement of Net Position

 
The increase in current assets and current liabilities is primarily caused by an increase in grant funding 
receivable/payable related to federal and State grants incurred but not yet received and correlating percent 
owed to the management company.  
 
There was a significant change in net pension/OPEB liability/asset for the School.  These fluctuations are 
due to changes in the actuarial liabilities/assets and related accruals that are passed through to the 
School’s financial statements  All components of pension and OPEB accruals contribute to the 
fluctuations in deferred outflows/inflows and NPL/NOL/NOA and are described in more detail in their 
respective notes. 
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Statement of Revenues, Expenses, and Changes in Net Position 
 
Table 2 shows the changes in net position for fiscal year 2019 and 2018, as well as a listing of revenues 
and expenses.  
 

2019 2018 Change

Operating Revenue 2,583,719$     2,393,295$     190,424$       
Non-Operating Revenue 675,895 507,616 168,279
Total Revenue 3,259,614 2,900,911 358,703

Operating Expenses 3,542,477 2,619,005 923,472         

Change in Net Position (282,863)$      281,906$       (564,769)$      

(Table 2)
Change in Net Position

 
 

The School’s operating and non-operating revenues in 2019 were based on the School’s full-time 
equivalent (FTE) and the School’s federal grant funding received throughout the year. The increase in 
operating and non-operating revenue is from increase in enrollment.  The School’s most significant 
expense was “Purchased Services: Management Fees” paid pursuant to the management agreement in 
place between the School and ACCEL Schools Ohio, LLC.  The agreement provides that specific 
percentages of the revenues received by the School will be paid to ACCEL Schools Ohio, LLC to fund 
operations. (See notes to the basic financial statements, note 8).   
 
The changes in Pension and OPEB expense are primarily associated to changes in the School’s 
proportionate share of the net pension liability, net OPEB liability/asset and related accruals. As 
previously indicated, these items are explained in detail within their respective notes. 
 
Capital Assets  
 
At the end of fiscal year 2019, the School had no capital assets. 

 
Current Financial Issues 
 
East Academy received revenue for 306 students in 2019. East Academy is different from many other 
schools as it provides education in a distance-learning environment to students in nearly every county in 
the State of Ohio. State law governing community schools allows for the School to have open enrollment 
across traditional school district boundaries.   
 
The School receives its support almost entirely from state aid.  Per pupil revenue from state aid for the 
School averaged $8,443 in fiscal year 2019. The School receives additional revenues from grant 
subsidies. 
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Although there is a possibility that State aid will be cut in future years due to the economic climate, the 
School feels that the relationship with the management company will insulate them from any significant 
change. The relationship brings stability to the School since specific percentages of revenues are payable 
to the management company (See notes to the basic financials statements, note 8). 
 
Contacting the School’s Financial Management 
 
This financial report is designed to provide our readers with a general overview of the School’s finances 
and to show the School’s accountability for the money it receives.  If you have questions about this report 
or need additional information, contact the Fiscal Officer at 3320 West Market Street, Suite 300, 
Fairlawn, Ohio 44333. 
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ASSETS

Current Assets
Cash And Cash Equivalents 105,181$                    
Prepaid Insurance 445
Grant Funding Receivable 41,135
Total Current Assets 146,761

Noncurrent Assets
Net OPEB Asset 89,481

Total Assets 236,242

DEFERRED OUTFLOWS OF RESOURCES
Pension 613,543
OPEB 101,198
Total Deferred Outflows of Resources 714,741

LIABILITIES

Current Liabilities
Accounts Payable 1,675
Grant Funding Payable 41,135
Total Current Liabilities 42,810

Long Term Liabilities
Net Pension Liability 1,718,008
Net OPEB Liability 231,468
Total Long Term Liabilities 1,949,476

Total Liabilities 1,992,286

DEFERRED INFLOWS OF RESOURCES
Pension 664,928
OPEB 188,179
Total Deferred Inflows of Resources 853,107

NET POSITION
Unrestricted Net Position (1,894,410)
Total Net Position (1,894,410)$                

Statement of Net Position
Cuyahoga County, Ohio

East Academy

June 30, 2019

8
See accompanying notes to the basic financial statements.
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OPERATING REVENUES

State Basic Aid 2,508,403$                 
Facilities Aid 59,511
Casino Revenue 15,805

Total Operating Revenues 2,583,719

OPERATING EXPENSES

Purchased Services: Management Fees 2,447,412
Purchased Services: Grant Programs 662,440
Board of Education Expense 14,142
Pension & OPEB 295,555
Sponsorship Fees 75,120
Other Expenses 47,808

Total Operating Expenses 3,542,477

Operating Income (Loss) (958,758)

NON-OPERATING REVENUES

Federal and State Grants 662,440
Miscellaneous 13,455

Total Non-Operating Revenues 675,895

Change In Net Position (282,863)

Net Position Beginning of Year (1,611,547)

Net Position End of Year (1,894,410)$                

Statement of Revenues, Expenses, and Changes in Net Position
For the Fiscal Year Ended June 30, 2019

East Academy
Cuyahoga County, Ohio

9
See accompanying notes to the basic financial statements.
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INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH FLOWS FROM OPERATING ACTIVITIES

Cash Received From State Aid 2,583,719$                 
Cash Payments To Management Company (3,116,785)
Cash Payments to Sponsor (75,120)
Other Cash Payments (61,965)

                                     
Net Cash Used For Operating Activities (670,151)

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Cash Received From Grant Programs 662,440
Cash Received From Miscellaneous Sources 13,455

Net Cash Received From Noncapital Financing Activities 675,895

Net Increase in Cash and Cash Equivalents 5,744

Cash and Cash Equivalents at Beginning of Year 99,437
                                    

Cash and Cash Equivalents at End of Year 105,181$                    
                                    

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH
USED FOR OPERATING ACTIVITIES

Operating Income (Loss) (958,758)$                  

ADJUSTMENTS TO RECONCILE OPERATING INCOME (LOSS) TO NET
CASH USED FOR OPERATING ACTIVITIES

Changes in Assets, Liabilities, and Deferred Outflows/Inflows:
Prepaids (15)
Deferred Outflows of Resources 616,524
Deferred Inflows of Resources (144,759)
Net OPEB Asset (89,481)
Net Pension/OPEB Liability (86,729)
Accounts Payable (6,933)

                                     
Total Adjustments 288,607

                                    
Net Cash Used For Operating Activities (670,151)$                  

For the Fiscal Year Ended June 30, 2019

East Academy
Cuyahoga County, Ohio
Statement of Cash Flows

10
See accompanying notes to the basic financial statements.
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NOTE 1 - DESCRIPTION OF THE SCHOOL AND REPORTING ENTITY 
 

East Academy (the School) is a federal tax exempt 501(c)(3) and state nonprofit corporation established 
pursuant to Ohio Rev. Code Chapters 3314 and 1702 to maintain and provide a school exclusively for any 
educational, literary, scientific and related teaching service. The School, which is part of the State’s education 
program, is independent of any school district.  The School may sue and be sued, acquire facilities as needed, 
and contract for any services necessary for the operation of the School.  

 
The School contracts with ACCEL Schools Ohio, LLC for most of its functions (see note 8).  

 
The School signed a contract with Ohio Department of Education (Sponsor) to operate through June 30, 2019. 
The School operates under a self-appointing, five-member Board of Directors (the Board).  The School’s Code 
of Regulations specify that vacancies that arise on the Board will be filled by the appointment of a successor 
director by a majority vote of the then existing directors. The Board is responsible for carrying out the 
provisions of the contract with the Sponsor, which include, but are not limited to, state-mandated provisions 
regarding student population, curriculum, academic goals, performance standards, admission standards, and 
qualifications of teachers. The School has one instructional/support facility, which is leased by ACCEL 
Schools Ohio, LLC. The facility is staffed with teaching personnel employed by ACCEL Schools Ohio, LLC, 
who provide services to 305 students.  

 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The financial statements of the School have been prepared in conformity with generally accepted accounting 
principles as applied to governmental nonprofit organizations. The Governmental Accounting Standards Board 
(GASB) is the accepted standard-setting body for establishing governmental accounting and financial reporting 
principles. The more significant of the School’s accounting policies are described on the following pages. 

 
Basis of Presentation 

 
The School’s financial statements consist of a Statement of Net Position, a Statement of Revenues, Expenses 
and Changes in Net Position, and a Statement of Cash Flows. Enterprise fund reporting focuses on the 
determination of the change in Net Position, financial position and cash flows. 

 
Auditor of State of Ohio Bulletin No. 2000-005 requires the presentation of all financial activity to be reported 
within one enterprise fund for year-end reporting purposes. Enterprise accounting is used to account for 
operations that are financed and operated in a manner similar to private business enterprises where the intent is 
that the costs (expenses) of providing goods or services to the general public on a continuing basis be financed 
or recovered primarily through user charges. 
 
Measurement Focus and Basis of Accounting 

 
The accounting and financial reporting treatment applied to a fund is determined by its measurement focus.  
Enterprise accounting uses a flow of economic resources measurement focus.  With this measurement focus, all 
assets and deferred outflows of resources as well as all liabilities and deferred inflows of resources are included 
on the Statement of Net Position.  Operating statements present increases (i.e., revenues) and decreases in Net 
Position. The accrual basis of accounting is utilized for reporting purposes.  

 
Revenues are recognized when they are earned, and expenses are recognized when they are incurred. 
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Budgetary Process 
 
Community schools are statutorily required to adopt a budget by Ohio Revised Code 3314.032(C).  However, 
unlike traditional public schools located in the State of Ohio, community schools are not required to follow the 
specific budgetary process and limits set forth in the Ohio Revised Code Chapter 5705, unless specifically 
provided in the contract between the School and its Sponsor. The contract between the School and its Sponsor 
does not require the School to follow the provisions Ohio Revised Code Chapter 5705; therefore, no budgetary 
information is presented in the basic financial statements.   
 
Cash and Cash Equivalents 

 
All cash received by the School is maintained in a demand deposit account.  
 
Intergovernmental Revenues 

 
The School currently participates in the State Foundation Program, Facilities Aid and casino tax distributions, 
which are reflected under “Operating revenues” on the Statement of Revenues, Expenses, and Changes in Net 
Position.  Revenues received from these programs are recognized as operating revenue in the accounting period 
in which all eligibility requirements have been met. 

 
Non-exchange transactions, in which the School receives value without directly giving equal value in return, 
include grants, entitlements, and contributions. Grants, entitlements, and contributions are recognized as non-
operating revenues in the accounting period in which all eligibility requirements have been met. 
 
Eligibility requirements include timing requirements, which specify the year when the resources are required to 
be used or the fiscal year when use is first permitted; matching requirements, in which the School must provide 
local resources to be used for a specified purpose; and expense requirements, in which the resources are 
provided to the School on a reimbursement basis.  
 
Capital Assets and Depreciation 

 
For purposes of recording capital assets, the Board has a capitalization threshold of $5,000.  

  
As of June 30, 2019, the School had no capital assets. 
 
Use of Estimates 

 
In preparing the financial statements, management is sometimes required to make estimates and assumptions 
that affect the reported amounts of assets and liabilities, the disclosure of contingent assets and deferred 
outflows of resources, and liabilities and deferred inflows of resources at the date of the financial statements, 
and the reported amounts of revenues and expenses during the reporting period.  Actual results could differ 
from those estimates. 
 
Net Position 
 
Net Position represents the difference between assets and deferred outflows of resources, and liabilities and 
deferred inflows of resources. Net Position consists of unrestricted. The School applies restricted resources first 
when an expense is incurred for purposes for which both restricted and unrestricted net position is available. 
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Operating Revenues and Expenses 
 
Operating revenues are those revenues that are generated directly from the School’s primary activities. For the 
School, these revenues are primarily state aid payments. Operating expenses are necessary costs incurred to 
provide the goods and services that are the primary activities of the School. Revenues and expenses not 
meeting this definition are reported as non-operating. 

 
Pensions and Other Postemployment Benefits (OPEB) 
 
For purposes of measuring the net pension/OPEB asset/liability, deferred outflows of resources and deferred 
inflows of resources related to pension/OPEB, and pension/OPEB expense; information about the fiduciary net 
position of the pension/OPEB plans and additions to/deductions from their fiduciary net positon have been 
determined on the same basis as they are reported by the pension/OPEB plan.  For this purpose, benefit 
payments (including refunds of employee contributions) are recognized when due and payable in accordance 
with the benefit terms.  The pension/OPEB plans report investments at fair value. 
 
Deferred Outflows/Inflows of Resources  
 
In addition to assets, the statements of financial position will sometimes report a separate section for deferred 
outflows of resources. Deferred outflows of resources represent a consumption of net position that applies to a 
future period and will not be recognized as an outflow of resources (expense/expenditure) until then. For the 
School, deferred outflows of resources are reported on the statement of net position for pension and OPEB. 
The deferred outflows of resources related to pension and OPEB plans are explained in Notes 11 and 12. 
 
In addition to liabilities, the statements of financial position report a separate section for deferred inflows of 
resources. Deferred inflows of resources represent an acquisition of net position that applies to a future period 
and will not be recognized until that time. For the School, deferred inflows of resources include pension and 
OPEB, which are reported on the statement of net position. (See Notes 11 and 12). 
 
NOTE 3 – IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES  
 
For the fiscal year ended June 30, 2019, the School has implemented Governmental Accounting Standards 
Board (GASB) Statement No. 83, Certain Asset Retirement Obligations and GASB Statement No. 88, Certain 
Disclosures Related to Debt, including Direct Borrowings and Direct Placements. 
 
GASB Statement No. 83 establishes criteria for determining the timing and pattern of recognition of a liability 
and a corresponding deferred outflow of resources for asset retirement obligations. The implementation of 
GASB Statement No. 83 did not have an effect on the financial statements of the School. 
 
GASB Statement No. 88 establishes additional financial statement note disclosure requirements related to debt 
obligations of governments, including direct borrowings and direct placements. The implementation of GASB 
Statement No. 88 did not have an effect on the financial statements of the School. 
 
NOTE 4 - DEPOSITS AND INVESTMENTS 

 
Protection of the School’s deposits is provided by the Federal Deposit Insurance Corporation (FDIC), by 
eligible securities pledged by the financial institution as security for repayment, or by the financial institutions 
participation in the Ohio Pooled Collateral System (OPCS), a collateral pool of eligible securities deposited 
with a qualified trustee and pledged to the Treasurer of State to secure the repayment of all public monies 
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deposited in the financial institution. 
 
NOTE 5 - GRANT FUNDING RECEIVABLE/PAYABLE 
 
The School has recorded “Grant funding receivable” in the amount of $41,135 to account for the remainder of 
State and Federal awards allocated to the School, but not received as of June 30, 2019. 

 
Under the terms of the management agreement (see note 8), the School has recorded a liability to ACCEL 
Schools Ohio, LLC in the amount of $41,135 for 100 percent of any State and Federal monies uncollected or 
unpaid to ACCEL Schools Ohio, LLC as of June 30, 2019. 
 
NOTE 6 - CAPITAL ASSETS AND DEPRECIATION 
 
For the year ended June 30, 2019, the School had no capital assets. 

 
NOTE 7 - RISK MANAGEMENT 

 
Property and Liability 
 
The School is exposed to various risks of loss related to torts; theft or damage to, and destruction of assets; 
errors and omissions; injuries to employees; and natural disasters. As part of its management agreement with, 
ACCEL Schools Ohio, LLC, ACCEL Schools Ohio, LLC has contracted with an insurance company for 
property and general liability insurance pursuant to the management agreement (see note 8).  There was no 
significant reduction in coverage from the prior year, and claims have not exceeded insurance coverage over 
the past three years. 

 
Director and Officer 
 
Coverage has been purchased by the School with a $1,000,000 aggregate limit and a $10,000 deductible, 
depending on the claim. 
 
NOTE 8 - AGREEMENT WITH ACCEL SCHOOLS OHIO, LLC 
 
Effective July 1, 2018, the School entered into a management agreement (Agreement) with ACCEL Schools 
Ohio, LLC, which is an educational consulting and Management Company.   The term of the Agreement with 
ACCEL Schools Ohio LLC is for two years, from July 1, 2018 through June 30, 2020, unless terminated 
before the expiration date. The Agreement will automatically renew for a term consistent with the length of a 
renewal or new sponsor agreement unless one party notifies the other party not less than twelve months prior to 
the expiration of the then-current term of its intention not to renew this Agreement.  Substantially all functions 
of the School have been contracted to ACCEL Schools Ohio, LLC.  ACCEL Schools Ohio, LLC is responsible 
and accountable to the School’s Board of Directors for the administration and operation of the School. The 
School is required to pay ACCEL Schools Ohio, LLC a monthly continuing fee of 94.7% of the Qualified 
Gross Revenues for up to the first 300 students and 96% of the Qualified Gross Revenues for the 300th and 
301st student and any additional students during fiscal year 2019; 94.8% of the Qualified Gross Revenues for 
up to the first 300 students and 96% of the Qualified Gross Revenues for the 300th and 301st student and any 
additional students during fiscal year 2020; and 96% of the Qualified Gross Revenues in subsequent years. 
“Qualified Gross Revenues”, are defined in the Agreement as all revenues and income received by the School 
except for charitable contributions and other miscellaneous revenue, and ACCEL Schools Ohio, LLC shall 
receive 100 percent of any and all grants or funding of any kind generated by ACCEL Schools Ohio, LLC, and 
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its affiliates beyond the regular per pupil state funding received by the School, subject to any terms and 
conditions attached to the grants, if any.  The continuing fee is paid to ACCEL Schools Ohio, LLC based on 
the qualified gross revenues.  

 
The School had purchased service expenses for the year ended June 30, 2019, to ACCEL Schools Ohio, LLC, 
of $3,109,852 of which $41,135 was a payable to ACCEL Schools Ohio, LLC at June 30, 2019. ACCEL 
Schools Ohio, LLC will be responsible for all costs incurred in providing the educational program at the 
School, which include but are not limited to, salaries and benefits of all personnel, curriculum materials, 
textbooks, library books, computers and other equipment, software, supplies, building payments, maintenance, 
capital, and insurance. 
 
NOTE 9 - SPONSORSHIP FEES 
 
Under Paragraph D(5) of the sponsor contract with ODE, it states that the School “…shall pay to the Sponsor 
the amount of three percent (3%) of the total state funds received each year, in consideration for the time, 
organization, oversight, fees and costs of the Sponsor pursuant to this contract.”  Such fees are paid to the 
Sponsor monthly.  As indicated on the Statement of Revenues, Expenses, and Changes in Net Position, the 
School incurred $75,120 in sponsorship fees to the Sponsor. 

 
NOTE 10 - MANAGEMENT COMPANY EXPENSES 
 
For the year ended June 30, 2019, ACCEL Schools Ohio, LLC and its affiliates incurred the following 
expenses on behalf of the School: 
 

Regular 
Instruction

(1100 Function 
Codes)

Special 
Instruction

(1200 Function 
Codes)

Support 
Services

(2000 Function 
Codes)

Non-Instructional 
(3000 through 
7000 Function 

Codes)

Total

Direct Expenses: 
Salaries & Wages (100 Object Codes) 681,054$        122,599$        161,755$        -$                     965,408$      
Employees’ Benefits (200 Object Codes) 198,378          25,655            57,615            -                       281,648        
Professional & Technical Services (410 Object Codes) 119,649          29,969            216,087          -                       365,705        
Property Services (420 Object Codes) -                  -                  243,433          -                       243,433        
Utilities (450 Object Codes) -                  -                  82,686            -                       82,686          
Contracted Craft or Trade Services (460 Object Codes) -                  -                  -                  191,440               191,440        
Transportation (480 Object Codes) -                  -                  60,780            -                       60,780          
Supplies (500 Object Codes) 41,993            1,511              45,172            -                       88,676          
Other Direct Costs (All Other Object Codes) -                  -                  123,847          -                       123,847        
Indirect Expenses: 
Overhead -                  -                  260,826          -                       260,826        

Total Expenses 1,041,074$     179,734$        1,252,201$     191,440$             2,664,449$   
  

 
 

Overhead charges are assigned to the School based on a percentage of full time equivalent headcount.  These 
charges represent the indirect cost of services provided in the operation of the School.  Such services include, 
but are not limited to facilities management, equipment, operational support services, management and 
management consulting, board relations, human resources management, training and orientation, financial 
reporting and compliance, purchasing and procurement, education services, technology support, marketing and 
communications.  
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NOTE 11 - DEFINED BENEFIT PENSION PLANS 
 
Net Pension Liability 
 
The net pension liability reported on the statement of net position represents a liability to employees for 
pensions. Pensions are a component of exchange transactions—between an employer and its employees—of 
salaries and benefits for employee services.  Pensions are provided to an employee—on a deferred-payment 
basis—as part of the total compensation package offered by an employer for employee services each financial 
period.  The obligation to sacrifice resources for pensions is a present obligation because it was created as a 
result of employment exchanges that already have occurred. 
 
 
The net pension liability represents the School’s proportionate share of each pension plan’s collective actuarial 
present value of projected benefit payments attributable to past periods of service, net of each pension plan’s 
fiduciary net position.  The net pension liability calculation is dependent on critical long-term variables, 
including estimated average life expectancies, earnings on investments, cost of living adjustments and others.  
While these estimates use the best information available, unknowable future events require adjusting this 
estimate annually.   

 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The School 
cannot control benefit terms or the manner in which pensions are financed; however, the School does receive 
the benefit of employees’ services in exchange for compensation including pension.  

 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from employee 
services; and (2) State statute requires all funding to come from these employers.  All contributions to date 
have come solely from these employers (which also includes costs paid in the form of withholdings from 
employees).  State statute requires the pension plans to amortize unfunded liabilities within 30 years.  If the 
amortization period exceeds 30 years, each pension plan’s board must propose corrective action to the State 
legislature.  Any resulting legislative change to benefits or funding could significantly affect the net pension 
liability.  Resulting adjustments to the net pension liability would be effective when the changes are legally 
enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability.   

 
Plan Description - School Employees Retirement System (SERS) 
 
Plan Description – School non-teaching employees participate in SERS, a statewide, cost-sharing multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability and 
survivor benefits to plan members and beneficiaries.  Authority to establish and amend benefits is provided by 
Ohio Revised Code Chapter 3309.  SERS issues a publicly available, stand-alone financial report that includes 
financial statements, required supplementary information and detailed information about SERS’ fiduciary net 
position.  That report can be obtained by visiting the SERS website at www.ohsers.org under Employers/Audit 
Resources.  
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Age and service requirements for retirement are as follows: 

 

Eligible to Retire before Eligible to Retire on or after
August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.  
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that varies 
based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of service credit 
over 30.  Final average salary is the average of the highest three years of salary. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and the 
School is required to contribute 14 percent of annual covered payroll.  The contribution requirements of plan 
members and employers are established and may be amended by the SERS’ Retirement Board up to statutory 
maximum amounts of 10 percent for plan members and 14 percent for employers.  The Retirement Board, 
acting with the advice of the actuary, allocates the employer contribution rate among four of the System’s 
funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care Fund).  For the fiscal year 
ended June 30, 2019, the allocation to pension, death benefits, and Medicare B was 13.5 percent.  SERS 
allocated 0.5 percent of employer contributions to the Health Care Fund for fiscal year 2019. 
 
The School’s contractually required contribution to SERS was $17,377 for fiscal year 2019.  
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS issues a 
stand-alone financial report that includes financial statements, required supplementary information and detailed 
information about STRS’ fiduciary net position.  That report can be obtained by writing to STRS, 275 E. 
Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the STRS Web site at 
www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined Contribution 
(DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307. For the DB 
Plan, from August 1, 2015–July 1, 2017, any member could retire with reduced benefits who had (1) five years 
of service credit and age 60; (2) 26 years of service credit and age 55; or (3) 30 years of service credit 
regardless of age. Effective August 1, 2017–July 1, 2019, any member may retire with reduced benefits who 
has (1) five years of service credit and age 60; (2) 27 years of service credit and age 55; or (3) 30 years of 
service credit regardless of age. Eligibility changes will continue to be phased in through August 1, 2026, when 
retirement eligibility for unreduced benefits will be five years of service credit and age 65, or 35 years of 
service credit and at least age 60. Retirement eligibility for reduced benefits will be five years of service credit 
and age 60, or 30 years of service credit regardless of age. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by the 
member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined benefit 
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unfunded liability.  Effective July 1, 2017, employer contributions of 9.53 percent are placed in the investment 
accounts and the remaining 4.47 percent of the 14 percent employer rate is allocated to the defined benefit 
unfunded liability. A member is eligible to receive a retirement benefit at age 50 and termination of 
employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent of 
the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. In the 
Combined Plan, member contributions are allocated among investment choices by the member, and employer 
contributions are used to fund a defined benefit payment. A member’s defined benefit is determined by 
multiplying one percent of the member’s final average salary by the member’s years of service credit. The 
defined benefit portion of the Combined Plan payment is payable to a member on or after age 60 with five 
years of service. The DC portion of the account may be taken as a lump sum or converted to a lifetime monthly 
annuity at age 50 and termination of employment. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer to 
another STRS plan.  The optional annuitization of a member’s defined contribution account or the defined 
contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS bearing the 
risk of investment gain or loss on the account.  STRS has therefore included all three plan options as one 
defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be disabled 
may qualify for a disability benefit.  Eligible survivors of members who die before service retirement may 
qualify for monthly benefits.  New members on or after July 1, 2013, must have at least ten years of qualifying 
service credit to apply for disability benefits.  Members in the DC Plan who become disabled are entitled only 
to their account balance.  If a member of the DC Plan dies before retirement benefits begin, the member’s 
designated beneficiary is entitled to receive the member’s account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers Retirement 
Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 30, 2019, plan 
members were required to contribute 14 percent of their annual covered salary. The School was required to 
contribute 14 percent; the entire 14 percent was the portion used to fund pension obligations.  The fiscal year 
2019 contribution rates were equal to the statutory maximum rates. 

 
The School’s contractually required contribution to STRS was $116,156 for fiscal year 2019.   
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
 
The net pension liability was measured as of June 30, 2018, and the total pension liability used to calculate the 
net pension liability was determined by an independent actuarial valuation as of that date. The School's 
employer allocation percentage of the net pension liability was based on the employer’s share of employer 
contributions in the pension plan relative to the total employer contributions of all participating employers. 
Following is information related to the proportionate share and pension expense: 
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SERS STRS Total
Proportion of the Net Pension Liability:

Current Measurement Date 0.00861870% 0.00556855%
Prior Measurement Date 0.00676630% 0.00525881%

Change in Proportionate Share 0.00185240% 0.00030974%

Proportionate Share of the Net 
  Pension Liability 493,609$             1,224,399$         1,718,008$         
Pension Expense 154,991$             441,666$           596,657$            
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to the 
difference between projected and actual investment earnings, differences between expected and actual actuarial 
experience, changes in assumptions and changes in the School’s proportion of the collective net pension 
liability. The deferred outflows and deferred inflows are to be included in pension expense over current and 
future periods. The difference between projected and actual investment earnings is recognized in pension 
expense using a straight line method over a five year period beginning in the current year. Deferred outflows 
and deferred inflows resulting from changes in sources other than differences between projected and actual 
investment earnings are amortized over the average expected remaining service lives of all members (both 
active and inactive) using the straight line method. Employer contributions to the pension plan subsequent to 
the measurement date are also required to be reported as a deferred outflow of resources.  
 
At June 30, 2019 the School reported deferred outflows of resources and deferred inflows of resources related 
to pensions from the following sources:  
 

SERS STRS Total
Deferred Outflows of Resources
Differences between Expected and 
  Actual Experience 27,072$              28,263$             55,335$             
Changes of Assumptions 11,146 216,986 228,132
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 121,699 74,844 196,543
School Contributions Subsequent to the 
  Measurement Date 17,377 116,156 133,533
Total Deferred Outflows of Resources 177,294$             436,249$           613,543$           

Deferred Inflows of Resources
Differences between Expected and 
  Actual Experience 0$                      7,997$               7,997$               
Net Difference between Projected and 
  Actual Earnings on Pension Plan Investments 13,675 74,243 87,918
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 37,827 531,186 569,013
Total Deferred Inflows of Resources 51,502$              613,426$           664,928$           
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$133,533 reported as deferred outflows of resources related to pension resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net pension liability in the fiscal 
year ending June 30, 2020.  Other amounts reported as deferred outflows of resources and deferred inflows of 
resources related to pension will be recognized in pension expense as follows:  

SERS STRS Total
Fiscal Year Ending June 30:

2020 72,803$              (99,015)$            (26,212)$            
2021 56,005 (162,717) (106,712)
2022 (16,197) (27,108) (43,305)
2023 (4,196) (4,493) (8,689)

108,415$             (293,333)$          (184,918)$          
 

Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67, as 
part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations of an 
ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment terminations).  Actuarially determined amounts are subject to continual review and 
potential modifications, as actual results are compared with past expectations and new estimates are made 
about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time of each 
valuation and the historical pattern of sharing benefit costs between the employers and plan members to that 
point. The projection of benefits for financial reporting purposes does not explicitly incorporate the potential 
effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations will 
take into account the employee's entire career with the employer and also take into consideration the benefits, if 
any, paid to the employee after termination of employment until the death of the employee and any applicable 
contingent annuitant. In many cases, actuarial calculations reflect several decades of service with the employer 
and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial valuation, 
prepared as of June 30, 2018, are presented below: 
 
Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)
COLA or Ad Hoc COLA 2.50 percent, on and after April 1, 2018, COLA's for future retirees 

will be delayed for three years following commencement  
 
For post-retirement mortality, the table used in evaluating allowances to be paid is the RP-2014 Blue Collar 
Mortality Table with fully generational projection and Scale BB, with 120 percent of male rates and 110 
percent of female rates used. The RP-2000 Disabled Mortality Table with 90 percent for male rates and 100 
percent for female rates set back five years is used for the period after disability retirement.  

Attachment 26: Audited Financial Statements Page 2493



East Academy 
Cuyahoga County, Ohio 

Notes to the Basic Financial Statements 
For the Fiscal Year Ended June 30, 2019 

____________________________________________________________________________________ 
 

21 
 

The long-term return expectation for the Pension Plan Investments has been determined by using a building-
block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  A forecasted 
rate of inflation serves as the baseline for the return expectation.  Various real return premiums over the 
baseline inflation rate have been established for each asset class.  The long-term expected nominal rate of 
return has been determined by calculating an arithmetic weighted average of the expected real return premiums 
for each asset class, adding the projected inflation rate, and adding the expected return from rebalancing 
uncorrelated asset classes. The asset allocation, as used in the June 30, 2015 five-year experience study, is 
summarized as follows: 
 

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return

 
 
Discount Rate Total pension liability was calculated using the discount rate of 7.50 percent. The projection of 
cash flows used to determine the discount rate assumed that employers would contribute the actuarially 
determined contribution rate of projected compensation over the remaining 27-year amortization period of the 
unfunded actuarial accrued liability. Projected inflows from investment earnings were calculated using the 
long-term assumed investment rate of return (7.50 percent). Based on those assumptions, the plan’s fiduciary 
net position was projected to be available to make all future benefit payments of current plan members. 
Therefore, the long-term expected rate of return on pension plan investments was applied to all periods of 
projected benefits to determine the total pension liability.  
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount Rate 
Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact the 
following table presents the School’s proportionate share of the net pension liability calculated using the 
discount rate of 7.50 percent, as well as what the School’s net pension liability would be if it were calculated 
using a discount rate that is one percentage point lower (6.50 percent), or one percentage point higher (8.50 
percent) than the current rate. 

1% Decrease
Current 

Discount Rate 1% Increase
School's Proportionate Share
  of the Net Pension Liability 695,285$             493,609$           324,517$            
 
Actuarial Assumptions - STRS 
 
The total pension liability in the July 1, 2018 actuarial valuation was determined using the following actuarial 
assumptions, applied to all periods included in the measurement:  
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Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Projected Payroll Growth 3.00 percent
Cost-of-Living Adjustments 0.00 percent  

 
Post-retirement mortality rates are based on RP-2014 Annuitant Mortality Table with 50 percent of rates 
through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 and 84, and 
100 percent of rates thereafter, projected forward generationally using mortality improvement scale MP-2016; 
pre-retirement mortality rates are based on RP-2014 Employee Mortality Table, projected forward 
generationally using mortality improvement scale MP-2016. 
 

The actuarial assumptions used in the July 1, 2018 valuation, were adopted by the board from the results of an 
actuarial experience study for July 1, 2011, through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on the 
target allocation adopted by the Retirement Board. The target allocation and long-term expected rate of return 
for each major asset class are summarized as follows:  
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected

 
 

*Target weights will be phased in over a 24-month period concluding on July 1, 2019. 
 
**Ten year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25 
percent and does not include investment expenses. Over a 30-year period, STRS’ investment consultant 
indicates that the above target allocations should generate a return above the actuarial rate of return, without 
net value added by management. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 30, 
2018. The projection of cash flows used to determine the discount rate assumes that employer and member 
contributions will be made at statutory contribution rates of 14 percent each. For this purpose, only employer 
contributions that are intended to fund benefits of current plan members and their beneficiaries are included. 
Based on those assumptions, STRS’ fiduciary net position was projected to be available to make all projected 
future benefit payments to current plan members as of June 30, 2018. Therefore, the long-term expected rate of 
return on pension plan investments of 7.45 percent was applied to all periods of projected benefit payments to 
determine the total pension liability as of June 30, 2018. 
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount Rate 
The following table presents the School's proportionate share of the net pension liability as of June 30, 2018, 
calculated using the current period discount rate assumption of 7.45 percent, as well as what the School's 
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proportionate share of the net pension liability would be if it were calculated using a discount rate that is one-
percentage-point lower (6.45 percent) or one-percentage-point higher (8.45 percent) than the current 
assumption:  

1% Decrease
Current 

Discount Rate 1% Increase
School's Proportionate Share
  of the Net Pension Liability 1,788,074$          1,224,399$         747,325$            
 
 
NOTE 12 - DEFINED BENEFIT OPEB PLANS 
 
Net OPEB Asset/Liability 

 
The net OPEB asset/liability reported on the statement of net position represents an asset or liability to 
employees for OPEB. OPEB is a component of exchange transactions-–between an employer and its 
employees—of salaries and benefits for employee services.  OPEB are provided to an employee—on a 
deferred-payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for OPEB is a present obligation because it 
was created as a result of employment exchanges that already have occurred. 

 
The net OPEB asset/liability represents the School’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each OPEB 
plan’s fiduciary net position.  The net OPEB asset/liability calculation is dependent on critical long-term 
variables, including estimated average life expectancies, earnings on investments, cost of living adjustments 
and others.  While these estimates use the best information available, unknowable future events require 
adjusting these estimates annually.   

 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The School 
cannot control benefit terms or the manner in which OPEB are financed; however, the School does receive the 
benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the asset/liability is solely that of the employer, because they benefit from employee 
services.  OPEB contributions come from these employers and health care plan enrollees, which pay a portion 
of the health care costs in the form of a monthly premium.  The Ohio Revised Code permits, but does not 
require the retirement systems to provide healthcare to eligible benefit recipients. Any change to benefits or 
funding could significantly affect the net OPEB asset/liability. Resulting adjustments to the net OPEB 
asset/liability would be effective when the changes are legally enforceable. The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB asset/ liability. 
  
Plan Description - School Employees Retirement System (SERS) 
 
Health Care Plan Description - The School contributes to the SERS Health Care Fund, administered by SERS 
for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a cost-
sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare benefits to 
eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible dependents. 
Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most types of purchased 
credit, to qualify to participate in SERS’ health care coverage. In addition to age and service retirees, disability 
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benefit recipients and beneficiaries who are receiving monthly benefits due to the death of a member or retiree, 
are eligible for SERS’ health care coverage. Most retirees and dependents choosing SERS’ health care 
coverage are over the age of 65 and therefore enrolled in a fully insured Medicare Advantage plan; however, 
SERS maintains a traditional, self-insured preferred provider organization for its non-Medicare retiree 
population. For both groups, SERS offers a self-insured prescription drug program. Health care is a benefit that 
is permitted, not mandated, by statute.  The financial report of the Plan is included in the SERS Comprehensive 
Annual Financial Report which can be obtained on SERS’ website at www.ohsers.org under Employers/Audit 
Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the Ohio 
Revised Code. The Health Care Fund was established and is administered in accordance with Internal Revenue 
Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any health plan or 
program. Active employee members do not contribute to the Health Care Plan.  The SERS Retirement Board 
established the rules for the premiums paid by the retirees for health care coverage for themselves and their 
dependents or for their surviving beneficiaries.  Premiums vary depending on the plan selected, qualified years 
of service, Medicare eligibility, and retirement status.   
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer contributions.  
Each year, after the allocation for statutorily required pensions and benefits, the Retirement Board may allocate 
the remainder of the employer contribution of 14 percent of covered payroll to the Health Care Fund in 
accordance with the funding policy. For fiscal year 2019, 0.5 percent of covered payroll was made to health 
care. An additional health care surcharge on employers is collected for employees earning less than an 
actuarially determined minimum compensation amount, pro-rated if less than a full year of service credit was 
earned. For fiscal year 2019, this amount was $21,600. Statutes provide that no employer shall pay a health 
care surcharge greater than 2.0 percent of that employer’s SERS-covered payroll; nor may SERS collect in 
aggregate more than 1.5 percent of the total statewide SERS-covered payroll for the health care surcharge.  For 
fiscal year 2019, the School’s surcharge obligation was $2,418.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total amount 
assigned to the Health Care Fund. The School’s contractually required contribution to SERS was $3,062 for 
fiscal year 2019.     

Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part B 
premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the report of 
STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed by 
STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees, for the most recent year, pay a portion of the health care costs in the form of a monthly premium.  
Under Ohio law, funding for post-employment health care may be deducted from employer contributions, 
currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2019, STRS did not allocate any 
employer contributions to post-employment health care.   
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OPEB Assets/Liabilities, OPEB Expense, and Deferred Outflows/Inflows of Resources Related to OPEB  
 
The net OPEB asset/liability was measured as of June 30, 2018, and the total OPEB liability used to calculate 
the net OPEB asset/liability was determined by an actuarial valuation as of that date. The School's proportion 
of the net OPEB asset/liability was based on the School's share of contributions to the respective retirement 
systems relative to the contributions of all participating entities.  Following is information related to the 
proportionate share and OPEB expense: 

 
SERS STRS Total

Proportion of the Net OPEB Liability:
Current Measurement Date 0.00834340% 0.00556855%
Prior Measurement Date 0.00661440% 0.00525881%

Change in Proportionate Share 0.00172900% 0.00030974%

Proportionate Share of the Net
OPEB Liability/(Asset) 231,468$             (89,481)$              141,987$           

OPEB Expense 33,672$               (198,179)$            (164,507)$           
 
At June 30, 2019, the School reported deferred outflows of resources and deferred inflows of resources related 
to OPEB from the following sources:  

SERS STRS Total
Deferred Outflows of Resources
Differences between Expected and 
  Actual Experience 3,779$                 10,452$               14,231$             
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 72,868 11,037 83,905
School Contributions Subsequent to the 
  Measurement Date 3,062 0 3,062
Total Deferred Outflows of Resources 79,709$               21,489$               101,198$           

Deferred Inflows of Resources
Differences between Expected and 
  Actual Experience 0$                       5,213$                 5,213$               
Net Difference between Projected and 
  Actual Earnings on OPEB Plan Investments 347 10,222 10,569
Changes of Assumptions 20,795 121,924 142,719
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 0 29,678 29,678
Total Deferred Inflows of Resources 21,142$               167,037$             188,179$           

 
$3,062 reported as deferred outflows of resources related to OPEB resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the year 
ending June 30, 2020.  Other amounts reported as deferred outflows of resources and deferred inflows of 
resources related to OPEB will be recognized in OPEB expense as follows:  
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SERS STRS Total
Fiscal Year Ending June 30:

2020 16,830$               (26,818)$              (9,988)$             
2021 14,471 (26,818) (12,347)
2022 7,004 (26,816) (19,812)
2023 7,151 (24,498) (17,347)
2024 7,127 (23,682) (16,555)

Thereafter 2,922 (16,916) (13,994)

55,505$               (145,548)$            (90,043)$            
 

Actuarial Assumptions - SERS 
 
The total OPEB liability was determined by an actuarial valuation as of June 30, 2018. The actuarial 
assumptions used in the valuation are based on results from the most recent actuarial experience study, which 
covered the five-year period ending June 30, 2015. The experience study report is dated April 2016. The total 
OPEB liability used the following assumptions and other inputs: 
 
Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Municipal Bond Index Rate

Measurement Date 3.62 percent
Prior Measurement Date 3.56 percent

Single Equivalent Interest Rate
Measurement Date 3.70 percent, net of plan investment expense, including price inflation
Prior Measurement Date 3.63 percent, net of plan investment expense, including price inflation

Health Care Cost Trend Rate
Medicare 5.375 percent - 4.75 percent
Pre-Medicare 7.25 percent - 4.75 percent  

 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection and 
Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality Table with 
90 percent for male rates and 100 percent for female rates set back five years. 
 
The long-term expected rate of return on plan factors are considered in evaluating the long-term rate of return 
assumption including long-term historical data, estimates inherent in current market data, and a long-normal 
distribution analysis in which best-estimate ranges of expected future real rates of return were developed by the 
investment consultant for each major asset class. These ranges were combined to produce the long-term 
expected rate of return, 7.50 percent, by weighting the expected future real rates of return by the target asset 
allocation percentage and then adding expected inflation. The capital market assumptions developed by the 
investment consultant are intended for use over a 10-year horizon and may not be useful in setting the long-
term rate of return for funding pension plans which covers a longer timeframe. The assumption is intended to 
be a long-term assumption and is not expected to change absent a significant change in the asset allocation, a 
change in the inflation assumption, or a fundamental change in the market that alters expected returns in future 
years. 
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The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, as 
used in the June 30, 2015 five-year experience study, are summarized as follows: 
 

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return

 
 

Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2018 was 3.70 percent. 
The discount rate used to measure total OPEB liability prior to June 30, 2018 was 3.63 percent. The projection 
of cash flows used to determine the discount rate assumed that contributions will be made from members and 
the System at the contribution rate of 2.00 percent of projected covered payroll each year, which includes a 
1.50 percent payroll surcharge and 0.50 percent of contributions from the basic benefits plan. Based on these 
assumptions, the OPEB plan’s fiduciary net position was projected to become insufficient to make future 
benefit payments during the fiscal year ending June 30, 2026. Therefore, the long-term expected rate of return 
on OPEB plan assets was used to present value the projected benefit payments through the fiscal year ending 
June 30, 2025 and the Fidelity General Obligation 20-year Municipal Bond Index rate of 3.62 percent, as of 
June 30, 2018 (i.e., municipal bond rate), was used to present value the projected benefit payments for the 
remaining years in the projection. The total present value of projected benefit payments from all years was then 
used to determine the single rate of return that was used as the discount rate. The projection of future benefit 
payments for all current plan members was until the benefit payments ran out. 
 
Sensitivity of the School's Proportionate Share of the Net OPEB Liability to Changes in the Discount Rate 
and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in the 
discount rate and the health care cost trend rate. The following table presents the net OPEB liability and what 
the net OPEB liability would be if it were calculated using a discount rate that is one percentage point lower 
(2.70 percent) and higher (4.70 percent) than the current discount rate (3.70 percent). Also shown is what the 
net OPEB liability would be based on health care cost trend rates that are one percent lower (6.25 percent 
decreasing to 3.75 percent) and one percent higher (8.25 percent decreasing to 5.75 percent) than the current 
rate. 

 

1% Decrease
Current 

Discount Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability 280,869$             231,468$             192,353$           

1% Decrease
Current 

Trend Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability 186,753$             231,468$             290,680$            
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Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results used in 
the June 30, 2018, actuarial valuation are presented below:   

 
Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Health Care Cost Trend Rates -5.23 percent to 9.62 percent, initial, 4.00 percent ultimate  

 
Projections of benefits include the historical pattern of sharing benefit costs between the employers and retired 
plan members. 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 percent of 
rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 and 84, 
and 100 percent of rates thereafter, projected forward generationally using mortality improvement scale MP-
2016. For disabled retirees, mortality rates are based on the RP-2014 Disabled Mortality Table with 90 percent 
of rates for males and 100 percent of rates for females, projected forward generationally using mortality 
improvement scale MP-2016. 
 
Actuarial assumptions used in the June 30, 2018, valuation are based on the results of an actuarial experience 
study for the period July 1, 2011 through June 30, 2016.  
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on the 
target allocation adopted by the Retirement Board.  The target allocation and long-term expected rate of return 
for each major asset class are summarized as follows:  
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected

 
 

*Target weights will be phased in over a 24-month period concluding on July 1, 2019. 
 
**Ten year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25 
percent and does not include investment expenses.  Over a 30-year period, STRS' investment consultant 
indicates that the above target allocations should generate a return above the actuarial rate of return, without 
net value added by management. 
 
Discount Rate The discount rate used to measure the total OPEB liability was 7.45 percent as of June 30, 
2018. The projection of cash flows used to determine the discount rate assumed STRS continues to allocate no 
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employer contributions to the health care fund. Based on those assumptions, the OPEB plan’s fiduciary net 
position was projected to be available to make all projected future benefit payments to current plan members as 
of June 30, 2018. Therefore, the long-term expected rate of return on health care plan investments of 7.45 
percent was applied to all periods of projected benefit payments to determine the total OPEB liability as of 
June 30, 2018.  
 
Sensitivity of the School’s Proportionate Share of the Net OPEB Asset/Liability to Changes in the Discount 
and Health Care Cost Trend Rate The following table represents the net OPEB asset/liability as of June 30, 
2018, calculated using the current period discount rate assumption of 7.45 percent, as well as what the net 
OPEB asset/liability would be if it were calculated using a discount rate that is one percentage point lower 
(6.45 percent) or one percentage point higher (8.45 percent) than the current assumption. Also shown is the net 
OPEB liability as of June 30, 2018, calculated using health care cost trend rates that are one percentage point 
lower or one percentage point higher than the current health care cost trend rates. 

1% Decrease
Current 

Discount Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability/(Asset) (76,694)$              (89,481)$              (100,228)$          

1% Decrease
Current 

Trend Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability/(Asset) (99,621)$              (89,481)$              (79,182)$             
 
NOTE 13 - CONTINGENCES 

 
Grants 
 
Amounts received from grantor agencies are subject to audit and adjustment by the grantor. Any disallowed 
costs may require refunding to the grantor.  Amounts which may be disallowed, if any, are not presently 
determinable.  However, in the opinion of the School, any such disallowed claims will not have a material 
adverse effect on the financial position of the School. 

 
Enrollment FTE 

 
School foundation funding is based on the annualized full-time equivalent (FTE) enrollment of each student. 
 However, there is an important nexus between attendance and enrollment for Foundation funding purposes.  
Community schools must provide documentation that clearly demonstrates students have participated in 
learning opportunities. The Ohio Department of Education (ODE) is legislatively required to adjust/reconcile 
funding as enrollment information is updated by schools throughout the State, which can extend past the fiscal 
year end.  

   
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. As of the date of this report, ODE has not performed an FTE Review on the School for fiscal 
year 2019. 
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As of the date of this report, all ODE adjustments have been completed. 
 
In addition, the School’s contracts with their Sponsor and Management Company require payment based on 
revenues received from the State.  As discussed above, all ODE adjustments through fiscal year 2019 have 
been completed.  A reconciliation between payments previously made and the FTE adjustments has taken place 
with these contracts. 
 
Litigation 

 
The School is not a party to legal proceedings that, in the opinion of management, would have a material 
adverse effect on the financial statements. 
 
NOTE 14 – SUBSEQUENT EVENTS 
 
The School signed a contract with St. Aloysius Orphanage to be the School’s sponsor effective July 1, 2019. 
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2019 2018 2017 2016 2015
School Employees Retirement System (SERS)

School's Proportion of the Net Pension Liability 0.00861870% 0.00676630% 0.00465770% 0.00826530% 0.00845000%

School's Proportionate Share of the Net Pension Liability 493,609$        404,271$        340,901$         471,626$       427,650$       

School's Covered Payroll 287,193$        219,550$        256,550$         295,114$       223,911$       

School's Proportionate Share of the Net Pension Liability
as a Percentage of its Covered Payroll 171.87% 184.14% 132.88% 159.81% 190.99%

Plan Fiduciary Net Position as a Percentage of the Total Pension Liability 71.36% 69.50% 62.98% 69.16% 71.70%

State Teachers Retirement System (STRS)

School's Proportion of the Net Pension Liability 0.00556855% 0.00525881% 0.00603570% 0.00965347% 0.00914109%

School's Proportionate Share of the Net Pension Liability 1,224,399$     1,249,242$     2,020,331$      2,667,937$    2,223,429$    

School's Covered Payroll 633,050$        578,143$        928,571$         1,270,129$    784,131$       

School's Proportionate Share of the Net Pension Liability
as a Percentage of its Covered Payroll 193.41% 216.08% 217.57% 210.05% 283.55%

Plan Fiduciary Net Position as a Percentage of the Total Pension Liability 77.31% 75.30% 66.80% 72.10% 74.70%

(1) Information prior to 2015 is not available.

Note: The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

East Academy
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net Pension Liability

Last Five Fiscal Years (1)

See accompanying notes to the required supplementary information.
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2019 2018 2017 2016 2015 2014
School Employees Retirement System (SERS)

Contractually Required Contribution 17,377$               38,771$               30,737$               35,917$               38,896$               31,034$               

Contributions in Relation to the 
Contractually Required Contribution (17,377) (38,771) (30,737) (35,917) (38,896) (31,034)

Contribution Deficiency (Excess) 0$                        0$                        0$                        0$                        0$                        0$                        

School's Covered Payroll 128,719$             287,193$             219,550$             256,550$             295,114$             223,911$             

Pension Contributions as a Percentage of 
Covered Payroll 13.50% 13.50% 14.00% 14.00% 13.18% 13.86%

State Teachers Retirement System (STRS)

Contractually Required Contribution 116,156$             88,627$               80,940$               130,000$             177,818$             101,937$             

Contributions in Relation to the 
Contractually Required Contribution (116,156) (88,627) (80,940) (130,000) (177,818) (101,937)

Contribution Deficiency (Excess) 0$                        0$                        0$                        0$                        0$                        0$                        

School's Covered Payroll 829,686$             633,050$             578,143$             928,571$             1,270,129$          784,131$             

Pension Contributions as a Percentage of 
Covered Payroll 14.00% 14.00% 14.00% 14.00% 14.00% 13.00%

(1) Information prior to 2014 is not available

East Academy
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Contributions  - Pension

Last Six Fiscal Years (1)

See accompanying notes to the required supplementary information.
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2019 2018 2017
School Employees Retirement System (SERS)

School's Proportion of the Net OPEB Liability 0.00834340% 0.00661440% 0.00427755%

School's Proportionate Share of the Net OPEB Liability 231,468$                177,513$                121,926$                

School's Covered Payroll 287,193$                219,550$                256,550$                

School's Proportionate Share of the Net OPEB Liability
as a Percentage of its Covered Payroll 80.60% 80.85% 47.53%

Plan Fiduciary Net Position as a Percentage of the Total OPEB Liability 13.57% 12.46% 11.49%

State Teachers Retirement System (STRS)

School's Proportion of the Net OPEB Liability/(Asset) 0.00556855% 0.00525881% 0.00603570%

School's Proportionate Share of the Net OPEB Liability/(Asset) (89,481)$                 205,179$                322,791$                

School's Covered Payroll 633,050$                578,143$                928,571$                

School's Proportionate Share of the Net OPEB Liability/(Asset)
as a Percentage of its Covered Payroll -14.13% 35.49% 34.76%

Plan Fiduciary Net Position as a Percentage of the Total OPEB Liability 176.00% 47.10% 37.30%

(1) Information prior to 2017 is not available.

Note: The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

East Academy
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net OPEB Liability/(Asset)

Last Three Fiscal Years (1)

See accompanying notes to the required supplementary information.
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2019 2018 2017 2016 2015 2014
School Employees Retirement System (SERS)

Contractually Required Contribution (1) 3,062$                 4,166$                 2,440$                 266$                    2,013$                 5,131$                 

Contributions in Relation to the 
Contractually Required Contribution (3,062) (4,166) (2,440) (266) (2,013) (5,131)

Contribution Deficiency (Excess) 0$                        0$                        0$                        0$                        0$                        0$                        

School's Covered Payroll 128,719$             287,193$             219,550$             256,550$             295,114$             223,911$             

OPEB Contributions as a Percentage of 
Covered Payroll (1) 2.38% 1.45% 1.11% 0.10% 0.68% 2.29%

State Teachers Retirement System (STRS)

Contractually Required Contribution 0$                        0$                        0$                        0$                        0$                        7,841$                 

Contributions in Relation to the 
Contractually Required Contribution 0 0 0 0 0 (7,841)

Contribution Deficiency (Excess) 0$                        0$                        0$                        0$                        0$                        0$                        

School's Covered Payroll 829,686$             633,050$             578,143$             928,571$             1,270,129$          784,131$             

OPEB Contributions as a Percentage of 
Covered Payroll 0.00% 0.00% 0.00% 0.00% 0.00% 1.00%

(1) Includes surcharge
(2) Information prior to 2014 is not available

East Academy
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Contributions - OPEB

Last Six Fiscal Years (2)

See accompanying notes to the required supplementary information.
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Note 1 - Net Pension Liability 
 
Changes in Assumptions - SERS 
 
For fiscal year 2017, the SERS Board adopted the following assumption changes: 

• Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent 
• Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent 
• Assumed real wage growth was reduced from 0.75 percent to 0.50 percent 
• Rates of withdrawal, retirement and disability were updated to reflect recent experience. 
• Mortality among active members was updated to RP-2014 Blue Collar Mortality Table with fully 

generational projection and a five year age set-back for both males and females. 
• Mortality among service retired members, and beneficiaries was updated to RP-2014 Blue Collar 

Mortality Table with fully generational projection with Scale BB, 120 percent of male rates, and 
110 percent of female rates. 

• Mortality among disabled members was updated to RP-2000 Disabled Mortality Table, 90 
percent for male rates and 100 percent for female rates, set back five years is used for the period 
after disability retirement.   

 
Changes in Benefit Terms - SERS 

For fiscal year 2018, the cost-of-living adjustment was changed from a fixed 3.00 percent to a cost-of-living 
adjustment that is indexed to CPI-W not greater than 2.50 percent with a floor of zero percent beginning 
January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has enacted a 
three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the Retirement Board approved several changes to the actuarial assumptions in 2017. 
The long term expected rate of return was reduced from 7.75 percent to 7.45 percent, the inflation 
assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered to 
3.00 percent, and total salary increases rate was lowered by decreasing the merit component of the 
individual salary increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy and 
disabled mortality assumptions were updated to the RP-2014 mortality tables with generational 
improvement scale MP-2016. Rates of retirement, termination and disability were modified to better reflect 
anticipated future experience. 
 
Changes in Benefit Terms - STRS 
 
For fiscal year 2018, the cost-of-living adjustment (COLA) was reduced to zero.  
 
Note 2 - Net OPEB Liability 
 
Changes in Assumptions – SERS 
 
Amounts reported for fiscal year 2019 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 3.56 percent to 3.62 
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percent. Single Equivalent Interest Rate, net of plan investment expense, including price inflation,   
increased from 3.63 percent to 3.70 percent. The health care cost trend assumptions changed as follows:  
 
Pre-Medicare 
  Fiscal year 2018  7.50 percent initially, decreasing to 4.00 percent 

Fiscal year 2019 7.25 percent initially, decreasing to 4.75 percent 
Medicare 
 Fiscal year 2018  5.50 percent initially, decreasing to 5.00 percent 

Fiscal year 2019 5.375 percent initially, decreasing to 4.75 percent 
 

Amounts reported for fiscal year 2018 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 2.92 percent to 3.56 
percent. Single Equivalent Interest Rate, net of plan investment expense, including price inflation,   
increased from 2.98 percent to 3.63 percent. 
 
Changes in Benefit Terms - SERS 

There have been no changes to the benefit provisions. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2019, the discount rate was increased from the blended rate of 4.13 percent to the long-term 
expected rate of return of 7.45 percent. Valuation year per capita health care costs were updated. Health 
care cost trend rates ranged from 6.00 percent to 11 percent initially and a 4.50 percent ultimate rate for 
fiscal year 2018 and changed for fiscal year 2019 to a range of -5.20 percent to 9.60 percent, initially and a 
4.00 ultimate rate. 
 
For fiscal year 2018, the blended discount rate was increased from 3.26 percent to 4.13 percent. Valuation 
year per capita health care costs were updated, and the salary scale was modified. The percentage of future 
retirees electing each option was updated based on current data and the percentage of future disabled retirees 
and terminated vested participants electing health coverage were decreased. The assumed mortality, 
disability, retirement, withdrawal and future health care cost trend rates were modified along with the 
portion of rebated prescription drug costs. 
 
Changes in Benefit Terms – STRS 
 
For fiscal year 2019, the subsidy multiplier for non-Medicare benefit recipients was increased from 1.9 
percent to 1.944 percent per year of service effective January 1, 2019. The non-Medicare frozen subsidy 
base premium was increased effective January 1, 2019 and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 1, 2020. 
 
For fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued for 
certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will be 
discontinued beginning January 2019. This was subsequently extended, see above paragraph.  
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December 18, 2019 
 
To the Board of Directors 
East Academy 
Cuyahoga County, Ohio 
15720 Kipling Avenue 
Cleveland, Ohio 44110 
 

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 
and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards  
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of East Academy, 
Cuyahoga County, Ohio, (the “School”) as of and for the year ended June 30, 2019, and the related notes 
to the financial statements, which collectively comprise the School’s basic financial statements, and have 
issued our report thereon dated December 18, 2019. 
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School’s internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate in 
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the School’s internal control. Accordingly, we 
do not express an opinion on the effectiveness of the School’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with 
governance. 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified. 
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East Academy 
Independent Auditor’s Report on Internal Control over Financial Reporting and on  

Compliance and Other Matters Based on an Audit of Financial Statements  
Performed in Accordance with Government Auditing Standards 

Page 2 of 2 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 
results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 

 
 
 
 
 

        Cambridge, Ohio 
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88 East Broad Street, Columbus, Ohio 43215 
Phone: 614-466-4514 or 800-282-0370 

www.ohioauditor.gov

 
 
 
Board of Education 
East Academy 
15720 Kipling Avenue 
Cleveland, Ohio 44110 
 
 
We have reviewed the Independent Auditor’s Report of the East Academy, Cuyahoga County, 
prepared by Rea & Associates, Inc., for the audit period July 1, 2017 through June 30, 2018.  
Based upon this review, we have accepted these reports in lieu of the audit required by Section 
117.11, Revised Code.  The Auditor of State did not audit the accompanying financial statements 
and, accordingly, we are unable to express, and do not express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The East Academy is responsible for compliance 
with these laws and regulations. 
 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
February 28, 2019  
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December 26, 2018 

 

To the Board of Directors 

East Academy 

Cuyahoga County, Ohio 

15720 Kipling Avenue 

Cleveland, Ohio 44110 

 

Independent Auditor's Report 

 

Report on the Financial Statements 

 

We have audited the accompanying financial statements of the East Academy, Cuyahoga County, Ohio, 

(the “School”) as of and for the year ended June 30, 2018, and the related notes to the financial 

statements, which collectively comprise the School’s basic financial statements as listed in the table of 

contents. 

 

Management’s Responsibility for the Financial Statements 

 

Management is responsible for the preparation and fair presentation of these financial statements in 

accordance with accounting principles generally accepted in the United States of America; this includes 

the design, implementation, and maintenance of internal control relevant to the preparation and fair 

presentation of financial statements that are free from material misstatement, whether due to fraud or 

error. 

 

Auditor’s Responsibility 

 

Our responsibility is to express an opinion on these financial statements based on our audit. We 

conducted our audit in accordance with auditing standards generally accepted in the United States of 

America and the standards applicable to financial audits contained in Government Auditing Standards, 

issued by the Comptroller General of the United States. Those standards require that we plan and perform 

the audit to obtain reasonable assurance about whether the financial statements are free from material 

misstatement. 

 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 

the financial statements. The procedures selected depend on the auditor’s judgment, including the 

assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 

In making those risk assessments, the auditor considers internal control relevant to the School’s 

preparation and fair presentation of the financial statements in order to design audit procedures that are 

appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 

the School’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating 

the appropriateness of accounting policies used and the reasonableness of significant accounting estimates 

made by management, as well as evaluating the overall presentation of the financial statements. 

 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 

our audit opinion. 
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East Academy 

Independent Auditor’s Report 

Page 2 of 2 

 

Opinion 

 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 

financial position of the School, as of June 30, 2018, and the changes in its financial position and its cash 

flows for the year then ended in accordance with accounting principles generally accepted in the United 

States of America. 

 

Emphasis of a Matter  

 

As described in Note 3, the School restated the net position balance to account for the implementation of 

GASB Statement No. 75, Accounting and Financial reporting for Postemployment Benefits other than 

Pensions. Our opinion is not modified with respect to this matter. 

 

Other Matters 

 

Required Supplementary Information 

 

Accounting principles generally accepted in the United States of America require that the the 

Management’s Discussion and Analysis, Schedule of the School’s Proportionate Share of the Net Pension 

Liability, Schedule of School’s Contributions-Pension, Schedule of the School’s Proportionate Share of 

the Net OPEB Liability, and Schedule of School’s Contributions-OPEB on pages 3-7, 33, 34-35, 37 and 

38-39, respectively, be presented to supplement the basic financial statements. Such information, although 

not a part of the basic financial statements, is required by the Governmental Accounting Standards Board 

who considers it to be an essential part of financial reporting for placing the basic financial statements in 

an appropriate operational, economic, or historical context. We have applied certain limited procedures to 

the required supplementary information in accordance with auditing standards generally accepted in the 

United States of America, which consisted of inquiries of management about the methods of preparing the 

information and comparing the information for consistency with management’s responses to our 

inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic 

financial statements. We do not express an opinion or provide any assurance on the information because 

the limited procedures do not provide us with sufficient evidence to express an opinion or provide any 

assurance. 

 

Other Reporting Required by Government Auditing Standards 

 

In accordance with Government Auditing Standards, we have also issued our report dated December 26, 

2018 on our consideration of the School’s internal control over financial reporting and on our tests of its 

compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 

matters. The purpose of that report is solely to describe the scope of our testing of internal control over 

financial reporting and compliance and the results of that testing, and not to provide an opinion on the 

effectiveness of the School’s internal control over financial reporting or on compliance. That report is an 

integral part of an audit performed in accordance with Government Auditing Standards in considering the 

School’s internal control over financial reporting and compliance. 

 
        Cambridge, Ohio 
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The discussion and analysis of East Academy’s (the School) financial performance provides an overall 
review of the School’s financial activities for the fiscal year ended June 30, 2018.  The intent of this 
discussion and analysis is to look at the School’s financial performance as a whole; readers should also 
review the basic financial statements and notes to the basic financial statements to enhance their 
understanding of the School’s financial performance.  
 
The Management’s Discussion and Analysis (MD&A) is an element of the reporting model adopted by 
the Governmental Accounting Standard Board (GASB) in their Statement No. 34 Basic Financial 
Statements – and Management’s Discussion and Analysis – for State and Local Governments issued 
June 1999.  Certain comparative information between the current year and the prior year is required to be 
presented in the MD&A.   
 
Financial Highlights 
 

• In total, net position increased $281,906, which represents a 14.9 percent change from 2017. 
 
• Total assets decreased $35,378, which represents a 24.7 percent change from 2017. 

 
• Total liabilities decreased $813,471, which represents a 28.4 percent change from 2017. 

 
• The School implemented GASB 75, which reduced beginning net position as previously reported 

by $442,277.  
 

• A decrease in net pension liability and net OPEB liability substantially decreased fringe benefits 
(reported as pension/OPEB expense) compared to fiscal year 2017. See further explanation after 
Table 1. 

 
The net pension liability (NPL) is the largest single liability reported by the School at June 30, 2018   and 
is reported pursuant to GASB Statement 68, Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27.   For fiscal year 2018, the School adopted GASB Statement 75, 
Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions, which 
significantly revises accounting for costs and liabilities related to other postemployment benefits (OPEB).  
For reasons discussed below, many end users of this financial statement will gain a clearer understanding 
of the School’s actual financial condition by adding deferred inflows related to pension and OPEB, the 
net pension liability and the net OPEB liability to the reported net position and subtracting deferred 
outflows related to pension and OPEB. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OPEB liability.  GASB 68 and 
GASB 75 take an earnings approach to pension and OPEB accounting; however, the nature of Ohio’s 
statewide pension/OPEB plans and state law governing those systems requires additional explanation in 
order to properly understand the information presented in these statements. 
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GASB 68 and GASB 75 require the net pension liability and the net OPEB liability to equal the School’s 
proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service  

2 Minus plan assets available to pay these benefits 
 
GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, 
benefits, and the promise of a future pension and other postemployment benefits.  GASB noted that the 
unfunded portion of this promise is a present obligation of the government, part of a bargained-for benefit 
to the employee, and should accordingly be reported by the government as a liability since they received 
the benefit of the exchange.  However, the School is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement systems to provide healthcare to eligible benefit recipients.  The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a 
specific, legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension/OPEB plan as against the public employer.  State law 
operates to mitigate/lessen the moral obligation of the public employer to the employee, because all 
parties enter the employment exchange with notice as to the law.  The retirement system is responsible for 
the administration of the pension and OPEB plans.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability.  As explained above, changes in benefits, 
contribution rates, and return on investments affect the balance of these liabilities, but are outside the 
control of the local government.  In the event that contributions, investment returns, and other changes are 
insufficient to keep up with required payments, State statute does not assign/identify the responsible party 
for the unfunded portion.  Due to the unique nature of how the net pension liability and the net OPEB 
liability are satisfied, these liabilities are separately identified within the long-term liability section of the 
statement of net position. 
 
In accordance with GASB 68 and GASB 75, the School’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB liability, respectively, not accounted for as 
deferred inflows/outflows.  
 
As a result of implementing GASB 75, the School is reporting a net OPEB liability and deferred 
inflows/outflows of resources related to OPEB on the accrual basis of accounting.  This implementation 
also had the effect of restating net position at June 30, 2017, from ($1,451,176) to ($1,893,453). 
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Using this Financial Report 
 
This report consists of three parts, the Required Supplementary Information, the financial statements, and 
notes to the financial statements.  The basic financial statements include a Statement of Net Position, a 
Statement of Revenues, Expenses and Changes in Net Position, and a Statement of Cash Flows. 
 
Statement of Net Position 

 
The Statement of Net Position answers the question of how well the School performed financially during 
2018. This statement includes all assets, deferred outflows of resources, liabilities, deferred inflows of 
resources, and net position, both financial and capital and current and long-term, using the accrual basis 
of accounting, which is the accounting used by most private-sector companies. This basis of accounting 
takes into account all revenues and expenses during the year, regardless of when the cash is received or 
expended.  
 
Table 1 provides a summary of the School’s Net Position for fiscal year 2018 and fiscal year 2017 
(Restated). 
 

Restated
2018 2017

Assets
Current Assets 107,900$       143,278$       
Total Assets 107,900 143,278

Deferred Outflows 1,331,265 1,764,840

Liabilities
Current Liabilities 16,641 60,368
Long Term Liabilities 2,036,205 2,805,949
Total Liabilities 2,052,846 2,866,317

Deferred Inflows 997,866 935,254

Net Position
Unrestricted (1,611,547) (1,893,453)
Total Net Position (1,611,547)$   (1,893,453)$   

(Table 1)
Statement of Net Position

 
Total assets decreased $35,378 from 2017. This was primarily due to decreases in grant funding 
receivable. Long term liabilities decreased $769,744 from 2017. The significant decrease in long term 
liabilities is largely the result of a change in benefit terms in which STRS reduced their COLA to zero 
coupled by a slight reduction in COLA benefits by SERS. The significant changes in pension and OPEB 

Attachment 26: Audited Financial Statements Page 2523



East Academy 
Cuyahoga County, Ohio 

Management’s Discussion and Analysis 
For the Fiscal Year Ended June 30, 2018 

(Unaudited) 
 
 

6 
 

deferred outflows and pension deferred inflows are primarily from changes in proportionate share of 
contributions.  All components of pension and OPEB accruals contribute to the fluctuations in deferred 
outflows/inflows and NPL/NOL and are described in more detail in their respective notes. 
 
Statement of Revenues, Expenses, and Changes in Net Position 
 
Table 2 shows the changes in net position for fiscal year 2018 and 2017, as well as a listing of revenues 
and expenses.  
 

2018 2017

Operating Revenue 2,393,295$     2,386,319$     
Non-Operating Revenue 507,616 564,347
Total Revenue 2,900,911 2,950,666

Operating Expenses 2,619,005 3,430,837

Change In Net Position 281,906$       (480,171)$      

(Table 2)
Change in Net Position

 
The information necessary to restate the 2017 beginning balances and the 2017 OPEB expense amounts 
for the effects of the initial implementation of GASB 75 is not available. Therefore, 2017 functional 
expenses still include OPEB expense of $2,440 computed under GASB 45. GASB 45 required 
recognizing pension expense equal to the contractually required contributions to the plan. Under GASB 
75, OPEB expense represents additional amounts earned, adjusted by deferred inflows/outflows. The 
contractually required contribution is no longer a component of OPEB expense. Under GASB 75, the 
2018 statements report negative OPEB expense of $41,574. Consequently, in order to compare 2018 total 
program expenses to 2017, the following adjustments are needed: 
 

Total 2018 Program Expenses under GASB 75 2,619,005$        
Negative OPEB Expense under GASB 75 41,574
2018 Contractually Required Contribution 4,166

Adjusted 2018 Program Expenses 2,664,745
Total 2017 Program Expenses under GASB 45 3,430,837
Decrease in Program Expenses not Related to OPEB (766,092)$         

 
The School’s operating and non-operating revenues in 2018 were based on the School’s full-time 
equivalent (FTE) and the School’s federal grant funding received throughout the year. The School’s most 
significant expense was “Purchased Services: Management Fees” paid pursuant to the management 
agreement in place between the School and STA East, LLC.  The agreement provides that specific 
percentages of the revenues received by the School will be paid to STA East, LLC to fund operations. 
(See notes to the basic financial statements, note 8).  See financial highlights for explanation of 
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fluctuations in operating expenses.  The negative expense reported by pension and OPEB was also caused 
by these accruals.    
 
Capital Assets  
 
At the end of fiscal year 2018, all capital assets had been fully depreciated in a prior year. 
 
Current Financial Issues 
 
East Academy received revenue for 283 students in 2018. East Academy is different from many other 
schools as it provides education in a distance-learning environment to students in nearly every county in 
the State of Ohio. State law governing community schools allows for the School to have open enrollment 
across traditional school district boundaries.   
 
The School receives its support almost entirely from state aid.  Per pupil revenue from state aid for the 
School averaged $8,457 in fiscal year 2018. The School receives additional revenues from grant 
subsidies. 
 
Although there is a possibility that State aid will be cut in future years due to the economic climate, the 
School feels that the relationship with the management company will insulate them from any significant 
change. The relationship brings stability to the School since specific percentages of revenues are payable 
to the management company (See notes to the basic financials statements, note 8). 
 
Contacting the School’s Financial Management 
 
This financial report is designed to provide our readers with a general overview of the School’s finances 
and to show the School’s accountability for the money it receives.  If you have questions about this report 
or need additional information, contact the Fiscal Officer at 3320 West Market Street, Suite 300, 
Fairlawn, Ohio 44333. 
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ASSETS

Current Assets
Cash And Cash Equivalents 99,437$                       
Prepaid Insurance 430
Grant Funding Receivable 8,033

Total Assets 107,900

DEFERRED OUTFLOWS OF RESOURCES

Pension 1,266,885
OPEB 64,380

Total Deferred Outflows of Resources 1,331,265

LIABILITIES

Current Liabilities
Accounts Payable 8,608
Grant Funding Payable 8,033

Total Current Liabilities 16,641

Long Term Liabilities
Net Pension Liability 1,653,513
Net OPEB Liability 382,692

Total Long Term Liabilities 2,036,205

Total Liabilities 2,052,846

DEFERRED INFLOWS OF RESOURCES

Pension 919,641
OPEB 78,225

Total Deferred Inflows of Resources 997,866

NET POSITION

Unrestricted Net Position (1,611,547)

Total Net Position (1,611,547)$                

Statement of Net Position
Cuyahoga County, Ohio

East Academy

June 30, 2018

8
See accompanying notes to the basic financial statements.
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OPERATING REVENUES

State Basic Aid 2,323,240$                 
Facilities Aid 55,225
Casino Revenue 14,830

Total Operating Revenues 2,393,295

OPERATING EXPENSES

Purchased Services: Management Fees 2,275,671
Purchased Services: Grant Programs 489,676
Pension & OPEB (273,557)
Sponsorship Fees 69,310
Other Expenses 57,905

Total Operating Expenses 2,619,005

Operating Income (Loss) (225,710)

NON-OPERATING REVENUES

Federal and State Grants 489,676
Miscellaneous 17,940

Total Non-Operating Revenues 507,616

Change In Net Position 281,906

Net Position Beginning of Year (Restated) (1,893,453)

Net Position End of Year (1,611,547)$                

Statement of Revenues, Expenses, and Changes in Net Position
For the Fiscal Year Ended June 30, 2018

East Academy
Cuyahoga County, Ohio

9
See accompanying notes to the basic financial statements.
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INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH FLOWS FROM OPERATING ACTIVITIES

Cash Received From State Aid 2,393,001$                 
Cash Payments To Suppliers For Goods And Services (2,891,734)

                                     
Net Cash Used For Operating Activities (498,733)

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Cash Received From Grant Programs 489,676
Cash Received From Miscellaneous Sources 17,940

Net Cash Received From Noncapital Financing Activities 507,616

Net Increase in Cash and Cash Equivalents 8,883

Cash and Cash Equivalents at Beginning of Year 90,554
                                    

Cash and Cash Equivalents at End of Year 99,437$                      
                                    

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH
USED FOR OPERATING ACTIVITIES

Operating Income (Loss) (225,710)$                   

ADJUSTMENTS TO RECONCILE OPERATING INCOME (LOSS) TO NET
CASH USED FOR OPERATING ACTIVITIES

Changes in Assets, Liabilities, and Deferred Outflows/Inflows:
Continuing Fees Receivable 5,577
Prepaids (12)
Deferred Outflows of Resources 433,575
Deferred Inflows of Resources 62,612
Accounts Payable 840
State Aid Payable (5,871)
Net Pension/OPEB Liability (769,744)

                                     
Total Adjustments (273,023)

                                    
Net Cash Used For Operating Activities (498,733)$                   

For the Fiscal Year Ended June 30, 2018

East Academy
Cuyahoga County, Ohio
Statement of Cash Flows

10
See accompanying notes to the basic financial statements.
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NOTE 1 - DESCRIPTION OF THE SCHOOL AND REPORTING ENTITY 
 

East Academy (the School) is a federal tax exempt 501(c)(3) and state nonprofit corporation established 
pursuant to Ohio Rev. Code Chapters 3314 and 1702 to maintain and provide a school exclusively for any 
educational, literary, scientific and related teaching service. The School, which is part of the State’s education 
program, is independent of any school district.  The School may sue and be sued, acquire facilities as needed, 
and contract for any services necessary for the operation of the School.  

 
The School contracts with STA East, LLC for most of its functions (see note 8). STA East, LLC is under 
ownership of ACCEL Schools of Ohio, LLC. 

 
The School signed a contract with Ohio Department of Education (Sponsor) to operate through June 30, 2019. 
The School operates under a self-appointing, four-member Board of Directors (the Board).  The School’s Code 
of Regulations specify that vacancies that arise on the Board will be filled by the appointment of a successor 
director by a majority vote of the then existing directors. The Board is responsible for carrying out the 
provisions of the contract with the Sponsor, which include, but are not limited to, state-mandated provisions 
regarding student population, curriculum, academic goals, performance standards, admission standards, and 
qualifications of teachers. The School has one instructional/support facility, which is leased by STA East, LLC. 
The facility is staffed with teaching personnel employed by STA East, LLC, who provide services to 283 
students.  

 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The financial statements of the School have been prepared in conformity with generally accepted accounting 
principles as applied to governmental nonprofit organizations. The Governmental Accounting Standards Board 
(GASB) is the accepted standard-setting body for establishing governmental accounting and financial reporting 
principles. The more significant of the School’s accounting policies are described on the following pages. 

 
Basis of Presentation 

 
The School’s financial statements consist of a Statement of Net Position, a Statement of Revenues, Expenses 
and Changes in Net Position, and a Statement of Cash Flows. Enterprise fund reporting focuses on the 
determination of the change in Net Position, financial position and cash flows. 

 
Auditor of State of Ohio Bulletin No. 2000-005 requires the presentation of all financial activity to be reported 
within one enterprise fund for year-end reporting purposes. Enterprise accounting is used to account for 
operations that are financed and operated in a manner similar to private business enterprises where the intent is 
that the costs (expenses) of providing goods or services to the general public on a continuing basis be financed 
or recovered primarily through user charges. 
 
Measurement Focus and Basis of Accounting 

 
The accounting and financial reporting treatment applied to a fund is determined by its measurement focus.  
Enterprise accounting uses a flow of economic resources measurement focus.  With this measurement focus, all 
assets and deferred outflows of resources as well as all liabilities and deferred inflows of resources are included 
on the Statement of Net Position.  Operating statements present increases (i.e., revenues) and decreases in Net 
Position. The accrual basis of accounting is utilized for reporting purposes.  

 
Revenues are recognized when they are earned, and expenses are recognized when they are incurred. 
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Budgetary Process 
 

Community schools are statutorily required to adopt a budget by Ohio Revised Code 3314.032(C).  However, 
unlike traditional public schools located in the State of Ohio, community schools are not required to follow the 
specific budgetary process and limits set forth in the Ohio Revised Code Chapter 5705, unless specifically 
provided in the contract between the School and its Sponsor. The contract between the School and its Sponsor 
does not require the School to follow the provisions Ohio Revised Code Chapter 5705; therefore, no budgetary 
information is presented in the basic financial statements.   
 
Cash and Cash Equivalents 

 
All cash received by the School is maintained in a demand deposit account.  
 
Intergovernmental Revenues 

 
The School currently participates in the State Foundation Program, Facilities Aid and casino tax distributions, 
which are reflected under “Operating revenues” on the Statement of Revenues, Expenses, and Changes in Net 
Position.  Revenues received from these programs are recognized as operating revenue in the accounting period 
in which all eligibility requirements have been met. 

 
Non-exchange transactions, in which the School receives value without directly giving equal value in return, 
include grants, entitlements, and contributions. Grants, entitlements, and contributions are recognized as non-
operating revenues in the accounting period in which all eligibility requirements have been met. 
 
Eligibility requirements include timing requirements, which specify the year when the resources are required to 
be used or the fiscal year when use is first permitted; matching requirements, in which the School must provide 
local resources to be used for a specified purpose; and expense requirements, in which the resources are 
provided to the School on a reimbursement basis.  
 
Capital Assets and Depreciation 

 
For purposes of recording capital assets, the Board has a capitalization threshold of $5,000.  

  
As of June 30, 2018, the School had no capital assets. 
 
Use of Estimates 

 
In preparing the financial statements, management is sometimes required to make estimates and assumptions 
that affect the reported amounts of assets and liabilities, the disclosure of contingent assets and deferred 
outflows of resources, and liabilities and deferred inflows of resources at the date of the financial statements, 
and the reported amounts of revenues and expenses during the reporting period.  Actual results could differ 
from those estimates. 
 
Net Position 
 
Net Position represents the difference between assets and deferred outflows of resources, and liabilities and 
deferred inflows of resources. Net Position consists of unrestricted. The School applies restricted resources first 
when an expense is incurred for purposes for which both restricted and unrestricted net position is available. 
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Operating Revenues and Expenses 
 
Operating revenues are those revenues that are generated directly from the School’s primary activities. For the 
School, these revenues are primarily state aid payments. Operating expenses are necessary costs incurred to 
provide the goods and services that are the primary activities of the School. Revenues and expenses not 
meeting this definition are reported as non-operating. 

 
Pensions and Other Postemployment Benefits (OPEB) 
 
For purposes of measuring the net pension/OPEB liability, deferred outflows of resources and deferred inflows 
of resources related to pension/OPEB, and pension/OPEB expense; information about the fiduciary net 
position of the pension/OPEB plans and additions to/deductions from their fiduciary net positon have been 
determined on the same basis as they are reported by the pension/OPEB plan.  For this purpose, benefit 
payments (including refunds of employee contributions) are recognized when due and payable in accordance 
with the benefit terms.  The pension/OPEB plans report investments at fair value. 
 
Deferred Outflows/Inflows of Resources  
 
In addition to assets, the statements of financial position will sometimes report a separate section for deferred 
outflows of resources. Deferred outflows of resources represent a consumption of net position that applies to a 
future period and will not be recognized as an outflow of resources (expense/expenditure) until then. For the 
School, deferred outflows of resources are reported on the statement of net position for pension and OPEB. 
The deferred outflows of resources related to pension and OPEB plans are explained in Notes 11 and 12. 
 
In addition to liabilities, the statements of financial position report a separate section for deferred inflows of 
resources. Deferred inflows of resources represent an acquisition of net position that applies to a future period 
and will not be recognized until that time. For the School, deferred inflows of resources include pension and 
OPEB, which are reported on the statement of net position. (See Notes 11 and 12). 
 
NOTE 3 – IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES AND RESTATEMENT  
OF NET POSITION 
 
For the fiscal year ended June 30, 2018, the School has implemented Governmental Accounting Standards 
Board (GASB) Statement No. 75, Accounting and Financial reporting for Postemployment Benefits other than 
Pensions, GASB Statement No. 81, Irrevocable Split-Interest Agreements, GASB Statement No. 85, Omnibus 
2017 and GASB Statement No. 86, Certain Debt Extinguishments. 
 
GASB Statement No. 75 requires recognition of the entire net postemployment benefits other than pensions 
(other postemployment benefits or OPEB) liability and a more comprehensive measure of postemployment 
benefits expense for OPEB provided to the employees of state and local governmental employers through 
OPEB plans that are administered through trusts or equivalent arrangements. The implementation of GASB 
Statement No. 75 resulted in the inclusion of net OPEB liability and OPEB expense components on the 
financial statements.  See below for the effect on net position as previously reported. 
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Net Position, June 30, 2017 (1,451,176)$       
Adjustments:

Net OPEB Liability (444,717)
Deferred Outflow-Payments Subsequent to Measurement Date 2,440

Restated Net Position, July 1, 2017 (1,893,453)$       

 
Other than employer contributions subsequent to the measurement date, the School made no restatement for 
deferred inflows/outflows of resources as the information needed to generate these restatements was not 
available. 
 
GASB Statement No. 81 requires that a government that receives resources pursuant to an irrevocable split-
interest agreement recognize assets, liabilities, and deferred inflows of resources at the inception of the 
agreement. Furthermore, it requires that a government recognize assets representing its beneficial interests in 
irrevocable split-interest agreements that are administered by a third party, if the government controls the 
present service capacity of the beneficial interests. This Statement also requires that a government recognize 
revenue when the resources become applicable to the reporting period.  The implementation of GASB 
Statement No. 81 did not have an effect on the financial statements of the School. 
 
GASB Statement No. 85 addresses a variety of topics including issues related to blending component units, 
goodwill, fair value measurement and application, and postemployment benefits. These changes were 
incorporated in the School’s fiscal year 2018 financial statements; however, there was no effect on beginning 
net position/fund balance.  
 
GASB Statement No. 86 addresses the reporting and disclosure requirements of certain debt extinguishments 
including in-substance defeasance transactions and prepaid insurance associated with debt that is extinguished. 
The implementation of GASB Statement No. 86 did not have an effect on the financial statements of the 
School. 
 
NOTE 4 - DEPOSITS AND INVESTMENTS 

 
Protection of the School’s deposits is provided by the Federal Deposit Insurance Corporation (FDIC), by 
eligible securities pledged by the financial institution as security for repayment, or by the financial institutions 
participation in the Ohio Pooled Collateral System (OPCS), a collateral pool of eligible securities deposited 
with a qualified trustee and pledged to the Treasurer of State to secure the repayment of all public monies 
deposited in the financial institution. 
 
NOTE 5 - GRANT FUNDING RECEIVABLE/PAYABLE 
 
The School has recorded “Grant funding receivable” in the amount of $8,033 to account for the remainder of 
State and Federal awards allocated to the School, but not received as of June 30, 2018. 

 
Under the terms of the management agreement (see note 8), the School has recorded a liability to STA East, 
LLC in the amount of $8,033 for 100 percent of any State and Federal monies uncollected or unpaid to STA 
East, LLC as of June 30, 2018. 
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NOTE 6 - CAPITAL ASSETS AND DEPRECIATION 
 
For the year ended June 30, 2018, all capital assets had been fully depreciated in a prior year. 

 
NOTE 7 - RISK MANAGEMENT 

 
Property and Liability 
 
The School is exposed to various risks of loss related to torts; theft or damage to, and destruction of assets; 
errors and omissions; injuries to employees; and natural disasters. As part of its management agreement with, 
STA East, LLC, STA East, LLC has contracted with an insurance company for property and general liability 
insurance pursuant to the management agreement (see note 8).  There was no significant reduction in coverage 
from the prior year, and claims have not exceeded insurance coverage over the past three years. 

 
Director and Officer 
 
Coverage has been purchased by the School with a $1,000,000 aggregate limit and a $10,000 deductible, 
depending on the claim. 
 
NOTE 8 - AGREEMENT WITH STA EAST, LLC 
 
Effective July 1, 2013, the School entered into a management agreement (Agreement) with STA East, LLC, 
which is an educational consulting and Management Company. The term of the Agreement with STA East, 
LLC is for 5 years and will renew for additional, successive five (5) year terms unless one party notifies the 
other party on or before the January 1st prior to the expiration of the then-current term of its intention to not 
renew the Agreement. Substantially all functions of the School have been contracted to STA East, LLC.  STA 
East, LLC is responsible and accountable to the School’s Board of Directors for the administration and 
operation of the School. The School is required to pay STA East, LLC a monthly continuing fee of 95 percent 
of the School's “Qualified Gross Revenues”, defined in the Agreement as, all revenues and income received by 
the School except for charitable contributions and other miscellaneous revenue and STA East, LLC shall 
receive 100 percent of any and all grants or funding of any kind generated by STA East, LLC, and its affiliates 
beyond the regular per pupil state funding received by the School, subject to any terms and conditions attached 
to the grants, if any.  The continuing fee is paid to STA East, LLC based on the qualified gross revenues.  

 
The School had purchased service expenses for the year ended June 30, 2018, to STA East, LLC, of 
$2,765,347 of which $8,033 was a payable to STA East, LLC at June 30, 2018. STA East, LLC will be 
responsible for all costs incurred in providing the educational program at the School, which include but are not 
limited to, salaries and benefits of all personnel, curriculum materials, textbooks, library books, computers and 
other equipment, software, supplies, building payments, maintenance, capital, and insurance. 
 
NOTE 9 - SPONSORSHIP FEES 
 
Under Paragraph D(5) of the sponsor contract with ODE, it states that the School “…shall pay to the Sponsor 
the amount of three percent (3%) of the total state funds received each year, in consideration for the time, 
organization, oversight, fees and costs of the Sponsor pursuant to this contract.”  Such fees are paid to the 
Sponsor monthly.  As indicated on the Statement of Revenues, Expenses, and Changes in Net Position, the 
School incurred $69,310 in sponsorship fees to the Sponsor. 
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NOTE 10 - MANAGEMENT COMPANY EXPENSES 
 
For the year ended June 30, 2018, STA East, LLC and its affiliates incurred the following expenses on behalf 
of the School: 
 

Regular 
Instruction

(1100 Function 
Codes)

Special 
Instruction

(1200 Function 
Codes)

Support 
Services

(2000 Function 
Codes)

Non-Instructional 
(3000 through 
7000 Function 

Codes)

Total

Direct Expenses: 
Salaries & Wages (100 Object Codes) 695,506$        -$                140,500$        -$                     836,006$    
Employees’ Benefits (200 Object Codes) 209,135          -                  51,112            -                       260,247      
Professional & Technical Services (410 Object Codes) 53,617            147,256          204,960          -                       405,833      
Property Services (420 Object Codes) -                  -                  228,496          -                       228,496      
Utilities (450 Object Codes) -                  -                  85,166            -                       85,166        
Contracted Craft or Trade Services (460 Object Codes) -                  -                  -                  176,301               176,301      
Transportation (480 Object Codes) -                  -                  158,316          -                       158,316      
Supplies (500 Object Codes) 60,600            2,176              36,052            -                       98,828        
Other Direct Costs (All Other Object Codes) -                  -                  135,828          -                       135,828      
Indirect Expenses: 
Overhead -                  -                  271,299          -                       271,299      
  
Total Expenses 1,018,858$     149,432$        1,311,729$     176,301$             2,656,320$ 

 
Overhead charges are assigned to the School based on a percentage of revenue.  These charges represent the 
indirect cost of services provided in the operation of the School.  Such services include, but are not limited to 
facilities management, equipment, operational support services, management and management consulting, 
board relations, human resources management, training and orientation, financial reporting and compliance, 
purchasing and procurement, education services, technology support, marketing and communications.  
 
NOTE 11 - DEFINED BENEFIT PENSION PLANS 
 
Net Pension Liability 
 
The net pension liability reported on the statement of net position represents a liability to employees for 
pensions. Pensions are a component of exchange transactions—between an employer and its employees—of 
salaries and benefits for employee services.  Pensions are provided to an employee—on a deferred-payment 
basis—as part of the total compensation package offered by an employer for employee services each financial 
period.  The obligation to sacrifice resources for pensions is a present obligation because it was created as a 
result of employment exchanges that already have occurred. 

 
The net pension liability represents the School’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-term 
variables, including estimated average life expectancies, earnings on investments, cost of living adjustments 
and others.  While these estimates use the best information available, unknowable future events require 
adjusting this estimate annually.   
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Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The School 
cannot control benefit terms or the manner in which pensions are financed; however, the School does receive 
the benefit of employees’ services in exchange for compensation including pension.  

 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from employee 
services; and (2) State statute requires all funding to come from these employers.  All contributions to date 
have come solely from these employers (which also includes costs paid in the form of withholdings from 
employees).  State statute requires the pension plans to amortize unfunded liabilities within 30 years.  If the 
amortization period exceeds 30 years, each pension plan’s board must propose corrective action to the State 
legislature.  Any resulting legislative change to benefits or funding could significantly affect the net pension 
liability.  Resulting adjustments to the net pension liability would be effective when the changes are legally 
enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability on 
the accrual basis of accounting.  Any liability for the contractually-required pension contribution outstanding at 
the end of the year is included in accounts payable.   

 
Plan Description - School Employees Retirement System (SERS) 
 
Plan Description – School non-teaching employees participate in SERS, a statewide, cost-sharing multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability and 
survivor benefits to plan members and beneficiaries.  Authority to establish and amend benefits is provided 
by Ohio Revised Code Chapter 3309.  SERS issues a publicly available, stand-alone financial report that 
includes financial statements, required supplementary information and detailed information about SERS’ 
fiduciary net position.  That report can be obtained by visiting the SERS website at www.ohsers.org under 
Employers/Audit Resources.  

Age and service requirements for retirement are as follows: 
  

Eligible to Retire on or before Eligible to Retire on or after
August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.  
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that varies 
based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of service credit 
over 30.  Final average salary is the average of the highest three years of salary. 
 
When a benefit recipient has received benefits for 12 months, an annual COLA is provided. This COLA is 
calculated on the base retirement benefit at the date of retirement and is not compounded. For those retiring 
prior to January 7, 2013, the COLA will continue to be a three percent simple annual COLA. For those retiring 
after January 7, 2013, beginning in calendar year 2019, the COLA will be based on the average percentage 
increase in the Consumer Price Index, capped at three percent. 
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Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and the 
School is required to contribute 14 percent of annual covered payroll.  The contribution requirements of plan 
members and employers are established and may be amended by the SERS’ Retirement Board up to statutory 
maximum amounts of 10 percent for plan members and 14 percent for employers.  The Retirement Board, 
acting with the advice of the actuary, allocates the employer contribution rate among four of the System’s 
funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care Fund).  For the fiscal year 
ended June 30, 2018, the allocation to pension, death benefits, and Medicare B was 14 percent.  SERS 
allocated 0.5 percent of employer contributions to the Health Care Fund for fiscal year 2018. 
 
The School’s contractually required contribution to SERS was $38,771 for fiscal year 2018. 
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS issues a 
stand-alone financial report that includes financial statements, required supplementary information and detailed 
information about STRS’ fiduciary net position.  That report can be obtained by writing to STRS, 275 E. 
Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the STRS Web site at 
www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined Contribution 
(DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307.  The DB plan 
offers an annual retirement allowance based on final average salary multiplied by a percentage that varies 
based on years of service.  Effective August 1, 2015, the calculation was 2.2 percent of final average salary for 
the five highest years of earnings multiplied by all years of service. Members are eligible to retire at age 60 
with five years of qualifying service credit, or at age 55 with 26 years of service, or 31 years of service 
regardless of age.  Eligibility changes will be phased in until August 1, 2026, when retirement eligibility for 
unreduced benefits will be five years of service credit and age 65, or 35 years of service credit and at least age 
60. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by the 
member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined benefit 
unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination of 
employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent of 
the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
Member contributions to the DC Plan are allocated among investment choices by the member, and 
contributions to the DB Plan from the employer and the member are used to fund the defined benefit payment 
at a reduced level from the regular DB Plan. The defined benefit portion of the Combined Plan payment is 
payable to a member on or after age 60 with five years of service. The defined contribution portion of the 
account may be taken as a lump sum payment or converted to a lifetime monthly annuity after termination of 
employment at age 50 or later. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer to 
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another STRS plan.  The optional annuitization of a member’s defined contribution account or the defined 
contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS bearing the 
risk of investment gain or loss on the account.  STRS has therefore included all three plan options as one 
defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be disabled 
may qualify for a disability benefit.  Eligible survivors of members who die before service retirement may 
qualify for monthly benefits.  New members on or after July 1, 2013, must have at least ten years of qualifying 
service credit to apply for disability benefits.  Members in the DC Plan who become disabled are entitled only 
to their account balance.  If a member of the DC Plan dies before retirement benefits begin, the member’s 
designated beneficiary is entitled to receive the member’s account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers Retirement 
Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 30, 2018, plan 
members were required to contribute 14 percent of their annual covered salary. The School was required to 
contribute 14 percent; the entire 14 percent was the portion used to fund pension obligations.  The fiscal year 
2018 contribution rates were equal to the statutory maximum rates. 

 
The School’s contractually required contribution to STRS was $88,627 for fiscal year 2018. 
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
 
The net pension liability was measured as of June 30, 2017, and the total pension liability used to calculate the 
net pension liability was determined by an independent actuarial valuation as of that date. The School's 
employer allocation percentage of the net pension liability was based on the employer’s share of employer 
contributions in the pension plan relative to the total employer contributions of all participating employers. 
Following is information related to the proportionate share and pension expense: 
 

SERS STRS Total
Proportion of the Net Pension Liability:

Current Measurement Date 0.00676630% 0.00525881%
Prior Measurement Date 0.00465770% 0.00603570%

Change in Proportionate Share 0.00210860% -0.00077689%

Proportionate Share of the Net 
  Pension Liability 404,271$             1,249,242$           1,653,513$         
Pension Expense 65,665$               (166,084)$            (100,419)$           
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to the 
difference between projected and actual investment earnings, differences between expected and actual actuarial 
experience, changes in assumptions and changes in the School’s proportion of the collective net pension 
liability. The deferred outflows and deferred inflows are to be included in pension expense over current and 
future periods. The difference between projected and actual investment earnings is recognized in pension 
expense using a straight line method over a five year period beginning in the current year. Deferred outflows 
and deferred inflows resulting from changes in sources other than differences between projected and actual 
investment earnings are amortized over the average expected remaining service lives of all members (both 
active and inactive) using the straight line method. Employer contributions to the pension plan subsequent to 
the measurement date are also required to be reported as a deferred outflow of resources.  
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At June 30, 2018 the School reported deferred outflows of resources and deferred inflows of resources related 
to pensions from the following sources:  
 

SERS STRS Total
Deferred Outflows of Resources
Differences between Expected and 
  Actual Experience 17,399$               48,239$               65,638$             
Changes of Assumptions 20,906 273,223 294,129
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 191,418 588,302 779,720
School Contributions Subsequent to the 
  Measurement Date 38,771 88,627 127,398
Total Deferred Outflows of Resources 268,494$             998,391$             1,266,885$         

Deferred Inflows of Resources
Differences between Expected and 
  Actual Experience 0$                       10,068$               10,068$             
Net Difference between Projected and 
  Actual Earnings on Pension Plan Investments 1,919 41,226 43,145
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 92,507 773,921 866,428
Total Deferred Inflows of Resources 94,426$               825,215$             919,641$           

 
 
$127,398 reported as deferred outflows of resources related to pension resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net pension liability in the fiscal 
year ending June 30, 2019.  Other amounts reported as deferred outflows of resources and deferred inflows of 
resources related to pension will be recognized in pension expense as follows:  

SERS STRS Total
Fiscal Year Ending June 30:

2019 92,358$               372,493$             464,851$           
2020 20,358 (101,129) (80,771)
2021 32,007 (162,921) (130,914)
2022 (9,426) (23,894) (33,320)

135,297$             84,549$               219,846$           
 

Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67, as 
part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations of an 
ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment terminations).  Actuarially determined amounts are subject to continual review and 
potential modifications, as actual results are compared with past expectations and new estimates are made 
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about the future. 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time of each 
valuation and the historical pattern of sharing benefit costs between the employers and plan members to that 
point. The projection of benefits for financial reporting purposes does not explicitly incorporate the potential 
effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations will 
take into account the employee's entire career with the employer and also take into consideration the benefits, if 
any, paid to the employee after termination of employment until the death of the employee and any applicable 
contingent annuitant. In many cases, actuarial calculations reflect several decades of service with the employer 
and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial valuation, 
prepared as of June 30, 2017, are presented below: 
 
Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
COLA or Ad Hoc COLA 2.50 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)  
 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with fully 
generational projection and a five year age set-back for both males and females.  Mortality among service 
retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with fully 
generational projection with Scale BB, 120 percent of male rates and 110 percent of female rates.  Mortality 
among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 percent for male rates 
and 100 percent for female rates, set back five years is used for the period after disability retirement.  
 
The actuarial assumptions used in the June 30, 2017 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, payroll 
growth assumption and assumed real wage growth were reduced in the most recent actuarial valuation.  The 
rates of withdrawal, retirement and disability updated to reflect recent experience and mortality rates were also 
updated. 
 
The long-term return expectation for the Pension Plan Investments has been determined by using a building-
block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  A forecasted 
rate of inflation serves as the baseline for the return expectation.  Various real return premiums over the 
baseline inflation rate have been established for each asset class.  The long-term expected nominal rate of 
return has been determined by calculating an arithmetic weighted average of the expected real return premiums 
for each asset class, adding the projected inflation rate, and adding the expected return from rebalancing 
uncorrelated asset classes.  
 
The target allocation and best estimates of arithmetic real rates of return for each major assets class are 
summarized in the following table: 
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Asset Class
Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return

 
 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers and 
from the members would be computed based on contribution requirements as stipulated by State statute.  
Projected inflows from investment earnings were calculated using the long-term assumed investment rate of 
return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position was projected to be 
available to make all future benefit payments of current plan members.  Therefore, the long-term expected rate 
of return on pension plan investments was applied to all periods of projected benefits to determine the total 
pension liability.   
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount Rate 
Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact the 
following table presents the School’s proportionate share of the net pension liability calculated using the 
discount rate of 7.50 percent, as well as what each plan’s net pension liability would be if it were calculated 
using a discount rate that is one percentage point lower (6.50 percent), or one percentage point higher (8.50 
percent) than the current rate. 

1% Decrease
(6.50%)

Current 
Discount Rate

(7.50%)
1% Increase 

(8.50%)
School's Proportionate Share
  of the Net Pension Liability 561,024$             404,271$             272,959$            
 
Actuarial Assumptions - STRS 
 
The total pension liability in the June 30, 2017, actuarial valuation was determined using the following 
actuarial assumptions, applied to all periods included in the measurement:  
 

Inflation 2.50 percent
Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Cost-of-Living Adjustments 0.00 percent effective July 1, 2017  

 
Post-retirement mortality rates for healthy retirees are based on the RP-2014 Annuitant Mortality Table with 50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 
80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality improvement 
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scale MP-2016. Post-retirement disabled mortality rates are based on the RP-2014 Disabled Mortality Table 
with 90 percent of rates for males and 100 percent of rates for females, projected forward generationally using 
mortality improvement scale MP-2016. Pre-retirement mortality rates are based on RP-2014 Employee 
Mortality Table, projected forward generationally using mortality improvement scale MP-2016. 
 
Actuarial assumptions used in the July 1, 2017, valuation are based on the results of an actuarial experience 
study for the period July 1, 2011 through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on the 
target allocation adopted by the Retirement Board. The target allocation and long-term expected rate of return 
for each major asset class are summarized as follows:  
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected

 
 

*The target allocation percentage is effective as of July 1, 2017. Target weights will be phased in over a 24-
month period concluding on July 1, 2019. 
 
**Ten year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25 
percent and does not include investment expenses. Over a 30-year period, STRS’ investment consultant 
indicates that the above target allocations should generate a return above the actuarial rate of return, without 
net value added by management. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 30, 
2017. The projection of cash flows used to determine the discount rate assumes member and employer 
contributions will be made at the statutory contribution rates in accordance with rate increases described above. 
 For this purpose, only employer contributions that are intended to fund benefits of current plan members and 
their beneficiaries are included. Based on those assumptions, STRS’ fiduciary net position was projected to be 
available to make all projected future benefit payments to current plan members as of June 30, 2017. 
Therefore, the long-term expected rate of return on pension plan investments of 7.45 percent was applied to all 
periods of projected benefit payments to determine the total pension liability as of June 30, 2017. 
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount Rate 
The following table presents the School's proportionate share of the net pension liability as of June 30, 2017, 
calculated using the current period discount rate assumption of 7.45 percent, as well as what the School's 
proportionate share of the net pension liability would be if it were calculated using a discount rate that is one-
percentage-point lower (6.45 percent) or one-percentage-point higher (8.45 percent) than the current 
assumption:  
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1% Decrease
(6.45%)

Current 
Discount Rate

(7.45%)
1% Increase 

(8.45%)
School's Proportionate Share
  of the Net Pension Liability 1,790,745$           1,249,242$           793,106$            

 
Assumption Changes since the Prior Measurement Date 
The Retirement Board approved several changes to the actuarial assumptions in 2017. The long term expected 
rate of return was reduced from 7.75 percent to 7.45 percent, the inflation assumption was lowered from 2.75 
percent to 2.50 percent, the payroll growth assumption was lowered to 3.00 percent, and total salary increases 
rate was lowered by decreasing the merit component of the individual salary increases, in addition to a decrease 
of 0.25 percent due to lower inflation. The healthy and disabled mortality assumptions were updated to the RP-
2014 mortality tables with generational improvement scale MP-2016. Rates of retirement, termination and 
disability were modified to better reflect anticipated future experience. 
 

Benefit Term Changes since the Prior Measurement Date 
Effective July 1, 2017, the COLA was reduced to zero.  
 
NOTE 12 - DEFINED BENEFIT OPEB PLANS 
 
Net OPEB Liability 

 

The net OPEB liability reported on the statement of net position represents a liability to employees for OPEB. 
OPEB is a component of exchange transactions-–between an employer and its employees—of salaries and 
benefits for employee services.  OPEB are provided to an employee—on a deferred-payment basis—as part of 
the total compensation package offered by an employer for employee services each financial period.  The 
obligation to sacrifice resources for OPEB is a present obligation because it was created as a result of 
employment exchanges that already have occurred. 

 
The net OPEB liability represents the School’s proportionate share of each OPEB plan’s collective actuarial 
present value of projected benefit payments attributable to past periods of service, net of each OPEB plan’s 
fiduciary net position.  The net OPEB liability calculation is dependent on critical long-term variables, 
including estimated average life expectancies, earnings on investments, cost of living adjustments and others.  
While these estimates use the best information available, unknowable future events require adjusting these 
estimates annually.   

 

Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The School 
cannot control benefit terms or the manner in which OPEB are financed; however, the School does receive the 
benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the liability is solely the obligation of the employer, because they benefit from employee 
services.  OPEB contributions come from these employers and health care plan enrollees which pay a portion 
of the health care costs in the form of a monthly premium.  The Ohio revised Code permits, but does not 
require the retirement systems to provide healthcare to eligible benefit recipients. Any change to benefits or 
funding could significantly affect the net OPEB liability. Resulting adjustments to the net OPEB liability 
would be effective when the changes are legally enforceable. The retirement systems may allocate a portion of 
the employer contributions to provide for these OPEB benefits. 
 

The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB liability on the 
accrual basis of accounting.  Any liability for the contractually-required OPEB contribution outstanding at the 
end of the year is included in accounts payable. 
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Plan Description - School Employees Retirement System (SERS) 
 
Health Care Plan Description - The School contributes to the SERS Health Care Fund, administered by SERS 
for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a cost-
sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare benefits to 
eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible dependents. 
Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most types of purchased 
credit, to qualify to participate in SERS’ health care coverage. In addition to age and service retirees, disability 
benefit recipients and beneficiaries who are receiving monthly benefits due to the death of a member or retiree, 
are eligible for SERS’ health care coverage. Most retirees and dependents choosing SERS’ health care 
coverage are over the age of 65 and therefore enrolled in a fully insured Medicare Advantage plan; however, 
SERS maintains a traditional, self-insured preferred provider organization for its non-Medicare retiree 
population. For both groups, SERS offers a self-insured prescription drug program. Health care is a benefit that 
is permitted, not mandated, by statute.  The financial report of the Plan is included in the SERS Comprehensive 
Annual Financial Report which can be obtained on SERS’ website at www.ohsers.org under Employers/Audit 
Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the Ohio 
Revised Code. The Health Care Fund was established and is administered in accordance with Internal Revenue 
Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any health plan or 
program. Active employee members do not contribute to the Health Care Plan.  The SERS Retirement Board 
established the rules for the premiums paid by the retirees for health care coverage for themselves and their 
dependents or for their surviving beneficiaries.  Premiums vary depending on the plan selected, qualified years 
of service, Medicare eligibility, and retirement status.   
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer contributions.  
Each year, after the allocation for statutorily required pensions and benefits, the Retirement Board may allocate 
the remainder of the employer contribution of 14 percent of covered payroll to the Health Care Fund in 
accordance with the funding policy. For fiscal year 2018, .5 percent of covered payroll was made to health 
care. An additional health care surcharge on employers is collected for employees earning less than an 
actuarially determined minimum compensation amount, pro-rated if less than a full year of service credit was 
earned. For fiscal year 2018, this amount was $23,700. Statutes provide that no employer shall pay a health 
care surcharge greater than 2 percent of that employer’s SERS-covered payroll; nor may SERS collect in 
aggregate more than 1.5 percent of the total statewide SERS-covered payroll for the health care surcharge.  For 
fiscal year 2018, the School’s surcharge obligation was $2,730.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total amount 
assigned to the Health Care Fund. The School’s contractually required contribution to SERS was $4,166 for 
fiscal year 2018.   Of this amount $2,730 is reported as an accounts payable.  
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part B 
premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the report of 
STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227-7877. 
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Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed by 
STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees, for the most recent year, pay a portion of the health care costs in the form of a monthly premium.  
Under Ohio law, funding for post-employment health care may be deducted from employer contributions, 
currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2018, STRS did not allocate any 
employer contributions to post-employment health care.   
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB  
 
The net OPEB liability was measured as of June 30, 2017, and the total OPEB liability used to calculate the net 
OPEB liability was determined by an actuarial valuation as of that date. The School's proportion of the net 
OPEB liability was based on the School's share of contributions to the respective retirement systems relative to 
the contributions of all participating entities.  Following is information related to the proportionate share and 
OPEB expense: 

SERS STRS Total
Proportion of the Net OPEB Liability

Current Measurement Date 0.00661440% 0.00525881%
Prior Measurement Date 0.00427755% 0.00603570%

Change in Proportionate Share 0.00233685% -0.00077689%

Proportionate Share of the Net OPEB Liability 177,513$             205,179$             382,692$             
OPEB Expense 26,971$               (68,545)$              (41,574)$               

 
At June 30, 2018, the School reported deferred outflows of resources and deferred inflows of resources related 
to OPEB from the following sources:  

SERS STRS Total
Deferred Outflows of Resources
Differences between Expected and 
  Actual Experience 0$                       11,844$               11,844$               
Changes in Proportionate Share and Differences 
  between School Contributions and
  Proportionate Share of Contributions 48,370 0 48,370
School Contributions Subsequent to the 
  Measurement Date 4,166 0 4,166
Total Deferred Outflows of Resources 52,536$               11,844$               64,380$               

Deferred Inflows of Resources
Net Difference between Projected and 
  Actual Earnings on OPEB Plan Investments 469$                   8,770$                 9,239$                 
Changes of Assumptions 16,845 16,528 33,373
Changes in Proportionate Share and Differences 
  between School Contributions and
  Proportionate Share of Contributions 0 35,613 35,613
Total Deferred Inflows of Resources 17,314$               60,911$               78,225$               
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$4,166 reported as deferred outflows of resources related to OPEB resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the year 
ending June 30, 2019.  Other amounts reported as deferred outflows of resources and deferred inflows of 
resources related to OPEB will be recognized in OPEB expense as follows:  
 

SERS STRS Total
Fiscal Year Ending June 30:

2019 11,306$               (8,908)$               2,398$                 
2020 11,306 (8,908) 2,398
2021 8,562 (8,908) (346)
2022 (118) (8,910) (9,028)
2023 0 (6,716) (6,716)

Thereafter 0 (6,717) (6,717)

31,056$               (49,067)$              (18,011)$              
 

 
Actuarial Assumptions - SERS 
 
The total OPEB liability is determined by SERS’ actuaries in accordance with GASB Statement No. 74, as part 
of their annual actuarial valuation for each retirement plan. Actuarial valuations of an ongoing plan involve 
estimates of the value of reported amounts (e.g., salaries, credited service) and assumptions about the 
probability of occurrence of events far into the future (e.g., mortality, disabilities, retirements, employment 
terminations). Actuarially determined amounts are subject to continual review and potential modifications, as 
actual results are compared with past expectations and new estimates are made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time of each 
valuation and the historical pattern of sharing benefit costs between the employers and plan members to that 
point. The projection of benefits for financial reporting purposes does not explicitly incorporate the potential 
effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations will 
take into account the employee's entire career with the employer and also take into consideration the benefits, if 
any, paid to the employee after termination of employment until the death of the employee and any applicable 
contingent annuitant. In many cases, actuarial calculations reflect several decades of service with the employer 
and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total OPEB liability in the latest actuarial valuation date 
of June 30, 2017, are presented below: 
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Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Municipal Bond Index Rate

Measurement Date 3.56 percent
Prior Measurement Date 2.92 percent

Single Equivalent Interest Rate
Measurement Date 3.63 percent, net of plan investment expense, including price inflation
Prior Measurement Date 2.98 percent, net of plan investment expense, including price inflation

Medical Trend Assumption
Medicare 5.50 percent - 5.00 percent
Pre-Medicare 7.50 percent - 5.00 percent  

 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection and 
Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality Table with 
90 percent for male rates and 100 percent for female rates set back five years. 
 
The most recent experience study was completed for the five year period ended June 30, 2015.   
 
The long-term expected rate of return on plan assets is reviewed as part of the actuarial five-year experience 
study. The most recent study covers fiscal years 2010 through 2015, and was adopted by the Board on April 
21, 2016. Several factors are considered in evaluating the long-term rate of return assumption including long-
term historical data, estimates inherent in current market data, and a log-normal distribution analysis in which 
best-estimate ranges of expected future real rates of return were developed by the investment consultant for 
each major asset class. These ranges were combined to produce the long-term expected rate of return, 7.50 
percent, by weighting the expected future real rates of return by the target asset allocation percentage and then 
adding expected inflation. The capital market assumptions developed by the investment consultant are intended 
for use over a 10-year horizon and may not be useful in setting the long-term rate of return for funding pension 
plans which covers a longer timeframe. The assumption is intended to be a long-term assumption and is not 
expected to change absent a significant change in the asset allocation, a change in the inflation assumption, or a 
fundamental change in the market that alters expected returns in future years. 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, as 
used in the June 30, 2015 five-year experience study, are summarized as follows: 
 

Asset Class
Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2017 was 3.63 percent. 
The discount rate used to measure total OPEB liability prior to June 30, 2017 was 2.98 percent. The projection 
of cash flows used to determine the discount rate assumed that contributions will be made from members and 
the System at the state statute contribution rate of 2.00 percent of projected covered employee payroll each 
year, which includes a 1.50 percent payroll surcharge and 0.50 percent of contributions from the basic benefits 
plan. Based on these assumptions, the OPEB plan’s fiduciary net position was projected to become insufficient 
to make future benefit payments during the fiscal year ending June 30, 2025. Therefore, the long-term expected 
rate of return on OPEB plan assets was used to present value the projected benefit payments through the fiscal 
year ending June 30, 2024 and the Fidelity General Obligation 20-year Municipal Bond Index rate of 3.56 
percent, as of June 30, 2017 (i.e. municipal bond rate), was used to present value the projected benefit 
payments for the remaining years in the projection. The total present value of projected benefit payments from 
all years was then used to determine the single rate of return that was used as the discount rate. The projection 
of future benefit payments for all current plan members was until the benefit payments ran out. 
 
Sensitivity of the School's Proportionate Share of the Net OPEB Liability to Changes in the Discount Rate 
and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in the 
discount rate and the health care cost trend rate. The following table presents the net OPEB liability of SERS, 
what SERS' net OPEB liability would be if it were calculated using a discount rate that is 1 percentage point 
lower (2.63 percent) and higher (4.63 percent) than the current discount rate (3.63 percent). Also shown is 
what SERS' net OPEB liability would be based on health care cost trend rates that are 1 percentage point lower 
(6.5 percent decreasing to 4.0 percent) and higher (8.5 percent decreasing to 6.0 percent) than the current rate. 
  

1% Decrease
(2.63%)

Current 
Discount Rate

(3.63%)
1% Increase 

(4.63%)
School's Proportionate Share
  of the Net OPEB Liability 214,370$             177,513$             148,313$             

1% Decrease
Current 

Trend Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability 144,039$             177,513$             221,817$              
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results used in 
the June 30, 2017, actuarial valuation are presented below:   

 
Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Cost-of-Living Adjustments (COLA) 0.00 percent effective July 1, 2017
Blended Discount Rate of Return 4.13 percent
Health Care Cost Trends 6.00 percent to 11.00 percent, initial, 4.50 percent ultimate  

 
Projections of benefits include the historical pattern of sharing benefit costs between the employers and retired 
plan members. 
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For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 percent of 
rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 and 84, 
and 100 percent of rates thereafter, projected forward generationally using mortality improvement scale MP-
2016. For disabled retirees, mortality rates are based on the RP-2014 Disabled Mortality Table with 90 percent 
of rates for males and 100 percent of rates for females, projected forward generationally using mortality 
improvement scale MP-2016. 
 
Actuarial assumptions used in the June 30, 2017, valuation are based on the results of an actuarial experience 
study for the period July 1, 2011 through June 30, 2016.  
 
Since the prior measurement date, the discount rate was increased from 3.26 percent to 4.13 percent based on 
the methodology defined under GASB Statement No. 74, Financial Reporting for Postemployment Benefit 
Plans Other Than Pension Plans (OPEB) and the long term expected rate of return was reduced from 7.75 
percent to 7.45 percent. Valuation year per capita health care costs were updated, and the salary scale was 
modified. The percentage of future retirees electing each option was updated based on current data and the 
percentage of future disabled retirees and terminated vested participants electing health coverage were 
decreased. The assumed mortality, disability, retirement, withdrawal and future health care cost trend rates 
were modified along with the portion of rebated prescription drug costs. 
 
Also since the prior measurement date, the subsidy multiplier for non-Medicare benefit recipients was reduced 
from 2.1 percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were 
discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 2019.  Subsequent to the current measurement date, 
the date for discontinuing remaining Medicare Part B premium reimbursements was extended to January 2020. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on the 
target allocation adopted by the Retirement Board.  The target allocation and long-term expected rate of return 
for each major asset class are summarized as follows:  
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

100.00 %

Allocation Real Rate of Return*
Target Long Term Expected

 
 

*Ten year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25 
percent and does not include investment expenses.  Over a 30-year period, STRS' investment consultant 
indicates that the above target allocations should generate a return above the actual rate of return, without net 
value added by management. 
 
Discount Rate The discount rate used to measure the total OPEB liability was 4.13 percent as of June 30, 
2017. The projection of cash flows used to determine the discount rate assumes STRS Ohio continues to 
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allocate no employer contributions to the health care fund. Based on these assumptions, the OPEB plan’s 
fiduciary net position was not projected to be sufficient to make all projected future benefit payments of current 
plan members. The OPEB plan’s fiduciary net position was projected to become insufficient to make future 
benefit payments during the fiscal year ending June 30, 2037.  Therefore, the long-term expected rate of return 
on OPEB plan assets was used to determine the present value of the projected benefit payments through the 
fiscal year ending June 30, 2036 and the Bond Buyer 20-year municipal bond rate of 3.58 percent as of June 
30, 2017 (i.e. municipal bond rate), was used to determine the present value of the projected benefit payments 
for the remaining years in the projection.  The total present value of projected benefit payments from all years 
was then used to determine the single rate of return that was used as the discount rate. The blended discount 
rate of 4.13 percent, which represents the long-term expected rate of return of 7.45 percent for the funded 
benefit payments and the Bond Buyer 20-year municipal bond rate of 3.58 percent for the unfunded benefit 
payments, was used to measure the total OPEB liability as of June 30, 2017.  A blended discount rate of 3.26 
percent which represents the long term expected rate of return of 7.75 percent for the funded benefit payments 
and the Bond Buyer 20-year municipal bond rate of 2.85 percent for the unfunded benefit payments was used 
to measure the total OPEB liability at June 30, 2016. 
 
Sensitivity of the School’s Proportionate Share of the Net OPEB Liability to Changes in the Discount and 
Health Care Cost Trend Rate The following table represents the net OPEB liability as of June 30, 2017, 
calculated using the current period discount rate assumption of 4.13 percent, as well as what the net OPEB 
liability would be if it were calculated using a discount rate that is one percentage point lower (3.13 percent) or 
one percentage point higher (5.13 percent) than the current assumption. Also shown is the net OPEB liability 
as if it were calculated using health care cost trend rates that are one percentage point lower or one percentage 
point higher than the current health care cost trend rates. 

1% Decrease
(3.13%)

Current 
Discount Rate

(4.13%)
1% Increase 

(5.13%)
School's Proportionate Share
  of the Net OPEB Liability 275,450$             205,179$             149,643$             

1% Decrease
Current 

Trend Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability 142,550$             205,179$             287,607$              
 
NOTE 13 - CONTINGENCES 

 
Grants 
 
Amounts received from grantor agencies are subject to audit and adjustment by the grantor. Any disallowed 
costs may require refunding to the grantor.  Amounts which may be disallowed, if any, are not presently 
determinable.  However, in the opinion of the School, any such disallowed claims will not have a material 
adverse effect on the financial position of the School. 

 
Enrollment FTE 

 
School foundation funding is based on the annualized full-time equivalent (FTE) enrollment of each 
student. However, there is an important nexus between attendance and enrollment for Foundation funding 
purposes.  Community schools must provide documentation that clearly demonstrates students have 
participated in learning opportunities. The Ohio Department of Education (ODE) is legislatively required to 
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adjust/reconcile funding as enrollment information is updated by schools throughout the State, which can 
extend past the fiscal year end.  
 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance.  As of the date of this report, ODE has not performed an FTE Review on the School for fiscal 
year 2018. 
 
As of the date of this report, additional ODE adjustments for fiscal year 2018 are not finalized.  As a result, the 
impact of future FTE adjustments on the fiscal year 2018 financial statements is not determinable, at this time. 
Management believes this may result in either an additional receivable to, or a liability of, the School. 
 
In addition, the School’s contracts with their Sponsor and Management Company require payment based on 
revenues received from the State. As discussed above, additional FTE adjustments for fiscal year 2018 are not 
finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 2018 financial 
statements, related to additional reconciliation necessary with these contracts, is not determinable.  
Management believes this may result in either an additional receivable to, or liability of, the School. 

 
Litigation 

 
The School is not a party to legal proceedings that, in the opinion of management, would have a material 
adverse effect on the financial statements. 
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2018 2017 2016 2015
School Employees Retirement System (SERS)

School's Proportion of the Net Pension Liability 0.00676630% 0.00465770% 0.00826530% 0.00845000%

School's Proportionate Share of the Net Pension Liability 404,271$       340,901$         471,626$      427,650$      

School's Covered Payroll 219,550$       256,550$         295,114$      223,911$      

School's Proportionate Share of the Net Pension Liability
as a Percentage of its Covered Payroll 184.14% 132.88% 159.81% 190.99%

Plan Fiduciary Net Position as a Percentage of the Total Pension Liability 69.50% 62.98% 69.16% 71.70%

State Teachers Retirement System (STRS)

School's Proportion of the Net Pension Liability 0.00525881% 0.00603570% 0.00965347% 0.00914109%

School's Proportionate Share of the Net Pension Liability 1,249,242$    2,020,331$      2,667,937$   2,223,429$   

School's Covered Payroll 578,143$       928,571$         1,270,129$   784,131$      

School's Proportionate Share of the Net Pension Liability
as a Percentage of its Covered Payroll 216.08% 217.57% 210.05% 283.55%

Plan Fiduciary Net Position as a Percentage of the Total Pension Liability 75.30% 66.80% 72.10% 74.70%

(1) Information prior to 2015 is not available.

Note: The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

East Academy
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net Pension Liability

Last Four Fiscal Years (1)
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2018 2017 2016 2015
School Employees Retirement System (SERS)

Contractually Required Contribution 38,771$               30,737$               35,917$               38,896$               

Contributions in Relation to the 
Contractually Required Contribution (38,771) (30,737) (35,917) (38,896)

Contribution Deficiency (Excess) 0$  0$  0$  0$  

School's Covered Payroll 287,193$             219,550$             256,550$             295,114$             

Pension Contributions as a Percentage of 
Covered Payroll 13.50% 14.00% 14.00% 13.18%

State Teachers Retirement System (STRS)

Contractually Required Contribution 88,627$               80,940$               130,000$             177,818$             

Contributions in Relation to the 
Contractually Required Contribution (88,627) (80,940) (130,000) (177,818)

Contribution Deficiency (Excess) 0$  0$  0$  0$  

School's Covered Payroll 633,050$             578,143$             928,571$             1,270,129$          

Pension Contributions as a Percentage of 
Covered Payroll 14.00% 14.00% 14.00% 14.00%

(1) Information prior to 2014 is not available

East Academy
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Contributions  - Pension

Last Five Fiscal Years (1)
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2014

31,034$               

(31,034)

0$  

223,911$             

13.86%

101,937$             

(101,937)

0$  

784,131$             

13.00%
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2018 2017
School Employees Retirement System (SERS)

School's Proportion of the Net OPEB Liability 0.00661440% 0.00427755%

School's Proportionate Share of the Net OPEB Liability 177,513$                 121,926$                

School's Covered Payroll 219,550$                 256,550$                

School's Proportionate Share of the Net OPEB Liability
as a Percentage of its Covered Payroll 80.85% 47.53%

Plan Fiduciary Net Position as a Percentage of the Total OPEB Liability 12.46% 11.49%

State Teachers Retirement System (STRS)

School's Proportion of the Net OPEB Liability 0.00525881% 0.00603570%

School's Proportionate Share of the Net OPEB Liability 205,179$                 322,791$                

School's Covered Payroll 578,143$                 928,571$                

School's Proportionate Share of the Net OPEB Liability
as a Percentage of its Covered Payroll 35.49% 34.76%

Plan Fiduciary Net Position as a Percentage of the Total OPEB Liability 47.10% 37.30%

(1) Information prior to 2017 is not available.

Note: The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

East Academy
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net OPEB Liability

Last Two Fiscal Years (1)
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2018 2017 2016 2015
School Employees Retirement System (SERS)

Contractually Required Contribution (1) 4,166$  2,440$  266$  2,013$  

Contributions in Relation to the 
Contractually Required Contribution (4,166) (2,440) (266) (2,013)

Contribution Deficiency (Excess) 0$  0$  0$  0$  

School's Covered Payroll 287,193$             219,550$             256,550$             295,114$             

OPEB Contributions as a Percentage of 
Covered Payroll (1) 1.45% 1.11% 0.10% 0.68%

State Teachers Retirement System (STRS)

Contractually Required Contribution 0$  0$  0$  0$  

Contributions in Relation to the 
Contractually Required Contribution 0 0 0 0

Contribution Deficiency (Excess) 0$  0$  0$  0$  

School's Covered Payroll 633,050$             578,143$             928,571$             1,270,129$          

OPEB Contributions as a Percentage of 
Covered Payroll 0.00% 0.00% 0.00% 0.00%

(1) Includes surcharge
(2) Information prior to 2014 is not available

East Academy
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Contributions - OPEB

Last Five Fiscal Years (2)
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2014

5,131$  

(5,131)

0$  

223,911$             

2.29%

7,841$  

(7,841)

0$  

784,131$             

1.00%
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Note 1 - Net Pension Liability 
 
Changes in Assumptions - SERS 
 
For fiscal year 2017, the SERS Board adopted the following assumption changes: 

• Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent 
• Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent 
• Assumed real wage growth was reduced from 0.75 percent to 0.50 percent 
• Rates of withdrawal, retirement and disability were updated to reflect recent experience. 
• Mortality among active members was updated to the following: 

o RP-2014 Blue Collar Mortality Table with fully generational projection and a five year 
age set-back for both males and females. 

• Mortality among service retired members, and beneficiaries was updated to the following: 
o RP-2014 Blue Collar Mortality Table with fully generational projection with Scale BB, 

120 percent of male rates, and 110 percent of female rates. 
• Mortality among disable member was updated to the following: 

o RP-2000 Disabled Mortality Table, 90 percent for male rates and 100 percent for female 
rates, set back five years is used for the period after disability retirement.   

 
Changes in Benefit Terms - SERS 

For fiscal year 2018, the cost-of-living adjustment was changed from a fixed 3.00 percent to a cost-of-living 
adjustment that is indexed to CPI-W not greater than 2.50 percent with a floor of zero percent beginning 
January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has enacted a 
three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the Retirement Board approved several changes to the actuarial assumptions in 2017. 
The long term expected rate of return was reduced from 7.75 percent to 7.45 percent, the inflation 
assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered to 
3.00 percent, and total salary increases rate was lowered by decreasing the merit component of the 
individual salary increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy and 
disabled mortality assumptions were updated to the RP-2014 mortality tables with generational 
improvement scale MP-2016. Rates of retirement, termination and disability were modified to better reflect 
anticipated future experience. 
 
Changes in Benefit Terms - STRS 
 
Effective for fiscal year 2018, the cost-of-living adjustment (COLA) was reduced to zero.  
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Note 2 - Net OPEB Liability 
 
Changes in Assumptions – SERS 
 
Amounts reported for fiscal year 2018 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability as presented below: 
 
Municipal Bond Index Rate: 

Fiscal year 2018   3.56 percent 
Fiscal year 2017   2.92 percent 

Single Equivalent Interest Rate, net of plan investment expense, including price inflation 
Fiscal year 2018   3.63 percent 
Fiscal year 2017   2.98 percent 

 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the discount rate was increased from 3.26 percent to 4.13 percent based on t he 
methodology defined under GASB Statement No. 74, Financial Reporting for Postemployment Benefit 
Plans Other Than Pension Plans (OPEB) and the long term expected rate of return was reduced from 7.75 
percent to 7.45 percent. Valuation year per capita health care costs were updated, and the salary scale was 
modified. The percentage of future retirees electing each option was updated based on current data and the 
percentage of future disabled retirees and terminated vested participants electing health coverage were 
decreased. The assumed mortality, disability, retirement, withdrawal and future health care cost trend rates 
were modified along with the portion of rebated prescription drug costs. 
 
Also for fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued for 
certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will be 
discontinued beginning January 2019. 
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December 26, 2018 

 

To the Board of Directors 

East Academy 

Cuyahoga County, Ohio 

15720 Kipling Avenue 

Cleveland, Ohio 44110 

 

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 

and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards  

 

We have audited, in accordance with the auditing standards generally accepted in the United States of 

America and the standards applicable to financial audits contained in Government Auditing Standards 

issued by the Comptroller General of the United States, the financial statements of East Academy, 

Cuyahoga County, Ohio, (the “School”) as of and for the year ended June 30, 2018, and the related notes 

to the financial statements, which collectively comprise the School’s basic financial statements, and have 

issued our report thereon dated December 26, 2018, in which we noted in our report that the School 

restated the net position balance to account for the implementation of GASB Statement No. 75, 

Accounting and Financial reporting for Postemployment Benefits other than Pensions.  

 

Internal Control over Financial Reporting 

 

In planning and performing our audit of the financial statements, we considered the School’s internal 

control over financial reporting (internal control) to determine the audit procedures that are appropriate in 

the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 

purpose of expressing an opinion on the effectiveness of the School’s internal control. Accordingly, we 

do not express an opinion on the effectiveness of the School’s internal control. 

 

A deficiency in internal control exists when the design or operation of a control does not allow 

management or employees, in the normal course of performing their assigned functions, to prevent, or 

detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 

of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 

of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A 

significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 

severe than a material weakness, yet important enough to merit attention by those charged with 

governance. 

 

Our consideration of internal control was for the limited purpose described in the first paragraph of this 

section and was not designed to identify all deficiencies in internal control that might be material 

weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 

deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 

may exist that have not been identified. 
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East Academy 

Independent Auditor’s Report on Internal Control over Financial Reporting and on  

Compliance and Other Matters Based on an Audit of Financial Statements  

Performed in Accordance with Government Auditing Standards 

Page 2 of 2 

 

Compliance and Other Matters 

 

As part of obtaining reasonable assurance about whether the School's financial statements are free from 

material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 

contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 

determination of financial statement amounts. However, providing an opinion on compliance with those 

provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 

results of our tests disclosed no instances of noncompliance or other matters that are required to be 

reported under Government Auditing Standards. 

 

Purpose of this Report 

 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance 

and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 

control or on compliance. This report is an integral part of an audit performed in accordance with 

Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 

this communication is not suitable for any other purpose. 

 

 

 

 

 

        Cambridge, Ohio 
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CLERK’S CERTIFICATION 
This is a true and correct copy of the report which is required to be filed in the Office of the 
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio. 
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Board of Directors 
East Academy 
15720 Kipling Avenue 
Cleveland, Ohio 44110 
 
 
We have reviewed the Independent Auditor’s Report of the East Academy, Cuyahoga County, 
prepared by Rea & Associates, Inc., for the audit period July 1, 2016 through June 30, 2017.  
Based upon this review, we have accepted these reports in lieu of the audit required by Section 
117.11, Revised Code.  The Auditor of State did not audit the accompanying financial statements 
and, accordingly, we are unable to express, and do not express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The East Academy is responsible for compliance 
with these laws and regulations. 
 
 
 
 
 
 
 
 
Dave Yost 
Auditor of State 
 
March 26, 2018  
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January 24, 2018 
 
To the Board of Directors 
East Academy 
Cuyahoga County, Ohio 
15720 Kipling Avenue 
Cleveland, Ohio 44110 
 

Independent Auditor's Report 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the East Academy, Cuyahoga County, Ohio, 
(the “School”) as of and for the year ended June 30, 2017, and the related notes to the financial 
statements, which collectively comprise the School’s basic financial statements as listed in the table of 
contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation 
and fair presentation of the financial statements in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s 
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. 
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East Academy 
Independent Auditor’s Report 
Page 2 of 2 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the School, as of June 30, 2017, and the changes in its financial position and its cash 
flows for the year then ended in accordance with accounting principles generally accepted in the United 
States of America. 
 
Emphasis of Matter 
 
As described in Note 14, the School restated the beginning net position to account for a prior period 
adjustment related to a reporting error within deferred outflows of resources. Our opinion is not modified 
with respect to this matter. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, the Schedule of the School's Proportionate Share of the Net Pension Liability, 
and Schedule of School Contributions on pages 4-8, 29-30 and 31-32, respectively, be presented to 
supplement the basic financial statements. Such information, although not a part of the basic financial 
statements, is required by the Governmental Accounting Standards Board who considers it to be an 
essential part of financial reporting for placing the basic financial statements in an appropriate 
operational, economic, or historical context. We have applied certain limited procedures to the required 
supplementary information in accordance with auditing standards generally accepted in the United States 
of America, which consisted of inquiries of management about the methods of preparing the information 
and comparing the information for consistency with management’s responses to our inquiries, the basic 
financial statements, and other knowledge we obtained during our audit of the basic financial statements. 
We do not express an opinion or provide any assurance on the information because the limited procedures 
do not provide us with sufficient evidence to express an opinion or provide any assurance.  
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated January 24, 
2018 on our consideration of the School’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the School’s internal control over financial reporting or on compliance. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards in considering the 
School’s internal control over financial reporting and compliance. 

 
Cambridge, Ohio 
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The discussion and analysis of East Academy’s (the School) financial performance provides an overall 
review of the School’s financial activities for the fiscal year ended June 30, 2017.  The intent of this 
discussion and analysis is to look at the School’s financial performance as a whole; readers should also 
review the basic financial statements and notes to the basic financial statements to enhance their 
understanding of the School’s financial performance.  
 
The Management’s Discussion and Analysis (MD&A) is an element of the reporting model adopted by the 
Governmental Accounting Standard Board (GASB) in their Statement No. 34 Basic Financial 
Statements – and Management’s Discussion and Analysis – for State and Local Governments 
issued June 1999.  Certain comparative information between the current year and the prior year is 
required to be presented in the MD&A.   
 
Financial Highlights 
 

• In total, net position decreased $480,171, which represents a 49.5 percent change from 2016.  
This was primarily due to a decrease in deferred outflows, increase in deferred inflows offset by 
a decrease in net pension liability. 

 
• Total assets increased $34,462, which represents a 31.7 percent change from 2016. This was 

primarily due to an increase in cash and cash equivalents and grant funding receivable. 
 

• Liabilities decreased $760,801, which represents a 23.9 percent change from 2016. This was 
due primarily to the decrease of the net pension liability. 

 
• Deferred outflows of resources decreased $539,701, which represents a 23.4 percent change. 

This change represents contractually required amounts due to GASB 68. 
 

• Deferred inflows of resources increase $735,733, which represents a 368.7 percent change. 
This change represents contractually required amounts due to GASB 68.  

 
During a prior year, the School adopted GASB Statement 68, “Accounting and Financial Reporting for 
Pensions—an Amendment of GASB Statement 27,” which significantly revises accounting for pension 
costs and liabilities.  For reasons discussed below, many end users of this financial statement will gain a 
clearer understanding of the School’s actual financial condition by adding deferred inflows related to 
pension and the net pension liability to the reported net position and subtracting deferred outflows related 
to pension. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  When accounting for 
pension costs, GASB 27 focused on a funding approach.  This approach limited pension costs to 
contributions annually required by law, which may or may not be sufficient to fully fund each plan’s net 
pension liability.  GASB 68 takes an earnings approach to pension accounting; however, the nature of 
Ohio’s statewide pension systems and state law governing those systems requires additional explanation 
in order to properly understand the information presented in these statements. 
 
Under the standards required by GASB 68, the net pension liability equals the School’s proportionate 
share of each plan’s collective: 
 

1. Present value of estimated future pension benefits attributable to active and inactive employees’ 
past service  

2 Minus plan assets available to pay these benefits 
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Financial Highlights (continued) 
 
GASB notes that pension obligations, whether funded or unfunded, are part of the “employment 
exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, and the 
promise of a future pension.  GASB noted that the unfunded portion of this pension promise is a present 
obligation of the government, part of a bargained-for benefit to the employee, and should accordingly be 
reported by the government as a liability since they received the benefit of the exchange.  However, the 
School is not responsible for certain key factors affecting the balance of this liability.  In Ohio, the 
employee shares the obligation of funding pension benefits with the employer.  Both employer and 
employee contribution rates are capped by State statute.  A change in these caps requires action of both 
Houses of the General Assembly and approval of the Governor.  Benefit provisions are also determined 
by State statute.  The employee enters the employment exchange with the knowledge that the employer’s 
promise is limited not by contract but by law.  The employer enters the exchange also knowing that there 
is a specific, legal limit to its contribution to the pension system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension system as against the public employer.  State law operates to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter the 
employment exchange with notice as to the law.  The pension system is responsible for the administration 
of the plan.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. 
sick and vacation leave), are satisfied through paid time-off or termination payments.  There is no 
repayment schedule for the net pension liability.  As explained above, changes in pension benefits, 
contribution rates, and return on investments affect the balance of the net pension liability, but are outside 
the control of the local government.  In the event that contributions, investment returns, and other 
changes are insufficient to keep up with required pension payments, State statute does not assign/identify 
the responsible party for the unfunded portion.  Due to the unique nature of how the net pension liability is 
satisfied, this liability is separately identified within the long-term liability section of the statement of net 
position. 
 
In accordance with GASB 68, the School’s statements prepared on an accrual basis of accounting 
include an annual pension expense for their proportionate share of each plan’s change in net pension 
liability not accounted for as deferred inflows/outflows.  
 
Using this Financial Report 
 
This report consists of three parts, the Required Supplementary Information, the financial statements, and 
notes to the financial statements.  The financial statements include a Statement of Net Position, a 
Statement of Revenues, Expenses and Changes in Net Position, and a Statement of Cash Flows. 
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Statement of Net Position 
 

The Statement of Net Position answers the question of how well the School performed financially during 
2017. This statement includes all assets, deferred outflows of resources, liabilities, deferred inflows of 
resources, and net position, both financial and capital and current and long-term, using the accrual basis 
of accounting, which is the accounting used by most private-sector companies. This basis of accounting 
takes into account all revenues and expenses during the year, regardless of when the cash is received or 
expended.  
 
Table 1 provides a summary of the School’s Net Position for fiscal year 2017 and fiscal year 2016 
(Restated). 
 

2016
2017 Restated

Assets

Current Assets 143,278$          108,816$          
Total Assets 143,278            108,816            

Deferred Outflow of Resources

Pension System 1,762,400         2,302,101         

Liabilities

Current Liabilities 60,368              42,838              
Long Term Liabilities 2,361,232         3,139,563         
Total Liabilities 2,421,600         3,182,401         

Deferred Inflow of Resources

Pension System 935,254            199,521            

Net Position

Unrestricted (1,451,176)       (971,005)          
Total Net Position (1,451,176)$     (971,005)$        

(Table 1)
Statement of Net Position

 
 
Total assets increased $34,462. This was primarily due to decreases in cash and cash equivalents and 
grant funding receivable. Deferred outflows of resources decreased $539,701. Liabilities decreased 
$760,801. This was due primarily due to the decrease of net pension liability. Deferred inflows of 
resources increased $735,733. The changes in deferred outflows and inflows of resources were impacted 
by the implementation of GASB 68. The School operates under a management agreement with STA 
East, LLC. Under the terms of the management agreement, STA East, LLC Schools is paid a specific 
percentage of the State and Federal revenues the School receives (see notes to the financial statements, 
note 8). 
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Statement of Revenues, Expenses, and Changes in Net Position 
 
Table 2 shows the changes in net position for fiscal year 2017 and 2016, as well as a listing of revenues 
and expenses.  
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The School’s operating and non-operating revenues in 2017 were based on the School’s full-time 
equivalent (FTE) count of 286 and the School’s federal grant funding received throughout the year. The 
School’s most significant expense was “Purchased Services: Management Fees” paid pursuant to the 
management agreement in place between the School and STA East, LLC.  The agreement provides that 
specific percentages of the revenues received by the School will be paid to STA East, LLC to fund 
operations. The increase in revenues and expenses is due to the increase in enrollment. (See notes to 
the basic financial statements, note 8)    
 
 
 

2016
Operating revenue 2017 Restated

State aid 2,386,319$      1,921,397$      

Non-operating revenues

Federal Grants 542,250          512,648          
State Grants 3,457              4,236              
Donations -                     777                 
Miscellaneous 18,640            20,528            

Total Revenues 2,950,666       2,459,586       

Operating Expenses

Purchased Services: Management Fees 2,269,036       1,828,012       
Purchased Services: Federal Grant Programs 542,250          512,648          
Purchased Services: State Grant Programs 3,457              4,236              
Pension expense 497,104          667,734          
Sponsorship Fees 69,703            56,701            
Board of Education 6,866              8,127              
Legal 13,180            15,259            
Accounting and Auditing 24,056            23,835            
Bank Fees -                     131                 
Insurance: D&O & Liability 5,185              4,880              
Total Expenses 3,430,837       3,121,563       

Change in net position (480,171)$       (661,977)$       

Table 2
Change in Net Position
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Capital Assets  
 
At the end of fiscal year 2017, all capital assets had been fully depreciated in a prior year. 
 
Current Financial Issues 
 
East Academy received revenue for 286 students in 2017. East Academy is different from many other 
schools as it provides education in a distance-learning environment to students in nearly every county in 
the State of Ohio. State law governing community schools allows for the School to have open enrollment 
across traditional school district boundaries.   
 
The School receives its support almost entirely from state aid.  Per pupil revenue from state aid for the 
School averaged $8,299 in fiscal year 2017. The School receives additional revenues from grant 
subsidies. 
 
Although there is a possibility that State aid will be cut in future years due to the economic climate, the 
School feels that the relationship with the management company will insulate them from any significant 
change. The relationship brings stability to the School since specific percentages of revenues are payable 
to the management company (See notes to the basic financials statements, note 8). 
 
Contacting the School’s Financial Management 
 
This financial report is designed to provide our readers with a general overview of the School’s finances 
and to show the School’s accountability for the money it receives.  If you have questions about this report 
or need additional information, contact the Fiscal Officer for the East Academy, 3320 West Market Street, 
Suite 300, Fairlawn, Ohio 44333. 
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ASSETS

Current Assets
Cash and cash equivalents 90,554$                      
Prepaid insurance 418                             
Continuing fees receivable 5,577                          
Grant funding receivable 46,729                        

Total current assets 143,278                      

Total assets 143,278                      

DEFERRED OUTFLOWS OF RESOURCES

Pension system 1,762,400                   

LIABILITIES

Current Liabilities
Accounts payable 7,768                          
Federal grant funding payable 46,729                        
State aid payable 5,871                          

Total current liabilities 60,368                        

Long term liabilities
Net pension liability 2,361,232                   

Total liabilities 2,421,600                   

DEFERRED INFLOWS OF RESOURCES

Pension system 935,254                      

NET POSITION

Unrestricted net position (1,451,176)                  

Total net position (1,451,176)$                

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

STATEMENT OF NET POSITION
CUYAHOGA COUNTY

EAST ACADEMY

JUNE 30, 2017

9
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OPERATING REVENUES

State basic aid 2,316,141$                 
Facilities aid 57,144                         
3rd grade reading bonus 342                              
Casino revenue 12,692                         

Total operating revenues 2,386,319                   

OPERATING EXPENSES

Purchased Services: Management fees 2,269,036                   
Purchased Services: Federal Grant programs 542,250                      
Purchased Services: State Grant programs 3,457                           
Pension 497,104                      
Sponsorship Fees 69,703                         
Board of Education 6,866                           
Legal 13,180                         
Accounting & Auditing 24,056                         
Insurance: D&O & Liability 5,185                           

Total operating expenses 3,430,837                   

Operating loss (1,044,518)                  

NON-OPERATING REVENUES

Federal grants 542,250                      
State grants 3,457                           
Miscellaneous 18,640                         

Total non-operating revenues 564,347                      

Change in net position (480,171)                     

Net position, July 1, 2016 (Restated, see Note 14) (971,005)                     

Net position, June 30, 2017 (1,451,176)$                

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

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
FOR THE YEAR ENDED JUNE 30, 2017

EAST ACADEMY
CUYAHOGA COUNTY

10
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INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH FLOWS FROM OPERATING ACTIVITIES

Cash received from state aid 2,386,042$                 
Cash payments to suppliers for goods and services (2,916,203)                  

                                    
Net cash used for operating activities (530,161)                     

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Cash received from grant programs 521,403                      
Cash received from miscellaneous sources 19,417                        

Net cash received from noncapital financing activities 540,820                      

Net increase in cash and cash equivalents 10,659                        

Cash and cash equivalents at beginning of year 79,895                        
                                    

Cash and cash equivalents at end of year 90,554$                      
                                    

RECONCILIATION OF OPERATING LOSS TO NET CASH
USED FOR OPERATING ACTIVITIES

Operating loss (1,044,518)$                

ADJUSTMENTS TO RECONCILE OPERATING LOSS TO NET
CASH USED FOR OPERATING ACTIVITIES

Changes in assets, liabilities, and deferred outflows/inflows of resources:
   Continuing fees receivable (290)                            

Prepaid insurance 14                               
Deferred outflows of resources 539,701                      
Deferred inflows of resources 735,733                      
Net pension liability (778,331)                     
Accounts payable (6,303)                         
Grants funding payable 23,527                        
State aid payable 306                             

                                    
Total adjustments 514,357                      

                                    
Net cash used for operating activities (530,161)$                   

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

FOR THE YEAR ENDED JUNE 30, 2017

EAST ACADEMY
CUYAHOGA COUNTY

STATEMENT OF CASH FLOWS

11
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1. DESCRIPTION OF THE SCHOOL AND REPORTING ENTITY 
 
East Academy (the School) is a federal tax exempt 501(c)(3) and state nonprofit corporation 
established pursuant to Ohio Rev. Code Chapters 3314 and 1702 to maintain and provide a school 
exclusively for any educational, literary, scientific and related teaching service. The School, which is 
part of the State’s education program, is independent of any school district.  The School may sue and 
be sued, acquire facilities as needed, and contract for any services necessary for the operation of the 
School.  
 
The School contracts with STA East, LLC for most of its functions (see note 8). STA East, LLC is 
under ownership of ACCEL Schools of Ohio, LLC. 
 
The School  signed  a  contract  with  the  University  of  Toledo  (UT Board) to operate for a period 
from July 1, 2013 through June 30, 2018. The School operates under a self-appointing, five-member 
Board of Directors (the Board).  The School’s Code of Regulations specify that vacancies that arise on 
the Board will be filled by the appointment of a successor director by a majority vote of the then 
existing directors. The Board is responsible for carrying out the provisions of the contract with the 
Sponsor, which include, but are not limited to, state-mandated provisions regarding student 
population, curriculum, academic goals, performance standards, admission standards, and 
qualifications of teachers. The School has one instructional/support facility, which is leased by STA 
East, LLC. The facility is staffed with teaching personnel employed by STA East, LLC, who provide 
services to 286 students.  
 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

The financial statements of the School have been prepared in conformity with generally accepted 
accounting principles as applied to governmental nonprofit organizations. The Governmental 
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing 
governmental accounting and financial reporting principles. The more significant of the School’s 
accounting policies are described on the following pages. 
 
A. Basis of Presentation 
 

The School’s financial statements consist of a Statement of Net Position, a Statement of 
Revenues, Expenses and Changes in Net Position, and a Statement of Cash Flows. 
Enterprise fund reporting focuses on the determination of the change in Net Position, financial 
position and cash flows. 
 
Auditor of State of Ohio Bulletin No. 2000-005 requires the presentation of all financial activity 
to be reported within one enterprise fund for year-end reporting purposes. Enterprise 
accounting is used to account for operations that are financed and operated in a manner 
similar to private business enterprises where the intent is that the costs (expenses) of 
providing goods or services to the general public on a continuing basis be financed or 
recovered primarily through user charges. 

 
B. Measurement Focus and Basis of Accounting 

 
The accounting and financial reporting treatment applied to a fund is determined by its 
measurement focus.  Enterprise accounting uses a flow of economic resources measurement 
focus.  With this measurement focus, all assets and deferred outflows of resources as well as 
all liabilities and deferred inflows of resources are included on the Statement of Net Position.  
Operating statements present increases (i.e., revenues) and decreases in Net Position. The 
accrual basis of accounting is utilized for reporting purposes.  
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

 B. Measurement Focus and Basis of Accounting (continued) 
 
Revenues are recognized when they are earned, and expenses are recognized when they 
are incurred. 

 
C. Budgetary Process 
 

Unlike traditional public schools located in the State of Ohio, community schools are not 
required to follow budgetary provisions set forth in Ohio Rev. Code Section 5705, unless 
specifically provided in the School’s contract with its Sponsor. The contract between the 
School and its Sponsor requires a detailed school budget for each year of the contract.  In 
addition, the Board adopted an operating budget at the beginning of fiscal year 2017. 
However, the budget does not have to follow the provisions of Ohio Rev. Code Section 5705, 
except for section 5705.391 as it relates to five-year forecasts.   

 
D.  Cash and Cash Equivalents 
 

All cash received by the School is maintained in a demand deposit account.  
 

E.  Intergovernmental Revenues 
 

The School currently participates in the State Foundation Program, 3rd Grade Reading, 
Facilities Aid and casino tax distributions, which are reflected under “Operating revenues” on 
the Statement of Revenues, Expenses, and Changes in Net Position.  Revenues received 
from these programs are recognized as operating revenue in the accounting period in which 
all eligibility requirements have been met. 

 
 Non-exchange transactions, in which the School receives value without directly giving equal 

value in return, include grants, entitlements, and contributions. Grants, entitlements, and 
contributions are recognized as non-operating revenues in the accounting period in which all 
eligibility requirements have been met. 

 
Eligibility requirements include timing requirements, which specify the year when the 
resources are required to be used or the fiscal year when use is first permitted; matching 
requirements, in which the School must provide local resources to be used for a specified 
purpose; and expenditure requirements, in which the resources are provided to the School on 
a reimbursement basis.  Amounts awarded under the above programs for the 2017 school 
year totaled $2,947,209. 

 
F. Capital Assets and Depreciation 
 

For purposes of recording capital assets, the Board has a capitalization threshold of $5,000.  
  
As of June 30, 2017, the School had no capital assets. 

 
G. Use of Estimates 
 

In preparing the financial statements, management is sometimes required to make estimates 
and assumptions that affect the reported amounts of assets and liabilities, the disclosure of 
contingent assets and deferred outflows of resources, and liabilities and deferred inflows of 
resources at the date of the financial statements, and the reported amounts of revenues and 
expenses during the reporting period.  Actual results could differ from those estimates. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
H. Net Position 

 
Net Position represents the difference between assets and deferred outflows of resources, 
and liabilities and deferred inflows of resources. Net Position consists of unrestricted. 

 
I. Operating Revenues and Expenses 

 
Operating revenues are those revenues that are generated directly from the School’s primary 
activities. For the School, these revenues are primarily state aid payments. Operating 
expenses are necessary costs incurred to provide the goods and services that are the 
primary activities of the School. Revenues and expenses not meeting this definition are 
reported as non-operating. 
 

 J. Pensions 
 

For purposes of measuring the net pension liability, deferred outflows of resources and 
deferred inflows of resources related to pensions, and pension expense, information about 
the fiduciary net position of the pension plans and additions to/deductions from their fiduciary 
net positon have been determined on the same basis as they are reported by the pension 
systems.  For this purpose, benefit payments (including refunds of employee contributions) 
are recognized when due and payable in accordance with the benefit terms.  The pension 
systems report investments at fair value. 
 

K. Deferred Outflows and Deferred Inflows of Resources 
 
In addition to assets, the statements of the financial position will sometimes report a separate 
section for deferred outflows of resources. Deferred outflows of resources represent a 
consumption of net position that applies to a future period and will not be recognized as an 
outflow of resources (expense) until then. For the School, deferred outflows of resources are 
reported on the statement of net position for pension. The deferred outflows of resources 
related to pension are explained in note 11. 
 
In addition to liabilities, the statements of financial position report a separate section for 
deferred inflows of resources. Deferred inflows of resources represent an acquisition of net 
position that applied to a future period and will not be recognized until that time. For the 
School, deferred inflows of resources include pension. These amounts are deferred and 
recognized as an inflow of resources in the period the amounts become available. Deferred 
inflows of resources related to pension are reported on the statement of net position. (See 
note 11) 

 
3. CHANGE IN ACCOUNTING PRINCIPLES 
 

For the fiscal year ended June 30, 2017, the School has implemented Governmental 
Accounting Standards Board (GASB) Statement No. 77, Tax Abatement Disclosures, GASB 
Statement No. 78, Pensions Provided through Certain Multiple-Employer Defined Benefit 
Pension Plans, GASB Statement No. 80, Blending Requirements for Certain Component 
Units – an amendment of GASB Statement No. 14 and GASB Statement No. 82, Pension 
Issues – an amendment of GASB Statements No. 67, No. 68, and No. 73.  
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3. CHANGE IN ACCOUNTING PRINCIPLES (continued) 
 
GASB Statement No. 77 requires disclosure of tax abatement information about (1) a 
reporting government’s own tax abatement agreements and (2) those that are entered into by 
other government and that reduce the reporting government’s tax revenues. The 
implementation of GASB Statement No. 77 did not have an effect on the financial statements 
of the School.  
 
GASB Statement No. 78 amends the scope of GASB Statement No. 68 to exclude certain 
multiple-employer defined benefit pension plans provided to employees of state and local 
governments on the basis that obtaining the measurements and other information required by 
GASB Statement No. 68 was not feasible. The implementation of GASB No. 78 did not have 
an effect on the financial statements of the Academy.  
 
GASB Statement No. 80 amends the blending requirements for the financial statement 
presentation of component units of all state and local governments. The additional criterion 
requires blending of a component unit incorporated as a not-for-profit corporation in which the 
primary government is the sole corporate member. The implementation of GASB Statement 
No. 80 did not have an effect on the financial statements of the Academy.  
 
GASB Statement No. 82 improves consistency in the application of pension accounting. 
These changes were incorporated in the School’s fiscal year 2017 financial statements; 
however, there was no effect on beginning net position.  

 
4.          DEPOSITS AND INVESTMENTS 

 
A.  Deposits with Financial Institutions 
 

At June 30, 2017, the carrying amount of all School deposits was $90,554.  Based on the 
criteria described in GASB Statement No. 40, “Deposits and Investment Risk Disclosures”, as 
of June 30, 2017, none of the School’s bank balance of $90,554 was exposed to custodial 
risk as discussed below, since all of the bank balance was covered by the Federal Depository 
Insurance Corporation. 

 
B.   Investments 
 

As of June 30, 2017, the School had no investments. 
 
5. GRANT FUNDING RECEIVABLE/PAYABLE 
 

The School has recorded “Grant funding receivable” in the amount of $46,729 to account for the 
remainder of State and Federal awards allocated to the School, but not received as of June 30, 2017. 
 
Under the terms of the management agreement (see note 8), the School has recorded a liability to 
STA East, LLC in the amount of $46,729 for 100 percent of any State and Federal monies uncollected 
or unpaid to STA East, LLC as of June 30, 2017. 

 
6.  CAPITAL ASSETS AND DEPRECIATION 
 

For the year ended June 30, 2017, all capital assets had been fully depreciated in a prior year. 
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7. RISK MANAGEMENT 
 
Property and Liability - The School is exposed to various risks of loss related to torts; theft or 
damage to, and destruction of assets; errors and omissions; injuries to employees; and natural 
disasters. As part of its management agreement with, STA East, LLC, STA East, LLC has contracted 
with an insurance company for property and general liability insurance pursuant to the management 
agreement (see note 8).  There was no significant reduction in coverage from the prior year, and 
claims have not exceeded insurance coverage over the past three years. 
 
Director and Officer - Coverage has been purchased by the School with a $2,000,000 aggregate 
limit and a $5,000, $15,000, or $50,000 deductible, depending on the claim. 

 
8. AGREEMENT WITH STA EAST, LLC 
 

Effective July 1, 2013, the School entered into a management agreement (Agreement) with STA East, 
LLC, which is an educational consulting and Management Company. The term of the Agreement with 
STA East, LLC is for 5 years and will renew for additional, successive five (5) year terms unless one 
party notifies the other party on or before the January 1st prior to the expiration of the then-current 
term of its intention to not renew the Agreement. Substantially all functions of the School have been 
contracted to STA East, LLC.  STA East, LLC is responsible and accountable to the School’s Board of 
Directors for the administration and operation of the School. The School is required to pay STA East, 
LLC a monthly continuing fee of 95 percent of the School's “Qualified Gross Revenues”, defined in the 
Agreement as, all revenues and income received by the School except for charitable contributions 
and STA East, LLC shall receive 100 percent of any and all grants or funding of any kind generated by 
STA East, LLC, and its affiliates beyond the regular per pupil state funding received by the School, 
subject to any terms and conditions attached to the grants, if any.  The continuing fee is paid to STA 
East, LLC based on the qualified gross revenues.  
 
The School had management fees for the year ended June 30, 2017, to STA East, LLC, of 
$2,814,743  of which $5,577 was receivable from STA East, LLC at June 30, 2017. STA East, LLC 
will be responsible for all costs incurred in providing the educational program at the School, which 
include but are not limited to, salaries and benefits of all personnel, curriculum materials, textbooks, 
library books, computers and other equipment, software, supplies, building payments, maintenance, 
capital, and insurance. 

 
9. SPONSORSHIP FEES 
 

Under Paragraph D5 of the sponsor contract with  UT Board, states that the School “shall pay to the 
Sponsor the amount of three percent (3%) of the total state funds received each year, in consideration 
for the time, organization, oversight, fees and costs of the Sponsor pursuant to this contract.”  Such 
fees are paid to the Sponsor monthly.  As indicated on the Statement of Revenues, Expenses, and 
Changes in Net Position, the School incurred $69,703 in sponsorship fees to the Sponsor. 
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10. MANAGEMENT COMPANY EXPENSES 
 

For the year ended June 30, 2017, STA East, LLC and its affiliates incurred the following expenses on 
behalf of the School: 

 

 
 

Overhead charges are assigned to the School based on a percentage of revenue.  These charges 
represent the indirect cost of services provided in the operation of the School.  Such services include, 
but are not limited to facilities management, equipment, operational support services, management 
and management consulting, board relations, human resources management, training and orientation, 
financial reporting and compliance, purchasing and procurement, education services, technology 
support, marketing and communications.  

 
11. DEFINED BENEFIT PENSION PLANS 

 
 A. Net Pension Liability 
 

The net pension liability reported on the statement of net position represents a liability to 
employees for pensions. Pensions are a component of exchange transactions-–between an 
employer and its employees—of salaries and benefits for employee services.  Pensions are 
provided to an employee—on a deferred-payment basis—as part of the total compensation 
package offered by an employer for employee services each financial period.  The obligation 
to sacrifice resources for pensions is a present obligation because it was created as a result 
of employment exchanges that already have occurred. 
 
The net pension liability represents the School’s proportionate share of each pension plan’s 
collective actuarial present value of projected benefit payments attributable to past periods of 
service, net of each pension plan’s fiduciary net position.  The net pension liability calculation 
is dependent on critical long-term variables, including estimated average life expectancies, 
earnings on investments, cost of living adjustments and others.  While these estimates use 
the best information available, unknowable future events require adjusting this estimate 
annually.   
 
 

Regular Instruction
(1100 Function 

Codes)

Special Instruction
(1200 Function 

Codes)

Support Services
(2000 Function 

Codes)

Non-Instructional 
(3000 through 
7000 Function 

Codes)

Total

1100 1200 2000 3000

Salaries & Wages (100 Object Codes) 100 709,691                        149,234                      858,925         
Employees’ Benefits (200 Object Codes) 200 200,201                        48,897                        249,099         
Professional & Technical Services (410 Object Codes) 410 62,014                          155,780                     286,924                      504,718         
Property Services (420 Object Codes) 420 232,212                      232,212         
Travel (430 Object Codes) 430 880                              880                 
Communications (440 Object Codes) 440 83,943                        83,943            
Utilities (450 Object Codes) 450 71,303                        71,303            
Contracted Craft or Trade Services (460 Object Codes) 460 175,672                 175,672         
Transportation (480 Object Codes) 480 123,262                      123,262         
Other Supplies (510 Object Codes) 510 3,743                            1,815                          49,325                        54,883            
Educational Supplies & Curriculum (520 Object Codes) 520 42,860                          42,860            
Depreciation (600 Object Codes) 600 29,823                        29,823            
Other Direct Expense (800 Object Codes) 800 13,128                        13,128            
Total Direct Expenses 1,018,510                    157,595                     1,088,932                   175,672                 2,440,709      

Overhead 33,971                        33,971            

Total Expenses 1,018,510$                  157,595$                   1,122,903$                175,672$               2,474,679$    

Direct Expenses: 

  
Indirect Expenses:  
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11. DEFINED BENEFIT PENSION PLANS (continued) 
 

 A. Net Pension Liability (continued) 
  

Ohio Revised Code limits the School’s obligation for this liability to annually required 
payments.   The School cannot control benefit terms or the manner in which pensions are 
financed; however, the School does receive the benefit of employees’ services in exchange 
for compensation including pension.  
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they 
benefit from employee services; and (2) State statute requires all funding to come from these 
employers.  All contributions to date have come solely from these employers (which also 
includes costs paid in the form of withholdings from employees).  State statute requires the 
pension plans to amortize unfunded liabilities within 30 years.  If the amortization period 
exceeds 30 years, each pension plan’s board must propose corrective action to the State 
legislature.  Any resulting legislative change to benefits or funding could significantly affect 
the net pension liability.   Resulting adjustments to the net pension liability would be effective 
when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net 
pension liability on the accrual basis of accounting.  Any liability for the contractually-required 
pension contribution outstanding at the end of the year is included in continuing fees payable 
on the accrual basis of accounting.   

 
 B. Plan Description – School Employees Retirement System (SERS) 
 

Plan Description – School non-teaching employees participate in SERS, a cost-sharing 
multiple-employer defined benefit pension plan administered by SERS.  SERS provides 
retirement, disability and survivor benefits, annual cost-of-living adjustments, and death 
benefits to plan members and beneficiaries.  Authority to establish and amend benefits is 
provided by Ohio Revised Code Chapter 3309.  SERS issues a publicly available, stand-
alone financial report that includes financial statements, required supplementary information 
and detailed information about SERS’ fiduciary net position.  That report can be obtained by 
visiting the SERS website at www.ohsers.org under Employers/Audit Resources. 
 
Age and service requirements for retirement are as follows: 

 
Eligible to Eligible to

Retire on or before Retire on or after
August 1, 2017 * August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 57 with 30 years of service credit

Actuarially Reduced Benefits Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Age 55 with 25 years of service credit Age 60 with 25 years of service credit

* Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
 

 
Annual retirement benefits are calculated based on final average salary multiplied by a 
percentage that varies based on year of service; 2.2 percent for the first 30 years of service 
and 2.5 percent for years of service credit over 30.  Final average salary is the average of the 
highest three years of salary. 
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11. DEFINED BENEFIT PENSION PLANS (continued) 
 
 B. Plan Description – School Employees Retirement System (SERS) (continued) 
 

One year after an effective benefit date, a benefit recipient is entitled to a three percent cost-
of-living adjustment (COLA).  This same COLA is added each year to the base benefit 
amount on the anniversary date of the benefit. 
  
Funding Policy – Plan members are required to contribute 10 percent of their annual covered 
salary and the School is required to contribute 14 percent of annual covered payroll.  The 
contribution requirements of plan members and employers are established and may be 
amended by the SERS’ Retirement Board up to statutory maximum amounts of 10 percent for 
plan members and 14 percent for employers.  The Retirement Board, acting with the advice 
of the actuary, allocates the employer contribution rate among four of the System’s funds 
(Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care Fund).  For the 
fiscal year ended June 30, 2017, the allocation to pension, death benefits, and Medicare B 
was 14 percent.  SERS did not allocate any employer contributions to the Health Care Fund 
for fiscal year 2017. 
 
The School’s contractually required contribution to SERS was $30,737 for fiscal year 2017.   

 
C. Plan Description – State Teachers Retirement System (STRS) 

 
Plan Description – School licensed teachers and other faculty members participate in STRS 
Ohio, a cost-sharing multiple-employer public employee retirement system administered by 
STRS.  STRS provides retirement and disability benefits to members and death and survivor 
benefits to beneficiaries.  STRS issues a stand-alone financial report that includes financial 
statements, required supplementary information and detailed information about STRS’ 
fiduciary net position.  That report can be obtained by writing to STRS, 275 E. Broad St., 
Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the STRS Web site at 
www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a 
Defined Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio 
Revised Code Chapter 3307.  The DB plan offers an annual retirement allowance based on 
final average salary multiplied by a percentage that varies based on years of service.  
Effective August 1, 2015, the calculation was 2.2 percent of final average salary for the five 
highest years of earnings multiplied by all years of service. Members are eligible to retire at 
age 60 with five years of qualifying service credit, or at age 55 with 26 years of service, or 31 
years of service regardless of age.  Eligibility changes will be phased in until August 1, 2026, 
when retirement eligibility for unreduced benefits will be five years of service credit and age 
65, or 35 years of service credit and at least age 60. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 
14 percent employer contributions into an investment account.  Investment allocation 
decisions are determined by the member.  The remaining 4.5 percent of the 14 percent 
employer rate is allocated to the defined benefit unfunded liability.  A member is eligible to 
receive a retirement benefit at age 50 and termination of employment.  The member may 
elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
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11. DEFINED BENEFIT PENSION PLANS (continued) 
 

C. Plan Description – State Teachers Retirement System (STRS) (continued) 
 

The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined 
Plan, 12 percent of the 14 percent member rate goes to the DC Plan and the remaining 2 
percent is applied to the DB Plan. Member contributions to the DC Plan are allocated among 
investment choices by the member, and contributions to the DB Plan from the employer and 
the member are used to fund the defined benefit payment at a reduced level from the regular 
DB Plan. The defined benefit portion of the Combined Plan payment is payable to a member 
on or after age 60 with five years of service. The defined contribution portion of the account 
may be taken as a lump sum payment or converted to a lifetime monthly annuity after 
termination of employment at age 50 or later. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to 
reselect a permanent plan during their fifth year of membership.  Members may remain in the 
same plan or transfer to another STRS plan.  The optional annuitization of a member’s 
defined contribution account or the defined contribution portion of a member’s Combined Plan 
account to a lifetime benefit results in STRS bearing the risk of investment gain or loss on the 
account.  STRS has therefore included all three plan options as one defined benefit plan for 
GASB 68 reporting purposes. 
 
A DB or Combined Plan member with five or more years of credited service who is 
determined to be disabled may qualify for a disability benefit.  Eligible survivors of members 
who die before service retirement may qualify for monthly benefits.  New members on or after 
July 1, 2013, must have at least ten years of qualifying service credit to apply for disability 
benefits.  Members in the DC Plan who become disabled are entitled only to their account 
balance.  If a member of the DC Plan dies before retirement benefits begin, the member’s 
designated beneficiary is entitled to receive the member’s account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State 
Teachers Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the 
fiscal year ended June 30, 2017, plan members were required to contribute 14 percent of 
their annual covered salary. The School was required to contribute 14 percent; the entire 14 
percent was the portion used to fund pension obligations.  The fiscal year 2017 contribution 
rates were equal to the statutory maximum rates. 
 
The School’s contractually required contribution to STRS was $80,940 for fiscal year 2017.   

 
D. Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and 

Deferred Inflows of Resources Related to Pensions 
 
The net pension liability was measured as of July 1, 2016,  and  the  total pension liability 
used to calculate the net pension liability was determined by an independent actuarial 
valuation as of that date. The School's employer allocation percentage of the net pension 
liability was based on the Employer’s share of contributions to the pension plan relative to the 
total employer contributions of all participating entities.  Following is information related to the 
proportionate share and pension expense: 
 

 
 
 
 
 

 
Attachment 26: Audited Financial Statements Page 2589



EAST ACADEMY 
CUYAHOGA COUNTY 

 
NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED JUNE 30, 2017 
 (Continued) 

 

21 

11. DEFINED BENEFIT PENSION PLANS (continued) 
 

D. Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred 
Inflows of Resources Related to Pensions (continued) 
 

SERS STRS Total
Proportionate Share of the Net 
  Pension Liability 340,901$       2,020,331$    2,361,232$  
Proportion of the Net Pension Liability:

Current Measurement Date 0.00465770% 0.00603570%
Prior Measurement Date 0.00826530% 0.00965347%

Change in Proportionate Share (0.00360760%) (0.00361777%)

Pension Expense 82,548$         526,233$       608,781$      
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension 
liability due to the difference between projected and actual investment earnings, differences 
between expected and actual actuarial experience, changes in assumptions and changes in 
the School’s proportion of the collective net pension liability. The deferred outflows and 
deferred inflows are to be included in pension expense over current and future periods. The 
difference between projected and actual investment earnings is recognized in pension 
expense using a straight line method over a five year period beginning in the current year. 
Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the 
average expected remaining service lives of all members (both active and inactive) using the 
straight line method. Employer contributions to the pension plan subsequent to the 
measurement date are also required to be reported as a deferred outflow of resources.  
 
At June 30, 2017, the School reported deferred outflows of resources and deferred inflows of 
resources related to pensions from the following sources: 

SERS STRS Total
Deferred Outflows of Resources
Differences between expected and
  actual experience 4,597$       81,633$             86,230$             
Net difference between projected and
  actual earnings on pension plan investments 28,121       167,742             195,863             
Changes of assumptions 22,757       -                     22,757               
Changes in proportion and differences
Difference between School contributions
  and proportionate share of contributions 198,567     1,147,306          1,345,873          
School contributions subsequent to the 
  measurement date 30,737       80,940               111,677             

Total Deferred Outflows of Resources 284,779$   1,477,621$        1,762,400$        

Deferred Inflows of Resources
Changes in proportion and differences between School

Contributions and proportionate share of contributions 147,187$   788,067$           935,254$           

Total Deferred Inflows of Resources 147,187$   788,067$           935,254$           
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11. DEFINED BENEFIT PENSION PLANS (continued) 
 

D. Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and 
Deferred Inflows of Resources Related to Pensions (continued) 
 
$111,677 reported as deferred outflows of resources related to pension resulting from School 
contributions subsequent to the measurement date will be recognized as a reduction of the 
net pension liability in the year ending June 30, 2018. Other amounts reported as deferred 
outflows of resources and deferred inflows of resources related to pension will be recognized 
in pension expense as follows: 

SERS STRS Total
Fiscal Year Ending June 30:

2018 $60,511 $401,470 $461,981
2019 56,440        401,474      457,914
2020 (18,180)       (63,870)       (82,050)
2021 8,084          (130,460)     (122,376)

Total $106,855 $608,614 $715,469

 
E. Actuarial Assumptions – SERS 

 
SERS’ total pension liability was determined by their actuaries in accordance with GASB 
Statement No. 67, as part of their annual actuarial valuation for each defined benefit 
retirement plan.  Actuarial valuations of an ongoing plan involve estimates of the value of 
reported amounts (e.g., salaries, credited service) and assumptions about the probability of 
occurrence of events far into the future (e.g., mortality, disabilities, retirements, employment 
termination).  Actuarially determined amounts are subject to continual review and potential 
modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the 
plan as understood by the employers and plan members) and include the types of benefits 
provided at the time of each valuation and the historical pattern of sharing benefit costs 
between the employers and plan members to that point.  The projection of benefits for 
financial reporting purposes does not explicitly incorporate the potential effects of legal or 
contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial 
calculations will take into account the employee’s entire career with the employer and also 
take into consideration the benefits, if any, paid to the employee after termination of 
employment until the death of the employee and any applicable contingent annuitant.  In 
many cases actuarial calculations reflect several decades of service with the employer and 
the payment of benefits after termination. 

 
Key methods and assumptions used in calculating the total pension liability in the latest 
actuarial valuation, prepared as of June 30, 2016, are presented below: 
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11. DEFINED BENEFIT PENSION PLANS (continued) 
 

E. Actuarial Assumptions – SERS (continued) 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
COLA  or Ad Hoc COLA 3.00 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)

 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality 
Table with fully generational projection and a five year age set-back for both males and 
females.  Mortality among service retired members and beneficiaries were based upon the 
RP-2014 Blue Collar Mortality Table with fully generational projection with Scale BB, 120 
percent of male rates and 110 percent of female rates.  Mortality among disabled members 
were based upon the RP-2000 Disabled Mortality Table, 90 percent for male rates and 100 
percent for female rates, set back five years is used for the period after disability retirement.  
 
The actuarial assumptions used in the June 30, 2016 valuation were based on the results of 
an actuarial experience study for the period ending July 1, 2010 to June 30, 2015.  The 
assumed rate of inflation, payroll growth assumption and assumed real wage growth were 
reduced in the June 30, 2016 actuarial valuation.  The rates of withdrawal, retirement and 
disability updated to reflect recent experience and mortality rates were also updated. 
 
The long-term return expectation for the Pension Plan Investments has been determined by 
using a building-block approach and assumes a time horizon, as defined in SERS’ Statement 
of Investment Policy.  A forecasted rate of inflation serves as the baseline for the return 
expectation.  Various real return premiums over the baseline inflation rate have been 
established for each asset class.  The long-term expected nominal rate of return has been 
determined by calculating an arithmetic weighted average of the expected real return 
premiums for each asset class, adding the projected inflation rate, and adding the expected 
return from rebalancing uncorrelated asset classes. The target allocation and best estimates 
of arithmetic real rates of return for each major assets class are summarized in the following 
table: 

 
Target

Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return
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11. DEFINED BENEFIT PENSION PLANS (continued) 
 

E. Actuarial Assumptions – SERS (continued) 
 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 
percent.  The projection of cash flows used to determine the discount rate assumed the 
contributions from employers and from the members would be computed based on 
contribution requirements as stipulated by State statute.  Projected inflows from investment 
earnings were calculated using the long-term assumed investment rate of return (7.50 
percent).  Based on those assumptions, the plan’s fiduciary net position was projected to be 
available to make all future benefit payments of current plan members.  Therefore, the long-
term expected rate of return on pension plan investments was applied to all periods of 
projected benefits to determine the total pension liability.   

 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes 
in the Discount Rate Net pension liability is sensitive to changes in the discount rate, and to 
illustrate the potential impact the following table presents the School’s proportionate share of 
the net pension liability calculated using the discount rate of 7.50 percent, as well as what 
each plan’s net pension liability would be if it were calculated using a discount rate that is one 
percentage point lower (6.50 percent), or one percentage point higher (8.50 percent) than the 
current rate. 

Current
1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)
School proportionate share
  of the net pension liability $451,331 $340,901 $248,466

 
F. Actuarial Assumptions – STRS 

 
The total pension liability in the June 30, 2016, actuarial valuation was determined using the 
following actuarial assumptions, applied to all periods included in the measurement:  
 

Inflation 2.75 percent
Projected salary increases 12.25 percent at age 20 to 2.75 percent at age 70
Investment Rate of Return 7.75 percent, net of investment expenses, including inflation
Cost-of-Living Adjustments 2 percent simple applied as follows:  for members retiring before
  (COLA) August 1, 2013, 2 percent per year; for members retiring August 1, 2013,

 or later, 2 percent COLA paid on fifth anniversary of retirement date.
 

Mortality rates were based on the RP-2000 Combined Mortality Table (Projection 2022—
Scale AA) for Males and Females.  Males’ ages are set-back two years through age 89 and 
no set-back for age 90 and above.  Females younger than age 80 are set back four years, 
one year set back from age 80 through 89 and not set back from age 90 and above.   
 
Actuarial assumptions used in the June 30, 2016, valuation are based on the results of an 
actuarial experience study, effective July 1, 2012. 

 
STRS’ investment consultant develops an estimate range for the investment return 
assumption based on the target allocation adopted by the Retirement Board. The target 
allocation and long-term expected rate of return for each major asset class are summarized 
as follows: 
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11. DEFINED BENEFIT PENSION PLANS (continued) 
 

F. Actuarial Assumptions – STRS (continued) 
 

Target
Asset Class Allocation

Domestic Equity 31.00 % 8.00 %
International Equity 26.00 7.85
Alternatives 14.00 8.00
Fixed Income 18.00 3.75
Real Estate 10.00 6.75
Liquidity Reserves 1.00 3.00

Total 100.00 % 7.61 %

Long-Term Expected
Real Rate of Return*

 
 
*10-year annualized geometric nominal returns, which include the real rate of return and 
inflation of 2.50 percent and does not include investment expenses. The total fund long-term 
expected return reflects diversification among the asset classes and therefore is not a 
weighted average return of the individual asset classes.  
 
Discount Rate The discount rate used to measure the total pension liability was 7.75 percent 
as of June 30, 2016. The projection of cash flows used to determine the discount rate 
assumes member and employer contributions will be made at the statutory contribution rates 
in accordance with rate increases described above. For this purpose, only employer 
contributions that are intended to fund benefits of current plan members and their 
beneficiaries are included.  Projected employer contributions that are intended to fund the 
service costs of future plan members and their beneficiaries, as well as projected 
contributions from future plan members, are not included.  Based on those assumptions, 
STRS’ fiduciary net position was projected to be available to make all projected future benefit 
payments to current plan members as of June 30, 2016.  Therefore, the long-term expected 
rate of return on pension plan investments of 7.75 percent was applied to all periods of 
projected benefit payment to determine the total pension liability as of June 30, 2016. 
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes 
in the Discount Rate The following table presents the School's proportionate share of the 
net pension liability as of June 30, 2016, calculated using the current period discount rate 
assumption of 7.75 percent, as well as what the School's proportionate share of the net 
pension liability would be if it were calculated using a discount rate that is one-percentage-
point lower (6.75 percent) or one-percentage-point higher (8.75 percent) than the current rate: 

 
Current

1% Decrease Discount Rate 1% Increase
(6.75%) (7.75%) (8.75%)

School's proportionate share
  of the net pension liability $2,684,855 $2,020,331 $1,459,765
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11. DEFINED BENEFIT PENSION PLANS (continued) 
 

F. Actuarial Assumptions – STRS (continued) 
 

Changes Between Measurement Date and Report Date  In March 2017, the STRS Board 
adopted certain assumption changes which will impact their annual actuarial valuation 
prepared as of June 30, 2017.  The most significant change is a reduction in the discount rate 
from 7.75 percent to 7.45 percent.  In April 2017, the STRS Board voted to suspend cost of 
living adjustments granted on or after July 1, 2017.  Although the exact amount of these 
changes is not known, the overall decrease to School’s net pension liability is expected to be 
significant.   

 
12. POSTEMPLOYMENT BENEFITS 

 
A.   School Employee Retirement System (SERS) 

 
Health Care Plan Description - The School contributes to the SERS Health Care Fund, 
administered by SERS for non-certificated retirees and their beneficiaries.  For GASB 45 
purposes, this plan is considered a cost-sharing, multiple-employer, defined benefit other 
postemployment benefit (OPEB) plan.  The Health Care Plan includes hospitalization and 
physicians’ fees through several types of plans including HMO’s, PPO’s, Medicare 
Advantage, and traditional indemnity plans as well as a prescription drug program. The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report 
which can be obtained on SERS’ website at www.ohsers.org under Employers/Audit 
Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 
3309 of the Ohio Revised Code. The Health Care Fund was established and is administered 
in accordance with Internal Revenue Code Section 105(e). SERS’ Retirement Board reserves 
the right to change or discontinue any health plan or program. Health care is financed through 
a combination of employer contributions and retiree premiums, copays and deductibles on 
covered health care expenses, investment returns, and any funds received as a result of 
SERS’ participation in Medicare programs. Active employee members do not contribute to the 
Health Care Plan.  Retirees and their beneficiaries are required to pay a health care premium 
that varies depending on the plan selected, the  number of qualified years of service, 
Medicare eligibility and retirement status. 
 
Funding Policy - State statute permits SERS to fund the health care benefits through 
employer contributions.  Each year, after the allocation for statutorily required basic benefits, 
the Retirement Board allocates the remainder of the employer contribution of 14 percent of 
covered payroll to the Health Care Fund. For fiscal year 2017, SERS did not allocate any 
employer contributions to the Health Care fund.   In addition, employers pay a surcharge for 
employees earning less than an actuarially determined minimum compensation amount, pro-
rated according to service credit earned. For fiscal year 2017, this amount was $23,500.  
Statutes provide that no employer shall pay a health care surcharge greater than 2 percent of 
that employer’s SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 
percent of the total statewide SERS-covered payroll for the health care surcharge. For fiscal 
year 2017, the School’s surcharge obligation was $1,965. 
 
For fiscal years 2015, 2016 and 2017, SERS did not allocate employer contributions to the 
Health Care fund.   
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12. POSTEMPLOYMENT BENEFITS (continued) 
 

B.   State Teachers Retirement System 
 
Plan Description – The School participates in the cost-sharing multiple-employer defined 
benefit Health Plan administered by the State Teachers Retirement System of Ohio (STRS) 
for eligible retirees who participated in the defined benefit or combined pension plans offered 
by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, 
physicians’ fees, prescription drugs and reimbursement of monthly Medicare Part B 
premiums.  The Plan is included in the report of STRS which can be obtained by visiting 
www.strsoh.org or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS Ohio to offer the Plan 
and gives the Retirement Board authority over how much, if any, of the health care costs will 
be absorbed by STRS.  Active employee members do not contribute to the Health Care Plan. 
 All benefit recipients, for the most recent year, pay a monthly premium.  Under Ohio law, 
funding for post-employment health care may be deducted from employer contributions.  For 
fiscal years 2017, 2016 and 2015, STRS did not allocate any employer contributions to post-
employment health care; therefore, the School did not contribute to health care in the last 
three fiscal years. 

 
13. CONTINGENCES 

 
A. Grants 

 
Amounts received from grantor agencies are subject to audit and adjustment by the grantor. 
Any disallowed costs may require refunding to the grantor.  Amounts which may be 
disallowed, if any, are not presently determinable.  However, in the opinion of the School, any 
such disallowed claims will not have a material adverse effect on the financial position of the 
School. 

 
B. Enrollment FTE 
 

School foundation funding is based on the annualized full-time equivalent (FTE) enrollment of 
each student.  However, there is an important nexus between attendance and enrollment for 
Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of 
Education (ODE) is legislatively required to adjust/reconcile funding as enrollment information 
is updated by schools throughout the State, which can extend past the fiscal year end. 
 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent 
to the fiscal year end that may result in an additional adjustment to the enrollment information 
as well as claw backs of Foundation funding due to a lack of evidence to support student 
participation and other matters of noncompliance. ODE has not performed such a review on 
the School for fiscal year 2017. 
 
As of the date of this report, all ODE adjustments through fiscal year 2017 have been 
completed. 
 
  
 
 
 
 

Attachment 26: Audited Financial Statements Page 2596



EAST ACADEMY 
CUYAHOGA COUNTY 

 
NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED JUNE 30, 2017 
 (Continued) 

 

28 

13. CONTINGENCES (continued) 
 

B. Enrollment FTE (continued) 
 

In addition, the School’s contracts with their Sponsor and Management Company require 
payment based on revenues received from the State. As discussed above, all ODE 
adjustments through fiscal year 2017 have been completed. A reconciliation between 
payments previously made and the FTE adjustments has taken place with these contracts. 
 

C. Litigation 
 
The School is not a party to legal proceedings that, in the opinion of management, would 
have a material adverse effect on the financial statements. 

 
14. PRIOR PERIOD ADJUSTMENT 
 

A prior period adjustment was needed to restate beginning net position related to deferred outflows of 
resources due to GASB 68 reporting errors.  The restatement had the following effect on Net Position:  
 
Previously Reported Net Position, June 30, 2016 (340,799)$  

Adjustments:
Deferred Outflows of Resources (630,206)$  

Restated Net Position, July 1, 2016 (971,005)$  
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2017 2016 2015
School Employees Retirement System (SERS)
School's Proportion of the Net Pension

Liability 0.00465770% 0.00826530% 0.00845000%

School's Proportionate Share of the Net
Pension Liability 340,901$       471,626$       427,650$         

School's Covered-Employee Payroll 256,550$       295,114$       223,911$         

School's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered-Employee Payroll 132.88% 159.81% 190.99%

Plan Fiduciary Net Position as a
Percentage of the Total Pension
Liability 62.98% 69.16% 71.70%

(1) Information prior to 2015 is not available.

Notes:
School Employees Retirement System (SERS)

Changes of Benefit Terms: None. 

The amounts presented for each fiscal year were determined as of the measurement date, which is the 
prior fiscal year.

Changes of Assumptions: Amounts reported in 2017 reflect an adjustment of the rates of 
withdrawal, retirement and disability to more closely reflect actual experience and the expectation of 
retired life mortality was based on RP-2014 Blue Collar Mortality Tables and RP-2000 Disabled 
Mortality Table. The following reductions were also made to the actuarial assumptions:

· Discount rate from 7.75% to 7.50%
· Assumed rate of inflation from 3.25% to 3.00%
· Payroll growth assumption from 4.00% to 3.50%
· Assumed real wage growth from 0.75% to 0.50%
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2017 2016 2015
State Teachers Retirement System (STRS)
School's Proportion of the Net Pension

Liability 0.00603570% 0.00965347% 0.00914109%

School's Proportionate Share of the Net
Pension Liability 2,020,331$        2,667,937$        2,223,429$     

School's Covered-Employee Payroll 928,571$           1,270,129$        784,131$        

School's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered-Employee Payroll 217.57% 210.05% 283.55%

Plan Fiduciary Net Position as a
Percentage of the Total Pension
Liability 66.80% 72.10% 74.70%

(1) Information prior to 2015 is not available.

The amounts presented for each fiscal year were determined as of the measurement date, which is 
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2017 2016 2015 2014
School Employees Retirement System (SERS)
Contractually Required Contribution 30,737$    35,917$    38,896$         31,034$         

Contributions in Relation to the
Contractually Required Contribution (30,737)     (35,917)     (38,896)          (31,034)          

Contribution Deficiency (Excess) -$          -$          -$              -$              

School Covered-Employee Payroll 219,550$   256,550$   295,114$       223,911$       

Contributions as a Percentage of
Covered-Employee Payroll 14.00% 14.00% 13.18% 13.86%

(1) Information prior to 2014 is not available 
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2017 2016 2015 2014
State Teachers Retirement System (STRS)
Contractually Required Contribution 80,940$        130,000$      177,818$    101,937$     

Contributions in Relation to the
Contractually Required Contribution (80,940)         (130,000)       (177,818)     (101,937)      

Contribution Deficiency (Excess) -$             -$             -$           -$            

School Covered-Employee Payroll 578,143$      928,571$      1,270,129$ 784,131$     

Contributions as a Percentage of
Covered-Employee Payroll 14.00% 14.00% 14.00% 13.00%

(1) information prior to 2014 is not available 
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January 24, 2018 
 
To the Board of Directors 
East Academy 
Cuyahoga County, Ohio 
15720 Kipling Avenue 
Cleveland, Ohio 44110 
 

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 
and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the East Academy, 
Cuyahoga County, Ohio (the “School”) as of and for the year ended June 30, 2017, and the related notes 
to the financial statements, which collectively comprise the School’s basic financial statements, and have 
issued our report thereon dated January 24, 2018, wherein we noted the School restated the beginning net 
position balance to account for a prior period adjustment related to reporting errors within deferred 
outflows of resources due to GASB 68. 
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School's internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate in 
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the School’s internal control. Accordingly, we 
do not express an opinion on the effectiveness of the School’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with 
governance.  
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified. 
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East Academy 
Independent Auditor’s Report on Internal Control over Financial Reporting and on  

Compliance and Other Matters Based on an Audit of Financial Statements  
Performed in Accordance with Government Auditing Standards 

Page 2 of 2 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 
results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 

 
 

 
Cambridge, Ohio 
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Accountant’s Compilation Report 

 
To the Eastland Preparatory Academy Governing Board  
Columbus, Ohio 
 
 
Management is responsible for the accompanying basic financial statements of the Eastland Preparatory Academy, 
which comprise the statements listed in the table of contents as of June 30, 2020 and for the fiscal year then ended, 
and the related notes to the financial statements in accordance with accounting principles generally accepted in the 
United States of America.  We have performed the compilation engagement in accordance with Statements on 
Standards for Accounting and Review Services promulgated by the Accounting and Review Services Committee of 
the AICPA.  We did not audit or review the financial statements nor were we required to perform any procedures to 
verify the accuracy or completeness of the information provided by management.  Accordingly, we do not express an 
opinion, a conclusion, nor provide any assurance on the financial statements. 
 
Accounting principles generally accepted in the United States of America require that the management's discussion 
and analysis, on pages 3 through 7 and the required supplementary information on pages 40 through 55 be presented 
to supplement the basic financial statements.  Although this information is not a part of the basic financial statements, 
the Governmental Accounting Standards Board considers it essential to placing the basic financial statements in an 
appropriate operational, economic, or historical context.  Such information is the responsibility of management.  The 
supplementary information was subject to our compilation engagement.  We have not audited or reviewed the 
supplementary information and do not express an opinion, a conclusion, nor provide any form of assurance on such 
information. 
 

 
 
Westerville, Ohio 
November 23, 2020 
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The management’s discussion and analysis of the Eastland Preparatory Academy (the “Academy”), formerly known and 
the Berwyn East Academy, provides an overall review of the Academy’s financial activities for fiscal year 2020.  The 
intent of this discussion and analysis is to look at the Academy’s financial performance as a whole; readers should also 
review the notes to the basic financial statements and financial statements to enhance their understanding of the 
Academy’s financial performance. 
 
Financial Highlights 
 
Key financial highlights for fiscal year 2020 are as follows: 
 
 In total, net position was a deficit of $1,352,295 at June 30, 2020, which represented a 15.61% decrease from 2019’s 

net position. 
 
 The Academy had operating revenues of $2,478,788, operating expenses of $3,120,441, non-operating revenues of 

$462,044, and non-operating expenses of $2,967 for fiscal year 2020.  Total change in net position for the Academy 
was a decrease of $182,576. 

 
Using the Basic Financial Statements 
 
This annual report consists of management’s discussion and analysis, the basic financial statements and the notes to 
those statements.  These statements are organized so the reader can understand the Academy’s financial activities.   The 
statement of net position and statement of revenues, expenses and changes in net position provides information about the 
activities of the Academy, including all short-term and long-term financial resources and obligations.   
 
Reporting the Academy’s Financial Activities 
 
Statement of Net Position, Statement of Revenues, Expenses, and Changes in Net Position and the Statement of Cash 
Flows 
 
These documents look at all financial transactions and ask the question, “How did we do financially during 2020?”  The 
statement of net position and the statement of revenues, expenses and changes in net position answer this question.  
These statements include all assets, deferred outflows of resources, liabilities, deferred inflows of resources, revenues 
and expenses using the accrual basis of accounting similar to the accounting used by most private-sector companies.  
This basis of accounting will take into account all of the current year’s revenues and expenses regardless of when cash is 
received or paid. 
 
These two statements report the Academy’s net position and changes in net position.  This change in net position is 
important because it tells the reader that, for the Academy as a whole, the financial position of the Academy has 
improved or diminished. The causes of this change may be the result of many factors, some financial, some not.  These 
statements can be found on pages 9 and 10 of this report.   
 
The statement of cash flows provides information about how the Academy finances and meets the cash flow needs of its 
operations.  The statement of cash flows can be found on page 11 of this report.   
 
The notes provide additional information that is essential to a full understanding of the data provided in the financial 
statements.  These notes to the basic financial statements can be found on pages 13 through 37 of this report. 
 
In addition to the basic financial statements and accompanying notes, this report also presents certain required 
supplementary information concerning the Academy’s net pension liability and net OPEB liability/asset.  The required 
supplementary information can be found on pages 40 through 55 of this report. 
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The table below provides a summary of the Academy’s net position for fiscal years 2020 and 2019.  
 

Net Position

        2020                2019        
Assets
Current assets 202,530$            215,141$           
Non-current assets 107,479              90,360               

Total assets 310,009              305,501             

Deferred Outflows of Resources
Pension 611,589              675,781             
OPEB 43,682                28,081               

Total deferred outflows of resources 655,271              703,862             

Liabilities
Current liabilities 373,796              407,587             
Non-current liabilities:
Capital lease obligation 19,805                45,822               
Net pension liability 1,427,462           1,103,442          
Net OPEB liability 126,298              135,695             

Total liabilities 1,947,361           1,692,546          

Deferred Inflows of Resources
Pension 127,726              248,176             
OPEB 242,488              238,360             

Total deferred inflows of resources 370,214              486,536             

Net Position
Restricted 70,592                -                         
Unrestricted (deficit) (1,422,887)         (1,169,719)         

Total net position (deficit) (1,352,295)$       (1,169,719)$       
 

 
The net pension liability (NPL) is the largest single liability reported by the Academy at June 30, 2020 and is reported 
pursuant to GASB Statement 68, “Accounting and Financial Reporting for Pensions—an Amendment of GASB 
Statement 27.”   The Academy adopted GASB Statement 75, “Accounting and Financial Reporting for Postemployment 
Benefits Other Than Pensions,” which significantly revises accounting for costs and liabilities related to other 
postemployment benefits (OPEB).  For reasons discussed below, many end users of this financial statement will gain a 
clearer understanding of the Academy’s actual financial condition by adding deferred inflows related to pension and 
OPEB, the net pension liability and the net OPEB liability/asset to the reported net position and subtracting deferred 
outflows related to pension and OPEB. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial reports prepared 
in accordance with generally accepted accounting principles. Prior accounting for pensions (GASB 27) and 
postemployment benefits (GASB 45) focused on a funding approach.  This approach limited pension and OPEB costs to 
contributions annually required by law, which may or may not be sufficient to fully fund each plan’s net pension liability 
or net OPEB liability.  GASB 68 and GASB 75 take an earnings approach to pension and OPEB accounting; however, 
the nature of Ohio’s statewide pension/OPEB plans and state law governing those systems requires additional 
explanation in order to properly understand the information presented in these statements. 
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GASB 68 and GASB 75 require the net pension liability and the net OPEB liability/asset to equal the Academy’s 
proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive employees’ past 
service.  

2. Minus plan assets available to pay these benefits. 
 

GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the “employment exchange” – 
that is, the employee is trading his or her labor in exchange for wages, benefits, and the promise of a future pension and 
other postemployment benefits.  GASB noted that the unfunded portion of this promise is a present obligation of the 
government, part of a bargained-for benefit to the employee, and should accordingly be reported by the government as a 
liability since they received the benefit of the exchange.  However, the Academy is not responsible for certain key factors 
affecting the balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with the 
employer.  Both employer and employee contribution rates are capped by State statute.  A change in these caps requires 
action of both Houses of the General Assembly and approval of the Governor.  Benefit provisions are also determined by 
State statute.  The Ohio Revised Code permits, but does not require, the retirement systems to provide healthcare to 
eligible benefit recipients.  The retirement systems may allocate a portion of the employer contributions to provide for 
these OPEB benefits. 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is limited not by 
contract but by law.  The employer enters the exchange also knowing that there is a specific, legal limit to its 
contribution to the retirement system.  In Ohio, there is no legal means to enforce the unfunded liability of the 
pension/OPEB plan as against the public employer.  State law operates to mitigate/lessen the moral obligation of the 
public employer to the employee, because all parties enter the employment exchange with notice as to the law.  The 
retirement system is responsible for the administration of the pension and OPEB plans.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick and vacation 
leave), are satisfied through paid time-off or termination payments.  There is no repayment schedule for the net pension 
liability or the net OPEB liability.  As explained above, changes in benefits, contribution rates, and return on investments 
affect the balance of these liabilities but are outside the control of the local government.  In the event that contributions, 
investment returns, and other changes are insufficient to keep up with required payments, State statute does not 
assign/identify the responsible party for the unfunded portion.  Due to the unique nature of how the net pension liability 
and the net OPEB liability are satisfied, these liabilities are separately identified within the long-term liability section of 
the statement of net position. 
 
In accordance with GASB 68 and GASB 75, the Academy’s statements prepared on an accrual basis of accounting 
include an annual pension expense and an annual OPEB expense for their proportionate share of each plan’s change in 
net pension liability and net OPEB liability/asset, respectively, not accounted for as deferred inflows/outflows.  
 
Net Position Analysis 
 
Over time, net position can serve as a useful indicator of an entity’s financial position.  At June 30, 2020, the Academy’s 
net position was a deficit of $1,352,295 compared to a deficit of $1,169,719 at June 30, 2019.  
 
Current assets include the Academy’s demand deposit account and intergovernmental receivables.  Non-current assets 
include capital assets.  At year-end, capital assets represented 7.84% of total assets.  Capital assets includes equipment.  
The net investment in capital assets at June 30, 2020, was zero.  These capital assets are used to provide services to the 
students and are not available for future spending.  Although the Academy’s investment in capital assets is reported net 
of related debt, it should be noted that the resources to repay the debt must be provided from other sources, since capital 
assets may not be used to liquidate these liabilities. 
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Deferred outflows of resources are reported in accordance with GASB Statement No. 68 and GASB Statement No. 75, 
see Note 12 and Note 13, respectively, to the basic financial statements for detail. 
 
Current liabilities primarily include accounts payable due to vendors for goods and services, related pension and 
postemployment benefits reported as intergovernmental payables, and the current portion of the Academy’s capital lease 
obligation.     
 
Long-term obligations include a capital lease obligation for copier equipment, the Academy’s net pension liability and 
the Academy’s net OPEB liability.  Long-term liabilities decreased primarily due to a decrease in the net pension and net 
OPEB liabilities. This factor is outside of the control of the Academy. The Academy contributes its statutorily required 
contributions to the pension systems; however, it’s the pension systems that collect, hold and distribute pensions to 
Academy employees, not the Academy.   
 
The table below shows the changes in net position for fiscal years 2020 and 2019.  
 

Change in Net Position 

         2020                  2019         
Operating Revenues:
State foundation 2,478,788$           1,969,496$           

Total operating revenue 2,478,788             1,969,496             
 

Operating Expenses:
Salaries and wages 41,008                  40,098                  
Fringe benefits 155,819                100,453                
Purchased services 2,857,949             2,180,718             
Materials and supplies 53,175                  108,076                
Depreciation 5,892                    4,165                    
Other 6,598                    1,459                    

Total operating expenses 3,120,441             2,434,969             

Non-operating Revenues (Expenses):
Federal and State subsidies 462,044                249,053                
Contributions and donations -                            50                         
Interest expense (2,967)                   (2,972)                   

Total non-operating revenues (expenses) 459,077                246,131                

Change in net position (182,576)               (219,342)               

Net position (deficit) at beginning of year (1,169,719)            (950,377)               

Net position (deficit) at end of year (1,352,295)$          (1,169,719)$          
 

 
Pension expense is a component of program expenses reported on the statement of activities. To assess fluctuations in 
program expenses, the increase or decrease in pension expense should be factored into the analysis.  Pension expense for 
2020 and 2019 was $223,881 and $331,981, respectively.  Pension expense is reported as a component of fringe benefits 
and purchase services expense. 
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Capital Assets and Long-Term Debt Obligations 
 
The Academy had $24,302 and $30,194 in capital assets, net of depreciation, June 30, 2020 and 2019, respectively.  See 
Note 6 to the basic financial statements for detail. 
 
The Academy had $45,822 and $70,573 in long-term debt obligations (capital lease obligations) outstanding at June 30, 
2020 and 2019, respectively.  See Note 7 to the basic financial statements for detail. 
 
Current Financial Related Activities 
 
The Academy is reliant upon State Foundation monies to offer quality educational services to students.   
 
In order to continually provide learning opportunities to the Academy’s students, the Academy will apply resources to 
best meet the needs of its students.  It is the intent of the Academy to apply for other State and Federal funds that are 
made available to finance its operations. 
 
Contacting the Academy’s Financial Management 
 
This financial report is designed to provide our clients and creditors with a general overview of the Academy’s finances 
and to show the Academy’s accountability for the money it receives.  If you have questions about this report or need 
additional financial information contact Mr. Todd Johnson, Treasurer of Eastland Preparatory Academy, 2741 South 
Hamilton Road, Columbus, Ohio 43232. 
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Assets:  
Current assets:

Cash .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 89,119$                
Receivables:
  Intergovernmental.  .  .  .  .  .  .  .  .  .  .  .  . 113,411                

Total current assets .  .  .  .  .  .  .  .  .  .  .  .  .  . 202,530                

Non-current assets:
Net OPEB asset.  .  .  .  .  .  .  .  .  .  .  .  .  . 83,177                  
Depreciable capital assets, net .  .  .  .  .  .  . 24,302                  

Total non-current assets.  .  .  .  .  .  .  .  .  .  .  . 107,479                

Total assets.  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 310,009                

Deferred outflows of resources:
  Pension (Note 12).  .  .  .  .  .  .  .  .  .  .  .  .  .  .  611,589                
  OPEB (Note 13).  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  43,682                  

Total deferred outflows of resources .  .  .  .  .  . 655,271                

Liabilities:
Current liabilities:

Accounts payable.  .  .  .  .  .  .  .  .  .  .  .  .  .  . 309,516                
Intergovernmental payable .  .  .  .  .  .  .  .  .  . 38,263                  
Capital lease obligation .  .  .  .  .  .  .  .  .  .  .  . 26,017                  

Total current liabilities .  .  .  .  .  .  .  .  .  .  .  .  . 373,796                

Non-current liabilities:
Net pension liability (Note 12).  .  .  .  .  .  .  .  . 1,427,462             
Net OPEB liability (Note 13).  .  .  .  .  .  .  .  .  .  126,298                
Capital lease obligation .  .  .  .  .  .  .  .  .  .  . 19,805                  

Total non-current liabilities .  .  .  .  .  .  .  .  .  .  . 1,573,565             

Total liabilities .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 1,947,361             

  Pension (Note 12).  .  .  .  .  .  .  .  .  .  .  .  .  .  .  127,726                
  OPEB (Note 13).  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  242,488                

Total deferred inflows of resources .  .  .  .  .  .  . 370,214                

Net position:
Restricted for:

Restricted for state programs.  .  .  .  .  .  .  .  . 60,953                  
Restricted for federal programs  .  .  .  .  .  .  . 9,639                    

Unrestricted (deficit).  .  .  .  .  .  .  .  .  .  .  .  .  .  (1,422,887)            

Total net position (deficit)  .  .  .  .  .  .  .  .  .  .  . (1,352,295)$          

JUNE 30, 2020
(SEE ACCOUNTANT'S COMPILATION REPORT)

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS

EASTLAND PREPARATORY ACADEMY
FRANKLIN COUNTY, OHIO

STATEMENT OF NET POSITION

Deferred inflows of resources:

9
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Operating revenues:  
State foundation .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 2,478,788$           

Total operating revenues  .  .  .  .  .  .  .  .  .  .  . 2,478,788             

Operating expenses:
Salaries and wages.  .  .  .  .  .  .  .  .  .  .  .  .  . 41,008                  
Fringe benefits.  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 155,819                
Purchased services.  .  .  .  .  .  .  .  .  .  .  .  .  . 2,857,949             
Materials and supplies .  .  .  .  .  .  .  .  .  .  .  . 53,175                  
Other.  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 6,598                    
Depreciation .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 5,892                    

Total operating expenses.  .  .  .  .  .  .  .  .  .  .  . 3,120,441             

Operating loss .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . (641,653)               

Nonoperating revenues (expenses):
Federal and state subsidies.  .  .  .  .  .  .  .  .  . 462,044                
Interest expense .  .  .  .  .  .  .  .  .  .  .  .  .  .  . (2,967)                   

Total nonoperating revenues (expenses) .  .  .  . 459,077                

Change in net position  .  .  .  .  .  .  .  .  .  .  .  . (182,576)               

Net position (deficit) at beginning of year.  . (1,169,719)            

Net position (deficit) at end of year  .  .  .  . (1,352,295)$          

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2020
(SEE ACCOUNTANT'S COMPILATION REPORT)

EASTLAND PREPARATORY ACADEMY
FRANKLIN COUNTY, OHIO

STATEMENT OF REVENUES, EXPENSES AND
CHANGES IN NET POSITION
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Cash flows from operating activities:  
  Cash received from state foundation  .  .  .  .  .  .  .  .  . 2,440,545$           
  Cash payments for salaries and wages.  .  .  .  .  .  .  .  . (40,011)                 
  Cash payments for fringe benefits .  .  .  .  .  .  .  .  .  .  . (149,167)               
  Cash payments for contractual services  .  .  .  .  .  .  .  . (2,649,407)            
  Cash payments for materials and supplies .  .  .  .  .  .  . (78,109)                 
  Cash payments for other expenses .  .  .  .  .  .  .  .  .  .  . (6,598)                   

    Net cash (used in) operating activities .  .  .  .  .  .  .  . (482,747)               

Cash flows from noncapital financing activities:
  Cash received from grants and subsidies.  .  .  .  .  .  .  . 492,505                

    Net cash provided by noncapital
      financing activities.  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 492,505                

Cash flows from capital and related
  financing activities:
  Principal retirement on capital lease .  .  .  .  .  .  .  .  .  . (24,751)                 
  Interest expense on capital lease .  .  .  .  .  .  .  .  .  .  .  . (2,967)                   

    Net cash (used in) capital and related
      financing activities.  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . (27,718)                 

Net increase in cash .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . (17,960)                 

Cash at beginning of year  .  .  .  .  .  .  .  .  .  .  .  .  .  . 107,079                

Cash at end of year .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .   . 89,119$                

Reconciliation of operating loss to net
  cash (used in) operating activities: 

Operating loss .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . (641,653)$             

Adjustments:
  Depreciation .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 5,892                    

Changes in assets and liabilities:
  Decrease in accounts receivable  .  .  .  .  .  .  .  .  .  .  .  . 5,457                    
  (Increase) in intergovernmental receivable  .  .  .  .  .  .  . (41,362)                 
  Decrease in prepayments  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 95                         
  Decrease in deferred outflows - pension  .  .  .  .  .  .  .  . 64,192                  
  (Increase) in deferred outflows - OPEB .  .  .  .  .  .  .  . (15,601)                 
  (Increase) in net OPEB asset .  .  .  .  .  .  .  .  .  .  .  .  . (23,011)                 
  (Decrease) in accounts payable.  .  .  .  .  .  .  .  .  .  .  .  .  (30,486)                 
  (Decrease) in intergovernmental payable .  .  .  .  .  .  .  .  . (4,571)                   
  Increase in net pension liability  .  .  .  .  .  .  .  .  .  .  .  .  . 324,020                
  (Decrease) in net OPEB liability.  .  .  .  .  .  .  .  .  .  .  . (9,397)                   
  (Decrease) in deferred inflows - pension .  .  .  .  .  .  .  .  . (120,450)               
  Increase in deferred inflows - OPEB .  .  .  .  .  .  .  .  . 4,128                    

Net cash (used in) operating activities  .  .  .  .  .  .  .  .  . (482,747)$             

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2020
(SEE ACCOUNTANT'S COMPILATION REPORT)

EASTLAND PREPARATORY ACADEMY
FRANKLIN COUNTY, OHIO

STATEMENT OF CASH FLOWS
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NOTE 1 - DESCRIPTION OF THE ACADEMY 
 

The Eastland Preparatory Academy (the “Academy”), formerly known as the Berwyn East Academy, is a 
non-profit corporation established pursuant to the Ohio Revised Code Chapters 1702 and 3314 to provide 
students in primary grades with the best programming and teaching techniques available using Direct 
Instruction.  The Academy is nonsectarian in its programs, admission policies, employment practices and all 
other operations.  The Academy may sue and be sued, acquire facilities as needed and contract for any 
services necessary for the operation of the Academy.  
 
The Academy was approved for sponsorship under contract resolution on April 10, 2013 with North Central 
Ohio Educational Service Center (the “Sponsor”) for a period of five years commencing on July 1, 2013 and 
ending June 30, 2018.   On May 14, 2018, the Academy renewed the Sponsorship Agreement with the North 
Central Ohio Educational Service Center for a term of five years, commencing on July 1, 2018 and ending 
on June 30, 2023. The Sponsor is responsible for evaluating the performance of the Academy and has the 
authority to terminate the contract or deny renewal of the contract at its expiration.  
 
The Academy operates under the direction of a Governing Board which is responsible for carrying out the 
provisions of the contract, which include, but are not limited to, State-mandated provisions regarding student 
population, curriculum, academic goals, performance standards, admission standards and qualification of 
teachers.  The Governing Board controls the Academy’s one instructional/support facility staffed by 3 
classified and 19 certified, teaching personnel who provide services to 316 students. 
 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

The basic financial statements (BFS) of the Academy have been prepared in conformity with accounting 
principles generally accepted in the United States of America (GAAP) as applied to governmental units.  The 
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for establishing 
governmental accounting and financial reporting principles.  The Academy's significant accounting policies 
are described below. 

 
A. Basis of Presentation 

 
The Academy’s basic financial statements consist of a statement of net position, a statement of revenues, 
expenses and changes in net position, and a statement of cash flows. 
 
Enterprise reporting focuses on the determination of the change in net position, financial position and 
cash flows.  

 
B. Measurement Focus  

 
Enterprise accounting uses a flow of economic resources measurement focus.  With this measurement 
focus, all assets, all deferred outflows of resources and all liabilities are included on the statement of net 
position.  The statements of revenues, expenses and changes in net position presents increases (i.e., 
revenues) and decreases (i.e., expenses) in total net position.  The statement of cash flows provides 
information about how the Academy finances and meets the cash flow needs of its enterprise activities.  
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued) 
 
 C. Basis of Accounting 
 

Basis of accounting determines when transactions are recorded in the financial records and reported on 
the basic financial statements.  The Academy’s basic financial statements are prepared using the accrual 
basis of accounting. 
 
Revenue resulting from exchange transactions, in which each party gives and receives essentially equal 
value, is recorded upon the accrual basis when the exchange takes place. 
 
Nonexchange transactions, in which the Academy receives value without directly giving equal value in 
return, include grants, entitlements and donations.  Revenue from grants, entitlements and donations is 
recognized in the fiscal year in which all eligibility requirements have been satisfied.  Eligibility 
requirements include timing requirements, which specify the fiscal year when the resources are required 
to be used or the fiscal year when use is first permitted, matching requirements, in which the Academy 
must provide local resources to be used for a specified purpose, and expenditure requirements, in which 
the resources are provided to the Academy on a reimbursement basis.  
 
Grants and entitlements received before the eligibility requirements are met are recorded as deferred 
inflows of resources.  Expenses are recognized at the time they are incurred. 
 

D. Deferred Outflows of Resources and Deferred Inflows of Resources 
 

 In addition to assets, the statement of net position will report a separate section for deferred outflows of 
resources.  Deferred outflows of resources, represents a consumption of net position that applies to a 
future period and will not be recognized as an outflow of resources (expense/expenditure) until then.  
For the Academy, see Notes 12 and Note 13 for deferred outflows of resources related to the Academy’s 
net pension liability and net OPEB liability/asset, respectively. 
 
In addition to liabilities, the statement of net position may report a separate section for deferred inflows 
of resources.  Deferred inflows of resources represent an acquisition of net position that applies to a 
future period and will not be recognized as an inflow of resources (revenue) until that time.  For the 
Academy, see Notes 12 and Note 13 for deferred inflows of resources related to the Academy’s net 
pension liability and net OPEB liability/asset, respectively. 

 
E. Budgetary Process 

 
Unlike other public schools located in the State of Ohio, community schools are not required to follow 
budgetary provisions set forth in Ohio Revised Code Section 5705, unless specifically provided in the 
Academy’s contract with its Sponsor.  The contract between the Academy and its Sponsor requires a 
detailed school budget for each year of the contract; however, the budget does not have to follow the 
provisions of Ohio Revised Code Section 5705. 

 
 F. Cash  
 

Cash received by the Academy is reflected as “cash” on the statement of net position.  Unless otherwise 
noted, all monies received by the Academy are pooled and deposited in a central bank account as demand 
deposits.  The Academy did not have any investments during fiscal year 2020. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued) 
 

G. Capital Assets 
 

Capital assets are capitalized at cost or estimated historical cost and updated for additions and deletions 
during the year.  The Academy has established a capitalization threshold of $1,500.  The Academy does 
not have any infrastructure.  The costs of normal maintenance and repairs that do not add to the value of 
the asset or materially extend an asset’s life are not capitalized. 
 
All capital assets are depreciated.  Depreciation is computed using the straight-line method.  Equipment 
is being depreciated on a straight-line basis over periods ranging from five to eight years.   
 

H. Payables 
 
The Academy has recognized certain liabilities on the statement of net position relating to expenses, 
which are due but unpaid as of June 30, 2020, including: 

     
Accounts payable - consists primarily of payments to vendors for services or products performed or 
received prior to June 30, 2020 but were not paid until the subsequent fiscal year.   

 
Intergovernmental payable - consists primarily of payments for the employer’s share of the pension and 
postemployment retirement contributions ($), Medicare ($), North Central Ohio ESC ($), and to 
Treasurer State of Ohio ($), associated with services rendered during fiscal year 2020, but were not paid 
until the subsequent fiscal year.   
 

I. Net Position 
 

Net position represents the difference between assets and deferred outflows of resources and liabilities.  
Net investment in capital assets represents capital assets, net of accumulated depreciation and related 
debt.  Net position is reported as restricted when there are limitations imposed on their use either through 
the enabling legislation or through external restrictions imposed by creditors, grantors or laws, or 
regulations of other governments.   
 
The Academy applies restricted resources first when an expense is incurred for purposes for which both 
restricted and unrestricted net position is available. 
 

J. Operating Revenues and Expenses 
 
Operating revenues are those revenues that are generated directly from the primary activity of the 
Academy.  Operating expenses are necessary costs incurred to provide the service that is the primary 
activity of the Academy.  All revenues and expenses not meeting this definition are reported as non-
operating. 
 

K. Intergovernmental Revenue 
 

The Academy currently participates in the State Foundation Opportunity Grant, Special Education, 
Economic Disadvantaged, K-3 Literacy, Targeted Assistance, Facilities Funding, and 3rd Grade Reading 
Bonus Programs. Revenue received from these programs is recognized as operating revenues.  Amounts 
awarded under these programs for the 2020 school year totaled $2,478,788.   
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued) 
 
Grants and entitlements are recognized as non-operating revenues in the accounting period in which all 
eligibility requirements have been met.  Eligibility includes timing requirements, which specify the year 
when the resources are required to be used or the fiscal year when use is first permitted; matching 
requirements, in which the Academy must provide local resources to be used for a specified purpose; 
and expenditure requirements, in which the resources are provided to the Academy on a reimbursement 
basis.  Grant revenue from Federal and State subsidies received during fiscal year 2020 totaled $462,044. 
 

L. Accrued Liabilities    
 
All payables, accrued liabilities and long-term obligations are reported on the statement of net position. 
 

M. Economic Dependency 
 

The Academy receives approximately 100.00% of its operating revenue from the Ohio Department of 
Education (ODE).  Due to the significance of this revenue, the Academy is considered to be economically 
dependent on the ODE.   
 

N.   Pensions/Other Postemployment Benefits (OPEB) 
 
For purposes of measuring the net pension/OPEB liability and net OPEB asset, deferred outflows of 
resources and deferred inflows of resources related pension/OPEB, and pension/OPEB expense,  
information about the fiduciary net position of the pension/OPEB plans and additions to/deductions from 
their fiduciary net position have been determined on the same basis as they are reported by the 
pension/OPEB plan.  For this purpose, benefit payments (including refunds of employee contributions) 
are recognized when due and payable in accordance with the benefit terms.  The pension/OPEB plans 
report investments at fair value. 
 

O. Estimates 
 

The preparation of basic financial statements in conformity with GAAP requires management to make 
estimates and assumptions that affect the amounts reported in the financial statements and accompanying 
notes.  Actual results may differ from those estimates. 

 
NOTE 3 - CHANGES IN ACCOUNTING PRINCIPLES 
 

For fiscal year 2020, the Academy has implemented GASB Statement No. 84, “Fiduciary Activities” and 
GASB Statement No. 90, “Majority Equity Interests - an amendment to GASB Statements No. 14 and No. 
61”. 
 
GASB Statement No. 84 establishes specific criteria for identifying activities that should be reported as 
fiduciary activities and clarifies whether and how business-type activities should report their fiduciary 
activities.  The implementation of GASB Statement No. 84 did not have an effect on the financial statements 
of the Academy. 
 
GASB Statement No. 90 improves the consistency and comparability of reporting a government’s majority 
equity interest in a legally separate organization and improve the relevance of financial statement information 
for certain component units.  It defines a majority equity interest and specifies that a majority equity interest 
in a legally separate organization should be reported as an investment if a government’s holding of the equity 
interest meets the definition of an investment.  The implementation of GASB Statement No. 90 did not have 
an effect on the financial statements of the Academy. 
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NOTE 4 - DEPOSITS 
 

At June 30, 2020, the carrying amount of the Academy’s deposits was $89,119 and the bank balance was 
$105,810.  The entire bank balance was covered by the Federal Deposit Insurance Corporation (FDIC).  There 
are no significant statutory restrictions regarding the deposit and investment of funds by the non-profit 
corporation.    

 
NOTE 5 - RECEIVABLES 
 

Receivables at June 30, 2020, consisted of intergovernmental receivables arising from grants and entitlements 
and amounts due from other governments. All receivables are considered collectible in full. A summary of 
the intergovernmental receivables follows: 
 
Intergovernmental Receivables: Amount
IDEA-B 21,143$       
Title I-A 41,361         
SERS overpayment 9,615           
ODE Foundation adjustment 41,292         

Total 113,411$     
 

 
NOTE 6 - CAPITAL ASSETS 
 

Capital asset activity for the fiscal year ended June 30, 2020 was as follows: 
 

Balance Balance
06/30/19 Additions Reductions  06/30/20

Capital assets, being depreciated:
  Equipment 33,498$       -$                 -$                 33,498$       

Total capital assets
  being depreciated 33,498         -                   -                   33,498         

Less: accumulated depreciation
  Equipment (3,304)          (5,892)          -                   (9,196)          

Total accumulated depreciation (3,304)          (5,892)          -                   (9,196)          

Capital assets, net 30,194$       (5,892)$        -$                 24,302$       
 

 
NOTE 7 - LONG-TERM OBLIGATIONS 

 
The following is a summary of the Academy’s long-term obligations activity in fiscal year 2020.  
 

Balance at Balance at Due Within
   06/30/19    Additions   Reductions    06/30/20    One Year  

Net pension liability 1,103,442$      324,020$      -$                   1,427,462$      -$                   
Net OPEB liability 135,695           -                    (9,397)            126,298           -                     
Capital lease 70,573             -                    (24,751)          45,822             26,017           

Total long-term

  obligations 1,309,710$      324,020$      (34,148)$        1,599,582$      26,017$         
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NOTE 7 - LONG-TERM OBLIGATIONS - (Continued) 
 
Net Pension Liability 
See Note 12 for detail on the Academy’s net pension liability. 
 
Net OPEB Liability 
See Note 13 for detail on the Academy’s net OPEB liability. 
 
Capital Lease 
During fiscal year 2014, the Academy entered into copier lease agreements which meet the criteria for 
reporting as a capital lease.  Capital assets consisting of leased equipment has been capitalized in the amount 
of $33,498, which represents the value of the future minimum lease payments at the time of acquisition.  A 
corresponding liability was recorded on the statement of net position.  Principal and interest payments in 
fiscal year 2020 were $5,892 and $1,376, respectively.  At June 30, 2020, the book value and accumulated 
depreciation of the leased equipment were $24,302 and $9,196, respectively.  
 
During the fiscal year 2019, the Academy entered into an equipment lease agreement meet the criteria for 
reporting as a capital lease.  At June 30, 2020, the equipment acquired by the lease totaled $57,096, which 
represents the value of the future minimum lease payments at the time of acquisition, have not been 
capitalized due to each item being under the capitalization threshold. A corresponding liability was recorded 
on the statement of net position.  Principal and interest payments in fiscal year 2020 were $18,859 and $1,591, 
respectively.   
 
The following is a schedule of the future long-term minimum lease payments required under the capital lease 
obligations and the present value of the future minimum lease payments as of June 30, 2020: 
 

Fiscal Year Ending June 30, Amount

2021 27,717$        
2022 8,971            
2023 7,268            
2024 4,846            

Total Minimum lease payments 48,802          
Less: amount representing interest (2,980)           

Total 45,822$        
 

 
NOTE 8 - OPERATING LEASE - LESSEE DISCLOSURE 

 
The Academy and Sponsor (collectively the “lessee”) entered into an agreement to lease building space from 
Global School Properties Ohio LLC.  The initial term of the lease commenced on August 1, 2018 and ends 
on July 31, 2023.  Upon expiration of the initial term, the lessee has the right to renew the lease for one 
additional period of five years.  Commencing on August 1, 2018, monthly installments equal to thirteen 
percent of state and local funding received by the Academy per student and one hundred percent of the 
facilities funds the Academy receives, excluding grant revenue facility funding. For the fiscal year 2020, the 
Academy paid a total of $371,809 in rent. 
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NOTE 9 - PURCHASED SERVICES 
 

For the fiscal year ended June 30, 2020, purchased services expenses were as follows: 
 
Professional and technical services 1,954,928$  
Property services 549,024       
Travel/mileage/meeting 1,070           
Communications 58,802         
Utilities 124,111       
Contracted craft or trade 169,304       
Tuition 55                
Pupil transportation services 655              

Total 2,857,949$  
 

 
NOTE 10 - RISK MANAGEMENT 
 

The Academy is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; 
errors and omissions; injuries to contracted personnel; and natural disasters.  For fiscal year 2020, the 
Academy contracted with The Cincinnati Insurance Company for directors, officers, trustees and 
organization liability coverage with a limit of $1,000,000 and a $5,000 deductible.  Settled claims have not 
exceeded commercial coverage in the past three years.  There was no significant reduction in coverage from 
the prior year. 

 
NOTE 11 - SPONSOR CONTRACT 

 
The Academy entered into a sponsorship contract commencing on July 1, 2018 and ending on June 30, 2023, 
with the North Central Ohio Educational Service Center (the “Sponsor”) for its establishment. The Sponsor 
shall carry out the responsibilities established by law, including:   
 
 Attend training sessions as required by the Ohio Department of Education (ODE);  

 
 Prior to the Academy’s opening for instruction, verify by a site visit whether the Academy complies with 

all legal and contractual requirements;  
 
 Monitor the Academy’s compliance with all applicable laws and with the terms of the contract; 
 
 Conduct comprehensive site visits to the Academy as necessary;   

    
 Monitor and evaluate the academic and fiscal performance and the organization of the Academy on at 

least an annual basis; 
 
 Submit a written report of the evaluations conducted to the parents and students enrolled in the Academy 

and to ODE by November 30th of each year; 
 
 Provide technical assistance to the Academy in complying with all laws and terms of the contract;   
 
 Comply with the financial reporting requirements as established by ODE, and report the Academy’s 

financial records in accordance with applicable accounting standards and as prescribed by law; 
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NOTE 11 - SPONSOR CONTRACT - (Continued)  
 
 Notify ODE within twenty-four hours of the Academy’s failure to comply with applicable laws or 

contract requirements, as well as any financial difficulties.  If such financial difficulties occur and may 
result in the Sponsor’s determination to declare the Academy to be on probationary status, to suspend 
the operations of the Academy, or terminate the contract.  In such circumstances, the Sponsor shall 
provide written notice to ODE within 30 days of the Academy’s noncompliance or financial difficulties, 
specifying the exact nature of the problem and the plan for and status of any resolution; 

 
 Take steps to intervene in the Academy’s operation to correct problems with overall performance, 

declare the Academy to be on a probationary status pursuant to Ohio Revised Code Section 3314.073, 
suspend the operation of the Academy pursuant to Ohio Revised Code Section 3314.072 or terminate 
the contract pursuant to Ohio Revised Code Section 3314.07; 

 
 Have in place a plan of action to be undertaken in the event the Academy experiences financial 

difficulties or closes prior to the end of a school year.  
 
The Academy pays up to a 3 percent sponsorship fee for oversight and monitoring.  The Academy paid 
$72,702 in sponsor fees during fiscal year 2020. 
 

NOTE 12 - DEFINED BENEFIT PENSION PLANS  
 
Net Pension Liability 

 
The net pension liability reported on the statement of net position represents a liability to employees for 
pensions. Pensions are a component of exchange transactions––between an employer and its employees—of 
salaries and benefits for employee services.  Pensions are provided to an employee—on a deferred-payment 
basis—as part of the total compensation package offered by an employer for employee services each financial 
period.  The obligation to sacrifice resources for pensions is a present obligation because it was created as a 
result of employment exchanges that already have occurred. 

 
The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-term 
variables, including estimated average life expectancies, earnings on investments, cost of living adjustments 
and others.  While these estimates use the best information available, unknowable future events require 
adjusting this estimate annually.   
 
The Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   
The Academy cannot control benefit terms or the manner in which pensions are financed; however, the 
Academy does receive the benefit of employees’ services in exchange for compensation including pension.  
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All contributions 
to date have come solely from these employers (which also includes costs paid in the form of withholdings 
from employees).  State statute requires the pension plans to amortize unfunded liabilities within 30 years.  
If the amortization period exceeds 30 years, each pension plan’s board must propose corrective action to the 
State legislature.  Any resulting legislative change to benefits or funding could significantly affect the net 
pension liability.   Resulting adjustments to the net pension liability would be effective when the changes are 
legally enforceable. 
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NOTE 12 - DEFINED BENEFIT PENSION PLANS - (Continued)  
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability on 
the accrual basis of accounting.  Any liability for the contractually-required pension contribution outstanding 
at the end of the year is included in intergovernmental payable on both the accrual and modified accrual basis 
of accounting.   

 
  Plan Description - School Employees Retirement System (SERS) 
 

Plan Description - The Academy non-teaching employees participate in SERS, a cost-sharing multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability and 
survivor benefits, annual cost-of-living adjustments, and death benefits to plan members and beneficiaries.  
Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  SERS issues a 
publicly available, stand-alone financial report that includes financial statements, required supplementary 
information and detailed information about SERS’ fiduciary net position.  That report can be obtained by 
visiting the SERS website at www.ohsers.org under Employers/Audit Resources.  
 

Age and service requirements for retirement are as follows: 
 

Eligible to Eligible to
Retire on or before Retire after
August 1, 2017 * August 1, 2017

Full benefits Age 65 with 5 years of services credit: or Age 67 with 10 years of service credit; or
Any age with 30 years of service credit Age 57 with 30 years of service credit

Actuarially reduced benefits Age 60 with 5 years of service credit; or Age 62 with 10 years of service credit; or
Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*  Members with 25 years of service credit as of August 1, 2017 will be included in this plan.  
 

Annual retirement benefits are calculated based on final average salary multiplied by a percentage that varies 
based on years of service; 2.2% for the first thirty years of service and 2.5% for years of service credit over 
30.  Final average salary is the average of the highest three years of salary. 

 

Effective January 1, 2018, SERS cost-of-living adjustment (COLA) changed from a fixed 3% annual increase 
to one based on the Consumer Price Index (CPI-W) with a cap of 2.5% and a floor of 0%.  SERS also has 
the authority to award or suspend the COLA, or to adjust the COLA above or below CPI-W.  SERS suspended 
the COLA increases for 2018, 2019 and 2020 for current retirees, and confirmed their intent to implement a 
four-year waiting period for the state of a COLA for future retirees. 

  
Funding Policy - Plan members are required to contribute 10% of their annual covered salary and the 
Academy is required to contribute 14% of annual covered payroll.  The contribution requirements of plan 
members and employers are established and may be amended by the SERS’ Retirement Board up to statutory 
maximum amounts of 10% for plan members and 14% for employers.  The Retirement Board, acting with 
the advice of the actuary, allocates the employer contribution rate among four of the System’s funds (Pension 
Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care Fund).  For the fiscal year ended June 
30, 2020, the allocation to pension, death benefits, and Medicare B was 14.0%.   
 
The Academy’s contractually required contribution to SERS was $24,493 for fiscal year 2020.  Of this 
amount, $3,813 is reported as intergovernmental payable. 
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NOTE 12 - DEFINED BENEFIT PENSION PLANS - (Continued)  
 
 Plan Description - State Teachers Retirement System (STRS) 
 

Plan Description - Licensed teachers participate in STRS Ohio, a cost-sharing multiple-employer public 
employee retirement system administered by STRS.  STRS provides retirement and disability benefits to 
members and death and survivor benefits to beneficiaries.  STRS issues a stand-alone financial report that 
includes financial statements, required supplementary information and detailed information about STRS’ 
fiduciary net position.  That report can be obtained by writing to STRS, 275 E. Broad St., Columbus, OH 
43215-3771, by calling (888) 227-7877, or by visiting the STRS website at www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined Contribution 
(DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307.  The DB 
Plan offers an annual retirement allowance based on final average salary multiplied by a percentage that 
varies based on years of service.  Effective August 1, 2015, the calculation will be 2.2% of final average 
salary for the five highest years of earnings multiplied by all years of service.  Effective July 1, 2017, the 
cost-of-living adjustment was reduced to zero.  Members are eligible to retire at age 60 with five years of 
qualifying service credit, or age 55 with 28 years of service, or 33 years of service regardless of age.  
Eligibility changes will be phased in until August 1, 2026, when retirement eligibility for unreduced benefits 
will be five years of service credit and age 65, or 35 years of service credit and at least age 60. 
 
The DC Plan allows members to place all their member contributions and 9.53% of the 14% employer 
contributions into an investment account.  Investment allocation decisions are determined by the member.  
The remaining 4.47% of the 14% employer rate is allocated to the defined benefit unfunded liability.  A 
member is eligible to receive a retirement benefit at age 50 and termination of employment.  The member 
may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   

 
The Combined Plan offers features of both the DB Plan and the DC Plan.  In the Combined Plan, 12% of the 
14% member rate goes to the DC Plan and the remaining 2% is applied to the DB Plan.  Member contributions 
to the DC Plan are allocated among investment choices by the member, and contributions to the DB Plan 
from the employer and the member are used to fund the defined benefit payment at a reduced level from the 
regular DB Plan.  The defined benefit portion of the Combined Plan payment is payable to a member on or 
after age 60 with five years of service.  The defined contribution portion of the account may be taken as a 
lump sum payment or converted to a lifetime monthly annuity after termination of employment at age 50 or 
later. 
 
New members who choose the DC Plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer to 
another STRS plan.  The optional annuitization of a member’s defined contribution account or the defined 
contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS bearing the 
risk of investment gain or loss on the account.  STRS has therefore included all three plan options as one 
defined benefit plan for GASB 68 reporting purposes.   

 
A DB or Combined Plan member with five or more years of credited service who is determined to be disabled 
may qualify for a disability benefit.  Eligible survivors of members who die before service retirement may 
qualify for monthly benefits.  New members on or after July 1, 2013, must have at least ten years of qualifying 
service credit to apply for disability benefits.  Members in the DC Plan who become disabled are entitled 
only to their account balance.  If a member of the DC Plan dies before retirement benefits begin, the member’s 
designated beneficiary is entitled to receive the member’s account balance.  
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NOTE 12 - DEFINED BENEFIT PENSION PLANS - (Continued)  
 

Funding Policy - Employer and member contribution rates are established by the State Teachers Retirement 
Board and limited by Chapter 3307 of the Ohio Revised Code.  For fiscal year 2020, plan members were 
required to contribute 14% of their annual covered salary.  The Academy was required to contribute 14%; 
the entire 14% was the portion used to fund pension obligations.  The fiscal year 2020 contribution rates were 
equal to the statutory maximum rates. 

 
The Academy’s contractually required contribution to STRS was $122,616 for fiscal year 2020.  Of this amount, 
$19,137 is reported as intergovernmental payable.       
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions 

 
The net pension liability was measured as of June 30, 2019, and the total pension liability used to calculate 
the net pension liability was determined by an actuarial valuation as of that date. The Academy's proportion 
of the net pension liability was based on the Academy's share of contributions to the pension plan relative to 
the projected contributions of all participating entities.   
 
Following is information related to the proportionate share and pension expense: 

 
SERS STRS Total

Proportion of the net pension

liability prior measurement date 0.00489200% 0.00374421%

Proportion of the net pension

liability current measurement date 0.00529610% 0.00502201%

Change in proportionate share 0.00040410% 0.00127780%

Proportionate share of the net 
pension liability 316,875$           1,110,587$        1,427,462$        

Pension expense 164$                  414,707$           414,871$            
 

At June 30, 2020, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  
 

 

SERS STRS Total
Deferred outflows of resources
Differences between expected and
  actual experience 8,036$         9,044$         17,080$       
Changes of assumptions -                   130,460       130,460       
Difference between employer contributions
  and proportionate share of contributions/
  change in proportionate share 14,220         302,720       316,940       
Contributions subsequent to the 
  measurement date 24,493         122,616       147,109       

Total deferred outflows of resources 46,749$       564,840$     611,589$      
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NOTE 1 2 - DEFINED BENEFIT PENSION PLANS - (Continued) 
 

SERS STRS Total
Deferred inflows of resources
Differences between expected and
  actual experience -$                 4,807$         4,807$         
Net difference between projected and
  actual earnings on pension plan investments 4,065           54,279         58,344         
Difference between employer contributions
  and proportionate share of contributions/
  change in proportionate share 64,575         -                   64,575         

Total deferred inflows of resources 68,640$       59,086$       127,726$     
 

 
$147,109 reported as deferred outflows of resources related to pension resulting from Academy contributions 
subsequent to the measurement date will be recognized as a reduction of the net pension liability in the year 
ending June 30, 2021.  
 
Other amounts reported as deferred outflows of resources and deferred inflows of resources related to pension 
will be recognized in pension expense as follows:  
 

SERS STRS Total
Fiscal Year Ending June 30:

2021 (46,079)$            194,589$           148,510$           
2022 (2,340)                80,696               78,356               
2023 (270)                   53,931               53,661               
2024 2,305                 53,922               56,227               

Total (46,384)$            383,138$           336,754$           
 

 
Actuarial Assumptions - SERS 

 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67, 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations of an 
ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment termination).  Actuarially determined amounts are subject to continual review and 
potential modifications, as actual results are compared with past expectations and new estimates are made 
about the future. 

 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time of 
each valuation and the historical pattern of sharing benefit costs between the employers and plan members 
to that point.  The projection of benefits for financial reporting purposes does not explicitly incorporate the 
potential effects of legal or contractual funding limitations.   

 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration the 
benefits, if any, paid to the employee after termination of employment until the death of the employee and 
any applicable contingent annuitant.  In many cases actuarial calculations reflect several decades of service 
with the employer and the payment of benefits after termination. 
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NOTE 12 - DEFINED BENEFIT PENSION PLANS - (Continued) 
 

Key methods and assumptions used in calculating the total pension liability in the latest actuarial valuation, 
prepared as of June 30, 2019, are presented below: 

 
Wage inflation 3.00%
Future salary increases, including inflation 3.50% to 18.20%
COLA or ad hoc COLA 2.50%
Investment rate of return 7.50% net of investments expense, including inflation
Actuarial cost method Entry age normal (level percent of payroll)  

 
For 2019, the mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational 
projection and a five-year age set-back for both males and females.  Mortality among service retired 
members, and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with fully generational 
projection with Scale BB, 120% of male rates, and 110% of female rates.  Mortality among disabled members 
was based upon the RP-2000 Disabled Mortality Table, 90% for male rates and 100% for female rates, set 
back five years is used for the period after disability retirement. 

 
 The most recent experience study was completed for the five year period ended June 30, 2015. 
 

The long-term return expectation for the Pension Plan Investments has been determined using a building-
block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  A 
forecasted rate of inflation serves as the baseline for the return expectation.  Various real return premiums 
over the baseline inflation rate have been established for each asset class.  The long-term expected nominal 
rate of return has been determined by calculating a weighted average of the expected real return premiums 
for each asset class, adding the projected inflation rate, and adding the expected return from rebalancing 
uncorrelated asset classes.  

 
The target allocation and best estimates of arithmetic real rates of return for each major assets class are 
summarized in the following table: 

 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return

 
 
Discount Rate - The total pension liability was calculated using the discount rate of 7.50%.  The projection 
of cash flows used to determine the discount rate assumed the contributions from employers and from the 
members would be computed based on contribution requirements as stipulated by State statute.  Projected 
inflows from investment earning were calculated using the long-term assumed investment rate of return 
(7.50%).  Based on those assumptions, the plan’s fiduciary net position was projected to be available to make 
all future benefit payments of current plan members.  Therefore, the long-term expected rate of return on 
pension plan investments was applied to all periods of projected benefits to determine the total pension 
liability.   

Attachment 26: Audited Financial Statements Page 2633



EASTLAND PREPARATORY ACADEMY  
FRANKLIN COUNTY, OHIO 

 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2020 
(SEE ACCOUNTANT’S COMPILATION REPORT) 

 

26 
 

NOTE 12 - DEFINED BENEFIT PENSION PLANS - (Continued) 
 

Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate - Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the net pension liability calculated using the discount rate of 7.50%, as well as 
what each plan’s net pension liability would be if it were calculated using a discount rate that is one 
percentage point lower (6.50%), or one percentage point higher (8.50%) than the current rate.    
 

Current
1% Decrease Discount Rate 1% Increase

Academy's proportionate share
of the net pension liability 444,055$          316,875$                210,218$         

 
Actuarial Assumptions - STRS  

 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results used 
in the July 1, 2019, actuarial valuation are presented below:   

 

July 1, 2019

Inflation 2.50%
Projected salary increases 12.50% at age 20 to 

 2.50% at age 65
Investment rate of return 7.45%, net of investment

 expenses, including inflation
Payroll increases 3.00%
Cost-of-living adjustments 0.00%
  (COLA)  
 
For the July 1, 2019, actuarial valuation, post-retirement mortality rates for healthy retirees are based on the 
RP-2014 Annuitant Mortality Table with 50% of rates through age 69, 70% of rates between ages 70 and 79, 
90% of rates between ages 80 and 84, and 100% of rates thereafter, projected forward generationally using 
mortality improvement scale MP-2016.  Post-retirement disabled mortality rates are based on the RP-2014 
Disabled Mortality Table with 90% of rates for males and 100% of rates for females, projected forward 
generationally using mortality improvement scale MP-2016.  Pre-retirement mortality rates are based on RP-
2014 Employee Mortality Table, projected forward generationally using mortality improvement scale MP-
2016. 

 
Actuarial assumptions used in the July 1, 2019 valuation are based on the results of an actuarial experience 
study for the period July 1, 2011 through June 30, 2016.   
 
STRS Ohio’s investment consultant develops an estimate range for the investment return assumption based 
on the target allocation adopted by the Retirement Board.  The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows: 
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NOTE 12 - DEFINED BENEFIT PENSION PLANS - (Continued) 
 

Target
Asset Class Allocation*

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Long-Term Expected
Real Rate of Return **

 
 
*Target weights will be phased in over a 24-month period concluding on July 1, 2019. 

 
**10-Year geometric nominal returns, which include the real rate of return and inflation of 2.25% and does 
not include investment expenses.  Over a 30-year period, STRS’ investment consultant indicates that the 
above target allocations should generate a return above the actuarial rate of return, without net value added 
by management. 

 
Discount Rate - The discount rate used to measure the total pension liability was 7.45% as of June 30, 2019.  
The projection of cash flows used to determine the discount rate assumes member and employer contributions 
will be made at the statutory contribution rates in accordance with rate increases described above.  For this 
purpose, only employer contributions that are intended to fund benefits of current plan members and their 
beneficiaries are included.  Projected employer contributions that are intended to fund the service costs of 
future plan members and their beneficiaries, as well as projected contributions from future plan members, 
are not included.  Based on those assumptions, STRS’ fiduciary net position was projected to be available to 
make all projected future benefit payments to current plan members as of June 30, 2019.  Therefore, the long-
term expected rate of return on pension plan investments of 7.45% was applied to all periods of projected 
benefit payment to determine the total pension liability as of June 30, 2019. 

 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate - The following table presents the Academy's proportionate share of the net pension liability calculated 
using the current period discount rate assumption of 7.45%, as well as what the Academy's proportionate 
share of the net pension liability would be if it were calculated using a discount rate that is one-percentage-
point lower (6.45%) or one-percentage-point higher (8.45%) than the current rate:  

 

 

Current
1% Decrease Discount Rate 1% Increase

Academy's proportionate share
of the net pension liability 1,623,000$       1,110,587$             676,804$         
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NOTE 13 - DEFINED BENEFIT OPEB PLANS 
 

Net OPEB Liability/Asset 
 
The net OPEB liability/asset reported on the statement of net position represents a liability/asset to employees 
for OPEB. OPEB is a component of exchange transactions–between an employer and its employees—of 
salaries and benefits for employee services.  OPEB are provided to an employee—on a deferred-payment 
basis—as part of the total compensation package offered by an employer for employee services each financial 
period.  The obligation to sacrifice resources for OPEB is a present obligation because it was created as a 
result of employment exchanges that already have occurred. 

 
The net OPEB liability/asset represents the Academy’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each OPEB 
plan’s fiduciary net position.  The net OPEB liability/asset calculation is dependent on critical long-term 
variables, including estimated average life expectancies, earnings on investments, cost of living adjustments 
and others.  While these estimates use the best information available, unknowable future events require 
adjusting these estimates annually.   
 
The Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   
The Academy cannot control benefit terms or the manner in which OPEB are financed; however, the 
Academy does receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the liability is solely the obligation of the employer, because they benefit from employee 
services.  OPEB contributions come from these employers and health care plan enrollees which pay a portion 
of the health care costs in the form of a monthly premium.  The Ohio Revised Code permits, but does not 
require, the retirement systems to provide healthcare to eligible benefit recipients. Any change to benefits or 
funding could significantly affect the net OPEB liability/asset. Resulting adjustments to the net OPEB 
liability/asset would be effective when the changes are legally enforceable. The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded/funded benefits is presented as a long-term net OPEB 
liability or net OPEB asset on the accrual basis of accounting.  Any liability for the contractually-required 
OPEB contribution outstanding at the end of the year is included in intergovernmental payable on both the 
accrual and modified accrual basis of accounting.   

 
 Plan Description - School Employees Retirement System (SERS) 
 

Health Care Plan Description - The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a 
cost-sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most types 
of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and service 
retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to the death of 
a member or retiree, are eligible for SERS’ health care coverage. Most retirees and dependents choosing 
SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully insured Medicare 
Advantage plan; however, SERS maintains a traditional, self-insured preferred provider organization for its 
non-Medicare retiree population. For both groups, SERS offers a self-insured prescription drug program. 
Health care is a benefit that is permitted, not mandated, by statute.  The financial report of the Plan is included 
in the SERS Comprehensive Annual Financial Report which can be obtained on SERS’ website at 
www.ohsers.org under Employers/Audit Resources. 
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NOTE 13 - DEFINED BENEFIT OPEB PLANS - (Continued) 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the Ohio 
Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the plan 
selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer contributions.  
Each year, after the allocation for statutorily required pensions and benefits, the Retirement Board may 
allocate the remainder of the employer contribution of 14% of covered payroll to the Health Care Fund in 
accordance with the funding policy. For the fiscal year ended June 30, 2020, SERS did not allocate any 
employer contributions to post-employment health care.  An additional health care surcharge on employers 
is collected for employees earning less than an actuarially determined minimum compensation amount, pro-
rated if less than a full year of service credit was earned. For fiscal year 2020, this amount was $19,600. 
Statutes provide that no employer shall pay a health care surcharge greater than 2% of that employer’s SERS-
covered payroll; nor may SERS collect in aggregate more than 1.5% of the total statewide SERS-covered 
payroll for the health care surcharge.  For fiscal year 2020, the Academy’s surcharge obligation was $232. 
 
The surcharge added to the allocated portion of the 14% employer contribution rate is the total amount 
assigned to the Health Care Fund.  The Academy’s contractually required contribution to SERS was $232 
for fiscal year 2020.   Of this amount, $232 is reported as intergovernmental payable.    

 
 Plan Description - State Teachers Retirement System (STRS) 
 

 Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part B 
premium reimbursements will be discontinued effective January 1, 2021.  The Plan is included in the report 
of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227-7877. 

 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed by 
STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees, for the most recent year, pay a portion of the health care costs in the form of a monthly premium.  
Under Ohio law, funding for post-employment health care may be deducted from employer contributions, 
currently 14% of covered payroll.  For the fiscal year ended June 30, 2020, STRS did not allocate any 
employer contributions to post-employment health care.   

 
OPEB Liabilities/Assets, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to OPEB 

 
The net OPEB liability/asset was measured as of June 30, 2019, and the total OPEB liability/asset used to 
calculate the net OPEB liability/asset was determined by an actuarial valuation as of that date. The Academy's 
proportion of the net OPEB liability/asset was based on the Academy's share of contributions to the respective 
retirement systems relative to the contributions of all participating entities.   
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NOTE 13 - DEFINED BENEFIT OPEB PLANS - (Continued) 
 
Following is information related to the proportionate share and OPEB expense: 

 
SERS STRS Total

Proportion of the net OPEB

liability/asset prior measurement date 0.00489120% 0.00374421%

Proportion of the net OPEB

liability/asset current measurement date 0.00502220% 0.00502201%

Change in proportionate share 0.00013100% 0.00127780%

Proportionate share of the net 
OPEB liability 126,298$           -$                       126,298$           

Proportionate share of the net 
OPEB asset -$                       (83,177)$            (83,177)$            

OPEB expense (22,219)$            (21,430)$            (43,649)$             
 
At June 30, 2020, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  
 

SERS STRS Total
Deferred outflows of resources
Differences between expected and
  actual experience 1,855$            7,541$            9,396$            
Net difference between projected and
  actual earnings on OPEB plan investments 305                 -                     305                 
Changes of assumptions 9,225              1,749              10,974            
Difference between employer contributions
  and proportionate share of contributions/
  change in proportionate share 1,636              21,139            22,775            
Contributions subsequent to the 
  measurement date 232                 -                     232                 

Total deferred outflows of resources 13,253$          30,429$          43,682$           
 

SERS STRS Total
Deferred inflows of resources
Differences between expected and
  actual experience 27,747$          4,231$            31,978$          
Net difference between projected and
  actual earnings on OPEB plan investments -                     5,224              5,224              
Changes of assumptions 7,078              91,192            98,270            
Difference between employer contributions
  and proportionate share of contributions/
  change in proportionate share 107,016          -                     107,016          

Total deferred inflows of resources 141,841$        100,647$        242,488$         
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NOTE 13 - DEFINED BENEFIT OPEB PLANS - (Continued) 
 
$232 reported as deferred outflows of resources related to OPEB resulting from Academy contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability/asset in the 
year ending June 30, 2021.  Other amounts reported as deferred outflows of resources and deferred inflows 
of resources related to OPEB will be recognized in OPEB expense as follows:  
 

SERS STRS Total
Fiscal Year Ending June 30:

2021 (32,870)$            (15,817)$            (48,687)$            
2022 (27,216)              (15,816)              (43,032)              
2023 (27,127)              (13,723)              (40,850)              
2024 (27,139)              (12,988)              (40,127)              
2025 (12,988)              (13,339)              (26,327)              

Thereafter (1,480)                1,465                 (15)                     

Total (128,820)$          (70,218)$            (199,038)$          
 

 
Actuarial Assumptions - SERS 

 
The total OPEB liability is determined by SERS’ actuaries in accordance with GASB Statement No. 74, as 
part of their annual actuarial valuation for each retirement plan. Actuarial valuations of an ongoing plan 
involve estimates of the value of reported amounts (e.g., salaries, credited service) and assumptions about 
the probability of occurrence of events far into the future (e.g., mortality, disabilities, retirements, 
employment terminations). Actuarially determined amounts are subject to continual review and potential 
modifications, as actual results are compared with past expectations and new estimates are made about the 
future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time of 
each valuation and the historical pattern of sharing benefit costs between the employers and plan members 
to that point. The projection of benefits for financial reporting purposes does not explicitly incorporate the 
potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations will 
take into account the employee's entire career with the employer and also take into consideration the benefits, 
if any, paid to the employee after termination of employment until the death of the employee and any 
applicable contingent annuitant. In many cases, actuarial calculations reflect several decades of service with 
the employer and the payment of benefits after termination. 
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NOTE 13 - DEFINED BENEFIT OPEB PLANS - (Continued) 
 

Key methods and assumptions used in calculating the total OPEB liability in the latest actuarial valuation 
date of June 30, 2019 are presented below: 

 
Wage inflation 3.00%
Future salary increases, including inflation 3.50% to 18.20%
Investment rate of return 7.50% net of investments

expense, including inflation
Municipal bond index rate:

Measurement date 3.13%
Prior measurement date 3.62%

Single equivalent interest rate, net of plan investment expense,
including price inflation:

Measurement date 3.22%
Prior measurement date 3.70%

Medical trend assumption:
  Measurement date

Medicare 5.25 to 4.75%
Pre-Medicare 7.00 to 4.75%

  Prior measurement date
Medicare 5.375 to 4.75%
Pre-Medicare 7.25 to 4.75%  

 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120% of male rates and 110% of female rates. RP-2000 Disabled Mortality Table with 90%  
for male rates and 100% for female rates set back five years. 
 
The most recent experience study was completed for the five year period ended June 30, 2015.   
 
The long-term expected rate of return on plan assets is reviewed as part of the actuarial five-year experience 
study. The most recent study covers fiscal years 2010 through 2015, and was adopted by the Board on April 
21, 2016. Several factors are considered in evaluating the long-term rate of return assumption including long-
term historical data, estimates inherent in current market data, and a log-normal distribution analysis in which 
best-estimate ranges of expected future real rates of return were developed by the investment consultant for 
each major asset class. These ranges were combined to produce the long-term expected rate of return, 7.50%, 
by weighting the expected future real rates of return by the target asset allocation percentage and then adding 
expected inflation. The capital market assumptions developed by the investment consultant are intended for 
use over a 10-year horizon and may not be useful in setting the long-term rate of return for funding pension 
plans which covers a longer timeframe. The assumption is intended to be a long-term assumption and is not 
expected to change absent a significant change in the asset allocation, a change in the inflation assumption, 
or a fundamental change in the market that alters expected returns in future years. 
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NOTE 13 - DEFINED BENEFIT OPEB PLANS - (Continued) 
 

The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, as 
used in the June 30, 2015 five-year experience study, are summarized as follows: 

 
Target

Asset Class Allocation

Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return

 
 
Discount Rate - The discount rate used to measure the total OPEB liability at June 30, 2019 was 3.22%. The 
discount rate used to measure total OPEB liability prior to June 30, 2019 was 3.70%. The projection of cash 
flows used to determine the discount rate assumed that contributions will be made from members and the 
System at the state statute contribution rate of 2.00% of projected covered employee payroll each year, which 
includes a 1.50% payroll surcharge and 0.50% of contributions from the basic benefits plan. Based on these 
assumptions, the OPEB plan’s fiduciary net position was projected to become insufficient to make future 
benefit payments during the fiscal year ending June 30, 2025. Therefore, the long-term expected rate of return 
on OPEB plan assets was used to present value the projected benefit payments through the fiscal year ending 
June 30, 2024 and the Fidelity General Obligation 20-year Municipal Bond Index rate of 3.13%, as of June 
30, 2019 (i.e. municipal bond rate), was used to present value the projected benefit payments for the 
remaining years in the projection.  A municipal bond rate of 3.62% was used as of June 30, 2018.  The total 
present value of projected benefit payments from all years was then used to determine the single rate of return 
that was used as the discount rate. The projection of future benefit payments for all current plan members 
was until the benefit payments ran out. 
 
Sensitivity of the Academy's Proportionate Share of the Net OPEB Liability to Changes in the Discount 
Rate and Changes in the Health Care Cost Trend Rates - The net OPEB liability is sensitive to changes in 
the discount rate and the health care cost trend rate. The following table presents the net OPEB liability of 
SERS, what SERS' net OPEB liability would be if it were calculated using a discount rate that is 1 percentage 
point lower (2.22%) and higher (4.22%) than the current discount rate (3.22%).  Also shown is what SERS' 
net OPEB liability would be based on health care cost trend rates that are 1 percentage point lower (6.00% 
decreasing to 3.75%) and higher (8.00% decreasing to 5.75%) than the current rate. 

  

Current
1% Decrease Discount Rate 1% Increase

Academy's proportionate share
of the net OPEB liability 153,302$                126,298$                104,827$                 

 

Current
1% Decrease Trend Rate 1% Increase

Academy's proportionate share
of the net OPEB liability 101,190$                126,298$                159,610$                 
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NOTE 13 - DEFINED BENEFIT OPEB PLANS - (Continued) 
 

Actuarial Assumptions - STRS 
 

Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results used 
in the July 1, 2019, actuarial valuation, compared with July 1, 2018, are presented below:   
 

Inflation 2.50% 2.50%
Projected salary increases 12.50% at age 20 to 12.50% at age 20 to 

 2.50% at age 65  2.50% at age 65
Investment rate of return 7.45%, net of investment 7.45%, net of investment

 expenses, including inflation  expenses, including inflation
Payroll increases 3.00% 3.00%
Cost-of-living adjustments 0.00% 0.00%
  (COLA)
Discounted rate of return 7.45% 7.45%
Blended discount rate of return N/A N/A
Health care cost trends

Initial Ultimate Initial Ultimate
  Medical
    Pre-Medicare 5.87% 4.00% 6.00% 4.00%
    Medicare 4.93% 4.00% 5.00% 4.00%
  Prescription Drug
    Pre-Medicare 7.73% 4.00% 8.00% 4.00%
    Medicare 9.62% 4.00% -5.23% 4.00%

July 1, 2019 July 1, 2018

 
 
Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50% of 
rates through age 69, 70% of rates between ages 70 and 79, 90% of rates between ages 80 and 84, and 100% 
of rates thereafter, projected forward generationally using mortality improvement scale MP-2016. For 
disabled retirees, mortality rates are based on the RP-2014 Disabled Mortality Table with 90% of rates for 
males and 100% of rates for females, projected forward generationally using mortality improvement scale 
MP-2016. 
 
Actuarial assumptions used in the June 30, 2019 valuation are based on the results of an actuarial experience 
study for the period July 1, 2011 through June 30, 2016.  
 
Assumption Changes Since the Prior Measurement Date - There were no changes in assumptions since the 
prior measurement date of June 30, 2018. 
 
Benefit Term Changes Since the Prior Measurement Date - There was no change to the claims costs 
process. Claim curves were trended to the fiscal year ending June 30, 2020 to reflect the current price 
renewals. The non-Medicare subsidy percentage was increased effective January 1, 2020 from 1.944% to 
1.984% per year of service. The non-Medicare frozen subsidy base premium was increased effective January 
1, 2020. The Medicare subsidy percentages were adjusted effective January 1, 2021 to 2.1% for the Medicare 
plan. The Medicare Part B monthly reimbursement elimination date was postponed to January 1, 2021. 
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NOTE 13 - DEFINED BENEFIT OPEB PLANS - (Continued) 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on the 
target allocation adopted by the Retirement Board.  The target allocation and long-term expected rate of 
return for each major asset class are summarized as follows: 

 

Target
Asset Class Allocation*

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Long-Term Expected
Real Rate of Return **

 
 

* Target weights will be phased in over a 24-month period concluding on July 1, 2019. 
 

**10-Year geometric nominal returns, which include the real rate of return and inflation of 2.25% and does 
not include investment expenses.  Over a 30-year period, STRS’ investment consultant indicates that the 
above target allocations should generate a return above the actuarial rate of return, without net value added 
by management. 

 

Discount Rate - The discount rate used to measure the total OPEB asset was 7.45% as of June 30, 2019.  The 
projection of cash flows used to determine the discount rate assumes STRS Ohio continues to allocate no 
employer contributions to the health care fund. Based on these assumptions, the OPEB plan’s fiduciary net 
position was projected to be available to make all projected future benefit payments to current plan members.   
Therefore, the long-term expected rate of return on health care plan investments of 7.45% was used to 
measure the total OPEB asset as of June 30, 2019.  
 

Sensitivity of the Academy's Proportionate Share of the Net OPEB Asset to Changes in the Discount and 
Health Care Cost Trend Rate - The following table represents the net OPEB asset as of June 30, 2019, 
calculated using the current period discount rate assumption of 7.45%, as well as what the net OPEB asset 
would be if it were calculated using a discount rate that is one percentage point lower (6.45%) or one 
percentage point higher (8.45%) than the current assumption.  Also shown is the net OPEB asset as if it were 
calculated using health care cost trend rates that are one percentage point lower or one percentage point 
higher than the current health care cost trend rates. 
 

Current
1% Decrease Discount Rate 1% Increase

Academy's proportionate share
of the net OPEB asset 70,975$               83,177$               93,436$                

 
Current

1% Decrease Trend Rate 1% Increase

Academy's proportionate share
of the net OPEB asset 94,318$               83,177$               69,530$                
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NOTE 14 - CONTINGENCIES 
 
 A. Grants  
 

The Academy receives significant financial assistance from numerous federal, State and local agencies 
in the form of grants.  The disbursement of funds received under these programs generally requires 
compliance with terms and conditions specified in the grant agreements and are subject to audit by the 
grantor agencies.  Any disallowed claims resulting from such audits could become a liability of the 
Academy.  However, in the opinion of management, any such disallowed claims will not have a material 
effect on the financial position of the Academy. 
 

B. Litigation  
 

The Academy is not involved in any litigation that, in the opinion of management, would have a material 
effect on the financial statements. 
 

C. School Foundation 
 

School foundation funding is based on the annualized full-time equivalent (FTE) enrollment of each 
student.  However, there is an important nexus between attendance and enrollment for Foundation 
funding purposes.  Community schools must provide documentation that clearly demonstrates students 
have participated in learning opportunities. The Ohio Department of Education (ODE) is legislatively 
required to adjust/reconcile funding as enrollment information is updated by schools throughout the 
State, which can extend past the fiscal year end.  
 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal 
year end that may result in an additional adjustment to the enrollment information as well as claw backs 
of Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance.  ODE performed such a review on the Academy for fiscal year 2020.   

 
As a result of the fiscal year 2020 reviews to-date, the Academy is due $41,292 from ODE and owes 
$12 to ODE. $41,292 and $12 was included in the financial statements as an intergovernmental 
receivable and intergovernmental payable, respectively. 

 
In addition, the Academy’s contract with their Sponsor and Management Company require payment 
based on revenues received from the State.  As discussed above, the Academy is due $41,292 from ODE 
as a result of the fiscal year 2020 FTE reviews to-date.  The Academy owes $124 to their Sponsor and 
$5,368 to their Management Company as a result. These amounts have not been included in the financial 
statements. 
 

NOTE 15 - COVID-19 
 

The United States and the State of Ohio declared a state of emergency in March 2020 due to the COVID-19 
pandemic. The financial impact of COVID-19 and the continuing emergency measures may impact 
subsequent periods of the Academy. The Academy’s the investments of the pension and other employee 
benefit plan in which the Academy participates fluctuate with market conditions, and due to market volatility, 
the amount of gains or losses that will be recognized in subsequent periods, if any, cannot be determined. In 
addition, the impact on the Academy’s future operating costs, revenues, and any recovery from emergency 
funding, either federal or state, cannot be estimated. 
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NOTE 16 - MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES 
 

The Academy entered into an agreement with Accel Schools Ohio LLC, a management company, to 
provide legal, financial, and other management support services commencing on July 1, 2017 and ending 
on June 30, 2020.  Management fees are calculated as 13% of the Academy’s State Revenue, plus 
$20,000 for managing Federal funds. The total amount due from the Academy for the fiscal year ending 
June 30, 2020 was $284,297 and is included under “Purchased Services” on the Statement of Revenues, 
Expenses and Change in Net Position. 
 
Also, per the management agreement there are expenses that will be billed to the Academy based on the 
actual costs incurred by Accel Schools.  These expenses include rent, salaries of Accel employees 
working at the Academy and other costs related to providing education and administrative services.  The 
total amount billed to the Academy inclusive of management fees during fiscal year 2020 was 
$1,908,336.  
 
The following is a summary of management company expenses during the fiscal year: 
 

Support
Regular Services Total

Direct Expenses:

Salaries & Wages 783,435$         124,288$     907,723$       
Employee Benefits 111,248           25,540         136,788         
Professional & Technical Services 19,616             380,022       399,638         
Property Services -                  402,807       402,807         

Utilities -                  24,290         24,290           

Contracted Craft or Trade Services -                  15,923         15,923           

Supplies 21,040             127              21,167           

Total expenses 935,339$         972,997$     1,908,336$    

 
Accel Schools Ohio, LLC charges expenses benefiting more than one school (i.e. overhead) are pro-
rated based on full time equivalent (FTE) head count as of June 30, 2020 by each school it manages.  
 

NOTE 17 - MANAGEMENT PLAN 
 
For fiscal year 2020, the Academy had an operating loss of $641,653 and a negative net position of 
$1,352,295. 
 
Management continues to take steps towards increasing student enrollment and containing costs, which 
would provide additional State funding and reduce expenses respectively, enabling the Academy to 
return to financial stability. 
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2020 2019 2018 2017

Academy's proportion of the 
net pension liability 0.00529610% 0.00489200% 0.01032950% 0.01044530%

Academy's proportionate share of the 
net pension liability 316,875$           280,174$           617,165$           764,500$           

Academy's covered payroll N/A N/A 315,471$           344,971$           

Academy's proportionate share of the 
net pension liability as a percentage of its
covered payroll N/A N/A 195.63% 221.61%

Plan fiduciary net position as a percentage
of the total pension liability 70.85% 71.36% 69.50% 62.98%

Note: Information prior to 2016 was unavailable.  Schedule is intended to show information
for 10 years.  Additional years will be displayed as they become available.

N/A - Beginning with fiscal year 2018, the Academy was staffed by employees of a non-governmental 
management company. The Academy is considered the non-employer contributing entity.

Amounts presented for each fiscal year were determined as of the 
Academy's measurement date which is the prior year-end.

LAST FIVE FISCAL YEARS
(SEE ACCOUNTANT'S COMPILATION REPORT)

SEE ACCOMPANYING NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION

EASTLAND PREPARATORY ACADEMY
FRANKLIN COUNTY, OHIO

SCHEDULES OF REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF THE ACADEMY'S PROPORTIONATE SHARE OF 
THE NET PENSION LIABILITY

SCHOOL EMPLOYEES RETIREMENT SYSTEM (SERS) OF OHIO
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2016

0.00580960%

331,501$           

174,901$           

189.54%

69.16%
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2020 2019 2018 2017

Academy's proportion of the 
net pension liability 0.00502201% 0.00374421% 0.00338924% 0.00328330%

Academy's proportionate share of the 
net pension liability 1,110,587$        823,268$           805,121$           1,099,019$        

Academy's covered payroll N/A N/A 364,771$           357,436$           

Academy's proportionate share of the 
net pension liability as a percentage of its
covered payroll N/A N/A 220.72% 307.47%

Plan fiduciary net position as a percentage
of the total pension liability 77.40% 77.31% 75.30% 66.80%

Note: Information prior to 2016 was unavailable.  Schedule is intended to show information
for 10 years.  Additional years will be displayed as they become available.

N/A - Beginning with fiscal year 2018, the Academy was staffed by employees of a non-governmental 
management company. The Academy is considered the non-employer contributing entity.

Amounts presented for each fiscal year were determined as of the 
Academy's measurement date which is the prior year-end.

LAST FIVE FISCAL YEARS
(SEE ACCOUNTANT'S COMPILATION REPORT)

SEE ACCOMPANYING NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION

EASTLAND PREPARATORY ACADEMY
FRANKLIN COUNTY, OHIO

SCHEDULES OF REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF THE ACADEMY'S PROPORTIONATE SHARE OF 
THE NET PENSION LIABILITY

STATE TEACHERS RETIREMENT SYSTEM (STRS) OF OHIO
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2016

0.00225767%

623,954$           

273,886$           

227.82%

72.10%
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2020 2019 2018 2017

Contractually required contribution 24,493$             26,382$             19,527$             44,166$             

Contributions in relation to the 
contractually required contribution (24,493)             (26,382)             (19,527)             (44,166)             

Contribution deficiency (excess) -$                      -$                      -$                      -$                      

Academy's covered payroll N/A N/A N/A 315,471$           

Contributions as a percentage of
covered payroll 14.00% N/A N/A 14.00%

Note:  The Academy began contributing to SERS during fiscal year 2015.  Schedule is intended
to show information for 10 years.  Additional years will be displayed as they become available.

N/A - Beginning with fiscal year 2018, the Academy was staffed by employees of a non-governmental 
management company. The Academy is considered the non-employer contributing entity.

SEE ACCOMPANYING NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION

EASTLAND PREPARATORY ACADEMY
FRANKLIN COUNTY, OHIO

SCHEDULES OF REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF ACADEMY'S PENSION CONTRIBUTIONS
SCHOOL EMPLOYEES RETIREMENT SYSTEM (SERS) OF OHIO

LAST SIX FISCAL YEARS
(SEE ACCOUNTANT'S COMPILATION REPORT)
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2016 2015

48,296$             23,052$             

(48,296)             (23,052)             

-$                      -$                      

344,971$           174,901$           

14.00% 13.18%
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2020 2019 2018 2017

Contractually required contribution 122,616$           78,617$             66,792$             51,068$             

Contributions in relation to the 
contractually required contribution (122,616)           (78,617)             (66,792)             (51,068)             

Contribution deficiency (excess) -$                      -$                      -$                      -$                      

Academy's covered payroll N/A N/A N/A 364,771$           

Contributions as a percentage of
covered payroll 14.00% N/A N/A 14.00%

Note:  The Academy began contributing to STRS during fiscal year 2015.  Schedule is intended
to show information for 10 years.  Additional years will be displayed as they become available.

N/A - Beginning with fiscal year 2018, the Academy was staffed by employees of a non-governmental 
management company. The Academy is considered the non-employer contributing entity.

SEE ACCOMPANYING NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION

EASTLAND PREPARATORY ACADEMY
FRANKLIN COUNTY, OHIO

SCHEDULES OF REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF ACADEMY'S PENSION CONTRIBUTIONS
STATE TEACHERS RETIREMENT SYSTEM (STRS) OF OHIO

LAST SIX FISCAL YEARS
(SEE ACCOUNTANT'S COMPILATION REPORT)
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2016 2015

50,041$             38,344$             

(50,041)             (38,344)             

-$                      -$                      

357,436$           273,886$           

14.00% 14.00%

47
Attachment 26: Audited Financial Statements Page 2655



2020 2019 2018 2017

Academy's proportion of the 
net OPEB liability 0.00502220% 0.00489120% 0.01000420% 0.01025991%

Academy's proportionate share of the 
net OPEB liability 126,298$           135,695$           268,486$           292,446$           

Academy's covered payroll N/A N/A 315,471$           344,971$           

Academy's proportionate share of the 
net OPEB liability as a percentage of its
covered payroll N/A N/A 85.11% 84.77%

Plan fiduciary net position as a percentage
of the total OPEB liability 15.57% 13.57% 12.46% 11.49%

Note: Information prior to 2017 was unavailable.  Schedule is intended to show information
for 10 years.  Additional years will be displayed as they become available.

N/A - Beginning with fiscal year 2018, the Academy was staffed by employees of a non-governmental 
management company. The Academy is considered the non-employer contributing entity.

Amounts presented for each fiscal year were determined as of the 
Academy's measurement date which is the prior year-end.

SEE ACCOMPANYING NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION

LAST FOUR FISCAL YEARS
(SEE ACCOUNTANT'S COMPILATION REPORT)

EASTLAND PREPARATORY ACADEMY
FRANKLIN COUNTY, OHIO

SCHEDULES OF REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF THE ACADEMY'S PROPORTIONATE SHARE OF 
THE NET OPEB LIABILITY

SCHOOL EMPLOYEES RETIREMENT SYSTEM (SERS) OF OHIO
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2020 2019 2018 2017

Academy's proportion of the 
net OPEB liability/asset 0.00502201% 0.00374421% 0.00338924% 0.00328330%

Academy's proportionate share of the 
net OPEB liability/asset (83,177)$           (60,166)$           132,236$           175,592$           

Academy's covered payroll N/A N/A 364,771$           357,436$           

Academy's proportionate share of the 
net OPEB liability/asset as a percentage of its
covered payroll N/A N/A 36.25% 49.13%

Plan fiduciary net position as a percentage
of the total OPEB liability/asset 174.70% 176.00% 47.10% 37.33%

Note: Information prior to 2017 was unavailable.  Schedule is intended to show information
for 10 years.  Additional years will be displayed as they become available.

N/A - Beginning with fiscal year 2018, the Academy was staffed by employees of a non-governmental 
management company. The Academy is considered the non-employer contributing entity.

Amounts presented for each fiscal year were determined as of the 
Academy's measurement date which is the prior year-end.

SEE ACCOMPANYING NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION

LAST FOUR FISCAL YEARS
(SEE ACCOUNTANT'S COMPILATION REPORT)

EASTLAND PREPARATORY ACADEMY
FRANKLIN COUNTY, OHIO

SCHEDULES OF REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF THE ACADEMY'S PROPORTIONATE SHARE OF 
THE NET OPEB LIABILITY/ASSET

STATE TEACHERS RETIREMENT SYSTEM (STRS) OF OHIO
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2020 2019 2018 2017

Contractually required contribution 232$                  2,143$               3,047$               3,242$               

Contributions in relation to the 
contractually required contribution (232)                  (2,143)               (3,047)               (3,242)               

Contribution deficiency (excess) -$                      -$                      -$                      -$                      

Academy's covered payroll N/A N/A N/A 315,471$           

Contributions as a percentage of
covered payroll N/A N/A N/A 1.03%

Note:  The Academy began contributing to SERS during fiscal year 2015.  Schedule is intended
to show information for 10 years.  Additional years will be displayed as they become available.

N/A - Beginning with fiscal year 2018, the Academy was staffed by employees of a non-governmental 
management company. The Academy is considered the non-employer contributing entity.

SEE ACCOMPANYING NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION

EASTLAND PREPARATORY ACADEMY
FRANKLIN COUNTY, OHIO

SCHEDULES OF REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF ACADEMY'S OPEB CONTRIBUTIONS
SCHOOL EMPLOYEES RETIREMENT SYSTEM (SERS) OF OHIO

LAST SIX FISCAL YEARS
(SEE ACCOUNTANT'S COMPILATION REPORT)
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2016 2015

3,796$               3,003$               

(3,796)               (3,003)               

-$                      -$                      

344,971$           174,901$           

1.10% 1.72%

51
Attachment 26: Audited Financial Statements Page 2659



2020 2019 2018 2017

Contractually required contribution -$                     -$                     -$                     -$                     

Contributions in relation to the 
contractually required contribution -                       -                       -                       -                       

Contribution deficiency (excess) -$                     -$                     -$                     -$                     

Academy's covered payroll N/A N/A N/A 364,771$          

Contributions as a percentage of
covered payroll N/A N/A N/A 0.00%

Note:  The Academy began contributing to STRS during fiscal year 2015.  Schedule is intended
to show information for 10 years.  Additional years will be displayed as they become available.

N/A - Beginning with fiscal year 2018, the Academy was staffed by employees of a non-governmental 
management company. The Academy is considered the non-employer contributing entity.

SEE ACCOMPANYING NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION

EASTLAND PREPARATORY ACADEMY
FRANKLIN COUNTY, OHIO

SCHEDULES OF REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF ACADEMY'S OPEB CONTRIBUTIONS
STATE TEACHERS RETIREMENT SYSTEM (STRS) OF OHIO

LAST SIX FISCAL YEARS
(SEE ACCOUNTANT'S COMPILATION REPORT)
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2016 2015

-$                     -$                     

-                       -                       

-$                     -$                     

357,436$          273,886$          

0.00% 0.00%
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PENSION

EASTLAND PREPARATORY ACADEMY
FRANKLIN COUNTY, OHIO

NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION
FOR THE FISCAL YEAR ENDED JUNE 30, 2020

(SEE ACCOUNTANT'S COMPILATION REPORT)

SCHOOL EMPLOYEES RETIREMENT SYSTEM (SERS) OF OHIO

Changes in benefit terms: There were no changes in benefit terms from the amounts reported for fiscal years 2014-2017. For fiscal year
2018, SERS changed from a fixed 3% annual increase to a Cost of Living Adjustment (COLA) based on the changes in the Consumer Price
Index (CPI-W), with a cap of 2.5% and a floor of 0%. There were no changes in benefit terms from the amounts previously reported for
fiscal years 2019-2020. 

Changes in assumptions: There were no changes in methods and assumptions used in the calculation of actuarial determined contributions
for fiscal years 2014-2016. For fiscal year 2017, the following changes of assumptions affected the total pension liability since the prior
measurement date: (a) the assumed rate of inflation was reduced from 3.25% to 3.00%, (b) payroll growth assumption was reduced from
4.00% to 3.50%, (c) assumed real wage growth was reduced from 0.75% to 0.50%, (d) Rates of withdrawal, retirement and disability were
updated to reflect recent experience, (e) mortality among active members was updated to RP-2014 Blue Collar Mortality Table with fully
generational projection and a five year age set-back for both males and females, (f) mortality among service retired members, and
beneficiaries was updated to the following RP-2014 Blue Collar Mortality Table with fully generational projection with Scale BB, 120% of
male rates, and 110% of female rates, (g) mortality among disabled members was updated to RP-2000 Disabled Mortality Table, 90% for
male rates and 100% for female rates, set back five years is used for the period after disability retirement and (h) the discount rate was
reduced from 7.75% to 7.50%. There were no changes in methods and assumptions used in the calculation of actuarial determined
contributions for fiscal years 2018-2020. 

STATE TEACHERS RETIREMENT SYSTEM (STRS) OF OHIO

Changes in benefit terms: There were no changes in benefit terms from the amounts reported for fiscal years 2014-2017. For fiscal year
2018, STRS decreased the Cost of Living Adjustment (COLA) to zero. There were no changes in benefit terms from amounts previously
reported for fiscal years 2019-2020.

Changes in assumptions: There were no changes in methods and assumptions used in the calculation of actuarial determined contributions
for fiscal years 2014-2017. For fiscal year 2018, the following changes of assumption affected the total pension liability since the prior
measurement date: (a) the long term expected rate of return was reduced from 7.75% to 7.45%, (b) the inflation assumption was lowered
from 2.75% to 2.50%, (c) the payroll growth assumption was lowered to 3.00%, (d) total salary increases rate was lowered by decreasing
the merit component of the individual salary increases, in addition to a decrease of 0.25% due to lower inflation (e) the healthy and disabled
mortality assumptions were updated to the RP-2014 mortality tables with generational improvement scale MP-2016 and (f) rates of
retirement, termination and disability were modified to better reflect anticipated future experience. There were no changes in methods and
assumptions used in the calculation of actuarial determined contributions for fiscal year 2020.

(Continued)
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(SEE ACCOUNTANT'S COMPILATION REPORT)

EASTLAND PREPARATORY ACADEMY
FRANKLIN COUNTY, OHIO

NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2020

Changes in assumptions: There were no changes in methods and assumptions used in the calculation of actuarial determined contributions
for fiscal year 2017. For fiscal year 2018, the following changes of assumption affected the total OPEB liability since the prior
measurement date: (a) the discount rate was increased from 3.26% to 4.13% based on the methodology defined under GASB Statement No.
74, Financial Reporting for Postemployment Benefit Plans Other Than Pension Plans (OPEB), (b) the long term expected rate of return was
reduced from 7.75% to 7.45%, (c) valuation year per capita health care costs were updated, and the salary scale was modified, (d) the
percentage of future retirees electing each option was updated based on current data and the percentage of future disabled retirees and
terminated vested participants electing health coverage were decreased and (e) the assumed mortality, disability, retirement, withdrawal and
future health care cost trend rates were modified along with the portion of rebated prescription drug costs. For fiscal year 2019, the
following changes of assumptions affected the total OPEB liability/asset since the prior measurement date: (a) the discount rate was
increased from the blended rate of 4.13% to the long-term expected rate of return of 7.45% based on the methodology defined under GASB
Statement No. 74, Financial Reporting for Postemployment Benefit Plans Other Than Pension Plans (OPEB) and (b) decrease in health care
cost trend rates from 6.00%-11.00% initial; 4.50% ultimate down to Medical Pre-Medicare 6.00% and Medicare 5.00% initial; 4.00%
ultimate and Prescription Drug Pre-Medicare 8.00% and Medicare (5.23%) initial; 4.00% ultimate. For fiscal year 2020, health care cost
trend rates were changed to the following: medical pre-Medicare from 6.00% initial - 4.00% ultimate down to 5.87% initial - 4.00%
ultimate; medical Medicare from 5.00% initial - 4.00% ultimate down to 4.93% initial - 4.00% ultimate; prescription drug pre-Medicare
from 8.00% initial - 4.00% ultimate down to 7.73% initial - 4.00% ultimate and (5.23%) initial - 4.00% ultimate up to 9.62% initial - 4.00%
ultimate.

OTHER POSTEMPLOYMENT BENEFITS (OPEB)

SCHOOL EMPLOYEES RETIREMENT SYSTEM (SERS) OF OHIO

Changes in benefit terms: There were no changes in benefit terms from the amounts previously reported for fiscal years 2017-2020.

Changes in assumptions: There were no changes in methods and assumptions used in the calculation of actuarial determined contributions
for fiscal year 2017. For fiscal year 2018, the following changes of assumptions affected the total OPEB liability since the prior
measurement date: (a) assumed rate of inflation was reduced from 3.25% to 3.00%, (b) payroll growth assumption was reduced from 4.00%
to 3.50%, (c) assumed real wage growth was reduced from 0.75% to 0.50%, (d) rates of withdrawal, retirement, and disability were updated
to reflect recent experience, (e) mortality among active members was updated to the following: RP-2014 Blue Collar Mortality Table with
fully generational projection and a five-year age set-back for both males and females, (f) mortality among service retired members, and
beneficiaries was updated to the following: RP-2014 Blue Collar Mortality Table with fully generational projection with Scale BB, 120% of
male rates, and 110% of female rates, (g) mortality among disabled members was updated to the following: RP-2000 Disabled Mortality
Table, 90% for male rates and 100% for female rates, set back five years is used for the period after disability retirement, (h) the municipal
bond index rate increased from 2.92% to 3.56% and (i) the single equivalent interest rate, net of plan investment expense, including price
inflation increased from 2.98% to 3.63%. For fiscal year 2019, the following changes of assumptions affected the total OPEB liability since
the prior measurement date: (a) the discount rate increased from 3.63% to 3.70%, (b) the health care cost trend rates for Medicare were
changed from a range of 5.50%-5.00% to a range of 5.375%-4.75% and Pre-Medicare were changed from a range of 7.50%-5.00% to a
range of 7.25%-4.75%, (c) the municipal bond index rate increased from 3.56% to 3.62% and (d) the single equivalent interest rate, net of
plan investment expense, including price inflation increased from 3.63% to 3.70%. For fiscal year 2020, the following changes of
assumptions affected the total OPEB liability since the prior measurement date: (a) the discount rate decreased from 3.70% to 3.22%, (b)
the health care cost trend rates for Medicare were changed from a range of 5.375%-4.75% to a range of 5.25%-4.75% and Pre-Medicare
were changed from a range of 7.25%-4.75% to a range of 7.00%-4.75%, (c) the municipal bond index rate decreased from 3.62% to 3.13%
and (d) the single equivalent interest rate, net of plan investment expense, including price inflation decreased from 3.70% to 3.22%.   

STATE TEACHERS RETIREMENT SYSTEM (STRS) OF OHIO

Changes in benefit terms: There were no changes in benefit terms from the amounts previously reported for fiscal year 2017. For fiscal year
2018, STRS reduced the subsidy multiplier for non-Medicare benefit recipients from 2.1% to 1.9% per year of service. Medicare Part B
premium reimbursements were discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium
reimbursements will be discontinued beginning January 2019. For fiscal year 2019, STRS increased the subsidy multiplier for non-
Medicare benefit recipients from 1.9% to 1.944% per year of service effective January 1, 2019. The non-Medicare frozen subsidy base
premium was increased January 1, 2019 and all remaining Medicare Part B premium reimbursements will be discontinued beginning
January 1, 2020. For fiscal year 2020, STRS increase the subsidy percentage from 1.944% to 1.984% effective January 1, 2020. The
Medicare subsidy percentages were adjusted effective January 1, 2021 to 2.1% for the Medicare plan. The Medicare Part B monthly
reimbursement elimination date was postponed to January 1, 2021.
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INDEPENDENT AUDITOR’S REPORT 

 
 
 
Eastland Preparatory Academy 
Franklin County 
2741 S. Hamilton Road 
Columbus, Ohio 43232 
 
To the Board of Directors: 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of Eastland Preparatory Academy, Franklin 
County, Ohio (the Academy), as of and for the year ended June 30, 2019, and the related notes to the 
financial statements, which collectively comprise the Academy’s basic financial statements as listed in the 
table of contents.   
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for preparing and fairly presenting these financial statements in accordance 
with accounting principles generally accepted in the United States of America; this includes designing, 
implementing, and maintaining internal control relevant to preparing and fairly presenting financial 
statements that are free from material misstatement, whether due to fraud or error. 
 
Auditor's Responsibility 
 
Our responsibility is to opine on these financial statements based on our audit. We audited in accordance 
with auditing standards generally accepted in the United States of America and the financial audit standards 
in the Comptroller General of the United States’ Government Auditing Standards. Those standards require 
us to plan and perform the audit to reasonably assure the financial statements are free from material 
misstatement.  
 
An audit requires obtaining evidence about financial statement amounts and disclosures. The procedures 
selected depend on our judgment, including assessing the risks of material financial statement 
misstatement, whether due to fraud or error. In assessing those risks, we consider internal control relevant 
to the Academy’s preparation and fair presentation of the financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not to the extent needed to opine on the 
effectiveness of the Academy's internal control. Accordingly, we express no such opinion. An audit also 
includes evaluating the appropriateness of management’s accounting policies and the reasonableness of 
their significant accounting estimates, as well as our evaluation of the overall financial statement 
presentation. 
 
We believe the audit evidence we obtained is sufficient and appropriate to support our audit opinion.   
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Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of Eastland Preparatory Academy, Franklin County, as of June 30, 2019, and the changes in its 
financial position and its cash flows for the year then ended in accordance with the accounting principles 
generally accepted in the United States of America.  
 
Emphasis of Matter 
 
As discussed in Note 16 to the financial statements, during 2020, the financial impact of COVID-19 and the 
ensuing emergency measures will impact subsequent periods of the Academy.   
 
Additionally, as discussed in Note 17 to the financial statements, the Academy has suffered recurring losses 
from operations and has a net deficiency.  Note 17 also describes management’s evaluation of the events 
and conditions and their plans to mitigate these matters. 
 
We did not modify our opinion regarding these matters. 
 
Other Matters 
 
Required Supplementary Information  
 
Accounting principles generally accepted in the United States of America require this presentation to include 
management’s discussion and analysis and schedules of net pension and other post-employment benefit 
liabilities and pension and other post-employment benefit contributions listed in the table of contents, to 
supplement the basic financial statements. Although this information is not part of the basic financial 
statements, the Governmental Accounting Standards Board considers it essential for placing the basic 
financial statements in an appropriate operational, economic, or historical context. We applied certain 
limited procedures to the required supplementary information in accordance with auditing standards 
generally accepted in the United States of America, consisting of inquiries of management about the 
methods of preparing the information and comparing the information for consistency with management’s 
responses to our inquiries, to the basic financial statements, and other knowledge we obtained during our 
audit of the basic financial statements. We do not opine or provide any assurance on the information 
because the limited procedures do not provide us with sufficient evidence to opine or provide any other 
assurance.  
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated April 27, 2020, 
on our consideration of the Academy’s internal control over financial reporting and our tests of its 
compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters.  
That report describes the scope of our internal control testing over financial reporting and compliance, and 
the results of that testing, and does not opine on internal control over financial reporting or on compliance.  
That report is an integral part of an audit performed in accordance with Government Auditing Standards in 
considering the Academy’s internal control over financial reporting and compliance.  
 
 
 
 
 
 
Keith Faber 
Auditor of State 
 
Columbus, Ohio  
 
April 27, 2020 
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EASTLAND PREPARATORY ACADEMY 
FRANKLIN COUNTY, OHIO 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2019 

(UNAUDITED) 

The management’s discussion and analysis of the Eastland Preparatory Academy (the “Academy”), formerly known as 
the Berwyn East Academy, provides an overall review of the Academy’s financial activities for fiscal year 2019.  The 
intent of this discussion and analysis is to look at the Academy’s financial performance as a whole; readers should also 
review the notes to the basic financial statements and financial statements to enhance their understanding of the 
Academy’s financial performance. 

Financial Highlights 

Key financial highlights for fiscal year 2019 are as follows: 

 In total, net position was a deficit of $1,169,719 at June 30, 2019, which represented a 23.08% decrease from 2018’s 
net position.

 The Academy had operating revenues of $1,969,496, operating expenses of $2,434,969, non-operating revenues of 
$249,103, and non-operating expenses of $2,972 for fiscal year 2019.  Total change in net position for the Academy 
was a decrease of $219,342.

Using the Basic Financial Statements 

This annual report consists of management’s discussion and analysis, the basic financial statements and the notes to 
those statements.  These statements are organized so the reader can understand the Academy’s financial activities.   The 
statement of net position and statement of revenues, expenses and changes in net position provides information about the 
activities of the Academy, including all short-term and long-term financial resources and obligations.   

Reporting the Academy’s Financial Activities 

Statement of Net Position, Statement of Revenues, Expenses, and Changes in Net Position and the Statement of Cash 
Flows 

These documents look at all financial transactions and ask the question, “How did we do financially during 2019?”  The 
statement of net position and the statement of revenues, expenses and changes in net position answer this question. 
These statements include all assets, deferred outflows of resources, liabilities, deferred inflows of resources, revenues 
and expenses using the accrual basis of accounting similar to the accounting used by most private-sector companies. 
This basis of accounting will take into account all of the current year’s revenues and expenses regardless of when cash is 
received or paid. 

These two statements report the Academy’s net position and changes in net position.  This change in net position is 
important because it tells the reader that, for the Academy as a whole, the financial position of the Academy has 
improved or diminished. The causes of this change may be the result of many factors, some financial, some not.  These 
statements can be found on pages 9 and 10 of this report.   

The statement of cash flows provides information about how the Academy finances and meets the cash flow needs of its 
operations.  The statement of cash flows can be found on page 11 of this report.   

The notes provide additional information that is essential to a full understanding of the data provided in the financial 
statements.  These notes to the basic financial statements can be found on pages 13 through 38 of this report. 

In addition to the basic financial statements and accompanying notes, this report also presents certain required 
supplementary information concerning the Academy’s net pension liability and net OPEB liability/asset.  The required 
supplementary information can be found on pages 40 through 53 of this report. 
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The table below provides a summary of the Academy’s net position for fiscal years 2019 and 2018.  

Net Position

  2019    2018  
Assets
Current assets 215,141$            165,111$           
Non-current assets 90,360 861      

Total assets 305,501     165,972     

Deferred Outflows of Resources
Pension 675,781      1,017,680  
OPEB 28,081 15,537       

Total deferred outflows of resources 703,862     1,033,217  

Liabilities
Current liabilities 407,587      232,074     
Non-current liabilities:
Capital lease obligation 45,822  -    
Net pension liability 1,103,442   1,422,286  
Net OPEB liability 135,695     400,722     

Total liabilities 1,692,546  2,055,082  

Deferred Inflows of Resources
Pensions 248,176      44,249       
OPEB 238,360     50,235       

Total deferred inflows of resources 486,536     94,484       

Net Position
Net investment in capital assets -     346      
Unrestricted (deficit) (1,169,719)       (950,723)    

Total net position (deficit) (1,169,719)$       (950,377)$          

The net pension liability (NPL) is the largest single liability reported by the Academy at June 30, 2019 and is reported 
pursuant to GASB Statement 68, “Accounting and Financial Reporting for Pensions—an Amendment of GASB 
Statement 27.”   The Academy adopted GASB Statement 75, “Accounting and Financial Reporting for Postemployment 
Benefits Other Than Pensions,” which significantly revises accounting for costs and liabilities related to other 
postemployment benefits (OPEB).  For reasons discussed below, many end users of this financial statement will gain a 
clearer understanding of the Academy’s actual financial condition by adding deferred inflows related to pension and 
OPEB, the net pension liability and the net OPEB liability/asset to the reported net position and subtracting deferred 
outflows related to pension and OPEB. 

Governmental Accounting Standards Board standards are national and apply to all government financial reports prepared 
in accordance with generally accepted accounting principles.  Prior accounting for pensions (GASB 27) and 
postemployment benefits (GASB 45) focused on a funding approach.  This approach limited pension and OPEB costs to 
contributions annually required by law, which may or may not be sufficient to fully fund each plan’s net pension liability 
or net OPEB liability.  GASB 68 and GASB 75 take an earnings approach to pension and OPEB accounting; however, 
the nature of Ohio’s statewide pension/OPEB plans and state law governing those systems requires additional 
explanation in order to properly understand the information presented in these statements. 

Attachment 26: Audited Financial Statements Page 2671



EASTLAND PREPARATORY ACADEMY 
FRANKLIN COUNTY, OHIO 

 
MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2019 

(UNAUDITED) 
  

5 
 

GASB 68 and GASB 75 require the net pension liability and the net OPEB liability/asset to equal the Academy’s 
proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive employees’ past 
service.  

2. Minus plan assets available to pay these benefits. 
 

GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the “employment exchange” – 
that is, the employee is trading his or her labor in exchange for wages, benefits, and the promise of a future pension and 
other postemployment benefits.  GASB noted that the unfunded portion of this promise is a present obligation of the 
government, part of a bargained-for benefit to the employee, and should accordingly be reported by the government as a 
liability since they received the benefit of the exchange.  However, the Academy is not responsible for certain key factors 
affecting the balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with the 
employer.  Both employer and employee contribution rates are capped by State statute.  A change in these caps requires 
action of both Houses of the General Assembly and approval of the Governor.  Benefit provisions are also determined by 
State statute.  The Ohio Revised Code permits, but does not require, the retirement systems to provide healthcare to 
eligible benefit recipients.  The retirement systems may allocate a portion of the employer contributions to provide for 
these OPEB benefits. 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is limited not by 
contract but by law.  The employer enters the exchange also knowing that there is a specific, legal limit to its 
contribution to the retirement system.  In Ohio, there is no legal means to enforce the unfunded liability of the 
pension/OPEB plan as against the public employer.  State law operates to mitigate/lessen the moral obligation of the 
public employer to the employee, because all parties enter the employment exchange with notice as to the law.  The 
retirement system is responsible for the administration of the pension and OPEB plans.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick and vacation 
leave), are satisfied through paid time-off or termination payments.  There is no repayment schedule for the net pension 
liability or the net OPEB liability.  As explained above, changes in benefits, contribution rates, and return on investments 
affect the balance of these liabilities but are outside the control of the local government.  In the event that contributions, 
investment returns, and other changes are insufficient to keep up with required payments, State statute does not 
assign/identify the responsible party for the unfunded portion.  Due to the unique nature of how the net pension liability 
and the net OPEB liability are satisfied, these liabilities are separately identified within the long-term liability section of 
the statement of net position. 
 
In accordance with GASB 68 and GASB 75, the Academy’s statements prepared on an accrual basis of accounting 
include an annual pension expense and an annual OPEB expense for their proportionate share of each plan’s change in 
net pension liability and net OPEB liability/asset, respectively, not accounted for as deferred inflows/outflows.  
 
Net Position Analysis 
 
Over time, net position can serve as a useful indicator of an entity’s financial position.  At June 30, 2019, the Academy’s 
net position was a deficit of $1,169,719 compared to a deficit of $950,377 at June 30, 2018.   
 
Current assets include the Academy’s demand deposit account and intergovernmental receivables.  Non-current assets 
include capital assets.  At year-end, capital assets represented 9.88% of total assets.  Capital assets includes equipment.  
The net investment in capital assets at June 30, 2019, was $0.  These capital assets are used to provide services to the 
students and are not available for future spending.  Although the Academy’s investment in capital assets is reported net 
of related debt, it should be noted that the resources to repay the debt must be provided from other sources, since capital 
assets may not be used to liquidate these liabilities. 
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Deferred outflows of resources are reported in accordance with GASB Statement No. 68 and GASB Statement No. 75, 
see Note 12 and Note 13, respectively, to the basic financial statements for detail. 
 
Current liabilities primarily include accounts payable due to vendors for goods and services, related pension and 
postemployment benefits reported as intergovernmental payables, and the current portion of the Academy’s capital lease 
obligation.     
 
Long-term obligations include a capital lease obligation for copier equipment, the Academy’s net pension liability and 
the Academy’s net OPEB liability.  Long-term liabilities decreased primarily due to a decrease in the net pension and net 
OPEB liabilities. This factor is outside of the control of the Academy. The Academy contributes its statutorily required 
contributions to the pension systems; however, it’s the pension systems that collect, hold and distribute pensions to 
Academy employees, not the Academy.   
 
The table below shows the changes in net position for fiscal years 2019 and 2018.  
 

Change in Net Position 

      2019            2018      
Operating Revenues:
State foundation 1,969,496$           1,286,039$           
Rental income -                            250                       
Other -                            9,301                    

Total operating revenue 1,969,496             1,295,590             
 

Operating Expenses:
Salaries and wages 40,098                  158,869                
Fringe benefits 100,453                14,491                  
Purchased services 2,180,718             1,232,622             
Materials and supplies 108,076                91,930                  
Depreciation 4,165                    1,722                    
Other 1,459                    3,857                    

Total operating expenses 2,434,969             1,503,491             

Non-operating Revenues (Expenses):
Federal and State subsidies 249,053                221,401                
Contributions and donations 50                         500                       
Interest expense (2,972)                   (127)                      

Total non-operating revenues (expenses) 246,131                221,774                

Change in net position (219,342)               13,873                  

Net position (deficit) at beginning of year (950,377)               (964,250)               

Net position (deficit) at end of year (1,169,719)$          (950,377)$             
 

 
Operating expenses increased $931,478 or 61.95%.  This increase is primarily the result of the State Teachers Retirement 
System (STRS) indefinitely suspending the Cost of Living Adjustment (“COLA”) and the School Employees Retirement 
System (SERS) lowering the COLA from 3.00% to 2.50% in fiscal year 2018. Fluctuations in the pension expense 
reported under GASB 68 makes it difficult to compare financial information between years.   
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Pension expense is a component of program expenses reported on the statement of activities. To assess fluctuations in 
program expenses, the increase or decrease in pension expense should be factored into the analysis.  Pension expense for 
2019 and 2018 was $331,981 and $1,967, respectively.  Pension expense reported in 2019 represents an increase of 
$330,014 from pension expense reported in 2018.  Pension expense is reported as a component of fringe benefits and 
purchase services expense. 
 
Capital Assets and Long-Term Debt Obligations 
 
The Academy had $30,194 and $861 in capital assets, net of depreciation, June 30, 2019 and 2018, respectively.  See 
Note 6 to the basic financial statements for detail. 
 
The Academy had $70,573 and $515 in long-term debt obligations (capital lease obligations) outstanding at June 30, 
2019 and 2018, respectively.  See Note 7 to the basic financial statements for detail. 
 
Current Financial Related Activities 
 
The Academy is reliant upon State Foundation monies to offer quality educational services to students.   
 
In order to continually provide learning opportunities to the Academy’s students, the Academy will apply resources to 
best meet the needs of its students.  It is the intent of the Academy to apply for other State and Federal funds that are 
made available to finance its operations. 
 
Contacting the Academy’s Financial Management 
 
This financial report is designed to provide our clients and creditors with a general overview of the Academy’s finances 
and to show the Academy’s accountability for the money it receives.  If you have questions about this report or need 
additional financial information contact Mr. Todd Johnson, Treasurer of Eastland Preparatory Academy, 2741 South 
Hamilton Road, Columbus, Ohio 43232. 
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Assets:  
Current assets:

Cash .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 107,079$              
Receivables:
  Accounts  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 5,457                    
  Intergovernmental.  .  .  .  .  .  .  .  .  .  .  .  . 102,510                
Prepayments  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 95                         

Total current assets .  .  .  .  .  .  .  .  .  .  .  .  .  . 215,141                

Non-current assets:
Net OPEB asset.  .  .  .  .  .  .  .  .  .  .  .  .  . 60,166                  
Depreciable capital assets, net .  .  .  .  .  .  . 30,194                  

Total non-current assets.  .  .  .  .  .  .  .  .  .  .  . 90,360                  

Total assets.  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 305,501                

Deferred outflows of resources:
  Pension (Note 12).  .  .  .  .  .  .  .  .  .  .  .  .  .  .  675,781                
  OPEB (Note 13).  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  28,081                  

Total deferred outflows of resources .  .  .  .  .  . 703,862                

Liabilities:
Current liabilities:

Accounts payable.  .  .  .  .  .  .  .  .  .  .  .  .  .  . 340,002                
Intergovernmental payable .  .  .  .  .  .  .  .  .  . 42,834                  
Capital lease obligation .  .  .  .  .  .  .  .  .  .  .  . 24,751                  

Total current liabilities .  .  .  .  .  .  .  .  .  .  .  .  . 407,587                

Non-current liabilities:
Net pension liability (Note 12).  .  .  .  .  .  .  .  . 1,103,442             
Net OPEB liability (Note 13).  .  .  .  .  .  .  .  .  .  135,695                
Capital lease obligation .  .  .  .  .  .  .  .  .  .  . 45,822                  

Total non-current liabilities .  .  .  .  .  .  .  .  .  .  . 1,284,959             

Total liabilities .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 1,692,546             

  Pension (Note 12).  .  .  .  .  .  .  .  .  .  .  .  .  .  .  248,176                
  OPEB (Note 13).  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  238,360                

Total deferred inflows of resources .  .  .  .  .  .  . 486,536                

Net position:
Unrestricted (deficit).  .  .  .  .  .  .  .  .  .  .  .  .  .  (1,169,719)            

Total net position (deficit)  .  .  .  .  .  .  .  .  .  .  . (1,169,719)$          

JUNE 30, 2019

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS

EASTLAND PREPARATORY ACADEMY
FRANKLIN COUNTY, OHIO

STATEMENT OF NET POSITION

Deferred inflows of resources:
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Operating revenues:  
State foundation .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 1,969,496$           

Total operating revenues  .  .  .  .  .  .  .  .  .  .  . 1,969,496             

Operating expenses:
Salaries and wages.  .  .  .  .  .  .  .  .  .  .  .  .  . 40,098                  
Fringe benefits.  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 100,453                
Purchased services.  .  .  .  .  .  .  .  .  .  .  .  .  . 2,180,718             
Materials and supplies .  .  .  .  .  .  .  .  .  .  .  . 108,076                
Other.  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 1,459                    
Depreciation .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 4,165                    

Total operating expenses.  .  .  .  .  .  .  .  .  .  .  . 2,434,969             

Operating loss .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . (465,473)               

Nonoperating revenues (expenses):
Federal and state subsidies.  .  .  .  .  .  .  .  .  . 249,053                
Contributions and donations.  .  .  .  .  .  .  .  . 50                         
Interest expense .  .  .  .  .  .  .  .  .  .  .  .  .  .  . (2,972)                   

Total nonoperating revenues (expenses) .  .  .  . 246,131                

Change in net position  .  .  .  .  .  .  .  .  .  .  .  . (219,342)               

Net position (deficit) at beginning of year.  . (950,377)               

Net position (deficit) at end of year  .  .  .  . (1,169,719)$          

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2019

EASTLAND PREPARATORY ACADEMY
FRANKLIN COUNTY, OHIO

STATEMENT OF REVENUES, EXPENSES AND
CHANGES IN NET POSITION
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Cash flows from operating activities:  
  Cash received from state foundation  .  .  .  .  .  .  .  .  . 1,973,966$           
  Cash payments for salaries and wages.  .  .  .  .  .  .  .  . (40,098)                 
  Cash payments for fringe benefits .  .  .  .  .  .  .  .  .  .  . (86,254)                 
  Cash payments for contractual services  .  .  .  .  .  .  .  . (1,928,786)            
  Cash payments for materials and supplies .  .  .  .  .  .  . (84,336)                 
  Cash payments for other expenses .  .  .  .  .  .  .  .  .  .  . (1,459)                   

    Net cash (used in) operating activities .  .  .  .  .  .  .  . (166,967)               

Cash flows from noncapital financing activities:
  Cash received from grants and subsidies.  .  .  .  .  .  .  . 204,559                
  Cash received from contributions and donations .  .  .  . 50                         

    Net cash provided by noncapital
      financing activities.  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 204,609                

Cash flows from capital and related
  financing activities:
  Principal retirement on capital lease .  .  .  .  .  .  .  .  .  . (20,536)                 
  Interest expense on capital lease .  .  .  .  .  .  .  .  .  .  .  . (2,972)                   

    Net cash (used in) capital and related
      financing activities.  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . (23,508)                 

Net increase in cash .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 14,134                  

Cash at beginning of year  .  .  .  .  .  .  .  .  .  .  .  .  .  . 92,945                  

Cash at end of year .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .   . 107,079$              

Reconciliation of operating loss to net
  cash (used in) operating activities: 

Operating loss .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . (465,473)$             

Adjustments:
  Depreciation .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 4,165                    

Changes in assets and liabilities:
  (Increase) in accounts receivable  .  .  .  .  .  .  .  .  .  .  . (5,457)                   
  Decrease in intergovernmental receivable  .  .  .  .  .  .  . 14,150                  
  (Increase) in prepayments  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . (95)                        
  Decrease in deferred outflows - pension  .  .  .  .  .  .  .  . 341,899                
  (Increase) in deferred outflows - OPEB .  .  .  .  .  .  .  . (12,544)                 
  (Increase) in net OPEB asset .  .  .  .  .  .  .  .  .  .  .  .  . (60,166)                 
  Increase in accounts payable.  .  .  .  .  .  .  .  .  .  .  .  .  134,034                
  Increase in intergovernmental payable .  .  .  .  .  .  .  .  . 17,243                  
  Increase in capital lease obligation.  .  .  .  .  .  .  .  .  .  . 57,096                  
  (Decrease) in net pension liability  .  .  .  .  .  .  .  .  .  .  . (318,844)               
  (Decrease) in net OPEB liability.  .  .  .  .  .  .  .  .  .  .  . (265,027)               
  Increase in deferred inflows - pension .  .  .  .  .  .  .  .  . 203,927                
  Increase in deferred inflows - OPEB .  .  .  .  .  .  .  .  . 188,125                

Net cash (used in) operating activities  .  .  .  .  .  .  .  .  . (166,967)$             

Non-Cash Transaction:
The Academy entered into capital lease obligations in the amount of $90,594 during fiscal year 2019. $33,498 of the 
   equipment purchased under the capital leases was capitalized.

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2019

EASTLAND PREPARATORY ACADEMY
FRANKLIN COUNTY, OHIO

STATEMENT OF CASH FLOWS
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NOTE 1 - DESCRIPTION OF THE ACADEMY 
 

The Eastland Preparatory Academy (the “Academy”), formerly known as the Berwyn East Academy, is a 
non-profit corporation established pursuant to the Ohio Revised Code Chapters 1702 and 3314 to provide 
students in primary grades with the best programming and teaching techniques available using Direct 
Instruction.  The Academy is nonsectarian in its programs, admission policies, employment practices and all 
other operations.  The Academy may sue and be sued, acquire facilities as needed and contract for any 
services necessary for the operation of the Academy.  
 
The Academy was approved for sponsorship under contract resolution on April 10, 2013 with North Central 
Ohio Educational Service Center (the “Sponsor”) for a period of five years commencing on July 1, 2013 and 
ending June 30, 2018.   On May 14, 2018, the Academy renewed the Sponsorship Agreement with the North 
Central Ohio Educational Service Center for a term of five years, commencing on July 1, 2018 and ending 
on June 30, 2023. The Sponsor is responsible for evaluating the performance of the Academy and has the 
authority to terminate the contract or deny renewal of the contract at its expiration.  
 
The Academy operates under the direction of a Governing Board which is responsible for carrying out the 
provisions of the contract, which include, but are not limited to, State-mandated provisions regarding student 
population, curriculum, academic goals, performance standards, admission standards and qualification of 
teachers.  The Governing Board controls the Academy’s one instructional/support facility staffed by 4 
classified and 17 certified, teaching personnel who provide services to 315 students. 
 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

The basic financial statements (BFS) of the Academy have been prepared in conformity with accounting 
principles generally accepted in the United States of America (GAAP) as applied to governmental units.  The 
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for establishing 
governmental accounting and financial reporting principles.  The Academy's significant accounting policies 
are described below. 

 
A. Basis of Presentation 

 
The Academy’s basic financial statements consist of a statement of net position, a statement of revenues, 
expenses and changes in net position, and a statement of cash flows. 
 
Enterprise reporting focuses on the determination of the change in net position, financial position and 
cash flows.  

 
B. Measurement Focus  

 
Enterprise accounting uses a flow of economic resources measurement focus.  With this measurement 
focus, all assets, all deferred outflows of resources and all liabilities are included on the statement of net 
position.  The statements of revenues, expenses and changes in net position presents increases (i.e., 
revenues) and decreases (i.e., expenses) in total net position.  The statement of cash flows provides 
information about how the Academy finances and meets the cash flow needs of its enterprise activities.  
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued) 
 
 C. Basis of Accounting 
 

Basis of accounting determines when transactions are recorded in the financial records and reported on 
the basic financial statements.  The Academy’s basic financial statements are prepared using the accrual 
basis of accounting. 
 
Revenue resulting from exchange transactions, in which each party gives and receives essentially equal 
value, is recorded upon the accrual basis when the exchange takes place. 
 
Nonexchange transactions, in which the Academy receives value without directly giving equal value in 
return, include grants, entitlements and donations.  Revenue from grants, entitlements and donations is 
recognized in the fiscal year in which all eligibility requirements have been satisfied.  Eligibility 
requirements include timing requirements, which specify the fiscal year when the resources are required 
to be used or the fiscal year when use is first permitted, matching requirements, in which the Academy 
must provide local resources to be used for a specified purpose, and expenditure requirements, in which 
the resources are provided to the Academy on a reimbursement basis.  
 
Grants and entitlements received before the eligibility requirements are met are recorded as deferred 
inflows of resources.  Expenses are recognized at the time they are incurred. 
 

D. Deferred Outflows of Resources and Deferred Inflows of Resources 
 

 In addition to assets, the statement of net position will report a separate section for deferred outflows of 
resources.  Deferred outflows of resources, represents a consumption of net position that applies to a 
future period and will not be recognized as an outflow of resources (expense/expenditure) until then.  
For the Academy, see Notes 12 and Note 13 for deferred outflows of resources related to the Academy’s 
net pension liability and net OPEB liability/asset, respectively. 
 
In addition to liabilities, the statement of net position may report a separate section for deferred inflows 
of resources.  Deferred inflows of resources represent an acquisition of net position that applies to a 
future period and will not be recognized as an inflow of resources (revenue) until that time.  For the 
Academy, see Notes 12 and Note 13 for deferred inflows of resources related to the Academy’s net 
pension liability and net OPEB liability/asset, respectively. 

 
E. Budgetary Process 

 
Unlike other public schools located in the State of Ohio, community schools are not required to follow 
budgetary provisions set forth in Ohio Revised Code Section 5705, unless specifically provided in the 
Academy’s contract with its Sponsor.  The contract between the Academy and its Sponsor requires a 
detailed school budget for each year of the contract; however, the budget does not have to follow the 
provisions of Ohio Revised Code Section 5705. 

 
 F. Cash  
 

Cash received by the Academy is reflected as “cash” on the statement of net position.  Unless otherwise 
noted, all monies received by the Academy are pooled and deposited in a central bank account as demand 
deposits.  The Academy did not have any investments during fiscal year 2019. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued) 
 

G. Capital Assets 
 

Capital assets are capitalized at cost or estimated historical cost and updated for additions and deletions 
during the year.  The Academy has established a capitalization threshold of $1,500.  The Academy does 
not have any infrastructure.  The costs of normal maintenance and repairs that do not add to the value of 
the asset or materially extend an asset’s life are not capitalized. 
 
All capital assets are depreciated.  Depreciation is computed using the straight-line method.  Equipment 
is being depreciated on a straight-line basis over periods ranging from five to eight years.   
 

H. Payables 
 
The Academy has recognized certain liabilities on the statement of net position relating to expenses, 
which are due but unpaid as of June 30, 2019, including: 

     
Accounts payable - consists primarily of payments to vendors for services or products performed or 
received prior to June 30, 2019 but were not paid until the subsequent fiscal year.   

 
Intergovernmental payable - consists primarily of payments for the employer’s share of the pension and 
postemployment retirement contributions ($31,023), Medicare ($1,606), North Central Ohio ESC 
($9,295), and to Treasurer State of Ohio ($910), associated with services rendered during fiscal year 
2019, but were not paid until the subsequent fiscal year.   
 

I. Net Position 
 

Net position represents the difference between assets and deferred outflows of resources and liabilities.  
Net investment in capital assets represents capital assets, net of accumulated depreciation and related 
debt.  Net position is reported as restricted when there are limitations imposed on their use either through 
the enabling legislation or through external restrictions imposed by creditors, grantors or laws, or 
regulations of other governments.   
 
The Academy applies restricted resources first when an expense is incurred for purposes for which both 
restricted and unrestricted net position is available. 
 

J. Operating Revenues and Expenses 
 
Operating revenues are those revenues that are generated directly from the primary activity of the 
Academy.  Operating expenses are necessary costs incurred to provide the service that is the primary 
activity of the Academy.  All revenues and expenses not meeting this definition are reported as non-
operating. 
 

K. Intergovernmental Revenue 
 

The Academy currently participates in the State Foundation Opportunity Grant, Special Education, 
Economic Disadvantaged, K-3 Literacy, Targeted Assistance, Facilities Funding, and 3rd Grade Reading 
Bonus Programs. Revenue received from these programs is recognized as operating revenues.  Amounts 
awarded under these programs for the 2019 school year totaled $1,969,496.   
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued) 

Grants and entitlements are recognized as non-operating revenues in the accounting period in which all 
eligibility requirements have been met.  Eligibility includes timing requirements, which specify the year 
when the resources are required to be used or the fiscal year when use is first permitted; matching 
requirements, in which the Academy must provide local resources to be used for a specified purpose; 
and expenditure requirements, in which the resources are provided to the Academy on a reimbursement 
basis.  Grant revenue from Federal and State subsidies received during fiscal year 2019 totaled $249,053. 

L. Accrued Liabilities

All payables, accrued liabilities and long-term obligations are reported on the statement of net position.

M. Economic Dependency

The Academy receives approximately 100.00% of its operating revenue from the Ohio Department of
Education (ODE).  Due to the significance of this revenue, the Academy is considered to be economically
dependent on the ODE.

N. Pensions/Other Postemployment Benefits (OPEB)

For purposes of measuring the net pension/OPEB liability and net OPEB asset, deferred outflows of
resources and deferred inflows of resources related pension/OPEB, and pension/OPEB expense,
information about the fiduciary net position of the pension/OPEB plans and additions to/deductions from
their fiduciary net position have been determined on the same basis as they are reported by the
pension/OPEB plan.  For this purpose, benefit payments (including refunds of employee contributions)
are recognized when due and payable in accordance with the benefit terms.  The pension/OPEB plans
report investments at fair value.

O. Estimates

The preparation of basic financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the amounts reported in the financial statements and accompanying 
notes.  Actual results may differ from those estimates.

NOTE 3 – CHANGES IN ACCOUNTING PRINCIPLES 

For fiscal year 2019, the Academy has implemented GASB Statement No. 83, “Certain Asset Retirement 
Obligations” and GASB Statement No. 88, “Certain Disclosures Related to Debt, Including Direct 
Borrowings and Direct Placements”. 

GASB Statement No. 83 addresses accounting and financial reporting for certain asset retirement obligations 
(AROs). An ARO is a legally enforceable liability associated with the retirement of a tangible capital asset. 
A government that has legal obligations to perform future asset retirement activities related to its tangible 
capital assets should recognize a liability.  The implementation of GASB Statement No. 83 did not have an 
effect on the financial statements of the Academy. 

GASB Statement No. 88 improves the information that is disclosed in notes to the basic financial statements 
related to debt, including direct borrowings and direct placements.  It also clarifies which liabilities 
governments should include when disclosing information related to debt.  The implementation of 
GASB Statement No. 88 did not have an effect on the financial statements of the Academy. 
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NOTE 4 - DEPOSITS 

At June 30, 2019, the carrying amount of the Academy’s deposits was $107,079 and the bank balance was 
$118,442.  The entire bank balance was covered by the Federal Deposit Insurance Corporation (FDIC).  There 
are no significant statutory restrictions regarding the deposit and investment of funds by the non-profit 
corporation.    

NOTE 5 - RECEIVABLES 

Receivables at June 30, 2019, consisted of intergovernmental receivables arising from grants and entitlements 
and amounts due from other governments. All receivables are considered collectible in full. A summary of 
the intergovernmental receivables follows: 

Intergovernmental receivable:    Amount  

  IDEA-B 20,065$      
  Title I 61,320     
  Title IV-A 904          
  SERS overpayment 6,508       
  ODE Foundation adjustment 3,037       
  Federal lunch and breakfast 10,676     

Total intergovernmental receivables 102,510$    

NOTE 6 - CAPITAL ASSETS 

Capital asset activity for the fiscal year ended June 30, 2019 was as follows: 

Balance Balance
06/30/18 Additions Reductions  06/30/19

Capital assets, being depreciated:
  Equipment 8,610$         33,498$       (8,610)$        33,498$       

Total capital assets
  being depreciated 8,610        33,498         (8,610)      33,498         

Less: accumulated depreciation
  Equipment (7,749)       (4,165)          8,610       (3,304)          

Total accumulated depreciation (7,749)       (4,165)          8,610       (3,304)          

Capital assets, net 861$            29,333$      -$   30,194$       
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NOTE 7 - LONG-TERM OBLIGATIONS 

The following is a summary of the Academy’s long-term obligations activity in fiscal year 2019.  

Balance Balance Due Within
June 30, 2018 Additions Reductions June 30, 2019 One Year

Net pension liability 1,422,286$      18,147$        (336,991)$    1,103,442$     -$                  
Net OPEB liability 400,722       - (265,027) 135,695          -           

  Total liability 1,823,008    18,147          (602,018) 1,239,137       -           

Capital lease 515              90,594          (20,536)        70,573            24,751  

Total long-term obligations 1,823,523$      108,741$      (622,554)$    1,309,710$     24,751$         

Net Pension Liability 
See Note 12 for detail on the Academy’s net pension liability. 

Net OPEB Liability 
See Note 13 for detail on the Academy’s net OPEB liability. 

Capital Lease 
During the current fiscal year and fiscal year 2014, the Academy entered into copier lease agreements which 
meet the criteria for reporting as a capital lease.  Capital assets consisting of leased equipment has been 
capitalized in the amount of $33,498, which represents the value of the future minimum lease payments at 
the time of acquisition.  A corresponding liability was recorded on the statement of net position.  Principal 
and interest payments in fiscal year 2019 were $3,819 and $943, respectively.  At June 30, 2019, the book 
value and accumulated depreciation of the leased equipment were $30,194 and $3,304, respectively. During 
fiscal year 2019, the fiscal year 2014 copier lease obligation was fulfilled, and the capital assets were disposed 
of. 

During the current fiscal year, the Academy entered into an equipment lease agreement meet the criteria for 
reporting as a capital lease.  At June 30, 2019, the equipment acquired by the lease totaled $57,096, which 
represents the value of the future minimum lease payments at the time of acquisition, have not been 
capitalized due to each item being under the capitalization threshold. A corresponding liability was recorded 
on the statement of net position.  Principal and interest payments in fiscal year 2019 were $16,717 and $2,029, 
respectively.   
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NOTE 7 - LONG-TERM OBLIGATIONS - (Continued) 

The following is a schedule of the future long-term minimum lease payments required under the capital lease 
obligations and the present value of the future minimum lease payments as of June 30, 2019: 

Fiscal Year
Ending June 30,   Amount 

2020 27,718$     
2021 27,717    
2022 8,971   
2023 7,268   
2024 4,846   

Total minimum lease payments 76,520    

Less: amount representing interest (5,947)  

Present value of minimum lease payments 70,573$     

NOTE 8 - OPERATING LEASE - LESSEE DISCLOSURE 

The Academy and Sponsor (collectively the “lessee”) entered into an agreement to lease building space from 
Global School Properties Ohio LLC.  The initial term of the lease commenced on August 1, 2018 and ends 
on July 31, 2023.  Upon expiration of the initial term, the lessee has the right to renew the lease for one 
additional period of five years.  Commencing on August 1, 2018, monthly installments equal to thirteen 
percent of state and local funding received by the Academy per student and one hundred percent of the 
facilities funds the Academy receives, excluding grant revenue facility funding. For the fiscal year 2019, the 
Academy paid a total of $295,130 in rent. 

 NOTE 9 - PURCHASED SERVICES 

For the fiscal year ended June 30, 2019, purchased services expenses were as follows: 

Professional and technical services 1,385,505$    
Property services 468,306     
Travel/mileage/meeting 1,102     
Communications 62,350   
Utilities 97,816   
Contracted craft or trade 130,069     
Pupil transportation services 31,690   
Other 3,880     

Total 2,180,718$    

Attachment 26: Audited Financial Statements Page 2686



EASTLAND PREPARATORY ACADEMY  
FRANKLIN COUNTY, OHIO 

 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2019 
 

20 
 

NOTE 10 - RISK MANAGEMENT 
 

The Academy is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; 
errors and omissions; injuries to contracted personnel; and natural disasters.  For fiscal year 2019, the 
Academy contracted with The Cincinnati Insurance Company for directors, officers, trustees and 
organization liability coverage with a limit of $1,000,000 and a $5,000 deductible.  Settled claims have not 
exceeded commercial coverage in the past three years.  There was no significant reduction in coverage from 
the prior year. 

 
NOTE 11 - SPONSOR CONTRACT 

 
The Academy entered into a sponsorship contract commencing on July 1, 2018 and ending on June 30, 2023, 
with the North Central Ohio Educational Service Center (the “Sponsor”) for its establishment. The Sponsor 
shall carry out the responsibilities established by law, including:   
 
 Attend training sessions as required by the Ohio Department of Education (ODE);  

 
 Prior to the Academy’s opening for instruction, verify by a site visit whether the Academy complies with 

all legal and contractual requirements;  
 
 Monitor the Academy’s compliance with all applicable laws and with the terms of the contract; 
 
 Conduct comprehensive site visits to the Academy as necessary;   

    
 Monitor and evaluate the academic and fiscal performance and the organization of the Academy on at 

least an annual basis; 
 
 Submit a written report of the evaluations conducted to the parents and students enrolled in the Academy 

and to ODE by November 30th of each year; 
 
 Provide technical assistance to the Academy in complying with all laws and terms of the contract;   
 
 Comply with the financial reporting requirements as established by ODE, and report the Academy’s 

financial records in accordance with applicable accounting standards and as prescribed by law; 
 
 Notify ODE within twenty-four hours of the Academy’s failure to comply with applicable laws or 

contract requirements, as well as any financial difficulties.  If such financial difficulties occur and may 
result in the Sponsor’s determination to declare the Academy to be on probationary status, to suspend 
the operations of the Academy, or terminate the contract.  In such circumstances, the Sponsor shall 
provide written notice to ODE within 30 days of the Academy’s noncompliance or financial difficulties, 
specifying the exact nature of the problem and the plan for and status of any resolution; 

 
 Take steps to intervene in the Academy’s operation to correct problems with overall performance, 

declare the Academy to be on a probationary status pursuant to Ohio Revised Code Section 3314.073, 
suspend the operation of the Academy pursuant to Ohio Revised Code Section 3314.072 or terminate 
the contract pursuant to Ohio Revised Code Section 3314.07; 

 
 Have in place a plan of action to be undertaken in the event the Academy experiences financial 

difficulties or closes prior to the end of a school year.  
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NOTE 11 - SPONSOR CONTRACT - (Continued) 
 
The Academy pays up to a 3 percent sponsorship fee for oversight and monitoring.  The Academy paid 
$48,455 in sponsor fees during fiscal year 2019. 

 
NOTE 12 - DEFINED BENEFIT PENSION PLANS  
 

The Academy has contracted with Accel Schools (See Note 15) to provide employee services and to pay 
those employees. However, these contract services do not relieve the Academy of their obligation for 
remitting pension contributions. The retirement systems consider the Academy as the Employer-of-Record 
and the Academy is ultimately responsible for remitting retirement contributions to the systems noted below. 

 
Net Pension Liability 

 
The net pension liability reported on the statement of net position represents a liability to employees for 
pensions. Pensions are a component of exchange transactions––between an employer and its employees—of 
salaries and benefits for employee services.  Pensions are provided to an employee—on a deferred-payment 
basis—as part of the total compensation package offered by an employer for employee services each financial 
period.  The obligation to sacrifice resources for pensions is a present obligation because it was created as a 
result of employment exchanges that already have occurred. 

 
The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-term 
variables, including estimated average life expectancies, earnings on investments, cost of living adjustments 
and others.  While these estimates use the best information available, unknowable future events require 
adjusting this estimate annually.   
 
The Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   
The Academy cannot control benefit terms or the manner in which pensions are financed; however, the 
Academy does receive the benefit of employees’ services in exchange for compensation including pension.  
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All contributions 
to date have come solely from these employers (which also includes costs paid in the form of withholdings 
from employees).  State statute requires the pension plans to amortize unfunded liabilities within 30 years.  
If the amortization period exceeds 30 years, each pension plan’s board must propose corrective action to the 
State legislature.  Any resulting legislative change to benefits or funding could significantly affect the net 
pension liability.   Resulting adjustments to the net pension liability would be effective when the changes are 
legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability on 
the accrual basis of accounting.  Any liability for the contractually-required pension contribution outstanding 
at the end of the year is included in intergovernmental payable on the statement of net position. 
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NOTE 12 - DEFINED BENEFIT PENSION PLANS - (Continued) 
 
  Plan Description - School Employees Retirement System (SERS) 
 

Plan Description - The Academy non-teaching employees participate in SERS, a cost-sharing multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability and 
survivor benefits, annual cost-of-living adjustments, and death benefits to plan members and beneficiaries.  
Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  SERS issues a 
publicly available, stand-alone financial report that includes financial statements, required supplementary 
information and detailed information about SERS’ fiduciary net position.  That report can be obtained by 
visiting the SERS website at www.ohsers.org under Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 
 

Eligible to Eligible to
Retire on or before Retire after
August 1, 2017 * August 1, 2017

Full benefits Age 65 with 5 years of services credit: or Age 67 with 10 years of service credit; or
Any age with 30 years of service credit Age 57 with 30 years of service credit

Actuarially reduced benefits Age 60 with 5 years of service credit; or Age 62 with 10 years of service credit; or
Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*  Members with 25 years of service credit as of August 1, 2017, will be included in this plan.  
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that varies 
based on years of service; 2.2% for the first thirty years of service and 2.5% for years of service credit over 
30.  Final average salary is the average of the highest three years of salary. 

 
Effective January 1, 2018, SERS cost-of-living adjustment (COLA) changed from a fixed 3% annual increase 
to one based on the Consumer Price Index (CPI-W) with a cap of 2.5% and a floor of 0%.  SERS also has 
the authority to award or suspend the COLA, or to adjust the COLA above of below CPI-W.  SERS suspended 
the COLA increases for 2018, 2019 and 2020 for current retirees, and confirmed their intent to implement a 
four-year waiting period for the state of a COLA for future retirees. 

  
Funding Policy - Plan members are required to contribute 10% of their annual covered salary and the 
Academy is required to contribute 14% of annual covered payroll.  The contribution requirements of plan 
members and employers are established and may be amended by the SERS’ Retirement Board up to statutory 
maximum amounts of 10% for plan members and 14% for employers.  The Retirement Board, acting with 
the advice of the actuary, allocates the employer contribution rate among four of the System’s funds (Pension 
Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care Fund).  For the fiscal year ended June 
30, 2019, the allocation to pension, death benefits, and Medicare B was 13.5%.  The remaining 0.5% of the 
employer contribution rate was allocated to the Health Care Fund. 
 
The Academy’s contractually required contribution to SERS was $26,382 for fiscal year 2019.  Of this 
amount, $4,643 is reported as intergovernmental payable. 
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NOTE 12 - DEFINED BENEFIT PENSION PLANS - (Continued) 
 

Plan Description - State Teachers Retirement System (STRS) 
 

Plan Description - Licensed teachers participate in STRS Ohio, a cost-sharing multiple-employer public 
employee retirement system administered by STRS.  STRS provides retirement and disability benefits to 
members and death and survivor benefits to beneficiaries.  STRS issues a stand-alone financial report that 
includes financial statements, required supplementary information and detailed information about STRS’ 
fiduciary net position.  That report can be obtained by writing to STRS, 275 E. Broad St., Columbus, OH 
43215-3771, by calling (888) 227-7877, or by visiting the STRS website at www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined Contribution 
(DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307.  The DB 
Plan offers an annual retirement allowance based on final average salary multiplied by a percentage that 
varies based on years of service.  Effective August 1, 2015, the calculation will be 2.2% of final average 
salary for the five highest years of earnings multiplied by all years of service.  Effective July 1, 2017, the 
cost-of-living adjustment was reduced to zero.  Members are eligible to retire at age 60 with five years of 
qualifying service credit, or age 55 with 26 years of service, or 31 years of service regardless of age.  
Eligibility changes will be phased in until August 1, 2026, when retirement eligibility for unreduced benefits 
will be five years of service credit and age 65, or 35 years of service credit and at least age 60. 
 
The DC Plan allows members to place all their member contributions and 9.53% of the 14% employer 
contributions into an investment account.  Investment allocation decisions are determined by the member.  
The remaining 4.47% of the 14% employer rate is allocated to the defined benefit unfunded liability.  A 
member is eligible to receive a retirement benefit at age 50 and termination of employment.  The member 
may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   

 
The Combined Plan offers features of both the DB Plan and the DC Plan.  In the Combined Plan, 12% of the 
14% member rate goes to the DC Plan and the remaining 2% is applied to the DB Plan.  Member contributions 
to the DC Plan are allocated among investment choices by the member, and contributions to the DB Plan 
from the employer and the member are used to fund the defined benefit payment at a reduced level from the 
regular DB Plan.  The defined benefit portion of the Combined Plan payment is payable to a member on or 
after age 60 with five years of service.  The defined contribution portion of the account may be taken as a 
lump sum payment or converted to a lifetime monthly annuity after termination of employment at age 50 or 
later. 

 
New members who choose the DC Plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer to 
another STRS plan.  The optional annuitization of a member’s defined contribution account or the defined 
contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS bearing the 
risk of investment gain or loss on the account.  STRS has therefore included all three plan options as one 
defined benefit plan for GASB 68 reporting purposes.   

 
A DB or Combined Plan member with five or more years of credited service who is determined to be disabled 
may qualify for a disability benefit.  Eligible survivors of members who die before service retirement may 
qualify for monthly benefits.  New members on or after July 1, 2013, must have at least ten years of qualifying 
service credit to apply for disability benefits.  Members in the DC Plan who become disabled are entitled 
only to their account balance.  If a member of the DC Plan dies before retirement benefits begin, the member’s 
designated beneficiary is entitled to receive the member’s account balance.  
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NOTE 12 - DEFINED BENEFIT PENSION PLANS - (Continued) 
 

Funding Policy - Employer and member contribution rates are established by the State Teachers Retirement 
Board and limited by Chapter 3307 of the Ohio Revised Code.  For fiscal year 2019, plan members were 
required to contribute 14% of their annual covered salary.  The Academy was required to contribute 14%; 
the entire 14% was the portion used to fund pension obligations.  The fiscal year 2019 contribution rates were 
equal to the statutory maximum rates. 

 
The Academy’s contractually required contribution to STRS was $78,617 for fiscal year 2019.  Of this amount, 
$10,359 is reported as intergovernmental payable.       

 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions 

 
The net pension liability was measured as of June 30, 2018, and the total pension liability used to calculate 
the net pension liability was determined by an actuarial valuation as of that date. The Academy's proportion 
of the net pension liability was based on the Academy's share of contributions to the pension plan relative to 
the projected contributions of all participating entities.   
 
Following is information related to the proportionate share and pension expense: 

 
SERS STRS Total

Proportion of the net pension

liability prior measurement date 0.01032950% 0.00338924%

Proportion of the net pension

liability current measurement date 0.00489200% 0.00374421%

Change in proportionate share -0.00543750% 0.00035497%

Proportionate share of the net 
pension liability 280,174$           823,268$           1,103,442$        

Pension expense 45,286$             286,695$           331,981$            
 
At June 30, 2019, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  
 

SERS STRS Total
Deferred outflows of resources
Differences between expected and
  actual experience 15,364$       19,004$       34,368$       
Changes of assumptions 6,328           145,898       152,226       
Difference between employer contributions
  and proportionate share of contributions/
  change in proportionate share 61,882         322,306       384,188       
Contributions subsequent to the 
  measurement date 26,382         78,617         104,999       

Total deferred outflows of resources 109,956$     565,825$     675,781$     
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NOTE 12 - DEFINED BENEFIT PENSION PLANS - (Continued) 
 

SERS STRS Total
Deferred inflows of resources
Differences between expected and
  actual experience -$                 5,377$         5,377$         
Net difference between projected and
  actual earnings on pension plan investments 7,762           49,922         57,684         
Difference between employer contributions
  and proportionate share of contributions/
  change in proportionate share 185,115       -                   185,115       

Total deferred inflows of resources 192,877$     55,299$       248,176$     
 

 
$104,999 reported as deferred outflows of resources related to pension resulting from Academy contributions 
subsequent to the measurement date will be recognized as a reduction of the net pension liability in the year 
ending June 30, 2020.  
 
Other amounts reported as deferred outflows of resources and deferred inflows of resources related to pension 
will be recognized in pension expense as follows:  
 

SERS STRS Total
Fiscal Year Ending June 30:

2020 (38,104)$            278,220$           240,116$           
2021 (59,624)              124,920             65,296               
2022 (9,194)                25,114               15,920               
2023 (2,381)                3,655                 1,274                 

Total (109,303)$          431,909$           322,606$           
 

 
Actuarial Assumptions - SERS 

 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67, 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations of an 
ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment termination).  Actuarially determined amounts are subject to continual review and 
potential modifications, as actual results are compared with past expectations and new estimates are made 
about the future. 

 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time of 
each valuation and the historical pattern of sharing benefit costs between the employers and plan members 
to that point.  The projection of benefits for financial reporting purposes does not explicitly incorporate the 
potential effects of legal or contractual funding limitations.   
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NOTE 12 - DEFINED BENEFIT PENSION PLANS - (Continued) 
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration the 
benefits, if any, paid to the employee after termination of employment until the death of the employee and 
any applicable contingent annuitant.  In many cases actuarial calculations reflect several decades of service 
with the employer and the payment of benefits after termination. 

 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial valuation, 
prepared as of June 30, 2018, are presented below: 

 
Wage inflation 3.00%
Future salary increases, including inflation 3.50% to 18.20%
COLA or ad hoc COLA 2.50%, on and after April 1, 2018, COLA's for future

retirees will be delayed for three years following commencement
Investment rate of return 7.50% net of investments expense, including inflation
Actuarial cost method Entry age normal (level percent of payroll)  

 
For 2018, the mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational 
projection and a five-year age set-back for both males and females.  Mortality among service retired 
members, and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with fully generational 
projection with Scale BB, 120% of male rates, and 110% of female rates.  Mortality among disabled members 
was based upon the RP-2000 Disabled Mortality Table, 90% for male rates and 100% for female rates, set 
back five years is used for the period after disability retirement. 

 
 The most recent experience study was completed for the five year period ended June 30, 2015. 
 

The long-term return expectation for the Pension Plan Investments has been determined using a building-
block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  A 
forecasted rate of inflation serves as the baseline for the return expectation.  Various real return premiums 
over the baseline inflation rate have been established for each asset class.  The long-term expected nominal 
rate of return has been determined by calculating a weighted average of the expected real return premiums 
for each asset class, adding the projected inflation rate, and adding the expected return from rebalancing 
uncorrelated asset classes.  
 
The target allocation and best estimates of arithmetic real rates of return for each major assets class are 
summarized in the following table: 

 
Target

Asset Class Allocation

Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Long Term Expected
Real Rate of Return
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NOTE 12 - DEFINED BENEFIT PENSION PLANS - (Continued) 
 
Discount Rate - The total pension liability was calculated using the discount rate of 7.50%.  The projection 
of cash flows used to determine the discount rate assumed the contributions from employers and from the 
members would be computed based on contribution requirements as stipulated by State statute.  Projected 
inflows from investment earning were calculated using the long-term assumed investment rate of return 
(7.50%).  Based on those assumptions, the plan’s fiduciary net position was projected to be available to make 
all future benefit payments of current plan members.  Therefore, the long-term expected rate of return on 
pension plan investments was applied to all periods of projected benefits to determine the total pension 
liability.   

 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate - Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the net pension liability calculated using the discount rate of 7.50%, as well as 
what each plan’s net pension liability would be if it were calculated using a discount rate that is one 
percentage point lower (6.50%), or one percentage point higher (8.50%) than the current rate.    
 

Current
1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)
Academy's proportionate share

of the net pension liability 394,646$          280,174$                184,197$         
 
Actuarial Assumptions - STRS  

 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results used 
in the July 1, 2018, actuarial valuation are presented below:   

 
July 1, 2018

Inflation 2.50%
Projected salary increases 12.50% at age 20 to 

 2.50% at age 65
Investment rate of return 7.45%, net of investment

 expenses, including inflation
Payroll increases 3.00%
Cost-of-living adjustments 0.0%, effective July 1, 2017
  (COLA)  
 
For the July 1, 2018, actuarial valuation, post-retirement mortality rates for healthy retirees are based on the 
RP-2014 Annuitant Mortality Table with 50% of rates through age 69, 70% of rates between ages 70 and 79, 
90% of rates between ages 80 and 84, and 100% of rates thereafter, projected forward generationally using 
mortality improvement scale MP-2016.  Post-retirement disabled mortality rates are based on the RP-2014 
Disabled Mortality Table with 90% of rates for males and 100% of rates for females, projected forward 
generationally using mortality improvement scale MP-2016.  Pre-retirement mortality rates are based on RP-
2014 Employee Mortality Table, projected forward generationally using mortality improvement scale MP-
2016. 
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NOTE 12 - DEFINED BENEFIT PENSION PLANS - (Continued) 
 
Actuarial assumptions used in the July 1, 2018, valuation are based on the results of an actuarial experience 
study for the period July 1, 2011 through June 30, 2016.   
 
STRS Ohio’s investment consultant develops an estimate range for the investment return assumption based 
on the target allocation adopted by the Retirement Board.  The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows: 
 

Target
Asset Class Allocation**

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Long Term Expected
Real Rate of Return *

 
 
*10-Year geometric nominal returns, which include the real rate of return and inflation of 2.25% and does 
not include investment expenses.  Over a 30-year period, STRS’ investment consultant indicates that the 
above target allocations should generate a return above the actuarial rate of return, without net value added 
by management. 

 
**The Target Allocation percentage is effective as of July 1, 2017.  Target weights will be phased in over a 
24-month period concluding on July 1, 2019. 

 
Discount Rate - The discount rate used to measure the total pension liability was 7.45% as of June 30, 2018.  
The projection of cash flows used to determine the discount rate assumes member and employer contributions 
will be made at the statutory contribution rates in accordance with rate increases described above.  For this 
purpose, only employer contributions that are intended to fund benefits of current plan members and their 
beneficiaries are included.  Projected employer contributions that are intended to fund the service costs of 
future plan members and their beneficiaries, as well as projected contributions from future plan members, 
are not included.  Based on those assumptions, STRS’ fiduciary net position was projected to be available to 
make all projected future benefit payments to current plan members as of June 30, 2018.  Therefore, the long-
term expected rate of return on pension plan investments of 7.45% was applied to all periods of projected 
benefit payment to determine the total pension liability as of June 30, 2018. 

 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate - The following table presents the Academy's proportionate share of the net pension liability calculated 
using the current period discount rate assumption of 7.45%, as well as what the Academy's proportionate 
share of the net pension liability would be if it were calculated using a discount rate that is one-percentage-
point lower (6.45%) or one-percentage-point higher (8.45%) than the current rate:  
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NOTE 12 - DEFINED BENEFIT PENSION PLANS - (Continued) 
 

 

Current
1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)
Academy's proportionate share

of the net pension liability 1,202,274$       823,268$                502,490$         
 
NOTE 13 - DEFINED BENEFIT OPEB PLANS 
 

The Academy has contracted with Accel Schools (See Note 15) to provide employee services and to pay 
those employees. However, these contract services do not relieve the Academy of their obligation for 
remitting pension contributions. The retirement systems consider the Academy as the Employer-of-Record 
and the Academy is ultimately responsible for remitting retirement contributions to the systems noted below. 

 
Net OPEB Liability/Asset 
 
The net OPEB liability/asset reported on the statement of net position represents a liability/asset to employees 
for OPEB. OPEB is a component of exchange transactions–between an employer and its employees—of 
salaries and benefits for employee services.  OPEB are provided to an employee—on a deferred-payment 
basis—as part of the total compensation package offered by an employer for employee services each financial 
period.  The obligation to sacrifice resources for OPEB is a present obligation because it was created as a 
result of employment exchanges that already have occurred. 

 
The net OPEB liability/asset represents the Academy’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each OPEB 
plan’s fiduciary net position.  The net OPEB liability/asset calculation is dependent on critical long-term 
variables, including estimated average life expectancies, earnings on investments, cost of living adjustments 
and others.  While these estimates use the best information available, unknowable future events require 
adjusting these estimates annually.   

 
The Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   
The Academy cannot control benefit terms or the manner in which OPEB are financed; however, the 
Academy does receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the liability is solely the obligation of the employer, because they benefit from employee 
services.  OPEB contributions come from these employers and health care plan enrollees which pay a portion 
of the health care costs in the form of a monthly premium.  The Ohio Revised Code permits, but does not 
require the retirement systems to provide healthcare to eligible benefit recipients. Any change to benefits or 
funding could significantly affect the net OPEB liability/asset. Resulting adjustments to the net OPEB 
liability/asset would be effective when the changes are legally enforceable. The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB liability or 
net OPEB asset on the accrual basis of accounting.  Any liability for the contractually-required OPEB 
contribution outstanding at the end of the year is included in intergovernmental payable on the statement of 
net position. 
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NOTE 13 - DEFINED BENEFIT OPEB PLANS - (Continued) 
 
 Plan Description - School Employees Retirement System (SERS) 
 

Health Care Plan Description - The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a 
cost-sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most types 
of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and service 
retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to the death of 
a member or retiree, are eligible for SERS’ health care coverage. Most retirees and dependents choosing 
SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully insured Medicare 
Advantage plan; however, SERS maintains a traditional, self-insured preferred provider organization for its 
non-Medicare retiree population. For both groups, SERS offers a self-insured prescription drug program. 
Health care is a benefit that is permitted, not mandated, by statute.  The financial report of the Plan is included 
in the SERS Comprehensive Annual Financial Report which can be obtained on SERS’ website at 
www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the Ohio 
Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the plan 
selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer contributions.  
Each year, after the allocation for statutorily required pensions and benefits, the Retirement Board may 
allocate the remainder of the employer contribution of 14% of covered payroll to the Health Care Fund in 
accordance with the funding policy. For fiscal year 2019, 0.5% of covered payroll was made to health care. 
An additional health care surcharge on employers is collected for employees earning less than an actuarially 
determined minimum compensation amount, pro-rated if less than a full year of service credit was earned. 
For fiscal year 2019, this amount was $21,600. Statutes provide that no employer shall pay a health care 
surcharge greater than 2% of that employer’s SERS-covered payroll; nor may SERS collect in aggregate 
more than 1.5% of the total statewide SERS-covered payroll for the health care surcharge.  For fiscal year 
2019, the Academy’s surcharge obligation was $1,166. 
 
The surcharge added to the allocated portion of the 14% employer contribution rate is the total amount 
assigned to the Health Care Fund.  The Academy’s contractually required contribution to SERS was $2,143 
for fiscal year 2019.   Of this amount, $1,338 is reported as intergovernmental payable.    

 Plan Description - State Teachers Retirement System (STRS) 
 

 Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part B 
premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the report 
of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227-7877. 
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NOTE 13 - DEFINED BENEFIT OPEB PLANS - (Continued) 
 

Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed by 
STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees, for the most recent year, pay a portion of the health care costs in the form of a monthly premium.  
Under Ohio law, funding for post-employment health care may be deducted from employer contributions, 
currently 14% of covered payroll.  For the fiscal year ended June 30, 2019, STRS did not allocate any 
employer contributions to post-employment health care.   

 
OPEB Liabilities/Assets, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to OPEB 

 
The net OPEB liability/asset was measured as of June 30, 2018, and the total OPEB liability/asset used to 
calculate the net OPEB liability/asset was determined by an actuarial valuation as of that date. The Academy's 
proportion of the net OPEB liability/asset was based on the Academy's share of contributions to the respective 
retirement systems relative to the contributions of all participating entities.  Following is information related 
to the proportionate share and OPEB expense: 

 
SERS STRS Total

Proportion of the net OPEB

liability prior measurement date 0.01000420% 0.00338924%

Proportion of the net OPEB

liability/asset current measurement date 0.00489120% 0.00374421%

Change in proportionate share -0.00511300% 0.00035497%

Proportionate share of the net 
OPEB liability 135,695$           -$                       135,695$           

Proportionate share of the net 
OPEB asset -$                       (60,166)$            (60,166)$            

OPEB expense (19,890)$            (127,579)$          (147,469)$           
 

At June 30, 2019, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  
 

SERS STRS Total
Deferred outflows of resources
Differences between expected and
  actual experience 2,215$            7,028$            9,243$            
Difference between employer contributions
  and proportionate share of contributions/
  change in proportionate share -                     16,695            16,695            
Contributions subsequent to the 
  measurement date 2,143              -                     2,143              

Total deferred outflows of resources 4,358$            23,723$          28,081$           
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NOTE 13 - DEFINED BENEFIT OPEB PLANS - (Continued) 
 

SERS STRS Total
Deferred inflows of resources
Differences between expected and
  actual experience -$                   3,506$            3,506$            
Net difference between projected and
  actual earnings on pension plan investments 203                 6,873              7,076              
Changes of assumptions 12,192            81,981            94,173            
Difference between employer contributions
  and proportionate share of contributions/
  change in proportionate share 133,605          -                     133,605          

Total deferred inflows of resources 146,000$        92,360$          238,360$        
 

 
$2,143 reported as deferred outflows of resources related to OPEB resulting from Academy contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability/asset in the 
year ending June 30, 2020.  Other amounts reported as deferred outflows of resources and deferred inflows 
of resources related to OPEB will be recognized in OPEB expense as follows:  
 

SERS STRS Total
Fiscal Year Ending June 30:

2020 (31,551)$            (12,361)$            (43,912)$            
2021 (29,795)              (12,361)              (42,156)              
2022 (24,230)              (12,361)              (36,591)              
2023 (24,145)              (10,798)              (34,943)              
2024 (24,159)              (10,251)              (34,410)              

Thereafter (9,905)                (10,505)              (20,410)              

Total (143,785)$          (68,637)$            (212,422)$          
 

 
Actuarial Assumptions - SERS 

 
The total OPEB liability is determined by SERS’ actuaries in accordance with GASB Statement No. 74, as 
part of their annual actuarial valuation for each retirement plan. Actuarial valuations of an ongoing plan 
involve estimates of the value of reported amounts (e.g., salaries, credited service) and assumptions about 
the probability of occurrence of events far into the future (e.g., mortality, disabilities, retirements, 
employment terminations). Actuarially determined amounts are subject to continual review and potential 
modifications, as actual results are compared with past expectations and new estimates are made about the 
future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time of 
each valuation and the historical pattern of sharing benefit costs between the employers and plan members 
to that point. The projection of benefits for financial reporting purposes does not explicitly incorporate the 
potential effects of legal or contractual funding limitations. 
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NOTE 13 - DEFINED BENEFIT OPEB PLANS - (Continued) 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations will 
take into account the employee's entire career with the employer and also take into consideration the benefits, 
if any, paid to the employee after termination of employment until the death of the employee and any 
applicable contingent annuitant. In many cases, actuarial calculations reflect several decades of service with 
the employer and the payment of benefits after termination. 

 
Key methods and assumptions used in calculating the total OPEB liability in the latest actuarial valuation 
date of June 30, 2018, are presented below: 

 
Wage inflation 3.00%
Future salary increases, including inflation 3.50% to 18.20%
Investment rate of return 7.50% net of investments

expense, including inflation
Municipal bond index rate:

Measurement date 3.62%
Prior measurement date 3.56%

Single equivalent interest rate, net of plan investment expense,
including price inflation:

Measurement date 3.70%
Prior measurement date 3.63%

Medical trend assumption:
Medicare 5.375 to 4.75%
Pre-Medicare 7.25 to 4.75%  

 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120% of male rates and 110% of female rates. RP-2000 Disabled Mortality Table with 90%  
for male rates and 100% for female rates set back five years. 
 
The most recent experience study was completed for the five year period ended June 30, 2015.   
 
The long-term expected rate of return on plan assets is reviewed as part of the actuarial five-year experience 
study. The most recent study covers fiscal years 2010 through 2015, and was adopted by the Board on April 
21, 2016. Several factors are considered in evaluating the long-term rate of return assumption including long-
term historical data, estimates inherent in current market data, and a log-normal distribution analysis in which 
best-estimate ranges of expected future real rates of return were developed by the investment consultant for 
each major asset class. These ranges were combined to produce the long-term expected rate of return, 7.50%, 
by weighting the expected future real rates of return by the target asset allocation percentage and then adding 
expected inflation. The capital market assumptions developed by the investment consultant are intended for 
use over a 10-year horizon and may not be useful in setting the long-term rate of return for funding pension 
plans which covers a longer timeframe. The assumption is intended to be a long-term assumption and is not 
expected to change absent a significant change in the asset allocation, a change in the inflation assumption, 
or a fundamental change in the market that alters expected returns in future years. 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, as 
used in the June 30, 2015 five-year experience study, are summarized as follows: 
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NOTE 13 - DEFINED BENEFIT OPEB PLANS - (Continued) 
 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return

 
 
Discount Rate - The discount rate used to measure the total OPEB liability at June 30, 2018 was 3.70%. The 
discount rate used to measure total OPEB liability prior to June 30, 2018 was 3.63%. The projection of cash 
flows used to determine the discount rate assumed that contributions will be made from members and the 
System at the state statute contribution rate of 2.00% of projected covered employee payroll each year, which 
includes a 1.50% payroll surcharge and 0.50% of contributions from the basic benefits plan. Based on these 
assumptions, the OPEB plan’s fiduciary net position was projected to become insufficient to make future 
benefit payments during the fiscal year ending June 30, 2025. Therefore, the long-term expected rate of return 
on OPEB plan assets was used to present value the projected benefit payments through the fiscal year ending 
June 30, 2024 and the Fidelity General Obligation 20-year Municipal Bond Index rate of 3.62%, as of June 
30, 2018 (i.e. municipal bond rate), was used to present value the projected benefit payments for the 
remaining years in the projection.  A municipal bond rate of 3.56% was used as of June 30, 2017.  The total 
present value of projected benefit payments from all years was then used to determine the single rate of return 
that was used as the discount rate. The projection of future benefit payments for all current plan members 
was until the benefit payments ran out. 
 
Sensitivity of the Academy's Proportionate Share of the Net OPEB Liability to Changes in the Discount 
Rate and Changes in the Health Care Cost Trend Rates - The net OPEB liability is sensitive to changes in 
the discount rate and the health care cost trend rate. The following table presents the net OPEB liability of 
SERS, what SERS' net OPEB liability would be if it were calculated using a discount rate that is 1 percentage 
point lower (2.70%) and higher (4.70%) than the current discount rate (3.70%).  Also shown is what SERS' 
net OPEB liability would be based on health care cost trend rates that are 1 percentage point lower (6.25% 
decreasing to 3.75%) and higher (8.25% decreasing to 5.75%) than the current rate. 

  
Current

1% Decrease Discount Rate 1% Increase
(2.70%) (3.70%) (4.70%)

Academy's proportionate share
of the net OPEB liability 164,655$                135,695$                112,764$                 

 
Current

1% Decrease Trend Rate 1% Increase
(6.25 % decreasing (7.25 % decreasing (8.25 % decreasing

to 3.75 %) to 4.75 %) to 5.75 %)

Academy's proportionate share
of the net OPEB liability 109,481$                135,695$                170,407$                 
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NOTE 13 - DEFINED BENEFIT OPEB PLANS - (Continued) 
 
Actuarial Assumptions - STRS 

 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results used 
in the July 1, 2018, actuarial valuation, compared with July 1, 2017, are presented below:   
 

July 1, 2017

Inflation 2.50% 2.50%
Projected salary increases 12.50% at age 20 to 12.50% at age 20 to 

 2.50% at age 65  2.50% at age 65
Investment rate of return 7.45%, net of investment 7.45%, net of investment

 expenses, including inflation  expenses, including inflation
Payroll increases 3.00% 3.00%
Cost-of-living adjustments 0.00% 0.00%, effective July 1, 2017
  (COLA)
Discounted rate of return 7.45% N/A
Blended discount rate of return N/A 4.13%
Health care cost trends -5.23% to -9.32% initial, 4.00% ultimate 6 to 11% initial, 4.50% ultimate

Initial Ultimate
  Medical
    Pre-Medicare 6.00% 4.00%
    Medicare 5.00% 4.00%
  Prescription Drug
    Pre-Medicare 8.00% 4.00%
    Medicare -5.23% 4.00%

July 1, 2018

 
 
Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50% of 
rates through age 69, 70% of rates between ages 70 and 79, 90% of rates between ages 80 and 84, and 100% 
of rates thereafter, projected forward generationally using mortality improvement scale MP-2016. For 
disabled retirees, mortality rates are based on the RP-2014 Disabled Mortality Table with 90% of rates for 
males and 100% of rates for females, projected forward generationally using mortality improvement scale 
MP-2016. 
 
Actuarial assumptions used in the June 30, 2018, valuation are based on the results of an actuarial experience 
study for the period July 1, 2011 through June 30, 2016.  
 
Assumption Changes Since the Prior Measurement Date - The discount rate was increased from the blended 
rate of 4.13% to the long-term expected rate of return of 7.45% based on the methodology defined under 
GASB Statement No. 74, Financial Reporting for Postemployment Benefit Plans Other Than Pension Plans 
(OPEB). Valuation year per capita health care costs were updated. 
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NOTE 13 - DEFINED BENEFIT OPEB PLANS - (Continued) 
 
Benefit Term Changes Since the Prior Measurement Date - The subsidy multiplier for non-Medicare 
benefit recipients was increased from 1.90% to 1.944% per year of service effective January 1, 2019. The 
non-Medicare frozen subsidy base premium was increased effective January 1, 2019 and all remaining 
Medicare Part B premium reimbursements will be discontinued beginning January 1, 2020. 

 
STRS’ investment consultant develops an estimate range for the investment return assumption based on the 
target allocation adopted by the Retirement Board.  The target allocation and long-term expected rate of 
return for each major asset class are summarized as follows: 

 
Target

Asset Class Allocation**

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Long Term Expected
Real Rate of Return *

 
 
*10-Year geometric nominal returns, which include the real rate of return and inflation of 2.25% and does 
not include investment expenses.  Over a 30-year period, STRS’ investment consultant indicates that the 
above target allocations should generate a return above the actuarial rate of return, without net value added 
by management. 
 
** The Target Allocation percentage is effective as of July 1, 2017.  Target weights will be phased in over a 
24-month period concluding on July 1, 2019. 
 
Discount Rate - The discount rate used to measure the total OPEB asset was 7.45% as of June 30, 2018.  A 
discount rate used to measure the total OPEB liability was 4.13% as of June 30, 2017.  The projection of cash 
flows used to determine the discount rate assumes STRS Ohio continues to allocate no employer 
contributions to the health care fund. Based on these assumptions, the OPEB plan’s fiduciary net position 
was projected to be available to make all projected future benefit payments to current plan members.   
Therefore, the long-term expected rate of return on health care plan investments of 7.45% was used to 
measure the total OPEB asset as of June 30, 2018.  
 
Sensitivity of the Academy's Proportionate Share of the Net OPEB Asset to Changes in the Discount and 
Health Care Cost Trend Rate - The following table represents the net OPEB asset as of June 30, 2018, 
calculated using the current period discount rate assumption of 7.45%, as well as what the net OPEB asset 
would be if it were calculated using a discount rate that is one percentage point lower (6.45%) or one 
percentage point higher (8.45%) than the current assumption.  Also shown is the net OPEB asset as if it were 
calculated using health care cost trend rates that are one percentage point lower or one percentage point 
higher than the current health care cost trend rates. 
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NOTE 13 - DEFINED BENEFIT OPEB PLANS - (Continued) 
 

Current
1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share
of the net OPEB asset 51,568$               60,166$               67,392$                

 
Current

1% Decrease Trend Rate 1% Increase

Academy's proportionate share
of the net OPEB asset 66,984$               60,166$               53,241$                

 
NOTE 14 - CONTINGENCIES 
 
 A. Grants  
 

The Academy receives significant financial assistance from numerous federal, State and local agencies 
in the form of grants.  The disbursement of funds received under these programs generally requires 
compliance with terms and conditions specified in the grant agreements and are subject to audit by the 
grantor agencies.  Any disallowed claims resulting from such audits could become a liability of the 
Academy.  However, in the opinion of management, any such disallowed claims will not have a material 
effect on the financial position of the Academy. 
 

B. Litigation  
 

The Academy is not involved in any litigation that, in the opinion of management, would have a material 
effect on the financial statements. 
 

C. School Foundation 
 

School foundation funding is based on the annualized full-time equivalent (FTE) enrollment of each 
student.  However, there is an important nexus between attendance and enrollment for Foundation 
funding purposes.  Community schools must provide documentation that clearly demonstrates students 
have participated in learning opportunities. The Ohio Department of Education (ODE) is legislatively 
required to adjust/reconcile funding as enrollment information is updated by schools throughout the 
State, which can extend past the fiscal year end.  
 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal 
year end that may result in an additional adjustment to the enrollment information as well as claw backs 
of Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance.  ODE performed such a review on the Academy for fiscal year 2019.   

 
As a result of the fiscal year 2019 reviews to-date, the Academy is due $3,037 from ODE. $3,037 was 
included in the financial statements as an intergovernmental receivable. 
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NOTE 14 - CONTINGENCIES - (Continued) 
 

In addition, the Academy’s contract with their Sponsor and Management Company require payment 
based on revenues received from the State.  As discussed above, the Academy is due $3,037 from ODE 
as a result of the fiscal year 2019 FTE reviews to-date.  The Academy owes $91 to their Sponsor and 
$395 to their Management Company as a result. These amounts have not been included in the financial 
statements. 
 

NOTE 15 - MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES 
 

The Academy entered into an agreement with Accel Schools Ohio LLC, a management company, to 
provide legal, financial, and other management support services commencing on July 1, 2017 and ending 
on June 30, 2020.  Management fees are calculated as 13% of the Academy’s State Revenue, plus 
$20,000 for managing Federal funds. The total amount due from the Academy for the fiscal year ending 
June 30, 2019 was $288,719 and is included under “Purchased Services” on the Statement of Revenues, 
Expenses and Change in Net Position. 
 
Also, per the management agreement there are expenses that will be billed to the Academy based on the 
actual costs incurred by Accel Schools.  These expenses include rent, salaries of Accel employees 
working at the Academy and other costs related to providing education and administrative services.  The 
total amount billed to the Academy inclusive of management fees during fiscal year 2019 was 
$1,372,563.  
 
The following is a summary of management company expenses during the fiscal year: 
 

Support
Regular Services Total

Direct expenses:

Salaries & wages 672,375$         -$             672,375$       
Employees' benefits 217,889           -               217,889         
Professional & technical services -                  426,730       426,730         
Property services -                  361,499       361,499         

Utilities -                  96,137         96,137           

Contracted craft or trade services -                  210,789       210,789         

Supplies 58,673             25,663         84,336           

Other direct costs -                  16,092         16,092           
Indirect expenses:

Overhead -                  103,933       103,933         

Total expenses 948,937$         1,240,843$  2,189,780$    

 
Accel Schools Ohio, LLC charges expenses benefiting more than one school (i.e. overhead) are pro-
rated based on full time equivalent (FTE) head count as of June 30, 2019 by each school it manages.  
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NOTE 16 - SUBSEQUENT EVENTS 

The United States and the State of Ohio declared a state of emergency in March 2020 due to the COVID-
19 pandemic.  The financial impact of COVID-19 and the ensuing emergency measures will impact 
subsequent periods of the Academy.  The investments of the pension and other employee benefit plan in 
which the Academy participates have incurred a significant decline in fair value, consistent with the 
general decline in financial markets.  However, because the values of individual investments fluctuate 
with market conditions, and due to market volatility, the amount of losses that will be recognized in 
subsequent periods, if any, cannot be determined.  In addition, the impact on the Academy's future 
operating costs, revenues, and any recovery from emergency funding, either federal or state, cannot be 
estimated. 

NOTE 17 - MANAGEMENT PLAN 

For fiscal year 2019, the Academy had an operating loss of $465,473 and a negative net position of 
$1,169,719. 

Management continues to take steps towards increasing student enrollment and containing costs, which 
would provide additional State funding and reduce expenses respectively, enabling the Academy to 
return to financial stability. 
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REQUIRED SUPPLEMENTARY INFORMATION
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2019 2018 2017 2016

Academy's proportion of the 
net pension liability 0.00489200% 0.01032950% 0.01044530% 0.00580960%

Academy's proportionate share of the 
net pension liability 280,174$           617,165$           764,500$           331,501$           

Academy's covered payroll N/A 315,471$           344,971$           174,901$           

Academy's proportionate share of the 
net pension liability as a percentage of its
covered payroll N/A 195.63% 221.61% 189.54%

Plan fiduciary net position as a percentage
of the total pension liability 71.36% 69.50% 62.98% 69.16%

Note: Information prior to 2016 was unavailable.  Schedule is intended to show information
for 10 years.  Additional years will be displayed as they become available.

N/A - Beginning with fiscal year 2018, the Academy was staffed by employees of a non-governmental 
management company. The Academy is considered the non-employer contributing entity.

Amounts presented for each fiscal year were determined as of the 
Academy's measurement date which is the prior year-end.

SEE ACCOMPANYING NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION

EASTLAND PREPARATORY ACADEMY
FRANKLIN COUNTY, OHIO

SCHEDULES OF REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF THE ACADEMY'S PROPORTIONATE SHARE OF 
THE NET PENSION LIABILITY

SCHOOL EMPLOYEES RETIREMENT SYSTEM (SERS) OF OHIO

LAST FOUR FISCAL YEARS
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2019 2018 2017 2016

Academy's proportion of the 
net pension liability 0.00374421% 0.00338924% 0.00328330% 0.00225767%

Academy's proportionate share of the 
net pension liability 823,268$           805,121$           1,099,019$        623,954$           

Academy's covered payroll N/A 364,771$           357,436$           273,886$           

Academy's proportionate share of the 
net pension liability as a percentage of its
covered payroll N/A 220.72% 307.47% 227.82%

Plan fiduciary net position as a percentage
of the total pension liability 77.31% 75.30% 66.80% 72.10%

Note: Information prior to 2016 was unavailable.  Schedule is intended to show information
for 10 years.  Additional years will be displayed as they become available.

N/A - Beginning with fiscal year 2018, the Academy was staffed by employees of a non-governmental 
management company. The Academy is considered the non-employer contributing entity.

Amounts presented for each fiscal year were determined as of the 
Academy's measurement date which is the prior year-end.

SEE ACCOMPANYING NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION

LAST FOUR FISCAL YEARS

EASTLAND PREPARATORY ACADEMY
FRANKLIN COUNTY, OHIO

SCHEDULES OF REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF THE ACADEMY'S PROPORTIONATE SHARE OF 
THE NET PENSION LIABILITY

STATE TEACHERS RETIREMENT SYSTEM (STRS) OF OHIO
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2019 2018 2017 2016

Contractually required contribution 26,382$             19,527$             44,166$             48,296$             

Contributions in relation to the 
contractually required contribution (26,382)             (19,527)             (44,166)             (48,296)             

Contribution deficiency (excess) -$                      -$                      -$                      -$                      

Academy's covered payroll N/A N/A 315,471$           344,971$           

Contributions as a percentage of
covered payroll N/A N/A 14.00% 14.00%

Note:  The Academy began contributing to SERS during fiscal year 2015.  Schedule is intended
to show information for 10 years.  Additional years will be displayed as they become available.

N/A - Beginning with fiscal year 2018, the Academy was staffed by employees of a non-governmental 
management company. The Academy is considered the non-employer contributing entity.

SEE ACCOMPANYING NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION

LAST FIVE FISCAL YEARS

EASTLAND PREPARATORY ACADEMY
FRANKLIN COUNTY, OHIO

SCHEDULES OF REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF ACADEMY'S PENSION CONTRIBUTIONS
SCHOOL EMPLOYEES RETIREMENT SYSTEM (SERS) OF OHIO
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2015

23,052$             

(23,052)             

-$                      

174,901$           

13.18%
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2019 2018 2017 2016

Contractually required contribution 78,617$             66,792$             51,068$             50,041$             

Contributions in relation to the 
contractually required contribution (78,617)             (66,792)             (51,068)             (50,041)             

Contribution deficiency (excess) -$                      -$                      -$                      -$                      

Academy's covered payroll N/A N/A 364,771$           357,436$           

Contributions as a percentage of
covered payroll N/A N/A 14.00% 14.00%

Note:  The Academy began contributing to STRS during fiscal year 2015.  Schedule is intended
to show information for 10 years.  Additional years will be displayed as they become available.

N/A - Beginning with fiscal year 2018, the Academy was staffed by employees of a non-governmental 
management company. The Academy is considered the non-employer contributing entity.

LAST FIVE FISCAL YEARS

SEE ACCOMPANYING NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION

EASTLAND PREPARATORY ACADEMY
FRANKLIN COUNTY, OHIO

SCHEDULES OF REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF ACADEMY'S PENSION CONTRIBUTIONS
STATE TEACHERS RETIREMENT SYSTEM (STRS) OF OHIO
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2015

38,344$             

(38,344)             

-$                      

273,886$           

14.00%

47
Attachment 26: Audited Financial Statements Page 2714



2019 2018 2017

Academy's proportion of the 
net OPEB liability 0.00489120% 0.01000420% 0.01025991%

Academy's proportionate share of the 
net OPEB liability 135,695$           268,486$           292,446$           

Academy's covered payroll N/A 315,471$           344,971$           

Academy's proportionate share of the 
net OPEB liability as a percentage of its
covered payroll N/A 85.11% 84.77%

Plan fiduciary net position as a percentage
of the total OPEB liability 13.57% 12.46% 11.49%

Note: Information prior to 2017 was unavailable.  Schedule is intended to show information
for 10 years.  Additional years will be displayed as they become available.

N/A - Beginning with fiscal year 2018, the Academy was staffed by employees of a non-governmental 
management company. The Academy is considered the non-employer contributing entity.

Amounts presented for each fiscal year were determined as of the 
Academy's measurement date which is the prior year-end.

SEE ACCOMPANYING NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION

LAST THREE FISCAL YEARS

EASTLAND PREPARATORY ACADEMY
FRANKLIN COUNTY, OHIO

SCHEDULES OF REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF THE ACADEMY'S PROPORTIONATE SHARE OF 
THE NET OPEB LIABILITY

SCHOOL EMPLOYEES RETIREMENT SYSTEM (SERS) OF OHIO
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2019 2018 2017

Academy's proportion of the 
net OPEB liability/asset 0.00374421% 0.00338924% 0.00328330%

Academy's proportionate share of the 
net OPEB liability/asset (60,166)$           132,236$           175,592$           

Academy's covered payroll N/A 364,771$           357,436$           

Academy's proportionate share of the 
net OPEB liability/asset as a percentage of its
covered payroll N/A 36.25% 49.13%

Plan fiduciary net position as a percentage
of the total OPEB liability/asset 176.00% 47.10% 37.33%

Note: Information prior to 2017 was unavailable.  Schedule is intended to show information
for 10 years.  Additional years will be displayed as they become available.

N/A - Beginning with fiscal year 2018, the Academy was staffed by employees of a non-governmental 
management company. The Academy is considered the non-employer contributing entity.

Amounts presented for each fiscal year were determined as of the 
Academy's measurement date which is the prior year-end.

SEE ACCOMPANYING NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION

LAST THREE FISCAL YEARS

EASTLAND PREPARATORY ACADEMY
FRANKLIN COUNTY, OHIO

SCHEDULES OF REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF THE ACADEMY'S PROPORTIONATE SHARE OF 
THE NET OPEB LIABILITY/ASSET

STATE TEACHERS RETIREMENT SYSTEM (STRS) OF OHIO
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2019 2018 2017 2016

Contractually required contribution 2,143$               3,047$               3,242$               3,796$               

Contributions in relation to the 
contractually required contribution (2,143)               (3,047)               (3,242)               (3,796)               

Contribution deficiency (excess) -$                      -$                      -$                      -$                      

Academy's covered payroll N/A N/A 315,471$           344,971$           

Contributions as a percentage of
covered payroll N/A N/A 1.03% 1.10%

Note:  The Academy began contributing to SERS during fiscal year 2015.  Schedule is intended
to show information for 10 years.  Additional years will be displayed as they become available.

N/A - Beginning with fiscal year 2018, the Academy was staffed by employees of a non-governmental 
management company. The Academy is considered the non-employer contributing entity.

SEE ACCOMPANYING NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION

EASTLAND PREPARATORY ACADEMY
FRANKLIN COUNTY, OHIO

SCHEDULES OF REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF ACADEMY'S OPEB CONTRIBUTIONS
SCHOOL EMPLOYEES RETIREMENT SYSTEM (SERS) OF OHIO

LAST FIVE FISCAL YEARS
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2015

3,003$               

(3,003)               

-$                      

174,901$           

1.72%
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2019 2018 2017 2016

Contractually required contribution -$                     -$                     -$                     -$                     

Contributions in relation to the 
contractually required contribution -                       -                       -                       -                       

Contribution deficiency (excess) -$                     -$                     -$                     -$                     

Academy's covered payroll N/A N/A 364,771$          357,436$          

Contributions as a percentage of
covered payroll N/A N/A 0.00% 0.00%

Note:  The Academy began contributing to STRS during fiscal year 2015.  Schedule is intended
to show information for 10 years.  Additional years will be displayed as they become available.

N/A - Beginning with fiscal year 2018, the Academy was staffed by employees of a non-governmental 
management company. The Academy is considered the non-employer contributing entity.

FRANKLIN COUNTY, OHIO
EASTLAND PREPARATORY ACADEMY

SEE ACCOMPANYING NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION

LAST FIVE FISCAL YEARS

STATE TEACHERS RETIREMENT SYSTEM (STRS) OF OHIO
SCHEDULE OF ACADEMY'S OPEB CONTRIBUTIONS

SCHEDULES OF REQUIRED SUPPLEMENTARY INFORMATION
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2015

-$                     

-                       

-$                     

273,886$          

0.00%
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EASTLAND PREPARATORY ACADEMY
FRANKLIN COUNTY, OHIO

NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION
FOR THE FISCAL YEAR ENDED JUNE 30, 2019

Changes in assumptions: There were no changes in methods and assumptions used in the calculation of actuarial determined contributions
for fiscal years 2014-2017. For fiscal year 2018, the following changes of assumption affected the total pension liability since the prior
measurement date: (a) the long term expected rate of return was reduced from 7.75% to 7.45%, (b) the inflation assumption was lowered
from 2.75% to 2.50%, (c) the payroll growth assumption was lowered to 3.00%, (d) total salary increases rate was lowered by decreasing
the merit component of the individual salary increases, in addition to a decrease of 0.25% due to lower inflation (e) the healthy and disabled
mortality assumptions were updated to the RP-2014 mortality tables with generational improvement scale MP-2016 and (f) rates of
retirement, termination and disability were modified to better reflect anticipated future experience. There were no changes in methods and
assumptions used in the calculation of actuarial determined contributions for fiscal year 2019.

(Continued)

PENSION

SCHOOL EMPLOYEES RETIREMENT SYSTEM (SERS) OF OHIO

Changes in benefit terms: There were no changes in benefit terms from the amounts reported for fiscal years 2014-2017. For fiscal year
2018, SERS changed from a fixed 3% annual increase to a Cost of Living Adjustment (COLA) based on the changes in the Consumer Price
Index (CPI-W), with a cap of 2.5% and a floor of 0%. There were no changes in benefit terms from the amounts previously reported for
fiscal year 2019. 

Changes in assumptions: There were no changes in methods and assumptions used in the calculation of actuarial determined contributions
for fiscal years 2014-2016. For fiscal year 2017, the following changes of assumptions affected the total pension liability since the prior
measurement date: (a) the assumed rate of inflation was reduced from 3.25% to 3.00%, (b) payroll growth assumption was reduced from
4.00% to 3.50%, (c) assumed real wage growth was reduced from 0.75% to 0.50%, (d) Rates of withdrawal, retirement and disability were
updated to reflect recent experience, (e) mortality among active members was updated to RP-2014 Blue Collar Mortality Table with fully
generational projection and a five year age set-back for both males and females, (f) mortality among service retired members, and
beneficiaries was updated to the following RP-2014 Blue Collar Mortality Table with fully generational projection with Scale BB, 120% of
male rates, and 110% of female rates, (g) mortality among disabled members was updated to RP-2000 Disabled Mortality Table, 90% for
male rates and 100% for female rates, set back five years is used for the period after disability retirement and (h) the discount rate was
reduced from 7.75% to 7.50%. There were no changes in methods and assumptions used in the calculation of actuarial determined
contributions for fiscal years 2018-2019. 

STATE TEACHERS RETIREMENT SYSTEM (STRS) OF OHIO

Changes in benefit terms: There were no changes in benefit terms from the amounts reported for fiscal years 2014-2017. For fiscal year
2018, STRS decreased the Cost of Living Adjustment (COLA) to zero. There were no changes in benefit terms from amounts previously
reported for fiscal year 2019.
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EASTLAND PREPARATORY ACADEMY
FRANKLIN COUNTY, OHIO

NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2019

Changes in assumptions: There were no changes in methods and assumptions used in the calculation of actuarial determined contributions
for fiscal year 2017. For fiscal year 2018, the following changes of assumption affected the total OPEB liability since the prior
measurement date: (a) the discount rate was increased from 3.26% to 4.13% based on the methodology defined under GASB Statement No.
74, Financial Reporting for Postemployment Benefit Plans Other Than Pension Plans (OPEB), (b) the long term expected rate of return was
reduced from 7.75% to 7.45%, (c) valuation year per capita health care costs were updated, and the salary scale was modified, (d) the
percentage of future retirees electing each option was updated based on current data and the percentage of future disabled retirees and
terminated vested participants electing health coverage were decreased and (e) the assumed mortality, disability, retirement, withdrawal and
future health care cost trend rates were modified along with the portion of rebated prescription drug costs. For fiscal year 2019, the
following changes of assumptions affected the total OPEB liability since the prior measurement date: (a) the discount rate was increased
from the blended rate of 4.13% to the long-term expected rate of return of 7.45% based on the methodology defined under GASB Statement
No. 74, Financial Reporting for Postemployment Benefit Plans Other Than Pension Plans (OPEB) and (b) decrease in trend rates from
6.00%-11.00 initial; 4.50% ultimate down to Medical Pre-Medicare 6.00% and Medicare 5.00% initial; 4.00% ultimate and Prescription
Drug Pre-Medicare 8.00% and Medicare (5.23%) initial; 4.00% ultimate.

OTHER POSTEMPLOYMENT BENEFITS (OPEB)

SCHOOL EMPLOYEES RETIREMENT SYSTEM (SERS) OF OHIO

Changes in benefit terms: There were no changes in benefit terms from the amounts previously reported for fiscal years 2017-2019.

Changes in assumptions: There were no changes in methods and assumptions used in the calculation of actuarial determined contributions
for fiscal year 2017. For fiscal year 2018, the following changes of assumptions affected the total OPEB liability since the prior
measurement date: (a) assumed rate of inflation was reduced from 3.25% to 3.00%, (b) payroll growth assumption was reduced from 4.00%
to 3.50%, (c) assumed real wage growth was reduced from 0.75% to 0.50%, (d) rates of withdrawal, retirement, and disability were updated
to reflect recent experience, (e) mortality among active members was updated to the following: RP-2014 Blue Collar Mortality Table with
fully generational projection and a five-year age set-back for both males and females, (f) mortality among service retired members, and
beneficiaries was updated to the following: RP-2014 Blue Collar Mortality Table with fully generational projection with Scale BB, 120% of
male rates, and 110% of female rates, (g) mortality among disabled members was updated to the following: RP-2000 Disabled Mortality
Table, 90% for male rates and 100% for female rates, set back five years is used for the period after disability retirement, (h) the municipal
bond index rate increased from 2.92% to 3.56% and (i) the single equivalent interest rate, net of plan investment expense, including price
inflation increased from 2.98% to 3.63%. For fiscal year 2019, the following changes of assumptions affected the total OPEB liability since
the prior measurement date: (a) the discount rate increased from 3.63% to 3.70%, (b) the health care cost trend rate for Medicare were
changed from a range of 5.50%-5.00% to a range of 5.375%-4.75% and Pre-Medicare were changed from a range of 7.50%-5.00% to a
range of 7.25%-4.75%, (c) the municipal bond index rate increased from 3.56% to 3.62% and (i) the single equivalent interest rate, net of
plan investment expense, including price inflation increased from 3.63% to 3.70%.  

STATE TEACHERS RETIREMENT SYSTEM (STRS) OF OHIO

Changes in benefit terms: There were no changes in benefit terms from the amounts previously reported for fiscal year 2017. For fiscal year
2018, STRS reduced the subsidy multiplier for non-Medicare benefit recipients from 2.1% to 1.9% per year of service. Medicare Part B
premium reimbursements were discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium
reimbursements will be discontinued beginning January 2019. For fiscal year 2019, STRS increased the subsidy multiplier for non-
Medicare benefit recipients from 1.9% to 1.944% per year of service effective January 1, 2019. The non-Medicare frozen subsidy base
premium was increased January 1, 2019 and all remaining Medicare Part B premium reimbursements will be discontinued beginning
January 1, 2020.
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88 East Broad Street, 5th Floor 
 Columbus, Ohio 43215-3506 

(614) 466-3402 or (800) 443-9275 
CentralRegion@ohioauditor.gov 

 

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 

REQUIRED BY GOVERNMENT AUDITING STANDARDS 
 
 
 
Eastland Preparatory Academy 
Franklin County 
2741 S. Hamilton Road 
Columbus, Ohio 43232 
 
To the Board of Directors: 
 
We have audited, in accordance with auditing standards generally accepted in the United States and the 
Comptroller General of the United States’ Government Auditing Standards, the financial statements of 
Eastland Preparatory Academy, Franklin County, (the Academy) as of and for the year ended June 30, 
2019, and the related notes to the financial statements, which collectively comprise the Academy’s basic 
financial statements and have issued our report thereon dated April 27, 2020, wherein we noted the 
financial impact of COVID-19 and the ensuing emergency measures will impact subsequent periods of the 
Academy.  We also noted the Academy is experiencing certain financial difficulties. 

 
Internal Control Over Financial Reporting 
 
As part of our financial statement audit, we considered the Academy’s internal control over financial 
reporting (internal control) to determine the audit procedures appropriate in the circumstances to the extent 
necessary to support our opinion on the financial statements, but not to the extent necessary to opine on 
the effectiveness of the Academy’s internal control.  Accordingly, we have not opined on it.   
 
A deficiency in internal control exists when the design or operation of a control does not allow management 
or employees, when performing their assigned functions, to prevent, or detect and timely correct 
misstatements.  A material weakness is a deficiency, or combination of internal control deficiencies resulting 
in a reasonable possibility that internal control will not prevent or detect and timely correct a material 
misstatement of the Academy’s financial statements.  A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important 
enough to merit attention by those charged with governance.   
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all internal control deficiencies that might be material weaknesses 
or significant deficiencies. Given these limitations, we did not identify any deficiencies in internal control 
that we consider material weaknesses.  However, unidentified material weaknesses may exist.  
 
Compliance and Other Matters 

 
As part of reasonably assuring whether the Academy’s financial statements are free of material 
misstatement, we tested its compliance with certain provisions of laws, regulations, contracts, and grant 
agreements, noncompliance with which could directly and materially affect the determination of financial 
statement amounts.  However, opining on compliance with those provisions was not an objective of our 
audit and accordingly, we do not express an opinion. The results of our tests disclosed no instances of 
noncompliance or other matters we must report under Government Auditing Standards.   
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Purpose of this Report 
 

This report only describes the scope of our internal control and compliance testing and our testing results, 
and does not opine on the effectiveness of the Academy’s internal control or on compliance.  This report is 
an integral part of an audit performed under Government Auditing Standards in considering the Academy’s 
internal control and compliance.  Accordingly, this report is not suitable for any other purpose. 
 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
 
Columbus, Ohio 
 
April 27, 2020 
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SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 

JUNE 30, 2019 

Finding 
Number  

Finding 
Summary  Status Additional Information 

2018-001  Financial Reporting Partially 
Corrected 

Classification of management 
company employee wages as 
purchased services and accounts 
payable has been substantially 
corrected for fiscal year 2019.  This 
comment will be repeated in the 
management letter. 

2018-002 Finding for Recovery – 
Repaid Under Audit 

Fully 
Corrected 
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Phone: 614-466-4514 or 800-282-0370 

www.ohioauditor.gov 

 
 

EASTLAND PREPARATORY ACADEMY 
 

FRANKLIN COUNTY 
 
 

CLERK’S CERTIFICATION 
This is a true and correct copy of the report which is required to be filed in the Office of the 
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio. 

 
 
 
 
 
 

 
 

CLERK OF THE BUREAU 
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88 East Broad Street, 5th Floor 
 Columbus, Ohio 43215-3506 

(614) 466-3402 or (800) 443-9275 
CentralRegion@ohioauditor.gov 

 

 
 
 
 

 
 
 

 
INDEPENDENT AUDITOR’S REPORT 

 
Eastland Preparatory Academy 
Franklin County 
2741 S. Hamilton Road 
Columbus, Ohio 43232 
 
To the Board of Directors: 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of Eastland Preparatory Academy, Franklin 
County, Ohio (the Academy), as of and for the year ended June 30, 2018, and the related notes to the 
financial statements, which collectively comprise the Academy’s basic financial statements as listed in the 
table of contents.   
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for preparing and fairly presenting these financial statements in accordance 
with accounting principles generally accepted in the United States of America; this includes designing, 
implementing, and maintaining internal control relevant to preparing and fairly presenting financial 
statements that are free from material misstatement, whether due to fraud or error. 
 
Auditor's Responsibility 
 
Our responsibility is to opine on these financial statements based on our audit. We audited in accordance 
with auditing standards generally accepted in the United States of America and the financial audit standards 
in the Comptroller General of the United States’ Government Auditing Standards. Those standards require 
us to plan and perform the audit to reasonably assure the financial statements are free from material 
misstatement.  
 
An audit requires obtaining evidence about financial statement amounts and disclosures. The procedures 
selected depend on our judgment, including assessing the risks of material financial statement 
misstatement, whether due to fraud or error. In assessing those risks, we consider internal control relevant 
to the Academy’s preparation and fair presentation of the financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not to the extent needed to opine on the 
effectiveness of the Academy's internal control. Accordingly, we express no such opinion. An audit also 
includes evaluating the appropriateness of management’s accounting policies and the reasonableness of 
their significant accounting estimates, as well as our evaluation of the overall financial statement 
presentation. 
 
We believe the audit evidence we obtained is sufficient and appropriate to support our audit opinion.   
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of Eastland Preparatory Academy, Franklin County, Ohio, as of June 30, 2018, and the changes  
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in its financial position and its cash flows for the year then ended in accordance with the accounting 
principles generally accepted in the United States of America.  
 
Emphasis of Matters 
 
As discussed in Note 3 to the financial statements, during 2018, the Academy adopted new accounting 
guidance in Governmental Accounting Standards Board (GASB) Statement No. 75, Accounting and 
Financial Reporting for Postemployment Benefits Other Than Pensions.   
 
Additionally, as discussed in Note 17 to the financial statements, the Academy has suffered recurring losses 
from operations and has a net deficiency.  Note 17 also describes management’s evaluation of the events 
and conditions and their plans to mitigate these matters.   
 
Our opinion is unmodified regarding these matters. 
 
Other Matters 
 
Required Supplementary Information  
 
Accounting principles generally accepted in the United States of America require this presentation to include 
management’s discussion and analysis and schedules of net pension and other post-employment benefit 
liabilities and pension and other post-employment benefit contributions listed in the table of contents, to 
supplement the basic financial statements. Although this information is not part of the basic financial 
statements, the Governmental Accounting Standards Board considers it essential for placing the basic 
financial statements in an appropriate operational, economic, or historical context. We applied certain 
limited procedures to the required supplementary information in accordance with auditing standards 
generally accepted in the United States of America, consisting of inquiries of management about the 
methods of preparing the information and comparing the information for consistency with management’s 
responses to our inquiries, to the basic financial statements, and other knowledge we obtained during our 
audit of the basic financial statements. We do not opine or provide any assurance on the information 
because the limited procedures do not provide us with sufficient evidence to opine or provide any other 
assurance.  
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated August 30, 2019, 
on our consideration of the Academy’s internal control over financial reporting and our tests of its 
compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters.  
That report describes the scope of our internal control testing over financial reporting and compliance, and 
the results of that testing, and does not opine on internal control over financial reporting or on compliance.  
That report is an integral part of an audit performed in accordance with Government Auditing Standards in 
considering the Academy’s internal control over financial reporting and compliance.  
 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
 
Columbus, Ohio  
 
August 30, 2019 
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The management’s discussion and analysis of the Eastland Preparatory Academy (the “Academy”), formerly known as 
the Berwyn East Academy, provides an overall review of the Academy’s financial activities for fiscal year 2018.  The 
intent of this discussion and analysis is to look at the Academy’s financial performance as a whole; readers should also 
review the notes to the basic financial statements and financial statements to enhance their understanding of the 
Academy’s financial performance. 
 
Financial Highlights 
 
Key financial highlights for fiscal year 2018 are as follows: 
 
 On March 20, 2018, the Governing Board of the Academy approved a resolution to change the name of the Berwyn 

East Academy to the Eastland Preparatory Academy.  The name change was effective with the State of Ohio 
Secretary of State on March 21, 2018.  

 
 In total, net position was a deficit of $950,377 at June 30, 2018, which represented an 1.44% increase from 2017’s 

restated net position. 
 
 The Academy had operating revenues of $1,295,590, operating expenses of $1,503,491, non-operating revenues of 

$221,901, and non-operating expenses of $127 for fiscal year 2018.  Total change in net position for the Academy 
was an increase of $13,873. 

 
Using the Basic Financial Statements 
 
This annual report consists of management’s discussion and analysis, the basic financial statements and the notes to 
those statements.  These statements are organized so the reader can understand the Academy’s financial activities.   The 
statement of net position and statement of revenues, expenses and changes in net position provides information about the 
activities of the Academy, including all short-term and long-term financial resources and obligations.   
 
Reporting Academy’s Financial Activities 
 
Statement of Net Position, Statement of Revenues, Expenses, and Changes in Net Position and the Statement of Cash 
Flows 
 
These documents look at all financial transactions and ask the question, “How did we do financially during 2018?”  The 
statement of net position and the statement of revenues, expenses and changes in net position answer this question.  
These statements include all assets, deferred outflows of resources, liabilities, deferred inflows of resources, revenues 
and expenses using the accrual basis of accounting similar to the accounting used by most private-sector companies.  
This basis of accounting will take into account all of the current year’s revenues and expenses regardless of when cash is 
received or paid. 
 
These two statements report the Academy’s net position and changes in net position.  This change in net position is 
important because it tells the reader that, for the Academy as a whole, the financial position of the Academy has 
improved or diminished. The causes of this change may be the result of many factors, some financial, some not.  These 
statements can be found on pages 9 and 10 of this report.   
 
The statement of cash flows provides information about how the Academy finances and meets the cash flow needs of its 
operations.  The statement of cash flows can be found on page 11 of this report.   
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The notes provide additional information that is essential to a full understanding of the data provided in the financial 
statements.  These notes to the basic financial statements can be found on pages 13 through 40 of this report. 
 
In addition to the basic financial statements and accompanying notes, this report also presents certain required 
supplementary information concerning the Academy’s net pension liability and net OPEB liability.  The required 
supplementary information can be found on pages 42 through 51 of this report. 
 
The table below provides a summary of the Academy’s net position for fiscal years 2018 and 2017. The net position at 
June 30, 2017 has been restated as described in Note 3.   
 

Net Position

Restated
     2018          2017     

Assets
Current assets 165,111$            204,062$           
Non-current assets 861                     28,900               

Total assets 165,972              232,962             

Deferred Outflows of Resources
Pension 1,017,680           1,330,312          
OPEB 15,537                3,242                 

Total deferred outflows of resources 1,033,217           1,333,554          

Liabilities
Current liabilities 232,074              199,209             
Non-current liabilities:
Net pension liability 1,422,286           1,863,519          
Net OPEB liability 400,722              468,038             

Total liabilities 2,055,082           2,530,766          

Deferred Inflows of Resources
Pensions 44,249                -                         
OPEB 50,235                -                         

Total deferred inflows of resources 94,484                -                         

Net Position
Net investment in capital assets 346                     26,424               
Unrestricted (deficit) (950,723)            (990,674)            

Total net position (deficit) (950,377)$          (964,250)$          
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The net pension liability (NPL) is the largest single liability reported by the Academy at June 30, 2018 and is reported 
pursuant to GASB Statement 68, “Accounting and Financial Reporting for Pensions—an Amendment of GASB 
Statement 27.”   For fiscal year 2018, the Academy adopted GASB Statement 75, “Accounting and Financial Reporting 
for Postemployment Benefits Other Than Pensions,” which significantly revises accounting for costs and liabilities 
related to other postemployment benefits (OPEB).  For reasons discussed below, many end users of this financial 
statement will gain a clearer understanding of the Academy’s actual financial condition by adding deferred inflows 
related to pension and OPEB, the net pension liability and the net OPEB liability to the reported net position and 
subtracting deferred outflows related to pension and OPEB. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial reports prepared 
in accordance with generally accepted accounting principles.  Prior accounting for pensions (GASB 27) and 
postemployment benefits (GASB 45) focused on a funding approach.  This approach limited pension and OPEB costs to 
contributions annually required by law, which may or may not be sufficient to fully fund each plan’s net pension liability 
or net OPEB liability.  GASB 68 and GASB 75 take an earnings approach to pension and OPEB accounting; however, 
the nature of Ohio’s statewide pension/OPEB plans and state law governing those systems requires additional 
explanation in order to properly understand the information presented in these statements. 

 
GASB 68 and GASB 75 require the net pension liability and the net OPEB liability to equal the Academy’s 
proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive employees’ past 
service.  

2. Minus plan assets available to pay these benefits. 
 

GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the “employment exchange” – 
that is, the employee is trading his or her labor in exchange for wages, benefits, and the promise of a future pension and 
other postemployment benefits.  GASB noted that the unfunded portion of this promise is a present obligation of the 
government, part of a bargained-for benefit to the employee, and should accordingly be reported by the government as a 
liability since they received the benefit of the exchange.  However, the Academy is not responsible for certain key factors 
affecting the balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with the 
employer.  Both employer and employee contribution rates are capped by State statute.  A change in these caps requires 
action of both Houses of the General Assembly and approval of the Governor.  Benefit provisions are also determined by 
State statute.  The Ohio Revised Code permits, but does not require, the retirement systems to provide healthcare to 
eligible benefit recipients.  The retirement systems may allocate a portion of the employer contributions to provide for 
these OPEB benefits. 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is limited not by 
contract but by law.  The employer enters the exchange also knowing that there is a specific, legal limit to its 
contribution to the retirement system.  In Ohio, there is no legal means to enforce the unfunded liability of the 
pension/OPEB plan as against the public employer.  State law operates to mitigate/lessen the moral obligation of the 
public employer to the employee, because all parties enter the employment exchange with notice as to the law.  The 
retirement system is responsible for the administration of the pension and OPEB plans.  
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Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick and vacation 
leave), are satisfied through paid time-off or termination payments.  There is no repayment schedule for the net pension 
liability or the net OPEB liability.  As explained above, changes in benefits, contribution rates, and return on investments 
affect the balance of these liabilities but are outside the control of the local government.  In the event that contributions, 
investment returns, and other changes are insufficient to keep up with required payments, State statute does not 
assign/identify the responsible party for the unfunded portion.  Due to the unique nature of how the net pension liability 
and the net OPEB liability are satisfied, these liabilities are separately identified within the long-term liability section of 
the statement of net position. 
 
In accordance with GASB 68 and GASB 75, the Academy’s statements prepared on an accrual basis of accounting 
include an annual pension expense and an annual OPEB expense for their proportionate share of each plan’s change in 
net pension liability and net OPEB liability, respectively, not accounted for as deferred inflows/outflows.  
 
As a result of implementing GASB 75, the Academy is reporting a net OPEB liability and deferred inflows/outflows of 
resources related to OPEB on the accrual basis of accounting.  This implementation also had the effect of restating net 
position at June 30, 2017, from a deficit of $499,454 to a deficit of $964,250. 
 
Net Position Analysis 
 
Over time, net position can serve as a useful indicator of an entity’s financial position.  At June 30, 2018, the Academy’s 
net position was a deficit of $950,377 compared to $964,250 at June 30, 2017.   
 
Current assets include the Academy’s demand deposit account and intergovernmental receivables.  Non-current assets 
include capital assets.  At year-end, capital assets represented 0.52% of total assets.  Capital assets includes equipment.  
The net investment in capital assets at June 30, 2018, was $346.  These capital assets are used to provide services to the 
students and are not available for future spending.  Although the Academy’s investment in capital assets is reported net 
of related debt, it should be noted that the resources to repay the debt must be provided from other sources, since capital 
assets may not be used to liquidate these liabilities. 
  
Deferred outflows of resources are reported in accordance with GASB Statement No. 68 and GASB Statement No. 75, 
see Note 12 and Note 13 to the basic financial statements for detail. 
 
Current liabilities primarily include accounts payable due to vendors for goods and services, and related pension and 
postemployment benefits reported as intergovernmental payables, and the current portion of the Academy’s capital lease 
obligation.     
 
Long-term obligations include a capital lease obligation for copier equipment, the Academy’s net pension liability and 
the Academy’s net OPEB liability.  Long-term liabilities decreased primarily due to a decrease in the net pension 
liability. This factor is outside of the control of the Academy. The Academy contributes its statutorily required 
contributions to the pension systems; however, it’s the pension systems that collect, hold and distribute pensions to 
Academy employees, not the Academy.   
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The table below shows the changes in net position for fiscal years 2018 and 2017. The net position at June 30, 2017 has 
been restated as described in Note 3.   
 

Change in Net Position 

Restated
      2018            2017      

Operating Revenues:
State foundation 1,286,039$           1,141,188$           
Rental income 250                       2,500                    
Other 9,301                    2,906                    

Total operating revenue 1,295,590             1,146,594             
 

Operating Expenses:
Salaries and wages 158,869                668,198                
Fringe benefits 14,491                  713,780                
Purchased services 1,232,622             571,302                
Materials and supplies 91,930                  33,935                  
Depreciation 1,722                    3,477                    
Other 3,857                    3,590                    

Total operating expenses 1,503,491             1,994,282             

Non-operating Revenues (Expenses):
Federal and State subsidies 221,401                322,790                
Contributions and donations 500                       500                       
Interest expense (127)                      (278)                      

Total non-operating revenues (expenses) 221,774                323,012                

Change in net position 13,873                  (524,676)               

Net position (deficit) at beginning of year (restated) (964,250)               N/A

Net position (deficit) at end of year (950,377)$             (964,250)$             
 

 
The information necessary to restate the 2017 beginning balances and the 2017 OPEB expense amounts for the effects of 
the initial implementation of GASB 75 is not available.  Therefore, 2017 functional expenses still include OPEB expense 
of $3,242 computed under GASB 45.  GASB 45 required recognizing OPEB expense equal to the contractually required 
contributions to the plan.  Under GASB 75, OPEB expense represents additional amounts earned, adjusted by deferred 
inflows/outflows.  The contractually required contribution is no longer a component of OPEB expense.  Under GASB 
75, the 2018 statements report negative OPEB expense of $26,329.  Consequently, in order to compare 2018 total 
program expenses to 2017, the following adjustments are needed: 
 
Total 2018 program expenses under GASB 75 1,503,491$      

  Negative OPEB expense under GASB 75 26,329             
  2018 contractually required contributions 3,047               

Adjusted 2018 program expenses 1,532,867        

Total 2017 program expenses under GASB 45 1,994,282        

Decrease in program 
  expenses not related to OPEB (461,415)$         
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Operating expenses decreased $490,791 or 24.61%.  This decrease is primarily the result of the State Teachers 
Retirement System (STRS) indefinitely suspending the Cost of Living Adjustment (“COLA”) and the School Employees 
Retirement System (SERS) lowering the COLA from 3.00% to 2.50%.  On an accrual basis, the Academy reported 
$1,967 in pension expense and ($26,329) in OPEB expense mainly due to these benefit changes by the retirement 
systems.  Fluctuations in the pension expense reported under GASB 68 makes it difficult to compare financial 
information between years.  Pension expense is a component of program expenses reported on the statement of activities. 
 To assess fluctuations in program expenses, the increase or decrease in pension expense should be factored into the 
analysis.  Pension expense for 2018 and 2017 was $1,967 and $598,880, respectively.  Pension expense reported in 2018 
represents a decrease of $596,913 from pension expense reported in 2017.  Pension expense is reported as a component 
of fringe benefits expense. 
 
Capital Assets and Long-Term Debt Obligations 
 
The Academy had $861 and $28,900 in capital assets, net of depreciation, June 30, 2018 and 2017, respectively.  See 
Note 6 to the basic financial statements for detail. 
 
The Academy had $515 and $2,476 in long-term debt obligations (capital lease obligation) outstanding at June 30, 2018 
and 2017, respectively.  See Note 7 to the basic financial statements for detail. 
 
Current Financial Related Activities 
 
The Academy is reliant upon State Foundation monies to offer quality educational services to students.   
 
In order to continually provide learning opportunities to the Academy’s students, the Academy will apply resources to 
best meet the needs of its students.  It is the intent of the Academy to apply for other State and Federal funds that are 
made available to finance its operations. 
 
Contacting Academy’s Financial Management 
 
This financial report is designed to provide our clients and creditors with a general overview of Academy’s finances and 
to show the Academy’s accountability for the money it receives.  If you have questions about this report or need 
additional financial information contact Mr. Todd Johnson, Treasurer of Eastland Preparatory Academy, 2741 South 
Hamilton Road, Columbus, Ohio 43232. 
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Assets:  
Current assets:

Cash .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 92,945$                
Receivables:
  Intergovernmental.  .  .  .  .  .  .  .  .  .  .  .  . 72,166                  

Total current assets .  .  .  .  .  .  .  .  .  .  .  .  .  . 165,111                

Non-current assets:
Depreciable capital assets, net .  .  .  .  .  .  . 861                       

Total non-current assets.  .  .  .  .  .  .  .  .  .  .  . 861                       

Total assets.  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 165,972                

Deferred outflows of resources:
  Pension (Note 12).  .  .  .  .  .  .  .  .  .  .  .  .  .  .  1,017,680             
  OPEB (Note 13).  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  15,537                  

Total deferred outflows of resources .  .  .  .  .  . 1,033,217             

Liabilities:
Current liabilities:

Accounts payable.  .  .  .  .  .  .  .  .  .  .  .  .  .  . 205,968                
Intergovernmental payable .  .  .  .  .  .  .  .  .  . 25,591                  
Capital lease obligation .  .  .  .  .  .  .  .  .  .  .  . 515                       

Total current liabilities .  .  .  .  .  .  .  .  .  .  .  .  . 232,074                

Non-current liabilities:
Net pension liability (Note 12).  .  .  .  .  .  .  .  . 1,422,286             
Net OPEB liability (Note 13).  .  .  .  .  .  .  .  .  .  400,722                

Total non-current liabilities .  .  .  .  .  .  .  .  .  .  . 1,823,008             

Total liabilities .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 2,055,082             

  Pension (Note 12).  .  .  .  .  .  .  .  .  .  .  .  .  .  .  44,249                  
  OPEB (Note 13).  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  50,235                  

Total deferred inflows of resources .  .  .  .  .  .  . 94,484                  

Net position:
Net investment in capital assets.  .  .  .  .  .  .  .   . 346                       
Unrestricted (deficit).  .  .  .  .  .  .  .  .  .  .  .  .  .  (950,723)               

Total net position (deficit)  .  .  .  .  .  .  .  .  .  .  . (950,377)$             

JUNE 30, 2018

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS

EASTLAND PREPARATORY ACADEMY
FRANKLIN COUNTY, OHIO

STATEMENT OF NET POSITION

Deferred inflows of resources:

9
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Operating revenues:  
State foundation .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 1,286,039$           
Rental income .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 250                       
Other .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 9,301                    

Total operating revenues  .  .  .  .  .  .  .  .  .  .  . 1,295,590             

Operating expenses:
Salaries and wages.  .  .  .  .  .  .  .  .  .  .  .  .  . 158,869                
Fringe benefits.  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 14,491                  
Purchased services.  .  .  .  .  .  .  .  .  .  .  .  .  . 1,232,622             
Materials and supplies .  .  .  .  .  .  .  .  .  .  .  . 91,930                  
Other.  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 3,857                    
Depreciation .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 1,722                    

Total operating expenses.  .  .  .  .  .  .  .  .  .  .  . 1,503,491             

Operating loss .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . (207,901)               

Nonoperating revenues (expenses):
Federal and state subsidies.  .  .  .  .  .  .  .  .  . 221,401                
Contributions and donations.  .  .  .  .  .  .  .  . 500                       
Interest expense .  .  .  .  .  .  .  .  .  .  .  .  .  .  . (127)                      

Total nonoperating revenues (expenses) .  .  .  . 221,774                

Change in net position  .  .  .  .  .  .  .  .  .  .  .  . 13,873                  

Net position (deficit) at
  beginning of year (restated).  .  .  .  .  .  .  . (964,250)               

Net position (deficit) at end of year  .  .  .  . (950,377)$             

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2018

EASTLAND PREPARATORY ACADEMY
FRANKLIN COUNTY, OHIO

STATEMENT OF REVENUES, EXPENSES AND
CHANGES IN NET POSITION
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Cash flows from operating activities:  
  Cash received from state foundation  .  .  .  .  .  .  .  .  . 1,303,985$           
  Cash received from rental income .  .  .  .  .  .  .  .  .  . 250                       
  Cash received from other operations  .  .  .  .  .  .  .  .  . 9,301                    
  Cash payments for salaries and wages.  .  .  .  .  .  .  .  . (133,942)              
  Cash payments for fringe benefits .  .  .  .  .  .  .  .  .  .  . (110,161)              
  Cash payments for contractual services  .  .  .  .  .  .  .  . (1,250,999)            
  Cash payments for materials and supplies .  .  .  .  .  .  . (88,731)                
  Cash payments for other expenses .  .  .  .  .  .  .  .  .  .  . (3,949)                  

    Net cash (used in) operating activities .  .  .  .  .  .  .  . (274,246)              

Cash flows from noncapital financing activities:
  Cash received from grants and subsidies.  .  .  .  .  .  .  . 174,834                
  Cash received from contributions and donations .  .  .  . 500                       

    Net cash provided by noncapital
      financing activities.  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 175,334                

Cash flows from capital and related
  financing activities:
  Principal retirement on capital lease .  .  .  .  .  .  .  .  .  . (1,961)                  
  Interest expense on capital lease .  .  .  .  .  .  .  .  .  .  .  . (127)                     
  Disposal of capital assets .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 26,317                  

    Net cash provided by capital and related
      financing activities.  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 24,229                  

Net decrease in cash .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . (74,683)                

Cash at beginning of year  .  .  .  .  .  .  .  .  .  .  .  .  .  . 167,628                

Cash at end of year .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .   . 92,945$                

Reconciliation of operating loss to net
  cash (used in) operating activities: 

Operating loss .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . (207,901)$             

Adjustments:
  Depreciation .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 1,722                    

Changes in assets and liabilities:
  Decrease in accounts receivable  .  .  .  .  .  .  .  .  .  .  . 5,625                    
  Decrease in intergovernmental receivable  .  .  .  .  .  .  . 4,327                    
  Decrease in prepayments  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 883                       
  Decrease in deferred outflows - pension  .  .  .  .  .  .  .  . 312,632                
  (Increase) in deferred outflows - OPEB .  .  .  .  .  .  .  . (12,295)                
  Increase in accounts payable.  .  .  .  .  .  .  .  .  .  .  .  .  150,962                
  (Decrease) in accrued wages and benefits  .  .  .  .  .  .  . (118,122)              
  Increase in intergovernmental payable .  .  .  .  .  .  .  .  . 1,986                    
  (Decrease) in net pension liability  .  .  .  .  .  .  .  .  .  .  . (441,233)              
  (Decrease) in net OPEB liability.  .  .  .  .  .  .  .  .  .  .  . (67,316)                
  Increase in deferred inflows - pension .  .  .  .  .  .  .  .  . 44,249                  
  Increase in deferred inflows - OPEB .  .  .  .  .  .  .  .  . 50,235                  

Net cash (used in) operating activities  .  .  .  .  .  .  .  .  . (274,246)$             

SEE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2018

EASTLAND PREPARATORY ACADEMY
FRANKLIN COUNTY, OHIO

STATEMENT OF CASH FLOWS
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NOTE 1 - DESCRIPTION OF THE ACADEMY 
 

The Eastland Preparatory Academy (the “Academy”), formerly known as the Berwyn East Academy, is a 
non-profit corporation established pursuant to the Ohio Revised Code Chapters 1702 and 3314 to provide 
students in primary grades with the best programming and teaching techniques available using Direct 
Instruction.  The Academy is nonsectarian in its programs, admission policies, employment practices and all 
other operations.  The Academy may sue and be sued, acquire facilities as needed and contract for any 
services necessary for the operation of the Academy.  
 
The Academy was approved for sponsorship under contract resolution on April 10, 2013 with North Central 
Ohio Educational Service Center (the “Sponsor”) for a period of five years commencing on July 1, 2013 and 
ending June 30, 2018.   The Sponsor is responsible for evaluating the performance of the Academy and has 
the authority to terminate the contract or deny renewal of the contract at its expiration.  
 
The Academy operates under the direction of a Governing Board which is responsible for carrying out the 
provisions of the contract, which include, but are not limited to, State-mandated provisions regarding student 
population, curriculum, academic goals, performance standards, admission standards and qualification of 
teachers.  The Governing Board controls the Academy’s one instructional/support facility staffed by 9 
classified and 6 certified, teaching personnel who provide services to 157 students. 
 
On March 20, 2018, the Governing Board of the Academy approved a resolution to change the name of the 
Berwyn East Academy to the Eastland Preparatory Academy.  The name change was effective with the State 
of Ohio Secretary of State on March 21, 2018.  
 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

The basic financial statements (BFS) of the Academy have been prepared in conformity with accounting 
principles generally accepted in the United States of America (GAAP) as applied to governmental units.  The 
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for establishing 
governmental accounting and financial reporting principles.  The Academy's significant accounting policies 
are described below. 

 
A. Basis of Presentation 

 
The Academy’s basic financial statements consist of a statement of net position, a statement of revenues, 
expenses and changes in net position, and a statement of cash flows. 
 
Enterprise reporting focuses on the determination of the change in net position, financial position and 
cash flows.  

 
B. Measurement Focus  

 
Enterprise accounting uses a flow of economic resources measurement focus.  With this measurement 
focus, all assets, all deferred outflows of resources and all liabilities are included on the statement of net 
position.  The statements of revenues, expenses and changes in net position presents increases (i.e., 
revenues) and decreases (i.e., expenses) in total net position.  The statement of cash flows provides 
information about how the Academy finances and meets the cash flow needs of its enterprise activities.  
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued) 
 
 C. Basis of Accounting 
 

Basis of accounting determines when transactions are recorded in the financial records and reported on 
the basic financial statements.  The Academy’s basic financial statements are prepared using the accrual 
basis of accounting. 
 
Revenue resulting from exchange transactions, in which each party gives and receives essentially equal 
value, is recorded upon the accrual basis when the exchange takes place. 
 
Nonexchange transactions, in which the Academy receives value without directly giving equal value in 
return, include grants, entitlements and donations.  Revenue from grants, entitlements and donations is 
recognized in the fiscal year in which all eligibility requirements have been satisfied.  Eligibility 
requirements include timing requirements, which specify the fiscal year when the resources are required 
to be used or the fiscal year when use is first permitted, matching requirements, in which the Academy 
must provide local resources to be used for a specified purpose, and expenditure requirements, in which 
the resources are provided to the Academy on a reimbursement basis.  
 
Grants and entitlements received before the eligibility requirements are met are recorded as deferred 
inflows of resources.  Expenses are recognized at the time they are incurred. 
 

D. Deferred Outflows of Resources and Deferred Inflows of Resources 
 

 In addition to assets, the statement of net position will report a separate section for deferred outflows of 
resources.  Deferred outflows of resources, represents a consumption of net position that applies to a 
future period and will not be recognized as an outflow of resources (expense/expenditure) until then.  
For the Academy, see Note 12 and Note 13 for deferred outflows of resources related to the Academy’s 
net pension liability and net OPEB liability, respectively. 
 
In addition to liabilities, the statement of net position may report a separate section for deferred inflows 
of resources.  Deferred inflows of resources represent an acquisition of net position that applies to a 
future period and will not be recognized as an inflow of resources (revenue) until that time.  For the 
Academy, see Note 12 and Note 13 for deferred inflows of resources related to the Academy’s net 
pension liability and net OPEB liability, respectively. 

 
E. Budgetary Process 

 
Unlike other public schools located in the State of Ohio, community schools are not required to follow 
budgetary provisions set forth in Ohio Revised Code Section 5705, unless specifically provided in the 
Academy’s contract with its Sponsor.  The contract between the Academy and its Sponsor requires a 
detailed school budget for each year of the contract; however, the budget does not have to follow the 
provisions of Ohio Revised Code Section 5705. 

 
 F. Cash  
 

Cash received by the Academy is reflected as “cash” on the statement of net position.  Unless otherwise 
noted, all monies received by the Academy are pooled and deposited in a central bank account as demand 
deposits.  The Academy did not have any investments during fiscal year 2018. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued) 
 

G. Capital Assets 
 

Capital assets are capitalized at cost or estimated historical cost and updated for additions and deletions 
during the year.  The Academy has established a capitalization threshold of $1,500.  The Academy does 
not have any infrastructure.  The costs of normal maintenance and repairs that do not add to the value of 
the asset or materially extend an asset’s life are not capitalized. 
 
All capital assets are depreciated.  Depreciation is computed using the straight-line method.  Equipment 
is being depreciated on a straight-line basis over periods ranging from five to eight years.   
 

H. Payables 
 
The Academy has recognized certain liabilities on the statement of net position relating to expenses, 
which are due but unpaid as of June 30, 2018, including: 

     
Accounts payable - consists primarily of payments to vendors for services or products performed or 
received prior to June 30, 2018 but were not paid until the subsequent fiscal year.   

 
Intergovernmental payable - consists primarily of payments for the employer’s share of the pension and 
postemployment retirement contributions ($21,986), Medicare ($1,779), and to City of Columbus 
($1,826), associated with services rendered during fiscal year 2018, but were not paid until the 
subsequent fiscal year.   
 

I. Net Position 
 

Net position represents the difference between assets and deferred outflows of resources and liabilities.  
Net investment in capital assets represents capital assets, net of accumulated depreciation and related 
debt.  Net position is reported as restricted when there are limitations imposed on their use either through 
the enabling legislation or through external restrictions imposed by creditors, grantors or laws, or 
regulations of other governments.   
 
The Academy applies restricted resources first when an expense is incurred for purposes for which both 
restricted and unrestricted net position is available. 
 

J. Operating Revenues and Expenses 
 
Operating revenues are those revenues that are generated directly from the primary activity of the 
Academy.  Operating expenses are necessary costs incurred to provide the service that is the primary 
activity of the Academy.  All revenues and expenses not meeting this definition are reported as non-
operating. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued) 
 

K. Intergovernmental Revenue 
 

The Academy currently participates in the State Foundation Opportunity Grant, Special Education, 
Economic Disadvantaged, K-3 Literacy, Targeted Assistance, Facilities Funding, and 3rd Grade Reading 
Bonus Programs. Revenue received from these programs is recognized as operating revenues.  Amounts 
awarded under these programs for the 2018 school year totaled $1,286,039.   
 
Grants and entitlements are recognized as non-operating revenues in the accounting period in which all 
eligibility requirements have been met.  Eligibility includes timing requirements, which specify the year 
when the resources are required to be used or the fiscal year when use is first permitted; matching 
requirements, in which the Academy must provide local resources to be used for a specified purpose; 
and expenditure requirements, in which the resources are provided to the Academy on a reimbursement 
basis.  Grant revenue from Federal and State subsidies received during fiscal year 2018 totaled $221,401. 
 

L. Accrued Liabilities    
 
All payables, accrued liabilities and long-term obligations are reported on the statement of net position. 
 

M. Economic Dependency 
 

The Academy receives approximately 99.26% of its operating revenue from the Ohio Department of 
Education (ODE).  Due to the significance of this revenue, the Academy is considered to be economically 
dependent on the ODE.   
 

N.   Pensions/Other Postemployment Benefits (OPEB) 
 
For purposes of measuring the net pension/OPEB liability, deferred outflows of resources and deferred 
inflows of resources related to pension/OPEB, and pension/OPEB expense, information about the 
fiduciary net position of the pension/OPEB plans and additions to/deductions from their fiduciary net 
position have been determined on the same basis as they are reported by the pension/OPEB plan.  For 
this purpose, benefit payments (including refunds of employee contributions) are recognized when due 
and payable in accordance with the benefit terms.  The pension/OPEB plans report investments at fair 
value. 
 

O. Estimates 
 

The preparation of basic financial statements in conformity with GAAP requires management to make 
estimates and assumptions that affect the amounts reported in the financial statements and accompanying 
notes.  Actual results may differ from those estimates. 

 
NOTE 3 - CHANGE IN ACCOUNTING PRINCIPLES/RESTATEMENT OF NET POSITION 
 

For fiscal year 2018, the Academy has implemented GASB Statement No. 75, “Accounting and Financial 
Reporting for Postemployment Benefits Other Than Pensions”, GASB Statement No. 81 “Irrevocable Split-
Interest Agreements” GASB Statement No. 85, “Omnibus 2017” and GASB Statement No. 86, “Certain 
Debt Extinguishments”. 
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NOTE 3 - CHANGE IN ACCOUNTING PRINCIPLES/RESTATEMENT OF NET POSITION - (Continued) 
 
GASB Statement No. 75 improves the accounting and financial reporting by state and local governments 
for postemployment benefits other than pensions (OPEB).  It also improves information provided by state 
and local governmental employers about financial support for OPEB that is provided by other entities.  The 
implementation of GASB Statement No. 75 affected the Academy’s postemployment benefit plan 
disclosures, as presented in Note 13 to the basic financial statements and added required supplementary 
information which is presented on pages 44 - 53. 

 
GASB Statement No. 81 improves the accounting and financial reporting for irrevocable split-interest 
agreements by providing recognition and measurement guidance for situations in which a government is a 
beneficiary of the agreement.  The implementation of GASB Statement No. 81 did not have an effect on the 
financial statements of the Academy. 
 
GASB Statement No. 85 addresses practice issues that have been identified during implementation and 
application of certain GASB Statements. This Statement addresses a variety of topics including issues 
related to blending component units, goodwill, fair value measurement and application, and OPEB.  The 
implementation of GASB Statement No. 85 did not have an effect on the financial statements of the 
Academy.      

 
GASB Statement No. 86 improves consistency in accounting and financial reporting for in-substance 
defeasance of debt by providing guidance for transactions in which cash and other monetary assets acquired 
with only existing resources - resources other than the proceeds of refunding debt - are placed in an 
irrevocable trust for the sole purpose of extinguishing debt. This Statement also improves accounting and 
financial reporting for prepaid insurance on debt that is extinguished and notes to financial statements for 
debt that is defeased in substance.  The implementation of GASB Statement No. 86 did not have an effect 
on the financial statements of the Academy.      
 
A net position restatement is required in order to implement GASB Statement No 75. The net position at 
July 1, 2017 have been restated as follows: 

 
Net Position

Net position as previously reported (499,454)$        
Deferred outflows - payments
  subsequent to measurement date 3,242               
Net OPEB liability (468,038)          

Restated net position at July 1, 2017 (964,250)$        

 
Other than employer contributions subsequent to the measurement date, the Academy made no restatement 
for deferred inflows/outflows of resources as the information needed to generate these restatements was not 
available.   
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NOTE 4 - DEPOSITS 
 

At June 30, 2018, the carrying amount of the Academy’s deposits was $92,945 and the bank balance was 
$127,801.  The entire bank balance was covered by the Federal Deposit Insurance Corporation (FDIC).  There 
are no significant statutory restrictions regarding the deposit and investment of funds by the non-profit 
corporation.    

 
NOTE 5 - RECEIVABLES 
 

Receivables at June 30, 2018, consisted of intergovernmental receivables arising from grants and entitlements 
and amounts due from other governments. All receivables are considered collectible in full. A summary of 
the intergovernmental receivables follows: 

 
Intergovernmental receivable:      Amount     

  IDEA-B 13,638$         
  Title I 34,440           
  Title IV-A 393                
  SERS overpayment 11,557           
  BWC refund 4,631             
  ODE Foundation adjustment 7,507             

Total intergovernmental receivables 72,166$         
 

 
NOTE 6 - CAPITAL ASSETS 
 

Capital asset activity for the fiscal year ended June 30, 2018 was as follows: 
  

Balance Balance
06/30/17 Additions Reductions  06/30/18

Capital assets, being depreciated:
  Equipment 36,682$       -$                 (28,072)$      8,610$         

Total capital assets
  being depreciated 36,682         -                   (28,072)        8,610           

Less: accumulated depreciation
  Equipment (7,782)          (1,722)          1,755           (7,749)          

Total accumulated depreciation (7,782)          (1,722)          1,755           (7,749)          

Capital assets, net 28,900$       (1,722)$        (26,317)$      861$            
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NOTE 7 - LONG-TERM OBLIGATIONS 
 
The following is a summary of the Academy’s long-term obligations activity in fiscal year 2018. The long-
term obligations at June 30, 2017 have been restated as described Note 3. 
 

Restated
Balance Balance Due Within

June 30, 2017 Reductions June 30, 2018 One Year

Net pension liability 1,863,519$      (441,233)$    1,422,286$     -$                  
Net OPEB liability 468,038           (67,316)        400,722          -                    

  Total liability 2,331,557        (508,549)      1,823,008       -                    

Capital lease 2,476               (1,961)          515                 515                

Total long-term obligations 2,334,033$      (510,510)$    1,823,523$     515$              
 

 
Net Pension Liability 
See Note 12 for detail on the Academy’s net pension liability. 
 
Net OPEB Liability 
See Note 13 for detail on the Academy’s net pension liability. 
 
Capital Lease 
During fiscal year 2014, the Academy entered into a copier lease agreement which meets the criteria for 
reporting as a capital lease.  Capital assets consisting of leased equipment has been capitalized in the amount 
of $8,610, which represents the value of the future minimum lease payments at the time of acquisition.  A 
corresponding liability was recorded on the statement of net position.  Principal and interest payments in 
fiscal year 2018 were $1,961 and $127, respectively.  At June 30, 2018, the book value and accumulated 
depreciation of the leased equipment were $861 and $7,749, respectively. 

 
The following is a schedule of the future long-term minimum lease payments required under the capital lease 
and the present value of the future minimum lease payments as of June 30, 2018: 

 
Fiscal Year

Ending June 30,    Amount   

2019 522$          

Total minimum lease payments 522            

Less: amount representing interest (7)               

Present value of minimum lease payments 515$          
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NOTE 8 - OPERATING LEASE - LESSEE DISCLOSURE 
 

The Academy and Sponsor (collectively the “lessee”) entered into an agreement to lease building space from 
Obermiller LLC.  The initial term of the lease commenced on March 1, 2013 and ends on June 30, 2018.  
Upon expiration of the initial term, the lessee has the right to renew the lease for one additional period of 
three years.  Commencing on July 1, 2013, monthly payments were established at $5,625 per month, not to 
exceed $6,000 per month, for the first fiscal year of the initial lease term.  The monthly rent amount is subject 
to adjustment each calendar quarter based upon student enrollment, as provided by the terms included in the 
lease agreement.  For the fiscal year ended June 30, 2018, the Academy paid a total of $55,044 in rent. 

 
 NOTE 9 - PURCHASED SERVICES 
 

For the fiscal year ended June 30, 2018, purchased services expenses were as follows: 
 
Professional and technical services 849,126$     
Property services 164,544       
Travel/mileage/meeting 18,655         
Communications 53,132         
Utilities 51,456         
Contracted craft or trade 95,185         
Pupil transportation services 524              

Total 1,232,622$  
 

 
NOTE 10 - RISK MANAGEMENT 
 

The Academy is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; 
errors and omissions; injuries to contracted personnel; and natural disasters.  For fiscal year 2018, the 
Academy contracted with The Cincinnati Insurance Company for directors, officers, trustees and 
organization liability coverage with a limit of $1,000,000 and a $5,000 deductible.  Settled claims have not 
exceeded commercial coverage in the past three years.  There was no significant reduction in coverage from 
the prior year. 

 
NOTE 11 - SPONSOR CONTRACT 

 
The Academy entered into a sponsorship contract commencing on July 1, 2013 and ending on June 30, 2018, 
with the North Central Ohio Educational Service Center (the “Sponsor”) for its establishment. The Sponsor 
shall carry out the responsibilities established by law, including:   
 
 Attend training sessions as required by the Ohio Department of Education (ODE);  

 
 Prior to the Academy’s opening for instruction, verify by a site visit whether the Academy complies with 

all legal and contractual requirements;  
 
 Monitor the Academy’s compliance with all applicable laws and with the terms of the contract; 
 
 Conduct comprehensive site visits to the Academy as necessary;   
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NOTE 11 - SPONSOR CONTRACT - (Continued) 
    

 Monitor and evaluate the academic and fiscal performance and the organization of the Academy on at 
least an annual basis; 

 
 Submit a written report of the evaluations conducted to the parents and students enrolled in the Academy 

and to ODE by November 30th of each year; 
 
 Provide technical assistance to the Academy in complying with all laws and terms of the contract;   
 
 Comply with the financial reporting requirements as established by ODE, and report the Academy’s 

financial records in accordance with applicable accounting standards and as prescribed by law; 
 
 Notify ODE within twenty-four hours of the Academy’s failure to comply with applicable laws or 

contract requirements, as well as any financial difficulties.  If such financial difficulties occur and may 
result in the Sponsor’s determination to declare the Academy to be on probationary status, to suspend 
the operations of the Academy, or terminate the contract.  In such circumstances, the Sponsor shall 
provide written notice to ODE within 30 days of the Academy’s noncompliance or financial difficulties, 
specifying the exact nature of the problem and the plan for and status of any resolution; 

 
 Take steps to intervene in the Academy’s operation to correct problems with overall performance, 

declare the Academy to be on a probationary status pursuant to Ohio Revised Code Section 3314.073, 
suspend the operation of the Academy pursuant to Ohio Revised Code Section 3314.072 or terminate 
the contract pursuant to Ohio Revised Code Section 3314.07; 

 
 Have in place a plan of action to be undertaken in the event the Academy experiences financial 

difficulties or closes prior to the end of a school year.  
 
The Academy pays up to a 3 percent sponsorship fee for oversight and monitoring.  The Academy paid 
$38,199 in sponsor fees during fiscal year 2018. 

 
NOTE 12 - DEFINED BENEFIT PENSION PLANS  
 

The Academy has contracted with Accel Schools (See Note 15) to provide employee services and to pay 
those employees.  However, these contract services do not relieve the Academy of their obligation for 
remitting pension contributions.  The retirement systems consider the Academy as the Employer-of-Record 
and the Academy is ultimately responsible for remitting retirement contributions to the systems noted below. 
 
Net Pension Liability 

 
The net pension liability reported on the statement of net position represents a liability to employees for 
pensions. Pensions are a component of exchange transactions––between an employer and its employees—of 
salaries and benefits for employee services.  Pensions are provided to an employee—on a deferred-payment 
basis—as part of the total compensation package offered by an employer for employee services each financial 
period.  The obligation to sacrifice resources for pensions is a present obligation because it was created as a 
result of employment exchanges that already have occurred. 
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NOTE 12 - DEFINED BENEFIT PENSION PLANS - (Continued) 

The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-term 
variables, including estimated average life expectancies, earnings on investments, cost of living adjustments 
and  others.   While these estimates use the best  information  available, unknowable future events require 
adjusting this estimate annually.   

The Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   
The Academy cannot control benefit terms or the manner in which pensions are financed; however, the 
Academy does receive the benefit of employees’ services in exchange for compensation including pension.  

GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All contributions 
to date have come solely from these employers (which also includes costs paid in the form of withholdings 
from employees).  State statute requires the pension plans to amortize unfunded liabilities within 30 years.  
If the amortization period exceeds 30 years, each pension plan’s board must propose corrective action to the 
State legislature.  Any resulting legislative change to benefits or funding could significantly affect the net 
pension liability.   Resulting adjustments to the net pension liability would be effective when the changes are 
legally enforceable. 

The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability on 
the accrual basis of accounting.  Any liability for the contractually-required pension contribution 
outstanding at the end of the year is included in intergovernmental payable on both the accrual basis of 
accounting.   

Plan Description - School Employees Retirement System (SERS) 

Plan Description - The Academy non-teaching employees participate in SERS, a cost-sharing multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability and 
survivor benefits, annual cost-of-living adjustments, and death benefits to plan members and beneficiaries. 
Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  SERS issues a 
publicly available, stand-alone financial report that includes financial statements, required supplementary 
information and detailed information about SERS’ fiduciary net position.  That report can be obtained by 
visiting the SERS website at www.ohsers.org under Employers/Audit Resources.  

Age and service requirements for retirement are as follows: 

Eligible to Eligible to
Retire on or before Retire after
August 1, 2017 * August 1, 2017

Full benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 57 with 30 years of service credit

Actuarially reduced benefits Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Age 55 with 25 years of service credit Age 60 with 25 years of service credit

* Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
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NOTE 12 - DEFINED BENEFIT PENSION PLANS - (Continued) 

Annual retirement benefits are calculated based on final average salary multiplied by a percentage that varies 
based on years of service; 2.2 percent for the first thirty years of service and 2.5 percent for years of service 
credit over 30.  Final average salary is the average of the highest three years of salary. 

One year after an effective benefit date, a benefit recipient is entitled to a three percent cost-of-living 
adjustment (COLA).  This same COLA is added each year to the base benefit amount on the anniversary date 
of the benefit. 

Funding Policy - Plan members are required to contribute 10 percent of their annual covered salary and the 
Academy is required to contribute 14 percent of annual covered payroll.  The contribution requirements of 
plan members and employers are established and may be amended by the SERS’ Retirement Board up to 
statutory maximum amounts of 10 percent for plan members and 14 percent for employers.  The Retirement 
Board, acting with the advice of the actuary, allocates the employer contribution rate among four of the 
System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care Fund).  For the 
fiscal year ended June 30, 2018, the allocation to pension, death benefits, and Medicare B was 13.5 percent.  
The remaining 0.5 percent of the employer contribution rate was allocated to the Health Care Fund. 

The Academy’s contractually required contribution to SERS was $19,527 for fiscal year 2018.  Of this 
amount, $2,789 is reported as intergovernmental payable. 

Plan Description - State Teachers Retirement System (STRS) 

Plan Description - Licensed teachers participate in STRS Ohio, a cost-sharing multiple-employer public 
employee retirement system administered by STRS.  STRS provides retirement and disability benefits to 
members and death and survivor benefits to beneficiaries.  STRS issues a stand-alone financial report that 
includes financial statements, required supplementary information and detailed information about STRS’ 
fiduciary net position.  That report can be obtained by writing to STRS, 275 E. Broad St., Columbus, OH 
43215-3771, by calling (888) 227-7877, or by visiting the STRS website at www.strsoh.org. 

New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined Contribution 
(DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307.  The DB
Plan offers an annual retirement allowance based on final average salary multiplied by a percentage that
varies based on years of service.  Effective August 1, 2015, the calculation will be 2.2 percent of final average
salary for the five highest years of earnings multiplied by all years of service.  Effective July 1, 2017, the
cost-of-living adjustment was reduced to zero.  Members are eligible to retire at age 60 with five years of
qualifying service credit, or age 55 with 26 years of service, or 31 years of service regardless of age.
Eligibility changes will be phased in until August 1, 2026, when retirement eligibility for unreduced benefits
will be five years of service credit and age 65, or 35 years of service credit and at least age 60.

The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by the 
member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined benefit 
unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination of 
employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
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NOTE 12 - DEFINED BENEFIT PENSION PLANS - (Continued) 

The Combined Plan offers features of both the DB Plan and the DC Plan.  In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
Member contributions to the DC Plan are allocated among investment choices by the member, and 
contributions to the DB Plan from the employer and the member are used to fund the defined benefit payment 
at a reduced level from the regular DB Plan.  The defined benefit portion of the Combined Plan payment is 
payable to a member on or after age 60 with five years of service.  The defined contribution portion of the 
account may be taken as a lump sum payment or converted to a lifetime monthly annuity after termination 
of employment at age 50 or later. 

New members who choose the DC Plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer to 
another STRS plan.  The optional annuitization of a member’s defined contribution account or the defined 
contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS bearing the 
risk of investment gain or loss on the account.  STRS has therefore included all three plan options as one 
defined benefit plan for GASB 68 reporting purposes.   

A DB or Combined Plan member with five or more years of credited service who is determined to be disabled 
may qualify for a disability benefit.  Eligible survivors of members who die before service retirement may 
qualify for monthly benefits.  New members on or after July 1, 2013, must have at least ten years of qualifying 
service credit that apply for disability benefits.  Members in the DC Plan who become disabled are entitled 
only to their account balance.  If a member of the DC Plan dies before retirement benefits begin, the member’s 
designated beneficiary is entitled to receive the member’s account balance.  

Funding Policy - Employer and member contribution rates are established by the State Teachers Retirement 
Board and limited by Chapter 3307 of the Ohio Revised Code.  For fiscal year 2018, plan members were 
required to contribute 14 percent of their annual covered salary.  The Academy was required to contribute 14 
percent; the entire 14 percent was the portion used to fund pension obligations.  The fiscal year 2018 
contribution rates were equal to the statutory maximum rates. 

The Academy’s contractually required contribution to STRS was $66,792 for fiscal year 2018.  Of this amount, 
$14,287 is reported as intergovernmental payable.     

Net Pension Liability  

The net pension liability was measured as of June 30, 2017, and the total pension liability used to calculate 
the net pension liability was determined by an actuarial valuation as of that date. The Academy's proportion 
of the net pension liability was based on the Academy's share of contributions to the pension plan relative to 
the projected contributions of all participating entities.  Following is information related to the proportionate 
share and pension expense: 
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NOTE 12 - DEFINED BENEFIT PENSION PLANS - (Continued) 

SERS STRS Total

Proportion of the net pension

liability prior measurement date 0.01044530% 0.00328330%

Proportion of the net pension

liability current measurement date 0.01032950% 0.00338924%

Change in proportionate share -0.00011580% 0.00010594%

Proportionate share of the net 
pension liability 617,165$        805,121$        1,422,286$        

Pension expense 118,240$        (116,273)$       1,967$        

At June 30, 2018, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  

SERS STRS Total
Deferred outflows of resources
Differences between expected and
  actual experience 26,557$       31,091$       57,648$         
Changes of assumptions 31,913         176,089       208,002   
Difference between Academy contributions
  and proportionate share of contributions/
  change in proportionate share 206,166       459,545       665,711   
Academy contributions subsequent to the 
 measurement date 19,527         66,792         86,319     

Total deferred outflows of resources 284,163$     733,517$     1,017,680$    

SERS STRS Total
Deferred inflows of resources
Differences between expected and
  actual experience -$         6,489$    6,489$         
Net difference between projected and
  actual earnings on pension plan investments 2,930           26,571         29,501         
Difference between Academy contributions
  and proportionate share of contributions/
  change in proportionate share 8,259          - 8,259 

Total deferred inflows of resources 11,189$       33,060$       44,249$       

$86,319 reported as deferred outflows of resources related to pension resulting from Academy contributions 
subsequent to the measurement date will be recognized as a reduction of the net pension liability in the year 
ending June 30, 2019.  Other amounts reported as deferred outflows of resources and deferred inflows of 
resources related to pension will be recognized in pension expense as follows:  
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NOTE 12 - DEFINED BENEFIT PENSION PLANS - (Continued) 

SERS STRS Total
Fiscal Year Ending June 30:

2019 165,201$           230,834$           396,035$           
2020 95,627     266,975   362,602    
2021 7,007       115,872   122,879    
2022 (14,386)    19,984     5,598        
2023 (2) - (2)              

Total 253,447$           633,665$           887,112$           

Actuarial Assumptions - SERS 

SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67, 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations of an 
ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment termination).  Actuarially determined amounts are subject to continual review and 
potential modifications, as actual results are compared with past expectations and new estimates are made 
about the future. 

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time of 
each valuation and the historical pattern of sharing benefit costs between the employers and plan members 
to that point.  The projection of benefits for financial reporting purposes does not explicitly incorporate the 
potential effects of legal or contractual funding limitations.   

Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration the 
benefits, if any, paid to the employee after termination of employment until the death of the employee and 
any applicable contingent annuitant.  In many cases actuarial calculations reflect several decades of service 
with the employer and the payment of benefits after termination. 

Key methods and assumptions used in calculating the total pension liability in the latest actuarial valuation, 
prepared as of June 30, 2017, are presented below: 

Wage inflation 3.00 percent
Future salary increases, including inflation 3.50 percent to 18.20 percent
COLA or ad hoc COLA 2.50 percent
Investment rate of return 7.50 percent net of investments expense, including inflation
Actuarial cost method Entry age normal (level percent of payroll)

Prior to 2017, an assumption of 3 percent was used for COLA or Ad Hoc COLA. 
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NOTE 12 - DEFINED BENEFIT PENSION PLANS - (Continued) 

For 2017, the mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational 
projection and a five-year age set-back for both males and females.  Mortality among service retired 
members, and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with fully generational 
projection with Scale BB, 120 percent of male rates, and 110 percent of female rates.  Mortality among 
disabled members was based upon the RP-2000 Disabled Mortality Table, 90 percent for male rates and 100 
percent for female rates, set back five years is used for the period after disability retirement. 

The most recent experience study was completed for the five year period ended June 30, 2015. 

The long-term return expectation for the Pension Plan Investments has been determined using a building-
block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  A 
forecasted rate of inflation serves as the baseline for the return expectation.  Various real return premiums 
over the baseline inflation rate have been established for each asset class.  The long-term expected nominal 
rate of return has been determined by calculating a weighted average of the expected real return premiums 
for each asset class, adding the projected inflation rate, and adding the expected return from rebalancing 
uncorrelated asset classes.  

The target allocation and best estimates of arithmetic real rates of return for each major assets class are 
summarized in the following table: 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Long Term Expected
Real Rate of Return

Discount Rate - The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers and 
from the members would be computed based on contribution requirements as stipulated by State statute.  
Projected inflows from investment earning were calculated using the long-term assumed investment rate of 
return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position was projected to be 
available to make all future benefit payments of current plan members.  Therefore, the long-term expected 
rate of return on pension plan investments was applied to all periods of projected benefits to determine the 
total pension liability.   

Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate - Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the net pension liability calculated using the discount rate of 7.50 percent, as 
well as what each plan’s net pension liability would be if it were calculated using a discount rate that is one 
percentage point lower (6.50 percent), or one percentage point higher (8.50 percent) than the current rate.    
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NOTE 12 - DEFINED BENEFIT PENSION PLANS - (Continued) 

Current
1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)
Academy's proportionate share

of the net pension liability 856,464$     617,165$     416,703$        

Actuarial Assumptions - STRS Ohio 

Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results used 
in the July 1, 2017, actuarial valuation, compared with July 1, 2016 are presented below:   

July 1, 2017 July 1, 2016

Inflation 2.50 percent 2.75 percent
Projected salary increases 12.50 percent at age 20 to 12.25 percent at age 20 to

 2.50 percent at age 65  2.75 percent at age 70
Investment rate of return 7.45 percent, net of investment 7.75 percent, net of investment

 expenses, including inflation  expenses, including inflation
Payroll increases 3 percent 3.5 percent
Cost-of-living adjustments 0.0 percent, effective July 1, 2017 2 percent simple applied as follows: 
 (COLA)   for members retiring before

 August 1, 2013, 2 percent per year;
  for members retiring  August 1, 2013,
 or later, 2 percent COLA commences
 on fifth anniversary of retirement date.

For the July 1, 2017, actuarial valuation, post-retirement mortality rates for healthy retirees are based on the 
RP-2014 Annuitant Mortality Table with 50 percent of rates through age 69, 70 percent of rates between ages 
70 and 79, 90 percent of rates between ages 80 and 84, and 100 percent of rates thereafter, projected forward 
generationally using mortality improvement scale MP-2016.  Post-retirement disabled mortality rates are 
based on the RP-2014 Disabled Mortality Table with 90 percent of rates for males and 100 percent of rates 
for females, projected forward generationally using mortality improvement scale MP-2016.  Pre-retirement 
mortality rates are based on RP-2014 Employee Mortality Table, projected forward generationally using 
mortality improvement scale MP-2016. 

For the July 1, 2016 actuarial valuation, mortality rates were based on the RP-2000 Combined Mortality 
Table (Projection 2022—Scale AA) for Males and Females.  Males’ ages are set-back two years through age 
89 and no set-back for age 90 and above.  Females younger than age 80 are set back four years, one year set 
back from age 80 through 89, and no set back from age 90 and above.   

Actuarial assumptions used in the July 1 2017, valuation are based on the results of an actuarial experience 
study for the period July 1, 2011 through June 30, 2016.  Actuarial assumptions used in the June 30, 2016, 
valuation are based on the results of an actuarial experience study, effective July 1, 2012. 
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NOTE 12 - DEFINED BENEFIT PENSION PLANS - (Continued) 

STRS Ohio’s investment consultant develops an estimate range for the investment return assumption based 
on the target allocation adopted by the Retirement Board.  The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows: 

Target
Asset Class Allocation

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Long Term Expected
Real Rate of Return *

*10-Year geometric nominal returns, which include the real rate of return and inflation of 2.25% and does
not include investment expenses.  Over a 30-year period, STRS’ investment consultant indicates that the 
above target allocations should generate a return above the actuarial rate of return, without net value added 
by management. 

Discount Rate - The discount rate used to measure the total pension liability was 7.45 percent as of June 30, 
2017.  The discount rate used to measure the total pension liability was 7.75 percent as of June 30, 2016.  The 
projection of cash flows used to determine the discount rate assumes member and employer contributions 
will be made at the statutory contribution rates in accordance with rate increases described above.  For this 
purpose, only employer contributions that are intended to fund benefits of current plan members and their 
beneficiaries are included.  Projected employer contributions that are intended to fund the service costs of 
future plan members and their beneficiaries, as well as projected contributions from future plan members, 
are not included.  Based on those assumptions, STRS’ fiduciary net position was projected to be available to 
make all projected future benefit payments to current plan members as of June 30, 2017.  Therefore, the long-
term expected rate of return on pension plan investments of 7.45 percent was applied to all periods of 
projected benefit payment to determine the total pension liability as of June 30, 2017. 

Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate - The following table presents the Academy's proportionate share of the net pension liability calculated 
using the current period discount rate assumption of 7.45 percent, as well as what the Academy's 
proportionate share of the net pension liability would be if it were calculated using a discount rate that is one-
percentage-point lower (6.45 percent) or one-percentage-point higher (8.45 percent) than the current rate:  

1% Decrease Discount Rate 1% Increase
(6.45%) (7.45%) (8.45%)

Academy's proportionate share
of the net pension liability 1,154,114$       805,121$     511,147$        
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NOTE 13 - DEFINED BENEFIT OPEB PLANS 

The Academy has contracted with Accel Schools (See Note 15) to provide employee services and to pay 
those employees.  However, these contract services do not relieve the Academy of their obligation for 
remitting pension contributions.  The retirement systems consider the Academy as the Employer-of-Record 
and the Academy is ultimately responsible for remitting retirement contributions to the systems noted below. 

Net OPEB Liability 

The net OPEB liability reported on the statement of net position represents a liability to employees for OPEB. 
OPEB is a component of exchange transactions-–between an employer and its employees—of salaries and 
benefits for employee services.  OPEB are provided to an employee—on a deferred-payment basis—as part 
of the total compensation package offered by an employer for employee services each financial period.  The 
obligation to sacrifice resources for OPEB is a present obligation because it was created as a result of 
employment exchanges that already have occurred. 

The net OPEB liability represents the Academy’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each OPEB 
plan’s fiduciary net position.  The net OPEB liability calculation is dependent on critical long-term variables, 
including estimated average life expectancies, earnings on investments, cost of living adjustments and others. 
While these estimates use the best information available, unknowable future events require adjusting these 
estimates annually.   

The Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   
The Academy cannot control benefit terms or the manner in which OPEB are financed; however, the 
Academy does receive the benefit of employees’ services in exchange for compensation including OPEB.  

GASB 75 assumes the liability is solely the obligation of the employer, because they benefit from employee 
services.  OPEB contributions come from these employers and health care plan enrollees which pay a portion 
of the health care costs in the form of a monthly premium.  The Ohio Revised Code permits, but does not 
require the retirement systems to provide healthcare to eligible benefit recipients. Any change to benefits or 
funding could significantly affect the net OPEB liability. Resulting adjustments to the net OPEB liability 
would be effective when the changes are legally enforceable. The retirement systems may allocate a portion 
of the employer contributions to provide for these OPEB benefits. 

The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB liability on 
the accrual basis of accounting.  Any liability for the contractually-required OPEB contribution outstanding 
at the end of the year is included in intergovernmental payable on the accrual basis of accounting.   
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NOTE 13 - DEFINED BENEFIT OPEB PLANS - (Continued) 

Plan Description - School Employees Retirement System (SERS) 

Health Care Plan Description - The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a 
cost-sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most types 
of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and service 
retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to the death of 
a member or retiree, are eligible for SERS’ health care coverage. Most retirees and dependents choosing 
SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully insured Medicare 
Advantage plan; however, SERS maintains a traditional, self-insured preferred provider organization for its 
non-Medicare retiree population. For both groups, SERS offers a self-insured prescription drug program. 
Health care is a benefit that is permitted, not mandated, by statute.  The financial report of the Plan is included 
in the SERS Comprehensive Annual Financial Report which can be obtained on SERS’ website at 
www.ohsers.org under Employers/Audit Resources. 

Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the Ohio 
Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the plan 
selected, qualified years of service, Medicare eligibility, and retirement status.   

Funding Policy - State statute permits SERS to fund the health care benefits through employer contributions.  
Each year, after the allocation for statutorily required pensions and benefits, the Retirement Board may 
allocate the remainder of the employer contribution of 14 percent of covered payroll to the Health Care Fund 
in accordance with the funding policy. For fiscal year 2018, .5 percent of covered payroll was made to health 
care. An additional health care surcharge on employers is collected for employees earning less than an 
actuarially determined minimum compensation amount, pro-rated if less than a full year of service credit was 
earned. For fiscal year 2018, this amount was $23,700. Statutes provide that no employer shall pay a health 
care surcharge greater than 2 percent of that employer’s SERS-covered payroll; nor may SERS collect in 
aggregate more than 1.5 percent of the total statewide SERS-covered payroll for the health care surcharge.  
For fiscal year 2018, the Academy’s surcharge obligation was $2,324. 

The surcharge added to the allocated portion of the 14 percent employer contribution rate is the total amount 
assigned to the Health Care Fund.  The Academy’s contractually required contribution to SERS was $3,047 
for fiscal year 2018.   Of this amount, $2,427 is reported as intergovernmental payable.  

Plan Description - State Teachers Retirement System (STRS) 

 Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part B 
premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the report 
of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227-7877. 
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NOTE 13 - DEFINED BENEFIT OPEB PLANS - (Continued) 

Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed by 
STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees, for the most recent year, pay a portion of the health care costs in the form of a monthly premium.  
Under Ohio law, funding for post-employment health care may be deducted from employer contributions, 
currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2018, STRS did not allocate any 
employer contributions to post-employment health care.   

Net OPEB Liability 

The net OPEB liability was measured as of June 30, 2017, and the total OPEB liability used to calculate the 
net OPEB liability was determined by an actuarial valuation as of that date. The Academy's proportion of the 
net OPEB liability was based on the Academy's share of contributions to the respective retirement systems 
relative to the contributions of all participating entities.  Following is information related to the proportionate 
share and OPEB expense: 

SERS STRS Total

Proportion of the net OPEB

liability prior measurement date 0.01025991% 0.00328330%

Proportion of the net OPEB

liability current measurement date 0.01000420% 0.00338924%

Change in proportionate share -0.00025571% 0.00010594%

Proportionate share of the net 
OPEB liability 268,486$     132,236$      400,722$     

OPEB expense 13,213$    (39,542)$       (26,329)$      

At June 30, 2018, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  

SERS STRS Total
Deferred outflows of resources
Differences between expected and
  actual experience -$      7,634$            7,634$            
Difference between Academy contributions
  and proportionate share of contributions/
  change in proportionate share - 4,856 4,856              
Academy contributions subsequent to the 
 measurement date 3,047      - 3,047 

Total deferred outflows of resources 3,047$            12,490$          15,537$          
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NOTE 13 - DEFINED BENEFIT OPEB PLANS - (Continued) 

SERS STRS Total
Deferred inflows of resources
Net difference between projected and
  actual earnings on pension plan investments 709$               5,652$            6,361$            
Changes of assumptions 25,478    10,652            36,130            
Difference between Academy contributions
  and proportionate share of contributions/
  change in proportionate share 7,744      - 7,744 

Total deferred inflows of resources 33,931$          16,304$          50,235$          

$3,047 reported as deferred outflows of resources related to OPEB resulting from Academy contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the year 
ending June 30, 2019.  Other amounts reported as deferred outflows of resources and deferred inflows of 
resources related to OPEB will be recognized in OPEB expense as follows:  

SERS STRS Total
Fiscal Year Ending June 30:

2019 (12,214)$            (1,107)$              (13,321)$           
2020 (12,214)              (1,107)               (13,321)          
2021 (9,325)                (1,107)               (10,432)          
2022 (177) (1,107) (1,284)            
2023 (1) 306 305 

Thereafter - 308 308 

Total (33,931)$            (3,814)$              (37,745)$           

Actuarial Assumptions - SERS 

The total OPEB liability is determined by SERS’ actuaries in accordance with GASB Statement No. 74, as 
part of their annual actuarial valuation for each retirement plan. Actuarial valuations of an ongoing plan 
involve estimates of the value of reported amounts (e.g., salaries, credited service) and assumptions about 
the probability of occurrence of events far into the future (e.g., mortality, disabilities, retirements, 
employment terminations). Actuarially determined amounts are subject to continual review and potential 
modifications, as actual results are compared with past expectations and new estimates are made about the 
future. 

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time of 
each valuation and the historical pattern of sharing benefit costs between the employers and plan members 
to that point. The projection of benefits for financial reporting purposes does not explicitly incorporate the 
potential effects of legal or contractual funding limitations. 
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NOTE 13 - DEFINED BENEFIT OPEB PLANS - (Continued) 

Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations will 
take into account the employee's entire career with the employer and also take into consideration the benefits, 
if any, paid to the employee after termination of employment until the death of the employee and any 
applicable contingent annuitant. In many cases, actuarial calculations reflect several decades of service with 
the employer and the payment of benefits after termination. 

Key methods and assumptions used in calculating the total OPEB liability in the latest actuarial valuation 
date of June 30, 2017, are presented below: 

Wage inflation 3.00 percent
Future salary increases, including inflation 3.50 percent to 18.20 percent
Investment rate of return 7.50 percent net of investments

expense, including inflation
Municipal bond index rate:

Measurement date 3.56 percent
Prior measurement date 2.92 percent

Single equivalent interest rate, net of plan investment expense,
including price inflation:

Measurement date 3.63 percent
Prior measurement date 2.98 percent

Medical trend assumption:
Medicare 5.50 to 5.00 percent
Pre-Medicare 7.50 to 5.00 percent

Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality Table 
with 90 percent for male rates and 100 percent for female rates set back five years. 

The most recent experience study was completed for the five year period ended June 30, 2015.  

The long-term expected rate of return on plan assets is reviewed as part of the actuarial five-year experience 
study. The most recent study covers fiscal years 2010 through 2015, and was adopted by the Board on April 
21, 2016. Several factors are considered in evaluating the long-term rate of return assumption including long-
term historical data, estimates inherent in current market data, and a log-normal distribution analysis in which 
best-estimate ranges of expected future real rates of return were developed by the investment consultant for 
each major asset class. These ranges were combined to produce the long-term expected rate of return, 7.50 
percent, by weighting the expected future real rates of return by the target asset allocation percentage and 
then adding expected inflation. The capital market assumptions developed by the investment consultant are 
intended for use over a 10-year horizon and may not be useful in setting the long-term rate of return for 
funding pension plans which covers a longer timeframe. The assumption is intended to be a long-term 
assumption and is not expected to change absent a significant change in the asset allocation, a change in the 
inflation assumption, or a fundamental change in the market that alters expected returns in future years. 
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NOTE 13 - DEFINED BENEFIT OPEB PLANS - (Continued) 

The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, as 
used in the June 30, 2015 five-year experience study, are summarized as follows: 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return

Discount Rate - The discount rate used to measure the total OPEB liability at June 30, 2017 was 3.63 percent. 
The discount rate used to measure total OPEB liability prior to June 30, 2017 was 2.98 percent. The projection 
of cash flows used to determine the discount rate assumed that contributions will be made from members and 
the System at the state statute contribution rate of 2.00 percent of projected covered employee payroll each 
year, which includes a 1.50 percent payroll surcharge and 0.50 percent of contributions from the basic 
benefits plan. Based on these assumptions, the OPEB plan’s fiduciary net position was projected to become 
insufficient to make future benefit payments during the fiscal year ending June 30, 2025. Therefore, the long-
term expected rate of return on OPEB plan assets was used to present value the projected benefit payments 
through the fiscal year ending June 30, 2024 and the Fidelity General Obligation 20-year Municipal Bond 
Index rate of 3.56 percent, as of June 30, 2017 (i.e. municipal bond rate), was used to present value the 
projected benefit payments for the remaining years in the projection. The total present value of projected 
benefit payments from all years was then used to determine the single rate of return that was used as the 
discount rate. The projection of future benefit payments for all current plan members was until the benefit 
payments ran out. 

Sensitivity of the Academy's Proportionate Share of the Net OPEB Liability to Changes in the Discount 
Rate and Changes in the Health Care Cost Trend Rates - The net OPEB liability is sensitive to changes in 
the discount rate and the health care cost trend rate. The following table presents the net OPEB liability of 
SERS, what SERS' net OPEB liability would be if it were calculated using a discount rate that is 1 percentage 
point lower (2.63%) and higher (4.63%) than the current discount rate (3.63%).  Also shown is what SERS' 
net OPEB liability would be based on health care cost trend rates that are 1 percentage point lower (6.5% 
decreasing to 4.0%) and higher (8.5% decreasing to 6.0%) than the current rate. 

Current
1% Decrease Discount Rate 1% Increase

(2.63%) (3.63%) (4.63%)

Academy's proportionate share
of the net OPEB liability 324,232$          268,486$          224,322$          
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NOTE 13 - DEFINED BENEFIT OPEB PLANS - (Continued) 

1% Decrease Trend Rate 1% Increase
(6.5 % decreasing (7.5 % decreasing (8.5 % decreasing

to 4.0 %) to 5.0 %) to 6.0 %)

Academy's proportionate share
of the net OPEB liability 217,857$          268,486$          335,496$          

Actuarial Assumptions - STRS 

Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results used 
in the June 30, 2017, actuarial valuation are presented below:   

Inflation 2.50 percent
Projected salary increases 12.50 percent at age 20 to 

 2.50 percent at age 65
Investment rate of return 7.45 percent, net of investment

 expenses, including inflation
Payroll increases 3 percent
Cost-of-living adjustments 0.0 percent, effective July 1, 2017
  (COLA)
Blended discount rate of return 4.13 percent
Health care cost trends 6 to 11 percent initial, 4.5 percent ultimate

Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 

For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 percent 
of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 and 
84, and 100 percent of rates thereafter, projected forward generationally using mortality improvement scale 
MP-2016. For disabled retirees, mortality rates are based on the RP-2014 Disabled Mortality Table with 90 
percent of rates for males and 100 percent of rates for females, projected forward generationally using 
mortality improvement scale MP-2016. 

Actuarial assumptions used in the June 30, 2017, valuation are based on the results of an actuarial experience 
study for the period July 1, 2011 through June 30, 2016.  

Since the prior measurement date, the discount rate was increased from 3.26 percent to 4.13 percent based 
on the methodology defined under GASB Statement No. 74, Financial Reporting for Postemployment Benefit 
Plans Other Than Pension Plans (OPEB) and the long term expected rate of return was reduced from 7.75 
percent to 7.45 percent. Valuation year per capita health care costs were updated, and the salary scale was 
modified. The percentage of future retirees electing each option was updated based on current data and the 
percentage of future disabled retirees and terminated vested participants electing health coverage were 
decreased. The assumed mortality, disability, retirement, withdrawal and future health care cost trend rates 
were modified along with the portion of rebated prescription drug costs. 
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NOTE 13 - DEFINED BENEFIT OPEB PLANS - (Continued) 

Also since the prior measurement date, the subsidy multiplier for non-Medicare benefit recipients was 
reduced from 2.1 percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were 
discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 2019.  Subsequent to the current measurement date, 
the date for discontinuing remaining Medicare Part B premium reimbursements was extended to January 
2020. 

STRS’ investment consultant develops an estimate range for the investment return assumption based on the 
target allocation adopted by the Retirement Board.  The target allocation and long-term expected rate of 
return for each major asset class are summarized as follows: 

Target
Asset Class Allocation

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Long Term Expected
Real Rate of Return *

*10-Year geometric nominal returns, which include the real rate of return and inflation of 2.25% and does
not include investment expenses.  Over a 30-year period, STRS’ investment consultant indicates that the 
above target allocations should generate a return above the actuarial rate of return, without net value added 
by management. 

Discount Rate - The discount rate used to measure the total OPEB liability was 4.13 percent as of June 30, 
2017. The projection of cash flows used to determine the discount rate assumes STRS Ohio continues to 
allocate no employer contributions to the health care fund. Based on these assumptions, the OPEB plan’s 
fiduciary net position was not projected to be sufficient to make all projected future benefit payments of 
current plan members. The OPEB plan’s fiduciary net position was projected to become insufficient to make 
future benefit payments during the fiscal year ending June 30, 2037.  Therefore, the long-term expected rate 
of return on OPEB plan assets was used to determine the present value of the projected benefit payments 
through the fiscal year ending June 30, 2036 and the Bond Buyer 20-year municipal bond rate of 3.58 percent 
as of June 30, 2017 (i.e. municipal bond rate), was used to determine the present value of the projected benefit 
payments for the remaining years in the projection.  The total present value of projected benefit payments 
from all years was then used to determine the single rate of return that was used as the discount rate. The 
blended discount rate of 4.13 percent, which represents the long-term expected rate of return of 7.45 percent 
for the funded benefit payments and the Bond Buyer 20-year municipal bond rate of 3.58 percent for the 
unfunded benefit payments, was used to measure the total OPEB liability as of June 30, 2017.  A blended 
discount rate of 3.26 percent which represents the long term expected rate of return of 7.75 percent for the 
funded benefit payments and the Bond Buyer 20-year municipal bond rate of 2.85 percent for the unfunded 
benefit payments was used to measure the total OPEB liability at June 30, 2016. 
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NOTE 13 - DEFINED BENEFIT OPEB PLANS - (Continued) 

Sensitivity of the Academy's Proportionate Share of the Net OPEB Liability to Changes in the Discount 
and Health Care Cost Trend Rate - The following table represents the net OPEB liability as of June 30, 
2017, calculated using the current period discount rate assumption of 4.13 percent, as well as what the net 
OPEB liability would be if it were calculated using a discount rate that is one percentage point lower (3.13 
percent) or one percentage point higher (5.13 percent) than the current assumption.  Also shown is the net 
OPEB liability as if it were calculated using health care cost trend rates that are one percentage point lower 
or one percentage point higher than the current health care cost trend rates. 

1% Decrease Discount Rate 1% Increase
(3.13%) (4.13%) (5.13%)

Academy's proportionate share
of the net OPEB liability 177,524$         132,236$        96,443$           

Current
1% Decrease Trend Rate 1% Increase

Academy's proportionate share
of the net OPEB liability 91,872$           132,236$        185,359$         

NOTE 14 - CONTINGENCIES 

A. Grants

The Academy receives significant financial assistance from numerous federal, State and local agencies
in the form of grants.  The disbursement of funds received under these programs generally requires
compliance with terms and conditions specified in the grant agreements and are subject to audit by the
grantor agencies.  Any disallowed claims resulting from such audits could become a liability of the
Academy.  However, in the opinion of management, any such disallowed claims will not have a material
effect on the financial position of the Academy.

B. Litigation

The Academy is not involved in any litigation that, in the opinion of management, would have a material
effect on the financial statements.

C. School Foundation

School foundation funding is based on the annualized full-time equivalent (FTE) enrollment of each
student.  However, there is an important nexus between attendance and enrollment for Foundation
funding purposes.  Community schools must provide documentation that clearly demonstrates students
have participated in learning opportunities. The Ohio Department of Education (ODE) is legislatively
required to adjust/reconcile funding as enrollment information is updated by schools throughout the
State, which can extend past the fiscal year end.

Attachment 26: Audited Financial Statements Page 2770



EASTLAND PREPARATORY ACADEMY  
FRANKLIN COUNTY, OHIO 

NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2018 

39 

NOTE 14 - CONTINGENCIES - (Continued) 

Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal 
year end that may result in an additional adjustment to the enrollment information as well as claw backs 
of Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance.  ODE did not perform such a review on the Academy for fiscal year 2018.   

As a result of the fiscal year 2018 reviews, the Academy is due $7,420 from ODE. $7,507 was included 
in the financial statements as an Intergovernmental Receivable.  

In addition, the Academy’s contracts with their Sponsor and Management Company require payment 
based on revenues received from the State.  As discussed above, the Academy is due $7,420 from ODE 
as a result of the fiscal year 2018 FTE reviews.  The Academy owes $223 to their Sponsor and $965 to 
their Management Company as a result.  These amounts have not been included in the financial 
statements. 

NOTE 15 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES 

The Academy entered into an agreement with Accel Schools Ohio LLC, a management company, to 
provide legal, financial, and other management support services for fiscal year 2018.  The agreement 
was for a period of three years beginning July 1, 2017.  Management fees are calculated as 13% of the 
Academy’s State Revenue, plus $20,000 for managing Federal funds. The total amount due from the 
Academy for the fiscal year ending June 30, 2018 was $208,551 and is included under “Purchased 
Services” on the Statement of Revenues, Expenses and Change in Net Position. 

Also, per the management agreement there are expenses that will be billed to the Academy based on the 
actual costs incurred by Accel Schools.  These expenses include rent, salaries of Accel employees 
working at the Academy and other costs related to providing education and administrative services.  The 
total amount billed to the Academy inclusive of management fees during fiscal year 2018 was $677,935.  

The following is a summary of management company expenses during the fiscal year: 

Support
Regular Services Total

Direct expenses:

Salaries & wages 526,182$         -$      526,182$       
Employees' benefits 175,085     - 175,085  
Professional & technical services - 396,152 396,152  
Property services - 168,673 168,673  

Utilities - 54,344 54,344 

Contracted craft or trade services - 95,583 95,583 

Supplies 47,082  19,532 66,614 

Other direct costs - 85,120 85,120 
Indirect expenses: -  

Overhead - 150,930 150,930       

Total expenses 748,349$         970,334$     1,718,683$    

Accel Schools Ohio, LLC charges expenses benefiting more than one school (i.e. overhead) are pro-
rated based on full time equivalent (FTE) head count as of June 30, 2018 by each school it manages.  
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NOTE 16 – SUBSEQUENT EVENTS 

The Academy moved into a new building effective the beginning for the 2018-2019 school year. 

On May 14, 2018, the Academy renewed the Sponsorship Agreement with the North Central Ohio 
Educational Service Center for a term of five years, commencing on July 1, 2018 and ending on June 30, 
2023. 

NOTE 17 - MANAGEMENT PLAN

For the fiscal year 2018, the school had an operating loss of $207,901 and a negative net position of 
$950,377.

Management continues to take steps towards increasing student enrollment and containing costs, which 
would provide additional State funding and reduce expenses respectively, enabling the school to return to 
financial stability. 
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2018 2017 2016

Academy's proportion of the 
net pension liability 0.01032950% 0.01044530% 0.00580960%

Academy's proportionate share of the 
net pension liability 617,165$           764,500$           331,501$           

Academy's covered payroll 315,471$           344,971$           174,901$           

Academy's proportionate share of the 
net pension liability as a percentage of its
covered payroll 195.63% 221.61% 189.54%

Plan fiduciary net position as a percentage
of the total pension liability 69.50% 62.98% 69.16%

Note: Information prior to 2016 was unavailable.  Schedule is intended to show information
for 10 years.  Additional years will be displayed as they become available.

Amounts presented for each fiscal year were determined as of the 
Academy's measurement date which is the prior year-end.

SEE ACCOMPANYING NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION

EASTLAND PREPARATORY ACADEMY
FRANKLIN COUNTY, OHIO

SCHEDULES OF REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF THE ACADEMY'S PROPORTIONATE SHARE OF 
THE NET PENSION LIABILITY

SCHOOL EMPLOYEES RETIREMENT SYSTEM (SERS) OF OHIO

LAST THREE FISCAL YEARS
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2018 2017 2016

0.00338924% 0.00328330% 0.00225767%

805,121$           1,099,019$        623,954$           

364,771$           357,436$           273,886$           

220.72% 307.47% 227.82%

Academy's proportion of the 
net pension liability

Academy's proportionate share of the 
net pension liability

Academy's covered payroll

Academy's proportionate share of the 
net pension liability as a percentage of its 
covered payroll

Plan fiduciary net position as a percentage 
of the total pension liability 75.30% 66.80% 72.10%

Note: Information prior to 2016 was unavailable.  Schedule is intended to show information
for 10 years.  Additional years will be displayed as they become available.

Amounts presented for each fiscal year were determined as of the 
Academy's measurement date which is the prior year-end.

SEE ACCOMPANYING NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION

LAST THREE FISCAL YEARS

EASTLAND PREPARATORY ACADEMY
FRANKLIN COUNTY, OHIO

SCHEDULES OF REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF THE ACADEMY'S PROPORTIONATE SHARE OF 
THE NET PENSION LIABILITY

STATE TEACHERS RETIREMENT SYSTEM (STRS) OF OHIO
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2018 2017 2016 2015

Contractually required contribution 19,527$             44,166$             48,296$             23,052$             

Contributions in relation to the 
contractually required contribution (19,527)             (44,166)             (48,296)             (23,052)             

Contribution deficiency (excess) -$                       -$                       -$                       -$                       

Academy's covered payroll 144,644$           315,471$           344,971$           174,901$           

Contributions as a percentage of
covered payroll 13.50% 14.00% 14.00% 13.18%

Note:  The Academy began contributing to SERS during fiscal year 2015.  Schedule is intended
to show information for 10 years.  Additional years will be displayed as they become available.

SEE ACCOMPANYING NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION

LAST FOUR FISCAL YEARS

EASTLAND PREPARATORY ACADEMY
FRANKLIN COUNTY, OHIO

SCHEDULES OF REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF ACADEMY'S PENSION CONTRIBUTIONS
SCHOOL EMPLOYEES RETIREMENT SYSTEM (SERS) OF OHIO
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2018 2017 2016 2015

Contractually required contribution 66,792$             51,068$             50,041$             38,344$             

Contributions in relation to the 
contractually required contribution (66,792)             (51,068)             (50,041)             (38,344)             

Contribution deficiency (excess) -$                      -$                      -$                      -$                      

Academy's covered payroll 477,086$           364,771$           357,436$           273,886$           

Contributions as a percentage of
covered payroll 14.00% 14.00% 14.00% 14.00%

Note:  The Academy began contributing to STRS during fiscal year 2015.  Schedule is intended
to show information for 10 years.  Additional years will be displayed as they become available.

LAST FOUR FISCAL YEARS

SEE ACCOMPANYING NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION

EASTLAND PREPARATORY ACADEMY
FRANKLIN COUNTY, OHIO

SCHEDULES OF REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF ACADEMY'S PENSION CONTRIBUTIONS
STATE TEACHERS RETIREMENT SYSTEM (STRS) OF OHIO
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2018 2017

Academy's proportion of the 
net OPEB liability 0.01000420% 0.01025991%

Academy's proportionate share of the 
net OPEB liability 268,486$           292,446$           

Academy's covered payroll 315,471$           344,971$           

Academy's proportionate share of the 
net OPEB liability as a percentage of its
covered payroll 85.11% 84.77%

Plan fiduciary net position as a percentage
of the total OPEB liability 12.46% 11.49%

Note: Information prior to 2017 was unavailable.  Schedule is intended to show information
for 10 years.  Additional years will be displayed as they become available.

Amounts presented for each fiscal year were determined as of the 
Academy's measurement date which is the prior year-end.

SEE ACCOMPANYING NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION

LAST TWO FISCAL YEARS

EASTLAND PREPARATORY ACADEMY
FRANKLIN COUNTY, OHIO

SCHEDULES OF REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF THE ACADEMY'S PROPORTIONATE SHARE OF 
THE NET OPEB LIABILITY

SCHOOL EMPLOYEES RETIREMENT SYSTEM (SERS) OF OHIO
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2018 2017

Academy's proportion of the 
net OPEB liability 0.00338924% 0.00328330%

Academy's proportionate share of the 
net OPEB liability 132,236$           175,592$           

Academy's covered payroll 364,771$           357,436$           

Academy's proportionate share of the 
net OPEB liability as a percentage of its
covered payroll 36.25% 49.13%

Plan fiduciary net position as a percentage
of the total OPEB liability 47.10% 37.33%

Note: Information prior to 2017 was unavailable.  Schedule is intended to show information
for 10 years.  Additional years will be displayed as they become available.

Amounts presented for each fiscal year were determined as of the 
Academy's measurement date which is the prior year-end.

SEE ACCOMPANYING NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION

LAST TWO FISCAL YEARS

EASTLAND PREPARATORY ACADEMY
FRANKLIN COUNTY, OHIO

SCHEDULES OF REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF THE ACADEMY'S PROPORTIONATE SHARE OF 
THE NET OPEB LIABILITY

STATE TEACHERS RETIREMENT SYSTEM (STRS) OF OHIO
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2018 2017 2016 2015

Contractually required contribution 3,047$               3,242$               3,796$               3,003$               

Contributions in relation to the 
contractually required contribution (3,047)               (3,242)               (3,796)               (3,003)               

Contribution deficiency (excess) -$                      -$                      -$                      -$                      

Academy's covered payroll 144,644$           315,471$           344,971$           174,901$           

Contributions as a percentage of
covered payroll 2.11% 1.03% 1.10% 1.72%

Note:  The Academy began contributing to SERS during fiscal year 2015.  Schedule is intended
to show information for 10 years.  Additional years will be displayed as they become available.

SEE ACCOMPANYING NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION

EASTLAND PREPARATORY ACADEMY
FRANKLIN COUNTY, OHIO

SCHEDULES OF REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF ACADEMY'S OPEB CONTRIBUTIONS
SCHOOL EMPLOYEES RETIREMENT SYSTEM (SERS) OF OHIO

LAST FOUR FISCAL YEARS
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2018 2017 2016 2015

Contractually required contribution -$                     -$                     -$                     -$                     

Contributions in relation to the 
contractually required contribution -                       -                       -                       -                       

Contribution deficiency (excess) -$                     -$                     -$                     -$                     

Academy's covered payroll 477,086$          364,771$          357,436$          273,886$          

Contributions as a percentage of
covered payroll 0.00% 0.00% 0.00% 0.00%

Note:  The Academy began contributing to STRS during fiscal year 2015.  Schedule is intended
to show information for 10 years.  Additional years will be displayed as they become available.

LAST FOUR FISCAL YEARS

SEE ACCOMPANYING NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION

EASTLAND PREPARATORY ACADEMY
FRANKLIN COUNTY, OHIO

SCHEDULES OF REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF ACADEMY'S OPEB CONTRIBUTIONS
STATE TEACHERS RETIREMENT SYSTEM (STRS) OF OHIO
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PENSION

EASTLAND PREPARATORY ACADEMY
FRANKLIN COUNTY, OHIO

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
FOR THE FISCAL YEAR ENDED JUNE 30, 2018

SCHOOL EMPLOYEES RETIREMENT SYSTEM (SERS) OF OHIO

Changes in benefit terms: There were no changes in benefit terms from the amounts reported for fiscal years 2014-2017. For fiscal year
2018, SERS changed from a fixed 3% annual increase to a Cost of Living Adjustment (COLA) based on the changed in the Consumer Price
Index (CPI-W), with a cap of 2.5% and a floor of 0%. 

Changes in assumptions: There were no changes in methods and assumptions used in the calculation of actuarial determined contributions
for fiscal years 2014-2016. For fiscal year 2017, the following changes of assumptions affected the total pension liability since the prior
measurement date: (a) the assumed rate of inflation was reduced from 3.25% to 3.00%, (b) payroll growth assumption was reduced from
4.00% to 3.50%, (c) assumed real wage growth was reduced from 0.75% to 0.50%, (d) Rates of withdrawal, retirement and disability were
updated to reflect recent experience, (e) mortality among active members was updated to RP-2014 Blue Collar Mortality Table with fully
generational projection and a five year age set-back for both males and females, (f) mortality among service retired members, and
beneficiaries was updated to the following RP-2014 Blue Collar Mortality Table with fully generational projection with Scale BB, 120% of
male rates, and 110% of female rates, (g) mortality among disabled members was updated to RP-2000 Disabled Mortality Table, 90% for
male rates and 100% for female rates, set back five years is used for the period after disability retirement and (h) the discount rate was
reduced from 7.75% to 7.50%. There were no changes in methods and assumptions used in the calculation of actuarial determined
contributions for fiscal year 2018. 

STATE TEACHERS RETIREMENT SYSTEM (STRS) OF OHIO

Changes in benefit terms: There were no changes in benefit terms from the amounts reported for fiscal years 2014-2017. For fiscal year
2018, STRS decreased the Cost of Living Adjustment (COLA) to zero.

Changes in assumptions: There were no changes in methods and assumptions used in the calculation of actuarial determined contributions
for fiscal years 2014-2017. For fiscal year 2018, the following changes of assumption affected the total pension liability since the prior
measurement date: (a) the long term expected rate of return was reduced from 7.75% to 7.45%, (b) the inflation assumption was lowered
from 2.75% to 2.50%, (c) the payroll growth assumption was lowered to 3.00%, (d) total salary increases rate was lowered by decreasing
the merit component of the individual salary increases, in addition to a decrease of 0.25% due to lower inflation (e) the healthy and disabled
mortality assumptions were updated to the RP-2014 mortality tables with generational improvement scale MP-2016 and (f) rates of
retirement, termination and disability were modified to better reflect anticipated future experience.

(Continued)
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EASTLAND PREPARATORY ACADEMY
FRANKLIN COUNTY, OHIO

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2018

Changes in assumptions: There were no changes in methods and assumptions used in the calculation of actuarial determined contributions
for fiscal year 2017. For fiscal year 2018, the following changes of assumption affected the total OPEB liability since the prior
measurement date: (a) the discount rate was increased from 3.26% to 4.13% based on the methodology defined under GASB Statement No.
74, Financial Reporting for Postemployment Benefit Plans Other Than Pension Plans (OPEB), (b) the long term expected rate of return was
reduced from 7.75% to 7.45%, (c) valuation year per capita health care costs were updated, and the salary scale was modified, (d) the
percentage of future retirees electing each option was updated based on current data and the percentage of future disabled retirees and
terminated vested participants electing health coverage were decreased and (e) the assumed mortality, disability, retirement, withdrawal and
future health care cost trend rates were modified along with the portion of rebated prescription drug costs.

OTHER POSTEMPLOYMENT BENEFITS (OPEB)

SCHOOL EMPLOYEES RETIREMENT SYSTEM (SERS) OF OHIO

Changes in benefit terms: There were no changes in benefit terms from the amounts reported for fiscal years 2017-2018.

Changes in assumptions: There were no changes in methods and assumptions used in the calculation of actuarial determined contributions
for fiscal years 2017. For fiscal year 2018, the following changes of assumptions affected the total OPEB liability since the prior
measurement date: (a) assumed rate of inflation was reduced from 3.25% to 3.00%, (b) payroll growth assumption was reduced from 4.00%
to 3.50%, (c) assumed real wage growth was reduced from 0.75% to 0.50%, (d) rates of withdrawal, retirement, and disability were updated
to reflect recent experience, (e) mortality among active members was updated to the following: RP-2014 Blue Collar Mortality Table with
fully generational projection and a five-year age set-back for both males and females, (f) mortality among service retired members, and
beneficiaries was updated to the following: RP-2014 Blue Collar Mortality Table with fully generational projection with Scale BB, 120% of
male rates, and 110% of female rates, (g) mortality among disabled members was updated to the following: RP-2000 Disabled Mortality
Table, 90% for male rates and 100% for female rates, set back five years is used for the period after disability retirement.

STATE TEACHERS RETIREMENT SYSTEM (STRS) OF OHIO

Changes in benefit terms: There were no changes in benefit terms from the amounts reported for fiscal year 2017. For fiscal year 2018,
STRS reduced the subsidy multiplier for non-Medicare benefit recipients from 2.1% to 1.9% per year of service. Medicare Part B premium
reimbursements were discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will
be discontinued beginning January 2019.
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88 East Broad Street, 5th Floor 
 Columbus, Ohio 43215-3506 

(614) 466-3402 or (800) 443-9275 
CentralRegion@ohioauditor.gov 

 

 
 
 
 
 
 
 
 
 

 
INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER 

FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 
REQUIRED BY GOVERNMENT AUDITING STANDARDS 

 
 
Eastland Preparatory Academy 
Franklin County 
2741 S. Hamilton Road 
Columbus, Ohio 43232 
 
To the Board of Directors: 
 
We have audited, in accordance with auditing standards generally accepted in the United States and the 
Comptroller General of the United States’ Government Auditing Standards, the financial statements of 
Eastland Preparatory Academy, Franklin County, (the Academy) as of and for the year ended June 30, 
2018, and the related notes to the financial statements, which collectively comprise the Academy’s basic 
financial statements and have issued our report thereon dated August 30, 2019, wherein we noted the 
Academy adopted Governmental Accounting Standards Board (GASB) Statement No. 75, Accounting and 
Financial Reporting for Postemployment Benefits Other Than Pensions. We also noted the Academy is 
experiencing certain financial difficulties.  

 
Internal Control Over Financial Reporting 
 
As part of our financial statement audit, we considered the Academy’s internal control over financial 
reporting (internal control) to determine the audit procedures appropriate in the circumstances to the extent 
necessary to support our opinion on the financial statements, but not to the extent necessary to opine on 
the effectiveness of the Academy’s internal control.  Accordingly, we have not opined on it.   
 
A deficiency in internal control exists when the design or operation of a control does not allow management 
or employees, when performing their assigned functions, to prevent, or detect and timely correct 
misstatements.  A material weakness is a deficiency, or combination of internal control deficiencies resulting 
in a reasonable possibility that internal control will not prevent or detect and timely correct a material 
misstatement of the Academy’s financial statements.  A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important 
enough to merit attention by those charged with governance.   
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all internal control deficiencies that might be material weaknesses 
or significant deficiencies.  Therefore, unidentified material weaknesses or significant deficiencies may 
exist.  We did identify a certain deficiency in internal control, described in the accompanying schedule of 
findings that we consider a material weakness. We consider finding 2018-001 to be a material weakness. 
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Compliance and Other Matters 
 
As part of reasonably assuring whether the Academy’s financial statements are free of material 
misstatement, we tested its compliance with certain provisions of laws, regulations, contracts, and grant 
agreements, noncompliance with which could directly and materially affect the determination of financial 
statement amounts.  However, opining on compliance with those provisions was not an objective of our 
audit and accordingly, we do not express an opinion.  The results of our tests disclosed instances of 
noncompliance or other matters we must report under Government Auditing Standards, which are 
described in the accompanying schedule of findings as items 2018-001 and 2018-002.   
Purpose of this Report 

 
This report only describes the scope of our internal control and compliance testing and our testing results, 
and does not opine on the effectiveness of the Academy’s internal control or on compliance.  This report is 
an integral part of an audit performed under Government Auditing Standards in considering the Academy’s 
internal control and compliance.  Accordingly, this report is not suitable for any other purpose. 
 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
 
Columbus, Ohio 
 
August 30, 2019 
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EASTLAND PREPARATORY ACADEMY 
FRANKLIN COUNTY 

 
SCHEDULE OF FINDINGS 

JUNE 30, 2018 
 
 

FINDINGS RELATED TO THE FINANCIAL STATEMENTS 
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS 

 
FINDING NUMBER 2018-001 

 
Material Weakness / Material Noncompliance 
Financial Reporting 
 
Ohio Rev. Code § 3314.024(A) provides that a management company that receives more than twenty 
percent of the annual gross revenues of a community school shall provide a detailed accounting including 
the nature and costs of goods and services it provides to the community school.  This information shall be 
reported using the categories and designations set forth in divisions (B) and (C) of this section, as 
applicable.  Furthermore, the Information provided pursuant to this section shall be subject to verification 
through examination of community school records during the course of the regular financial audit of the 
community school. 
 
Additionally, in our audit engagement letter, as required by AU-C Section 210, Terms of Engagement, 
paragraph .06, management acknowledged its responsibility for the preparation and fair presentation of 
their financial statements; this responsibility includes designing, implementing and maintaining internal 
control relevant to preparing and fairly presenting financial statements free from material misstatement, 
whether due to fraud or error as discussed in AU-C Section 210 paragraphs .A14 & .A16.  Governmental 
Accounting Standards Board (GASB) Cod. 1100 paragraph .101 states a governmental accounting system 
must make it possible both: (a) to present fairly and with full disclosure the funds and activities of the 
governmental unit in conformity with generally accepted accounting principles, and (b) to determine and 
demonstrate compliance with finance-related legal and contractual provisions.  
 
The Academy did not have internal controls in place to help ensure expenses were properly classified on 
the financial statements. 
  
The following adjustments were material to the Academy's June 30, 2018 financial statements and were 
made to the Academy's financial statements: 

 A reclassification of $392,240 of salaries and wages and $64,924 of fringe benefits to purchased 
services for wages and benefits paid to employees of the management company.  

 A reclassification of $171,162 of accrued wages to accounts payable for wages and benefits paid 
to employees of the management company.  

 
In addition, adjustments were made to management’s discussion and analysis and to the notes to the 
financial statements to: update information based on the reclassifications noted above; add a management 
company disclosure; and add information in the Pension and OPEB disclosures regarding the Academy’s 
special funding situation. 
  
By not properly recording transactions, inaccurate financial reports could be disseminated to the governing 
board and management as well as financial statement readers. 
 
We recommend the Academy implement internal control procedures over financial reporting to help ensure 
the completeness and accuracy of financial information reported within the Academy's report.  Such 
procedures may include review of the financial statements and related components with analytical 
comparisons of the current year annual report to the prior year reports for obvious errors or omissions.   
 
Officials’ Response 
 
We did not receive a response from Officials to this finding. 
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EASTLAND PREPARATORY ACADEMY 
FRANKLIN COUNTY 

 
SCHEDULE OF FINDINGS 

JUNE 30, 2018 
(Continued) 

 
 

FINDINGS RELATED TO THE FINANCIAL STATEMENTS 
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS (Continued) 

 
FINDING NUMBER 2018-002 

 
Finding for Recovery – Repaid Under Audit / Material Noncompliance 

 
Eastland Preparatory Academy (the Academy) entered into a building lease with Obermiller LLC dated 
March 1, 2013, for the period of March 1, 2013 through June 30, 2018.  The lease was later amended on 
September 24, 2014. The amendment provided that commencing July 1, 2014, the Academy shall pay to 
Obermiller LLC for rent for the leased premises the following amounts, in advance, without demands, or 
set-off: 

1. Monthly rent shall be an amount equal to A-B/C and shall be paid to Obermiller LLC on the tenth 
business day of the month following the calculation of the rent.  For purposes of the foregoing, 
A shall equal the product of the number of full-time equivalent (FTE) students for the previous 
month, as shown on the Monthly Foundation Payment Report (MFPR), times $300.  B is the 
aggregate amount of rent already paid to Obermiller LLC during the current fiscal year.  C is the 
number of months remaining in the current fiscal year. 

2. A final accounting for the immediately preceding fiscal year shall be done on or before July 31 
of each year by comparing A (calculated by using the final FTE shown on the last MFPR for the 
immediately preceding fiscal year) to B (the aggregated amount of rent paid to Obermiller LLC 
for the immediately preceding fiscal year).  If A is greater than B, the Academy shall pay 
Obermiller LLC an amount equal to the difference between A and B.  If B is greater than A, the 
amount by which B exceeds A shall be applied as a credit to the Academy’s monthly rent 
obligation for the current fiscal  year until such excess is reduced to zero. 

 
During fiscal year 2018, the Academy made lease payments to Obermiller LLC totaling $52,644.  As the 
lease ended on June 30, 2018, no final accounting was performed for fiscal year 2018.  Based on 157.29 
FTE per the Ohio Department of Education’s Final Version 2 of the FY18 Detail Funding Report for 
Community Schools, the amount overpaid to Obermiller LLC was $5,457 (157.29 FTE times $300 less 
$52,644 payments made). 
 
In accordance with the foregoing facts and pursuant to Ohio Rev. Code § 117.28, a Finding for Recovery 
for public monies due but not collected is hereby issued against Obermiller LLC in the amount of $5,457 
and in favor of Eastland Preparatory Academy’s General Fund, in the amount of $5,457. 
 
The Finding for Recovery was repaid in full by Obermiller LLC to the General Fund and deposited on August 
7, 2019. 

 
Officials’ Response 
 
We did not receive a response from Officials to this finding. 
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Lausche Building, 12th Floor 
615 Superior Avenue, NW 

Cleveland, Ohio 44113-1801 
(216) 787-3665 or (800) 626-2297 

NortheastRegion@ohioauditor.gov 
 

INDEPENDENT AUDITOR’S REPORT  
 

 
Euclid Preparatory Academy 
Cuyahoga County 
23001 Euclid Avenue 
Euclid, Ohio 44117 
 
To the Board of Directors: 
 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Euclid Preparatory Academy, Cuyahoga 
County, Ohio (the Academy), as of and for the year ended June 30, 2019, and the related notes to the 
financial statements, which collectively comprise the Academy’s basic financial statements as listed in the 
table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for preparing and fairly presenting these financial statements in accordance 
with accounting principles generally accepted in the United States of America; this includes designing, 
implementing, and maintaining internal control relevant to preparing and fairly presenting financial 
statements that are free from material misstatement, whether due to fraud or error. 
 
Auditor's Responsibility 
 
Our responsibility is to opine on these financial statements based on our audit.  We audited in accordance 
with auditing standards generally accepted in the United States of America and the financial audit standards 
in the Comptroller General of the United States’ Government Auditing Standards.  Those standards require 
us to plan and perform the audit to reasonably assure the financial statements are free from material 
misstatement. 
 
An audit requires obtaining evidence about financial statement amounts and disclosures.  The procedures 
selected depend on our judgment, including assessing the risks of material financial statement 
misstatement, whether due to fraud or error.  In assessing those risks, we consider internal control relevant 
to the Academy’s preparation and fair presentation of the financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not to the extent needed to opine on the 
effectiveness of the Academy’s internal control.  Accordingly, we express no such opinion.  An audit also 
includes evaluating the appropriateness of management’s accounting policies and the reasonableness of 
their significant accounting estimates, as well as our evaluation of the overall financial statement 
presentation. 

 
We believe the audit evidence we obtained is sufficient and appropriate to support our audit opinion. 
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Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of the Euclid Preparatory Academy, Cuyahoga County as of June 30, 2019, and the changes in its 
financial position and its cash flows for the year then ended in accordance with the accounting principles 
generally accepted in the United States of America. 
 
Other Matters 
 
Required Supplementary Information  
 
Accounting principles generally accepted in the United States of America require this presentation to include 
management’s discussion and analysis, and schedules of net pension and other post-employment benefit 
liabilities and pension and other post-employment benefit contributions listed in the table of contents, to 
supplement the basic financial statements. Although this information is not part of the basic financial 
statements, the Governmental Accounting Standards Board considers it essential for placing the basic 
financial statements in an appropriate operational, economic, or historical context. We applied certain 
limited procedures to the required supplementary information in accordance with auditing standards 
generally accepted in the United States of America, consisting of inquiries of management about the 
methods of preparing the information and comparing the information for consistency with management’s 
responses to our inquiries to the basic financial statements, and other knowledge we obtained during our 
audit of the basic financial statements. We do not opine or provide any assurance on the information 
because the limited procedures do not provide us with sufficient evidence to opine or provide any other 
assurance. 

 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated July 10, 2020, 
on our consideration of the Academy’s internal control over financial reporting and our tests of its 
compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters.  
That report describes the scope of our internal control testing over financial reporting and compliance, and 
the results of that testing, and does not opine on internal control over financial reporting or on compliance.  
That report is an integral part of an audit performed in accordance with Government Auditing Standards in 
considering the Academy’s internal control over financial reporting and compliance. 

 
 
 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
 
Columbus, Ohio 
 
July 10, 2020 
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The discussion and analysis of the Euclid Preparatory School (the School) financial performance provides 
an overall review of the School’s financial activities for the fiscal year ended June 30, 2019. The intent of 
this discussion and analysis is to look at the School’s’ financial performance as a whole; readers should 
also review the basic financial statements and notes to the basic financial statements to enhance their 
understanding of the School’s financial performance.  

The Management’s Discussion and Analysis (the MD&A) is an element of the reporting model adopted 
by the Governmental Accounting Standards Board (GASB) in their Statement No. 34 Basic Financial 
Statements – and Management’s Discussion and Analysis – for State and Local Governments. Certain 
comparative information between the current fiscal year and the prior fiscal year is required to be 
presented in the MD&A. 

FINANCIAL HIGHLIGHTS 
 
Key Financial Highlights for the School for the 2018-19 school year are as follows:  

• Total Assets and Deferred Outflows increased $1,524,492. 

• Total Liabilities increased $1,421,464.   

• Total Net Position increased $103,345. 

• Total Operating and Non-Operating revenues were $2,333,719. Total Operating expenses were 
$2,437,064. 
 

USING THIS ANNUAL REPORT 
  
This report consists of three parts: the required supplementary information, the basic financial 
statements, and notes to those statements.  The basic financial statements include a Statement of Net 
Position, a Statement of Revenues, Expenses and Change in Net Position, and a Statement of Cash 
Flows.   

The Statement of Net Position and Statement of Revenues, Expenses, and Change in Net Position reflect 
how the School did financially during fiscal year 2019.  These statements include all assets, deferred 
outflows of resources, liabilities, and deferred inflows of resources, using the accrual basis of accounting 
similar to the accounting used by most private-sector companies. This basis of accounting includes all of 
the current year revenues and expenses regardless of when cash is received or paid.  

These statements report the School’s net position and changes in that position. This change in net 
position is important because it tells the reader whether the financial position of the School has 
improved or diminished. The causes of this change may be the result of many factors, some financial, 
some not. Non-financial factors include the School’s’ student enrollment, per-pupil funding as 
determined by the State of Ohio, change in technology, required educational programs and other 
factors. 

The School uses enterprise presentation for all of its activities. 
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USING THIS ANNUAL REPORT (Continued) 
 
Statement of Net Position - The Statement of Net Position answers the question of how the School did 
financially during 2019.  This statement includes all assets, deferred outflows of resources, liabilities, and 
deferred inflows of resources, both financial and capital, and short-term and long-term using the accrual 
basis of accounting and economic resource focus, which is similar to the accounting used by most 
private-sector companies.  This basis of accounting takes into account all revenues and expenses during 
the year, regardless of when the cash is received or paid.   
 
Table 1 provides a summary of the School’s Net Position for fiscal year 2019 compared to fiscal year 
2018.   

Assets

Current Assets  $                152,337  $                  61,897 

Noncurrent Assets                       78,203                                -   

Capital Assets, Net                       14,778                       19,704 

     Total Assets                    245,318                       81,601 

Deferred Outflows of Resources                 1,455,561                       94,786 

       

Liabilities       

Current Liabilities                    831,893                    780,267 

NonCurrent Liabilities                 1,369,838                                -   

      Total Liabilities                 2,201,731                    780,267 

Deferred Inflows of Resources                    206,372                                -   

Net Position

Investment in Capital Assets                       14,778                       19,704 

Unrestricted                   (722,003)                   (623,584)

      Total Net Position  $              (707,225)  $              (603,880)

 

Table 1

Statement of Net Position

20182019

 

Over time, net position can serve as a useful indicator of a government’s financial position.  At June 30, 
2019, the School’s net position totaled $(707,225). The full implementation of GASB 68 and GASB 75 
cause a significant increase in deferred inflows of resources, noncurrent liabilities, noncurrent assets, 
and deferred outflows of resources 

 
Current assets represent cash and cash equivalents, intergovernmental receivable, other assets.  Current 
liabilities represent accounts payable and accrued expenses.  
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USING THIS ANNUAL REPORT (Continued) 
 
The School has adopted GASB Statement 68, “Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27,” and GASB Statement 75, “Accounting and Financial Reporting for 
Postemployment Benefits Other Than Pensions,” which significantly revises accounting for costs and 
liabilities related to other postemployment benefits (OPEB).  For reasons discussed below, many end 
users of this financial statement will gain a clearer understanding of the School’s actual financial 
condition by adding deferred inflows related to pension and OPEB, the net pension liability and the net 
OPEB asset/liability to the reported net position and subtracting deferred outflows related to pension 
and OPEB. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OBEP asset/liability.  GASB 68 and 
GASB 75 take an earnings approach to pension and OPEB accounting; however, the nature of Ohio’s 
statewide pension/OPEB plans and state law governing those systems requires additional explanation in 
order to properly understand the information presented in these statements. 

 
GASB 68 and GASB 75 require the net pension liability and the net OPEB asset/liability to equal the 
School’s proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 
 
GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, 
benefits, and the promise of a future pension and other postemployment benefits.  GASB noted that the 
unfunded portion of this promise is a present obligation of the government, part of a bargained-for 
benefit to the employee, and should accordingly be reported by the government as a liability since they 
received the benefit of the exchange.  However, the School is not responsible for certain key factors 
affecting the balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension 
benefits with the employer.  Both employer and employee contribution rates are capped by State 
statute.  A change in these caps requires action of both Houses of the General Assembly and approval of 
the Governor.  Benefit provisions are also determined by State statute.  The Ohio revised Code permits, 
but does not require the retirement systems to provide healthcare to eligible benefit recipients.  The 
retirement systems may allocate a portion of the employer contributions to provide for these OPEB 
benefits. 
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USING THIS ANNUAL REPORT (Continued) 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a 
specific, legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension/OPEB plan as against the public employer.  State law 
operates to mitigate/lessen the moral obligation of the public employer to the employee, because all 
parties enter the employment exchange with notice as to the law.  The retirement system is responsible 
for the administration of the pension and OPEB plans.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. 
sick and vacation leave), are satisfied through paid time-off or termination payments.  There is no 
repayment schedule for the net pension liability or the net OPEB asset/liability.  As explained above, 
changes in benefits, contribution rates, and return on investments affect the balance of these liabilities, 
but are outside the control of the local government.  In the event that contributions, investment 
returns, and other changes are insufficient to keep up with required payments, State statute does not 
assign/identify the responsible party for the unfunded portion.  Due to the unique nature of how the net 
pension liability and the net OPEB liability are satisfied, these liabilities are separately identified within 
the long-term liability section of the statement of net position. 
 
In accordance with GASB 68 and GASB 75, the School’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate 
share of each plan’s change in net pension liability and net OPEB asset/liability, respectively, not 
accounted for as deferred inflows/outflows.  
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USING THIS ANNUAL REPORT (Continued) 
 
Statement of Revenues, Expenses and Change in Net Position - Table 2 shows the change in Net 
Position for fiscal year 2019 and 2018 as well as a listing of revenues and expenses.   This change in Net 
Position is important because it tells the reader that, for the School as a whole, the financial position of 
the School has improved or diminished. The cause of this may be the result of many factors, some 
financial, some not.  Non-financial factors include the current laws in Ohio restricting revenue growth, 
facility conditions, required educational programs and other factors.  
 
 

Operating Revenues

State Aid  $             2,042,783  $             1,183,823 

Miscellaneous                            968                            397 

     Total Operating Revenues                 2,043,751                 1,184,220 

Operating Expenses       

Purchased Services                 2,375,635                 1,774,700 

Supplies                       39,878                    109,566 

Depreciation                         4,926                         4,926 

Other                       16,625                       15,259 

      Total Operating Expenses                 2,437,064                 1,904,451 

Operating (Loss)                   (393,313)                   (720,231)

Non-Operating Revenues

Federal and State Grants                    289,968                    116,351 

      Total Non-Operating Revenues                    289,968                    116,351 

 

Change in Net Position  $              (103,345)  $              (603,880)

2019

Table 2

Change in Net Position

2018

 
 

Overall, the increase in Operating Revenues was a result of more students being enrolled over the prior 
year. There were also corresponding increases across most of the expense categories during fiscal year 
2019 due to more students needing to be served and certain expenses being based on a percentage of 
revenues, which overall were higher compared to the prior year. 
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BUDGETING HIGHLIGHTS 
 
Community schools are statutorily required to adopt a budget by Ohio Revised Code 3314.032(C).  
However, unlike traditional public schools located in the State of Ohio, community schools are not 
required to follow the specific budgetary process and limits set forth in the Ohio Revised Code Chapter 
5705, unless specifically provided in the contract between the School and its Sponsor. The contract 
between the School and its Sponsor does not require the School to follow the provisions Ohio Revised 
Code Chapter 5705; therefore, no budgetary information is presented in the basic financial statements. 
 
The contract between the School and its Sponsor does prescribe a budgetary process. The School must 
prepare and submit a detail budget for every fiscal year to the Board of Directors and its Sponsor.  The 
five-year forecast is also submitted to the Ohio Department of Education, semi-annually. 
 

CAPITAL ASSETS  

At fiscal year end, the School’s net capital asset balance was $14,778. This balance represents zero 
current year additions offset by current year depreciation of $4,926.   For more information on capital 
assets, see Note 5 of the Basic Financial Statements. 
 

CURRENT FINANCIAL ISSUES 
 
The School is a community School and is funded through the State of Ohio Foundation Program.  The 
School relies on this, as well as, State and Federal funds as its primary source of revenue.   In 2019, the 
State raised the base per pupil funding to $6,020, which is up from $6,010 in the previous year.  
Additionally, community schools in Ohio will be allocated a small amount of facilities funding which is 
also per pupil based.  This amount is projected to be $200 per pupil. 
 
The full-time equivalent enrollment of the School for the year ended June 30, 2019 was 251 compared 
to a figure of 152 at the end of fiscal year 2018. 
 
Overall, the School will continue to provide learning opportunities and apply resources to best meet the 
needs of students. 
 

CONTACTING THE SCHOOL’S FINANCIAL MANAGEMENT  
 
This financial report is designed to provide our citizen’s, taxpayers, investors and creditors with a 
general overview of the School’s finances and to demonstrate accountability for the money it receives. If 
you have questions about this report or need additional information contact the School’s Fiscal Officer, 
C. David Massa, CPA, of Massa Financial Solutions, LLC, 23001 Euclid Ave, Cleveland, OH 44117. 
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EUCLID PREPARATORY SCHOOL - CUYAHOGA COUNTY, OHIO 

  
Statement of Net Position 

At June 30, 2019 
 

Assets:

Current Assets:

    Cash and Cash Equivalents 76,931$            

    Intergovernmental Receivable 23,305

 Other Assets 52,101

      Total Current Assets 152,337

Noncurrent Assets:

  OPEB Asset 78,203

  Capital Assets, net of Accumulated Depreciation 14,778

      Total Noncurrent Assets 92,981

Total Assets 245,318            

Deferred Outflows of Resources:

    Pension 1,184,267         

    OPEB 271,294            

      Total Deferred Outflows of Resources 1,455,561         

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 27,821               

    Accounts Payable, Related Party 793,004            

    Accrued Expenses 11,068               

       Total Current Liabilities 831,893            

Noncurrent Liabilities:

  Net Pension Liability 1,273,323

  Net Benefits Liability 96,515

    Total Noncurrent Liabilities 1,369,838

       Total Liabilities 2,201,731

Deferred Inflows of Resources

    Pension 77,508               

    OPEB 128,864            

      Total Deferred Outflows of Resources 206,372            

Net Position:

  Invested in Capital Assets 14,778

  Unrestricted Net Position (722,003)           

  Total Net Position (707,225)$         

See Accompanying Notes to the Basic Financial Statements
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EUCLID PREPARATORY SCHOOL - CUYAHOGA COUNTY, OHIO 

  
Statement of Revenues, 

Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2019 

 
  

Operating Revenues:

  State Aid 2,042,783$       

  Miscellaneous 968

    Total Operating Revenues 2,043,751

Operating Expenses:

  Purchased Services 2,375,635

  Depreciation 4,926

  Supplies 39,878

  Other Operating Expenses 16,625

    Total Operating Expenses 2,437,064

      Operating Loss (393,312)

Non-Operating Revenues and Expenses:

  Federal and State Grants 289,968

    Net Nonoperating Revenues and Expenses 289,968

Change in Net Position (103,345)           

Net Position Beginning of Year (603,880)           

Net Position End of Year (707,225)$         

See Accompanying Notes to the Basic Financial Statements
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EUCLID PREPARATORY SCHOOL - CUYAHOGA COUNTY, OHIO 

  
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2019 
  

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 2,086,621$       

Other Operating Receipts 968                    

Cash Payments to Suppliers for Goods and Services (1,238,819)        

Cash Payments to Employees for Services (815,893)           

Cash Payments for Employee Benefits (240,668)           

Net Cash Used For Operating Activities (207,791)           

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Federal and State Grant Receipts 277,560            

Net Cash Provided By Noncapital Financing Activities 277,560            

Net Increase in Cash and Cash Equivalents 69,769               

Cash and Cash Equivalents - Beginning of the Year 7,162                 

Cash and Cash Equivalents - Ending of the Year 76,931$            

See Accompanying Notes to the Basic Financial Statements

 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

(Continued) 
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EUCLID PREPARATORY SCHOOL - CUYAHOGA COUNTY, OHIO   
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2019 

(Continued)  

Reconciliation of Operating Loss to Net Cash Used For Operating Activities

Operating Loss (393,312)$         

Adjustments to Reconcile Operating Loss to Net Cash Used For Operating Activities

Depreciation 4,926                 

Changes in Assets, Liabilities, and Deferred Inflows and Outflows:

(Increase)/Decrease in Receivables 8,234                 

(Increase)/ Decrease in Deferred Outflows (1,438,978)        

Increase/ (Decrease) in Deferred Inflows 206,372            

Increase/ (Decrease) in Net Pension Liability 1,369,838         

(Increase)/Decrease in Prepaid Expense (16,497)             

Increase/(Decrease) in Accounts Payable (66,350)             

Increase/(Decrease) in Accrued Expenses 131,250            

Increase/(Decrease) in Accrued Wages and Benefits 1,873                 

Increase/(Decrease) in Withholding Payable (15,147)             

Net Cash Used For Operating Activities (207,791)$         

 
 
        See Accompanying Notes to the Basic Financial Statements 
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NOTES TO THE BASIC FINANCIAL STATEMENTS  
FOR THE YEAR ENDED JUNE 30, 2019  
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NOTE 1 - DESCRIPTION OF THE ENTITY 
 
Euclid Preparatory School, (the School) is a nonprofit corporation established pursuant to Ohio Revised 
Code Chapters 3314 and 1702.  The School’s mission is to improve the lives of its students by providing 
authentic learning experiences in a collaborative, nurturing environment that will build a foundation for 
student’s success in school, at future work and in life. The School operates on a foundation, which 
fosters character building for all students, parents and staff members.  The School, which is part of the 
State’s education program, is independent of any School and is nonsectarian in its programs, admission 
policies, employment practices, and all other operations.  The School may acquire facilities as needed 
and contract for any services necessary for the operation of the School. 
 
The School was approved for operation under a contract with St. Aloysius Orphanage (the Sponsor) for a 
one-year period commencing on July 1, 2016. However, the contract shall automatically renew for 
successive one-year periods through June 30, 2021. The School did not initially open in the first year of 
the contract due to projected low enrollment. Operations for the School commenced in August 2017.  
The Sponsor is responsible for evaluating the performance of the School and has the authority to deny 
renewal of the contract at its expiration or terminate the contract prior to its expiration.  
 
The School operates under the direction of a Board of Directors (the Board).  The Board is responsible 
for carrying out the provisions of the contract which include, but are not limited to, state mandated 
provisions regarding student populations, curriculum, academic goals, performance standards, 
admissions standards, and qualifications of teachers.  The Board controls the School’s instructional and 
administrative staff. 
 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The basic financial statements of the School have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental nonprofit organizations.  The Governmental 
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental 
accounting and financial reporting principles.  The more significant of the School’s accounting policies 
are described below. 
 
Basis of Presentation - The School’s basic financial statements consist of a Statement of Net Position, a 
Statement of Revenue, Expenses and Change in Net Position, and a Statement of Cash Flows. Enterprise 
fund reporting focuses on the determination of the changes in net position, financial position and cash 
flows. 
 
The Government Accounting Standards Board identifies the presentation of all financial activity to be 
reported within one enterprise fund for year-ending reporting purposes.  Enterprise accounting is used 
to account for operations that are financed and operated in a manner similar to private business 
enterprise where the intent is that the cost (expense) of providing goods and services to the general 
public on a continuing basis be financed or recovered primarily through user charges. 
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NOTES TO THE BASIC FINANCIAL STATEMENTS  
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Measurement Focus and Basis of Accounting - The accounting and financial reporting treatment is 
determined by measurement focus. Enterprise accounting uses a flow of economic resources 
measurement focus. Under this measurement focus, all assets, all deferred outflows of resources, all 
liabilities, and all deferred inflows of resources are included on the Statement of Net Position. The 
Statement of Revenues, Expenses and Changes in Net Position presents increases (e.g., revenues) and 
decreases (e.g., expenses) in total Net Position. 
 

Budgetary Process - Community schools are statutorily required to adopt a budget by Ohio Revised 
Code 3314.032(C). However, unlike traditional public schools located in the State of Ohio, community 
schools are not required to follow the specific budgetary process and limits set forth in the Ohio Revised 
Code Chapter 5705, unless specifically provided in the contract between the School and its Sponsor. The 
contract between the School and its Sponsor does not require the School to follow the provisions Ohio 
Revised Code Chapter 5705; therefore, no budgetary information is presented in the basic financial 
statements.  

       
Cash and Cash Equivalents - Cash received by the School is reflected as “Cash and Cash Equivalents” on 
the Statement of Net Position.  The School did not have any investments during the period ended June 
30, 2019. 
      
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported 
in the financial statements and accompanying notes.  Actual results may differ from these estimates. 
 
Capital Assets and Depreciation - Capital assets are capitalized at cost.  Donated capital assets are 
recorded at their fair market values as of the date received.  The costs of additions are capitalized and 
expenditures for repairs and maintenance are expensed when incurred.  When property is sold or 
retired, the related costs and accumulated depreciation are removed from the financial records and any 
gain or loss is included in additions to or deductions from net position. Capital assets were $14,778, as of 
June 30, 2019, net of accumulated depreciation. Depreciation of capital assets is calculated utilizing the 
straight-line method over the estimated useful lives of the assets which are as follows: 
 

Asset Class            Useful Life 
Computers & Technology Assets              3 years 

 Furniture, Fixtures, & Equipment             5 years 
       Textbooks    3 years       

 
The School’s policy for asset capitalization threshold is $5,000. Assets or certain asset groups not 
meeting the capitalization threshold are not capitalized and are not included in the assets represented 
in the accompanying statement of net position. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Intergovernmental Revenues - The School currently participates in the State Foundation Program. 
Revenues received from this program are recognized as operating revenues in the accounting period in 
which all eligibility requirements have been met. 
 
Grants and entitlements are recognized as non-operating revenues in the accounting period in which 
eligibility requirements have been met. 

 
Eligibility requirements include timing requirements, which specify the year when the resources are 
required to be used or the fiscal year when use is first permitted, matching requirements, in which the 
School must provide local resources to be used for a specified purpose, and expenditure requirements, 
in which the resources are provided to the School on a reimbursement basis. 

 
The School also participates in various federal programs passed through the Ohio Department of 
Education.  
 
Under the above programs the School recorded $2,042,783 this fiscal year from the State Foundation 
Program and Casino Tax Revenues and $289,968 from Federal Grants.    
 
Compensated Absences - Vacation is taken in a manner which corresponds with the school calendar; 
therefore, the School does not accrue vacation time as a liability. 
 
Sick/personal leave benefits are earned by full-time employees at the rate of thirteen days per year and 
cannot be carried into the subsequent years.  No accrual for sick time is made since unused time is not 
paid to employees upon employment termination. 
 
Accrued Liabilities - Obligations incurred but unpaid at June 30 are reported as accrued liabilities in the 
accompanying financial statements.  These liabilities consisted of Accounts Payable and Accrued 
Expenses totaling $831,893 at June 30, 2019. 
 
Exchange and Non-Exchange Transactions - Revenue resulting from exchange transactions, in which 
each party gives and receives essentially equal value, is recorded on the accrual basis when the 
exchange takes place. Non-exchange transactions, in which the School receives value without directly 
giving equal value in return, include grants, entitlements and donations.  Revenue from grants, 
entitlements and donations is recognized in the fiscal year in which all eligibility requirements have been 
satisfied.  Eligibility requirements include timing requirements, which specify the year when the 
resources are required to be used or the fiscal year when use is first permitted, matching requirements, 
in which the School must provide local resources to be used for a specified purpose, and expenditures 
requirements, in which the resources are provided to the School on a reimbursement basis. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Net Position - Net position represent the difference between assets and liabilities. Net position is 
reported as restricted when there are limitations imposed on their use through external restriction 
imposed by creditors, grantors, or laws and regulations of other governments.  The School applies 
restricted resources first when an expense is incurred for purposes for which both restricted and 
unrestricted net position are available. Net position invested in capital assets consist of capital assets, 
net of accumulated depreciation, reduced by the outstanding balances of any borrowings used for the 
acquisition, construction, or improvement of those assets. 

 
Operating Revenues and Expenses - Operating revenues are those revenues that are generated directly 
from the primary activities of the School.  For the School, these revenues are primarily the State 
Foundation program.  Operating expenses are necessary costs incurred to provide the good or service 
that is the primary activity of the School.  All revenues and expenses not meeting this definition are 
reported as non-operating.  There were no non-operating expenses reported at June 30, 2019. 
 

Deferred Inflows and Deferred Outflows of Resource - In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of resources represent a consumption of net position that applies to a future period and will not be 
recognized as an outflow of resources (expense/expenditure) until then.  For the School, deferred 
outflows of resources are reported on the government-wide statement of net position for pension and 
OPEB.  The deferred outflows of resources related to pension and OPEB plans are explained in Notes 7 
and 8.  
  
In addition to liabilities, the statements of financial position report a separate section for deferred 
inflows of resources. Deferred inflows of resources represent an acquisition of net position that applies 
to a future period and will not be recognized until that time. For the School, deferred inflows of 
resources include pension and OPEB. These amounts are deferred and recognized as an inflow of 
resources in the period the amounts become available.  Deferred inflows of resources related to pension 
and OPEB plans are reported on the government-wide statement of net position.  
 

Pensions /Other Postemployment Benefits (OPEB) - For purposes of measuring the net pension/OPEB 
asset/liability, deferred outflows of resources and deferred inflows of resources related to 
pensions/OPEB, and pension/OPEB expense, information about the fiduciary net position of the 
pension/OPEB plans and additions to/deductions from their fiduciary net positon have been determined 
on the same basis as they are reported by the pension/OPEB plan.  For this purpose, benefit payments 
(including refunds of employee contributions) are recognized when due and payable in accordance with 
the benefit terms.  The pension/OPEB plans report investments at fair value. 
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NOTE 3 - CASH AND CASH EQUIVALENTS 
 
The following information classifies deposits by category of risk as defined in GASB Statement No.3 
“Deposits with Financial Institutions, Investments (including Repurchase Agreements) and Reverse 
Repurchase Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk 
Disclosures”. 
 
The School maintains its cash balances at one financial institution, PNC Bank, located in Ohio. The 
balances are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying 
account.  At June 30, 2019, the book amount of the School’s deposits was $76,931 and the bank balance 
was $77,666.  
 
The School had no deposit policy for custodial risk beyond the requirement of state statute.  Ohio law 
requires that deposits either be insured or be protected by eligible securities pledged to and deposited 
either with the School or a qualified trustee by the financial institution as security for repayment or by a      
collateral pool of eligible securities deposited with a qualified trustee to secure repayment of all public 
monies deposited in the financial institution whose market value shall be at least 105% of deposits being 
secured. At June 30, 2019, none of the bank balance was exposed to custodial credit risk. 
 

NOTE 4 - RECEIVABLES 
 
The School had Intergovernmental receivables totaling $23,305 at June 30, 2019. These receivables 
represented monies due from State Aid and Federal grants, but not received as of June 30, 2019.  
Amounts are expected be collected within one year. 
 

NOTE 5 - CAPITAL ASSETS  
 
For the period ending June 30, 2019, the School’s capital assets consisted of the following: 

 

 

Balance Balance

6/30/2018 Additions Deletions 06/30/19

Capital Assets:

Furniture & Equipment 24,630$        -$             -$           24,630$        

Total Capital Assets 24,630         -               -             24,630          

Less Accumulated Depreciation:

Furniture & Equipment (4,926)          (4,926)          -             (9,852)           

Total Accumulated Depreciation (4,926)          (4,926)           -             (9,852)           

Total Capital Assets, Net 19,704$        (4,926)$         -$           14,778$        

Attachment 26: Audited Financial Statements Page 2810



EUCLID PREPARATORY SCHOOL - CUYAHOGA COUNTY, OHIO 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS  
FOR THE YEAR ENDED JUNE 30, 2019  

 

 18 

NOTE 6 - RISK MANAGEMENT 
 
Property & Liability - The School is exposed to various risks of loss related to torts; theft of, damage to, 
and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  During the 
fiscal year ending June 30, 2019, the School contracted with Cincinnati Insurance Company for 
nonprofits and maintained general liability insurance with a $1,000,000 single occurrence limit and 
$2,000,000 annual aggregate. 
 
Workers’ Compensation - The School pays the State Worker’s Compensation System a premium for 
employee injury coverage.  The premium is calculated by multiplying the monthly total gross payroll by a 
factor that is calculated by the State.  
 
Employee Medical and Dental Benefits - The School provides medical, vision, and dental insurance 
benefits through United Healthcare to all full-time employees. During the School year, the School paid 
80% of the monthly premiums for all employees. 
 

NOTE 7 - DEFINED BENEFIT PENSIONS PLANS 
 
Net Pension Liability 
 
The net pension liability reported on the statement of net position represents a liability to employees 
for pensions. Pensions are a component of exchange transactions—between an employer and its 
employees—of salaries and benefits for employee services.  Pensions are provided to an employee—on 
a deferred-payment basis—as part of the total compensation package offered by an employer for 
employee services each financial period.  The obligation to sacrifice resources for pensions is a present 
obligation because it was created as a result of employment exchanges that already have occurred. 

 
The net pension liability represents the School’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   

 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which pensions are financed; however, the School 
does receive the benefit of employees’ services in exchange for compensation including pension.  

 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded 
liabilities within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must 
propose corrective action to the State legislature.  Any resulting legislative change to benefits or funding  
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Net Pension Liability – continued  
 
could significantly affect the net pension liability.  Resulting adjustments to the net pension liability 
would be effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension 
liability on the accrual basis of accounting.  Any liability for the contractually-required pension 
contribution outstanding at the end of the year is included in accrued expenses on the accrual basis of 
accounting.   

 
Plan Description - School Employees Retirement System (SERS) 
 
Plan Description – School non-teaching employees participate in SERS, a statewide, cost-sharing 
multiple-employer defined benefit pension plan administered by SERS.  SERS provides retirement, 
disability and survivor benefits to plan members and beneficiaries.  Authority to establish and amend 
benefits is provided by Ohio Revised Code Chapter 3309.  SERS issues a publicly available, stand-alone 
financial report that includes financial statements, required supplementary information and detailed 
information about SERS’ fiduciary net position.  That report can be obtained by visiting the SERS website 
at www.ohsers.org under Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 
  

Eligible to Retire before Eligible to Retire on or after

August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or

Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.  
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the School is required to contribute 14 percent of annual covered payroll.  The contribution 
requirements of plan members and employers are established and may be amended by the SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent 
for employers.  The Retirement Board, acting with the advice of the actuary, allocates the employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare 
B Fund, and Health Care Fund).  For the fiscal year ended June 30, 2019, the allocation to pension, death 
benefits, and Medicare B was 13.5 percent.  SERS allocated 0.5 percent of employer contributions to the 
Health Care Fund for fiscal year 2019. 
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description - School Employees Retirement System (SERS) – continued  
 
The School’s contractually required contribution to SERS was $9,197 for fiscal year 2019. 
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 
3307. For the DB Plan, from August 1, 2015–July 1, 2017, any member could retire with reduced benefits 
who had (1) five years of service credit and age 60; (2) 26 years of service credit and age 55; or (3) 30 
years of service credit regardless of age. Effective August 1, 2017–July 1, 2019, any member may retire 
with reduced benefits who has (1) five years of service credit and age 60; (2) 27 years of service credit 
and age 55; or (3) 30 years of service credit regardless of age. Eligibility changes will continue to be 
phased in through August 1, 2026, when retirement eligibility for unreduced benefits will be five years 
of service credit and age 65, or 35 years of service credit and at least age 60. Retirement eligibility for 
reduced benefits will be five years of service credit and age 60, or 30 years of service credit regardless of 
age. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  Effective July 1, 2017, employer contributions of 9.53 percent are placed in 
the investment accounts and the remaining 4.47 percent of the 14 percent employer rate is allocated to 
the defined benefit unfunded liability. A member is eligible to receive a retirement benefit at age 50 and 
termination of employment.  The member may elect to receive a lifetime monthly annuity or a lump 
sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 
percent of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to 
the DB Plan. In the Combined Plan, member contributions are allocated among investment choices by 
the member, and employer contributions are used to fund a defined benefit payment. A member’s 
defined benefit is determined by multiplying one percent of the member’s final average salary by the 
member’s years of service credit. The defined benefit portion of the Combined Plan payment is payable  
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description - State Teachers Retirement System (STRS) – continued 
 
to a member on or after age 60 with five years of service. The DC portion of the account may be taken as 
a lump sum or converted to a lifetime monthly annuity at age 50 and termination of employment. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or 
transfer to another STRS plan.  The optional annuitization of a member’s defined contribution account 
or the defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in 
STRS bearing the risk of investment gain or loss on the account.  STRS has therefore included all three 
plan options as one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who 
become disabled are entitled only to their account balance.  If a member of the DC Plan dies before 
retirement benefits begin, the member’s designated beneficiary is entitled to receive the member’s 
account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2019, plan members were required to contribute 14 percent of their annual covered salary. The 
School was required to contribute 14 percent; the entire 14 percent was the portion used to fund 
pension obligations.  The fiscal year 2019 contribution rates were equal to the statutory maximum rates. 

 
The School’s contractually required contribution to STRS was $103,471 for fiscal year 2019.   
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
 
The net pension liability was measured as of June 30, 2018, and the total pension liability used to 
calculate the net pension liability was determined by an independent actuarial valuation as of that date. 
The School's employer allocation percentage of the net pension liability was based on the employer’s 
share of employer contributions in the pension plan relative to the total employer contributions of all 
participating employers. Following is information related to the proportionate share and pension 
expense: 
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 

SERS STRS Total

Proportion of the Net Pension Liability

  Prior Measurement Date 0.00000000% 0.00000000%

Proportion of the Net Pension Liability

  Current Measurement Date 0.00354900% 0.00486665%

Change in Proportionate Share 0.00354900% 0.00486665%

Proportionate Share of the Net Pension

  Liability 203,257$             1,070,066$          1,273,323$          

Pension Expense 91,893                 280,214               372,107                
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due 
to the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, changes in assumptions and changes in the School’s proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods. The difference between projected and actual investment 
earnings is recognized in pension expense using a straight-line method over a five-year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight-line method. 
Employer contributions to the pension plan subsequent to the measurement date are also required to 
be reported as a deferred outflow of resources.  
 
At June 30, 2019 the School reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 11,146$               24,699$               35,845$               

Changes of assumptions 4,590                   189,636               194,226               

Net difference between projected and

  actual earnings on pension plan investments -                       -                       -                       

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 116,678               724,850               841,528               

Academy contributions subsequent to the 

  measurement date 9,197                   103,471               112,668               

Total Deferred Outflows of Resources 141,611$             1,042,656$          1,184,267$          

Deferred Inflows of Resources

Differences between expected and

  actual experience -$                     6,989$                 6,989$                 

Changes of assumptions -                       -                       -                       

Net difference between projected and

  actual earnings on pension plan investments 5,631                   64,888                 70,519                 

Changes in proportion and differences

    between contributions and proportionate

    share of contributions -                       -                       -                       

Total Deferred Inflows of Resources 5,631$                 71,877$               77,508$               

 
 
$112,668 reported as deferred outflows of resources related to pension resulting from School 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2020.  Other amounts reported as deferred outflows of 
resources and deferred inflows of resources related to pension will be recognized in pension expense as 
follows:  
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
 

SERS STRS Total

Fiscal Year Ending June 30:

2020 91,173$               271,263$              362,436$             

2021 44,009                 241,191                285,200               

2023 (1,728)                  167,331                165,603               

Total 126,783$             867,308$              994,091$             

 
 
Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 
67, as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial 
valuations of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited 
service) and assumptions about the probability of occurrence of events far into the future (e.g., 
mortality, disabilities, retirements, employment terminations).  Actuarially determined amounts are 
subject to continual review and potential modifications, as actual results are compared with past 
expectations and new estimates are made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point. The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS – continued  
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2018, are presented below: 
 

Wage Inflation 3.00 percent

Future Salary Increases, including inflation 3.50 percent to 18.20 percent

Investment Rate of Return 7.50 percent net of investment expense, including inflation

Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)

COLA or Ad Hoc COLA 2.50 percent, on and after April 1, 2018, COLA's for future retirees 

will be delayed for three years following commencement  
 
For post-retirement mortality, the table used in evaluating allowances to be paid is the RP-2014 Blue 
Collar Mortality Table with fully generational projection and Scale BB, with 120 percent of male rates 
and 110 percent of female rates used. The RP-2000 Disabled Mortality Table with 90 percent for male 
rates and 100 percent for female rates set back five years is used for the period after disability 
retirement.  
 
The long-term return expectation for the Pension Plan Investments has been determined by using a 
building-block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating an arithmetic weighted average of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the expected return from rebalancing uncorrelated asset classes. The asset allocation, as used in the 
June 30, 2015 five-year experience study, is summarized as follows: 
 

Asset Class

Cash 1.00 % 0.50 %

US Equity 22.50 4.75

International Equity 22.50 7.00

Fixed Income 19.00 1.50

Private Equity 10.00 8.00

Real Assets 15.00 5.00

Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected

Allocation Real Rate of Return

 
 
Discount Rate Total pension liability was calculated using the discount rate of 7.50 percent. The 
projection of cash flows used to determine the discount rate assumed that employers would contribute 
the actuarially determined contribution rate of projected compensation over the remaining 26-year 
amortization period of the unfunded actuarial accrued liability. Projected inflows from investment 
earnings were calculated using the long-term assumed investment rate of return (7.50 percent). Based 
on those assumptions, the plan’s fiduciary net position was projected to be available to make all future  
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS – continued  
 
benefit payments of current plan members. Therefore, the long-term expected rate of return on 
pension plan investments was applied to all periods of projected benefits to determine the total pension 
liability.  
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential 
impact the following table presents the School’s proportionate share of the net pension liability 
calculated using the discount rate of 7.50 percent, as well as what the School’s net pension liability 
would be if it were calculated using a discount rate that is one percentage point lower (6.50 percent), or 
one percentage point higher (8.50 percent) than the current rate. 
 

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

Academy's proportionate share

  of the net pension liability $286,304 $203,257 $133,629  
 
Actuarial Assumptions - STRS 
 
The total pension liability in the July 1, 2018 actuarial valuation was determined using the following 
actuarial assumptions, applied to all periods included in the measurement:  
 

Inflation 2.50 percent

Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65

Investment Rate of Return 7.45 percent, net of investment expenses, including inflation

Projected Payroll Growth 3.00 percent

Cost-of-Living Adjustments 0.00 percent  
 
Post-retirement mortality rates are based on RP-2014 Annuitant Mortality Table with 50 percent of 
rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 
and 84, and 100 percent of rates thereafter, projected forward generationally using mortality 
improvement scale MP-2016; pre-retirement mortality rates are based on RP-2014 Employee Mortality 
Table, projected forward generationally using mortality improvement scale MP-2016. 
 
The actuarial assumptions used in the July 1, 2018 valuation, were adopted by the board from the 
results of an actuarial experience study for July 1, 2011, through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – STRS – continued  
 
The target allocation and long-term expected rate of return for each major asset class are summarized 
as follows: 
 

Asset Class

Domestic Equity 28.00 % 7.35 %

International Equity 23.00 7.55

Alternatives 17.00 7.09

Fixed Income 21.00 3.00

Real Estate 10.00 6.00

Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**

Target Long Term Expected

 
 

*Target weights will be phased in over a 24-month period concluding on July 1, 2019. 
 
**Ten-year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25 percent and does not include investment expenses. Over a 30-year period, STRS’ investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2018. The projection of cash flows used to determine the discount rate assumes that employer and 
member contributions will be made at statutory contribution rates of 14 percent each. For this purpose, 
only employer contributions that are intended to fund benefits of current plan members and their 
beneficiaries are included. Based on those assumptions, STRS’ fiduciary net position was projected to be 
available to make all projected future benefit payments to current plan members as of June 30, 2018. 
Therefore, the long-term expected rate of return on pension plan investments of 7.45 percent was 
applied to all periods of projected benefit payments to determine the total pension liability as of June 
30, 2018. 
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the School's proportionate share of the net pension liability as of June 
30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as what 
the School's proportionate share of the net pension liability would be if it were calculated using a 
discount rate that is one-percentage-point lower (6.45 percent) or one-percentage-point higher (8.45 
percent) than the current assumption:  

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share

  of the net pension liability $1,562,692 $1,070,066 $653,127  
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NOTE 8 - DEFINED BENEFIT OPEB PLANS 
 
Net OPEB Asset/Liability 

 
The net OPEB asset/liability reported on the statement of net position represents an asset or liability to 
employees for OPEB. OPEB is a component of exchange transactions-–between an employer and its 
employees—of salaries and benefits for employee services.  OPEB are provided to an employee—on a 
deferred-payment basis—as part of the total compensation package offered by an employer for 
employee services each financial period.  The obligation to sacrifice resources for OPEB is a present 
obligation because it was created as a result of employment exchanges that already have occurred. 

 
The net OPEB asset/liability represents the School’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB asset/liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting these estimates annually.   

 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which OPEB are financed; however, the School 
does receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the asset/liability is solely that of the employer, because they benefit from employee 
services.  OPEB contributions come from these employers and health care plan enrollees, which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio Revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
to benefits or funding could significantly affect the net OPEB asset/liability. Resulting adjustments to the 
net OPEB asset/liability would be effective when the changes are legally enforceable. The retirement 
systems may allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB asset/ 
liability on the accrual basis of accounting.  Any liability for the contractually-required OPEB contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   

 
Plan Description - School Employees Retirement System (SERS) 
 
Health Care Plan Description - The School contributes to the SERS Health Care Fund, administered by 
SERS for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered 
a cost-sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving  

 
 

Attachment 26: Audited Financial Statements Page 2821



EUCLID PREPARATORY SCHOOL - CUYAHOGA COUNTY, OHIO 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS  
FOR THE YEAR ENDED JUNE 30, 2019  

 

 29 

NOTE 8 - DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Plan Description - School Employees Retirement System (SERS) – continued  
 
monthly benefits due to the death of a member or retiree, are eligible for SERS’ health care coverage. 
Most retirees and dependents choosing SERS’ health care coverage are over the age of 65 and therefore 
enrolled in a fully insured Medicare Advantage plan; however, SERS maintains a traditional, self-insured 
preferred provider organization for its non-Medicare retiree population. For both groups, SERS offers a 
self-insured prescription drug program. Health care is a benefit that is permitted, not mandated, by 
statute.  The financial report of the Plan is included in the SERS Comprehensive Annual Financial Report 
which can be obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with 
Internal Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or 
discontinue any health plan or program. Active employee members do not contribute to the Health Care 
Plan.  The SERS Retirement Board established the rules for the premiums paid by the retirees for health 
care coverage for themselves and their dependents or for their surviving beneficiaries.  Premiums vary 
depending on the plan selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required pensions and benefits, the 
Retirement Board may allocate the remainder of the employer contribution of 14 percent of covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2019, 0.5 percent 
of covered payroll was made to health care. An additional health care surcharge on employers is 
collected for employees earning less than an actuarially determined minimum compensation amount, 
pro-rated if less than a full year of service credit was earned. For fiscal year 2019, this amount was 
$21,600. Statutes provide that no employer shall pay a health care surcharge greater than 2.0 percent of 
that employer’s SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the 
total statewide SERS-covered payroll for the health care surcharge.  For fiscal year 2019, the School’s 
surcharge obligation was $584.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The School’s contractually required contribution to SERS was 
$925 for fiscal year 2019.    
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing 
Health Plan administered for eligible retirees who participated in the defined benefit or combined 
pension plans offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include 
hospitalization, physicians’ fees, prescription drugs and partial reimbursement of monthly Medicare Part 
B premiums.  Medicare Part B premium reimbursements will be discontinued effective January 1, 2020.   
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NOTE 8 - DEFINED BENEFIT OPEB PLANS(CONTINUED) 
 
Plan Description - State Teachers Retirement System (STRS) – continued  
 
The Plan is included in the report of STRS which can be obtained by visiting www.strsoh.org or by calling 
(888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be 
absorbed by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all 
health care plan enrollees, for the most recent year, pay a portion of the health care costs in the form of 
a monthly premium.  Under Ohio law, funding for post-employment health care may be deducted from 
employer contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 
2019, STRS did not allocate any employer contributions to post-employment health care.   
 
OPEB Assets/Liabilities, OPEB Expense, and Deferred Outflows/Inflows of Resources Related to OPEB  
 
The net OPEB asset/liability was measured as of June 30, 2018, and the total OPEB asset/liability used to 
calculate the net OPEB asset/liability was determined by an actuarial valuation as of that date. The 
School's proportion of the net OPEB asset/liability was based on the School's share of contributions to 
the respective retirement systems relative to the contributions of all participating entities.  Following is 
information related to the proportionate share and OPEB expense: 

 

SERS STRS Total

Proportion of the Net OPEB Liability

  Prior Measurement Date 0.00000000% 0.00000000%

Proportion of the Net OPEB Liability/asset

  Current Measurement Date 0.00347890% 0.00486665%

Change in Proportionate Share 0.00347890% 0.00486665%

Proportionate Share of the Net OPEB

  Liability/(asset) 96,515$               (78,203)$              18,312$               

OPEB Expense 19,431                 (140,713)              (121,282)              
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NOTE 8 - DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
 At June 30, 2019, the School reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources: 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 1,576$                 9,134$                 10,710$               

Changes of assumptions -                       -                       -                       

Net difference between projected and

  actual earnings on OPEB plan investments -                       -                       -                       

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 86,234                 173,425               259,659               

Academy contributions subsequent to the 

  measurement date 925                      -                       925                      

Total Deferred Outflows of Resources 88,735$               182,559$             271,294$             

-                       -                       

Deferred Inflows of Resources

Differences between expected and

  actual experience -$                     4,557$                 4,557$                 

Changes of assumptions 8,671                   106,558               115,229               

Net difference between projected and

  actual earnings on OPEB plan investments 144                      8,934                   9,078                   

Changes in proportion and differences

    between contributions and proportionate

    share of contributions -                       -                       -                       

Total Deferred Inflows of Resources 8,815$                 120,049$             128,864$             

 
$925 reported as deferred outflows of resources related to OPEB resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending June 30, 2020.  Other amounts reported as deferred outflows of resources and deferred 
inflows of resources related to OPEB will be recognized in OPEB expense as follows:  
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NOTE 8 - DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 

SERS STRS Total

Fiscal Year Ending June 30:

2020 12,410$                      9,047$                        21,457$                      

2021 13,180                        9,047                          22,227                        

2022 15,622                        9,047                          24,669                        

2023 15,682                        11,077                        26,759                        

2024 15,672                        11,785                        27,457                        

Thereafter 6,429                          12,507                        18,936                        

Total 78,995$                      62,510$                      141,505$                    

 
 
Actuarial Assumptions - SERS 
 
The total OPEB liability was determined by an actuarial valuation as of June 30, 2018. The actuarial 
assumptions used in the valuation are based on results from the most recent actuarial experience study, 
which covered the five-year period ending June 30, 2015. The experience study report is dated April 
2016. The total OPEB liability used the following assumptions and other inputs: 
 

Wage Inflation 3.00 percent

Future Salary Increases, including inflation 3.50 percent to 18.20 percent

Investment Rate of Return 7.50 percent net of investment expense, including inflation

Municipal Bond Index Rate

Measurement Date 3.62 percent

Prior Measurement Date 3.56 percent

Single Equivalent Interest Rate

Measurement Date 3.70 percent, net of plan investment expense, including price inflation

Prior Measurement Date 3.63 percent, net of plan investment expense, including price inflation

Health Care Cost Trend Rate

Medicare 5.375 percent - 4.75 percent

Pre-Medicare 7.25 percent - 4.75 percent  
 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The long-term expected rate of return on plan factors are considered in evaluating the long-term rate of 
return assumption including long-term historical data, estimates inherent in current market data, and a 
long-normal distribution analysis in which best-estimate ranges of expected future real rates of return 
were developed by the investment consultant for each major asset class. These ranges were combined  
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NOTE 8 - DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – SERS – continued  
 
to produce the long-term expected rate of return, 7.50 percent, by weighting the expected future real 
rates of return by the target asset allocation percentage and then adding expected inflation. The capital 
market assumptions developed by the investment consultant are intended for use over a 10-year 
horizon and may not be useful in setting the long-term rate of return for funding pension plans which 
covers a longer timeframe. The assumption is intended to be a long-term assumption and is not 
expected to change absent a significant change in the asset allocation, a change in the inflation 
assumption, or a fundamental change in the market that alters expected returns in future years. 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset 
class, as used in the June 30, 2015 five-year experience study, are summarized as follows: 
 

Asset Class

Cash 1.00 % 0.50 %

US Equity 22.50 4.75

International Equity 22.50 7.00

Fixed Income 19.00 1.50

Private Equity 10.00 8.00

Real Assets 15.00 5.00

Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected

Allocation Real Rate of Return

 
 

Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2018 was 3.70 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2018 was 3.63 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be 
made from members and the System at the contribution rate of 2.00 percent of projected covered 
payroll each year, which includes a 1.50 percent payroll surcharge and 0.50 percent of contributions 
from the basic benefits plan. Based on these assumptions, the OPEB plan’s fiduciary net position was 
projected to become insufficient to make future benefit payments during the fiscal year ending June 30, 
2026. Therefore, the long-term expected rate of return on OPEB plan assets was used to present value 
the projected benefit payments through the fiscal year ending June 30, 2025 and the Fidelity General 
Obligation 20-year Municipal Bond Index rate of 3.62 percent, as of June 30, 2018 (i.e., municipal bond 
rate), was used to present value the projected benefit payments for the remaining years in the 
projection. The total present value of projected benefit payments from all years was then used to 
determine the single rate of return that was used as the discount rate. The projection of future benefit 
payments for all current plan members was until the benefit payments ran out. 
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NOTE 8 - DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – SERS – continued  
 
Sensitivity of the School's Proportionate Share of the Net OPEB Liability to Changes in the Discount 
Rate and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in 
the discount rate and the health care cost trend rate. The following table presents the net OPEB liability 
and what the net OPEB liability would be if it were calculated using a discount rate that is one 
percentage point lower (2.70 percent) and higher (4.70 percent) than the current discount rate (3.70 
percent). Also shown is what the net OPEB liability would be based on health care cost trend rates that 
are one percent lower (6.25 percent decreasing to 3.75 percent) and one percent higher (8.25 percent 
decreasing to 5.75 percent) than the current rate. 
 

Current

1% Decrease Discount Rate 1% Increase

(2.70%) (3.70%) (4.70%)

Academy's proportionate share

  of the net OPEB liability $117,112 $96,515 $80,204  
Current

1% Decrease Trend Rate 1% Increase

(6.25 % decreasing (7.25 % decreasing (8.25 % decreasing

to 3.75%) to 4.75%) to 5.75%)

Academy's proportionate share

  of the net OPEB liability $77,869 $96,515 $121,203  
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2018, actuarial valuation are presented below:   

 

Inflation 2.50 percent

Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65

Investment Rate of Return 7.45 percent, net of investment expenses, including inflation

Payroll Increases 3.00 percent

Health Care Cost Trend Rates -5.23 percent to 9.62 percent, initial, 4.00 percent ultimate  
 

Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates 
between ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using 
mortality improvement scale MP-2016. For disabled retirees, mortality rates are based on the RP-2014  
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NOTE 8 - DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – STRS – continued  
 
Disabled Mortality Table with 90 percent of rates for males and 100 percent of rates for females, 
projected forward generationally using mortality improvement scale MP-2016. 
 
Actuarial assumptions used in the June 30, 2018, valuation are based on the results of an actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long-term expected 
rate of return for each major asset class are summarized as follows:  
 

Asset Class

Domestic Equity 28.00 % 7.35 %

International Equity 23.00 7.55

Alternatives 17.00 7.09

Fixed Income 21.00 3.00

Real Estate 10.00 6.00

Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**

Target Long Term Expected

 
 

*Target weights will be phased in over a 24-month period concluding on July 1, 2019. 
 
**Ten-year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25 percent and does not include investment expenses.  Over a 30-year period, STRS' investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total OPEB asset/liability was 7.45 percent as of 
June 30, 2018. The projection of cash flows used to determine the discount rate assumed STRS 
continues to allocate no employer contributions to the health care fund. Based on those assumptions, 
the OPEB plan’s fiduciary net position was projected to be available to make all projected future benefit 
payments to current plan members as of June 30, 2018. Therefore, the long-term expected rate of 
return on health care plan investments of 7.45 percent was applied to all periods of projected benefit 
payments to determine the total OPEB liability as of June 30, 2018.  
 
Sensitivity of the School’s Proportionate Share of the Net OPEB Asset/Liability to Changes in the 
Discount and Health Care Cost Trend Rate The following table represents the net OPEB asset/liability as 
of June 30, 2018,  calculated using the current period discount rate  assumption of 7.45 percent, as  well 
as  what  the net  OPEB  asset / liability would be  if  it  were  calculated using a discount rate  that is  one  
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NOTE 8 - DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – STRS – continued  
 
percentage point lower (6.45 percent) or one percentage point higher (8.45 percent) than the current 
assumption. Also shown is the net OPEB liability as of June 30, 2018, calculated using health care cost 
trend rates that are one percentage point lower or one percentage point higher than the current health 
care cost trend rates. 

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share

  of the net OPEB asset $67,027 $78,203 $87,595  
Current

1% Decrease Trend Rate 1% Increase

Academy's proportionate share

  of the net OPEB asset $87,064 $78,203 $69,202  
 
 
NOTE 9 - CONTINGENCIES  

 
Grants - The School received financial assistance from federal and state agencies in the form of grants.  
Amounts received from grantor agencies are subject to audit and adjustment by the grantor.  Any 
disallowed costs may require refunding to the grantor.  Amounts which may be disallowed, if any, are 
not presently determinable.  However, in the opinion of the School, any such adjustments will not have 
a material adverse effect on the financial position of the School.  
 
Litigation - There are currently no matters in litigation with the School as defendant. 
 
Full-Time Equivalency - School foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by 
schools throughout the State, which can extend past the fiscal year end.  

 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal 
year end that may result in an additional adjustment to the enrollment information as well as claw backs 
of Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE did not perform such a review on the School for fiscal year 2019.  
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NOTE 9 - CONTINGENCIES (Continued) 
 
As of the date of this report, the ODE has made one FTE adjustment in September 2019 related to fiscal 
year 2019. For the Academy, the amount was a positive adjustment and it has been accrued on the 
Statement of Net Position. However, as there may be additional adjustments made by the ODE, the full 
impact of future FTE adjustments on the fiscal year 2019 financial statements is not determinable, at 
this time. Management believes this may result in either an additional receivable to, or a liability of, the 
Academy. 
 
In addition, the School’s contract with their Sponsor and management company require payment based 
on revenues received from the State.  As discussed above, additional FTE adjustments for fiscal year 
2019 are not finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 2019 
financial statements, related to additional reconciliation necessary with these contracts, is not presently 
determinable.  
 

NOTE 10 - SPONSOR CONTRACT 
 
The School contracted with St. Aloysius Orphanage as its sponsor and oversight services as required by 
law.  Sponsorship fees are calculated as a three percent of state funds received by the School from the 
State of Ohio. For the fiscal year ended June 30, 2019, the total sponsorship fees paid totaled $59,728.  
 

NOTE 11 - PURCHASED SERVICES 
 

For the period of July 1, 2018 through June 30, 2019, the School made the following purchased services 
commitments. 
 

Purchased Services Amount
Personnel Services 1,180,520$      
Professional Services 594,531            
Property Services 233,258            

   Utilities 120,589            
Travel & Meetings 175                    
Communications 59,199              
Contractual Trade 167,015            
Pupil Transportation 20,348              

Total 2,375,635$      
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NOTE 12 - LEASE OBLIGATIONS 
  

In July 2017, the School began utilizing the facility located at 23001 Euclid Avenue in Euclid, Ohio.  The 
lease is with HBP Euclid Corporation and extends through June 30, 2031.  The total rent expense for 
fiscal year 2019 was $148,548.  Future minimum payments due under the lease with HBP Euclid 
Corporation as of June 30, 2019 are as follows: 
 

Fiscal Year Amount
FY2020 180,600$          
FY2021 184,212            
FY2022 187,896            
FY2023 191,654            
FY2024 195,487            
FY2025 - 2029 1,037,670         
FY2030 - 2031 444,704            

Total 2,422,223$      

 
 

NOTE 13 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES 
 
The School entered into an agreement with Accel Schools, a management company, to provide legal, 
financial, and other management support services for fiscal year 2018. The agreement was for a period 
of five years beginning July 1, 2017. Management fees are calculated as 18% of the School’s State 
Revenues. The total amount due from the School for the fiscal year ending June 30, 2019 was $420,426 
and is included under “Purchased Services” on the Statement of Revenues, Expenses and Changes in Net 
Position. 

 
Also, per the management agreement there are expenses that will be billed to the School based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of Accel employees working 
at the School and other costs related to providing education and administrative services. The total 
amount billed to the School inclusive of management fees during fiscal year 2019 was $1,136,168. 
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NOTE 13 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES (Continued) 
 
The following is a summary of the management company expenses during fiscal year 2019: 

 

 Euclid 

Regular Instruction

(1100 Function Codes)

Special Instruction

(1200 Function Codes)

Support Services

(2000 Function Codes)
Total

1100 1200 2000

Direct Expenses: 

Salaries & Wages (100 Object Codes) 533,122$                          84,957$                            199,687$                          817,766$                          

Employees’ Benefits (200 Object Codes) 81,285                              12,969                              23,651                              117,905                            

Professional & Technical Services (410 Object Codes) 63,999                              63,999                              

Supplies (510 Object Codes) 4,528                                6,955                                11,483                              

Other Direct Costs (All Other Object Codes) 4,490                                4,490                                

Total Direct Expenses 618,936                            97,926                              298,782                            1,015,643                         

  

Indirect Expenses:  

Overhead 214,585                            214,585                            

  

Total Expenses 618,936$                          97,926$                            513,366$                          1,230,228$                        
 
NOTE 14 – IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES 
 
For the fiscal year ended June 30, 2019, the School has implemented Governmental Accounting 
Standards Board (GASB) Statement No. 83, Certain Asset Retirement Obligations and GASB Statement 
No. 88, Certain Disclosures Related to Debt, including Direct Borrowings and Direct Placements. 
 
GASB Statement No. 83 establishes criteria for determining the timing and pattern of recognition of a 
liability and a corresponding deferred outflow of resources for asset retirement obligations. The 
implementation of GASB Statement No. 83 did not have an effect on the financial statements of the 
School. 
 
GASB Statement No. 88 establishes additional financial statement note disclosure requirements related 
to debt obligations of governments, including direct borrowings and direct placements. These changes 
were incorporated in the School’s fiscal year 2019 financial statements; however, there was no effect on 
beginning net position. 
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2019

Academy's Proportion of the Net Pension

Liability 0.0035490%

Academy's Proportionate Share of the Net

Pension Liability 203,257$                

Academy's Covered Payroll 114,215$                

Academy's Proportionate Share of the Net

Pension Liability as a Percentage

of its Covered Payroll 177.96%

Plan Fiduciary Net Position as a 

Percentage of the Total Pension

Liability 71.36%

(1) Information prior to 2019 is not available. Schedule is intended to show ten 

     years of information, and additional years' will be displayed as it becomes 

    available. 

     Amounts presented as of the Academy's measurement date

     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information

Schedule of the Academy's Proportionate Share of the Net Pension Liability

School Employees Retirement System of Ohio

Current Fiscal Year (1)
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2019

Academy's Proportion of the Net Pension

Liability 0.00486665%

Academy's Proportionate Share of the Net

Pension Liability 1,070,066$   

Academy's Covered Payroll 553,257$     

Academy's Proportionate Share of the Net

Pension Liability as a Percentage

of its Covered Payroll 193.41%

Plan Fiduciary Net Position as a 

Percentage of the Total Pension

Liability 77.31%

(1) Information prior to 2019 is not available. Schedule is intended to show ten 

     years of information, and additional years' will be displayed as it becomes 

    available. 

     Amounts presented as of the School's measurement date

     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information

Schedule of the Academy's Proportionate Share of the Net Pension Liability

State Teachers Retirement System of Ohio

Current Fiscal Year (1)
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2019 2018

Contractually Required Contribution 9,197$            15,419$          

Contributions in Relation to the 

Contractually Required Contribution (9,197)            (15,419)           

Contribution Deficiency (Excess) -                 -                 

School Covered Payroll 68,126$          114,215$        

Contributions as a Percentage of

Covered Payroll 13.50% 13.50%

(1) Information prior to 2018 is not available. Schedule is intended to show ten 

     years of information, and additional years' will be displayed as it becomes 

    available. 

See accompanying notes to the required supplementary information

Last Two Fiscal Years (1)

School Employees Retirement System of Ohio

Schedule of Academy Contributions - Pension

Required Supplementary Information
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2019 2018

Contractually Required Contribution 103,471$          77,456$            

Contributions in Relation to the 

Contractually Required Contribution (103,471)           (77,456)            

Contribution Deficiency (Excess) -$                 -$                 

School Covered Payroll 739,079$          553,257$          

Contributions as a Percentage of

Covered Payroll 14.00% 14.00%

(1) Information prior to 2018 is not available. Schedule is intended to show ten 

     years of information, and additional years' will be displayed as it becomes 

    available. 

See accompanying notes to the required supplementary information

Required Supplementary Information

Schedule of Academy Contributions - Pension

State Teachers Retirement System of Ohio

Last Two Fiscal Years (1)

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Attachment 26: Audited Financial Statements Page 2836



EUCLID PREPARATORY SCHOOL - CUYAHOGA COUNTY, OHIO 
 

 44 

2019

School's Proportion of the Net OPEB

Liability 0.0034789%

School's Proportionate Share of the Net

OPEB Liability 96,515$          

School's Covered Payroll 114,215$        

School's Proportionate Share of the Net

OPEB Liability as a Percentage

of its Covered Payroll 84.50%

Plan Fiduciary Net Position as a 

Percentage of the Total OPEB

Liability 13.57%

(1) Information prior to 2019 is not available. Schedule is intended to show ten 

     years of information, and additional years' will be displayed as it becomes 

    available. 

See accompanying notes to the required supplementary information

Required Supplementary Information

Schedule of the Academy's Proportionate Share of the Net OPEB Liability

School Employees Retirement System of Ohio

Current Fiscal Year (1)
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2019

Academy's Proportion of the Net OPEB

Liability/Asset 0.00486665%

Academy's Proportionate Share of the Net

OPEB Liability/(Asset) (78,203)$           

Academy's Covered Payroll 553,257$          

Academy's Proportionate Share of the Net

OPEB Liability/Asset as a Percentage

of its Covered Payroll -14.14%

Plan Fiduciary Net Position as a 

Percentage of the Total OPEB

Liability/Asset 176.00%

(1) Information prior to 2019 is not available. Schedule is intended to show ten 

     years of information, and additional years' will be displayed as it becomes 

    available. 

     Amounts presented as of the Academy's measurement date

     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information

Schedule of the Academy's Proportionate Share of the Net OPEB Liability

State Teachers Retirement System of Ohio

Current Fiscal Year  (1)
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2019 2018

Contractually Required Contribution (2) 925$              1,911$            

Contributions in Relation to the 

Contractually Required Contribution (925)               (1,911)            

Contribution Deficiency (Excess) -                 -                 

Academy's Covered Payroll 68,126$          114,215$        

OPEB Contributions as a Percentage of

Covered Payroll (2) 1.36% 1.67%

(1) Information prior to 2018 is not available. Schedule is intended to show ten 

     years of information, and additional years' will be displayed as it becomes 

    available. 

(2) Includes Surcharge

See accompanying notes to the required supplementary information

Required Supplementary Information

Schedule of the Academy's Contributions - OPEB

School Employees Retirement System of Ohio

Last Two Fiscal Years (1)
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2019 2018

Contractually Required Contribution -$                     -$                     

Contributions in Relation to the 

Contractually Required Contribution -                      -                      

Contribution Deficiency (Excess) -$                     -$                     

Academy's Covered Payroll 739,079$              553,257$              

Contributions as a Percentage of

Covered Payroll 0.00% 0.00%

(1) Information prior to 2018 is not available. Schedule is intended to show ten 

     years of information, and additional years' will be displayed as it becomes 

    available. 

See accompanying notes to the required supplementary information

Required Supplementary Information

Schedule of the Academy's Contributions - OPEB

State Teachers Retirement System of Ohio

Last Two Fiscal Years (1)
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NOTE 1 - NET PENSION LIABILITY 
 
Changes in Assumptions - SERS 

 

For fiscal year 2017, the SERS Board adopted the following assumption changes: 

• Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent 

• Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent 

• Assumed real wage growth was reduced from 0.75 percent to 0.50 percent 

• Rates of withdrawal, retirement and disability were updated to reflect recent experience. 

• Mortality among active members was updated to RP-2014 Blue Collar Mortality Table with fully 

generational projection and a five-year age set-back for both males and females. 

• Mortality among service retired members, and beneficiaries was updated to RP-2014 Blue Collar 

Mortality Table with fully generational projection with Scale BB, 120 percent of male rates, and 

110 percent of female rates. 

• Mortality among disabled members was updated to RP-2000 Disabled Mortality Table, 90 

percent for male rates and 100 percent for female rates, set back five years is used for the 

period after disability retirement.   

 

Changes in Benefit Terms - SERS 

For fiscal year 2018, the cost-of-living adjustment was changed from a fixed 3.00 percent to a cost-of-
living adjustment that is indexed to CPI-W not greater than 2.50 percent with a floor of zero percent 
beginning January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has 
enacted a three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the Retirement Board approved several changes to the actuarial assumptions in 
2017. The long term expected rate of return was reduced from 7.75 percent to 7.45 percent, the 
inflation assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was 
lowered to 3.00 percent, and total salary increases rate was lowered by decreasing the merit 
component of the individual salary increases, in addition to a decrease of 0.25 percent due to lower 
inflation. The healthy and disabled mortality assumptions were updated to the RP-2014 mortality tables 
with generational improvement scale MP-2016. Rates of retirement, termination and disability were 
modified to better reflect anticipated future experience. 
 

Changes in Benefit Terms - STRS 

 

For fiscal year 2018, the cost-of-living adjustment (COLA) was reduced to zero.  
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NOTE 2 - NET OPEB LIABILITY 
 
Changes in Assumptions – SERS 
 
Amounts reported for fiscal year 2019 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 3.56 percent to 3.62 
percent. Single Equivalent Interest Rate, net of plan investment expense, including price inflation, 
increased from 3.63 percent to 3.70 percent. The health care cost trend assumptions changed as 
follows:  
 
Pre-Medicare 
  Fiscal year 2018  7.50 percent initially, decreasing to 4.00 percent 

Fiscal year 2019 7.25 percent initially, decreasing to 4.75 percent 
Medicare 
 Fiscal year 2018  5.50 percent initially, decreasing to 5.00 percent 

Fiscal year 2019 5.375 percent initially, decreasing to 4.75 percent 
 

Amounts reported for fiscal year 2018 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 2.92 percent to 3.56 
percent. Single Equivalent Interest Rate, net of plan investment expense, including price inflation, 
increased from 2.98 percent to 3.63 percent. 
 
Changes in Benefit Terms - SERS 

There have been no changes to the benefit provisions. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2019, the discount rate was increased from the blended rate of 4.13 percent to the long-
term expected rate of return of 7.45 percent. Valuation year per capita health care costs were updated. 
Health care cost trend rates ranged from 6.00 percent to 11 percent initially and a 4.50 percent ultimate 
rate for fiscal year 2018 and changed for fiscal year 2019 to a range of -5.20 percent to 9.60 percent, 
initially and a 4.00 ultimate rate. 
 
For fiscal year 2018, the blended discount rate was increased from 3.26 percent to 4.13 percent. 
Valuation year per capita health care costs were updated, and the salary scale was modified. The 
percentage of future retirees electing each option was updated based on current data and the 
percentage of future disabled retirees and terminated vested participants electing health coverage were 
decreased. The assumed mortality, disability, retirement, withdrawal and future health care cost trend 
rates were modified along with the portion of rebated prescription drug costs. 
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NOTE 2 - NET OPEB LIABILITY (Continued) 
 
Changes in Benefit Terms – STRS 
 
For fiscal year 2019, the subsidy multiplier for non-Medicare benefit recipients was increased from 1.9 
percent to 1.944 percent per year of service effective January 1, 2019. The non-Medicare frozen subsidy 
base premium was increased effective January 1, 2019 and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 1, 2020. 
 
For fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. This was subsequently extended, see above paragraph.  
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Lausche Building, 12th Floor 
615 Superior Avenue, NW 

Cleveland, Ohio 44113-1801 
(216) 787-3665 or (800) 626-2297 

NortheastRegion@ohioauditor.gov 
 

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 

REQUIRED BY GOVERNMENT AUDITING STANDARDS 
 
 
Euclid Preparatory Academy 
Cuyahoga County 
23001 Euclid Avenue 
Euclid, Ohio 44117 
 
To the Board of Directors: 
 
We have audited, in accordance with auditing standards generally accepted in the United States and the 
Comptroller General of the United States’ Government Auditing Standards, the financial statements of the 
Euclid Preparatory Academy, Cuyahoga County, (the Academy) as of and for the year ended June 30, 
2019, and the related notes to the financial statements, which collectively comprise the Academy’s basic 
financial statements and have issued our report thereon dated July 10, 2020. 

 
Internal Control Over Financial Reporting 
 
As part of our financial statement audit, we considered the Academy’s internal control over financial 
reporting (internal control) to determine the audit procedures appropriate in the circumstances to the extent 
necessary to support our opinion on the financial statements, but not to the extent necessary to opine on 
the effectiveness of the Academy’s internal control.  Accordingly, we have not opined on it.   
 
A deficiency in internal control exists when the design or operation of a control does not allow management 
or employees, when performing their assigned functions, to prevent, or detect and timely correct 
misstatements.  A material weakness is a deficiency, or combination of internal control deficiencies resulting 
in a reasonable possibility that internal control will not prevent or detect and timely correct a material 
misstatement of the Academy’s financial statements.  A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important 
enough to merit attention by those charged with governance.   
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all internal control deficiencies that might be material weaknesses 
or significant deficiencies. Given these limitations, we did not identify any deficiencies in internal control 
that we consider material weaknesses.  However, unidentified material weaknesses may exist.  

 
Compliance and Other Matters 

 
As part of reasonably assuring whether the Academy’s financial statements are free of material 
misstatement, we tested its compliance with certain provisions of laws, regulations, contracts, and grant 
agreements, noncompliance with which could directly and materially affect the determination of financial 
statement amounts.  However, opining on compliance with those provisions was not an objective of our 
audit and accordingly, we do not express an opinion. The results of our tests disclosed no instances of 
noncompliance or other matters we must report under Government Auditing Standards.   
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Purpose of this Report 
 

This report only describes the scope of our internal control and compliance testing and our testing results, 
and does not opine on the effectiveness of the Academy’s internal control or on compliance.  This report is 
an integral part of an audit performed under Government Auditing Standards in considering the Academy’s 
internal control and compliance.  Accordingly, this report is not suitable for any other purpose. 
 
 
 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
 
Columbus, Ohio 
 
July 10, 2020 
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Lausche Building, 615 Superior Ave., NW, Twelfth Floor, Cleveland, Ohio 44113-1801 
Phone:  216-787-3665 or 800-626-2297 

www.ohioauditor.gov 

INDEPENDENT AUDITOR’S REPORT  
 

 
Euclid Preparatory Academy 
Cuyahoga County 
23001 Euclid Avenue 
Euclid, Ohio 44117 
 
To the Board of Directors: 
 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Euclid Preparatory Academy, Cuyahoga 
County, Ohio (the Academy), as of and for the year ended June 30, 2018, and the related notes to the 
financial statements, which collectively comprise the Academy’s basic financial statements as listed in the 
table of contents.   
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for preparing and fairly presenting these financial statements in accordance 
with accounting principles generally accepted in the United States of America; this includes designing, 
implementing, and maintaining internal control relevant to preparing and fairly presenting financial 
statements that are free from material misstatement, whether due to fraud or error. 
 
Auditor's Responsibility 
 
Our responsibility is to opine on these financial statements based on our audit.  We audited in accordance 
with auditing standards generally accepted in the United States of America and the financial audit standards 
in the Comptroller General of the United States’ Government Auditing Standards.  Those standards require 
us to plan and perform the audit to reasonably assure the financial statements are free from material 
misstatement. 
 
An audit requires obtaining evidence about financial statement amounts and disclosures.  The procedures 
selected depend on our judgment, including assessing the risks of material financial statement 
misstatement, whether due to fraud or error.  In assessing those risks, we consider internal control relevant 
to the Academy’s preparation and fair presentation of the financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not to the extent needed to opine on the 
effectiveness of the Academy’s internal control.  Accordingly, we express no such opinion.  An audit also 
includes evaluating the appropriateness of management’s accounting policies and the reasonableness of 
their significant accounting estimates, as well as our evaluation of the overall financial statement 
presentation. 
 
We believe the audit evidence we obtained is sufficient and appropriate to support our audit opinion. 
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Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of the Euclid Preparatory Academy, Cuyahoga County as of June 30, 2018, and the changes in its 
financial position and its cash flows for the year then ended in accordance with the accounting principles 
generally accepted in the United States of America. 
 
Other Matters 
 
Required Supplementary Information  
 
Accounting principles generally accepted in the United States of America require this presentation to include 
management’s discussion and analysis and schedules of net pension and other post-employment benefit 
liabilities and pension and other post-employment benefit contributions listed in the table of contents, to 
supplement the basic financial statements. Although this information is not part of the basic financial 
statements, the Governmental Accounting Standards Board considers it essential for placing the basic 
financial statements in an appropriate operational, economic, or historical context. We applied certain 
limited procedures to the required supplementary information in accordance with auditing standards 
generally accepted in the United States of America, consisting of inquiries of management about the 
methods of preparing the information and comparing the information for consistency with management’s 
responses to our inquiries to the basic financial statements, and other knowledge we obtained during our 
audit of the basic financial statements. We do not opine or provide any assurance on the information 
because the limited procedures do not provide us with sufficient evidence to opine or provide any other 
assurance. 
 
Other Reporting Required by Government Auditing Standards  
 
In accordance with Government Auditing Standards, we have also issued our report dated May 21, 2019, 
on our consideration of the Academy’s internal control over financial reporting and our tests of its 
compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters.  
That report describes the scope of our internal control testing over financial reporting and compliance, and 
the results of that testing, and does not opine on internal control over financial reporting or on compliance.  
That report is an integral part of an audit performed in accordance with Government Auditing Standards in 
considering the Academy’s internal control over financial reporting and compliance.  
 
 
 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
 
Columbus, Ohio  
 
May 21, 2019 
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The discussion and analysis of the Euclid Preparatory School (the School) financial performance provides 
an overall review of the School’s financial activities for the fiscal year ended June 30, 2018. The intent of 
this discussion and analysis is to look at the School’s’ financial performance as a whole; readers should 
also review the basic financial statements and notes to the basic financial statements to enhance their 
understanding of the School’s financial performance. 

The Management’s Discussion and Analysis (the MD&A) is an element of the reporting model adopted 
by the Governmental Accounting Standards Board (GASB) in their Statement No. 34 Basic Financial 
Statements – and Management’s Discussion and Analysis – for State and Local Governments. Certain 
comparative information between the current fiscal year and the prior fiscal year is required to be 
presented in the MD&A. However, because this is the first year of financial reporting for the School 
comparative prior year fiscal information does not exist.  Subsequent reports will include the 
comparative information.

FINANCIAL HIGHLIGHTS

Key Financial Highlights for the School for the 2017-18 school year are as follows: 

 Total Assets and Deferred Outflows increased $176,387.
 Total Liabilities increased $780,267.  
 Total Net Position was $(603,880).
 Total Operating and Non-Operating revenues were $1,300,571. Total Operating expenses were 

$1,904,451.

USING THIS ANNUAL REPORT

This report consists of three parts: the required supplementary information, the basic financial 
statements, and notes to those statements.  The basic financial statements include a Statement of Net 
Position, a Statement of Revenues, Expenses and Change in Net Position, and a Statement of Cash 
Flows.  

The Statement of Net Position and Statement of Revenues, Expenses, and Change in Net Position reflect 
how the School did financially during fiscal year 2018.  These statements include all assets, deferred 
outflows of resources, liabilities, and deferred inflows of resources, using the accrual basis of accounting 
similar to the accounting used by most private-sector companies. This basis of accounting includes all of 
the current year revenues and expenses regardless of when cash is received or paid. 

These statements report the School’s net position and changes in that position. This change in net 
position is important because it tells the reader whether the financial position of the School has 
improved or diminished. The causes of this change may be the result of many factors, some financial, 
some not. Non-financial factors include the School’s’ student enrollment, per-pupil funding as 
determined by the State of Ohio, change in technology, required educational programs and other 
factors.

The School uses enterprise presentation for all of its activities.

Attachment 26: Audited Financial Statements Page 2853



EUCLID PREPARATORY SCHOOL - CUYAHOGA COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2018

4

USING THIS ANNUAL REPORT (Continued)

Statement of Net Position - The Statement of Net Position answers the question of how the School did 
financially during 2018.  This statement includes all assets, deferred outflows of resources, liabilities, and 
deferred inflows of resources, both financial and capital, and short-term and long-term using the accrual 
basis of accounting and economic resource focus, which is similar to the accounting used by most 
private-sector companies.  This basis of accounting takes into account all revenues and expenses during 
the year, regardless of when the cash is received or paid.  

Table 1 provides a summary of the School’s Net Position for fiscal year 2018. This is the School’s first 
year of operation.  Therefore, comparative information is not available.

Assets
Current Assets $                   61,897 

Capital Assets, Net 19,704 

Total Assets 81,601 

Deferred Outflows of Resources 94,786 

Liabilities
Current Liabilities 780,267 

Total Liabilties 780,267 

Net Position
Investment in Capital Assets 19,704 

Unrestricted (623,584)

Total Net Position $              (603,880)

Table 1
Statement of Net Position

2018

Over time, net position can serve as a useful indicator of a government’s financial position.  At June 30, 
2018, the School’s net position totaled $(603,880).

Current assets represent cash and cash equivalents, intergovernmental receivable, other assets. Current 
liabilities represent accounts payable and accrued expenses. As no prior year information is available, 
given that this was the initial year of operation for the school, all amounts reflected above changed 
100%.
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USING THIS ANNUAL REPORT (Continued)

The net pension liability (NPL) is the largest single liability reported by the School at June 30, 2018   and 
is reported pursuant to GASB Statement 68, “Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27.”   For fiscal year 2018, the School adopted GASB Statement 75, 
“Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions,” which 
significantly revises accounting for costs and liabilities related to other postemployment benefits 
(OPEB).  For reasons discussed below, many end users of this financial statement will gain a clearer 
understanding of the School’s actual financial condition by adding deferred inflows related to pension 
and OPEB, the net pension liability and the net OPEB liability to the reported net position and 
subtracting deferred outflows related to pension and OPEB.

Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OBEP liability.  GASB 68 and GASB 
75 take an earnings approach to pension and OPEB accounting; however, the nature of Ohio’s statewide 
pension/OPEB plans and state law governing those systems requires additional explanation in order to 
properly understand the information presented in these statements.

GASB 68 and GASB 75 require the net pension liability and the net OPEB liability to equal the School’s 
proportionate share of each plan’s collective:

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service 

2. Minus plan assets available to pay these benefits

GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, 
benefits, and the promise of a future pension and other postemployment benefits.  GASB noted that the 
unfunded portion of this promise is a present obligation of the government, part of a bargained-for 
benefit to the employee, and should accordingly be reported by the government as a liability since they 
received the benefit of the exchange.  However, the School is not responsible for certain key factors 
affecting the balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension 
benefits with the employer.  Both employer and employee contribution rates are capped by State 
statute.  A change in these caps requires action of both Houses of the General Assembly and approval of 
the Governor.  Benefit provisions are also determined by State statute.  The Ohio revised Code permits, 
but does not require the retirement systems to provide healthcare to eligible benefit recipients.  The 
retirement systems may allocate a portion of the employer contributions to provide for these OPEB 
benefits.
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USING THIS ANNUAL REPORT (Continued)

The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a 
specific, legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension/OPEB plan as against the public employer.  State law 
operates to mitigate/lessen the moral obligation of the public employer to the employee, because all 
parties enter the employment exchange with notice as to the law.  The retirement system is responsible 
for the administration of the pension and OPEB plans. 

Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. 
sick and vacation leave), are satisfied through paid time-off or termination payments.  There is no 
repayment schedule for the net pension liability or the net OPEB liability.  As explained above, changes 
in benefits, contribution rates, and return on investments affect the balance of these liabilities, but are 
outside the control of the local government.  In the event that contributions, investment returns, and 
other changes are insufficient to keep up with required payments, State statute does not assign/identify 
the responsible party for the unfunded portion.  Due to the unique nature of how the net pension 
liability and the net OPEB liability are satisfied, these liabilities are separately identified within the long-
term liability section of the statement of net position.

In accordance with GASB 68 and GASB 75, the School’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate 
share of each plan’s change in net pension liability and net OPEB liability, respectively, not accounted for 
as deferred inflows/outflows. Due to this being the first year of operations for the School there are only 
deferred outflows. 
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USING THIS ANNUAL REPORT (Continued)

Statement of Revenues, Expenses and Change in Net Position - Table 2 shows the change in Net 
Position for fiscal year 2018 as well as a listing of revenues and expenses.   This change in Net Position is 
important because it tells the reader that, for the School as a whole, the financial position of the School 
has improved or diminished. The cause of this may be the result of many factors, some financial, some 
not.  Non-financial factors include the current laws in Ohio restricting revenue growth, facility 
conditions, required educational programs and other factors. Since this is the first year of operations, 
comparative information will be provided in future years. 

Operating Revenues
State Aid $             1,183,823 
Other 397 

Total Operating Revenues 1,184,220 

Operating Expenses
Purchased Services 1,774,700 
Materials and Supplies 109,566 
Depreciation 4,926 
Other 15,259 

Total Operating Expenses 1,904,451 

Operating (Loss) (720,231)

Non-Operating Revenues
Federal Grants 116,351 

Total Non-Operating Revenues 116,351 

Change in Net Position (603,880)$              

Table 2
Change in Net Position

2018

Attachment 26: Audited Financial Statements Page 2857



EUCLID PREPARATORY SCHOOL - CUYAHOGA COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2018

8

BUDGETING HIGHLIGHTS

Community schools are statutorily required to adopt a budget by Ohio Revised Code 3314.032(C).
However, unlike traditional public schools located in the State of Ohio, community schools are not
required to follow the specific budgetary process and limits set forth in the Ohio Revised Code Chapter 
5705, unless specifically provided in the contract between the School and its Sponsor. The contract 
between the School and its Sponsor does not require the School to follow the provisions Ohio Revised 
Code Chapter 5705; therefore, no budgetary information is presented in the basic financial statements.

The contract between the School and its Sponsor does prescribe a budgetary process. The School must 
prepare and submit a detail budget for every fiscal year to the Board of Directors and its Sponsor.  The 
five-year forecast is also submitted to the Ohio Department of Education, semi-annually.

CAPITAL ASSETS 

At fiscal year end, the School’s net capital asset balance was $19,704. This balance represents $24,630 
of current year additions offset by current year depreciation of $4,926.   For more information on capital 
assets, see Note 5 of the Basic Financial Statements.

CURRENT FINANCIAL ISSUES

The School is a community School and is funded through the State of Ohio Foundation Program. The 
School relies on this, as well as, State and Federal funds as its primary source of revenue. In 2018, the 
State raised the base per pupil funding to $6,010, which is up from $6,000 in the previous year.
Additionally, community schools in Ohio will be allocated a small amount of facilities funding which is 
also per pupil based. This amount is projected to be $200 per pupil.

The full-time equivalent enrollment of the School for the year ended June 30, 2018 was 152.

Overall, the School will continue to provide learning opportunities and apply resources to best meet the 
needs of students.

CONTACTING THE SCHOOL’S FINANCIAL MANAGEMENT 

This financial report is designed to provide our citizen’s, taxpayers, investors and creditors with a 
general overview of the School’s finances and to demonstrate accountability for the money it receives. If 
you have questions about this report or need additional information contact the School’s Fiscal Officer,
C. David Massa, CPA, of Massa Financial Solutions, LLC, 23001 Euclid Ave, Cleveland, OH 44117.
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EUCLID PREPARATORY SCHOOL - CUYAHOGA COUNTY, OHIO 
  

Statement of Net Position 
At June 30, 2018 

 
Assets:
Current Assets:
    Cash and Cash Equivalents 7,162$               
    Intergovernmental Receivable 19,131

 Other Assets 35,604
      Total Current Assets 61,897

Noncurrent Assets:
  Capital Assets, net of Accumulated Depreciation 19,704

Total Assets 81,601               

Deferred Outflows of Resources:
    Pension 92,875               
    OPEB 1,911                 
      Total Deferred Outflows of Resources 94,786               

Liabilities:
Current Liabilities:
    Accounts Payable, Trade 670,747            
    Accounts Payable, Related Party 87,846               
    Accrued Expenses 21,674               
       Total Current Liabilities 780,267            

       Total Liabilities 780,267

Net Position:
  Invested in Capital Assets 19,704
  Unrestricted Net Position (623,584)           
  Total Net Position (603,880)$         

See Accompanying Notes to the Basic Financial Statements  
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EUCLID PREPARATORY SCHOOL - CUYAHOGA COUNTY, OHIO 
  

Statement of Revenues, 
Expenses and Changes in Net Position 

For the Fiscal Year Ended June 30, 2018 
 
 

Operating Revenues:
  State Aid 1,183,823$       
  Miscellaneous 397
    Total Operating Revenues 1,184,220

Operating Expenses:
  Purchased Services 1,774,700
  Depreciation 4,926
  Supplies 109,566
  Other Operating Expenses 15,259
    Total Operating Expenses 1,904,451

      Operating Loss (720,231)

Non-Operating Revenues and Expenses:
  Federal Grants 116,351
    Net Nonoperating Revenues and Expenses 116,351

Change in Net Position (603,880)           
Net Position Beginning of Year -                     
Net Position End of Year (603,880)$         

See Accompanying Notes to the Basic Financial Statements
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EUCLID PREPARATORY SCHOOL - CUYAHOGA COUNTY, OHIO 

  
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2018 
 

CASH FLOWS FROM OPERATING ACTIVITIES
State Aid Receipts 1,174,783$       
Other Operating Receipts 397                    
Cash Payments to Suppliers for Goods and Services (417,365)           
Cash Payments to Employees for Services (694,895)           
Cash Payments for Employee Benefits (137,388)           

Net Cash Used For Operating Activities (74,468)             

CASH FLOWS FROM INVESTMENT ACTIVITIES
Purchase of Assets (24,630)             

Net Cash Used for Investment Activities (24,630)             

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Federal and State Grant Receipts 106,260            

Net Cash Provided By Noncapital Financing Activities 106,260            

Net Increase in Cash and Cash Equivalents 7,162                 

Cash and Cash Equivalents - Beginning of the Year -                     
Cash and Cash Equivalents - Ending of the Year 7,162$               

See Accompanying Notes to the Basic Financial Statements  
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

(Continued) 
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EUCLID PREPARATORY SCHOOL - CUYAHOGA COUNTY, OHIO   
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2018 

(Continued) 

Reconciliation of Operating Loss to Net Cash Used For Operating Activities
Operating Loss (720,231)$         

Adjustments to Reconcile Operating Loss to Net Cash Used For Operating Activities

Depreciation 4,926                 

Changes in Assets, Liabil ities, and Deferred Inflows and Outflows:
(Increase)/Decrease in Receivables (9,040)                
(Increase)/ Decrease in Deferred Outflows (94,786)             
(Increase)/Decrease in Prepaid Expense (35,604)             
Increase/(Decrease) in Accounts Payable 670,747            
Increase/(Decrease) in Accrued Expenses 21,674               
Increase/(Decrease) in Accrued Wages and Benefits 60,075               
Increase/(Decrease) in Withholding Payable 27,771               

Net Cash Used For Operating Activities (74,468)$           

 
 
See Accompanying Notes to the Basic Financial Statements 
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NOTE 1 - DESCRIPTION OF THE ENTITY

Euclid Preparatory School, (the School) is a nonprofit corporation established pursuant to Ohio Revised 
Code Chapters 3314 and 1702.  The School’s mission is to improve the lives of its students by providing 
authentic learning experiences in a collaborative, nurturing environment that will build a foundation for 
student’s success in school, at future work and in life. The School operates on a foundation, which 
fosters character building for all students, parents and staff members.  The School, which is part of the 
State’s education program, is independent of any school district and is nonsectarian in its programs, 
admission policies, employment practices, and all other operations.  The School may acquire facilities as 
needed and contract for any services necessary for the operation of the School.

The School was approved for operation under a contract with St. Aloysius Orphanage (the Sponsor) for a 
one-year period commencing on July 1, 2016. However, the contract shall automatically renew for 
successive one-year periods through June 30, 2021. The School did not initially open in the first year of 
the contract due to projected low enrollment. Operations for the School commenced in August 2017.  
The Sponsor is responsible for evaluating the performance of the School and has the authority to deny 
renewal of the contract at its expiration or terminate the contract prior to its expiration. 

The School operates under the direction of a Board of Directors (the Board).  The Board is responsible 
for carrying out the provisions of the contract which include, but are not limited to, state mandated 
provisions regarding student populations, curriculum, academic goals, performance standards, 
admissions standards, and qualifications of teachers.  The Board controls the School’s instructional and 
administrative staff.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The basic financial statements of the School have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental nonprofit organizations.  The Governmental 
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental 
accounting and financial reporting principles.  The more significant of the School’s accounting policies 
are described below.

Basis of Presentation - The School’s basic financial statements consist of a Statement of Net Position, a 
Statement of Revenue, Expenses and Change in Net Position, and a Statement of Cash Flows. Enterprise 
fund reporting focuses on the determination of the changes in net position, financial position and cash 
flows.

The Government Accounting Standards Board identifies the presentation of all financial activity to be 
reported within one enterprise fund for year-ending reporting purposes.  Enterprise accounting is used 
to account for operations that are financed and operated in a manner similar to private business 
enterprise where the intent is that the cost (expense) of providing goods and services to the general 
public on a continuing basis be financed or recovered primarily through user charges.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Measurement Focus and Basis of Accounting - The accounting and financial reporting treatment is 
determined by measurement focus. Enterprise accounting uses a flow of economic resources 
measurement focus. Under this measurement focus, all assets, all deferred outflows of resources, all 
liabilities, and all deferred inflows of resources are included on the Statement of Net Position. The 
Statement of Revenues, Expenses and Changes in Net Position presents increases (e.g., revenues) and 
decreases (e.g., expenses) in total Net Position.

Budgetary Process - Community schools are statutorily required to adopt a budget by Ohio Revised 
Code 3314.032(C). However, unlike traditional public schools located in the State of Ohio, community 
schools are not required to follow the specific budgetary process and limits set forth in the Ohio Revised 
Code Chapter 5705, unless specifically provided in the contract between the School and its Sponsor. The 
contract between the School and its Sponsor does not require the School to follow the provisions Ohio 
Revised Code Chapter 5705; therefore, no budgetary information is presented in the basic financial
statements.

Cash and Cash Equivalents - Cash received by the School is reflected as “Cash and Cash Equivalents” on 
the Statement of Net Position.  The School did not have any investments during the period ended June 
30, 2018.

Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported 
in the financial statements and accompanying notes.  Actual results may differ from these estimates.

Capital Assets and Depreciation - Capital assets are capitalized at cost. Donated capital assets are 
recorded at their fair market values as of the date received.  The costs of additions are capitalized and 
expenditures for repairs and maintenance are expensed when incurred.  When property is sold or 
retired, the related costs and accumulated depreciation are removed from the financial records and any 
gain or loss is included in additions to or deductions from net position. Capital assets were $19,704, as of 
June 30, 2018, net of accumulated depreciation. Depreciation of capital assets is calculated utilizing the 
straight-line method over the estimated useful lives of the assets which are as follows:

Asset Class Useful Life
Computers & Technology Assets 3 years
Furniture, Fixtures, & Equipment      5 years
Textbooks 3 years

The School’s policy for asset capitalization threshold is $5,000. Assets or certain asset groups not 
meeting the capitalization threshold are not capitalized and are not included in the assets represented 
in the accompanying statement of net position.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Intergovernmental Revenues - The School currently participates in the State Foundation Program. 
Revenues received from this program are recognized as operating revenues in the accounting period in 
which all eligibility requirements have been met.

Grants and entitlements are recognized as non-operating revenues in the accounting period in which 
eligibility requirements have been met.

Eligibility requirements include timing requirements, which specify the year when the resources are 
required to be used or the fiscal year when use is first permitted, matching requirements, in which the 
School must provide local resources to be used for a specified purpose, and expenditure requirements, 
in which the resources are provided to the School on a reimbursement basis.

The School also participates in various federal programs passed through the Ohio Department of 
Education.

Under the above programs the School recorded $1,183,823 this fiscal year from the State Foundation 
Program and Casino Tax Revenues and $116,351 from Federal Grants.

Compensated Absences - Vacation is taken in a manner which corresponds with the school calendar; 
therefore, the School does not accrue vacation time as a liability.

Sick/personal leave benefits are earned by full-time employees at the rate of thirteen days per year and 
cannot be carried into the subsequent years.  No accrual for sick time is made since unused time is not 
paid to employees upon employment termination.

Accrued Liabilities - Obligations incurred but unpaid at June 30 are reported as accrued liabilities in the 
accompanying financial statements.  These liabilities consisted of Accounts Payable and Accrued 
Expenses totaling $780,267 at June 30, 2018.

Exchange and Non-Exchange Transactions - Revenue resulting from exchange transactions, in which 
each party gives and receives essentially equal value, is recorded on the accrual basis when the 
exchange takes place. Non-exchange transactions, in which the School receives value without directly 
giving equal value in return, include grants, entitlements and donations.  Revenue from grants, 
entitlements and donations is recognized in the fiscal year in which all eligibility requirements have been 
satisfied.  Eligibility requirements include timing requirements, which specify the year when the 
resources are required to be used or the fiscal year when use is first permitted, matching requirements, 
in which the School must provide local resources to be used for a specified purpose, and expenditures 
requirements, in which the resources are provided to the School on a reimbursement basis.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Net Position - Net position represent the difference between assets and liabilities. Net position is
reported as restricted when there are limitations imposed on their use through external restriction 
imposed by creditors, grantors, or laws and regulations of other governments. The School applies 
restricted resources when an expense is incurred for purposes for which both restricted and 
unrestricted net position are available. Net position invested in capital assets consist of capital assets, 
net of accumulated depreciation, reduced by the outstanding balances of any borrowings used for the 
acquisition, construction, or improvement of those assets.

Operating Revenues and Expenses - Operating revenues are those revenues that are generated directly 
from the primary activities of the School.  For the School, these revenues are primarily the State 
Foundation program.  Operating expenses are necessary costs incurred to provide the good or service 
that is the primary activity of the School.  All revenues and expenses not meeting this definition are 
reported as non-operating. There were no non-operating expenses reported at June 30, 2018.

Deferred Inflows and Deferred Outflows of Resource - In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of resources represent a consumption of net position that applies to a future period and will not be 
recognized as an outflow of resources (expense/expenditure) until then.  For the School, deferred 
outflows of resources are reported on the government-wide statement of net position for pension and 
OPEB.  The deferred outflows of resources related to pension and OPEB plans are explained in Notes 7
and 8.

In addition to liabilities, the statements of financial position report a separate section for deferred 
inflows of resources. Deferred inflows of resources represent an acquisition of net position that applies 
to a future period and will not be recognized until that time. For the School, deferred inflows of 
resources include pension and OPEB. These amounts are deferred and recognized as an inflow of 
resources in the period the amounts become available.  Deferred inflows of resources related to pension 
and OPEB plans are reported on the government-wide statement of net position. Due to this being the 
first year of operations for the School there are only deferred outflows. (See Notes 7 and 8)

Pensions /Other Postemployment Benefits (OPEB) - For purposes of measuring the net pension/OPEB 
liability, deferred outflows of resources and deferred inflows of resources related to pensions/OPEB, 
and pension/OPEB expense, information about the fiduciary net position of the pension/OPEB plans and 
additions to/deductions from their fiduciary net positon have been determined on the same basis as 
they are reported by the pension/OPEB plan.  For this purpose, benefit payments (including refunds of 
employee contributions) are recognized when due and payable in accordance with the benefit terms.  
The pension/OPEB plans report investments at fair value. Due to this being the first year of operations 
for the School there are only deferred outflows.
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NOTE 3 - CASH AND CASH EQUIVALENTS

The following information classifies deposits by category of risk as defined in GASB Statement No.3 
“Deposits with Financial Institutions, Investments (including Repurchase Agreements) and Reverse 
Repurchase Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk 
Disclosures”.

The School maintains its cash balances at one financial institution, PNC Bank, located in Ohio. The 
balances are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying 
account.  At June 30, 2018, the book amount of the School’s deposits was $7,162 and the bank balance 
was $31,408.

The School had no deposit policy for custodial risk beyond the requirement of state statute.  Ohio law 
requires that deposits either be insured or be protected by eligible securities pledged to and deposited
either with the School or a qualified trustee by the financial institution as security for repayment or by a 
collateral pool of eligible securities deposited with a qualified trustee to secure repayment of all public
monies deposited in the financial institution whose market value shall be at least 105% of deposits being 
secured. At June 30, 2018, none of the bank balance was exposed to custodial credit risk.

NOTE 4 - RECEIVABLES

The School had Intergovernmental receivables totaling $19,131 at June 30, 2018. These receivables 
represented monies due from State Aid and Federal grants, but not received as of June 30, 2018.
Amounts are expected be collected within one year.

NOTE 5 - CAPITAL ASSETS 

For the period ending June 30, 2018, the School’s capital assets consisted of the following:

Balance Balance
6/30/2017 Additions Deletions 06/30/18

Capital Assets:
Furniture & Equipment -$            24,630$       -$              24,630$       
Total Capital Assets - 24,630 - 24,630

Less Accumulated Depreciation:
Furniture & Equipment - (4,926) - (4,926)
Total Accumulated Depreciation - (4,926) - (4,926)

Total Capital Assets, Net -$            19,704$       -$              19,704$       
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NOTE 6 - RISK MANAGEMENT

Property & Liability - The School is exposed to various risks of loss related to torts; theft of, damage to, 
and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  During the 
fiscal year ending June 30, 2018, the School contracted with Cincinnati Insurance Company for 
nonprofits and maintained general liability insurance with a $1,000,000 single occurrence limit and 
$2,000,000 annual aggregate.

Workers’ Compensation - The School pays the State Worker’s Compensation System a premium for 
employee injury coverage.  The premium is calculated by multiplying the monthly total gross payroll by a 
factor that is calculated by the State. 

Employee Medical and Dental Benefits - The School provides medical, vision, and dental insurance 
benefits through United Healthcare to all full-time employees. During the School year, the School paid 
80% of the monthly premiums for all employees.

NOTE 7 - DEFINED BENEFIT PENSIONS PLANS

Net Pension Liability – For fiscal year 2018, Governmental Accounting Standards Board (GASB) 
Statement No. 68, “Accounting and Financial Reporting for Pensions” and GASB Statement No. 71, 
“Pension Transition for Contributions Made Subsequent to the Measurement Date – an amendment of
GASB Statement No. 68” were effective. The net pension liability is not reported in the accompanying 
financial statements due to the School not being in operation during the measurement period. The plan 
description and actuarial assumptions have been disclosed below.

The net pension liability reported on the Statement of Net Position represents a liability to employees 
for pensions. Pensions are a component of exchange transactions-–between an employer and its 
employees—of salaries and benefits for employee services.  Pensions are provided to an employee—on 
a deferred-payment basis—as part of the total compensation package offered by an employer for 
employee services each financial period.  The obligation to sacrifice resources for pensions is a present 
obligation because it was created as a result of employment exchanges that already have occurred.

The net pension liability represents the School’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.  

Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which pensions are financed; however, the School 
does receive the benefit of employees’ services in exchange for compensation including pension. 

GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 

Attachment 26: Audited Financial Statements Page 2868



EUCLID PREPARATORY SCHOOL - CUYAHOGA COUNTY, OHIO

NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2018

19

NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued)

of withholdings from employees).  State statute requires the pension plans to amortize unfunded 
liabilities within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must 
propose corrective action to the State legislature.  Any resulting legislative change to benefits or funding 
could significantly affect the net pension liability.   Resulting adjustments to the net pension liability 
would be effective when the changes are legally enforceable.

The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension 
liability on the accrual basis of accounting.  Any liability for the contractually-required pension 
contribution outstanding at the end of the year is included in intergovernmental payable on both the 
accrual and modified accrual bases of accounting.  

Plan Description - School Employees Retirement System (SERS)

Plan Description – School non-teaching employees participate in SERS, a cost-sharing, multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability, and 
survivor benefits, annual cost-of-living adjustments, and death benefits to plan members and 
beneficiaries.  

Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  SERS issues 
a publicly available, stand-alone financial report that includes financial statements, required 
supplementary information, and detailed information about SERS’ fiduciary net position.  That report 
can be obtained by visiting the SERS website at www.ohsers.org under Employers/Audit Resources. 

Age and service requirements for retirement are as follows:

Eligible to Eligible to
Retire on or before Retire on or after
August 1, 2017 * August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 65 with 5 years of service credit Age 57 with 30 years of service credit

Actuarially Reduced Benefits Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Age 55 with 25 years of service credit Age 60 with 25 years of service credit

* Members with 25 years of service credit as of August 1, 2017, will be included in this plan.

Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on years of service; 2.2 percent for the first thirty years of service and 2.5 percent for years 
of service credit over 30.  Final average salary is the average of the highest three years of salary. One 
year after an effective benefit date, a benefit recipient is entitled to a 2.5 percent cost-of-living 
adjustment (COLA).  This same COLA is added each year to the base benefit amount on the anniversary 
date of the benefit.
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued)

Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the School is required to contribute 14 percent of annual covered payroll. The contribution 
requirements of plan members and employers are established and may be amended by the SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent 
for employers.  The Retirement Board, acting with the advice of the actuary, allocates the employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare 
B Fund, and Health Care Fund). For the fiscal year ended June 30, 2018, the allocation to pension, death 
benefits, and Medicare B was 13.5 percent. 0.5 percent to the Health Care Fund.

The School’s contractually required contribution to SERS was $15,419 for fiscal year 2018.

Plan Description - State Teachers Retirement System (STRS)

Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing, multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information, and detailed information about STRS’ fiduciary net position.  That report can be obtained 
by writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting 
the STRS Web site at www.strsoh.org.

New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan, and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 
3307.  The DB plan offers an annual retirement allowance based on final average salary multiplied by a 
percentage that varies based on years of service.  Effective August 1, 2015, the calculation will be 2.2 
percent of final average salary for the five highest years of earnings multiplied by all years of service. 
Members are eligible to retire at age 60 with five years of qualifying service credit, or age 55 with 26 
years of service, or 31 years of service regardless of age.  Age and service requirements for retirement 
will increase effective August 1, 2015, and will continue to increase periodically until they reach age 60
with 35 years of service or age 65 with five years of service on August 1, 2026.

The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and 
termination of employment.  The member may elect to receive a lifetime monthly annuity or a lump 
sum withdrawal.  
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued)

The Combined Plan offers features of both the DB Plan and the DC Plan.  In the Combined Plan, 12.0 of 
the 14.0 percent member rates goes to the DC Plan and the remaining 2.0 percent goes to the DB plan. 
Member contributions to the DC plan are allocated among investment choices by the member, and 
contributions to the DB plan from the employer and the member are used to fund the defined benefit 
payment at a reduced level from the regular DB Plan.  The defined benefit portion of the Combined Plan 
payment is payable to a member on or after age 60 with five years of services.  The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity 
after termination of employment at age 50 or later. 

New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or 
transfer to another STRS plan.  The optional annuitization of a member’s defined contribution account 
or the defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in 
STRS bearing the risk of investment gain or loss on the account.  STRS has therefore included all three 
plan options in the GASB 68 schedules of employer allocation and pension amounts by employer. 

A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit that apply for disability benefits.  Members in the DC Plan who 
become disabled are entitled only to their account balance.  If a member of the DC Plan dies before 
retirement benefits begin, the member’s designated beneficiary is entitled to receive the member’s 
account balance. 

Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2018, plan members were required to contribute 14 percent of their annual covered salary. The 
School was required to contribute 14 percent; the entire 14 percent was the portion used to fund 
pension obligations. The fiscal year 2018 contribution rates were equal to the statutory maximum rates. 

The School’s contractually required contributions to STRS was $77,456 for fiscal year 2018. 

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources (with the exception of 
deferred outflows of resources related to School contributions subsequent to the measurement date) 
and Deferred Inflows of Resources Related to Pensions are not applicable to the School at June 30, 2018 
due to the School not being in operation during the measurement period.
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued)

At June 30, 2018, the School reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources: 

SERS STRS Total
Deferred Outflows of Resources
Academy contributions subsequent to the 
measurement date 15,419$              77,456$              92,875$              

Total Deferred Outflows of Resources 15,419$              77,456$              92,875$              

$92,875 reported as deferred outflows of resources related to pension resulting from School 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the year ending June 30, 2019.

Actuarial Assumptions - SERS

SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 
67 as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial 
valuations of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited 
service) and assumptions about the probability of occurrence of events far into the future (e.g., 
mortality, disabilities, retirements, employment termination).  Actuarially determined amounts are 
subject to continual review and potential modifications, as actual results are compared with past 
expectations and new estimates are made about the future.

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point.  The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.  

Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant.  In many cases actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination.
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued)

Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2017, are presented below:

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
COLA  or Ad Hoc COLA 2.5 percent
Investment Rate of Return 7.50 percent net of investments expense, including inflation
Actuarial Cost Method Entry Age Normal

The RP-2014 Blue Collar Mortality Table with fully generational projection and Scale BB, 120% of male 
rates and 110% of female rates is used to evaluate allowances to be paid. The RP-2000 Disabled 
Mortality Table with 90% for male rates and 100% for female rates set back five years is used for the 
period after disability retirement. 

The most recent experience study was completed June 30, 2015.  

The long-term return expectation for the Pension Plan Investments has been determined using a 
building-block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating a weighted averaged of the 
expected real return premiums for each asset class, adding the projected inflation rate, and adding the 
expected return from rebalancing uncorrelated asset classes. The target allocation and best estimates of 
arithmetic real rates of return for each major asset class are summarized in the following table:

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
International Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Stratagies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return 

Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute.  Projected inflows from investment earning were calculated using the long-term assumed 
investment rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members. Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of 
projected benefits to determine the total pension liability.  

Attachment 26: Audited Financial Statements Page 2873



EUCLID PREPARATORY SCHOOL - CUYAHOGA COUNTY, OHIO

NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2018

24

NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued)

Actuarial Assumptions – STRS

The total pension liability in the June 30, 2017, actuarial valuation was determined using the following 
actuarial assumptions, applied to all periods included in the measurement: 

Inflation 2.50 percent
Projected salary increases 2.50 percent at age 65 to 12.50 percent at age 20
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Cost-of-Living Adjustments 2 percent simple applied as follows:  for members retiring before
(COLA) August 1, 2013, 2 percent per year; for members retiring August 1, 2013,

or later, 2 percent COLA paid on fifth anniversary of retirement date.

Post-retirement mortality rates for healthy retirees are based on the RP-2014 Annuitant Mortality Table 
with 50% of rates through age 69, 70% of rates between ages 70 and 79, 90% of rates between ages 80 
and 84, and 100% of rates thereafter, projected forward generationally using mortality improvement 
scale MP-2016.  Post-retirement disabled mortality rates are based on the RP-2014 Disabled Mortality 
Table with 90% of rates for males and 100% of rates for females, projected forward generationally using 
mortality improvement scale MP-2016.  Pre-retirement mortality rates are based on RP-2014 Employee 
Mortality Table, projected forward generationally using mortality improvement scale MP-2016.Actuarial 
assumptions used in the June 30, 2016, valuation are based on the results of an actuarial experience 
study, effective July 1, 2012.

The 10-year expected real rate of return on pension plan investments was determined by STRS’ 
investment consultant by developing best estimates of expected future real rates of return for each 
major asset class.  The target allocation and best estimates of geometric real rates of return for each 
major asset class are summarized as follows: 

Target
Asset Class Allocation

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 % 7.61 %

Long-Term Expected
Real Rate of Return *

* 10-Year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25% and 
does not include investment expenses. Over a 30-year period, STRS Ohio’s investment consultant indicates that the 
above target allocations should generate a return above the actuarial rate of return, without net value added by 
management. 
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued)

Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2017. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate 
increases described above. For this purpose, only employer contributions that are intended to fund 
benefits of current plan members and their beneficiaries are included.  Projected employer 
contributions that are intended to fund the service costs of future plan members and their beneficiaries, 
as well as projected contributions from future plan members, are not included.  

Based on those assumptions, STRS’ fiduciary net position was projected to be available to make all 
projected future benefit payments to current plan members as of June 30, 2017.  Therefore, the long-
term expected rate of return on pension plan investments of 7.45 percent was applied to all periods of 
projected benefit payment to determine the total pension liability as of June 30, 2017.

Benefit Term Changes Since the Prior Measurement Date
Effective July 1, 2017, the COLA was reduced to zero. 

NOTE 8 - POSTEMPLOYMENT BENEFITS

Net OPEB Liability – For fiscal year 2018, Governmental Accounting Standards Board (GASB) Statement 
No. 75, “Accounting and Financial Reporting for Postemployment Benefits other than Pensions” were 
effective. The net OPEB liability is not reported in the accompanying financial statements due to the 
School not being in operation during the measurement period. The plan description and actuarial 
assumptions have been disclosed below.

The net OPEB liability reported on the statement of net position represents a liability to employees for
OPEB. OPEB is a component of exchange transactions-–between an employer and its employees—of 
salaries and benefits for employee services.  OPEB are provided to an employee—on a deferred-
payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for OPEB is a present obligation 
because it was created as a result of employment exchanges that already have occurred.
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NOTE 8 - POSTEMPLOYMENT BENEFITS (continued)

The net OPEB liability represents the School’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB liability calculation is dependent on critical long-term 
variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting these estimates annually.  

Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which OPEB are financed; however, the School
does receive the benefit of employees’ services in exchange for compensation including OPEB. 

GASB 75 assumes the liability is solely the obligation of the employer, because they benefit from 
employee services.  OPEB contributions come from these employers and health care plan enrollees 
which pay a portion of the health care costs in the form of a monthly premium. The Ohio revised Code 
permits, but does not require the retirement systems to provide healthcare to eligible benefit recipients. 
Any change to benefits or funding could significantly affect the net OPEB liability. Resulting adjustments 
to the net OPEB liability would be effective when the changes are legally enforceable. The retirement 
systems may allocate a portion of the employer contributions to provide for these OPEB benefits.

The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB liability 
on the accrual basis of accounting.  Any liability for the contractually-required OPEB contribution 
outstanding at the end of the year is included in intergovernmental payable on both the accrual and 
modified accrual bases of accounting.  

Plan Description - School Employees Retirement System (SERS)

Health Care Plan Description - The School contributes to the SERS Health Care Fund, administered by 
SERS for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered 
a cost-sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the death of a member or retiree, are eligible for SERS’ health care coverage. Most retirees and 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self-insured preferred 
provider organization for its non-Medicare retiree population. For both groups, SERS offers a self-
insured prescription drug program. Health care is a benefit that is permitted, not mandated, by statute.  
The financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which 
can be obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources.
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NOTE 8 - POSTEMPLOYMENT BENEFITS (continued)

Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with 
Internal Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or 
discontinue any health plan or program. Active employee members do not contribute to the Health Care 
Plan.  The SERS Retirement Board established the rules for the premiums paid by the retirees for health 
care coverage for themselves and their dependents or for their surviving beneficiaries.  Premiums vary 
depending on the plan selected, qualified years of service, Medicare eligibility, and retirement status.  

Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required pensions and benefits, the
Retirement Board may allocate the remainder of the employer contribution of 14 percent of covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2018, .5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro-rated if 
less than a full year of service credit was earned. For fiscal year 2018, this amount was $23,700. Statutes 
provide that no employer shall pay a health care surcharge greater than 2 percent of that employer’s 
SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the total statewide 
SERS-covered payroll for the health care surcharge.  For fiscal year 2018, the School’s surcharge 
obligation was $1,340.

The surcharge added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The School’s contractually required contribution to SERS was 
$1,911 for fiscal year 2018.

Plan Description - State Teachers Retirement System (STRS)

Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing 
Health Plan administered for eligible retirees who participated in the defined benefit or combined 
pension plans offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include 
hospitalization, physicians’ fees, prescription drugs and partial reimbursement of monthly Medicare Part 
B premiums.  Medicare Part B premium reimbursements will be discontinued effective January 1, 2020.  
The Plan is included in the report of STRS which can be obtained by visiting www.strsoh.org or by calling 
(888) 227-7877.

Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be 
absorbed by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all 
health care plan enrollees, for the most recent year, pay a portion of the health care costs in the form of 
a monthly premium.  Under Ohio law, funding for post-employment health care may be deducted from 
employer contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 
2018, STRS did not allocate any employer contributions to post-employment health care.  
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NOTE 8 - POSTEMPLOYMENT BENEFITS (continued)

OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources (with the exception of 
deferred outflows of resources related to School contributions subsequent to the measurement date) 
and Deferred Inflows of Resources Related to Pensions are not applicable to the School at June 30, 2018 
due to the School not being in operation during the measurement period. At June 30, 2018, the School
reported deferred outflows of resources related to pensions from the following sources: 

SERS STRS Total
Deferred Outflows of Resources
Academy contributions subsequent to the 
measurement date 1,911$                -$                    1,911$                

Total Deferred Outflows of Resources 1,911$                -$                    1,911$                

$1,911 reported as deferred outflows of resources related to OPEB resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending June 30, 2019.  Other amounts reported as deferred outflows of resources and deferred 
inflows of resources related to OPEB will be recognized in OPEB expense as follows: 

Actuarial Assumptions - SERS

The total OPEB liability is determined by SERS’ actuaries in accordance with GASB Statement No. 74, as 
part of their annual actuarial valuation for each retirement plan. Actuarial valuations of an ongoing plan 
involve estimates of the value of reported amounts (e.g., salaries, credited service) and assumptions 
about the probability of occurrence of events far into the future (e.g., mortality, disabilities, retirements, 
employment terminations). Actuarially determined amounts are subject to continual review and 
potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future.

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point. The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.
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NOTE 8 - POSTEMPLOYMENT BENEFITS (continued)

Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination.

Key methods and assumptions used in calculating the total OPEB liability in the latest actuarial valuation 
date of June 30, 2017, are presented below:

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investments

expense, including inflation
Municipal Bond Index Rate:

Measurement Date 3.56 percent
Prior Measurement Date 2.92 percent

Single Equivalent Interest Rate, net of plan investment expense,
including price inflation

Measurement Date 3.63 percent
Prior Measurement Date 2.98 percent

Medical Trend Assumption
Medicare 5.50 to 5.00 percent
Pre-Medicare 7.50 to 5.00 percent

Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years.

The most recent experience study was completed for the five-year period ended June 30, 2015.  

The long-term expected rate of return on plan assets is reviewed as part of the actuarial five-year 
experience study. The most recent study covers fiscal years 2010 through 2015, and was adopted by the 
Board on April 21, 2016. Several factors are considered in evaluating the long-term rate of return 
assumption including long-term historical data, estimates inherent in current market data, and a log-
normal distribution analysis in which best-estimate ranges of expected future real rates of return were 
developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long-term expected rate of return, 7.50 percent, by weighting the expected future real 
rates of return by the target asset allocation percentage and then adding expected inflation. The capital 
market assumptions developed by the investment consultant are intended for use over a 10-year 
horizon and may not be useful in setting the long-term rate of return for funding pension plans which 
covers a longer timeframe. The assumption is intended to be a long-term assumption and is not 
expected to change absent a significant change in the asset allocation, a change in the inflation 
assumption, or a fundamental change in the market that alters expected returns in future years.
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NOTE 8 - POSTEMPLOYMENT BENEFITS (continued)

The target asset allocation and best estimates of arithmetic real rates of return for each major asset 
class, as used in the June 30, 2015 five-year experience study, are summarized as follows:

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of  Return

Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2017 was 3.63 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2017 was 2.98 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be 
made from members and the System at the state statute contribution rate of 2.00 percent of projected 
covered employee payroll each year, which includes a 1.50 percent payroll surcharge and 0.50 percent 
of contributions from the basic benefits plan. Based on these assumptions, the OPEB plan’s fiduciary net 
position was projected to become insufficient to make future benefit payments during the fiscal year 
ending June 30, 2025. Therefore, the long-term expected rate of return on OPEB plan assets was used to 
present value the projected benefit payments through the fiscal year ending June 30, 2024 and the 
Fidelity General Obligation 20-year Municipal Bond Index rate of 3.56 percent, as of June 30, 2017 (i.e. 
municipal bond rate), was used to present value the projected benefit payments for the remaining years 
in the projection. The total present value of projected benefit payments from all years was then used to 
determine the single rate of return that was used as the discount rate. The projection of future benefit 
payments for all current plan members was until the benefit payments ran out.
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NOTE 8 - POSTEMPLOYMENT BENEFITS (continued)

Actuarial Assumptions – STRS

Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2017, actuarial valuation are presented below:  

Inflation 2.50 percent
Projected salary increases 12.50 percent at age 20 to 

2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment

expenses, including inflation
Payroll Increases 3 percent
Cost-of-Living Adjustments 0.0 percent, effective July 1, 2017
(COLA)

Blended Discount Rate of Return 4.13 percent
Health Care Cost Trends 6 to 11 percent initial, 4.5 percent ultimate

Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members.

For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates 
between ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using 
mortality improvement scale MP-2016. For disabled retirees, mortality rates are based on the RP-2014 
Disabled Mortality Table with 90 percent of rates for males and 100 percent of rates for females, 
projected forward generationally using mortality improvement scale MP-2016.

Actuarial assumptions used in the June 30, 2017, valuation are based on the results of an actuarial 
experience study for the period July 1, 2011 through June 30, 2016. 

Since the prior measurement date, the discount rate was increased from 3.26 percent to 4.13 percent 
based on the methodology defined under GASB Statement No. 74, Financial Reporting for 
Postemployment Benefit Plans Other Than Pension Plans (OPEB) and the long term expected rate of 
return was reduced from 7.75 percent to 7.45 percent. Valuation year per capita health care costs were 
updated, and the salary scale was modified. The percentage of future retirees electing each option was 
updated based on current data and the percentage of future disabled retirees and terminated vested 
participants electing health coverage were decreased. The assumed mortality, disability, retirement, 
withdrawal and future health care cost trend rates were modified along with the portion of rebated 
prescription drug costs.

Also, since the prior measurement date, the subsidy multiplier for non-Medicare benefit recipients was 
reduced from 2.1 percent to 1.9 percent per year of service. Medicare Part B premium reimbursements
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NOTE 8 - POSTEMPLOYMENT BENEFITS (continued)

were discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 2019.  Subsequent to the current measurement 
date, the date for discontinuing remaining Medicare Part B premium reimbursements was extended to 
January 2020.

STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long-term expected 
rate of return for each major asset class are summarized as follows: 

Target
Asset Class Allocation

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

* 10 year annualized geometric nominal returns, which  include the 
real rate of return and inflation of 2.25 percent and does not include 
investment expenses.  Over a 30-year period, STRS' investment
consultant indicates that the above target allocations should
generate a return above the actual rate of return, without net
value added by management.

Long-Term Expected
Rate of Return *

Discount Rate The discount rate used to measure the total OPEB liability was 4.13 percent as of June 30, 
2017. The projection of cash flows used to determine the discount rate assumes STRS Ohio continues to 
allocate no employer contributions to the health care fund. Based on these assumptions, the OPEB 
plan’s fiduciary net position was not projected to be sufficient to make all projected future benefit 
payments of current plan members. The OPEB plan’s fiduciary net position was projected to become 
insufficient to make future benefit payments during the fiscal year ending June 30, 2037.  Therefore, the 
long-term expected rate of return on OPEB plan assets was used to determine the present value of the 
projected benefit payments through the fiscal year ending June 30, 2036 and the Bond Buyer 20-year 
municipal bond rate of 3.58 percent as of June 30, 2017 (i.e. municipal bond rate), was used to 
determine the present value of the projected benefit payments for the remaining years in the 
projection.  The total present value of projected benefit payments from all years was then used to 
determine the single rate of return that was used as the discount rate. The blended discount rate of 4.13 
percent, which represents the long-term expected rate of return of 7.45 percent for the funded benefit 
payments and the Bond Buyer 20-year municipal bond rate of 3.58 percent for the unfunded benefit 
payments, was used to measure the total OPEB liability as of June 30, 2017.  A blended discount rate of 
3.26 percent which represents the long term expected rate of return of 7.75 percent for the funded 
benefit payments and the Bond Buyer 20-year municipal bond rate of 2.85 percent for the unfunded 
benefit payments was used to measure the total OPEB liability at June 30, 2016.
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NOTE 9 - CONTINGENCIES 

Grants - The School received financial assistance from federal and state agencies in the form of grants.  
Amounts received from grantor agencies are subject to audit and adjustment by the grantor.  Any 
disallowed costs may require refunding to the grantor.  Amounts which may be disallowed, if any, are 
not presently determinable.  However, in the opinion of the School, any such adjustments will not have 
a material adverse effect on the financial position of the School. 

Litigation - There are currently no matters in litigation with the School as defendant.

Full-Time Equivalency - School foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student. However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes. Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by 
schools throughout the State, which can extend past the fiscal year end. 

Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal 
year end that may result in an additional adjustment to the enrollment information as well as claw backs 
of Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE performed such a review on the School for fiscal year 2018. 

As of the date of this report, the ODE has made two FTE adjustments, one in September 2018 related to 
fiscal year 2018, and one in December 2018. For the Academy, the first adjustment was a positive 
adjustment and it has been accrued on the Statement of Net Position. The second adjustment was not a 
material adjustment and was recorded during the current fiscal year.

In addition, the School’s contracts with their Sponsor and Management Company require payment 
based on revenues received from the State.  These adjustments were recorded as part of the current 
fiscal year. 

NOTE 10 - SPONSOR CONTRACT

The School contracted with St. Aloysius Orphanage as its sponsor and oversight services as required by 
law.  Sponsorship fees are calculated as a three percent of state funds received by the School from the 
State of Ohio. For the fiscal year ended June 30, 2018, the total sponsorship fees paid totaled $34,247.
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NOTE 11 - PURCHASED SERVICES

For the period of July 1, 2017 through June 30, 2018, the School made the following purchased services 
commitments.

Purchased Services Amount
Personnel Services 825,342$         
Professional Services 357,688
Property Services 230,309
Utilities 52,631
Travel & Meetings 481
Communications 64,121
Contractual Trade 86,094
Pupil Transportation 158,034

Total 1,774,700$     

NOTE 12 - LEASE OBLIGATIONS

In July 2017, the School began utilizing the facility located at 23001 Euclid Avenue in Euclid, Ohio.  The 
lease is with HBP Euclid Corporation and extends through June 30, 2031.  The total rent expense for 
fiscal year 2018 was $123,032. Future minimum payments due under the lease with HBP Euclid 
Corporation as of June 30, 2018 are as follows:

Fiscal Year Amount
FY2019 150,000$         
FY2020 180,600
FY2021 184,212
FY2022 187,896
FY2023 191,654
FY2024 - 2028 1,017,323
FY2029 - 2031 660,538

Total 2,572,223$     

NOTE 13 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES

The School entered into an agreement with Accel Schools, a management company, to provide legal, 
financial, and other management support services for fiscal year 2018. The agreement was for a period 
of five years beginning July 1, 2017. Management fees are calculated as 18% of the School’s State 
Revenues. The total amount due from the School for the fiscal year ending June 30, 2018 was $230,618
and is included under “Purchased Services” on the Statement of Revenues, Expenses and Changes in Net 
Position.
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NOTE 13 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES (continued)

Also, per the management agreement there are expenses that will be billed to the School based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of Accel employees working 
at the School and other costs related to providing education and administrative services. The total 
amount billed to the School inclusive of management fees during fiscal year 2018 was $1,095,844.

The following is a summary of the management company expenses during fiscal year 2018:

Regular Instruction
(1100 Function 

Codes)

Special Instruction
(1200 Function 

Codes)

Support Services
(2000 Function 

Codes)
Total

1100 1200 2000

Salaries & Wages (100 Object Codes) 100 417,428.78$          43,092.45$            162,618.88$          623,140.11$          
Employees’ Benefits (200 Object Codes) 200 18,452.71$            2,074.20$              5,642.47$              26,169.38$            
Professional & Technical Services (410 Object Codes) 410 256,174.96$          256,174.96$          
Property Services (420 Object Codes) 420 75,741.43$            75,741.43$            
Communications (440 Object Codes) 440 54,429.06$            54,429.06$            
Utilities (450 Object Codes) 450 4,018.46$              4,018.46$              
Contracted Craft or Trade Services (460 Object Codes) 460 203.92$                 203.92$                 
Transportation (480 Object Codes) 480 21,612.76$            21,612.76$            
Other Supplies (510 Object Codes) 510 20,227.07$            45,012.83$            65,239.90$            
Depreciation (600 Object Codes) 600 27,487.58$            27,487.58$            
Other Direct Expense (800 Object Codes) 800 149.95$                 9,034.00$              9,183.95$              
Total Direct Expenses 483,746.09$          45,166.65$            634,488.77$          1,163,401.51$       

Overhead 146,132.21$          146,132.21$          
Total Expenses 483,746.09$          45,166.65$            780,620.98$          1,309,533.72$       

Direct Expenses: 

Indirect Expenses:
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2018

Contractually Required Contribution 15,419$            

Contributions in Relation to the 
Contractually Required Contribution (15,419)

Contribution Deficiency (Excess) -

Academy Covered Payroll 114,215$          

Contributions as a Percentage of
Covered Payroll 13.50%

(1) Information prior to 2018 is not available. Schedule is intended to 
show ten years of information, and additional years' will be 
displayed as it becomes available. 

Required Supplementary Information
Schedule of Academy Contributions - Pension
School Employees Retirement System of Ohio

Current Fiscal Year

See accompanying notes to the required supplementary information
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2018

Contractually Required Contribution 77,456$           

Contributions in Relation to the 
Contractually Required Contribution (77,456)

Contribution Deficiency (Excess) -$                

Academy Covered Payroll 553,257$         

Contributions as a Percentage of
Covered Payroll 14.00%

(1) Information prior to 2018 is not available. Schedule is intended to 
show ten years of information, and additional years' will be 
displayed as it becomes available. 

Required Supplementary Information
Schedule of Academy Contributions - Pension

State Teachers Retirement System of Ohio
Current Fiscal Year

See accompanying notes to the required supplementary information
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2018

Contractually Required Contribution (1) 1,911$           

Contributions in Relation to the 
Contractually Required Contribution (1,911)

Contribution Deficiency (Excess) -

Academy Covered Payroll 114,215$       

OPEB Contributions as a Percentage of
Covered Payroll (1) 1.67%

(1) Includes Surcharge

(2) Information prior to 2018 is not available. Schedule is intended
to show ten years of information, and additional years' will be
as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - OPEB

School Employees Retirement System of Ohio
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Net Pension Liability 

Changes of benefit terms - SERS:

There were no changes in benefit terms from the amounts reported for fiscal years 2014-2018.

The following changes were made to the benefit terms in 2018 as identified: The COLA was changed 
from a fixed 3.00% to a COLA that is indexed to CPI-W not greater than 2.5% with a floor of 0% 
beginning January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has 
enacted a three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020.

Changes in assumptions - SERS:

There were no changes in methods and assumptions used in the calculation of actuarial determined 
contributions for fiscal years 2014-2016 and 2018. For fiscal year 2018, the following changes of 
assumptions affected the total pension liability since the prior measurement date: (a) the assumed rate 
of inflation was reduced from 3.25% to 3.00%, (b) payroll growth assumption was reduced from 4.00% 
to 3.50%, (c) assumed real wage growth was reduced from 0.75% to 0.50%, (d) Rates of withdrawal, 
retirement and disability were updated to reflect recent experience, (e) mortality among active 
members was updated to RP-2014 Blue Collar Mortality Table with fully generational projection and a 
five year age set-back for both males and females, (f) mortality among service retired members, and 
beneficiaries was updated to the following RP-2014 Blue Collar Mortality Table with fully generational 
projection with Scale BB, 120% of male rates, and 110% of female rates and (g) mortality among disable 
member was updated to RP-2000 Disabled Mortality Table, 90% for male rates and 100% for female 
rates, set back five years is used for the period after disability retirement (h) change in discount rate 
from 7.75% to 7.5%.  

Changes in benefit terms - STRS:

There were no changes in benefit terms from the amounts reported for fiscal years 2014-2018.

Changes in assumptions - STRS:

There were no changes in methods and assumptions used in the calculation of actuarial determined 
contributions for fiscal years 2014-2018.  For fiscal year 2018, the following changes of assumptions 
affected the total pension liability since the prior measurement date: (a) inflation assumption lowered 
from 2.75% to 2.50%, (b) investment return assumption lowered from 7.75% to 7.45%, (c) total salary 
increases rates lowered by decreasing the merit component of the individual salary increases, as well as 
by 0.25% due to lower inflation, (d) payroll growth assumption lowered to 3.00%, (e) updated the 
healthy and disable mortality assumption to the “RP-2014” mortality tables with generational 
improvement scale MP-2016, (f) rates of retirement, termination and disability were modified to better 
reflect anticipated future experience. 
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Net OPEB Liability 

Changes in Assumptions – SERS 

Amounts reported for fiscal year 2018 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability as presented below: 

Municipal Bond Index Rate:
Fiscal year 2018  3.56 percent
Fiscal year 2017 2.92 percent

Single Equivalent Interest Rate, net of plan investment expense,
including price inflation

Fiscal year 2018  3.63 percent
Fiscal year 2017 2.98 percent

Changes in Assumptions – STRS 

For fiscal year 2018, the discount rate was increased from 3.26 percent to 4.13 percent based on the 
methodology defined under GASB Statement No. 74, Financial Reporting for Postemployment Benefit 
Plans Other Than Pension Plans (OPEB) and the long term expected rate of return was reduced from 
7.75 percent to 7.45 percent. Valuation year per capita health care costs were updated, and the salary 
scale was modified. The percentage of future retirees electing each option was updated based on 
current data and the percentage of future disabled retirees and terminated vested participants electing 
health coverage were decreased. The assumed mortality, disability, retirement, withdrawal and future 
health care cost trend rates were modified along with the portion of rebated prescription drug costs. 

Also, for fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 
2.1 percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were 
discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 2019.
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Lausche Building, 615 Superior Ave., NW, Twelfth Floor, Cleveland, Ohio 44113-1801 
Phone:  216-787-3665 or 800-626-2297 

www.ohioauditor.gov 

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 

REQUIRED BY GOVERNMENT AUDITING STANDARDS 
 
 
Euclid Preparatory Academy 
Cuyahoga County 
23001 Euclid Avenue 
Euclid, Ohio 44117 
 
To the Board of Directors: 
 
We have audited, in accordance with auditing standards generally accepted in the United States and the 
Comptroller General of the United States’ Government Auditing Standards, the financial statements of the 
Euclid Preparatory Academy, Cuyahoga County, (the Academy) as of and for the year ended June 30, 
2018, and the related notes to the financial statements, which collectively comprise the Academy’s basic 
financial statements and have issued our report thereon dated May 21, 2019. 
 
Internal Control Over Financial Reporting 
 
As part of our financial statement audit, we considered the Academy’s internal control over financial 
reporting (internal control) to determine the audit procedures appropriate in the circumstances to the extent 
necessary to support our opinion on the financial statements, but not to the extent necessary to opine on 
the effectiveness of the Academy’s internal control.  Accordingly, we have not opined on it.   
 
A deficiency in internal control exists when the design or operation of a control does not allow management 
or employees, when performing their assigned functions, to prevent, or detect and timely correct 
misstatements.  A material weakness is a deficiency, or combination of internal control deficiencies resulting 
in a reasonable possibility that internal control will not prevent or detect and timely correct a material 
misstatement of the Academy’s financial statements.  A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important 
enough to merit attention by those charged with governance.   
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all internal control deficiencies that might be material weaknesses 
or significant deficiencies. Given these limitations, we did not identify any deficiencies in internal control 
that we consider material weaknesses.  However, unidentified material weaknesses may exist.  
 
Compliance and Other Matters 

 
As part of reasonably assuring whether the Academy’s financial statements are free of material 
misstatement, we tested its compliance with certain provisions of laws, regulations, contracts, and grant 
agreements, noncompliance with which could directly and materially affect the determination of financial 
statement amounts.  However, opining on compliance with those provisions was not an objective of our 
audit and accordingly, we do not express an opinion. The results of our tests disclosed no instances of 
noncompliance or other matters we must report under Government Auditing Standards.   
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Purpose of this Report 
 

This report only describes the scope of our internal control and compliance testing and our testing results, 
and does not opine on the effectiveness of the Academy’s internal control or on compliance.  This report is 
an integral part of an audit performed under Government Auditing Standards in considering the Academy’s 
internal control and compliance.  Accordingly, this report is not suitable for any other purpose. 
 
 
 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
 
Columbus, Ohio 
 
May 21, 2019  
 

Attachment 26: Audited Financial Statements Page 2892

rakelly
Faber



 
 

 43  

Lausche Building, 615 Superior Ave., NW, Twelfth Floor, Cleveland, Ohio 44113-1801 
Phone:  216-787-3665 or 800-626-2297 

www.ohioauditor.gov 

Independent Accountants’ Report on Applying Agreed-Upon Procedure 
 
Euclid Preparatory Academy 
Cuyahoga County 
23001 Euclid Avenue 
Euclid, Ohio 44117 
 
To the Board of Directors: 
 
Ohio Rev. Code Section 117.53 states “the auditor of state shall identify whether the school district or 
community school has adopted an anti-harassment policy in accordance with Section 3313.666 of the 
Revised Code. This determination shall be recorded in the audit report. The auditor of state shall not 
prescribe the content or operation of any anti-harassment policy adopted by a school district or community 
school.” 
 
Accordingly, we have performed the procedures enumerated below, which were agreed to by the Board, 
solely to assist the Board in evaluating whether Euclid Preparatory Academy (the Academy) has adopted 
an anti-harassment policy in accordance with Ohio Rev. Code Section 3313.666 and Ohio Rev. Code 
Section 3314.03(a)(11)(d) for the period ended June 30, 2018.  Management is responsible for complying 
with this requirement.  The sufficiency of these procedures is solely the responsibility of the Board. 
Consequently; we make no representation regarding the sufficiency of the procedures described below 
either for the purpose for which this report has been requested or for any other purpose. 
 
1. We inspected the Board minutes and observed that the Board adopted an anti-harassment policy 

at its meeting on March 14, 2018. 
 
Ohio Rev. Code Section 3313.666(B) and Ohio Rev. Code Section 3314.03(a)(11)(d) specifies the following 
requirements must be included in anti-harassment policies.  We inspected the policy for proper inclusion of 
these requirements: 
 

1. A statement prohibiting harassment, intimidation, or bullying of any student on school property, 
on a school bus, or at school-sponsored events and expressly providing for the possibility of 
suspension of a student found responsible for harassment, intimidation, or bullying by an 
electronic act; 
 

2. A definition of harassment, intimidation, or bullying that includes the definition in division (A) of 
Ohio Rev. Code Section 3313.666. The act defines that term as “any intentional written, verbal, 
electronic or physical act that a student has exhibited toward another particular student more 
than once and the behavior both (1) causes mental or physical harm to the other student, (2) 
is sufficiently severe, persistent, or pervasive that it creates an intimidating, threatening, or 
abusive educational environment for the other student,” and violence within a dating 
relationship.; 
 

3. A procedure for reporting prohibited incidents;  
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4. A requirement that school personnel report prohibited incidents of which they are aware to the 
school principal or other administrator designated by the principal; 
 

5. A requirement that the custodial parent or guardian of any student involved in a prohibited 
incident be notified and, to the extent permitted by section 3319.321 of the Revised Code and 
the “Family Educational Rights and Privacy Act of 1974,” 88 Stat. 571, 20 U.S.C. 1232q, as 
amended, have access to any written reports pertaining to the prohibited incident;  

 
6. A procedure for documenting any prohibited incident that is reported;  

 
7. A procedure for responding to and investigating any reported incident;  

 
8. A strategy for protecting a victim from new or additional harassment, intimidation, or bullying, 

and from retaliation following a report, including a means by which a person may report an 
incident anonymously;  
 

9. A disciplinary procedure for any student guilty of harassment, intimidation, or bullying, which 
shall not infringe on any student’s rights under the first amendment to the Constitution of the 
United States;  
 

10. A statement prohibiting students from deliberately making false reports of harassment, 
intimidation, or bullying and a disciplinary procedure for any student responsible for deliberately 
making a false report of that nature; 
 

11. A requirement that the administration semiannually provide the president of the district board 
a written summary of all reported incidents and post the summary on its web site, if the district 
has a web site, to the extent permitted by section 3319.321 of the Revised Code and the 
“Family Educational Rights and Privacy Act of 1974,” 88 Stat. 571, 20 U.S.C. 1232q, as 
amended. 

 
This agreed-upon procedure engagement was conducted in accordance with attestation standards 
established by the American Institute of Certified Public Accountants and applicable attestation 
engagement standards included in the Comptroller General of the United States’ Government Auditing 
Standards.  We were not engaged to and did not conduct an examination or review, the objective of which 
would be the expression of an opinion or conclusion, respectively, on compliance with the anti-harassment 
policy. Accordingly, we do not express such an opinion or conclusion. Had we performed additional 
procedures, other matters might have come to our attention that would have been reported to you.   
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This report is to provide assistance in the evaluation of whether the Academy has adopted an anti-
harassment policy in accordance with Ohio Rev. Code Section 3313.666. and is not suitable for any other 
purpose. 
 
 
 
 
 
 
 
 
Keith Faber 
Auditor of State  
 
Columbus, Ohio 
 
May 21, 2019 
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Board of Directors 
Foundation Academy  
1050 Wyandotte Avenue 
Mansfield, Ohio 44906 
 
 
We have reviewed the Independent Auditor’s Report of the Foundation Academy, Richland 
County, prepared by Rea & Associates, Inc., for the audit period July 1, 2018 through June 30, 
2019.  Based upon this review, we have accepted these reports in lieu of the audit required by 
Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying financial 
statements and, accordingly, we are unable to express, and do not express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Foundation Academy is responsible for 
compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
January 30, 2020  
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December 22, 2019 
 
To the Board of Directors 
Foundation Academy 
Richland County, Ohio 
1050 Wyandotte Avenue 
Mansfield, Ohio 44906 
 
 

INDEPENDENT AUDITOR'S REPORT 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Foundation Academy, Richland County, 
Ohio, (the “Academy”) as of and for the year ended June 30, 2019, and the related notes to the financial 
statements, which collectively comprise the Academy’s basic financial statements as listed in the table of 
contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the Academy’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Academy’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
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Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Foundation Academy, Richland County, Ohio, as of June 30, 2019, and the 
changes in its financial position and its cash flows for the year then ended in accordance with accounting 
principles generally accepted in the United States of America. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the Academy's Proportionate Share of the Net Pension Liability, 
Schedule of the Academy’s Contributions-Pension, Schedule of the Academy’s Proportionate Share of the 
Net OPEB Asset/Liability, and the Schedule of the Academy’s Contributions - OPEB as listed in the table 
of contents, be presented to supplement the basic financial statements. Such information, although not a 
part of the basic financial statements, is required by the Governmental Accounting Standards Board who 
considers it to be an essential part of financial reporting for placing the basic financial statements in an 
appropriate operational, economic, or historical context. We have applied certain limited procedures to 
the required supplementary information in accordance with auditing standards generally accepted in the 
United States of America, which consisted of inquiries of management about the methods of preparing the 
information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic 
financial statements. We do not express an opinion or provide any assurance on the information because 
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance.  
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated December 22, 
2019 on our consideration of the Academy’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the Academy’s internal control over financial reporting or on compliance. That report is 
an integral part of an audit performed in accordance with Government Auditing Standards in considering 
the Academy’s internal control over financial reporting and compliance. 
 
 
 
 
 

Cambridge, Ohio 
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The discussion and analysis of the Foundation Academy’s (the “Academy”) financial performance provides 
an overall review of the Academy’s financial activities for the fiscal year ended June 30, 2019.  Readers 
should  also  review  the  basic  financial  statements  and  notes  to  enhance  their  understanding  of  the 
Academy’s financial performance. 
 

HIGHLIGHTS 
 
The Academy finished its twelfth year of operations during fiscal year 2019 serving kindergarten through 
eighth grade. Enrollment varied during the year but ended with 389 students. 
 
Key highlights for fiscal year 2019 are as follows: 
 

 Net position increased $624,328. 

 Operating revenues accounted for $3,218,228 of the total revenues of $3,899,047. 

 Operating expenses were $3,264,767 and there were $9,952 of Non‐Operating expenses. 

 The Academy had operating loss of ($46,539). 
 

OVERVIEW OF FINANCIAL STATEMENTS  
 
The  financial  report  consists  of  three  parts  –  required  supplemental  information,  basic  financial 
statements, and the notes to the basic financial statements. These statements are organized so the reader 
can understand  the  financial position of  the academy. Enterprise accounting uses a  flow of economic 
resource measurement focus. With this measurement focus, all assets, deferred outflows of resources, all 
liabilities, and deferred inflows of resources are included on the statement of net position. The statement 
of  net  position  represents  the  statement  of  position  of  the  Academy.    The  statement  of  revenues, 
expenses, and changes in net position presents increases (e.g., revenues) and decreases (e.g. expenses) 
in net position.  The statement of cash flows reflects how the academy finances and meets its cash flow 
needs. Finally, the notes to the basic financial statements provide additional information that is essential 
to full understanding of the data provided on the basic financial statements.   
 

FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE 
 
The Academy is not required to present government‐wide financial statements as the Academy is engaged 
in  only  business‐type  activities.    Therefore,  no  condensed  financial  information  derived  from  the 
governmental‐wide financial statements is included in the discussion and analysis.    
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Table 1 provides a summary of Academy’s net position for 2019 and 2018: 
 

2019 2018
Assets:

Current assets:

    Cash and Cash Equivalents 1,486,385$           1,010,326$           
    Intergovernmental Receivable 82,767                  71,466                  

    Prepaid Expense 89,184                  64,533                  

     Total Current Assets 1,658,336 1,146,325

Noncurrent Assets:
Net OPEB Asset 188,381 ‐                        

  Capital Assets, net of Accumulated Depreciation 1,774,596 1,836,861

     Total Noncurrent assets 1,962,977            1,836,861             

Total assets 3,621,313              2,983,186             

Deferred Outflows of Resources 1,227,596            1,419,705             

Liabilities:

Current Liabilities:

     Accounts Payable, Trade 13,519                  9,514                    
     Accounts Payable, Related Party 220,712                130,251               

     Accrued Expenses 12,197                  6,880                    

     Current Portion of Long‐Term Debt 15,646                  14,824                  
        Total Current Liabilities 262,074                161,469               

Noncurrent liabilities:
  Net Pension Liability 3,254,287 3,376,084

  Net OPEB Liability 332,890 771,753               

  Noncurrent Portion of Long‐term Debt 141,576                177,156               
     Total noncurrent liabilites 3,728,753 4,324,993

        Total liabilities 3,990,827              4,486,462             

Deferred Inflows of Resources 579,250 261,925

Net Position

  Net Investment in Capital Assets 1,617,374 1,644,881
  Unrestricted Net Position (1,338,542) (1,990,377)

    Total Net Position 278,832$               (345,496)$             

Table 1

Net Position
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The Academy has adopted GASB Statement 68, “Accounting and Financial Reporting  for Pensions—an 
Amendment of GASB Statement 27,” and GASB Statement 75, “Accounting and Financial Reporting for 
Postemployment  Benefits  Other  Than  Pensions,”  which  significantly  revises  accounting  for  costs  and 
liabilities related to other postemployment benefits (OPEB).  For reasons discussed below, many end users 
of this financial statement will gain a clearer understanding of the Academy’s actual financial condition by 
adding deferred inflows related to pension and OPEB, the net pension liability and the net OPEB liability 
to the reported net position and subtracting deferred outflows related to pension and OPEB and net OPEB 
asset. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports  prepared  in  accordance  with  generally  accepted  accounting  principles.    Prior  accounting  for 
pensions  (GASB  27)  and  postemployment  benefits  (GASB  45)  focused  on  a  funding  approach.    This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OPEB asset/liability.  GASB 68 and 
GASB 75  take  an  earnings  approach  to  pension  and OPEB  accounting;  however,  the  nature of Ohio’s 
statewide pension/OPEB plans and state law governing those systems requires additional explanation in 
order to properly understand the information presented in these statements. 
 
GASB  68  and GASB  75  require  the  net  pension  liability  and  the  net  OPEB  asset/liability  to  equal  the 
Academy’s proportionate share of each plan’s collective: 
 

1. Present  value  of  estimated  future  pension/OPEB  benefits  attributable  to  active  and  inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 

GASB  notes  that  pension  and  OPEB  obligations,  whether  funded  or  unfunded,  are  part  of  the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, 
and the promise of a future pension and other postemployment benefits.  GASB noted that the unfunded 
portion of this promise is a present obligation of the government, part of a bargained‐for benefit to the 
employee, and should accordingly be reported by the government as a liability since they received the 
benefit of the exchange.  However, the Academy is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement  systems  to  provide  healthcare  to  eligible  benefit  recipients.    The  retirement  systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The  employee  enters  the  employment  exchange with  the  knowledge  that  the  employer’s  promise  is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a specific, 
legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the 
unfunded  liability  of  the  pension/OPEB  plan  as  against  the  public  employer.    State  law  operates  to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the  employment  exchange  with  notice  as  to  the  law.    The  retirement  system  is  responsible  for  the 
administration of the pension and OPEB plans 
 
Most long‐term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time‐off or termination payments.  There is no repayment 
schedule  for  the net  pension  liability  or  the  net OPEB  asset/liability.    As  explained  above,  changes  in 
benefits,  contribution  rates,  and  return on  investments  affect  the balance of  these  liabilities,  but  are 
outside the control of the  local government.    In the event that contributions,  investment returns, and 
other changes are insufficient to keep up with required payments, State statute does not assign/identify 
the responsible party for the unfunded portion.  Due to the unique nature of how the net pension liability 
and  the net OPEB  liability  are  satisfied,  these  liabilities  are  separately  identified within  the  long‐term 
liability section of the statement of net position. 
 
In accordance with GASB 68 and GASB 75,  the Academy’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB asset/liability, respectively, not accounted for 
as deferred inflows/outflows.  
 
Cash and Cash Equivalents increased $476,059 from increased enrollment and increase in total revenues 
out pacing related expenses. 
 
There was a significant change in net pension / OPEB liability / asset for the Academy.  The fluctuations 
are due to changes in the actuarial liabilities / assets and related accruals that are passed through to the 
Academy’s  financial  statement.    All  components  of  pension  and  OPEB  accruals  contribute  to  the 
fluctuations  in deferred outflows /  inflows and net pension/OPEB  liabilities/asset and are described  in 
more detail in their respective notes. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Statement of Revenues, Expenses and Changes in Net Position ‐ Table 2 shows the changes in Net Position 
for fiscal year 2019 and 2018, as well as a listing of revenues and expenses.   This change in Net Position 
is  important because it tells the reader that, for the Academy as a whole, the financial position of the 
Academy has improved or diminished. The cause of this may be the result of many factors, some financial, 
some  not.    Non‐financial  factors  include  the  current  laws  in  Ohio  restricting  revenue  growth,  facility 
conditions, required educational programs and other factors. Overall, the increase in Operating Revenues 
was a result of increased enrollment and an increase in per pupil funding from the State. The increase in 
purchased services is primarily due to higher enrollment and the application of GASB 68/75. 
 

2019 2018

Operating Revenues:

  State Aid 3,209,096$         3,043,878$         

  Miscellaneous 9,132                    6,535                    

    Total Revenues 3,218,228           3,050,413           

Operating Expenses:

  Purchased Services 3,019,721           1,896,708           

  Depreciation 112,934               110,907               

  Supplies 110,008               97,699                 

  Other Operating Expense 22,104                 29,706                 

     Total Operating Expenses 3,264,767           2,135,020           

       Operating Income (Loss) (46,539)                915,393               

Nonoperating Revenues and (Expenses):

  Federal and State Restricted Grants 680,819               676,966               

  Contributions ‐                        150,033               

  Other Grants ‐                        10,380                 

  Interest Expense (9,952)                  ‐                        

     Net Nonoperating Revenues and (Expenses) 670,867               837,379               

Change in Net Position 624,328$             1,752,772$         

Table 2

Change in Net Position 
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CAPITAL ASSETS 
 
At the end of fiscal year 2019, the Academy had $1,774,596 invested in capital assets (net of accumulated 
depreciation) for furniture, equipment, computers and building/land as follows:   
 

2019 2018 Change

Furniture & Equipment 19,224$             35,125$             (15,901)$          

Computer Equipment 7,285                  14,383                (7,098)               

Building and Land 1,748,087          1,787,353          (39,266)            

Total Capital Assets, Net 1,774,596$        1,836,861$        (62,265)$          

Capital Assets at June 30 (Net of Depreciation)

 
For  further  information  regarding  the Academy’s  capital  assets,  refer  to Note  5  of  the  basic  financial 
statements.   
 

DEBT 
 
In April  2018,  the Academy entered  into  a  note with Mechanics  Bank  for  the purchase of  a modular 
building.  
 
For further information regarding the Academy’s debt, refer to Note 6 to the basic financial statements. 

 
OPERATIONS 
 
Foundation Academy is a nonprofit corporation established pursuant to Ohio Revised Code Chapter 1702. 
The  Academy  offers  education  for  Ohio  children  in  grades  K‐8.  The  Academy  is  independent  of  any 
Academy district and is nonsectarian in its programs, admission policies, employment practices, and all 
other operations. The Academy may lease or acquire facilities as needed and contract for any services 
necessary for the operation of the Academy.   
 

REQUESTS FOR INFORMATION 
 
This  financial  report  is designed  to provide citizens,  taxpayers,  investors, and creditors with a general 
overview of the Academy’s finances and to show the Academy’s accountability for the money it receives.  
If you have any question concerning this report, please contact the Academy Fiscal Officer, C. David Massa, 
CPA of Massa Financial Solutions, LLC, 1050 Wyandotte Ave., Mansfield, Ohio 44906. 
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FOUNDATION ACADEMY ‐ RICHLAND COUNTY, OHIO 

   
Statement of Net Position 

At June 30, 2019 

Assets:

Current Assets:

    Cash and Cash Equivalents 1,486,385$    

    Intergovernmental Receivable 82,767

    Prepaid Expense 89,184

      Total Current Assets 1,658,336

Noncurrent Assets:

   Net OPEB Asset 188,381

  Capital Assets, net of Accumulated Depreciation 1,774,596

      Total Noncurrent Assets 1,962,977

Total Assets 3,621,313       

Deferred Outflows of Resources:

    Pension 1,125,291       

    OPEB 102,305          

Total Deferred Outflows of Resources 1,227,596       

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 13,519            

    Accounts Payable, Related Party 220,712          

    Accrued Expenses 12,197            

    Current Portion of Loan Payable 15,646            

       Total Current Liabilities 262,074          

Noncurrent Liabilities:

  Net Pension Liabil ity 3,254,287

  Net OPEB Liabil ity 332,890          

  Long‐Term Portion of Loan Payable 141,576          

    Total Noncurrent Liabilities 3,728,753

       Total Liabilities 3,990,827

Deferred Inlows of Resources:

    Pension 243,866          

    OPEB 335,384          

Total Deferred Inflows of Resources 579,250          

Net Position:

  Net Invested in Capital Assets 1,617,374

  Unrestricted Net Position (1,338,542)

  Total Net Position 278,832$        

See Accompanying Notes to the Basic Financial Statements
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FOUNDATION ACADEMY ‐ RICHLAND COUNTY, OHIO  

   
Statement of Revenues, 

Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2019 

 
 

Operating Revenues:

  State Aid 3,209,096$ 

  Miscellaneous 9,132

    Total Operating Revenues 3,218,228

Operating Expenses:

  Purchased Services 3,019,721

  Depreciation 112,934

  Supplies 110,008

  Other Operating Expenses 22,104

    Total Operating Expenses 3,264,767

      Operating Loss (46,539)

Non‐Operating Revenues and (Expenses):

  Federal and State Restricted Grants  680,819

  Interest Expense (9,952)          

    Net Non‐operating Revenues and (Expenses) 670,867

Change in Net Position 624,328       

Net Position Beginning of Year (345,496)      

Net Position End of Year 278,832$     

See Accompanying Notes to the Basic Financial Statements
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FOUNDATION ACADEMY – RICHLAND COUNTY, OHIO  

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2019 

 
 
 

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 3,238,835$        

Other Operating Receipts 9,132                   

Cash Payments to Suppliers for Goods and Services (3,316,307)         

Net Cash Used For Operating Activities (68,340)               

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Federal and State Grant Receipts 639,779              

Net Cash Provided By Noncapital Financing Activities 639,779              

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Note Payable Principal Payments (34,758)               

Note Payable Interest Payments (9,953)                 

Purchase of Capital Assets (50,669)               

Net Cash Used For Capital and Related Financing Activities (95,380)               

Net Increase in Cash and Cash Equivalents 476,059              

Cash and Cash Equivalents ‐ Beginning of the Year 1,010,326           

Cash and Cash Equivalents ‐ Ending of the Year 1,486,385$        

See Accompanying Notes to the Basic Financial Statements

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

(Continued)
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FOUNDATION ACADEMY – RICHLAND COUNTY, OHIO  
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2019 

(Continued) 

Reconciliation of Operating Loss to Net Cash Used For Operating Activities

Operating Loss (46,539)$           

Adjustments to Reconcile Operating Loss to Net Cash Used For Operating Activities

Depreciation 112,934            

Changes in Assets, Liabilities, and Deferred Inflows and Outflows of Resources

(Increase) in Receivables 29,740               

(Increase)/ Decrease in Deferred Outflows 192,109            

Increase/ (Decrease) in Deferred Inflows 317,325            

Increase/ (Decrease) in Net Pension Liability (121,797)           

 Increase/(Decrease) in Net OPEB Liabil ity (438,863)           

 Increase/(Decrease) in Accrued Expense 5,317                 

Increase in Accounts Payable, Trade 4,005                 

(Increase) in Accounts Payable, Related Party 90,461               

(Increase)/ Decrease in Prepaid Expenses (24,651)             

(Increase)/ Decrease in Net OPEB Asset (188,381)           

Net Cash Used For Operating Activities (68,340)$           

See Accompanying Notes to the Basic Financial Statements
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NOTE 1 – DESCRIPTION OF ACADEMY 
 

The  Foundation  Academy  (the  “Academy”)  is  a  nonprofit  corporation  established  pursuant  to  Ohio 
Revised Code Chapter 1702.  The Academy offers education for Ohio children in grades K‐8. The Academy 
is  independent  of  any  Academy  district  and  is  nonsectarian  in  its  programs,  admission  policies, 
employment practices, and all other operations. The Academy may lease or acquire facilities as needed 
and contract for any services necessary for the operation of the academy.   
 
The Academy was approved for operation pursuant to Ohio Revised Code Chapter 3314 under a contract 
with Ohio Council of Community Schools (the Sponsor) for a period of four academic years commencing 
on July 1, 2012 and ending June 30, 2017. The contract was subsequently extended through June 30, 2021. 
The Sponsor is responsible for evaluating the performance of the Academy and has the authority to deny 
renewal of the contract at its expiration or terminate the contract prior to its expiration.   
 
Ohio Revised Code Section 3314.02(E) states in part that the Academy operate under the direction of a 
Governing Board  that  consists  of  not  less  than  five  individuals who  are  not  owners  or  employees,  or 
immediate relatives or owners or employees of any for‐profit firm that operates or manages an academy 
for  the Governing Board. The Board  is  responsible  for carrying out  the provisions of  the contract  that 
include,  but  are  not  limited  to,  state‐mandated  provision  regarding  student  population,  curriculum, 
academic goals, performance standards, admission standards, and qualification of teachers.   
 
The Academy contracts with Accel Schools of Ohio for management services including management of 
personnel and human resources, the program of instruction, marketing data management, purchasing, 
strategic planning, public relation, financial reporting, recruiting, compliance issues, budgets, contracts, 
and  equipment  and  facilities.    The Academy  is  a  federally  recognized  501(c)(3)  nonprofit  corporation 
established pursuant to the Ohio Revised Code Chapter 1702. 
 

NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The  financial  statements  of  the  Academy  have  been  prepared  in  conformity with  generally  accepted 
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards 
Board  (GASB)  is  the  accepted  standard‐setting  body  for  establishing  governmental  accounting  and 
financial reporting principles.  The more significant of the Academy’s accounting policies are described 
below. 
 
Basis of Presentation ‐ The Academy’s basic financial statements consist of a statement of net position; a 
statement  of  revenues,  expenses,  and  changes  in  net  position;  and  a  statement  of  cash  flows.  The 
Academy uses a single enterprise presentation for its financial records.  Enterprise reporting focuses on 
the determination of operating income, changes in net position, financial position, and cash flows.   
 
Measurement  Focus  ‐  The  enterprise  activity  is  accounted  for  using  a  flow  of  economic  resources 
measurement focus. All assets, liabilities, and deferred inflows and outflows of resources associated with 
the operation of the Academy are included on the statement of net position. The statement of revenues, 
expenses, and changes in net position presents increases (e.g. revenues) and decreases (e.g. expenses) in 
net position.  The statement of cash flows reflects how the Academy finances meet its cash flow needs 
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

Basis of Accounting  ‐  Basis of  accounting determines when  transactions are  recorded  in  the  financial 
records and reported on the financial statements. The Academy’s financial statements are prepared using 
the accrual basis of accounting. Revenue resulting from exchange transactions, in which each party gives 
and  receives essentially equal value,  is  recorded on  the accrual basis when  the exchange  takes place.  
Revenue  resulting  from  nonexchange  transactions,  in which  Academy  receives  value without  directly 
giving equal value in return, such as grants and entitlements, are recognized in the period in which all 
eligibility requirements have been satisfied.  Eligibility requirements include timing requirements, which 
specify the period when the resources are required to be used or the period when use is first permitted, 
matching requirements,  in which the Academy must provide local resources to be used for a specified 
purpose,  and  expenditure  requirements,  in  which  the  resources  are  provided  to  the  Academy  on  a 
reimbursement basis.  Expenses are recognized at the time they are incurred. 
   

Budgetary Process ‐ Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C). However, unlike traditional public school located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter 5705, unless specifically provided  in  the contract between the Academy and  its Sponsor. The 
contract between the Academy and its Sponsor does not require the Academy to follow the provisions 
Ohio Revised Code Chapter 5705; therefore, no budgetary information is presented in the basic financial 
statements.  
 

Cash and Cash Equivalents ‐ Cash received by the Academy is reflected as “Cash and Cash Equivalents” 
on the statement of net position.  The Academy had no investments during the fiscal year ended June 30, 
2019. 
 

Prepaid Items ‐ The Academy records payments made to vendors for services that will benefit periods 
beyond June 30, 2019, as prepaid items using the consumption method.  A current asset for the prepaid 
amount is recorded at the time of the purchase and an expense is reported in the year in which services 
are consumed. 
 

Capital Assets ‐ The Academy’s capital assets during fiscal year 2019 consisted of a building, furniture and 
equipment, land, and computers and software. All capital assets are capitalized at cost and updated for 
additions and retirements during the fiscal year.  Donated capital assets are recorded at their acquisition 
value as of  the date received. The Academy maintains a capitalization  threshold of one  thousand  five 
hundred dollars. Improvements that enhance value or extend the useful life of the asset are capitalized. 
The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend 
an asset’s life are not capitalized.   
 

All  capital  assets,  except  land  and  construction  in  progress,  are  depreciated.  Improvements  are 
depreciated over the remaining useful lives of the related capital assets.  Depreciation is computed using 
the straight‐line method over the following useful lives:   
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)   
 
Net Position  ‐ Net position represents  the difference between assets, deferred outflows of  resources, 
liabilities,  and  deferred  inflows  of  resources.    Net  position  is  reported  as  restricted  when  there  are 
limitations imposed on their use either through the enabling legislation adopted by Academy or through 
external restrictions imposed by creditors, grantors, or laws or regulations of other governments.   The 
Academy  applies  restricted  resources  first  when  an  expense  is  incurred  for  purposes  for which  both 
restricted and unrestricted net  assets  are  available. At  June 30,  2019,  there  is  no enabling  legislation 
restricted net position. Net  invested  in capital assets of $1,617,374 calculated at capital assets, net of 
accumulated depreciation.  
 
Operating Revenues and Expenses ‐ Operating revenues are those revenues that are generated directly 
from the primary activity of the Academy.  Operating expenses are necessary costs incurred to provide 
the  service  that  is  the  primary  activity  of  the Academy.    All  revenues  and  expenses  not meeting  this 
definition are reported as non‐operating. 
 
Deferred Inflows and Deferred Outflows of Resources ‐ In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of  resources  represent  a  consumption of  net  position  that  applies  to  a  future period  and will  not  be 
recognized  as  an  outflow  of  resources  (expense/expenditure)  until  then.    For  the  Academy,  deferred 
outflows of resources are reported on the statement of net position for pension and OPEB.  The deferred 
outflows of resources related to pension and OPEB plans are explained in Notes 9 and 10.  
  
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. For the Academy, deferred inflows of resources include 
pension and OPEB. These amounts are deferred and recognized as an inflow of resources in the period 
the amounts become available.   Deferred  inflows of  resources  related to pension and OPEB plans are 
reported on the statement of net position. (See Note 9 and 10)  
 
Pensions/Other Postemployment Benefits  (OPEB) – For purposes of measuring  the net pension/OPEB 
asset/liability,  deferred  outflows  of  resources  and  deferred  inflows  of  resources  related  to 
pensions/OPEB,  and  pension/OPEB  expense,  information  about  the  fiduciary  net  position  of  the 
pension/OPEB plans and additions to/deductions from their fiduciary net position have been determined 
on the same basis as they are reported by the pension/OPEB plan.  For this purpose, benefit payments 
(including refunds of employee contributions) are recognized when due and payable in accordance with 
the benefit terms.  The pension/OPEB plans report investments at fair value. 
 
Estimates  ‐ The preparation of  financial  statements  in  conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from those estimates. 
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NOTE 3 ‐ CASH AND CASH EQUIVALENTS 
 
The Academy classifies deposits by category of risk as defined in GASB Statement No.3 “Deposits with 
Financial  Institutions,  Investments  (including  Repurchase  Agreements)  and  Reverse  Repurchase 
Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk Disclosures”. 
 
The Academy maintains its cash balances at Huntington Bank in Ohio. The balances are insured by the 
Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account. At June 30, 2019, 
the  book  amount  of  the  Academy’s  deposits  was  $1,486,385  and  the  bank  balance was  $1,495,342. 
$420,505  of  the  bank  balance  was  covered  by  Federal  Depository  Insurance,  while  $1,074,837  was 
uninsured and exposed to custodial credit risk. 
 
The Academy does not have a deposit policy for custodial risk. All bank deposits are collateralized with 
eligible  securities  in amounts equal  to at  least 105% of  the carrying value of  the pools at  the Federal 
Reserve Banks or at member banks of the federal reserve system, in the name of the respective depository 
bank and pledged as a pool of collateral against all of the public deposits or as specific collateral held at 
the Federal Reserve Bank in the name of the Academy.  

 
NOTE 4 ‐ RECEIVABLES 
 
The Academy had  intergovernmental  receivables of $82,767. These  receivables  represent monies due 
from Federal programs, which was not received as of June 30, 2019.  All receivables are expected to be 
collected within one year.    

 
NOTE 5 – CAPITAL ASSETS 
 
Capital asset activity for the fiscal year ended June 30, 2019, was as follows: 

Balance Balance

06/30/18 Additions Deletions 06/30/19

Capital Assets:

Land (NonDepreciable) 41,500$          ‐$                 ‐$               41,500$           

Building Improvements 2,247,630       50,669             ‐                 2,298,299       

Furniture & Equipment 159,003          ‐                    ‐                 159,003           

Computers & Software 163,785          ‐                    ‐                 163,785           

Total Capital Assets 2,611,918       50,669             ‐                 2,662,587       

Less Accumulated Depreciation:

Building Improvements (501,776)         (89,936)           ‐                 (591,712)         

Furniture & Equipment (123,879)         (15,900)           ‐                 (139,779)         

Computers & Software (149,402)         (7,098)              ‐                 (156,500)         

Total Accumulated Depreciation (775,057)         (112,934)         ‐                 (887,991)         

Total Capital Assets, Net 1,836,861$   (62,265)$       -$           1,774,596$    
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NOTE 6 – LONG‐TERM OBLIGATIONS 
 
In  June  2018,  the Academy  entered  into  a  note with Mechanics  Bank  for  the  purchase  of  a modular 
building in the amount of $191,980. The loan has an interest rate of 5.5% and the term of the loan is 120 
months.    The  loan has a monthly payment of $2,091.  Interest paid during  the year 2019 was $9,953. 
Further details on the loan are below. 
 
In the event of default of the loan for non‐timely payment: 
The  loan  is  secured by  the real estate  located at 1050 Wyandotte Ave  in addition to a 1st  Lien on the 
modular units.  The Academy must also maintain an active commercial deposit with the bank. 
 
Changes in the Academy’s long‐term obligations during fiscal year 2019 were as follows: 
 

Future obligations under the loan are as follows: 
 

Fiscal Year Ending June 30 Amount Principal Interest

2020 25,088$         15,646$         9,442$          

2021 25,088           16,567           8,521            

2022 25,088           17,514           7,574            

2023 25,088           18,517           6,571            

2024 25,088           19,560           5,528            

2025‐2028 88,686           69,418           19,268          

Total minimum payments 214,126         157,222         56,904          

 
 

NOTE 7 – RISK MANAGEMENT 
 
The Academy is exposed to various risks of loss related to: torts, theft of, damage to, and destruction of 
assets, errors and omissions,  injuries to employees, and natural disasters. During  fiscal year 2019,  the 
Academy  contracted with  Pashley  Insurance Agency  to  provide  insurance  coverage with  the Hanover 
Insurance Companies.  
 
Settled claims have not exceeded this commercial coverage in the past three years, nor has there been a 
reduction in coverage from the previous year.   
 

Balance 

6/30/2018 Additions Reductions

Balance 

6/30/2019

Due within 

One Year

Total Pension/OPEB Liability:

Net Pension Liability 3,376,084$          ‐$                  (121,797)$         3,254,287$          ‐$               

Net OPEB Liability 771,753                ‐                     (438,863)            332,890                ‐                 

Total Pension/OPEB Liability 4,147,837            ‐                     (560,660)            3,587,177            ‐                 

Direct Borrowing:

Mechanics Bank ‐ Loans Payable 191,980                ‐                     (34,758)              157,222                15,646          

Total Long‐Term Obligations 4,339,817$          ‐$                  (595,418)$         3,744,399$          15,646$        
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NOTE 7 – RISK MANAGEMENT (Continued) 
 

General Liability:
   Each Occurrence $         1,000,000 
   Aggregate Limit $         2,000,000 
   Products ‐ Completed Operations 
   Limit
   Medical Expense Limit ‐ Any One
   Person/Occurrence
   Damage to Rented Premises ‐ Each  $            500,000 
   Personal and Advertising Injury $         1,000,000 

Automobile Liability:

   Combined Single Limit $         1,000,000 

Building 3, $            118,000 

Business Personal Property $            300,000 

$         2,000,000 

$               15,000 

 
 

NOTE 8 – PURCHASED SERVICES 
 
For the fiscal year ended June 30, 2019, purchased service expenses were as follows: 

 
Purchased Services Amount
Personnel Services 2,014,376$   
Professional Services 660,583       
Property Services 19,746         
Utilities 61,210         
Travel & Meetings 1,100            
Communications 37,256         
Contractual Trade 223,835       
Pupil Transportation 1,615            

Total 3,019,721$   
 

 

NOTE 9 – DEFINED BENEFIT PENSION PLANS 
   

Net Pension Liability 
 

The net pension liability reported on the statement of net position represents a liability to employees for 
pensions.  Pensions  are  a  component  of  exchange  transactions—between  an  employer  and  its 
employees—of salaries and benefits for employee services.  Pensions are provided to an employee—on a 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for pensions is a present obligation 
because it was created as a result of employment exchanges that already have occurred. 

 

The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long‐
term  variables,  including  estimated  average  life  expectancies,  earnings  on  investments,  cost  of  living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy  cannot  control  benefit  terms  or  the manner  in which  pensions  are  financed;  however,  the 
Academy  does  receive  the  benefit  of  employees’  services  in  exchange  for  compensation  including 
pension.  

 
GASB 68  assumes  the  liability  is  solely  the obligation of  the  employer,  because  (1)  they benefit  from 
employee  services;  and  (2)  State  statute  requires  all  funding  to  come  from  these  employers.    All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State  legislature.   Any resulting  legislative change to benefits or funding could 
significantly affect the net pension liability.  Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net pension liability 
on  the  accrual  basis  of  accounting.    Any  liability  for  the  contractually‐required  pension  contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   

 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Plan  Description  –  Academy  non‐teaching  employees  participate  in  SERS,  a  statewide,  cost‐sharing 
multiple‐employer  defined  benefit  pension  plan  administered  by  SERS.    SERS  provides  retirement, 
disability and survivor benefits  to plan members and beneficiaries.   Authority  to establish and amend 
benefits  is provided by Ohio Revised Code Chapter 3309.   SERS issues a publicly available, stand‐alone 
financial  report  that  includes  financial  statements,  required  supplementary  information  and  detailed 
information about SERS’ fiduciary net position.  That report can be obtained by visiting the SERS website 
at www.ohsers.org under Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 
  

 
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the Academy is required to contribute 14 percent of annual covered payroll.  The contribution  

Eligible to Retire before Eligible to Retire on or after

August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or

Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
requirements  of  plan  members  and  employers  are  established  and  may  be  amended  by  the  SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent for 
employers.    The  Retirement  Board,  acting  with  the  advice  of  the  actuary,  allocates  the  employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B 
Fund, and Health Care Fund).  For the fiscal year ended June 30, 2019, the allocation to pension, death 
benefits, and Medicare B was 13.5 percent.  SERS allocated 0.5 percent of employer contributions to the 
Health Care Fund for fiscal year 2019. 
 
The Academy’s contractually required contribution to SERS was $51,790 for fiscal year 2019. 
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – Academy licensed teachers and other faculty members participate in STRS Ohio, a cost‐
sharing multiple‐employer  public  employee  retirement  system  administered  by  STRS.    STRS  provides 
retirement and disability benefits  to members and death and survivor benefits  to beneficiaries.    STRS 
issues  a  stand‐alone  financial  report  that  includes  financial  statements,  required  supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215‐3771, by calling (888) 227‐7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New  members  have  a  choice  of  three  retirement  plans;  a  Defined  Benefit  (DB)  Plan,  a  Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307. 
For the DB Plan, from August 1, 2015–July 1, 2017, any member could retire with reduced benefits who 
had (1) five years of service credit and age 60; (2) 26 years of service credit and age 55; or (3) 30 years of 
service  credit  regardless  of  age.  Effective  August  1,  2017–July  1,  2019,  any member may  retire with 
reduced benefits who has (1) five years of service credit and age 60; (2) 27 years of service credit and age 
55; or  (3) 30 years of service credit  regardless of age. Eligibility changes will  continue to be phased  in 
through August 1, 2026, when retirement eligibility for unreduced benefits will be five years of service 
credit and age 65, or 35 years of  service credit and at  least age 60. Retirement eligibility  for  reduced 
benefits will be five years of service credit and age 60, or 30 years of service credit regardless of age. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.    The  remaining 4.5 percent of  the 14 percent employer  rate  is  allocated  to  the defined 
benefit unfunded liability.  Effective July 1, 2017, employer contributions of 9.53 percent are placed in the 
investment accounts and the remaining 4.47 percent of the 14 percent employer rate is allocated to the 
defined benefit unfunded  liability. A member  is eligible  to  receive a  retirement benefit at age 50 and 
termination of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum 
withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
In the Combined Plan, member contributions are allocated among investment choices by the member, 
and employer contributions are used to fund a defined benefit payment. A member’s defined benefit is 
determined by multiplying one percent of the member’s final average salary by the member’s years of  
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
service credit. The defined benefit portion of the Combined Plan payment is payable to a member on or 
after age 60 with five years of service. The DC portion of the account may be taken as a  lump sum or 
converted to a lifetime monthly annuity at age 50 and termination of employment. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another  STRS plan.    The optional  annuitization of  a member’s defined  contribution account or  the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of  investment gain or  loss on the account.   STRS has therefore  included all three plan 
options as one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with  five or more years of credited service who  is determined to be 
disabled  may  qualify  for  a  disability  benefit.    Eligible  survivors  of  members  who  die  before  service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance.  
 
Funding  Policy  –  Employer  and  member  contribution  rates  are  established  by  the  State  Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30,  2019,  plan members were  required  to  contribute  14  percent  of  their  annual  covered  salary.  The 
Academy was  required  to  contribute 14 percent;  the entire 14 percent was  the portion used  to  fund 
pension obligations.  The fiscal year 2019 contribution rates were equal to the statutory maximum rates. 

 

The Academy’s contractually required contribution to STRS was $179,256 for fiscal year 2019. 
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
 
The net pension liability was measured as of June 30, 2018, and the total pension liability used to calculate 
the  net  pension  liability  was  determined  by  an  independent  actuarial  valuation  as  of  that  date.  The 
Academy’s employer allocation percentage of the net pension liability was based on the employer’s share 
of  employer  contributions  in  the  pension  plan  relative  to  the  total  employer  contributions  of  all 
participating  employers.  Following  is  information  related  to  the  proportionate  share  and  pension 
expense: 
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 

 
 

Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual  investment earnings, differences between expected and 
actual  actuarial  experience,  changes  in  assumptions  and  changes  in  the Academy’s  proportion of  the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense  over  current  and  future  periods.  The  difference  between  projected  and  actual  investment 
earnings is recognized in pension expense using a straight‐line method over a five‐year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight‐line method. Employer 
contributions to the pension plan subsequent to the measurement date are also required to be reported 
as a deferred outflow of resources.  
 
At June 30, 2019 the Academy reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  

 

 

SERS STRS Total

Proportion of the Net Pension Liability

  Prior Measurement Date 0.01250790% 0.01106606%

Proportion of the Net Pension Liability

  Current Measurement Date 0.01181390% 0.01172327%

Change in Proportionate Share -0.00069400% 0.00065721%

Proportionate Share of the Net Pension

  Liability 676,603               2,577,684            3,254,287            

Pension Expense 86,894                 298,244               385,138               

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 37,105                 59,503                 96,608                 

Changes of assumptions 15,279                 456,815               472,094               

Net difference between projected and

  actual earnings on pension plan investments -                       -                       -                       

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 31,955                 293,588               325,543               

Academy contributions subsequent to the 

  measurement date 51,790                 179,256               231,046               

Total Deferred Outflows of Resources 136,129               989,162               1,125,291            
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 

 

 
$231,046  reported  as  deferred  outflows  of  resources  related  to  pension  resulting  from  Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2020.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to pension will be recognized in pension expense as follows: 
 

 
Actuarial Assumptions ‐ SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67, 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment terminations).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits  for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time  

Deferred Inflows of Resources

Differences between expected and

  actual experience -                       16,834                 16,834                 

Changes of assumptions -                       -                       -                       

Net difference between projected and

  actual earnings on pension plan investments 18,745                 156,309               175,054               

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 19,957                 32,021                 51,978                 

Total Deferred Inflows of Resources 38,702                 205,164               243,866               

SERS STRS Total

Fiscal Year Ending June 30:

2020 67,047                 276,688                343,735               

2021 6,545                   236,269                242,814               

2022 (22,204)                100,753                78,549                 

2023 (5,751)                  (8,968)                   (14,719)                

-                       

-                                             -                       

Total 45,637                 604,742                650,379               
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
of each valuation and  the historical pattern of  sharing benefit  costs between  the employers and plan 
members  to  that point.  The projection of benefits  for  financial  reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long‐term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the  benefits,  if  any,  paid  to  the  employee  after  termination  of  employment  until  the  death  of  the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key  methods  and  assumptions  used  in  calculating  the  total  pension  liability  in  the  latest  actuarial 
valuation, prepared as of June 30, 2018, are presented below: 
 

 
 

For post‐retirement mortality, the table used in evaluating allowances to be paid is the RP‐2014 Blue Collar 
Mortality Table with fully generational projection and Scale BB, with 120 percent of male rates and 110 
percent of female rates used. The RP‐2000 Disabled Mortality Table with 90 percent for male rates and 
100 percent for female rates set back five years is used for the period after disability retirement.  
 
The  long‐term  return  expectation  for  the  Pension  Plan  Investments  has  been  determined  by  using  a 
building‐block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A  forecasted  rate  of  inflation  serves  as  the  baseline  for  the  return  expectation.    Various  real  return 
premiums over  the baseline  inflation  rate have been established  for  each asset  class.    The  long‐term 
expected nominal rate of return has been determined by calculating an arithmetic weighted average of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the expected return from rebalancing uncorrelated asset classes. The asset allocation, as used in the June 
30, 2015 five‐year experience study, is summarized as follows: 
 
 
 
 
 
 
 
 
 
 

 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)
COLA or Ad Hoc COLA 2.50 percent, on and after April 1, 2018, COLA's for future retirees 

will be delayed for three years following commencement
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 

 
 
Discount Rate Total pension liability was calculated using the discount rate of 7.50 percent. The projection 
of  cash  flows  used  to  determine  the  discount  rate  assumed  that  employers  would  contribute  the 
actuarially  determined  contribution  rate  of  projected  compensation  over  the  remaining  26‐year 
amortization  period  of  the  unfunded  actuarial  accrued  liability.  Projected  inflows  from  investment 
earnings were calculated using the long‐term assumed investment rate of return (7.50 percent). Based on 
those  assumptions,  the  plan’s  fiduciary  net  position was  projected  to  be  available  to make  all  future 
benefit payments of current plan members. Therefore, the long‐term expected rate of return on pension 
plan investments was applied to all periods of projected benefits to determine the total pension liability.  
 
Sensitivity of the Academy’s Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the  following table presents  the Academy’s proportionate share of  the net pension  liability calculated 
using the discount rate of 7.50 percent, as well as what the Academy’s net pension liability would be if it 
were calculated using a discount rate that is one percentage point lower (6.50 percent), or one percentage 
point higher (8.50 percent) than the current rate. 

 
 
 

 

 

 

 

 

 

 

 

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

Academy's proportionate share

  of the net pension liability $953,048 $676,603 $444,824
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 

Actuarial Assumptions – STRS  

The  total  pension  liability  in  the  July  1,  2018  actuarial  valuation was  determined  using  the  following 
actuarial assumptions, applied to all periods included in the measurement:  
 

 
 
Post‐retirement mortality rates are based on RP‐2014 Annuitant Mortality Table with 50 percent of rates 
through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 and 
84, and 100 percent of rates thereafter, projected forward generationally using mortality improvement 
scale MP‐2016; pre‐retirement mortality rates are based on RP‐2014 Employee Mortality Table, projected 
forward generationally using mortality improvement scale MP‐2016. 
 

The actuarial assumptions used in the July 1, 2018 valuation, were adopted by the board from the results 
of an actuarial experience study for July 1, 2011, through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.  Over  a  30‐year  period,  STRS’  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
 
 
 

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Projected Payroll Growth 3.00 percent
Cost-of-Living Adjustments 0.00 percent

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2018. The projection of cash flows used to determine the discount rate assumes that employer and 
member contributions will be made at statutory contribution rates of 14 percent each. For this purpose, 
only  employer  contributions  that  are  intended  to  fund  benefits  of  current  plan  members  and  their 
beneficiaries are included. Based on those assumptions, STRS’ fiduciary net position was projected to be 
available to make all projected future benefit payments to current plan members as of June 30, 2018. 
Therefore, the long‐term expected rate of return on pension plan investments of 7.45 percent was applied 
to all periods of projected benefit payments to determine the total pension liability as of June 30, 2018. 
 
Sensitivity of the Academy’s Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the Academy’s proportionate share of the net pension liability as of 
June 30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as 
what the Academy’s proportionate share of the net pension liability would be if it were calculated using  
 
 
a discount rate that is one‐percentage‐point lower (6.45 percent) or one‐percentage‐point higher (8.45 
percent) than the current assumption:  

 
 

NOTE 10 – DEFINED BENEFIT OPEB PLANS 
 
Net OPEB Asset/Liability 

 
The net OPEB asset/liability reported on the statement of net position represents an asset or liability to 
employees  for  OPEB.  OPEB  is  a  component  of  exchange  transactions‐–between  an  employer  and  its 
employees—of salaries and benefits for employee services.   OPEB are provided to an employee—on a 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services  each  financial  period.    The  obligation  to  sacrifice  resources  for  OPEB  is  a  present  obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net OPEB asset/liability represents the Academy’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB asset/liability calculation is dependent on critical long‐
term  variables,  including  estimated  average  life  expectancies,  earnings  on  investments,  cost  of  living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting these estimates annually.   

 
 
 

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share

  of the net pension liability $3,764,368 $2,577,684 $1,573,317
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NOTE 10 – DEFINED BENEFIT OPEB PLANS (continued) 
 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which OPEB are financed; however, the Academy 
does receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the asset/liability is solely that of the employer, because they benefit from employee 
services.   OPEB contributions come from these employers and health care plan enrollees, which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio Revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
to benefits or funding could significantly affect the net OPEB asset/liability. Resulting adjustments to the 
net OPEB asset/liability would be  effective when  the  changes  are  legally  enforceable.  The  retirement 
systems may allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net OPEB asset/ 
liability on the accrual basis of accounting.  Any liability for the contractually‐required OPEB contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   
 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Health Care Plan Description ‐ The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non‐certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a 
cost‐sharing  other  postemployment  benefit  (OPEB)  plan.    SERS’ Health Care  Plan provides  healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the  death  of  a  member  or  retiree,  are  eligible  for  SERS’  health  care  coverage.  Most  retirees  and 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self‐insured preferred provider 
organization  for  its  non‐Medicare  retiree  population.  For  both  groups,  SERS  offers  a  self‐insured 
prescription drug program. Health care  is a benefit  that  is permitted, not mandated, by  statute.    The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the 
plan selected, qualified years of service, Medicare eligibility, and retirement status.   
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NOTE 10 – DEFINED BENEFIT OPEB PLANS (continued) 
 
Funding  Policy  ‐  State  statute  permits  SERS  to  fund  the  health  care  benefits  through  employer 
contributions.    Each  year,  after  the  allocation  for  statutorily  required  pensions  and  benefits,  the 
Retirement Board may allocate  the  remainder of  the employer  contribution of 14 percent of  covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2019, 0.5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro‐rated if 
less than a full year of service credit was earned. For fiscal year 2019, this amount was $21,600. Statutes 
provide that no employer shall pay a health care surcharge greater than 2.0 percent of that employer’s 
SERS‐covered payroll; nor may SERS collect  in aggregate more than 1.5 percent of  the  total statewide 
SERS‐covered  payroll  for  the  health  care  surcharge.    For  fiscal  year  2019,  the  Academy’s  surcharge 
obligation was $6,160.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The Academy’s contractually required contribution to SERS was 
$8,077 for fiscal year 2019.    
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost‐sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part  
 
B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the 
report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227‐7877. 
 
Funding  Policy  –  Ohio  Revised  Code  Chapter  3307  authorizes  STRS  to  offer  the  Plan  and  gives  the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed 
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees,  for  the most  recent  year,  pay  a  portion  of  the  health  care  costs  in  the  form of  a monthly 
premium.  Under Ohio law, funding for post‐employment health care may be deducted from employer 
contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2019, STRS did 
not allocate any employer contributions to post‐employment health care.   
 

OPEB Assets/Liabilities, OPEB Expense, and Deferred Outflows/Inflows of Resources Related to OPEB  
 
The net OPEB asset/liability was measured as of June 30, 2018, and the total OPEB asset/liability used to 
calculate  the  net  OPEB  asset/liability  was  determined  by  an  actuarial  valuation  as  of  that  date.  The 
Academy’s proportion of the net OPEB asset/liability was based on the Academy’s share of contributions 
to the respective retirement systems relative to the contributions of all participating entities.   
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NOTE 10 – DEFINED BENEFIT OPEB PLANS (continued) 
 
Following is information related to the proportionate share and OPEB expense: 

 

 
 
At June 30, 2019, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  

 
 
 
 
 
 
 
 
 
 
 

SERS STRS Total

Proportion of the Net OPEB Liability

  Prior Measurement Date 0.01266870% 0.01106606%

Proportion of the Net OPEB Liability/asset

  Current Measurement Date 0.01199920% 0.01172327%

Change in Proportionate Share -0.00066950% 0.00065721%

Proportionate Share of the Net OPEB

  Liability/(asset) 332,890               (188,381)              144,509               

OPEB Expense 11,083                 (396,705)              (385,622)              

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 5,434$                 22,003$               27,437$               

Changes of assumptions -                       -                       -                       

Net difference between projected and

  actual earnings on OPEB plan investments -                       -                       -                       

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 3,443                   63,348                 66,791                 

Academy contributions subsequent to the 

  measurement date 8,077                   -                       8,077                   

Total Deferred Outflows of Resources 16,954$               85,351$               102,305$             
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NOTE 10 – DEFINED BENEFIT OPEB PLANS (continued) 
 

 
$8,077 reported as deferred outflows of resources related to OPEB resulting from Academy contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending  June 30, 2020.   Other amounts  reported as deferred outflows of  resources and deferred 
inflows of resources related to OPEB will be recognized in OPEB expense as follows:  

 

 
Actuarial Assumptions ‐ SERS 
 
The  total  OPEB  liability  was  determined  by  an  actuarial  valuation  as  of  June  30,  2018.  The  actuarial 
assumptions used in the valuation are based on results from the most recent actuarial experience study, 
which covered the five‐year period ending June 30, 2015. The experience study report is dated April 2016.  
 
 
 
 
 
 
 
 
 

Deferred Inflows of Resources

Differences between expected and

  actual experience -$                     10,976$               10,976$               

Changes of assumptions 29,908                 256,684               286,592               

Net difference between projected and

  actual earnings on OPEB plan investments 499                      21,520                 22,019                 

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 15,797                 -                       15,797                 

Total Deferred Inflows of Resources 46,204$               289,180$             335,384$             

SERS STRS Total

Fiscal Year Ending June 30:

2020 (13,136)                       (35,946)                       (49,082)                       

2021 (10,948)                       (35,946)                       (46,894)                       

2022 (4,018)                         (35,944)                       (39,962)                       

2023 (7,926)                         (31,056)                       (38,982)                       

2024 (922)                            (29,347)                       (30,269)                       

Thereafter (377)                            (35,590)                       (35,967)                       

Total (37,327)                       (203,829)                     (241,156)                     
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NOTE 10 – DEFINED BENEFIT OPEB PLANS (continued) 
 
The total OPEB liability used the following assumptions and other inputs: 
 

 
 
Mortality rates were based on the RP‐2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of  female rates. RP‐2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The long‐term expected rate of return on plan factors are considered in evaluating the long‐term rate of 
return assumption including long‐term historical data, estimates inherent in current market data, and a 
long‐normal distribution analysis  in which best‐estimate ranges of expected future real rates of return 
were developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long‐term expected rate of return, 7.50 percent, by weighting the expected future real rates  
of return by the target asset allocation percentage and then adding expected inflation. The capital market 
assumptions developed by the investment consultant are intended for use over a 10‐year horizon and 
may not be useful in setting the long‐term rate of return for funding pension plans which covers a longer 
timeframe.  The assumption  is  intended  to be  a  long‐term assumption and  is  not  expected  to  change 
absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental 
change in the market that alters expected returns in future years. 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 
as used in the June 30, 2015 five‐year experience study, are summarized as follows: 
 

 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Municipal Bond Index Rate

Measurement Date 3.62 percent
Prior Measurement Date 3.56 percent

Single Equivalent Interest Rate
Measurement Date 3.70 percent, net of plan investment expense, including price inflation
Prior Measurement Date 3.63 percent, net of plan investment expense, including price inflation

Health Care Cost Trend Rate
Medicare 5.375 percent - 4.75 percent
Pre-Medicare 7.25 percent - 4.75 percent

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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NOTE 10 – DEFINED BENEFIT OPEB PLANS (continued) 
 
Discount  Rate  The  discount  rate  used  to measure  the  total  OPEB  liability  at  June  30,  2018 was  3.70 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2018 was 3.63 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be made 
from members and the System at the contribution rate of 2.00 percent of projected covered payroll each 
year, which includes a 1.50 percent payroll surcharge and 0.50 percent of contributions from the basic 
benefits  plan.  Based  on  these  assumptions,  the  OPEB  plan’s  fiduciary  net  position  was  projected  to 
become  insufficient  to  make  future  benefit  payments  during  the  fiscal  year  ending  June  30,  2026. 
Therefore,  the  long‐term expected  rate of  return on OPEB plan assets was used  to present  value  the 
projected  benefit  payments  through  the  fiscal  year  ending  June  30,  2025  and  the  Fidelity  General 
Obligation 20‐year Municipal Bond Index rate of 3.62 percent, as of June 30, 2018 (i.e., municipal bond 
rate), was used to present value the projected benefit payments for the remaining years in the projection. 
The total present value of projected benefit payments  from all  years was then used to determine the 
single rate of return that was used as the discount rate. The projection of future benefit payments for all 
current plan members was until the benefit payments ran out. 
 
Sensitivity of the Academy’s Proportionate Share of the Net OPEB Liability to Changes in the Discount 
Rate and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in 
the discount rate and the health care cost trend rate. The following table presents the net OPEB liability 
and what the net OPEB liability would be if it were calculated using a discount rate that is one percentage 
point lower (2.70 percent) and higher (4.70 percent) than the current discount rate (3.70 percent). Also 
shown is what the net OPEB liability would be based on health care cost trend rates that are one percent 
lower (6.25 percent decreasing to 3.75 percent) and one percent higher (8.25 percent decreasing to 5.75 
percent) than the current rate. 
 

 
 

 
 

 
 
 
 
 

Current

1% Decrease Discount Rate 1% Increase

(2.70%) (3.70%) (4.70%)

Academy's proportionate share

  of the net OPEB liability $403,936 $332,890 $276,635

Current

1% Decrease Trend Rate 1% Increase

(6.25 % decreasing (7.25 % decreasing (8.25 % decreasing

to 3.75%) to 4.75%) to 5.75%)

Academy's proportionate share

  of the net OPEB liability $268,581 $332,890 $418,047
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NOTE 10 – DEFINED BENEFIT OPEB PLANS (continued) 
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2018, actuarial valuation are presented below:   

 

 
 

Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 
For  healthy  retirees  the mortality  rates  are  based  on  the  RP‐2014 Annuitant Mortality  Table with  50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between 
ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality 
improvement scale MP‐2016. For disabled retirees, mortality rates are based on the RP‐2014 Disabled 
Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected forward 
generationally using mortality improvement scale MP‐2016. 
 
Actuarial  assumptions  used  in  the  June  30,  2018,  valuation  are  based  on  the  results  of  an  actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.    Over  a  30‐year  period,  STRS'  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Health Care Cost Trend Rates -5.23 percent to 9.62 percent, initial, 4.00 percent ultimate

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected
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NOTE 10 – DEFINED BENEFIT OPEB PLANS (continued) 
 
Discount Rate The discount rate used to measure the total OPEB asset/liability was 7.45 percent as of 
June 30, 2018. The projection of cash flows used to determine the discount rate assumed STRS continues 
to allocate no employer contributions to the health care fund. Based on those assumptions, the OPEB 
plan’s fiduciary net position was projected to be available to make all projected future benefit payments 
to current plan members as of June 30, 2018. Therefore, the long‐term expected rate of return on health 
care  plan  investments  of  7.45  percent  was  applied  to  all  periods  of  projected  benefit  payments  to 
determine the total OPEB liability as of June 30, 2018.  
 
Sensitivity  of  the Academy’s  Proportionate  Share of  the Net OPEB Asset/Liability  to  Changes  in  the 
Discount and Health Care Cost Trend Rate The following table represents the net OPEB asset/liability as 
of June 30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as 
what the net OPEB asset/liability would be if it were calculated using a discount rate that is one percentage 
point lower (6.45 percent) or one percentage point higher (8.45 percent) than the current assumption. 
Also shown is the net OPEB liability as of June 30, 2018, calculated using health care cost trend rates that 
are one percentage point lower or one percentage point higher than the current health care cost trend 
rates.  

 

 
 
 

NOTE 11 ‐ CONTINGENCIES 
 
Grants ‐ The Academy received financial assistance from federal and state agencies in the form of grants. 
The disbursement of funds received under these programs generally requires compliance with terms and 
conditions  specified  in  the  grant  agreements  and  are  subject  to  audit  by  the  grantor  agencies.  Any 
disallowed claims resulting from such audits could become a liability of the Academy.  However, in the 
opinion of management, any such disallowed claims will not have a material adverse effect on the overall 
financial position of the Academy at June 30, 2019. 
 
Litigation ‐ There are currently no matters in litigation with the Academy as defendant. 
 
 
 
 
 
 

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share

  of the net OPEB asset $161,460 $188,381 $211,007

Current

1% Decrease Trend Rate 1% Increase

Academy's proportionate share

  of the net OPEB asset $209,729 $188,381 $166,700
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NOTE 11 – CONTINGENCIES (Continued) 
 
Full‐Time Equivalency ‐ Academy foundation funding is based on the annualized full‐time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for  Foundation  funding  purposes.   Community  schools  must  provide  documentation  that  clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  
 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation  funding  due  to  a  lack  of  evidence  to  support  student  participation  and  other matters  of 
noncompliance. ODE did not perform such a review on the Academy for fiscal year 2019.   

 
As of the date of this report, all ODE adjustments have been completed. 

 
In addition, the School’s contracts with their Sponsor and Management Company require payment based 
on revenues received from the State.  As discussed above, all ODE adjustments through fiscal year 2019 
have been completed.  A reconciliation between payments previously made and the FTE adjustments has 
taken place with these contracts.  

 
NOTE 12 ‐ SPONSOR 
 
The Academy was approved for operation under a contract with the Ohio Council of Community Schools 
(the Sponsor) through June 30, 2018.  The contract was subsequently extended through June 30, 2021. As 
part of this contract, the Sponsor is entitled to a maximum of three percent of all revenues. Total amount 
due and paid for fiscal year 2019 was $94,341. 
 
NOTE 13 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES 
 
The Academy entered into an agreement with Accel Schools of Ohio, a management company, to provide 
legal, financial, and other management support services for fiscal year 2019. The agreement was for a 
period of five years beginning July 1, 2015. Management fees are calculated as 12.5% of the Academy’s 
State Revenue, plus $20,000 for managing Federal Funds. The total amount due from the Academy for 
the fiscal year ending June 30, 2019 was $413,329 and  is  included under “Purchased Services” on the 
Statement of Revenues, Expenses and Changes in Net Position. 
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NOTE 13 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES (Continued) 
 
Also, per the management agreement there are expenses that will be billed to the Academy based on the 
actual costs incurred by Accel Schools of Ohio. These expenses include rent, salaries of Accel employees 
working in at the Academy and other costs related to providing education and administrative services. 
The  total  amount  billed  to  the  Academy  inclusive  of  management  fees  during  fiscal  year  2019  was 
$1,827,199. 
 
A following table is a summary of the management company expenses during fiscal year 2019: 
 

 
 

Accel Schools charges expenses benefiting more than one Academy (i.e. overhead) are pro‐rated based 
on full time equivalent (FTE) head count as of June 30, 2019 by each Academy it manages.  
 

NOTE 14 – IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES  
 

For  the  fiscal  year  ended  June  30,  2019,  the  Academy  has  implemented  Governmental  Accounting 
Standards Board (GASB) Statement No. 83, Certain Asset Retirement Obligations and GASB Statement No. 
88, Certain Disclosures Related to Debt, including Direct Borrowings and Direct Placements. 
 
GASB Statement No. 83 establishes criteria for determining the timing and pattern of recognition of a 
liability  and  a  corresponding  deferred  outflow  of  resources  for  asset  retirement  obligations.  The 
implementation of GASB  Statement No.  83 did not have an effect  on  the  financial  statements of  the 
Academy. 
 
GASB Statement No. 88 establishes additional financial statement note disclosure requirements related 
to debt obligations of governments,  including direct borrowings and direct placements. These changes 
were incorporated in the Academy’s fiscal year 2019 financial statements; however, there was no effect 
on beginning net position. 

 Foundation Academy 

 Regular Instruction
(1100 Function Codes) 

 Special Instruction
(1200 Function Codes) 

 Support Services
(2000 Function Codes) 

 Total 

                                1,100                                 1,200                                 2,000 
Direct Expenses: 
Salaries & Wages (100 Object Codes) 1,241,130                        162,448                           264,877                           1,668,455          
Employees’ Benefits (200 Object Codes) 211,331                           31,327                             40,858                             283,517             
Professional & Technical Services (410 Object Codes) 18,759                             18,759               
Supplies (510 Object Codes) 26,551                             4,737                               31,288               
Other Direct Costs (All Other Object Codes) -                         
Total Direct Expenses 1,479,013                        193,775                           329,231                           2,002,019          
  
Indirect Expenses:  
Overhead 332,925                           332,925             
  
Total Expenses 1,479,013                        193,775                           662,156                           2,334,943          
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2019 2018 2017 2016 2015 2014
Academy's Proportion of the Net Pension Liability 0.01181390% 0.01250790% 0.01230830% 0.00996130% 0.0094110% 0.0094110%

Academy's Proportionate Share of the Net Pension Liability 676,603$      747,319$      900,854$      568,401$      476,285$    559,642$     

Academy's Covered Payroll 415,815$      383,743$      422,686$      267,951$      276,234$    269,595$     

Academy's Proportionate Share of the Net Pension Liability
as a Percentage of its Covered-Employee Payroll 162.72% 194.74% 213.13% 212.13% 172.42% 207.59%

Plan Fiduciary Net Position as a Percentage of the 71.36% 69.50% 62.98% 69.16% 71.70% 65.52%
Total Pension Liability

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
 years' will be displayed as it becomes available.

The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

 
See accompanying notes to the required supplementary information. 
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2019 2018 2017 2016 2015 2014
Academy's Proportion of the Net Pension Liability 0.01172327% 0.01106606% 0.01002084% 0.00988215% 0.01044218% 0.01044218%

Academy's Proportionate Share of the Net Pension Liability 2,577,684$    2,628,765$    3,354,277$    2,731,137$    2,539,900$    3,025,512$      

Academy's Covered Payroll 1,332,736$    1,216,579$    996,557$      1,031,036$    974,662$      974,662$        

Academy's Proportionate Share of the Net Pension Liability 193.41% 216.08% 336.59% 264.89% 260.59% 310.42%
as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 77.31% 75.30% 68.80% 72.10% 74.70% 69.30%
Total Pension Liability

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional years'
 will be displayed as it becomes available.

The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year. 

 
 
 

 
 
 
 
 

See accompanying notes to the required supplementary information. 
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2019 2018 2017 2016 2015

Contractually Required Contribution 51,790$         56,135$         53,724$         59,176$         35,316$         

Contributions in Relation to the Contractually 

Required Contribution (51,790)$        (56,135)$        (53,724)$        (59,176)$        (35,316)$        

Contribution Deficiency (Excess) -$              -$              -$              -$              -$              

Academy's Covered Payroll 383,630$       415,815$       383,743$       422,686$       267,951$       

Contributions as a Percentage of

Covered Payroll 13.50% 13.50% 14.00% 14.00% 13.18%

 
 
 

2014 2013 2012 2011 2010

Contractually Required Contribution 38,286$         37,312$         39,068$       43,985$       31,146$       

Contributions in Relation to the Contractually 

Required Contribution (38,286)$        (37,312)$        (39,068)$      (43,985)$      (31,146)$      

Contribution Deficiency (Excess) -$              -$              -$            -$            -$            

Academy's Covered Payroll 276,234$       269,595$       290,468$     349,920$     230,030$     

Contributions as a Percentage of

Covered Payroll 13.86% 13.84% 13.45% 12.57% 13.54%

 
     

See accompanying notes to the required supplementary information. 
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2019 2018 2017 2016 2015

Contractually Required Contribution 179,256$     186,583$     170,321$     139,518$   144,345$     

Contributions in Relation to the Contractually 
Required Contribution (179,256)$    (186,583)$    (170,321)$    (139,518)$  (144,345)$    

Contribution Deficiency (Excess) -$            -$            -$            -$          -$            

Academy's Covered Payroll 1,280,400$  1,332,736$  1,216,579$  996,557$   1,031,036$  

Contributions as a Percentage of
Covered Payroll 14.00% 14.00% 14.00% 14.00% 14.00%

 
 

2014 2013 2012 2011 2010

Contractually Required Contribution 126,706$     126,706$     103,994$     98,418$     88,153$      

Contributions in Relation to the Contractually 
Required Contribution (126,706)$    (126,706)$    (103,994)$    (98,418)$    (88,153)$     

Contribution Deficiency (Excess) -$            -$            -$            -$          -$            

Academy's Covered Payroll 974,662$     974,662$     799,954$     757,062$   678,100$     

Contributions as a Percentage of
Covered Payroll 13.00% 13.00% 13.00% 13.00% 13.00%

 
   
 
 
 

 
 
 
 

See accompanying notes to the required supplementary information. 
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2019 2018 2017
Academy's Proportion of the Net OPEB Liability 0.01199920% 0.01266870% 0.01241068%

Academy's Proportionate Share of the Net OPEB Liability 332,890$      339,996$      353,750$            

Academy's Covered Payroll 415,815$      383,743$      422,686$            

Academy's Proportionate Share of the Net OPEB Liability
as a Percentage of its Covered Payroll 80.06% 88.60% 83.69%

Plan Fiduciary Net OPEB as a Percentage of the 13.57% 12.46% 11.49%
Total Pension Liability

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information,
  and additional years' will be displayed as it becomes available.

The amounts presented for each fiscal year were determined as of the measurement date, 
     which is the prior fiscal year.

 
 
 
 
 
 
 
 
 

See accompanying notes to the required supplementary information. 
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2019 2018 2017
Academy's Proportion of the Net OPEB Liability 0.01172327% 0.01106606% 0.01002084%

Academy's Proportionate Share of the Net OPEB Liability (188,381)$     431,757$      535,917$      

Academy's Covered Payroll 1,332,736$    1,216,579$    996,557$      

Academy's Proportionate Share of the Net OPEB Liability
as a Percentage of its Covered Payroll -14.13% 35.49% 53.78%

Plan Fiduciary Net OPEB as a Percentage of the 176.00% 47.10% 37.30%
Total Pension Liability

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information,
  and additional years' will be displayed as it becomes available.

The amounts presented for each fiscal year were determined as of the measurement date, 
     which is the prior fiscal year.

 
 

 
 
 
 
 
 
 

See accompanying notes to the required supplementary information. 
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2019 2018 2017 2016 2015

Contractually Required Contribution 8,077$           8,624$           8,236$           6,012$           2,197$           

Contributions in Relation to the Contractually 

Required Contribution (8,077)$          (8,624)$          (8,236)$          (6,012)$          (2,197)$          

Contribution Deficiency (Excess) -$              -$              -$              -$              -$              

Academy's Covered Payroll 383,630$       415,815$       383,743$       422,686$       267,951$       

OPEB Contributions as a Percentage of

Covered Payroll 2.11% 2.07% 2.15% 1.42% 0.82%

 
 
 

2014 2013 2012 2011 2010

Contractually Required Contribution 2,078$           2,108$           1,692$        2,048$        1,222$        

Contributions in Relation to the Contractually 

Required Contribution (2,078)$          (2,108)$          (1,692)$       (2,048)$       (1,222)$       

Contribution Deficiency (Excess) -$              -$              -$            -$            -$            

Academy's Covered Payroll 276,234$       269,595$       290,468$     349,920$     230,030$     

OPEB Contributions as a Percentage of

Covered Payroll 0.75% 0.78% 0.58% 0.59% 0.53%

 
 

 
See accompanying notes to the required supplementary information. 
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2019 2018 2017 2016 2015

Contractually Required Contribution -$              -$              -$              -$              -$              

Contributions in Relation to the Contractually 

Required Contribution -$              -$              -$              -$              -$              

Contribution Deficiency (Excess) -$              -$              -$              -$              -$              

Academy's Covered Payroll 1,280,400$     1,332,736$     1,216,579$     996,557$       1,031,036$     

OPEB Contributions as a Percentage of

Covered Payroll 0.00% 0.00% 0.00% 0.00% 0.00%

 
 

2014 2013 2012 2011 2010

Contractually Required Contribution 9,747$           9,747$           8,000$        7,571$        6,781$        

Contributions in Relation to the Contractually 

Required Contribution (9,747)$          (9,747)$          (8,000)$       (7,571)$       (6,781)$       

Contribution Deficiency (Excess) -$              -$              -$            -$            -$            

Academy's Covered Payroll 974,662$       974,662$       799,954$     757,062$     678,100$     

OPEB Contributions as a Percentage of

Covered Payroll 1.00% 1.00% 1.00% 1.00% 1.00%

 
 
 

 
See accompanying notes to the required supplementary information. 
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NOTE 1 ‐ NET PENSION LIABILITY 
 
Changes in Assumptions ‐ SERS 

 

For fiscal year 2017, the SERS Board adopted the following assumption changes: 

 Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent 

 Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent 

 Assumed real wage growth was reduced from 0.75 percent to 0.50 percent 

 Rates of withdrawal, retirement and disability were updated to reflect recent experience. 

 Mortality among active members was updated to RP‐2014 Blue Collar Mortality Table with fully 

generational projection and a five‐year age set‐back for both males and females. 

 Mortality among service retired members, and beneficiaries was updated to RP‐2014 Blue Collar 

Mortality Table with fully generational projection with Scale BB, 120 percent of male rates, and 

110 percent of female rates. 

 Mortality among disabled members was updated to RP‐2000 Disabled Mortality Table, 90 

percent for male rates and 100 percent for female rates, set back five years is used for the 

period after disability retirement.   

 

Changes in Benefit Terms ‐ SERS 

For fiscal year 2018, the cost‐of‐living adjustment was changed from a fixed 3.00 percent to a cost‐of‐
living adjustment  that  is  indexed  to CPI‐W not greater  than 2.50 percent with a  floor of  zero percent 
beginning January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has 
enacted a three‐year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the Retirement Board approved several changes to the actuarial assumptions in 2017. 
The  long  term  expected  rate  of  return was  reduced  from  7.75  percent  to  7.45  percent,  the  inflation 
assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered 
to 3.00 percent, and total salary increases rate was lowered by decreasing the merit component of the 
individual salary increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy 
and  disabled mortality  assumptions were  updated  to  the  RP‐2014 mortality  tables with  generational 
improvement  scale MP‐2016. Rates of  retirement,  termination and disability were modified  to better 
reflect anticipated future experience. 
 

Changes in Benefit Terms ‐ STRS 

 

For fiscal year 2018, the cost‐of‐living adjustment (COLA) was reduced to zero.  
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NOTE 2 ‐ NET OPEB LIABILITY 
 
Changes in Assumptions – SERS 
 
Amounts  reported  for  fiscal  year  2019  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 3.56 percent to 3.62 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased from 3.63 percent to 3.70 percent. The health care cost trend assumptions changed as follows:  
 
Pre‐Medicare 
   Fiscal year 2018   7.50 percent initially, decreasing to 4.00 percent 

Fiscal year 2019 7.25 percent initially, decreasing to 4.75 percent 
Medicare 
  Fiscal year 2018   5.50 percent initially, decreasing to 5.00 percent 

Fiscal year 2019 5.375 percent initially, decreasing to 4.75 percent 
 

Amounts  reported  for  fiscal  year  2018  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 2.92 percent to 3.56 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased from 2.98 percent to 3.63 percent. 
 
Changes in Benefit Terms ‐ SERS 

There have been no changes to the benefit provisions. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2019, the discount rate was increased from the blended rate of 4.13 percent to the long‐
term expected rate of return of 7.45 percent. Valuation year per capita health care costs were updated. 
Health care cost trend rates ranged from 6.00 percent to 11 percent initially and a 4.50 percent ultimate 
rate for fiscal year 2018 and changed for fiscal year 2019 to a range of  ‐5.20 percent to 9.60 percent, 
initially and a 4.00 ultimate rate. 
 
For fiscal year 2018, the blended discount rate was increased from 3.26 percent to 4.13 percent. Valuation 
year per capita health care costs were updated, and the salary scale was modified. The percentage of 
future retirees electing each option was updated based on current data and the percentage of  future 
disabled  retirees  and  terminated  vested  participants  electing  health  coverage  were  decreased.  The 
assumed  mortality,  disability,  retirement,  withdrawal  and  future  health  care  cost  trend  rates  were 
modified along with the portion of rebated prescription drug costs. 
 
Changes in Benefit Terms – STRS 
 
For fiscal year 2019, the subsidy multiplier for non‐Medicare benefit recipients was increased from 1.9 
percent to 1.944 percent per year of service effective January 1, 2019. The non‐Medicare frozen subsidy 
base  premium  was  increased  effective  January  1,  2019  and  all  remaining Medicare  Part  B  premium 
reimbursements will be discontinued beginning January 1, 2020. 
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NOTE 2 ‐ NET OPEB LIABILITY (Continued) 
 
For  fiscal  year 2018,  the  subsidy multiplier  for non‐Medicare benefit  recipients was  reduced  from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. This was subsequently extended, see above paragraph.  
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December 22, 2019 
 
To the Board of Directors 
Foundation Academy 
Richland County, Ohio 
1050 Wyandotte Avenue 
Mansfield, Ohio 44906 

 
 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the Foundation Academy, Richland County, 
Ohio (the “Academy”) as of and for the year ended June 30, 2019, and the related notes to the financial 
statements, which collectively comprise the Academy’s basic financial statements, and have issued our report 
thereon dated December 22, 2019. 
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the Academy's internal control 
over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of the Academy’s internal control. Accordingly, we do not express an 
opinion on the effectiveness of the Academy’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance.  
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified. 
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Foundation Academy 
Independent Auditor’s Report on Internal Control over Financial Reporting  
   and on Compliance and Other Matters Based on an Audit of  
   Financial Statements Performed in Accordance with  

Government Auditing Standards 

Page 2 of 2 
 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Academy's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of 
our tests disclosed no instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 

 
 
 
 
 

   
                       Cambridge, Ohio 
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88 East Broad Street, Columbus, Ohio 43215 
Phone: 614-466-4514 or 800-282-0370 

www.ohioauditor.gov 

                                                             
 

       FOUNDATION ACADEMY 
 

                                                                    RICHLAND COUNTY 
 
       

CLERK’S CERTIFICATION 
This is a true and correct copy of the report which is required to be filed in the Office of the 
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio. 

 
 
 
 
 
 

 
 

CLERK OF THE BUREAU 
 
CERTIFIED 
FEBRUARY, 11 2020 
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88 East Broad Street, Columbus, Ohio 43215 
Phone: 614-466-4514 or 800-282-0370 

www.ohioauditor.gov

 
 
 
Board of Directors 
Foundation Academy 
219 E Maple St, Suite 202 
North Canton, OH 44720 
 
 
We have reviewed the Independent Auditor’s Report of the Foundation Academy, Richland 
County, prepared by Rea & Associates, Inc., for the audit period July 1, 2017 through June 30, 
2018.  Based upon this review, we have accepted these reports in lieu of the audit required by 
Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying financial 
statements and, accordingly, we are unable to express, and do not express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Foundation Academy is responsible for 
compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
March 5, 2019  
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1

December 28, 2018

To the Board of Directors
Foundation Academy
Richland County, Ohio
1050 Wyandotte Avenue
Mansfield, Ohio 44906

INDEPENDENT AUDITOR'S REPORT

Report on the Financial Statements

We have audited the accompanying financial statements of the Foundation Academy, Richland County, 
Ohio, (the “Academy”) as of and for the year ended June 30, 2018, and the related notes to the financial 
statements, which collectively comprise the Academy’s basic financial statements as listed in the table of 
contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the Academy’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Academy’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Academy as of June 30, 2018, and the changes in its financial position and its
cash flows for the year then ended in accordance with accounting principles generally accepted in the 
United States of America.

Emphasis of Matter

As described in Note 14 to the financial statements, the Academy restated the net position balance to account 
for the implementation of Governmental Accounting Standard Board (GASB) Statement No. 75, “Accounting 
and Financial reporting for Postemployment Benefits other than Pensions.” Our opinion is not modified with 
respect to this matter.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the Academy's Proportionate Share of the Net Pension Liability,
Schedule of the Academy’s Contributions-Pension, Schedule of the Academy’s Proportionate Share of the 
Net OPEB Liability, and the Schedule of the Academy’s Contributions - OPEB on pages 5–11, 44-45, 46-
47, 48-49, and 50-51, respectively, be presented to supplement the basic financial statements. Such 
information, although not a part of the basic financial statements, is required by the Governmental 
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the 
basic financial statements in an appropriate operational, economic, or historical context. We have applied 
certain limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion 
or provide any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance. 
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 28, 
2018 on our consideration of the Academy’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness 
of the Academy’s internal control over financial reporting or on compliance. That report is an integral part 
of an audit performed in accordance with Government Auditing Standards in considering the Academy’s 
internal control over financial reporting and compliance.

Cambridge, Ohio
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The discussion and analysis of the Foundation Academy’s (the “Academy”) financial performance provides 
an overall review of the Academy’s financial activities for the fiscal year ended June 30, 2018.  Readers 
should also review the basic financial statements and notes to enhance their understanding of the 
Academy’s financial performance. 
 
HIGHLIGHTS 
 
The Academy finished its eleventh year of operations during fiscal year 2018 serving kindergarten through 
eighth grade. Enrollment varied during the year but ended with 385 students. 
 
Key highlights for fiscal year 2018 are as follows: 
 

• Net position increased $1,752,772. 
• Operating revenues accounted for $3,050,413 of the total revenues of $3,887,792. 
• Operating expenses were $2,135,020 and there were no Non-Operating expenses. 
• The Academy had operating income of $915,363. 
• The Academy implemented GASB 75, which reduced beginning net position as previously 

reported by $881,431.  
 

OVERVIEW OF FINANCIAL STATEMENTS  
 
The financial report consists of three parts – required supplemental information, basic financial 
statements, and the notes to the basic financial statements. These statements are organized so the reader 
can understand the financial position of the academy. Enterprise accounting uses a flow of economic 
resource measurement focus. With this measurement focus, all assets, deferred outflows of resources, all 
liabilities, and deferred inflows of resources are included on the statement of net position. The statement 
of net position represents the statement of position of the Academy.  The statement of revenues, 
expenses, and changes in net position presents increases (e.g., revenues) and decreases (e.g. expenses) 
in net position.  The statement of cash flows reflects how the academy finances and meets its cash flow 
needs. Finally, the notes to the basic financial statements provide additional information that is essential 
to full understanding of the data provided on the basic financial statements.   
 
FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE 
 
The Academy is not required to present government-wide financial statements as the Academy is engaged 
in only business-type activities.  Therefore, no condensed financial information derived from the 
governmental-wide financial statements is included in the discussion and analysis.    
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Table 1 provides a summary of Academy’s net position for 2018 and 2017: 
 

2018 Restated 2017

Assets:

Current assets:
    Cash and Cash Equivalents 1,010,326$           893,917$             

    Accounts Receivable -                       162,924               

    Intergovernmental Receivable 71,466                  31,636                 

    Prepaid Expense 64,533                  43,957                 

     Total Current Assets 1,146,325 1,132,434

Noncurrent Assets:
  Capital Assets, net of Accumulated Depreciation 1,836,861 1,426,901

     Total Noncurrent assets 1,836,861             1,426,901            

Total assets 2,983,186              2,559,335            

Deferred Outflows of Resources 1,419,705             938,198               

Liabilities:

Current Liabilities:
     Accounts Payable, Trade 9,514                    171,453               

     Accounts Payable, Related Party 130,251                143,721               

     Accrued Expenses 6,880                    39,764                 

     Current Portion of Long-Term Debt 14,824                  -                       

        Total Current Liabilities 161,469                354,938               

Noncurrent liabilities:
  Net Pension Liability 3,376,084 4,255,131

  Net OPEB Liability 771,753 889,667               

  Noncurrent Portion of Long-term Debt 177,156                -                       

     Total noncurrent liabilites 4,324,993 5,144,798

        Total liabilities 4,486,462              5,499,736            

Deferred Inflows of Resources 261,925 96,065

Net Position

  Net Investment in Capital Assets 1,644,881 1,426,901

  Unrestricted Net Position (1,990,377) (3,525,169)

    Total Net Position (345,496)$            (2,098,268)$         

Table 1

Net Position
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The net pension liability (NPL) is the largest single liability reported by the Academy at June 30, 2018   and 
is reported pursuant to GASB Statement 68, “Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27.”  For fiscal year 2018, the Academy adopted GASB Statement 75, 
“Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions,” which 
significantly revises accounting for costs and liabilities related to other postemployment benefits (OPEB).  
For reasons discussed below, many end users of this financial statement will gain a clearer understanding 
of the Academy’s actual financial condition by adding deferred inflows related to pension and OPEB, the 
net pension liability and the net OPEB liability to the reported net position and subtracting deferred 
outflows related to pension and OPEB. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OPEB liability.  GASB 68 and GASB 75 
take an earnings approach to pension and OPEB accounting; however, the nature of Ohio’s statewide 
pension/OPEB plans and state law governing those systems requires additional explanation in order to 
properly understand the information presented in these statements. 
 
GASB 68 and GASB 75 require the net pension liability and the net OPEB liability to equal the Academy’s 
proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 

GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, 
and the promise of a future pension and other postemployment benefits.  GASB noted that the unfunded 
portion of this promise is a present obligation of the government, part of a bargained-for benefit to the 
employee, and should accordingly be reported by the government as a liability since they received the 
benefit of the exchange.  However, the Academy is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement systems to provide healthcare to eligible benefit recipients.  The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 

The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a specific, 
legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the 
unfunded liability of the pension/OPEB plan as against the public employer.  State law operates to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the employment exchange with notice as to the law.  The retirement system is responsible for the 
administration of the pension and OPEB plans 

Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability.  As explained above, changes in benefits, 
contribution rates, and return on investments affect the balance of these liabilities, but are outside the 
control of the local government.  In the event that contributions, investment returns, and other changes 
are insufficient to keep up with required payments, State statute does not assign/identify the responsible 
party for the unfunded portion.  Due to the unique nature of how the net pension liability and the net 
OPEB liability are satisfied, these liabilities are separately identified within the long-term liability section 
of the statement of net position. 

In accordance with GASB 68 and GASB 75, the Academy’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB liability, respectively, not accounted for as 
deferred inflows/outflows.  

As a result of implementing GASB 75, the Academy is reporting a net OPEB liability and deferred 
inflows/outflows of resources related to OPEB on the accrual basis of accounting.  This implementation 
also had the effect of restating net position at June 30, 2017, from ($1,216,837) to ($2,098,268). 

Accounts receivable decreased $162,924 as a receivable from the management company was paid in 
full. During fiscal year 2018, the Academy issued a loan for $191,980 for the purchase of a modular 
building.  
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Statement of Revenues, Expenses and Changes in Net Position - Table 2 shows the changes in Net Position 
for fiscal year 2018, as well as a listing of revenues and expenses.   This change in Net Position is important 
because it tells the reader that, for the Academy as a whole, the financial position of the Academy has 
improved or diminished. The cause of this may be the result of many factors, some financial, some not.  
Non-financial factors include the current laws in Ohio restricting revenue growth, facility conditions, 
required educational programs and other factors. Overall, the increase in Operating Revenues was a result 
of consistent enrollment, just an increase in per pupil funding from the State. The decrease in purchased 
services is primarily due to negative pension/OPEB expense further expense further explained in Notes 9 
and 10.  

2018 2017
Operating Revenues:
  State Aid 3,043,878$        3,010,550$         
  Miscellaneous 6,535                   12,673                 
    Total Revenues 3,050,413          3,023,223           

Operating Expenses:
  Purchased Services 1,896,708          3,386,269           
  Depreciation 110,907              115,112               
  General Supplies 97,699                203,727               
  Other Operating Expense 29,706                7,792                    
     Total Operating Expenses 2,135,020          3,712,900           

       Operating Income (Loss) 915,393               (689,677)             

Nonoperating Revenues and (Expenses):
  Federal and State Restricted Grants 676,966              782,315               
  Contributions 150,033              160,650               
  Other Grants 10,380                -                        
  Debt Forgiveness -                       15,863                 
  Interest Expense -                       (6,149)                  
     Net Nonoperating Revenues and (Expenses) 837,379              952,679               

Change in Net Position 1,752,772$         263,002$             

Table 2
Change in Net Position 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The information necessary to restate the 2017 beginning balances and the 2017 OPEB expense amounts 
for the effects of the initial implementation of GASB 75 is not available.  Therefore, 2017 functional 
expenses still include OPEB expense of $8,236 computed under GASB 45.  GASB 45 required recognizing 
pension expense equal to the contractually required contributions to the plan. Under GASB 75, OPEB 
expense represents additional amounts earned, adjusted by deferred inflows/outflows. The contractually 
required contribution is no longer a component of OPEB expense. Under GASB 75, the 2018 statements 
report negative OPEB expense of $103,132.  Consequently, in order to compare 2018 total program 
expenses to 2017, the following adjustments are needed: 
 

Total 2018 program expenses under GASB 75 2,135,020$      

Negative OPEB expense under GASB 75 103,132           
2018 contractually required contribution 8,624                

Adjusted 2018 program expenses 2,246,776        

Total 2017 program expenses under GASB 45 3,712,900        

Decrease in program expenses not related to OPEB 1,466,124$      

 
CAPITAL ASSETS 
 
At the end of fiscal year 2018, the Academy had $1,836,861 invested in capital assets (net of accumulated 
depreciation) for furniture, equipment, computers and building/land as follows:   
     

 

2018 2017 Change

Furniture & Equipment 35,125$         51,023$         (15,898)$       

Computer Equipment 14,383           8,657             5,726            

Building and Land 1,787,353      1,367,221      420,132        

Total Capital Assets, Net 1,836,861$    1,426,901$    409,960$      

Capital Assets at June 30 (Net of Depreciation)

  
For further information regarding the Academy’s capital assets, refer to Note 5 of the basic financial 
statements.   
 
DEBT 
 
In April 2018, the Academy entered into a note with Mechanics Bank for the purchase of a modular 
building.  
 
For further information regarding the Academy’s debt, refer to Note 6 to the basic financial statements. 
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OPERATIONS 
 
Foundation Academy is a nonprofit corporation established pursuant to Ohio Revised Code Chapter 1702. 
The Academy offers education for Ohio children in grades K-8. The Academy is independent of any school 
district and is nonsectarian in its programs, admission policies, employment practices, and all other 
operations. The Academy may lease or acquire facilities as needed and contract for any services necessary 
for the operation of the Academy.   
 
REQUESTS FOR INFORMATION 
 
This financial report is designed to provide citizens, taxpayers, investors, and creditors with a general 
overview of the Academy’s finances and to show the Academy’s accountability for the money it receives.  
If you have any question concerning this report, please contact the Academy Fiscal Officer, C. David Massa, 
CPA of Massa Financial Solutions, LLC, 1050 Wyandotte Ave., Mansfield, Ohio 44906. 
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FOUNDATION ACADEMY - RICHLAND COUNTY, OHIO 
  

Statement of Net Position 
At June 30, 2018 

Assets:
Current Assets:
    Cash and Cash Equivalents 1,010,326$      
    Intergovernmental Receivable 71,466
    Prepaid Expense 64,533
      Total Current Assets 1,146,325

Noncurrent Assets:
  Capital Assets, net of Accumulated Depreciation 1,836,861

1,836,861

Total Assets 2,983,186         

Deferred Outflows of Resources:
    Pension 1,332,845         
    OPEB 86,860              

Total Deferred Outflows of Resources 1,419,705         

Liabilities:
Current Liabilities:
    Accounts Payable, Trade 9,514                
    Accounts Payable, Related Party 130,251            
    Accrued Expenses 6,880                
    Current Portion of Loan Payable 14,824              
       Total Current Liabilities 161,469            

Noncurrent Liabilities:
  Net Pension Liability 3,376,084
  Net OPEB Liability 771,753            
  Long-Term Portion of Loan Payable 177,156            
    Total Noncurrent Liabilities 4,324,993

       Total Liabilities 4,486,462

Deferred Inlows of Resources:
    Pension 175,531            
    OPEB 86,394              

Total Deferred Inflows of Resources 261,925            

Net Position:
  Net Investment in Capital Assets 1,644,881
  Unrestricted Net Position (1,990,377)
  Total Net Position (345,496)$        

See Accompanying Notes to the Basic Financial Statements
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FOUNDATION ACADEMY - RICHLAND COUNTY, OHIO  
  

Statement of Revenues, 
Expenses and Changes in Net Position 

For the Fiscal Year Ended June 30, 2018 
 

Operating Revenues:
  State Aid 3,043,878$       
  Miscellaneous 6,535
    Total Operating Revenues 3,050,413

Operating Expenses:
  Purchased Services 1,896,708
  Depreciation 110,907
  Supplies 97,699
  Other Operating Expenses 29,706
    Total Operating Expenses 2,135,020

      Operating Income 915,393

Non-Operating Revenues:
  Federal and State Restricted Grants 676,966
  Contributions 150,033            
  Other Grants 10,380               
    Net Non-operating Revenues 837,379

Change in Net Position 1,752,772         

Net Position Beginning of Year, Restated (2,098,268)        
Net Position End of Year (345,496)$         

See Accompanying Notes to the Basic Financial Statements

 
 
 
 
 
 
 
 
 

 

Attachment 26: Audited Financial Statements Page 2975



14 
 

FOUNDATION ACADEMY – RICHLAND COUNTY, OHIO  
  

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2018 

 
 

CASH FLOWS FROM OPERATING ACTIVITIES
State Aid Receipts 3,014,139$      
Other Operating Receipts 6,535                
Cash Payments to Suppliers for Goods and Services (3,402,665)       

Net Cash Used For Operating Activities (381,991)           

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Other Grants Receipts 10,380              
Contributions and Donations 150,033            
Federal and State Grant Receipts 666,874            

Net Cash Provided By Noncapital Financing Activities 827,287            

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Loan Principal Proceeds 191,980            
Purchase of Capital Assets (520,867)           

Net Cash Used For Capital and Related Financing Activities (328,887)           

Net Increase in Cash and Cash Equivalents 116,409            

Cash and Cash Equivalents - Beginning of the Year 893,917            
Cash and Cash Equivalents - Ending of the Year 1,010,326$      

See Accompanying Notes to the Basic Financial Statements

 
 
 
 
 
 
 
 
 
 
 

(Continued) 
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FOUNDATION ACADEMY – RICHLAND COUNTY, OHIO  
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2018 

(Continued) 

Reconciliation of Operating Income to Net Cash Used For Operating Activities
Operating Income 915,393$          

Adjustments to Reconcile Operating Income to Net Cash Used For Operating Activities

Depreciation 110,907            

Changes in Assets, Liabil ities, and Deferred Inflows and Outflows:
(Increase) in Receivables 133,186            
(Increase)/ Decrease in Deferred Outflows (481,507)           
Increase/ (Decrease) in Deferred Inflows 165,860            
Increase/ (Decrease) in Net Pension/OPEB Liabil ity (996,961)           
 Increase/(Decrease) in Accrued Expense (32,884)             
Increase in Accounts Payable, Trade (161,939)           
(Increase) in Accounts Payable, Related Party (13,470)             
(Increase)/ Decrease in Prepaid Expenses (20,576)             

Net Cash Used For Operating Activities (381,991)$         

See Accompanying Notes to the Basic Financial Statements
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NOTE 1 – DESCRIPTION OF ACADEMY 
 

The Foundation Academy (the “Academy”) is a nonprofit corporation established pursuant to Ohio 
Revised Code Chapter 1702.  The Academy offers education for Ohio children in grades K-8. The Academy 
is independent of any school district and is nonsectarian in its programs, admission policies, employment 
practices, and all other operations. The Academy may lease or acquire facilities as needed and contract 
for any services necessary for the operation of the academy.   
 
The Academy was approved for operation pursuant to Ohio Revised Code Chapter 3314 under a contract 
with Ohio Council of Community Schools (the Sponsor) for a period of four academic years commencing 
on July 1, 2012 and ending June 30, 2017. The contract was subsequently extended through June 30, 2021. 
The Sponsor is responsible for evaluating the performance of the Academy and has the authority to deny 
renewal of the contract at its expiration or terminate the contract prior to its expiration.   
 
Ohio Revised Code Section 3314.02(E) states in part that the Academy operate under the direction of a 
Governing Board that consists of not less than five individuals who are not owners or employees, or 
immediate relatives or owners or employees of any for-profit firm that operates or manages an academy 
for the Governing Board. The Board is responsible for carrying out the provisions of the contract that 
include, but are not limited to, state-mandated provision regarding student population, curriculum, 
academic goals, performance standards, admission standards, and qualification of teachers.   
 
The Academy contracts with Accel Schools for management services including management of personnel 
and human resources, the program of instruction, marketing data management, purchasing, strategic 
planning, public relation, financial reporting, recruiting, compliance issues, budgets, contracts, and 
equipment and facilities.  The Academy is a federally recognized 501(c)(3) nonprofit corporation 
established pursuant to the Ohio Revised Code Chapter 1702. 
 
NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The financial statements of the Academy have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards 
Board (GASB) is the accepted standard-setting body for establishing governmental accounting and 
financial reporting principles.  The more significant of the Academy’s accounting policies are described 
below. 
 
Basis of Presentation - The Academy’s basic financial statements consist of a statement of net position; a 
statement of revenues, expenses, and changes in net position; and a statement of cash flows. The 
Academy uses a single enterprise presentation for its financial records.  Enterprise reporting focuses on 
the determination of operating income, changes in net position, financial position, and cash flows.   
 
Measurement Focus - The enterprise activity is accounted for using a flow of economic resources 
measurement focus. All assets, liabilities, and deferred inflows and outflows of resources associated with 
the operation of the Academy are included on the statement of net position. The statement of revenues, 
expenses, and changes in net position presents increases (e.g. revenues) and decreases (e.g. expenses) in 
net position.  The statement of cash flows reflects how the Academy finances meet its cash flow needs 
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Basis of Accounting - Basis of accounting determines when transactions are recorded in the financial 
records and reported on the financial statements. The Academy’s financial statements are prepared using 
the accrual basis of accounting. Revenue resulting from exchange transactions, in which each party gives 
and receives essentially equal value, is recorded on the accrual basis when the exchange takes place.  
Revenue resulting from nonexchange transactions, in which Academy receives value without directly 
giving equal value in return, such as grants and entitlements, are recognized in the period in which all 
eligibility requirements have been satisfied.  Eligibility requirements include timing requirements, which 
specify the period when the resources are required to be used or the period when use is first permitted, 
matching requirements, in which the Academy must provide local resources to be used for a specified 
purpose, and expenditure requirements, in which the resources are provided to the Academy on a 
reimbursement basis.  Expenses are recognized at the time they are incurred. 
  
Budgetary Process - Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C).  However, unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter 5705, unless specifically provided in the contract between the Academy and its Sponsor. The 
contract between the Academy and its Sponsor does not require the Academy to follow the provisions 
Ohio Revised Code Chapter 5705; therefore, no budgetary information is presented in the basic financial 
statements.   
 
Cash and Cash Equivalents - Cash received by the Academy is reflected as “Cash and Cash Equivalents” 
on the statement of net position.  The Academy had no investments during the fiscal year ended June 30, 
2018. 
 
Prepaid Items - The Academy records payments made to vendors for services that will benefit periods 
beyond June 30, 2018, as prepaid items using the consumption method.  A current asset for the prepaid 
amount is recorded at the time of the purchase and an expense is reported in the year in which services 
are consumed. 
 
Capital Assets - The Academy’s capital assets during fiscal year 2018 consisted of a building, furniture and 
equipment, land, and computers and software. All capital assets are capitalized at cost and updated for 
additions and retirements during the fiscal year.  Donated capital assets are recorded at their acquisition 
value as of the date received. The Academy maintains a capitalization threshold of one thousand five 
hundred dollars. Improvements that enhance value or extend the useful life of the asset are capitalized. 
The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend 
an asset’s life are not capitalized.   
 
All capital assets, except land and construction in progress, are depreciated. Improvements are 
depreciated over the remaining useful lives of the related capital assets.  Depreciation is computed using 
the straight-line method over the following useful lives:   

Description Useful Lives

Building Improvements 25-50 years

Furniture and Equipment 5-20 years

Computers and Software 5-20 years
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)   
 
Net Position - Net position represents the difference between assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources.  Net position is reported as restricted when there are 
limitations imposed on their use either through the enabling legislation adopted by Academy or through 
external restrictions imposed by creditors, grantors, or laws or regulations of other governments.  The 
Academy applies restricted resources first when an expense is incurred for purposes for which both 
restricted and unrestricted net assets are available. At June 30, 2018, there is no enabling legislation 
restricted net position. Net invested in capital assets of $1,644,881 is calculated at capital assets, net of 
accumulated depreciation.  
 
Operating Revenues and Expenses - Operating revenues are those revenues that are generated directly 
from the primary activity of the Academy.  Operating expenses are necessary costs incurred to provide 
the service that is the primary activity of the Academy.  All revenues and expenses not meeting this 
definition are reported as non-operating. 
 
Deferred Inflows and Deferred Outflows of Resources - In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of resources represent a consumption of net position that applies to a future period and will not be 
recognized as an outflow of resources (expense/expenditure) until then.  For the Academy, deferred 
outflows of resources are reported on the statement of net position for pension and OPEB.  The deferred 
outflows of resources related to pension and OPEB plans are explained in Notes 9 and 10.  
  
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. For the Academy, deferred inflows of resources include 
pension and OPEB. These amounts are deferred and recognized as an inflow of resources in the period 
the amounts become available.  Deferred inflows of resources related to pension and OPEB plans are 
reported on the statement of net position. (See Note 9 and 10)  
 
Pensions/Other Postemployment Benefits (OPEB) – For purposes of measuring the net pension/OPEB 
liability, deferred outflows of resources and deferred inflows of resources related to pensions/OPEB, and 
pension/OPEB expense, information about the fiduciary net position of the pension/OPEB plans and 
additions to/deductions from their fiduciary net positon have been determined on the same basis as they 
are reported by the pension/OPEB plan.  For this purpose, benefit payments (including refunds of 
employee contributions) are recognized when due and payable in accordance with the benefit terms.  The 
pension/OPEB plans report investments at fair value. 
 
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from those estimates.  
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NOTE 3 - CASH AND CASH EQUIVALENTS 
 
The Academy classifies deposits by category of risk as defined in GASB Statement No.3 “Deposits with 
Financial Institutions, Investments (including Repurchase Agreements) and Reverse Repurchase 
Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk Disclosures”. 
 
The Academy maintains its cash balances at Huntington Bank in Ohio. The balances are insured by the 
Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account. At June 30, 2018, 
the book amount of the Academy’s deposits was $1,010,326 and the bank balance was $1,041,466. 
$355,425 of the bank balance was covered by Federal Depository Insurance, while $686,041 was 
uninsured. 
 
The Academy does not have a deposit policy for custodial risk. All bank deposits are collateralized with 
eligible securities in amounts equal to at least 105% of the carrying value of the pools at the Federal 
Reserve Banks or at member banks of the federal reserve system, in the name of the respective depository 
bank and pledged as a pool of collateral against all of the public deposits or as specific collateral held at 
the Federal Reserve Bank in the name of the Academy.  
 
NOTE 4 - RECEIVABLES 
 
The Academy had intergovernmental receivables of $71,466. These receivables represent monies due 
from Title I, Title IIA, and IDEA-B, which was not received as of June 30, 2018.  All receivables are expected 
to be collected within one year.   
 
NOTE 5 – CAPITAL ASSETS 
 
Capital asset activity for the fiscal year ended June 30, 2018, was as follows: 
 

 
 

Balance Balance

06/30/17 Additions Deletions 06/30/18

Capital Assets:

Land (NonDepreciable) 41,500$        -$                 -$               41,500$         

Building Improvements 1,739,587     508,043        -                2,247,630      

Furniture & Equipment 159,003        -                  -                159,003         

Computers & Software 150,961        12,824          -                163,785         

Total Capital Assets 2,091,051     520,867        -                2,611,918      

Less Accumulated Depreciation:

Building Improvements (413,866)       (87,910)         -                (501,776)        

Furniture & Equipment (107,980)       (15,899)         -                (123,879)        

Computers & Software (142,304)       (7,098)          -                (149,402)        

Total Accumulated Depreciation (664,150)       (110,907)       -                (775,057)        

Total Capital Assets, Net 1,426,901$   409,960$      -$               1,836,861$    
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NOTE 6 – LONG-TERM OBLIGATIONS 
 
In June 2018, the Academy entered into a note with Mechanics Bank for the purchase of a modular 
building in the amount of $191,980. The loan has an interest rate of 5.5% and the term of the loan is 120 
months.  The loan has a monthly payment of $2,091. Further details on the loan are below. 
 
Changes in the Academy’s long-term obligations during fiscal year 2018 were as follows: 
 

Future obligations under the loan are as follows: 
 

Fiscal Year Ending    
June 30   Amount 

2019   $    25,088 
2020   25,088 
2021   25,088 
2022   25,088 
2023  25,088 

2024-2028  123,444 

Total minimum payments   248,884 
Less: amount representing interest   (56,904) 

Present Value of future payments   $    191,980 

 
NOTE 7 – RISK MANAGEMENT 
 
The Academy is exposed to various risks of loss related to: torts, theft of, damage to, and destruction of 
assets, errors and omissions, injuries to employees, and natural disasters. During fiscal year 2018, the 
Academy contracted with Pashley Insurance Agency to provide insurance coverage with the Hanover 
Insurance Companies.  
 
 
 
 
 
 
 

 

Restated 

Balance 

6/30/2017 Additions Reductions

Balance 

6/30/2018

Due within 

One Year

Total Pension/OPEB Liability:

Net Pension Liability 4,255,131$       -$              (879,047)$   3,376,084$       -$            

Net OPEB Liability 889,667            -               (117,914)     771,753           -              

Total Pension/OPEB Liability 5,144,798         -               (996,961)     4,147,837         -              

Mechanics Bank - Loans Payable -                   191,980        -             191,980           14,824        

Total Long-Term Obligations 5,144,798$       191,980$       (996,961)$   4,339,817$       14,824$       
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NOTE 7 – RISK MANAGEMENT (Continued) 
 
Settled claims have not exceeded this commercial coverage in the past three years, nor has there been a 
reduction in coverage from the previous year.   
 

General Liability:
   Each Occurrence  $         1,000,000 
   Aggregate Limit  $         2,000,000 
   Products - Completed Operations 
   Limit
   Medical Expense Limit - Any One
   Person/Occurrence
   Damage to Rented Premises - Each  $            500,000 
   Personal and Advertising Injury  $         1,000,000 
Automobile Liability:
   Combined Single Limit  $         1,000,000 
Building 3,  $            118,000 
Business Personal Property  $            300,000 

 $         2,000,000 

 $               15,000 

 
 

NOTE 8 – PURCHASED SERVICES 
 
For the fiscal year ended June 30, 2018, purchased service expenses were as follows: 

 
Purchased Services Amount

Personnel Services $908,861

Professional Services 614,868

Property Services 84,321

Utilities 59,659

Travel & Meetings 329

Communications 24,944

Contractual Trade 201,630

Pupil Transportation 2,096

Total $1,896,708
 

NOTE 9 – DEFINED BENEFIT PENSION PLANS 
  
Net Pension Liability 
 
The net pension liability reported on the Statement of Net Position represents a liability to employees for 
pensions. Pensions are a component of exchange transactions-–between an employer and its 
employees—of salaries and benefits for employee services.  Pensions are provided to an employee—on a 
deferred-payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for pensions is a present obligation 
because it was created as a result of employment exchanges that already have occurred. 
 
 

Attachment 26: Audited Financial Statements Page 2983



FOUNDATION ACADEMY - RICHLAND COUNTY, OHIO 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2018  
 

22 

 

NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   
 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which pensions are financed; however, the 
Academy does receive the benefit of employees’ services in exchange for compensation including 
pension.  
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded 
liabilities within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must 
propose corrective action to the State legislature.  Any resulting legislative change to benefits or funding 
could significantly affect the net pension liability.   Resulting adjustments to the net pension liability 
would be effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability 
on the accrual basis of accounting.  Any liability for the contractually-required pension contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   
 
Plan Description - School Employees Retirement System (SERS) 
 
Plan Description –Academy non-teaching employees participate in SERS, a cost-sharing, multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability, and 
survivor benefits, annual cost-of-living adjustments, and death benefits to plan members and 
beneficiaries.   
 
Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  SERS issues a 
publicly available, stand-alone financial report that includes financial statements, required supplementary 
information, and detailed information about SERS’ fiduciary net position.  That report can be obtained by 
visiting the SERS website at www.ohsers.org under Employers/Audit Resources.  
 
 
Age and service requirements for retirement are as follows: 
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 

Eligible to Eligible to
Retire on or before Retire on or after
August 1, 2017 * August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 65 with 5 years of service credit Age 57 with 30 years of service credit

Actuarially Reduced Benefits Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Age 55 with 25 years of service credit Age 60 with 25 years of service credit

* Members with 25 years of service credit as of August 1, 2017, will be included in this plan.  
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on years of service; 2.2 percent for the first thirty years of service and 2.5 percent for years 
of service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
When a benefit recipient has received benefits for 12 months, an annual COLA is provided. This COLA is 
calculated on the base retirement benefit at the date of retirement and is not compounded. For those 
retiring prior to January 7, 2013, the COLA will continue to be a three percent simple annual COLA. For 
those retiring after January 7, 2013, beginning in calendar year 2019, the COLA will be based on the 
average percentage increase in the Consumer Price Index, capped at three percent. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the Academy is required to contribute 14 percent of annual covered payroll. The contribution 
requirements of plan members and employers are established and may be amended by the SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent for 
employers.  The Retirement Board, acting with the advice of the actuary, allocates the employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B 
Fund, and Health Care Fund).  For the fiscal year ended June 30, 2018, the allocation to pension, death 
benefits, and Medicare B was 14.00 percent. SERS allocated 0.5 percent of employer contributions to the 
Health Care Fund for fiscal year 2018. 
 
The Academy’s contractually required contribution to SERS was $56,135 for fiscal year 2018.  
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description –Academy licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing, multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information, and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org. 
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan, and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 
3307.  The DB plan offers an annual retirement allowance based on final average salary multiplied by a 
percentage that varies based on years of service.  Effective August 1, 2015, the calculation will be 2.2 
percent of final average salary for the five highest years of earnings multiplied by all years of service. 
Members are eligible to retire at age 60 with five years of qualifying service credit, or age 55 with 26 years 
of service, or 31 years of service regardless of age.  Age and service requirements for retirement will 
increase effective August 1, 2015, and will continue to increase periodically until they reach age 60 with 
35 years of service or age 65 with five years of service on August 1, 2026. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination 
of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.  
 
The Combined Plan offers features of both the DB Plan and the DC Plan.  In the Combined Plan, 12.0 of 
the 14.0 percent member rates goes to the DC Plan and the remaining 2.0 percent goes to the DB plan. 
Member contributions to the DC plan are allocated among investment choices by the member, and 
contributions to the DB plan from the employer and the member are used to fund the defined benefit 
payment at a reduced level from the regular DB Plan.  The defined benefit portion of the Combined Plan 
payment is payable to a member on or after age 60 with five years of services.  The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity 
after termination of employment at age 50 or later.  
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another STRS plan.  The optional annuitization of a member’s defined contribution account or the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of investment gain or loss on the account.  STRS has therefore included all three plan 
options in the GASB 68 schedules of employer allocation and pension amounts by employer.  
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit that apply for disability benefits.  Members in the DC Plan who 
become disabled are entitled only to their account balance.  If a member of the DC Plan dies before 
retirement benefits begin, the member’s designated beneficiary is entitled to receive the member’s 
account balance.  
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2018, plan members were required to contribute 14 percent of their annual covered salary. The 
Academy was required to contribute 14 percent; the entire 14 percent was the portion used to fund 
pension obligations. The fiscal year 2018 contribution rates were equal to the statutory maximum rates.  
The Academy’s contractually required contributions to STRS was $186,583 for fiscal year 2018.  
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions  

The net pension liability was measured as of June 30, 2017, and the total pension liability used to calculate 
the net pension liability was determined by an actuarial valuation as of that date. The Academy's 
proportion of the net pension liability was based on the Academy's share of contributions to the pension 
plan relative to the contributions of all participating entities.   
 
Following is information related to the proportionate share and pension expense: 
  

SERS STRS Total
Proportion of the Net Pension Liability
  Prior Measurement Date 0.01230830% 0.01002084%
Proportion of the Net Pension Liability
  Current Measurement Date 0.01250790% 0.01106606%

Change in Proportionate Share 0.00019960% 0.00104522%

Proportionate Share of the Net Pension
  Liability $747,319 $2,628,765 3,376,084$         
Pension Expense $19,973 ($979,719) ($959,746)  

 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, changes in assumptions and changes in the Academy’s proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods.  
 
The difference between projected and actual investment earnings is recognized in pension expense using 
a straight line method over a five year period beginning in the current year.  Deferred outflows and 
deferred inflows resulting from changes in sources other than differences between projected and actual 
investment earnings are amortized over the average expected remaining service lives of all members 
(both active and inactive) using the straight line method. Employer contributions to the pension plan 
subsequent to the measurement date are also required to be reported as a deferred outflow of resources.  
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
At June 30, 2018, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:    
 

 
 
  

SERS STRS Total

Deferred Outflows of Resources
Differences between expected and

  actual experience 32,165$            101,509$          133,674$          

Changes of assumptions 38,644              574,940            613,584            

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 79,851              263,018            342,869            

Academy contributions subsequent to the 

  measurement date 56,135              186,583            242,718            

Total Deferred Outflows of Resources 206,795$          1,126,050$       1,332,845$       

Deferred Inflows of Resources
Differences between expected and

  actual experience 0$                      21,187$            21,187$            

Net difference between projected and

  actual earnings on pension plan investments 3,548                 86,753              90,301              

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 0 64,043 64,043

Total Deferred Inflows of Resources 3,548$              171,983$          175,531$          
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
$242,718 reported as deferred outflows of resources related to pension resulting from Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the year ending June 30, 2019.  Other amounts reported as deferred outflows of resources and 
deferred inflows of resources related to pension will be recognized in pension expense as follows:  
 

 
 
Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment termination).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point.  The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant.  In many cases actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
  

SERS STRS Total

Fiscal Year Ending June 30:

2019 76,848$               153,607$              230,455$             

2020 74,942                 271,622                346,564               

2021 12,742                 235,263                248,005               

2022 (17,420)                106,992                89,572                 

Total 147,112$             767,484$              914,596$             
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2017, are presented below: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
COLA  or Ad Hoc COLA 2.5 percent
Investment Rate of Return 7.50 percent net of investments expense, including inflation
Actuarial Cost Method Entry Age Normal

 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection and a five year age set-back for both males and females.  Mortality among 
service retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection with Scale BB, 120 percent of male rates and 110 percent of female rates.  
Mortality among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 percent 
for male rates and 100 percent for female rates, set back five years is used for the period after disability 
retirement.  
 
The actuarial assumptions used in the June 30, 2017 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, payroll 
growth assumption and assumed real wage growth were reduced in the most recent actuarial valuation.  
The rates of withdrawal, retirement and disability updated to reflect recent experience and mortality rates 
were also updated. 
 
The long-term return expectation for the Pension Plan Investments has been determined using a building-
block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  A 
forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating a weighted averaged of the expected 
real return premiums for each asset class, adding the projected inflation rate, and adding the expected 
return from rebalancing uncorrelated asset classes. The target allocation and best estimates of arithmetic 
real rates of return for each major assets class are summarized in the following table: 
 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
International Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Stratagies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return 
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute.  Projected inflows from investment earning were calculated using the long-term assumed 
investment rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of projected 
benefits to determine the total pension liability.   
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the net pension liability calculated using the discount rate of 7.50 percent, as 
well as what each plan’s net pension liability would be if it were calculated using a discount rate that is 
one percentage point lower (6.50 percent), or one percentage point higher (8.50 percent) than the current 
rate.  

 
 
Actuarial Assumptions – STRS  

The total pension liability in the June 30, 2017, actuarial valuation was determined using the following 
actuarial assumptions, applied to all periods included in the measurement:  
 

 
 
Post-retirement mortality rates for healthy retirees are based on the RP-2014 Annuitant Mortality Table 
with 50% of rates through age 69, 70% of rates between ages 70 and 79, 90% of rates between ages 80 
and 84, and 100% of rates thereafter, projected forward generationally using mortality improvement scale 
MP-2016.  Post-retirement disabled mortality rates are based on the RP-2014 Disabled Mortality Table 
with 90% of rates for males and 100% of rates for females, projected forward generationally using 
mortality improvement scale MP-2016.  Pre-retirement mortality rates are based on RP-2014 Employee 
Mortality Table, projected forward generationally using mortality improvement scale MP-2016.Actuarial 
assumptions used in the July 1, 2017, valuation are based on the results of an actuarial experience study, 
for the period July 1, 2011 through June 30, 2016. 
 
  

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

Academy's proportionate share

  of the net pension liability $1,037,085 $747,319 $504,582
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
 

Target
Asset Class Allocation *

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 % 7.61 %

Long-Term Expected
Real Rate of Return **

 
 

*The target allocation percentage is effective as of July 1, 2017. Target weights will be phased in over a 24-month 
period concluding on July 1, 2019. 
 
** 10-Year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25% and 
does not include investment expenses. Over a 30-year period, STRS Ohio’s investment consultant indicates that the 
above target allocations should generate a return above the actuarial rate of return, without net value added by 
management.  
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2017. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate increases 
described above. For this purpose, only employer contributions that are intended to fund benefits of 
current plan members and their beneficiaries are included.   
 
Based on those assumptions, STRS’ fiduciary net position was projected to be available to make all 
projected future benefit payments to current plan members as of June 30, 2017.  Therefore, the long-
term expected rate of return on pension plan investments of 7.45 percent was applied to all periods of 
projected benefit payment to determine the total pension liability as of June 30, 2017. 
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the Academy's proportionate share of the net pension liability 
calculated using the current period discount rate assumption of 7.45 percent, as well as what the 
Academy's proportionate share of the net pension liability would be if it were calculated using a discount 
rate that is one-percentage-point lower (6.45 percent) or one-percentage-point higher (8.45 percent) than 
the current rate:  

 
 
Assumption Changes since the Prior Measurement Date 
The Retirement Board approved several changes to the actuarial assumptions in 2017. The long term 
expected rate of return was reduced from 7.75 percent to 7.45 percent, the inflation assumption was 
lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered to 3.00 percent, 
and total salary increases rate was lowered by decreasing the merit component of the individual salary 
increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy and disabled 
mortality assumptions were updated to the RP-2014 mortality tables with generational improvement 
scale MP-2016. Rates of retirement, termination and disability were modified to better reflect anticipated 
future experience. 
 
Benefit Term Changes Since the Prior Measurement Date 
Effective July 1, 2017, the COLA was reduced to zero.  
 
NOTE 10 – POSTEMPLOYMENT BENEFITS 
 
Net OPEB Liability 

 
The net OPEB liability reported on the statement of net position represents a liability to employees for 
OPEB. OPEB is a component of exchange transactions-–between an employer and its employees—of 
salaries and benefits for employee services.  OPEB are provided to an employee—on a deferred-payment 
basis—as part of the total compensation package offered by an employer for employee services each 
financial period.  The obligation to sacrifice resources for OPEB is a present obligation because it was 
created as a result of employment exchanges that already have occurred. 

 
The net OPEB liability represents the Academy’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB liability calculation is dependent on critical long-term 
variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting these estimates annually.   

 
 

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share

  of the net pension liability $3,768,247 $2,628,765 $1,668,925
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NOTE 10 – POSTEMPLOYMENT BENEFITS (continued) 
 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which OPEB are financed; however, the Academy 
does receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the liability is solely the obligation of the employer, because they benefit from employee 
services.  OPEB contributions come from these employers and health care plan enrollees which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
to benefits or funding could significantly affect the net OPEB liability. Resulting adjustments to the net 
OPEB liability would be effective when the changes are legally enforceable. The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB liability 
on the accrual basis of accounting.  Any liability for the contractually-required OPEB contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   
 
Plan Description - School Employees Retirement System (SERS) 
 
Health Care Plan Description - The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a 
cost-sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the death of a member or retiree, are eligible for SERS’ health care coverage. Most retirees and 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self-insured preferred provider 
organization for its non-Medicare retiree population. For both groups, SERS offers a self-insured 
prescription drug program. Health care is a benefit that is permitted, not mandated, by statute.  The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the 
plan selected, qualified years of service, Medicare eligibility, and retirement status.   
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NOTE 10 – POSTEMPLOYMENT BENEFITS (continued) 
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required pensions and benefits, the 
Retirement Board may allocate the remainder of the employer contribution of 14 percent of covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2018, .5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro-rated if 
less than a full year of service credit was earned. For fiscal year 2018, this amount was $23,700. Statutes 
provide that no employer shall pay a health care surcharge greater than 2 percent of that employer’s 
SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the total statewide 
SERS-covered payroll for the health care surcharge.  For fiscal year 2018, the Academy’s surcharge 
obligation was $6,545.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The Academy’s contractually required contribution to SERS 
was $8,624 for fiscal year 2018.     
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part 
B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the 
report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed 
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees, for the most recent year, pay a portion of the health care costs in the form of a monthly 
premium.  Under Ohio law, funding for post-employment health care may be deducted from employer 
contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2018, STRS did 
not allocate any employer contributions to post-employment health care.   
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB  
 
The net OPEB liability was measured as of June 30, 2017, and the total OPEB liability used to calculate the 
net OPEB liability was determined by an actuarial valuation as of that date. The Academy's proportion of 
the net OPEB liability was based on the Academy's share of contributions to the respective retirement 
systems relative to the contributions of all participating entities.  Following is information related to the 
proportionate share and OPEB expense: 
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NOTE 10 – POSTEMPLOYMENT BENEFITS (continued) 
 

 
 

At June 30, 2018, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  

 
$8,624 reported as deferred outflows of resources related to OPEB resulting from Academy contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending June 30, 2019.  Other amounts reported as deferred outflows of resources and deferred 
inflows of resources related to OPEB will be recognized in OPEB expense as follows:  
 
 
 
 
 

SERS STRS Total

Proportion of the Net Obligation Liability

  Prior Measurement Date 0.01241068% 0.01002084%

Proportion of the Net Obligation Liability

  Current Measurement Date 0.01266870% 0.01106606%

Change in Proportionate Share 0.00025802% 0.00104522%

Proportionate Share of the Net Obligation

  Liability 339,996$          431,757$          771,753$          

Pension Expense 20,632$            (123,764)$        (103,132)$        

SERS STRS Total

Deferred Outflows of Resources
Differences between expected and

  actual experience 0$                      24,924$            24,924$            

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 5,399                 47,913              53,312              

Academy contributions subsequent to the 

  measurement date 8,624                 0                        8,624                 

Total Deferred Outflows of Resources 14,023$            72,837$            86,860$            

Deferred Inflows of Resources
Changes of assumptions 32,263$            34,779$            67,042$            

Net difference between projected and

  actual earnings on pension plan investments 898                    18,454              19,352              

Total Deferred Inflows of Resources 33,161$            53,233$            86,394$            
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NOTE 10 – POSTEMPLOYMENT BENEFITS (continued) 

SERS STRS Total
Fiscal Year Ending June 30:

2019 ($9,958) $1,729 ($8,229)
2020 (9,958) 1,729 (8,229)
2021 (7,620) 1,729 (5,891)
2022 (226) 1,731 1,505
2023 0 6,343 6,343

Thereafter 0 6,343 6,343

Total ($27,762) $19,604 ($8,158)

 
 
Actuarial Assumptions - SERS 
 
The total OPEB liability is determined by SERS’ actuaries in accordance with GASB Statement No. 74, as 
part of their annual actuarial valuation for each retirement plan. Actuarial valuations of an ongoing plan 
involve estimates of the value of reported amounts (e.g., salaries, credited service) and assumptions about 
the probability of occurrence of events far into the future (e.g., mortality, disabilities, retirements, 
employment terminations). Actuarially determined amounts are subject to continual review and potential 
modifications, as actual results are compared with past expectations and new estimates are made about 
the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point. The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total OPEB liability in the latest actuarial valuation 
date of June 30, 2017, are presented below: 
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NOTE 10 – POSTEMPLOYMENT BENEFITS (continued) 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investments

expense, including inflation
Municipal Bond Index Rate:
    Measurement Date 3.56 percent
    Prior Measurement Date 2.92 percent
Single Equivalent Interest Rate, net of plan investment expense,
 including price inflation
    Measurement Date 3.63 percent
    Prior Measurement Date 2.98 percent
Medical Trend Assumption
    Medicare 5.50 to 5.00 percent
    Pre-Medicare 7.50 to 5.00 percent  

 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The most recent experience study was completed for the five year period ended June 30, 2015.  
 
The long-term expected rate of return on plan assets is reviewed as part of the actuarial five-year 
experience study. The most recent study covers fiscal years 2010 through 2015, and was adopted by the 
Board on April 21, 2016. Several factors are considered in evaluating the long-term rate of return 
assumption including long-term historical data, estimates inherent in current market data, and a log-
normal distribution analysis in which best-estimate ranges of expected future real rates of return were 
developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long-term expected rate of return, 7.50 percent, by weighting the expected future real rates 
of return by the target asset allocation percentage and then adding expected inflation. The capital market 
assumptions developed by the investment consultant are intended for use over a 10-year horizon and 
may not be useful in setting the long-term rate of return for funding pension plans which covers a longer 
timeframe. The assumption is intended to be a long-term assumption and is not expected to change 
absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental 
change in the market that alters expected returns in future years. 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 
as used in the June 30, 2015 five-year experience study, are summarized as follows: 
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NOTE 10 – POSTEMPLOYMENT BENEFITS (continued) 
 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return

 
Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2017 was 3.63 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2017 was 2.98 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be made 
from members and the System at the state statute contribution rate of 2.00 percent of projected covered 
employee payroll each year, which includes a 1.50 percent payroll surcharge and 0.50 percent of 
contributions from the basic benefits plan. Based on these assumptions, the OPEB plan’s fiduciary net 
position was projected to become insufficient to make future benefit payments during the fiscal year 
ending June 30, 2025. Therefore, the long-term expected rate of return on OPEB plan assets was used to 
present value the projected benefit payments through the fiscal year ending June 30, 2024 and the Fidelity 
General Obligation 20-year Municipal Bond Index rate of 3.56 percent, as of June 30, 2017 (i.e. municipal 
bond rate), was used to present value the projected benefit payments for the remaining years in the 
projection. The total present value of projected benefit payments from all years was then used to 
determine the single rate of return that was used as the discount rate. The projection of future benefit 
payments for all current plan members was until the benefit payments ran out. 
 
Sensitivity of the Academy's Proportionate Share of the Net OPEB Liability to Changes in the Discount 
Rate and Changes in the Health Care Cost Trend Rates  
 
The net OPEB liability is sensitive to changes in the discount rate and the health care cost trend rate. The 
following table presents the net OPEB liability of SERS, what SERS' net OPEB liability would be if it were 
calculated using a discount rate that is 1 percentage point lower (2.63%) and higher (4.63%) than the 
current discount rate (3.63%). Also shown is what SERS' net OPEB liability would be based on health care 
cost trend rates that are 1 percentage point lower (6.5% decreasing to 4.0%) and higher (8.5% decreasing 
to 6.0%) than the current rate. 
  

 
 
 
 

Current

1% Decrease Discount Rate 1% Increase

(2.63%) (3.63%) (4.63%)

Academy's proportionate share

  of the net pension liability $410,587 $339,996 $284,068
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NOTE 10 – POSTEMPLOYMENT BENEFITS (continued) 
 

 
 

Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2017, actuarial valuation are presented below:   

 
Inflation 2.50 percent
Projected salary increases 12.50 percent at age 20 to 

 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment

 expenses, including inflation
Payroll Increases 3 percent
Cost-of-Living Adjustments 0.0 percent, effective July 1, 2017
  (COLA)
Blended Discount Rate of Return 4.13 percent
Health Care Cost Trends 6 to 11 percent initial, 4.5 percent ultimate  

 
Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between 
ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality 
improvement scale MP-2016. For disabled retirees, mortality rates are based on the RP-2014 Disabled 
Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected forward 
generationally using mortality improvement scale MP-2016. 
 
Actuarial assumptions used in the June 30, 2017, valuation are based on the results of an actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 
Since the prior measurement date, the discount rate was increased from 3.26 percent to 4.13 percent 
based on the methodology defined under GASB Statement No. 74, Financial Reporting for 
Postemployment Benefit Plans Other Than Pension Plans (OPEB) and the long term expected rate of return 
was reduced from 7.75 percent to 7.45 percent. Valuation year per capita health care costs were updated, 
and the salary scale was modified. The percentage of future retirees electing each option was updated 
based on current data and the percentage of future disabled retirees and terminated vested participants 
electing health coverage were decreased. The assumed mortality, disability, retirement, withdrawal and  
 

Current

1% Decrease Trend Rate 1% Increase

(6.5 % decreasing (7.5 % decreasing (8.5 % decreasing

to 4.0%) to 5.0%) to 6.0%)

Academy's proportionate share

  of the net pension liability $275,880 $339,996 $424,851
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NOTE 10 – POSTEMPLOYMENT BENEFITS (continued) 
 
future health care cost trend rates were modified along with the portion of rebated prescription drug 
costs. 
 
Also since the prior measurement date, the subsidy multiplier for non-Medicare benefit recipients was 
reduced from 2.1 percent to 1.9 percent per year of service. Medicare Part B premium reimbursements 
were discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 2019.  Subsequent to the current measurement 
date, the date for discontinuing remaining Medicare Part B premium reimbursements was extended to 
January 2020. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.   
 
The target allocation and long-term expected rate of return for each major asset class are summarized as 
follows:  
 

Target
Asset Class Allocation

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

* 10 year annualized geometric nominal returns, which  include the 
real rate of return and inflation of 2.25 percent and does not include 
investment expenses.  Over a 30-year period, STRS' investment
consultant indicates that the above target allocations should
generate a return above the actual rate of return, without net
value added by management.

Long-Term Expected
Rate of Return *

 
 

Discount Rate The discount rate used to measure the total OPEB liability was 4.13 percent as of June 30, 
2017. The projection of cash flows used to determine the discount rate assumes STRS Ohio continues to 
allocate no employer contributions to the health care fund. Based on these assumptions, the OPEB plan’s 
fiduciary net position was not projected to be sufficient to make all projected future benefit payments of 
current plan members. The OPEB plan’s fiduciary net position was projected to become insufficient to 
make future benefit payments during the fiscal year ending June 30, 2037.  Therefore, the long-term 
expected rate of return on OPEB plan assets was used to determine the present value of the projected 
benefit payments through the fiscal year ending June 30, 2036 and the Bond Buyer 20-year municipal 
bond rate of 3.58 percent as of June 30, 2017 (i.e. municipal bond rate), was used to determine the present 
value of the projected benefit payments for the remaining years in the projection.  The total present value 
of projected benefit payments from all years was then used to determine the single rate of return that  

Attachment 26: Audited Financial Statements Page 3001



FOUNDATION ACADEMY - RICHLAND COUNTY, OHIO 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2018  
 

40 

 

NOTE 10 – POSTEMPLOYMENT BENEFITS (continued) 
 
was used as the discount rate. The blended discount rate of 4.13 percent, which represents the long-term 
expected rate of return of 7.45 percent for the funded benefit payments and the Bond Buyer 20-year 
municipal bond rate of 3.58 percent for the unfunded benefit payments, was used to measure the total 
OPEB liability as of June 30, 2017.  A blended discount rate of 3.26 percent which represents the long term 
expected rate of return of 7.75 percent for the funded benefit payments and the Bond Buyer 20-year 
municipal bond rate of 2.85 percent for the unfunded benefit payments was used to measure the total 
OPEB liability at June 30, 2016. 
 
Sensitivity of the Academy’s Proportionate Share of the Net OPEB Liability to Changes in the Discount 
and Health Care Cost Trend Rate  
 
The following table represents the net OPEB liability as of June 30, 2017, calculated using the current 
period discount rate assumption of 4.13 percent, as well as what the net OPEB liability would be if it were 
calculated using a discount rate that is one percentage point lower (3.13 percent) or one percentage point 
higher (5.13 percent) than the current assumption. Also shown is the net OPEB liability as if it were 
calculated using health care cost trend rates that are one percentage point lower or one percentage point 
higher than the current health care cost trend rates. 
 

 
 

 
 
  

Current

1% Decrease Discount Rate 1% Increase

(3.13%) (4.13%) (5.13%)

Academy's proportionate share

  of the net pension liability $579,627 $431,757 $314,891

Current

1% Decrease Trend Rate 1% Increase

Academy's proportionate share

  of the net pension liability $299,966 $431,757 $605,209
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NOTE 11 - CONTINGENCIES 
 
Grants - The Academy received financial assistance from federal and state agencies in the form of grants. 
The disbursement of funds received under these programs generally requires compliance with terms and 
conditions specified in the grant agreements and are subject to audit by the grantor agencies. Any 
disallowed claims resulting from such audits could become a liability of the Academy.  However, in the 
opinion of management, any such disallowed claims will not have a material adverse effect on the overall 
financial position of the Academy at June 30, 2018. 
 
Litigation - There are currently no matters in litigation with the Academy as defendant. 
 
Full-Time Equivalency - Academy foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  
 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE did not perform such a review on the Academy for fiscal year 2018.   
 
As of the date of this report, additional ODE adjustments for fiscal year 2018 are not finalized.  As a result, 
the impact of future FTE adjustments on the fiscal year 2018 financial statements is not determinable, at 
this time. Management believes this may result in either an additional receivable to, or a liability of, the 
Academy. 
 
In addition, the Academy’s contracts with their Sponsor and Management Company require payment 
based on revenues received from the State.  As discussed above, additional FTE adjustments for fiscal year 
2018 are not finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 2018 
financial statements, related to additional reconciliation necessary with these contracts, is not 
determinable.  Management believes this may result in either an additional receivable to, or liability of, 
the Academy.   
 
NOTE 12 - SPONSOR 
 
The Academy was approved for operation under a contract with the Ohio Council of Community Schools 
(the Sponsor) through June 30, 2018.  The contract was subsequently extended through June 30, 2021. As 
part of this contract, the Sponsor is entitled to a maximum of three percent of all revenues. Total amount 
due and paid for fiscal year 2018 was $87,344. 
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NOTE 13 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES 
 
The Academy entered into an agreement with Accel Schools, a management company, to provide legal, 
financial, and other management support services for fiscal year 2018. The agreement was for a period of 
five years beginning July 1, 2015. Management fees are calculated as 12.5% of the Academy’s State 
Revenue, plus $20,000 for managing Federal Funds. The total amount due from the Academy for the fiscal 
year ending June 30, 2018 was $384,850 and is included under “Purchased Services” on the Statement of 
Revenues, Expenses and Changes in Net Position. 
 
Also, per the management agreement there are expenses that will be billed to the Academy based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of Accel employees working 
in at the Academy and other costs related to providing education and administrative services. The total 
amount billed to the Academy inclusive of management fees during fiscal year 2018 was $2,086,937. 
 
A following table is a summary of the management company expenses during fiscal year 2018: 
 

 
 

Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro-rated based on 
full time equivalent (FTE) head count as of June 30, 2018 by each school it manages.  
 
  

Foundation Academy

Regular 
Instruction

(1100 Function 
Codes)

Special 
Instruction

(1200 Function 
Codes)

Support 
Services

(2000 Function 
Codes)

Non-Instructional 
(3000 through 
7000 Function 

Codes)

Total

Direct Expenses: 
Salaries & Wages (100 Object Codes) 1,287,965$     105,516$        302,719$        -$                     1,696,200$ 
Employees’ Benefits (200 Object Codes) 89,724            5,395              26,037            -                       121,156      
Professional & Technical Services (410 Object Codes) -                  -                  398,802          -                       398,802      
Supplies (500 Object Codes) 2,971              -                  18,672            -                       21,643        
Other Direct Costs (All Other Object Codes) (313,604)         -                  5,232              -                       (308,372)     
Indirect Expenses: 
Overhead -                  -                  372,229          -                       372,229      
  
Total Expenses 1,067,056$     110,911$        1,123,691$     -$                     2,301,658$ 
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NOTE 14 – IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES AND RESTATEMENT OF NET 
POSITION 
 
For the fiscal year ended June 30, 2018, the Academy has implemented Governmental Accounting 
Standards Board (GASB) Statement No. 75, Accounting and Financial reporting for Postemployment 
Benefits other than Pensions, GASB Statement No. 81, Irrevocable Split-Interest Agreements, GASB 
Statement No. 85, Omnibus 2017 and GASB Statement No. 86, Certain Debt Extinguishments. 
 
GASB Statement No. 75 requires recognition of the entire net postemployment benefits other than 
pensions (other postemployment benefits or OPEB) liability and a more comprehensive measure of 
postemployment benefits expense for OPEB provided to the employees of state and local governmental 
employers through OPEB plans that are administered through trusts or equivalent arrangements. The 
implementation of GASB Statement No. 75 resulted in the inclusion of net OPEB liability and OPEB expense 
components on the accrual financial statements.  See below for the effect on net position as previously 
reported. 
 
GASB Statement No. 81 requires that a government that receives resources pursuant to an irrevocable 
split-interest agreement recognize assets, liabilities, and deferred inflows of resources at the inception of 
the agreement. Furthermore, it requires that a government recognize assets representing its beneficial 
interests in irrevocable split-interest agreements that are administered by a third party, if the government 
controls the present service capacity of the beneficial interests. This Statement also requires that a 
government recognize revenue when the resources become applicable to the reporting period.  The 
implementation of GASB Statement No. 81 did not have an effect on the financial statements of the 
Academy. 
 
GASB Statement No. 85 addresses a variety of topics including issues related to blending component units, 
goodwill, fair value measurement and application, and postemployment benefits. These changes were 
incorporated in the Academy’s fiscal year 2018 financial statements; however, there was no effect on 
beginning net position.  
 
GASB Statement No. 86 addresses the reporting and disclosure requirements of certain debt 
extinguishments including in-substance defeasance transactions and prepaid insurance associated with 
debt that is extinguished. The implementation of GASB Statement No. 86 did not have an effect on the 
financial statements of the Academy. 
 

Net Position June 30, 2017 (1,216,837)$   

Adjustments:
Net OPEB liability (889,667)         
Deferred Outflow - Payments Subsequent to Measurement Date 8,236               

Restated Net Position June 30, 2017 (2,098,268)$   

 
Other than employer contributions subsequent to the measurement date, the Academy made no 
restatement for deferred inflows/outflows of resources as the information needed to generate these 
restatements was not available. 
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2018 2017 2016 2015 2014

Academy's Proportion of the Net Pension Liability 0.01250790% 0.01230830% 0.00996130% 0.0094110% 0.0094110%

Academy's Proportionate Share of the Net Pension Liability 747,319$      900,854$      568,401$      476,285$    559,642$     

Academy's Covered Payroll 383,743$      422,686$      267,951$      276,234$    269,595$     

Academy's Proportionate Share of the Net Pension Liability

as a Percentage of its Covered-Employee Payroll 194.74% 213.13% 212.13% 172.42% 207.59%

Plan Fiduciary Net Position as a Percentage of the 69.50% 62.98% 69.16% 71.70% 65.52%

Total Pension Liability

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional

 years' will be displayed as it becomes available.

The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

 
See accompanying notes to the required supplementary information. 
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2018 2017 2016 2015 2014

Academy's Proportion of the Net Pension Liability 0.01106606% 0.01002084% 0.00988215% 0.01044218% 0.01044218%

Academy's Proportionate Share of the Net Pension Liability 2,628,765$    3,354,277$    2,731,137$    2,539,900$    3,025,512$      

Academy's Covered Payroll 1,216,579$    996,557$      1,031,036$    974,662$      974,662$        

Academy's Proportionate Share of the Net Pension Liability 216.08% 336.59% 264.89% 260.59% 310.42%

as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 75.30% 68.80% 72.10% 74.70% 69.30%

Total Pension Liability

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional years'

 will be displayed as it becomes available.

The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year. 

 
See accompanying notes to the required supplementary information. 
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2018 2017 2016 2015 2014

Contractually Required Contribution 56,135$         53,724$         59,176$         35,316$         38,286$         

Contributions in Relation to the Contractually 

Required Contribution (56,135)$        (53,724)$        (59,176)$        (35,316)$        (38,286)$        

Contribution Deficiency (Excess) -$              -$              -$              -$              -$              

Academy's Covered Payroll 415,815$       383,743$       422,686$       267,951$       276,234$       

Contributions as a Percentage of

Covered Payroll 13.50% 14.00% 14.00% 13.18% 13.86%

 
 
 

2013 2012 2011 2010 2009

Contractually Required Contribution 37,312$         39,068$       43,985$       31,146$       13,230$       

Contributions in Relation to the Contractually 

Required Contribution (37,312)$        (39,068)$      (43,985)$      (31,146)$      (13,230)$      

Contribution Deficiency (Excess) -$              -$            -$            -$            -$            

Academy's Covered Payroll 269,595$       290,468$     349,920$     230,030$     134,451$     

Contributions as a Percentage of

Covered Payroll 13.84% 13.45% 12.57% 13.54% 9.84%

 
   

See accompanying notes to the required supplementary information. 
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2018 2017 2016 2015 2014

Contractually Required Contribution 186,583$     170,321$     139,518$  144,345$    126,706$     

Contributions in Relation to the Contractually 

Required Contribution (186,583)$    (170,321)$    (139,518)$ (144,345)$   (126,706)$   

Contribution Deficiency (Excess) -$            -$            -$         -$           -$            

Academy's Covered Payroll 1,332,736$  1,216,579$  996,557$  1,031,036$ 974,662$     

Contributions as a Percentage of

Covered Payroll 14.00% 14.00% 14.00% 14.00% 13.00%

 
 

2013 2012 2011 2010 2009

Contractually Required Contribution 126,706$     103,994$     98,418$    88,153$      64,271$      

Contributions in Relation to the Contractually 

Required Contribution (126,706)$    (103,994)$    (98,418)$   (88,153)$     (64,271)$     

Contribution Deficiency (Excess) -$            -$            -$         -$           -$            

Academy's Covered Payroll 974,662$     799,954$     757,062$  678,100$    494,392$     

Contributions as a Percentage of

Covered Payroll 13.00% 13.00% 13.00% 13.00% 13.00%

 
  
 
 
 

See accompanying notes to the required supplementary information. 
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2018 2017

Academy's Proportion of the Net OPEB Liability 0.01266870% 0.01241068%

Academy's Proportionate Share of the Net OPEB Liability 339,996$      353,750$            

Academy's Covered Payroll 383,743$      422,686$            

Academy's Proportionate Share of the Net OPEB Liability

as a Percentage of its Covered Payroll 88.60% 83.69%

Plan Fiduciary Net OPEB as a Percentage of the 12.46% 11.49%

Total Pension Liability

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information,

  and additional years' will be displayed as it becomes available.

The amounts presented for each fiscal year were determined as of the measurement date, 

     which is the prior fiscal year.

 
See accompanying notes to the required supplementary information. 
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2018 2017

Academy's Proportion of the Net OPEB Liability 0.01106606% 0.01002084%

Academy's Proportionate Share of the Net OPEB Liability 431,757$      535,917$      

Academy's Covered Payroll 1,216,579$    996,557$      

Academy's Proportionate Share of the Net OPEB Liability

as a Percentage of its Covered Payroll 35.49% 53.78%

Plan Fiduciary Net OPEB as a Percentage of the 47.10% 37.30%

Total Pension Liability

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information,

  and additional years' will be displayed as it becomes available.

The amounts presented for each fiscal year were determined as of the measurement date, 

     which is the prior fiscal year.

 
 

See accompanying notes to the required supplementary information. 
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2018 2017 2016 2015 2014

Contractually Required Contribution 8,624$           8,236$           6,012$           2,197$           2,078$           

Contributions in Relation to the Contractually 

Required Contribution (8,624)$          (8,236)$          (6,012)$          (2,197)$          (2,078)$          

Contribution Deficiency (Excess) -$              -$              -$              -$              -$              

Academy's Covered Payroll 415,815$       383,743$       422,686$       267,951$       276,234$       

OPEB Contributions as a Percentage of

Covered Payroll 2.07% 2.15% 1.42% 0.82% 0.75%

 
 
 

2013 2012 2011 2010 2009

Contractually Required Contribution 2,108$           1,692$        2,048$        1,222$        5,022$       

Contributions in Relation to the Contractually 

Required Contribution (2,108)$          (1,692)$       (2,048)$       (1,222)$       (5,022)$      

Contribution Deficiency (Excess) -$              -$            -$            -$            -            

Academy's Covered Payroll 269,595$       290,468$     349,920$     230,030$     134,451$    

OPEB Contributions as a Percentage of

Covered Payroll 0.78% 0.58% 0.59% 0.53% 4.49%

 
 

See accompanying notes to the required supplementary information. 
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2018 2017 2016 2015 2014

Contractually Required Contribution -$              -$              -$              -$              9,747$           

Contributions in Relation to the Contractually 

Required Contribution -$              -$              -$              -$              (9,747)$          

Contribution Deficiency (Excess) -$              -$              -$              -$              -$              

Academy's Covered Payroll 1,332,736$     1,216,579$     996,557$       1,031,036$     974,662$       

OPEB Contributions as a Percentage of

Covered Payroll 0.00% 0.00% 0.00% 0.00% 1.00%

 
 

2013 2012 2011 2010 2009

Contractually Required Contribution 9,747$           8,000$        7,571$        6,781$        4,786$       

Contributions in Relation to the Contractually 

Required Contribution (9,747)$          (8,000)$       (7,571)$       (6,781)$       (4,786)$     

Contribution Deficiency (Excess) -$              -$            -$            -$            -$          

Academy's Covered Payroll 974,662$       799,954$     757,062$     678,100$     494,392$   

OPEB Contributions as a Percentage of

Covered Payroll 1.00% 1.00% 1.00% 1.00% 1.00%

 
 
 

See accompanying notes to the required supplementary information. 
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Net Pension Liability  
 
Changes of benefit terms - SERS:  
 
There were no changes in benefit terms from the amounts reported for fiscal years 2014-2018. 
 
The following changes were made to the benefit terms in 2018 as identified: The COLA was changed from 
a fixed 3.00% to a COLA that is indexed to CPI-W not greater than 2.5% with a floor of 0% beginning 
January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has enacted a 
three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in assumptions - SERS:  
 
There were no changes in methods and assumptions used in the calculation of actuarial determined 
contributions for fiscal years 2014-2016 and 2018. For fiscal year 2018, the following changes of 
assumptions affected the total pension liability since the prior measurement date: (a) the assumed rate 
of inflation was reduced from 3.25% to 3.00%, (b) payroll growth assumption was reduced from 4.00% to 
3.50%, (c) assumed real wage growth was reduced from 0.75% to 0.50%, (d) Rates of withdrawal, 
retirement and disability were updated to reflect recent experience, (e) mortality among active members 
was updated to RP-2014 Blue Collar Mortality Table with fully generational projection and a five year age 
set-back for both males and females, (f) mortality among service retired members, and beneficiaries was 
updated to the following RP-2014 Blue Collar Mortality Table with fully generational projection with Scale 
BB, 120% of male rates, and 110% of female rates and (g) mortality among disable member was updated 
to RP-2000 Disabled Mortality Table, 90% for male rates and 100% for female rates, set back five years is 
used for the period after disability retirement (h) change in discount rate from 7.75% to 7.5%.   

 
Changes in benefit terms - STRS:  
 
There were no changes in benefit terms from the amounts reported for fiscal years 2014-2017. Effective 
for fiscal year 2018, the cost of living adjustment (COLA) was reduced to zero. 
 
Changes in assumptions - STRS:  
 
There were no changes in methods and assumptions used in the calculation of actuarial determined 
contributions for fiscal years 2014-2018.  For fiscal year 2018, the following changes of assumptions 
affected the total pension liability since the prior measurement date: (a) inflation assumption lowered 
from 2.75% to 2.50%, (b) investment return assumption lowered from 7.75% to 7.45%, (c) total salary 
increases rates lowered by decreasing the merit component of the individual salary increases, as well as 
by 0.25% due to lower inflation, (d) payroll growth assumption lowered to 3.00%, (e) updated the healthy 
and disable mortality assumption to the “RP-2014” mortality tables with generational improvement scale 
MP-2016, (f) rates of retirement, termination and disability were modified to better reflect anticipated 
future experience.  
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Net OPEB Liability  
  
Changes in Assumptions – SERS  
  
Amounts reported for fiscal year 2018 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability as presented below:  
  
Municipal Bond Index Rate: 
    Fiscal year 2018          3.56 percent 
    Fiscal year 2017         2.92 percent 
Single Equivalent Interest Rate, net of plan investment expense, 
 including price inflation 
    Fiscal year 2018          3.63 percent 
    Fiscal year 2017         2.98 percent 
  
Changes in Assumptions – STRS  
  
For fiscal year 2018, the discount rate was increased from 3.26 percent to 4.13 percent based on the 
methodology defined under GASB Statement No. 74, Financial Reporting for Postemployment Benefit 
Plans Other Than Pension Plans (OPEB) and the long term expected rate of return was reduced from 7.75 
percent to 7.45 percent. Valuation year per capita health care costs were updated, and the salary scale 
was modified. The percentage of future retirees electing each option was updated based on current data 
and the percentage of future disabled retirees and terminated vested participants electing health 
coverage were decreased. The assumed mortality, disability, retirement, withdrawal and future health 
care cost trend rates were modified along with the portion of rebated prescription drug costs.  
  
Also, for fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. 
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December 28, 2018 
 
To the Board of Directors 
Foundation Academy 
Richland County, Ohio 
1050 Wyandotte Avenue 
Mansfield, Ohio 44906 

 
 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the Foundation Academy, Richland County, 
Ohio (the “Academy”) as of and for the year ended June 30, 2018, and the related notes to the financial 
statements, which collectively comprise the Academy’s basic financial statements, and have issued our report 
thereon dated December 28, 2018, in which we noted the Academy restated their net position balance to account 
for the implementation of Governmental Accounting Standard Board (GASB) Statement No. 75, “Accounting and 
Financial reporting for Postemployment Benefits other than Pensions.” 
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the Academy's internal control 
over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of the Academy’s internal control. Accordingly, we do not express an 
opinion on the effectiveness of the Academy’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance.  
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Foundation Academy 
Independent Auditor’s Report on Internal Control over Financial Reporting  
   and on Compliance and Other Matters Based on an Audit of  
   Financial Statements Performed in Accordance with  

Government Auditing Standards 

Page 2 of 2 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified. 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Academy's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of 
our tests disclosed no instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 

 
 

 
 
 

      
 

                       Cambridge, Ohio 
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Board of Trustees 
Foundation Academy 
1050 Wyandotte Avenue 
Mansfield, Ohio 44906 
 
 
We have reviewed the Independent Auditor’s Report of the Foundation Academy, Richland 
County, prepared by Rea & Associates, Inc., for the audit period July 1, 2016 through June 30, 
2017.  Based upon this review, we have accepted these reports in lieu of the audit required by 
Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying financial 
statements and, accordingly, we are unable to express, and do not express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Foundation Academy is responsible for 
compliance with these laws and regulations. 
 
 
 
 
 
 
 
 
Dave Yost 
Auditor of State 
 
February 15, 2018  
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December 26, 2017 
 
To the Board of Directors 
Foundation Academy 
Richland County, Ohio 
1050 Wyandotte Avenue 
Mansfield, Ohio 44906 
 
 

INDEPENDENT AUDITOR'S REPORT 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Foundation Academy, Richland County, 
Ohio, (the “Academy”) as of and for the year ended June 30, 2017, and the related notes to the financial 
statements, which collectively comprise the Academy’s basic financial statements as listed in the table of 
contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the Academy’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Academy’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion 
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Foundation Academy  
Independent Auditor’s Report 
Page 2 of 3 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Academy as of June 30, 2017, and the changes in its financial position and its 
cash flows for the year then ended in accordance with accounting principles generally accepted in the 
United States of America. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis and the Schedule of the Academy's Proportionate Share of the Net Pension 
Liability, and Schedule of the Academy’s Contributions on pages 4-9, 32-33, and 34-35, respectively, be 
presented to supplement the basic financial statements. Such information, although not a part of the basic 
financial statements, is required by the Governmental Accounting Standards Board who considers it to be 
an essential part of financial reporting for placing the basic financial statements in an appropriate 
operational, economic, or historical context. We have applied certain limited procedures to the required 
supplementary information in accordance with auditing standards generally accepted in the United States 
of America, which consisted of inquiries of management about the methods of preparing the information 
and comparing the information for consistency with management’s responses to our inquiries, the basic 
financial statements, and other knowledge we obtained during our audit of the basic financial statements. 
We do not express an opinion or provide any assurance on the information because the limited procedures 
do not provide us with sufficient evidence to express an opinion or provide any assurance.  
 
Other Information 
 
Our audit was conducted for the purpose of forming an opinion on the financial statements that 
collectively comprise the Academy’s basic financial statements. The Schedule of Expenditures of Federal 
Awards, as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative 
Requirements, Cost Principles, and Audit Requirements for Federal Awards is presented for purposes of 
additional analysis and is not a required part of the basic financial statements. 
 
The Schedule of Expenditures of Federal Awards is the responsibility of management and was derived 
from and relates directly to the underlying accounting and other records used to prepare the basic 
financial statements. Such information has been subjected to the auditing procedures applied in the audit 
of the basic financial statements and certain additional procedures, including comparing and reconciling 
such information directly to the underlying accounting and other records used to prepare the basic 
financial statements or to the basic financial statements themselves, and other additional procedures in 
accordance with auditing standards generally accepted in the United States of America. In our opinion, 
the Schedule of Expenditures of Federal Awards is fairly stated, in all material respects, in relation to the 
basic financial statements as a whole. 
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Foundation Academy 
Independent Auditor’s Report 
Page 3 of 3 
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated December 26, 
2017 on our consideration of the Academy’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on internal control 
over financial reporting or on compliance. That report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the Academy’s internal control over 
financial reporting and compliance. 
 
 
 
 
 

Cambridge, Ohio 
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The discussion and analysis of the Foundation Academy’s (the “Academy”) financial performance provides 
an overall review of the Academy’s financial activities for the fiscal year ended June 30, 2017.  Readers 
should also review the basic financial statements and notes to enhance their understanding of the 
Academy’s financial performance. 
 

HIGHLIGHTS 
 
The Academy finished its tenth year of operations during fiscal year 2017 serving kindergarten through 
eighth grade. Enrollment varied during the year but ended with 388 students. 
 
Key highlights for fiscal year 2017 are as follows: 
 

 Net position increased $263,002. 

 Operating revenues accounted for $3,023,223 of the total revenues of $3,982,051. 

 Operating expenses accounted for $3,712,900 the total expenses of $3,719,049. 

 The Academy had an operating loss of $689,677 the entirety of which was alleviated by federal 
and state non-operating grants.  

 
OVERVIEW OF FINANCIAL STATEMENTS  
 
The financial report consists of three parts – required supplemental information, basic financial 
statements, and the notes to the basic financial statements. These statements are organized so the reader 
can understand the financial position of the academy. Enterprise accounting uses a flow of economic 
resource measurement focus. With this measurement focus, all assets, deferred outflows of resources, all 
liabilities, and deferred inflows of resources are included on the statement of net position. The statement 
of net position represents the statement of position of the Academy.  The statement of revenues, 
expenses, and changes in net position presents increases (e.g., revenues) and decreases (e.g. expenses) 
in net position.  The statement of cash flows reflects how the academy finances and meets its cash flow 
needs. Finally, the notes to the basic financial statements provide additional information that is essential 
to full understanding of the data provided on the basic financial statements.   
 

FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE 
 
The Academy is not required to present government-wide financial statements as the Academy is engaged 
in only business-type activities.  Therefore, no condensed financial information derived from the 
governmental-wide financial statements is included in the discussion and analysis.    
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Table 1 provides a summary of Academy’s net position for 2017 and 2016: 

2017 2016

Assets:

Current assets:

    Cash and Cash Equivalents 893,917$             651,088$             

    Accounts Receivable 162,924               20,664                 

    Intergovernmental Receivable 31,636                 75,378                 

    Prepaid Expense 43,957                 42,323                 

    Other Assets -                       5,562

     Total Current Assets 1,132,434 795,015

Noncurrent Assets:

  Capital Assets, net of Accumulated Depreciation 1,426,901 1,373,897

     Total Noncurrent assets 1,426,901            1,373,897            

Total assets 2,559,335            2,168,912            

Deferred Outflows of Resources 929,962               357,512               

Liabilities:

Current Liabilities:

     Accounts Payable, Trade 171,453               35,512                 

     Accounts Payable, Related Party 143,721               112,554               

     Accrued Expenses 39,764                 71,715                 

     Current Portion of Long-Term Debt -                       29,386                 

        Total Current Liabilities 354,938               249,167               

Noncurrent liabilities:

  Net Pension Liability 4,255,131 3,299,538

  Noncurrent Portion of Long-term Debt -                       98,708

     Total noncurrent liabilites 4,255,131 3,398,246

        Total liabilities 4,610,069            3,647,413            

Deferred Inflows of Resources 96,065 358,850

Net Position

  Invested in Capital Assets 1,426,901 1,245,803

  Unrestricted Net Position (2,643,738) (2,725,642)

    Total Net Position (1,216,837)$         (1,479,839)$         

Table 1

Net Position

 

Attachment 26: Audited Financial Statements Page 3030



FOUNDATION ACADEMY - RICHLAND COUNTY, OHIO 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED JUNE 30, 2017 - UNAUDITED 

 

 6 

FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Total net position increased $263,002. Enrollment decreased slightly in fiscal year 2017 to 388 from 392 
in fiscal year 2016. The Academy moved into its current facility (see Note 11) in 2012. This facility allows 
for significant enrollment growth. The capacity of the facility is estimated to be approximately 500 
students. Enrollment as of November 2017 was 386. 
 
Based on the analysis that was done at the time the decision was made to open the Academy, the Board 
and its management made the decision to make an investment in the future of the children of this 
community, not based on a plan that was expected to general large economic profits, but rather on a plan 
that is economically sustainable and that would generate dividends to the community in the form of 
enhanced opportunities for children and families. Resources for the necessary programs while recovering 
from the unrestricted net position deficit have come from delaying payment on invoices from the 
Academy’s management company for certain rent, management services, operating expenses and payroll 
of Academy staff. 
 
Under the standards required by GASB 68, the net pension liability equals the Academy’s proportionate 
share of each plan’s collective: 
 

1. Present value of estimated future pension benefits attributable to active and inactive employees’ 
past service  

2. Minus plan assets available to pay these benefits 
 
GASB notes that pension obligations, whether funded or unfunded, are part of the “employment 
exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, and the 
promise of a future pension.  GASB noted that the unfunded portion of this pension promise is a present 
obligation of the government, part of a bargained-for benefit to the employee, and should accordingly be 
reported by the government as a liability since they received the benefit of the exchange.  However, the 
Academy is not responsible for certain key factors affecting the balance of this liability.  In Ohio, the 
employee shares the obligation of funding pension benefits with the employer.  Both employer and  
employee contribution rates are capped by State statute.  A change in these caps requires action of both 
Houses of the General Assembly and approval of the Governor.  Benefit provisions are also determined 
by State statute.  The employee enters the employment exchange with the knowledge that the employer’s 
promise is limited not by contract but by law.  The employer enters the exchange also knowing that there  
is a specific, legal limit to its contribution to the pension system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension system as against the public employer.  State law operates 
to mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the employment exchange with notice as to the law.  The pension system is responsible for the 
administration of the plan.  
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability.  As explained above, changes in pension benefits, contribution rates, 
and return on investments affect the balance of the net pension liability, but are outside the control of 
the local government.  In the event that contributions, investment returns, and other changes are 
insufficient to keep up with required pension payments, State statute does not assign/identify the 
responsible party for the unfunded portion.  Due to the unique nature of how the net pension liability is 
satisfied, this liability is separately identified within the long-term liability section of the statement of net 
position. 
 
In accordance with GASB 68, the Academy’s statements prepared on an accrual basis of accounting 
include an annual pension expense for their proportionate share of each plan’s change in net pension 
liability not accounted for as deferred inflows/outflows.  
 
As a result of implementing GASB 68, the Academy is reporting a net pension liability and deferred 
inflows/outflows of resources related to pension on the accrual basis of accounting.   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

This space intentionally left blank. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Table 2 reflects the changes in net position for fiscal year 2017 and 2016: 
 

2017 2016

Operating Revenues:

  State Aid 3,010,550$        2,890,968$         

  Charges for Services -                       5,747                    

  Miscellaneous 12,673                97,208                 

    Total Revenues 3,023,223          2,993,923           

Operating Expenses:

  Purchased Services 3,386,269          2,922,336           

  Depreciation 115,112              77,447                 

  General Supplies 203,727              141,566               

  Other Operating Expense 7,792                   24,467                 

     Total Operating Expenses 3,712,900          3,165,816           

       Operating Loss (689,677)            (171,893)             

Nonoperating Revenues and Expenses:

  Federal and State Restricted Grants 782,315              579,071               

  Contributions 160,650              -                        

  Debt Forgiveness 15,863                26,179                 

  Interest Expense (6,149)                 (10,436)                

     Net Nonoperating Revenues and Expenses 952,679              594,814               

Change in Net Position 263,002              422,921               

Net Position, Beginning of Year (1,479,839)         (1,902,760)          

Net Position, End of Year (1,216,837)$      (1,479,839)$       

Table 2

Change in Net Position 

 
During the fiscal year the Academy received $160,650 in contributions from Accel Schools per the terms 
of the management agreement. The Academy also received a debt forgiveness for $15,863 related to the 
mortgage note. These transactions had a favorable impact on the financial standing of the Academy for 
the fiscal year.  
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BUDGETING 
 
Unlike other public schools located in the State of Ohio, community schools are not required to follow 
budgetary provision set forth in the Ohio Revised Code Chapter 5705, other than the development of a 
five-year forecast. The Academy’s contract with its sponsor also requires an annual financial plan.   
 

CAPITAL ASSETS 
 
At the end of fiscal year 2017, the Academy had $1,426,901 invested in capital assets (net of accumulated 
depreciation) for furniture, equipment, computers and building as follows:   
      

 

2017 2016 Change

Furniture & Equipment 51,023$         66,925$         (15,902)$       

Computer Equipment 8,657             10,872           (2,215)           

Building and Land 1,367,221      1,086,788      280,433        

Construction in Progress -                 209,312         (209,312)       

Total Capital Assets, Net 1,426,901$    1,373,897$    53,004$        

Capital Assets at June 30 (Net of Depreciation)

 
For further information regarding the Academy’s capital assets, refer to Note 5 of the basic financial 
statements.   
 

DEBT 
 
In June 2017, the Academy had negotiated payment of its debt on the facility and was free of outstanding 
debt as of fiscal year end.  
 
For further information regarding the Academy’s debt, refer to Note 6 to the basic financial statements. 
 

OPERATIONS 
 
Foundation Academy is a nonprofit corporation established pursuant to Ohio Revised Code Chapter 1702. 
The Academy offers education for Ohio children in grades K-8. The Academy is independent of any school 
district and is nonsectarian in its programs, admission policies, employment practices, and all other 
operations. The Academy may lease or acquire facilities as needed and contract for any services necessary 
for the operation of the Academy.   
 

REQUESTS FOR INFORMATION 
 
This financial report is designed to provide citizens, taxpayers, investors, and creditors with a general 
overview of the Academy’s finances and to show the Academy’s accountability for the money it receives.  
If you have any question concerning this report, please contact the Academy Fiscal Officer, C. David Massa, 
CPA of Massa Financial Solutions, LLC, 1050 Wyandotte Ave., Mansfield, Ohio 44906. 
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FOUNDATION ACADEMY - RICHLAND COUNTY, OHIO 

  
Statement of Net Position 

At June 30, 2017 

 
Assets:

Current Assets:

    Cash and Cash Equivalents 893,917$          

    Accounts Receivable 162,924

    Intergovernmental Receivable 31,636

    Prepaid Expense 43,957

      Total Current Assets 1,132,434

Noncurrent Assets:

  Capital Assets, net of Accumulated Depreciation 1,426,901

1,426,901

Total Assets 2,559,335         

Deferred Outflows of Resources 929,962            

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 171,453            

    Accounts Payable, Related Party 143,721            

    Accrued Expenses 39,764               

       Total Current Liabilities 354,938            

Noncurrent Liabilities:

  Net Pension Liability 4,255,131

    Total Noncurrent Liabilities 4,255,131

       Total Liabilities 4,610,069

Deferred Inflows of Resources 96,065

Net Position:

  Invested in Capital Assets 1,426,901

  Unrestricted Net Position (2,643,738)

  Total Net Position (1,216,837)$     

See Accompanying Notes to the Basic Financial Statements  
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FOUNDATION ACADEMY - RICHLAND COUNTY, OHIO  

  
Statement of Revenues, 

Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2017 

 
 

Operating Revenues:

  State Aid 3,010,550$       

  Miscellaneous 12,673

    Total Operating Revenues 3,023,223

Operating Expenses:

  Purchased Services 3,386,269

  Depreciation 115,112

  Supplies 203,727

  Other Operating Expenses 7,792

    Total Operating Expenses 3,712,900

      Operating Loss (689,677)

Non-Operating Revenues and (Expenses):

  Federal and State Restricted Grants 782,315

  Contributions 160,650            

  Debt Forgiveness 15,863               

  Interest Expense (6,149)                

    Net Non-operating Revenues and (Expenses) 952,679

Change in Net Position 263,002            

Net Position Beginning of Year (1,479,839)        

Net Position End of Year (1,216,837)$     

See Accompanying Notes to the Basic Financial Statements  
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FOUNDATION ACADEMY – RICHLAND COUNTY, OHIO  

  
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2017 
 

CASH FLOWS FROM OPERATING ACTIVITIES
State Aid Receipts 3,010,550$         
Other Operating Receipts 12,673                 
Cash Payments to Suppliers for Goods and Services (3,488,461)          

Net Cash Used For Operating Activities (465,238)              

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Federal and State Grant Receipts 854,415               

Net Cash Provided By Noncapital Financing Activities 854,415               

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Note Payable Principal Payments (112,231)              
Note Payable Interest Payments (6,149)                  
Purchase of Capital Assets (27,968)                

Net Cash Used For Capital and Related Financing Activities (146,348)              

Net Increase in Cash and Cash Equivalents 242,829               

Cash and Cash Equivalents - Beginning of the Year 651,088               
Cash and Cash Equivalents - Ending of the Year 893,917$             

See Accompanying Notes to the Basic Financial Statements

Non-Cash Transaction: The Academy received debt forgiveness in the amount of $15,863 for their

mortgage during fiscal year 2017. Also, during the fiscal year the Academy received $9,723 in

donated assets and purchased $130,426 in capital assets on account. In addition, there is a

contribution from Accel Schools for $160,650 in Accounts Receivable for forgiveness of future

management fees to account for these building improvements.

 
 
 
 
 
 
 
 
 
 
 
 
 

(Continued) 
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FOUNDATION ACADEMY – RICHLAND COUNTY, OHIO  
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2017 

(Continued) 

Reconciliation of Operating Loss to Net Cash Used For Operating Activities

Operating Loss (689,677)$         

Adjustments to Reconcile Operating Loss to Net Cash Used For Operating Activities

Depreciation 115,112            

Changes in Assets, Liabilities, and Deferred Inflows and Outflows:

(Increase) in Receivables (142,260)           

(Increase)/ Decrease in Deferred Outflows (572,450)           

Increase/ (Decrease) in Deferred Inflows (262,785)           

Increase/ (Decrease) in Net Pension Liability 955,593            

 Increase/(Decrease) in Accrued Expense (31,951)             

Increase in Accounts Payable, Trade 135,941            

(Increase) in Accounts Payable, Related Party 31,167               

(Increase)/ Decrease in Other Assets (5,562)                

 (Increase)/Decrease in Prepaid Expense 1,634                 

Net Cash Used For Operating Activities (465,238)$         

 
 
See Accompanying Notes to the Basic Financial Statements 
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NOTE 1 – DESCRIPTION OF ACADEMY 
 

The Foundation Academy (the “Academy”) is a nonprofit corporation established pursuant to Ohio 
Revised Code Chapter 1702.  The Academy offers education for Ohio children in grades K-8. The Academy 
is independent of any school district and is nonsectarian in its programs, admission policies, employment 
practices, and all other operations. The Academy may lease or acquire facilities as needed and contract 
for any services necessary for the operation of the academy.   
 
The Academy was approved for operation pursuant to Ohio Revised Code Chapter 3314 under a contract 
with Ohio Council of Community Schools (the Sponsor) as designated by the Board of Trustees of the 
University of Toledo for a period of four academic years commencing on July 1, 2012 and ending June 30, 
2017. The contract was subsequently extended through June 30, 2021. The Sponsor is responsible for 
evaluating the performance of the Academy and has the authority to deny renewal of the contract at its 
expiration or terminate the contract prior to its expiration.   
 
Ohio Revised Code Section 3314.02(E) states in part that the Academy operate under the direction of a 
Governing Board that consists of not less than five individuals who are not owners or employees, or 
immediate relatives or owners or employees of any for-profit firm that operates or manages an academy 
for the Governing Board. The Board is responsible for carrying out the provisions of the contract that 
include, but are not limited to, state-mandated provision regarding student population, curriculum, 
academic goals, performance standards, admission standards, and qualification of teachers.   
 
The Academy contracts with Accel Schools for management services including management of personnel 
and human resources, the program of instruction, marketing data management, purchasing, strategic 
planning, public relation, financial reporting, recruiting, compliance issues, budgets, contracts, and 
equipment and facilities.  The Academy is a federally recognized 501(c)(3) nonprofit corporation 
established pursuant to the Ohio Revised Code Chapter 1702. 
 

NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The financial statements of the Academy have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards 
Board (GASB) is the accepted standard-setting body for establishing governmental accounting and 
financial reporting principles.  The more significant of the Academy’s accounting policies are described 
below. 
 
Basis of Presentation - The Academy’s basic financial statements consist of a statement of net position; a 
statement of revenues, expenses, and changes in net position; and a statement of cash flows. The 
Academy uses a single enterprise presentation for its financial records.  Enterprise reporting focuses on 
the determination of operating income, changes in net position, financial position, and cash flows.   
 
Measurement Focus - The enterprise activity is accounted for using a flow of economic resources 
measurement focus. All assets, liabilities, and deferred inflows and outflows of resources associated with 
the operation of the Academy are included on the statement of net position. The statement of revenues, 
expenses, and changes in net position presents increases (e.g. revenues) and decreases (e.g. expenses) in 
net position.  The statement of cash flows reflects how the Academy finances meet its cash flow needs.
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Basis of Accounting - Basis of accounting determines when transactions are recorded in the financial 
records and reported on the financial statements. The Academy’s financial statements are prepared using 
the accrual basis of accounting. Revenue resulting from exchange transactions, in which each party gives 
and receives essentially equal value, is recorded on the accrual basis when the exchange takes place.  
Revenue resulting from nonexchange transactions, in which Academy receives value without directly 
giving equal value in return, such as grants and entitlements, are recognized in the period in which all 
eligibility requirements have been satisfied.  Eligibility requirements include timing requirements, which 
specify the period when the resources are required to be used or the period when use is first permitted, 
matching requirements, in which the Academy must provide local resources to be used for a specified 
purpose, and expenditure requirements, in which the resources are provided to the Academy on a 
reimbursement basis.  Expenses are recognized at the time they are incurred. 
  
Budgetary Process - Unlike other public schools located in the State of Ohio, community schools are not 
required to follow budgetary provision set forth in the Ohio Revised Code Chapter 5705, other than the 
development of a five-year forecast. The Academy’s contract with its sponsor also requires an annual 
financial plan.   
 
Cash and Cash Equivalents - Cash received by the Academy is reflected as “Cash and Cash Equivalents” 
on the statement of net position.  The Academy had no investments during the fiscal year ended June 30, 
2017. 
 
Prepaid Items - The Academy records payments made to vendors for services that will benefit periods 
beyond June 30, 2017, as prepaid items using the consumption method.  A current asset for the prepaid 
amount is recorded at the time of the purchase and an expense is reported in the year in which services 
are consumed. 
 
Capital Assets - The Academy’s capital assets during fiscal year 2017 consisted of a building, furniture and 
equipment, construction in progress, land, and computers and software. All capital assets are capitalized 
at cost and updated for additions and retirements during the fiscal year.  Donated capital assets are 
recorded at their acquisition value as of the date received. The Academy maintains a capitalization 
threshold of one thousand five hundred dollars. Improvements that enhance value or extend the useful 
life of the asset are capitalized. The costs of normal maintenance and repairs that do not add to the value 
of the asset or materially extend an asset’s life are not capitalized.   
 
All capital assets, except land and construction in progress, are depreciated. Improvements are 
depreciated over the remaining useful lives of the related capital assets.  Depreciation is computed using 
the straight-line method over the following useful lives:   
  

   

Description Useful Lives

Building Improvements 25-50 years

Furniture and Equipment 5-20 years

Computers and Software 5-20 years
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Net Position - Net position represents the difference between assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources.  Net position is reported as restricted when there are 
limitations imposed on their use either through the enabling legislation adopted by Academy or through 
external restrictions imposed by creditors, grantors, or laws or regulations of other governments.  The 
Academy applies restricted resources first when an expense is incurred for purposes for which both 
restricted and unrestricted net assets are available. At June 30, 2017, there is no enabling legislation 
restricted net position. Net invested in capital assets of $1,426,901 is calculated at capital assets, net of 
accumulated depreciation.  
 
Operating Revenues and Expenses - Operating revenues are those revenues that are generated directly 
from the primary activity of the Academy.  Operating expenses are necessary costs incurred to provide 
the service that is the primary activity of the Academy.  All revenues and expenses not meeting this 
definition are reported as non-operating. 
 
Deferred Inflows and Deferred Outflows of Resources - In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of resources represent a consumption of net position that applies to a future period and will not be 
recognized as an outflow of resources (expense/expenditure) until then. For the Academy, deferred 
outflows of resources are reported on the statement of net position for pension. The deferred outflows 
of resources related to pension are explained in Note 9. 

 
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. These amounts are deferred and recognized as an inflow 
of resources in the period the amounts become available. Deferred inflows of resources related to pension 
are reported on the statement of net position. (See Note 9) 
 
Pensions - For purposes of measuring the net pension liability, deferred outflows of resources and 
deferred inflows of resources related to pensions and pension expense, information about the fiduciary 
net position of the pension plans and additions to/deletions from their fiduciary net position have been 
determined on the same basis as they are reported by the pension systems. For this purpose, benefit 
payments (including refunds of employee contributions) are recognized when due and payable in 
accordance with the benefit terms. The pension systems report investments at fair value. 
 
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from those estimates.  
 
Implementation of New Accounting Principles - For the fiscal year ended June 30, 2017, the Academy has 
implemented Governmental Accounting Standards Board (GASB) Statement No. 77, Tax Abatement 
Disclosures, GASB Statement No. 78, Pensions Provided through Certain Multiple-Employer Defined 
Benefit Pension Plans, GASB Statement No. 80, Blending Requirements for Certain Component Units - an 
amendment of GASB Statement No. 14 and GASB Statement No. 82, Pension Issues - an amendment of 
GASB Statements No. 67, No. 68, and No. 73. 
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Implementation of New Accounting Principles (continued) 
 
GASB Statement No. 77 requires disclosure of tax abatement information about (1) a reporting 
government’s own tax abatement agreements and (2) those that are entered into by other governments 
and that reduce the reporting government’s tax revenues. The implementation of GASB Statement No. 
77 did not have an effect on the financial statements of the Academy.  
 
GASB Statement No. 78 amends the scope of GASB Statement No. 68 to exclude certain multiple-employer 
defined benefit pension plans provided to employees of state and local governments on the basis that 
obtaining the measurements and other information required by GASB Statement No. 68 was not feasible. 
The implementation of GASB Statement No. 78 did not have an effect on the financial statements of the 
Academy. 
 
GASB Statement No. 80 amends the blending requirements for the financial statement presentation of 
component units of all state and local governments. The additional criterion requires blending of a 
component unit incorporated as a not-for-profit corporation in which the primary government is the sole 
corporate member. The implementation of GASB Statement No. 80 did not have an effect on the financial 
statements of the Academy. 
 
GASB Statement No. 82 improves consistency in the application of pension accounting. These changes 
were incorporated in the Academy’s fiscal year 2017 financial statements; however, there was no effect 
on beginning net position. 
 

NOTE 3 - DEPOSITS 
 
Custodial credit risk is the risk that, in the event of a bank failure, the Academy’s deposits may not be 
returned.  The Academy does not have a deposit policy for custodial credit risk.  At June 30, 2017, the 
book balance was $893,917 and the bank balance of Academy’s deposits was $903,321. $330,860 of the 
bank balance was covered by federal depository insurance, while $572,462 was uninsured.  There are no 
significant statutory restrictions regarding the deposit and investment of funds by the nonprofit 
corporation.  Custodial risk is the risk that, in the event of a bank failure, the Academy deposits may not 
be returned. The Academy does not have a deposit policy for custodial risk. All bank deposits are 
collateralized with eligible securities in amounts equal to at least 105% of the carrying value of the pools 
at the Federal Reserve Banks or at member banks of the federal reserve system, in the name of the 
respective depository bank and pledged as a pool of collateral against all of the public deposits or as 
specific collateral held at the Federal Reserve Bank in the name of the Academy.  

 
NOTE 4 - RECEIVABLES 
 
The Academy had intergovernmental receivables of $31,636. These receivables represent monies due 
from Title I, Title IIA, and IDEA-B, which was not received as of June 30, 2017. At June 30, 2017, the 
Academy also had accounts receivables in the amount of $162,924. These receivables represent monies 
for contributions from the management company, which was not received as of June 30, 2017. All 
receivables are expected to be collected within one year.   
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NOTE 5 – CAPITAL ASSETS 
 
Capital asset activity for the fiscal year ended June 30, 2017, was as follows: 
 

 

NOTE 6 – LONG-TERM OBLIGATIONS 
 
In December 2009, the Academy executed a secured promissory note in the amount of $270,000. The 
proceeds were used to acquire a building for use as a school facility. The note bears interest at 7% per 
annum and matures in July 2018. Commencing July 2010, the loan was repaid in 33 equal quarterly 
installments of $9,460. The loan could be prepaid at any time without penalty. The building collateralizes 
the loan. On June 30, 2017, the Academy entered into an agreement with the note holder and paid 
$90,000 in exchange for clear title to the facility.  Interest expense incurred on this note during fiscal 2017 
was $6,149. During the fiscal year the Academy received a debt forgiveness for $15,863 related to the 
mortgage note. 
 
Changes in the Academy’s long-term obligations during fiscal year 2017 were as follows: 

 

 

Balance Balance

06/30/16 Additions Deletions 06/30/17

Capital Assets:

Land (NonDepreciable) 41,500$        -$                 -$               41,500$         

Construction in Progress (NonDepreciable) 209,312        158,394        (367,706)     -                

Building Improvements 1,371,881     367,706        -                1,739,587      

Furniture & Equipment 159,003        -                  -                159,003         

Computers & Software 141,238        9,723           -                150,961         

Total Capital Assets 1,922,934     535,823        (367,706)     2,091,051      

Less Accumulated Depreciation:

Building Improvements (326,593)       (87,273)         -                (413,866)        

Furniture & Equipment (92,079)        (15,901)         -                (107,980)        

Computers & Software (130,366)       (11,938)         -                (142,304)        

Total Accumulated Depreciation (549,038)       (115,112)       -                (664,150)        

Total Capital Assets, Net 1,373,896$   420,711$      (367,706)$   1,426,901$    

Balance 

6/30/2016 Additions Reductions

Balance 

6/30/2017

Due within 

One Year

Net Pension Liability:

STRS 2,731,137$       623,140$       -$           3,354,277$       -$            

SERS 568,401            332,453        -             900,854           -              

Total Net Pension Liability 3,299,538         955,593         -             4,255,131         -              

Tyger All Sports Boosters - Notes Payable 128,094            -               (128,094)     -                  -              

Total Long-Term Obligations 3,427,632$       955,593$       (128,094)$   4,255,131$       -$            
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NOTE 7 – RISK MANAGEMENT 
 
The Academy is exposed to various risks of loss related to: torts, theft of, damage to, and destruction of 
assets, errors and omissions, injuries to employees, and natural disasters. During fiscal year 2017, the 
Academy contracted with Pashley Insurance Agency to provide insurance coverage with the Hanover 
Insurance Companies.  
 
Settled claims have not exceeded this commercial coverage in the past three years, nor has there been a 
reduction in coverage from the previous year. 

 
General Liability:  
   Each Occurrence $  1,000,000 
   Aggregate Limit   $  2,000,000 
   Products - Completed Operations Aggregate 
   Limit 

$  2,000,000 

   Medical Expense Limit - Any One 
   Person/Occurrence 

$  15,000 

   Damage to Rented Premises - Each Occurrence $  500,000 
   Personal and Advertising Injury $  1,000,000 
Automobile Liability:  
   Combined Single Limit $  1,000,000 
Building 3, $  118,000 
Business Personal Property $  300,000 
Excess/Umbrella Liability:  
   Each Occurrence $  5,000,000 
   Aggregate Limit $  5,000,000 

 
 

NOTE 8 – PURCHASED SERVICES 
 
For the fiscal year ended June 30, 2017, purchased service expenses were as follows: 
 

Purchased Services Amount

Personnel Services $2,385,305

Professional Services 548,775

Building Services 153,003

Food Services 184,636

Sponsor Services 87,293

Other 27,257

Total $3,386,269
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NOTE 9 – DEFINED BENEFIT PENSION PLANS 
  
Net Pension Liability - The net pension liability reported on the statement of net position represents a 
liability to employees for pensions. Pensions are a component of exchange transactions—between an 
employer and its employees—of salaries and benefits for employee services.  Pensions are provided to an 
employee—on a deferred-payment basis—as part of the total compensation package offered by an 
employer for employee services each financial period.  The obligation to sacrifice resources for pensions 
is a present obligation because it was created as a result of employment exchanges that already have 
occurred. 
 
The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   
 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which pensions are financed; however, the 
Academy does receive the benefit of employees’ services in exchange for compensation including 
pension.  
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State legislature.  Any resulting legislative change to benefits or funding could 
significantly affect the net pension liability.  Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability 
on the accrual basis of accounting.  Any liability for the contractually-required pension contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   
 

School Employees Retirement System (SERS) 
 
Plan Description – Academy non-teaching employees participate in SERS, a cost-sharing multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability and 
survivor benefits, annual cost-of-living adjustments, and death benefits to plan members and 
beneficiaries.  Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  
SERS issues a publicly available, stand-alone financial report that includes financial statements, required 
supplementary information and detailed information about SERS’ fiduciary net position.  That report can 
be obtained by visiting the SERS website at www.ohsers.org under Employers/Audit Resources. 
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
School Employees Retirement System (SERS) – continued 
 
Age and service requirements for retirement are as follows: 
 

 
  
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
One year after an effective benefit date, a benefit recipient is entitled to a three percent cost-of-living 
adjustment (COLA).  This same COLA is added each year to the base benefit amount on the anniversary 
date of the benefit. 

 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the Academy is required to contribute 14 percent of annual covered payroll.  The contribution 
requirements of plan members and employers are established and may be amended by the SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent for 
employers.  The Retirement Board, acting with the advice of the actuary, allocates the employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B 
Fund, and Health Care Fund).  For the fiscal year ended June 30, 2017, the allocation to pension, death 
benefits, and Medicare B was 14 percent.  SERS did not allocate any employer contributions to the Health 
Care Fund for fiscal year 2017. 
 
The Academy’s contractually required contribution to SERS was $53,724 for fiscal year 2017. 

 
State Teachers Retirement System (STRS) 
 
Plan Description – Academy licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
 
 
 

Eligible to Retire before Eligible to Retire on or after

August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or

Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
State Teachers Retirement System (STRS) – continued 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307.  
The DB plan offers an annual retirement allowance based on final average salary multiplied by a 
percentage that varies based on years of service.  Effective August 1, 2015, the calculation was 2.2 percent 
of final average salary for the five highest years of earnings multiplied by all years of service. Members 
are eligible to retire at age 60 with five years of qualifying service credit, or at age 55 with 26 years of 
service, or 31 years of service regardless of age.  Eligibility changes will be phased in until August 1, 2026, 
when retirement eligibility for unreduced benefits will be five years of service credit and age 65, or 35 
years of service credit and at least age 60. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination 
of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
Member contributions to the DC Plan are allocated among investment choices by the member, and 
contributions to the DB Plan from the employer and the member are used to fund the defined benefit 
payment at a reduced level from the regular DB Plan. The defined benefit portion of the Combined Plan 
payment is payable to a member on or after age 60 with five years of service. The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity 
after termination of employment at age 50 or later. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another STRS plan.  The optional annuitization of a member’s defined contribution account or the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of investment gain or loss on the account.  STRS has therefore included all three plan 
options as one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance.  
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2017, plan members were required to contribute 14 percent of their annual covered salary. The 
Academy was required to contribute 14 percent; the entire 14 percent was the portion used to fund 
pension obligations.  The fiscal year 2017 contribution rates were equal to the statutory maximum rates. 
 

The Academy’s contractually required contribution to STRS was $170,321 for fiscal year 2017.  
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 

Related to Pensions - The net pension liability was measured as of June 30, 2016, and the total pension 
liability used to calculate the net pension liability was determined by an independent actuarial valuation 
as of that date. The Academy's employer allocation percentage of the net pension liability was based on 
the employer’s share of employer contributions in the pension plan relative to the total employer 
contributions of all participating employers. Following is information related to the proportionate share 
and pension expense: 
 

STRS SERS Total

Proportionate Share of the Net 

  Pension Liability $3,354,277 $900,854 $4,255,131

Proportion of the Net Pension Liability:

   Current Measurement Date 0.01002084% 0.01230830%

   Prior Measurement Date 0.00988215% 0.00996130%

Change in Proportionate Share 0.00013869% 0.00234700%

Pension Expense $201,783 $142,620 $344,403

 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, changes in assumptions and changes in the Academy’s proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods. The difference between projected and actual investment 
earnings is recognized in pension expense using a straight line method over a five year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight line method. Employer 
contributions to the pension plan subsequent to the measurement date are also required to be reported 
as a deferred outflow of resources.  
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
State Teachers Retirement System (STRS) – continued 
 

At June 30, 2017, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  

STRS SERS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience $135,531 $12,149 $147,680

Net difference between projected and

  actual earnings on pension plan investments 278,496 74,307 352,803

Changes of assumptions - 60,137 60,137

Changes in proportion and differences between

Academy contributions and proportionate

 Share of contributions 24,994      120,303 145,297

Academy contributions subsequent to the 

  measurement date 170,321    53,724 224,045

Total Deferred Outflows of Resources $609,342 $320,620 $929,962

Deferred Inflows of Resources

Changes in proportion and differences between

  Academy contributions and proportionate 

  Share of contributions 96,065$    -$            96,065$     

 
 
$224,045 reported as deferred outflows of resources related to pension resulting from Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2018.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to pension will be recognized in pension expense as follows:  

                                   

STRS SERS Total

Fiscal Year Ending June 30:

2018 39,778$      82,600$     122,378$     

2019 39,781 82,544 122,325

2020 146,650 80,390 227,040

2021 116,747 21,362 138,109

Total 342,956$    266,896$    609,852$     
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – SERS - SERS’ total pension liability was determined by their actuaries in accordance 
with GASB Statement No. 67, as part of their annual actuarial valuation for each defined benefit 
retirement plan.  Actuarial valuations of an ongoing plan involve estimates of the value of reported 
amounts (e.g., salaries, credited service) and assumptions about the probability of occurrence of events 
far into the future (e.g., mortality, disabilities, retirements, employment termination).  Actuarially 
determined amounts are subject to continual review and potential modifications, as actual results are 
compared with past expectations and new estimates are made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point.  The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant.  In many cases actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2016, are presented below: 
 

 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection and a five year age set-back for both males and females.  Mortality among 
service retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection with Scale BB, 120 percent of male rates and 110 percent of female rates.  
Mortality among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 percent 
for male rates and 100 percent for female rates, set back five years is used for the period after disability 
retirement.  
 
The actuarial assumptions used in the June 30, 2016 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, payroll 
growth assumption and assumed real wage growth were reduced in the June 30, 2016 actuarial valuation.  
The rates of withdrawal, retirement and disability updated to reflect recent experience and mortality rates 
were also updated. 
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – SERS (continued) 
 
The long-term return expectation for the Pension Plan Investments has been determined by using a 
building-block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating an arithmetic weighted average of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the expected return from rebalancing uncorrelated asset classes. The target allocation and best estimates 
of arithmetic real rates of return for each major assets class are summarized in the following table: 

 

 
 

Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute.  Projected inflows from investment earnings were calculated using the long-term assumed 
investment rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of projected 
benefits to determine the total pension liability.   
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the Academy’s proportionate share of the net pension liability calculated 
using the discount rate of 7.50 percent, as well as what each plan’s net pension liability would be if it were 
calculated using a discount rate that is one percentage point lower (6.50 percent), or one percentage 
point higher (8.50 percent) than the current rate. 

Current

1% Decrease Discount Rate 1% Increase

6.50% 7.50% 8.50%

Academy's proportionate share

  of the net pension liability $1,192,675 $900,854 $656,588
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – STRS - The total pension liability in the June 30, 2016, actuarial valuation was 
determined using the following actuarial assumptions, applied to all periods included in the 
measurement 
 

 
Mortality rates were based on the RP-2000 Combined Mortality Table (Projection 2022—Scale AA) for 
Males and Females.  Males’ ages are set-back two years through age 89 and no set-back for age 90 and 
above.  Females younger than age 80 are set back four years, one year set back from age 80 through 89 
and no set back from age 90 and above.   

 
Actuarial assumptions used in the June 30, 2016, valuation are based on the results of an actuarial 
experience study, effective July 1, 2012. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
 

 
 

*10-year annualized geometric nominal returns, which include the real rate of return and inflation of 2.50 
percent and does not include investment expenses. The total fund long-term expected return reflects 
diversification among the asset classes and therefore is not a weighted average return of the individual 
asset classes.  
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Discount Rate The discount rate used to measure the total pension liability was 7.75 percent as of June 
30, 2016. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate increases 
described above. For this purpose, only employer contributions that are intended to fund benefits of 
current plan members and their beneficiaries are included.  Projected employer contributions that are 
intended to fund the service costs of future plan members and their beneficiaries, as well as projected 
contributions from future plan members, are not included.  Based on those assumptions, STRS’ fiduciary 
net position was projected to be available to make all projected future benefit payments to current plan 
members as of June 30, 2016.  Therefore, the long-term expected rate of return on pension plan 
investments of 7.75 percent was applied to all periods of projected benefit payment to determine the 
total pension liability as of June 30, 2016. 
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the Academy's proportionate share of the net pension liability as of 
June 30, 2016, calculated using the current period discount rate assumption of 7.75 percent, as well as 
what the Academy's proportionate share of the net pension liability would be if it were calculated using a 
discount rate that is one-percentage-point lower (6.75 percent) or one-percentage-point higher (8.75 
percent) than the current rate: 

Current

1% Decrease Discount Rate 1% Increase

(6.75%) (7.75%) (8.75%)

Academy's proportionate share

  of the net pension liability $4,457,562 $3,354,277 $2,423,592

 
 
Changes Between Measurement Date and Report Date  In March 2017, the STRS Board adopted certain 
assumption changes which will impact their annual actuarial valuation prepared as of June 30, 2017.  The 
most significant change is a reduction in the discount rate from 7.75 percent to 7.45 percent.  In April 
2017, the STRS Board voted to suspend cost of living adjustments granted on or after July 1, 
2017.  Although the exact amount of these changes is not known, the overall decrease to Academy’s net 
pension liability is expected to be significant.  

 
NOTE 10 – POSTEMPLOYMENT BENEFITS 
 
School Employees Retirement System (SERS) 
 
Health Care Plan Description - The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non-certificated retirees and their beneficiaries.  For GASB 45 purposes, this plan is considered a 
cost-sharing, multiple-employer, defined benefit other postemployment benefit (OPEB) plan.  The Health 
Care Plan includes hospitalization and physicians’ fees through several types of plans including HMO’s, 
PPO’s, Medicare Advantage, and traditional indemnity plans as well as a prescription drug program. The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
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NOTE 10 – POSTEMPLOYMENT BENEFITS 
 
School Employees Retirement System (SERS) 

 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Health care is financed through a combination of employer contributions and 
retiree premiums, copays and deductibles on covered health care expenses, investment returns, and any 
funds received as a result of SERS’ participation in Medicare programs. Active employee members do not 
contribute to the Health Care Plan.  Retirees and their beneficiaries are required to pay a health care 
premium that varies depending on the plan selected, the  number of qualified years of service, Medicare 
eligibility and retirement status. 
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required basic benefits, the Retirement Board 
allocates the remainder of the employer contribution of 14 percent of covered payroll to the Health Care 
Fund. For fiscal year 2017, SERS did not allocate any employer contributions to the Health Care fund.   In 
addition, employers pay a surcharge for employees earning less than an actuarially determined minimum 
compensation amount, pro-rated according to service credit earned. For fiscal year 2017, this amount was 
$23,500.  Statutes provide that no employer shall pay a health care surcharge greater than 2 percent of 
that employer’s SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the 
total statewide SERS-covered payroll for the health care surcharge. For fiscal year 2017, the Academy’s 
surcharge obligation was $6,012. 
 
For fiscal years 2016 and 2017, SERS did not allocate employer contributions to the Health Care fund.  The 
Academy’s contributions for health care for the fiscal year ended June 30, 2015, was $2,197. The full 
amount has been contributed for fiscal year 2015. 
 
State Teachers Retirement Systems (STRS) 

 
Plan Description – The Academy  participates in the cost-sharing multiple-employer defined benefit 
Health Plan administered by the State Teachers Retirement System of Ohio (STRS) for eligible retirees who 
participated in the defined benefit or combined pension plans offered by STRS.  Ohio law authorizes STRS 
to offer this plan.  Benefits include hospitalization, physicians’ fees, prescription drugs and reimbursement 
of monthly Medicare Part B premiums.  The Plan is included in the report of STRS which can be obtained 
by visiting www.strsoh.org or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS Ohio to offer the Plan and gives the 
Retirement Board authority over how much, if any, of the health care costs will be absorbed by STRS.  
Active employee members do not contribute to the Health Care Plan.  All benefit recipients, for the most 
recent year, pay a monthly premium.  Under Ohio law, funding for post-employment health care may be 
deducted from employer contributions.  For fiscal years 2017, 2016 and 2015, STRS did not allocate any 
employer contributions to post-employment health care; therefore, the Academy did not contribute to 
health care in the last three fiscal years. 
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NOTE 11 - CONTINGENCIES 
 
Grants - The Academy received financial assistance from federal and state agencies in the form of grants. 
The disbursement of funds received under these programs generally requires compliance with terms and 
conditions specified in the grant agreements and are subject to audit by the grantor agencies. Any 
disallowed claims resulting from such audits could become a liability of the Academy.  However, in the 
opinion of management, any such disallowed claims will not have a material adverse effect on the overall 
financial position of the Academy at June 30, 2017. 
 
Litigation - There are currently no matters in litigation with the Academy as defendant. 
 
Full-Time Equivalency - Academy foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  
 

Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE did not perform such a review on the Academy for fiscal year 2017.   
 
As of the date of this report, additional ODE adjustments for fiscal year 2017 are not finalized.  As a result, 
the impact of future FTE adjustments on the fiscal year 2017 financial statements is not determinable, at 
this time. Management believes this may result in either an additional receivable to, or a liability of, the 
Academy. 
 
In addition, the Academy’s contracts with their Sponsor and Management Company require payment 
based on revenues received from the State.  As discussed above, additional FTE adjustments for fiscal year 
2017 are not finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 2017 
financial statements, related to additional reconciliation necessary with these contracts, is not 
determinable.  Management believes this may result in either an additional receivable to, or liability of, 
the Academy.   

 
NOTE 12 - SPONSOR 
 
The Academy was approved for operation under a contract with the Ohio Council of Community Schools 
(the Sponsor) through June 30, 2017.  The contract was subsequently extended through June 30, 2021. As 
part of this contract, the Sponsor is entitled to a maximum of three percent of all revenues. Total amount 
due and paid for fiscal year 2017 was $87,293. 
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NOTE 13 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES 
 
The Academy entered into an agreement with Accel Schools, a management company, to provide legal, 
financial, and other management support services for fiscal year 2017. The agreement was for a period of 
five years beginning July 1, 2015. Management fees are calculated as 12.5% of the Academy’s State 
Revenue, plus $20,000 for managing Federal Funds. The total amount due from the Academy for the fiscal 
year ending June 30, 2017 was $384,162 and is included under “Purchased Services” on the Statement of 
Revenues, Expenses and Changes in Net Position. 
 
Also per the management agreement there are expenses that will be billed to the Academy based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of Accel employees working 
in at the Academy and other costs related to providing education and administrative services. The total 
amount billed to the Academy inclusive of management fees during fiscal year 2017 was $2,740,943. 
 
A following table is a summary of the management company expenses during fiscal year 2017: 
 

 
 
Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro-rated based on 
full time equivalent (FTE) head count as of June 30, 2017 by each school it manages.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Regular Instruction

(1100 Function 

Codes)

Special Instruction

(1200 Function 

Codes)

Support Services

(2000 Function 

Codes)

Total

1100 1200 2000

Direct Expenses: 

Salaries & Wages (100 Object Codes) 100 1,224,920$             110,831$                313,970$                1,649,722$             

Employees’ Benefits (200 Object Codes) 200 437,840$                38,774$                  88,535$                  565,149$                

Professional & Technical Services (410 Object Codes) 410 25,709$                  25,709$                  

Communications (440 Object Codes) 440 2,990$                    2,990$                    

Other Supplies (510 Object Codes) 510 4,570$                    13,478$                  18,048$                  

Total Direct Expenses 1,667,330$             149,604$                444,683$                2,261,618$             

Indirect Expenses:  

Overhead 46,161$                  46,161$                  

  

Total Expenses 1,667,330$             149,604$                490,844$                2,307,779$             

Attachment 26: Audited Financial Statements Page 3056



FOUNDATION ACADEMY - RICHLAND COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE ACADEMY’S PROPORTIONATE SHARE OF NET PENSION LIABILITY 

SCHOOL EMPLOYER’S RETIREMENT SYSTEM OF OHIO 
LAST FOUR FISCAL YEARS (1) 

 

 32 

2017 2016 2015 2014

Academy's Proportion of the Net Pension Liability 0.01230830% 0.00996130% 0.0094110% 0.0094110%

Academy's Proportionate Share of the Net Pension Liability 900,854$      568,401$      476,285$    559,642$     

Academy's Covered Payroll 422,686$      267,951$      276,234$    269,595$     

Academy's Proportionate Share of the Net Pension Liability

as a Percentage of its Covered-Employee Payroll 213.13% 212.13% 172.42% 207.59%

Plan Fiduciary Net Position as a Percentage of the 62.98% 69.16% 71.70% 65.52%

Total Pension Liability

(1) Information prior to 2014 is not available

The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

School Employees Retirement System (SERS)

Changes of Benefit Terms: None. 

· Discount rate from 7.75% to 7.50%

· Assumed rate of inflation from 3.25% to 3.00%

· Payroll growth assumption from 4.00% to 3.50%

· Assumed real wage growth from 0.75% to 0.50%

Notes:

Changes of Assumptions: Amounts reported in 2017 reflect an adjustment of the rates of withdrawal, retirement and 

disability to more closely reflect actual experience and the expectation of retired life mortality was based on RP-2014 

Blue Collar Mortality Tables and RP-2000 Disabled Mortality Table. The following reductions were also made to the 

actuarial assumptions:
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2017 2016 2015 2014

Academy's Proportion of the Net Pension Liability 0.01002084% 0.00988215% 0.01044218% 0.01044218%

Academy's Proportionate Share of the Net Pension Liability 3,354,277$    2,731,137$    2,539,900$    3,025,512$      

Academy's Covered Payroll 996,557$      1,031,036$    974,662$      974,662$        

Academy's Proportionate Share of the Net Pension Liability 336.59% 264.89% 260.59% 310.42%

as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 68.80% 72.10% 74.70% 69.30%

Total Pension Liability

(1) Information prior to 2014 is not available.

The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year. 
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2017 2016 2015 2014 2013

Contractually Required Contribution 53,724$         59,176$         35,316$         38,286$         37,312$         

Contributions in Relation to the Contractually 

Required Contribution (53,724)$        (59,176)$        (35,316)$        (38,286)$        (37,312)$        

Contribution Deficiency (Excess) -$              -$              -$              -$              -$              

Academy's Covered Payroll 383,743$       422,686$       267,951$       276,234$       269,595$       

Contributions as a Percentage of

Covered Payroll 14.00% 14.00% 13.18% 13.86% 13.84%

 
 
 

2012 2011 2010 2009 2008

Contractually Required Contribution 39,068$       43,985$       31,146$       13,230$       8,663$        

Contributions in Relation to the Contractually 

Required Contribution (39,068)$      (43,985)$      (31,146)$      (13,230)$      (8,663)$       

Contribution Deficiency (Excess) -$            -$            -$            -$            -$            

Academy's Covered Payroll 290,468$     349,920$     230,030$     134,451$     88,218$       

Contributions as a Percentage of

Covered Payroll 13.45% 12.57% 13.54% 9.84% 8.82%
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2017 2016 2015 2014 2013

Contractually Required Contribution 170,321$     139,518$   144,345$     126,706$     126,706$     

Contributions in Relation to the Contractually 

Required Contribution (170,321)$    (139,518)$  (144,345)$    (126,706)$    (126,706)$    

Contribution Deficiency (Excess) -$            -$          -$            -$            -$            

Academy's Covered Payroll 1,216,579$  996,557$   1,031,036$  974,662$     974,662$     

Contributions as a Percentage of

Covered Payroll 14.00% 14.00% 14.00% 13.00% 13.00%

 
 

2012 2011 2010 2009 2008

Contractually Required Contribution 103,994$     98,418$       88,153$         64,271$       37,268$       

Contributions in Relation to the Contractually 

Required Contribution (103,994)$    (98,418)$      (88,153)$        (64,271)$      (37,268)$      

Contribution Deficiency (Excess) -$            -$            -$              -$            -$            

Academy's Covered Payroll 799,954$     757,062$     678,100$       494,392$     286,677$     

Contributions as a Percentage of

Covered Payroll 13.00% 13.00% 13.00% 13.00% 13.00%
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December 26, 2017 
 
To the Board of Directors 
Foundation Academy 
Richland County, Ohio 
1050 Wyandotte Avenue 
Mansfield, Ohio 44906 

 
 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the Foundation Academy, Richland County, 
Ohio (the “Academy”) as of and for the year ended June 30, 2017, and the related notes to the financial 
statements, which collectively comprise the Academy’s basic financial statements, and have issued our report 
thereon dated December 26, 2017. 
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the Academy's internal control 
over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of the Academy’s internal control. Accordingly, we do not express an 
opinion on the effectiveness of the Academy’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance.  
 
 
 
 
 
 
 
 

Attachment 26: Audited Financial Statements Page 3061



37 
 

Foundation Academy 
Independent Auditor’s Report on Internal Control over Financial Reporting  
   and on Compliance and Other Matters Based on an Audit of  
   Financial Statements Performed in Accordance with  

Government Auditing Standards 

Page 2 of 2 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified. 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Academy's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of 
our tests disclosed no instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 

 
 
 
 
 

Cambridge, Ohio 
 

Attachment 26: Audited Financial Statements Page 3062



 

38 
 

 
 
 
 
 
December 26, 2017 
 
To the Board of Directors 
Foundation Academy 
Richland County, Ohio 
1050 Wyandotte Avenue 
Mansfield, Ohio 44906 

 
Independent Auditor’s Report on Compliance for Each Major Federal  

Program and Report on Internal Control over Compliance  
Required by the Uniform Guidance 

 
Report on Compliance for Each Major Federal Program 
 
We have audited the Foundation Academy’s, Richland County, Ohio (the “Academy”) compliance with 
the types of compliance requirements described in the OMB Compliance Supplement that could have a 
direct and material effect on each of the Academy’s major federal programs for the year ended June 30, 
2017. The Academy’s major federal programs are identified in the summary of auditor’s results section of 
the accompanying schedule of findings and questioned costs. 
 
Management’s Responsibility 
 
Management is responsible for compliance with federal statutes, regulations, and the terms and conditions 
of its federal awards applicable to its federal programs. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on compliance for each of the Academy’s major federal 
programs based on our audit of the types of compliance requirements referred to above. We conducted 
our audit of compliance in accordance with auditing standards generally accepted in the United States of 
America; the standards applicable to financial audits contained in Government Auditing Standards, issued 
by the Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of 
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit 
Requirements for Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance 
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance 
with the types of compliance requirements referred to above that could have a direct and material effect 
on a major federal program occurred. An audit includes examining, on a test basis, evidence about the 
Academy’s compliance with those requirements and performing such other procedures as we considered 
necessary in the circumstances. 
 
We believe that our audit provides a reasonable basis for our opinion on compliance for each major 
federal program. However, our audit does not provide a legal determination of the Academy’s 
compliance. 
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Independent Auditor’s Report on Compliance for Each Major Federal Program and 

Report on Internal Control over Required by the Uniform Guidance 
Page 2 of 2 
 
Opinion on Each Major Federal Program 
 
In our opinion, the Academy complied, in all material respects, with the types of compliance requirements 
referred to above that could have a direct and material effect on each of its major federal programs for the 
year ended June 30, 2017. 
 
Report on Internal Control over Compliance 
 
Management of the Academy is responsible for establishing and maintaining effective internal control 
over compliance with the types of compliance requirements referred to above. In planning and performing 
our audit of compliance, we considered the Academy’s internal control over compliance with the types of 
requirements that could have a direct and material effect on each major federal program to determine the 
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on 
compliance for each major federal program and to test and report on internal control over compliance in 
accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on the 
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the 
effectiveness of the Academy’s internal control over compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a 
federal program on a timely basis. A material weakness in internal control over compliance is a 
deficiency, or combination of deficiencies, in internal control over compliance, such that there is a 
reasonable possibility that material noncompliance with a type of compliance requirement of a federal 
program will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in 
internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over 
compliance with a type of compliance requirement of a federal program that is less severe than a material 
weakness in internal control over compliance, yet important enough to merit attention by those charged 
with governance. 
 
Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over 
compliance that might be material weaknesses or significant deficiencies. We did not identify any 
deficiencies in internal control over compliance that we consider to be material weaknesses. However, 
material weaknesses may exist that have not been identified. 
 
The purpose of this report on internal control over compliance is solely to describe the scope of our 
testing of internal control over compliance and the results of that testing based on the requirements of the 
Uniform Guidance. Accordingly, this report is not suitable for any other purpose. 
 

 
 
 

Cambridge, Ohio 
 

Attachment 26: Audited Financial Statements Page 3064



CFDA # Grant Year Expenses
Total Provided to 

Subrecipients

U. S. Department of Education

Passed Through Ohio Department of Education:

Title I 84.010 2017 371,510$           -$                       

Special Education Cluster:
IDEA Part B 84.027 2017 76,623               -                         

Total Special Education Cluster 76,623               -                         

Title II-A Improving Teacher Quality 84.367 2017 76,219               -                         

Total U.S. Department of Education 524,352             -                         

U. S. Department of Agriculture

Passed Through the Ohio Department of Education:

Child Nutrition Cluster:
Cash Assistance:

School Breakfast Program 10.553 2017 67,100               -                         
National School Lunch Program 10.555 2017 185,980             -                         
Total Child Nutrition Cluster 253,080             -                         

Total U.S. Department of Agriculture 253,080             -                         

TOTAL FEDERAL FINANCIAL ASSISTANCE 777,432$           -$                       

FOUNDATION ACADEMY
RICHLAND COUNTY, OHIO

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2017

Federal Grantor/ Pass-Through Grantor/ Program Title

The accompanying notes are an integral part of this schedule.
40Attachment 26: Audited Financial Statements Page 3065



NOTE A - BASIS OF PRESENTATION

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

NOTE C - TRANSFERS

CFDA Number / Grant Title Grant Year Transfer Out Transfer In
84.010 Title I 2016 87,365$             
84.010 Title I 2017 87,365$                 
84.367 Title II-A Improving Teacher Quality 2016 37,360               
84.367 Title II-A Improving Teacher Quality 2017 37,360                   
84.027 Special Education IDEA Part B 2016 32,312               
84.027 Special Education IDEA Part B 2017 32,312                   

157,037$           157,037$               

NOTE D - CHILD NUTRITION CLUSTER

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2017

The accompanying Schedule of Expenditures of Federal Awards (the Schedule) includes the federal award activity of Foundation Academy,
Richland County, Ohio (the Academy) under programs of the federal government for the year ended June 30, 2017. The information on this
Schedule is prepared in accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Because the Schedule presents only a selected
portion of the operations of the Academy, it is not intended to and does not present the financial position, changes in net position, or cash flows of
the Academy. 

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures are recognized following the cost
principles contained in the Uniform Guidance, wherein certain types of expenditures may or may not be allowable or may be limited as to
reimbursement. The Academy has elected not to use the 10-percent de minimus indirect cost rate as allowed under the Uniform Guidance.

2 CFR 200.510(B)(6)

The Academy commingles cash receipts from the U.S. Department of Agriculture with similar State Grants. When reporting expenditures on this
Schedule, the Academy assumes it expends federal monies first. 

The Academy generally must spend Federal assistance within 15 months of receipt. However, with Ohio Department of Education (ODE) approval,
an Academy can transfer (carryover) unspent Federal assistance to the succeeding year, thus allowing the Academy a total of 27 months to spend
the assistance. During fiscal year 2017, the ODE authorized the following transfers:

FOUNDATION ACADEMY
RICHLAND COUNTY, OHIO
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FOUNDATION ACADEMY 
RICHLAND COUNTY, OHIO 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
2 CFR §200.515 
JUNE 30, 2017 

 

1.  SUMMARY OF AUDITOR'S RESULTS 

 

(d) (1) (i) 
 

Type of Financial Statement 
Opinion 

Unmodified 
 

(d) (1) (ii) 
 

Were there any material weaknesses in 
internal control reported at the financial 
statement level (GAGAS)? 

 
No 
 

(d) (1) (ii) 
 

Were there any significant deficiencies in 
internal control reported at the financial 
statement level (GAGAS)? 

 
No 
 

(d) (1) (iii) 
 

Was there any reported material 
noncompliance at the financial statement 
level (GAGAS)? 

 
No 
 

(d) (1) (iv) 
 

Were there any material weaknesses in 
internal control reported for major federal 
programs? 

 
No 
 

(d) (1) (iv) 
 

Were there any significant deficiencies in 
internal control reported for major federal 
programs? 

 
No 
 

(d) (1) (v) 
 

Type of Major Programs’ Compliance 
Opinion 

 
Unmodified 

(d) (1) (vi) 
 

Are there any reportable findings under 2 
CFR § 200.516(a)? 

 
No 
 

(d) (1) (vii) 
 
 

Major Programs (list): 
 
Title I 

 
 
CFDA # 84.010 
 

(d) (1) (viii) 
Dollar Threshold: Type A/B Programs Type A: > $750,000 

Type B: All others 

(d) (1) (ix) Low Risk Auditee under 2 CFR §200.520? No 

 
 

2.   FINDINGS RELATED TO THE FINANCIAL STATEMENTS 
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS 

   
None were noted. 
 

3.   FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS 

 
None were noted. 
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         Efficient         Effective         Transparent 

 

 

 
 
 
Board of Directors 
Hope Academy Northcoast Campus 
4310 East 71st Street 
Cleveland, Ohio  44105 
 
 
We have reviewed the Independent Auditor’s Report of the Hope Academy Northcoast Campus, 
Cuyahoga County, prepared by Charles E. Harris & Associates, Inc., for the audit period July 1, 
2018 through June 30, 2019.  Based upon this review, we have accepted these reports in lieu of 
the audit required by Section 117.11, Revised Code.  The Auditor of State did not audit the 
accompanying financial statements and, accordingly, we are unable to express, and do not 
express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Hope Academy Northcoast Campus is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
March 18, 2020  
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Rockefeller Building 

614 W Superior Ave Ste 1242 

Cleveland OH  44113-1306 

Charles E. Harris & Associates, Inc.    Office phone - (216) 575-1630 

Certified Public Accountants      Fax - (216) 436-2411 

 

 

INDEPENDENT AUDITOR’S REPORT 

 

 

Hope Academy Northcoast Campus 

Cuyahoga County  

4310 East 71st Street 

Cleveland, Ohio 44105 

 

To the Board of Directors: 

 

Report on the Financial Statements 

 

We have audited the accompanying financial statements of the Hope Academy Northcoast Campus, 

Cuyahoga County, Ohio (the School), as of and for the year ended June 30, 2019, and the related notes to 

the financial statements, which collectively comprise the School’s basic financial statements as listed in 

the table of contents.   

 

Management’s Responsibility for the Financial Statements 

 

Management is responsible for the preparation and fair presentation of these financial statements in 

accordance with accounting principles generally accepted in the United States of America; this includes 

the design, implementation, and maintenance of internal control relevant to the preparation and fair 

presentation of financial statements that are free from material misstatement, whether due to fraud or 

error. 

 

Auditor's Responsibility 

 

Our responsibility is to express an opinion on these financial statements based on our audit. We 

conducted our audit in accordance with auditing standards generally accepted in the United States of 

America and the standards applicable to financial audits contained in Government Auditing Standards, 

issued by the Comptroller General of the United States. Those standards require that we plan and perform 

the audit to obtain reasonable assurance about whether the financial statements are free from material 

misstatement.  

 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 

the financial statements. The procedures selected depend on the auditor’s judgment, including the 

assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 

In making those risk assessments, the auditor considers internal control relevant to the School’s 

preparation and fair presentation of the financial statements in order to design audit procedures that are 

appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 

the School's internal control. Accordingly, we express no such opinion. An audit also includes evaluating 

the appropriateness of accounting policies used and the reasonableness of significant accounting estimates 

made by management, as well as evaluating the overall presentation of the financial statements. 

 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 

our audit opinion.   
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Hope Academy Northcoast Campus 

Cuyahoga County 

Independent Auditor’s Report 

Page 2 

 

 

Opinion 

 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 

financial position of the Hope Academy Northcoast Campus, Cuyahoga County, Ohio, as of June 30, 

2019, and the changes in financial position and cash flows thereof, for the year then ended in accordance 

with accounting principles generally accepted in the United States of America.  

 

Other Matters 

 

Required Supplementary Information  

 

Accounting principles generally accepted in the United States of America require that the management’s 

discussion and analysis, and schedules of net pension liabilities, other postemployment benefit 

liabilities/assets, and pension and other postemployment benefit contributions listed in the table of 

contents, be presented to supplement the basic financial statements. Such information, although not a part 

of the basic financial statements, is required by the Governmental Accounting Standards Board, who 

considers it to be an essential part of financial reporting for placing the basic financial statements in an 

appropriate operational, economic, or historical context. We have applied certain limited procedures to 

the required supplementary information in accordance with auditing standards generally accepted in the 

United States of America, which consisted of inquiries of management about the methods of preparing the 

information and comparing the information for consistency with management’s responses to our 

inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic 

financial statements.  We do not express an opinion or provide any assurance on the information because 

the limited procedures do not provide us with sufficient evidence to express an opinion or provide any 

assurance. 

 

Other Reporting Required by Government Auditing Standards 

 

In accordance with Government Auditing Standards, we have also issued our report dated January 21, 

2020, on our consideration of the School’s internal control over financial reporting and our tests of its 

compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters.  

The purpose of that report is solely to describe the scope of our testing of internal control over financial 

reporting and compliance, and the results of that testing, and not to provide an opinion on the 

effectiveness of the School’s internal control over financial reporting or on compliance. That report is an 

integral part of an audit performed in accordance with Government Auditing Standards in considering the 

School’s internal control over financial reporting and compliance.  

 

 

 
Charles E. Harris & Associates, Inc. 
January 21, 2020 

Attachment 26: Audited Financial Statements Page 3076



HOPE ACADEMY NORTHCOAST CAMPUS 
CUYAHOGA COUNTY, OHIO 

 
MANAGEMENT’S DISCUSSION AND ANALYSIS  

FOR THE YEAR ENDED JUNE 30, 2019  
(Unaudited) 

 

3 

 

The discussion and analysis of the Hope Academy Northcoast Campus’ (the School) financial performance 
provides an overall review of the School’s financial activities for the fiscal year ended  
June 30, 2019.  The intent of this discussion and analysis is to look at the School’s financial performance 
as a whole; readers should also review the basic financial statements and the notes to the basic financial 
statements to enhance their understanding of the School’s financial performance.    
 
The Management’s Discussion and Analysis (MD&A) is an element of the reporting model adopted by the 
Governmental Accounting Standards Board (GASB) in their Statement No. 34 Basic Financial Statements 
and Management’s Discussion and Analysis for State and Local Governments issued June 1999.  Certain 
comparative information between the current year and the prior year is required to be presented in the 
MD&A.  
 
Financial Highlights   
 

• In total, net position increased $414,687, which represents a 19% percent increase from 2018. The 
increase is primarily due to increases in state aid from the increase in student enrollments and the 
changes in in GASB 68 and 75 pension/OPEB accruals. 

 

• Total assets increased $83,202, which represents an 30% percent increase from 2018.  This was 
primarily due to the addition of Net OPEB Asset. 

 

• Liabilities decreased $325,506, which represents a 15% percent decrease from 2018. The 
decrease in liabilities is primarily due to a decrease in GASB 68 and 75 pension/OPEB accruals.   
 

Using this Financial Report   
 
This report consists of three parts, the required supplementary information, the basic financial statements, 
and notes to those statements.  The basic financial statements include a Statement of Net Position, a 
Statement of Revenues, Expenses and Changes in Net Position, and a Statement of Cash Flows.   
 
The School uses enterprise presentation for all of its activities. 
 
Statement of Net Position   
 
The Statement of Net Position answers the question of how the School did financially during 2019.  This 
statement includes all assets, deferred outflows of resources, liabilities, and deferred inflows of resources 
both financial and capital, and short-term and long-term using the accrual basis of accounting and economic 
resources focus, which is similar to the accounting used by most private-sector companies.  This basis of 
accounting takes into account all revenues and expenses during the year, regardless of when the cash is 
received or paid.    
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Table 1 provides a summary of the School’s Net Position for fiscal years 2019 and 2018.   
 
  

(Table 1) 

Statement of Net Position     

 
2019  2018 

Assets     

   
Current Assets  $      270,919       $      278,279  

Non-Current Assets 90,562  - 

Total Assets 361,481  278,279 

    

Deferred Outflows    

    
Pension Requirements 566,887                576,439  

OPEB 45,546                    23,706 

Total Deferred Outflows of Resources 612,433                600,145  

    
Liabilities   

 

 

  

 

Current Liabilities 46,065                  54,061  

Long Term Liabilities 1,754,299          2,071,809  

Total Liabilities 1,800,364          2,125,870   

  

 

Deferred Inflows   

 

 

  

 

Pension Requirements 633,917                764,321  

OPEB 264,736         128,023  

Total Deferred Inflows of Resources 898,653         892,344   

  

 

Net Position    

Unrestricted  $  (1,725,103)   $ (2,139,790) 

    

 
 
Total assets increased $83,202, which represents an 30% percent increase from 2018.  This was primarily 
due to the addition of Net OPEB Asset.   Liabilities decreased $325,506, which represents a 15% percent 
decrease from 2018. The decrease in liabilities is primarily due to a decrease in GASB 68 and 75 
pension/OPEB accruals.  In total, net position increased $414,687, which represents a 19% percent 
increase from 2018 net position. The increase is primarily due increases in state aid from the increase in 
student enrollments and the changes in GASB 68 and 75 pension/OPEB accruals. 
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Statement of Revenues, Expenses and Changes in Net Position   
 
Table 2 shows the changes in Net Position for fiscal years 2019 and 2018, as well as a listing of revenues 
and expenses.   This change in Net Position is important because it tells the reader that, for the School as 
a whole, the financial position of the School has improved or diminished. The cause of this may be the 
result of many factors, some financial, some not.  Non-financial factors include the current laws in Ohio 
restricting revenue growth, facility conditions, required educational programs and other factors. 

Table 2 shows the changes in net position for the year ended June 30, 2019, as compared to changes 
reported for fiscal year 2018. 

(Table 2) 

Change in Net Position 

     

  2019  2018 

OPERATING REVENUES     
State Aid   $  2,503,820      $  2,316,500  

Casino Aid  15,277           14,143  

Facilities Aid  57,946                    52,756  

NON-OPERATING REVENUE     
Grants  688,514                581,921  

Interest Income  986                               297  

Miscellaneous  800  - 

Total Revenues  3,267,343       2,965,617  

     
OPERATING EXPENSES     
Purchased Services: Management Fees  2,259,401            2,203,408  

Purchased Services: Grant Programs  688,514         581,921  

Pension and OPEB Expense  (260,243)  (846,941)  

Sponsorship Fees  75,040                    69,893  

Legal  25,983                    20,977  

Auditing and Accounting  28,656                    28,068  

Insurance  7,151                        7,151  

Board of Education  17,692                    11,399  

Miscellaneous  10,462                    34,892  

Total Expenses  2,852,656       2,110,768  

     

Change in Net Position   $ 414,687    $    854,849 

 
 
The primary reason for the increase in overall revenues from 2018 was the increase in state aid due to an 
increase in FTE of 17. The School’s most significant expense, “Purchased Services: Management Fees” 
increased because of the management agreement in place between the School and Accel.  The agreement 
provides that specific percentages of the revenues received by the School will be paid to Accel to fund 
operations.  (See Notes to the Basic Financial Statements, Note 7).   
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The School has adopted GASB Statement 68, “Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27,” and GASB Statement 75, “Accounting and Financial Reporting for 
Postemployment Benefits Other Than Pensions,” which significantly revises accounting for costs and 
liabilities related to other postemployment benefits (OPEB).  For reasons discussed below, many end users 
of this financial statement will gain a clearer understanding of the School’s actual financial condition by 
adding deferred inflows related to pension and OPEB, the net pension liability and the net OPEB 
asset/liability to the reported net position and subtracting deferred outflows related to pension and OPEB. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may not 
be sufficient to fully fund each plan’s net pension liability or net OPEB asset/liability.  GASB 68 and GASB 
75 take an earnings approach to pension and OPEB accounting; however, the nature of Ohio’s statewide 
pension/OPEB plans and state law governing those systems requires additional explanation in order to 
properly understand the information presented in these statements. 
 
GASB 68 and GASB 75 require the net pension liability and the net OPEB asset/liability to equal the 
School’s proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 
 
GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the “employment 
exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, and the 
promise of a future pension and other postemployment benefits.  GASB noted that the unfunded portion of 
this promise is a present obligation of the government, part of a bargained-for benefit to the employee, and 
should accordingly be reported by the government as a liability since they received the benefit of the 
exchange.  However, the School is not responsible for certain key factors affecting the balance of these 
liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with the employer.  Both 
employer and employee contribution rates are capped by State statute.  A change in these caps requires 
action of both Houses of the General Assembly and approval of the Governor.  Benefit provisions are also 
determined by State statute.  The Ohio Revised Code permits, but does not require the retirement systems 
to provide healthcare to eligible benefit recipients.  The retirement systems may allocate a portion of the 
employer contributions to provide for these OPEB benefits. 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is limited 
not by contract but by law.  The employer enters the exchange also knowing that there is a specific, legal 
limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the unfunded 
liability of the pension/OPEB plan as against the public employer.  State law operates to mitigate/lessen 
the moral obligation of the public employer to the employee, because all parties enter the employment 
exchange with notice as to the law.  The retirement system is responsible for the administration of the 
pension and OPEB plans.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB asset/liability.  As explained above, changes in 
benefits, contribution rates, and return on investments affect the balance of these liabilities, but are outside 
the control of the local government.  In the event that contributions, investment returns, and other changes 
are insufficient to keep up with required payments, State statute does not assign/identify the responsible 
party for the unfunded portion.  Due to the unique nature of how the net pension liability and the net OPEB 
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asset/liability are satisfied, these liabilities are separately identified within the long-term liability section of 
the statement of net position. 
 
In accordance with GASB 68 and GASB 75, the School’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB liability/asset, respectively, not accounted for 
as deferred inflows/outflows.  
 
Over time, net position can serve as a useful indicator of a government’s financial position.  At June 30, 
2019, the School’s net position totaled ($1,725,103). 
 
Capital Assets 
 
At the end of fiscal year 2019 the School had $0, invested in capital assets. For more information on capital 
assets, see Note 5 in the Notes to the Basic Financial Statements. 
 
Current Financial Issues   
 
The Hope Academy Northcoast Campus received revenue for 297 students in 2019 (an increase from 2018 
of 17) and continues to enroll students on a daily basis.  State law governing community schools allows for 
the School to have open enrollment across traditional school district boundaries.  The School receives its 
support almost entirely from State Aid.  Per pupil revenue from State Aid for the School averaged $8,630 
in fiscal year 2019.  The School receives additional revenues from grant subsidies.   
 
On July 1, 2005, the School contracted with the Saint Aloysius Orphanage (SAO) as its sponsor.  State law 
allows sponsors to assess the schools up to 3 percent of State revenues as an oversight fee.  In June 2017, 
the School and the Sponsor signed a new agreement for a term of three (3) years through June 30, 2020.  
Under the terms of this agreement, SAO will be paid three percent (3%) of all funds received by the School 
from the State of Ohio.   
 
Contacting the School’s Financial Management 
 
This financial report is designed to provide our readers with a general overview of the School’s finances 
and to show the School’s accountability for the money it receives.  If you have questions about this report 
or need additional information, contact Dave Massa, Fiscal Officer for the Hope Academy Northcoast 
Campus, 4310 E. 71st St, Cleveland, Ohio 44105 or e-mail at dave@massasolutionsllc.com. 
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HOPE ACADEMY NORTHCOAST CAMPUS

CUYAHOGA COUNTY, OHIO

STATEMENT OF NET POSITION
JUNE 30, 2019

ASSETS 
 
Current Assets
Cash and Cash Equivalents  $       228,140  
Grants Receivable 42,779  
Total Current Assets 270,919

Noncurrent Assets 
Net OPEB Asset 90,562

Total Assets 361,481  

DEFERRED OUTFLOWS 
Pension Requirements 566,887  
OPEB 45,546  

Total Deferred Outflows of Resources 612,433  

LIABILITIES 

Current Liabilities 
Accounts Payable 1,937
State Funding Payable 1,349  
Grants Funding Payable 42,779
Total Current Liabilities 46,065  

Long-Term Liabilities: 
Net Pension Liability 1,596,972  
Net OPEB Liability 157,327

Total Long-Term Liabilities 1,754,299  

Total Liabilities 1,800,364

DEFERRED INFLOWS 
Pension Requirements 633,917
OPEB 264,736  

Total Deferred Inflows of Resources 898,653  

NET POSITION 

Unrestricted    (1,725,103)

Total Net Position  $  (1,725,103)

See accompanying notes to the basic financial statements
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HOPE ACADEMY NORTHCOAST CAMPUS
CUYAHOGA COUNTY, OHIO

STATEMENT OF REVENUES,
EXPENSES AND CHANGES IN NET POSITION
FOR THE FISCAL YEAR ENDED JUNE 30, 2019

 
  
OPERATING REVENUES  
State Aid  $  2,503,820  
Casino Aid 15,277  
Facilities Aid 57,946  

 
Total Operating Revenues 2,577,043

 
OPERATING EXPENSES  
Purchased Services: Management Fees 2,259,401  
Purchased Services: Grant Programs 688,514  
Pension and OPEB Expense        (260,243)
Sponsorship Fees 75,040  
Legal 25,983  
Auditing and Accounting 28,656  
Insurance 7,151
Board of Education 17,692  
Miscellaneous 10,462  

 
Total Operating Expenses 2,852,656

 
Operating Loss (275,613)  

 
NON-OPERATING REVENUE  
Grants 688,514  
Interest Income 986  
Miscellaneous 800

 
Total Non-Operating Revenue 690,300  

 
Change in Net Position 414,687  

 
Net Position Beginning of Year      (2,139,790)

 
Net Position End of Year  $  (1,725,103)

 
See accompanying notes to the basic financial statements  
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HOPE ACADEMY NORTHCOAST CAMPUS

CUYAHOGA COUNTY, OHIO

STATEMENT OF CASH FLOWS
FOR THE FISCAL YEAR ENDED JUNE 30, 2019

 
 
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS  
  
CASH FLOWS FROM OPERATING ACTIVITIES  
Cash Received from State of Ohio  $  2,574,762 
Cash Payments to Suppliers for Goods and Services    (3,269,046)

 
Net Cash Used For Operating Activities       (687,965)

  
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES  
Cash Received from Grants 688,514  
Miscellaneous Cash Receipts 800

 
Net Cash Provided by Non-Capital Financing Activities 689,314

 
CASH FLOWS FROM INVESTING ACTIVITIES
Cash Received from Interest on Investments 986  

  
Net Increase in Cash and Cash Equivalents 2,335  
   
Cash and Cash Equivalents Beginning of Year        225,805

  
Cash and Cash Equivalents End of Year  $    228,140  

  
RECONCILIATION OF OPERATING LOSS TO NET  
CASH USED FOR OPERATING ACTIVITIES  
Operating Loss  $  (275,613)  

 
ADJUSTMENTS TO RECONCILE OPERATING LOSS TO NET 

 CASH USED FOR OPERATING ACTIVITIES
    Changes in Assets, Liabilities, Deferred Inflows and Outflows of Resources: 
    Grant Funding Receivable 6,319  
    Continuing Fees Receivable          3,376
    Accounts Payable          604
    State Funding Payable (2,281)  
    Grants Payable        (6,319)
    Net OPEB Asset         (90,562)
    Net Pension Liability    (82,535)
    Deferred Outflows - Pension        9,552
    Deferred Inflows - Pension (130,404)  
    Net OPEB Liability       (234,975)
    Deferred Outflows-OPEB        (21,840)
    Deferred Inflows-OPEB 136,713  
    
Net Cash Used For Operating Activities  $   (687,965)

  
See accompanying notes to the basic financial statements  
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1.  DESCRIPTION OF THE SCHOOL AND REPORTING ENTITY  

Hope Academy Northcoast Campus (the School) is a state nonprofit corporation established pursuant 
to Ohio Rev. Code Chapters 3314 and 1702 to maintain and provide a school exclusively for any 
educational, literary, scientific and related teaching service. The School, which is part of the State’s 
education program, is independent of any school district.  The School may sue and be sued, acquire 
facilities as needed, and contract for any services necessary for the operation of the School. The 
School contracts with HA Northcoast, LLC, for most of its functions (see note 7). HA Northcoast, LLC 
is under the ownership of ACCEL Schools of Ohio, LLC. 

The School originally signed a contract with a sponsor, Saint Aloysius Orphanage (Sponsor), effective 
July 1, 2005.  The school has renewed its agreements with the Sponsor through June 30, 2020. The 
school may terminate the agreement by sending notice 180 days prior to June 30. The Sponsor can 
terminate by sending notice by February 1st of the termination year. 

The School operates under a self-appointing, five-member Board of Directors (the Board). The 
School’s Code of Regulations specify that vacancies that arise on the Board will be filled by the 
appointment of a successor director by a majority vote of the then existing directors. The Board is 
responsible for carrying out the provisions of the contract with the Sponsor, which include, but are 
not limited to, state-mandated provisions regarding student population, curriculum, academic goals, 
performance standards, admission standards, and qualifications of teachers.  The facility is staffed 
with teaching personnel employed by HA Northcoast, LLC, who provide services to 297 students.  
The Board members also serve on the Board of Randall Park High School.   

 
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  

 
The basic financial statements of the School have been prepared in conformity with generally 
accepted accounting principles as applied to governmental nonprofit organizations. The 
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for 
establishing governmental accounting and financial reporting principles.  The more significant of the 
School’s accounting policies are described below.  

 
Basis of Presentation  

 
The School’s basic financial statements consist of a Statement of Net Position, a Statement of 
Revenues, Expenses and Changes in Net Position, and a Statement of Cash Flows. Enterprise fund 
reporting focuses on the determination of the change in Net Position, financial position and cash 
flows.  

 
The Government Accounting Standards Board identifies the presentation of all financial activity to be 
reported within one enterprise fund for year-ending reporting purposes.  Enterprise accounting is 
used to account for operations that are financed and operated in a manner similar to private business 
enterprise where the intent is that the cost (expense) of providing goods and services to the general 
public on a continuing basis be financed or recovered primarily through user charges. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)  
 
Measurement Focus and Basis of Accounting  

 
The accounting and financial reporting treatment applied to a fund is determined by its measurement 
focus.  Enterprise accounting uses a flow of economic resources measurement focus.  With this 
measurement focus, all assets, deferred outflows of resources, all liabilities, and deferred inflows of 
resources are included on the Statement of Net Position.  Operating statements present increases 
(i.e., revenues) and decreases (i.e., expenses) in Net Position. The accrual basis of accounting is 
utilized for reporting purposes.  Revenues are recognized when they are earned, and expenses are 
recognized when they are incurred. 

 
Budgetary Process  

 
Community Schools are statutorily required to adopt a budget by Ohio Revised Code 3314.032(C). 
Unlike traditional public schools located in the State of Ohio, community schools are not required to 
follow budgetary provisions set forth in Ohio Rev. Code Section 5705, unless specifically provided in 
the School’s contract with its Sponsor. The contract between the School and its Sponsor requires a 
detailed school budget for each year of the contract. In addition, the Board adopted an operating 
budget at the beginning of fiscal year 2019. However, the budget does not have to follow the 
provisions of Ohio Rev. Code Section 5705, except for section 5705.391 as it relates to five-year 
forecasts, therefore no budgetary statements are presented. 

 
 Cash and Cash Equivalents  
 

All cash received by the School is maintained in a demand deposit account, and money market 
account. For purposes of the Statement of Cash Flows and for presentation on the Statement of Net 
Position, investments with an original maturity of three months or less at the time they are purchased 
are considered to be cash equivalents.   

 
Intergovernmental Revenues  

 
The School currently participates in the State Foundation Program, the State Disadvantaged Pupil 
Impact Aid (DPIA) Program, and the State Special Education Program, which are reflected under 
“State Aid” on the Statement of Revenues, Expenses and Changes in Net Position. Revenues 
received from these programs are recognized as operating revenues in the accounting period in 
which all eligibility requirements have been met.   

 
Non-exchange transactions, in which the School receives value without directly giving equal value in 
return, include grants, entitlements, and contributions.  Grants, entitlements, and contributions are 
recognized as non-operating revenues in the accounting period in which all eligibility requirements 
have been met.  

 
Eligibility requirements include timing requirements, which specify the year when the resources are 
required to be used or the fiscal year when use is first permitted; matching requirements, in which 
the School must provide local resources to be used for a specified purpose; and expenditure 
requirements, in which the resources are provided to the School on a reimbursement basis.  Amounts 
awarded under the above programs for the 2019 school year totaled $3,265,557.  
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2.      SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

Capital Assets and Depreciation  

For purposes of recording capital assets, the Board has a capitalization threshold of $5,000.  
 

The capital assets are recorded on the accompanying Statement of Net Position at cost, net of 
accumulated depreciation at $0. Depreciation is computed by the straight-line method over five years 
for “Equipment,” three years for “Computers and Software,” and five to twenty years for “Leasehold 
Improvements”. 

 
Aside from those mentioned above, the School has no other capital assets, as the School operates 
under a management agreement with HA Northcoast, LLC. (See Note 7).  

 
Use of Estimates  

 
In preparing the financial statements, management is sometimes required to make estimates and 
assumptions that affect the reported amounts of assets, deferred outflows of resources, liabilities, 
and deferred inflows of resources the disclosure of contingent assets and liabilities at the date of the 
financial statements, and the reported amounts of revenues and expenses during the reporting 
period.  Actual results could differ from those estimates.  

 
Net Position  

 
Net Position represents the difference between (all assets plus deferred outflows of resources) less 
(all liabilities, plus deferred inflows of resources).  Net Position is reported as restricted when there 
are limitations imposed on their use, either through enabling legislation adopted by the School or 
through external restrictions imposed by creditors, grantors, or contracts.  The School applies 
restricted resources first when an expense is incurred for purposes for which both restricted and 
unrestricted Net Position are available. 

 
Operating Revenues and Expenses  

 
Operating revenues are those revenues that are generated directly from the School’s primary 
activities. For the School, these revenues are primarily State, Facility Aid, Casino Aid and facilities 
payments.  Operating expenses are necessary costs incurred to provide the goods and services that 
are the primary activities of the School. Revenues and expenses not meeting this definition are 
reported as non-operating.  

 
Pensions and Other Post Employment Benefits 
 
For purposes of measuring the net pension/OPEB liability, net OPEB asset, deferred outflows of 
resources and deferred inflows of resources related to pension/OPEB, and pension/OPEB expense; 
information about the fiduciary net position of the pension/OPEB plans and additions to/deductions 
from their fiduciary net position have been determined on the same basis as they are reported by the 
pension/OPEB plan.  For this purpose, benefit payments (including refunds of employee 
contributions) are recognized when due and payable in accordance with the benefit terms.  The 
pension/OPEB plans report investments at fair value. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

Deferred Outflows/Inflows of Resources 
 
In addition to assets, the statements of financial position will sometimes report a separate section for 
deferred outflows of resources. Deferred outflows of resources represent a consumption of net 
position that applies to a future period and will not be recognized as an outflow of resources 
(expense/expenditure) until then. For the School, deferred outflows of resources are reported on the 
statement of net position for pension/OPEB. The deferred outflows of resources related to 
pension/OPEB are explained in Note 9 and 10. 

 
In addition to liabilities, the statements of financial position report a separate section for deferred 
inflows of resources. Deferred inflows of resources represent an acquisition of net position that 
applies to a future period and will not be recognized as an inflow of resources (revenue) until that 
time. These amounts are deferred and recognized as an inflow of resources in the period the amounts 
become available. Deferred inflows of resources related to pension/OPEB are reported on the 
statement of net position (see Note 9 and 10). 

 
3.    DEPOSITS AND INVESTMENTS  
 

At June 30, 2019, the carrying amount of all School deposits was $228,140, and its bank balance 
was $288,839.  Based on the criteria described in GASB Statement No. 40, “Deposits and Investment 
Risk Disclosures”, as of June 30, 2019, all of the School’s bank balance of was covered by the 
Federal Deposit Insurance Corporation.  

       . 
4.    RECEIVABLE/PAYABLE  

 
The School has recorded “Grants Receivable” in the amount of $42,779 to account for the remainder 
of State and Federal awards earned but not received as of June 30, 2019. 
 
Accounts Payable consists of obligations totaling $1,937 at June 30, 2019, incurred during the normal 
course of conducting operations Additionally, under the terms of the management agreement (see 
Note 7), the School has recorded “Grants Funding Payable” to HA Northcoast, LLC, in the amount of 
$42,779 for any State and Federal grant monies uncollected or unpaid to HA Northcoast, LLC, as of 
June 30, 2018. State funding Payable of $1,349 is the result of the fiscal year 2019 FTE adjustments 
from ODE. 

 
5.  CAPITAL ASSETS AND DEPRECIATION  
 

For the year ended June 30, 2019, the School’s capital assets consisted of the following:  

Capital Assets 
  Balance     Balance 
6/30/2018 Additions Deletions 6/30/2019 

Equipment  $  45,570   $          -   $          -   $  45,570  
Computers and Software       7,250               -  -       7,250  
Leasehold Improvements    307,164               -              -     307,164  
Total Capital Assets     359,984               -              -     359,984  

     
Less:  Accumulated Depreciation                      
Equipment  (45,570)              -                 -      (45,570) 
Computers and Software  (7,250) - -   (7,250) 
Leasehold Improvements (307,164)              -             -     (307,164) 
Total Accumulated Depreciated (359,984)              -             -  (359,984) 

     
CAPITAL ASSETS, NET  $           -    $           -   $           -      $           -  
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6.  RISK MANAGEMENT  
 

Property and Liability - The School is exposed to various risks of loss related to torts; theft or 
damage to, and destruction of assets; errors and omissions; injuries to employees; and natural 
disasters. As part of its management agreement with HA Northcoast, LLC, HA Northcoast, LLC, has 
contracted with an insurance company for property and general liability insurance pursuant to the 
Management Agreement (see Note 7). There was no significant reduction in insurance coverage from 
the prior year and claims have not exceeded insurance coverage over the past three years.   

 
Director and Officer - Coverage has been purchased by the School with a $1,000,000 aggregate 
limit and a $2,500 deductible.  

 
7.  AGREEMENT WITH HA NORTHCOAST, LLC  
 

Effective November 1, 2005, the School entered into a multi-year Management Agreement 
(Agreement) with ACCEL Schools of Ohio, LLC, (through its subsidiary HA Northcoast, LLC), which 
is an educational consulting and management company.  In July 2014, the school signed an amended 
and restated agreement by and between the EMO, HA Northcoast, LLC (the EMO) and the governing 
authority. The EMO is responsible and accountable to the School’s Board of Directors for the 
administration and day-to-day operations. As part of the terms of this agreement, the “Continuing 
Fee” percentage of the School is 94 percent of Qualified Gross Revenues for up to 270 students and 
and 96% of Qualified Gross Revenues for the 271st student and above.  “Qualified Gross Revenues” 
are defined in the Agreement as, “…the revenue per student received by the School from the State 
pursuant to the Ohio Revised Code…”. With regard to grant funding, the agreement reads as follows: 
“Federal Title Programs, lunch programs revenue, and other such federal, state and local government 
grant funding designated to compensate the school for the education of its students shall be fully paid 
to the Manager.”  As such, EMO receives 94 to 96 percent of “State Aid” (see note 2) and 100 percent 
of all other federal, state, and local grants.   
 
The School had purchased service expenses for the year ended June 30, 2019, to EMO of 
$2,947,915 and payables to EMO at June 30, 2019 aggregating $42,779. EMO is responsible for all 
costs incurred in providing the educational program at the School, which include but are not limited 
to, salaries and benefits of all personnel, curriculum materials, textbooks, library books, computers 
and other equipment, software, supplies, building payments, maintenance, capital, and insurance. 
 

8. MANAGEMENT COMPANY EXPENSES  
 

For the year ended June 30, 2019, HA Northcoast, LLC and its affiliates incurred the following 
expenses on- behalf of the School:  

 
Overhead charges are assigned to the School based on a percentage of revenue.  These charges 
represent the indirect cost of services provided in the operation of the School.  Such services include, 
but are not limited to facilities management, equipment, operational support services, management 
and management consulting, board relations, human resources management, training and 
orientation, financial reporting and compliance, purchasing and procurement, education services, 
technology support, and marketing and communications.   
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8.  MANAGEMENT COMPANY EXPENSES (continued) 
 

 
 
 
9.    DEFINED BENEFIT PENSION PLANS 
 

Net Pension Liability 
 
The net pension liability reported on the statement of net position represents a liability to employees for 
pensions. Pensions are a component of exchange transactions—between an employer and its 
employees—of salaries and benefits for employee services.  Pensions are provided to an employee—
on a deferred-payment basis—as part of the total compensation package offered by an employer for 
employee services each financial period.  The obligation to sacrifice resources for pensions is a present 
obligation because it was created as a result of employment exchanges that already have occurred. 
 
The net pension liability represents the School's proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   
 
The Ohio Revised Code limits the School obligation for this liability to annually required payments. The 
School cannot control benefit terms or the manner in which pensions are financed; however, the School 
does receive the benefit of employees’ services in exchange for compensation including pension.  
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the 
form of withholdings from employees).  State statute requires the pension plans to amortize unfunded 
liabilities within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must 
propose corrective action to the State legislature.   

 
 
 
 
 
 
 

Regular Instruction

(1100 Function 

Codes)

Special Instruction

(1200 Function 

Codes)

Support Services

(2000 Function 

Codes)

Non-Instructional 

(3000 through 7000 

Function Codes)

Total

Direct Expenses: 

Salaries & Wages (100 Object Codes) 705,381$                 238,041$               148,274$            -$                        1,091,696$     

Employees’ Benefits (200 Object Codes) 202,895                   42,196                   58,765                -                          303,856          

Professional & Technical Services (410 Object Codes) 31,250                     102,931                 233,473              -                          367,654          

Property Services (420 Object Codes) -                          -                         342,424              -                          342,424          

Utilities (450 Object Codes) -                          -                         40,367                -                          40,367            

Contracted Craft or Trade Services (460 Object Codes) -                          -                         -                      173,258                  173,258          

Transportation (480 Object Codes) -                          -                         1,435                  -                          1,435              

Supplies (500 Object Codes) 48,429                     2,611                     34,548                -                          85,588            

Other Direct Costs (All Other Object Codes) -                          -                         121,395              -                          121,395          

Indirect Expenses: 

Overhead -                          -                         253,969              -                          253,969          

Total Expenses 987,955$                 385,779$               1,234,650$         173,258$                2,781,642$     
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9.    DEFINED BENEFIT PENSION PLANS (continued) 
 
Any resulting legislative change to benefits or funding could significantly affect the net pension liability.  
Resulting adjustments to the net pension liability would be effective when the changes are legally 
enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension 
liability on the accrual basis of accounting.  Any liability for the contractually-required pension 
contribution outstanding at the end of the year is included in accounts payable.   
 
Plan Description - School Employees Retirement System (SERS) 
 
Plan Description – the School non-teaching employees participate in SERS, a statewide, cost-sharing 

multiple-employer defined benefit pension plan administered by SERS.  SERS provides retirement, 

disability and survivor benefits to plan members and beneficiaries.  Authority to establish and amend 

benefits is provided by Ohio Revised Code Chapter 3309.  SERS issues a publicly available, stand-

alone financial report that includes financial statements, required supplementary information and 

detailed information about SERS’ fiduciary net position.  That report can be obtained by visiting the 

SERS website at www.ohsers.org under Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 
  

 

 
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years 
of service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
One year after an effective benefit date, a benefit recipient is entitled to a 2.5 percent cost-of-living 
adjustment (COLA).  This same COLA is added each year to the based benefit amount on the 
anniversary date of the benefit. 

 
An individual whose benefit effective date is before April 1, 2018, is eligible for a cost of living adjustment 
(COLA) on the first anniversary date of the benefit. Beginning April 1, 2018, new benefit recipients must 
wait until the fourth anniversary of their benefit for COLA eligibility. The COLA is added each year to 
the base benefit amount on the anniversary date of the benefit. A three-year COLA suspension is in 
effect for all benefit recipients for the years 2018, 2019, and 2020. Upon resumption of the COLA, it will 
be indexed to the percentage increase in the CPI-W, not to exceed 2.5% and with a floor of 0%. 
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9.    DEFINED BENEFIT PENSION PLANS (continued) 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary 

and the School is required to contribute 14 percent of annual covered payroll.  The contribution 

requirements of plan members and employers are established and may be amended by the SERS’ 

Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent 

for employers.  The Retirement Board, acting with the advice of the actuary, allocates the employer 

contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare 

B Fund, and Health Care Fund).  For the fiscal year ended June 30, 2019, the allocation to pension, 

death benefits, and Medicare B was 13.5 percent with a .5 percent allocation made to the Health Care 

Fund. 

 
The School's contractually required contribution to SERS was $25,676 for fiscal year 2019. 

 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – The School's licensed teachers and other faculty members participate in STRS Ohio, 
a cost-sharing multiple-employer public employee retirement system administered by STRS.  STRS 
provides retirement and disability benefits to members and death and survivor benefits to beneficiaries.  
STRS issues a stand-alone financial report that includes financial statements, required supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained 
by writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by 
visiting the STRS Web site at www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 
3307.  The DB plan offers an annual retirement allowance based on final average salary multiplied by 
a percentage that varies based on years of service.  Effective August 1, 2015, the calculation was 2.2 
percent of final average salary for the five highest years of earnings multiplied by all years of service. 
Members are eligible to retire at age 60 with five years of qualifying service credit, or at age 55 with 27 
years of service, or 30 years of service regardless of age.  Eligibility changes will be phased in until 
August 1, 2026, when retirement eligibility for unreduced benefits will be five years of service credit and 
age 65, or 35 years of service credit and at least age 60.  Retirement eligibility for reduced benefits will 
be 5 years of service credit and age 60, or 30 years of service credit regardless of age. 
 
The DC Plan allows members to place all their member contributions and 9.53 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.47 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination 
of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 
percent of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to 
the DB Plan. Member contributions to the DC Plan are allocated among investment choices by the 
member, and contributions to the DB Plan from the employer and the member are used to fund the 
defined benefit payment at a reduced level from the regular DB Plan. The defined benefit portion of the 
Combined Plan payment is payable to a member on or after age 60 with five years of service. The 
defined contribution portion of the account may be taken as a lump sum payment or converted to a 
lifetime monthly annuity after termination of employment at age 50 or later. 
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9.    DEFINED BENEFIT PENSION PLANS (continued) 
 

New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or 
transfer to another STRS plan.  The optional annuitization of a member’s defined contribution account 
or the defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in 
STRS bearing the risk of investment gain or loss on the account.  STRS has therefore included all three 
plan options as one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who 
become disabled are entitled only to their account balance.  If a member of the DC Plan dies before 
retirement benefits begin, the member’s designated beneficiary is entitled to receive the member’s 
account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended 
June 30, 2019, plan members were required to contribute 14 percent of their annual covered salary. 
The School was required to contribute 14 percent; the entire 14 percent was the portion used to fund 
pension obligations.  The fiscal year 2019 contribution rates were equal to the statutory maximum rates. 
 
The School's contractually required contribution to STRS was $120,977 for fiscal year 2019.   
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to 
Pensions 
 
The net pension liability was measured as of June 30, 2018, and the total pension liability used to 
calculate the net pension liability was determined by an independent actuarial valuation as of that date. 
The School's employer allocation percentage of the net pension liability was based on the employer’s 
share of employer contributions in the pension plan relative to the total employer contributions of all 
participating employers. Following is information related to the proportionate share and pension 
expense: 

 
 

 
 
 
 
 
 

 

SERS STRS Total

Proportion of the Net Pension Liability

  Prior Measurement Date 0.00791640% 0.00507897%

Proportion of the Net Pension Liability

  Current Measurement Date 0.00624700% 0.00563584%

Change in Proportionate Share -0.00166940% 0.00055687%

Proportionate Share of the Net Pension

  Liability 357,777$           1,239,195$        1,596,972$        

Pension Expense (35,787)$            (20,947)$             (56,734)$             
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9.    DEFINED BENEFIT PENSION PLANS (continued) 
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due 
to the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, changes in assumptions and changes in the School proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods. The difference between projected and actual investment 
earnings is recognized in pension expense using a straight line method over a five year period 
beginning in the current year. Deferred outflows and deferred inflows resulting from changes in sources 
other than differences between projected and actual investment earnings are amortized over the 
average expected remaining service lives of all members (both active and inactive) using the straight 
line method. Employer contributions to the pension plan subsequent to the measurement date are also 
required to be reported as a deferred outflow of resources.  

 
 
At June 30, 2019 the School reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  

 
 

$146,653 reported as deferred outflows of resources related to pension resulting from the School 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2020.   
 
 
 
 
 
 
 

 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 19,622$              28,605$              48,227$              

Changes of assumptions 8,080                  219,608              227,688              

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 46,324                97,995                144,319              

School contributions subsequent to the 

  measurement date 25,676                120,977              146,653              

Total Deferred Outflows of Resources 99,702$              467,185$            566,887$            

Deferred Inflows of Resources

Differences between expected and

  actual experience -$                    8,092$                8,092$                

Net difference between projected and

  actual earnings on pension plan investments 9,914                  75,143                85,057                

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 88,967                451,801              540,768              

Total Deferred Inflows of Resources 98,881$              535,036$            633,917$            
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9.    DEFINED BENEFIT PENSION PLANS (continued) 
 
Other amounts reported as deferred outflows of resources and deferred inflows of resources related to 
pension will be recognized in pension expense as follows:  
 

 
 

Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement 
No. 67, as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial 
valuations of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited 
service) and assumptions about the probability of occurrence of events far into the future (e.g., mortality, 
disabilities, retirements, employment terminations).  Actuarially determined amounts are subject to 
continual review and potential modifications, as actual results are compared with past expectations and 
new estimates are made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point. The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2018, are presented below: 
 

 
 
 
 
 
 
 

 

SERS STRS Total

Fiscal Year Ending June 30:

2020 (17,646)$            (31,319)$             (48,965)$            

2021 7,573                  (81,545)               (73,972)              

2022 (11,741)              (80,535)               (92,276)              

2023 (3,041)                 4,571                   1,530                  

Total (24,855)$            (188,828)$          (213,683)$          

Wage Inflation 3.00 percent

Future Salary Increases, including inflation 3.50 percent to 18.20 percent

COLA or Ad Hoc COLA 2.50 percent

Investment Rate of Return 7.50 percent net of investment expense, including inflation

Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)
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9.    DEFINED BENEFIT PENSION PLANS (continued) 
 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection and a five year age set-back for both males and females.  Mortality among 
service retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table 
with fully generational projection with Scale BB, 120 percent of male rates and 110 percent of female 
rates.  Mortality among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 
percent for male rates and 100 percent for female rates, set back five years is used for the period after 
disability retirement.  
 
The most recent experience study was completed June 30, 2015. 
 
The long-term return expectation for the Pension Plan Investments has been determined by using a 
building-block approach and assumes a time horizon, as defined in SERS’ Statement of Investment 
Policy.  A forecasted rate of inflation serves as the baseline for the return expectation.  Various real 
return premiums over the baseline inflation rate have been established for each asset class.  The long-
term expected nominal rate of return has been determined by calculating an arithmetic weighted 
average of the expected real return premiums for each asset class, adding the projected inflation rate, 
and adding the expected return from rebalancing uncorrelated asset classes.  

 
The target allocation and best estimates of arithmetic real rates of return for each major assets class 
are summarized in the following table: 
 

 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute.  Projected inflows from investment earnings were calculated using the long-term assumed 
investment rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of 
projected benefits to determine the total pension liability.   
 
 
 
 
 
 
 
 
 
 

Asset Class

Cash 1.00 % 0.50 %

US Stocks 22.50 4.75

Non-US Stocks 22.50 7.00

Fixed Income 19.00 1.50

Private Equity 10.00 8.00

Real Assets 15.00 5.00

Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected

Allocation Real Rate of Return
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9.    DEFINED BENEFIT PENSION PLANS (continued) 
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the 
Discount Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the 
potential impact the following table presents the School proportionate share of the net pension liability 
calculated using the discount rate of 7.50 percent, as well as what each plan’s net pension liability 
would be if it were calculated using a discount rate that is one percentage point lower (6.50 percent), 
or one percentage point higher (8.50 percent) than the current rate. 

 

 
 
Actuarial Assumptions - STRS 
 
The total pension liability in the June 30, 2018, actuarial valuation was determined using the following 
actuarial assumptions, applied to all periods included in the measurement:  
 

Inflation 2.50 percent

Projected salary increases 12.50 percent at age 20 to 2.50 percent at age 65 

Investment Rate of Return 7.45 percent, net of investment expenses, including inflation

Payroll Increases 3 percent

Cost-of-Living Adjustments 0.00 percent effective July 1, 2017

  (COLA)  
 
Post-retirement mortality rates for healthy retirees are based on the RP-2014 Annuitant Mortality Table 
with 50 percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of 
rates between ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally 
using mortality improvement scale MP-2016. Post-retirement disabled mortality rates are based on the 
RP-2014 Disabled Mortality Table with 90 percent of rates for males and 100 percent of rates for 
females, projected forward generationally using mortality improvement scale MP-2016. Pre-retirement 
mortality rates are based on RP-2014 Employee Mortality Table, projected forward generationally using 
mortality improvement scale MP-2016. 
 
Actuarial assumptions used in the July 1, 2018 valuation are based on the results of an actuarial 
experience study for the period July 1, 2011 through June 30, 2016. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

School's proportionate share

  of the net pension liability 503,956$           357,777$            235,216$           
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9.    DEFINED BENEFIT PENSION PLANS (continued) 
 

STRS’ investment consultant develops an estimate range for the investment return assumption based 
on the target allocation adopted by the Retirement Board. The target allocation and long-term expected 
rate of return for each major asset class are summarized as follows:  
 

 
 

* The target allocation percentage is effective as of July 1, 2017.  Target weights will be phased in over 
a 24-month period concluding on July 1, 2019. 

 
**Ten year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25 percent and does not include investment expenses. Over a 30-year period, STRS’ investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of 
June 30, 2018. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate increases 
described above.  For this purpose, only employer contributions that are intended to fund benefits of 
current plan members and their beneficiaries are included. Based on those assumptions, STRS’ 
fiduciary net position was projected to be available to make all projected future benefit payments to 
current plan members as of June 30, 2018. Therefore, the long-term expected rate of return on pension 
plan investments of 7.45 percent was applied to all periods of projected benefit payments to determine 
the total pension liability as of June 30, 2018. 

 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the 
Discount Rate The following table presents the School proportionate share of the net pension liability 
as of June 30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as 
well as what the School proportionate share of the net pension liability would be if it were calculated 
using a discount rate that is one-percentage-point lower (6.45 percent) or one-percentage-point higher 
(8.45 percent) than the current assumption:  

 
 
 
 
 
 
 
 

Asset Class

Domestic Equity 28.00 % 7.35 %

International Equity 23.00 7.55

Alternatives 17.00 7.09

Fixed Income 21.00 3.00

Real Estate 10.00 6.00

Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**

Target Long Term Expected

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

School's proportionate share

  of the net pension liability 1,809,681$        1,239,195$        756,356$            
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10.  DEFINED BENEFIT OTHER POST EMPLOYMENT BENEFIT PLANS 
 
Net OPEB Liability/Asset 
 
The net OPEB liability and net OPEB asset reported on the statement of net position represents a 
liability or asset to employees for OPEB. OPEB is a component of exchange transactions-–between an 
employer and its employees—of salaries and benefits for employee services.  OPEB are provided to 
an employee—on a deferred-payment basis—as part of the total compensation package offered by an 
employer for employee services each financial period.  The obligation to sacrifice resources for OPEB 
is a present obligation because it was created as a result of employment exchanges that already have 
occurred. 
 
The net OPEB liability and net OPEB asset represents the School's proportionate share of each OPEB 
plan’s collective actuarial present value of projected benefit payments attributable to past periods of 
service, net of each OPEB plan’s fiduciary net position.  The net OPEB liability and net OPEB asset 
calculations are dependent on critical long-term variables, including estimated average life 
expectancies, earnings on investments, cost of living adjustments and others.  While these estimates 
use the best information available, unknowable future events require adjusting these estimates 
annually.   
 
The Ohio Revised Code limits the School's obligation for this liability to annually required payments.   
The School cannot control benefit terms or the manner in which OPEB are financed; however, the 
School does receive the benefit of employees’ services in exchange for compensation including OPEB.  
 
GASB 75 assumes the liability is solely the obligation of the employer, because they benefit from 
employee services.  OPEB contributions come from these employers and health care plan enrollees 
which pay a portion of the health care costs in the form of a monthly premium.  The Ohio Revised Code 
permits, but does not require the retirement systems to provide healthcare to eligible benefit recipients. 
Any change to benefits or funding could significantly affect the net OPEB liability and net OPEB asset. 
Resulting adjustments to the net OPEB liability and net OPEB asset would be effective when the 
changes are legally enforceable. The retirement systems may allocate a portion of the employer 
contributions to provide for these OPEB benefits. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB liability 
on the accrual basis of accounting.  Any liability for the contractually-required OPEB contribution 
outstanding at the end of the year is included in accounts payable.   
 
Plan Description - School Employees Retirement System (SERS) 
 
Health Care Plan Description - The School contributes to the SERS Health Care Fund, administered 
by SERS for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is 
considered a cost-sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan 
provides healthcare benefits to eligible individuals receiving retirement, disability, and survivor benefits, 
and to their eligible dependents. Members who retire after June 1, 1986, need 10 years of service 
credit, exclusive of most types of purchased credit, to qualify to participate in SERS’ health care 
coverage. In addition to age and service retirees, disability benefit recipients and beneficiaries who are 
receiving monthly benefits due to the death of a member or retiree, are eligible for SERS’ health care 
coverage. Most retirees and dependents choosing SERS’ health care coverage are over the age of 65 
and therefore enrolled in a fully insured Medicare Advantage plan; however, SERS maintains a 
traditional, self-insured preferred provider organization for its non-Medicare retiree population. For both 
groups, SERS offers a self-insured prescription drug program. Health care is a benefit that is permitted, 
not mandated, by statute.  The financial report of the Plan is included in the SERS Comprehensive 
Annual Financial Report which can be obtained on SERS’ website at www.ohsers.org under 
Employers/Audit Resources. 
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10.  DEFINED BENEFIT OTHER POST EMPLOYMENT BENEFIT PLANS (continued) 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with 
Internal Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or 
discontinue any health plan or program. Active employee members do not contribute to the Health Care 
Plan.  The SERS Retirement Board established the rules for the premiums paid by the retirees for 
health care coverage for themselves and their dependents or for their surviving beneficiaries.  
Premiums vary depending on the plan selected, qualified years of service, Medicare eligibility, and 
retirement status.   
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required pensions and benefits, the 
Retirement Board may allocate the remainder of the employer contribution of 14 percent of covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2019, .5 percent 
of covered payroll was made to health care. An additional health care surcharge on employers is 
collected for employees earning less than an actuarially determined minimum compensation amount, 
pro-rated if less than a full year of service credit was earned. For fiscal year 2019, this amount was 
$21,600. Statutes provide that no employer shall pay a health care surcharge greater than 2 percent of 
that employer’s SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of 
the total statewide SERS-covered payroll for the health care surcharge.  For fiscal year 2019, the 
School surcharge obligation was $1,806.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The School contractually required contribution to SERS was 
$2,757 for fiscal year 2019.     

 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing 
Health Plan administered for eligible retirees who participated in the defined benefit or combined 
pension plans offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include 
hospitalization, physicians’ fees, prescription drugs and partial reimbursement of monthly Medicare Part 
B premiums.  Medicare Part B premium reimbursements will be discontinued effective January 1, 2020.  
The Plan is included in the report of STRS which can be obtained by visiting www.strsoh.org or by 
calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be 
absorbed by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all 
health care plan enrollees, for the most recent year, pay a portion of the health care costs in the form 
of a monthly premium.  Under Ohio law, funding for post-employment health care may be deducted 
from employer contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 
30, 2019, STRS did not allocate any employer contributions to post-employment health care.   
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10.  DEFINED BENEFIT OTHER POST EMPLOYMENT BENEFIT PLANS (continued) 
 
OPEB Liabilities, OPEB Assets, OPEB Expense, and Deferred Outflows of Resources and 
Deferred Inflows of Resources Related to OPEB  
 
The net OPEB liability and net OPEB asset were measured as of June 30, 2018, and the total OPEB 
liability and asset used to calculate the net OPEB liability and net OPEB asset were determined by an 
actuarial valuation as of that date. The School's proportion of the net OPEB liability and net OPEB asset 
were based on the School's share of contributions to the respective retirement systems relative to the 
contributions of all participating entities.  Following is information related to the proportionate share and 
OPEB expense: 

 

 
 

At June 30, 2019, the School reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  
 

 
 

SERS STRS Total

Proportion of the Net OPEB Liability

  Prior Measurement Date 0.00723390% 0.00507897%

Proportion of the Net OPEB Liability/asset

  Current Measurement Date 0.00567090% 0.00563584%

Change in Proportionate Share -0.00156300% 0.00055687%

Proportionate Share of the Net OPEB

  Liability/(asset) 157,327$           (90,562)$            66,765$             

OPEB Expense 3,720$                (207,229)$          (203,509)$          

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 2,568$                10,577$             13,145$             

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 9,799                  19,845                29,644                

School contributions subsequent to the 

  measurement date 2,757                  -                      2,757                  

Total Deferred Outflows of Resources 15,124$             30,422$             45,546$             

Deferred Inflows of Resources

Differences between expected and

  actual experience -$                    5,277$                5,277$                

Changes of assumptions 14,134                123,399             137,533             

Net difference between projected and

  actual earnings on OPEB plan investments 236                     10,345                10,581                

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 40,800                70,545                111,345             

Total Deferred Inflows of Resources 55,170$             209,566$           264,736$           
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10.  DEFINED BENEFIT OTHER POST EMPLOYMENT BENEFIT PLANS (continued) 
 

$2,757 reported as deferred outflows of resources related to OPEB resulting from the School's 
contributions subsequent to the measurement date will be recognized as a reduction of the net OPEB 
liability and net OPEB asset in the year ending June 30, 2020.  Other amounts reported as deferred 
outflows of resources and deferred inflows of resources related to OPEB will be recognized in OPEB 
expense as follows:  
 

 
 

Actuarial Assumptions - SERS 
 
The total OPEB liability is determined by SERS’ actuaries in accordance with GASB Statement No. 74, 
as part of their annual actuarial valuation for each retirement plan. Actuarial valuations of an ongoing 
plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment terminations). Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates 
are made about the future. 

 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point. The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
 
 
 
 
 
 
 
 
 

 

SERS STRS Total

Fiscal Year Ending June 30:

2020 (7,726)$                 (33,797)$               (41,523)$               

2021 (7,806)                   (33,797)                 (41,603)                 

2022 (8,063)                   (33,795)                 (41,858)                 

2023 (18,591)                 (31,448)                 (50,039)                 

2024 (435)                       (30,627)                 (31,062)                 

Thereafter (182)                       (15,680)                 (15,862)                 

Total (42,803)$               (179,144)$            (221,947)$            
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10.  DEFINED BENEFIT OTHER POST EMPLOYMENT BENEFIT PLANS (continued) 
 
Key methods and assumptions used in calculating the total OPEB liability in the latest actuarial 
valuation date of June 30, 2018, are presented below: 
 

Wage Inflation 3.00 percent

Future Salary Increases, including inflation 3.50 percent to 18.20 percent

Investment Rate of Return 7.50 percent net of investments

expense, including inflation

Municipal Bond Index Rate:

    Measurement Date 3.62 percent

    Prior Measurement Date 3.56 percent

Single Equivalent Interest Rate, net of plan investment expense,

 including price inflation

    Measurement Date 3.70 percent

    Prior Measurement Date 3.63 percent

Medical Trend Assumption

    Medicare 5.375 to 4.75 percent

    Pre-Medicare 7.25 to 4.75 percent  
 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The most recent experience study was completed for the five year period ended June 30, 2015.   

 
The long-term expected rate of return on plan assets is reviewed as part of the actuarial five-year 
experience study. The most recent study covers fiscal years 2010 through 2015, and was adopted by 
the Board on April 21, 2016. Several factors are considered in evaluating the long-term rate of return 
assumption including long-term historical data, estimates inherent in current market data, and a log-
normal distribution analysis in which best-estimate ranges of expected future real rates of return were 
developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long-term expected rate of return, 7.50 percent, by weighting the expected future real rates 
of return by the target asset allocation percentage and then adding expected inflation. The capital 
market assumptions developed by the investment consultant are intended for use over a 10-year 
horizon and may not be useful in setting the long-term rate of return for funding pension plans which 
covers a longer timeframe. The assumption is intended to be a long-term assumption and is not 
expected to change absent a significant change in the asset allocation, a change in the inflation 
assumption, or a fundamental change in the market that alters expected returns in future years. 
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10. DEFINED BENEFIT OTHER POST EMPLOYMENT BENEFIT PLANS (continued) 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset 
class, as used in the June 30, 2015 five-year experience study, are summarized as follows:  
 

 
 

Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2018 was 3.70 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2018 was 3.63 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be 
made from members and the System at the state statute contribution rate of 2.00 percent of projected 
covered employee payroll each year, which includes a 1.50 percent payroll surcharge and 0.50 percent 
of contributions from the basic benefits plan. Based on these assumptions, the OPEB plan’s fiduciary 
net position was projected to become insufficient to make future benefit payments during the fiscal year 
ending June 30, 2025. Therefore, the long-term expected rate of return on OPEB plan assets was used 
to present value the projected benefit payments through the fiscal year ending June 30, 2024 and the 
Fidelity General Obligation 20-year Municipal Bond Index rate of 3.62 percent, as of June 30, 2018 (i.e. 
municipal bond rate), was used to present value the projected benefit payments for the remaining years 
in the projection. The total present value of projected benefit payments from all years was then used to 
determine the single rate of return that was used as the discount rate. The projection of future benefit 
payments for all current plan members was until the benefit payments ran out. 
 
Sensitivity of the School's Proportionate Share of the Net OPEB Liability to Changes in the 
Discount Rate and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive 
to changes in the discount rate and the health care cost trend rate. The following table presents the net 
OPEB liability of SERS, what SERS' net OPEB liability would be if it were calculated using a discount 
rate that is 1 percentage point lower (2.70%) and higher (4.70%) than the current discount rate (3.70%). 
Also shown is what SERS' net OPEB liability would be based on health care cost trend rates that are 1 
percentage point lower (6.25% decreasing to 3.75%) and higher (8.25% decreasing to 5.75%) than the 
current rate. 
 

 

Asset Class

Cash 1.00 % 0.50 %

US Stocks 22.50 4.75

Non-US Stocks 22.50 7.00

Fixed Income 19.00 1.50

Private Equity 10.00 8.00

Real Assets 15.00 5.00

Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected

Allocation Real Rate of Return

Current

1% Decrease Discount Rate 1% Increase

(2.70%) (3.70%) (4.70%)

School's proportionate share

  of the net OPEB liability 190,903$                 157,327$                  130,740$                  

Current

1% Decrease Trend Rate 1% Increase

(6.25 % decreasing (7.25 % decreasing (8.25 % decreasing

to 3.75%) to 4.75%) to 5.75%)

School's proportionate share

  of the net OPEB liability 126,933$                 157,327$                  197,572$                  
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10.  DEFINED BENEFIT OTHER POST EMPLOYMENT BENEFIT PLANS (continued) 
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2018, actuarial valuation are presented below:   

 

Projected salary increases 12.50 percent at age 20 to 

 2.50 percent at age 65

Investment Rate of Return 7.45 percent, net of investment

 expenses, including inflation

Payroll Increases 3 percent

Cost-of-Living Adjustments 0.0 percent, effective July 1, 2017

  (COLA)

Discount Rate of Return 7.45 percent

Health Care Cost Trends

  Medical

    Pre-Medicare 6.00 percent 4.00 percent

    Medicare 5.00 percent 4.00 percent

  Prescription Drug

    Pre-Medicare 8.00 percent

    Medicare -5.23 percent 4.00 percent

 
 

Projections of benefits include the historical pattern of sharing benefit costs between the employers 
and retired plan members. 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates 
between ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using 
mortality improvement scale MP-2016. For disabled retirees, mortality rates are based on the RP-2014 
Disabled Mortality Table with 90 percent of rates for males and 100 percent of rates for females, 
projected forward generationally using mortality improvement scale MP-2016. 
 
Actuarial assumptions used in the June 30, 2018, valuation are based on the results of an actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  

 
 

Assumption Changes Since the Prior Measurement Date The discount rate was increased from the 
blended rate of 4.13% to the long-term expected rate of return of 7.45% based on the methodology 
defined under GASB Statement No. 74, Financial Reporting for Postemployment Benefit Plans Other 
Than Pension Plans (OPEB).  Valuation year per capita health care costs were updated.  
 
Benefit Term Changes Since the Prior Measurement Date The subsidy multiplier for non-Medicare 
benefit recipients was increased from 1.9% to 1.944% per year of service effective January 1, 2019.  
The non-Medicare frozen subsidy base premium was increased effective January 1, 2019 and all 
remaining Medicare Part B premium reimbursements will be discontinued beginning January 1, 2020. 
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10.  DEFINED BENEFIT OTHER POST EMPLOYMENT BENEFIT PLANS (continued) 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based 
on the target allocation adopted by the Retirement Board.  The target allocation and long-term expected 
rate of return for each major asset class are summarized as follows:  
 

 
 

* The target allocation percentage is effective as of July 1, 2017.  Target weights will be phased in over 
a 24-month period concluding on July 1, 2019. 

 
*10 year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25 percent and does not include investment expenses.  Over a 30-year period, STRS' investment 
consultant indicates that the above target allocations should generate a return above the actual rate of 
return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total OPEB asset was 7.45 percent as of June 
30, 2018. The projection of cash flows used to determine the discount rate assumes STRS Ohio 
continues to allocate no employer contributions to the health care fund. Based on these assumptions, 
the OPEB plan’s fiduciary net position was projected to be available to make all projected future benefit 
payments to current plan members. Therefore, the long-term expected rate of return on health care 
plan investments of 7.45 percent was used to measure the total OPEB asset as of June 30, 2018.  
 
Sensitivity of the School's Proportionate Share of the Net OPEB Asset to Changes in the 
Discount and Health Care Cost Trend Rate The following table represents the net OPEB asset as of 
June 30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well 
as what the net OPEB asset would be if it were calculated using a discount rate that is one percentage 
point lower (6.45 percent) or one percentage point higher (8.45 percent) than the current assumption. 
Also shown is the net OPEB asset as if it were calculated using health care cost trend rates that are 
one percentage point lower or one percentage point higher than the current health care cost trend rates. 

 

 
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25
Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected

Current
1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)
School's proportionate share
  of the net OPEB asset 77,620$             90,562$             101,439$           

Current
1% Decrease Trend Rate 1% Increase

School's proportionate share
  of the net OPEB asset 100,825$           90,562$             80,139$             
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11.  CONTINGENCIES  
 

Grants  
 

Amounts received from grantor agencies are subject to audit and adjustment by the grantor. Any 
disallowed costs may require refunding to the grantor. Amounts which may be disallowed, if any, are 
not presently determinable. However, in the opinion of the School, any such adjustments will not have 
a material adverse effect on the financial position of the School.  
 
Full Time Equivalency 
  
Foundation funding is based on the annualized full-time equivalent (FTE) enrollment of each student. 
However, there is an important nexus between attendance and enrollment for Foundation funding 
purposes. Community schools must provide documentation that clearly demonstrates students have 
participated in learning opportunities. The Ohio Department of Education (ODE) is legislatively 
required to adjust/reconcile funding as enrollment information is updated by schools throughout the 
State, which can extend past the fiscal year end. 

Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the 
fiscal year end that may result in an additional adjustment to the enrollment information as well as 
claw backs of Foundation funding due to a lack of evidence to support student participation and other 
matters of noncompliance. The ODE performed such a review on the School for fiscal year 2019 and 
determined that School owned ODE $1,349.  This amount is reported as state funding payable on 
the statement of net position.    

As of the date of this report, all ODE adjustments through fiscal year 2019 have been completed. 
  

Litigation 
 

The School is not a party to legal proceedings that, in the opinion of management, would have a 
material adverse effect on the financial statements.  

12.     FEDERAL TAX STATUS  
 

The School was approved under § 501(c)(3) of the Internal Revenue Code as a tax exempt 
organization.  
 

13.  SPONSORSHIP FEES 
 
 On July 1, 2005, the School contracted with the Saint Aloysius Orphanage (SAO) as its sponsor.  

State law allows sponsors to assess the schools up to 3 percent of State revenues as an oversight 
fee.  In June 2017, the School and the Sponsor signed a new agreement for a term of three (3) years 
through June 30, 2020. Total fees for fiscal year 2019 were $75,040.   
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14.    CHANGE IN ACCOUNTING PRINCIPLES  
 

For the fiscal year ended June 30, 2019, the School has implemented Governmental Accounting 
Standards Board (GASB) Statement No. 83, Certain Asset Retirement Obligations and GASB No. 
88, Certain Disclosures Related to Debt, including Direct Borrowings and Direct Placements. 

 
GASB Statement No. 83 establishes criteria for determining timing and pattern of recognition of a 
liability and a corresponding deferred outflow of resources for asset retirement obligations. The 
implementation of GASB Statement No. 83 did not have an effect on the financial statements of the 
School.  

  
GASB Statement No. 88 establishes additional financial statement note disclosure requirements 
related to debt obligations of governments, including direct borrowings and direct placements. These 
changes were incorporated in the School’s fiscal year 2019 financial statements; however, there was 
no effect on beginning net position.
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2019 2018 2017 2016 2015 2014

School Employees Retirement System (SERS)

School's Proportion of the Net Pension

Liability 0.0062470% 0.0079164% 0.0062493% 0.0093211% 0.009827% 0.009827%

School's Proportionate Share of the Net

Pension Liability 357,777$         472,987$         457,391$         531,871$         497,339$         584,380$         

School's Covered Payroll 210,644$         241,921$         216,086$         691,184$         330,988$         266,098$         

School's Proportionate Share of the Net

Pension Liability as a Percentage

of its Covered Payroll 169.85% 195.51% 211.67% 76.95% 150.26% 219.61%

Plan Fiduciary Net Position as a 

Percentage of the Total Pension

Liability 71.36% 69.50% 62.98% 69.16% 71.70% 65.52%

State Teachers Retirement System (STRS)

School's Proportion of the Net Pension

Liability 0.00563584% 0.00507897% 0.00692570% 0.00805572% 0.00778626% 0.00778626%

School's Proportionate Share of the Net

Pension Liability 1,239,195$        1,206,520$        2,318,241$        2,226,365$        1,893,888$        2,255,987$        

School's Covered Payroll 637,557$          558,364$          762,557$          808,629$          855,138$          596,062$          

School's Proportionate Share of the Net

Pension Liability as a Percentage

of its Covered Payroll 194.37% 216.08% 304.01% 275.33% 221.47% 378.48%

Plan Fiduciary Net Position as a 

Percentage of the Total Pension

Liability 77.31% 75.29% 66.80% 72.10% 74.70% 69.30%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional

      years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date

     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information
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2019 2018 2017 2016 2015 2014 2013 2012 2011 2010

School Employees Retirement System (SERS)

Contractually Required Contribution 25,676$        28,437$        33,869$        30,252$        91,098$        45,875$        36,828$        36,459$        36,459$        52,881$        

Contributions in Relation to the 

Contractually Required Contribution (25,676)         (28,437)         (33,869)         (30,252)         (91,098)         (45,875)         (36,828)         (36,459)         (36,459)         (52,881)         

Contribution Deficiency (Excess) -               -               -               -               -               -               -               -               -               -               

School Covered Payroll 190,193$      210,644$      241,921$      216,086$      691,184$      330,988$      266,098$      271,071$      290,048$      390,554$      

Contributions as a Percentage of

Covered Payroll 13.50% 13.50% 14.00% 14.00% 13.18% 13.86% 13.84% 13.45% 12.57% 13.54%

State Teachers Retirement System (STRS)

Contractually Required Contribution 120,977$      89,258$        78,171$        106,758$      113,208$      111,168$      77,488$        78,632$        88,967$        95,436$        

Contributions in Relation to the 

Contractually Required Contribution (120,977)       (89,258)         (78,171)         (106,758)       (113,208)       (111,168)       (77,488)         (78,632)         (88,967)         (95,436)         

Contribution Deficiency (Excess) -$             -$             -$             -$             -$             -$             -$             -$             -$             -$             

School Covered Payroll 864,121$      637,557$      558,364$      762,557$      808,629$      855,138$      596,062$      604,862$      684,362$      734,123$      

Contributions as a Percentage of

Covered Payroll 14.00% 14.00% 14.00% 14.00% 14.00% 13.00% 13.00% 13.00% 13.00% 13.00%

See accompanying notes to the required supplementary information
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2019 2018 2017

School Employees Retirement System (SERS)

School's Proportion of the Net OPEB

Liability 0.0056709% 0.0072339% 0.0067104%

School's Proportionate Share of the Net

OPEB Liability 157,327$         194,139$         191,271$         

School's Covered Payroll 210,644$         241,921$         216,086$         

School's Proportionate Share of the Net

OPEB Liability as a Percentage

of its Covered Payroll 74.69% 80.25% 88.52%

Plan Fiduciary Net Position as a 

Percentage of the Total OPEB

Liability 13.57% 12.46% 11.49%
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2019 2018 2017

State Teachers Retirement System (STRS)

School's Proportion of the Net OPEB

Liability/Asset 0.00563584% 0.00507897% 0.00692570%

School's Proportionate Share of the Net

OPEB Liability/(Asset) (90,562)$           198,163$          370,388$          

School's Covered Payroll 637,557$          558,364$          762,557$          

School's Proportionate Share of the Net

OPEB Liability/Asset as a Percentage

of its Covered Payroll -14.20% 35.49% 48.57%

Plan Fiduciary Net Position as a 

Percentage of the Total OPEB

Liability/Asset 176.00% 47.11% 37.30%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 

      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date

     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information
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2019 2018 2017 2016 2015 2014 2013 2012 2011 2010

School Employees Retirement System (SERS)

Contractually Required Contribution (1) 2,757$         1,303$         3,463$         5,015$         9,725$         13,127$       13,414$       7,947$         9,411$         9,131$         

Contributions in Relation to the 

Contractually Required Contribution (2,757)          (1,303)          (3,463)          (5,015)          (9,725)          (13,127)        (13,414)        (7,947)          (9,411)          (9,131)          

Contribution Deficiency (Excess) -              -              -              -              -              -              -              -              -              -              

School Covered Payroll 190,193$     210,644$     241,921$     216,086$     691,184$     330,988$     266,098$     271,071$     290,048$     390,554$     

OPEB Contributions as a Percentage of

Covered Payroll (1) 1.45% 0.62% 1.43% 2.32% 1.41% 3.97% 5.04% 2.93% 3.24% 2.34%

State Teachers Retirement System (STRS)

Contractually Required Contribution -$            -$            -$            -$            -$            8,551$         5,961$         6,049$         6,844$         7,341$         

Contributions in Relation to the 

Contractually Required Contribution -              -              -              -              -              (8,551)          (5,961)          (6,049)          (6,844)          (7,341)          

Contribution Deficiency (Excess) -$            -$            -$            -$            -$            -$            -$            -$            -$            -$            

School Covered Payroll 864,121$     637,557$     558,364$     762,557$     808,629$     855,138$     596,062$     604,862$     684,362$     734,123$     

Contributions as a Percentage of

Covered Payroll 0.00% 0.00% 0.00% 0.00% 0.00% 1.00% 1.00% 1.00% 1.00% 1.00%

(1) Includes Surcharge

See accompanying notes to the required supplementary information
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NET PENSION LIABILITY  
 

SCHOOL EMPLOYEES RETIREMENT SYSTEM (SERS) OF OHIO 
 
Changes of benefit terms: There were no changes in benefit terms from the amounts reported for fiscal 
years 2014-2017 and 2019. 
 
The following changes were made to the benefit terms in 2018 as identified: The COLA was changed from 
a fixed 3.00% to a COLA that is indexed to CPI-W not greater than 2.5% with a floor of 0% beginning 
January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has enacted a 
three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in assumptions: There were no changes in methods and assumptions used in the calculation 
of actuarial determined contributions for fiscal years 2014-2016 and 2018-2019. For fiscal year 2017, the 
following changes of assumptions affected the total pension liability since the prior measurement date: (a) 
the assumed rate of inflation was reduced from 3.25% to 3.00%, (b) payroll growth assumption was reduced 
from 4.00% to 3.50%, (c) assumed real wage growth was reduced from 0.75% to 0.50%, (d) Rates of 
withdrawal, retirement and disability were updated to reflect recent experience, (e) mortality among active 
members was updated to RP-2014 Blue Collar Mortality Table with fully generational projection and a five 
year age set-back for both males and females, (f) mortality among service retired members, and 
beneficiaries was updated to the following RP-2014 Blue Collar Mortality Table with fully generational 
projection with Scale BB, 120% of male rates, and 110% of female rates and (g) mortality among disable 
member was updated to RP-2000 Disabled Mortality Table, 90% for male rates and 100% for female rates, 
set back five years is used for the period after disability retirement (h) change in discount rate from 7.75% 
to 7.5%.   

 
STATE TEACHERS RETIREMENT SYSTEM (STRS) OF OHIO 
 
Changes in benefit terms: There were no changes in benefit terms from the amounts reported for fiscal 
years 2014-2019. 
 
Changes in assumptions: There were no changes in methods and assumptions used in the calculation 
of actuarial determined contributions for fiscal years 2014-2017 and 2019.  For fiscal year 2018, the 
following changes of assumptions affected the total pension liability since the prior measurement date: (a) 
inflation assumption lowered from 2.75% to 2.50%, (b) investment return assumption lowered from 7.75% 
to 7.45%, (c) total salary increases rates lowered by decreasing the merit component of the individual salary 
increases, as well as by 0.25% due to lower inflation, (d) payroll growth assumption lowered to 3.00%, (e) 
updated the healthy and disable mortality assumption to the “RP-2014” mortality tables with generational 
improvement scale MP-2016, (f) rates of retirement, termination and disability were modified to better reflect 
anticipated future experience. 
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NET OPEB LIABILITY 
  
Changes in Assumptions – SERS  
Amounts reported for fiscal year 2018 and 2019 incorporate changes in key methods and assumptions 
used in calculating the total OPEB liability as presented below:  
  
Municipal Bond Index Rate: 
    Fiscal year 2019          3.62 percent 
    Fiscal year 2018          3.56 percent 
    Fiscal year 2017         2.92 percent 
Single Equivalent Interest Rate, net of plan investment expense, 
 including price inflation 
    Fiscal year 2019          3.70 percent 
    Fiscal year 2018          3.63 percent 
    Fiscal year 2017         2.98 percent 
Medicare Trend Assumption 
  Medicare 
     Fiscal year 2019       5.375 percent decreasing to 4.75 percent 
     Fiscal year 2018       5.50 percent decreasing to 5.00 percent 
  Pre - Medicare 
     Fiscal year 2019       7.25 percent decreasing to 4.75 percent 
     Fiscal year 2018       7.50 percent decreasing to 5.00 percent 
  
Changes in Assumptions – STRS 
 
For fiscal year 2018, the discount rate was increased from 3.26 percent to 4.13 percent and in fiscal year 
2019 the discount rate was increased from the blended rate of 4.13 percent to the long-term expected rate 
of return of 7.45 percent,  based on the methodology defined under GASB Statement No. 74, Financial 
Reporting for Postemployment Benefit Plans Other Than Pension Plans (OPEB) and the long term 
expected rate of return was reduced from 7.75 percent to 7.45 percent. Valuation year per capita health 
care costs were updated, and the salary scale was modified.  
 
The percentage of future retirees electing each option was updated based on current data and the 
percentage of future disabled retirees and terminated vested participants electing health coverage were 
decreased. The assumed mortality, disability, retirement, withdrawal and future health care cost trend rates 
were modified along with the portion of rebated prescription drug costs.  
  
Changes in Benefit Terms – STRS 
 
Also, for fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 2.1  
percent to 1.9 percent per year of service, and increased from 1.9 percent to 1.944 percent per year of 
service effective January 1, 2019. The non-Medicare frozen subsidy base premium was increased effective 
January 1, 2019 and all remaining Medicare Part B premium reimbursements will be discontinued beginning 
January 1, 2020. 
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Rockefeller Building 

614 W Superior Ave Ste 1242 

Cleveland OH  44113-1306 

Charles E. Harris & Associates, Inc.    Office phone - (216) 575-1630 

Certified Public Accountants      Fax - (216) 436-2411 

 

 

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER 

FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS  

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN  

ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

 

 

Hope Academy Northcoast Campus 

Cuyahoga County  

4310 East 71st Street 

Cleveland, Ohio 44105 

 

To the Board of Directors: 

 

We have audited, in accordance with the auditing standards generally accepted in the United States of 

America and the standards applicable to financial audits contained in Government Auditing Standards, 

issued by the Comptroller General of the United States, the financial statements of the Hope Academy 

Northcoast Campus, Cuyahoga County, Ohio (the School), as of and for the year ended June 30, 2019, 

and the related notes to the financial statements, which collectively comprise the School’s basic financial 

statements, and have issued our report thereon dated January 21, 2020.  

 

Internal Control Over Financial Reporting 

 

In planning and performing our audit of the financial statements, we considered the School’s internal 

control over financial reporting (internal control) to determine the audit procedures that are appropriate in 

the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 

purpose of expressing an opinion on the effectiveness of the School’s internal control. Accordingly, we 

do not express an opinion on the effectiveness of the School’s internal control.   

 

A deficiency in internal control exists when the design or operation of a control does not allow 

management or employees, in the normal course of performing their assigned functions, to prevent, or 

detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 

of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 

of the School’s financial statements will not be prevented, or detected and corrected, on a timely basis.  A 

significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 

severe than a material weakness, yet important enough to merit attention by those charged with 

governance.   

 

Our consideration of internal control was for the limited purpose described in the first paragraph of this 

section and was not designed to identify all deficiencies in internal control that might be material 

weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 

deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 

may exist that have not been identified. 
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Compliance and Other Matters 

 

As part of obtaining reasonable assurance about whether the School’s financial statements are free from 

material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 

contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 

determination of financial statement amounts. However, providing an opinion on compliance with those 

provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 

results of our tests disclosed no instances of noncompliance or other matters that are required to be 

reported under Government Auditing Standards.   

 

Purpose of this Report 

 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance 

and the results of that testing, and not to provide an opinion on the effectiveness of the School’s internal 

control or on compliance. This report is an integral part of an audit performed in accordance with 

Government Auditing Standards in considering the School’s internal control and compliance.  

Accordingly, this communication is not suitable for any other purpose. 

 

 

 
Charles E. Harris & Associates, Inc. 
January 21, 2020 
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SCHEDULE OF PRIOR AUDIT FINDINGS – Prepared by Management 

June 30, 2019 
 
 

 
 

Finding 
Number 

 
 

Finding 
Summary 

 
 
 

Status 

 
 
 

Additional Information 

 
2018-001 

 
Material Weakness – incorrect 
amount used in reporting GASB 
68 in the audit report 
 

 
Corrected 
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88 East Broad Street, Columbus, Ohio 43215 
Phone: 614-466-4514 or 800-282-0370 

www.ohioauditor.gov

 
 
 
Board of Directors 
Hope Academy Northcoast Campus 
4310 East 71st Street 
Cleveland, Ohio 44105 
 
 
We have reviewed the Independent Auditor’s Report of the Hope Academy Northcoast Campus, 
Cuyahoga County, prepared by Rea & Associates, Inc., for the audit period July 1, 2017 through 
June 30, 2018.  Based upon this review, we have accepted these reports in lieu of the audit 
required by Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying 
financial statements and, accordingly, we are unable to express, and do not express an opinion on 
them.  
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Hope Academy Northcoast Campus is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
April 3, 2019  
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February 26, 2019 
 
To the Board of Directors 
Hope Academy Northcoast Campus 
Cuyahoga County, Ohio 
4310 East 71st Street 
Cleveland, OH 44105 
 
 

INDEPENDENT AUDITOR'S REPORT 
 
Report on the Financial Statements 

We have audited the accompanying financial statements of the Hope Academy Northcoast Campus, 
Cuyahoga County, Ohio (the “School”) as of and for the year ended June 30, 2018, and the related notes 
to the financial statements, which collectively comprise the School’s basic financial statements as listed in 
the table of contents. 
 
Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the School’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the School’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating 
the appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
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Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the School, as of June 30, 2018, and the changes in its financial position and its cash 
flows for the year then ended in accordance with accounting principles generally accepted in the United 
States of America. 
 
Emphasis of Matter 
 
As described in Note 14 to the financial statements, the School restated the net position balance to 
account for the implementation of Governmental Accounting Standard Board (GASB) Statement No. 75, 
“Accounting and Financial reporting for Postemployment Benefits other than Pensions.” Our opinion is 
not modified with respect to this matter. 
 
Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the School's Proportionate Share of the Net Pension Liability, 
Schedule of School Contributions – Pension, Schedule of the School’s Proportionate Share of the Net 
OPEB Liability, and the Schedule of the School’s Contributions - OPEB on pages 3-8, 35, 36, 37 and 38, 
respectively, be presented to supplement the basic financial statements. Such information, although not a 
part of the basic financial statements, is required by the Governmental Accounting Standards Board who 
considers it to be an essential part of financial reporting for placing the basic financial statements in an 
appropriate operational, economic, or historical context. We have applied certain limited procedures to 
the required supplementary information in accordance with auditing standards generally accepted in the 
United States of America, which consisted of inquiries of management about the methods of preparing the 
information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic 
financial statements. We do not express an opinion or provide any assurance on the information because 
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance. 
 
Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated February 26, 
2019, on our consideration of the School's internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness 
of the School’s internal control over financial reporting or on compliance. That report is an integral part 
of an audit performed in accordance with Government Auditing Standards in considering the School’s 
internal control over financial reporting and compliance. 

     Cambridge, Ohio 
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The discussion and analysis of the Hope Academy Northcoast Campus’ (the School) financial performance 
provides an overall review of the School’s financial activities for the fiscal year ended  
June 30, 2018.  The intent of this discussion and analysis is to look at the School’s financial performance 
as a whole; readers should also review the basic financial statements and the notes to the basic financial 
statements to enhance their understanding of the School’s financial performance.    
 
The Management’s Discussion and Analysis (MD&A) is an element of the reporting model adopted by the 
Governmental Accounting Standards Board (GASB) in their Statement No. 34 Basic Financial Statements 
and Management’s Discussion and Analysis for State and Local Governments issued June 1999.  Certain 
comparative information between the current year and the prior year is required to be presented in the 
MD&A.  
 
Financial Highlights   
 

 In total, net position increased $854,849, which represents a 28.5% percent increase from 2017. 
The increase is primarily due to changes in GASB 68 and 75 pension/OPEB accruals. 

 
 Total assets decreased $24,310, which represents an 8.0% percent decrease from 2017.  This was 

primarily due to a decrease in grants receivable. 
 

 Liabilities decreased $1,297,700, which represents a 37.9% percent decrease from 2017. The 
decrease in liabilities is primarily due to a decrease in GASB 68 and 75 pension/OPEB accruals.   
 

 During the year, the school implemented GASB statement No. 75, which reduced beginning net 
position by $558,196. 

 
Using this Financial Report   
 
This report consists of three parts, the required supplementary information, the basic financial statements, 
and notes to those statements.  The basic financial statements include a Statement of Net Position, a 
Statement of Revenues, Expenses and Changes in Net Position, and a Statement of Cash Flows.   
 
The School uses enterprise presentation for all of its activities. 
 
Statement of Net Position   
 
The Statement of Net Position answers the question of how the School did financially during 2018.  This 
statement includes all assets, deferred outflows of resources, liabilities, and deferred inflows of resources 
both financial and capital, and short-term and long-term using the accrual basis of accounting and economic 
resources focus, which is similar to the accounting used by most private-sector companies.  This basis of 
accounting takes into account all revenues and expenses during the year, regardless of when the cash is 
received or paid.    
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Table 1 provides a summary of the School’s Net Position for fiscal years 2018 and 2017.   
 
  

(Table 1) 
Statement of Net Position  

Restated  
2018 2017 

Assets  

Total Assets  $    278,279  $    302,589  

  
Deferred Outflows  
  
Pension Requirements        576,439        518,838  
OPEB         23,706           3,463  
Total Deferred Outflows of Resources        600,145        522,301  

  
Liabilities 

Current Liabilities         54,061         86,279  
Long Term Liabilities     2,071,809     3,337,291  
Total Liabilities     2,125,870     3,423,570  

Deferred Inflows 

Pension Requirements        764,321        395,959  
OPEB        128,023                  -  
Total Deferred Inflows of Resources 892,344        395,959    

Net Position 
 

Unrestricted  $(2,139,790)  $(2,994,639) 

 
 
In total, net position increased $854,849, which represents a 28.5% percent increase from 2017 restated 
net position. The increase is primarily due to changes in GASB 68 and 75 pension/OPEB accruals. Total 
assets decreased $24,310, which represents an 8.0% percent decrease from 2017.  This was primarily due 
to a decrease in grants receivable.  Liabilities decreased $1,297,700, which represents a 37.9% percent 
decrease from 2017. The decrease in liabilities is primarily due to a decrease in GASB 68 and 75 
pension/OPEB accruals.   
 
Statement of Revenues, Expenses and Changes in Net Position   
 
Table 2 shows the changes in Net Position for fiscal years 2018 and 2017, as well as a listing of revenues 
and expenses.   This change in Net Position is important because it tells the reader that, for the School as 
a whole, the financial position of the School has improved or diminished. The cause of this may be the 
result of many factors, some financial, some not.  Non-financial factors include the current laws in Ohio 
restricting revenue growth, facility conditions, required educational programs and other factors. 
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Table 2 shows the changes in net position for the year ended June 30, 2018, as compared to changes 
reported for fiscal year 2017. 

(Table 2) 
Change in Net Position 

 
 2018 2017 
OPERATING REVENUES 
State Aid  $  2,316,500  $  2,422,471 
Casino Aid          14,143          14,338 
Facilities Aid          52,756          56,990 
NON-OPERATING REVENUE 
Grants        581,921        629,115 
Interest Income               297               246 
Miscellaneous                    -            3,612 
Total Revenues      2,965,617      3,126,772 

OPERATING EXPENSES 
Purchased Services: Management Fees      2,203,408      2,305,899 
Purchased Services: Grant Programs        581,921        629,115 
Pension and OPEB Expense    (846,941) 8,756 
Sponsorship Fees          69,893          72,360 
Legal          20,977          21,192 
Auditing and Accounting          28,068          31,390 
Insurance            7,151            7,099 
Board of Education          11,399          10,472 
Miscellaneous          34,892          18,540 

Total Expenses 2,110,768      3,104,823 

Change in Net Position  $  854,849  $    21,949
 
 
The primary reason for the decrease in overall revenues from 2017 was the decrease in state aid. The 
School’s most significant expense, “Purchased Services: Management Fees” decreased because of the 
management agreement in place between the School and Accel.  The agreement provides that specific 
percentages of the revenues received by the School will be paid to Accel to fund operations.  (See Notes 
to the Basic Financial Statements, Note 7).   
 
The net pension liability (NPL) is the largest single liability reported by the School at June 30, 2018   and is 
reported pursuant to GASB Statement 68, Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27.   For fiscal year 2018, the School adopted GASB Statement 75, 
Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions, which significantly 
revises accounting for costs and liabilities related to other postemployment benefits (OPEB).  For reasons 
discussed below, many end users of this financial statement will gain a clearer understanding of the 
School’s actual financial condition by adding deferred inflows related to pension and OPEB, the net pension 
liability and the net OPEB liability to the reported net position and subtracting deferred outflows related to 
pension and OPEB. 
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Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may not 
be sufficient to fully fund each plan’s net pension liability or net OPEB liability.  GASB 68 and GASB 75 take 
an earnings approach to pension and OPEB accounting; however, the nature of Ohio’s statewide 
pension/OPEB plans and state law governing those systems requires additional explanation in order to 
properly understand the information presented in these statements. 

 
GASB 68 and GASB 75 require the net pension liability and the net OPEB liability to equal the School’s 
proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 
 
GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the “employment 
exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, and the 
promise of a future pension and other postemployment benefits.  GASB noted that the unfunded portion of 
this promise is a present obligation of the government, part of a bargained-for benefit to the employee, and 
should accordingly be reported by the government as a liability since they received the benefit of the 
exchange.  However, the School is not responsible for certain key factors affecting the balance of these 
liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with the employer.  Both 
employer and employee contribution rates are capped by State statute.  A change in these caps requires 
action of both Houses of the General Assembly and approval of the Governor.  Benefit provisions are also 
determined by State statute.  The Ohio Revised Code permits, but does not require the retirement systems 
to provide healthcare to eligible benefit recipients.  The retirement systems may allocate a portion of the 
employer contributions to provide for these OPEB benefits. 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is limited 
not by contract but by law.  The employer enters the exchange also knowing that there is a specific, legal 
limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the unfunded 
liability of the pension/OPEB plan as against the public employer.  State law operates to mitigate/lessen 
the moral obligation of the public employer to the employee, because all parties enter the employment 
exchange with notice as to the law.  The retirement system is responsible for the administration of the 
pension and OPEB plans.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability.  As explained above, changes in benefits, 
contribution rates, and return on investments affect the balance of these liabilities, but are outside the 
control of the local government.  In the event that contributions, investment returns, and other changes are 
insufficient to keep up with required payments, State statute does not assign/identify the responsible party 
for the unfunded portion.  Due to the unique nature of how the net pension liability and the net OPEB liability 
are satisfied, these liabilities are separately identified within the long-term liability section of the statement 
of net position. 
 
In accordance with GASB 68 and GASB 75, the School’s statements include an annual pension expense 
and an annual OPEB expense for their proportionate share of each plan’s change in net pension liability 
and net OPEB liability, respectively, not accounted for as deferred inflows/outflows.  
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As a result of implementing GASB 75, the School is reporting a net OPEB liability and deferred 
inflows/outflows of resources related to OPEB on the accrual basis of accounting.  This implementation 
also had the effect of restating net position at June 30, 2017, from a deficit of $2,436,443 to a deficit of 
$2,994,639. 

 
The information necessary to restate the 2017 beginning balances and the 2017 OPEB expense amounts 
for the effects of the initial implementation of GASB 75 is not available. Therefore, 2017 functional expenses 
still include OPEB expense of $3,463 computed under GASB 45. GASB 45 required recognizing pension 
expense equal to the contractually required contributions to the plan. Under GASB 75, OPEB expense 
represents additional amounts earned, adjusted by deferred inflows/outflows. The contractually required 
contribution is no longer a component of OPEB expense. Under GASB 75, the 2018 statements report 
negative OPEB expense of $60,274. Consequently, in order to compare 2018 total expenses to 2017, the 
following adjustments are needed: 
 

Total 2018 Expenses under GASB 75  $     2,110,768  

Negative OPEB Expense under GASB 75 60,274  

2018 Contractually Required Contribution 1,303  

Adjusted 2018 Program Expenses 2,172,345  
Total 2017 Program Expenses under GASB 45 3,104,823  

Decrease in Program Expenses not Related to OPEB  $   (932,478) 
 
Capital Assets 
 
At the end of fiscal year 2018 the School had $0, invested in capital assets. For more information on capital 
assets, see Note 5 in the Notes to the Basic Financial Statements. 
 
Current Financial Issues   
 
The Hope Academy Northcoast Campus received revenue for 270 students in 2018 (a decrease from 2017 
of 15) and continues to enroll students on a daily basis.  State law governing community schools allows for 
the School to have open enrollment across traditional school district boundaries.  The School receives its 
support almost entirely from State Aid.  Per pupil revenue from State Aid for the School averaged $8,827 
in fiscal year 2018.  The School receives additional revenues from grant subsidies.   
 
On July 1, 2005, the School contracted with the Saint Aloysius Orphanage (SAO) as its sponsor.  State law 
allows sponsors to assess the schools up to 3 percent of State revenues as an oversight fee.  In June 2017, 
the School and the Sponsor signed a new agreement for a term of three (3) years through June 30, 2020.  
Under the terms of this agreement, SAO will be paid three percent (3%) of all funds received by the School 
from the State of Ohio.  The school may terminate the agreement by sending notice 180 days prior to June 
30. The Sponsor can terminate by sending notice by February 1st of the termination year. 
 
 
Contacting the School’s Financial Management 
 
This financial report is designed to provide our readers with a general overview of the School’s finances 
and to show the School’s accountability for the money it receives.  If you have questions about this report 
or need additional information, contact Brian G. Adams, Fiscal Officer for the Hope Academy Northcoast 
Campus, 65 E. Wilson Bridge Road, Worthington, OH 43085 or e-mail at badams@ocscltd.com. 
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HOPE ACADEMY NORTHCOAST CAMPUS 

CUYAHOGA COUNTY, OHIO 

STATEMENT OF NET POSITION 
JUNE 30, 2018 

 
ASSETS 

 
Current Assets 
Cash and Cash Equivalents  $    225,805  
Grants Receivable         49,098  
Continuing Fees Receivable           3,376  

Total Assets       278,279  

DEFERRED OUTFLOWS 
Pension Requirements       576,439  
OPEB         23,706  

Total Deferred Outflows of Resources       600,145  

LIABILITIES 

Current Liabilities 
Accounts Payable           1,333  
State Funding Payable           3,630  
Grants Funding Payable         49,098  
Total Current Liabilities         54,061  

Long-Term Liabilities: 
Net Pension Liability     1,679,507  
Net OPEB Liability       392,302  

Total Long-Term Liabilities     2,071,809  

Total Liabilities     2,125,870  

DEFERRED INFLOWS 
Pension Requirements       764,321  
OPEB       128,023  

Total Deferred Inflows of Resources       892,344  

NET POSITION 

Unrestricted 
  

(2,139,790) 

Total Net Position 
 

$(2,139,790) 

See accompanying notes to the basic financial statements 
 
 

Attachment 26: Audited Financial Statements Page 3137



 

9 
 

HOPE ACADEMY NORTHCOAST CAMPUS 
CUYAHOGA COUNTY, OHIO 

STATEMENT OF REVENUES, 
EXPENSES AND CHANGES IN NET POSITION 
FOR THE FISCAL YEAR ENDED JUNE 30, 2018 

 
  
OPERATING REVENUES  
State Aid  $   2,316,500 
Casino Aid           14,143 
Facilities Aid           52,756 

 
Total Operating Revenues       2,383,399 

 
OPERATING EXPENSES  
Purchased Services: Management Fees       2,203,408 
Purchased Services: Grant Programs         581,921 
Pension and OPEB Expense        (846,941)
Sponsorship Fees           69,893 
Legal           20,977 
Auditing and Accounting           28,068 
Insurance             7,151 
Board of Education           11,399 
Miscellaneous           34,892 

 
Total Operating Expenses       2,110,768 

 
Operating Income         272,631 

 
NON-OPERATING REVENUE  
Grants         581,921 
Interest Income                297 

 
Total Non-Operating Revenue         582,218 

 
Change in Net Position         854,849 

 
Net Position Beginning of Year - Restated      (2,994,639)

 
Net Position End of Year  $  (2,139,790)

 
See accompanying notes to the basic financial statements  
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HOPE ACADEMY NORTHCOAST CAMPUS 
CUYAHOGA COUNTY, OHIO 

STATEMENT OF CASH FLOWS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2018 

 
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS  
  
CASH FLOWS FROM OPERATING ACTIVITIES  
Cash Received from State of Ohio  $ 2,396,776 
Cash Payments to Suppliers for Goods and Services    (2,996,933)

  
Net Cash Used For Operating Activities       (600,157)

  
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES  
Cash Received from Grants        606,179 

  
CASH FLOWS FROM INVESTING ACTIVITIES  
Cash Received from Interest on Investments              297 

  
Net Increase in Cash and Cash Equivalents           6,319 
   
Cash and Cash Equivalents Beginning of Year        219,486 

  
Cash and Cash Equivalents End of Year  $    225,805 

  
RECONCILIATION OF OPERATING INCOME TO NET   
CASH USED FOR OPERATING ACTIVITIES  
Operating Income  $    272,631 

  
ADJUSTMENTS TO RECONCILE OPERATING INCOME TO NET  

 CASH USED FOR OPERATING ACTIVITIES 
    Changes in Assets, Liabilities, Deferred Inflows and Outflows of Resources: 
    State Funding Receivable           9,747 
    Continuing Fees Receivable          (3,376)
    Accounts Payable          (2,525)
    State Funding Payable           3,630 
    Grants Payable        (24,258)
    Continuing Fee Payable          (9,065)
    Net Pension Liability    (1,096,125)
    Deferred Outflows - Pension        (57,601)
    Deferred Inflows - Pension        368,362 
    Net OPEB Liability       (169,357)
    Deferred Outflows-OPEB        (20,243)
    Deferred Inflows-OPEB        128,023 
    
Net Cash Used For Operating Activities  $   (600,157)

  
See accompanying notes to the basic financial statements  
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1.  DESCRIPTION OF THE SCHOOL AND REPORTING ENTITY  

Hope Academy Northcoast Campus (the School) is a state nonprofit corporation established pursuant 
to Ohio Rev. Code Chapters 3314 and 1702 to maintain and provide a school exclusively for any 
educational, literary, scientific and related teaching service. The School, which is part of the State’s 
education program, is independent of any school district.  The School may sue and be sued, acquire 
facilities as needed, and contract for any services necessary for the operation of the School. The 
School contracts with HA Northcoast, LLC, for most of its functions (see note 7). HA Northcoast, LLC 
is under the ownership of ACCEL Schools of Ohio, LLC. 

The School was originally approved for operation under contract with the Ohio State Board of 
Education for a period of five years from May 16, 2000 through June 30, 2005. Effective July 1, 2005, 
House Bill 364 required schools sponsored by the Ohio Department of Education to have new 
sponsorship in place by June 30, 2005.  The School signed a contract with a sponsor, Saint Aloysius 
Orphanage (Sponsor), effective July 1, 2005.  The school has renewed its agreements with the 
Sponsor through June 30, 2020. The school may terminate the agreement by sending notice 180 
days prior to June 30. The Sponsor can terminate by sending notice by February 1st of the termination 
year. 

The School operates under a self-appointing, five-member Board of Directors (the Board). The 
School’s Code of Regulations specify that vacancies that arise on the Board will be filled by the 
appointment of a successor director by a majority vote of the then existing directors. The Board is 
responsible for carrying out the provisions of the contract with the Sponsor, which include, but are 
not limited to, state-mandated provisions regarding student population, curriculum, academic goals, 
performance standards, admission standards, and qualifications of teachers.  The facility is staffed 
with teaching personnel employed by HA Northcoast, LLC, who provide services to 270 students.  
The board members also serve on the board of Life Skills Center of NE Ohio.   

 
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  
 

The basic financial statements of the School have been prepared in conformity with generally 
accepted accounting principles as applied to governmental nonprofit organizations. The 
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for 
establishing governmental accounting and financial reporting principles.  The more significant of the 
School’s accounting policies are described below.  

 
A. Basis of Presentation  

 
The School’s basic financial statements consist of a Statement of Net Position, a Statement of 
Revenues, Expenses and Changes in Net Position, and a Statement of Cash Flows. Enterprise 
fund reporting focuses on the determination of the change in Net Position, financial position 
and cash flows.  

 
Auditor of State of Ohio Bulletin No. 2000-005 requires the presentation of all financial activity 
to be reported within one enterprise fund for year-end reporting purposes. Enterprise 
accounting is used to account for operations that are financed and operated in a manner similar 
to private business enterprises where the intent is that the costs (expenses) of providing goods 
or services to the general public on a continuing basis be financed or recovered primarily 
through user charges. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)  

 
B. Measurement Focus and Basis of Accounting  

 
The accounting and financial reporting treatment applied to a fund is determined by its 
measurement focus.  Enterprise accounting uses a flow of economic resources measurement 
focus.  With this measurement focus, all assets, deferred outflows of resources, all liabilities, 
and deferred inflows of resources are included on the Statement of Net Position.  Operating 
statements present increases (i.e., revenues) and decreases (i.e., expenses) in Net Position. 
The accrual basis of accounting is utilized for reporting purposes.  Revenues are recognized 
when they are earned, and expenses are recognized when they are incurred. 

 
C. Budgetary Process  

 
Community Schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C). Unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow budgetary provisions set forth in Ohio Rev. Code Section 5705, unless 
specifically provided in the School’s contract with its Sponsor. The contract between the School 
and its Sponsor requires a detailed school budget for each year of the contract. In addition, the 
Board adopted an operating budget at the beginning of fiscal year 2018. However, the budget 
does not have to follow the provisions of Ohio Rev. Code Section 5705, except for section 
5705.391 as it relates to five-year forecasts, therefore no budgetary statements are presented. 

 
D. Cash and Cash Equivalents  

 
All cash received by the School is maintained in a demand deposit account, and money market 
account. For purposes of the Statement of Cash Flows and for presentation on the Statement 
of Net Position, investments with an original maturity of three months or less at the time they 
are purchased are considered to be cash equivalents.   
 

E. Intergovernmental Revenues  
 

The School currently participates in the State Foundation Program, the State Disadvantaged 
Pupil Impact Aid (DPIA) Program, and the State Special Education Program, which are 
reflected under “State Aid” on the Statement of Revenues, Expenses and Changes in Net 
Position. Revenues received from these programs are recognized as operating revenues in the 
accounting period in which all eligibility requirements have been met.   

 
Non-exchange transactions, in which the School receives value without directly giving equal 
value in return, include grants, entitlements, and contributions.  Grants, entitlements, and 
contributions are recognized as non-operating revenues in the accounting period in which all 
eligibility requirements have been met.  

 
Eligibility requirements include timing requirements, which specify the year when the resources 
are required to be used or the fiscal year when use is first permitted; matching requirements, 
in which the School must provide local resources to be used for a specified purpose; and 
expenditure requirements, in which the resources are provided to the School on a 
reimbursement basis.  Amounts awarded under the above programs for the 2018 school year 
totaled $2,965,320.  
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2.      SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

F. Capital Assets and Depreciation  

For purposes of recording capital assets, the Board has a capitalization threshold of $5,000.  
 
The capital assets are recorded on the accompanying Statement of Net Position at cost, net of 
accumulated depreciation at $0. Depreciation is computed by the straight-line method over five 
years for “Equipment,” three years for “Computers and Software,” and five to twenty years for 
“Leasehold Improvements”. 
 
Aside from those mentioned above, the School has no other capital assets, as the School 
operates under a management agreement with HA Northcoast, LLC. (See Note 7).  
 

G. Use of Estimates  
 

In preparing the financial statements, management is sometimes required to make estimates 
and assumptions that affect the reported amounts of assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources the disclosure of contingent assets and liabilities 
at the date of the financial statements, and the reported amounts of revenues and expenses 
during the reporting period.  Actual results could differ from those estimates.  

 
H. Net Position  

 
Net Position represents the difference between (all assets plus deferred outflows of resources) 
less (all liabilities, plus deferred inflows of resources).  Net Position is reported as restricted 
when there are limitations imposed on their use, either through enabling legislation adopted by 
the School or through external restrictions imposed by creditors, grantors, or contracts.  The 
School applies restricted resources first when an expense is incurred for purposes for which 
both restricted and unrestricted Net Position are available. 

 
I. Operating Revenues and Expenses  

 
Operating revenues are those revenues that are generated directly from the School’s primary 
activities. For the School, these revenues are primarily State, Facility Aid, Casino Aid and 
facilities payments.  Operating expenses are necessary costs incurred to provide the goods 
and services that are the primary activities of the School. Revenues and expenses not meeting 
this definition are reported as non-operating.  

 
J.  Pensions and other Post Employment Benefits 
 

For purposes of measuring the net pension/OPEB liability, deferred outflows of resources and 
deferred inflows of resources related to pension/OPEB, and pension/OPEB expense; 
information about the fiduciary net position of the pension/OPEB plans and additions 
to/deductions from their fiduciary net position have been determined on the same basis as they 
are reported by the pension/OPEB plan.  For this purpose, benefit payments (including refunds 
of employee contributions) are recognized when due and payable in accordance with the 
benefit terms.  The pension/OPEB plans report investments at fair value. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

K. Deferred Outflows/Inflows of Resources 
 

In addition to assets, the statements of financial position will sometimes report a separate 
section for deferred outflows of resources. Deferred outflows of resources represent a 
consumption of net position that applies to a future period and will not be recognized as an 
outflow of resources (expense/expenditure) until then. For the School, deferred outflows of 
resources are reported on the statement of net position for pension/OPEB. The deferred 
outflows of resources related to pension/OPEB are explained in Note 9 and 10. 
 
In addition to liabilities, the statements of financial position report a separate section for 
deferred inflows of resources. Deferred inflows of resources represent an acquisition of net 
position that applies to a future period and will not be recognized as an inflow of resources 
(revenue) until that time. These amounts are deferred and recognized as an inflow of resources 
in the period the amounts become available. Deferred inflows of resources related to 
pension/OPEB are reported on the statement of net position (see Note 9 and 10). 

 
3. DEPOSITS AND INVESTMENTS  
 

At June 30, 2018, the carrying amount of all School deposits was $225,805, and its bank balance was 
$243,596.  Based on the criteria described in GASB Statement No. 40, “Deposits and Investment Risk 
Disclosures”, as of June 30, 2018, all of the School’s bank balance of was covered by the Federal 
Deposit Insurance Corporation.  
       . 

4. RECEIVABLE/PAYABLE  
 
The School has recorded “Grants Funding Receivable” in the amount of $49,098 to account for the 
remainder of State and Federal awards allocated to the School, but not received as of June 30, 2018. 
Continuing Fees Receivable of $3,376 is the result of the fiscal year 2018 FTE audit from ODE for 
which 93 percent is due back from the management company, see note 7. 
 
Accounts Payable consists of obligations totaling $1,333 at June 30, 2018, incurred during the normal 
course of conducting operations Additionally, under the terms of the management agreement (see Note 
7), the School has recorded “Grants Funding Payable” to HA Northcoast, LLC, in the amount of $49,098 
for any State and Federal grant monies uncollected or unpaid to HA Northcoast, LLC, as of June 30, 
2018. State funding Payable of $3,630 is the result of the fiscal year 2018 FTE adjustments from ODE. 

 
5.  CAPITAL ASSETS AND DEPRECIATION  
 

For the year ended June 30, 2018, the School’s capital assets consisted of the following:  

Capital Assets Being Depreciated 
  Balance    Balance
6/30/2017 Additions Deletions 6/30/2018

Equipment  $  45,570  $          -   $          -  $  45,570 
Computers and Software       7,250              -  -       7,250 
Leasehold Improvements    307,164              -              -    307,164 
Total Assets Being Depreciated    359,984              -              -    359,984 

 
Less:  Accumulated Depreciation      
Equipment  (45,570)              -                 -   (45,570)
Computers and Software  (7,250) - -   (7,250)
Leasehold Improvements  (307,164)              -             -  (307,164)
Total Assets Being Depreciated (359,984)              -             - (359,984)

 
TOTAL CAPITAL ASSETS BEING DEPRECIATED, NET  $           -    $           -   $           -   $           - 
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6.  RISK MANAGEMENT  
 

Property and Liability - The School is exposed to various risks of loss related to torts; theft or 
damage to, and destruction of assets; errors and omissions; injuries to employees; and natural 
disasters. As part of its management agreement with HA Northcoast, LLC, HA Northcoast, LLC, has 
contracted with an insurance company for property and general liability insurance pursuant to the 
Management Agreement (see Note 7). There was no significant reduction in insurance coverage from 
the prior year and claims have not exceeded insurance coverage over the past three years.   

 
Director and Officer - Coverage has been purchased by the School with a $1,000,000 aggregate 
limit and a $2,500 deductible.  

 
7.  AGREEMENT WITH HA NORTHCOAST, LLC  
 

Effective November 1, 2005, the School entered into a multi-year Management Agreement 
(Agreement) with ACCEL Schools of Ohio, LLC, (through its subsidiary HA Northcoast, LLC), which 
is an educational consulting and management company.  In July 2014, the school signed an amended 
and restated agreement by and between the EMO, HA Northcoast, LLC (the EMO) and the governing 
authority. The EMO is responsible and accountable to the School’s Board of Directors for the 
administration and day-to-day operations. As part of the terms of this agreement, the “Continuing 
Fee” percentage of the School is 93 percent.  “Continuing Fees” are defined in the Agreement as, 
“…the revenue per student received by the School from the State of Ohio Department of Education 
pursuant to Title 33 and other provisions of the Ohio Revised Code…”. With regard to grant funding, 
the agreement reads as follows: “Federal Title Programs, lunch programs revenue, and other such 
federal, state and local government grant funding designated to compensate the school for the 
education of its students shall be fully paid to the Company.”  The continuing fee is paid to EMO 
based on the previous month’s qualified gross revenues”.  As such, EMO receives 93 percent of 
“State Aid” (see note 2 E) and 100 percent of all other federal, state, and local grants.  The School 
retains 4 percent of the “State Aid” as well as miscellaneous revenues generated from interest on 
deposits and donations. 
 
The continuing fee is paid to the EMO based on the previous month’s qualified gross revenues. The 
School had purchased service expenses for the year ended June 30, 2018, to EMO of $2,785,329 
and payables to EMO at June 30, 2018 aggregating $50,431. EMO is responsible for all costs 
incurred in providing the educational program at the School, which include but are not limited to, 
salaries and benefits of all personnel, curriculum materials, textbooks, library books, computers and 
other equipment, software, supplies, building payments, maintenance, capital, and insurance. 
 

8. MANAGEMENT COMPANY EXPENSES  
 

For the year ended June 30, 2018, HA Northcoast, LLC and its affiliates incurred the following 
expenses on- behalf of the School:  

 
Overhead charges are assigned to the School based on a percentage of revenue.  These charges 
represent the indirect cost of services provided in the operation of the School.  Such services include, 
but are not limited to facilities management, equipment, operational support services, management 
and management consulting, board relations, human resources management, training and 
orientation, financial reporting and compliance, purchasing and procurement, education services, 
technology support, and marketing and communications.   
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8.  MANAGEMENT COMPANY EXPENSES (continued) 
 

 
9.    DEFINED BENEFIT PENSION PLANS 
 

Net Pension Liability 
 
The net pension liability reported on the statement of net position represents a liability to employees for 
pensions. Pensions are a component of exchange transactions—between an employer and its 
employees—of salaries and benefits for employee services.  Pensions are provided to an employee—
on a deferred-payment basis—as part of the total compensation package offered by an employer for 
employee services each financial period.  The obligation to sacrifice resources for pensions is a present 
obligation because it was created as a result of employment exchanges that already have occurred. 
 
The net pension liability represents the School's proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   
 
Ohio Revised Code limits the School obligation for this liability to annually required payments. The 
School cannot control benefit terms or the manner in which pensions are financed; however, the School 
does receive the benefit of employees’ services in exchange for compensation including pension.  
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the 
form of withholdings from employees).  State statute requires the pension plans to amortize unfunded 
liabilities within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must 
propose corrective action to the State legislature.   
 

Hope Academy Northcoast

Regular 
Instruction 

(1100 Function 
Codes)

Special 
Instruction 

(1200 Function 
Codes)

Support 
Services   

(2000 Function 
Codes)

Non-
Insructional 

(3000 through 
7000 Function 

Codes)

Total 

1100 1200 2000 3000
Direct Expenses:
Salaries & Wages (100 Object Codes) 100 724,724$        -$                123,283$       -$               848,107$        
Employee Benefits (200 Object Codes) 200 213,662          -                     52,605           -                    266,267          
Professional & Technical Services (410 Object Codes) 410 828                290,427           191,892         -                    483,147          
Property Services (20 Object Codes) 420 -                    -                     316,521         -                    316,941          
Trave (430 Object Codes) 430 -                    -                     163               -                    593                
Communications (440 Object Codes) 440 -                    -                     59,228           -                    59,668            
Utilities (450 Object Codes) 450 -                    -                     64,556           -                    65,006            
Contracted Craft or Trade Servics (460 Object Codes) 460 -                    -                     -                   158,670          159,130          
Transporation (480 Object Codes) 480 -                    -                     5,335            -                    5,815              
Other Supplies (510 Object Code) 510 10,902            1,897              25,662           -                    38,971            
Eductaional Supplies & Curriculum (520 Object Codes) 520 50,943            -                     -                   -                    51,463            
Depreciation (600 Object Codes) 600 -                    -                     42,952           -                    43,552            
Other Direct Expense (800 Object Codes) 800 -                    -                     24,805           -                    25,605            
Other Direct Costs (All Othe Object Codes) -                    -                     -                   -                    -                     
Total Direct Expenses 1,001,059       292,324           907,002         158,670          2,359,055       

Indirect Expenses:
Overhead -                    -                     258,883         -                    258,883          

Total Expenses 1,001,059$     292,324$         1,165,885$    158,670$        2,617,938$      
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9.    DEFINED BENEFIT PENSION PLANS (continued) 
 
Any resulting legislative change to benefits or funding could significantly affect the net pension liability.  
Resulting adjustments to the net pension liability would be effective when the changes are legally 
enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension 
liability on the accrual basis of accounting.  Any liability for the contractually-required pension 
contribution outstanding at the end of the year is included in accounts payable.   
 
Plan Description - School Employees Retirement System (SERS) 
 
Plan Description – the School non-teaching employees participate in SERS, a statewide, cost-sharing 
multiple-employer defined benefit pension plan administered by SERS.  SERS provides retirement, 
disability and survivor benefits to plan members and beneficiaries.  Authority to establish and amend 
benefits is provided by Ohio Revised Code Chapter 3309.  SERS issues a publicly available, stand-
alone financial report that includes financial statements, required supplementary information and 
detailed information about SERS’ fiduciary net position.  That report can be obtained by visiting the 
SERS website at www.ohsers.org under Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 
  

 

 
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years 
of service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
When a benefit recipient has received benefits for 12 months, an annual COLA is provided. This COLA 
is calculated on the base retirement benefit at the date of retirement and is not compounded. For those 
retiring prior to January 7, 2013, the COLA will continue to be a three percent simple annual COLA. For 
those retiring after January 7, 2013, beginning in calendar year 2019, the COLA will be based on the 
average percentage increase in the Consumer Price Index, capped at three percent. 
  
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary 
and the School is required to contribute 14 percent of annual covered payroll.  The contribution 
requirements of plan members and employers are established and may be amended by the SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent 
for employers.  The Retirement Board, acting with the advice of the actuary, allocates the employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare 
B Fund, and Health Care Fund).  For the fiscal year ended June 30, 2018, the allocation to pension, 
death benefits, and Medicare B was 14 percent.  SERS allocated 0.5 percent of employer contributions 
to the Health Care Fund for fiscal year 2018. 
 
The School's contractually required contribution to SERS was $28,437 for fiscal year 2018. 

Eligible to Retire before Eligible to Retire on or after
August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.

Attachment 26: Audited Financial Statements Page 3147



HOPE ACADEMY NORTHCOAST CAMPUS 
CUYAHOGA COUNTY, OHIO  

 
NOTES TO THE BASIC FINANCIAL STATEMENTS  

FOR THE YEAR ENDED JUNE 30, 2018 
(Continued) 

 

19 
 

9.    DEFINED BENEFIT PENSION PLANS (Continued) 
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – The School's licensed teachers and other faculty members participate in STRS Ohio, 
a cost-sharing multiple-employer public employee retirement system administered by STRS.  STRS 
provides retirement and disability benefits to members and death and survivor benefits to beneficiaries.  
STRS issues a stand-alone financial report that includes financial statements, required supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained 
by writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by 
visiting the STRS Web site at www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 
3307.  The DB plan offers an annual retirement allowance based on final average salary multiplied by 
a percentage that varies based on years of service.  Effective August 1, 2015, the calculation was 2.2 
percent of final average salary for the five highest years of earnings multiplied by all years of service. 
Members are eligible to retire at age 60 with five years of qualifying service credit, or at age 55 with 26 
years of service, or 31 years of service regardless of age.  Eligibility changes will be phased in until 
August 1, 2026, when retirement eligibility for unreduced benefits will be five years of service credit and 
age 65, or 35 years of service credit and at least age 60. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination 
of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 
percent of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to 
the DB Plan. Member contributions to the DC Plan are allocated among investment choices by the 
member, and contributions to the DB Plan from the employer and the member are used to fund the 
defined benefit payment at a reduced level from the regular DB Plan. The defined benefit portion of the 
Combined Plan payment is payable to a member on or after age 60 with five years of service. The 
defined contribution portion of the account may be taken as a lump sum payment or converted to a 
lifetime monthly annuity after termination of employment at age 50 or later. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or 
transfer to another STRS plan.  The optional annuitization of a member’s defined contribution account 
or the defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in 
STRS bearing the risk of investment gain or loss on the account.  STRS has therefore included all three 
plan options as one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who 
become disabled are entitled only to their account balance.  If a member of the DC Plan dies before 
retirement benefits begin, the member’s designated beneficiary is entitled to receive the member’s 
account balance.  
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9.    DEFINED BENEFIT PENSION PLANS (Continued) 
 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended 
June 30, 2018, plan members were required to contribute 14 percent of their annual covered salary. 
The School was required to contribute 14 percent; the entire 14 percent was the portion used to fund 
pension obligations.  The fiscal year 2018 contribution rates were equal to the statutory maximum rates. 
 
The School's contractually required contribution to STRS was 89,258 for fiscal year 2018.   
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to 
Pensions 
 
The net pension liability was measured as of June 30, 2017, and the total pension liability used to 
calculate the net pension liability was determined by an independent actuarial valuation as of that date. 
The School's employer allocation percentage of the net pension liability was based on the employer’s 
share of employer contributions in the pension plan relative to the total employer contributions of all 
participating employers. Following is information related to the proportionate share and pension 
expense: 

 
 

 
 
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due 
to the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, changes in assumptions and changes in the School proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods. The difference between projected and actual investment 
earnings is recognized in pension expense using a straight line method over a five year period 
beginning in the current year. Deferred outflows and deferred inflows resulting from changes in sources 
other than differences between projected and actual investment earnings are amortized over the 
average expected remaining service lives of all members (both active and inactive) using the straight 
line method. Employer contributions to the pension plan subsequent to the measurement date are also 
required to be reported as a deferred outflow of resources.  
 
 
 
 
 
 
 
 
 
 
 

STRS SERS Total
Proportionate Share of the Net 
  Pension Liability 1,206,520$               472,987$            1,679,507$         
Proportion of the Net Pension Liability:

Current Measurement Date 0.00507897% 0.00791640%
Prior Measurement Date 0.00692570% 0.00624930%

Change in Proportionate Share -0.00184673% 0.00166710%

Pension Expense (622,105)$                (45,564)$            (667,669)$          
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9.    DEFINED BENEFIT PENSION PLANS (Continued) 

 
At June 30, 2018 the School reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  

 
 

$117,695 reported as deferred outflows of resources related to pension resulting from the School 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2019.  Other amounts reported as deferred outflows of 
resources and deferred inflows of resources related to pension will be recognized in pension expense 
as follows:  
 

 
 
Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement 
No. 67, as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial 
valuations of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited 
service) and assumptions about the probability of occurrence of events far into the future (e.g., mortality, 
disabilities, retirements, employment terminations).  Actuarially determined amounts are subject to 
continual review and potential modifications, as actual results are compared with past expectations and 
new estimates are made about the future. 

STRS SERS Total
Deferred Outflows of Resources
Differences between Expected and 
  Actual Experience 46,590$                   20,357$             66,947$             
Changes of Assumptions 263,879 24,459 288,338

Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 30,814 72,645 103,459
School Contributions Subsequent to the 
  Measurement Date 89,258 28,437 117,695

Total Deferred Outflows of Resources 430,541$                 145,898$            576,439$           

Deferred Inflows of Resources
Differences between Expected and 
  Actual Experience 9,724$                     0$                     9,724$               
Net Difference between Projected and 
  Actual Earnings on Pension Plan Investments 39,813 2,248 42,061
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 623,454$                 89,082$             712,536$           
Total Deferred Inflows of Resources 672,991$                 91,330$             764,321$           

STRS SERS Total
Fiscal Year Ending June 30:

2019 (101,940)$                (9,601)$              (111,541)$          
2020 (47,781) 19,643 (28,138)
2021 (94,570) 27,117 (67,453)
2022 (87,417) (11,028) (98,445)

(331,708)$                26,131$             (305,577)$          
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9.    DEFINED BENEFIT PENSION PLANS (Continued) 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point. The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2017, are presented below: 
 

 
 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection and a five year age set-back for both males and females.  Mortality among 
service retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table 
with fully generational projection with Scale BB, 120 percent of male rates and 110 percent of female 
rates.  Mortality among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 
percent for male rates and 100 percent for female rates, set back five years is used for the period after 
disability retirement.  
 
The actuarial assumptions used in the June 30, 2017 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, 
payroll growth assumption and assumed real wage growth were reduced in the most recent actuarial 
valuation.  The rates of withdrawal, retirement and disability updated to reflect recent experience and 
mortality rates were also updated. 
 
The long-term return expectation for the Pension Plan Investments has been determined by using a 
building-block approach and assumes a time horizon, as defined in SERS’ Statement of Investment 
Policy.  A forecasted rate of inflation serves as the baseline for the return expectation.  Various real 
return premiums over the baseline inflation rate have been established for each asset class.  The long-
term expected nominal rate of return has been determined by calculating an arithmetic weighted 
average of the expected real return premiums for each asset class, adding the projected inflation rate, 
and adding the expected return from rebalancing uncorrelated asset classes.  
 
 
 
 
 
 
 
 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
COLA or Ad Hoc COLA 2.50 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)
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9.    DEFINED BENEFIT PENSION PLANS (Continued) 
 
The target allocation and best estimates of arithmetic real rates of return for each major assets class 
are summarized in the following table: 
 

 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute.  Projected inflows from investment earnings were calculated using the long-term assumed 
investment rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of 
projected benefits to determine the total pension liability.   
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the 
Discount Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the 
potential impact the following table presents the School proportionate share of the net pension liability 
calculated using the discount rate of 7.50 percent, as well as what each plan’s net pension liability 
would be if it were calculated using a discount rate that is one percentage point lower (6.50 percent), 
or one percentage point higher (8.50 percent) than the current rate. 
 

 

 
 
Actuarial Assumptions - STRS 
 
The total pension liability in the June 30, 2017, actuarial valuation was determined using the following 
actuarial assumptions, applied to all periods included in the measurement:  
 

 
 
 

Asset Class
Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return

1% Decrease
(6.50%)

Current 
Discount Rate

(7.50%)
1% Increase 

(8.50%)
School's Proportionate Share
  of the Net Pension Liability 656,384$                 472,987$            319,356$           

Inflation 2.50 percent
Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Cost-of-Living Adjustments 0.00 percent effective July 1, 2017
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9.    DEFINED BENEFIT PENSION PLANS (Continued) 
 
Post-retirement mortality rates for healthy retirees are based on the RP-2014 Annuitant Mortality Table 
with 50 percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of 
rates between ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally 
using mortality improvement scale MP-2016. Post-retirement disabled mortality rates are based on the 
RP-2014 Disabled Mortality Table with 90 percent of rates for males and 100 percent of rates for 
females, projected forward generationally using mortality improvement scale MP-2016. Pre-retirement 
mortality rates are based on RP-2014 Employee Mortality Table, projected forward generationally using 
mortality improvement scale MP-2016. 
 
Actuarial assumptions used in the July 1, 2017, valuation are based on the results of an actuarial 
experience study for the period July 1, 2011 through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based 
on the target allocation adopted by the Retirement Board. The target allocation and long-term expected 
rate of return for each major asset class are summarized as follows:  
 

 
 

*The target allocation percentage is effective as of July 1, 2017. Target weights will be phased in over 
a 24-month period concluding on July 1, 2019. 
 
**Ten year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25 percent and does not include investment expenses. Over a 30-year period, STRS’ investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of 
June 30, 2017. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate increases 
described above.  For this purpose, only employer contributions that are intended to fund benefits of 
current plan members and their beneficiaries are included. Based on those assumptions, STRS’ 
fiduciary net position was projected to be available to make all projected future benefit payments to 
current plan members as of June 30, 2017. Therefore, the long-term expected rate of return on pension 
plan investments of 7.45 percent was applied to all periods of projected benefit payments to determine 
the total pension liability as of June 30, 2017. 
 
 
 
 
 
 
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected
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9.    DEFINED BENEFIT PENSION PLANS (Continued) 
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the 
Discount Rate The following table presents the School proportionate share of the net pension liability 
as of June 30, 2017, calculated using the current period discount rate assumption of 7.45 percent, as 
well as what the School proportionate share of the net pension liability would be if it were calculated 
using a discount rate that is one-percentage-point lower (6.45 percent) or one-percentage-point higher 
(8.45 percent) than the current assumption:  

 
 
Assumption Changes since the Prior Measurement Date 
The Retirement Board approved several changes to the actuarial assumptions in 2017. The long term 
expected rate of return was reduced from 7.75 percent to 7.45 percent, the inflation assumption was 
lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered to 3.00 percent, 
and total salary increases rate was lowered by decreasing the merit component of the individual salary 
increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy and disabled 
mortality assumptions were updated to the RP-2014 mortality tables with generational improvement 
scale MP-2016. Rates of retirement, termination and disability were modified to better reflect anticipated 
future experience. 
 
Benefit Term Changes since the Prior Measurement Date 
Effective July 1, 2017, the COLA was reduced to zero.  
 

10.  DEFINED BENEFIT OTHER POST EMPLOYMENT BENEFIT PLANS 
 
Net OPEB Liability 
 
The net OPEB liability reported on the statement of net position represents a liability to employees for 
OPEB. OPEB is a component of exchange transactions-–between an employer and its employees—of 
salaries and benefits for employee services.  OPEB are provided to an employee—on a deferred-
payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for OPEB is a present obligation 
because it was created as a result of employment exchanges that already have occurred. 
 
The net OPEB liability represents the School's proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB liability calculation is dependent on critical long-term 
variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting these estimates annually.   
 
Ohio Revised Code limits the School's obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which OPEB are financed; however, the School 
does receive the benefit of employees’ services in exchange for compensation including OPEB.  
 
GASB 75 assumes the liability is solely the obligation of the employer, because they benefit from 
employee services.  OPEB contributions come from these employers and health care plan enrollees 
which pay a portion of the health care costs in the form of a monthly premium.  The Ohio revised Code 
permits, but does not require the retirement systems to provide healthcare to eligible benefit recipients. 
Any change to benefits or funding could significantly affect the net OPEB liability.  

1% Decrease
(6.45%)

Current 
Discount Rate

(7.45%)
1% Increase 

(8.45%)
School's Proportionate Share
  of the Net Pension Liability 1,729,506$               1,206,520$         765,983$           
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10.  DEFINED BENEFIT OTHER POST EMPLOYMENT BENEFIT PLANS (Continued) 
 
Resulting adjustments to the net OPEB liability would be effective when the changes are legally 
enforceable. The retirement systems may allocate a portion of the employer contributions to provide 
for these OPEB benefits. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB liability 
on the accrual basis of accounting.  Any liability for the contractually-required OPEB contribution 
outstanding at the end of the year is included in accounts payable.   
 
Plan Description - School Employees Retirement System (SERS) 
 
Health Care Plan Description - The School contributes to the SERS Health Care Fund, administered 
by SERS for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is 
considered a cost-sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan 
provides healthcare benefits to eligible individuals receiving retirement, disability, and survivor benefits, 
and to their eligible dependents. Members who retire after June 1, 1986, need 10 years of service 
credit, exclusive of most types of purchased credit, to qualify to participate in SERS’ health care 
coverage. In addition to age and service retirees, disability benefit recipients and beneficiaries who are 
receiving monthly benefits due to the death of a member or retiree, are eligible for SERS’ health care 
coverage. Most retirees and dependents choosing SERS’ health care coverage are over the age of 65 
and therefore enrolled in a fully insured Medicare Advantage plan; however, SERS maintains a 
traditional, self-insured preferred provider organization for its non-Medicare retiree population. For both 
groups, SERS offers a self-insured prescription drug program. Health care is a benefit that is permitted, 
not mandated, by statute.  The financial report of the Plan is included in the SERS Comprehensive 
Annual Financial Report which can be obtained on SERS’ website at www.ohsers.org under 
Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with 
Internal Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or 
discontinue any health plan or program. Active employee members do not contribute to the Health Care 
Plan.  The SERS Retirement Board established the rules for the premiums paid by the retirees for 
health care coverage for themselves and their dependents or for their surviving beneficiaries.  
Premiums vary depending on the plan selected, qualified years of service, Medicare eligibility, and 
retirement status.   
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required pensions and benefits, the 
Retirement Board may allocate the remainder of the employer contribution of 14 percent of covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2018, .5 percent 
of covered payroll was made to health care. An additional health care surcharge on employers is 
collected for employees earning less than an actuarially determined minimum compensation amount, 
pro-rated if less than a full year of service credit was earned. For fiscal year 2018, this amount was 
$23,700. Statutes provide that no employer shall pay a health care surcharge greater than 2 percent of 
that employer’s SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of 
the total statewide SERS-covered payroll for the health care surcharge.  For fiscal year 2018, the 
School surcharge obligation was $245.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The School contractually required contribution to SERS was 
$1,303 for fiscal year 2018.     
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10.  DEFINED BENEFIT OTHER POST EMPLOYMENT BENEFIT PLANS (Continued) 
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing 
Health Plan administered for eligible retirees who participated in the defined benefit or combined 
pension plans offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include 
hospitalization, physicians’ fees, prescription drugs and partial reimbursement of monthly Medicare Part 
B premiums.  Medicare Part B premium reimbursements will be discontinued effective January 1, 2020.  
The Plan is included in the report of STRS which can be obtained by visiting www.strsoh.org or by 
calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be 
absorbed by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all 
health care plan enrollees, for the most recent year, pay a portion of the health care costs in the form 
of a monthly premium.  Under Ohio law, funding for post-employment health care may be deducted 
from employer contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 
30, 2018, STRS did not allocate any employer contributions to post-employment health care.   
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to OPEB  
 
The net OPEB liability was measured as of June 30, 2017, and the total OPEB liability used to calculate 
the net OPEB liability was determined by an actuarial valuation as of that date. The School's proportion 
of the net OPEB liability was based on the School's share of contributions to the respective retirement 
systems relative to the contributions of all participating entities.  Following is information related to the 
proportionate share and OPEB expense: 

 

 
 
At June 30, 2018, the School reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  

  

SERS STRS Total
Proportion of the Net OPEB Liability

Current Measurement Date 0.00723390% 0.00507897%
Prior Measurement Date 0.00671040% 0.00692570%

Change in Proportionate Share 0.00052350% -0.00184673%

Proportionate Share of the Net OPEB Liability 194,139$           198,163$           392,302$           
OPEB Expense 14,303$             (74,577)$            (60,274)$            
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10.  DEFINED BENEFIT OTHER POST EMPLOYMENT BENEFIT PLANS (Continued) 
 

 
 

$1,303 reported as deferred outflows of resources related to OPEB resulting from the School's 
contributions subsequent to the measurement date will be recognized as a reduction of the net OPEB 
liability in the year ending June 30, 2019.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to OPEB will be recognized in OPEB expense as follows:  
 

 
 
Actuarial Assumptions - SERS 
 
The total OPEB liability is determined by SERS’ actuaries in accordance with GASB Statement No. 74, 
as part of their annual actuarial valuation for each retirement plan. Actuarial valuations of an ongoing 
plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment terminations). Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates 
are made about the future. 

SERS STRS Total
Deferred Outflows of Resources
Differences between Expected and 
  Actual Experience 0$                       11,439$               11,439$               
Changes in Proportionate Share and Differences 
  between School District Contributions and
  Proportionate Share of Contributions 10,964 0 10,964
School District Contributions Subsequent to the 
  Measurement Date 1,303 0 1,303

Total Deferred Outflows of Resources 12,267$               11,439$               23,706$               

Deferred Inflows of Resources

Net Difference between Projected and 
  Actual Earnings on OPEB Plan Investments 513$                   8,470$                 8,983$                 
Changes of Assumptions 18,423 15,963 34,386
Changes in Proportionate Share and Differences 
  between School District Contributions and
  Proportionate Share of Contributions 0 84,654 84,654
Total Deferred Inflows of Resources 18,936$               109,087$             128,023$             

SERS STRS Total
Fiscal Year Ending June 30:

2019 (2,831)$              (16,979)$            (19,810)$            
2020 (2,831) (16,979) (19,810)
2021 (2,181) (16,979) (19,160)
2022 (129) (16,981) (17,110)
2023 0 (14,862) (14,862)

Thereafter 0 (14,868) (14,868)

(7,972)$              (97,648)$            (105,620)$          
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10.  DEFINED BENEFIT OTHER POST EMPLOYMENT BENEFIT PLANS (Continued) 

 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point. The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total OPEB liability in the latest actuarial 
valuation date of June 30, 2017, are presented below: 
 

 
 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The most recent experience study was completed for the five year period ended June 30, 2015.   
 
The long-term expected rate of return on plan assets is reviewed as part of the actuarial five-year 
experience study. The most recent study covers fiscal years 2010 through 2015, and was adopted by 
the Board on April 21, 2016. Several factors are considered in evaluating the long-term rate of return 
assumption including long-term historical data, estimates inherent in current market data, and a log-
normal distribution analysis in which best-estimate ranges of expected future real rates of return were 
developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long-term expected rate of return, 7.50 percent, by weighting the expected future real rates 
of return by the target asset allocation percentage and then adding expected inflation. The capital 
market assumptions developed by the investment consultant are intended for use over a 10-year 
horizon and may not be useful in setting the long-term rate of return for funding pension plans which 
covers a longer timeframe. The assumption is intended to be a long-term assumption and is not 
expected to change absent a significant change in the asset allocation, a change in the inflation 
assumption, or a fundamental change in the market that alters expected returns in future years. 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset 
class, as used in the June 30, 2015 five-year experience study, are summarized as follows:

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Municipal Bond Index Rate

Measurement Date 3.56 percent
Prior Measurement Date 2.92 percent

Single Equivalent Interest Rate
Measurement Date 3.63 percent, net of plan investment expense, including price inflation
Prior Measurement Date 2.98 percent, net of plan investment expense, including price inflation

Medical Trend Assumption
Medicare 5.50 percent - 5.00 percent
Pre-Medicare 7.50 percent - 5.00 percent
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10.  DEFINED BENEFIT OTHER POST EMPLOYMENT BENEFIT PLANS (Continued) 
 

 
 

Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2017 was 3.63 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2017 was 2.98 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be 
made from members and the System at the state statute contribution rate of 2.00 percent of projected 
covered employee payroll each year, which includes a 1.50 percent payroll surcharge and 0.50 percent 
of contributions from the basic benefits plan. Based on these assumptions, the OPEB plan’s fiduciary 
net position was projected to become insufficient to make future benefit payments during the fiscal year 
ending June 30, 2025. Therefore, the long-term expected rate of return on OPEB plan assets was used 
to present value the projected benefit payments through the fiscal year ending June 30, 2024 and the 
Fidelity General Obligation 20-year Municipal Bond Index rate of 3.56 percent, as of June 30, 2017 (i.e. 
municipal bond rate), was used to present value the projected benefit payments for the remaining years 
in the projection. The total present value of projected benefit payments from all years was then used to 
determine the single rate of return that was used as the discount rate. The projection of future benefit 
payments for all current plan members was until the benefit payments ran out. 
 
Sensitivity of the School's Proportionate Share of the Net OPEB Liability to Changes in the 
Discount Rate and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive 
to changes in the discount rate and the health care cost trend rate. The following table presents the net 
OPEB liability of SERS, what SERS' net OPEB liability would be if it were calculated using a discount 
rate that is 1 percentage point lower (2.63 percent) and higher (4.63 percent) than the current discount 
rate (3.63 percent). Also shown is what SERS' net OPEB liability would be based on health care cost 
trend rates that are 1 percentage point lower (6.5 percent decreasing to 4.0 percent) and higher (8.5 
percent decreasing to 6.0 percent) than the current rate. 

 
 

 
  

Asset Class
Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return

1% Decrease
(2.63%)

Current 
Discount Rate

(3.63%)
1% Increase 

(4.63%)
School's Proportionate Share 
  of the Net OPEB Liability 234,447$  194,139$  162,204$  

1% Decrease
Current 

Trend Rate 1% Increase
School's Proportionate Share 
  of the Net OPEB Liability 157,529$  194,139$  242,592$  
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10.  DEFINED BENEFIT OTHER POST EMPLOYMENT BENEFIT PLANS (Continued) 
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2017, actuarial valuation are presented below:   

 

 
 

Projections of benefits include the historical pattern of sharing benefit costs between the employers 
and retired plan members. 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates 
between ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using 
mortality improvement scale MP-2016. For disabled retirees, mortality rates are based on the RP-2014 
Disabled Mortality Table with 90 percent of rates for males and 100 percent of rates for females, 
projected forward generationally using mortality improvement scale MP-2016. 
 
Actuarial assumptions used in the June 30, 2017, valuation are based on the results of an actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 
Since the prior measurement date, the discount rate was increased from 3.26 percent to 4.13 percent 
based on the methodology defined under GASB Statement No. 74, Financial Reporting for 
Postemployment Benefit Plans Other Than Pension Plans (OPEB) and the long term expected rate of 
return was reduced from 7.75 percent to 7.45 percent. Valuation year per capita health care costs were 
updated, and the salary scale was modified. The percentage of future retirees electing each option was 
updated based on current data and the percentage of future disabled retirees and terminated vested 
participants electing health coverage were decreased. The assumed mortality, disability, retirement, 
withdrawal and future health care cost trend rates were modified along with the portion of rebated 
prescription drug costs. 
 
Also since the prior measurement date, the subsidy multiplier for non-Medicare benefit recipients was 
reduced from 2.1 percent to 1.9 percent per year of service. Medicare Part B premium reimbursements 
were discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 2019.  Subsequent to the current measurement 
date, the date for discontinuing remaining Medicare Part B premium reimbursements was extended to 
January 2020. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based 
on the target allocation adopted by the Retirement Board.  The target allocation and long-term expected 
rate of return for each major asset class are summarized as follows:  

  

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Cost-of-Living Adjustments (COLA) 0.00 percent effective July 1, 2017
Blended Discount Rate of Return 4.13 percent
Health Care Cost Trends 6.00 percent to 11.00 percent, initial, 4.50 percent ultimate

Attachment 26: Audited Financial Statements Page 3160



HOPE ACADEMY NORTHCOAST CAMPUS 
CUYAHOGA COUNTY, OHIO  

 
NOTES TO THE BASIC FINANCIAL STATEMENTS  

FOR THE YEAR ENDED JUNE 30, 2018 
(Continued) 

 

32 
 

10.  DEFINED BENEFIT OTHER POST EMPLOYMENT BENEFIT PLANS (Continued) 
 

 
 

*Ten year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25 percent and does not include investment expenses.  Over a 30-year period, STRS' investment 
consultant indicates that the above target allocations should generate a return above the actual rate of 
return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total OPEB liability was 4.13 percent as of June 
30, 2017. The projection of cash flows used to determine the discount rate assumes STRS Ohio 
continues to allocate no employer contributions to the health care fund. Based on these assumptions, 
the OPEB plan’s fiduciary net position was not projected to be sufficient to make all projected future 
benefit payments of current plan members. The OPEB plan’s fiduciary net position was projected to 
become insufficient to make future benefit payments during the fiscal year ending June 30, 2037.  
Therefore, the long-term expected rate of return on OPEB plan assets was used to determine the 
present value of the projected benefit payments through the fiscal year ending June 30, 2036 and the 
Bond Buyer 20-year municipal bond rate of 3.58 percent as of June 30, 2017 (i.e. municipal bond rate), 
was used to determine the present value of the projected benefit payments for the remaining years in 
the projection.  The total present value of projected benefit payments from all years was then used to 
determine the single rate of return that was used as the discount rate. The blended discount rate of 
4.13 percent, which represents the long-term expected rate of return of 7.45 percent for the funded 
benefit payments and the Bond Buyer 20-year municipal bond rate of 3.58 percent for the unfunded 
benefit payments, was used to measure the total OPEB liability as of June 30, 2017.  A blended discount 
rate of 3.26 percent which represents the long term expected rate of return of 7.75 percent for the 
funded benefit payments and the Bond Buyer 20-year municipal bond rate of 2.85 percent for the 
unfunded benefit payments was used to measure the total OPEB liability at June 30, 2016. 
 
Sensitivity of the School's Proportionate Share of the Net OPEB Liability to Changes in the 
Discount and Health Care Cost Trend Rate The following table represents the net OPEB liability as 
of June 30, 2017, calculated using the current period discount rate assumption of 4.13 percent, as well 
as what the net OPEB liability would be if it were calculated using a discount rate that is one percentage 
point lower (3.13 percent) or one percentage point higher (5.13 percent) than the current assumption. 
Also shown is the net OPEB liability as if it were calculated using health care cost trend rates that are 
one percentage point lower or one percentage point higher than the current health care cost trend rates. 
 

  

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected
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10.  DEFINED BENEFIT OTHER POST EMPLOYMENT BENEFIT PLANS (Continued) 

 
 
11.  CONTINGENCIES  
 

A.  Grants  
 

Amounts received from grantor agencies are subject to audit and adjustment by the grantor. Any 
disallowed costs may require refunding to the grantor. Amounts which may be disallowed, if any, are 
not presently determinable. However, in the opinion of the School, any such adjustments will not have 
a material adverse effect on the financial position of the School.  
 
B.  Full Time Equivalency 
  
Foundation funding is based on the annualized full-time equivalent (FTE) enrollment of each student. 
However, there is an important nexus between attendance and enrollment for Foundation funding 
purposes. Community schools must provide documentation that clearly demonstrates students have 
participated in learning opportunities. The Ohio Department of Education (ODE) is legislatively 
required to adjust/reconcile funding as enrollment information is updated by schools throughout the 
State, which can extend past the fiscal year end. 

Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the 
fiscal year end that may result in an additional adjustment to the enrollment information as well as 
claw backs of Foundation funding due to a lack of evidence to support student participation and other 
matters of noncompliance. ODE did not perform such a review on the School for fiscal year 2018.    

As of the date of this report, all ODE adjustments through fiscal year 2018 have been completed. 
  

In addition, the School’s contracts with their Sponsor and Management Company require payment 
based on revenues received from the State. As discussed above, all ODE adjustments through fiscal 
year 2018 have been completed. A reconciliation between payments previously made and the FTE 
adjustments has taken place with these contracts. 
  
C. Litigation 

 
The School is not a party to legal proceedings that, in the opinion of management, would have a 
material adverse effect on the financial statements.  

 
12.     FEDERAL TAX STATUS  
 

The School was approved under § 501(c)(3) of the Internal Revenue Code as a tax exempt 
organization.  

 

1% Decrease
(3.13%)

Current 
Discount Rate

(4.13%)
1% Increase 

(5.13%)

School's Proportionate Share
  of the Net OPEB Liability 266,030$           198,163$           144,525$           

1% Decrease
Current 

Trend Rate 1% Increase

School's Proportionate Share
  of the Net OPEB Liability 137,675$           198,163$           277,772$           
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13.  SPONSORSHIP FEES 
 
 On July 1, 2005, the School contracted with the Saint Aloysius Orphanage (SAO) as its sponsor.  

State law allows sponsors to assess the schools up to 3 percent of State revenues as an oversight 
fee.  In June 2017, the School and the Sponsor signed a new agreement for a term of three (3) years 
through June 30, 2020. The school may terminate the agreement by sending notice 180 days prior 
to June 30. The Sponsor can terminate by sending notice by February 1st of the termination year. 
Total fees for fiscal year 2018 were $69,893.   

 
14.    CHANGE IN ACCOUNTING PRINCIPLES AND RESTATEMENT OF NET POSITION 
 

For the fiscal year ended June 30, 2018, the School has implemented Governmental Accounting 
Standards Board (GASB) Statement No. 75, Accounting and Financial reporting for Postemployment 
Benefits other than Pensions, GASB Statement No. 81, Irrevocable Split-Interest Agreements, GASB 
Statement No. 85, Omnibus 2017 and GASB Statement No. 86, Certain Debt Extinguishments. 
 
GASB Statement No. 75 requires recognition of the entire net postemployment benefits other than 
pensions (other postemployment benefits or OPEB) liability and a more comprehensive measure of 
postemployment benefits expense for OPEB provided to the employees of state and local 
governmental employers through OPEB plans that are administered through trusts or equivalent 
arrangements. The implementation of GASB Statement No. 75 resulted in the inclusion of net OPEB 
liability and OPEB expense components on the accrual financial statements.  See below for the effect 
on net position as previously reported.  
 
GASB Statement No. 81 requires that a government that receives resources pursuant to an 
irrevocable split-interest agreement recognize assets, liabilities, and deferred inflows of resources at 
the inception of the agreement. Furthermore, it requires that a government recognize assets 
representing its beneficial interests in irrevocable split-interest agreements that are administered by 
a third party, if the government controls the present service capacity of the beneficial interests. This 
statement also requires that a government recognize revenue when the resources become applicable 
to the reporting period.  The implementation of GASB Statement No. 81 did not have an effect on the 
financial statements of the School. 
 
GASB Statement No. 85 addresses a variety of topics including issues related to blending component 
units, goodwill, fair value measurement and application, and postemployment benefits. These 
changes were incorporated in the School’s fiscal year 2018 financial statements; however, there was 
no effect on beginning net position.  
 
GASB Statement No. 86 addresses the reporting and disclosure requirements of certain debt 
extinguishments including in-substance defeasance transactions and prepaid insurance associated 
with debt that is extinguished. The implementation of GASB Statement No. 86 did not have an effect 
on the financial statements of the School. 
 

 Net Position, June 30, 2017  $    (2,436,443) 

Adjustments:   

Net OPEB Liability (561,659) 

Deferred Outflow-Payments Subsequent to Measurement Date 3,463   

Restated Net Position, July 1, 2017  $    (2,994,639) 

 
Other than employer contributions subsequent to the measurement date, the School made no 
restatement for deferred inflows/outflows of resources as the information needed to generate these 
restatements was not available. 
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          See accompanying notes to the RSI 
 
 
 

2018 2017 2016 2015 2014
State Teachers Retirement System (STRS)

School's Proportion of the Net Pension Liability 0.00507897% 0.00692570% 0.00805572% 0.00778626% 0.00778626%

School's Proportionate Share of the Net Pension Liability 1,206,520$   2,318,241$   2,226,365$   1,893,888$   2,255,987$   

School's Covered Payroll 558,364$      762,557$      808,629$      855,138$      596,062$      

School's Proportionate Share of the Net Pension Liability
as a Percentage of its Covered Payroll 216.08% 304.01% 275.33% 221.47% 378.48%

Plan Fiduciary Net Position as a Percentage of the Total Pension 
Liability 75.30% 66.80% 72.10% 74.70% 69.30%

School Employees Retirement System (SERS)

School's Proportion of the Net Pension Liability 0.00791640% 0.00624930% 0.00932110% 0.00982700% 0.00982700%

School's Proportionate Share of the Net Pension Liability 472,987$      457,391$      531,871$      497,339$      584,380$      

School's Covered Payroll 241,921$      216,086$      590,099$      657,273$      331,467$      

School's Proportionate Share of the Net Pension Liability
as a Percentage of its Covered Payroll 195.51% 211.67% 90.13% 75.67% 176.30%

Plan Fiduciary Net Position as a Percentage of the Total Pension 
Liability 69.50% 62.98% 69.16% 71.70% 65.52%

(1) Information prior to 2014 is not available.

The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.
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2018 2017 2016 2015 2014 2013 2012 2011 2010 2009
School Employees Retirement System (SERS)

Contractually Required Contribution (1) 1,303$          3,463$          5,015$          9,725$          13,127$        13,414$      7,947$        9,411$        9,131$        22,800$      

Contributions in Relation to the 
Contractually Required Contribution (1,303) (3,463) (5,015) (9,725) (13,127) (13,414) (7,947) (9,411) (9,131) (22,800)

Contribution Deficiency (Excess) 0$                 0$                 0$                 0$                 0$                 0$               0$               0$               0$               0$               

School's Covered Payroll 210,643$      241,921$      216,086$      590,099$      657,273$      331,467$    273,814$    290,048$    390,554$    384,939$    

OPEB Contributions as a Percentage of 
Covered Payroll (1) 0.62% 1.43% 2.32% 1.65% 2.00% 4.05% 2.90% 3.24% 2.34% 5.92%

State Teachers Retirement System (STRS)

Contractually Required Contribution 0$                 0$                 0$                 0$                 8,551$          5,961$        6,049$        6,844$        7,341$        7,472$        

Contributions in Relation to the 
Contractually Required Contribution 0 0 0 0 (8,551) (5,961) (6,049) (6,844) (7,341) (7,472)

Contribution Deficiency (Excess) 0$                 0$                 0$                 0$                 0$                 0$               0$               0$               0$               0$               

School's Covered Payroll 640,700$      558,364$      762,557$      808,629$      855,138$      596,062$    604,862$    684,362$    734,123$    747,231$    

OPEB Contributions as a Percentage of 
Covered Payroll 0.00% 0.00% 0.00% 0.00% 1.00% 1.00% 1.00% 1.00% 1.00% 1.00%

(1) Includes surcharge

See accompanying notes to the required supplementary information.

Attachment 26: Audited Financial Statements Page 3167



Hope Academy Northcoast Campus 
Cuyahoga County, Ohio 

Notes to the Required Supplementary Information 
For the Fiscal Year Ended June 30, 2018 

          

 

39 
 

Note 1 - Net Pension Liability 
 
Changes in Assumptions - SERS 
 
For fiscal year 2017, the SERS Board adopted the following assumption changes: 

 Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent 
 Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent 
 Assumed real wage growth was reduced from 0.75 percent to 0.50 percent 
 Rates of withdrawal, retirement and disability were updated to reflect recent experience. 
 Mortality among active members was updated to the following: 

o RP-2014 Blue Collar Mortality Table with fully generational projection and a five year 
age set-back for both males and females. 

 Mortality among service retired members, and beneficiaries was updated to the following: 
o RP-2014 Blue Collar Mortality Table with fully generational projection with Scale BB, 

120 percent of male rates, and 110 percent of female rates. 
 Mortality among disable member was updated to the following: 

o RP-2000 Disabled Mortality Table, 90 percent for male rates and 100 percent for 
female rates, set back five years is used for the period after disability retirement.   

 
Changes in Benefit Terms - SERS 
For fiscal year 2018, the cost-of-living adjustment was changed from a fixed 3.00 percent to a cost-of-
living adjustment that is indexed to CPI-W not greater than 2.50 percent with a floor of zero percent 
beginning January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board 
has enacted a three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 
2020. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the Retirement Board approved several changes to the actuarial assumptions in 
2017. The long term expected rate of return was reduced from 7.75 percent to 7.45 percent, the 
inflation assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption 
was lowered to 3.00 percent, and total salary increases rate was lowered by decreasing the merit 
component of the individual salary increases, in addition to a decrease of 0.25 percent due to lower 
inflation. The healthy and disabled mortality assumptions were updated to the RP-2014 mortality tables 
with generational improvement scale MP-2016. Rates of retirement, termination and disability were 
modified to better reflect anticipated future experience. 
 
Changes in Benefit Terms - STRS 
 
Effective for fiscal year 2018, the cost-of-living adjustment (COLA) was reduced to zero.  
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Note 2 - Net OPEB Liability 
 
Changes in Assumptions – SERS 
 
Amounts reported for fiscal year 2018 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability as presented below: 
 
Municipal Bond Index Rate: 

Fiscal year 2018   3.56 percent 
Fiscal year 2017   2.92 percent 

Single Equivalent Interest Rate, net of plan investment expense, including price inflation 
Fiscal year 2018   3.63 percent 
Fiscal year 2017   2.98 percent 

 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the discount rate was increased from 3.26 percent to 4.13 percent based on the 
methodology defined under GASB Statement No. 74, Financial Reporting for Postemployment Benefit 
Plans Other Than Pension Plans (OPEB) and the long term expected rate of return was reduced from 
7.75 percent to 7.45 percent. Valuation year per capita health care costs were updated, and the salary 
scale was modified. The percentage of future retirees electing each option was updated based on 
current data and the percentage of future disabled retirees and terminated vested participants electing 
health coverage were decreased. The assumed mortality, disability, retirement, withdrawal and future 
health care cost trend rates were modified along with the portion of rebated prescription drug costs. 
 
Also, for fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 
2.1 percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were 
discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 2019. 
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February 26, 2019 
 
To the Board of Directors 
Hope Academy Northcoast Campus 
Cuyahoga County, Ohio 
4310 East 71st Street 
Cleveland, OH 44105 
 

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 
and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards  
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the Hope Academy 
Northcoast Campus, Cuyahoga County, Ohio (the School) as of and for the year ended June 30, 2018, and 
the related notes to the financial statements, which collectively comprise the School’s basic financial 
statements, and have issued our report thereon dated February 26, 2019, in which we noted that the 
School restated the net position balance to account for the implementation of GASB Statement No. 75, 
Accounting and Financial reporting for Postemployment Benefits other than Pensions. 
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School's internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate in 
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the School’s internal control. Accordingly, we 
do not express an opinion on the effectiveness of the School’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with 
governance.  
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies may 
exist that have not been identified. We did identify a certain deficiency in internal control, described in 
the accompanying schedule of findings and responses as item 2018-001 that we consider to be a material 
weakness. 
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Hope Academy Northcoast Campus 
Independent Auditor’s Report on Internal Control over Financial Reporting and on  
  Compliance and Other Matters Based on an Audit of Financial Statements  
  Performed in Accordance with Government Auditing Standards   

Page 2 of 2 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School’s financial statements are free of 
material misstatement, we tested its compliance with certain provisions of laws, regulations, contracts, 
and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, opining on compliance with those provisions 
was not an objective of our audit and accordingly, we do not express such an opinion. The results of our 
tests disclosed no instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose.  
 

    
                Cambridge, Ohio   
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Hope Academy Northcoast Campus 
Cuyahoga County, Ohio 

Schedule of Findings and Responses 
June 30, 2018 

 
FINDINGS RELATED TO THE FINANCIAL STATEMENTS 

REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS 
 
Finding Number: 2018-001  
 
Material Weakness: Internal Control over Financial Reporting 
 
Criteria: The AICPA establishes auditing standards generally accepted in the United States that certified public 
accountants and government auditors must follow in conducting audits of state and local governments. AU-C 265 
establishes standards, responsibilities and guidance for auditors during a financial statement audit engagement for 
identifying and evaluating a client’s internal control over financial reporting. This standard requires the audit to 
report in writing to management and the governing body any control deficiencies found during the audit that are 
considered significant deficiencies and/or material weaknesses. To this end, AU-C 265 lists specific control 
deficiencies that should be regarded as at least a significant deficiency and a strong indicator of a material 
weakness in internal control. 
 
Condition: Material audit adjustments were made to the financial statements presented for audit. 
 
Cause: When completing the GASB 68 accruals, the School utilized the incorrect change in proportionate share 
amount. This caused the calculation of deferred outflows of resources related to pension to be understated by 
$28,352, the deferred inflows of resources related to pension to be understated by $279,050 and the pension/OPEB 
expense to be understated by $250,698. 
 
Effect: The financial statements were materiality misstated by the amounts summarized above. 
 
Recommendation: We recommend the Treasurer work with the contracted accountant completing the 
calculations to ensure they are correct and that the financial statements are thoroughly reviewed by the Treasurer 
prior to submitting them for audit. 
 
Management’s Response: We did not receive a response from Management to this finding. 
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Board of Directors 
Hope Academy Northcoast Campus 
4310 East 71st Street 
Cleveland, Ohio 44105 
 
 
 
We have reviewed the Independent Auditor’s Report of the Hope Academy Northcoast Campus, 
Cuyahoga County, prepared by Rea & Associates, Inc., for the audit period July 1, 2016 through 
June 30, 2017.  Based upon this review, we have accepted these reports in lieu of the audit 
required by Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying 
financial statements and, accordingly, we are unable to express, and do not express an opinion on 
them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Hope Academy Northcoast Campus is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
 
 
Dave Yost 
Auditor of State 
 
April 13, 2018 
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January 31, 2018 
 
To the Board of Directors 
Hope Academy Northcoast Campus 
Cuyahoga County, Ohio 
4310 East 71st Street 
Cleveland, OH 44105 
 
 

INDEPENDENT AUDITOR'S REPORT 
 
Report on the Financial Statements 

We have audited the accompanying financial statements of the Hope Academy Northcoast Campus, Cuyahoga 
County, Ohio (the “School”) as of and for the year ended June 30, 2017, and the related notes to the financial 
statements, which collectively comprise the School’s basic financial statements as listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in accordance with 
accounting principles generally accepted in the United States of America; this includes the design, implementation, 
and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are 
free from material misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit 
in accordance with auditing standards generally accepted in the United States of America and the standards 
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the 
United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of 
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, 
the auditor considers internal control relevant to the School’s preparation and fair presentation of the financial 
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the School’s internal control. Accordingly, we express no such 
opinion. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position 
of the School, as of June 30, 2017, and the changes in its financial position and its cash flows for the year then ended 
in accordance with accounting principles generally accepted in the United States of America. 
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Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the Management’s Discussion 
and Analysis, the Schedule of the School's Proportionate Share of the Net Pension Liability, and Schedule of School 
Contributions on pages 3-7, 30, and 31, respectively, be presented to supplement the basic financial statements. Such 
information, although not a part of the basic financial statements, is required by the Governmental Accounting 
Standards Board who considers it to be an essential part of financial reporting for placing the basic financial 
statements in an appropriate operational, economic, or historical context. We have applied certain limited procedures 
to the required supplementary information in accordance with auditing standards generally accepted in the United 
States of America, which consisted of inquiries of management about the methods of preparing the information and 
comparing the information for consistency with management’s responses to our inquiries, the basic financial 
statements, and other knowledge we obtained during our audit of the basic financial statements. We do not express 
an opinion or provide any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance. 
 
Oher Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated January 31, 2018, on our 
consideration of the School's internal control over financial reporting and on our tests of its compliance with certain 
provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is to 
describe the scope of our testing of internal control over financial reporting and compliance and the results of that 
testing, and not to provide an opinion on the effectiveness of the School’s internal control over financial reporting or 
on compliance. That report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the School’s internal control over financial reporting and compliance. 

Cambridge, Ohio 
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The discussion and analysis of the Hope Academy Northcoast Campus’ (the School) financial performance 
provides an overall review of the School’s financial activities for the fiscal year ended  
June 30, 2017.  The intent of this discussion and analysis is to look at the School’s financial performance 
as a whole; readers should also review the basic financial statements and the notes to the basic financial 
statements to enhance their understanding of the School’s financial performance.    
 
The Management’s Discussion and Analysis (MD&A) is an element of the reporting model adopted by the 
Governmental Accounting Standards Board (GASB) in their Statement No. 34 Basic Financial Statements 
and Management’s Discussion and Analysis for State and Local Governments issued June 1999.  Certain 
comparative information between the current year and the prior year is required to be presented in the 
MD&A.  
 
Financial Highlights   
 

 In total, net position increased $21,949, which represents a 0.9 percent increase from 2016. This 
increase is due to the increase in State Aid and grants outpacing increased expenses. 

 
 Total assets increased $60,451, which represents a 25.0 percent increase from 2016.  This was 

primarily due to an increase in Cash from operations and grants receivable. 
 

 Liabilities increased $47,143, which represents a 1.7 percent increase from 2016. The increase in 
liabilities is primarily due to an increase in Net Pension Liability and Grants Funding Payable.   

 
Using this Financial Report   
 
This report consists of three parts, the required supplementary information, the basic financial statements, 
and notes to those statements.  The basic financial statements include a Statement of Net Position, a 
Statement of Revenues, Expenses and Changes in Net Position, and a Statement of Cash Flows.   
 
The School uses enterprise presentation for all of its activities. 
 
Statement of Net Position   
 
The Statement of Net Position answers the question of how the School did financially during 2017.  This 
statement includes all assets, deferred outflows of resources, liabilities, and deferring inflows of resources 
both financial and capital, and short-term and long-term using the accrual basis of accounting and economic 
resources focus, which is similar to the accounting used by most private-sector companies.  This basis of 
accounting takes into account all revenues and expenses during the year, regardless of when the cash is 
received or paid.    
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Table 1 provides a summary of the School’s Net Position for fiscal years 2017 and 2016.   
 
  

(Table 1) 
Statement of Net Position  

 
2017 2016 

Assets  

Current Assets  $     302,589   $    242,138  
     Total Assets        302,589         242,138  

 
Deferred Outflows of 
Resources 

 
Pension Requirements        518,838         308,388  

 
Liabilities 

Current Liabilities          86,279          56,533  
Long Term Liabilities      2,775,632      2,758,235  
Total Liabilities      2,861,911      2,814,768  

Deferred Inflows of 
Resources 

Pension Requirements        395,959         194,150   

Net Position  

Unrestricted     (2,436,443)     (2,458,392) 
Total Net Position  $ (2,436,443)   $(2,458,392) 

 
In total, net position increased $21,949, which represents a 0.9 percent increase from 2016. This increase 
is due to the increase in State Aid and grants outpacing increased expenses. Total assets increased 
$60,451, which represents a 25.0 percent increase from 2016.  This was primarily due to an increase in 
Cash from operations and grants receivable. Liabilities increased $47,143, which represents a 1.7 percent 
increase from 2016. The increase in liabilities is primarily due to an increase in Net Pension Liability and 
Grants Funding Payable.   
 
Statement of Revenues, Expenses and Changes in Net Position   
 
Table 2 shows the changes in Net Position for fiscal years 2017 and 2016, as well as a listing of revenues 
and expenses.   This change in Net Position is important because it tells the reader that, for the School as 
a whole, the financial position of the School has improved or diminished. The cause of this may be the 
result of many factors, some financial, some not.  Non-financial factors include the current laws in Ohio 
restricting revenue growth, facility conditions, required educational programs and other factors. 
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Table 2 shows the changes in net position ended June 30, 2017, as compared to changes reported for 
fiscal year 2016. 

(Table 2) 
Change in Net Position 

 
 2017 2016 
OPERATING REVENUES 
State Aid  $  2,422,471  $  2,333,163 
Casino Aid          14,338          14,787 
Facilities Aid          56,990          42,981 
NON-OPERATING REVENUE 
Grants        629,115        603,968 
Interest Income               246               204 
Miscellaneous             3,612            4,132 

Total Revenues      3,126,772      2,999,235 

OPERATING EXPENSES 
Purchased Services: Management Fees      2,314,655      2,245,201 
Purchased Services: Grant Programs        629,115        603,968 
Sponsorship Fees          72,360          69,632 
Legal          21,192          17,546 
Auditing and Accounting          31,390          31,347 
Insurance            7,099            7,099 
Board of Education          10,472          11,707 
Miscellaneous          18,540            7,487 

Total Expenses      3,104,823      2,993,987 

Change in Net Position  $      21,949  $        5,248 
 
 
The primary reason for the increase in overall revenues from 2016 was the increase in state aid. The 
School’s most significant expense, “Purchased Services: Management Fees” increased as well because of 
the management agreement in place between the School and ACCEL Schools of Ohio (ACCEL). The 
agreement provides that specific percentages of the revenues received by the School will be paid to ACCEL 
to fund operations (See Notes to the Basic Financial Statements, Note 7).  
 
During a prior fiscal year, the School adopted GASB Statement 68, Accounting and Financial Reporting for 
Pensions—an Amendment of GASB Statement 27, which significantly revises accounting for pension costs 
and liabilities. For reasons discussed below, many end users of this financial statement will gain a clearer 
understanding of the School’s actual financial condition by adding deferred inflows related to pension and 
the net pension liability to the reported net position and subtracting deferred outflows related to pension. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles. When accounting for 
pension costs, GASB 27 focused on a funding approach. This approach limited pension costs to 
contributions annually required by law, which may or may not be sufficient to fully fund each plan’s net 
pension liability. GASB 68 takes an earnings approach to pension accounting; however, the nature of Ohio’s 
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statewide pension systems and state law governing those systems requires additional explanation in order 
to properly understand the information presented in these statements. 
 
Under the standards required by GASB 68, the net pension liability equals the School’s proportionate share 
of each plan’s collective: 
 

1. Present value of estimated future pension benefits attributable to active and inactive employees’ 
past service 

2. Minus plan assets available to pay these benefits 
 
GASB notes that pension obligations, whether funded or unfunded, are part of the “employment exchange” 
– that is, the employee is trading his or her labor in exchange for wages, benefits, and the promise of a 
future pension. GASB noted that the unfunded portion of this pension promise is a present obligation of the 
government, part of a bargained-for benefit to the employee, and should accordingly be reported by the 
government as a liability since they received the benefit of the exchange. However, the School is not 
responsible for certain key factors affecting the balance of this liability. In Ohio, the employee shares the 
obligation of funding pension benefits with the employer. Both employer and employee contribution rates 
are capped by State statute. A change in these caps requires action of both Houses of the General 
Assembly and approval of the Governor. Benefit provisions are also determined by State statute. The 
employee enters the employment exchange with the knowledge that the employer’s promise is limited not 
by contract but by law. The employer enters the exchange also knowing that there is a specific, legal limit 
to its contribution to the pension system. In Ohio, there is no legal means to enforce the unfunded liability 
of the pension system as against the public employer. State law operates to mitigate/lessen the moral 
obligation of the public employer to the employee, because all parties enter the employment exchange with 
notice as to the law. The pension system is responsible for the administration of the plan.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e., sick 
and vacation leave), are satisfied through paid time-off or termination payments. There is no repayment 
schedule for the net pension liability. As explained above, changes in pension benefits, contribution rates, 
and return on investments affect the balance of the net pension liability, but are outside the control of the 
local government. In the event that contributions, investment returns, and other changes are insufficient to 
keep up with required pension payments, State statute does not assign/identify the responsible party for 
the unfunded portion. Due to the unique nature of how the net pension liability is satisfied, this liability is 
separately identified within the long-term liability section of the statement of net position. 
 
In accordance with GASB 68, the School’s statements prepared on an accrual basis of accounting include 
an annual pension expense for their proportionate share of each plan’s change in net pension liability not 
accounted for as deferred inflows/outflows of resources. The contractually required contribution is no longer 
a component of pension expense; under GASB 68, the 2017 statements report pension expense of 
$120,795. 
 
Budgeting Highlights 
 
Unlike other public schools located in the State of Ohio, community schools are not required to follow 
budgetary provisions set forth in Ohio Rev. Code Chapter 5705, unless specifically provided in the 
community school’s contract with its Sponsor. The contract between the School and its Sponsor does 
prescribe a budgetary process. The School has developed a one year spending plan and a five-year 
projection that is reviewed periodically by the Board of Directors.  The five-year projections are also 
submitted to the Sponsor and the Ohio Department of Education.                                               . 
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Capital Assets 
 
At the end of fiscal year 2017 the School had $0, invested in capital assets. For more information on capital 
assets, see Note 5 in the Notes to the Basic Financial Statements. 
 
Current Financial Issues   
 
The Hope Academy Northcoast Campus received revenue for 285 students in 2017 (a decrease from 2016 
of 2) and continues to enroll students on a daily basis.  State law governing community schools allows for 
the School to have open enrollment across traditional school district boundaries.  The School receives its 
support almost entirely from State Aid.  Per pupil revenue from State Aid for the School averaged $8,750 
in fiscal year 2017.  The School receives additional revenues from grant subsidies.   
 
On July 1, 2005, the School contracted with the Saint Aloysius Orphanage (SAO) as its sponsor.  State law 
allows sponsors to assess the schools up to 3 percent of State revenues as an oversight fee.  In June 2010, 
the School extended its contract with SAO through June 30, 2013. The school renewed its contract for the 
time period of July 1, 2013 through June 30, 2015.  SAO will be paid three percent (3%) remainder of the 
contractual period of all funds received by the School from the State of Ohio. In June 2015, the School and 
the Sponsor signed a new agreement for a term of one (1) year and will automatically renew for one (1) 
year terms through June 30, 2017. In June 2017, the School and the Sponsor signed a new agreement for 
a term of three (3) years through June 30, 2020. The school may terminate the agreement by sending 
notice 180 days prior to June 30. The Sponsor can terminate by sending notice by February 1st of the 
termination year. 
 
 
Contacting the School’s Financial Management 
 
This financial report is designed to provide our readers with a general overview of the School’s finances 
and to show the School’s accountability for the money it receives.  If you have questions about this report 
or need additional information, contact Brian G. Adams, Fiscal Officer for the Hope Academy Northcoast 
Campus, 65 E. Wilson Bridge Road, Worthington, OH 43085 or e-mail at badams@ocscltd.com. 
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HOPE ACADEMY NORTHCOAST CAMPUS 

CUYAHOGA COUNTY, OHIO 

STATEMENT OF NET POSITION 
JUNE 30, 2017 

 
ASSETS 

 
Current Assets 
Cash and Cash Equivalents  $    219,486  
State Funding Receivable           9,747  
Grants Receivable         73,356  

Total Assets $302,589  

DEFERRED OUTFLOWS OF RESOURCES 
Pension Requirements       518,838  

LIABILITIES 

Current Liabilities 
Accounts Payable           3,858  
Grants Funding Payable         73,356  
Continuing Fees Payable           9,065  
Total Current Liabilities         86,279  

Long-Term Liabilities 
Net Pension Liability     2,775,632  

Total Liabilities     2,861,911  

DEFERRED INFLOWS OF RESOURCES 
Pension Requirements       395,959  

NET POSITION 

Unrestricted    (2,436,443) 

Total Net Position  $(2,436,443) 

See accompanying notes to the basic financial statements 
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HOPE ACADEMY NORTHCOAST CAMPUS 
CUYAHOGA COUNTY, OHIO 

STATEMENT OF REVENUES, 
EXPENSES AND CHANGES IN NET POSITION 
FOR THE FISCAL YEAR ENDED JUNE 30, 2017 

 
OPERATING REVENUES 
State Aid  $   2,422,471  
Casino Aid           14,338  
Facilities Aid           56,990  

Total Operating Revenues       2,493,799  

OPERATING EXPENSES 
Purchased Services: Management Fees       2,314,655  
Purchased Services: Grant Programs         629,115  
Sponsorship Fees           72,360  
Legal           21,192  
Auditing and Accounting           31,390  
Insurance             7,099  
Board of Education           10,472  
Miscellaneous           18,540  

Total Operating Expenses       3,104,823  

Operating Loss        (611,024) 

NON-OPERATING REVENUES 
Grants         629,115  
Interest Income                246  
Miscellaneous              3,612  

Total Non-Operating Revenues         632,973  

Change in Net Position           21,949  

Net Position Beginning of Year      (2,458,392) 

Net Position End of Year  $  (2,436,443) 

See accompanying notes to the basic financial statements 
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HOPE ACADEMY NORTHCOAST CAMPUS 
CUYAHOGA COUNTY, OHIO 

STATEMENT OF CASH FLOWS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2017 

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 

 
CASH FLOWS FROM OPERATING ACTIVITIES 
Cash Received from State of Ohio  $ 2,497,720 
Cash Payments to Suppliers for Goods and Services    (3,066,260)

 
Net Cash Used For Operating Activities       (568,540)

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES 
Cash Received from Grants        595,268 
Miscellaneous Cash Receipts           3,612 

Net Cash Provided by Noncapital Financing Activities        598,880 

CASH FLOWS FROM INVESTING ACTIVITIES 
Cash Received from Interest on Investments              246 

Net Increase in Cash and Cash Equivalents         30,586 
  
Cash and Cash Equivalents Beginning of Year        188,900 

Cash and Cash Equivalents End of Year  $    219,486 

RECONCILIATION OF OPERATING LOSS TO NET  
CASH USED FOR OPERATING ACTIVITIES 
Operating Loss  $   (611,024)

 
ADJUSTMENTS TO RECONCILE OPERATING LOSS TO NET  
CASH USED FOR OPERATING ACTIVITIES 
    Depreciation                  - 

    Changes in Assets, Liabilities, Deferred Inflows and Outflows of Resources: 
    Intergovernmental Receivable         13,668 
    State Funding Receivable (9,747)
    Due from Schools        61
    Accounts Payable       (2,398)
    Grants Funding Payable         33,847 
    Continuing Fee Payable          (1,703)
    Net Pension Liability         17,397 
    Deferred Outflows of Resources (210,450)
    Deferred Inflows of Resources        201,809 

        42,484
   
Net Cash Used For Operating Activities  $   (568.540)

See accompanying notes to the basic financial statements 
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1.  DESCRIPTION OF THE SCHOOL AND REPORTING ENTITY  

Hope Academy Northcoast Campus (the School) is a state nonprofit corporation established pursuant 
to Ohio Rev. Code Chapters 3314 and 1702 to maintain and provide a school exclusively for any 
educational, literary, scientific and related teaching service. The School, which is part of the State’s 
education program, is independent of any school district.  The School may sue and be sued, acquire 
facilities as needed, and contract for any services necessary for the operation of the School.  

The School contracts with HA Northcoast, LLC, for most of its functions (see note 7). HA Northcoast, 
LLC is under the ownership of ACCEL Schools of Ohio, LLC 

The School was originally approved for operation under contract with the Ohio State Board of 
Education for a period of five years from May 16, 2000 through June 30, 2005. On July 1, 2005, the 
School contracted with the Saint Aloysius Orphanage (SAO) as its sponsor.  State law allows 
sponsors to assess the schools up to 3 percent of State revenues as an oversight fee.  In June 2010, 
the School extended its contract with SAO through June 30, 2013. The school renewed its contract 
for the time period of July 1, 2013 through June 30, 2015.  SAO will be paid three percent (3%) 
remainder of the contractual period of all funds received by the School from the State of Ohio. In June 
2015, the School and the Sponsor signed a new agreement for a term of one (1) year and will 
automatically renew for one (1) year terms through June 30, 2017. In June 2017, the School and the 
Sponsor signed a new agreement for a term of three (3) years through June 30, 2020. The school 
may terminate the agreement by sending notice 180 days prior to June 30. The Sponsor can 
terminate by sending notice by February 1st of the termination year. 

The School operates under a self-appointing, five-member Board of Directors (the Board). The 
School’s Code of Regulations specify that vacancies that arise on the Board will be filled by the 
appointment of a successor director by a majority vote of the then existing directors. The Board is 
responsible for carrying out the provisions of the contract with the Sponsor, which include, but are 
not limited to, state-mandated provisions regarding student population, curriculum, academic goals, 
performance standards, admission standards, and qualifications of teachers.  The facility is staffed 
with teaching personnel employed by HA Northcoast, LLC, who provide services to 285 students.   

 
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  
 

The basic financial statements of the School have been prepared in conformity with generally 
accepted accounting principles as applied to governmental nonprofit organizations. The 
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for 
establishing governmental accounting and financial reporting principles.  The more significant of the 
School’s accounting policies are described below.  

 
A. Basis of Presentation  

 
The School’s basic financial statements consist of a Statement of Net Position, a Statement of 
Revenues, Expenses and Changes in Net Position, and a Statement of Cash Flows. Enterprise 
fund reporting focuses on the determination of the change in Net Position, financial position 
and cash flows.  
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)  
 

A. Basis of Presentation (Continued) 
 

Auditor of State of Ohio Bulletin No. 2000-005 requires the presentation of all financial activity 
to be reported within one enterprise fund for year-end reporting purposes. Enterprise 
accounting is used to account for operations that are financed and operated in a manner similar 
to private business enterprises where the intent is that the costs (expenses) of providing goods 
or services to the general public on a continuing basis be financed or recovered primarily 
through user charges. 

 
B. Measurement Focus and Basis of Accounting  

 
The accounting and financial reporting treatment applied to a fund is determined by its 
measurement focus.  Enterprise accounting uses a flow of economic resources measurement 
focus.  With this measurement focus, all assets, deferred outflows of resources, all liabilities, 
and deferred inflows of resources are included on the Statement of Net Position.  Operating 
statements present increases (i.e., revenues) and decreases (i.e., expenses) in Net Position. 
The accrual basis of accounting is utilized for reporting purposes.  Revenues are recognized 
when they are earned, and expenses are recognized when they are incurred. 

 
C. Budgetary Process  

 
Unlike traditional public schools located in the State of Ohio, community schools are not 
required to follow budgetary provisions set forth in Ohio Rev. Code Section 5705, unless 
specifically provided in the School’s contract with its Sponsor. The contract between the School 
and its Sponsor requires a detailed school budget for each year of the contract. In addition, the 
Board adopted an operating budget at the beginning of fiscal year 2017. However, the budget 
does not have to follow the provisions of Ohio Rev. Code Section 5705, except for section 
5705.391 as it relates to five-year forecasts.  

 
D. Cash and Cash Equivalents  

 
All cash received by the School is maintained in a demand deposit account, and a money 
market account. For purposes of the Statement of Cash Flows and for presentation on the 
Statement of Net Position, investments with an original maturity of three months or less at the 
time they are purchased are considered to be cash equivalents.  
 

E. Intergovernmental Revenues  
 

The School currently participates in the State Foundation Program, the State Disadvantaged 
Pupil Impact Aid (DPIA) Program, and the State Special Education Program, which are 
reflected under “State Aid” on the Statement of Revenues, Expenses and Changes in Net 
Position. Revenues received from these programs are recognized as operating revenues in the 
accounting period in which all eligibility requirements have been met.   
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

E. Intergovernmental Revenues (Continued)  

Non-exchange transactions, in which the School receives value without directly giving equal 
value in return, include grants, entitlements, and contributions.  Grants, entitlements, and 
contributions are recognized as non-operating revenues in the accounting period in which all 
eligibility requirements have been met.  

 
Eligibility requirements include timing requirements, which specify the year when the resources 
are required to be used or the fiscal year when use is first permitted; matching requirements, 
in which the School must provide local resources to be used for a specified purpose; and 
expenditure requirements, in which the resources are provided to the School on a 
reimbursement basis.  Amounts awarded under the above programs for the 2017 school year 
totaled $ $3,122,914.  

 
F. Capital Assets and Depreciation  

For purposes of recording capital assets, the Board has a capitalization threshold of $5,000.  
 
The capital assets are recorded on the accompanying Statement of Net Position at cost, net of 
accumulated depreciation at $0. Depreciation is computed by the straight-line method over five 
years for “Equipment,” three years for “Computers and Software,” and five to twenty years for 
“Leasehold Improvements”. 
 
Aside from those mentioned above, the School has no other capital assets, as the School 
operates under a management agreement with HA Northcoast, LLC (See Note 7).  
 

G. Use of Estimates  
 

In preparing the financial statements, management is sometimes required to make estimates 
and assumptions that affect the reported amounts of assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources the disclosure of contingent assets and liabilities 
at the date of the financial statements, and the reported amounts of revenues and expenses 
during the reporting period.  Actual results could differ from those estimates.  

 
H. Net Position  

 
Net Position represents the difference between (all assets plus deferred outflows of resources) 
less (all liabilities, plus deferred inflows of resources).  Net Position is reported as restricted 
when there are limitations imposed on their use, either through enabling legislation adopted by 
the School or through external restrictions imposed by creditors, grantors, or contracts.  The 
School applies restricted resources first when an expense is incurred for purposes for which 
both restricted and unrestricted Net Position is available. 

 
I. Operating Revenues and Expenses  

 
Operating revenues are those revenues that are generated directly from the School’s primary 
activities. For the School, these revenues are primarily State, Facility Aid, Casino Aid and 
facilities payments.  Operating expenses are necessary costs incurred to provide the goods 
and services that are the primary activities of the School. Revenues and expenses not meeting 
this definition are reported as non-operating.  
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
J.   Pensions  
 

For purposes of measuring the net pension liability, deferred outflows of resources and deferred 
inflows of resources related to pensions, and pension expense, information about the fiduciary 
net position of the pension plans and additions to/deductions from their fiduciary net positon 
have been determined on the same basis as they are reported by the pension systems.  For 
this purpose, benefit payments (including refunds of employee contributions) are recognized 
when due and payable in accordance with the benefit terms.  The pension systems report 
investments at fair value. 

 
K. Deferred Outflows/Inflows of Resources 

 
In addition to assets, the statements of financial position will sometimes report a separate 
section for deferred outflows of resources. Deferred outflows of resources represent a 
consumption of net position that applies to a future period and will not be recognized as an 
outflow of resources (expense/expenditure) until then. For the School, deferred outflows of 
resources are reported on the statement of net position for pension. The deferred outflows of 
resources related to pension are explained in Note 9. 

 
In addition to liabilities, the statements of financial position report a separate section for 
deferred inflows of resources. Deferred inflows of resources represent an acquisition of net 
position that applies to a future period and will not be recognized as an inflow of resources 
(revenue) until that time. These amounts are deferred and recognized as an inflow of resources 
in the period the amounts become available. Deferred inflows of resources related to pension 
are reported on the statement of net position. (See Note 9). 

 
3. DEPOSITS AND INVESTMENTS  
 

At June 30, 2017, the carrying amount of all School deposits was $219,486, and its bank balance 
was $219,486.  Based on the criteria described in GASB Statement No. 40, “Deposits and Investment 
Risk Disclosures”, as of June 30, 2017, the School’s bank balance of $219,486 was covered by the 
Federal Deposit Insurance Corporation.  
 
Custodial credit risk is the risk that, in the event of bank failure, the School’s deposits may not be 
returned.  All deposits are collateralized with eligible securities in amounts equal to at least 105 
percent of the carrying value of the deposits.  Such collateral, as permitted by the Ohio Revised Code, 
is held in single financial institution collateral pools at Federal Reserve Banks, or at member banks 
of the federal reserve system, in the name of the respective depository bank and pledged as a pool 
of collateral against all of the public deposits it holds or as specific collateral held at the Federal 
Reserve Bank in the name of the School.  

       . 
4. RECEIVABLE/PAYABLE  
 

The School has recorded “Grants Receivable” in the amount of $73,356 to account for the remainder 
of State and Federal awards allocated to the School, but not received as of June 30, 2017. State 
Funding Receivable of $9,747 is the result of the fiscal year 2017 FTE adjustments from ODE. 
 
Additionally, under the terms of the management agreement (See Note 7), the School has recorded 
“Grants Funding Payable” and “Continuing Fees Payable” to HA Northcoast, LLC, in the amount of 
$73,356 and $9,065 respectively for of any State and Federal grant monies uncollected or unpaid to 
HA Northcoast, LLC, as of June 30, 2017. Accounts Payable consists of obligations totaling $3,858 
at June 30, 2017, incurred during the normal course of conducting operations. 
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5.  CAPITAL ASSETS AND DEPRECIATION  
 

For the year ended June 30, 2017, the School’s capital assets consisted of the following:  

Capital Assets Being Depreciated 
  Balance    Balance
6/30/2016 Additions Deletions 6/30/2017

Equipment  $  45,571  $          -   $          -  $  45,571 
Computers and Software       7,250              -  -       7,250 
Leasehold Improvements    307,163              -              -    307,163 
Total Assets Being Depreciated    359,984              -              -    359,984 

 
Less:  Accumulated Depreciation      
Equipment  (45,570)              -                 -   (45,570)
Computers and Software  (7,250) - -   (7,250)
Leasehold Improvements (307,164)              -             -  (307,164)
Total Accumulated Depreciation (359,984)              -             - (359,984)

 
TOTAL CAPITAL ASSETS BEING DEPRECIATED, NET  $           -   $           -   $           -   $           - 

 
6.  RISK MANAGEMENT  
 

Property and Liability - The School is exposed to various risks of loss related to torts; theft or 
damage to, and destruction of assets; errors and omissions; injuries to employees; and natural 
disasters. As part of its management agreement with HA Northcoast, LLC, HA Northcoast, LLC, has 
contracted with an insurance company for property and general liability insurance pursuant to the 
Management Agreement (See Note 7). There was no significant reduction in insurance coverage 
from the prior year and claims have not exceeded insurance coverage over the past three years.   

 
Director and Officer - Coverage has been purchased by the School with a $1,000,000 aggregate 
limit and a $2,500 deductible.  

 
7.  AGREEMENT WITH HA NORTHCOAST, LLC  
 

Effective November 1, 2005, the School entered into a multi-year Management Agreement 
(Agreement) with ACCEL Schools of Ohio, LLC, (through its subsidiary HA Northcoast, LLC), which 
is an educational consulting and management company.  In July 2014, the school signed an amended 
and restated agreement by and between the Educational Management Organization, HA Northcoast, 
LLC (the EMO) and the governing authority. The EMO is responsible and accountable to the School’s 
Board of Directors for the administration and day-to-day operations. As part of the terms of this 
agreement, the “Continuing Fee” percentage of the School is 93 percent.  “Continuing Fees” are 
defined in the Agreement as, “…the revenue per student received by the School from the State of 
Ohio Department of Education pursuant to Title 33 and other provisions of the Ohio Revised Code…”. 
With regard to grant funding, the agreement reads as follows: “Federal Title Programs, lunch 
programs revenue, and other such federal, state and local government grant funding designated to 
compensate the school for the education of its students shall be fully paid to the Company.”  The 
continuing fee is paid to EMO based on the previous month’s qualified gross revenues”.  As such, 
EMO receives 93 percent of “State Aid” (see note 2 E) and 100 percent of all other federal, state, and 
local grants.  The School retains 7 percent of the “State Aid” as well as miscellaneous revenues 
generated from interest on deposits and donations.  
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7.  AGREEMENT WITH HA NORTHCOAST, LLC (continued) 
 
The continuing fee is paid to the EMO based on the previous month’s qualified gross revenues. The 
School had purchased service expenses for the year ended June 30, 2017, to EMO of $2,943,770 
and payables to EMO at June 30, 2017 aggregating $84,207. EMO is responsible for all costs 
incurred in providing the educational program at the School, which include but are not limited to, 
salaries and benefits of all personnel, curriculum materials, textbooks, library books, computers and 
other equipment, software, supplies, building payments, maintenance, capital, and insurance. 
 

8. MANAGEMENT COMPANY EXPENSES  
 

For the year ended June 30, 2017, HA Northcoast, LLC and its affiliates incurred the following 
expenses on- behalf of the School:  

 
 

 
 

 
Overhead charges are assigned to the School based on a percentage of revenue.  These charges 
represent the indirect cost of services provided in the operation of the School.  Such services 
include, but are not limited to facilities management, equipment, operational support services, 
management and management consulting, board relations, human resources management, 
training and orientation, financial reporting and compliance, purchasing and procurement, 
education services, technology support and marketing and communications.   

 
 
 
 
 
 
 
 
 
 

Attachment 26: Audited Financial Statements Page 3197



HOPE ACADEMY NORTHCOAST CAMPUS 
CUYAHOGA COUNTY, OHIO  

 
NOTES TO THE BASIC FINANCIAL STATEMENTS  

FOR THE YEAR ENDED JUNE 30, 2017 
(Continued) 

 

18 
 

9. DEFINED BENEFIT PENSION PLANS 
 

A.      Net Pension Liability 
 

The net pension liability reported on the statement of net position represents a liability to 
employees for pensions. Pensions are a component of exchange transactions-–between an 
employer and its employees—of salaries and benefits for employee services.  Pensions are 
provided to an employee—on a deferred-payment basis—as part of the total compensation 
package offered by an employer for employee services each financial period.  The obligation 
to sacrifice resources for pensions is a present obligation because it was created as a result of 
employment exchanges that already have occurred. 

 
The net pension liability represents the School’s proportionate share of each pension plan’s 
collective actuarial present value of projected benefit payments attributable to past periods of 
service, net of each pension plan’s fiduciary net position.  The net pension liability calculation 
is dependent on critical long-term variables, including estimated average life expectancies, 
earnings on investments, cost of living adjustments and others.  While these estimates use the 
best information available, unknowable future events require adjusting this estimate annually.   

 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   
The School cannot control benefit terms or the manner in which pensions are financed; 
however, the School does receive the benefit of employees’ services in exchange for 
compensation including pension.  

 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit 
from employee services; and (2) State statute requires all funding to come from these 
employers.  All contributions to date have come solely from these employers (which also 
includes costs paid in the form of withholdings from employees).  State statute requires the 
pension plans to amortize unfunded liabilities within 30 years.  If the amortization period 
exceeds 30 years, each pension plan’s board must propose corrective action to the State 
legislature.  Any resulting legislative change to benefits or funding could significantly affect the 
net pension liability.   Resulting adjustments to the net pension liability would be effective when 
the changes are legally enforceable. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net 
pension liability on the accrual basis of accounting.  Any liability for the contractually required 
pension contribution outstanding at the end of the year is included in continuing fee payable. 

 
B.      Plan Description - School Employees Retirement System (SERS) 

 
Plan Description – School non-teaching employees participate in SERS, a cost-sharing 
multiple-employer defined benefit pension plan administered by SERS.  SERS provides 
retirement, disability and survivor benefits, annual cost-of-living adjustments, and death 
benefits to plan members and beneficiaries.  Authority to establish and amend benefits is 
provided by Ohio Revised Code Chapter 3309.  SERS issues a publicly available, stand-alone 
financial report that includes financial statements, required supplementary information and 
detailed information about SERS’ fiduciary net position.  That report can be obtained by visiting 
the SERS website at www.ohsers.org under Employers/Audit Resources.  
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9.      DEFINED BENEFIT PENSION PLANS (Continued) 
 

B.      Plan Description - School Employees Retirement System (SERS) (continued) 
 
 

Age and service requirements for retirement are as follows: 
 

 
 

Annual retirement benefits are calculated based on final average salary multiplied by a 
percentage that varies based on year of service; 2.2 percent for the first thirty years of service 
and 2.5 percent for years of service credit over 30.  Final average salary is the average of the 
highest three years of salary. 

 
One year after an effective benefit date, a benefit recipient is entitled to a three percent cost-
of-living adjustment (COLA).  This same COLA is added each year to the base benefit amount 
on the anniversary date of the benefit. 

  
Funding Policy – Plan members are required to contribute 10 percent of their annual covered 
salary and the School is required to contribute 14 percent of annual covered payroll.  The 
contribution requirements of plan members and employers are established and may be 
amended by the SERS’ Retirement Board up to statutory maximum amounts of 10 percent for 
plan members and 14 percent for employers.  The Retirement Board, acting with the advice of 
the actuary, allocates the employer contribution rate among four of the System’s funds 
(Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care Fund).  For the 
fiscal year ended June 30, 2017, the allocation to pension, death benefits, and Medicare B was 
14 percent.  SERS did not allocate any employer contributions to the Health Care Fund for 
fiscal year 2017. 

 
The School’s contractually required contribution to SERS was $33,869 for fiscal year 2017.     

 
C.      Plan Description - State Teachers Retirement System (STRS) 

 
Plan Description – School licensed teachers and other faculty members participate in STRS 
Ohio, a cost-sharing multiple-employer public employee retirement system administered by 
STRS.  STRS provides retirement and disability benefits to members and death and survivor 
benefits to beneficiaries.  STRS issues a stand-alone financial report that includes financial 
statements, required supplementary information and detailed information about STRS’ 
fiduciary net position.  That report can be obtained by writing to STRS, 275 E. Broad St., 
Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the STRS Web site at 
www.strsoh.org. 
 

 
  

Eligible to Retire on or before Eligible to Retire on or after
August 1, 2017* August 1, 2017 

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
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9.      DEFINED BENEFIT PENSION PLANS (Continued) 
 
C.      Plan Description - State Teachers Retirement System (STRS) (continued) 

 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code 
Chapter 3307.  The DB plan offers an annual retirement allowance based on final average 
salary multiplied by a percentage that varies based on years of service.  Effective August 1, 
2015, the calculation was 2.2 percent of final average salary for the five highest years of 
earnings multiplied by all years of service. Members are eligible to retire at age 60 with five 
years of qualifying service credit, or at age 55 with 26 years of service, or 31 years of service 
regardless of age.  Eligibility changes will be phased in until August 1, 2026, when retirement 
eligibility for unreduced benefits will be five years of service credit and age 65, or 35 years of 
service credit and at least age 60. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 
percent employer contributions into an investment account.  Investment allocation decisions 
are determined by the member.  The remaining 4.5 percent of the 14 percent employer rate is 
allocated to the defined benefit unfunded liability.  A member is eligible to receive a retirement 
benefit at age 50 and termination of employment.  The member may elect to receive a lifetime 
monthly annuity or a lump sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined 
Plan, 12 percent of the 14 percent member rate goes to the DC Plan and the remaining 2 
percent is applied to the DB Plan. Member contributions to the DC Plan are allocated among 
investment choices by the member, and contributions to the DB Plan from the employer and 
the member are used to fund the defined benefit payment at a reduced level from the regular 
DB Plan. The defined benefit portion of the Combined Plan payment is payable to a member 
on or after age 60 with five years of service. The defined contribution portion of the account 
may be taken as a lump sum payment or converted to a lifetime monthly annuity after 
termination of employment at age 50 or later. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to 
reselect a permanent plan during their fifth year of membership.  Members may remain in the 
same plan or transfer to another STRS plan.  The optional annuitization of a member’s defined 
contribution account or the defined contribution portion of a member’s Combined Plan account 
to a lifetime benefit results in STRS bearing the risk of investment gain or loss on the account.  
STRS has therefore included all three plan options as one defined benefit plan for GASB 68 
reporting purposes. 
 
A DB or Combined Plan member with five or more years of credited service who is determined 
to be disabled may qualify for a disability benefit.  Eligible survivors of members who die before 
service retirement may qualify for monthly benefits.  New members on or after July 1, 2013, 
must have at least ten years of qualifying service credit to apply for disability benefits.  Members 
in the DC Plan who become disabled are entitled only to their account balance.  If a member 
of the DC Plan dies before retirement benefits begin, the member’s designated beneficiary is 
entitled to receive the member’s account balance.  
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9.      DEFINED BENEFIT PENSION PLANS (Continued) 
 
C.      Plan Description - State Teachers Retirement System (STRS) (continued) 

 
Funding Policy – Employer and member contribution rates are established by the State 
Teachers Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the 
fiscal year ended June 30, 2017, plan members were required to contribute 14 percent of their 
annual covered salary. The School was required to contribute 14 percent; the entire 14 percent 
was the portion used to fund pension obligations.  The fiscal year 2017 contribution rates were 
equal to the statutory maximum rates. 

 
The School’s contractually required contribution to STRS was $78,171 for fiscal year 2017.   

 
D.  Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and             

Deferred Inflows of Resources Related to Pensions  
 

The net pension liability was measured as of June 30, 2016, and the total pension liability used 
to calculate the net pension liability was determined by an actuarial valuation as of that date. 
The School's proportion of the net pension liability was based on the School's share of 
contributions to the pension plan relative to the contributions of all participating entities.  
Following is information related to the proportionate share and pension expense: 

  

 
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension 
liability due to the difference between projected and actual investment earnings, differences 
between expected and actual actuarial experience, changes in assumptions and changes in 
the School’s proportion of the collective net pension liability. The deferred outflows and deferred 
inflows are to be included in pension expense over current and future periods. The difference 
between projected and actual investment earnings is recognized in pension expense using a 
straight line method over a five year period beginning in the current year. Deferred outflows 
and deferred inflows resulting from changes in sources other than differences between 
projected and actual investment earnings are amortized over the average expected remaining 
service lives of all members (both active and inactive) using the straight line method. Employer 
contributions to the pension plan subsequent to the measurement date are also required to be 
reported as a deferred outflow of resources.  

 
At June 30, 2017, the School reported deferred outflows of resources and deferred inflows of 
resources related to pensions from the following sources:  

  

STRS SERS Total
Proportionate Share of the Net 
  Pension Liability 2,318,241$          457,391$            2,775,632$         
Proportion of the Net Pension Liability:

Current Measurement Date 0.00692570% 0.00624930%
Prior Measurement Date 0.00805572% 0.00932110%

Change in Proportionate Share -0.00113002% -0.00307180%

Pension Expense 130,524$             (9,729)$              120,795$           
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9.      DEFINED BENEFIT PENSION PLANS (Continued) 
 

D.  Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and             
Deferred Inflows of Resources Related to Pensions (continued) 

 
 

 
 

$112,040 reported as deferred outflows of resources related to pension resulting from School 
contributions subsequent to the measurement date will be recognized as a reduction of the net 
pension liability in the fiscal year ending June 30, 2018.  Other amounts reported as deferred 
outflows of resources and deferred inflows of resources related to pension will be recognized 
in pension expense as follows:  

 

 
 
E.      Actuarial Assumptions – SERS 
 

SERS’ total pension liability was determined by their actuaries in accordance with GASB 
Statement No. 67, as part of their annual actuarial valuation for each defined benefit retirement 
plan.  Actuarial valuations of an ongoing plan involve estimates of the value of reported 
amounts (e.g., salaries, credited service) and assumptions about the probability of occurrence 
of events far into the future (e.g., mortality, disabilities, retirements, employment termination).   

  

STRS SERS Total
Deferred Outflows of Resources
Differences between Expected and 
  Actual Experience 93,670$               6,168$               99,838$             
Net Difference between Projected and 
  Actual Earnings on Pension Plan Investments 192,477 37,728 230,205
Changes of Assumptions 0 30,533 30,533

Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 46,222 0 46,222
School Contributions Subsequent to the 
  Measurement Date 78,171 33,869 112,040

Total Deferred Outflows of Resources 410,540$             108,298$            518,838$           

Deferred Inflows of Resources

Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 252,632$             143,327$            395,959$           

STRS SERS Total
Fiscal Year Ending June 30:

2018 (2,446)$               (35,619)$            (38,065)$            
2019 (2,444) (35,647) (38,091)
2020 71,415 (8,478) 62,937
2021 13,212 10,846 24,058

79,737$               (68,898)$            10,839$             
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9.      DEFINED BENEFIT PENSION PLANS (Continued) 
 

E.      Actuarial Assumptions – SERS (continued) 
 
Actuarially determined amounts are subject to continual review and potential modifications, as 
actual results are compared with past expectations and new estimates are made about the 
future. 

 
Projections of benefits for financial reporting purposes are based on the substantive plan (the 
plan as understood by the employers and plan members) and include the types of benefits 
provided at the time of each valuation and the historical pattern of sharing benefit costs 
between the employers and plan members to that point.  The projection of benefits for financial 
reporting purposes does not explicitly incorporate the potential effects of legal or contractual 
funding limitations.   

 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial 
calculations will take into account the employee’s entire career with the employer and also take 
into consideration the benefits, if any, paid to the employee after termination of employment 
until the death of the employee and any applicable contingent annuitant.  In many cases 
actuarial calculations reflect several decades of service with the employer and the payment of 
benefits after termination. 

 
Key methods and assumptions used in calculating the total pension liability in the latest 
actuarial valuation, prepared as of June 30, 2016, are presented below: 

 
 

 
 

Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality 
Table with fully generational projection and a five year age set-back for both males and 
females.  Mortality among service retired members and beneficiaries were based upon the RP-
2014 Blue Collar Mortality Table with fully generational projection with Scale BB, 120 percent 
of male rates and 110 percent of female rates.  Mortality among disabled members were based 
upon the RP-2000 Disabled Mortality Table, 90 percent for male rates and 100 percent for 
female rates, set back five years is used for the period after disability retirement.  
 
The actuarial assumptions used in the June 30, 2016 valuation were based on the results of 
an actuarial experience study for the period ending July 1, 2010 to June 30, 2015.  The 
assumed rate of inflation, payroll growth assumption and assumed real wage growth were 
reduced in the June 30, 2016 actuarial valuation.  The rates of withdrawal, retirement and 
disability updated to reflect recent experience and mortality rates were also updated. 
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9.      DEFINED BENEFIT PENSION PLANS (Continued) 
 

E.      Actuarial Assumptions – SERS (continued) 
 
The long-term return expectation for the Pension Plan Investments has been determined by 
using a building-block approach and assumes a time horizon, as defined in SERS’ Statement 
of Investment Policy.  A forecasted rate of inflation serves as the baseline for the return 
expectation.  Various real return premiums over the baseline inflation rate have been 
established for each asset class.  The long-term expected nominal rate of return has been 
determined by calculating an arithmetic weighted average of the expected real return premiums 
for each asset class, adding the projected inflation rate, and adding the expected return from 
rebalancing uncorrelated asset classes. The target allocation and best estimates of arithmetic 
real rates of return for each major assets class are summarized in the following table: 

 
     

F.      Discount Rate  
 

The total pension liability was calculated using the discount rate of 7.50 percent.  The projection 
of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated 
by State statute.  Projected inflows from investment earning were calculated using the long-
term assumed investment rate of return (7.50 percent).  Based on those assumptions, the 
plan’s fiduciary net position was projected to be available to make all future benefit payments 
of current plan members.  Therefore, the long-term expected rate of return on pension plan 
investments was applied to all periods of projected benefits to determine the total pension 
liability.   
 

 G.   Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes 
in the Discount Rate  

 
Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential 
impact the following table presents the net pension liability calculated using the discount rate 
of 7.50 percent, as well as what each plan’s net pension liability would be if it were calculated 
using a discount rate that is one percentage point lower (6.50 percent), or one percentage point 
higher (8.50 percent) than the current rate.   

 
  

1% Decrease
(6.50%)

Current 
Discount Rate

(7.50%)
1% Increase 

(8.50%)
School's Proportionate Share
  of the Net Pension Liability 605,557$             457,391$            333,370$           
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9.      DEFINED BENEFIT PENSION PLANS (Continued) 
 
H.      Actuarial Assumptions - STRS 

 
The total pension liability in the June 30, 2016, actuarial valuation was determined using the 
following actuarial assumptions, applied to all periods included in the measurement:  

 

 
Mortality rates were based on the RP-2000 Combined Mortality Table (Projection 2022—Scale 
AA) for Males and Females.  Males’ ages are set-back two years through age 89 and no set-
back for age 90 and above.  Females younger than age 80 are set back four years, one year 
set back from age 80 through 89 and not set back from age 90 and above.   

 
Actuarial assumptions used in the June 30, 2016, valuation are based on the results of an 
actuarial experience study, effective July 1, 2012.  
 
STRS’ investment consultant develops an estimate range for the investment return assumption 
based on the target allocation adopted by the Retirement Board. The target allocation and long-
term expected rate of return for each major asset class are summarized as follows:  

  
*10-year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.50 percent and does not include investment expenses. The total fund long-term expected return 
reflects diversification among the asset classes and therefore is not a weighted average return of the 
individual asset classes.  
 

  

Asset Class

Domestic Equity 31.00 % 8.00 %
International Equity 26.00 7.85
Alternatives 14.00 8.00
Fixed Income 18.00 3.75
Real Estate 10.00 6.75
Liquidity Reserves 1.00 3.00

100.00 %

Allocation Real Rate of Return
Target Long Term Expected
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9.      DEFINED BENEFIT PENSION PLANS (Continued) 
 
I.   Discount Rate  

 
The discount rate used to measure the total pension liability was 7.75 percent as of June 30, 2016. 
The projection of cash flows used to determine the discount rate assumes member and employer 
contributions will be made at the statutory contribution rates in accordance with rate increases 
described above. For this purpose, only employer contributions that are intended to fund benefits 
of current plan members and their beneficiaries are included.  Projected employer contributions 
that are intended to fund the service costs of future plan members and their beneficiaries, as well 
as projected contributions from future plan members, are not included.  Based on those 
assumptions, STRS’ fiduciary net position was projected to be available to make all projected 
future benefit payments to current plan members as of June 30, 2016.  Therefore, the long-term 
expected rate of return on pension plan investments of 7.75 percent was applied to all periods of 
projected benefit payment to determine the total pension liability as of June 30, 2016. 

 
J.       Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes 
        in the Discount Rate 

 
The following table presents the School's proportionate share of the net pension liability 
calculated using the current period discount rate assumption of 7.75 percent, as well as what 
the School's proportionate share of the net pension liability would be if it were calculated using 
a discount rate that is one-percentage-point lower (6.75 percent) or one-percentage-point 
higher (8.75 percent) than the current rate:  

 

 
 

Changes Between Measurement Date and Report Date  In March 2017, the STRS Board 
adopted certain assumption changes which will impact their annual actuarial valuation 
prepared as of June 30, 2017.  The most significant change is a reduction in the discount rate 
from 7.75 percent to 7.45 percent.  In April 2017, the STRS Board voted to suspend cost of 
living adjustments granted on or after July 1, 2017.  Although the exact amount of these 
changes is not known, the overall decrease to School’s net pension liability is expected to be 
significant.   

 
10.    POSTEMPLOYEMENT BENEFITS 
 

A.      School Employees Retirement System 
 

Health Care Plan Description - The School contributes to the SERS Health Care Fund, 
administered by SERS for non-certificated retirees and their beneficiaries.  For GASB 45 
purposes, this plan is considered a cost-sharing, multiple-employer, defined benefit other 
postemployment benefit (OPEB) plan.  The Health Care Plan includes hospitalization and 
physicians’ fees through several types of plans including HMO’s, PPO’s, Medicare Advantage, 
and traditional indemnity plans as well as a prescription drug program. The financial report of 
the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 

  

1% Decrease
(6.75%)

Current 
Discount Rate

(7.75%)
1% Increase 

(8.75%)
School's Proportionate Share
  of the Net Pension Liability 3,080,753$          2,318,241$         1,675,016$         
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10.    POSTEMPLOYEMENT BENEFITS (continued) 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 
3309 of the Ohio Revised Code. The Health Care Fund was established and is administered 
in accordance with Internal Revenue Code Section 105(e). SERS’ Retirement Board reserves 
the right to change or discontinue any health plan or program. Health care is financed through 
a combination of employer contributions and retiree premiums, copays and deductibles on 
covered health care expenses, investment returns, and any funds received as a result of SERS’ 
participation in Medicare programs. Active employee members do not contribute to the Health 
Care Plan.  Retirees and their beneficiaries are required to pay a health care premium that 
varies depending on the plan selected, the  number of qualified years of service, Medicare 
eligibility and retirement status. 
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required basic benefits, the 
Retirement Board allocates the remainder of the employer contribution of 14 percent of covered 
payroll to the Health Care Fund. For fiscal year 2017, SERS did not allocate any employer 
contributions to the Health Care fund.   In addition, employers pay a surcharge for employees 
earning less than an actuarially determined minimum compensation amount, pro-rated 
according to service credit earned. For fiscal year 2017, this amount was $23,500.  Statutes 
provide that no employer shall pay a health care surcharge greater than 2 percent of that 
employer’s SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent 
of the total statewide SERS-covered payroll for the health care surcharge. For fiscal year 2017, 
the School’s surcharge obligation was $3,463. 
 
For fiscal years 2016 and 2017, SERS did not allocate employer contributions to the Health 
Care fund.  The School’s contributions for health care for the fiscal year ended June 30, 2015, 
was $9,725.  The full amount has been contributed for fiscal year 2015. 
 

B.      State Teachers Retirement System 
 

Plan Description – The School participates in the cost-sharing multiple-employer defined 
benefit Health Plan administered by the State Teachers Retirement System of Ohio (STRS) for 
eligible retirees who participated in the defined benefit or combined pension plans offered by 
STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, 
physicians’ fees, prescription drugs and reimbursement of monthly Medicare Part B premiums.  
The Plan is included in the report of STRS which can be obtained by visiting www.strsoh.org 
or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS Ohio to offer the Plan 
and gives the Retirement Board authority over how much, if any, of the health care costs will 
be absorbed by STRS.  Active employee members do not contribute to the Health Care Plan.  
All benefit recipients, for the most recent year, pay a monthly premium.  Under Ohio law, 
funding for post-employment health care may be deducted from employer contributions.  For 
fiscal years 2017, 2016 and 2015, STRS did not allocate any employer contributions to post-
employment health care; therefore, the School did not contribute to health care in the last three 
fiscal years. 
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11.  CONTINGENCIES  
 

A.  Grants  
 

Amounts received from grantor agencies are subject to audit and adjustment by the grantor. Any 
disallowed costs may require refunding to the grantor. Amounts which may be disallowed, if any, are 
not presently determinable. However, in the opinion of the School, any such adjustments will not have 
a material adverse effect on the financial position of the School.  
 
B.  Full Time Equivalency 
  
School foundation funding is based on the annualized full-time equivalent (FTE) enrollment of each 
student. However, there is an important nexus between attendance and enrollment for Foundation 
funding purposes. Community schools must provide documentation that clearly demonstrates 
students have participated in learning opportunities. The Ohio Department of Education (ODE) is 
legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end. 

Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the 
fiscal year end that may result in an additional adjustment to the enrollment information as well as 
claw backs of Foundation funding due to a lack of evidence to support student participation and other 
matters of noncompliance. ODE did not perform such a review on the School for fiscal year 2017.  

As of the date of this report, all ODE adjustments through fiscal year 2017 have been completed. 

In addition, the School’s contracts with their Sponsor and Management Company require payment 
based on revenues received from the State. As discussed above, all ODE adjustments through fiscal 
year 2017 have been completed. A reconciliation between payments previously made and the FTE 
adjustments has taken place with these contracts. 
  
C. Litigation 

 
The School is not a party to legal proceedings that, in the opinion of management, would have a 
material adverse effect on the financial statements.  

 
12.     FEDERAL TAX STATUS  
 

The School was approved under § 501(c)(3) of the Internal Revenue Code as a tax exempt 
organization.  
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13.  SPONSORSHIP FEES 
 
 The School contracted with Saint Aloysius Orphanage (SAO), its sponsor effective July 1, 2005.  The 

school renewed its contract effective July 1, 2015 through June 30, 2017.  The School pays the 
Sponsor three percent of the State Aid.  Total fees for fiscal year 2017 were $72,360.  In June 2017, 
the School and the Sponsor signed a new agreement for a term of three (3) years through June 30, 
2020. The school may terminate the agreement by sending notice 180 days prior to June 30. The 
Sponsor can terminate by sending notice by February 1st of the termination year. 

 
14.    CHANGE IN ACCOUNTING PRINCIPLES 
 

For fiscal year 2017, the School implemented GASB Statement No. 77 “Tax Abatement Disclosures” 
which improves disclosure of tax abatement information, such as how the tax abatements affect their 
financial statements and operations and the government’s ability to raise resources in the future, by 
reporting (1) the government’s own tax abatement agreements; and (2) those that are entered into by 
other governments and that reduce the reporting government’s tax revenues. The implementation of 
this statement did not have an effect on the financial statements of the School. 
 
For fiscal year 2017, the School implemented GASB Statement No. 78 “Pensions Provided Through 
Certain Multiple-Employer Defined Benefit Pension Plans” which amends the scope and applicability 
of GASB Statement No. 68 to exclude pensions provided to employees of state or local governmental 
employers through a cost-sharing multiple-employer defined benefit pension plan that (1) is not a state 
or local governmental pension plan, (2) is used to provide defined benefit pensions both to employees 
of state or local governmental employers and to employees of employers that are not state or local 
governmental employers, and (3) has no predominant state or local governmental employer. The 
implementation of this statement did not have an effect on the financial statements of the School. 
 
For fiscal year 2017, the School implemented GASB Statement No. 80 “Blending Requirements for 
Certain Component Units – An Amendment of GASB Statement No. 14” which amends the blending 
requirements for the financial statement presentation of component units of all state and local 
governments to enhance the comparability of financial statements among governments. The 
implementation of this statement did not have an effect on the financial statements of the School. 
 
For fiscal year 2017, the School implemented GASB Statement No. 82 “Pension Issues – An 
Amendment of GASB Statements No. 67, 68, and 73” which addresses issues regarding (1) the 
presentation of payroll related measures in required supplementary information, (2) the selection of 
assumptions and the treatment of deviations from the guidance in an Actuarial Standard of Practice 
for financial reporting purposes, and (3) the classification of payments made by employers to satisfy 
plan member contribution requirements. The implementation of this statement did not have an effect 
on the financial statements of the School. 
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January 31, 2018 
 
To the Board of Directors 
Hope Academy Northcoast Campus 
Cuyahoga County, Ohio 
4310 East 71st Street 
Cleveland, OH 44105 
 

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 
and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards  
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the Hope Academy 
Northcoast Campus, Cuyahoga County, Ohio (the School) as of and for the year ended June 30, 2017, and 
the related notes to the financial statements, which collectively comprise the School’s basic financial 
statements, and have issued our report thereon dated January 31, 2018. 
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School's internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate in 
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the School’s internal control. Accordingly, we 
do not express an opinion on the effectiveness of the School’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with 
governance.  
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified.  
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Page 2 of 2 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 
results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards.  
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose.  
 

    
                Cambridge, Ohio   
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Board of Directors 
HOPE Academy Northwest Campus 
1441 West 116st Street 
Cleveland, Ohio 44102 
 
 
We have reviewed the Independent Auditor’s Report of the HOPE Academy Northwest Campus, 
Cuyahoga County, prepared by Rea & Associates, Inc., for the audit period July 1, 2018 through 
June 30, 2019.  Based upon this review, we have accepted these reports in lieu of the audit 
required by Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying 
financial statements and, accordingly, we are unable to express, and do not express an opinion on 
them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The HOPE Academy Northwest Campus is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
January 31, 2020  
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December 15, 2019 
 
To the Board of Directors 
HOPE Academy Northwest Campus 
Cuyahoga County, Ohio 
1441 West 116th Street 
Cleveland, Ohio 44102 
 

Independent Auditor's Report 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the HOPE Academy Northwest Campus, 
Cuyahoga County, Ohio, (the “School”) as of and for the year ended June 30, 2019, and the related notes 
to the financial statements, which collectively comprise the School’s basic financial statements as listed in 
the table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the School’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the School’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating 
the appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
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Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the School, as of June 30, 2019, and the changes in its financial position and its cash 
flows for the year then ended in accordance with accounting principles generally accepted in the United 
States of America. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the School’s Proportionate Share of the Net Pension Liability, 
Schedule of the School’s Contributions-Pension, Schedule of the School’s Proportionate Share of the Net 
OPEB Liability/(Asset), and Schedule of the School’s Contributions-OPEB as listed in the table of 
contents be presented to supplement the basic financial statements. Such information, although not a part 
of the basic financial statements, is required by the Governmental Accounting Standards Board who 
considers it to be an essential part of financial reporting for placing the basic financial statements in an 
appropriate operational, economic, or historical context. We have applied certain limited procedures to 
the required supplementary information in accordance with auditing standards generally accepted in the 
United States of America, which consisted of inquiries of management about the methods of preparing the 
information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic 
financial statements. We do not express an opinion or provide any assurance on the information because 
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance. 
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated December 15, 
2019 on our consideration of the School’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the School’s internal control over financial reporting or on compliance. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards in considering the 
School’s internal control over financial reporting and compliance. 

 
       Medina, Ohio 
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The discussion and analysis of HOPE Academy Northwest Campus’ (the School) financial performance 
provides an overall review of the School’s financial activities for the fiscal year ended June 30, 2019.  
The intent of this discussion and analysis is to look at the School’s financial performance as a whole; 
readers should also review the financial statements and the notes to the financial statements to enhance 
their understanding of the School’s financial performance.  
 
The Management’s Discussion and Analysis (MD&A) is an element of the reporting model adopted by 
the Governmental Accounting Standards Board (GASB) in their Statement No. 34 Basic Financial 
Statements – and Management’s Discussion and Analysis – for State and Local Governments issued 
June 1999.  Certain comparative information between the current year and the prior year is required to be 
presented in the MD&A.   
 
Financial Highlights 
 

• In total, Net Position increased $564,241, which represents a 27 percent increase from 2018.  
 
• Total assets increased $122,430 during 2019. 

  
• Total liabilities decreased $450,344 during 2019. 

 
• Operating revenues deceased by $100,776 and operating expenses increased by $445,868.  

 
The net pension liability (NPL) is the largest single liability reported by the School at June 30, 2019, and 
is reported pursuant to GASB Statement 68, Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27.   In a prior period, the School also adopted GASB Statement 75, 
Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions.  For reasons 
discussed below, many end users of this financial statement will gain a clearer understanding of the 
School’s actual financial condition by adding deferred inflows related to pension and OPEB, the net 
pension liability and the net OPEB liability to the reported net position and subtracting deferred outflows 
related to pension and OPEB and the net OPEB asset. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension/OPEB liability.  GASB 68 and GASB 75 take an 
earnings approach to pension and OPEB accounting; however, the nature of Ohio’s statewide 
pension/OPEB plans and state law governing those systems requires additional explanation in order to 
properly understand the information presented in these statements. 

 
GASB 68 and GASB 75 require the net pension liability and the net OPEB asset/liability to equal the 
School’s proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service.  

2 Minus plan assets available to pay these benefits. 
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GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, 
benefits, and the promise of a future pension and other postemployment benefits.  GASB noted that the 
unfunded portion of this promise is a present obligation of the government, part of a bargained-for benefit 
to the employee, and should accordingly be reported by the government as a liability since they received 
the benefit of the exchange.  However, the School is not responsible for certain key factors affecting the 
balance of these assets/liabilities.  In Ohio, the employee shares the obligation of funding pension benefits 
with the employer.  Both employer and employee contribution rates are capped by State statute.  A 
change in these caps requires action of both Houses of the General Assembly and approval of the 
Governor.  Benefit provisions are also determined by State statute.  The Ohio revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients.  The retirement 
systems may allocate a portion of the employer contributions to provide for these OPEB benefits. 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a 
specific, legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension/OPEB plan as against the public employer.  State law 
operates to mitigate/lessen the moral obligation of the public employer to the employee, because all 
parties enter the employment exchange with notice as to the law.  For STRS, the plan’s fiduciary net 
OPEB position was sufficient to cover the plan’s total OPEB liability resulting in a net OPEB asset for 
fiscal year 2019 that is allocated to each school based on its proportionate share. The retirement system is 
responsible for the administration of the pension and OPEB plans.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability reported by the retirement boards. As 
explained above, changes in benefits, contribution rates, and return on investments affect the balance of 
these liabilities, but are outside the control of the local government.  In the event that contributions, 
investment returns, and other changes are insufficient to keep up with required payments, State statute 
does not assign/identify the responsible party for the unfunded portion.  Due to the unique nature of how 
the net pension liability and the net OPEB liability are satisfied, these liabilities are separately identified 
within the long-term liability section of the statement of net position. 
 
In accordance with GASB 68 and GASB 75, the School’s statements include an annual pension expense 
and an annual OPEB expense for their proportionate share of each plan’s change in net pension liability 
and net OPEB asset/liability, respectively, not accounted for as deferred inflows/outflows.  
 
Using this Financial Report 
 
This report consists of required supplementary information, financial statements, and notes to the 
financial statements and notes to the required supplementary information. The financial statements 
include a Statement of Net Position, a Statement of Revenues, Expenses and Changes in Net Position, and 
a Statement of Cash Flows. 
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Statement of Net Position 
 
The Statement of Net Position answers the question of how well the School performed financially during 
fiscal year 2019. This statement includes all assets, deferred outflows of resources, liabilities, deferred 
inflows of resources, and net position, both financial and capital, and current and long-term, using the 
accrual basis of accounting, which is the accounting used by most private-sector companies. This basis of 
accounting takes into account all revenues and expenses during the year, regardless of when the cash is 
received or expended.  
 
Table 1 provides a summary of the School’s Net Position for fiscal year 2019 and fiscal year 2018. 
 

2019 2018 Change
Assets
Current Assets 407,027$       388,098$       18,929$         
Net OPEB Asset 103,501 0 103,501
Total Assets 510,528 388,098 122,430

Deferred Outflows 434,791 540,861 (106,070)

Liabilities
Current Liabilities 77,496 58,389 19,107
Long Term Liabilities 1,597,087 2,066,538 (469,451)
Total Liabilities 1,674,583 2,124,927 (450,344)

Deferred Inflows 822,987 920,524 (97,537)

Net Position
Unrestricted (1,552,251) (2,116,492) 564,241
Total Net Position (1,552,251)$   (2,116,492)$    564,241$       

(Table 1)
Statement of Net Position

 
There was a significant change in net pension/OPEB liability/asset for the School.  These fluctuations are 
due to changes in the actuarial liabilities/assets and related accruals that are passed through to the 
School’s financial statements  All components of pension and OPEB accruals contribute to the 
fluctuations in deferred outflows/inflows and NPL/NOL/NOA and are described in more detail in their 
respective notes. 
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Statement of Revenues, Expenses, and Changes in Net Position 
 
Table 2 shows the changes in Net Position for fiscal years 2019 and 2018, as well as a listing of revenues 
and expenses.  

 

2019 2018 Change

Operating Revenue 1,898,212$     1,998,988$     (100,776)$      
Non-Operating Revenue 553,743 545,682 8,061
Total Revenue 2,451,955 2,544,670 (92,715)

Operating Expenses 1,887,714 1,441,846 445,868

Change In Net Position 564,241$       1,102,824$     (538,583)$      

(Table 2)
Change in Net Position

 
The School’s operating and non-operating revenues were based on the School’s full-time enrollment 
(FTE) and the School’s federal grant funding received thoughout the year. The School’s operating 
revenues and expenses typically correlate to one another based on student enrollment, which decreased 
from fiscal year 2018; however, the increase in operating expenses compared to the decrease in operating 
revenues (as a result of a decline in enrollment) is a result of an increase in the Pension/OPEB expense.  
The School’s most significant expenses, “Purchased Services: Management Fees” are a result of the 
management agreement in place between the School and WHLS of Ohio, LLC. The agreement provides 
that specific percentages of the revenues received by the School will be paid to WHLS of Ohio, LLC to 
fund operations (see notes to the financial statements, note 8). 
 
The changes in Pension and OPEB are primarily associated to changes in the School’s proportionate share 
of the net pension liability, net OPEB liability/asset and related accruals. As previously indicated, these 
items are explained in detail within their respective notes. 
 
Capital Assets  
 
For the year ended June 30, 2019, all assets had been fully depreciated in a prior fiscal year. See Note 6 
for further information. 
 
Current Financial Issues 
 
The HOPE Academy Northwest Campus received revenue for 221 students in 2019 compared to 235 
students in 2018.  State law governing community schools allows for the School to have open enrollment 
across traditional school district boundaries.   
 
The School receives its support almost entirely from state aid.  Per pupil revenue from state aid for the 
School averaged $8,589 in fiscal year 2019. The School receives additional revenues from grant 
subsidies. 
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Although there is a possibility that state aid will be cut in future years due to the economic climate, the 
School feels that the relationship with the management company will insulate them from any significant 
change.  The relationship brings stability to the School since specific percentages of revenues are payable 
to the management company (see notes to the financial statements, note 8). 
   
Contacting the School’s Financial Management 
 
This financial report is designed to provide our readers with a general overview of the School’s finances 
and to show the School’s accountability for the money it receives.  If you have questions about this report 
or need additional information, contact the Fiscal Officer for the HOPE Academy Northwest Campus, 
3200 West Market Street, Suite 300, Akron, Ohio 44333. 
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ASSETS

Current Assets
Cash And Cash Equivalents 326,456$                     
Grant Funding Receivable 75,822
Prepaid Insurance 4,749
Total Current Assets 407,027

Noncurrent Assets
Net OPEB Asset 103,501
Total Noncurrent Assets 103,501

Total Assets 510,528

DEFERRED OUTFLOWS OF RESOURCES
Pension 420,430
OPEB 14,361
Total Deferred Outflows of Resources 434,791

LIABILITIES

Current Liabilities
Accounts Payable 1,674
Grant Funding Payable 75,822
Total Current Liabilities 77,496

Long Term Liabilities
Net Pension Liability 1,539,313
Net OPEB Liability 57,774
Total Long Term Liabilities 1,597,087

Total Liabilities 1,674,583

DEFERRED INFLOWS OF RESOURCES
Pension 582,932
OPEB 240,055
Total Deferred Inflows of Resources 822,987

NET POSITION
Unrestricted Net Position (1,552,251)
Total Net Position (1,552,251)$                

Hope Academy Northwest Campus

Statement of Net Position
June 30, 2019

Cuyahoga County, Ohio

8
See accompanying notes to the basic financial statements.
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OPERATING REVENUES

State Basic Aid 1,843,248$                  
Facilities Aid 43,209
Casino Revenue 11,755

Total Operating Revenues 1,898,212

OPERATING EXPENSES

Purchased Services: Management Fees 1,782,701
Purchased Services: Federal Grants 524,527
Purchased Services: State Grants 5,238
Sponsorship Fees 55,125
Pension & OPEB (564,419)
Board of Education 28,198
Legal 20,499
Accounting & Auditing 27,384
Other Expenses 8,461

Total Operating Expenses 1,887,714

Operating Income (Loss) 10,498

NON-OPERATING REVENUES

Federal and State Grants 529,765
Miscellaneous Revenue 17,940
Interest 6,038

Total Non-Operating Revenues 553,743

Change in Net Position 564,241

Net Position Beginning of Year (2,116,492)

Net Position End of Year (1,552,251)$                

Hope Academy Northwest Campus

Statement of Revenues, Expenses, and Changes in Net Position
For the Fiscal Year Ended June 30, 2019

Cuyahoga County, Ohio

9
See accompanying notes to the basic financial statements.
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INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH FLOWS FROM OPERATING ACTIVITIES

Cash Received From State Aid 1,898,212$                   
Cash Payments To Management Company (2,327,648)
Cash Payments to Sponsor (55,125)
Other Cash Payments (82,538)

                                       
Net Cash Used For Operating Activities (567,099)

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Cash Received From Grant Programs 529,765
Cash Received From Miscellaneous Revenue 17,940

Net Cash Received From Noncapital Financing Activities 547,705

CASH FLOWS FROM INVESTING ACTIVITIES

Cash Received From Interest 6,038

Net Decrease in Cash and Cash Equivalents (13,356)

Cash and Cash Equivalents at Beginning of Year 339,812
                                       

Cash and Cash Equivalents at End of Year 326,456$                      
                                       

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH
USED FOR OPERATING ACTIVITIES

Operating Income (Loss) 10,498$                        

ADJUSTMENTS TO RECONCILE OPERATING INCOME (LOSS) TO NET
CASH USED FOR OPERATING ACTIVITIES

Changes in Assets, Liabilities, and Deferred Outflows/Inflows:
Prepaids 2,004
Deferred Outflows of Resources 106,070
Deferred Inflows of Resources (97,537)
Net OPEB Asset (103,501)
Net Pension/OPEB Liability (469,451)
Accounts Payable (15,182)

                                       
Total Adjustments (577,597)

                                       
Net Cash Used For Operating Activities (567,099)$                     

For the Fiscal Year Ended June 30, 2019

Hope Academy Northwest Campus

Statement of Cash Flows
Cuyahoga County, Ohio

10
See accompanying notes to the basic financial statements.
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NOTE 1 - DESCRIPTION OF THE SCHOOL AND REPORTING ENTITY 
 

HOPE Academy Northwest Campus (the School) is a federal tax exempt 501(c)(3) and state nonprofit 
corporation established pursuant to Ohio Rev. Code Chapters 3314 and 1702 to maintain and provide a 
school exclusively for any educational, literary, scientific and related teaching service. The School, which 
is part of the State’s education program, is independent of any school district.  The School may sue and be 
sued, acquire facilities as needed, and contract for any services necessary for the operation of the School.  
 
The School contracts with WHLS of Ohio, LLC for most of its functions (see Note 8).  WHLS of Ohio, 
LLC is under ownership of ACCEL Schools Ohio, LLC. 
 
The School was approved for operation under contract with the Ohio Council of Community Schools 
(Sponsor) for a period of five years from July 1, 2015 through June 30, 2019, which was extended for an 
additional five year period ending June 30, 2024.  The School operates under a self-appointing, five-
member Board of Directors (the Board).  The School’s Code of Regulations specify that vacancies that 
arise on the Board will be filled by the appointment of a successor director by a majority vote of the then 
existing directors. The Board is responsible for carrying out the provisions of the contract with the Sponsor, 
which include, but are not limited to, state-mandated provisions regarding student population, curriculum, 
academic goals, performance standards, admission standards, and qualifications of teachers. The School 
has one instructional/support facility, which is leased by WHLS of Ohio, LLC. The facility is staffed with 
teaching personnel employed by WHLS of Ohio, LLC, who provide services to 221 students. The Board 
also operates the Life Skills Center of North Akron in the city of Akron. 

 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The financial statements of the School have been prepared in conformity with generally accepted 
accounting principles as applied to governmental nonprofit organizations. The Governmental Accounting 
Standards Board (GASB) is the accepted standard-setting body for establishing governmental accounting 
and financial reporting principles. The more significant of the School’s accounting policies are described 
below. 
 
Basis of Presentation 

 
The School’s financial statements consist of a Statement of Net Position, a Statement of Revenues, 
Expenses and Changes in Net Position, and a Statement of Cash Flows. Enterprise fund reporting focuses 
on the determination of the change in Net Position, financial position and cash flows. 

 
Auditor of State of Ohio Bulletin No. 2000-005 requires the presentation of all financial activity to be 
reported within one enterprise fund for year-end reporting purposes. Enterprise accounting is used to 
account for operations that are financed and operated in a manner similar to private business enterprises 
where the intent is that the costs (expenses) of providing goods or services to the general public on a 
continuing basis be financed or recovered primarily through user charges. 
 
Measurement Focus and Basis of Accounting 

 
The accounting and financial reporting treatment applied to a fund is determined by its measurement focus.  
Enterprise accounting uses a flow of economic resources measurement focus.  With this measurement 
focus, all assets and deferred outflows of resources as well as all liabilities and deferred inflows of resources 
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are included on the Statement of Net Position. Operating statements present increases (i.e., revenues) and 
decreases (i.e., expenses) in Net Position. The accrual basis of accounting is utilized for reporting purposes. 
Revenues are recognized when they are earned, and expenses are recognized when they are incurred. 

 
Budgetary Process 

 
Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C).  However, unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter 5705, unless specifically provided in the contract between the School and its Sponsor. The contract 
between the School and its Sponsor does not require the School to follow the provisions Ohio Revised Code 
Chapter 5705; therefore, no budgetary information is presented in the basic financial statements.   

 
Cash and Cash Equivalents 

 
All cash received by the School is maintained in a demand deposit account and STAR Ohio. For purposes 
of the Statement of Cash Flows and for presentation on the Statement of Net Position, investments with an 
original maturity of three months or less at the time they are purchased are considered to be cash 
equivalents. 
 
During the year 2019, the School invested in STAR Ohio.  STAR Ohio (the State Treasury Asset Reserve 
of Ohio), is an investment pool managed by the State Treasurer’s Office which allows governments within 
the State to pool their funds for investment purposes.  STAR Ohio is not registered with the SEC as an 
investment company, but has adopted Governmental Accounting Standards Board (GASB), Statement No. 
79, Certain External Investment Pools and Pool Participants.  The School measures their investment in 
STAR Ohio at the net asset value (NAV) per share provided by STAR Ohio. The NAV per share is 
calculated on an amortized cost basis that provides an NAV per share that approximates fair value. 
 
For the fiscal year 2019, there were no limitations or restrictions on any participant withdrawals due to 
redemption notice periods, liquidity fees, or redemption gates.  However, notice must be given 24 hours in 
advance of all deposits and withdrawals exceeding $25 million. STAR Ohio reserves the right to limit the 
transaction to $100 million, requiring the excess amount to be transacted the following business day(s), but 
only to the $100 million limit. All accounts of the participant will be combined for these purposes. 
 
Intergovernmental Revenues 

 
The School currently participates in the State Foundation Program, Facilities Aid and casino tax 
distributions, which are reflected under “Operating revenues” on the Statement of Revenues, Expenses, and 
Changes in Net Position.  Revenues received from these programs are recognized as operating revenue in 
the accounting period in which all eligibility requirements have been met. 

 
Non-exchange transactions, in which the School receives value without directly giving equal value in 
return, include grants, entitlements, and contributions. Grants, entitlements, and contributions are 
recognized as non-operating revenues in the accounting period in which all eligibility requirements have 
been met. 
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Eligibility requirements include timing requirements, which specify the year when the resources are 
required to be used or the fiscal year when use is first permitted; matching requirements, in which the school 
must provide local resources to be used for a specified purpose; and expenditure requirements, in which the 
resources are provided to the School on a reimbursement basis.  

 
Capital Assets and Depreciation 

 
For purposes of recording capital assets, the Board has a capitalization threshold of $5,000.  

 
Depreciation is computed by the straight-line method over five years for “Equipment.” 
 
Aside from those mentioned above, the School has no other capital assets, as the School operates under a 
management agreement with WHLS of Ohio, LLC (see Note 8). 

 
Use of Estimates 

 
In preparing the financial statements, management is sometimes required to make estimates and 
assumptions that affect the reported amounts of assets and liabilities, the disclosure of contingent assets, 
deferred outflows of resources, liabilities and deferred inflows of resources at the date of the financial 
statements, and the reported amounts of revenues and expenses during the reporting period.  Actual results 
could differ from those estimates. 
 
Net Position 
 
Net Position represents the difference between assets and deferred outflows of resources, and liabilities and 
deferred inflows of resources. The School applies restricted resources first when an expense is incurred for 
purposes for which both restricted and unrestricted net position is available. 
 
Operating Revenues and Expenses 
 
Operating revenues are those revenues that are generated directly from the School’s primary activities. For 
the School, these revenues are primarily state aid payments. Operating expenses are necessary costs incurred 
to provide the goods and services that are the primary activities of the School. Revenues and expenses not 
meeting this definition are reported as non-operating. 

 
Pensions and Other Postemployment Benefits (OPEB) 
 
For purposes of measuring the net pension/OPEB asset/liability, deferred outflows of resources and 
deferred inflows of resources related to pension/OPEB, and pension/OPEB expense; information about the 
fiduciary net position of the pension/OPEB plans and additions to/deductions from their fiduciary net 
positon have been determined on the same basis as they are reported by the pension/OPEB plan.  For this 
purpose, benefit payments (including refunds of employee contributions) are recognized when due and 
payable in accordance with the benefit terms.  The pension/OPEB plans report investments at fair value. 
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Deferred Outflows/Inflows of Resources  
 
In addition to assets, the statements of financial position will sometimes report a separate section for 
deferred outflows of resources. Deferred outflows of resources represent a consumption of net position that 
applies to a future period and will not be recognized as an outflow of resources (expense/expenditure) until 
then. For the School, deferred outflows of resources are reported on the statement of net position for pension 
and OPEB. The deferred outflows of resources related to pension and OPEB plans are explained in Notes 
11 and 12. 
 
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. For the School, deferred inflows of resources include 
pension and OPEB, which are reported on the statement of net position. (See Notes 11 and 12). 
 
Prepaids 

 
Payments made to vendors for services that will benefit periods beyond June 30, 2019, are recorded as 
prepaid items using the consumption method. A current asset for the prepaid amount is recorded at the time 
of purchase and an expenditure/expense is reported in the year which services are consumed.  
 
NOTE 3 – IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES 
 
For the fiscal year ended June 30, 2019, the School has implemented Governmental Accounting Standards 
Board (GASB) Statement No. 83, Certain Asset Retirement Obligations and GASB Statement No. 88, 
Certain Disclosures Related to Debt, including Direct Borrowings and Direct Placements. 
 
GASB Statement No. 83 establishes criteria for determining the timing and pattern of recognition of a 
liability and a corresponding deferred outflow of resources for asset retirement obligations. The 
implementation of GASB Statement No. 83 did not have an effect on the financial statements of the School. 
 
GASB Statement No. 88 establishes additional financial statement note disclosure requirements related to 
debt obligations of governments, including direct borrowings and direct placements. The implementation 
of GASB Statement No. 88 did not have an effect on the financial statements of the School. 
 
NOTE 4 - DEPOSITS AND INVESTMENTS 
 
Protection of the School’s deposits is provided by the Federal Deposit Insurance Corporation (FDIC), by 
eligible securities pledged by the financial institution as security for repayment, or by the financial 
institutions participation in the Ohio Pooled Collateral System (OPCS), a collateral pool of eligible 
securities deposited with a qualified trustee and pledged to the Treasurer of State to secure the repayment 
of all public monies deposited in the financial institution. 
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Investments 
 
As of June 30, 2019, the School had the following investment: 
 

Investment Type
Measurement

Value

Investment Maturity
3 Months
or Less

Percentage of
Total

STAROhio 140,677$              140,677$                100%

 
 

Interest Rate Risk:  As a means of limiting its exposure to fair value losses arising from rising interest rates 
and according to state law, the School’s investment policy limits investment portfolio maturities to five 
years or less.  

 
Credit Risk:  STAR Ohio is an investment pool operated by the Ohio State Treasurer. It is unclassified since 
it is not evidenced by securities that exist in physical or book entry form. Ohio law requires STAR Ohio 
maintain the highest rating provided by at least one nationally recognized standard rating service. The 
weighted average of maturity of the portfolio held by STAR Ohio as of June 30, 2019, is 53 days and carries 
a rating of AAAm by S&P Global Ratings. 
 
Concentration of Credit Risk:  The School places no limit on the amount that may be invested in any one 
issuer.   
 
NOTE 5 - GRANTS FUNDING RECEIVABLE/PAYABLE 
 
The School has recorded “Grant funding receivable” in the amount of $75,822 to account for the remainder 
of State and Federal awards allocated to the School, but not received as of June 30, 2019. 
 
Additionally, under the terms of the management agreement (see note 8), the School has recorded a liability 
to WHLS of Ohio, LLC in the amount of $75,822 for approximately 100 percent of any State and Federal 
Grant monies uncollected or unpaid to WHLS of Ohio, LLC as of June 30, 2019. 
 
NOTE 6 - CAPITAL ASSETS AND DEPRECIATION 

 
As of June 30, 2019, the School’s capital assets are fully depreciated. 

Balance Balance
6/30/2018 Additions Reductions 6/30/2019

Capital Assets, Being Depreciated:
Equipment 134,560$   0$              0$              134,560$   

Total Capital Assets, Being Depreciated 134,560     0                0                134,560     

Less Accumulated Depreciation:
Equipment (134,560)   0                0                (134,560)   

Total Accumulated Depreciation (134,560)   0                0                (134,560)   

Capital Assets, Net 0$              0$              0$              0$              
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NOTE 7 - RISK MANAGEMENT 
 

Property and Liability: The School is exposed to various risks of loss related to torts; theft or damage to, 
and destruction of assets; errors and omissions; injuries to employees; and natural disasters. As part of its 
management agreement with WHLS of Ohio, LLC, WHLS of Ohio, LLC has contracted with an insurance 
company for property and general liability insurance pursuant to the management agreement. (see Note 8). 
There were no significant reduction in insurance coverage from the prior year and claims did not exceed 
insurance coverage over the past three years.  
 
Director and Officer: Coverage has been purchased by the School with a $2,000,000 aggregate limit and a 
$10,000 deductible. 
 
NOTE 8 - AGREEMENT WITH WHLS OF OHIO, LLC 

 
Effective January 22, 2009, the School extended its management agreement (Agreement) with WHLS of 
Ohio, LLC, which is an educational consulting and management company. WHLS of Ohio, LLC is under 
ownership of ACCEL Schools Ohio, LLC. The Agreement’s term will end on June 30, 2019.  The 
Agreement will renew for an additional, successive five (5) year term unless one party notifies the other 
party by January 1st of the then-current year of its intention to not renew the agreement. Substantially all 
functions of the School have been contracted to WHLS of Ohio, LLC.  WHLS of Ohio, LLC is responsible 
and accountable to the School’s Board of Directors for the administration and operation of the School. 
Effective July 1, 2009, the School is required to pay WHLS of Ohio, LLC a monthly continuing fee of 94 
1/2 percent of the School's “Qualified Gross Revenues”, defined as, all revenues and income received by 
the School except for charitable contributions and also WHLS of Ohio, LLC shall receive 100 percent of 
any and all grants or funding of any kind generated by WHLS of Ohio, LLC, and its affiliates beyond the 
regular per pupil state funding received by the School, (not including Ed Jobs ) subject to any terms and 
conditions attached to the grants, if any.  The continuing fee is paid to WHLS of Ohio, LLC based on the 
qualified gross revenues.  
 
The School had purchased service expenses for the year ended June 30, 2019, to WHLS of Ohio, LLC of 
$2,312,466, of which $75,822 was payable to WHLS of Ohio, LLC at June 30, 2019. WHLS of Ohio, LLC 
will be responsible for all costs incurred in providing the educational program at the School, which include 
but are not limited to, salaries and benefits of all personnel, curriculum materials, textbooks, library books, 
computers and other equipment, software, supplies, building payments, maintenance, capital, and 
insurance. 

 
NOTE 9 - SPONSORSHIP FEES 

 
Under Paragraph D(2) of the sponsor contract with The Ohio Council of Community Schools (OCCS), it 
states that the School “…shall pay to the Sponsor, the amount of 3 percent of all state funds received each 
year by the School, in consideration for the time, organization, oversight, fees, and costs of the Sponsor 
pursuant to the contract.”  Such fees are paid to OCCS monthly.  As indicated on the Statement of Revenues, 
Expenses, and Changes in Net Position, the School incurred $55,125 in sponsorship fees to OCCS. 
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NOTE 10 - MANAGEMENT COMPANY EXPENSES 
 
For the year ended June 30, 2019, WHLS of Ohio, LLC, under the ownership of ACCEL Schools Ohio, 
LLC, and its affiliates incurred the following expenses on behalf of the School. 
 

 
 

Overhead charges are assigned to the School based on a percentage of FTE headcount.  These charges 
represent the indirect cost of services provided in the operation of the School.  Such services include, but 
are not limited to facilities management, equipment, operational support services, management and 
management consulting, board relations, human resources management, training and orientation, financial 
reporting and compliance, purchasing and procurement, education services, technology support and 
marketing and communications.  
 
NOTE 11 - DEFINED BENEFIT PENSION PLANS 

 
Net Pension Liability 
 
The net pension liability reported on the statement of net position represents a liability to employees for 
pensions. Pensions are a component of exchange transactions—between an employer and its employees—
of salaries and benefits for employee services.  Pensions are provided to an employee—on a deferred-
payment basis—as part of the total compensation package offered by an employer for employee services 
each financial period.  The obligation to sacrifice resources for pensions is a present obligation because it 
was created as a result of employment exchanges that already have occurred. 

 
The net pension liability represents the School’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future events 
require adjusting this estimate annually.   
 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which pensions are financed; however, the School 
does receive the benefit of employees’ services in exchange for compensation including pension.  

Regular 
Instruction

(1100 Function 
Codes)

Special 
Instruction

(1200 Function 
Codes)

Support 
Services

(2000 Function 
Codes)

Non-Instructional 
(3000 through 
7000 Function 

Codes)

Total

Direct Expenses: 
Salaries & Wages (100 Object Codes) 672,353$        161,073$        122,374$        -$                     955,800$      
Employees’ Benefits (200 Object Codes) 202,592          41,327            43,817            -                       287,736        
Professional & Technical Services (410 Object Codes) 31,923            27,740            268,175          -                       327,838        
Property Services (420 Object Codes) -                  -                  409,236          -                       409,236        
Utilities (450 Object Codes) -                  -                  81,556            -                       81,556          
Contracted Craft or Trade Services (460 Object Codes) -                  -                  -                  103,817               103,817        
Transportation (480 Object Codes) -                  -                  6,452              -                       6,452            
Supplies (500 Object Codes) 42,875            1,361              30,852            -                       75,088          
Other Direct Costs (All Other Object Codes) -                  -                  115,916          -                       115,916        
Indirect Expenses:
Overhead -                  -                  189,378          -                       189,378        

Total Expenses 949,743$        231,501$        1,267,756$     103,817$             2,552,817$   
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GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form of 
withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State legislature.  Any resulting legislative change to benefits or funding could 
significantly affect the net pension liability.  Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability.  
Any liability for the contractually-required pension contribution outstanding at the end of the year is 
included in continuing fees payable.   

 
Plan Description - School Employees Retirement System (SERS) 
 
Plan Description – School non-teaching employees participate in SERS, a statewide, cost-sharing multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability and 
survivor benefits to plan members and beneficiaries.  Authority to establish and amend benefits is provided 
by Ohio Revised Code Chapter 3309.  SERS issues a publicly available, stand-alone financial report that 
includes financial statements, required supplementary information and detailed information about SERS’ 
fiduciary net position.  That report can be obtained by visiting the SERS website at www.ohsers.org under 
Employers/Audit Resources.  

Age and service requirements for retirement are as follows: 
  

 
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and the 
School is required to contribute 14 percent of annual covered payroll.  The contribution requirements of 
plan members and employers are established and may be amended by the SERS’ Retirement Board up to 
statutory maximum amounts of 10 percent for plan members and 14 percent for employers.  The Retirement 
Board, acting with the advice of the actuary, allocates the employer contribution rate among four of the 
System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care Fund).  For 
the fiscal year ended June 30, 2019, the allocation to pension, death benefits, and Medicare B was 13.5 
percent.  SERS allocated 0.5 percent of employer contributions to the Health Care Fund for fiscal year 
2019. 
 
The School’s contractually required contribution to SERS was $18,605 for fiscal year 2019.  

Eligible to Retire before Eligible to Retire on or after
August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
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Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS issues 
a stand-alone financial report that includes financial statements, required supplementary information and 
detailed information about STRS’ fiduciary net position.  That report can be obtained by writing to STRS, 
275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the STRS Web site 
at www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined Contribution 
(DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307. For the 
DB Plan, from August 1, 2015–July 1, 2017, any member could retire with reduced benefits who had (1) 
five years of service credit and age 60; (2) 26 years of service credit and age 55; or (3) 30 years of service 
credit regardless of age. Effective August 1, 2017–July 1, 2019, any member may retire with reduced 
benefits who has (1) five years of service credit and age 60; (2) 27 years of service credit and age 55; or (3) 
30 years of service credit regardless of age. Eligibility changes will continue to be phased in through August 
1, 2026, when retirement eligibility for unreduced benefits will be five years of service credit and age 65, 
or 35 years of service credit and at least age 60. Retirement eligibility for reduced benefits will be five years 
of service credit and age 60, or 30 years of service credit regardless of age. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by the 
member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined benefit 
unfunded liability.  Effective July 1, 2017, employer contributions of 9.53 percent are placed in the 
investment accounts and the remaining 4.47 percent of the 14 percent employer rate is allocated to the 
defined benefit unfunded liability. A member is eligible to receive a retirement benefit at age 50 and 
termination of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum 
withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
In the Combined Plan, member contributions are allocated among investment choices by the member, and 
employer contributions are used to fund a defined benefit payment. A member’s defined benefit is 
determined by multiplying one percent of the member’s final average salary by the member’s years of 
service credit. The defined benefit portion of the Combined Plan payment is payable to a member on or 
after age 60 with five years of service. The DC portion of the account may be taken as a lump sum or 
converted to a lifetime monthly annuity at age 50 and termination of employment. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another STRS plan.  The optional annuitization of a member’s defined contribution account or the defined 
contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS bearing 
the risk of investment gain or loss on the account.  STRS has therefore included all three plan options as 
one defined benefit plan for GASB 68 reporting purposes. 
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A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least ten 
years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers Retirement 
Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 30, 2019, 
plan members were required to contribute 14 percent of their annual covered salary. The School was 
required to contribute 14 percent; the entire 14 percent was the portion used to fund pension obligations.  
The fiscal year 2019 contribution rates were equal to the statutory maximum rates. 

 
The School’s contractually required contribution to STRS was $109,624 for fiscal year 2019.   
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
 
The net pension liability was measured as of June 30, 2018, and the total pension liability used to calculate 
the net pension liability was determined by an independent actuarial valuation as of that date. The School's 
employer allocation percentage of the net pension liability was based on the employer’s share of employer 
contributions in the pension plan relative to the total employer contributions of all participating employers. 
Following is information related to the proportionate share and pension expense: 
 

 
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to the 
difference between projected and actual investment earnings, differences between expected and actual 
actuarial experience, changes in assumptions and changes in the School’s proportion of the collective net 
pension liability. The deferred outflows and deferred inflows are to be included in pension expense over 
current and future periods. The difference between projected and actual investment earnings is recognized 
in pension expense using a straight line method over a five year period beginning in the current year. 
Deferred outflows and deferred inflows resulting from changes in sources other than differences between 
projected and actual investment earnings are amortized over the average expected remaining service lives 
of all members (both active and inactive) using the straight line method. Employer contributions to the 
pension plan subsequent to the measurement date are also required to be reported as a deferred outflow of 
resources.  
 
 
 
 

SERS STRS Total
Proportion of the Net Pension Liability:

Current Measurement Date 0.00214890% 0.00644105%
Prior Measurement Date 0.00324260% 0.00645486%

Change in Proportionate Share -0.00109370% -0.00001381%

Proportionate Share of the Net 
  Pension Liability 123,071$             1,416,242$         1,539,313$         
Pension Expense (94,410)$             (98,967)$            (193,377)$          
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At June 30, 2019 the School reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  
 

 
 

$128,229 reported as deferred outflows of resources related to pension resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net pension liability in the 
fiscal year ending June 30, 2020.  Other amounts reported as deferred outflows of resources and deferred 
inflows of resources related to pension will be recognized in pension expense as follows:  
 

 
Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 
67, as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment terminations).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 

SERS STRS Total
Deferred Outflows of Resources
Differences between Expected and 
  Actual Experience 6,747$                32,691$             39,438$             
Changes of Assumptions 1,779 250,984 252,763
School Contributions Subsequent to the 
  Measurement Date 18,605 109,624 128,229
Total Deferred Outflows of Resources 27,131$              393,299$           420,430$           

Deferred Inflows of Resources
Differences between Expected and 
  Actual Experience 0$                      9,249$               9,249$               
Net Difference between Projected and 
  Actual Earnings on Pension Plan Investments 3,409 85,879 89,288
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 111,793 372,602 484,395
Total Deferred Inflows of Resources 115,202$             467,730$           582,932$           

SERS STRS Total
Fiscal Year Ending June 30:

2020 (71,667)$             (111,669)$          (183,336)$          
2021 (29,925) (12,852) (42,777)
2022 (4,039) (40,475) (44,514)
2023 (1,045) (19,059) (20,104)

(106,676)$           (184,055)$          (290,731)$          
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Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time of 
each valuation and the historical pattern of sharing benefit costs between the employers and plan members 
to that point. The projection of benefits for financial reporting purposes does not explicitly incorporate the 
potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration the 
benefits, if any, paid to the employee after termination of employment until the death of the employee and 
any applicable contingent annuitant. In many cases, actuarial calculations reflect several decades of service 
with the employer and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial valuation, 
prepared as of June 30, 2018, are presented below: 
 

 
 
For post-retirement mortality, the table used in evaluating allowances to be paid is the RP-2014 Blue Collar 
Mortality Table with fully generational projection and Scale BB, with 120 percent of male rates and 110 
percent of female rates used. The RP-2000 Disabled Mortality Table with 90 percent for male rates and 100 
percent for female rates set back five years is used for the period after disability retirement.  
 
The long-term return expectation for the Pension Plan Investments has been determined by using a building-
block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  A 
forecasted rate of inflation serves as the baseline for the return expectation.  Various real return premiums 
over the baseline inflation rate have been established for each asset class.  The long-term expected nominal 
rate of return has been determined by calculating an arithmetic weighted average of the expected real return 
premiums for each asset class, adding the projected inflation rate, and adding the expected return from 
rebalancing uncorrelated asset classes. The asset allocation, as used in the June 30, 2015 five-year 
experience study, is summarized as follows: 
 

 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)
COLA or Ad Hoc COLA 2.50 percent, on and after April 1, 2018, COLA's for future retirees 

will be delayed for three years following commencement

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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Discount Rate Total pension liability was calculated using the discount rate of 7.50 percent. The projection 
of cash flows used to determine the discount rate assumed that employers would contribute the actuarially 
determined contribution rate of projected compensation over the remaining 27-year amortization period of 
the unfunded actuarial accrued liability. Projected inflows from investment earnings were calculated using 
the long-term assumed investment rate of return (7.50 percent). Based on those assumptions, the plan’s 
fiduciary net position was projected to be available to make all future benefit payments of current plan 
members. Therefore, the long-term expected rate of return on pension plan investments was applied to all 
periods of projected benefits to determine the total pension liability.  
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the School’s proportionate share of the net pension liability calculated using 
the discount rate of 7.50 percent, as well as what the School’s net pension liability would be if it were 
calculated using a discount rate that is one percentage point lower (6.50 percent), or one percentage point 
higher (8.50 percent) than the current rate. 

 

 
 
Actuarial Assumptions - STRS 
 
The total pension liability in the July 1, 2018 actuarial valuation was determined using the following 
actuarial assumptions, applied to all periods included in the measurement:  
 

 
 
Post-retirement mortality rates are based on RP-2014 Annuitant Mortality Table with 50 percent of rates 
through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 and 84, 
and 100 percent of rates thereafter, projected forward generationally using mortality improvement scale 
MP-2016; pre-retirement mortality rates are based on RP-2014 Employee Mortality Table, projected 
forward generationally using mortality improvement scale MP-2016. 
 
The actuarial assumptions used in the July 1, 2018 valuation, were adopted by the board from the results of 
an actuarial experience study for July 1, 2011, through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on the 
target allocation adopted by the Retirement Board. The target allocation and long-term expected rate of 
return for each major asset class are summarized as follows:  
 

1% Decrease
Current 

Discount Rate 1% Increase
School's Proportionate Share
  of the Net Pension Liability 173,355$             123,071$           80,912$             

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Projected Payroll Growth 3.00 percent
Cost-of-Living Adjustments 0.00 percent
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*Target weights will be phased in over a 24-month period concluding on July 1, 2019. 
 
**Ten year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25 
percent and does not include investment expenses. Over a 30-year period, STRS’ investment consultant 
indicates that the above target allocations should generate a return above the actuarial rate of return, without 
net value added by management. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 30, 
2018. The projection of cash flows used to determine the discount rate assumes that employer and member 
contributions will be made at statutory contribution rates of 14 percent each. For this purpose, only 
employer contributions that are intended to fund benefits of current plan members and their beneficiaries 
are included. Based on those assumptions, STRS’ fiduciary net position was projected to be available to 
make all projected future benefit payments to current plan members as of June 30, 2018. Therefore, the 
long-term expected rate of return on pension plan investments of 7.45 percent was applied to all periods of 
projected benefit payments to determine the total pension liability as of June 30, 2018. 
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the School's proportionate share of the net pension liability as of June 
30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as what the 
School's proportionate share of the net pension liability would be if it were calculated using a discount rate 
that is one-percentage-point lower (6.45 percent) or one-percentage-point higher (8.45 percent) than the 
current assumption:  

 
 
NOTE 12 - DEFINED BENEFIT OPEB PLANS 
 
Net OPEB Asset/Liability 

 
The net OPEB asset/liability reported on the statement of net position represents an asset or liability to 
employees for OPEB. OPEB is a component of exchange transactions-–between an employer and its 
employees—of salaries and benefits for employee services.  OPEB are provided to an employee—on a 
deferred-payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for OPEB is a present obligation 
because it was created as a result of employment exchanges that already have occurred. 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected

1% Decrease
Current 

Discount Rate 1% Increase
School's Proportionate Share
  of the Net Pension Liability 2,068,235$          1,416,242$         864,419$           
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The net OPEB asset/liability represents the School’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB asset/liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future events 
require adjusting these estimates annually.   

 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which OPEB are financed; however, the School does 
receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the asset/liability is solely that of the employer, because they benefit from employee 
services.  OPEB contributions come from these employers and health care plan enrollees, which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio Revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change to 
benefits or funding could significantly affect the net OPEB asset/liability. Resulting adjustments to the net 
OPEB asset/liability would be effective when the changes are legally enforceable. The retirement systems 
may allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB asset/ 
liability.  Any liability for the contractually-required OPEB contribution outstanding at the end of the year 
is included in continuing payable.   
 
Plan Description - School Employees Retirement System (SERS) 
 
Health Care Plan Description - The School contributes to the SERS Health Care Fund, administered by 
SERS for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered 
a cost-sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most types 
of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and service 
retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to the death 
of a member or retiree, are eligible for SERS’ health care coverage. Most retirees and dependents choosing 
SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully insured Medicare 
Advantage plan; however, SERS maintains a traditional, self-insured preferred provider organization for 
its non-Medicare retiree population. For both groups, SERS offers a self-insured prescription drug program. 
Health care is a benefit that is permitted, not mandated, by statute.  The financial report of the Plan is 
included in the SERS Comprehensive Annual Financial Report which can be obtained on SERS’ website 
at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the Ohio 
Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the plan 
selected, qualified years of service, Medicare eligibility, and retirement status.   
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Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required pensions and benefits, the Retirement 
Board may allocate the remainder of the employer contribution of 14 percent of covered payroll to the 
Health Care Fund in accordance with the funding policy. For fiscal year 2019, 0.5 percent of covered payroll 
was made to health care. An additional health care surcharge on employers is collected for employees 
earning less than an actuarially determined minimum compensation amount, pro-rated if less than a full 
year of service credit was earned. For fiscal year 2019, this amount was $21,600. Statutes provide that no 
employer shall pay a health care surcharge greater than 2.0 percent of that employer’s SERS-covered 
payroll; nor may SERS collect in aggregate more than 1.5 percent of the total statewide SERS-covered 
payroll for the health care surcharge.  For fiscal year 2019, the School’s surcharge obligation was $640.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The School’s contractually required contribution to SERS was 
$1,329 for fiscal year 2019.   

 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing 
Health Plan administered for eligible retirees who participated in the defined benefit or combined pension 
plans offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, 
physicians’ fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  
Medicare Part B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is 
included in the report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227-
7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed 
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees, for the most recent year, pay a portion of the health care costs in the form of a monthly premium.  
Under Ohio law, funding for post-employment health care may be deducted from employer contributions, 
currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2019, STRS did not allocate any 
employer contributions to post-employment health care.   
 
OPEB Assets/Liabilities, OPEB Expense, and Deferred Outflows/Inflows of Resources Related to OPEB  
 
The net OPEB asset/liability was measured as of June 30, 2018, and the total OPEB asset/liability used to 
calculate the net OPEB asset/liability was determined by an actuarial valuation as of that date. The School's 
proportion of the net OPEB asset/liability was based on the School's share of contributions to the respective 
retirement systems relative to the contributions of all participating entities.  Following is information related 
to the proportionate share and OPEB expense: 
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At June 30, 2019, the School reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  

 
$1,329 reported as deferred outflows of resources related to OPEB resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the year 
ending June 30, 2020.  Other amounts reported as deferred outflows of resources and deferred inflows of 
resources related to OPEB will be recognized in OPEB expense as follows:  
 

 

SERS STRS Total
Proportion of the Net OPEB Liability:

Current Measurement Date 0.00208250% 0.00644105%
Prior Measurement Date 0.00326370% 0.00645486%

Change in Proportionate Share -0.00118120% -0.00001381%

Proportionate Share of the Net
OPEB Liability/(Asset) 57,774$               (103,501)$            (45,727)$            

OPEB Expense (11,662)$              (230,822)$            (242,484)$          

SERS STRS Total
Deferred Outflows of Resources
Differences between Expected and 
  Actual Experience 943$                   12,089$               13,032$             
School Contributions Subsequent to the 
  Measurement Date 1,329 0 1,329
Total Deferred Outflows of Resources 2,272$                 12,089$               14,361$             

Deferred Inflows of Resources
Differences between Expected and 
  Actual Experience 0$                       6,030$                 6,030$               
Net Difference between Projected and 
  Actual Earnings on OPEB Plan Investments 86 11,825 11,911
Changes of Assumptions 5,190 141,028 146,218
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 44,166 31,730 75,896
Total Deferred Inflows of Resources 49,442$               190,613$             240,055$           

SERS STRS Total
Fiscal Year Ending June 30:

2020 (15,864)$              (32,611)$              (48,475)$            
2021 (13,414) (32,611) (46,025)
2022 (5,659) (32,613) (38,272)
2023 (5,623) (29,926) (35,549)
2024 (5,629) (28,982) (34,611)

Thereafter (2,310) (21,781) (24,091)

(48,499)$              (178,524)$            (227,023)$          
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Actuarial Assumptions - SERS 
 
The total OPEB liability was determined by an actuarial valuation as of June 30, 2018. The actuarial 
assumptions used in the valuation are based on results from the most recent actuarial experience study, 
which covered the five-year period ending June 30, 2015. The experience study report is dated April 2016. 
The total OPEB liability used the following assumptions and other inputs: 
 

 
 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality Table 
with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The long-term expected rate of return on plan factors are considered in evaluating the long-term rate of 
return assumption including long-term historical data, estimates inherent in current market data, and a long-
normal distribution analysis in which best-estimate ranges of expected future real rates of return were 
developed by the investment consultant for each major asset class. These ranges were combined to produce 
the long-term expected rate of return, 7.50 percent, by weighting the expected future real rates of return by 
the target asset allocation percentage and then adding expected inflation. The capital market assumptions 
developed by the investment consultant are intended for use over a 10-year horizon and may not be useful 
in setting the long-term rate of return for funding pension plans which covers a longer timeframe. The 
assumption is intended to be a long-term assumption and is not expected to change absent a significant 
change in the asset allocation, a change in the inflation assumption, or a fundamental change in the market 
that alters expected returns in future years. 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, as 
used in the June 30, 2015 five-year experience study, are summarized as follows: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Municipal Bond Index Rate

Measurement Date 3.62 percent
Prior Measurement Date 3.56 percent

Single Equivalent Interest Rate
Measurement Date 3.70 percent, net of plan investment expense, including price inflation
Prior Measurement Date 3.63 percent, net of plan investment expense, including price inflation

Health Care Cost Trend Rate
Medicare 5.375 percent - 4.75 percent
Pre-Medicare 7.25 percent - 4.75 percent
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Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2018 was 3.70 percent. 
The discount rate used to measure total OPEB liability prior to June 30, 2018 was 3.63 percent. The 
projection of cash flows used to determine the discount rate assumed that contributions will be made from 
members and the System at the contribution rate of 2.00 percent of projected covered payroll each year, 
which includes a 1.50 percent payroll surcharge and 0.50 percent of contributions from the basic benefits 
plan. Based on these assumptions, the OPEB plan’s fiduciary net position was projected to become 
insufficient to make future benefit payments during the fiscal year ending June 30, 2026. Therefore, the 
long-term expected rate of return on OPEB plan assets was used to present value the projected benefit 
payments through the fiscal year ending June 30, 2025 and the Fidelity General Obligation 20-year 
Municipal Bond Index rate of 3.62 percent, as of June 30, 2018 (i.e., municipal bond rate), was used to 
present value the projected benefit payments for the remaining years in the projection. The total present 
value of projected benefit payments from all years was then used to determine the single rate of return that 
was used as the discount rate. The projection of future benefit payments for all current plan members was 
until the benefit payments ran out. 
 
Sensitivity of the School's Proportionate Share of the Net OPEB Liability to Changes in the Discount 
Rate and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in 
the discount rate and the health care cost trend rate. The following table presents the net OPEB liability and 
what the net OPEB liability would be if it were calculated using a discount rate that is one percentage point 
lower (2.70 percent) and higher (4.70 percent) than the current discount rate (3.70 percent). Also shown is 
what the net OPEB liability would be based on health care cost trend rates that are one percent lower (6.25 
percent decreasing to 3.75 percent) and one percent higher (8.25 percent decreasing to 5.75 percent) than 
the current rate. 
 

 
  

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return

1% Decrease
Current 

Discount Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability 70,104$               57,774$               48,011$             

1% Decrease
Current 

Trend Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability 46,613$               57,774$               72,553$             
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Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results used 
in the June 30, 2018, actuarial valuation are presented below:   

 

 
 

Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 percent 
of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 
and 84, and 100 percent of rates thereafter, projected forward generationally using mortality improvement 
scale MP-2016. For disabled retirees, mortality rates are based on the RP-2014 Disabled Mortality Table 
with 90 percent of rates for males and 100 percent of rates for females, projected forward generationally 
using mortality improvement scale MP-2016. 
 
Actuarial assumptions used in the June 30, 2018, valuation are based on the results of an actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on the 
target allocation adopted by the Retirement Board.  The target allocation and long-term expected rate of 
return for each major asset class are summarized as follows:  
 

 
 

*Target weights will be phased in over a 24-month period concluding on July 1, 2019. 
 
**Ten year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25 
percent and does not include investment expenses.  Over a 30-year period, STRS' investment consultant 
indicates that the above target allocations should generate a return above the actuarial rate of return, without 
net value added by management. 
 

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Health Care Cost Trend Rates -5.23 percent to 9.62 percent, initial, 4.00 percent ultimate

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected
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Discount Rate The discount rate used to measure the total OPEB asset/liability was 7.45 percent as of June 
30, 2018. The projection of cash flows used to determine the discount rate assumed STRS continues to 
allocate no employer contributions to the health care fund. Based on those assumptions, the OPEB plan’s 
fiduciary net position was projected to be available to make all projected future benefit payments to current 
plan members as of June 30, 2018. Therefore, the long-term expected rate of return on health care plan 
investments of 7.45 percent was applied to all periods of projected benefit payments to determine the total 
OPEB liability as of June 30, 2018.  
 
Sensitivity of the School’s Proportionate Share of the Net OPEB Asset/Liability to Changes in the 
Discount and Health Care Cost Trend Rate The following table represents the net OPEB asset/liability as 
of June 30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as 
what the net OPEB asset/liability would be if it were calculated using a discount rate that is one percentage 
point lower (6.45 percent) or one percentage point higher (8.45 percent) than the current assumption. Also 
shown is the net OPEB liability as of June 30, 2018, calculated using health care cost trend rates that are 
one percentage point lower or one percentage point higher than the current health care cost trend rates. 

  
 
NOTE 13 - CONTINGENCIES 

 
A. Grants 
  
Amounts received from grantor agencies are subject to audit and adjustment by the grantor. Any disallowed 
costs may require refunding to the grantor.  Amounts which may be disallowed, if any, are not presently 
determinable.  However, in the opinion of the School, any such adjustments will not have a material adverse 
effect on the financial position of the School. 

 
 B.  Enrollment FTE 
 
School foundation funding is based on the annualized full-time equivalent (FTE) enrollment of each 
student.  However, there is an important nexus between attendance and enrollment for Foundation funding 
purposes.  Community schools must provide documentation that clearly demonstrates students have 
participated in learning opportunities. The Ohio Department of Education (ODE) is legislatively required 
to adjust/reconcile funding as enrollment information is updated by schools throughout the State, which 
can extend past the fiscal year end.  

   
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal 
year end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. As of the date of this report, ODE has not performed an FTE Review on the School for 
fiscal year 2019. 

1% Decrease
Current 

Discount Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability/(Asset) (88,710)$              (103,501)$            (115,932)$          

1% Decrease
Current 

Trend Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability/(Asset) (115,230)$            (103,501)$            (91,589)$            
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As of the date of this report, all ODE adjustments have been completed. 

In addition, the School’s contracts with their Sponsor and Management Company require payment based 
on revenues received from the State.  As discussed above, all ODE adjustments through fiscal year 2019 
have been completed.  A reconciliation between payments previously made and the FTE adjustments has 
taken place with these contracts. 

NOTE 14 - LITIGATION 
 
The School is not a party to legal proceedings that, in the opinion of management, would have a material 
adverse effect on the financial statements. 
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2019 2018 2017 2016 2015 2014
School Employees Retirement System (SERS)

School's Proportion of the Net Pension Liability 0.00214890% 0.00324260% 0.00474740% 0.00778410% 0.00868800% 0.00868800%

School's Proportionate Share of the Net Pension Liability 123,071$       193,738$       347,466$         444,168$      439,695$      516,647$       

School's Covered Payroll 72,756$         104,900$       260,157$         450,114$      478,117$      345,159$       

School's Proportionate Share of the Net Pension Liability
as a Percentage of its Covered Payroll 169.16% 184.69% 133.56% 98.68% 91.96% 149.68%

Plan Fiduciary Net Position as a Percentage of the Total Pension Liability 71.36% 69.50% 62.98% 69.16% 71.70% 65.52%

State Teachers Retirement System (STRS)

School's Proportion of the Net Pension Liability 0.00644105% 0.00645486% 0.00727263% 0.00807103% 0.01049523% 0.01049523%

School's Proportionate Share of the Net Pension Liability 1,416,242$    1,533,366$    2,434,368$      2,230,597$   2,552,803$   3,040,882$    

School's Covered Payroll 732,243$       709,636$       832,571$         1,040,664$   840,346$      746,169$       

School's Proportionate Share of the Net Pension Liability
as a Percentage of its Covered Payroll 193.41% 216.08% 292.39% 214.34% 303.78% 407.53%

Plan Fiduciary Net Position as a Percentage of the Total Pension Liability 77.31% 75.30% 66.80% 72.10% 74.70% 69.30%

(1) Information prior to 2014 is not available.

Note: The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

HOPE Academy Northwest Campus
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net Pension Liability

Last Six Fiscal Years (1)

See accompanying notes to the required suplementary information.
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2019 2018 2017 2016
School Employees Retirement System (SERS)

Contractually Required Contribution 18,605$               9,822$                 14,686$               36,422$               

Contributions in Relation to the 
Contractually Required Contribution (18,605) (9,822) (14,686) (36,422)

Contribution Deficiency (Excess) 0$                        0$                        0$                        0$                        

School's Covered Payroll 137,815$             72,756$               104,900$             260,157$             

Pension Contributions as a Percentage of 
Covered Payroll 13.50% 13.50% 14.00% 14.00%

State Teachers Retirement System (STRS)

Contractually Required Contribution 109,624$             102,514$             99,349$               116,560$             

Contributions in Relation to the 
Contractually Required Contribution (109,624) (102,514) (99,349) (116,560)

Contribution Deficiency (Excess) 0$                        0$                        0$                        0$                        

School's Covered Payroll 783,029$             732,243$             709,636$             832,571$             

Pension Contributions as a Percentage of 
Covered Payroll 14.00% 14.00% 14.00% 14.00%

HOPE Academy Northwest Campus
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Contributions  - Pension

Last Ten Fiscal Years

See accompanying notes to the required supplementary information.
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2015 2014 2013 2012 2011 2010

59,325$               66,267$               47,770$               41,541$               37,529$               51,049$               

(59,325) (66,267) (47,770) (41,541) (37,529) (51,049)

0$                        0$                        0$                        0$                        0$                        0$                        

450,114$             478,117$             345,159$             308,855$             298,560$             377,024$             

13.18% 13.86% 13.84% 13.45% 12.57% 13.54%

145,693$             109,245$             97,002$               125,658$             134,013$             150,279$             

(145,693) (109,245) (97,002) (125,658) (134,013) (150,279)

0$                        0$                        0$                        0$                        0$                        0$                        

1,040,664$          840,346$             746,169$             966,600$             1,030,869$          1,155,992$          

14.00% 13.00% 13.00% 13.00% 13.00% 13.00%

See accompanying notes to the required supplementary information.
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2019 2018 2017
School Employees Retirement System (SERS)

School's Proportion of the Net OPEB Liability 0.00208250% 0.00326370% 0.00435970%

School's Proportionate Share of the Net OPEB Liability 57,774$               87,589$               124,268$             

School's Covered Payroll 72,756$               104,900$             260,157$             

School's Proportionate Share of the Net OPEB Liability
as a Percentage of its Covered Payroll 79.41% 83.50% 47.77%

Plan Fiduciary Net Position as a Percentage of the Total OPEB Liability 13.57% 12.46% 11.49%

State Teachers Retirement System (STRS)

School's Proportion of the Net OPEB Liability/(Asset) 0.00644105% 0.00645486% 0.00727263%

School's Proportionate Share of the Net OPEB Liability/(Asset) (103,501)$           251,845$             388,942$             

School's Covered Payroll 732,243$             709,636$             832,571$             

School's Proportionate Share of the Net OPEB Liability
as a Percentage of its Covered Payroll -14.13% 35.49% 46.72%

Plan Fiduciary Net Position as a Percentage of the Total OPEB Liability/(Asset) 176.00% 47.10% 37.30%

(1) Information prior to 2017 is not available.

Note: The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

HOPE Academy Northwest Campus
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net OPEB Liability/(Asset)

Last Three Fiscal Years (1)

See accompanying notes to the required supplementary information.
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2019 2018 2017 2016
School Employees Retirement System (SERS)

Contractually Required Contribution (1) 1,329$                 1,056$                 1,655$                 270$                    

Contributions in Relation to the 
Contractually Required Contribution (1,329) (1,056) (1,655) (270)

Contribution Deficiency (Excess) 0$                        0$                        0$                        0$                        

School's Covered Payroll 137,815$             72,756$               104,900$             260,157$             

OPEB Contributions as a Percentage of 
Covered Payroll (1) 0.96% 1.45% 1.58% 0.10%

State Teachers Retirement System (STRS)

Contractually Required Contribution 0$                        0$                        0$                        0$                        

Contributions in Relation to the 
Contractually Required Contribution 0 0 0 0

Contribution Deficiency (Excess) 0$                        0$                        0$                        0$                        

School's Covered Payroll 783,029$             732,236$             709,636$             832,571$             

OPEB Contributions as a Percentage of 
Covered Payroll 0.00% 0.00% 0.00% 0.00%

(1) Includes surcharge

HOPE Academy Northwest Campus
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Contributions - OPEB

Last Ten Fiscal Years

See accompanying notes to the required supplementary information.
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2015 2014 2013 2012 2011 2010

2,070$                 5,559$                 2,467$                 8,340$                 9,415$                 7,869$                 

(2,070) (5,559) (2,467) (8,340) (9,415) (7,869)

0$                        0$                        0$                        0$                        0$                        0$                        

450,114$             478,117$             345,159$             308,855$             298,560$             377,024$             

0.46% 1.16% 0.71% 2.70% 3.15% 2.09%

0$                        8,403$                 7,462$                 9,666$                 10,309$               11,560$               

0 (8,403) (7,462) (9,666) (10,309) (11,560)

0$                        0$                        0$                        0$                        0$                        0$                        

1,040,664$          840,346$             746,169$             966,600$             1,030,869$          1,155,992$          

0.00% 1.00% 1.00% 1.00% 1.00% 1.00%

See accompanying notes to the required supplementary information.
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Note 1 - Net Pension Liability 
 
Changes in Assumptions - SERS 
 
For fiscal year 2017, the SERS Board adopted the following assumption changes: 

• Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent 
• Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent 
• Assumed real wage growth was reduced from 0.75 percent to 0.50 percent 
• Rates of withdrawal, retirement and disability were updated to reflect recent experience. 
• Mortality among active members was updated to RP-2014 Blue Collar Mortality Table with fully 

generational projection and a five year age set-back for both males and females. 
• Mortality among service retired members, and beneficiaries was updated to RP-2014 Blue Collar 

Mortality Table with fully generational projection with Scale BB, 120 percent of male rates, and 
110 percent of female rates. 

• Mortality among disabled members was updated to RP-2000 Disabled Mortality Table, 90 
percent for male rates and 100 percent for female rates, set back five years is used for the period 
after disability retirement.   

 
Changes in Benefit Terms - SERS 

For fiscal year 2018, the cost-of-living adjustment was changed from a fixed 3.00 percent to a cost-of-living 
adjustment that is indexed to CPI-W not greater than 2.50 percent with a floor of zero percent beginning 
January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has enacted a 
three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the Retirement Board approved several changes to the actuarial assumptions in 2017. 
The long term expected rate of return was reduced from 7.75 percent to 7.45 percent, the inflation 
assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered to 
3.00 percent, and total salary increases rate was lowered by decreasing the merit component of the 
individual salary increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy and 
disabled mortality assumptions were updated to the RP-2014 mortality tables with generational 
improvement scale MP-2016. Rates of retirement, termination and disability were modified to better reflect 
anticipated future experience. 
 
Changes in Benefit Terms - STRS 
 
For fiscal year 2018, the cost-of-living adjustment (COLA) was reduced to zero.  
 
Note 2 - Net OPEB Liability 
 
Changes in Assumptions – SERS 
 
Amounts reported for fiscal year 2019 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 3.56 percent to 3.62 
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percent. Single Equivalent Interest Rate, net of plan investment expense, including price inflation,   
increased from 3.63 percent to 3.70 percent. The health care cost trend assumptions changed as follows:  
 
Pre-Medicare 
  Fiscal year 2018  7.50 percent initially, decreasing to 4.00 percent 

Fiscal year 2019 7.25 percent initially, decreasing to 4.75 percent 
Medicare 
 Fiscal year 2018  5.50 percent initially, decreasing to 5.00 percent 

Fiscal year 2019 5.375 percent initially, decreasing to 4.75 percent 
 

Amounts reported for fiscal year 2018 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 2.92 percent to 3.56 
percent. Single Equivalent Interest Rate, net of plan investment expense, including price inflation,   
increased from 2.98 percent to 3.63 percent. 
 
Changes in Benefit Terms - SERS 

There have been no changes to the benefit provisions. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2019, the discount rate was increased from the blended rate of 4.13 percent to the long-term 
expected rate of return of 7.45 percent. Valuation year per capita health care costs were updated. Health 
care cost trend rates ranged from 6.00 percent to 11 percent initially and a 4.50 percent ultimate rate for 
fiscal year 2018 and changed for fiscal year 2019 to a range of -5.20 percent to 9.60 percent, initially and a 
4.00 ultimate rate. 
 
For fiscal year 2018, the blended discount rate was increased from 3.26 percent to 4.13 percent. Valuation 
year per capita health care costs were updated, and the salary scale was modified. The percentage of future 
retirees electing each option was updated based on current data and the percentage of future disabled retirees 
and terminated vested participants electing health coverage were decreased. The assumed mortality, 
disability, retirement, withdrawal and future health care cost trend rates were modified along with the 
portion of rebated prescription drug costs. 
 
Changes in Benefit Terms – STRS 
 
For fiscal year 2019, the subsidy multiplier for non-Medicare benefit recipients was increased from 1.9 
percent to 1.944 percent per year of service effective January 1, 2019. The non-Medicare frozen subsidy 
base premium was increased effective January 1, 2019 and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 1, 2020. 
 
For fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued for 
certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will be 
discontinued beginning January 2019. This was subsequently extended, see above paragraph.  
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December 15, 2019 
 
To the Board of Directors 
HOPE Academy Northwest Campus 
Cuyahoga County, Ohio 
1441 West 116th Street 
Cleveland, Ohio 44102 
 

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 
and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards  
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of HOPE Academy 
Northwest Campus, Cuyahoga County, Ohio (the “School”) as of and for the year ended June 30, 2019, 
and the related notes to the financial statements, which collectively comprise the School’s basic financial 
statements, and have issued our report thereon dated December 15, 2019. 
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School’s internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate in 
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the School’s internal control. Accordingly, we 
do not express an opinion on the effectiveness of the School’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with 
governance. 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified. 
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HOPE Academy Northwest Campus 
Independent Auditor’s Report on Internal Control over Financial Reporting and on  

Compliance and Other Matters Based on an Audit of Financial Statements  
Performed in Accordance with Government Auditing Standards 

Page 2 of 2 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 
results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 

 
 
 
 

 
        Medina, Ohio 
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Schedule of Prior Audit Findings 
June 30, 2019 

  
Finding Number Finding Summary Status Additional Information 

2018-001 Excused Absence 
Documentation- 
Noncompliance 

Corrective action 
taken, Finding is 
fully corrected. 

None 
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CLERK’S CERTIFICATION 
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88 East Broad Street, Columbus, Ohio 43215 
Phone: 614-466-4514 or 800-282-0370 

www.ohioauditor.gov

 
 
 
Board of Education 
Hope Academy Northwest Campus 
1441 West 116th Street 
Cleveland, Ohio 44102 
 
 
We have reviewed the Independent Auditor’s Report of the Hope Academy Northwest Campus, 
Cuyahoga County, prepared by Rea & Associates, Inc., for the audit period July 1, 2017 through 
June 30, 2018.  Based upon this review, we have accepted these reports in lieu of the audit 
required by Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying 
financial statements and, accordingly, we are unable to express, and do not express an opinion on 
them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Hope Academy Northwest Campus is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
February 28, 2019  
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December 27, 2018 

 

To the Board of Directors 

HOPE Academy Northwest Campus 

Cuyahoga County, Ohio 

1441 West 116th Street 

Cleveland, Ohio 44102 

 

Independent Auditor's Report 

 

Report on the Financial Statements 

 

We have audited the accompanying financial statements of the HOPE Academy Northwest Campus, 

Cuyahoga County, Ohio, (the “School”) as of and for the year ended June 30, 2018, and the related notes 

to the financial statements, which collectively comprise the School’s basic financial statements as listed in 

the table of contents. 

 

Management’s Responsibility for the Financial Statements 

 

Management is responsible for the preparation and fair presentation of these financial statements in 

accordance with accounting principles generally accepted in the United States of America; this includes 

the design, implementation, and maintenance of internal control relevant to the preparation and fair 

presentation of financial statements that are free from material misstatement, whether due to fraud or 

error. 

 

Auditor’s Responsibility 

 

Our responsibility is to express an opinion on these financial statements based on our audit. We 

conducted our audit in accordance with auditing standards generally accepted in the United States of 

America and the standards applicable to financial audits contained in Government Auditing Standards, 

issued by the Comptroller General of the United States. Those standards require that we plan and perform 

the audit to obtain reasonable assurance about whether the financial statements are free from material 

misstatement. 

 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 

the financial statements. The procedures selected depend on the auditor’s judgment, including the 

assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 

In making those risk assessments, the auditor considers internal control relevant to the School’s 

preparation and fair presentation of the financial statements in order to design audit procedures that are 

appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 

the School’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating 

the appropriateness of accounting policies used and the reasonableness of significant accounting estimates 

made by management, as well as evaluating the overall presentation of the financial statements. 

 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 

our audit opinion. 
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HOPE Academy Northwest Campus 

Independent Auditor’s Report 

Page 2 of 2 

 

Opinion 

 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 

financial position of the School, as of June 30, 2018, and the changes in its financial position and its cash 

flows for the year then ended in accordance with accounting principles generally accepted in the United 

States of America. 

 

Emphasis of a Matter  

 

As described in Note 3, the School restated the net position balance to account for the implementation of 

GASB Statement No. 75, Accounting and Financial reporting for Postemployment Benefits other than 

Pensions. Our opinion is not modified with respect to this matter. 

 

Other Matters 

 

Required Supplementary Information 

 

Accounting principles generally accepted in the United States of America require that the Management’s 

Discussion and Analysis, Schedule of the School’s Proportionate Share of the Net Pension Liability, 

Schedule of the School’s Contributions-Pension, Schedule of the School’s Proportionate Share of the Net 

OPEB Liability, and Schedule of the School’s Contributions-OPEB on pages 3-7, 35, 36-37, 39 and 40-

41, respectively, be presented to supplement the basic financial statements. Such information, although 

not a part of the basic financial statements, is required by the Governmental Accounting Standards Board 

who considers it to be an essential part of financial reporting for placing the basic financial statements in 

an appropriate operational, economic, or historical context. We have applied certain limited procedures to 

the required supplementary information in accordance with auditing standards generally accepted in the 

United States of America, which consisted of inquiries of management about the methods of preparing the 

information and comparing the information for consistency with management’s responses to our 

inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic 

financial statements. We do not express an opinion or provide any assurance on the information because 

the limited procedures do not provide us with sufficient evidence to express an opinion or provide any 

assurance. 

 

Other Reporting Required by Government Auditing Standards 

 

In accordance with Government Auditing Standards, we have also issued our report dated December 27, 

2018 on our consideration of the School’s internal control over financial reporting and on our tests of its 

compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 

matters. The purpose of that report is solely to describe the scope of our testing of internal control over 

financial reporting and compliance and the results of that testing, and not to provide an opinion on the 

effectiveness of the School’s internal control over financial reporting or on compliance. That report is an 

integral part of an audit performed in accordance with Government Auditing Standards in considering the 

School’s internal control over financial reporting and compliance. 

 
       Medina, Ohio 
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The discussion and analysis of HOPE Academy Northwest Campus’ (the School) financial performance 
provides an overall review of the School’s financial activities for the fiscal year ended June 30, 2018.  
The intent of this discussion and analysis is to look at the School’s financial performance as a whole; 
readers should also review the financial statements and the notes to the financial statements to enhance 
their understanding of the School’s financial performance.  
 
The Management’s Discussion and Analysis (MD&A) is an element of the reporting model adopted by 
the Governmental Accounting Standards Board (GASB) in their Statement No. 34 Basic Financial 
Statements – and Management’s Discussion and Analysis – for State and Local Governments issued 
June 1999.  Certain comparative information between the current year and the prior year is required to be 
presented in the MD&A.   
 
Financial Highlights 
 

• In total, Net Position increased $1,102,824, which represents a 34.3 percent increase from 2017 
restated net position.  

 
• Total assets decreased $47,453, which represents a 10.9 percent decrease from 2017. 

  
• Total liabilities decreased $1,268,645, which represents an 37.4 percent decrease from 2017. 

 
• The School implemented GASB 75, which reduced beginning net position as previously reported 

by $511,555.  
 

• A decrease in net pension liability and net OPEB liability substantially decreased fringe benefits 
(reported as pension/OPEB expense) compared to fiscal year 2017. See further explanation after 
Table 1. 

 
The net pension liability (NPL) is the largest single liability reported by the School at June 30, 2018   and 
is reported pursuant to GASB Statement 68, Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27.   For fiscal year 2018, the School adopted GASB Statement 75, 
Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions, which 
significantly revises accounting for costs and liabilities related to other postemployment benefits (OPEB).  
For reasons discussed below, many end users of this financial statement will gain a clearer understanding 
of the School’s actual financial condition by adding deferred inflows related to pension and OPEB, the 
net pension liability and the net OPEB liability to the reported net position and subtracting deferred 
outflows related to pension and OPEB. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OPEB liability.  GASB 68 and 
GASB 75 take an earnings approach to pension and OPEB accounting; however, the nature of Ohio’s 
statewide pension/OPEB plans and state law governing those systems requires additional explanation in 
order to properly understand the information presented in these statements. 
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GASB 68 and GASB 75 require the net pension liability and the net OPEB liability to equal the School’s 
proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service  

2 Minus plan assets available to pay these benefits 
 
GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, 
benefits, and the promise of a future pension and other postemployment benefits.  GASB noted that the 
unfunded portion of this promise is a present obligation of the government, part of a bargained-for benefit 
to the employee, and should accordingly be reported by the government as a liability since they received 
the benefit of the exchange.  However, the School is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement systems to provide healthcare to eligible benefit recipients.  The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a 
specific, legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension/OPEB plan as against the public employer.  State law 
operates to mitigate/lessen the moral obligation of the public employer to the employee, because all 
parties enter the employment exchange with notice as to the law.  The retirement system is responsible for 
the administration of the pension and OPEB plans.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability.  As explained above, changes in benefits, 
contribution rates, and return on investments affect the balance of these liabilities, but are outside the 
control of the local government.  In the event that contributions, investment returns, and other changes are 
insufficient to keep up with required payments, State statute does not assign/identify the responsible party 
for the unfunded portion.  Due to the unique nature of how the net pension liability and the net OPEB 
liability are satisfied, these liabilities are separately identified within the long-term liability section of the 
statement of net position. 
 
In accordance with GASB 68 and GASB 75, the School’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB liability, respectively, not accounted for as 
deferred inflows/outflows.  
 
As a result of implementing GASB 75, the School is reporting a net OPEB liability and deferred 
inflows/outflows of resources related to OPEB on the accrual basis of accounting.  This implementation 
also had the effect of restating net position at June 30, 2017, from ($2,707,761) to ($3,219,316). 
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Using this Financial Report 
 
This report consists of three parts, the Required Supplementary Information, the financial statements, and 
notes to the financial statements.  The financial statements include a Statement of Net Position, a 
Statement of Revenues, Expenses and Changes in Net Position, and a Statement of Cash Flows. 
  
Statement of Net Position 
 
The Statement of Net Position answers the question of how well the School performed financially during 
2018. This statement includes all assets, deferred outflows of resources, liabilities, deferred inflows of 
resources, and net position, both financial and capital, and current and long-term, using the accrual basis 
of accounting, which is the accounting used by most private-sector companies. This basis of accounting 
takes into account all revenues and expenses during the year, regardless of when the cash is received or 
expended.  
 
Table 1 provides a summary of the School’s Net Position for fiscal year 2018 and fiscal year 2017. 
 

Restated
2018 2017

Assets
Current Assets 388,098$       432,877$       
Capital Assets, Net 0 2,674
Total Assets 388,098 435,551

Deferred Outflows 540,861 472,708

Liabilities
Current Liabilities 58,389 98,528
Long Term Liabilities 2,066,538 3,295,044
Total Liabilities 2,124,927 3,393,572

Deferred Inflows 920,524 734,003

Net Position
Investment in Capital Assets 0 2,674
Unrestricted (2,116,492) (3,221,990)
Total Net Position (2,116,492)$   (3,219,316)$    

(Table 1)
Statement of Net Position

 
Total assets decreased $47,453. This decrease was primarily due to the decrease in grant funding 
receivable. Current liabilities decreased $40,139. This decrease was primarily due to a decrease in grant 
funding payable. The significant decrease in Long Term Liability is largely the result of a change in 
benefit terms in which STRS reduced their COLA to zero coupled by a slight reduction in COLA benefits 
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by SERS. The significant changes in pension and OPEB deferred outflows and pension deferred inflows 
are primarily from changes in proportionate share of contributions.  All components of pension and 
OPEB accruals contribute to the fluctuations in deferred outflows/inflows and NPL/NOL and are 
described in more detail in their respective notes. 
 
Statement of Revenues, Expenses, and Changes in Net Position 
 
Table 2 shows the changes in Net Position for fiscal years 2018 and 2017, as well as a listing of revenues 
and expenses.  

 

2018 2017

Operating Revenue 1,998,988$     2,112,434$     
Non-Operating Revenue 545,682 584,216
Total Revenue 2,544,670 2,696,650

Operating Expenses 1,441,846 2,487,202

Change In Net Position 1,102,824$     209,448$       

(Table 2)
Change in Net Position

 
The information necessary to restate the 2017 beginning balances and the 2017 OPEB expense amounts 
for the effects of the initial implementation of GASB 75 is not available. Therefore, 2017 functional 
expenses still include OPEB expense of $1,655 computed under GASB 45. GASB 45 required 
recognizing pension expense equal to the contractually required contributions to the plan. Under GASB 
75, OPEB expense represents additional amounts earned, adjusted by deferred inflows/outflows. The 
contractually required contribution is no longer a component of OPEB expense. Under GASB 75, the 
2018 statements report negative OPEB expense of $86,719. Consequently, in order to compare 2018 total 
program expenses to 2017, the following adjustments are needed: 

 
Total 2018 Program Expenses under GASB 75 1,441,846$        

Negative OPEB Expense under GASB 75 86,719
2018 Contractually Required Contribution 1,056

Adjusted 2018 Program Expenses 1,529,621
Total 2017 Program Expenses under GASB 45 2,487,202
Decrease in Program Expenses not Related to OPEB (957,581)$         

 
The School’s operating and non-operating revenues were based on the School’s full-time enrollment 
(FTE) and the School’s federal grant funding received thoughout the year. The School’s total expenses 
decreased $1,045,356. This decrease was primarily due to the decrease in the Pension expense, as 
previously discussed.  The School’s most significant expenses, “Purchased Services: Management Fees” 
are a result of the management agreement in place between the School and WHLS of Ohio, LLC. The 
agreement provides that specific percentages of the revenues received by the School will be paid to 
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WHLS of Ohio, LLC to fund operations (see notes to the financial statements, note 8). See financial 
highlights for explanation of fluctuation in operating expenses. The negative expense reported by Pension 
& OPEB was also caused by these accruals. 
 
Capital Assets  
 
For the year ended June 30, 2018, all assets had been fully depreciated in a prior fiscal year. See Note 6 
for further information. 
 
Current Financial Issues 
 
The HOPE Academy Northwest Campus received revenue for 235 students in 2018.  State law governing 
community schools allows for the School to have open enrollment across traditional school district 
boundaries.   
 
The School receives its support almost entirely from state aid.  Per pupil revenue from state aid for the 
School averaged $8,506 in fiscal year 2018. The School receives additional revenues from grant 
subsidies. 
 
Although there is a possibility that state aid will be cut in future years due to the economic climate, the 
School feels that the relationship with the management company will insulate them from any significant 
change.  The relationship brings stability to the School since specific percentages of revenues are payable 
to the management company (see notes to the financial statements, note 8). 
 
   
Contacting the School’s Financial Management 
 
This financial report is designed to provide our readers with a general overview of the School’s finances 
and to show the School’s accountability for the money it receives.  If you have questions about this report 
or need additional information, contact the Fiscal Officer for the HOPE Academy Northwest Campus, 
3200 West Market Street, Suite 300, Akron, Ohio 44333. 
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ASSETS

Current Assets
Cash And Cash Equivalents 339,812$                     
Grant Funding Receivable 41,533
Prepaid Insurance 6,753

Total Assets 388,098

DEFERRED OUTFLOWS OF RESOURCES

Pension 525,267
OPEB 15,594

Total Deferred Outflows of Resources 540,861

LIABILITIES

Current Liabilities
Accounts Payable 58,389

Total Current Liabilities 58,389

Long Term Liabilities
Net Pension Liability 1,727,104
Net OPEB Liability 339,434

Total Long Term Liabilities 2,066,538

Total Liabilities 2,124,927

DEFERRED INFLOWS OF RESOURCES

Pension 820,584
OPEB 99,940

Total Deferred Inflows of Resources 920,524

NET POSITION

Unrestricted Net Position (2,116,492)

Total Net Position (2,116,492)$                

Hope Academy Northwest Campus

Statement of Net Position
June 30, 2018

Cuyahoga County, Ohio

8
See accompanying notes to the basic financial statements.
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OPERATING REVENUES

State Basic Aid 1,937,884$                 
Facilities Aid 45,814
3rd Grade Reading Bonus 2,957
Casino Revenue 12,333

Total Operating Revenues 1,998,988

OPERATING EXPENSES

Purchased Services: Management Fees 1,877,389
Purchased Services: Federal Grants 520,706
Purchased Services: State Grants 2,845
Sponsorship Fees 57,966
Pension & OPEB (1,110,137)
Board of Education 34,743
Legal 21,739
Accounting & Auditing 25,208
Insurance: D&O & Liability 8,713
Depreciation 2,674

Total Operating Expenses 1,441,846

Operating Income (Loss) 557,142

NON-OPERATING REVENUES

Federal and State Grants 523,551
Miscellaneous Revenue 17,940
Interest 4,191

Total Non-Operating Revenues 545,682

Change in Net Position 1,102,824

Net Position Beginning of Year (Restated) (3,219,316)

Net Position End of Year (2,116,492)$                

Hope Academy Northwest Campus

Statement of Revenues, Expenses, and Changes in Net Position
For the Fiscal Year Ended June 30, 2018

Cuyahoga County, Ohio

9
See accompanying notes to the basic financial statements.
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INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH FLOWS FROM OPERATING ACTIVITIES

Cash Received From State Aid 1,998,678$                   
Cash Payments To Suppliers For Goods And Services (2,500,462)

                                       
Net Cash Used For Operating Activities (501,784)

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Cash Received From Grant Programs 482,018
Cash Received From Miscellaneous Revenue 17,940

Net Cash Received From Noncapital Financing Activities 499,958

CASH FLOWS FROM INVESTING ACTIVITIES

Cash Received From Interest 4,191

Net Increase in Cash and Cash Equivalents 2,365

Cash and Cash Equivalents at Beginning of Year 337,447
                                       

Cash and Cash Equivalents at End of Year 339,812$                      
                                       

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH
USED FOR OPERATING ACTIVITIES

Operating Income (Loss) 557,142$                      

ADJUSTMENTS TO RECONCILE OPERATING INCOME (LOSS) TO NET
CASH USED FOR OPERATING ACTIVITIES

Depreciation 2,674

Changes in Assets, Liabilities, and Deferred Outflows/Inflows:
Continuing Fees Receivable 5,358
Prepaids (417)
Deferred Outflows of Resources (68,153)
Deferred Inflows of Resources 186,521
Accounts Payable 49,265
State Aid Payable (5,668)
Net Pension/OPEB Liability (1,228,506)

                                       
Total Adjustments (1,058,926)

                                       
Net Cash Used For Operating Activities (501,784)$                     

For the Fiscal Year Ended June 30, 2018

Hope Academy Northwest Campus

Statement of Cash Flows
Cuyahoga County, Ohio

10
See accompanying notes to the basic financial statements.
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NOTE 1 - DESCRIPTION OF THE SCHOOL AND REPORTING ENTITY 
 

HOPE Academy Northwest Campus (the School) is a federal tax exempt 501(c)(3) and state nonprofit 
corporation established pursuant to Ohio Rev. Code Chapters 3314 and 1702 to maintain and provide a 
school exclusively for any educational, literary, scientific and related teaching service. The School, which 
is part of the State’s education program, is independent of any school district.  The School may sue and be 
sued, acquire facilities as needed, and contract for any services necessary for the operation of the School.  
 
The School contracts with WHLS of Ohio, LLC for most of its functions (see Note 8).  WHLS of Ohio, 
LLC is under ownership of ACCEL Schools of Ohio, LLC. 
 
The School was approved for operation under contract with the The Ohio Council of Community Schools 
(Sponsor) for a period of five years from July 1, 2015 through June 30, 2019.  The School operates under 
a self-appointing, five-member Board of Directors (the Board).  The School’s Code of Regulations specify 
that vacancies that arise on the Board will be filled by the appointment of a successor director by a majority 
vote of the then existing directors. The Board is responsible for carrying out the provisions of the contract 
with the Sponsor, which include, but are not limited to, state-mandated provisions regarding student 
population, curriculum, academic goals, performance standards, admission standards, and qualifications of 
teachers. The School has one instructional/support facility, which is leased by WHLS of Ohio, LLC. The 
facility is staffed with teaching personnel employed by WHLS of Ohio, LLC, who provide services to 235 
students. The Board also operates the Life Skills Center of North Akron in the city of Akron. 

 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The financial statements of the School have been prepared in conformity with generally accepted 
accounting principles as applied to governmental nonprofit organizations. The Governmental Accounting 
Standards Board (GASB) is the accepted standard-setting body for establishing governmental accounting 
and financial reporting principles. The more significant of the School’s accounting policies are described 
below. 
 
Basis of Presentation 

 
The School’s financial statements consist of a Statement of Net Position, a Statement of Revenues, 
Expenses and Changes in Net Position, and a Statement of Cash Flows. Enterprise fund reporting focuses 
on the determination of the change in Net Position, financial position and cash flows. 

 
Auditor of State of Ohio Bulletin No. 2000-005 requires the presentation of all financial activity to be 
reported within one enterprise fund for year-end reporting purposes. Enterprise accounting is used to 
account for operations that are financed and operated in a manner similar to private business enterprises 
where the intent is that the costs (expenses) of providing goods or services to the general public on a 
continuing basis be financed or recovered primarily through user charges. 
 
Measurement Focus and Basis of Accounting 

 
The accounting and financial reporting treatment applied to a fund is determined by its measurement focus.  
Enterprise accounting uses a flow of economic resources measurement focus.  With this measurement 
focus, all assets and deferred outflows of resources as well as all liabilities and deferred inflows of resources 
are included on the Statement of Net Position. Operating statements present increases (i.e., revenues) and 
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decreases (i.e., expenses) in Net Position. The accrual basis of accounting is utilized for reporting purposes. 
Revenues are recognized when they are earned, and expenses are recognized when they are incurred. 

 
Budgetary Process 

 
Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C).  However, unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter 5705, unless specifically provided in the contract between the School and its Sponsor. The contract 
between the School and its Sponsor does not require the School to follow the provisions Ohio Revised Code 
Chapter 5705; therefore, no budgetary information is presented in the basic financial statements.   

 
Cash and Cash Equivalents 

 
All cash received by the School is maintained in a demand deposit account and STAR Ohio. For purposes 
of the Statement of Cash Flows and for presentation on the Statement of Net Position, investments with an 
original maturity of three months or less at the time they are purchased are considered to be cash 
equivalents. 
 
During the year 2018, the School invested in STAR Ohio.  STAR Ohio (the State Treasury Asset Reserve 
of Ohio), is an investment pool managed by the State Treasurer’s Office which allows governments within 
the State to pool their funds for investment purposes.  STAR Ohio is not registered with the SEC as an 
investment company, but has adopted Governmental Accounting Standards Board (GASB), Statement No. 
79, Certain External Investment Pools and Pool Participants.  The School measures their investment in 
STAR Ohio at the net asset value (NAV) per share provided by STAR Ohio. The NAV per share is 
calculated on an amortized cost basis that provides an NAV per share that approximates fair value. 
 
For the fiscal year 2018, there were no limitations or restrictions on any participant withdrawals due to 
redemption notice periods, liquidity fees, or redemption gates.  However, notice must be given 24 hours in 
advance of all deposits and withdrawals exceeding $25 million. STAR Ohio reserves the right to limit the 
transaction to $100 million, requiring the excess amount to be transacted the following business day(s), but 
only to the $100 million limit. All accounts of the participant will be combined for these purposes. 
 
Intergovernmental Revenues 

 
The School currently participates in the State Foundation Program, Facilities Aid and casino tax 
distributions, which are reflected under “Operating revenues” on the Statement of Revenues, Expenses, and 
Changes in Net Position.  Revenues received from these programs are recognized as operating revenue in 
the accounting period in which all eligibility requirements have been met. 

 
Non-exchange transactions, in which the School receives value without directly giving equal value in 
return, include grants, entitlements, and contributions. Grants, entitlements, and contributions are 
recognized as non-operating revenues in the accounting period in which all eligibility requirements have 
been met. 
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Eligibility requirements include timing requirements, which specify the year when the resources are 
required to be used or the fiscal year when use is first permitted; matching requirements, in which the school 
must provide local resources to be used for a specified purpose; and expenditure requirements, in which the 
resources are provided to the School on a reimbursement basis.  

 
Capital Assets and Depreciation 

 
For purposes of recording capital assets, the Board has a capitalization threshold of $5,000.  

 
Depreciation is computed by the straight-line method over five years for “Equipment.” 
 
Aside from those mentioned above, the School has no other capital assets, as the School operates under a 
management agreement with WHLS of Ohio, LLC (see Note 8). 

 
Use of Estimates 

 
In preparing the financial statements, management is sometimes required to make estimates and 
assumptions that affect the reported amounts of assets and liabilities, the disclosure of contingent assets, 
deferred outflows of resources, liabilities and deferred inflows of resources at the date of the financial 
statements, and the reported amounts of revenues and expenses during the reporting period.  Actual results 
could differ from those estimates. 
 
Net Position 
 
Net Position represents the difference between assets and deferred outflows of resources, and liabilities and 
deferred inflows of resources. The School applies restricted resources first when an expense is incurred for 
purposes for which both restricted and unrestricted net position is available. 
 
Operating Revenues and Expenses 
 
Operating revenues are those revenues that are generated directly from the School’s primary activities. For 
the School, these revenues are primarily state aid payments. Operating expenses are necessary costs incurred 
to provide the goods and services that are the primary activities of the School. Revenues and expenses not 
meeting this definition are reported as non-operating. 

 
Pensions and Other Postemployment Benefits (OPEB) 
 
For purposes of measuring the net pension/OPEB liability, deferred outflows of resources and deferred 
inflows of resources related to pension/OPEB, and pension/OPEB expense; information about the fiduciary 
net position of the pension/OPEB plans and additions to/deductions from their fiduciary net positon have 
been determined on the same basis as they are reported by the pension/OPEB plan.  For this purpose, benefit 
payments (including refunds of employee contributions) are recognized when due and payable in 
accordance with the benefit terms.  The pension/OPEB plans report investments at fair value. 
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Deferred Outflows/Inflows of Resources  
 
In addition to assets, the statements of financial position will sometimes report a separate section for 
deferred outflows of resources. Deferred outflows of resources represent a consumption of net position that 
applies to a future period and will not be recognized as an outflow of resources (expense/expenditure) until 
then. For the School, deferred outflows of resources are reported on the statement of net position for pension 
and OPEB. The deferred outflows of resources related to pension and OPEB plans are explained in Notes 
11 and 12. 
 
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. For the School, deferred inflows of resources include 
pension and OPEB, which are reported on the statement of net position. (See Notes 11 and 12). 
 
Prepaid 

 
Payments made to vendors for services that will benefit periods beyond June 30, 2018, are recorded as 
prepaid items using the consumption method. A current asset for the prepaid amount is recorded at the time 
of purchase and an expenditure/expense is reported in the year which services are consumed.  
 
NOTE 3 - CHANGE IN ACCOUNTING PRINCIPLES 
 
For the fiscal year ended June 30, 2018, the School has implemented Governmental Accounting Standards 
Board (GASB) Statement No. 75, Accounting and Financial reporting for Postemployment Benefits other 
than Pensions, GASB Statement No. 81, Irrevocable Split-Interest Agreements, GASB Statement No. 85, 
Omnibus 2017 and GASB Statement No. 86, Certain Debt Extinguishments. 
 
GASB Statement No. 75 requires recognition of the entire net postemployment benefits other than pensions 
(other postemployment benefits or OPEB) liability and a more comprehensive measure of postemployment 
benefits expense for OPEB provided to the employees of state and local governmental employers through 
OPEB plans that are administered through trusts or equivalent arrangements. The implementation of GASB 
Statement No. 75 resulted in the inclusion of net OPEB liability and OPEB expense components on the 
financial statements.  See below for the effect on net position as previously reported. 
  

 
Other than employer contributions subsequent to the measurement date, the School made no restatement 
for deferred inflows/outflows of resources as the information needed to generate these restatements was not 
available. 
 
GASB Statement No. 81 requires that a government that receives resources pursuant to an irrevocable split-
interest agreement recognize assets, liabilities, and deferred inflows of resources at the inception of the 
agreement. Furthermore, it requires that a government recognize assets representing its beneficial interests 

Net Position, June 30, 2017 (2,707,761)$       
Adjustments:

Net OPEB Liability (513,210)
Deferred Outflow-Payments Subsequent to Measurement Date 1,655

Restated Net Position, July 1, 2017 (3,219,316)$       
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in irrevocable split-interest agreements that are administered by a third party, if the government controls 
the present service capacity of the beneficial interests. This Statement also requires that a government 
recognize revenue when the resources become applicable to the reporting period.  The implementation of 
GASB Statement No. 81 did not have an effect on the financial statements of the School. 
 
GASB Statement No. 85 addresses a variety of topics including issues related to blending component units, 
goodwill, fair value measurement and application, and postemployment benefits. These changes were 
incorporated in the School’s fiscal year 2018 financial statements; however, there was no effect on 
beginning net position.  
 
GASB Statement No. 86 addresses the reporting and disclosure requirements of certain debt 
extinguishments including in-substance defeasance transactions and prepaid insurance associated with debt 
that is extinguished. The implementation of GASB Statement No. 86 did not have an effect on the financial 
statements of the School.  
 
NOTE 4 - DEPOSITS AND INVESTMENTS 
 
Protection of the School’s deposits is provided by the Federal Deposit Insurance Corporation (FDIC), by 
eligible securities pledged by the financial institution as security for repayment, or by the financial 
institutions participation in the Ohio Pooled Collateral System (OPCS), a collateral pool of eligible 
securities deposited with a qualified trustee and pledged to the Treasurer of State to secure the repayment 
of all public monies deposited in the financial institution. 
 
Investments 
 
As of June 30, 2018, the School had the following investment: 
 

Investment Type
Measurement

Value

Investment Maturity
3 Months
or Less

Percentage of
Total

STAROhio 106,416$              106,416$                100%

 
Interest Rate Risk:  As a means of limiting its exposure to fair value losses arising from rising interest rates 
and according to state law, the School’s investment policy limits investment portfolio maturities to five 
years or less.  

 
Credit Risk:  STAR Ohio is an investment pool operated by the Ohio State Treasurer. It is unclassified since 
it is not evidenced by securities that exist in physical or book entry form. Ohio law requires STAR Ohio 
maintain the highest rating provided by at least one nationally recognized standard rating service. The 
weighted average of maturity of the portfolio held by STAR Ohio as of June 30, 2018, is 49 days and carries 
a rating of AAAm by S&P Global Ratings. 
 
Concentration of Credit Risk:  The School places no limit on the amount that may be invested in any one 
issuer.   
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NOTE 5 - GRANTS FUNDING RECEIVABLE 
 
The School has recorded “Grants funding receivable” in the amount of $41,533 to account for the remainder 
of State and Federal awards allocated to the School, but not received as of June 30, 2018. 
 
NOTE 6 - CAPITAL ASSETS AND DEPRECIATION 

 
As of June 30, 2018, the School’s capital assets are fully depreciated. 

 
NOTE 7 - RISK MANAGEMENT 

 
Property and Liability: The School is exposed to various risks of loss related to torts; theft or damage to, 
and destruction of assets; errors and omissions; injuries to employees; and natural disasters. As part of its 
management agreement with WHLS of Ohio, LLC, WHLS of Ohio, LLC has contracted with an insurance 
company for property and general liability insurance pursuant to the management agreement. (see Note 8). 
There were no significant reduction in insurance coverage from the prior year and claims did not exceed 
insurance coverage over the past three years.  
 
Director and Officer: Coverage has been purchased by the School with a $2,000,000 aggregate limit and a 
$5,000, $15,000, or $50,000 deductible, depending on the claim. 
 
NOTE 8 - AGREEMENT WITH WHLS OF OHIO, LLC 

 
Effective January 22, 2009, the School extended its management agreement (Agreement) with WHLS of 
Ohio, LLC, which is an educational consulting and management company.  The Agreement’s term will end 
on June 30, 2019.  The Agreement will renew for an additional, successive five (5) year term unless one 
party notifies the other party by January 1st of the then-current year of its intention to not renew the 
agreement. Substantially all functions of the School have been contracted to WHLS of Ohio, LLC.  WHLS 
of Ohio, LLC is responsible and accountable to the School’s Board of Directors for the administration and 
operation of the School. Effective July 1, 2009, the School is required to pay WHLS of Ohio, LLC a 
monthly continuing fee of 94 1/2 percent of the School's “Qualified Gross Revenues”, defined as, all 
revenues and income received by the School except for charitable contributions and also WHLS of Ohio, 
LLC shall receive 100 percent of any and all grants or funding of any kind generated by WHLS of Ohio, 
LLC, and its affiliates beyond the regular per pupil state funding received by the School, (not including Ed 

Balance Balance
06/30/2017 Additions Reductions 6/30/2018

Capital Assets, Being Depreciated
Equipment 134,560$      0$                0$                     134,560$      

Total Capital Assets, Being Depreciated 134,560        0                  0                       134,560        

Less: Accumulated Depreciation
Equipment (131,886)      (2,674)          0 (134,560)      

Total Accumulated Depreciation (131,886)      (2,674)          0                       (134,560)      

Total Capital Assets Being Depreciated, Net 2,674$          (2,674)$        0$                     0$                 
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Jobs ) subject to any terms and conditions attached to the grants, if any.  The continuing fee is paid to 
WHLS of Ohio, LLC based on the qualified gross revenues.  
 
The School had purchased service expenses for the year ended June 30, 2018, to WHLS of Ohio, LLC of 
$2,400,940, of which $48,172 was a payable to WHLS of Ohio, LLC as of June 30, 2018. WHLS of Ohio, 
LLC will be responsible for all costs incurred in providing the educational program at the School, which 
include but are not limited to, salaries and benefits of all personnel, curriculum materials, textbooks, library 
books, computers and other equipment, software, supplies, building payments, maintenance, capital, and 
insurance. 

 
NOTE 9 - SPONSORSHIP FEES 

 
Under Paragraph D(2) of the sponsor contract with The Ohio Council of Community Schools (OCCS), it 
states that the School “…shall pay to the Sponsor, the amount of 3 percent of all state funds received each 
year by the School, in consideration for the time, organization, oversight, fees, and costs of the Sponsor 
pursuant to the contract.”  Such fees are paid to OCCS monthly.  As indicated on the Statement of Revenues, 
Expenses, and Changes in Net Position, the School incurred $57,966 in sponsorship fees to OCCS. 

 
NOTE 10 - MANAGEMENT COMPANY EXPENSES 
 
For the year ended June 30, 2018, WHLS of Ohio, LLC and its affiliates incurred the following expenses 
on behalf of the School. 
 

 
Overhead charges are assigned to the School based on a percentage of revenue.  These charges represent 
the indirect cost of services provided in the operation of the School.  Such services include, but are not 
limited to facilities management, equipment, operational support services, management and management 
consulting, board relations, human resources management, training and orientation, financial reporting and 
compliance, purchasing and procurement, education services, technology support and marketing and 
communications.  
 
  

Regular 
Instruction

(1100 Function 
Codes)

Special 
Instruction

(1200 Function 
Codes)

Support 
Services

(2000 Function 
Codes)

Non-Instructional 
(3000 through 
7000 Function 

Codes)

Total

Direct Expenses: 
Salaries & Wages (100 Object Codes) 674,888$        -$                125,175$        -$                     800,063$    
Employees’ Benefits (200 Object Codes) 198,394          -                  42,532            -                       240,926      
Professional & Technical Services (410 Object Codes) 23,173            292,391          253,571          -                       569,135      
Property Services (420 Object Codes) -                  -                  420,438          -                       420,438      
Utilities (450 Object Codes) -                  -                  67,040            -                       67,040        
Contracted Craft or Trade Services (460 Object Codes) -                  -                  -                  113,869               113,869      
Transportation (480 Object Codes) -                  -                  7,831              -                       7,831          
Supplies (500 Object Codes) 48,728            2,209              27,450            -                       78,387        
Other Direct Costs (All Other Object Codes) -                  -                  123,618          -                       123,618      
Indirect Expenses:
Overhead -                  -                  225,138          -                       225,138      
  
Total Expenses 945,183$        294,600$        1,292,793$     113,869$             2,646,445$ 
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NOTE 11 - DEFINED BENEFIT PENSION PLANS 
 

Net Pension Liability 
 
The net pension liability reported on the statement of net position represents a liability to employees for 
pensions. Pensions are a component of exchange transactions—between an employer and its employees—
of salaries and benefits for employee services.  Pensions are provided to an employee—on a deferred-
payment basis—as part of the total compensation package offered by an employer for employee services 
each financial period.  The obligation to sacrifice resources for pensions is a present obligation because it 
was created as a result of employment exchanges that already have occurred. 

 
The net pension liability represents the School’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future events 
require adjusting this estimate annually.   

 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which pensions are financed; however, the School 
does receive the benefit of employees’ services in exchange for compensation including pension.  

 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form of 
withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State legislature.  Any resulting legislative change to benefits or funding could 
significantly affect the net pension liability.  Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability 
on the accrual basis of accounting.  Any liability for the contractually-required pension contribution 
outstanding at the end of the year is included in accounts payable.   

 
Plan Description - School Employees Retirement System (SERS) 
 
Plan Description – School non-teaching employees participate in SERS, a statewide, cost-sharing multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability and 
survivor benefits to plan members and beneficiaries.  Authority to establish and amend benefits is provided 
by Ohio Revised Code Chapter 3309.  SERS issues a publicly available, stand-alone financial report that 
includes financial statements, required supplementary information and detailed information about SERS’ 
fiduciary net position.  That report can be obtained by visiting the SERS website at www.ohsers.org under 
Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 
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Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
When a benefit recipient has received benefits for 12 months, an annual COLA is provided. This COLA is 
calculated on the base retirement benefit at the date of retirement and is not compounded. For those retiring 
prior to January 7, 2013, the COLA will continue to be a three percent simple annual COLA. For those 
retiring after January 7, 2013, beginning in calendar year 2019, the COLA will be based on the average 
percentage increase in the Consumer Price Index, capped at three percent. 
  
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and the 
School is required to contribute 14 percent of annual covered payroll.  The contribution requirements of 
plan members and employers are established and may be amended by the SERS’ Retirement Board up to 
statutory maximum amounts of 10 percent for plan members and 14 percent for employers.  The Retirement 
Board, acting with the advice of the actuary, allocates the employer contribution rate among four of the 
System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care Fund).  For 
the fiscal year ended June 30, 2018, the allocation to pension, death benefits, and Medicare B was 14 
percent.  SERS allocated 0.5 percent of employer contributions to the Health Care Fund for fiscal year 
2018. 
 
The School’s contractually required contribution to SERS was $9,822 for fiscal year 2018.  
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS issues 
a stand-alone financial report that includes financial statements, required supplementary information and 
detailed information about STRS’ fiduciary net position.  That report can be obtained by writing to STRS, 
275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the STRS Web site 
at www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined Contribution 
(DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307.  The DB 
plan offers an annual retirement allowance based on final average salary multiplied by a percentage that 
varies based on years of service.  Effective August 1, 2015, the calculation was 2.2 percent of final average 
salary for the five highest years of earnings multiplied by all years of service. Members are eligible to retire 
at age 60 with five years of qualifying service credit, or at age 55 with 26 years of service, or 31 years of 
service regardless of age.  Eligibility changes will be phased in until August 1, 2026, when retirement 

Eligible to Retire on or before Eligible to Retire on or after
August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
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eligibility for unreduced benefits will be five years of service credit and age 65, or 35 years of service credit 
and at least age 60. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by the 
member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined benefit 
unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination of 
employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
Member contributions to the DC Plan are allocated among investment choices by the member, and 
contributions to the DB Plan from the employer and the member are used to fund the defined benefit 
payment at a reduced level from the regular DB Plan. The defined benefit portion of the Combined Plan 
payment is payable to a member on or after age 60 with five years of service. The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity 
after termination of employment at age 50 or later. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another STRS plan.  The optional annuitization of a member’s defined contribution account or the defined 
contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS bearing 
the risk of investment gain or loss on the account.  STRS has therefore included all three plan options as 
one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least ten 
years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers Retirement 
Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 30, 2018, 
plan members were required to contribute 14 percent of their annual covered salary. The School was 
required to contribute 14 percent; the entire 14 percent was the portion used to fund pension obligations.  
The fiscal year 2018 contribution rates were equal to the statutory maximum rates. 

 
The School’s contractually required contribution to STRS was $102,513 for fiscal year 2018.  
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
 
The net pension liability was measured as of June 30, 2017, and the total pension liability used to calculate 
the net pension liability was determined by an independent actuarial valuation as of that date. The School's 
employer allocation percentage of the net pension liability was based on the employer’s share of employer 
contributions in the pension plan relative to the total employer contributions of all participating employers. 
Following is information related to the proportionate share and pension expense: 
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Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to the 
difference between projected and actual investment earnings, differences between expected and actual 
actuarial experience, changes in assumptions and changes in the School’s proportion of the collective net 
pension liability. The deferred outflows and deferred inflows are to be included in pension expense over 
current and future periods. The difference between projected and actual investment earnings is recognized 
in pension expense using a straight line method over a five year period beginning in the current year. 
Deferred outflows and deferred inflows resulting from changes in sources other than differences between 
projected and actual investment earnings are amortized over the average expected remaining service lives 
of all members (both active and inactive) using the straight line method. Employer contributions to the 
pension plan subsequent to the measurement date are also required to be reported as a deferred outflow of 
resources. 
 
At June 30, 2018 the School reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  
 

 
$112,335 reported as deferred outflows of resources related to pension resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net pension liability in the 
fiscal year ending June 30, 2019.  Other amounts reported as deferred outflows of resources and deferred 
inflows of resources related to pension will be recognized in pension expense as follows:  

SERS STRS Total
Proportion of the Net Pension Liability:

Current Measurement Date 0.00324260% 0.00645486%
Prior Measurement Date 0.00474740% 0.00727263%

Change in Proportionate Share -0.00150480% -0.00081777%

Proportionate Share of the Net 
  Pension Liability 193,738$             1,533,366$           1,727,104$         
Pension Expense (87,795)$              (822,232)$            (910,027)$          

SERS STRS Total
Deferred Outflows of Resources
Differences between Expected and 
  Actual Experience 8,338$                 59,211$               67,549$             
Changes of Assumptions 10,018 335,364 345,382
School Contributions Subsequent to the 
  Measurement Date 9,822 102,514 112,336
Total Deferred Outflows of Resources 28,178$               497,089$             525,267$           

Deferred Inflows of Resources
Differences between Expected and 
  Actual Experience 0$                       12,358$               12,358$             
Net Difference between Projected and 
  Actual Earnings on Pension Plan Investments 917 50,601 51,518
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 156,680 600,028 756,708
Total Deferred Inflows of Resources 157,597$             662,987$             820,584$           
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Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 
67, as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment terminations).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time of 
each valuation and the historical pattern of sharing benefit costs between the employers and plan members 
to that point. The projection of benefits for financial reporting purposes does not explicitly incorporate the 
potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration the 
benefits, if any, paid to the employee after termination of employment until the death of the employee and 
any applicable contingent annuitant. In many cases, actuarial calculations reflect several decades of service 
with the employer and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial valuation, 
prepared as of June 30, 2017, are presented below: 
 

 
 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection and a five year age set-back for both males and females.  Mortality among 
service retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection with Scale BB, 120 percent of male rates and 110 percent of female rates.  
Mortality among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 percent for 
male rates and 100 percent for female rates, set back five years is used for the period after disability 
retirement.  

SERS STRS Total
Fiscal Year Ending June 30:

2019 (73,064)$              (161,153)$            (234,217)$          
2020 (45,835) (92,312) (138,147)
2021 (15,824) 6,412 (9,412)
2022 (4,518) (21,359) (25,877)

(139,241)$            (268,412)$            (407,653)$          

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
COLA or Ad Hoc COLA 2.50 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)
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The actuarial assumptions used in the June 30, 2017 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, payroll 
growth assumption and assumed real wage growth were reduced in the most recent actuarial valuation.  The 
rates of withdrawal, retirement and disability updated to reflect recent experience and mortality rates were 
also updated. 
 
The long-term return expectation for the Pension Plan Investments has been determined by using a building-
block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  A 
forecasted rate of inflation serves as the baseline for the return expectation.  Various real return premiums 
over the baseline inflation rate have been established for each asset class.  The long-term expected nominal 
rate of return has been determined by calculating an arithmetic weighted average of the expected real return 
premiums for each asset class, adding the projected inflation rate, and adding the expected return from 
rebalancing uncorrelated asset classes. The target allocation and best estimates of arithmetic real rates of 
return for each major assets class are summarized in the following table: 

 
 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers and 
from the members would be computed based on contribution requirements as stipulated by State statute.  
Projected inflows from investment earnings were calculated using the long-term assumed investment rate 
of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position was projected to be 
available to make all future benefit payments of current plan members.  Therefore, the long-term expected 
rate of return on pension plan investments was applied to all periods of projected benefits to determine the 
total pension liability.   
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the School’s proportionate share of the net pension liability calculated using 
the discount rate of 7.50 percent, as well as what each plan’s net pension liability would be if it were 
calculated using a discount rate that is one percentage point lower (6.50 percent), or one percentage point 
higher (8.50 percent) than the current rate. 

 
 
 

Asset Class
Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return

1% Decrease
(6.50%)

Current 
Discount Rate

(7.50%)
1% Increase 

(8.50%)
School's Proportionate Share
  of the Net Pension Liability 268,858$             193,738$             130,810$           
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Actuarial Assumptions - STRS 
 
The total pension liability in the June 30, 2017, actuarial valuation was determined using the following 
actuarial assumptions, applied to all periods included in the measurement:  
 

 
 
Post-retirement mortality rates for healthy retirees are based on the RP-2014 Annuitant Mortality Table 
with 50 percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates 
between ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using 
mortality improvement scale MP-2016. Post-retirement disabled mortality rates are based on the RP-2014 
Disabled Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected 
forward generationally using mortality improvement scale MP-2016. Pre-retirement mortality rates are 
based on RP-2014 Employee Mortality Table, projected forward generationally using mortality 
improvement scale MP-2016. 
 
Actuarial assumptions used in the July 1, 2017, valuation are based on the results of an actuarial experience 
study for the period July 1, 2011 through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on the 
target allocation adopted by the Retirement Board. The target allocation and long-term expected rate of 
return for each major asset class are summarized as follows:  
 

 
 

*The target allocation percentage is effective as of July 1, 2017. Target weights will be phased in over a 
24-month period concluding on July 1, 2019. 
 
**Ten year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25 
percent and does not include investment expenses. Over a 30-year period, STRS’ investment consultant 
indicates that the above target allocations should generate a return above the actuarial rate of return, without 
net value added by management. 
 

Inflation 2.50 percent
Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Cost-of-Living Adjustments 0.00 percent effective July 1, 2017

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected
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Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 30, 
2017. The projection of cash flows used to determine the discount rate assumes member and employer 
contributions will be made at the statutory contribution rates in accordance with rate increases described 
above.  For this purpose, only employer contributions that are intended to fund benefits of current plan 
members and their beneficiaries are included. Based on those assumptions, STRS’ fiduciary net position 
was projected to be available to make all projected future benefit payments to current plan members as of 
June 30, 2017. Therefore, the long-term expected rate of return on pension plan investments of 7.45 percent 
was applied to all periods of projected benefit payments to determine the total pension liability as of June 
30, 2017. 
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the School's proportionate share of the net pension liability as of June 
30, 2017, calculated using the current period discount rate assumption of 7.45 percent, as well as what the 
School's proportionate share of the net pension liability would be if it were calculated using a discount rate 
that is one-percentage-point lower (6.45 percent) or one-percentage-point higher (8.45 percent) than the 
current assumption:  

 
 
Assumption Changes since the Prior Measurement Date 
The Retirement Board approved several changes to the actuarial assumptions in 2017. The long term 
expected rate of return was reduced from 7.75 percent to 7.45 percent, the inflation assumption was lowered 
from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered to 3.00 percent, and total 
salary increases rate was lowered by decreasing the merit component of the individual salary increases, in 
addition to a decrease of 0.25 percent due to lower inflation. The healthy and disabled mortality assumptions 
were updated to the RP-2014 mortality tables with generational improvement scale MP-2016. Rates of 
retirement, termination and disability were modified to better reflect anticipated future experience. 
 
Benefit Term Changes since the Prior Measurement Date 
Effective July 1, 2017, the COLA was reduced to zero.  
 
NOTE 12 - POSTEMPLOYMENT BENEFITS 

 
Net OPEB Liability 

 
The net OPEB liability reported on the statement of net position represents a liability to employees for 
OPEB. OPEB is a component of exchange transactions-–between an employer and its employees—of 
salaries and benefits for employee services.  OPEB are provided to an employee—on a deferred-payment 
basis—as part of the total compensation package offered by an employer for employee services each 
financial period.  The obligation to sacrifice resources for OPEB is a present obligation because it was 
created as a result of employment exchanges that already have occurred. 

 
The net OPEB liability represents the School’s proportionate share of each OPEB plan’s collective actuarial 
present value of projected benefit payments attributable to past periods of service, net of each OPEB plan’s 
fiduciary net position.  The net OPEB liability calculation is dependent on critical long-term variables, 

1% Decrease
(6.45%)

Current 
Discount Rate

(7.45%)
1% Increase 

(8.45%)
School's Proportionate Share
  of the Net Pension Liability 2,198,028$           1,533,366$           973,488$           

Attachment 26: Audited Financial Statements Page 3300



Hope Academy Northwest Campus 
Cuyahoga County, Ohio 

Notes to the Basic Financial Statements 
For the Fiscal Year Ended June 30, 2018 

 
 

26 
 

including estimated average life expectancies, earnings on investments, cost of living adjustments and 
others.  While these estimates use the best information available, unknowable future events require 
adjusting these estimates annually.   

 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which OPEB are financed; however, the School does 
receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the liability is solely the obligation of the employer, because they benefit from employee 
services.  OPEB contributions come from these employers and health care plan enrollees which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change to 
benefits or funding could significantly affect the net OPEB liability. Resulting adjustments to the net OPEB 
liability would be effective when the changes are legally enforceable. The retirement systems may allocate 
a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB liability on 
the accrual basis of accounting.  Any liability for the contractually-required OPEB contribution outstanding 
at the end of the year is included in accounts payable. 

 
Plan Description - School Employees Retirement System (SERS) 
 
Health Care Plan Description - The School contributes to the SERS Health Care Fund, administered by 
SERS for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered 
a cost-sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most types 
of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and service 
retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to the death 
of a member or retiree, are eligible for SERS’ health care coverage. Most retirees and dependents choosing 
SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully insured Medicare 
Advantage plan; however, SERS maintains a traditional, self-insured preferred provider organization for 
its non-Medicare retiree population. For both groups, SERS offers a self-insured prescription drug program. 
Health care is a benefit that is permitted, not mandated, by statute.  The financial report of the Plan is 
included in the SERS Comprehensive Annual Financial Report which can be obtained on SERS’ website 
at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the Ohio 
Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the plan 
selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required pensions and benefits, the Retirement 
Board may allocate the remainder of the employer contribution of 14 percent of covered payroll to the 
Health Care Fund in accordance with the funding policy. For fiscal year 2018, .5 percent of covered payroll 
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was made to health care. An additional health care surcharge on employers is collected for employees 
earning less than an actuarially determined minimum compensation amount, pro-rated if less than a full 
year of service credit was earned. For fiscal year 2018, this amount was $23,700. Statutes provide that no 
employer shall pay a health care surcharge greater than 2 percent of that employer’s SERS-covered payroll; 
nor may SERS collect in aggregate more than 1.5 percent of the total statewide SERS-covered payroll for 
the health care surcharge.  For fiscal year 2018, the School’s surcharge obligation was $692.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The School’s contractually required contribution to SERS was 
$1,056 for fiscal year 2018.   Of this amount $692 is reported as an accounts payable.  
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing 
Health Plan administered for eligible retirees who participated in the defined benefit or combined pension 
plans offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, 
physicians’ fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  
Medicare Part B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is 
included in the report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227-
7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed 
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees, for the most recent year, pay a portion of the health care costs in the form of a monthly premium.  
Under Ohio law, funding for post-employment health care may be deducted from employer contributions, 
currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2018, STRS did not allocate any 
employer contributions to post-employment health care.   
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to OPEB  
 
The net OPEB liability was measured as of June 30, 2017, and the total OPEB liability used to calculate 
the net OPEB liability was determined by an actuarial valuation as of that date. The School's proportion of 
the net OPEB liability was based on the School's share of contributions to the respective retirement systems 
relative to the contributions of all participating entities.  Following is information related to the 
proportionate share and OPEB expense: 

 

 
 
 

SERS STRS Total
Proportion of the Net OPEB Liability

Current Measurement Date 0.00326370% 0.00645486%
Prior Measurement Date 0.00435970% 0.00727263%

Change in Proportionate Share -0.00109600% -0.00081777%

Proportionate Share of the Net OPEB Liability 87,589$               251,845$             339,434$             
OPEB Expense (3,622)$               (83,097)$              (86,719)$              
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At June 30, 2018, the School reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  

 
$1,056 reported as deferred outflows of resources related to OPEB resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the year 
ending June 30, 2019.  Other amounts reported as deferred outflows of resources and deferred inflows of 
resources related to OPEB will be recognized in OPEB expense as follows:  
 

 
Actuarial Assumptions - SERS 
 
The total OPEB liability is determined by SERS’ actuaries in accordance with GASB Statement No. 74, as 
part of their annual actuarial valuation for each retirement plan. Actuarial valuations of an ongoing plan 
involve estimates of the value of reported amounts (e.g., salaries, credited service) and assumptions about 
the probability of occurrence of events far into the future (e.g., mortality, disabilities, retirements, 
employment terminations). Actuarially determined amounts are subject to continual review and potential 
modifications, as actual results are compared with past expectations and new estimates are made about the 
future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time of 
each valuation and the historical pattern of sharing benefit costs between the employers and plan members 

SERS STRS Total
Deferred Outflows of Resources
Differences between Expected and 
  Actual Experience 0$                       14,538$               14,538$               
School Contributions Subsequent to the 
  Measurement Date 1,056 0 1,056
Total Deferred Outflows of Resources 1,056$                 14,538$               15,594$               

Deferred Inflows of Resources
Net Difference between Projected and 
  Actual Earnings on OPEB Plan Investments 231$                   10,765$               10,996$               
Changes of Assumptions 8,312 20,287 28,599
Changes in Proportionate Share and Differences 
  between School Contributions and
  Proportionate Share of Contributions 22,859 37,486 60,345
Total Deferred Inflows of Resources 31,402$               68,538$               99,940$               

SERS STRS Total
Fiscal Year Ending June 30:

2019 (11,351)$              (9,897)$               (21,248)$              
2020 (11,351) (9,897) (21,248)
2021 (8,643) (9,897) (18,540)
2022 (57) (9,898) (9,955)
2023 0 (7,206) (7,206)

Thereafter 0 (7,205) (7,205)

(31,402)$              (54,000)$              (85,402)$              
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to that point. The projection of benefits for financial reporting purposes does not explicitly incorporate the 
potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration the 
benefits, if any, paid to the employee after termination of employment until the death of the employee and 
any applicable contingent annuitant. In many cases, actuarial calculations reflect several decades of service 
with the employer and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total OPEB liability in the latest actuarial valuation 
date of June 30, 2017, are presented below: 
 

 
 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality Table 
with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The most recent experience study was completed for the five year period ended June 30, 2015.   
 
The long-term expected rate of return on plan assets is reviewed as part of the actuarial five-year experience 
study. The most recent study covers fiscal years 2010 through 2015, and was adopted by the Board on April 
21, 2016. Several factors are considered in evaluating the long-term rate of return assumption including 
long-term historical data, estimates inherent in current market data, and a log-normal distribution analysis 
in which best-estimate ranges of expected future real rates of return were developed by the investment 
consultant for each major asset class. These ranges were combined to produce the long-term expected rate 
of return, 7.50 percent, by weighting the expected future real rates of return by the target asset allocation 
percentage and then adding expected inflation. The capital market assumptions developed by the investment 
consultant are intended for use over a 10-year horizon and may not be useful in setting the long-term rate 
of return for funding pension plans which covers a longer timeframe. The assumption is intended to be a 
long-term assumption and is not expected to change absent a significant change in the asset allocation, a 
change in the inflation assumption, or a fundamental change in the market that alters expected returns in 
future years. 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, as 
used in the June 30, 2015 five-year experience study, are summarized as follows: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Municipal Bond Index Rate

Measurement Date 3.56 percent
Prior Measurement Date 2.92 percent

Single Equivalent Interest Rate
Measurement Date 3.63 percent, net of plan investment expense, including price inflation
Prior Measurement Date 2.98 percent, net of plan investment expense, including price inflation

Medical Trend Assumption
Medicare 5.50 percent - 5.00 percent
Pre-Medicare 7.50 percent - 5.00 percent
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Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2017 was 3.63 percent. 
The discount rate used to measure total OPEB liability prior to June 30, 2017 was 2.98 percent. The 
projection of cash flows used to determine the discount rate assumed that contributions will be made from 
members and the System at the state statute contribution rate of 2.00 percent of projected covered employee 
payroll each year, which includes a 1.50 percent payroll surcharge and 0.50 percent of contributions from 
the basic benefits plan. Based on these assumptions, the OPEB plan’s fiduciary net position was projected 
to become insufficient to make future benefit payments during the fiscal year ending June 30, 2025. 
Therefore, the long-term expected rate of return on OPEB plan assets was used to present value the 
projected benefit payments through the fiscal year ending June 30, 2024 and the Fidelity General Obligation 
20-year Municipal Bond Index rate of 3.56 percent, as of June 30, 2017 (i.e. municipal bond rate), was used 
to present value the projected benefit payments for the remaining years in the projection. The total present 
value of projected benefit payments from all years was then used to determine the single rate of return that 
was used as the discount rate. The projection of future benefit payments for all current plan members was 
until the benefit payments ran out. 
 
Sensitivity of the School's Proportionate Share of the Net OPEB Liability to Changes in the Discount 
Rate and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in 
the discount rate and the health care cost trend rate. The following table presents the net OPEB liability of 
SERS, what SERS' net OPEB liability would be if it were calculated using a discount rate that is 1 
percentage point lower (2.63 percent) and higher (4.63 percent) than the current discount rate (3.63 percent). 
Also shown is what SERS' net OPEB liability would be based on health care cost trend rates that are 1 
percentage point lower (6.5 percent decreasing to 4.0 percent) and higher (8.5 percent decreasing to 6.0 
percent) than the current rate. 
  

 
 

Asset Class
Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return

1% Decrease
(2.63%)

Current 
Discount Rate

(3.63%)
1% Increase 

(4.63%)
School's Proportionate Share
  of the Net OPEB Liability 105,775$             87,589$               73,181$               

1% Decrease
Current 

Trend Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability 71,072$               87,589$               109,450$             
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Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results used 
in the June 30, 2017, actuarial valuation are presented below:   

 

 
 

Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 percent 
of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 
and 84, and 100 percent of rates thereafter, projected forward generationally using mortality improvement 
scale MP-2016. For disabled retirees, mortality rates are based on the RP-2014 Disabled Mortality Table 
with 90 percent of rates for males and 100 percent of rates for females, projected forward generationally 
using mortality improvement scale MP-2016. 
 
Actuarial assumptions used in the June 30, 2017, valuation are based on the results of an actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 
Since the prior measurement date, the discount rate was increased from 3.26 percent to 4.13 percent based 
on the methodology defined under GASB Statement No. 74, Financial Reporting for Postemployment 
Benefit Plans Other Than Pension Plans (OPEB) and the long term expected rate of return was reduced 
from 7.75 percent to 7.45 percent. Valuation year per capita health care costs were updated, and the salary 
scale was modified. The percentage of future retirees electing each option was updated based on current 
data and the percentage of future disabled retirees and terminated vested participants electing health 
coverage were decreased. The assumed mortality, disability, retirement, withdrawal and future health care 
cost trend rates were modified along with the portion of rebated prescription drug costs. 
 
Also since the prior measurement date, the subsidy multiplier for non-Medicare benefit recipients was 
reduced from 2.1 percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were 
discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 2019.  Subsequent to the current measurement date, 
the date for discontinuing remaining Medicare Part B premium reimbursements was extended to January 
2020. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on the 
target allocation adopted by the Retirement Board.  The target allocation and long-term expected rate of 
return for each major asset class are summarized as follows:  
 

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Cost-of-Living Adjustments (COLA) 0.00 percent effective July 1, 2017
Blended Discount Rate of Return 4.13 percent
Health Care Cost Trends 6.00 percent to 11.00 percent, initial, 4.50 percent ultimate
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*Ten year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25 
percent and does not include investment expenses.  Over a 30-year period, STRS' investment consultant 
indicates that the above target allocations should generate a return above the actual rate of return, without 
net value added by management. 
 
Discount Rate The discount rate used to measure the total OPEB liability was 4.13 percent as of June 30, 
2017. The projection of cash flows used to determine the discount rate assumes STRS Ohio continues to 
allocate no employer contributions to the health care fund. Based on these assumptions, the OPEB plan’s 
fiduciary net position was not projected to be sufficient to make all projected future benefit payments of 
current plan members. The OPEB plan’s fiduciary net position was projected to become insufficient to 
make future benefit payments during the fiscal year ending June 30, 2037.  Therefore, the long-term 
expected rate of return on OPEB plan assets was used to determine the present value of the projected benefit 
payments through the fiscal year ending June 30, 2036 and the Bond Buyer 20-year municipal bond rate of 
3.58 percent as of June 30, 2017 (i.e. municipal bond rate), was used to determine the present value of the 
projected benefit payments for the remaining years in the projection.  The total present value of projected 
benefit payments from all years was then used to determine the single rate of return that was used as the 
discount rate. The blended discount rate of 4.13 percent, which represents the long-term expected rate of 
return of 7.45 percent for the funded benefit payments and the Bond Buyer 20-year municipal bond rate of 
3.58 percent for the unfunded benefit payments, was used to measure the total OPEB liability as of June 
30, 2017.  A blended discount rate of 3.26 percent which represents the long term expected rate of return 
of 7.75 percent for the funded benefit payments and the Bond Buyer 20-year municipal bond rate of 2.85 
percent for the unfunded benefit payments was used to measure the total OPEB liability at June 30, 2016. 
 
Sensitivity of the School’s Proportionate Share of the Net OPEB Liability to Changes in the Discount 
and Health Care Cost Trend Rate The following table represents the net OPEB liability as of June 30, 
2017, calculated using the current period discount rate assumption of 4.13 percent, as well as what the net 
OPEB liability would be if it were calculated using a discount rate that is one percentage point lower (3.13 
percent) or one percentage point higher (5.13 percent) than the current assumption. Also shown is the net 
OPEB liability as if it were calculated using health care cost trend rates that are one percentage point lower 
or one percentage point higher than the current health care cost trend rates. 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

100.00 %

Allocation Real Rate of Return*
Target Long Term Expected
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NOTE 13 - CONTINGENCIES 

 
A. Grants 
  
Amounts received from grantor agencies are subject to audit and adjustment by the grantor. Any disallowed 
costs may require refunding to the grantor.  Amounts which may be disallowed, if any, are not presently 
determinable.  However, in the opinion of the School, any such adjustments will not have a material adverse 
effect on the financial position of the School. 

 
 B.  Enrollment FTE 
 
School foundation funding is based on the annualized full-time equivalent (FTE) enrollment of each 
student. However, there is an important nexus between attendance and enrollment for Foundation funding 
purposes.  Community schools must provide documentation that clearly demonstrates students have 
participated in learning opportunities. The Ohio Department of Education (ODE) is legislatively required 
to adjust/reconcile funding as enrollment information is updated by schools throughout the State, which 
can extend past the fiscal year end.  
   
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal 
year end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance.  As of the date of this report, ODE has not performed an FTE Review on the School for 
fiscal year 2018. 
 
As of the date of this report, additional ODE adjustments for fiscal year 2018 are not finalized.  As a result, 
the impact of future FTE adjustments on the fiscal year 2018 financial statements is not determinable, at 
this time. Management believes this may result in either an additional receivable to, or a liability of, the 
School. 
 
In addition, the School’s contracts with their Sponsor and Management Company require payment based 
on revenues received from the State. As discussed above, additional FTE adjustments for fiscal year 2018 
are not finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 2018 financial 
statements, related to additional reconciliation necessary with these contracts, is not determinable.  
Management believes this may result in either an additional receivable to, or liability of, the School. 
  

1% Decrease
(3.13%)

Current 
Discount Rate

(4.13%)
1% Increase 

(5.13%)
School's Proportionate Share
  of the Net OPEB Liability 338,098$             251,845$             183,677$             

1% Decrease
Current 

Trend Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability 174,971$             251,845$             353,020$             
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NOTE 14 - LITIGATION 
 
The School is not a party to legal proceedings that, in the opinion of management, would have a material 
adverse effect on the financial statements. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

This space intentionally left blank 
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2018 2017 2016 2015 2014
School Employees Retirement System (SERS)

School's Proportion of the Net Pension Liability 0.00324260% 0.00474740% 0.00778410% 0.00868800% 0.00868800%

School's Proportionate Share of the Net Pension Liability 193,738$        347,466$         444,168$       439,695$       516,647$       

School's Covered Payroll 104,900$        260,157$         450,114$       478,117$       345,159$       

School's Proportionate Share of the Net Pension Liability
as a Percentage of its Covered Payroll 184.69% 133.56% 98.68% 91.96% 149.68%

Plan Fiduciary Net Position as a Percentage of the Total Pension Liability 69.50% 62.98% 69.16% 71.70% 65.52%

State Teachers Retirement System (STRS)

School's Proportion of the Net Pension Liability 0.00645486% 0.00727263% 0.00807103% 0.01049523% 0.01049523%

School's Proportionate Share of the Net Pension Liability 1,533,366$     2,434,368$      2,230,597$    2,552,803$    3,040,882$    

School's Covered Payroll 709,636$        832,571$         1,040,664$    840,346$       746,169$       

School's Proportionate Share of the Net Pension Liability
as a Percentage of its Covered Payroll 216.08% 292.39% 214.34% 303.78% 407.53%

Plan Fiduciary Net Position as a Percentage of the Total Pension Liability 75.30% 66.80% 72.10% 74.70% 69.30%

(1) Information prior to 2014 is not available.

Note: The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

HOPE Academy Northwest Campus
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net Pension Liability

Last Five Fiscal Years (1)

See accompanying notes to the required supplementary information.
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2018 2017 2016 2015
School Employees Retirement System (SERS)

Contractually Required Contribution 9,822$                 14,686$               36,422$               59,325$               

Contributions in Relation to the 
Contractually Required Contribution (9,822) (14,686) (36,422) (59,325)

Contribution Deficiency (Excess) 0$                        0$                        0$                        0$                        

School's Covered Payroll 72,756$               104,900$             260,157$             450,114$             

Pension Contributions as a Percentage of 
Covered Payroll 13.50% 14.00% 14.00% 13.18%

State Teachers Retirement System (STRS)

Contractually Required Contribution 102,514$             99,349$               116,560$             145,693$             

Contributions in Relation to the 
Contractually Required Contribution (102,514) (99,349) (116,560) (145,693)

Contribution Deficiency (Excess) 0$                        0$                        0$                        0$                        

School's Covered Payroll 732,243$             709,636$             832,571$             1,040,664$          

Pension Contributions as a Percentage of 
Covered Payroll 14.00% 14.00% 14.00% 14.00%

HOPE Academy Northwest Campus
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Contributions  - Pension

Last Ten Fiscal Years

See accompanying notes to the required supplementary information.
36

Attachment 26: Audited Financial Statements Page 3311



2014 2013 2012 2011 2010 2009

66,267$               47,770$               41,541$               37,529$               51,049$               32,876$               

(66,267) (47,770) (41,541) (37,529) (51,049) (32,876)

0$                        0$                        0$                        0$                        0$                        0$                        

478,117$             345,159$             308,855$             298,560$             377,024$             334,106$             

13.86% 13.84% 13.45% 12.57% 13.54% 9.84%

109,245$             97,002$               125,658$             134,013$             150,279$             137,583$             

(109,245) (97,002) (125,658) (134,013) (150,279) (137,583)

0$                        0$                        0$                        0$                        0$                        0$                        

840,346$             746,169$             966,600$             1,030,869$          1,155,992$          1,058,331$          

13.00% 13.00% 13.00% 13.00% 13.00% 13.00%

See accompanying notes to the required supplementary information.
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2018 2017
School Employees Retirement System (SERS)

School's Proportion of the Net OPEB Liability 0.00326370% 0.00435970%

School's Proportionate Share of the Net OPEB Liability 87,589$               124,268$             

School's Covered Payroll 104,900$             260,157$             

School's Proportionate Share of the Net OPEB Liability
as a Percentage of its Covered Payroll 83.50% 47.77%

Plan Fiduciary Net Position as a Percentage of the Total OPEB Liability 12.46% 11.49%

State Teachers Retirement System (STRS)

School's Proportion of the Net OPEB Liability 0.00645486% 0.00727263%

School's Proportionate Share of the Net OPEB Liability 251,845$             388,942$             

School's Covered Payroll 709,636$             832,571$             

School's Proportionate Share of the Net OPEB Liability
as a Percentage of its Covered Payroll 35.49% 46.72%

Plan Fiduciary Net Position as a Percentage of the Total OPEB Liability 47.10% 37.30%

(1) Information prior to 2017 is not available.

Note: The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

HOPE Academy Northwest Campus
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net OPEB Liability

Last Two Fiscal Years (1)

See accompanying notes to the required supplementary information.
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2018 2017 2016 2015
School Employees Retirement System (SERS)

Contractually Required Contribution (1) 1,056$                 1,655$                 270$                    2,070$                 

Contributions in Relation to the 
Contractually Required Contribution (1,056) (1,655) (270) (2,070)

Contribution Deficiency (Excess) 0$                        0$                        0$                        0$                        

School's Covered Payroll 72,756$               104,900$             260,157$             450,114$             

OPEB Contributions as a Percentage of 
Covered Payroll (1) 1.45% 1.58% 0.10% 0.46%

State Teachers Retirement System (STRS)

Contractually Required Contribution 0$                        0$                        0$                        0$                        

Contributions in Relation to the 
Contractually Required Contribution 0 0 0 0

Contribution Deficiency (Excess) 0$                        0$                        0$                        0$                        

School's Covered Payroll 732,236$             709,636$             832,571$             1,040,664$          

OPEB Contributions as a Percentage of 
Covered Payroll 0.00% 0.00% 0.00% 0.00%

(1) Includes surcharge

HOPE Academy Northwest Campus
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Contributions - OPEB

Last Ten Fiscal Years

See accompanying notes to the required supplementary information.
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2014 2013 2012 2011 2010 2009

5,559$                 2,467$                 8,340$                 9,415$                 7,869$                 15,046$               

(5,559) (2,467) (8,340) (9,415) (7,869) (15,046)

0$                        0$                        0$                        0$                        0$                        0$                        

478,117$             345,159$             308,855$             298,560$             377,024$             334,106$             

1.16% 0.71% 2.70% 3.15% 2.09% 4.50%

8,403$                 7,462$                 9,666$                 10,309$               11,560$               10,583$               

(8,403) (7,462) (9,666) (10,309) (11,560) (10,583)

0$                        0$                        0$                        0$                        0$                        0$                        

840,346$             746,169$             966,600$             1,030,869$          1,155,992$          1,058,331$          

1.00% 1.00% 1.00% 1.00% 1.00% 1.00%

See accompanying notes to the required supplementary information.
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Note 1 - Net Pension Liability 
 
Changes in Assumptions - SERS 
 
For fiscal year 2017, the SERS Board adopted the following assumption changes: 

• Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent 
• Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent 
• Assumed real wage growth was reduced from 0.75 percent to 0.50 percent 
• Rates of withdrawal, retirement and disability were updated to reflect recent experience. 
• Mortality among active members was updated to the following: 

o RP-2014 Blue Collar Mortality Table with fully generational projection and a five year 
age set-back for both males and females. 

• Mortality among service retired members, and beneficiaries was updated to the following: 
o RP-2014 Blue Collar Mortality Table with fully generational projection with Scale BB, 

120 percent of male rates, and 110 percent of female rates. 
• Mortality among disable member was updated to the following: 

o RP-2000 Disabled Mortality Table, 90 percent for male rates and 100 percent for female 
rates, set back five years is used for the period after disability retirement.   

 
Changes in Benefit Terms - SERS 

For fiscal year 2018, the cost-of-living adjustment was changed from a fixed 3.00 percent to a cost-of-living 
adjustment that is indexed to CPI-W not greater than 2.50 percent with a floor of zero percent beginning 
January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has enacted a 
three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the Retirement Board approved several changes to the actuarial assumptions in 2017. 
The long term expected rate of return was reduced from 7.75 percent to 7.45 percent, the inflation 
assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered to 
3.00 percent, and total salary increases rate was lowered by decreasing the merit component of the 
individual salary increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy and 
disabled mortality assumptions were updated to the RP-2014 mortality tables with generational 
improvement scale MP-2016. Rates of retirement, termination and disability were modified to better reflect 
anticipated future experience. 
 
Changes in Benefit Terms - STRS 
 
Effective for fiscal year 2018, the cost-of-living adjustment (COLA) was reduced to zero.  
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Note 2 - Net OPEB Liability 
 
Changes in Assumptions – SERS 
 
Amounts reported for fiscal year 2018 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability as presented below: 
 
Municipal Bond Index Rate: 

Fiscal year 2018   3.56 percent 
Fiscal year 2017   2.92 percent 

Single Equivalent Interest Rate, net of plan investment expense, including price inflation 
Fiscal year 2018   3.63 percent 
Fiscal year 2017   2.98 percent 

 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the discount rate was increased from 3.26 percent to 4.13 percent based on the 
methodology defined under GASB Statement No. 74, Financial Reporting for Postemployment Benefit 
Plans Other Than Pension Plans (OPEB) and the long term expected rate of return was reduced from 7.75 
percent to 7.45 percent. Valuation year per capita health care costs were updated, and the salary scale was 
modified. The percentage of future retirees electing each option was updated based on current data and the 
percentage of future disabled retirees and terminated vested participants electing health coverage were 
decreased. The assumed mortality, disability, retirement, withdrawal and future health care cost trend rates 
were modified along with the portion of rebated prescription drug costs. 
 
Also for fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued for 
certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will be 
discontinued beginning January 2019. 
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December 27, 2018 

 

To the Board of Directors 

HOPE Academy Northwest Campus 

Cuyahoga County, Ohio 

1441 West 116th Street 

Cleveland, Ohio 44102 

 

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 

and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards  

 

We have audited, in accordance with the auditing standards generally accepted in the United States of 

America and the standards applicable to financial audits contained in Government Auditing Standards 

issued by the Comptroller General of the United States, the financial statements of HOPE Academy 

Northwest Campus, Cuyahoga County, Ohio (the “School”) as of and for the year ended June 30, 2018, 

and the related notes to the financial statements, which collectively comprise the School’s basic financial 

statements, and have issued our report thereon dated December 27, 2018, in which we noted in our report 

that the School restated the net position balance to account for the implementation of GASB Statement 

No. 75, Accounting and Financial reporting for Postemployment Benefits other than Pensions.  

 

Internal Control over Financial Reporting 

 

In planning and performing our audit of the financial statements, we considered the School’s internal 

control over financial reporting (internal control) to determine the audit procedures that are appropriate in 

the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 

purpose of expressing an opinion on the effectiveness of the School’s internal control. Accordingly, we 

do not express an opinion on the effectiveness of the School’s internal control. 

 

A deficiency in internal control exists when the design or operation of a control does not allow 

management or employees, in the normal course of performing their assigned functions, to prevent, or 

detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 

of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 

of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A 

significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 

severe than a material weakness, yet important enough to merit attention by those charged with 

governance. 

 

Our consideration of internal control was for the limited purpose described in the first paragraph of this 

section and was not designed to identify all deficiencies in internal control that might be material 

weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 

deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 

may exist that have not been identified. 
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HOPE Academy Northwest Campus 

Independent Auditor’s Report on Internal Control over Financial Reporting and on  

Compliance and Other Matters Based on an Audit of Financial Statements  

Performed in Accordance with Government Auditing Standards 

Page 2 of 2 

 

Compliance and Other Matters 

 

As part of reasonably assuring whether the Academy’s financial statements are free of material 

misstatement, we tested its compliance with certain provisions of laws, regulations, contracts, and grant 

agreements, noncompliance with which could directly and materially affect the determination of financial 

statement amounts. However, opining on compliance with those provisions was not an objective of our 

audit and accordingly, we do not express an opinion. The results of our tests disclosed an instance of 

noncompliance or other matter we must report under Government Auditing Standards which is described 

in the accompanying schedule of findings and responses as item 2018-001. 

 

School’s Response to the Finding 

 

The School’s response to the finding identified in our audit is described in the accompanying schedule of 

findings and responses. The School's response was not subjected to the auditing procedures applied in the 

audit of the financial statements and, accordingly, we express no opinion on it. 

 

Purpose of this Report 

 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance 

and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 

control or on compliance. This report is an integral part of an audit performed in accordance with 

Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 

this communication is not suitable for any other purpose. 

 

 

 

 

 

        Medina, Ohio 
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HOPE Academy Northwest Campus 
Cuyahoga County, Ohio 

Schedule of Findings and Responses 
June 30, 2018 

 
FINDINGS RELATED TO THE FINANCIAL STATEMENTS 

REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS 
 
Finding Number: 2018-001 – Material Non-compliance 
 
Criteria: Pursuant to Ohio Rev. Code (ORC) 3314.03(A)(6)(b) & (A)(27-28) community schools must adopt 
attendance and participation policies for their students and attendance records shall be made available to the 
Department of Education, Auditor of State and the School’s sponsor. The School’s attendance policy states that 
“Parents or a designated adult will be required to sign the child out when they leave and then sign in if they 
return.” The policy also states that unexcused absences include any absence where a student fails to provide 
appropriate written documentation of the absence. 
 
Condition: During audit procedures, it was noted that the School was not retaining all supporting 
documentation for excused absences as required by the School’s policy as required by ORC 3314.03(A)(6)(b) & 
(A)(27-28).  
 
Cause: The school accidentally disposed of parent sign out sheets following the end of the school year, and the 
School did not obtain written notes from the students’ parents for all students selected for testing. 
 
Effect: Without internal controls over reporting enrollment statistics in EMIS operating effectively, there is an 
opportunity that the School’s funding could be calculated based on inaccurate information. Without proper 
supporting documentation it could be difficult for the School to support enrollment information reported through 
EMIS. 
 
Recommendation: We recommend the School monitor procedures implemented over student absences to verify 
information reported in EMIS is accurate. We also recommend all supporting documentation required by the 
School’s attendance policy to be retained. 
 
Management’s Response: 
Finding was reviewed with personnel responsible for proper maintenance of sign out sheets to ensure record 
retention policy is properly followed in the future. 
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88 East Broad Street, Columbus, Ohio 43215 
Phone: 614-466-4514 or 800-282-0370 

www.ohioauditor.gov 

 
 

  
HOPE ACADEMY NORTHWEST CAMPUS 

 
  SUMMIT COUNTY 
    

 
CLERK’S CERTIFICATION 

This is a true and correct copy of the report which is required to be filed in the Office of the 
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio. 

 
 
 
 
 
 

 
 

CLERK OF THE BUREAU 
 
CERTIFIED 
MARCH 12, 2019 
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Board of Directors 
Hope Academy Northwest Campus 
1441 W. 116th Street 
Cleveland, Ohio 44102 
 
 
We have reviewed the Independent Auditor’s Report of the Hope Academy Northwest Campus, 
Cuyahoga County, prepared by Rea & Associates, Inc., for the audit period July 1, 2016 through 
June 30, 2017.  Based upon this review, we have accepted these reports in lieu of the audit 
required by Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying 
financial statements and, accordingly, we are unable to express, and do not express an opinion on 
them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Hope Academy Northwest Campus is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
 
 
Dave Yost 
Auditor of State 
 
March 27, 2018 
 
 
 
 
 
 
 
 
 
 
 

Attachment 26: Audited Financial Statements Page 3327

jrhelle
Yost Signature



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
This page intentionally left blank. 

Attachment 26: Audited Financial Statements Page 3328



 

HOPE ACADEMY NORTHWEST CAMPUS 
CUYAHOGA COUNTY 

 
TABLE OF CONTENTS 

  
 TITLE                          PAGE 
 

Independent Auditor’s Report 1 
 

Management’s Discussion and Analysis 4 
 

Basic Financial Statements 9 
 

Notes to the Basic Financial Statements 12 
  
          Required Supplementary Information: 
 
                  Schedule of the School’s Proportionate Share of the Net Pension Liability 31 
       

        Schedule of School Contributions 33 
 
Independent Auditor’s Report on Internal Control over Financial Reporting 

and on Compliance and other Matters Based on an Audit of Financial  
Statements Performed in Accordance with Government Auditing Standards 37 

 
 

 

Attachment 26: Audited Financial Statements Page 3329



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
This page intentionally left blank. 

Attachment 26: Audited Financial Statements Page 3330



 

1 

 
 
 
 
January 19, 2018 
 
To the Board of Directors  
HOPE Academy Northwest Campus 
Cuyahoga County, Ohio 
1441 West 116th Street 
Cleveland, Ohio 44102 
 

Independent Auditor's Report 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the HOPE Academy Northwest Campus, 
Cuyahoga County, Ohio, (the “School”) as of and for the year ended June 30, 2017, and the related notes 
to the financial statements, which collectively comprise the School’s basic financial statements as listed in 
the table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation 
and fair presentation of the financial statements in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s 
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the School, as of June 30, 2017, and the changes in its financial position and its cash 
flows for the year then ended in accordance with accounting principles generally accepted in the United 
States of America. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, the Schedule of the School's Proportionate Share of the Net Pension Liability, 
and Schedule of School Contributions on pages 4-8, 31-32, and 33-36, respectively, be presented to 
supplement the basic financial statements. Such information, although not a part of the basic financial 
statements, is required by the Governmental Accounting Standards Board who considers it to be an 
essential part of financial reporting for placing the basic financial statements in an appropriate 
operational, economic, or historical context. We have applied certain limited procedures to the required 
supplementary information in accordance with auditing standards generally accepted in the United States 
of America, which consisted of inquiries of management about the methods of preparing the information 
and comparing the information for consistency with management’s responses to our inquiries, the basic 
financial statements, and other knowledge we obtained during our audit of the basic financial statements. 
We do not express an opinion or provide any assurance on the information because the limited procedures 
do not provide us with sufficient evidence to express an opinion or provide any assurance.  
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated January 19, 
2018 on our consideration of the School’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the School’s internal control over financial reporting or on compliance. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards in considering the 
School’s internal control over financial reporting and compliance. 

 

 
Medina, Ohio 
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The discussion and analysis of HOPE Academy Northwest Campus’ (the School) financial performance 
provides an overall review of the School’s financial activities for the fiscal year ended June 30, 2017.  The 
intent of this discussion and analysis is to look at the School’s financial performance as a whole; readers 
should also review the financial statements and the notes to the financial statements to enhance their 
understanding of the School’s financial performance.  
 
The Management’s Discussion and Analysis (MD&A) is an element of the reporting model adopted by the 
Governmental Accounting Standards Board (GASB) in their Statement No. 34 Basic Financial 
Statements – and Management’s Discussion and Analysis – for State and Local Governments 
issued June 1999.  Certain comparative information between the current year and the prior year is 
required to be presented in the MD&A.   
 
Financial Highlights 
 

• In total, Net Position increased $209,448, which represents a 7.2 percent increase from 2016.  
 
• Total assets increased $6,846, which represents a 1.6 percent increase from 2016.  This is 

primarily the result of increases in grant funding receivable offset by a decrease in cash and 
cash equivalents. 

 
• Liabilities increased $125,051, which represents an 4.5 percent increase from 2016. The 

increase in liabilities is the result of an increase in accounts payable, grant funding payable, net 
pension liabilities and state aid payable. 

 
• Pension deferred outflows increased $204,684, which represents a 76.8 percent change from 

2016.  This change represents contractually required amounts resulting from the effects of 
GASB 68. 

 
• Pension deferred inflows decreased $122,969, which represents a 14.3 percent change from 

2016.  This change represents contractually required amounts resulting from the effects of 
GASB 68. 

 
During a prior year, the School adopted GASB Statement 68, Accounting and Financial Reporting for 
Pensions—an Amendment of GASB Statement 27, which significantly revises accounting for pension 
costs and liabilities.  For reasons discussed below, many end users of this financial statement will gain a 
clearer understanding of the School’s actual financial condition by adding deferred inflows related to 
pension and the net pension liability to the reported net position and subtracting deferred outflows related 
to pension. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  When accounting for 
pension costs, GASB 27 focused on a funding approach.  This approach limited pension costs to 
contributions annually required by law, which may or may not be sufficient to fully fund each plan’s net 
pension liability.  GASB 68 takes an earnings approach to pension accounting; however, the nature of 
Ohio’s statewide pension systems and state law governing those systems requires additional explanation 
in order to properly understand the information presented in these statements. 
 
Under the standards required by GASB 68, the net pension liability equals the School’s proportionate 
share of each plan’s collective: 
 

1. Present value of estimated future pension benefits attributable to active and inactive employees’ 
past service 

2. Minus plan assets available to pay these benefits 
 
 

Attachment 26: Audited Financial Statements Page 3333



HOPE ACADEMY NORTHWEST CAMPUS 
CUYAHOGA COUNTY 

 
MANAGEMENT’S DISCUSSION AND ANALYSIS 

FOR THE YEAR ENDED JUNE 30, 2017 
 

5 

Financial Highlights (Continued) 
 
GASB notes that pension obligations, whether funded or unfunded, are part of the “employment 
exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, and the 
promise of a future pension.  GASB noted that the unfunded portion of this pension promise is a present 
obligation of the government, part of a bargained-for benefit to the employee, and should accordingly be 
reported by the government as a liability since they received the benefit of the exchange.  However, the 
School is not responsible for certain key factors affecting the balance of this liability.  In Ohio, the 
employee shares the obligation of funding pension benefits with the employer.  Both employer and 
employee contribution rates are capped by State statute.  A change in these caps requires action of both 
Houses of the General Assembly and approval of the Governor.  Benefit provisions are also determined 
by State statute.  The employee enters the employment exchange with the knowledge that the employer’s 
promise is limited not by contract but by law.  The employer enters the exchange also knowing that there 
is a specific, legal limit to its contribution to the pension system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension system as against the public employer.  State law operates to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter the 
employment exchange with notice as to the law.  The pension system is responsible for the administration 
of the plan.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. 
sick and vacation leave), are satisfied through paid time-off or termination payments.  There is no 
repayment schedule for the net pension liability.  As explained above, changes in pension benefits, 
contribution rates, and return on investments affect the balance of the net pension liability, but are outside 
the control of the local government.  In the event that contributions, investment returns, and other 
changes are insufficient to keep up with required pension payments, State statute does not assign/identify 
the responsible party for the unfunded portion.  Due to the unique nature of how the net pension liability is 
satisfied, this liability is separately identified within the long-term liability section of the statement of net 
position. 
 
In accordance with GASB 68, the School’s statements prepared on an accrual basis of accounting 
include an annual pension expense for their proportionate share of each plan’s change in net pension 
liability not accounted for as deferred inflows/outflows. The School is also reporting a net pension liability 
and deferred inflows/outflows of resources related to pension on the accrual basis of accounting. 
 
Using this Financial Report 
 
This report consists of three parts, the Required Supplementary Information, the financial statements, and 
notes to the financial statements.  The financial statements include a Statement of Net Position, a 
Statement of Revenues, Expenses and Changes in Net Position, and a Statement of Cash Flows. 
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Statement of Net Position 
 
The Statement of Net Position answers the question of how well the School performed financially during 
2017. This statement includes all assets, deferred outflows of resources, liabilities, deferred inflows of 
resources, and net position, both financial and capital, and current and long-term, using the accrual basis 
of accounting, which is the accounting used by most private-sector companies. This basis of accounting 
takes into account all revenues and expenses during the year, regardless of when the cash is received or 
expended.  
 
Table 1 provides a summary of the School’s Net Position for fiscal year 2017 and fiscal year 2016. 
 

2017 2016
Assets

Current Assets 432,877$         422,466$         
Capital Assets, Net 2,674               6,239               
Total Assets 435,551           428,705           

Deferred Outflow of Resources

Pension System 471,053           266,369           

Liabilities

Current Liabilities 98,528             80,546             
Long Term Liabilities 2,781,834        2,674,765        
Total Liabilities 2,880,362        2,755,311        

Deferred Inflow of Resources

Pension System 734,003           856,972           

Net Position

Investment in Capital Assets 2,674               6,239               
Unrestricted (2,710,435)       (2,923,448)       
Total Net Position (2,707,761)$      (2,917,209)$      

(Table 1)
Statement of Net Position

 
Total assets increased $6,846. This increase was primarily due to the increase in grant funding receivable 
and offset by a decrease in cash and cash equivalents. Deferred outflows of resources increased 
$204,684. Liabilities increased by $125,051. This increase is due to an increase in accounts payable and 
net pension liabilites. Deferred inflows of resources decreased $122,969. The changes in deferred 
outflows and inflows of resources resulted from the effects of GASB 68.  The School operates under a 
management agreement with WHLS of Ohio, LLC.  Under the terms of the management agreement, 
WHLS of Ohio, LLC Schools is paid a specific percentage of the State and Federal revenues the School 
receives (see notes to the financial statements, note 8).   
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Statement of Revenues, Expenses, and Changes in Net Position 
 
Table 2 shows the changes in Net Position for fiscal years 2017 and 2016, as well as a listing of revenues 
and expenses.  

2017 2016
Operating Revenue
State Aid 2,112,434$      2,055,719$      

Non-Operating Revenues
Grants 562,255          662,614          
Miscellaneous 19,954            18,613            
Interest 2,007              832                 
Total Revenues 2,696,650        2,737,778        

Operating Expenses
Purchased Services: Management Fees 1,986,249        1,930,451        
Purchased Services: Federal Grant Program 559,191          658,958          
Purchased Services: State Grant Programs 3,064              3,656              
Sponsorship Fees 61,626            60,117            
Pension Expense (220,585)         (37,436)           
Board of Education 45,731            18,789            
Legal 16,007            9,152              
Auditing and Accounting 22,930            20,646            
Insurance: D&O & Liability 8,345              2,161              
Miscellaneous 1,079              -                 
Bank fees -                 43                  
Depreciation 3,565              9,886              
Total Expenses 2,487,202        2,676,423        

Change in Net Position 209,448$         61,355$          

(Table 2)
Change in Net Position

 
The School’s operating and non-operating revenues in 2017 were based on the School’s full-time 
equivalent (FTE) count of 249 and the School’s federal grant funding received throughout the year. The 
increase in School’s state aid revenue was primarily caused by the increase in student enrollment. The 
School’s most significant expenses, “Purchased Services: Management Fees” are a result of the 
management agreement in place between the School and WHLS of Ohio, LLC. The agreement provides 
that specific percentages of the revenues received by the School will be paid to WHLS of Ohio, LLC to 
fund operations (see notes to the financial statements, note 8).  
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Capital Assets  
 
At the end of fiscal year 2017, the School had $2,674 in equipment. Table 3 shows the balance for fiscal 
year 2017 compared to 2016. 
 

Capital Assets (Net of Depreciation)

2017 2016
Equipment 2,674$              6,239$              
Totals 2,674$              6,239$              

(Table 3)

 
 

For more information on capital assets, see note 6 in the notes to the financial statements. 
 
Current Financial Issues 
 
The HOPE Academy Northwest Campus received revenue for 249 students in 2017.  State law governing 
community schools allows for the School to have open enrollment across traditional school district 
boundaries.   
 
The School receives its support almost entirely from state aid.  Per pupil revenue from state aid for the 
School averaged $8,434 in fiscal year 2017. The School receives additional revenues from grant 
subsidies. 
 
Although there is a possibility that state aid will be cut in future years due to the economic climate, the 
School feels that the relationship with the management company will insulate them from any significant 
change.  The relationship brings stability to the School since specific percentages of revenues are 
payable to the management company (see notes to the financial statements, note 8). 
 
   
Contacting the School’s Financial Management 
 
This financial report is designed to provide our readers with a general overview of the School’s finances 
and to show the School’s accountability for the money it receives.  If you have questions about this report 
or need additional information, contact the Fiscal Officer for the HOPE Academy Northwest Campus, 
3200 West Market Street, Suite 300, Akron, Ohio 44333. 
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ASSETS

Current assets
Cash and cash equivalents 337,447$                    
Grant funding receivable 83,736                        
Continuing fees receivable 5,358                          
Prepaid insurance 6,336                          

Total current assets 432,877                      

Noncurrent assets
Capital assets, net 2,674                          

Total assets 435,551                      

DEFERRED OUTFLOWS OF RESOURCES

Pension system 471,053                      

LIABILITIES

Current liabilities
Accounts payable 9,124                          
Grant funding payable 83,736                        
State aid payable 5,668                          

Total Current Liabilities 98,528                        

Long term liabilities
Net pension liability 2,781,834                   

Total liabilities 2,880,362                   

DEFERRED INFLOWS OF RESOURCES

Pension system 734,003                      

NET POSITION

Invested in capital assets 2,674                          
Unrestricted net position (2,710,435)                  

Total net position (2,707,761)$                

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

HOPE ACADEMY NORTHWEST

STATEMENT OF NET POSITION
JUNE 30, 2017

CUYAHOGA COUNTY

9
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OPERATING REVENUES

State basic aid 2,048,881$                 
Facilities aid 49,860                        
3rd grade reading bonus 1,252                          
Casino revenue 12,441                        

Total operating revenues 2,112,434                   

OPERATING EXPENSES

Purchased services: Management fees 1,986,249                   
Purchased services: Federal Grants 559,191                      
Purchased services: State Grants 3,064                          
Sponsorship fees 61,626                        
Pension expense (220,585)                     
Board of education 45,731                        
Legal 16,007                        
Accounting & auditing 22,930                        
Miscellaneous expense 1,079                          
Insurance: D&O & liability 8,345                          
Depreciation 3,565                          

Total operating expenses 2,487,202                   

Operating loss (374,768)                     

NON-OPERATING REVENUES

Federal grant programs 559,191                      
State grant programs 3,064                          
Miscellaneous revenue 19,954                        
Interest 2,007                          

Total non-operating revenues 584,216                      

Change in net position 209,448                      

Net position, July 1, 2016 (2,917,209)                  

Net position, June 30, 2017 (2,707,761)$                

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

HOPE ACADEMY NORTHWEST CAMPUS

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
FOR THE YEAR ENDED JUNE 30, 2017

CUYAHOGA COUNTY

10
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INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH FLOWS FROM OPERATING ACTIVITIES

Cash received from state aid 2,109,559$                 
Cash payments to suppliers for goods and services (2,686,240)                  

                                    
Net cash used for operating activities (576,681)                     

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Cash received from grant programs 539,425                      
Cash received from miscellaneous revenue 19,954                        

Net cash received from noncapital financing activities 559,379                      

CASH FLOWS FROM INVESTING ACTIVITIES

Cash received from interest 2,008                          

Net decrease in cash and cash equivalents (15,294)                       

Cash and cash equivalents at beginning of year 352,741                      
                                    

Cash and cash equivalents at end of year 337,447$                    
                                    

RECONCILIATION OF OPERATING LOSS TO NET CASH
USED FOR OPERATING ACTIVITIES

Operating loss (374,768)$                   

ADJUSTMENTS TO RECONCILE OPERATING LOSS TO NET
CASH USED FOR OPERATING ACTIVITIES

Depreciation 3,565                          

Changes in assets, liabilities, and deferred outflows/inflows of resources:
   Continuing fees receivable (3,269)                         

Prepaid Insurance (228)                            
Accounts receivable 621                             
Deferred outflows of resources (204,684)                     

   Accounts payable 666                             
State aid payable 3,458                          

   Grants funding payable 13,858                        
Net pension liability 107,069                      
Deferred inflows of resources (122,969)                     

                                    
Total adjustments (201,913)                     

                                    
Net cash used for operating activities (576,681)$                   

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

FOR THE YEAR ENDED JUNE 30, 2017

HOPE ACADEMY NORTHWEST CAMPUS

STATEMENT OF CASH FLOWS
CUYAHOGA COUNTY

11
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1.          DESCRIPTION OF THE SCHOOL AND REPORTING ENTITY 
 
HOPE Academy Northwest Campus (the School) is a federal tax exempt 501(c)(3) and state 
nonprofit corporation established pursuant to Ohio Rev. Code Chapters 3314 and 1702 to maintain 
and provide a school exclusively for any educational, literary, scientific and related teaching service. 
The School, which is part of the State’s education program, is independent of any school district.  
The School may sue and be sued, acquire facilities as needed, and contract for any services 
necessary for the operation of the School.  
 
The School contracts with WHLS of Ohio, LLC for most of its functions (see note 8).  WHLS of 
Ohio, LLC is under ownership of ACCEL Schools of Ohio, LLC. 
 
The School was approved for operation under contract with the The University of Toledo (Sponsor) 
for a period of five years from July 1, 2015 through June 30, 2019.  The School operates under a 
self-appointing, five-member Board of Directors (the Board).  The School’s Code of Regulations 
specify that vacancies that arise on the Board will be filled by the appointment of a successor 
director by a majority vote of the then existing directors. The Board is responsible for carrying out 
the provisions of the contract with the Sponsor, which include, but are not limited to, state-mandated 
provisions regarding student population, curriculum, academic goals, performance standards, 
admission standards, and qualifications of teachers. The School has one instructional/support 
facility, which is leased by WHLS of Ohio, LLC. The facility is staffed with teaching personnel 
employed by WHLS of Ohio, LLC, who provide services to 249 students. The Board also operates 
the Life Skills Center of North Akron in the city of Akron. 
 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

The financial statements of the School have been prepared in conformity with generally accepted 
accounting principles as applied to governmental nonprofit organizations. The Governmental 
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing 
governmental accounting and financial reporting principles. The more significant of the School’s 
accounting policies are described below. 

 
A. Basis of Presentation 
 

The School’s financial statements consist of a Statement of Net Position, a Statement of 
Revenues, Expenses and Changes in Net Position, and a Statement of Cash Flows. 
Enterprise fund reporting focuses on the determination of the change in Net Position, 
financial position and cash flows. 
 
Auditor of State of Ohio Bulletin No. 2000-005 requires the presentation of all financial 
activity to be reported within one enterprise fund for year-end reporting purposes. 
Enterprise accounting is used to account for operations that are financed and operated in 
a manner similar to private business enterprises where the intent is that the costs 
(expenses) of providing goods or services to the general public on a continuing basis be 
financed or recovered primarily through user charges. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
B. Measurement Focus and Basis of Accounting 
 

The accounting and financial reporting treatment applied to a fund is determined by its 
measurement focus.  Enterprise accounting uses a flow of economic resources 
measurement focus.  With this measurement focus, all assets and deferred outflows of 
resources as well as all liabilities and deferred inflows of resources are included on the 
Statement of Net Position. Operating statements present increases (i.e., revenues) and 
decreases (i.e., expenses) in Net Position. The accrual basis of accounting is utilized for 
reporting purposes.  Revenues are recognized when they are earned, and expenses are 
recognized when they are incurred. 

 
C.  Budgetary Process 
 

Unlike traditional public schools located in the State of Ohio, community schools are not 
required to follow budgetary provisions set forth in Ohio Rev. Code Section 5705, unless 
specifically provided in the School’s contract with its Sponsor. The contract between the 
School and its Sponsor requires a detailed school budget for each year of the contract.  In 
addition, the Board adopted an operating budget at the beginning of fiscal year 2017.  
However, the budget does not have to follow the provisions of Ohio Rev. Code Section 
5705, except for section 5705.391 as it relates to five-year forecasts.   

 
D.  Cash and Cash Equivalents 
 

All cash received by the School is maintained in a demand deposit account and STAR 
Ohio. For purposes of the Statement of Cash Flows and for presentation on the Statement 
of Net Position, investments with an original maturity of three months or less at the time 
they are purchased are considered to be cash equivalents. 
 
During fiscal year 2017, the School invested in STAR Ohio. STAR Ohio (the State Treasury 
Asset Reserve of Ohio), is an investment pool managed by the State Treasurer’s Office 
which allows governments within the State to pool their funds for investments purposes. 
STAR Ohio is not registered with the SEC as an investment company, but has adopted 
Governmental Accounting Standards Board (GASB), Statement No. 79, Certain External 
Investment Pools and Pool Participants. The School measures their investment in STAR 
Ohio at the net asset value (NAV) per share provided by STAR Ohio. The NAV per share 
is calculated on an amortized cost basis that provides an NAV per share that approximates 
fair value. 

 
E. Intergovernmental Revenues 
 

The School currently participates in the State Foundation Program, 3rd Grade Reading, 
Facilities Aid and casino tax distributions, which are reflected under “Operating revenues” 
on the Statement of Revenues, Expenses, and Changes in Net Position.  Revenues 
received from these programs are recognized as operating revenue in the accounting 
period in which all eligibility requirements have been met. 

 
 Non-exchange transactions, in which the School receives value without directly giving 

equal value in return, include grants, entitlements, and contributions. Grants, entitlements, 
and contributions are recognized as non-operating revenues in the accounting period in 
which all eligibility requirements have been met. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

E. Intergovernmental Revenues (Continued) 
 
 Eligibility requirements include timing requirements, which specify the year when the 

resources are required to be used or the fiscal year when use is first permitted; matching 
requirements, in which the school must provide local resources to be used for a specified 
purpose; and expenditure requirements, in which the resources are provided to the School 
on a reimbursement basis.  Amounts awarded under the above programs for the 2017 
school year totaled $2,674,689. 

 
F. Capital Assets and Depreciation 

 
For purposes of recording capital assets, the Board has a capitalization threshold of 
$5,000.  
 
As of June 30, 2017, the School’s capital assets had a net book value of $2,674 (see note 
6). Depreciation is computed by the straight-line method over five years for “Equipment.” 

 
 Aside from those mentioned above, the School has no other capital assets, as the School 

operates under a management agreement with WHLS of Ohio, LLC (see note 8). 
 
G. Use of Estimates 
 

In preparing the financial statements, management is sometimes required to make 
estimates and assumptions that affect the reported amounts of assets and liabilities, the 
disclosure of contingent assets, deferred outflows of resources, liabilities and deferred 
inflows of resources at the date of the financial statements, and the reported amounts of 
revenues and expenses during the reporting period.  Actual results could differ from those 
estimates. 

 
H. Net Position 

 
Net Position represents the difference between assets and deferred outflows of resources, 
and liabilities and deferred inflows of resources. Net Position consists of capital assets, net 
of accumulated depreciation, and unrestricted. 

 
I. Operating Revenues and Expenses 

 
Operating revenues are those revenues that are generated directly from the School’s 
primary activities. For the School, these revenues are primarily state aid payments. 
Operating expenses are necessary costs incurred to provide the goods and services that 
are the primary activities of the School. Revenues and expenses not meeting this definition 
are reported as non-operating. 
 

 J. Pensions 
 

For purposes of measuring the net pension liability, deferred outflows of resources and 
deferred inflows of resources related to pensions, and pension expense, information about 
the fiduciary net position of the pension plans and additions to/deductions from their 
fiduciary net positon have been determined on the same basis as they are reported by the 
pension systems.  For this purpose, benefit payments (including refunds of employee 
contributions) are recognized when due and payable in accordance with the benefit terms.  
The pension systems report investments at fair value. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

K. Deferred Outflows and Deferred Inflows of Resources 
 
In addition to assets, the statements of the financial position will sometimes report a 
separate section for deferred outflows of resources. Deferred outflows of resources 
represent a consumption of net position that applies to a future period and will not be 
recognized as an outflow of resources (expense) until then. For the School, deferred 
outflows of resources are reported on the government-wide statement of net position for 
deferred charges on refunding and for pension. The deferred outflows of resources related 
to pension are explained in note 11. 
 
In addition to liabilities, the statements of financial position report a separate section for 
deferred inflows of resources. Deferred inflows of resources represent an acquisition of net 
position that applied to a future period and will not be recognized until that time. For the 
School, deferred inflows of resources include pension. These amounts are deferred and 
recognized as an inflow of resources in the period the amounts become available. Deferred 
inflows of resources related to pension are reported on the statement of net position. (See 
note 11) 

 
3. CHANGE IN ACCOUNTING PRINCIPLES 
 

For the fiscal year ended June 30, 2017, the School has implemented Governmental 
Accounting Standards Board (GASB) Statement No. 77, Tax Abatement Disclosures, 
GASB Statement No. 78, Pensions Provided through Certain Multiple-Employer Defined 
Benefit Pension Plans, GASB Statement No. 80, Blending Requirements for Certain 
Component Units – an amendment of GASB Statement No. 14 and GASB Statement No. 
82, Pension Issues – an amendment of GASB Statements No. 67, No. 68, and No. 73.  
 
GASB Statement No. 77 requires disclosure of tax abatement information about (1) a 
reporting government’s own tax abatement agreements and (2) those that are entered into 
by other government and that reduce the reporting government’s tax revenues. The 
implementation of GASB Statement No. 77 did not have an effect on the financial 
statements of the School.  
 
GASB Statement No. 78 amends the scope of GASB Statement No. 68 to exclude certain 
multiple-employer defined benefit pension plans provided to employees of state and local 
governments on the basis that obtaining the measurements and other information required 
by GASB Statement No. 68 was not feasible. The implementation of GASB No. 78 did not 
have an effect on the financial statements of the Academy.  
 
GASB Statement No. 80 amends the blending requirements for the financial statement 
presentation of component units of all state and local governments. The additional criterion 
requires blending of a component unit incorporated as a not-for-profit corporation in which 
the primary government is the sole corporate member. The implementation of GASB 
Statement No. 80 did not have an effect on the financial statements of the Academy.  
 
GASB Statement No. 82 improves consistency in the application of pension accounting. 
These changes were incorporated in the School’s fiscal year 2017 financial statements; 
however, there was no effect on beginning net position.  
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4. DEPOSITS AND INVESTMENTS 
 
A. Deposits with Financial Institutions 
 

At June 30, 2017, the carrying amount of all School deposits was $108,202.  Based on the 
criteria described in GASB Statement No. 40, “Deposits and Investment Risk Disclosures”, 
as of June 30, 2017, all of the School’s bank balance of $108,202 was covered by the 
FDIC. 

 
 B. Investments 
 

As of June 30, 2017, the School had the following investments and maturities: 
 

Investment Maturities
Measurement 3 months or

Investment type value        less       

STAROhio 229,245$            229,245$            

 
The School categorized its fair value measurements within the fair value hierarchy 
established by generally accepted accounting principles. The hierarchy is based on the 
valuation inputs used to measure the fair value of the asset. Level 1 inputs are quoted 
prices in active markets for identical assets. Level 2 inputs are significant other observable 
inputs. Level 3 inputs are significant unobservable inputs. The above table identifies the 
School recurring fair value measurements as of June 30, 2017. As discussed further in 
Note 2, STAR Ohio is reported at its net asset value (NAV). All other investments of the 
School are value using quoted market prices (Level 1 inputs). 
 
Interest Rate Risk:  As a means of limiting its exposure to fair value losses arising from 
rising interest rates and according to state law, the School’s investment policy limits 
investment portfolio maturities to five years or less. The weighted average of maturity of 
the portfolio held by STAR Ohio as of June 30, 2017, is 46 days. 
 
STAR Ohio is an investment pool operated by the Ohio State Treasurer. It is unclassified 
since it is not evidenced by securities that exist in physical or book entry form. Ohio law 
requires STAR Ohio maintain the highest rating provided by at least one nationally 
recognized standard rating service. The weighted average of maturity of the portfolio held 
by STAR Ohio as of June 30, 2017, is 46 days and carries a rating of AAAm by S&P Global 
Ratings. 
 
Credit Risk:  Standard & Poor’s has assigned STAR Ohio an AAAm money market rating. 
 
Custodial Credit Risk: For an investment, custodial credit risk is the risk that, in the event 
of the failure of the counterparty, the School, will not be able to recover the value of its 
investment or collateral securities that are in the possession of an outside party. The 
School’s investments in federal agency securities are exposed to custodial credit risk in 
that it is uninsured, unregistered and held by the counterparty’s trust department or agent 
but not in the School’s name. The School’s investment policy does not deal with investment 
custodial credit risk beyond the requirements in State statute that prohibits payment for 
investments prior to delivery of the securities representing such investments to the 
treasurer or qualified trustee. 
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4. DEPOSITS AND INVESTMENTS (continued) 
 
B. Investments (continued) 

 
Concentration of Credit Risk:  The School places no limit on the amount that may be 
invested in any one issuer.  The following table includes the percentage of each investment 
type held by the School at June 30, 2017: 
 

Investment type Measurement Value     % to Total

STAR Ohio 229,245$                      100.00     

 
 
5. GRANTS FUNDING RECEIVABLE/PAYABLE 
 

The School has recorded “Grants funding receivable” in the amount of $83,736 to account for the 
remainder of State and Federal awards allocated to the School, but not received as of June 30, 
2017. 
 
Under the terms of the management agreement (see note 8), the School has recorded a liability to 
WHLS of Ohio, LLC in the amount of $83,736 for 100 percent of any State and Federal grant 
monies uncollected or unpaid (excluding Ed Jobs) to WHLS of Ohio, LLC as of June 30, 2017. 

 
6.  CAPITAL ASSETS AND DEPRECIATION 

 
 For the year ended June 30, 2017, the School’s capital assets consisted of the following: 

 
Balance Balance

Capital Assets Being Depreciated 6/30/2016 Additions Deletions 6/30/2017
Equipment 134,560$        -$         -$         134,560$      
Total Capital Assets Being Depreciated 134,560         -              -              134,560       

Less Accumulated Depreciation
Equipment (128,321)        (3,565)      -              (131,886)      
Total Accumulated Depreciation (128,321)        (3,565)      -              (131,886)      
Total Capital Assets Being Depreciated,
Net 6,239$           (3,565)$    -$            2,674$         

 
 
7.          RISK MANAGEMENT 

 
Property and Liability - The School is exposed to various risks of loss related to torts; theft or 
damage to, and destruction of assets; errors and omissions; injuries to employees; and natural 
disasters. As part of its management agreement with WHLS of Ohio, LLC, WHLS of Ohio, LLC has 
contracted with an insurance company for property and general liability insurance pursuant to the 
management agreement. (see note 8). There were no significant reduction in insurance coverage 
from the prior year and claims did not exceed insurance coverage over the past three years.  
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7.          RISK MANAGEMENT (continued) 
 
Director and Officer - Coverage has been purchased by the School with a $2,000,000 aggregate 
limit and a $5,000, $15,000, or $50,000 deductible, depending on the claim. 

 
8.  AGREEMENT WITH WHLS OF OHIO, LLC 

 
Effective January 22, 2009, the School extended its management agreement (Agreement) with 
WHLS of Ohio, LLC, which is an educational consulting and management company.  The 
Agreement’s term will end on June 30, 2019.  The Agreement will renew for an additional, 
successive five (5) year term unless one party notifies the other party by January 1st of the then-
current year of its intention to not renew the agreement. Substantially all functions of the School 
have been contracted to WHLS of Ohio, LLC.  WHLS of Ohio, LLC is responsible and accountable 
to the School’s Board of Directors for the administration and operation of the School. Effective July 
1, 2009, the School is required to pay WHLS of Ohio, LLC a monthly continuing fee of 94 1/2 
percent of the School's “Qualified Gross Revenues”, defined as, all revenues and income received 
by the School except for charitable contributions and also WHLS of Ohio, LLC shall receive 100 
percent of any and all grants or funding of any kind generated by WHLS of Ohio, LLC, and its 
affiliates beyond the regular per pupil state funding received by the School, (not including Ed Jobs 
) subject to any terms and conditions attached to the grants, if any.  The continuing fee is paid to 
WHLS of Ohio, LLC based on the qualified gross revenues.  

 
The School had purchased service expenses for the year ended June 30, 2017, to WHLS of Ohio, 
LLC of $2,548,504; of which $5,358 was a receivable and $83,736 payable due to WHLS of Ohio, 
LLC at June 30, 2017. WHLS of Ohio, LLC will be responsible for all costs incurred in providing the 
educational program at the School, which include but are not limited to, salaries and benefits of all 
personnel, curriculum materials, textbooks, library books, computers and other equipment, 
software, supplies, building payments, maintenance, capital, and insurance. 
 

9. SPONSORSHIP FEES 
 
Under Paragraph D(5) of the sponsor contract with The University of Toledo (UT Board), it states 
that the School “…shall pay to the Sponsor, the amount of three percent (3%) of all state funds 
received each year by the School, in consideration for the time, organization, oversight, fees, and 
costs of the Sponsor pursuant to the contract.”  Such fees are paid to the The University of Toledo 
(UT Board) monthly.  As indicated on the Statement of Revenues, Expenses, and Changes in Net 
Position, the School incurred $61,626 in sponsorship fees to The University of Toledo (UT Board). 
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10. MANAGEMENT COMPANY EXPENSES 
 

For the year ended June 30, 2017, WHLS of Ohio, LLC and its affiliates incurred the following 
expenses on behalf of the School. 
 

 
 
Overhead charges are assigned to the School based on a percentage of revenue.  These charges 
represent the indirect cost of services provided in the operation of the School.  Such services include, 
but are not limited to facilities management, equipment, operational support services, management 
and management consulting, board relations, human resources management, training and 
orientation, financial reporting and compliance, purchasing and procurement, education services, 
technology support and marketing and communications.  

 
11. DEFINED BENEFIT PENSION PLANS 

 
 A. Net Pension Liability 

 
The net pension liability reported on the statement of net position represents a liability to 
employees for pensions. Pensions are a component of exchange transactions-–between 
an employer and its employees—of salaries and benefits for employee services.  Pensions 
are provided to an employee—on a deferred-payment basis—as part of the total 
compensation package offered by an employer for employee services each financial 
period.  The obligation to sacrifice resources for pensions is a present obligation because 
it was created as a result of employment exchanges that already have occurred. 
 
 
 
 
 
 
 
 
 

 

Regular Instruction
(1100 Function 

Codes)

Special Instruction
(1200 Function 

Codes)

Support Services
(2000 Function 

Codes)

Non-Instructional 
(3000 through 7000 

Function Codes)
Total

1100 1200 2000 3000

Salaries & Wages (100 Object Codes) 100       711,943                        144,990                 856,934             
Employees’ Benefits (200 Object Codes) 200       210,169                        50,567                   260,736             
Professional & Technical Services (410 Object Code 410       14,626                          255,625                      252,717                 522,968             
Property Services (420 Object Codes) 420       406,473                 406,473             
Travel (430 Object Codes) 430       2,045                     2,045                 
Communications (440 Object Codes) 440       75,442                   75,442               
Utilities (450 Object Codes) 450       74,744                   74,744               
Contracted Craft or Trade Services (460 Object Cod 460       123,232                     123,232             
Transportation (480 Object Codes) 480       4,589                     4,589                 
Other Supplies (510 Object Codes) 510       5,822                            1,349                           30,279                   37,450               
Educational Supplies & Curriculum (520 Object Cod 520       40,649                          40,649               
Depreciation (600 Object Codes) 600       15,081                   15,081               
Other Direct Expense (800 Object Codes) 800       22,325                   22,325               
Total Direct Expenses 983,210                        256,974                      1,079,252              123,232                     2,442,668         

Overhead 29,622                   29,622               

Total Expenses 983,210$                     256,974$                    1,108,874$           123,232$                   2,472,290$       

Direct Expenses: 

  
Indirect Expenses: 
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11. DEFINED BENEFIT PENSION PLANS (continued) 
 

 A. Net Pension Liability (continued) 
 

The net pension liability represents the School’s proportionate share of each pension plan’s 
collective actuarial present value of projected benefit payments attributable to past periods 
of service, net of each pension plan’s fiduciary net position.  The net pension liability 
calculation is dependent on critical long-term variables, including estimated average life 
expectancies, earnings on investments, cost of living adjustments and others.  While these 
estimates use the best information available, unknowable future events require adjusting 
this estimate annually.   
  
Ohio Revised Code limits the School’s obligation for this liability to annually required 
payments.   The School cannot control benefit terms or the manner in which pensions are 
financed; however, the School does receive the benefit of employees’ services in exchange 
for compensation including pension.  
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they 
benefit from employee services; and (2) State statute requires all funding to come from 
these employers.  All contributions to date have come solely from these employers (which 
also includes costs paid in the form of withholdings from employees).  State statute requires 
the pension plans to amortize unfunded liabilities within 30 years.  If the amortization period 
exceeds 30 years, each pension plan’s board must propose corrective action to the State 
legislature.  Any resulting legislative change to benefits or funding could significantly affect 
the net pension liability.   Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net 
pension liability on the accrual basis of accounting. Any liability for the contractually-
required pension contribution outstanding at the end of the year is included in continuing 
fees payable on the accrual basis of accounting.   

 
 B. Plan Description – School Employees Retirement System (SERS) 

 
Plan Description – School non-teaching employees participate in SERS, a cost-sharing 
multiple-employer defined benefit pension plan administered by SERS.  SERS provides 
retirement, disability and survivor benefits, annual cost-of-living adjustments, and death 
benefits to plan members and beneficiaries.  Authority to establish and amend benefits is 
provided by Ohio Revised Code Chapter 3309.  SERS issues a publicly available, stand-
alone financial report that includes financial statements, required supplementary 
information and detailed information about SERS’ fiduciary net position.  That report can 
be obtained by visiting the SERS website at www.ohsers.org under Employers/Audit 
Resources.  
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11. DEFINED BENEFIT PENSION PLANS (continued) 
 

B. Plan Description – School Employees Retirement System (SERS)(continued) 
 
Age and service requirements for retirement are as follows: 

 
Eligible to Eligible to

Retire on or before Retire on or after
August 1, 2017 * August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 57 with 30 years of service credit

Actuarially Reduced Benefits Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Age 55 with 25 years of service credit Age 60 with 25 years of service credit

* Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
 

 
Annual retirement benefits are calculated based on final average salary multiplied by a 
percentage that varies based on year of service; 2.2 percent for the first 30 years of service 
and 2.5 percent for years of service credit over 30.  Final average salary is the average of 
the highest three years of salary. 
 
One year after an effective benefit date, a benefit recipient is entitled to a three percent 
cost-of-living adjustment (COLA).  This same COLA is added each year to the base benefit 
amount on the anniversary date of the benefit. 
  
Funding Policy – Plan members are required to contribute 10 percent of their annual 
covered salary and the School is required to contribute 14 percent of annual covered 
payroll.  The contribution requirements of plan members and employers are established 
and may be amended by the SERS’ Retirement Board up to statutory maximum amounts 
of 10 percent for plan members and 14 percent for employers.  The Retirement Board, 
acting with the advice of the actuary, allocates the employer contribution rate among four 
of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and 
Health Care Fund).  For the fiscal year ended June 30, 2017, the allocation to pension, 
death benefits, and Medicare B was 14 percent.  SERS did not allocate any employer 
contributions to the Health Care Fund for fiscal year 2017. 

The School’s contractually required contribution to SERS was $14,686 for fiscal year 
2017. 

 
 C. Plan Description – State Teachers Retirement System (STRS) 
 

Plan Description – School licensed teachers and other faculty members participate in 
STRS Ohio, a cost-sharing multiple-employer public employee retirement system 
administered by STRS.  STRS provides retirement and disability benefits to members and 
death and survivor benefits to beneficiaries.  STRS issues a stand-alone financial report 
that includes financial statements, required supplementary information and detailed 
information about STRS’ fiduciary net position.  That report can be obtained by writing to 
STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by 
visiting the STRS Web site at www.strsoh.org. 
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11. DEFINED BENEFIT PENSION PLANS (continued) 
 
 C. Plan Description – State Teachers Retirement System (STRS)(continued) 
 

New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a 
Defined Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio 
Revised Code Chapter 3307.  The DB plan offers an annual retirement allowance based 
on final average salary multiplied by a percentage that varies based on years of service.  
Effective August 1, 2015, the calculation was 2.2 percent of final average salary for the five 
highest years of earnings multiplied by all years of service. Members are eligible to retire 
at age 60 with five years of qualifying service credit, or at age 55 with 26 years of service, 
or 31 years of service regardless of age.  Eligibility changes will be phased in until August 
1, 2026, when retirement eligibility for unreduced benefits will be five years of service credit 
and age 65, or 35 years of service credit and at least age 60. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of 
the 14 percent employer contributions into an investment account.  Investment allocation 
decisions are determined by the member.  The remaining 4.5 percent of the 14 percent 
employer rate is allocated to the defined benefit unfunded liability.  A member is eligible to 
receive a retirement benefit at age 50 and termination of employment.  The member may 
elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined 
Plan, 12 percent of the 14 percent member rate goes to the DC Plan and the remaining 2 
percent is applied to the DB Plan. Member contributions to the DC Plan are allocated 
among investment choices by the member, and contributions to the DB Plan from the 
employer and the member are used to fund the defined benefit payment at a reduced level 
from the regular DB Plan. The defined benefit portion of the Combined Plan payment is 
payable to a member on or after age 60 with five years of service. The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime 
monthly annuity after termination of employment at age 50 or later. 
 
New members who choose the DC plan or Combined Plan will have another opportunity 
to reselect a permanent plan during their fifth year of membership.  Members may remain 
in the same plan or transfer to another STRS plan.  The optional annuitization of a 
member’s defined contribution account or the defined contribution portion of a member’s 
Combined Plan account to a lifetime benefit results in STRS bearing the risk of investment 
gain or loss on the account.  STRS has therefore included all three plan options as one 
defined benefit plan for GASB 68 reporting purposes. 

 
A DB or Combined Plan member with five or more years of credited service who is 
determined to be disabled may qualify for a disability benefit.  Eligible survivors of members 
who die before service retirement may qualify for monthly benefits.  New members on or 
after July 1, 2013, must have at least ten years of qualifying service credit to apply for 
disability benefits.  Members in the DC Plan who become disabled are entitled only to their 
account balance.  If a member of the DC Plan dies before retirement benefits begin, the 
member’s designated beneficiary is entitled to receive the member’s account balance.  
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11. DEFINED BENEFIT PENSION PLANS (continued) 
 
 C. Plan Description – State Teachers Retirement System (STRS)(continued) 

 
Funding Policy – Employer and member contribution rates are established by the State 
Teachers Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For 
the fiscal year ended June 30, 2017, plan members were required to contribute 14 percent 
of their annual covered salary. The School was required to contribute 14 percent; the entire 
14 percent was the portion used to fund pension obligations.  The fiscal year 2017 
contribution rates were equal to the statutory maximum rates. 
 
The School’s contractually required contribution to STRS was $99,349 for fiscal year 2017.  

 
D. Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and 

Deferred Inflows of Resources Related to Pensions 
 

The net pension liability was measured as of July 1, 2016, and the total pension liability 
used to calculate the net pension liability was determined by an independent actuarial 
valuation as of that date. The School's employer allocation percentage of the net pension 
liability was based on the employer’s share of contributions to the pension plan relative to 
the total employer contributions of all participating entities.  Following is information related 
to the proportionate share and pension expense: 
 

SERS STRS Total
Proportionate Share of the Net 
  Pension Liability 347,466$        2,434,368$      2,781,834$   
Proportion of the Net Pension Liability:

Current Measurement Date 0.00474740% 0.00727263%
Prior Measurement Date 0.00778410% 0.00807103%

Change in Proportionate Share (0.00303670%) (0.00079840%)

Pension Expense (25,130)$         (81,420)$         (106,550)$      
 

 
Deferred outflows/inflows of resources represent the effect of changes in the net pension 
liability due to the difference between projected and actual investment earnings, 
differences between expected and actual actuarial experience, changes in assumptions 
and changes in the School’s proportion of the collective net pension liability. The deferred 
outflows and deferred inflows are to be included in pension expense over current and future 
periods. The difference between projected and actual investment earnings is recognized 
in pension expense using a straight line method over a five year period beginning in the 
current year. Deferred outflows and deferred inflows resulting from changes in sources 
other than differences between projected and actual investment earnings are amortized 
over the average expected remaining service lives of all members (both active and inactive) 
using the straight line method. Employer contributions to the pension plan subsequent to 
the measurement date are also required to be reported as a deferred outflow of resources. 
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11. DEFINED BENEFIT PENSION PLANS (continued) 
  
D. Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and 

Deferred Inflows of Resources Related to Pensions (continued) 
 
At June 30, 2017, the School reported deferred outflows of resources and deferred inflows 
of resources related to pensions from the following sources:  

STRS SERS Total
Deferred Outflows of Resources
Differences between expected and
  actual experience $98,358 $4,688 $103,046
Changes of assumptions -             23,195 23,195
Net difference between projected and
  actual earnings on pension plan investments 202,116 28,661 230,777
School contributions subsequent to the 
  measurement date 99,349 14,686 114,035

Total Deferred Outflows of Resources $399,823 $71,230 $471,053

Deferred Inflows of Resources
Changes in proportion and differences between School

contributions an proportionate share of contributions 589,465$    144,538$  734,003$    

Total Deferred Inflows of Resources $589,465 $144,538 $734,003

 
$114,035 reported as deferred outflows of resources related to pension resulting from 
School contributions subsequent to the measurement date will be recognized as a 
reduction of the net pension liability in the year ending June 30, 2018.  Other amounts 
reported as deferred outflows of resources and deferred inflows of resources related to 
pension will be recognized in pension expense as follows: 

 

STRS SERS Total
Fiscal Year Ending June 30:

2018 (41,762)$      (134,443)$      (176,205)$      
2019 (41,780)        (134,444)        (176,224)        
2020 (12,690)        (56,888)          (69,578)          
2021 8,238           36,785           45,023           

(87,994)$      (288,990)$      (376,984)$      
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11. DEFINED BENEFIT PENSION PLANS (continued) 
 
E. Actuarial Assumptions – SERS 

 
SERS’ total pension liability was determined by their actuaries in accordance with GASB 
Statement No. 67, as part of their annual actuarial valuation for each defined benefit 
retirement plan.  Actuarial valuations of an ongoing plan involve estimates of the value of 
reported amounts (e.g., salaries, credited service) and assumptions about the probability 
of occurrence of events far into the future (e.g., mortality, disabilities, retirements, 
employment termination).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new 
estimates are made about the future. 

 
Projections of benefits for financial reporting purposes are based on the substantive plan 
(the plan as understood by the employers and plan members) and include the types of 
benefits provided at the time of each valuation and the historical pattern of sharing benefit 
costs between the employers and plan members to that point.  The projection of benefits 
for financial reporting purposes does not explicitly incorporate the potential effects of legal 
or contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, 
actuarial calculations will take into account the employee’s entire career with the employer 
and also take into consideration the benefits, if any, paid to the employee after termination 
of employment until the death of the employee and any applicable contingent annuitant.  In 
many cases actuarial calculations reflect several decades of service with the employer and 
the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest 
actuarial valuation, prepared as of June 30, 2016, are presented below: 

 
Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
COLA  or Ad Hoc COLA 3.00 percent
Investment Rate of Return 7.50 percent net of investments expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)

 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality 
Table with fully generational projection and a five year age set-back for both males and 
females.  Mortality among service retired members and beneficiaries were based upon the 
RP-2014 Blue Collar Mortality Table with fully generational projection with Scale BB, 120 
percent of male rates and 110 percent of female rates.  Mortality among disabled members 
were based upon the RP-2000 Disabled Mortality Table, 90 percent for male rates and 100 
percent for female rates, set back five years is used for the period after disability retirement.  
 
The actuarial assumptions used in the June 30, 2016 valuation were based on the results 
of an actuarial experience study for the period ending July 1, 2010 to June 30, 2015.  The 
assumed rate of inflation, payroll growth assumption and assumed real wage growth were 
reduced in the June 30, 2016 actuarial valuation.  The rates of withdrawal, retirement and 
disability updated to reflect recent experience and mortality rates were also updated. 
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11. DEFINED BENEFIT PENSION PLANS (continued) 
 
 E. Actuarial Assumptions – SERS (continued) 
 

The long-term return expectation for the Pension Plan Investments has been determined 
using a building-block approach and assumes a time horizon, as defined in SERS’ 
Statement of Investment Policy.  A forecasted rate of inflation serves as the baseline for 
the return expectation.  Various real return premiums over the baseline inflation rate have 
been established for each asset class.  The long-term expected nominal rate of return has 
been determined by calculating an arithmatic weighted average of the expected real return 
premiums for each asset class, adding the projected inflation rate, and adding the expected 
return from rebalancing uncorrelated asset classes. The target allocation and best 
estimates of arithmetic real rates of return for each major assets class are summarized in 
the following table: 

 
Target

Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return

 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 
percent.  The projection of cash flows used to determine the discount rate assumed the 
contributions from employers and from the members would be computed based on 
contribution requirements as stipulated by State statute.  Projected inflows from investment 
earning were calculated using the long-term assumed investment rate of return (7.50 
percent).  Based on those assumptions, the plan’s fiduciary net position was projected to 
be available to make all future benefit payments of current plan members.  Therefore, the 
long-term expected rate of return on pension plan investments was applied to all periods 
of projected benefits to determine the total pension liability.   
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to 
Changes in the Discount Rate Net pension liability is sensitive to changes in the discount 
rate, and to illustrate the potential impact the following table presents the net pension 
liability calculated using the discount rate of 7.50 percent, as well as what each plan’s net 
pension liability would be if it were calculated using a discount rate that is one percentage 
point lower (6.50 percent), or one percentage point higher (8.50 percent) than the current 
rate.    

 
Current

1% Decrease Discount Rate 1% Increase
(6.50%) (7.50%) (8.50%)

School's proportionate share
  of the net pension liability 460,023$       347,466$          253,251$       
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11. DEFINED BENEFIT PENSION PLANS (continued) 
 
F. Actuarial Assumptions - STRS 

 
The total pension liability in the June 30, 2016, actuarial valuation was determined using 
the following actuarial assumptions, applied to all periods included in the measurement:  

 
Inflation 2.75 percent
Projected salary increases 12.25 percent at age 20 to 2.75 percent at age 70
Investment Rate of Return 7.75 percent, net of investment expenses, including inflation
Cost-of-Living Adjustments 2 percent simple applied as follows:  for members retiring before
  (COLA) August 1, 2013, 2 percent per year; for members retiring August 1, 2013,

or later, 2 percent COLA commences on the fifth anniversary of the
 

Mortality rates were based on the RP-2000 Combined Mortality Table (Projection 2022—
Scale AA) for Males and Females.  Males’ ages are set-back two years through age 89 
and no set-back for age 90 and above.  Females younger than age 80 are set back four 
years, one year set back from age 80 through 89 and not set back from age 90 and above.   
 
Actuarial assumptions used in the June 30, 2016, valuation are based on the results of an 
actuarial experience study, effective July 1, 2012. 
 
STRS’ investment consultant develops an estimate range for the investment return 
assumption based on the target allocation adopted by the Retirement Board. The target 
allocation and long-term expected rate of return for each major asset class are summarized 
as follows: 
 

Target
Asset Class Allocation

Domestic Equity 31.00 % 8.00 %
International Equity 26.00 7.85
Alternatives 14.00 8.00
Fixed Income 18.00 3.75
Real Estate 10.00 6.75
Liquidity Reserves 1.00 3.00

Total 100.00 % 7.61 %

Long-Term Expected
Real Rate of Return*

 
*10-year annualized geometric nominal returns, which include the real rate of return and 
inflation of 2.50 percent and does not include investment expenses. The total fund long-
term expected return reflects diversification among the asset classes and therefore is not 
a weighted average return of the individual asset classes.  
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11. DEFINED BENEFIT PENSION PLANS (continued) 
 
 F. Actuarial Assumptions – STRS (continued) 

 
Discount Rate The discount rate used to measure the total pension liability was 7.75 
percent as of June 30, 2016. The projection of cash flows used to determine the discount 
rate assumes member and employer contributions will be made at the statutory contribution 
rates in accordance with rate increases described above. For this purpose, only employer 
contributions that are intended to fund benefits of current plan members and their 
beneficiaries are included.  Projected employer contributions that are intended to fund the 
service costs of future plan members and their beneficiaries, as well as projected 
contributions from future plan members, are not included.  Based on those assumptions, 
STRS’ fiduciary net position was projected to be available to make all projected future 
benefit payments to current plan members as of June 30, 2016.  Therefore, the long-term 
expected rate of return on pension plan investments of 7.75 percent was applied to all 
periods of projected benefit payment to determine the total pension liability as of June 30, 
2016. 
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to 
Changes in the Discount Rate The following table presents the School's proportionate 
share of the net pension liability as of June 30, 2016, calculated using the current period 
discount rate assumption of 7.75 percent, as well as what the School's proportionate share 
of the net pension liability would be if it were calculated using a discount rate that is one-
percentage-point lower (6.75 percent) or one-percentage-point higher (8.75 percent) than 
the current rate:  

Current
1% Decrease Discount Rate 1% Increase

(6.75%) (7.75%) (8.75%)
School's proportionate share
  of the net pension liability 3,235,078$       2,434,368$        1,758,923$       

 
Changes Between Measurement Date and Report Date  In March 2017, the STRS 
Board adopted certain assumption changes which will impact their annual actuarial 
valuation prepared as of June 30, 2017.  The most significant change is a reduction in the 
discount rate from 7.75 percent to 7.45 percent.  In April 2017, the STRS Board voted to 
suspend cost of living adjustments granted on or after July 1, 2017.  Although the exact 
amount of these changes is not known, the overall decrease to School’s net pension liability 
is expected to be significant.   

 
12. POSTEMPLOYMENT BENEFITS 

 
A.   School Employee Retirement System 

 
Health Care Plan Description - The School contributes to the SERS Health Care Fund, 
administered by SERS for non-certificated retirees and their beneficiaries.  For GASB 45 
purposes, this plan is considered a cost-sharing, multiple-employer, defined benefit other 
postemployment benefit (OPEB) plan.  The Health Care Plan includes hospitalization and 
physicians’ fees through several types of plans including HMO’s, PPO’s, Medicare 
Advantage, and traditional indemnity plans as well as a prescription drug program. The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial 
Report which can be obtained on SERS’ website at www.ohsers.org under 
Employers/Audit Resources. 
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12. POSTEMPLOYMENT BENEFITS (continued) 

 
A.   School Employee Retirement System (continued) 
 

Access to health care for retirees and beneficiaries is permitted in accordance with Section 
3309 of the Ohio Revised Code. The Health Care Fund was established and is 
administered in accordance with Internal Revenue Code Section 105(e). SERS’ 
Retirement Board reserves the right to change or discontinue any health plan or program. 
Health care is financed through a combination of employer contributions and retiree 
premiums, copays and deductibles on covered health care expenses, investment returns, 
and any funds received as a result of SERS’ participation in Medicare programs. Active 
employee members do not contribute to the Health Care Plan.  Retirees and their 
beneficiaries are required to pay a health care premium that varies depending on the plan 
selected, the  number of qualified years of service, Medicare eligibility and retirement 
status. 

 
Funding Policy - State statute permits SERS to fund the health care benefits through 
employer contributions.  Each year, after the allocation for statutorily required basic 
benefits, the Retirement Board allocates the remainder of the employer contribution of 14 
percent of covered payroll to the Health Care Fund. For fiscal year 2017, SERS did not 
allocate any employer contributions to the Health Care fund.   In addition, employers pay 
a surcharge for employees earning less than an actuarially determined minimum 
compensation amount, pro-rated according to service credit earned. For fiscal year 2017, 
this amount was $23,500.  Statutes provide that no employer shall pay a health care 
surcharge greater than 2 percent of that employer’s SERS-covered payroll; nor may SERS 
collect in aggregate more than 1.5 percent of the total statewide SERS-covered payroll for 
the health care surcharge. For fiscal year 2017, the School’s surcharge obligation was 
$2,362. 

 
For fiscal years 2016 and 2017, SERS did not allocate employer contributions to the Health 
Care fund.  The School’s contributions for health care for the fiscal year ended June 30, 
2015, was $2,070. The full amount has been contributed for fiscal year 2015. 
 

B. State Teachers Retirement System 
 

Plan Description – The School participates in the cost-sharing multiple-employer defined 
benefit Health Plan administered by the State Teachers Retirement System of Ohio (STRS) 
for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include 
hospitalization, physicians’ fees, prescription drugs and reimbursement of monthly 
Medicare Part B premiums.  The Plan is included in the report of STRS which can be 
obtained by visiting www.strsoh.org or by calling (888) 227-7877. 

 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS Ohio to offer the Plan 
and gives the Retirement Board authority over how much, if any, of the health care costs 
will be absorbed by STRS.  Active employee members do not contribute to the Health Care 
Plan.  All benefit recipients, for the most recent year, pay a monthly premium.  Under Ohio 
law, funding for post-employment health care may be deducted from employer 
contributions.  For fiscal years 2017, 2016 and 2015, STRS did not allocate any employer 
contributions to post-employment health care; therefore, the School did not contribute to 
health care in the last three fiscal years. 
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13. CONTINGENCIES 
 
A.        Grants 

  
Amounts received from grantor agencies are subject to audit and adjustment by the 
grantor. Any disallowed costs may require refunding to the grantor.  Amounts which may 
be disallowed, if any, are not presently determinable.  However, in the opinion of the 
School, any such adjustments will not have a material adverse effect on the financial 
position of the School. 

 
B.       Enrollment FTE 

 
School foundation funding is based on the annualized full-time equivalent (FTE) enrollment 
of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that 
clearly demonstrates students have participated in learning opportunities. The Ohio 
Department of Education (ODE) is legislatively required to adjust/reconcile funding as 
enrollment information is updated by schools throughout the State, which can extend past 
the fiscal year end. 
 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent 
to the fiscal year end that may result in an additional adjustment to the enrollment 
information as well as claw backs of Foundation funding due to a lack of evidence to 
support student participation and other matters of noncompliance. ODE did not perform a
review on the School for fiscal year 2017. 
 
As of the date of this report, all ODE adjustments through fiscal year 2017 have been 
completed. 
 
In addition, the School’s contracts with their Sponsor and Management Company require 
payment based on revenues received from the State. As discussed above, all ODE 
adjustments through fiscal year 2017 have been completed. A reconciliation between 
payments previously made and the FTE adjustments has taken place with these contracts. 
 

14. LITIGATION 
 

The School is not a party to legal proceedings that, in the opinion of management, would 
have a material adverse effect on the financial statements. 
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2017 2016 2015 2014
State Teachers Retirement System (STRS)

School's Proportion of the Net Pension Liability 0.00727263% 0.00807103% 0.01049523% 0.01049523%

School's Proportionate Share of the Net Pension Liability 2,434,368$         2,230,597$         2,552,803$         3,040,882$         

School's Covered Payroll 832,571$            1,040,664$         840,346$            746,169$            

School's Proportionate Share of the Net Pension

Liability as a Percentage of its Covered Payroll 292.39% 214.34% 303.78% 407.53%

Plan Fiduciary Net Position as a Percentage of the Total 
Pension Liability 66.80% 72.10% 74.70% 69.30%

(1) Information prior to 2014 is not available.

The amounts presented for each fiscal year were determined as of the 
measurement date, which is the prior fiscal year.
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2017 2016 2015 2014
School Employees Retirement System (SERS)

School's Proportion of the Net Pension Liability 0.00474740% 0.00778410% 0.00868800% 0.00868800%

School's Proportionate Share of the Net 
Pension Liability 347,466$       444,168$       439,695$         516,647$         

School's Covered Payroll 260,157$       450,114$       478,117$         345,159$         

Liability as a Percentage of its Covered Payroll 133.56% 98.68% 91.96% 149.68%

Plan Fiduciary Net Position as a Percentage of 
the Total Pension Liability 62.98% 69.16% 71.70% 65.52%

(1) Information prior to 2014 is not available.

Notes:
School Employees Retirement System (SERS)

Changes of Benefit Terms: None. 

Changes of Assumptions: Amounts reported in 2017 reflect an adjustment of the rates of withdrawal, retirement and 
disability to more closely reflect actual experience and the expectation of retired life mortality was based on RP-2014 Blue 
Collar Mortality Tables and RP-2000 Disabled Mortality Table. The following reductions were also made to the actuarial 
assumptions:

· Discount rate from 7.75% to 7.50%
· Assumed rate of inflation from 3.25% to 3.00%
· Payroll growth assumption from 4.00% to 3.50%
· Assumed real wage growth from 0.75% to 0.50%

The amounts presented for each fiscal year were determined as of 
the measurement date, which is the prior fiscal year.
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2017 2016 2015 2014
State Teachers Retirement System (STRS)
Contractually Required Contribution 99,349$    116,560$   145,693$       109,245$       

Contributions in Relation to the
Contractually Required Contribution (99,349)     (116,560)   (145,693)        (109,245)        

Contribution Deficiency (Excess) -$          -$          -$              -$              

School Covered-Employee Payroll 709,636$   832,571$   1,040,664$    840,346$       

Contributions as a Percentage of
Covered-Employee Payroll 14.00% 14.00% 14.00% 13.00%
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2013 2012 2011 2010 2009 2008

97,002$       125,658$     134,013$     150,279$       137,583$       130,888$       

(97,002)        (125,658)      (134,013)      (150,279)        (137,583)        (130,888)        

-$            -$            -$            -$              -$              -$              

746,169$     966,600$     1,030,869$   1,155,992$     1,058,331$    1,006,831$    

13.00% 13.00% 13.00% 13.00% 13.00% 13.00%
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2017 2016 2015 2014
School Employees Retirement System (SERS)
Contractually Required Contribution 14,686$       36,422$       59,325$       66,267$    

Contributions in Relation to the
Contractually Required Contribution (14,686)        (36,422)        (59,325)        (66,267)     

Contribution Deficiency (Excess) -$            -$            -$            -$         

School Covered-Employee Payroll 104,900$     260,157$     450,114$     478,117$  

Contributions as a Percentage of
Covered-Employee Payroll 14.00% 14.00% 13.18% 13.86%
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2013 2012 2011 2010 2009 2008

47,770$        41,541$        37,529$        51,049$        32,876$        33,364$     

(47,770)         (41,541)         (37,529)         (51,049)         (32,876)         (33,364)      

-$             -$             -$             -$             -$             -$          

345,159$      308,855$      298,560$      377,024$      334,106$      339,756$   

13.84% 13.45% 12.57% 13.54% 9.84% 9.82%
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January 19, 2018 
 
To the Board of Directors  
HOPE Academy Northwest Campus 
Cuyahoga County, Ohio 
1441 West 116th Street 
Cleveland, Ohio 44102 
 

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 
and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the HOPE Academy 
Northwest Campus, Cuyahoga County, Ohio (the “School”) as of and for the year ended June 30, 2017, 
and the related notes to the financial statements, which collectively comprise the School’s basic financial 
statements, and have issued our report thereon dated January 19, 2018. 
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School's internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate in 
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the School’s internal control. Accordingly, we 
do not express an opinion on the effectiveness of the School’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with 
governance.  
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified. 
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HOPE Academy Northwest Campus 
Independent Auditor’s Report on Internal Control over Financial Reporting and on  

Compliance and Other Matters Based on an Audit of Financial Statements  
Performed in Accordance with Government Auditing Standards 

Page 2 of 2 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 
results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 

 
 

 
Medina, Ohio 
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CLERK’S CERTIFICATION 
This is a true and correct copy of the report which is required to be filed in the Office of the 
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio. 
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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
of Inkster Preparatory Academy

We have audited the accompanying financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of Inkster Preparatory Academy as of and for the year ended June 30, 2018, and
the related notes to the financial statements, which collectively comprise Inkster Preparatory Academy’s basic financial
statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free
from material misstatement, whether due to fraud or error.

Auditor’s Responsibility
Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgement, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the
auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.

Opinions
In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the governmental activities, each major fund, and the aggregate remaining fund information of Inkster
Preparatory Academy as of June 30, 2018, and the respective changes in financial position, thereof for the year then
ended in accordance with accounting principles generally accepted in the United States of America.
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Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion and
analysis and budgetary comparison information, as identified in the table of contents, be presented to supplement the
basic financial statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or historical context. We have applied certain
limited procedures to the required supplementary information in accordance with auditing standards generally accepted
in the United States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and the other knowledge we obtained during our audit of the basic financial statements. We do
not express an opinion or provide any assurance on the information because the limited procedures do not provide us
with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
Inkster Preparatory Academy’s basic financial statements. The introductory section, combining and individual non
major fund financial statements, and schedules of revenues and expenditures, are presented for purposes of additional
analysis and are not a required part of the basic financial statements.

The combining and individual non major fund financial statements and the schedules of revenues and expenditures are
the responsibility of management and were derived from and relate directly to the underlying accounting and other
records used to prepare the basic financial statements. Such information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the combining and individual non major
fund financial statements and the schedules of revenues and expenditures are fairly stated in all material respects in
relation to the basic financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures applied in the audit of the
basic financial statements and, accordingly, we do not express an opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated October 30, 2018, on our
consideration of Inkster Preparatory Academy’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that report is solely to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of Inkster Preparatory
Academy’s internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering Inkster Preparatory Academy’s internal
control over financial reporting and compliance.

Croskey Lanni, PC

October 30, 2018
Rochester, Michigan
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN

ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors
of Inkster Preparatory Academy

We have audited, in accordance with the auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller General
of the United States, the financial statements of the governmental activities, each major fund, and the aggregate
remaining fund information of Inkster Preparatory Academy, as of and for the year ended June 30, 2018, and the related
notes to the financial statements, which collectively comprise Inkster Preparatory Academy’s basic financial statements,
and have issued our report thereon dated October 30, 2018.

Internal Control over Financial Reporting
In planning and performing our audit of the financial statements, we considered Inkster Preparatory Academy’s internal
control over financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of Inkster Preparatory Academy’s internal control. Accordingly, we do not
express an opinion on the effectiveness of Inkster Preparatory Academy’s internal control.

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

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and was
not designed to identify all deficiencies in internal control that might be material weaknesses or, significant deficiencies.
Given these limitations, during our audit we did not identify any deficiencies in internal control that we consider to be
material weaknesses. However, material weaknesses may exist that have not been identified.
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Compliance and Other Matters
As part of obtaining reasonable assurance about whether Inkster Preparatory Academy’s financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those provisions was
not an objective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under Government Auditing Standards.

Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on
compliance. This report is an integral part of an audit performed in accordance with Government Auditing Standards in
considering the entity’s internal control and compliance. Accordingly, this communication is not suitable for any other
purpose.

Croskey Lanni, PC

October 30, 2018
Rochester, Michigan
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MANAGEMENT’S DISCUSSION AND ANALYSIS

This section of Inkster Preparatory Academy’s annual financial report presents our discussion and analysis of the public
school Academy’s financial performance during the fiscal year that ended on June 30, 2018. Please read it in conjunction
with the Academy’s financial statements, which immediately follow this section.

Financial Highlights

The Academy had an increase in the general fund balance of $12,678. This gives the Academy a general
fund balance of $23,001.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of three parts – management’s discussion and analysis (this section), the basic financial
statements and required supplementary information. The basic financial statements include two kinds of statements that
present different views of the Academy:

The first two statements are academy
wide financial statements that provide
both short term and long term
information about the Academy’s
overall financial status.

The remaining statements are fund
financial statements that focus on
individual parts of the Academy,
reporting the Academy’s operations in
more detail than the academy wide
statements.

The governmental funds statements tell
how basic services like regular and
special education were financed in the
short term as well as what remains for
future spending.

The financial statements also include notes that explain some of the information in the statements and provide more
detailed data. The statements are followed by a section of required supplementary information that further explains and
supports the financial statements with a comparison of the Academy’s budget for the year. Figure A 1 shows how the
various parts of the annual report are arranged and related to one another.

Figure A 2 summarized the major features of the Academy’s financial statements, including the portion of the Academy’s
activities they cover and the types of information they contain. The remainder of this overview section of management’s
discussion and analysis highlights the structure and contents of each of the statements.

v

Basic
Financial

Statements

Required
Supplementary
Information

Figure A 1
Organization of Inkster Preparatory

Academy’s Financial Report

District wide
Financial

Statements

Fund
Financial

Statements

Notes to
Financial

Statements

Summary Detail

Management’s
Discussion and

Analysis
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Figure A 2 Major Features of the Academy Wide and Fund Financial Statements

Academy wide statements Governmental funds Fiduciary funds
Scope Entire academy (except

fiduciary funds)
All activities of the academy
that are not fiduciary

Instances in which the
academy administers
resources on behalf of
someone else, such as
student activities monies

Required financial
statements

* Statement of net position * Balance sheet Statement of fiduciary net
position

* Statement of activities * Statement of revenues,
expenditures and changes in
fund balances

Accounting basis and
measurement focus

Accrual accounting and
economic resources focus

Modified accrual accounting
and current financial
resources focus

Accrual accounting and
economic resources focus

Type of asset/liabil ity
information

All assets and liabil ities,
both financial and capital,
short term and long term

Generally assets expected to
be used up and liabil ities
that come due during the year
or soon thereafter; no capital
assets or long term liabilities
included

All assets and liabil ities,
both short term and long
term, the academy’s funds do
not currently contain capital
assets, although they can

Type of inflow/outflow
information

All revenues and expenses
during year, regardless of
when cash is received or paid

Revenues for which cash is
received during or soon after
the end of the year,
expenditures when goods or
services have been received
and the related liabil ity is
due and payable

All additions and deductions
during the year, regardless of
when cash is received or paid

The two Academy wide statements report the Academy’s net position and how they have changed. Net position the
difference between the Academy’s assets, deferred outflows, liabilities and deferred inflows, are one way to measure the
Academy’s financial health or position.

Over time, increases or decreases in the Academy’s net position is an indicator of whether its financial
position is improving or deteriorating, respectively.

To assess the overall health of the Academy, you need to consider additional non financial factors such as
changes in the Academy’s enrollment, the condition of school buildings and other facilities, and the
Academy’s ability to be competitive with other public school academies and area school districts.

Governmental activities The Academy’s basic services are included here, such as regular and special education and
administration. State foundation aid finances most of these activities.
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Fund Financial Statements

The fund financial statements provide more detailed information about the Academy’s funds, focusing on its more
significant or “major” funds not the Academy as a whole. Funds are accounting devices the Academy uses to keep track
of specific sources of funding and spending on particular programs:

Some funds are required by State law.

The Academy establishes other funds to control and manage money for particular purposes (like repaying
its long term debts) or show that it is properly using certain revenues (like school lunch).

The Academy has only governmental funds Most of the Academy’s basic services are included in governmental funds
which generally focus on (1) how cash and other financial assets that can readily be converted to cash flow in and out and
(2) the balances left at year end that are available for spending. Consequently, the governmental funds statements
provide a detailed short term view that helps you determine whether there are more or fewer financial resources that
can be spent in the near future to finance the Academy’s programs. Because this information does not encompass the
additional long term focus of the Academy wide statements, we provide additional information with the governmental
funds statement that explains the relationship (or differences) between them.

Financial Analysis of the Academy as a Whole

The Academy’s combined net position of $40,432 increased by $3,029 during the year.

The total revenues increased 16% to $1,616,442 primarily due to increased enrollment. State aid foundation allowance
included in revenue from state sources accounts for 74% of the Academy’s revenue. Blended enrollment increased 58.75
students to 158.36 students.

The total cost of instruction increased 18.7% to $553,084. Support services increased 17.9% to $1,047,497.

Financial Analysis of The Academy’s Funds

The financial operation of the Academy is considered stable. The general fund balance at June 30, 2018 is $23,001 or 1.4%
of expenditures.

General Fund Budgetary Highlights

Over the course of the year, the Academy revised the general fund annual operating budget to stay within its budgetary
plan.

While the Academy’s final budget for the general fund anticipated revenues would be greater than expenditures and other
financing sources or uses by $12,215, the actual results for the year showed an increase in fund balance of $12,678.

Actual revenues were $45,236 more than budget primarily as a result of the receipt of unanticipated local sources of
revenue.

Actual expenditures were $31,955 more than budget primarily due to the underestimate of expenses related to
transportation and operations / maintenance.
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Academy Governmental Activities

2018 2017

Current and other assets 651,976$ 369,652$
Capital assets, net 17,431 27,080

Total assets 669,407 396,732

Current liabilities and deferred inflows 628,975 359,329

Net position:
Investment in capital assets 17,431 27,080
Unrestricted 23,001 10,323

Total net position 40,432$ 37,403$

Table A 3
Inkster Preparatory Academy's Net Position

2018 2017
Revenues:
Program revenues:
Federal and state operating grants 317,201$ 640,231$

General revenues:
State aid unrestricted 1,200,178 750,687
Other 99,063 953

Total revenues 1,616,442 1,391,871

Expenses:
Instruction 553,084 465,785
Support services 1,047,497 888,683
Unallocated depreciation 12,832

Total expenses 1,613,413 1,354,468

Change in net position 3,029$ 37,403$

Table A 4
Changes in Inkster Preparatory Academy's Net Position
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Capital Asset and Debt Administration

Capital Assets

As of June 30, 2018, the Academy had invested $17,431 in capital assets net of accumulated depreciation as summarized
in Figure A 5. This amount represents a net decrease of $9,649 from the beginning of the year. Total depreciation expense
for the year was $12,832. More detailed information about capital assets can be found in Note 5 to the financial
statements.

The Academy’s capital assets are as follows:

2018 2017

Equipment 38,963$ 35,780$

Less accumulated depreciation 21,532 8,700

Net book value of assets 17,431$ 27,080$

Table A 5
Inkster Preparatory Academy's Capital Assets

Long Term Debt

The Academy has no long term debt as of June 30, 2018.

Factors Bearing on The Academy’s Future

At the time these financial statements were prepared and audited, the Academy was aware of existing circumstances that
could significantly affect its financial health in the future.

The Academy has adopted a balanced general fund budget, as well as entered into a management
agreement in which any expenditures that exceed revenue will be covered and assumed by management.
The charter agreement with Central Michigan University expires June 30, 2021.
The school aid budget for 2017/2018 has been approved by the state legislature.

The Academy continues to place emphasis upon enrollment increases through newworking strategies. Enrollment growth
will be imperative in continuing financial growth, and offering additional program opportunities.

Contacting The Academy’s Financial Management

This financial report is designed to provide our students, parents and creditors with a general overview of the Academy’s
finances and to demonstrate the Academy’s accountability for the money it receives. If you have questions about this
report or need additional information, contact the Academy’sManagement Company, ACCEL Schools at 26200 Ridgemont,
Roseville, MI 48066. Phone (586) 575 9500.
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INKSTER PREPARATORY ACADEMY

STATEMENT OF NET POSITION
JUNE 30, 2018

Current Assets

Cash and cash equivalents 371,156$
Due from other governmental units 274,155
Prepaid expenses 6,665

Total current assets 651,976

Capital Assets Net of Accumulated Depreciation 17,431

Total assets and deferred outflows 669,407$

Current Liabilities

Accounts payable 531,564$
Unearned revenue 24,604
Other accrued expenses 72,807

Total current liabilities 628,975

Net Position

Net investment in capital assets 17,431
Unrestricted 23,001

Total net position 40,432

Total liabilities, deferred inflows and net position 669,407$

ASSETS ANDDEFERREDOUTFLOWS

LIABILITIES, DEFERRED INFLOWS, ANDNET POSITION

See accompanying notes to financial statements
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INKSTER PREPARATORY ACADEMY

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2018

Net (Expense)
Revenues and
Changes in

Program Net Position
Revenues Government

Charges for Operating Type
Expenses Services Grants Activities

Functions
Instruction
Basic programs 466,073$ $ 27,028$ (439,045)$
Added needs 87,011 93,011 6,000.00

Support services
Pupil support services 16,567 16,567
Instructional staff support services 82,806 74,026 (8,780)
General administration 57,492 (57,492)
School administration 238,554 (238,554)
Business support services 386 (386)
Operations and maintenance 358,630 (358,630)
Pupil transportation services 138,315 (138,315)
Central support services 28,686 (28,686)
Food services 126,061 106,569 (19,492)

Unallocated depreciation 12,832 (12,832)

Total primary government 1,613,413$ $ 317,201$ (1,296,212)

General Purpose Revenues
State school aid unrestricted 1,200,178
Miscellaneous revenues 99,063

Total general purpose revenues 1,299,241

Change in net position 3,029

Net position July 1, 2017 37,403

Net position June 30, 2018 40,432$

See accompanying notes to financial statements
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INKSTER PREPARATORY ACADEMY

COMBINED BALANCE SHEET – ALL GOVERNMENTAL FUNDS
JUNE 30, 2018

Non Major
General Special Revenue Total

Cash and cash equivalents 371,146$ 10$ 371,156$
Due from other governmental units 267,791 6,364 274,155
Due from other funds 6,374 6,374
Prepaid expenses 6,665 6,665

Total assets 651,976$ 6,374$ 658,350$

Liabilities
Accounts payable 531,564$ $ 531,564$
Due to other funds 6,374 6,374
Unearned revenue 24,604 24,604
Other accrued expenses 72,807 72,807

Total liabilities 628,975 6,374 635,349

Fund Balance
Nonspendable 6,665 6,665
Unassigned 16,336 16,336

Total fund balance 23,001 23,001

Total liabilities and
fund balance 651,976$ 6,374$ 658,350$

ASSETS

LIABILITIES AND FUNDBALANCE

See accompanying notes to financial statements
3Attachment 26: Audited Financial Statements Page 3449



INKSTER PREPARATORY ACADEMY

RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCE TO NET POSITION
OF GOVERNMENTAL ACTIVITIES

JUNE 30, 2018

Amounts reported for governmental activities in the statement of net position are different because:

Total Governmental Fund Balances 23,001$

Capital assets used in governmental activities are not financial resources and,
therefore, are not reported in the funds. The cost of the assets is $38,963
and the accumulated depreciation is $21,532. 17,431

Net Position of Governmental Activities 40,432$

See accompanying notes to financial statements
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INKSTER PREPARATORY ACADEMY

STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE – ALL GOVERNMENTAL FUNDS

FOR THE YEAR ENDED JUNE 30, 2018

General Special Revenue Total
Revenues

Local sources 99,063$ $ 99,063$
State sources 1,341,706 5,521 1,347,227
Federal sources 69,104 101,048 170,152

Total governmental fund revenues 1,509,873 106,569 1,616,442

Expenditures
Instruction
Basic programs 466,073 466,073
Added needs 87,011 87,011

Support services
Pupil support services 16,567 16,567
Instructional staff support services 82,806 82,806
General administration 57,492 57,492
School administration 238,554 238,554
Business support services 386 386
Operations and maintenance 358,630 358,630
Pupil transportation services 138,315 138,315
Central support services 28,686 28,686
Food services 126,061 126,061

Capital outlay 3,183 3,183

Total governmental fund expenditures 1,477,703 126,061 1,603,764

Excess of revenues over expenditures 32,170 (19,492) 12,678

Other Financing Sources (Uses)
Operating transfers in 19,492 19,492
Operating transfers out (19,492) (19,492)

Total other financing sources (uses) (19,492) 19,492

Excess (deficiency) of revenues and other financing
sources over expenditures and other uses 12,678 12,678

Fund balance July 1, 2017 10,323 10,323

Fund balance June 30, 2018 23,001$ $ 23,001$

See accompanying notes to financial statements
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INKSTER PREPARATORY ACADEMY

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2018

Amounts reported for governmental activities in the statement of activities are different because:

Net Change in Fund Balances Total Governmental Funds 12,678$

Governmental funds report capital outlays as expenditures. However,
in the statement of activities, assets are capitalized and the cost is
allocated over their estimated useful lives and reported as depreciation
and amortization expense. This is the amount by which capital outlays
exceeded depreciation and amortization in the current period

Capital outlay 3,183$
Depreciation and amortization expense (12,832) (9,649)

Change in Net Position of Governmental Activities 3,029$

See accompanying notes to financial statements
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INKSTER PREPARATORY ACADEMY

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2018

NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of Inkster Preparatory Academy (the “Academy”) conform to generally accepted accounting
principles applicable to public school academies. The following is a summary of the significant accounting policies:

Reporting Entity

Inkster Preparatory Academy was formed as a public school academy pursuant to the Michigan School Code of 1976, as
amended by Act No. 362 of the Public Acts of 1993 and Act No. 416 of the Public Acts of 1994. The Academy filed
articles of incorporation as a nonprofit corporation pursuant to the provisions of the Michigan Nonprofit Corporation
Act of 1982, as amended, and began operation in July 2016.

In August 2016, the Academy entered into a five year contract with the Central Michigan University’s Board of Regents
to charter a public school academy. The contract requires the Academy to act exclusively as a governmental agency and
not undertake any action inconsistent with its status as an entity authorized to receive state school aid funds pursuant
to the State constitution. The University’s Board of Regents is the fiscal agent for the Academy and is responsible for
overseeing the Academy’s compliance with the contract and all applicable laws. The Academy pays the Central Michigan
University’s Board of Regents three percent of state aid as administrative fees. Total administrative fees paid for the
year ended June 30, 2018 were approximately $36,100.

In August 2016, the Academy entered into a five year agreement with Accel Schools Michigan, LLC (“ACCEL”). Under the
terms of the agreement, ACCEL provides a variety of services including human resources, educational programs, and
consulting. ACCEL receives all revenues as its service fee from which it shall pay all operating costs of the Academy.
ACCEL is then entitled to retain as compensation for the services provided any residual income in the event of a yearly
surplus. In the event of a yearly deficit, ACCEL shall contribute an amount to the Academy to ensure that the fund
balance remains positive. As of June 30 , 2018 ACCEL had contributed approximately $96,900 to the Academy. As of
June 30, 2018 $505,059 was due to ACCEL from the Academy.

The accompanying financial statements have been prepared in accordance with criteria established by the
Governmental Accounting Standards Board for determining the various governmental organizations to be included in
the reporting entity. These criteria include significant operational or financial relationships with the public school
Academy. Based on application of criteria, the Academy does not contain component units.

Fund Financial Statements

Fund financial statements report detailed information about the Academy. The focus of governmental fund financial
statements is on major funds rather than reporting funds by type. Each major fund is presented in a separate column.
Non major funds are aggregated and presented in a single column.
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INKSTER PREPARATORY ACADEMY

NOTES TO FINANCIAL STATEMENTS – Continued
FOR THE YEAR ENDED JUNE 30, 2018

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Continued

Basis of Presentation – Fund Accounting

The accounts of the Academy are organized on the basis of funds. The operations of a fund are accounted for with a
separate set of self balancing accounts that comprise its assets, liabilities, fund balance, revenue and expenditures.
Government resources are allocated to and accounted for in individual funds based on the purposes for which they are
to be spent and the means by which spending activities are controlled. The various funds are grouped, in the combined
financial statements in this report, into generic fund types in two broad fund categories.

Governmental Funds

A governmental fund is a fund through which most Academy functions typically are financed. The acquisition, use and
balances of the Academy’s expendable financial resources and the related current liabilities are accounted for through a
governmental fund.

General Fund The general fund is used to record the general operations of the Academy pertaining to education and
those operations not provided for in other funds. Included are all transactions related to the approved current operating
budget.

Special Revenue Fund The special revenue fund is used to account for the food service program operations. The
special revenue fund is a subsidiary operation and is an obligation of the general fund. Therefore any shortfall in the
special revenue fund will be covered by an operating transfer from the general fund. The special revenue fund does not
maintain its own assets and liabilities; accordingly, no balance sheet is presented for this fund.

Debt Service Fund The debt service fund, which the Academy does not currently maintain, is used to record certain
revenue and the payment of interest, principal and other expenditures on long term debt.

Capital Projects Fund The capital projects fund, which the Academy does not currently maintain, accounts for financial
resources to be used for the acquisition, construction, or improvement of capital facilities.

Fiduciary Fund The fiduciary fund, which the Academy does not currently maintain, is used to account for assets held
by the Academy in a trustee capacity or as an agent. The agency fund is custodial in nature and does not involve the
measurement of results of operations.

Governmental and agency funds utilize the modified accrual basis of accounting. Modifications in such method from the
accrual basis are as follows:
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INKSTER PREPARATORY ACADEMY

NOTES TO FINANCIAL STATEMENTS – Continued
FOR THE YEAR ENDED JUNE 30, 2018

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – Continued

a. Revenue that is both measurable and available for use to finance operations is recorded as revenue when
earned. Revenues are considered to be available when they are collectible within the current period or soon
enough thereafter to pay liabilities of the current period. For this purpose, the Academy considers revenues to
be available if they are collected within sixty days of the end of the current fiscal period.

b. Payments for inventorial types of supplies, which are not significant at year end, are recorded as expenditures at
the time of purchase.

c. Principal and interest of general long term debt are not recorded as expenditures until their due dates.

d. The State of Michigan utilizes a foundation allowance funding approach, which provides for specific annual
amount of revenue per student based on a state wide formula. The foundation allowance is funded from a
combination of state and local sources. Revenue from state sources is primarily governed by the School Aid Act
and the School Code of Michigan. The state portion of the foundation is provided from the State’s School Aid
Fund and is recognized as revenue in accordance with state law. A major portion of the Academy’s revenue is
derived from this state aid. As such, the Academy is considered to be economically dependent on this aid. The
Academy’s existence is dependent upon qualification for such aid.

Government Wide Financial Statements

The government wide financial statements (i.e. the Statement of Net Position and the Statement of Activities) report
information on all of the non fiduciary activities of the primary government. The government wide financial statements
are prepared using the economic resources measurement focus and the accrual basis of accounting. This approach
differs from the manner in which governmental fund financial statements are prepared. Therefore, governmental fund
financial statements include reconciliations with brief explanations to better identify the relationships between the
government wide statements and the statements for governmental funds.

The government wide Statement of Activities presents a comparison between expenses and program revenues for each
segment of the business type activities of the Academy and for each governmental program. Direct expenses are those
that are specifically associated with a service, program or department and are therefore clearly identifiable to a
particular function. The Academy does not allocate indirect expenses to programs. In creating the government wide
financial statements the Academy has eliminated inter fund transactions. Program revenues include charges paid by the
recipients of the goods or services offered by the programs and grants and contributions that are restricted to meeting
the operational or capital requirements of a particular program. Revenues not classified as program revenues are
presented as general revenues. The comparison of program revenues and expenses identifies the extent to which each
program or function is self financing or draws from the general revenues of the Academy.
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INKSTER PREPARATORY ACADEMY

NOTES TO FINANCIAL STATEMENTS – Continued
FOR THE YEAR ENDED JUNE 30, 2018

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Continued

Net position should be reported as restricted when constraints placed on net position use are either externally imposed
by creditors, grantors, contributors, or laws or regulations of other governments or imposed by law through
constitutional provisions or enabling legislation. The Academy first utilizes restricted resources to finance qualifying
activities.

Cash and Cash Equivalents

The Academy's cash and cash equivalents are considered to be cash on hand, demand deposits and short term
investments with maturities of three months or less from the date of acquisition. The Academy reports its investments
in accordance with GASB Statement No. 31, Accounting and Financial Reporting for Certain Investments and for External
Investment Pools and GASB No. 40, Deposit and Investment Risk Disclosures. Under these standards, certain
investments are valued at fair value as determined by quoted market prices or by estimated fair values when quoted
market prices are not available. The standards also provide that certain investments are valued at cost (or amortized
cost) when they are of a short term duration, the rate of return is fixed, and the Academy intends to hold the
investment until maturity. The Academy held no investments during the year ended June 30, 2018. State statutes
authorize the Academy to invest in bonds and other direct and certain indirect obligations of the U.S. Treasury;
certificates of deposit, saving accounts, deposit accounts, and or depository receipts of a bank, savings and loan
association, or credit union, which is a member of the Federal Deposit Insurance Corporation, Federal Savings and Loan
Corporation or National Credit Union Administration, respectively; in commercial paper rated at the time of purchase
within the three highest classifications established by not less than two standard rating services and which matures not
more than 270 days after the date of purchase. The Academy is also authorized to invest in U.S. Government or Federal
agency obligation repurchase agreements, bankers' acceptances of U.S. banks, and mutual funds composed of
investments as outlined above.

Receivables

Receivables at June 30, 2018 consist primarily of state school aid due from the State of Michigan and the federal
government. All receivables are expected to be fully collected in July and August of 2018 and are considered current for
the purposes of these financial statements.

Prepaid Assets

Payments made to vendors for services that will benefit periods beyond June 30, 2018, are recorded as prepaid items
using the consumption method. A current asset for the prepaid amount is recorded at the time of the purchase and an
expenditure is reported in the year in which services are consumed.
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INKSTER PREPARATORY ACADEMY

NOTES TO FINANCIAL STATEMENTS – Continued
FOR THE YEAR ENDED JUNE 30, 2018

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Continued

Capital Assets and Depreciation

All capital assets are capitalized at cost (or estimated historical cost) and updated for additions or retirements during the
year. The Academy defines capital assets as assets with an initial individual cost in excess of $3,000. The Academy
follows the policy of not capitalizing assets with a useful life of less than one year. The Academy does not possess any
infrastructure assets.

All reported capital assets, with the exception of land, are depreciated. Improvements are depreciated over the
remaining useful lives of the related capital assets. Depreciation is computed using the straight line method over the
following useful lives:

Building and improvements 10 – 50 years
Furniture and equipment 5 – 15 years
Computers and software 3 – 10 years

Accrued Liabilities and Long Term Obligations

All payables, accrued liabilities and long term obligations are reported in the government wide financial statements. In
general, payables and accrued liabilities that will be paid from governmental funds are reported on the governmental
fund financial statements regardless of whether they will be liquidated with current resources. However, the non
current portion of capital leases that will be paid from governmental funds are reported as a liability in the fund financial
statements only to the extent that they will be paid with current, expendable, available financial resources. In general,
payments made within sixty days after year end are considered to have been made with current available financial
resources. Other long term obligations that will be paid from governmental funds are not recognized as a liability in the
fund financial statements until due.

Net Position

Net position represents the difference between assets, deferred outflows and liabilities and deferred inflows. Net
position is reported as restricted when there are limitations imposed on its use either through the enabling legislation
adopted by the Academy or through external restrictions imposed by creditors, grantors or laws of regulations of other
governments.

Fund Equity

The Academy has adopted GASB 54 as part of its fiscal year reporting. The intention of the GASB is to provide a more
structured classification of fund balance and to improve the usefulness of fund balance reporting to the users of the
Academy’s financial statements. The reporting standard establishes a hierarchy for fund balance classifications and the
constraints imposed on those resources.
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INKSTER PREPARATORY ACADEMY

NOTES TO FINANCIAL STATEMENTS – Continued
FOR THE YEAR ENDED JUNE 30, 2018

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Continued

Fund Equity

GASB 54 provides for two major types of fund balances, which are nonspendable and spendable. Nonspendable fund
balances are balances that cannot be spent because they are not expected to be converted to cash or they are legally or
contractually required to remain intact. This category typically includes prepaid items and inventories.

In addition to nonspendable fund balance, GASB 54 has provided a hierarchy of spendable fund balances, based on a
hierarchy of spending constraints.

a. Restricted fund balance – amounts constrained to specific purposes by their providers (such as grantors,
bondholders, and higher levels of government), through constitutional provisions, or by enabling legislation.

b. Committed fund balance – amounts constrained to specific purposes by the Board; to be reported as committed,
amounts cannot be used for any other purpose unless the Board takes action to remove or change the
constraint.

c. Assigned fund balance – amounts the Board intends to use for a specific purpose; intent can be expressed by the
Board or by an official or committee to which the Board delegates the authority.

d. Unassigned fund balance – amounts that are available for any purpose; these amounts are reported only in the
general fund.

The Academy follows the policy that restricted, committed, or assigned amounts will be considered to have been spent
when an expenditure is incurred for purposes for which both unassigned and restricted, committed, or assigned fund
balances are available. There are no governmental funds with a deficit.

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States
of America requires management to make estimates and assumptions that affect the amounts reported in the financial
statements and accompanying notes. Actual results may differ from those estimates.

NOTE 2 STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Annual budgets are adopted on a consistent basis with accounting principles generally accepted in the United States of
America and state law for the general fund. All annual appropriations lapse at fiscal year end and encumbrances are not
formally recorded.
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INKSTER PREPARATORY ACADEMY

NOTES TO FINANCIAL STATEMENTS – Continued
FOR THE YEAR ENDED JUNE 30, 2018

NOTE 2 STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY Continued

The budget document presents information by fund and function. The legal level of budgetary control adopted by the
governing body is the function level. State law requires the Academy to have its budget in place by July 1. Expenditures
in excess of amounts budgeted is a violation of Michigan Law. The Academy is required by law to adopt general and
special revenue fund budgets. During the year ended June 30, 2018 the budget was amended in a legally permissible
manner. The Academy had expenditures in certain budgetary functions that were in excess of the amounts
appropriated for the year ended June 30, 2018 as detailed on page 17 of these financial statements.

NOTE 3 DEPOSITS AND INVESTMENTS

Interest Rate Risk

In accordance with its investment policy, the Academy will minimize interest rate risk, which is the risk that the market
value of securities in the portfolio will fall due to changes in market interest rates, by; structuring the investment
portfolio so that securities mature to meet cash requirements for ongoing operations, thereby avoiding the need to sell
securities in the open market; and, investing operating funds primarily in shorter term securities, liquid asset funds,
money market mutual funds, or similar investment pools and limiting the average maturity in accordance with the
Academy's cash requirements.

Credit Risk

State law limits investments in commercial paper and corporate bonds to a prime or better rating issued by nationally
recognized statistical rating organizations (NRSROs). As of June 30, 2018, the Academy did not hold any investments.

Concentration of Credit Risk

The Academy will minimize concentration of credit risk, which is the risk of loss attributed to the magnitude of the
Academy's investment in a single issuer, by diversifying the investment portfolio so that the impact of potential losses
from any one type of security or issuer will be minimized.

Custodial Credit Risk Deposits

In the case of deposits, this is the risk that in the event of a bank failure, the Academy's deposits may not be returned to
it. As of June 30, 2018, no cash was exposed to custodial credit risk because it was uninsured. All cash balances were
uncollateralized as of June 30, 2018.

Custodial Credit Risk Investments

For an investment, this is the risk that, in the event of the failure of the counterparty, the Academy will not be able to
recover the value of its investments or collateral securities that are in the possession of an outside party.
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INKSTER PREPARATORY ACADEMY

NOTES TO FINANCIAL STATEMENTS – Continued
FOR THE YEAR ENDED JUNE 30, 2018

NOTE 3 DEPOSITS AND INVESTMENTS – Continued

The Academy will minimize custodial credit risk, which is the risk of loss due to the failure of the security issuer or
backer, by; limiting investments to the types of securities allowed by law; and pre qualifying the financial institutions,
broker/dealers, intermediaries and advisors with which the Academy will do business.

Foreign Currency Risk

The Academy is not authorized to invest in investments which have this type of risk.

Fair Value

Generally accepted accounting principles define fair value, establish a framework for measuring fair value, and establish
a fair value hierarchy that prioritizes the inputs to valuation techniques. Fair value is the price that would be received to
sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement
date. A fair value measurement assumes that the transaction to sell the asset or transfer the liability occurs in the
principal market for the asset or liability or, in the absence of a principal market, the most advantageous market.
Valuation techniques that are consistent with the market, income or cost approach are used to measure fair value.

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair value into three broad levels:

a. Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities the Academy has
the ability to access.

b. Level 2 inputs are inputs (other than quoted prices included within Level 1) that are observable for the asset or
liability, either directly or indirectly.

c. Level 3 are unobservable inputs for the asset or liability and rely on management’s own assumptions about the
assumptions that market participants would use in pricing the asset or liability. (The observable inputs should
be developed based on the best information available in the circumstances and may include the Academy’s own
data.)

The Academy does not have any investments that are subject to the fair value measurement.

NOTE 4 DUE FROM OTHER GOVERNMENTAL UNITS

Amounts due from other governmental units consist of the following:

State sources 239,003$
Federal sources 35,152

Total 274,155$
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INKSTER PREPARATORY ACADEMY

NOTES TO FINANCIAL STATEMENTS – Continued
FOR THE YEAR ENDED JUNE 30, 2018

NOTE 5 CAPITAL ASSETS

Capital asset activity of the Academy's governmental activities was as follows:

Balance Balance
July 1, 2017 Additions Disposals June 30, 2018

Capital assets subject to depreciation
Equipment 35,780$ 3,183$ $ 38,963$

Accumulated depreciation 8,700 12,832 21,532

Total net capital assets 27,080$ (9,649)$ $ 17,431$

Depreciation and amortization expense was not charged to activities as the Academy considers its assets to impact
multiple activities and allocation is not practical.

NOTE 6 – OTHER ACCRUED EXPENSES

Other accrued expenses may be summarized as follows:

Purchased services payroll and benefits 37,364$
Oversight Fee 10,960
Other 24,483

Total other accrued expenses 72,807$
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INKSTER PREPARATORY ACADEMY

NOTES TO FINANCIAL STATEMENTS – Continued
FOR THE YEAR ENDED JUNE 30, 2018

NOTE 7 OPERATING LEASES

Lease Information

Maturity Approximate
Date Payment

Facilities Related Party June, 2021 $15,800monthly

Copier June, 2019 $440monthly

School bus lease June, 2019
$11,700
monthly

The approximate amount of lease obligations coming due during the next three years are as follows:

Copier Transportation Facilities

2019 520$ 140,000$ 198,000$
2020 198,000
2021 198,000

Terms of this lease indicate that the Academy shall
pay annually 10% of the annual net transportation
budget.

Terms of agreement state that Academy shall also
pay for incidental items such as paper, toner, and
repairs.

Other

Related party lease whereas the Acdemy will pay
equal to 15% of the total estimated annual funding
to be received per student divided by twelve
months, updated based on actual state funding
received periodically through throughout the school
year.

Total lease expense for the year ended June 30, 2018 amounted to approximately $367,000.

NOTE 8 RETIREMENT PLAN

All leased employees of the Academy are eligible to participate in a retirement plan established by New Paradigm for
Education, Inc. the “Employer”, which qualifies under the provisions of Section 401(k) of the Internal Revenue Code. The
Employer’s contribution, under this plan, is a discretionary match of the employee’s contribution, up to 5%, after one
year of service.
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INKSTER PREPARATORY ACADEMY

NOTES TO FINANCIAL STATEMENTS – Continued
FOR THE YEAR ENDED JUNE 30, 2018

NOTE 9 – INTERFUND TRANSFERS

During the normal course of the school year the Academy transferred amounts between its funds as follows:

General Special Revenue

Transfer In $ 19,492$

Transfer Out 19,492

The Academy subsidized its food service program with resources from the General Fund as shown in the above
schedule.

NOTE 10 RISK MANAGEMENT

The Academy is exposed to various risks of loss related to property loss, torts, errors and omissions and employee
injuries (worker’s compensation), as well as medical benefits provided to employees. The Academy has purchased
commercial insurance for all claims. Settled claims relating to the commercial insurance have not exceeded the amount
of insurance coverage since it’s inception.

NOTE 11 – RELATED PARTY TRANSACTIONS

The Academy leases a building under a 5 year non cancelable operating lease with PanSophic Learning, a subsidy of
ACCEL. Expenditures of approximately $138,000 were incurred and paid under the lease with this Organization during
the year ended June 30, 2018. There were no amounts outstanding that were due to the Organization as of the year
ended June 30, 2018.
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INKSTER PREPARATORY ACADEMY

REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE – GENERAL FUND

FOR THE YEAR ENDED JUNE 30, 2018

Original Final
Budget Budget Actual Variance

Revenues
Local sources $ 3,000$ 99,063$ 96,063$
State sources 1,842,672 1,368,701 1,341,706 (26,995)
Federal sources 83,505 92,936 69,104 (23,832)

Total general fund revenues 1,926,177 1,464,637 1,509,873 45,236

Expenditures
Instruction
Basic programs 667,429 473,534 466,073 (7,461)
Added needs 169,222 137,468 87,011 (50,457)

Support services
Pupil support services 31,807 16,567 16,567
Instructional staff support services 80,960 87,312 82,806 (4,506)
General administration 149,440 39,823 57,492 17,669
School administration 212,514 231,678 238,554 6,876
Business support services 5,100 15,029 386 (14,643)
Operations and maintenance 408,312 335,018 358,630 23,612
Pupil transportation services 141,304 112,800 138,315 25,515
Central support services 41,430 31,760 28,686 (3,074)

Capital outlay 3,183 3,183

Total generall fund expenditures 1,907,518 1,464,422 1,477,703 13,281

Excess (deficiency) of revenues
over expenditures 18,659 215 32,170 31,955

Other Financing Sources (Uses)
Operating transfers in 12,000 (12,000)
Operating transfers out (18,658) (19,492) (19,492)

Total other financing sources (uses) (18,658) 12,000 (19,492) (31,492)

Excess (deficiency) of revenues and other financing
sources over expenditures and other uses 1 12,215 12,678 463

Fund balance July 1, 2017 10,323 10,323 10,323

Fund balance June 30, 2018 10,324$ 22,538$ 23,001$ 463$
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INKSTER PREPARATORY ACADEMY

SCHEDULE OF REVENUES – GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2018

Local Sources
Other local revenues 99,063$

State Sources
At risk 78,120
Special education 63,408
State aid 1,200,178

Total state sources 1,341,706

Federal Sources
IDEA 8,309
Title I 51,670
Title II A 9,125

Total federal sources 69,104

Total general fund revenues 1,509,873$
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INKSTER PREPARATORY ACADEMY

SCHEDULE OF EXPENDITURES – GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2018

Basic Programs
Purchased services 458,002$
Supplies and materials 8,071

Total basic programs 466,073

Added Needs
Purchased services 86,051
Supplies and materials 960

Total added needs 87,011

Pupil Support Services
Health services 8,309
Social work services 8,258

Total pupil support services 16,567

Instructional Staff Support Services
Purchased services 82,806

General Administration
Purchased services 46,156
Other expenditures 11,336

Total general administration 57,492

School Administration
Purchased services 189,017
Rentals 40,539
Supplies and materials 7,195
Other expenditures 1,803

Total school administration 238,554
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INKSTER PREPARATORY ACADEMY

SCHEDULE OF EXPENDITURES GENERAL FUND Continued
FOR THE YEAR ENDED JUNE 30, 2018

Business Support Services
Other expenditures 386

Operations andMaintenance
Purchased services 36,666
Repairs and maintenance 73,034
Rentals 188,867
Other purchased services 6,238
Supplies and materials 53,825

Total operations and maintenance 358,630

Pupil Transportation Services
Purchased services 138,315

Central Support Services
Purchased services 28,167
Supplies and materials 519

Total central support services 28,686

Capital Outlay 3,183

Total general fund expenditures 1,477,703$
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Independent Auditors’ Report 

Management and the Board of Directors 
Inkster Preparatory Academy 
Inkster, Michigan  

Report on the Financial Statements 

We have audited the accompanying financial statements of the governmental activities, each major fund, and the aggregate remaining fund information 
of Inkster Preparatory Academy, as of and for the year ended June 30, 2017, and the related notes to the financial statements, which collectively 
comprise the Academy’s basic financial statements as listed in the table of contents. 

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in accordance with accounting principles generally 
accepted in the United States of America; this includes the design, implementation, and maintenance of internal control relevant to the preparation 
and fair presentation of financial statements that are free from material misstatement, whether due to fraud or error.  

Auditors’ Responsibility 

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit in accordance with auditing 
standards generally accepted in the United States of America and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The procedures 
selected depend on the auditors’ judgment, including the assessment of the risks of material misstatement of the financial statements, whether due 
to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of 
the financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion 
on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion.  An audit also includes evaluating the appropriateness 
of accounting policies used and the reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions. 

Opinions 

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial position of the governmental 
activities, each major fund, and the aggregate remaining fund information of Inkster Preparatory Academy, as of June 30, 2017, and the respective 
changes in financial position for the year then ended in accordance with accounting principles generally accepted in the United States of America. 

Other Matters: 

Required Supplementary Information  

Accounting principles generally accepted in the United States of America require that the management’s discussion and analysis and the budgetary 
comparison information identified in the table of contents, be presented to supplement the basic financial statements. Such information, although not 
a part of the basic financial statements, is required by the Governmental Accounting Standards Board, who considers it to be an essential part of 
financial reporting for placing the basic financial statements in an appropriate operational, economic, or historical context. We have applied certain 
limited procedures to the required supplementary information in accordance with auditing standards generally accepted in the United States of 
America, which consisted of inquiries of management about the methods of preparing the information and comparing the information for consistency 
with management’s responses to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic financial 
statements. We do not express an opinion or provide any assurance on the information, because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance.  

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated October 31, 2017 on our consideration of Inkster 
Preparatory Academy's internal control over financial reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, 
and grant agreements and other matters. The purpose of that report is solely to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on internal control over financial reporting or on compliance. 
That report is an integral part of an audit performed in accordance with Government Auditing Standards in considering Inkster Preparatory Academy’s 
internal control over financial reporting and compliance. 
 

 
 
Flint, Michigan 
October 31, 2017 
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MANAGEMENT'S DISCUSSION AND ANALYSIS 
 

INKSTER PREPARATORY ACADEMY 
 
 
Inkster Preparatory Academy, a K-2 Academy located in Wayne County, Michigan, has completed its first year with the enclosed financial 
statements.  In addition to the statements, a comparative analysis of government-wide data is also provided. 
 
The Management's Discussion and Analysis, a requirement of GASB 34, is intended to be Inkster Preparatory Academy’s discussion and analysis 
of the financial results for the fiscal year ended June 30, 2017.  Generally Accepted Accounting Principles (GAAP) according to GASB 34 requires 
the reporting of two types of financial statements:  District-wide Financial Statements and Fund Financial Statements. 

 
Using this Annual Report 
 
The accompanying financial statements are presented in accordance with the reporting model as prescribed in GASB Statement No. 34, Basic 
Financial Statements - and Management's Discussion and Analysis for State & Local Governments.  The following components are required: 
 
 Management's Discussion and Analysis 
 Basic Financial Statements, including Statement of Net Position, Statement of Activities and Fund Financial Statements 
 Notes to the Financial Statements 
 Required Supplementary Information 

 
Management's Discussion and Analysis is a narrative insight to the past and present financial condition of Inkster Preparatory Academy.  This 
summary does not take the place of the comprehensive financial statements and other supplemental information following this narrative. 

 
Reporting the School District as a Whole 
 
The financial statements provide information about the activities of Inkster Preparatory Academy, presenting both an aggregate view of the finances 
and a longer-term view of those finances.  These statements use the full accrual basis of accounting similar to that used by companies in the private 
sector.  The two statements are the Statement of Net Position and the Statement of Activities, which appear first in the financial statements.  The 
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Statement of Net Position includes all of Inkster Preparatory Academy's assets and liabilities, regardless if they are short-term or long-term.  The 
Statement of Activities includes all of the current's year's revenues and expenses, regardless of when cash is received or paid. 
 
These two statements report Inkster Preparatory Academy's net position - the difference between assets and liabilities - as one way to measure financial 
health or financial position.  Over time, increases or decreases in the net position - as reported in the Statement of Activities - are indicators of whether 
financial health is improving or deteriorating.  The relationship between revenues and expenses is the operating results.  However, Inkster Preparatory 
Academy's goal is to provide exceptional student service, not to generate profits.  One must also consider non-financial factors, such as the quality of 
the education provided and the condition of the Academy's facilities, to assess the overall health of Inkster Preparatory Academy. 
 
Reporting Inkster Preparatory Academy's Most Significant Funds - Fund Financial Statements 
 
The fund statements for Inkster Preparatory Academy focus on major funds rather than on fund types.  The fund statements are reported using the 
modified accrual method of accounting.  Under this basis of accounting, revenues are recorded when received except where they are measurable and 
available, and thus represent resources that may be appropriated.  Expenditures are accounted for in the period that goods and services are used in 
school programs.  In addition, capital asset purchases are expensed and not recorded as an asset.  Debt payments are recorded as expenditures in the 
current year, and future debt obligations are not recorded. 
 
Inkster Preparatory Academy's fund financial statements provide detailed information about the most significant funds - not the School District as a 
whole.  Funds are accounting devices that Inkster Preparatory Academy uses to keep track of specific sources of funding and spending for particular 
purposes.  The fund financial statements tell how services were financed in the short-term as well as what remains for future spending.  The statements 
provide information about Inkster Preparatory Academy's most significant fund - the General Fund.  The other fund includes the Special Revenue Fund, 
which is presented as a Non-major fund.  The Special Revenue Fund accounts for revenues and expenditures related to the student breakfast and lunch 
program at Inkster Preparatory Academy.  The General Fund will continue to be used primarily to account for the general education requirements of 
Inkster Preparatory Academy.  The revenues for Inkster Preparatory Academy are derived primarily from State Aid, as well as from federal, state, and 
local grants. 
 
Reporting Inkster Preparatory Academy’s Fiduciary Responsibilities – Inkster Preparatory Academy as Trustee 
 
Inkster Preparatory Academy is the trustee, or fiduciary, for its student activity funds.  All of the fiduciary activities are reported in separate statements 
of fiduciary assets and liabilities.  Inkster Preparatory Academy is responsible for ensuring that the assets reported in these funds are used for their 
intended purposes.  Agency funds are custodial in nature – assets equal liabilities – and do not involve measurement of results of operations.  These 
activities are excluded from Inkster Preparatory Academy’s other financial statements since Inkster Preparatory Academy cannot use these assets to 
finance its operations. 
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Financial Analysis of Inkster Preparatory Academy as a Whole 
 
The statement of fund balance provides the perspective of Inkster Preparatory Academy as a whole.  Table 1 provides a summary of Inkster Preparatory 
Academy's net position as of fiscal years ending June 30, 2017.  
 
Table 1 - Summary of Fund Balance: 
 

 Assets         Fiscal 2017  
  Current and other assets    $     386,352  
  Capital assets - net of accumulated depreciation                   0     
     Total Assets   $     386,352 

 
  
  Total assets         $    386,352  
 
 Liabilities 
  Accounts payable     $     275,653  
  Due to other funds              16,700    
  Accrued expenditures              56,560  
  Unearned Revenue              27,116  
 
   Total Liabilities    $     376,029  
 
  
  Total liabilities     $     376,029  
 
 Fund Balance 
  Non-spendable     $           547      
  Assigned for Board of Directors discretion            9,776       

  Total fund balance             10,323       
 
   Total liabilities and fund balance  $     386,352  
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Net position is a combination of funds available for capital assets, plus capital assets at original cost, less accumulated depreciation and related debt.  
The accumulated depreciation is the accumulation of depreciation expense since acquisition.  As of June 30, 2017, Inkster Preparatory Academy's net 
capital assets were $27,080, the restricted amount for the Board discretionary fund was $9,776, and the remaining amount of $547 was unrestricted.  
Capital assets used in governmental activities are not financial resources and therefore are not reported in the funds. The unrestricted net position 
represents the accumulated results of all past year's operations.  The operating results of the General Fund will have a significant impact on change in 
unrestricted net position from year to year. 
 
Statement of Activities 
 
The results of this year's operations for Inkster Preparatory Academy are reported in the statement of activities, and in a more condensed format in 
Table 2. 
 
Table 2 - Results of Activities: 
 

Fiscal Year:       Fiscal 2017   
 Net Revenues: 
 General Revenues: 
  Local Sources       $          953   
  State Sources            788,324         
  Federal Sources           112,630  
  Other                        0   
  Total        $   901,907   
 Net Expenses: 
 Instruction        $   460,512      
 Supporting Services            759,837     
 Food Services             122,819   

Community Services                2,600   
 Capital Outlay               35,780    
  Total       $ 1,381,548   
 
 Other Financing Sources: 
 Contributions from management company    $   489,964       
  
 Change in net position     $      10,323   
 Net Position - beginning                      0   
 Net Position - ending      $      10,323 
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Analysis of Financial Position 
 
A few significant factors affecting the net position of the year are as follows: 
 
 Capital Outlay 
 Actual acquisitions totaled $35,780. 
 
 Depreciation Expense 

Depreciation expense is recorded on a straight-line basis over the estimated useful life of the asset.  In accordance with generally accepted 
accounting principles, depreciation expense is recorded based on the original cost of the asset less an estimated salvage value.  For the fiscal 
year ended June 30, 2017, the net depreciation expense was $8,700. 

 
Inkster Preparatory Academy's Funds 
 
As Inkster Preparatory Academy completed this year, the governmental funds reported a combined fund balance of $386,352, with the General Fund 
accounting for $349,845 and the Special Revenue Fund accounting for $36,507. 
  
A couple of significant factors affecting the total governmental fund balance are the following: 
 
 General Operating Fund 

Inkster Preparatory Academy's revenues from General Fund operations were lower than expenditures by $411,628 for the fiscal year ended 
June 30, 2017. 

 
 Special Revenue Fund 

The student meal program accounted for by the Special Revenue Fund is subsidized by the General Fund operations; any shortfalls, if required, 
are transferred in from this fund.  This year, the revenue from the Special Revenue Fund were lower than expenditures by $16,700 for the fiscal 
year ended June 30, 2017.  This amount was transferred to subsidize this fund. 
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Revenues by Sources - All Funds 
 

State of Michigan Unrestricted Aid (State Foundation Grant) 
 The foundation allowance is determined annually by the State of Michigan using the following variables: 
 
 - State of Michigan State Aid Act per student foundation allowance 
 - Student enrollment blended at 90% of the current year fall count and 10% of the prior year spring count, plus Section 25e transfer 

adjustments 
 
Per Student Foundation Allowance 
 
Inkster Preparatory Academy's blended student enrollment (State Aid Membership) for the 2016 - 2017 school year was 99.61.  Preliminary total 
student enrollment for the 2017 – 2018 school year is projected to be approximately 165 students. 
 
Changes from Original to Final Budget 
 
The Uniform Budget Act of the State of Michigan requires that the Inkster Preparatory Academy Board of Directors approve the original budget prior 
to July 1st, the start of the fiscal year.  A schedule showing Inkster Preparatory Academy's original and final budget amounts compared with amounts 
actually paid and received is provided in the required supplemental information of these financial statements.   
 
General Fund   

Original Budget Final Budget    Change 
 
 Revenues      $1,170,598   $   915,403  ($255,195) 
 Expenditures      $1,458,650   $1,307,605  ($151,045) 
 
The variation from original to final budgeted revenues is primarily due to: 1.  a decrease to actual over the budgeted student enrollment, and 2. additional 
state and Federal restricted grant funding versus original estimates, along with overall general increased levels of funding for these grants.  Expenditures 
were increased to allow for the additional costs allowed as a result of this additional funding available. 
  
Economic Factors and Next Year's Budgets and Rates 
 
The administration considered many factors when determining Inkster Preparatory Academy’s 2017 - 2018 fiscal year budget.  One of the most 
important factors is the student count, since the state foundation revenue is determined by the blended student count that was discussed earlier.  
Approximately 89% of total General Fund revenues are from State Sources.  Revenues are thus heavily dependent on the State's ability to fund local 
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operations.  When the fall student count is completed and the related per pupil funding is validated, the budget for Inkster Preparatory Academy is 
amended to reflect the revised numbers.   
 
Since Inkster Preparatory Academy's revenue depends on State funding and the health of the State School Aid fund, the actual revenue received 
therefore depends on the State's ability to collect revenues to fund its appropriations to Districts.  The State periodically holds revenue-estimating 
conferences to evaluate its ability to fund obligations.  Should state revenues fall below previous estimates, a statewide proration of the Foundation 
Allowance to Districts could occur.  If a reduction in State Aid funding resulted, an appropriate budget adjustment would be made to reflect the revised 
financial situation.   
 
Contacting Inkster Preparatory Academy's Financial Management 
 
This financial report is designed to provide a general overview of Inkster Preparatory Academy's finances, and to demonstrate Inkster Preparatory 
Academy's accountability for the money it receives.  If there are any questions about this report, or if additional financial information is needed, contact 
Inkster Preparatory Academy's Finance Department at 27355 Woodsfield St., Inkster, MI 48141. 
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Governmental
Activities

Assets
Cash 162,033$         
Due from other governmental units 207,072           
Prepaid items 547                  
Capital assets - net of accumulated depreciation 27,080             

Total assets 396,732           

Liabilities
Accounts payable 275,653           
Accrued expenditures 56,560             
Unearned revenue 27,116             

Total liabilities 359,329           

Net Position
Net investment in capital assets 27,080             
Unrestricted 10,323             

Total net position 37,403$           

Inkster Preparatory Academy
Statement of Net Position

June 30, 2017

See Accompanying Notes to the Financial Statements
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Net (Expense)
Operating Revenue and
Grants and Changes in

Expenses Contributions Net Position

Functions/Programs
Governmental activities

Instruction 465,785$       168,493$                (297,292)$      
Supporting services 763,264         371,563                  (391,701)        
Food services 122,819         99,234                    (23,585)          
Community services 2,600             941                         (1,659)            

Total governmental activities 1,354,468$    640,231$                (714,237)        

750,687         
953                

Total general revenues 751,640         

Change in net position 37,403           

-                 

37,403$         

General revenues

Program Revenues

Inkster Preparatory Academy
Statement of Activities

For the Year Ended June 30, 2017

Net position - beginning

Net position - ending

State aid - unrestricted
Other

See Accompanying Notes to the Financial Statements
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Nonmajor Total
General Governmental Governmental

Fund Funds Funds

Assets
Cash 142,226$       19,807$         162,033$       
Due from other funds -                 16,700           16,700           
Due from other governmental units 207,072         -                 207,072         
Prepaid items 547                -                 547                

Total assets 349,845$       36,507$         386,352$       

Liabilities
Accounts payable 249,002$       26,651$         275,653$       
Due to other funds 16,700           -                 16,700           
Accrued expenditures 46,704           9,856             56,560           
Unearned revenue 27,116           -                 27,116           

Total liabilities 339,522         36,507           376,029         

Fund Balance
Non-spendable

Prepaid items 547                -                 547                
Assigned for Board of Directors discretion 9,776             -                 9,776             

Total fund balance 10,323           -                 10,323           

Total liabilities and fund balance 349,845$       36,507$         386,352$       

Inkster Preparatory Academy
Governmental Funds

June 30, 2017
Balance Sheet

See Accompanying Notes to the Financial Statements
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Total fund balances for governmental funds 10,323$         

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

Capital assets used in governmental activities are not financial resources and therefore are not reported in the funds
Capital assets - net of accumulated depreciation 27,080           

Net position of governmental activities 37,403$         

Inkster Preparatory Academy
Reconciliation of the Balance Sheet of Governmental Funds to the Statement of Net Position

June 30, 2017

See Accompanying Notes to the Financial Statements
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Nonmajor Total
General Governmental Governmental 

Fund Funds Funds

Revenues
Local sources 953$              -$               953$              
State sources 788,324         -                 788,324         
Federal sources 57,824           54,806           112,630         

Total revenues 847,101         54,806           901,907         

Expenditures
Current

Education
Instruction 460,512         -                 460,512         
Supporting services 759,837         -                 759,837         
Food services -                 122,819         122,819         
Community services 2,600             -                 2,600             

Capital outlay 35,780           -                 35,780           

Total expenditures 1,258,729      122,819         1,381,548      

Deficiency of revenues over expenditures (411,628)        (68,013)          (479,641)        

Inkster Preparatory Academy
Governmental Funds

Statement of Revenues, Expenditures and Changes in Fund Balances
For the Year Ended June 30, 2017

See Accompanying Notes to the Financial Statements
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Nonmajor Total
General Governmental Governmental 

Fund Funds Funds

Inkster Preparatory Academy
Governmental Funds

Statement of Revenues, Expenditures and Changes in Fund Balances
For the Year Ended June 30, 2017

Other Financing Sources (Uses)
Contributions from management company 489,964         -                 489,964         
Transfers in -                 68,013           68,013           
Transfers out (68,013)          -                 (68,013)          

Total other financing sources (uses) 421,951         68,013           489,964         

Net change in fund balance 10,323           -                 10,323           

Fund balance - beginning -                 -                 -                 

Fund balance - ending 10,323$         -$               10,323$         

See Accompanying Notes to the Financial Statements
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Net change in fund balances - Total governmental funds 10,323$         

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

Governmental funds report capital outlays as expenditures.  However, in the statement of activities the cost of
those assets is allocated over their estimated useful lives and reported as depreciation expense.

Depreciation expense (8,700)            
Capital outlay 35,780           

Change in net position of governmental activities 37,403$         

For the Year Ended June 30, 2017

Inkster Preparatory Academy
Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balances

of Governmental Funds to the Statement of Activities

See Accompanying Notes to the Financial Statements
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Note 1 - Summary of Significant Accounting Policies 
 
The accounting policies of Inkster Preparatory Academy conform to 
accounting principles generally accepted in the United States of 
America as applicable to governmental units.  The following is a 
summary of the Academy’s significant accounting policies: 
 
Reporting Entity 
 
The Academy was formed as a charter school academy pursuant to the 
Michigan School Code of 1976, as amended by Act No. 362 of the Public 
Acts of 1993 and Act No. 416 of the Public Acts of 1994. 
 
On August 1, 2016, the Academy entered into a contract with             
Central Michigan University to charter a public school academy through       
June 30, 2021. The contract requires the Academy to act exclusively as 
a governmental agency and not undertake any action inconsistent with 
its status as an entity authorized to receive state school aid funds 
pursuant to the State Constitution.  CMU is the fiscal agent for the 
Academy and is responsible for overseeing the Academy’s compliance 
with the contract and all applicable laws.  The Academy pays CMU three 
percent of the state aid foundation as administrative fees.  The total 
administrative fees for the year to CMU was approximately $23,087. 
 
The Academy is governed by an appointed Board of Directors.  The 
accompanying financial statements have been prepared in accordance 
with criteria established by the Governmental Accounting Standards 
Board for determining the various governmental organizations to be 
included in the reporting entity.  These criteria include significant 
operational financial relationships that determine which of the 
governmental organizations are a part of the Academy’s reporting entity, 
and which organizations are legally separate component units of the 
Academy.  The Academy has no component units. 
 
Entity-wide Financial Statements 
The Academy’s basic financial statements include both Entity-wide 
(reporting for the academy as a whole) and fund financial statements 

(reporting the Academy’s major funds).  The entity–wide financial 
statements categorize all nonfiduciary activities as either 
governmental or business type.  All of the Academy’s activities are 
classified as governmental activities. 
 
The statement of net position presents governmental activities on a 
consolidated basis, using the economic resources measurement focus 
and accrual basis of accounting.  This method recognizes all long-term 
assets and receivables as well as long-term debt and obligations.  The 
Academy’s net position is reported in three parts (1) net investment in 
capital assets, (2) restricted net position, and (3) unrestricted net 
position.   
 
The statement of activities reports both the gross and net cost of each 
of the Academy’s functions.  The functions are also supported by 
general government revenues, including certain intergovernmental 
revenues.  The statement of activities reduces gross expenses 
(including depreciation) by related program revenues, operating and 
capital grants.  Program revenues must be directly associated with the 
function.  Operating grants include operating-specific and discretionary 
(either operating or capital) grants. 
 
The net costs (by function) are normally covered by general revenue 
(state and federal sources, interest income, etc.). The Academy does 
not allocate indirect costs. In creating the entity-wide financial 
statements the Academy has eliminated interfund transactions. 
 
The entity-wide focus is on the sustainability of the Academy as an 
entity and the change in the Academy’s net position resulting from 
current year activities. 
 
Fund Financial Statements 
Major individual governmental funds are reported as separate columns 
in the fund financial statements. 
 
Governmental fund financial statements are reported using the current 
financial resources measurement focus and the modified accrual basis 
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of accounting.  Revenue is recognized as soon as it is both measurable 
and available.  Revenue is considered to be available if it is collected 
within the current period or soon enough thereafter to pay liabilities of 
the current period.  For this purpose, the Academy considers revenues 
to be available if they are collected within 60 days of the end of the 
current fiscal period.  Expenditures generally are recorded when a 
liability is incurred, as under accrual accounting.  However, debt service 
expenditures, as well as expenditures related to compensated absences 
and claims and judgments, are recorded only when payment is due. 
 
Unrestricted state aid, intergovernmental grants, and interest 
associated with the current fiscal period are all considered to be 
susceptible to accrual and so have been recognized as revenue of the 
current fiscal period.  All other revenue items are considered to be 
available only when cash is received by the government. 
 
The Academy reports the following major governmental funds: 
 

General Fund – The General Fund is used to record the general 
operations of the Academy pertaining to education and those 
operations not required to be provided for in other funds. 

 
Additionally, the Academy reports the following fund type: 
 

Special Revenue Funds – Special Revenue Funds are used to 
account for the proceeds of specific revenue sources that are 
restricted to expenditures for specified purposes.  The Academy’s 
Special Revenue Fund is the Food Service Fund.  Operating deficits 
generated by these activities are generally covered by a transfer 
from the General Fund. 

 

Assets, Liabilities and Net Position or Equity 
Receivables and Payables – Generally, outstanding amounts owed 
between funds are classified as “due from/to other funds”.  These 
amounts are caused by transferring revenues and expenses between 
funds to get them into the proper reporting fund.  These balances are 
paid back as cash flow permits. The Academy considers all accounts 
receivable to be fully collectible; accordingly, no allowance for 
uncollectible amounts is recorded. 

 
Prepaid Items – Certain payments to vendors reflect costs applicable 
to future fiscal years.  For such payments in governmental funds the 
Academy follows the consumption method, and they therefore are 
capitalized as prepaid items in both entity-wide and fund financial 
statements. 

 
Capital Assets – Purchased or constructed capital assets are reported 
at cost or estimated historical cost.  Donated capital assets are 
recorded at their estimated fair market value at the date of donation.  
The Academy defines capital assets as assets with an initial individual 
cost in excess of $3,000.  Costs of normal repair and maintenance that 
do not add to the value or materially extend asset lives are not 
capitalized.  The Academy does not have infrastructure assets.  
Buildings, equipment, and vehicles are depreciated using the straight-
line method over the following useful lives. 
 
Equipment 3-10 years  
 
Fund Equity – In the fund financial statements, governmental funds 
report fund balance in the following categories: 

 
Non-spendable – amounts that are not available in a spendable 
form. 
 
Restricted – amounts that are legally imposed or otherwise 
required by external parties to be used for a specific purpose. 
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Committed – amounts that have been formally set aside by the 
Board of Directors for specific purposes.  A fund balance 
commitment may be established, modified, or rescinded by a 
resolution of the Board of Directors. 
 
Assigned – amounts intended to be used for specific purposes, 
as determined by the Board of Directors.  The Board of Directors 
has granted the Chief Administrative Officer the authority to 
assign funds.  Residual amounts in governmental funds other 
than the General Fund are automatically assigned by their 
nature. 
 
Unassigned – all other resources; the remaining fund balances 
after non-spendable, restrictions, commitments and 
assignments. 

 
When an expenditure is incurred for purposes for which both restricted 
and unrestricted fund balance is available, the Academy’s policy is to 
consider restricted funds spent first.   
 
When an expenditure is incurred for purposes for which committed, 
assigned, or unassigned amounts could be used, the Academy’s policy 
is to consider the funds to be spent in the following order:  (1) committed, 
(2) assigned, (3) unassigned. 
 
Use of Estimates  
The preparation of financial statements in conformity with accounting 
principles generally accepted in the United States of America requires 
management to make estimates and assumptions that affect the 
reported amounts of assets and liabilities and disclosure of contingent 
assets and liabilities, as well as deferred inflows and deferred outflows 
of resources at the date of the financial statements and the reported 
amounts of revenue and expenditures during the reporting period.  
Actual results could differ from those estimates.  
 

Eliminations and Reclassifications 
In the process of aggregating data for the statement of net position and 
the statement of activities, some amounts reported as interfund activity 
and balances in the funds were eliminated or reclassified.  Interfund 
receivables and payables were eliminated to minimize the “grossing 
up” effect on assets and liabilities within the governmental activities 
column. 
 
Upcoming Accounting and Reporting Changes 
Statement No. 75 Accounting and Financial Reporting for 
Postemployment Benefits Other Than Pensions establishes standards 
for recognizing and measuring liabilities, deferred outflows of 
resources, deferred inflows of resources, and expense/expenditures.  
For defined OPEB plans, this Statement identifies the methods and 
assumptions that are required to be used to project benefit payments, 
discount projected benefit payments to their actuarial present value, 
and attribute that present value to periods of employee services.  It 
also requires additional note disclosures and required supplementary 
information.  Statement No. 75 is effective for the fiscal year ending 
June 30, 2018. 

Statement No. 81, Irrevocable Split-Interest Agreements.  The 
objective of this Statement is to improve accounting and financial 
reporting for irrevocable split-interest agreements by providing 
recognition and measurement guidance for situations in which a 
government is a beneficiary of the agreement.  Statement No. 81 is 
effective for the fiscal year ending June 30, 2018. 
 
Statement No. 83, Certain Asset Retirement Obligations establishes 
criteria for determining the timing and pattern of recognition of a liability 
and a corresponding deferred outflow of resources for asset retirement 
obligations (AROs).  An ARO is a legally enforceable liability 
associated with the retirement of a tangible capital asset.  The 
requirements of this Statement are effective for the fiscal year ending 
June 30, 2019.  
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Statement No. 84, Fiduciary Activities improves the guidance regarding 
the identification of fiduciary activities for accounting and financial 
reporting purposes and how those activities should be reported.  The 
focus of the criteria includes the following: (1) is the government 
controlling the assets of the fiduciary activity and (2) the beneficiaries 
with whom a fiduciary relationship exists.  The four fiduciary funds that 
should be reported, if applicable are: (1) pension (and other employee 
benefit) trust funds, (2) investment trust funds, (3) private-purpose trust 
funds, and (4) custodial funds.  Custodial funds generally will report 
fiduciary activities that are not held in a trust or similar arrangement that 
meets specific criteria.  The requirements of this Statement are effective 
for the fiscal year ending June 30, 2020.  
 
Statement No. 85, Omnibus 2017 addresses practice issues that were 
identified during implementation and application of certain GASB 
Statements.  This statement covers issues related to blending 
component units, goodwill, fair value measurement and application, and 
postemployment benefits (pensions and other postemployment 
benefits), which is effective for the fiscal year ending June 30, 2018.  
 
Statement No. 86, Certain Debt Extinguishment Issues is to improve 
consistency in accounting and financial reporting for in-substance 
defeasance of debt.  The statement provides uniform guidance for 
derecognizing debt that is defeased in substance, regardless of how 
cash and other monetary assets placed in an irremovable trust for the 
purpose of extinguishing that debt were acquired.  The effective date is 
for the fiscal year ending June 30, 2018. 
 
The Academy is evaluating the impact that the above pronouncements 
will have on its financial reporting. 
 

Note 2 - Stewardship, Compliance, and Accountability 
 

Budgetary Information 
Annual budgets are adopted on a basis consistent with accounting 
principles generally accepted in the United States of America and state 
law for the General and Special Revenue Funds.  All annual 
appropriations lapse at fiscal year end, thereby canceling all 
encumbrances.  These appropriations are reestablished at the 
beginning of the year. 
 
The budget document presents information by fund and function.  The 
legal level of budgetary control adopted by the governing body is the 
function level.  State law requires the Academy to have its budget in 
place by July 1.  An academy is not considered in violation of the law 
if reasonable procedures are in use by the Academy to detect 
violations. 
 
The Chief Administrative Officer is authorized to transfer budgeted 
amounts between functions within any fund; however, any revisions 
that alter the total expenditures of any fund must be approved by the 
Board of Directors. 
 
Budgeted amounts are as originally adopted or as amended by the 
Board of Directors throughout the year. 
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Excess of Expenditures over Appropriations 
During the year, the Academy incurred expenditures in certain 
budgetary funds which were in excess of the amounts appropriated, as 
follows: 

Final Amount of Budget
Function Budget Expenditures Variances

General Fund
Basic programs 298,645$     319,055$     20,410$       
School administration 243,797       261,660       17,863          
Business 3,000            4,471            1,471            
Central 29,360          29,960          600               
Community services -                2,600            2,600            
Capital outlay 30,170          35,780          5,610            

 
Note 3 - Deposits 
 
The Academy’s deposits were reported in the basic financial statements 
in the following categories: 
 

Governmental
Activities

Cash 162,033$     
 

Interest rate risk – The Academy does not have a formal investment 
policy to manage its exposure to fair value losses arising from changes 
in interest rates. 
 
Credit risk – State statutes authorize the Academy to make deposits in 
the accounts of federally insured banks, credit unions, and savings and 
loan associations that have an office in Michigan; the Academy is 
allowed to invest in U.S. Treasury or Agency obligations, U.S. 
government repurchase agreements, bankers’ acceptances, 
commercial paper rated prime at the time of purchase that matures not 
more than 270 days after the date of purchase, mutual funds, and 
investment pools that are composed of authorized investment vehicles.  

The Academy has no investment policy that would further limit its 
investment choices. 
 
Concentration of credit risk – The Academy has no policy that would 
limit the amount that may be invested with any one issuer. 
 
Custodial credit risk – deposits – In the case of deposits, this is the risk 
that in the event of a bank failure, the Academy’s deposits may not be 
returned to it.  The Academy does not have a deposit policy for 
custodial credit risk.  As of year-end, all of the Academy’s bank balance 
of $190,450 was insured and collateralized. 
 
Custodial credit risk – investments – For an investment, this is the risk 
that, in the event of the failure of the counterparty, the government will 
not be able to recover the value of its investments or collateral 
securities that are in the possession of an outside party. 
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Note 4 - Capital Assets 
 
A summary of the changes in governmental capital assets is as follows: 
 

Beginning Ending

Balance Increases Decreases Balance

Go vernment al act ivit ies

Capital assets being depreciated

Equipment -$                35,780$          -$                35,780$          

Less accumulated depreciat ion for

Equipment -                  8,700              -                  8,700              

Net capital assets being depreciated -                  27,080           -                  27,080           

Net capital assets -$                27,080$         -$                27,080$         

Depreciation expense was charged to activities of the Academy as 
follows: 
 
Governmental activities
Instruction 5,273$               
Supporting services 3,427                 

Total governmental activities 8,700$               

 
 

Note 5 - Interfund Receivables, Payables, and Transfers 
 
Individual interfund receivable and payable balances at year end were: 

Due From Fund Due to Fund Amount

General Fund Food Service Fund 16,700$            

The outstanding balances between funds result mainly from the time 
lag between the dates that transactions are recorded in the accounting 
system and payments between funds are made. 
 
Management does not anticipate individual interfund balances to 
remain outstanding for periods in excess of one year. 
 
Interfund transfers were made during the year, from the General Fund 
to the Food Service Fund totaling $68,013.  These transfers were 
made to cover the costs of the Academy’s programs that were in 
excess of revenues generated from those activities. 
 
Note 6 - Unearned Revenue 
 
Governmental funds report unearned revenue in connection with 
resources that have been received but not yet earned.  At the end of 
the current fiscal year, the components of unearned revenue are as 
follows: 
 

Unearned

Grant and categorical aid
payments received prior
to meeting all eligibility
requirements 27,116$             
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Note 7 - Leases 
 
Operating Leases 
The Academy leases office equipment under non-cancelable operating 
leases.  Total costs for such leases were $24,368 for the year. These 
costs include maintenance and usage. The future minimum lease 
payments for these leases are as follows: 
 
Year ending June 30,
2017 5,281$               
2018 5,281                 
2019 5,281                 

Total 15,843$            

  
Additionally, the Academy leases space from a related party. See    Note 
11 for further information. 
  
Note 8 - Risk Management 
 
The Academy is exposed to various risks of loss related to property loss, 
torts, and errors and omissions. The Academy has purchased 
commercial insurance for general liability and property and casualty 
claims.  Settled claims relating to the commercial insurance have not 
exceeded the amount of insurance coverage in the year. 
 
Note 9 - Contingent Liabilities 
 
Amounts received or receivable from grantor agencies are subjected to 
audit and adjustment by grantor agencies, principally the federal 
government.  Any disallowed claims, including amounts already 
collected, may constitute a liability of the applicable funds.  The amount, 
if any, of costs which may be disallowed by the grantor cannot be 
determined at this time, although the Academy expects such amounts, 
if any, to be immaterial. 
 
 

Note 10 – Management Company 
 
The Academy has a management agreement with ACCEL Schools 
Michigan, LLC.  Under the terms of this agreement, ACCEL provides 
a variety of services including management, curriculums, education 
programs and teacher training.  ACCEL receives all revenues as its 
services fee, from which it shall pay all operating costs of the Academy. 
ACCEL is then entitled to retain as compensation for the services 
provided, any residual income in the event of a yearly surplus. In the 
event of a yearly deficit, ACCEL shall contribute an amount to the 
Academy. As of June 30, 2017, ACCEL had contributed $489,964 to 
the Academy. As of June 30, 2017, $275,653 was due to ACCEL from 
the Academy. 
 
Note 11 – Related Parties 
 
The Academy leases a building under a 5 year non-cancelable 
operating lease with Pansophic Learning, a subsidy of ACCEL. Total 
costs for the lease were $103,477. Lease terms include monthly 
installments equal to 15% of the total estimated annual state funding 
based on the enrollments projected for the first day of school and is 
updated based on actual state funding received periodically 
throughout the school year.
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Over
(Under)

Original Final Actual Budget

Revenues
Local sources -$               -$               953$              953$              
State sources 1,126,650      827,503         788,324         (39,179)          
Federal sources 43,948           87,900           57,824           (30,076)          

Total revenues 1,170,598      915,403         847,101         (68,302)          

Expenditures
Instruction

Basic programs 467,647         298,645         319,055         20,410           
Added needs 50,500           160,710         141,457         (19,253)          

Supporting services
Pupil -                 31,807           31,807           -                 
Instructional staff 110,342         80,298           68,683           (11,615)          
General administration 71,558           44,915           29,982           (14,933)          
School administration 240,692         243,797         261,660         17,863           
Business 500                3,000             4,471             1,471             
Operations and maintenance 362,601         262,537         241,444         (21,093)          
Pupil transportation services 100,000         94,366           90,950           (3,416)            
Central 54,810           29,360           29,960           600                
Other -                 28,000           880                (27,120)          

Community services -                 -                 2,600             2,600             
Capital outlay -                 30,170           35,780           5,610             

Total expenditures 1,458,650      1,307,605      1,258,729      (48,876)          

Excess (deficiency) of
revenues over expenditures (288,052)        (392,202)        (411,628)        (19,426)          

Budgeted Amounts

Inkster Preparatory Academy
Required Supplementary Information

Budgetary Comparison Schedule - General Fund
For the Year Ended June 30, 2017
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Over
(Under)

Original Final Actual Budget

Budgeted Amounts

Inkster Preparatory Academy
Required Supplementary Information

Budgetary Comparison Schedule - General Fund
For the Year Ended June 30, 2017

Other Financing Sources (Uses)
Contributions from management company 288,052         392,202         489,964         97,762           
Transfers out -                 -                 (68,013)          (68,013)          

Total other financing sources (uses) 288,052         392,202         421,951         29,749           

Net change in fund balance -                 -                 10,323           10,323           

Fund balance - beginning -                 -                 -                 -                 

Fund balance - ending -$               -$               10,323$         10,323$         
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Report on Internal Control Over Financial Reporting and on Compliance and Other Matters Based on an 
Audit of Financial Statements Performed in Accordance With Government Auditing Standards  

Independent Auditors’ Report 

Management and the Board of Directors 
Inkster Preparatory Academy 
Inkster, Michigan 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of America and the standards applicable to 
financial audits contained in Government Auditing Standards issued by the Comptroller General of the United States, the financial statements of the 
governmental activities, each major fund, and the aggregate remaining fund information of Inkster Preparatory Academy, as of and for the year 
ended June 30, 2017, and the related notes to the financial statements, which collectively comprise Inkster Preparatory Academy’s basic financial 
statements, and have issued our report thereon dated October 31, 2017. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered Inkster Preparatory Academy's internal control over financial 
reporting (internal control) to determine the audit procedures that are appropriate in the circumstances for the purpose of expressing our opinion on 
the financial statements, but not for the purpose of expressing an opinion on the effectiveness of Inkster Preparatory Academy’s internal control. 
Accordingly, we do not express an opinion on the effectiveness of Inkster Preparatory Academy’s internal control.  
 
A deficiency in internal control exists when the design or operation of a control does not allow management or employees, in the normal course of 
performing their assigned functions, to prevent, or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a 
combination of deficiencies, in internal control such that there is a reasonable possibility that a material misstatement of the entity’s financial 
statements will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a combination of 
deficiencies, in internal control that is less severe than a material weakness, yet important enough to merit attention by those charged with 
governance.  
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this section and was not designed to identify all 
deficiencies in internal control that might be material weaknesses or significant deficiencies and therefore, material weaknesses or significant 
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deficiencies may exist that were not identified. We did identify certain deficiencies in internal control, described in the accompanying schedule of 
findings and responses that we consider to be a material weakness as item 2017-001. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether Inkster Preparatory Academy's financial statements are free from material misstatement, 
we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could 
have a direct and material effect on the determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed an instance of 
noncompliance or other matters that is required to be reported under Government Auditing Standards and which is described in the accompanying 
schedule of findings and responses as item 2017-002. 

Inkster Preparatory Academy’s Response to Findings and Corrective Action Plan 

Inkster Preparatory Academy’s response to the finding identified in our audit is described in the accompanying schedule of findings and responses 
and corrective action plan. Inkster Preparatory Academy’s response was not subjected to the auditing procedures applied in the audit of the 
financial statements and, accordingly, we express no opinion on it. 

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the results of that testing, and not to 
provide an opinion on the effectiveness of the entity’s internal control or on compliance. This report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 
 

 

Flint, Michigan 
October 31, 2017 
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Government Auditing Standards Findings 
 
Finding 2017-001 - Material Weakness  
 

Criteria:   Michigan Department of Education Bulletin 1022 Michigan Public School Accounting Manual states that 
financial statements and records should be free of errors that could change the users’ overall assessment of 
the entity’s finances.  

 
Condition:    A material adjustment was required during the audit to reduce State Aid receivables to the appropriate amount. 

  
 
Cause and Effect:   The adjustment was posted as a result of audit procedures in order to fairly state the balance. This adjustment 

had a material effect on the financial statements. 
 
Recommendation:   We recommend all reconciliations are reviewed by someone separate from the individual who records the 

transactions to limit the possibility of a misstatement in the future. 
 
Views of Responsible  
Officials:   Management agrees with this finding. See corrective action plan on page 6 - 5  
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Finding 2017-002 - Noncompliance  
 

Criteria:   Certain policies and procedures are to be developed and documented as required by the Michigan Department 
of Education Bulletin 1022. 

 
Condition:    Certain policies and procedures were not available or provided to the auditors. Although these policies or 

procedures may exist, management was unable to locate them. After several requests, a manual was 
provided, but lacked those applicable policies and procedures. 

 
Cause and Effect:   The Academy first came into existence during the 16-17 fiscal year. As such, the written policies and 

procedures are either in the process of being developed or are unavailable at this time.    
 
Recommendation:   We recommend that the Academy develop and or maintain documentation of the various policies and 

procedures required of local education agencies in Michigan. Those policies and procedures include, but are 
not limited to, the following: investment of funds, budget preparation, cash management, allowability of costs, 
conflict of interest, procurement, method for conducting technical evaluations, and travel reimbursement.    

 
Views of Responsible  
Officials:   Management agrees with this finding. See corrective action plan on page 6 - 5  
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Board of Trustees 
Lake Erie Preparatory School 
14405 St. Clair Avenue 
Cleveland, Ohio 44110 
 
 
We have reviewed the Independent Auditor’s Report of the Lake Erie Preparatory School, 
Cuyahoga County, prepared by Rea & Associates, Inc., for the audit period July 1, 2018 through 
June 30, 2019.  Based upon this review, we have accepted these reports in lieu of the audit 
required by Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying 
financial statements and, accordingly, we are unable to express, and do not express an opinion on 
them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Lake Erie Preparatory School is responsible 
for compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
January 15, 2020  
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December 24, 2019 
 
To the Board of Trustees 
Lake Erie Preparatory School 
14405 St Clair Avenue 
Cleveland, Ohio 44110 
 

Independent Auditor's Report 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Lake Erie Preparatory School, Cuyahoga 
County, Ohio, (the “School”) as of and for the year ended June 30, 2019, and the related notes to the 
financial statements, which collectively comprise the School’s basic financial statements as listed in the 
table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation 
and fair presentation of the financial statements in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s 
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Lake Erie Preparatory School, Cuyahoga County, Ohio, as of June 30, 2019, and 
the changes in its financial position and its cash flows for the year then ended in accordance with 
accounting principles generally accepted in the United States of America. 
 
Emphasis of Matter 
 
The accompanying financial statements have been prepared assuming the School will continue as a going 
concern. As disclosed in Note 17 to the financial statements, the School has suffered recurring losses from 
operations and has a net position deficit of $4,158,019 that raises substantial doubt about its ability to continue 
as a going concern. This deficit net position includes the effect of the net pension liability, net OPEB 
asset/liability and related accruals totaling $2,324,184. Note 17 describes management’s plan regarding these 
issues. The financial statements do not include any adjustments that might result from the outcome of this 
uncertainty. Our opinion is not modified with respect to this matter. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the School's Proportionate Share of the Net Pension Liability, 
Schedule of the School’s Contributions - Pension, Schedule of the School’s Proportionate Share of the 
Net OPEB Asset/Liability, and the Schedule of the School’s Contributions - OPEB as listed in the table of 
contents, be presented to supplement the basic financial statements. Such information, although not a part 
of the basic financial statements, is required by the Governmental Accounting Standards Board who 
considers it to be an essential part of financial reporting for placing the basic financial statements in an 
appropriate operational, economic, or historical context. We have applied certain limited procedures to 
the required supplementary information in accordance with auditing standards generally accepted in the 
United States of America, which consisted of inquiries of management about the methods of preparing the 
information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic 
financial statements. We do not express an opinion or provide any assurance on the information because 
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance. 
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Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated December 24, 
2019 on our consideration of the School’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the School’s internal control over financial reporting or on compliance. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards in considering the 
School’s internal control over financial reporting and compliance. 

 

 
Medina, Ohio 
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The  discussion  and  analysis  of  the  Lake  Erie  Preparatory  School  (the  School)  financial  performance 
provides an overall review of the School’s financial activities for the fiscal year ended June 30, 2019. The 
intent of this discussion and analysis is to look at the School’s’ financial performance as a whole; readers 
should also review the basic financial statements and notes to the basic financial statements to enhance 
their understanding of the School’s financial performance.  
 
The Management’s Discussion and Analysis (the MD&A) is an element of the reporting model adopted by 
the  Governmental  Accounting  Standards  Board  (GASB)  in  their  Statement  No.  34  Basic  Financial 
Statements  –  and Management’s Discussion and Analysis  –  for  State  and  Local Governments.  Certain 
comparative  information  between  the  current  fiscal  year  and  the  prior  fiscal  year  is  required  to  be 
presented in the MD&A. 
 

FINANCIAL HIGHLIGHTS 
 
Key Financial Highlights for the School for the 2018‐19 school year are as follows:  

 
 Total Assets increased $277,594. 

 Total Liabilities decreased $1,069,620.   

 Total Net Position increased $12,087.  

 Total  Operating  and  Non‐Operating  revenues  were  $2,668,507.  Total  operating  and  non‐
operating expenses were $2,656,420.  
 

USING THIS ANNUAL REPORT 
  
This report consists of three parts: the basic financial statements, notes to those statements, and required 
supplemental  information.    The  basic  financial  statements  include  a  Statement  of  Net  Position,  a 
Statement of Revenues, Expenses and Changes in Fund Net Position, and a Statement of Cash Flows.   
 
The Statement of Net Position and Statement of Revenues, Expenses, and Changes in Net Position reflect 
how  the  School  did  financially  during  fiscal  year  2019.    These  statements  include  all  assets,  deferred 
outflows of resources, liabilities, and deferred inflows of resources, using the accrual basis of accounting 
similar to the accounting used by most private‐sector companies. This basis of accounting includes all of 
the current year revenues and expenses regardless of when cash is received or paid.  
 
These statements report the School’s Net Position and changes in Net Position. This change in Net Position 
is  important  because  it  tells  the  reader whether  the  financial  position of  the  School  has  improved or 
diminished. The causes of this change may be the result of many factors, some financial, some not. Non‐
financial factors include the School’s student enrollment, per‐pupil funding as determined by the State of 
Ohio, change in technology, required educational programs and other factors. The School uses enterprise 
presentation for all of its activities. 
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USING THIS ANNUAL REPORT (continued) 
 
Statement of Net Position ‐ The Statement of Net Position answers the question of how the School did 
financially during 2019.  This statement includes all assets, deferred outflows of resources, liabilities, and 
deferred inflows of resources, both financial and capital, and short‐term and long‐term using the accrual 
basis of accounting and economic resource focus, which is similar to the accounting used by most private‐
sector companies.  This basis of accounting takes into account all revenues and expenses during the year, 
regardless of when the cash is received or paid.   
 
Table 1 provides a summary of the School’s Net Position for fiscal year 2019 compared to 2018. 
  

Assets

Current Assets  $                 294,522  $                 131,040 

Noncurrent Assets                     102,345                                 ‐  

Capital Assets, Net                       11,767                                 ‐  

     Total Assets                     408,634                      131,040 

Deferred Outflows of Resources                     576,771                 1,230,301 

        

Liabilities       

Current Liabilities                 2,020,733                 1,601,597 

NonCurrent Liabilities                 1,941,014                 3,429,770 

      Total Liabilties                 3,961,747                 5,031,367 

Deferred Inflows of Resources                 1,181,677                      500,080 

Net Position

Investment in Capital Assets                       11,767                                 ‐  

Unrestricted               (4,169,786)               (4,170,106)

      Total Net Position  $           (4,158,019)  $           (4,170,106)

 

Table 1

Statement of Net Position

2019 2018
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USING THIS ANNUAL REPORT (continued) 
 
The  School  has  adopted  GASB  Statement  68,  “Accounting  and  Financial  Reporting  for  Pensions—an 
Amendment of GASB Statement 27,” and GASB Statement 75, “Accounting and Financial Reporting for 
Postemployment  Benefits  Other  Than  Pensions,”  which  significantly  revises  accounting  for  costs  and 
liabilities related to other postemployment benefits (OPEB).  For reasons discussed below, many end users 
of this financial statement will gain a clearer understanding of the School’s actual financial condition by 
adding deferred inflows related to pension and OPEB, the net pension liability and the net OPEB liability 
to the reported net position and subtracting deferred outflows related to pension and OPEB and net OPEB 
asset. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports  prepared  in  accordance  with  generally  accepted  accounting  principles.    Prior  accounting  for 
pensions  (GASB  27)  and  postemployment  benefits  (GASB  45)  focused  on  a  funding  approach.    This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OPEB asset/liability.  GASB 68 and 
GASB 75  take  an  earnings  approach  to  pension  and OPEB  accounting;  however,  the  nature of Ohio’s 
statewide pension/OPEB plans and state law governing those systems requires additional explanation in 
order to properly understand the information presented in these statements. 

 
GASB  68  and GASB  75  require  the  net  pension  liability  and  the  net  OPEB  asset/liability  to  equal  the 
School’s proportionate share of each plan’s collective: 
 

1. Present  value  of  estimated  future  pension/OPEB  benefits  attributable  to  active  and  inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 

GASB  notes  that  pension  and  OPEB  obligations,  whether  funded  or  unfunded,  are  part  of  the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, 
and the promise of a future pension and other postemployment benefits.  GASB noted that the unfunded 
portion of this promise is a present obligation of the government, part of a bargained‐for benefit to the 
employee, and should accordingly be reported by the government as a liability since they received the 
benefit of  the exchange.   However,  the School  is not  responsible  for  certain  key  factors affecting  the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement  systems  to  provide  healthcare  to  eligible  benefit  recipients.    The  retirement  systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
 
The  employee  enters  the  employment  exchange with  the  knowledge  that  the  employer’s  promise  is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a specific, 
legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the 
unfunded  liability  of  the  pension/OPEB  plan  as  against  the  public  employer.    State  law  operates  to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter  
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USING THIS ANNUAL REPORT (continued) 
 
the  employment  exchange  with  notice  as  to  the  law.    The  retirement  system  is  responsible  for  the 
administration of the pension and OPEB plans.  
 
Most long‐term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time‐off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability.  As explained above, changes in benefits, 
contribution rates, and return on investments affect the balance of these liabilities, but are outside the 
control of the local government.  In the event that contributions, investment returns, and other changes 
are insufficient to keep up with required payments, State statute does not assign/identify the responsible 
party for the unfunded portion.   
 
Due to the unique nature of how the net pension liability and the net OPEB asset/liability are satisfied, 
these  liabilities  are  separately  identified within  the  long‐term  liability  section of  the  statement of net 
position. 
 
In  accordance  with  GASB  68  and  GASB  75,  the  School’s  statements  prepared  on  an  accrual  basis  of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB asset/liability, respectively, not accounted for 
as deferred inflows/outflows.  
 
The increase in current assets is primarily due to the increase in intergovernmental receivables at year 
end  and  the  addition  of  the  OPEB  Asset  as  required  by  GASB75.  The  increase  in  current  liabilities  is 
primarily due to increases in accounts payable and accrued expenses. 
 
There was a significant change in net pension / OPEB liability / asset for the school.  The fluctuations are 
due  to changes  in  the actuarial  liabilities  / assets and  related accruals  that are passed  through  to  the 
school’s financial statement.  All components of pension and OPEB accruals contribute to the fluctuations 
in deferred outflows / inflows and net pension liabilities and net OPEB assets/liabilities and are described 
in more detail in their respective notes. 
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USING THIS ANNUAL REPORT (continued) 
 
Statement of Revenues, Expenses and Change in Net Position ‐ Table 2 shows the change in Net Position 
for fiscal years 2019 and 2018 as well as a listing of revenues and expenses.   This change in Net Position 
is important because it tells the reader that, for the School as a whole, the financial position of the School 
has improved or diminished. The cause of this may be the result of many factors, some financial, some 
not.  Non‐financial factors include the current laws in Ohio restricting revenue growth, facility conditions, 
required educational programs and other factors. 
 

Operating Revenues

State Aid   $             2,130,674   $             2,103,232 

Other                          1,454                        31,667 

     Total Operating Revenues                 2,132,128                  2,134,899 

Operating Expenses      

Salaries                                 ‐                        872,664 

Fringe Benefits                                  ‐                        201,536 

Fringe Benefits ‐ Pension/OPEB                                 ‐                  (1,014,997)

Purchased Services                 2,461,206                  1,531,155 

Materials and Supplies                       56,171                      107,133 

Depreciation                          5,883                           4,420 

Other                       29,887                        25,334 

      Total Operating Expenses                 2,553,147                  1,727,245 

Operating Income (Loss)                   (421,019)                     407,654 

Non‐Operating Revenues (Expenses)

Federal and State Grants                     536,379                      440,926 

Interest Expenses                   (103,273)                     (67,365)

      Total Non‐Operating Revenues (Expenses)                     433,106                      373,561 

 

Change in Net Position 12,087$                    781,215$                

Table 2

Change in Net Position

2019 2018

 
The increase in State Aid is caused by an increase in enrollment from 243 students in 2018 to 248 students 
in 2019.  Starting with fiscal year 2019 payroll is no longer processed by the School. It is now a purchased 
service from the management company.  
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CAPITAL ASSETS 
 

At fiscal year‐end, the net book value of the School’s capital assets was $11,767.   For more information 
on capital assets, see Note 5 of the Basic Financial Statements. 
 

DEBT 
 

During the fiscal year, the School received working capital monies from Charter School Capital through a 
receivables purchase agreement totaling $444,800. As the School receives monthly State funding, these 
advances are repaid, however, the School may elect to receive additional advances from Charter School 
Capital  by  entering  into  additional  agreements.  In  addition,  the  School  had  $137,047 worth  of  notes 
payable outstanding at year end.  For more  information on Advances Payable  see Note 6 of  the basic 
financial statements. For more information in Notes Payable see Note 7 of the basic financial statements. 

 
CURRENT FINANCIAL ISSUES 
 

The School  is a community School and  is  funded through the State of Ohio Foundation Program.  The 
School relies on this, as well as, State and Federal funds as its primary source of revenue.   In 2019, the 
State  raised  the  base  per  pupil  funding  to  $6,020,  which  is  up  from  $6,010  in  the  previous 
year.  Additionally, community schools in Ohio will be allocated a small amount of facilities funding which 
is also per pupil based.  This amount is projected to be approximately $200 per pupil. 
 

The full‐time equivalent enrollment of the School for the year ended June 30, 2019 was 248 compared to 
a figure of 243 at the end of fiscal year 2018. 
 

Overall, the School will continue to provide learning opportunities and apply resources to best meet the 
needs of the students served.  
 

CONTACTING THE SCHOOL’S FINANCIAL MANAGEMENT 
 

This financial report is designed to provide our citizen’s, taxpayers, investors and creditors with a general 
overview of the School’s finances and to demonstrate accountability for the money it receives. If you have 
questions about this report or need additional information contact the School’s Fiscal Officer, C. David 
Massa, CPA, of Massa Financial Solutions, LLC, 14405 St. Clair Avenue., Cleveland, Ohio 44110. 
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LAKE ERIE PREPARATORY SCHOOL 

CUYAHOGA COUNTY, OHIO 
                                                                          

                                                                            Statement of Net Position 
                                                                           At June 30, 2019

 

Assets:

Current Assets:

    Cash and Cash Equivalents 67,087$              

    Intergovernmental Receivable  147,765

    Accounts Receivable 79,670

      Total Current Assets 294,522

Noncurrent Assets:

  Net OPEB Asset 102,345

  Capital Assets, net of Accumulated Depreciation 11,767

      Total Noncurrent Assets 114,112

Total Assets 408,634              

Deferred Outflows of Resources:

    Pension 558,182              

    OPEB 18,589                 

Total Deferred Outflows of Resources 576,771              

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 45,525                 

    Accounts Payable, Related Party 1,018,324           

    Accrued Expenses 476,773              

    Current Portion of Long‐Term Debt 17,656                 

    Advances Payable 444,800              

    Unearned Revenue 17,655                 

       Total Current Liabilities 2,020,733           

Noncurrent Liabilities:

  Net Pension Liability 1,681,963

  Net OPEB Liability 139,660

  Noncurrent Portion of Long‐term Debt 119,391

    Total Noncurrent Liabilities 1,941,014

       Total Liabilities 3,961,747

Deferred Inflows of Resources:

    Pension 846,479              

    OPEB 335,198              

Total Deferred Inflows of Resources 1,181,677           

Net Position:

  Investment in Capital Assets 11,767

  Unrestricted Net Position (4,169,786)

  Total Net Position (4,158,019)$       

See Accompanying Notes to the Basic Financial Statements
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Operating Revenues:

  State Aid 2,130,674$       

  Miscellaneous 1,454

    Total Operating Revenues 2,132,128

Operating Expenses:

  Purchased Services 2,461,206

  Depreciation 5,883

  Supplies 56,171

  Other Operating Expenses 29,887

    Total Operating Expenses 2,553,147

Operating Loss (421,019)

Non‐Operating Revenues and (Expenses):

  Federal and State Grants  536,379

  Interest Expense (103,273)           

    Net Non‐operating Revenues and (Expenses) 433,106

Change in Net Position 12,087               

Net Position Beginning of Year (4,170,106)        

Net Position End of Year (4,158,019)$     

See Accompanying Notes to the Basic Financial Statements  
 

 
 
 
 
 
 
 
 
 
 

                                                                              LAKE ERIE PREPARATORY SCHOOL 
                                                                                     CUYAHOGA COUNTY, OHIO 

Statement of Revenues,
 

                                                     Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2019 
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LAKE ERIE PREPARATORY SCHOOL 

CUYAHOGA COUNTY, OHIO 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2019 

 

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 2,125,325$       

Other Operating Receipts 1,454                 

Cash Payments to Suppliers for Goods and Services (2,333,678)        

Net Cash Used For Operating Activities (206,899)           

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Purchase of Assets (17,650)             

Net Cash Used for Capital and Related Financing (17,650)             

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Federal and State Grant Receipts 417,095            

Charter School Capital  Advances 1,307,300         

Charter School Capital  Cost of Funding (86,656)             

Charter School Capital  Redemptions (1,310,800)        

Note Payable Principal Payments (48,104)             

Note Payable Interest Expense (16,617)             

Net Cash Provided By Noncapital Financing Activities 262,218            

Net Increase in Cash and Cash Equivalents 37,669               

Cash and Cash Equivalents ‐ Beginning of the Year 29,418               

Cash and Cash Equivalents ‐ Ending of the Year 67,087$            

See Accompanying Notes to the Basic Financial Statements

 
 
 
 
 
 
 
 
 
 
 
 
 

(Continued)
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LAKE ERIE PREPARATORY SCHOOL 
 CUYAHOGA COUNTY, OHIO  

 
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2019 
(Continued) 

 

Reconciliation of Operating Loss to Net Cash Used For Operating Activities

Operating Loss (421,019)$         

Adjustments to Reconcile Operating Loss to Net Cash Used For Operating Activities

Depreciation 5,883                 

Changes in Assets, Liabil ities, and Deferred Inflows and Outflows:

(Increase)/Decrease in Receivables (6,519)                

(Increase)/ Decrease in Deferred Outflows 653,530            

Increase/ (Decrease) in Deferred Inflows 681,597            

Increase/ (Decrease) in Net Pension Liability (1,036,957)        

Increase/(Decrease) in Net OPEB Liability (403,088)           

Increase/(Decrease) in Deferred Revenue 17,655               

Increase/(Decrease) in Accounts Payable 228,787            

Increase/(Decrease) in Accrued Expenses 191,697            

Increase/(Decrease) in Withholding Payable (16,120)             

(Increase)/Decrease in Net OPEB Asset (102,345)           

Net Cash Used For Operating Activities (206,899)$         

See Accompanying Notes to the Basic Financial Statements  
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NOTE 1 ‐ DESCRIPTION OF THE ENTITY 
 
The Lake Erie Preparatory School, (the School)  is a nonprofit corporation established pursuant to Ohio 
Revised Code Chapters 3314 and 1702.    The School’s mission  is  to provide an orderly  and  supportive 
environment whereby students experience preparations for college, career and life. The School operates 
on a foundation, which fosters character building for all students, parents and staff members.  The School, 
which is part of the State’s education program, is independent of any School and is nonsectarian in its 
programs, admission policies, employment practices, and all other operations.  The School may acquire 
facilities as needed and contract for any services necessary for the operation of the School. 

 
The  School  was  approved  for  operation  under  a  contract  with  Ohio  Council  of  Community  Schools 
(“OCCS”) (the Sponsor) for a five‐year period commencing on July 1, 2012. Subsequent to year‐end, the 
contract was renewed for an additional  five‐year period through 2022. The Sponsor  is  responsible  for 
evaluating the performance of the School and has the authority to deny renewal of the contract at  its 
expiration or terminate the contract prior to its expiration.  

 
The School operates under the direction of a Board of Directors (the Board).  The Board is responsible for 
carrying out the provisions of the contract which include, but are not limited to, state mandated provisions 
regarding  student  populations,  curriculum,  academic  goals,  performance  standards,  admissions 
standards, and qualifications of teachers.  The Board controls the School’s instructional and administrative 
staff. The contracts with ACCEL Schools of Ohio (management company, see note 15) to assist in the daily 
operations of the school. 
 

NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The basic financial statements of the School have been prepared in conformity with generally accepted 
accounting principles  (GAAP)  as  applied  to  governmental  nonprofit  organizations.    The Governmental 
Accounting Standards Board (GASB) is the accepted standard‐setting body for establishing governmental 
accounting and financial reporting principles. The more significant of the School’s accounting policies are 
described below. 
 
Basis of Presentation ‐ The School’s basic financial statements consist of a Statement of Net Position, a 
Statement of Revenues, Expenses and Change in Net Position, and a Statement of Cash Flows. Enterprise 
fund  reporting  focuses on  the determination of  the  changes Net  Position,  financial  position  and  cash 
flows. 

 
The Government Accounting  Standards Board  identifies  the presentation of  all  financial  activity  to be 
reported within one enterprise fund for year‐ending reporting purposes.  Enterprise accounting is used to 
account for operations that are financed and operated in a manner similar to private business enterprise 
where the  intent  is that the cost  (expense) of providing goods and services to the general public on a 
continuing basis be financed or recovered primarily through user charges. 
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NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Measurement  Focus  and  Basis  of  Accounting  ‐  The  accounting  and  financial  reporting  treatment  is 
determined  by  measurement  focus.  Enterprise  accounting  uses  a  flow  of  economic  resources 
measurement  focus. Under  this measurement  focus,  all  assets,  all  deferred  outflows of  resources,  all 
liabilities,  and  all  deferred  inflows  of  resources  are  included  on  the  Statement  of  Net  Position.  The 
Statement of Revenues, Expenses and Changes  in Net Position presents  increases (e.g., revenues) and 
decreases (e.g., expenses) in total Net Position. 
 
Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported in 
the financial statements.  The accrual basis of accounting is used for reporting purposes.  Revenues are 
recognized when they are earned, and expenses are recognized when they are incurred.  
 
Budgetary Process ‐ Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C). However, unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter  5705,  unless  specifically  provided  in  the  contract  between  the  School  and  its  Sponsor.  The 
contract between the School and its Sponsor does not require the School to follow the provisions Ohio 
Revised  Code  Chapter  5705;  therefore,  no  budgetary  information  is  presented  in  the  basic  financial 
statements. 

         
Cash and Cash Equivalents ‐ Cash received by the School is reflected as “Cash and Cash Equivalents” on 
the Statement of Net Position.  The School did not have any investments during the period ended June 
30, 2019. 
       
Estimates  ‐ The preparation of  financial  statements  in  conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from these estimates. 
 
Capital  Assets  and  Depreciation  ‐  Capital  assets  are  capitalized  at  cost.  Donated  Capital  Assets  are 
recorded at  their acquisition values as of the date received. The costs of additions are capitalized and 
expenditures for repairs and maintenance are expensed when incurred.  When property is sold or retired, 
the related costs and accumulated depreciation are removed from the financial records and any gain or 
loss is included in additions to or deductions from Net Position. Capital assets had a net book value of 
$11,767 at June 30, 2019, net of accumulated depreciation. 
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NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Capital Assets and Depreciation (continued) 
 
Depreciation of capital assets  is calculated utilizing the straight‐line method over the estimated useful 
lives of the assets which are as follows: 

  
Asset Class          Useful Life 
Computers & Software        3 years 

  Furniture, Fixtures, & Equipment                5 years 
       Textbooks          3 years          
 

The School’s policy for asset capitalization threshold is $5,000. Assets or certain asset groups not meeting 
the  capitalization  threshold  are  not  capitalized  and  are  not  included  in  the  assets  represented  in  the 
accompanying Statement of Net Position. 

 
Intergovernmental  Revenues  ‐  The  School  currently  participates  in  the  State  Foundation  Program. 
Revenues received from this program are recognized as operating revenues in the accounting period in 
which all eligibility requirements have been met. 

 
Grants and entitlements are  recognized as non‐operating  revenues  in  the accounting period  in which 
eligibility requirements have been met. 
 
Eligibility  requirements  include  timing  requirements,  which  specify  the  year  when  the  resources  are 
required to be used or the fiscal year when use is first permitted, matching requirements, in which the 
School must provide local resources to be used for a specified purpose, and expenditure requirements, in 
which the resources are provided to the School on a reimbursement basis. 

 
The  School  also  participates  in  various  federal  programs  passed  through  the  Ohio  Department  of 
Education. 

 
Under the above programs the School recorded $2,130,674 this fiscal year from the Foundation Program 
and Casino Tax Revenue and $536,379 from Federal and State Grants. 
 
Compensated Absences  ‐ Vacation  is  taken  in a manner which  corresponds with  the  school  calendar; 
therefore, the School does not accrue vacation time as a liability. 

 
Sick/personal leave benefits are earned by full‐time employees at the rate of ten days per year and cannot 
be carried into the subsequent years.  No accrual for sick time is made since unused time is not paid to 
employees upon employment termination. 
 
Accrued Liabilities ‐ Obligations incurred but unpaid at June 30 are reported as accrued liabilities in the 
accompanying financial statements.  These liabilities consisted of Accounts Payable, Accrued Expenses, 
Advances Payable, and Unearned Revenue and Current Portion of Long‐Term Debt totaling $2,020,733 at 
June 30, 2019. 
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NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Exchange and Non‐Exchange Transactions ‐ Revenue resulting from exchange transactions, in which each 
party gives and receives essentially equal value, is recorded on the accrual basis when the exchange takes 
place. Non‐exchange transactions, in which the School receives value without directly giving equal value 
in return, include grants, entitlements and donations.  Revenue from grants, entitlements and donations 
is  recognized  in  the  fiscal  year  in  which  all  eligibility  requirements  have  been  satisfied.    Eligibility 
requirements include timing requirements, which specify the year when the resources are required to be 
used or  the  fiscal  year when use  is  first permitted, matching  requirements,  in which  the School must 
provide local resources to be used for a specified purpose, and expenditures requirements, in which the 
resources are provided to the School on a reimbursement basis. 
 
Deferred Outflows/Inflows of Resources ‐ In addition to assets, the statements of financial position will 
sometimes report a separate section for deferred outflows of resources. Deferred outflows of resources 
represent a consumption of net position that applies to a future period and will not be recognized as an 
outflow of resources (expense/expenditure) until then.  For the School, deferred outflows of resources 
are reported on the statement of net position for pension and OPEB.  The deferred outflows of resources 
related to pension and OPEB plans are explained in Notes 9 and 10.  
  
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. For the School, deferred inflows of resources include 
pension and OPEB. These amounts are deferred and recognized as an inflow of resources in the period 
the amounts become available.   Deferred  inflows of  resources  related to pension and OPEB plans are 
reported on the statement of net position. (See Notes 9 and 10)  
 
Net Position  ‐ Net position represents  the difference between assets, deferred outflows of  resources, 
liabilities,  and  deferred  inflows  of  resources.  Net  Position  is  reported  as  restricted  when  there  are 
limitations imposed on their use through external restriction imposed by creditors, grantors, or laws and 
regulations of other governments.  The School applies restricted resources when an expense is incurred 
for purposes for which both restricted and unrestricted Net Position are available. Net Position invested 
in capital assets consist of capital assets, net of accumulated depreciation, reduced by the outstanding 
balances of any borrowings used for the acquisition, construction, or improvement of those assets. 

 
Operating and Non‐Operating Revenues and Expenses ‐ Operating revenues are those revenues that are 
generated directly from the primary activities of the School.  For the School, these revenues are primarily 
the State Foundation program.  Operating expenses are necessary costs incurred to provide the good or 
service that is the primary activity of the School.  All revenues and expenses not meeting this definition 
are reported as non‐operating.   
 
Non‐operating revenues are those revenues that are not generated directly from the primary activities of 
the School.  Various federal and state grants, interest earnings, if any, and other miscellaneous revenues 
comprise  the  non‐operating  revenues  of  the  School.    Interest  and  fiscal  charges  on  outstanding 
obligations, as well as gain or loss on capital asset disposals, if any comprise the non‐operating expenses. 
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NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

Pensions/Other Postemployment Benefits  (OPEB)  ‐ For purposes of measuring  the net pension/OPEB 
asset/liability,  deferred  outflows  of  resources  and  deferred  inflows  of  resources  related  to 
pensions/OPEB,  and  pension/OPEB  expense,  information  about  the  fiduciary  net  position  of  the 
pension/OPEB plans and additions to/deductions from their fiduciary net position have been determined 
on the same basis as they are reported by the pension/OPEB plan.  For this purpose, benefit payments 
(including refunds of employee contributions) are recognized when due and payable in accordance with 
the benefit terms.  The pension/OPEB plans report investments at fair value. 

 
NOTE 3 ‐ CASH AND CASH EQUIVALENTS 
 
The  following  information  classifies  deposits  by  category  of  risk  as  defined  in  GASB  Statement  No.3 
“Deposits  with  Financial  Institutions,  Investments  (including  Repurchase  Agreements)  and  Reverse 
Repurchase  Agreements,”  as  amended  by  GASB  Statement  No.40,  “Deposit,  and  Investment  Risk 
Disclosures”. 

 
The School maintains its cash balances at one financial institution, PNC Bank, located in Ohio. The balances 
are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account.  
At  June  30,  2019,  the  book  amount  of  the  School’s  deposits was  $67,087  and  the  bank  balance was 
$68,430.  

 
The School had no deposit policy  for custodial risk beyond the requirement of state statute. Ohio  law 
requires that deposits either be insured or be protected by eligible securities pledged to and deposited 
either with the School or a qualified trustee by the financial institution as security for repayment or by a 
collateral pool of eligible securities deposited with a qualified trustee to secure repayment of all public 
monies deposited in the financial institution whose market value shall be at least 105% of deposits being 
secured. At June 30, 2019, none of the bank balance was exposed to custodial credit risk. 
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NOTE 4 ‐ RECEIVABLES 
 
The School has Accounts receivables totaling $79,670 at June 30, 2019. These receivables represented 
monies  earned,  but  not  received  as  of  year‐end.  The  School  also  had  Intergovernmental  receivables 
totaling $147,765 at June 30, 2019.  These receivables represented monies earned from Federal programs 
but not received as of year‐end. All receivables are expected to be collected within one year. 
 

NOTE 5 ‐ CAPITAL ASSETS  
 
For the period ending June 30, 2019, the School’s capital assets consisted of the following: 
 

 
NOTE 6 ‐ ADVANCES PAYABLE 
 

During  the  fiscal year ending 2019,  the School  received working capital advances  from Charter School 
Capital through a receivables purchase agreement. As the School receives its monthly State funding, these 
advances  are  repaid,  however,  the  School may  elect  to  receive  future  advances  from Charter  School 
Capital by entering into additional agreements.  The total cost of funding for the year was $86,656. 
 
The activity for the year is reflected as follows: 

 

 

Balance Balance

06/30/18 Additions Deletions 06/30/19

Capital Assets:

Computers & Software 332,957$        17,650$           ‐$               350,607$         

Furniture, Fixtures, and Equipment 42,464             ‐                    ‐                 42,464             

Textbooks 40,397             ‐                    ‐                 40,397             

 

Total Capital Assets 415,818          17,650             ‐                 433,468           

Less Accumulated Depreciation:

Computers & Software (332,957)         (5,883)              ‐                 (338,840)         

Furniture, Fixtures, and Equipment (42,464)           ‐                    ‐                 (42,464)            

Textbooks (40,397)           ‐                    ‐                 (40,397)            

Total Accumulated Depreciation (415,818)         (5,883)              ‐                 (421,701)         

Total Capital Assets, Net ‐$                 11,767$           ‐$               11,767$           

Balance 

6/30/2018 Additions Reductions

Balance 

6/30/2019

Charter School Capital 448,300$           1,307,300$     (1,310,800)$    444,800$          

448,300$           1,307,300$       (1,310,800)$    444,800$          
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NOTE 7 – LONG‐TERM OBLIGATIONS AND NOTES PAYABLE 
 
The changes in the School’s long‐term obligations during fiscal year 2019 were as follows: 

 
The School had notes payable originally totaling $187,000 which were converted on June 30, 2016 from 
advances payable due to Northeast Ohio College Preparatory School. The note began on June 30, 2016 
and matures on June 30, 2026. The annual interest rate is 3.5%. Principal paid was $48,104 during 2019 
and interest was $16,617.   
 
The entire unpaid principal balance, together with any accrued interest and any other unpaid charges or 
fees here under, shall be due and payable on June 30, 2026 unless after date is agreed to by the parties.  
Prepayment may occur without any penalties.  In the event any default or payment on this note is not 
made at the time and in the manner required, the school agrees to pay any and all costs and expenses 
which may be incurred by the lender in connection with the enforcement of any of its rights under this 
note or under any such other instrument, including court costs and reasonable attorney’s fees. 
 
Future obligations under the note are as follows: 
 
 

Fiscal Year Ending June 30 Principle Interest

2020 17,656$             4,534$              

2021 18,284               3,906                 

2022 18,934               3,256                 

2023 19,608               2,582                 

2024 20,305               1,885                 

2025‐2026 42,260               2,120                 

Total minimum payments 137,047$           18,283$            

 
 
 

Balance 
6/30/2018 Additions Reductions

Balance 
6/30/2019

Due within 
One Year

Post Employment Liability:
Net Pension Liability 2,718,920$   -$              (1,036,957)$  1,681,963$       -$             
Net OPEB Liability 542,748        -               (403,088)       139,660           -              

Total Post Employment Liability 3,261,668     -               (1,440,045)    1,821,623         -              

Direct Borrowing:
Notes Payable 185,151        -               (48,104)         137,047           17,656         

Total Long-Term Obligations 3,446,819$   -$              (1,488,149)$  1,958,670$       17,656$       
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NOTE 8 ‐ RISK MANAGEMENT 
 

Property & Liability ‐ The School is exposed to various risks of loss related to torts; theft of, damage to, 
and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  During the 
fiscal year ending June 30, 2019, the School contracted with Cincinnati Insurance Company for general 
liability  insurance  with  a  $1,000,000  each  occurrence/  $2,000,000  annual  aggregate,  as  well  as,  an 
umbrella policy with a $10,000,000 aggregate  limit.   The School also had a $1,000,000 School Leaders 
policy in place through National Union Fire Insurance. There were no settlements in excess of insurance 
coverage over the past 3 years, nor was there a significant reduction in coverage from the prior year. 

 
Workers’  Compensation  ‐  The  School  pays  the  State Worker’s  Compensation  System  a  premium  for 
employee injury coverage.  The premium is calculated by multiplying the monthly total gross payroll by a 
factor that is calculated by the State.  

 
Employee Medical  and  Dental  Benefits  ‐  The  School  provides  medical,  vision,  and  dental  insurance 
benefits through Anthem to all full‐time employees. During the School year, the School paid 90% of the 
monthly premiums for all employees. 

 

NOTE 9 ‐ DEFINED BENEFIT PENSIONS PLANS 
 
Net Pension Liability 
 
The net pension liability reported on the statement of net position represents a liability to employees for 
pensions.  Pensions  are  a  component  of  exchange  transactions—between  an  employer  and  its 
employees—of salaries and benefits for employee services.  Pensions are provided to an employee—on a 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for pensions is a present obligation 
because it was created as a result of employment exchanges that already have occurred. 
 
The net pension  liability  represents  the School’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long‐
term  variables,  including  estimated  average  life  expectancies,  earnings  on  investments,  cost  of  living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   
 
Ohio Revised Code  limits  the School’s obligation for  this  liability  to annually  required payments.     The 
School cannot control benefit terms or the manner in which pensions are financed; however, the School 
does receive the benefit of employees’ services in exchange for compensation including pension.  
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NOTE 9 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Net Pension Liability (continued) 
 
GASB 68  assumes  the  liability  is  solely  the obligation of  the  employer,  because  (1)  they benefit  from 
employee  services;  and  (2)  State  statute  requires  all  funding  to  come  from  these  employers.    All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State  legislature.   Any resulting  legislative change to benefits or funding could 
significantly affect the net pension liability.  Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net pension liability 
on  the  accrual  basis  of  accounting.    Any  liability  for  the  contractually‐required  pension  contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   
 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Plan Description – School non‐teaching employees participate in SERS, a statewide, cost‐sharing multiple‐
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability and 
survivor  benefits  to  plan  members  and  beneficiaries.    Authority  to  establish  and  amend  benefits  is 
provided by Ohio Revised Code Chapter 3309.  SERS issues a publicly available, stand‐alone financial report 
that includes financial statements, required supplementary information and detailed information about 
SERS’ fiduciary net position.  That report can be obtained by visiting the SERS website at www.ohsers.org 
under Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 
 

 
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the School is required to contribute 14 percent of annual covered payroll.  The contribution requirements 
of plan members and employers are established and may be amended by the SERS’  

 

Eligible to Retire before Eligible to Retire on or after

August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or

Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
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NOTE 9 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Net Pension Liability (continued) 
 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent for 
employers.    The  Retirement  Board,  acting  with  the  advice  of  the  actuary,  allocates  the  employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B 
Fund, and Health Care Fund).  For the fiscal year ended June 30, 2019, the allocation to pension, death 
benefits, and Medicare B was 13.5 percent.  SERS allocated 0.5 percent of employer contributions to the 
Health Care Fund for fiscal year 2019. 
 
The School’s contractually required contribution to SERS was $24,234 for fiscal year 2019. 
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost‐
sharing multiple‐employer  public  employee  retirement  system  administered  by  STRS.    STRS  provides 
retirement and disability benefits  to members and death and survivor benefits  to beneficiaries.    STRS 
issues  a  stand‐alone  financial  report  that  includes  financial  statements,  required  supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215‐3771, by calling (888) 227‐7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New  members  have  a  choice  of  three  retirement  plans;  a  Defined  Benefit  (DB)  Plan,  a  Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307. 
For the DB Plan, from August 1, 2015–July 1, 2017, any member could retire with reduced benefits who 
had (1) five years of service credit and age 60; (2) 26 years of service credit and age 55; or (3) 30 years of 
service  credit  regardless  of  age.  Effective  August  1,  2017–July  1,  2019,  any member may  retire with 
reduced benefits who has (1) five years of service credit and age 60; (2) 27 years of service credit and age 
55; or  (3) 30 years of service credit  regardless of age. Eligibility changes will  continue to be phased  in 
through August 1, 2026, when retirement eligibility for unreduced benefits will be five years of service 
credit and age 65, or 35 years of  service credit and at  least age 60. Retirement eligibility  for  reduced 
benefits will be five years of service credit and age 60, or 30 years of service credit regardless of age. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  Effective July 1, 2017, employer contributions of 9.53 percent are placed in 
the investment accounts and the remaining 4.47 percent of the 14 percent employer rate is allocated to 
the defined benefit unfunded liability. A member is eligible to receive a retirement benefit at age 50 and 
termination of employment.  The member may elect to receive a lifetime monthly annuity or a lump 
sum withdrawal.   
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NOTE 9 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description ‐ State Teachers Retirement System (STRS) Continued 
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
In the Combined Plan, member contributions are allocated among investment choices by the member, 
and employer contributions are used to fund a defined benefit payment. A member’s defined benefit is 
determined by multiplying one percent of the member’s final average salary by the member’s years of 
service credit. The defined benefit portion of the Combined Plan payment is payable to a member on or 
after age 60 with five years of service. The DC portion of the account may be taken as a  lump sum or 
converted to a lifetime monthly annuity at age 50 and termination of employment. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another  STRS plan.    The optional  annuitization of  a member’s defined  contribution account or  the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of  investment gain or  loss on the account.   STRS has therefore  included all three plan 
options as one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with  five or more years of credited service who  is determined to be 
disabled  may  qualify  for  a  disability  benefit.    Eligible  survivors  of  members  who  die  before  service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance. 
 
Funding  Policy  –  Employer  and  member  contribution  rates  are  established  by  the  State  Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2019, plan members were required to contribute 14 percent of their annual covered salary. The School 
was  required  to  contribute  14  percent;  the  entire  14  percent  was  the  portion  used  to  fund  pension 
obligations.  The fiscal year 2019 contribution rates were equal to the statutory maximum rates. 
 
The School’s contractually required contribution to STRS was $98,980 for fiscal year 2019. 
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NOTE 9 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Pension  Liabilities,  Pension  Expense,  and  Deferred  Outflows  of  Resources  and  Deferred  Inflows  of 
Resources Related to Pensions  
 
The net pension liability was measured as of June 30, 2018, and the total pension liability used to calculate 
the  net  pension  liability  was  determined  by  an  independent  actuarial  valuation  as  of  that  date.  The 
School's employer allocation percentage of the net pension liability was based on the employer’s share of 
employer contributions in the pension plan relative to the total employer contributions of all participating 
employers. Following is information related to the proportionate share and pension expense: 
 

 
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual  investment earnings, differences between expected and 
actual  actuarial  experience,  changes  in  assumptions  and  changes  in  the  School’s  proportion  of  the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense  over  current  and  future  periods.  The  difference  between  projected  and  actual  investment 
earnings is recognized in pension expense using a straight‐line method over a five‐year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight‐line method. Employer 
contributions to the pension plan subsequent to the measurement date are also required to be reported 
as a deferred outflow of resources.  
  
 

SERS STRS Total

Proportion of the Net Pension Liability

  Prior Measurement Date 0.00554660% 0.01005052%

Proportion of the Net Pension Liability

  Current Measurement Date 0.00491590% 0.00636909%

Change in Proportionate Share -0.00063070% -0.00368143%

Proportionate Share of the Net Pension

  Liability 281,543               1,400,420            1,681,963            

Pension Expense 3,113                   167,466               170,579               
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NOTE 9 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Pension  Liabilities,  Pension  Expense,  and  Deferred  Outflows  of  Resources  and  Deferred  Inflows  of 
Resources Related to Pensions  
 
At June 30, 2019 the School reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  
 

 
 

 
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 15,441                 32,325                 47,766                 

Changes of assumptions 6,359                   248,181               254,540               

Net difference between projected and

  actual earnings on pension plan investments -                       -                       -                       

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 22,449                 110,213               132,662               

School contributions subsequent to the 

  measurement date 24,234                 98,980                 123,214               

Total Deferred Outflows of Resources 68,483                 489,699               558,182               

-                       -                       

Deferred Inflows of Resources

Differences between expected and

  actual experience -                       9,145                   9,145                   

Changes of assumptions -                       -                       -                       

Net difference between projected and

  actual earnings on pension plan investments 7,802                   84,920                 92,722                 

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 65,500                 679,112               744,612               

Total Deferred Inflows of Resources 73,302                 773,177               846,479               
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NOTE 9 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Pension  Liabilities,  Pension  Expense,  and  Deferred  Outflows  of  Resources  and  Deferred  Inflows  of 
Resources Related to Pensions  
 
$123,214  reported  as  deferred  outflows  of  resources  related  to  pension  resulting  from  School 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2020.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to pension will be recognized in pension expense as follows:  
 

 
 
Actuarial Assumptions ‐ SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67, 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment terminations).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits  for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and  the historical pattern of  sharing benefit  costs between  the employers and plan 
members  to  that point.  The projection of benefits  for  financial  reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long‐term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the  benefits,  if  any,  paid  to  the  employee  after  termination  of  employment  until  the  death  of  the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 

SERS STRS Total

Fiscal Year Ending June 30:

2020 (22,531)                19,420                  (3,111)                  

2021 5,111                   (120,897)               (115,786)              

2022 (9,239)                  (125,732)               (134,971)              

2023 (2,394)                  (155,249)               (157,643)              

-                       

-                                             -                       

Total (29,053)                (382,458)               (411,511)              
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NOTE 9 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions ‐ SERS 
 
Key  methods  and  assumptions  used  in  calculating  the  total  pension  liability  in  the  latest  actuarial 
valuation, prepared as of June 30, 2018, are presented below: 
 

 
 

For post‐retirement mortality, the table used in evaluating allowances to be paid is the RP‐2014 Blue Collar 
Mortality Table with fully generational projection and Scale BB, with 120 percent of male rates and 110 
percent of female rates used. The RP‐2000 Disabled Mortality Table with 90 percent for male rates and 
100 percent for female rates set back five years is used for the period after disability retirement.  
 
The  long‐term  return  expectation  for  the  Pension  Plan  Investments  has  been  determined  by  using  a 
building‐block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A  forecasted  rate  of  inflation  serves  as  the  baseline  for  the  return  expectation.    Various  real  return 
premiums over  the baseline  inflation  rate have been established  for  each asset  class.    The  long‐term 
expected nominal rate of return has been determined by calculating an arithmetic weighted average of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the expected return from rebalancing uncorrelated asset classes. The asset allocation, as used in the June 
30, 2015 five‐year experience study, is summarized as follows: 
 

 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)
COLA or Ad Hoc COLA 2.50 percent, on and after April 1, 2018, COLA's for future retirees 

will be delayed for three years following commencement

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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NOTE 9 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions ‐ SERS 
 
Discount Rate Total pension liability was calculated using the discount rate of 7.50 percent. The projection 
of  cash  flows  used  to  determine  the  discount  rate  assumed  that  employers  would  contribute  the 
actuarially  determined  contribution  rate  of  projected  compensation  over  the  remaining  26‐year 
amortization  period  of  the  unfunded  actuarial  accrued  liability.  Projected  inflows  from  investment 
earnings were calculated using the long‐term assumed investment rate of return (7.50 percent). Based on 
those  assumptions,  the  plan’s  fiduciary  net  position was  projected  to  be  available  to make  all  future 
benefit payments of current plan members. Therefore, the long‐term expected rate of return on pension 
plan investments was applied to all periods of projected benefits to determine the total pension liability.  
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the School’s proportionate share of the net pension liability calculated using 
the discount rate of 7.50 percent, as well as what the School’s net pension liability would be if it were 
calculated using a discount  rate  that  is one percentage point  lower  (6.50 percent), or one percentage 
point higher (8.50 percent) than the current rate. 
 

 
 
 
Actuarial Assumptions – STRS  

The  total  pension  liability  in  the  July  1,  2018  actuarial  valuation was  determined  using  the  following 
actuarial assumptions, applied to all periods included in the measurement:  
 

 
 
Post‐retirement mortality rates are based on RP‐2014 Annuitant Mortality Table with 50 percent of rates 
through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 and 
84, and 100 percent of rates thereafter, projected forward generationally using mortality improvement 
scale MP‐2016; pre‐retirement mortality rates are based on RP‐2014 
 

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

School's proportionate share

  of the net pension liability $396,574 $281,543 $185,097

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Projected Payroll Growth 3.00 percent
Cost-of-Living Adjustments 0.00 percent
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NOTE 9 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – STRS ‐ Continued 

Employee Mortality Table, projected forward generationally using mortality improvement scale MP‐2016. 
 
The actuarial assumptions used in the July 1, 2018 valuation, were adopted by the board from the results 
of an actuarial experience study for July 1, 2011, through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.  Over  a  30‐year  period,  STRS’  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2018. The projection of cash flows used to determine the discount rate assumes that employer and 
member contributions will be made at statutory contribution rates of 14 percent each. For this purpose, 
only  employer  contributions  that  are  intended  to  fund  benefits  of  current  plan  members  and  their 
beneficiaries are included. Based on those assumptions, STRS’ fiduciary net position was projected to be 
available to make all projected future benefit payments to current plan members as of June 30, 2018. 
Therefore, the long‐term expected rate of return on pension plan investments of 7.45 percent was applied 
to all periods of projected benefit payments to determine the total pension liability as of June 30, 2018. 
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected
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NOTE 9 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – STRS ‐ Continued 

Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the School's proportionate share of the net pension liability as of June 
30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as what 
the School's proportionate share of the net pension liability would be if it were calculated using a discount 
rate that is one‐percentage‐point lower (6.45 percent) or one‐percentage‐point higher (8.45 percent) than 
the current assumption:  
 

 
 

 
 

 
NOTE 10 ‐ POSTEMPLOYMENT BENEFITS 
 
Net OPEB Asset/Liability 

 
The net OPEB asset/liability reported on the statement of net position represents an asset or liability to 
employees  for  OPEB.  OPEB  is  a  component  of  exchange  transactions‐–between  an  employer  and  its 
employees—of salaries and benefits for employee services.   OPEB are provided to an employee—on a 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services  each  financial  period.    The  obligation  to  sacrifice  resources  for  OPEB  is  a  present  obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net OPEB asset/liability represents the School’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB asset/liability calculation is dependent on critical long‐
term  variables,  including  estimated  average  life  expectancies,  earnings  on  investments,  cost  of  living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting these estimates annually.   

 
Ohio Revised Code  limits  the School’s obligation for  this  liability  to annually  required payments.     The 
School cannot control benefit terms or the manner in which OPEB are financed; however, the School does 
receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
 

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

School's proportionate share

  of the net pension liability $2,045,129 $1,400,420 $854,761
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NOTE 10 ‐ POSTEMPLOYMENT BENEFITS ‐ Continued 
 
Net OPEB Asset/Liability 
 
GASB 75 assumes the asset/liability is solely that of the employer, because they benefit from employee 
services.   OPEB contributions come from these employers and health care plan enrollees, which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio Revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
to benefits or funding could significantly affect the net OPEB asset/liability. Resulting adjustments to the 
net OPEB asset/liability would be  effective when  the  changes  are  legally  enforceable.  The  retirement 
systems may allocate a portion of the employer contributions to provide for these OPEB benefits. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net OPEB asset/ 
liability on the accrual basis of accounting.  Any liability for the contractually‐required OPEB contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   
 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Health Care Plan Description  ‐ The School contributes to the SERS Health Care Fund, administered by 
SERS for non‐certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a 
cost‐sharing  other  postemployment  benefit  (OPEB)  plan.    SERS’ Health Care  Plan provides  healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the  death  of  a  member  or  retiree,  are  eligible  for  SERS’  health  care  coverage.  Most  retirees  and 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self‐insured preferred provider 
organization  for  its  non‐Medicare  retiree  population.  For  both  groups,  SERS  offers  a  self‐insured 
prescription drug program. Health care  is a benefit  that  is permitted, not mandated, by  statute.    The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the 
plan selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding  Policy  ‐  State  statute  permits  SERS  to  fund  the  health  care  benefits  through  employer 
contributions.    Each  year,  after  the  allocation  for  statutorily  required  pensions  and  benefits,  the 
Retirement Board may allocate  the  remainder of  the employer  contribution of 14 percent of  covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2019, 0.5 percent of  

 

Attachment 26: Audited Financial Statements Page 3545



LAKE ERIE PREPARATORY SCHOOL ‐ CUYAHOGA COUNTY, OHIO 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS  
FOR THE YEAR ENDED JUNE 30, 2019 

     

34 
 

NOTE 10 ‐ POSTEMPLOYMENT BENEFITS ‐ Continued 
 
Plan Description ‐ School Employees Retirement System (SERS) – continued  
 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro‐rated if 
less than a full year of service credit was earned. For fiscal year 2019, this amount was $21,600. Statutes 
provide that no employer shall pay a health care surcharge greater than 2.0 percent of that employer’s 
SERS‐covered payroll; nor may SERS collect  in aggregate more than 1.5 percent of  the  total statewide 
SERS‐covered payroll for the health care surcharge.  For fiscal year 2019, the School’s surcharge obligation 
was $1,295.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The School’s contractually required contribution to SERS was 
$2,193 for fiscal year 2019.     
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost‐sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part 
B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the 
report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227‐7877. 
 
Funding  Policy  –  Ohio  Revised  Code  Chapter  3307  authorizes  STRS  to  offer  the  Plan  and  gives  the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed 
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees,  for  the most  recent  year,  pay  a  portion  of  the  health  care  costs  in  the  form of  a monthly 
premium.  Under Ohio law, funding for post‐employment health care may be deducted from employer 
contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2019, STRS did 
not allocate any employer contributions to post‐employment health care.   
 
OPEB Assets/Liabilities, OPEB Expense, and Deferred Outflows/Inflows of Resources Related to OPEB  
 
The net OPEB asset/liability was measured as of June 30, 2018, and the total OPEB asset/liability used to 
calculate  the  net  OPEB  asset/liability  was  determined  by  an  actuarial  valuation  as  of  that  date.  The 
School's proportion of the net OPEB asset/liability was based on the School's share of contributions to the 
respective  retirement  systems  relative  to  the  contributions  of  all  participating  entities.    Following  is 
information related to the proportionate share and OPEB expense: 
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NOTE 10 ‐ POSTEMPLOYMENT BENEFITS – Continued 
 
OPEB Assets/Liabilities, OPEB Expense, and Deferred Outflows/Inflows of Resources Related to OPEB 
 

 
 
At June 30, 2019, the School reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

SERS STRS Total

Proportion of the Net OPEB Liability

  Prior Measurement Date 0.00561209% 0.01005052%

Proportion of the Net OPEB Liability/asset

  Current Measurement Date 0.00503410% 0.00636909%

Change in Proportionate Share -0.00057799% -0.00368143%

Proportionate Share of the Net OPEB

  Liability/(asset) 139,660               (102,345)              37,315                 

OPEB Expense (9,023)                  (243,412)              (252,435)              
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NOTE 10 ‐ POSTEMPLOYMENT BENEFITS – Continued 
 

 
 
 
 
 
 
 
 
 
 
 
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 2,280$                 11,954$               14,234$               

Changes of assumptions -                       -                       -                       

Net difference between projected and

  actual earnings on OPEB plan investments -                       -                       -                       

Changes in proportion and differences

    between contributions and proportionate

    share of contributions -                       2,162                   2,162                   

School contributions subsequent to the 

  measurement date 2,193                   -                       2,193                   

Total Deferred Outflows of Resources 4,473$                 14,116$               18,589$               

-                       -                       

Deferred Inflows of Resources

Differences between expected and

  actual experience -$                     5,963$                 5,963$                 

Changes of assumptions 12,548                 139,454               152,002               

Net difference between projected and

  actual earnings on OPEB plan investments 210                      11,693                 11,903                 

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 34,139                 131,191               165,330               

Total Deferred Inflows of Resources 46,897$               288,301$             335,198$             
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NOTE 10 ‐ POSTEMPLOYMENT BENEFITS – Continued 
 
OPEB Assets/Liabilities, OPEB Expense, and Deferred Outflows/Inflows of Resources Related to OPEB 
 
$2,193 reported as deferred outflows of resources related to OPEB resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending June 30, 2020.  Other amounts reported as deferred outflows of resources and deferred 
inflows of resources related to OPEB will be recognized in OPEB expense as follows: 
 

 
 
Actuarial Assumptions ‐ SERS 
 
The total OPEB liability was determined by an actuarial valuation as of June 30, 2018. The actuarial 
assumptions used in the valuation are based on results from the most recent actuarial experience study, 
which covered the five‐year period ending June 30, 2015. The experience study report is dated April 
2016. The total OPEB liability used the following assumptions and other inputs: 

 

 
 
 

SERS STRS Total

Fiscal Year Ending June 30:

2020 (19,184)                       (47,420)                       (66,604)                       

2021 (15,308)                       (47,420)                       (62,728)                       

2022 (3,026)                         (47,422)                       (50,448)                       

2023 (6,555)                         (88,498)                       (95,053)                       

2024 (387)                            (21,970)                       (22,357)                       

Thereafter (157)                            (21,455)                       (21,612)                       

Total (44,617)                       (274,185)                     (318,802)                     

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Municipal Bond Index Rate

Measurement Date 3.62 percent
Prior Measurement Date 3.56 percent

Single Equivalent Interest Rate
Measurement Date 3.70 percent, net of plan investment expense, including price inflation
Prior Measurement Date 3.63 percent, net of plan investment expense, including price inflation

Health Care Cost Trend Rate
Medicare 5.375 percent - 4.75 percent
Pre-Medicare 7.25 percent - 4.75 percent

Attachment 26: Audited Financial Statements Page 3549



LAKE ERIE PREPARATORY SCHOOL ‐ CUYAHOGA COUNTY, OHIO 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS  
FOR THE YEAR ENDED JUNE 30, 2019 

     

38 
 

NOTE 10 ‐ POSTEMPLOYMENT BENEFITS ‐ Continued 
 
Actuarial Assumptions ‐ SERS 
 
Mortality rates were based on the RP‐2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of  female rates. RP‐2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The long‐term expected rate of return on plan factors are considered in evaluating the long‐term rate of 
return assumption including long‐term historical data, estimates inherent in current market data, and a 
long‐normal distribution analysis  in which best‐estimate ranges of expected future real rates of return 
were developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long‐term expected rate of return, 7.50 percent, by weighting the expected future real rates 
of return by the target asset allocation percentage and then adding expected inflation. The capital market 
assumptions developed by the investment consultant are intended for use over a 10‐year horizon and 
may not be useful in setting the long‐term rate of return for funding pension plans which covers a longer 
timeframe.  The assumption  is  intended  to be  a  long‐term assumption and  is  not  expected  to  change 
absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental 
change in the market that alters expected returns in future years. 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 
as used in the June 30, 2015 five‐year experience study, are summarized as follows: 
 

 
 

Discount  Rate  The  discount  rate  used  to measure  the  total  OPEB  liability  at  June  30,  2018 was  3.70 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2018 was 3.63 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be made 
from members and the System at the contribution rate of 2.00 percent of projected covered payroll each 
year, which includes a 1.50 percent payroll surcharge and 0.50 percent of contributions from the basic 
benefits  plan.  Based  on  these  assumptions,  the  OPEB  plan’s  fiduciary  net  position  was  projected  to 
become  insufficient  to  make  future  benefit  payments  during  the  fiscal  year  ending  June  30,  2026. 
Therefore,  the  long‐term expected  rate of  return on OPEB plan assets was used  to present  value  the 
projected  benefit  payments  through  the  fiscal  year  ending  June  30,  2025  and  the  Fidelity  General 
Obligation 20‐year Municipal Bond Index rate of 3.62 percent, as of June 30, 2018 (i.e., municipal bond  

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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NOTE 10 ‐ POSTEMPLOYMENT BENEFITS ‐ Continued 
 
Actuarial Assumptions ‐ SERS 
 
rate), was used to present value the projected benefit payments for the remaining years in the projection. 
The total present value of projected benefit payments  from all  years was then used to determine the 
single rate of return that was used as the discount rate. The projection of future benefit payments for all 
current plan members was until the benefit payments ran out. 
 
Sensitivity of the School's Proportionate Share of the Net OPEB Liability to Changes in the Discount Rate 
and Changes in the Health Care Cost Trend Rates The net OPEB liability  is sensitive to changes  in the 
discount rate and the health care cost trend rate. The following table presents the net OPEB liability and 
what the net OPEB liability would be if  it were calculated using a discount rate that is one percentage 
point lower (2.70 percent) and higher (4.70 percent) than the current discount rate (3.70 percent). Also 
shown is what the net OPEB liability would be based on health care cost trend rates that are one percent 
lower (6.25 percent decreasing to 3.75 percent) and one percent higher (8.25 percent decreasing to 5.75 
percent) than the current rate. 

 

 
 

 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2018, actuarial valuation are presented below:   

 

 
 
Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 

 

Current

1% Decrease Discount Rate 1% Increase

(2.70%) (3.70%) (4.70%)

School's proportionate share

  of the net OPEB liability $169,466 $139,660 $116,059

Current

1% Decrease Trend Rate 1% Increase

(6.25 % decreasing (7.25 % decreasing (8.25 % decreasing

to 3.75%) to 4.75%) to 5.75%)

School's proportionate share

  of the net OPEB liability $112,680 $139,660 $175,386

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Health Care Cost Trend Rates -5.23 percent to 9.62 percent, initial, 4.00 percent ultimate
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NOTE 10 ‐ POSTEMPLOYMENT BENEFITS ‐ Continued 
 
Actuarial Assumptions – STRS 
 
For healthy retirees the mortality rates are based on the RP‐2014 Annuitant Mortality Table with 50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates 
between ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using 
mortality improvement scale MP‐2016. For disabled retirees, mortality rates are based on the RP‐2014 
Disabled Mortality Table with 90 percent of rates for males and 100 percent of rates for females, 
projected forward generationally using mortality improvement scale MP‐2016. 
 
Actuarial assumptions used in the June 30, 2018, valuation are based on the results of an actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long‐term expected 
rate of return for each major asset class are summarized as follows:  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25 percent and does not include investment expenses.  Over a 30‐year period, STRS' investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total OPEB asset/liability was 7.45 percent as of 
June 30, 2018. The projection of cash flows used to determine the discount rate assumed STRS continues 
to allocate no employer contributions to the health care fund. Based on those assumptions, the OPEB 
plan’s fiduciary net position was projected to be available to make all projected future benefit payments 
to current plan members as of June 30, 2018. Therefore, the long‐term expected rate of return on health 
care  plan  investments  of  7.45  percent  was  applied  to  all  periods  of  projected  benefit  payments  to 
determine the total OPEB liability as of June 30, 2018.  

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected
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NOTE 10 ‐ POSTEMPLOYMENT BENEFITS ‐ Continued 
 
Sensitivity  of  the  School’s  Proportionate  Share  of  the  Net  OPEB  Asset/Liability  to  Changes  in  the 
Discount and Health Care Cost Trend Rate The following table represents the net OPEB asset/liability as 
of June 30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as 
what the net OPEB asset/liability would be if it were calculated using a discount rate that is one percentage 
point lower (6.45 percent) or one percentage point higher (8.45 percent) than the current assumption. 
Also shown is the net OPEB liability as of June 30, 2018, calculated using health care cost trend rates that 
are one percentage point lower or one percentage point higher than the current health care cost trend 
rates. 

 

 
 

 
NOTE 11 ‐ CONTINGENCIES  

 
Grants ‐ The School received financial assistance from federal and state agencies in the form of grants.  
Amounts  received  from  grantor  agencies  are  subject  to  audit  and  adjustment  by  the  grantor.    Any 
disallowed costs may require refunding to the grantor.  Amounts which may be disallowed, if any, are not 
presently determinable.   However,  in  the opinion of  the School, any such adjustments will not have a 
material adverse effect on the financial position of the School.  

 
Litigation ‐ There are currently no matters in litigation with the School as defendant. 
 
Full‐time Equivalency ‐ School foundation funding is based on the annualized full‐time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for  Foundation  funding  purposes.   Community  schools  must  provide  documentation  that  clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  
 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation  funding  due  to  a  lack  of  evidence  to  support  student  participation  and  other matters  of 
noncompliance. ODE did not perform such a review on the School for fiscal year 2019.  
 

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

School's proportionate share

  of the net OPEB asset $87,719 $102,345 $114,637

Current

1% Decrease Trend Rate 1% Increase

School's proportionate share

  of the net OPEB asset $113,943 $102,345 $90,566
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NOTE 11 ‐ CONTINGENCIES (continued) 
 

As of the date of this report, all ODE adjustments have been completed. 
 
In addition, the School’s contracts with their Sponsor and Management Company require payment based 
on revenues received from the State.  As discussed above, all ODE adjustments through fiscal year 2019 
have been completed.  A reconciliation between payments previously made and the FTE adjustments has 
taken place with these contracts. 
 

NOTE 12 ‐ SPONSOR CONTRACT 
 

The  School  contracted with  Ohio  Council  of  Community  Schools  (OCCS)  as  its  sponsor  and  oversight 
services as required by law.  Sponsorship fees are calculated as a 2.25% of state funds received by the 
School from the State of Ohio. For the fiscal year ended June 30, 2019, the total sponsorship fees paid 
totaled $46,461.  

 

NOTE 13 ‐ PURCHASED SERVICES 
 

For the period of July 1, 2018 through June 30, 2019, the School made the following purchased services 
commitments. 
 

Purchased Services Amount
Personnel Services $1,039,222
Professional Services 691,561          
Property Services 401,141

    Utilities 66,156
Travel & Meetings 689
Communications 34,814
Contractual Trade 171,792
Pupil Transportation 55,831

Total 2,461,206$     

 
NOTE 14 ‐ LEASE OBLIGATIONS 
   
On December 21, 2015, the School entered into a lease with the AEP Charter Lake Erie, LLC for 51,560 
square feet of space located at 14405 St Clair Avenue in Cleveland, Ohio.  The term of the lease is for a 
period of ten years.   
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NOTE 14 ‐ LEASE OBLIGATIONS (continued) 
   
Base rent expense for the fiscal year ended 2019 was $279,738.  Future lease obligations are as follows: 
 

FY2020 $        300,420 

FY2021           309,433 

FY2022           318,716 

FY2023           328,277 

FY2024           328,277 

FY2025‐26           358,117 

 $    1,943,240 

 
NOTE 15 ‐ MANAGEMENT COMPANY and MANAGEMENT COMPANY EXPENSES 

 
For  fiscal  year  2019  the  School  entered  into  an  agreement  with  Accel  Schools  Ohio,  LLC  to  provide 
management support services. The agreement is for a period beginning May 1, 2017 and ending on June 
30, 2027. Management fees are calculated as 18% of the total revenues received from the State of Ohio. 
The  total  amount due  from  the School  for  the  fiscal  year ending  June 30, 2019, was $480,051 and  is 
included  under  “Purchased  Services”  on  the  Statements  of  Revenues,  Expenses,  and  Changes  in  Net 
Position.   
 

Also, per the management agreement there are expenses that will be billed to the School based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of employees working in at 
the School and other costs related to providing education and administrative services. The total amount 
billed during fiscal year 2019 was $1,117,566 which includes previously identified management fee.  For 
the periods ended June 30, 2019, Accel Schools Ohio, LLC, incurred the following expenses on behalf of 
the School: 
 

 
 

Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro‐rated based on 
full time equivalent (FTE) head count as of June 30, 2019 by each school it manages.  
 

 Lake Erie Preparatory School 

 Regular Instruction
(1100 Function Codes) 

 Special Instruction
(1200 Function Codes) 

 Support Services
(2000 Function Codes) 

 Total 

                                1,100                                 1,200                                 2,000 
Direct Expenses: 
Salaries & Wages (100 Object Codes) 747,386                           198,712                           946,097             
Employees’ Benefits (200 Object Codes) 65,130                             56,241                             24,020                             145,390             
Professional & Technical Services (410 Object Codes) 60,976                             60,976               
Supplies (510 Object Codes) 1,595                               7,148                               8,744                 
Other Direct Costs (All Other Object Codes) 5,356                               5,356                 
Total Direct Expenses 814,111                           254,953                           97,500                             1,166,563          
  
Indirect Expenses:  
Overhead 212,028                           212,028             
  
Total Expenses 814,111                           254,953                           309,528                           1,378,592          
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NOTE 16 ‐ IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES  
 

For the fiscal year ended June 30, 2019, the School has implemented Governmental Accounting Standards 
Board  (GASB)  Statement  No.  83,  Certain  Asset  Retirement  Obligations  and  GASB  Statement  No.  88, 
Certain Disclosures Related to Debt, including Direct Borrowings and Direct Placements. 
 
GASB Statement No. 83 establishes criteria for determining the timing and pattern of recognition of a 
liability  and  a  corresponding  deferred  outflow  of  resources  for  asset  retirement  obligations.  The 
implementation of GASB  Statement No.  83 did not have an effect  on  the  financial  statements of  the 
School. 
 
GASB Statement No. 88 establishes additional financial statement note disclosure requirements related 
to debt obligations of governments,  including direct borrowings and direct placements. These changes 
were incorporated in the School’s fiscal year 2019 financial statements; however, there was no effect on 
beginning net position. 
 

NOTE 17 ‐ MANAGEMENT PLAN 
 
For fiscal year 2019, the School had a net position deficit of $(4,158,019) including amounts related to net 
pension/OPEB  liability  and  related  accruals.  The  School’s  net  deficit  in  fiscal  improved  from  the 
$(4,170,106) from fiscal 2018. Enrollment increased in fiscal year 2019 to 248, up from 243 in fiscal year 
2018.  The School’s ability to maintain a stable administrative and instructional team along with active 
advertising via print, radio, mailings and through referrals of current parents is anticipated to help produce 
the likelihood of future enrollment growth leading to surpluses and provide an opportunity for the school 
to recover from its prior deficits. 
 

Attachment 26: Audited Financial Statements Page 3556



LAKE ERIE PREPARATORY SCHOOL ‐ CUYAHOGA COUNTY, OHIO 
   

45 
 

 
 
 

        See accompanying notes to the required supplementary information 

2019 2018 2017 2016 2015 2014
School's Proportion of the Net Pension

Liability 0.0049159% 0.0055466% 0.0049547% 0.0090673% 0.005615% 0.005615%

School's Proportionate Share of the Net
Pension Liability 281,543$        331,397$        362,634$        517,388$        284,148$        333,877$        

School's Covered Payroll 171,437$        171,936$        167,486$        123,103$        31,659$          32,001$          

School's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 164.23% 192.74% 216.52% 420.29% 897.51% 1043.32%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 71.36% 69.50% 62.98% 69.16% 71.70% 65.52%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date which is the prior fiscal period end. 

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net Pension Liability

School Employees Retirement System of Ohio
Last Six Fiscal Years (1)
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See accompanying notes to the required supplementary information 

 

2019 2018 2017 2016 2015 2014
School's Proportion of the Net Pension

Liability 0.00636909% 0.01005052% 0.00999393% 0.01086067% 0.00909487% 0.00909487%

School's Proportionate Share of the Net
Pension Liability 1,400,420$        2,387,523$        3,332,491$        3,001,571$        2,212,187$        2,635,143$        

School's Covered Payroll 724,057$          1,105,121$        1,068,557$        1,038,657$        883,185$          642,815$          

School's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 193.41% 216.04% 311.87% 288.99% 250.48% 409.94%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 77.31% 75.29% 66.80% 72.10% 74.70% 69.30%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date which is the prior fiscal period end. 

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net Pension Liability

State Teachers Retirement System of Ohio
Last Six Fiscal Years (1)
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See accompanying noted to the required supplementary information 
 
 
 
 
 

2019 2018 2017 2016 2015 2014 2013

Contractually Required Contribution 24,234$          23,144$          24,071$          23,448$          16,225$          4,388$            4,429$            

Contributions in Relation to the 
Contractually Required Contribution (24,234)           (23,144)           (24,071)           (23,448)           (16,225)           (4,388)            (4,429)            

Contribution Deficiency (Excess) -                 -                 -                 -                 -                 -                 -                 

School Covered Payroll 179,511$        171,437$        171,936$        167,486$        123,103$        31,659$          32,001$          

Contributions as a Percentage of
Covered Payroll 13.50% 13.50% 14.00% 14.00% 13.18% 13.86% 13.84%

(1) Information prior to 2013 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

Required Supplementary Information
Schedule of School Contributions - Pension

School Employees Retirement System of Ohio
Last Seven Fiscal Years (1)
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2019 2018 2017 2016 2015 2014 2013

Contractually Required Contribution 98,980$            101,368$          154,717$          149,598$          145,412$          114,814$          83,566$            

Contributions in Relation to the 
Contractually Required Contribution (98,980)            (101,368)           (154,717)           (149,598)           (145,412)           (114,814)           (83,566)             

Contribution Deficiency (Excess) -$                 -$                 -$                 -$                 -$                 -$                 -$                 

School Covered Payroll 707,000$          724,057$          1,105,121$        1,068,557$        1,038,657$        883,185$          642,815$          

Contributions as a Percentage of
Covered Payroll 14.00% 14.00% 14.00% 14.00% 14.00% 13.00% 13.00%

(1) Information prior to 2013 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of School Contributions - Pension
State Teachers Retirement System of Ohio

Last Seven Fiscal Years (1)

Attachment 26: Audited Financial Statements Page 3560



LAKE ERIE PREPARATORY SCHOOL ‐ CUYAHOGA COUNTY, OHIO 
     

49 
 

 

2019 2018 2017
School's Proportion of the Net OPEB

Liability 0.0050341% 0.00561209% 0.0071310%

School's Proportionate Share of the Net
OPEB Liability 139,660$        150,614$        203,259$        

School's Covered Payroll 171,437$        171,936$        167,486$        

School's Proportionate Share of the Net
OPEB Liability as a Percentage
of its Covered Payroll 81.46% 87.60% 121.36%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability 13.57% 12.46% 11.49%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net OPEB Liability

School Employees Retirement System of Ohio
Last Three Fiscal Years (1)
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2019 2018 2017
School's Proportion of the Net OPEB

Liability/Asset 0.00636909% 0.01005052% 0.00999393%

School's Proportionate Share of the Net
OPEB Liability/(Asset) (102,345)$         392,134$          534,478$          

School's Covered Payroll 724,057$          1,105,121$        1,608,557$        

School's Proportionate Share of the Net
OPEB Liability/Asset as a Percentage
of its Covered Payroll -14.13% 35.48% 33.23%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability/Asset 176.00% 47.11% 37.30%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net OPEB Asset/Liability

State Teachers Retirement System of Ohio
Last Three Fiscal Years (1)
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2019 2018 2017 2016 2015 2014 2013

Contractually Required Contribution (2) 2,193$            3,785$            3,649$            1,816$            1,572$       44$                51$                

Contributions in Relation to the 
Contractually Required Contribution (2,193)            (3,785)            (3,649)            (1,816)            (1,572)        (44)                 (51)                 

Contribution Deficiency (Excess) -                 -                 -                 -                 -            -                 -                 

School Covered Payroll 179,511$        171,437$        171,936$        167,486$        123,103$    31,659$          32,001$          

OPEB Contributions as a Percentage of
Covered Payroll (2) 1.22% 2.21% 2.12% 1.08% 1.28% 0.14% 0.16%

(1) Information prior to 2013 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

(2) Includes Surcharge

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of School Contributions - OPEB

School Employees Retirement System of Ohio
Last Seven Fiscal Years (1)
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2019 2018 2017 2016 2015 2014 2013

Contractually Required Contribution -$                     -$                     -$                 -$                 -$                 8,832$              6,428$              

Contributions in Relation to the 
Contractually Required Contribution -                      -                      -                  -                  -                  (8,832)              (6,428)              

Contribution Deficiency (Excess) -$                     -$                     -$                 -$                 -$                 -$                 -$                 

School Covered Payroll 707,000$              724,057$              1,105,121$        1,608,557$        1,038,657$        883,185$          642,815$          

Contributions as a Percentage of
Covered Payroll 0.00% 0.00% 0.00% 0.00% 0.00% 1.00% 1.00%

(1) Information prior to 2013 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of School Contributions - OPEB

State Teachers Retirement System of Ohio
Last Seven Fiscal Years (1)
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NOTE 1 ‐ NET PENSION LIABILITY 
 
Changes in Assumptions ‐ SERS 

 

For fiscal year 2017, the SERS Board adopted the following assumption changes: 

 Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent 

 Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent 

 Assumed real wage growth was reduced from 0.75 percent to 0.50 percent 

 Rates of withdrawal, retirement and disability were updated to reflect recent experience. 

 Mortality among active members was updated to RP‐2014 Blue Collar Mortality Table with fully 

generational projection and a five‐year age set‐back for both males and females. 

 Mortality among service retired members, and beneficiaries was updated to RP‐2014 Blue Collar 

Mortality Table with fully generational projection with Scale BB, 120 percent of male rates, and 

110 percent of female rates. 

 Mortality among disabled members was updated to RP‐2000 Disabled Mortality Table, 90 

percent for male rates and 100 percent for female rates, set back five years is used for the 

period after disability retirement.   

 

Changes in Benefit Terms ‐ SERS 

For fiscal year 2018, the cost‐of‐living adjustment was changed from a fixed 3.00 percent to a cost‐of‐
living adjustment  that  is  indexed  to CPI‐W not greater  than 2.50 percent with a  floor of  zero percent 
beginning January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has 
enacted a three‐year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the Retirement Board approved several changes to the actuarial assumptions in 2017. 
The  long  term  expected  rate  of  return was  reduced  from  7.75  percent  to  7.45  percent,  the  inflation 
assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered 
to 3.00 percent, and total salary increases rate was lowered by decreasing the merit component of the 
individual salary increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy 
and  disabled mortality  assumptions were  updated  to  the  RP‐2014 mortality  tables with  generational 
improvement  scale MP‐2016. Rates of  retirement,  termination and disability were modified  to better 
reflect anticipated future experience. 
 

Changes in Benefit Terms ‐ STRS 

 

For fiscal year 2018, the cost‐of‐living adjustment (COLA) was reduced to zero.  
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NOTE 2 ‐ NET OPEB LIABILITY 
 
Changes in Assumptions – SERS 
 
Amounts  reported  for  fiscal  year  2019  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 3.56 percent to 3.62 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased from 3.63 percent to 3.70 percent. The health care cost trend assumptions changed as follows:  
 
Pre‐Medicare 
   Fiscal year 2018   7.50 percent initially, decreasing to 4.00 percent 

Fiscal year 2019 7.25 percent initially, decreasing to 4.75 percent 
Medicare 
  Fiscal year 2018   5.50 percent initially, decreasing to 5.00 percent 

Fiscal year 2019 5.375 percent initially, decreasing to 4.75 percent 
 

Amounts  reported  for  fiscal  year  2018  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 2.92 percent to 3.56 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased from 2.98 percent to 3.63 percent. 
 
Changes in Benefit Terms ‐ SERS 

There have been no changes to the benefit provisions. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2019, the discount rate was increased from the blended rate of 4.13 percent to the long‐
term expected rate of return of 7.45 percent. Valuation year per capita health care costs were updated. 
Health care cost trend rates ranged from 6.00 percent to 11 percent initially and a 4.50 percent ultimate 
rate for fiscal year 2018 and changed for fiscal year 2019 to a range of  ‐5.20 percent to 9.60 percent, 
initially and a 4.00 ultimate rate. 
 
For fiscal year 2018, the blended discount rate was increased from 3.26 percent to 4.13 percent. Valuation 
year per capita health care costs were updated, and the salary scale was modified. The percentage of 
future retirees electing each option was updated based on current data and the percentage of  future 
disabled  retirees  and  terminated  vested  participants  electing  health  coverage  were  decreased.  The 
assumed  mortality,  disability,  retirement,  withdrawal  and  future  health  care  cost  trend  rates  were 
modified along with the portion of rebated prescription drug costs. 
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NOTE 2 ‐ NET OPEB LIABILITY (CONTINUED) 
 
Changes in Benefit Terms – STRS 
 
For fiscal year 2019, the subsidy multiplier for non‐Medicare benefit recipients was increased from 1.9 
percent to 1.944 percent per year of service effective January 1, 2019. The non‐Medicare frozen subsidy 
base  premium  was  increased  effective  January  1,  2019  and  all  remaining Medicare  Part  B  premium 
reimbursements will be discontinued beginning January 1, 2020. 
 
For  fiscal  year 2018,  the  subsidy multiplier  for non‐Medicare benefit  recipients was  reduced  from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. This was subsequently extended, see above paragraph.  
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December 24, 2019 
 
To the Board of Trustees  
Lake Erie Preparatory School 
14405 St Clair Avenue 
Cleveland, Ohio 44110 
 

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 
and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the Lake Erie 
Preparatory School, Cuyahoga County, Ohio (the “School”) as of and for the year ended June 30, 2019, 
and the related notes to the financial statements, which collectively comprise the School’s basic financial 
statements, and have issued our report thereon dated December 24, 2019, in which we noted, the School 
has suffered recurring losses from operations and has a net position deficit of $4,158,019, including the 
net effect of net pension liability, net OPEB asset/liability and related accruals totaling $2,234,184 that 
raises substantial doubt about its ability to continue as a going concern.  
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School's internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate in 
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the School’s internal control. Accordingly, we 
do not express an opinion on the effectiveness of the School’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with 
governance.  
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified.  
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Lake Erie Preparatory School 
Independent Auditor’s Report on Internal Control over Financial Reporting and on  

Compliance and Other Matters Based on an Audit of Financial Statements  
Performed in Accordance with Government Auditing Standards 

Page 2 of 2 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 
results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 

 
 

 
Medina, Ohio 
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Phone: 614-466-4514 or 800-282-0370 

www.ohioauditor.gov 

                                                             
 

LAKE ERIE PREPARATORY SCHOOL 
 
                                                                    CUYAHOGA COUNTY 
 
       

CLERK’S CERTIFICATION 
This is a true and correct copy of the report which is required to be filed in the Office of the 
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio. 

 
 
 
 
 
 

 
 

CLERK OF THE BUREAU 
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88 East Broad Street, Columbus, Ohio 43215 
Phone: 614-466-4514 or 800-282-0370 

www.ohioauditor.gov

 
 
 
Board of Trustees 
Lake Erie Preparatory School 
14405 St. Clair Avenue 
Cleveland, Ohio 44110 
 
 
We have reviewed the Independent Auditor’s Report of the Lake Erie Preparatory School, 
Cuyahoga County, prepared by Rea & Associates, Inc., for the audit period July 1, 2017 through 
June 30, 2018.  Based upon this review, we have accepted these reports in lieu of the audit 
required by Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying 
financial statements and, accordingly, we are unable to express, and do not express an opinion on 
them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Lake Erie Preparatory School is responsible 
for compliance with these laws and regulations. 
 
 
Ohio Auditor of State 
 
 
 
 
 
 
 
January 17, 2019  
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December 27, 2018

To the Board of Trustees
Lake Erie Preparatory School
14405 St Clair Avenue
Cleveland, Ohio 44110

Independent Auditor's Report

Report on the Financial Statements

We have audited the accompanying financial statements of the Lake Erie Preparatory School, Cuyahoga 
County, Ohio, (the “School”) as of and for the year ended June 30, 2018, and the related notes to the 
financial statements, which collectively comprise the School’s basic financial statements as listed in the 
table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s 
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements.
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Lake Erie Preparatory School
Independent Auditor’s Report
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the School, as of June 30, 2018, and the changes in its financial position and its cash 
flows for the year then ended in accordance with accounting principles generally accepted in the United 
States of America.

Emphasis of Matter

As described in Note 17 to the financial statements, the School restated the net position balance to 
account for the implementation of Governmental Accounting Standard Board (GASB) Statement No. 75, 
“Accounting and Financial reporting for Postemployment Benefits other than Pensions.” In addition the 
School restated the net pension liability amount to account for an error discovered in the calculation to 
allocate the management companies’ share of the net pension liability to member schools. Our opinion is 
not modified with respect to these matters.

The accompanying financial statements have been prepared assuming the School will continue as a going
concern. As disclosed in Note 18 to the financial statements, the School has suffered recurring losses from 
operations and has a net position deficit of $4,170,106 that raises substantial doubt about its ability to continue 
as a going concern. This deficit net position includes the effect of the net pension liability, net OPEB liability
and related accruals totaling $2,531,447. Note 18 describes management’s plan regarding these issues. The 
financial statements do not include any adjustments that might result from the outcome of this uncertainty. Our 
opinion is not modified with respect to this matter.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the School's Proportionate Share of the Net Pension Liability,
Schedule of the School’s Contributions - Pension, Schedule of the School’s Proportionate Share of the 
Net OPEB Liability, and the Schedule of the School’s Contributions - OPEB on pages 5–11, 49-50, 51-52, 
53-54, and 55-56, respectively, be presented to supplement the basic financial statements. Such 
information, although not a part of the basic financial statements, is required by the Governmental 
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or historical context. We have applied 
certain limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion 
or provide any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance.
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Lake Erie Preparatory School
Independent Auditor’s Report
Page 3 of 3

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 27, 
2018 on our consideration of the School’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness 
of the School’s internal control over financial reporting or on compliance. That report is an integral part of 
an audit performed in accordance with Government Auditing Standards in considering the School’s 
internal control over financial reporting and compliance.

Medina, Ohio
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5 
 

The discussion and analysis of the Lake Erie Preparatory School (the School) financial performance 
provides an overall review of the School’s financial activities for the fiscal year ended June 30, 2018. The 
intent of this discussion and analysis is to look at the School’s’ financial performance as a whole; readers 
should also review the basic financial statements and notes to the basic financial statements to enhance 
their understanding of the School’s financial performance.  
 
The Management’s Discussion and Analysis (the MD&A) is an element of the reporting model adopted by 
the Governmental Accounting Standards Board (GASB) in their Statement No. 34 Basic Financial 
Statements – and Management’s Discussion and Analysis – for State and Local Governments. Certain 
comparative information between the current fiscal year and the prior fiscal year is required to be 
presented in the MD&A. 
 
FINANCIAL HIGHLIGHTS 
 
Key Financial Highlights for the School for the 2017-18 school year are as follows:  
 

• Total Assets decreased $5,115. 
• Total Liabilities decreased $942,476.   
• Total Net Position increased $781,215.  
• Total Operating and Non-Operating revenues were $2,575,825. Total operating and non-

operating expenses were $1,794,610.  
• The School implemented GASB 75, which reduced beginning net position as previously reported 

by $734,088. In addition, the School restated net position due to a previous error in the 
allocation of the management company employee’s share of net pension liability that reduced 
net position by $91,115. 
 

USING THIS ANNUAL REPORT 
  
This report consists of three parts: the basic financial statements, notes to those statements, and required 
supplemental information.  The basic financial statements include a Statement of Net Position, a 
Statement of Revenues, Expenses and Changes in Fund Net Position, and a Statement of Cash Flows.   
 
The Statement of Net Position and Statement of Revenues, Expenses, and Changes in Net Position reflect 
how the School did financially during fiscal year 2018.  These statements include all assets, deferred 
outflows of resources, liabilities, and deferred inflows of resources, using the accrual basis of accounting 
similar to the accounting used by most private-sector companies. This basis of accounting includes all of 
the current year revenues and expenses regardless of when cash is received or paid.  
 
These statements report the School’s Net Position and changes in Net Position. This change in Net Position 
is important because it tells the reader whether the financial position of the School has improved or 
diminished. The causes of this change may be the result of many factors, some financial, some not. Non-
financial factors include the School’s’ student enrollment, per-pupil funding as determined by the State 
of Ohio, change in technology, required educational programs and other factors. The School uses 
enterprise presentation for all of its activities. 
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USING THIS ANNUAL REPORT (continued) 
 
Statement of Net Position - The Statement of Net Position answers the question of how the School did 
financially during 2018.  This statement includes all assets, deferred outflows of resources, liabilities, and 
deferred inflows of resources, both financial and capital, and short-term and long-term using the accrual 
basis of accounting and economic resource focus, which is similar to the accounting used by most private-
sector companies.  This basis of accounting takes into account all revenues and expenses during the year, 
regardless of when the cash is received or paid.   
 
Table 1 provides a summary of the School’s Net Position for fiscal year 2018 compared to 2017. 
  

Assets

Current Assets  $                 131,040  $                 131,735 

Capital Assets, Net                                 -                            4,420 

     Total Assets                     131,040                     136,155 

Deferred Outflows of Resources                 1,230,301                 1,321,063 

       

Liabilities        

Current Liabilities                 1,601,597                 1,371,778 

NonCurrent Liabilities                 3,429,770                 4,602,065 

      Total Liabilties                 5,031,367                 5,973,843 

Deferred Inflows of Resources                     500,080                     434,696 

Net Position

Investment in Capital Assets                                 -                            4,420 

Unrestricted               (4,170,106)               (4,955,741)

      Total Net Position  $           (4,170,106)  $           (4,951,321)
 

Table 1
Statement of Net Position

2018 Restated 2017

 
The net pension liability (NPL) is the largest single liability reported by the School at June 30, 2018   and is 
reported pursuant to GASB Statement 68, “Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27.”   For fiscal year 2018, the School adopted GASB Statement 75, 
“Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions,” which 
significantly revises accounting for costs and liabilities related to other postemployment benefits (OPEB). 
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USING THIS ANNUAL REPORT (continued) 
 
For reasons discussed below, many end users of this financial statement will gain a clearer understanding 
of the School’s actual financial condition by adding deferred inflows related to pension and OPEB, the net 
pension liability and the net OPEB liability to the reported net position and subtracting deferred outflows 
related to pension and OPEB. 
 
Governmental Accounting Standards Board standards are national and apply to all government 
financial reports prepared in accordance with generally accepted accounting principles.  Prior 
accounting for pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding 
approach.  This approach limited pension and OPEB costs to contributions annually required by 
law, which may or may not be sufficient to fully fund each plan’s net pension liability or net OPEB 
liability.  GASB 68 and GASB 75 take an earnings approach to pension and OPEB accounting; 
however, the nature of Ohio’s statewide pension/OPEB plans and state law governing those 
systems requires additional explanation in order to properly understand the information 
presented in these statements. 

 
GASB 68 and GASB 75 require the net pension liability and the net OPEB liability to equal the School’s 
proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 

GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, 
and the promise of a future pension and other postemployment benefits.  GASB noted that the unfunded 
portion of this promise is a present obligation of the government, part of a bargained-for benefit to the 
employee, and should accordingly be reported by the government as a liability since they received the 
benefit of the exchange.  However, the School is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement systems to provide healthcare to eligible benefit recipients.  The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a specific, 
legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the 
unfunded liability of the pension/OPEB plan as against the public employer.  State law operates to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the employment exchange with notice as to the law.  The retirement system is responsible for the 
administration of the pension and OPEB plans.  
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USING THIS ANNUAL REPORT (continued) 
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability.  As explained above, changes in benefits, 
contribution rates, and return on investments affect the balance of these liabilities, but are outside the 
control of the local government.  In the event that contributions, investment returns, and other changes 
are insufficient to keep up with required payments, State statute does not assign/identify the responsible 
party for the unfunded portion.   
 
Due to the unique nature of how the net pension liability and the net OPEB liability are satisfied, these 
liabilities are separately identified within the long-term liability section of the statement of net position. 
 
In accordance with GASB 68 and GASB 75, the School’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB liability, respectively, not accounted for as 
deferred inflows/outflows.  
 
As a result of implementing GASB 75, the School is reporting a net OPEB liability and deferred 
inflows/outflows of resources related to OPEB on the accrual basis of accounting.  This implementation 
and the impact of an error in previous net pension liability allocation also had the effect of restating net 
position at June 30, 2017, from ($4,126,118)   to ($4,951,321). 
 
The increase in current liabilities is primarily due to increases in accounts payable and accrued expenses 
offset by decreases in advances payable outstanding at year end. 
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USING THIS ANNUAL REPORT (continued) 
 
Statement of Revenues, Expenses and Change in Net Position - Table 2 shows the change in Net Position 
for fiscal years 2018 and 2017 as well as a listing of revenues and expenses.   This change in Net Position 
is important because it tells the reader that, for the School as a whole, the financial position of the School 
has improved or diminished. The cause of this may be the result of many factors, some financial, some 
not.  Non-financial factors include the current laws in Ohio restricting revenue growth, facility conditions, 
required educational programs and other factors. 
 

Operating Revenues

State Aid  $             2,103,232  $             2,501,168 

Other                       31,667                         3,538 

     Total Operating Revenues                 2,134,899                 2,504,706 

Operating Expenses       

Salaries                    872,664                 1,180,626 

Fringe Benefits                    201,536                    273,421 

Fringe Benefits - Pension/OPEB               (1,014,997)                    344,240 

Purchased Services                 1,531,155                 1,837,978 

Materials and Supplies                    107,133                    142,812 

Depreciation                         4,420                         8,493 

Other                       25,334                       11,148 

      Total Operating Expenses                 1,727,245                 3,798,718 

Operating Income (Loss)                    407,654               (1,294,012)

Non-Operating Revenues (Expneses)

Federal Grants                    440,926                    538,023 

Debt Forgiveness                                -                      203,604 

Interest Expenses                     (67,365)                   (108,695)

      Total Non-Operating Revenues (Expenses)                    373,561                    632,932 
 
Change in Net Position 781,215$                (661,080)$               

Table 2
Change in Net Position

2018
Restated

2017

 
The decrease in State Aid and Federal Grants is caused by a decrease in enrollment from 296 students in 
2017 to 243 students in 2018.  The decrease in enrollment caused salaries, benefits and purchased 
services to decrease as well. 
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USING THIS ANNUAL REPORT (continued) 
 
The information necessary to restate the 2017 beginning balances and the 2017 OPEB expense amounts 
for the effects of the initial implementation of GASB 75 is not available.  Therefore, 2017 functional 
expenses still include OPEB expense of $3,649 computed under GASB 45.  GASB 45 required recognizing 
pension expense equal to the contractually required contributions to the plan. Under GASB 75, OPEB 
expense represents additional amounts earned, adjusted by deferred inflows/outflows. The contractually 
required contribution is no longer a component of OPEB expense. Under GASB 75, the 2018 statements 
report negative OPEB expense of $121,751.  Consequently, in order to compare 2018 total program 
expenses to 2017, the following adjustments are needed: 
 

Total 2018 program expenses under GASB 75 1,727,245$    

Negative OPEB expense under GASB 75 121,751         
2018 contractually required contribution 3,785              

Adjusted 2018 program expenses 1,852,781      

Total 2017 program expenses under GASB 45 3,798,718      

Decrease in program expenses not related to OPEB 1,945,937$    

 
In addition to the decrease above, pension expense decreased due to changes in the net pension 
liabilities and related accruals. See note 9 for additional details. 
 
CAPITAL ASSETS 
 
At fiscal year-end, the net book value of the School’s capital assets was zero.   For more information on 
capital assets, see Note 5 of the Basic Financial Statements. 
 
DEBT 
 
During the fiscal year, the School received working capital monies from Charter School Capital through a 
receivables purchase agreement. As the School receives monthly State funding, these advances are 
repaid, however, the School may elect to receive additional advances from Charter School Capital by 
entering into additional agreements. In addition, the School had $185,151 worth of notes payable 
outstanding at year end. For more information on Advances Payable see Note 6 of the basic financial 
statements. For more information in Notes Payable see Note 7 of the basic financial statements. 
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CURRENT FINANCIAL ISSUES 
 
The School is a community School and is funded through the State of Ohio Foundation Program.  The 
School relies on this, as well as, State and Federal funds as its primary source of revenue.   In 2018, the 
State raised the base per pupil funding to $6,010, which is up from $6,000 in the previous 
year.  Additionally, community schools in Ohio will be allocated a small amount of facilities funding which 
is also per pupil based.  This amount is projected to be approximately $200 per pupil. 
 
The full-time equivalent enrollment of the School for the year ended June 30, 2018 was 243 compared to 
a figure of 296 at the end of fiscal year 2017. 
 
Overall, the School will continue to provide learning opportunities and apply resources to best meet the 
needs of the students served.  
 
CONTACTING THE SCHOOL’S FINANCIAL MANAGEMENT 
 
This financial report is designed to provide our citizen’s, taxpayers, investors and creditors with a general 
overview of the School’s finances and to demonstrate accountability for the money it receives. If you have 
questions about this report or need additional information contact the School’s Fiscal Officer, C. David 
Massa, CPA, of Massa Financial Solutions, LLC, 14405 St. Clair Avenue., Cleveland, Ohio 44110. 
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CUYAHOGA COUNTY, OHIO 

                                                              Statement of Net Position 
                                                          At June 30, 2018 

 

 
Assets:
Current Assets:
    Cash and Cash Equivalents 29,418$               
    Intergovernmental Receivable 23,132
    Accounts Receivable 78,490
      Total Current Assets 131,040

Total Assets 131,040               

Deferred Outflows of Resources:
    Pension 1,201,286            
    OPEB 29,015                 

Total Deferred Outflows of Resources 1,230,301            

Liabilities:
Current Liabilities:
    Accounts Payable, Trade 835,052               
    Withholdings Payable 16,120                 
    Accrued Expenses 285,076               
    Current Portion of Debt 17,049                 
    Advances Payable 448,300               
       Total Current Liabilities 1,601,597            

Noncurrent Liabilities:
  Net Pension Liability 2,718,920
  Net OPEB Liability 542,748
  Noncurrent Portion of Long-term Debt 168,102
    Total Noncurrent Liabilities 3,429,770

       Total Liabilities 5,031,367

Deferred Inflows of Resources:
    Pension 405,261               
    OPEB 94,819                 

Total Deferred Inflows of Resources 500,080               

Net Position:
  Unrestricted Net Position (4,170,106)
  Total Net Position (4,170,106)$        

See Accompanying Notes to the Basic Financial Statements  
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Operating Revenues:
  State Aid 2,103,232$         
  Miscellaneous 31,667
    Total Operating Revenues 2,134,899

Operating Expenses:
  Salaries 872,664               
  Fringe Benefits 201,536               
  Fringe Benefits - Pension (889,461)              
  Fringe Benefits - OPEB (125,536)              
  Purchased Services 1,531,155
  Depreciation 4,420
  Supplies 107,133
  Other Operating Expenses 25,334
    Total Operating Expenses 1,727,245

Operating Income 407,654

Non-Operating Revenues and (Expenses):
  Federal Grants 440,926
  Interest Expense (67,365)                
    Net Non-operating Revenues and (Expenses) 373,561

Change in Net Position 781,215               

Net Position Beginning of Year, Restated (4,951,321)          
Net Position End of Year (4,170,106)$        

See Accompanying Notes to the Basic Financial Statements  
 
 
 
 

  

LAKE ERIE PREPARATORY SCHOOL 
CUYAHOGA COUNTY, OHIO 

Statement of Revenues, 
 

                                                     Expenses and Changes in Net Position 
 

For the Fiscal Year Ended June 30, 2018 
 

Attachment 26: Audited Financial Statements Page 3590



14 
  

LAKE ERIE PREPARATORY SCHOOL 
CUYAHOGA COUNTY, OHIO 

  
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2018 

CASH FLOWS FROM OPERATING ACTIVITIES
State Aid Receipts 2,102,328$       
Other Operating Receipts 31,667               
Cash Payments to Suppliers for Goods and Services (1,240,844)        
Cash Payments to Employees for Services (872,664)           
Cash Payments for Employee Benefits (203,216)           

Net Cash Used For Operating Activities (182,729)           

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Federal and State Grant Receipts 430,845            
Charter School Capital Advances 1,365,791         
Charter School Capital Cost of Funding (67,366)             
Charter School Capital Redemptions (1,551,391)        

Net Cash Provided By Noncapital Financing Activities 177,879            

Net Decrease in Cash and Cash Equivalents (4,850)                

Cash and Cash Equivalents - Beginning of the Year 34,268               
Cash and Cash Equivalents - Ending of the Year 29,418$            

See Accompanying Notes to the Basic Financial Statements

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
(Continued) 
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LAKE ERIE PREPARATORY SCHOOL - CUYAHOGA COUNTY, OHIO  
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2018 

(Continued) 
 

Reconciliation of Operating Income to Net Cash Used For Operating Activities
Operating Income 407,654$          

Adjustments to Reconcile Operating Income to Net Cash Used For Operating Activities

Depreciation 4,420                 

Changes in Assets, Liabil ities, and Deferred Inflows and Outflows:
(Increase)/Decrease in Receivables 1,375                 
(Increase)/ Decrease in Deferred Outflows 90,762               
Increase/ (Decrease) in Deferred Inflows 65,384               
Increase/ (Decrease) in Net Pension/OPEB Liabil ity (1,171,144)        
(Increase)/Decrease in Other Assets 4,552                 
Increase/(Decrease) in Accounts Payable, Trade 499,460            
Increase/(Decrease) in Accrued Expenses (83,511)             
Increase/(Decrease) in Withholding Payable (1,681)                

Net Cash Used For Operating Activities (182,729)$         

See Accompanying Notes to the Basic Financial Statements  
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NOTE 1 - DESCRIPTION OF THE ENTITY 
 
The Lake Erie Preparatory School, (the School) is a nonprofit corporation established pursuant to Ohio 
Revised Code Chapters 3314 and 1702.  The School’s mission is to provide an orderly and supportive 
environment whereby students experience preparations for college, career and life. The School operates 
on a foundation, which fosters character building for all students, parents and staff members.  The School, 
which is part of the State’s education program, is independent of any school district and is nonsectarian 
in its programs, admission policies, employment practices, and all other operations.  The School may 
acquire facilities as needed and contract for any services necessary for the operation of the School. 

 
The School was approved for operation under a contract with Ohio Council of Community Schools 
(“OCCS”) (the Sponsor) for a five-year period commencing on July 1, 2012. Subsequent to year-end, the 
contract was renewed for an additional five-year period through 2022. The Sponsor is responsible for 
evaluating the performance of the School and has the authority to deny renewal of the contract at its 
expiration or terminate the contract prior to its expiration.  

 
The School operates under the direction of a Board of Directors (the Board).  The Board is responsible for 
carrying out the provisions of the contract which include, but are not limited to, state mandated provisions 
regarding student populations, curriculum, academic goals, performance standards, admissions 
standards, and qualifications of teachers.  The Board controls the School’s instructional and administrative 
staff. The School contracts with ACCEL Schools of Ohio (management company, see note 15) to assist in the daily 
operations of the school. 
 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The basic financial statements of the School have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental nonprofit organizations.  The Governmental 
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental 
accounting and financial reporting principles. The more significant of the School’s accounting policies are 
described below. 
 
Basis of Presentation - The School’s basic financial statements consist of a Statement of Net Position, a 
Statement of Revenues, Expenses and Change in Net Position, and a Statement of Cash Flows. Enterprise 
fund reporting focuses on the determination of the changes Net Position, financial position and cash 
flows. 

 
The Government Accounting Standards Board identifies the presentation of all financial activity to be 
reported within one enterprise fund for year-ending reporting purposes.  Enterprise accounting is used to 
account for operations that are financed and operated in a manner similar to private business enterprise 
where the intent is that the cost (expense) of providing goods and services to the general public on a 
continuing basis be financed or recovered primarily through user charges. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Measurement Focus and Basis of Accounting - The accounting and financial reporting treatment is 
determined by measurement focus. Enterprise accounting uses a flow of economic resources 
measurement focus. Under this measurement focus, all assets, all deferred outflows of resources, all 
liabilities, and all deferred inflows of resources are included on the Statement of Net Position. The 
Statement of Revenues, Expenses and Changes in Net Position presents increases (e.g., revenues) and 
decreases (e.g., expenses) in total Net Position. 
 
Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported in 
the financial statements.  The accrual basis of accounting is used for reporting purposes.  Revenues are 
recognized when they are earned, and expenses are recognized when they are incurred.  
 
Budgetary Process - Community Schools are statutorily required to adopt a budget by ORC 3314.032(c). 
However, unlike other public schools located in the state of Ohio, community schools are not required to 
follow budgetary provisions set forth in Ohio Revised Code Chapter 5705 (with the exception section 
5705.391 – Five Year Forecasts), unless specifically provided for in the School’s sponsorship agreement. 
The contract between the School and its Sponsor does not require the School to follow the provisions of 
ORC 5705; therefore, no budgetary information is presented in the basic financial statements. 

       
Cash and Cash Equivalents - Cash received by the School is reflected as “Cash and Cash Equivalents” on 
the Statement of Net Position.  The School did not have any investments during the period ended June 
30, 2018. 
      
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from these estimates. 
 
Capital Assets and Depreciation - Capital assets are capitalized at cost. Donated Capital Assets are 
recorded at their acquisition values as of the date received. The costs of additions are capitalized and 
expenditures for repairs and maintenance are expensed when incurred.  When property is sold or retired, 
the related costs and accumulated depreciation are removed from the financial records and any gain or 
loss is included in additions to or deductions from Net Position. Capital assets had a net book value of zero 
at June 30, 2018, net of accumulated depreciation. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Capital Assets and Depreciation (continued) 
 
Depreciation of capital assets is calculated utilizing the straight-line method over the estimated useful 
lives of the assets which are as follows: 

  
Asset Class     Useful Life 
Computers & Technology Assets  3 years 

 Furniture, Fixtures, & Equipment               5 years 
       Textbooks     3 years       
 

The School’s policy for asset capitalization threshold is $5,000. Assets or certain asset groups not meeting 
the capitalization threshold are not capitalized and are not included in the assets represented in the 
accompanying Statement of Net Position. 

 
Intergovernmental Revenues - The School currently participates in the State Foundation Program. 
Revenues received from this program are recognized as operating revenues in the accounting period in 
which all eligibility requirements have been met. 

 
Grants and entitlements are recognized as non-operating revenues in the accounting period in which 
eligibility requirements have been met. 
 
Eligibility requirements include timing requirements, which specify the year when the resources are 
required to be used or the fiscal year when use is first permitted, matching requirements, in which the 
School must provide local resources to be used for a specified purpose, and expenditure requirements, in 
which the resources are provided to the School on a reimbursement basis. 

 
The School also participates in various federal programs passed through the Ohio Department of 
Education. 

 
Under the above programs the School recorded $2,103,232 this fiscal year from the Foundation Program 
and Casino Tax Revenue and $440,926 from Federal Grants and other intergovernmental sources. 
 
Compensated Absences - Vacation is taken in a manner which corresponds with the school calendar; 
therefore, the School does not accrue vacation time as a liability. 

 
Sick/personal leave benefits are earned by full-time employees at the rate of ten days per year and cannot 
be carried into the subsequent years.  No accrual for sick time is made since unused time is not paid to 
employees upon employment termination. 
 
Accrued Liabilities - Obligations incurred but unpaid at June 30 are reported as accrued liabilities in the 
accompanying financial statements.  These liabilities consisted of Accounts Payable, Accrued Expenses, 
Advances Payable, and Withholdings Payable and Current Portion of Long-Term Debt totaling $1,601,597 
at June 30, 2018. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Exchange and Non-Exchange Transactions - Revenue resulting from exchange transactions, in which each 
party gives and receives essentially equal value, is recorded on the accrual basis when the exchange takes 
place. Non-exchange transactions, in which the School receives value without directly giving equal value 
in return, include grants, entitlements and donations.  Revenue from grants, entitlements and donations 
is recognized in the fiscal year in which all eligibility requirements have been satisfied.  Eligibility 
requirements include timing requirements, which specify the year when the resources are required to be 
used or the fiscal year when use is first permitted, matching requirements, in which the School must 
provide local resources to be used for a specified purpose, and expenditures requirements, in which the 
resources are provided to the School on a reimbursement basis. 
 
Deferred Outflows/Inflows of Resources - In addition to assets, the statements of financial position will 
sometimes report a separate section for deferred outflows of resources. Deferred outflows of resources 
represent a consumption of net position that applies to a future period and will not be recognized as an 
outflow of resources (expense/expenditure) until then.  For the School, deferred outflows of resources 
are reported on the statement of net position for pension and OPEB.  The deferred outflows of resources 
related to pension and OPEB plans are explained in Notes 9 and 10.  
  
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. For the School, deferred inflows of resources include 
pension and OPEB. These amounts are deferred and recognized as an inflow of resources in the period 
the amounts become available.  Deferred inflows of resources related to pension and OPEB plans are 
reported on the statement of net position. (See Notes 9 and 10)  
 
Net Position - Net position represents the difference between assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources. Net Position is reported as restricted when there are 
limitations imposed on their use through external restriction imposed by creditors, grantors, or laws and 
regulations of other governments.  The School applies restricted resources when an expense is incurred 
for purposes for which both restricted and unrestricted Net Position are available. Net Position invested 
in capital assets consist of capital assets, net of accumulated depreciation, reduced by the outstanding 
balances of any borrowings used for the acquisition, construction, or improvement of those assets. 

 
Operating and Non-Operating Revenues and Expenses - Operating revenues are those revenues that are 
generated directly from the primary activities of the School.  For the School, these revenues are primarily 
the State Foundation program.  Operating expenses are necessary costs incurred to provide the good or 
service that is the primary activity of the School.  All revenues and expenses not meeting this definition 
are reported as non-operating.   
 
Non-operating revenues are those revenues that are not generated directly from the primary activities of 
the School.  Various federal and state grants, interest earnings, if any, and other miscellaneous revenues 
comprise the non-operating revenues of the School.  Interest and fiscal charges on outstanding 
obligations, as well as gain or loss on capital asset disposals, if any comprise the non-operating expenses. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

Pensions/Other Postemployment Benefits (OPEB) - For purposes of measuring the net pension/OPEB 
liability, deferred outflows of resources and deferred inflows of resources related to pensions/OPEB, and 
pension/OPEB expense, information about the fiduciary net position of the pension/OPEB plans and 
additions to/deductions from their fiduciary net positon have been determined on the same basis as they 
are reported by the pension/OPEB plan.  For this purpose, benefit payments (including refunds of 
employee contributions) are recognized when due and payable in accordance with the benefit terms.  The 
pension/OPEB plans report investments at fair value. 
 
NOTE 3 - CASH AND CASH EQUIVALENTS 
 
The following information classifies deposits by category of risk as defined in GASB Statement No.3 
“Deposits with Financial Institutions, Investments (including Repurchase Agreements) and Reverse 
Repurchase Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk 
Disclosures”. 

 
The School maintains its cash balances at one financial institution, PNC Bank, located in Ohio. The balances 
are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account.  
At June 30, 2018, the book amount of the School’s deposits was $29,418 and the bank balance was 
$47,057.  

 
The School had no deposit policy for custodial risk beyond the requirement of state statute. Ohio law 
requires that deposits either be insured or be protected by eligible securities pledged to and deposited 
either with the School or a qualified trustee by the financial institution as security for repayment or by a 
collateral pool of eligible securities deposited with a qualified trustee to secure repayment of all public 
monies deposited in the financial institution whose market value shall be at least 105% of deposits being 
secured. At June 30, 2018, none of the bank balance was exposed to custodial credit risk. 
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NOTE 4 - RECEIVABLES 
 
The School has Accounts receivables totaling $78,490 at June 30, 2018. These receivables represented 
monies earned, but not received as of year-end. The School also had Intergovernmental receivables 
totaling $23,132 at June 30, 2018.  These receivables represented monies earned from government 
sources but not received as of year-end. All receivables are expected to be collected within one year. 
 
NOTE 5 - CAPITAL ASSETS  
 
For the period ending June 30, 2018, the School’s capital assets consisted of the following: 

 
NOTE 6 - ADVANCES PAYABLE 
 
During the fiscal year ending 2018, the School received working capital advances from Charter School 
Capital through a receivables purchase agreement. As the School receives its monthly State funding, these 
advances are repaid, however, the School may elect to receive future advances from Charter School 
Capital by entering into additional agreements.  The total cost of funding for the year was $67,366. 
 
The activity for the year is reflected as follows: 

 
 

Balance Balance

06/30/17 Additions Deletions 06/30/18

Capital Assets:

Computers & Software 332,957$      -$                 -$               332,957$       

Furniture, Fixtures, and Equipment 42,464         -                  -                42,464           

Textbooks 40,397         -                  -                40,397           

 

Total Capital Assets 415,818        -                  -                415,818         

Less Accumulated Depreciation:

Computers & Software (332,957)       -                  -                (332,957)        

Furniture, Fixtures, and Equipment (38,044)        (4,420)          -                (42,464)          

Textbooks (40,397)        -                  -                (40,397)          

Total Accumulated Depreciation (411,398)       (4,420)          -                (415,818)        

Total Capital Assets, Net 4,420$         (4,420)$         -$               -$              

Balance 
6/30/2017 Additions Reductions

Balance 
6/30/2018

Charter School Capital 633,900$           1,365,791$      (1,551,391)$    448,300$           
633,900$           1,365,791$       (1,551,391)$    448,300$           
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NOTE 7 – LONG-TERM OBLIGATIONS AND NOTES PAYABLE 
 
The changes in the School’s long-term obligations during fiscal year 2018 were as follows: 
 

 
The School had notes payable originally totaling $187,000 which were converted on June 30, 2016 from 
advances payable. The note is from Northeast Ohio College Preparatory School at June 30, 2018. The 
note began on June 30, 2016 and matures on June 30, 2026. The annual interest rate is 3.5%. Principal 
paid was $0 during 2018.  
 
Future obligations under the note are as follows: 
 

Fiscal Year Ending    
June 30   Amount 

2019   $          22,190 
2020   22,190 
2021  22,190 
2022  22,190 
2023  22,190 

2024-2026                 88,760                
Total minimum payments   199,710 
Less: amount representing interest   (14,559) 
Present Value of future payments   $185,151      

 
 

Restated 

Balance 

6/30/2017 Additions Reductions

Balance 

6/30/2018

Due within 

One Year

Post Employment Liability:

Net Pension Liability 3,695,075$   -$              976,155$    2,718,920$       -$             

Net OPEB Liability 737,737        -               194,989      542,748           -              

Total Post Employment Liability 4,432,812     -               1,171,144   3,261,668         -              

Notes Payable 185,151        -               -             185,151           17,049         

Total Long-Term Obligations 4,617,963$   -$              1,171,144$  3,446,819$       17,049$       
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NOTE 8 - RISK MANAGEMENT 
 

Property & Liability - The School is exposed to various risks of loss related to torts; theft of, damage to, 
and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  During the 
fiscal year ending June 30, 2018, the School contracted with Cincinnati Insurance Company for general 
liability insurance with a $1,000,000 each occurrence/ $2,000,000 annual aggregate, as well as, an 
umbrella policy with a $10,000,000 aggregate limit.  The School also had a $1,000,000 School Leaders 
policy in place through National Union Fire Insurance. There were no settlements in excess of insurance 
coverage over the past 3 years, nor was there a significant reduction in coverage from the prior year. 

 
Workers’ Compensation - The School pays the State Worker’s Compensation System a premium for 
employee injury coverage.  The premium is calculated by multiplying the monthly total gross payroll by a 
factor that is calculated by the State.  

 
Employee Medical and Dental Benefits - The School provides medical, vision, and dental insurance 
benefits through Anthem to all full-time employees. During the School year, the School paid 90% of the 
monthly premiums for all employees. 

 
NOTE 9 - DEFINED BENEFIT PENSIONS PLANS 
 
Net Pension Liability 
 
The net pension liability reported on the Statement of Net Position represents a liability to employees for 
pensions. Pensions are a component of exchange transactions-–between an employer and its 
employees—of salaries and benefits for employee services.  Pensions are provided to an employee—on a 
deferred-payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for pensions is a present obligation 
because it was created as a result of employment exchanges that already have occurred. 
 
The net pension liability represents the School’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   
 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which pensions are financed; however, the School 
does receive the benefit of employees’ services in exchange for compensation including pension.  
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Net Pension Liability (continued) 
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State legislature.  Any resulting legislative change to benefits or funding could 
significantly affect the net pension liability.   Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability 
on the accrual basis of accounting.  Any liability for the contractually-required pension contribution 
outstanding at the end of the year is included in withholdings payable on the accrual basis of accounting.   
 
Plan Description - School Employees Retirement System (SERS) 
 
Plan Description –School non-teaching employees participate in SERS, a cost-sharing, multiple-employer 
defined benefit pension plan administered by SERS.  SERS provides retirement, disability, and survivor 
benefits, annual cost-of-living adjustments, and death benefits to plan members and beneficiaries.   
 
Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  SERS issues a 
publicly available, stand-alone financial report that includes financial statements, required supplementary 
information, and detailed information about SERS’ fiduciary net position.  That report can be obtained by 
visiting the SERS website at www.ohsers.org under Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 
 

Eligible to Eligible to
Retire on or before Retire on or after
August 1, 2017 * August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 65 with 5 years of service credit Age 57 with 30 years of service credit

Actuarially Reduced Benefits Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Age 55 with 25 years of service credit Age 60 with 25 years of service credit

* Members with 25 years of service credit as of August 1, 2017, will be included in this plan.  
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on years of service; 2.2 percent for the first thirty years of service and 2.5 percent for years 
of service credit over 30.  Final average salary is the average of the highest three years of salary. 
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description - School Employees Retirement System (SERS) Continued 
 
When a benefit recipient has received benefits for 12 months, an annual COLA is provided. This COLA is 
calculated on the base retirement benefit at the date of retirement and is not compounded. For those 
retiring prior to January 7, 2013, the COLA will continue to be a three percent simple annual COLA. For 
those retiring after January 7, 2013, beginning in calendar year 2019, the COLA will be based on the 
average percentage increase in the Consumer Price Index, capped at three percent. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the School is required to contribute 14 percent of annual covered payroll. The contribution requirements 
of plan members and employers are established and may be amended by the SERS’ Retirement Board up 
to statutory maximum amounts of 10 percent for plan members and 14 percent for employers.  The 
Retirement Board, acting with the advice of the actuary, allocates the employer contribution rate among 
four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care 
Fund).  For the fiscal year ended June 30, 2018, the allocation to pension, death benefits, and Medicare B 
was 14.00 percent. SERS allocated 0.5 percent of employer contributions to the Health Care Fund for fiscal 
year 2018 
 
The School’s contractually required contribution to SERS was $23,144 for fiscal year 2018.    
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description –School licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing, multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information, and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan, and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 
3307.  The DB plan offers an annual retirement allowance based on final average salary multiplied by a 
percentage that varies based on years of service.  Effective August 1, 2015, the calculation will be 2.2 
percent of final average salary for the five highest years of earnings multiplied by all years of service. 
Members are eligible to retire at age 60 with five years of qualifying service credit, or age 55 with 26 years 
of service, or 31 years of service regardless of age.  Age and service requirements for retirement will 
increase effective August 1, 2015, and will continue to increase periodically until they reach age 60 with 
35 years of service or age 65 with five years of service on August 1, 2026. 
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description - State Teachers Retirement System (STRS) Continued 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination 
of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan.  In the Combined Plan, 12.0 of 
the 14.0 percent member rates goes to the DC Plan and the remaining 2.0 percent goes to the DB plan. 
Member contributions to the DC plan are allocated among investment choices by the member, and 
contributions to the DB plan from the employer and the member are used to fund the defined benefit 
payment at a reduced level from the regular DB Plan.  The defined benefit portion of the Combined Plan 
payment is payable to a member on or after age 60 with five years of services.  The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity 
after termination of employment at age 50 or later.  
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another STRS plan.  The optional annuitization of a member’s defined contribution account or the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of investment gain or loss on the account.  STRS has therefore included all three plan 
options in the GASB 68 schedules of employer allocation and pension amounts by employer.  
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit that apply for disability benefits.  Members in the DC Plan who 
become disabled are entitled only to their account balance.  If a member of the DC Plan dies before 
retirement benefits begin, the member’s designated beneficiary is entitled to receive the member’s 
account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2018, plan members were required to contribute 14 percent of their annual covered salary. The School 
was required to contribute 14 percent; the entire 14 percent was the portion used to fund pension 
obligations. The fiscal year 2018 contribution rates were equal to the statutory maximum rates.  
 
The School’s contractually required contributions to STRS was $101,368 for fiscal year 2018.  
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions  
 
The net pension liability was measured as of June 30, 2017, and the total pension liability used to calculate 
the net pension liability was determined by an actuarial valuation as of that date. The School's proportion 
of the net pension liability was based on the School's share of contributions to the pension plan relative 
to the contributions of all participating entities.   
 
Following is information related to the proportionate share and pension expense: 
 

 
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, changes in assumptions and changes in the Academy’s proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods.  
 
The difference between projected and actual investment earnings is recognized in pension expense using 
a straight line method over a five year period beginning in the current year.  Deferred outflows and 
deferred inflows resulting from changes in sources other than differences between projected and actual 
investment earnings are amortized over the average expected remaining service lives of all members 
(both active and inactive) using the straight line method. Employer contributions to the pension plan 
subsequent to the measurement date are also required to be reported as a deferred outflow of resources.  
 

SERS STRS Total

Proportion of the Net Pension Liability

  Prior Measurement Date 0.00495465% 0.00999393%

Proportion of the Net Pension Liability

  Current Measurement Date 0.00554660% 0.01005052%

Change in Proportionate Share 0.00059195% 0.00005659%

Proportionate Share of the Net Pension

  Liability 331,397$             2,387,523$          2,718,920$          

Pension Expense (18,061)                (746,888)              (764,949)              
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
At June 30, 2018, the School reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  
 

 
 

 
 

SERS STRS Total

Deferred Outflows of Resources
Differences between expected and

  actual experience 14,262$               92,193$               106,455$             

Changes of assumptions 17,137                 522,178               539,315               

Net difference between projected and

  actual earnings on pension plan investments 0                          0                          0                          

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 80,415                 350,589               431,004               

School contributions subsequent to the 

  measurement date 23,144                 101,368               124,512               

Total Deferred Outflows of Resources 134,958$             1,066,328$          1,201,286$          

Deferred Inflows of Resources
Differences between expected and

  actual experience 0$                        19,242$               19,242$               

Changes of assumptions 0                          0                          0                          

Net difference between projected and

  actual earnings on pension plan investments 1,574                   78,790                 80,364                 

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 109,470               196,185               305,655               

Total Deferred Inflows of Resources 111,044$             294,217$             405,261$             
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
$124,512 reported as deferred outflows of resources related to pension resulting from School 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the year ending June 30, 2019.  Other amounts reported as deferred outflows of resources and 
deferred inflows of resources related to pension will be recognized in pension expense as follows:  
 

 
 
Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment termination).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point.  The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant.  In many cases actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
 

SERS STRS Total

Fiscal Year Ending June 30:

2019 7,159$                 282,437$              289,596$             

2020 (10,601)                253,290                242,689               

2021 11,936                 90,220                  102,156               

2022 (7,724)                  44,796                  37,072                 

Total 770$                    670,743$              671,513$             
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions - SERS 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2017, are presented below: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
COLA  or Ad Hoc COLA 2.5 percent
Investment Rate of Return 7.50 percent net of investments expense, including inflation
Actuarial Cost Method Entry Age Normal

 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection and a five year age set-back for both males and females.  Mortality among 
service retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection with Scale BB, 120 percent of male rates and 110 percent of female rates.  
Mortality among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 percent 
for male rates and 100 percent for female rates, set back five years is used for the period after disability 
retirement.  
 
The actuarial assumptions used in the June 30, 2017 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, payroll 
growth assumption and assumed real wage growth were reduced in the most recent actuarial valuation.  
The rates of withdrawal, retirement and disability updated to reflect recent experience and mortality rates 
were also updated. 
 
The long-term return expectation for the Pension Plan Investments has been determined using a building-
block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  A 
forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating a weighted averaged of the expected 
real return premiums for each asset class, adding the projected inflation rate, and adding the expected 
return from rebalancing uncorrelated asset classes. The target allocation and best estimates of arithmetic 
real rates of return for each major asset class are summarized in the following table: 
 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
International Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Stratagies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return 
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions - SERS 
 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute.  Projected inflows from investment earning were calculated using the long-term assumed 
investment rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of projected 
benefits to determine the total pension liability.   
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the net pension liability calculated using the discount rate of 7.50 percent, as 
well as what each plan’s net pension liability would be if it were calculated using a discount rate that is 
one percentage point lower (6.50 percent), or one percentage point higher (8.50 percent) than the current 
rate.  

 
 
 
Actuarial Assumptions – STRS  

The total pension liability in the June 30, 2017, actuarial valuation was determined using the following 
actuarial assumptions, applied to all periods included in the measurement:  
 

 
 
Post-retirement mortality rates for healthy retirees are based on the RP-2014 Annuitant Mortality Table 
with 50% of rates through age 69, 70% of rates between ages 70 and 79, 90% of rates between ages 80 
and 84, and 100% of rates thereafter, projected forward generationally using mortality improvement scale 
MP-2016.  Post-retirement disabled mortality rates are based on the RP-2014  
 

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

School's proportionate share

  of the net pension liability $459,893 $331,397 $223,756
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – STRS - Continued 

Disabled Mortality Table with 90% of rates for males and 100% of rates for females, projected forward 
generationally using mortality improvement scale MP-2016.  Pre-retirement mortality rates are based on 
RP-2014 Employee Mortality Table, projected forward generationally using mortality improvement scale 
MP-2016.Actuarial assumptions used in the July 1, 2017, valuation are based on the results of an actuarial 
experience study, for the period July 1, 2011 through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
 

Target
Asset Class Allocation *

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Long-Term Expected
Real Rate of Return **

 
 

*The target allocation percentage is effective as of July 1, 2017. Target weights will be phased in over a 24-month 
period concluding on July 1, 2019. 
 
** 10-Year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25% and 
does not include investment expenses. Over a 30-year period, STRS Ohio’s investment consultant indicates that the 
above target allocations should generate a return above the actuarial rate of return, without net value added by 
management.  
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2017. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate increases 
described above. For this purpose, only employer contributions that are intended to fund benefits of 
current plan members and their beneficiaries are included.   
 
Based on those assumptions, STRS’ fiduciary net position was projected to be available to make all 
projected future benefit payments to current plan members as of June 30, 2017.  Therefore, the long-
term expected rate of return on pension plan investments of 7.45 percent was applied to all periods of 
projected benefit payment to determine the total pension liability as of June 30, 2017. 
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – STRS - Continued 

Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the School's proportionate share of the net pension liability calculated 
using the current period discount rate assumption of 7.45 percent, as well as what the School's 
proportionate share of the net pension liability would be if it were calculated using a discount rate that is 
one-percentage-point lower (6.45 percent) or one-percentage-point higher (8.45 percent) than the 
current rate:  

 
 

 
Benefit Term Changes Since the Prior Measurement Date 
Effective July 1, 2017, the COLA was reduced to zero.  
 
 
NOTE 10 - POSTEMPLOYMENT BENEFITS 
 
Net OPEB Liability 

 
The net OPEB liability reported on the statement of net position represents a liability to employees for 
OPEB. OPEB is a component of exchange transactions-–between an employer and its employees—of 
salaries and benefits for employee services.  OPEB are provided to an employee—on a deferred-payment 
basis—as part of the total compensation package offered by an employer for employee services each 
financial period.  The obligation to sacrifice resources for OPEB is a present obligation because it was 
created as a result of employment exchanges that already have occurred. 

 
The net OPEB liability represents the School’s proportionate share of each OPEB plan’s collective actuarial 
present value of projected benefit payments attributable to past periods of service, net of each OPEB 
plan’s fiduciary net position.  The net OPEB liability calculation is dependent on critical long-term variables, 
including estimated average life expectancies, earnings on investments, cost of living adjustments and 
others.  While these estimates use the best information available, unknowable future events require 
adjusting these estimates annually.   

 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which OPEB are financed; however, the School does 
receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
 

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

School's proportionate share

  of the net pension liability $3,422,432 $2,387,523 $1,515,766
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NOTE 10 - POSTEMPLOYMENT BENEFITS - Continued 
 
Net OPEB Liability 
 
GASB 75 assumes the liability is solely the obligation of the employer, because they benefit from employee 
services.  OPEB contributions come from these employers and health care plan enrollees which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
to benefits or funding could significantly affect the net OPEB liability. Resulting adjustments to the net 
OPEB liability would be effective when the changes are legally enforceable. The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB liability 
on the accrual basis of accounting.  Any liability for the contractually-required OPEB contribution 
outstanding at the end of the year is included in withholding payable on the accrual basis of accounting.   
 
Plan Description - School Employees Retirement System (SERS) 
 
Health Care Plan Description - The School contributes to the SERS Health Care Fund, administered by SERS 
for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a cost-
sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare benefits 
to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the death of a member or retiree, are eligible for SERS’ health care coverage. Most retirees and 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self-insured preferred provider 
organization for its non-Medicare retiree population. For both groups, SERS offers a self-insured 
prescription drug program. Health care is a benefit that is permitted, not mandated, by statute.  The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the 
plan selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required pensions and benefits, the 
Retirement Board may allocate the remainder of the employer contribution of 14 percent of covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2018, .5 percent of 
covered payroll was made to health care.  
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NOTE 10 - POSTEMPLOYMENT BENEFITS - Continued 
 
Plan Description - School Employees Retirement System (SERS) 
 
An additional health care surcharge on employers is collected for employees earning less than an 
actuarially determined minimum compensation amount, pro-rated if less than a full year of service credit 
was earned. For fiscal year 2018, this amount was $23,700. Statutes provide that no employer shall pay a 
health care surcharge greater than 2 percent of that employer’s SERS-covered payroll; nor may SERS 
collect in aggregate more than 1.5 percent of the total statewide SERS-covered payroll for the health care 
surcharge.  For fiscal year 2018, the School’s surcharge obligation was $2,928.  
 
The surcharge added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The School’s contractually required contribution to SERS was 
$3,785 for fiscal year 2018.   
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part 
B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the 
report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed 
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees, for the most recent year, pay a portion of the health care costs in the form of a monthly 
premium.  Under Ohio law, funding for post-employment health care may be deducted from employer 
contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2018, STRS did 
not allocate any employer contributions to post-employment health care.   
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NOTE 10 - POSTEMPLOYMENT BENEFITS - Continued 
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB  
 
The net OPEB liability was measured as of June 30, 2017, and the total OPEB liability used to calculate the 
net OPEB liability was determined by an actuarial valuation as of that date. The School's proportion of the 
net OPEB liability was based on the School's share of contributions to the respective retirement systems 
relative to the contributions of all participating entities.  Following is information related to the 
proportionate share and OPEB expense: 
 

 
 

 

SERS STRS Total

Proportion of the Net OPEB Liability

  Prior Measurement Date 0.00713098% 0.00999393%

Proportion of the Net OPEB Liability

  Current Measurement Date 0.00561209% 0.01005052%

Change in Proportionate Share -0.00151889% 0.00005659%

Proportionate Share of the Net OPEB

  Liability 150,614$             392,134$             542,748$             

OPEB Expense (2,525)                  (119,226)              (121,751)              
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NOTE 10 - POSTEMPLOYMENT BENEFITS - Continued 
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB  
 
At June 30, 2018, the School reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  
 
 

 
 

SERS STRS Total

Deferred Outflows of Resources
Differences between expected and

  actual experience 0$                        22,636$               22,636$               

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 0                          2,594                   2,594                   

School contributions subsequent to the 

  measurement date 3,785                   0                          3,785                   

Total Deferred Outflows of Resources 3,785$                 25,230$               29,015$               

Deferred Inflows of Resources
Differences between expected and

  actual experience 0$                        0$                        0$                        

Changes of assumptions 14,293                 31,587                 45,880                 

Net difference between projected and

  actual earnings on OPEB plan investments 398                      16,761                 17,159                 

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 31,780                 0                          31,780                 

Total Deferred Inflows of Resources 46,471$               48,348$               94,819$               
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NOTE 10 - POSTEMPLOYMENT BENEFITS - Continued 
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB  
 
$3,785 reported as deferred outflows of resources related to OPEB resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending June 30, 2019.  Other amounts reported as deferred outflows of resources and deferred 
inflows of resources related to OPEB will be recognized in OPEB expense as follows:  
 

 
 
Actuarial Assumptions - SERS 
 
The total OPEB liability is determined by SERS’ actuaries in accordance with GASB Statement No. 74, as 
part of their annual actuarial valuation for each retirement plan. Actuarial valuations of an ongoing plan 
involve estimates of the value of reported amounts (e.g., salaries, credited service) and assumptions about 
the probability of occurrence of events far into the future (e.g., mortality, disabilities, retirements, 
employment terminations). Actuarially determined amounts are subject to continual review and potential 
modifications, as actual results are compared with past expectations and new estimates are made about 
the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point. The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 

SERS STRS Total

Fiscal Year Ending June 30:

2019 (16,791)$              (5,250)$                 (22,041)$                  

2020 (16,791)                (5,250)                   (22,041)                    

2021 (12,788)                (5,250)                   (18,038)                    

2022 (101)                     (5,251)                   (5,352)                      

2023 0                          (1,060)                   (1,060)                      

Thereafter 0                          (1,057)                   (1,057)                      

Total (46,471)$              (23,118)$               (69,589)$                  
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NOTE 10 - POSTEMPLOYMENT BENEFITS - Continued 
 
Actuarial Assumptions - SERS 
 
Key methods and assumptions used in calculating the total OPEB liability in the latest actuarial valuation 
date of June 30, 2017, are presented below: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investments

expense, including inflation
Municipal Bond Index Rate:
    Measurement Date 3.56 percent
    Prior Measurement Date 2.92 percent
Single Equivalent Interest Rate, net of plan investment expense,
 including price inflation
    Measurement Date 3.63 percent
    Prior Measurement Date 2.98 percent
Medical Trend Assumption
    Medicare 5.50 to 5.00 percent
    Pre-Medicare 7.50 to 5.00 percent  

 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The most recent experience study was completed for the five-year period ended June 30, 2015.   
 
The long-term expected rate of return on plan assets is reviewed as part of the actuarial five-year 
experience study. The most recent study covers fiscal years 2010 through 2015, and was adopted by the 
Board on April 21, 2016. Several factors are considered in evaluating the long-term rate of return 
assumption including long-term historical data, estimates inherent in current market data, and a log-
normal distribution analysis in which best-estimate ranges of expected future real rates of return were 
developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long-term expected rate of return, 7.50 percent, by weighting the expected future real rates 
of return by the target asset allocation percentage and then adding expected inflation. The capital market 
assumptions developed by the investment consultant are intended for use over a 10-year horizon and 
may not be useful in setting the long-term rate of return for funding pension plans which covers a longer 
timeframe. The assumption is intended to be a long-term assumption and is not expected to change 
absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental 
change in the market that alters expected returns in future years. 
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NOTE 10 - POSTEMPLOYMENT BENEFITS - Continued 
 
Actuarial Assumptions - SERS 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 
as used in the June 30, 2015 five-year experience study, are summarized as follows: 
 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return

 
 

Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2017 was 3.63 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2017 was 2.98 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be made 
from members and the System at the state statute contribution rate of 2.00 percent of projected covered 
employee payroll each year, which includes a 1.50 percent payroll surcharge and 0.50 percent of 
contributions from the basic benefits plan. Based on these assumptions, the OPEB plan’s fiduciary net 
position was projected to become insufficient to make future benefit payments during the fiscal year 
ending June 30, 2025. Therefore, the long-term expected rate of return on OPEB plan assets was used to 
present value the projected benefit payments through the fiscal year ending June 30, 2024 and the Fidelity 
General Obligation 20-year Municipal Bond Index rate of 3.56 percent, as of June 30, 2017 (i.e. municipal 
bond rate), was used to present value the projected benefit payments for the remaining years in the 
projection. The total present value of projected benefit payments from all years was then used to 
determine the single rate of return that was used as the discount rate. The projection of future benefit 
payments for all current plan members was until the benefit payments ran out. 
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NOTE 10 - POSTEMPLOYMENT BENEFITS - Continued 
 
Actuarial Assumptions – SERS 
 
Sensitivity of the School's Proportionate Share of the Net OPEB Liability to Changes in the Discount Rate 
and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in the 
discount rate and the health care cost trend rate. The following table presents the net OPEB liability of 
SERS, what SERS' net OPEB liability would be if it were calculated using a discount rate that is 1 percentage 
point lower (2.63%) and higher (4.63%) than the current discount rate (3.63%). Also shown is what SERS' 
net OPEB liability would be based on health care cost trend rates that are 1 percentage point lower (6.5% 
decreasing to 4.0%) and higher (8.5% decreasing to 6.0%) than the current rate. 

  

 
 

 
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2017, actuarial valuation are presented below:   

 
Inflation 2.50 percent
Projected salary increases 12.50 percent at age 20 to 

 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment

 expenses, including inflation
Payroll Increases 3 percent
Cost-of-Living Adjustments 0.0 percent, effective July 1, 2017
  (COLA)
Blended Discount Rate of Return 4.13 percent
Health Care Cost Trends 6 to 11 percent initial, 4.5 percent ultimate  

 
Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 

Current

1% Decrease Discount Rate 1% Increase

(2.63%) (3.63%) (4.63%)

School's proportionate share

  of the net OPEB liability $181,885 $150,614 $125,839

Current

1% Decrease Trend Rate 1% Increase

(6.5 % decreasing (7.5 % decreasing (8.5 % decreasing

to 4.0%) to 5.0%) to 6.0%)

School's proportionate share

  of the net OPEB liability $122,212 $150,614 $188,204
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NOTE 10 - POSTEMPLOYMENT BENEFITS - Continued 
 
Actuarial Assumptions – STRS 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between 
ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality 
improvement scale MP-2016. For disabled retirees, mortality rates are based on the RP-2014 Disabled 
Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected forward 
generationally using mortality improvement scale MP-2016. 
 
Actuarial assumptions used in the June 30, 2017, valuation are based on the results of an actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 
Since the prior measurement date, the discount rate was increased from 3.26 percent to 4.13 percent 
based on the methodology defined under GASB Statement No. 74, Financial Reporting for 
Postemployment Benefit Plans Other Than Pension Plans (OPEB) and the long term expected rate of return 
was reduced from 7.75 percent to 7.45 percent. Valuation year per capita health care costs were updated, 
and the salary scale was modified. The percentage of future retirees electing each option was updated 
based on current data and the percentage of future disabled retirees and terminated vested participants 
electing health coverage were decreased. The assumed mortality, disability, retirement, withdrawal and 
future health care cost trend rates were modified along with the portion of rebated prescription drug 
costs. 
 
Also, since the prior measurement date, the subsidy multiplier for non-Medicare benefit recipients was 
reduced from 2.1 percent to 1.9 percent per year of service. Medicare Part B premium reimbursements 
were discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 2019.  Subsequent to the current measurement 
date, the date for discontinuing remaining Medicare Part B premium reimbursements was extended to 
January 2020. 
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NOTE 10 - POSTEMPLOYMENT BENEFITS - Continued 
 
Actuarial Assumptions – STRS 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  

 
Target

Asset Class Allocation

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

* 10 year annualized geometric nominal returns, which  include the 
real rate of return and inflation of 2.25 percent and does not include 
investment expenses.  Over a 30-year period, STRS' investment
consultant indicates that the above target allocations should
generate a return above the actual rate of return, without net
value added by management.

Long-Term Expected
Rate of Return *

 
 

Discount Rate The discount rate used to measure the total OPEB liability was 4.13 percent as of June 30, 
2017. The projection of cash flows used to determine the discount rate assumes STRS Ohio continues to 
allocate no employer contributions to the health care fund. Based on these assumptions, the OPEB plan’s 
fiduciary net position was not projected to be sufficient to make all projected future benefit payments of 
current plan members. The OPEB plan’s fiduciary net position was projected to become insufficient to 
make future benefit payments during the fiscal year ending June 30, 2037.  Therefore, the long-term 
expected rate of return on OPEB plan assets was used to determine the present value of the projected 
benefit payments through the fiscal year ending June 30, 2036 and the Bond Buyer 20-year municipal 
bond rate of 3.58 percent as of June 30, 2017 (i.e. municipal bond rate), was used to determine the present 
value of the projected benefit payments for the remaining years in the projection.  The total present value 
of projected benefit payments from all years was then used to determine the single rate of return that 
was used as the discount rate. The blended discount rate of 4.13 percent, which represents the long-term 
expected rate of return of 7.45 percent for the funded benefit payments and the Bond Buyer 20-year 
municipal bond rate of 3.58 percent for the unfunded benefit payments, was used to measure the total 
OPEB liability as of June 30, 2017.  A blended discount rate of 3.26 percent which represents the long term 
expected rate of return of 7.75 percent for the funded benefit payments and the Bond Buyer 20-year 
municipal bond rate of 2.85 percent for the unfunded benefit payments was used to measure the total 
OPEB liability at June 30, 2016. 
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NOTE 10 - POSTEMPLOYMENT BENEFITS - Continued 
 
Sensitivity of the School’s Proportionate Share of the Net OPEB Liability to Changes in the Discount and 
Health Care Cost Trend Rate The following table represents the net OPEB liability as of June 30, 2017, 
calculated using the current period discount rate assumption of 4.13 percent, as well as what the net 
OPEB liability would be if it were calculated using a discount rate that is one percentage point lower (3.13 
percent) or one percentage point higher (5.13 percent) than the current assumption. Also shown is the 
net OPEB liability as if it were calculated using health care cost trend rates that are one percentage point 
lower or one percentage point higher than the current health care cost trend rates. 

 

 
 

 

 
 
NOTE 11 - CONTINGENCIES  

 
Grants - The School received financial assistance from federal and state agencies in the form of grants.  
Amounts received from grantor agencies are subject to audit and adjustment by the grantor.  Any 
disallowed costs may require refunding to the grantor.  Amounts which may be disallowed, if any, are not 
presently determinable.  However, in the opinion of the School, any such adjustments will not have a 
material adverse effect on the financial position of the School.  

 
Litigation - There are currently no matters in litigation with the School as defendant. 
 
Full-time Equivalency - School foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  
 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE did not perform such a review on the School for fiscal year 2018.  
 

Current

1% Decrease Discount Rate 1% Increase

(3.13%) (4.13%) (5.13%)

School's proportionate share

  of the net OPEB liability $526,434 $392,134 $285,994

Current

1% Decrease Trend Rate 1% Increase

School's proportionate share

  of the net OPEB liability $272,438 $392,134 $549,668
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NOTE 11 - CONTINGENCIES (continued) 
 

As of the date of this report, additional ODE adjustments for fiscal year 2018 are not finalized.  As a result, 
the impact of future FTE adjustments on the fiscal year 2018 financial statements is not determinable, at 
this time. Management believes this may result in either an additional receivable to, or a liability of, the 
Academy. 
 
In addition, the School’s contract with their Sponsor and Management Company require payment based 
on revenues received from the State.  As discussed above, additional FTE adjustments for fiscal year 2018 
are not finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 2018 financial 
statements, related to additional reconciliation necessary with these contracts, is not fully determinable.  
Management believes this may result in either an additional receivable to, or liability of, the School.  
 
NOTE 12 - SPONSOR CONTRACT 

 
The School contracted with Ohio Council of Community Schools (OCCS) as its sponsor and oversight 
services as required by law.  Sponsorship fees are calculated as a 2.25% of state funds received by the 
School from the State of Ohio. For the fiscal year ended June 30, 2018, the total sponsorship fees paid 
totaled $45,908.  

 
NOTE 13 - PURCHASED SERVICES 

 
For the period of July 1, 2017 through June 30, 2018, the School made the following purchased services 
commitments. 

Purchased Services Amount

Professional Services 637,828$         

Property Services 383,721

    Utilities 74,643

Travel & Meetings 105

Communications 40,867

Contractual Trade 176,013

Pupil Transportation 217,978

Total 1,531,155$      

 
 
NOTE 14 - LEASE OBLIGATIONS 
  

On December 21, 2015, the School entered into a lease with the AEP Charter Lake Erie, LLC for 51,560 
square feet of space located at 14405 St Clair Avenue in Cleveland, Ohio.  The term of the lease is for a 
period of ten years.   
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NOTE 14 - LEASE OBLIGATIONS (continued) 
  

Base rent expense for the fiscal year ended 2018 was $274,927.  Future lease obligations are as follows: 
 

         FY2019 $291,670      
FY2020 300,420      
FY2021 309,433      
FY2022 318,716    
FY2023 328,277  

FY2024-26 686,394    
Total $2,234,910   

 
NOTE 15 - MANAGEMENT COMPANY and MANAGEMENT COMPANY EXPENSES 

 
For fiscal year 2018 the School entered into an agreement with Accel Schools Ohio, LLC to provide 
management support services. The agreement is for a period beginning May 1, 2017 and ending on June 
30, 2027. Management fees are calculated as 18% of the total revenues received from the State of Ohio. 
The total amount due from the School for the fiscal year ending June 30, 2018, was $452,032 and is 
included under “Purchased Services” on the Statements of Revenues, Expenses, and Changes in Net 
Position.   
 
Also, per the management agreement there are expenses that will be billed to the School based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of employees working in at 
the School and other costs related to providing education and administrative services. The total amount 
billed during fiscal year 2018 was $869,379, which includes previously identified management fee.  For 
the periods ended June 30, 2018, Accel Schools Ohio, LLC, incurred the following expenses on behalf of 
the School: 
 

 
 

Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro-rated based on 
full time equivalent (FTE) head count as of June 30, 2018 by each school it manages.  
 
 

Lake Erie College Preparatory School

Regular 
Instruction

(1100 Function 
Codes)

Special 
Instruction

(1200 Function 
Codes)

Support 
Services

(2000 Function 
Codes)

Non-Instructional 
(3000 through 
7000 Function 

Codes)

Total

Professional & Technical Services (410 Object Codes) -$                -$                481,222$        -$                     481,222$    
Communications (440 Object Codes) -                  -                  26,894            -                       26,894        
Other Supplies (510 Object Codes) 2,864              -                  26,120            -                       28,984        
Other Direct Expense (800 Object Codes) -                  -                  5,578              -                       5,578          

Overhead -                  -                  233,792          -                       233,792      

Total Expenses 2,864$            -$                773,606$        -$                     776,470$    

Direct Expenses: 

Indirect Expenses: 
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NOTE 16 - IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES  
 
For the fiscal year ended June 30, 2018, the School has implemented Governmental Accounting Standards 
Board (GASB) Statement No. 75, Accounting and Financial reporting for Postemployment Benefits other 
than Pensions, GASB Statement No. 81, Irrevocable Split-Interest Agreements, GASB Statement No. 85, 
Omnibus 2017 and GASB Statement No. 86, Certain Debt Extinguishments. 
 
GASB Statement No. 75 requires recognition of the entire net postemployment benefits other than 
pensions (other postemployment benefits or OPEB) liability and a more comprehensive measure of 
postemployment benefits expense for OPEB provided to the employees of state and local governmental 
employers through OPEB plans that are administered through trusts or equivalent arrangements. The 
implementation of GASB Statement No. 75 resulted in the inclusion of net OPEB liability and OPEB expense 
components on the accrual financial statements.  See Note 17 for the effect on net position as previously 
reported.  
 
GASB Statement No. 81 requires that a government that receives resources pursuant to an irrevocable 
split-interest agreement recognize assets, liabilities, and deferred inflows of resources at the inception of 
the agreement. Furthermore, it requires that a government recognize assets representing its beneficial 
interests in irrevocable split-interest agreements that are administered by a third party, if the government 
controls the present service capacity of the beneficial interests. This Statement also requires that a 
government recognize revenue when the resources become applicable to the reporting period.  The 
implementation of GASB Statement No. 81 did not have an effect on the financial statements of the 
School. 
 
GASB Statement No. 85 addresses a variety of topics including issues related to blending component units, 
goodwill, fair value measurement and application, and postemployment benefits. These changes were 
incorporated in the School’s fiscal year 2018 financial statements; however, there was no effect on 
beginning net position.  
 
GASB Statement No. 86 addresses the reporting and disclosure requirements of certain debt 
extinguishments including in-substance defeasance transactions and prepaid insurance associated with 
debt that is extinguished. The implementation of GASB Statement No. 86 did not have an effect on the 
financial statements of the School. 
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NOTE 17 – RESTATEMENT OF NET POSITION 
 
GASB 75 established standards for measuring and recognizing Post-Employment Benefit Liabilities (OPEB), 
deferred outflows of resources, deferred inflows of resources and expense/expenditure.  In addition 
during the current year there was an error discovered in the calculation to allocate the management 
companies’ share of the Net Pension Liability to member schools.  The implementation of this 
pronouncement and the correction of the error had the following effect on net position as reported June 
30, 2017. 
 

Net Position June 30, 2017 (4,126,118)$   

Adjustments:
Net OPEB Liability (737,737)         
Deferred Outflow - Payments Subsequent to Measurement Date 3,649               

Net Pension Liability (91,115)           

Restated Net Position June 30, 2017 (4,951,321)$   

 
Other than employer contributions subsequent to the measurement date, the School made no 
restatement for deferred inflows/outflows of resources as the information needed to generate these 
restatements was not available. 
 
NOTE 18 - MANAGEMENT PLAN 
 
For fiscal year 2018, the School had a net position deficit of $(4,170,106) including amounts related to net 
pension/OPEB liability and related accruals. The School’s net deficit in fiscal improved from the $781,215 
from fiscal 2017. Enrollment decreased in fiscal year 2018 to 243, down from 296 in fiscal year 2017.  The 
School’s ability to maintain a stable administrative and instructional team along with active advertising 
via print, radio, mailings and through referrals of current parents is anticipated to help produce the 
likelihood of future enrollment growth leading to surpluses and provide an opportunity for the school to 
recover from its prior deficits. 
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See accompanying notes to the required supplementary information 
 

2018 2017 2016 2015 2014
School's Proportion of the Net Pension

Liability 0.00554660% 0.00495465% 0.00906729% 0.00561452% 0.00561452%

School's Proportionate Share of the Net
Pension Liability 331,397$        362,634$        517,388$        284,148$        333,877$        

School's Covered Payroll 171,936$        167,486$        123,100$        31,656$          32,000$          

School's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 192.74% 216.52% 420.29% 897.51% 1043.32%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 69.50% 62.98% 69.16% 71.70% 65.52%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date which is the prior fiscal period end. 

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net Pension Liability

School Employees Retirement System of Ohio
Last Five Fiscal Years (1)
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See accompanying notes to the required supplementary information 

 

Restated  
2018 2017 2016 2015 2014

School's Proportion of the Net Pension
Liability 0.01005052% 0.00999393% 0.01086067% 0.00909487% 0.00909487%

School's Proportionate Share of the Net
Pension Liability 2,387,523$        3,332,491$        3,001,571$        2,212,187$        2,635,143$        

School's Covered Payroll 1,105,121$        1,068,557$        1,038,660$        883,184$          642,815$          

School's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 216.04% 311.87% 288.98% 250.48% 409.94%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 75.30% 66.80% 72.10% 74.70% 69.30%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date
     which is the prior fiscal period end. 

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net Pension Liability

State Teachers Retirement System of Ohio
Last Five Fiscal Years (1)
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      See accompanying noted to the required supplementary information 
 
 
 
 
 

2018 2017 2016 2015 2014 2013

Contractually Required Contribution 23,144$          24,071$          23,448$          16,225$          4,388$            4,429$            

Contributions in Relation to the 
Contractually Required Contribution (23,144)           (24,071)           (23,448)           (16,225)           (4,388)            (4,429)            

Contribution Deficiency (Excess) -                 -                 -                 -                 -                 -                 

School Covered Payroll 171,437$        171,936$        167,486$        123,100$        31,656$          32,000$          

Contributions as a Percentage of
Covered Payroll 13.50% 14.00% 14.00% 13.18% 13.86% 13.84%

(1) Information prior to 2013 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

Required Supplementary Information
Schedule of School Contributions - Pension

School Employees Retirement System of Ohio
Last Six Fiscal Years (1)
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See accompanying noted to the required supplementary information 
 
 

2018 2017 2016 2015 2014 2013

Contractually Required Contribution 101,368$          154,717$          149,598$          145,412$          114,814$          83,566$            

Contributions in Relation to the 
Contractually Required Contribution (101,368)           (154,717)           (149,598)           (145,412)           (114,814)           (83,566)             

Contribution Deficiency (Excess) -$                 -$                 -$                 -$                 -$                 -$                 

School Covered Payroll 724,057$          1,105,121$        1,068,557$        1,038,660$        883,184$          642,815$          

Contributions as a Percentage of
Covered Payroll 14.00% 14.00% 14.00% 14.00% 13.00% 13.00%

(1) Information prior to 2013 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

Required Supplementary Information
Schedule of School Contributions - Pension
State Teachers Retirement System of Ohio

Last Six Fiscal Years (1)
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2018 2017
School's Proportion of the Net OPEB

Liability 0.00561209% 0.00713098%

School's Proportionate Share of the Net
OPEB Liability 150,614$        203,259$        

School's Covered Payroll 171,936$        167,486$        

School's Proportionate Share of the Net
OPEB Liability as a Percentage
of its Covered Payroll 87.60% 121.36%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability 12.46% 11.49%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net OPEB Liability

School Employees Retirement System of Ohio
Last Two Fiscal Years (1)

Attachment 26: Audited Financial Statements Page 3630



LAKE ERIE PREPARATORY SCHOOL - CUYAHOGA COUNTY, OHIO 
   

54 
 

  

2018 2017
School's Proportion of the Net OPEB

Liability 0.01005052% 0.00999393%

School's Proportionate Share of the Net
OPEB Liability 392,134$          534,478$          

School's Covered Payroll 1,105,121$        1,068,557$        

School's Proportionate Share of the Net
OPEB Liability as a Percentage
of its Covered Payroll 35.48% 50.02%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability 47.10% 37.30%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net OPEB Liability

State Teachers Retirement System of Ohio
Last Two Fiscal Years (1)
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2018 2017 2016 2015 2014 2013

Contractually Required Contribution (2) 3,785$            3,649$            1,816$            1,572$       44$                 51$                 

Contributions in Relation to the 
Contractually Required Contribution (3,785)             (3,649)             (1,816)             (1,572)        (44)                 (51)                 

Contribution Deficiency (Excess) -                 -                 -                 -             -                 -                 

School Covered Payroll 171,437$        171,936$        167,486$        123,100$    31,656$          32,000$          

OPEB Contributions as a Percentage of
Covered Payroll (2) 2.21% 2.12% 1.08% 1.28% 0.14% 0.16%

(1) Information prior to 2013 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

(2) Includes Surcharge

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of School Contributions - OPEB

School Employees Retirement System of Ohio
Last Six Fiscal Years (1)
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2018 2017 2016 2015 2014 2013

Contractually Required Contribution -$                     -$                 -$                 -$                 8,832$              6,428$              

Contributions in Relation to the 
Contractually Required Contribution -                       -                   -                   -                   (8,832)              (6,428)               

Contribution Deficiency (Excess) -$                     -$                 -$                 -$                 -$                 -$                 

School Covered Payroll 724,057$              1,105,121$       1,068,557$       1,038,660$       883,184$          642,815$          

Contributions as a Percentage of
Covered Payroll 0.00% 0.00% 0.00% 0.00% 1.00% 1.00%

(1) Information prior to 2013 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of School Contributions - OPEB
State Teachers Retirement System of Ohio

Last Six Fiscal Years (1)
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Net Pension Liability  
 
Changes of benefit terms - SERS:  
 
There were no changes in benefit terms from the amounts reported for fiscal years 2014-2018. 
 
The following changes were made to the benefit terms in 2018 as identified: The COLA was changed from 
a fixed 3.00% to a COLA that is indexed to CPI-W not greater than 2.5% with a floor of 0% beginning 
January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has enacted a 
three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in assumptions - SERS:  
 
There were no changes in methods and assumptions used in the calculation of actuarial determined 
contributions for fiscal years 2014-2016 and 2018. For fiscal year 2018, the following changes of 
assumptions affected the total pension liability since the prior measurement date: (a) the assumed rate 
of inflation was reduced from 3.25% to 3.00%, (b) payroll growth assumption was reduced from 4.00% to 
3.50%, (c) assumed real wage growth was reduced from 0.75% to 0.50%, (d) Rates of withdrawal, 
retirement and disability were updated to reflect recent experience, (e) mortality among active members 
was updated to RP-2014 Blue Collar Mortality Table with fully generational projection and a five year age 
set-back for both males and females, (f) mortality among service retired members, and beneficiaries was 
updated to the following RP-2014 Blue Collar Mortality Table with fully generational projection with Scale 
BB, 120% of male rates, and 110% of female rates and (g) mortality among disable member was updated 
to RP-2000 Disabled Mortality Table, 90% for male rates and 100% for female rates, set back five years is 
used for the period after disability retirement (h) change in discount rate from 7.75% to 7.5%.   

 
Changes in benefit terms - STRS:  
 
There were no changes in benefit terms from the amounts reported for fiscal years 2014-2017. Effective 
for fiscal year 2018, the cost of living adjustment (COLA) was reduced to zero. 
 
 
Changes in assumptions - STRS:  
 
There were no changes in methods and assumptions used in the calculation of actuarial determined 
contributions for fiscal years 2014-2018.  For fiscal year 2018, the following changes of assumptions 
affected the total pension liability since the prior measurement date: (a) inflation assumption lowered 
from 2.75% to 2.50%, (b) investment return assumption lowered from 7.75% to 7.45%, (c) total salary 
increases rates lowered by decreasing the merit component of the individual salary increases, as well as 
by 0.25% due to lower inflation, (d) payroll growth assumption lowered to 3.00%, (e) updated the healthy 
and disable mortality assumption to the “RP-2014” mortality tables with generational improvement scale 
MP-2016, (f) rates of retirement, termination and disability were modified to better reflect anticipated 
future experience.  
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Net OPEB Liability  
 
Changes in Assumptions – SERS  
 
Amounts reported for fiscal year 2018 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability as presented below:  
 
Municipal Bond Index Rate: 
    Fiscal year 2018          3.56 percent 
    Fiscal year 2017         2.92 percent 
Single Equivalent Interest Rate, net of plan investment expense, 
 including price inflation 
    Fiscal year 2018          3.63 percent 
    Fiscal year 2017         2.98 percent 
 
Changes in Assumptions – STRS  
 
For fiscal year 2018, the discount rate was increased from 3.26 percent to 4.13 percent based on the 
methodology defined under GASB Statement No. 74, Financial Reporting for Postemployment Benefit 
Plans Other Than Pension Plans (OPEB) and the long term expected rate of return was reduced from 7.75 
percent to 7.45 percent. Valuation year per capita health care costs were updated, and the salary scale 
was modified. The percentage of future retirees electing each option was updated based on current data 
and the percentage of future disabled retirees and terminated vested participants electing health 
coverage were decreased. The assumed mortality, disability, retirement, withdrawal and future health 
care cost trend rates were modified along with the portion of rebated prescription drug costs.  
  
Also, for fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. 
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December 27, 2018

To the Board of Trustees 
Lake Erie Preparatory School
14405 St Clair Avenue
Cleveland, Ohio 44110

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 
and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards

We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the Lake Erie 
Preparatory School, Cuyahoga County, Ohio (the “School”) as of and for the year ended June 30, 2018, 
and the related notes to the financial statements, which collectively comprise the School’s basic financial 
statements, and have issued our report thereon dated December 27, 2018, in which we noted the School 
restated their net position to account for the implementation of Governmental Accounting Standard Board 
(GASB) Statement No. 75, “Accounting and Financial reporting for Postemployment Benefits other than 
Pensions” and net pension liability amount to account for an error discovered in the calculation to allocate 
the management companies’ share of the net pension liability to member schools. In addition, the School 
has suffered recurring losses from operations and has a net position deficit of $4,170,106, including the 
net effect of net pension liability, net OPEB liability and related accruals totaling $2,531,447 that raises 
substantial doubt about its ability to continue as a going concern.

Internal Control over Financial Reporting

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

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

Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified.
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Lake Erie Preparatory School
Independent Auditor’s Report on Internal Control over Financial Reporting and on 

Compliance and Other Matters Based on an Audit of Financial Statements 
Performed in Accordance with Government Auditing Standards

Page 2 of 2

Compliance and Other Matters

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

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose.

Medina, Ohio
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Board of Directors 
Lake Erie Preparatory School 
219 E Maple St Ste 202 
North Canton, OH 44720 
 
 
We have reviewed the Independent Auditor’s Report of the Lake Erie Preparatory School, 
Cuyahoga County, prepared by Rea & Associates, Inc., for the audit period July 1, 2016 through 
June 30, 2017.  Based upon this review, we have accepted these reports in lieu of the audit 
required by Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying 
financial statements and, accordingly, we are unable to express, and do not express an opinion on 
them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Lake Erie Preparatory School is responsible 
for compliance with these laws and regulations. 
 
 
 
 
 
 
 
 
Dave Yost 
Auditor of State 
 
April 20, 2018  
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February 21, 2018 
 
To the Board of Trustees 
Lake Erie Preparatory School 
14405 St Clair Avenue 
Cleveland, Ohio 44110 
 

Independent Auditor's Report 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Lake Erie Preparatory School, Cuyahoga 
County, Ohio, (the “School”) as of and for the year ended June 30, 2017, and the related notes to the 
financial statements, which collectively comprise the School’s basic financial statements as listed in the 
table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation 
and fair presentation of the financial statements in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s 
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the School, as of June 30, 2017, and the changes in its financial position and its cash 
flows for the year then ended in accordance with accounting principles generally accepted in the United 
States of America. 
 
Emphasis of Matter 
 
The accompanying financial statements have been prepared assuming the School will continue as a going 
concern. As disclosed in Note 16 to the financial statements, the School has suffered recurring losses from 
operations and has a net position deficit of $4,126,118 that raises substantial doubt about its ability to continue 
as a going concern. This deficit net position includes the effect of the net pension liability and related accruals 
totaling $2,721,242. Note 16 describes management’s plan regarding these issues. The financial statements do 
not include any adjustments that might result from the outcome of this uncertainty. Our opinion is not modified 
with respect to this matter. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis and the Schedule of the School's Proportionate Share of the Net Pension 
Liability, and Schedule of the School’s Contributions on pages 5–10, 36-37, and 38-39, respectively, be 
presented to supplement the basic financial statements. Such information, although not a part of the basic 
financial statements, is required by the Governmental Accounting Standards Board who considers it to be 
an essential part of financial reporting for placing the basic financial statements in an appropriate 
operational, economic, or historical context. We have applied certain limited procedures to the required 
supplementary information in accordance with auditing standards generally accepted in the United States 
of America, which consisted of inquiries of management about the methods of preparing the information 
and comparing the information for consistency with management’s responses to our inquiries, the basic 
financial statements, and other knowledge we obtained during our audit of the basic financial statements. 
We do not express an opinion or provide any assurance on the information because the limited procedures 
do not provide us with sufficient evidence to express an opinion or provide any assurance. 
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Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated February 21, 
2018 on our consideration of the School’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness 
of the School’s internal control over financial reporting or on compliance. That report is an integral part of 
an audit performed in accordance with Government Auditing Standards in considering the School’s 
internal control over financial reporting and compliance. 

 

 
Medina, Ohio 
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The discussion and analysis of the Lake Erie Preparatory School (the School) financial performance 
provides an overall review of the School’s financial activities for the fiscal year ended June 30, 2017. The 
intent of this discussion and analysis is to look at the School’s’ financial performance as a whole; readers 
should also review the basic financial statements and notes to the basic financial statements to enhance 
their understanding of the School’s financial performance.  
 
The Management’s Discussion and Analysis (the MD&A) is an element of the reporting model adopted by 
the Governmental Accounting Standards Board (GASB) in their Statement No. 34 Basic Financial 
Statements – and Management’s Discussion and Analysis – for State and Local Governments. Certain 
comparative information between the current fiscal year and the prior fiscal year is required to be 
presented in the MD&A. 
 

FINANCIAL HIGHLIGHTS 
 
Key Financial Highlights for the School for the 2016-17 school year are as follows:  

 
 Total Assets decreased $5,266. 

 Total Liabilities increased $396,575.   

 Total Net Position decreased $569,965.  

 Total Operating and Non-Operating revenues were $3,246,333. Total operating and non-
operating expenses were $3,816,298. 
 

USING THIS ANNUAL REPORT 
  
This report consists of three parts: the basic financial statements, notes to those statements, and required 
supplemental information.  The basic financial statements include a Statement of Net Position, a 
Statement of Revenues, Expenses and Changes in Fund Net Position, and a Statement of Cash Flows.   
 
The Statement of Net Position and Statement of Revenues, Expenses, and Changes in Net Position reflect 
how the School did financially during fiscal year 2017.  These statements include all assets, deferred 
outflows of resources, liabilities, and deferred inflows of resources, using the accrual basis of accounting 
similar to the accounting used by most private-sector companies. This basis of accounting includes all of 
the current year revenues and expenses regardless of when cash is received or paid.  
 
These statements report the School’s Net Position and changes in Net Position. This change in Net Position 
is important because it tells the reader whether the financial position of the School has improved or 
diminished. The causes of this change may be the result of many factors, some financial, some not. Non-
financial factors include the School’s’ student enrollment, per-pupil funding as determined by the State 
of Ohio, change in technology, required educational programs and other factors. The School uses 
enterprise presentation for all of its activities. 
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USING THIS ANNUAL REPORT (continued) 
 
Statement of Net Position - The Statement of Net Position answers the question of how the School did 
financially during 2017.  This statement includes all assets, deferred outflows of resources, liabilities, and 
deferred inflows of resources, both financial and capital, and short-term and long-term using the accrual 
basis of accounting and economic resource focus, which is similar to the accounting used by most private-
sector companies.  This basis of accounting takes into account all revenues and expenses during the year, 
regardless of when the cash is received or paid.   
 
Table 1 provides a summary of the School’s Net Position for fiscal year 2017. 
  

Table 1 
Statement of Net Position  

 
  

 

2017  

 
2016 

Assets    
Current Assets $        131,735   $        128,508 
Capital Assets, Net       4,420  12,913 

Total Assets 136,155  141,421 

    
Deferred Outflows of Resources 1,317,414  1,283,854 

    

Liabilities    
Current Liabilities 1,371,778  1,058,355 
Non-current Liabilities 169,253  171,102 
Net Pension Liability 3,603,960  3,518,959 

Total Liabilities 5,144,991  4,748,416 

    
Deferred Inflows of Resources 434,696  233,012 

    
Net Position    
Investment in Capital Assets                                          4,420  12,913 
Unrestricted  (4,130,538)  (3,569,066) 

Total Net Position $ (4,126,118)     $   (3,556,153) 

    
    

 
During a prior year, the School adopted GASB Statement 68, Accounting and Financial Reporting for 
Pensions—an Amendment of GASB Statement 27, which significantly revises accounting for pension costs 
and liabilities.  For reasons discussed below, many end users of this financial statement will gain a clearer 
understanding of the School’s actual financial condition by adding deferred inflows related to pension and 
the net pension liability to the reported net position and subtracting deferred outflows related to pension. 
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USING THIS ANNUAL REPORT (continued) 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  When accounting for 
pension costs, GASB 27 focused on a funding approach.  This approach limited pension costs to 
contributions annually required by law, which may or may not be sufficient to fully fund each plan’s net 
pension liability.  GASB 68 takes an earnings approach to pension accounting; however, the nature of 
Ohio’s statewide pension systems and state law governing those systems requires additional explanation 
in order to properly understand the information presented in these statements. 
 
Under the standards required by GASB 68, the net pension liability equals the School’s proportionate 
share of each plan’s collective: 
 

1. Present value of estimated future pension benefits attributable to active and inactive employees’ 
past service 

2. Minus plan assets available to pay these benefits 
 
GASB notes that pension obligations, whether funded or unfunded, are part of the “employment 
exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, and the 
promise of a future pension.  GASB noted that the unfunded portion of this pension promise is a present 
obligation of the government, part of a bargained-for benefit to the employee, and should accordingly be 
reported by the government as a liability since they received the benefit of the exchange.  However, the 
School is not responsible for certain key factors affecting the balance of this liability.  In Ohio, the 
employee shares the obligation of funding pension benefits with the employer.  Both employer and 
employee contribution rates are capped by State statute.  A change in these caps requires action of both 
Houses of the General Assembly and approval of the Governor.  Benefit provisions are also determined 
by State statute.  The employee enters the employment exchange with the knowledge that the employer’s 
promise is limited not by contract but by law.  The employer enters the exchange also knowing that there 
is a specific, legal limit to its contribution to the pension system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension system as against the public employer.  State law operates 
to mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the employment exchange with notice as to the law.  The pension system is responsible for the 
administration of the plan.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability.  As explained above, changes in pension benefits, contribution rates, 
and return on investments affect the balance of the net pension liability, but are outside the control of 
the School.  In the event that contributions, investment returns, and other changes are insufficient to keep 
up with required pension payments, State statute does not assign/identify the responsible party for the 
unfunded portion.  Due to the unique nature of how the net pension liability is satisfied, this liability is 
separately identified within the long-term liability section of the statement of net position. 
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USING THIS ANNUAL REPORT (continued) 
 
In accordance with GASB 68, the School’s statements prepared on an accrual basis of accounting include 
an annual pension expense for their proportionate share of each plan’s change in net pension liability not 
accounted for as deferred inflows/outflows of resources.  
 
As a result of implementing GASB 68, the School is reporting a net pension liability and deferred 
inflows/outflows of resources related to pension on the accrual basis of accounting. 
 
Over time, Net Position can serve as a useful indicator of a government’s financial position.  At June 30, 
2017, the School’s net position totaled $(4,126,118). 
 
Current assets represent cash and cash equivalent accounts, accounts receivable and other assets.  
Current liabilities represent accounts payable, accrued expenses, advances payable, withholdings payable 
and current portion of debt at fiscal year-end.    
 
Accrued expenses increased during the fiscal year over last fiscal year due to an increase in transportation 
costs for the School that were accrued at year end. 
 
Statement of Revenues, Expenses and Change in Net Position - Table 2 shows the change in Net Position 
for fiscal year 2017, as well as a listing of revenues and expenses.   This change in Net Position is important 
because it tells the reader that, for the School as a whole, the financial position of the School has improved 
or diminished. The cause of this may be the result of many factors, some financial, some not.  Non-
financial factors include the current laws in Ohio restricting revenue growth, facility conditions, required 
educational programs and other factors. 
 
 
 
 
 
 
 
 
 

 
This space is intentionally left blank. 
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USING THIS ANNUAL REPORT (continued) 
 

Table 2 
Change in Net Position 

    
 2017  2016 

Operating Revenue    
State Aid $ 2,501,168       $     2,490,967 
Other 3,538  16,234 

     Total Operating Revenues 2,504,706  2,507,201 

    
Operating Expenses    
Salaries 1,180,626  1,110,057 
Fringe Benefits 273,421  274,196 
Fringe Benefits – GASB 68 253,125  247,063 
Purchased Services 1,837,978  1,667,633 
Materials and Supplies 142,812  155,263 
Depreciation 8,493  27,663 
Other 11,148  1,053 

     Total Operating Expenses 3,707,603  3,432,928 

         
 Operating (Loss) (1,202,897)  (975,727) 

    
Non-Operating Revenues (Expenses)    
Federal Grants 538,023  593,906 
Debt Forgiveness 203,604  22,500 
Interest Expense (108,695)  (120,427) 

       Total Non-Operating Revenues (Expenses) 632,931  495,979 

    
Change in Net Position (569,965)     (479,748)    

Net Position, Beginning of Year 
 

(3,556,153)   (3,076,405) 

Net Position, End of Year $(4,126,118)       $   (3,556,153) 

 
During the fiscal year there was an increase across salaries and purchased services. The School also 
received a significant debt forgiveness at the end of fiscal year 2017 that was larger than the previous 
year.  
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BUDGET 
 
Unlike other public schools located in the State of Ohio, community schools are not required to follow 
budgetary provisions set forth in Ohio Rev. Code Chapter 5705 (with the exception section 5705.391 – 
Five Year Forecasts), unless specifically provided in the community school’s contract with its Sponsor. 
The contract between the School and its Sponsor does prescribe a budgetary process. The School must 
prepare and submit a detail budget for every fiscal year to the Board of Directors and its Sponsor.  The 
five-year forecast is also submitted to the Ohio Department of Education, annually. 
 

CAPITAL ASSETS 
 
At fiscal year-end, the School’s net capital asset balance was $4,420. This balance represents no current 
year additions which are offset by current year depreciation of $8,493.   For more information on capital 
assets, see Note 5 of the basic financial statements.  
 

DEBT 
 
During the fiscal year, the School received working capital monies from Charter School Capital through a 
receivables purchase agreement. As the School receives monthly State funding, these advances are 
repaid, however, the School may elect to receive additional advances from Charter School Capital by 
entering into additional agreements. In addition, the School had $185,151 worth of notes payable 
outstanding at year end. For more information on Advances Payable see Note 6 of the basic financial 
statements. For more information in Notes Payable see Note 7 of the basic financial statements. 
 

CURRENT FINANCIAL ISSUES 
 
The School is a community School and is funded through the State of Ohio Foundation Program.  The 
School relies on this, as well as, State and Federal funds as its primary source of revenue.   In 2017, the 
State raised the base per pupil funding to $6,000, which is up from $5,900 in the previous 
year.  Additionally, community schools in Ohio will be allocated a small amount of facilities funding which 
is also per pupil based.  This amount is projected to be approximately $200 per pupil. 
 
The full-time equivalent enrollment of the School for the year ended June 30, 2017 was 296 compared to 
a figure of 290 at the end of fiscal year 2016. 
 
Overall, the School will continue to provide learning opportunities and apply resources to best meet the 
needs of the students served.  
 

CONTACTING THE SCHOOL’S FINANCIAL MANAGEMENT 
 
This financial report is designed to provide our citizen’s, taxpayers, investors and creditors with a general 
overview of the School’s finances and to demonstrate accountability for the money it receives. If you have 
questions about this report or need additional information contact the School’s Fiscal Officer, C. David 
Massa, CPA, of Massa Financial Solutions, LLC, 14405 St. Clair Avenue., Cleveland, Ohio 44110
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LAKE ERIE PREPARATORY SCHOOL 
CUYAHOGA COUNTY, OHIO 

 
                                                              Statement of Net Position 

                                                          At June 30, 2017 

 

 
Assets:

Current Assets:

    Cash and Cash Equivalents 34,268$            

    Accounts Receivable 92,915

    Other Assets 4,552

      Total Current Assets 131,735

Noncurrent Assets:

  Capital Assets, net of Accumulated Depreciation 4,420

4,420

Total Assets 136,155            

Deferred Outflows of Resources 1,317,414         

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 335,592            

    Withholdings Payable 17,801               

    Accrued Expenses 368,587            

    Current Portion of Debt 15,898               

    Advances Payable 633,900            

       Total Current Liabilities 1,371,778         

Noncurrent Liabilities:

  Net Pension Liability 3,603,960

  Noncurrent Portion of Long-term Debt 169,253

    Total Noncurrent Liabilities 3,773,213

       Total Liabilities 5,144,991

Deferred Inflows of Resources 434,696

Net Position:

  Investment in Capital Assets 4,420

  Unrestricted Net Position (4,130,538)

  Total Net Position (4,126,118)$     

See Accompanying Notes to the Basic Financial Statements
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Operating Revenues:

  State Aid 2,501,168$       

  Miscellaneous 3,538

    Total Operating Revenues 2,504,706

Operating Expenses:

  Salaries 1,180,626         

  Fringe Benefits 273,421            

  Fringe Benefits - GASB 68 253,125            

  Purchased Services 1,837,978

  Depreciation 8,493

  Supplies 142,812

  Other Operating Expenses 11,148

    Total Operating Expenses 3,707,603

Operating Loss (1,202,897)

Non-Operating Revenues and (Expenses):

  Federal Grants 538,023

  Debt Forgiveness 203,604            

  Interest Expense (108,695)           

    Net Non-operating Revenues and (Expenses) 632,932

Change in Net Position (569,965)           

Net Position Beginning of Year (3,556,153)        

Net Position End of Year (4,126,118)$     

See Accompanying Notes to the Basic Financial Statements  
 
 
 

LAKE ERIE PREPARATORY SCHOOL 
CUYAHOGA COUNTY, OHIO 

Statement of Revenues, 
 

                                                     Expenses and Changes in Net Position 
 

For the Fiscal Year Ended June 30, 2017 

 
 

Attachment 26: Audited Financial Statements Page 3656



13 
  

 
 

  
LAKE ERIE PREPARATORY SCHOOL 

CUYAHOGA COUNTY, OHIO 

  
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2017 

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 2,514,407$       

Other Operating Receipts 11,038               

Cash Payments to Suppliers for Goods and Services (1,489,824)        

Cash Payments to Employees for Services (1,180,626)        

Cash Payments for Employee Benefits (299,705)           

Net Cash Used For Operating Activities (444,710)           

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Federal and State Grant Receipts 549,622            

Charter School Capital Advances 1,893,800         

Charter School Capital Cost of Funding (108,695)           

Charter School Capital Redemptions (1,853,900)        

Note Payable Principal Payments (1,849)                

Net Cash Provided By Noncapital Financing Activities 478,978            

Net Increase in Cash and Cash Equivalents 34,268               

Cash and Cash Equivalents - Beginning of the Year -                     

Cash and Cash Equivalents - Ending of the Year 34,268$            

 
 
 
 
 
 
 
 
 
 
 
 
 

 
(Continued) 
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LAKE ERIE PREPARATORY SCHOOL - CUYAHOGA COUNTY, OHIO  
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2017 

(Continued) 
 

Reconciliation of Operating Loss to Net Cash Used For Operating Activities

Operating Loss (1,202,897)$     

Adjustments to Reconcile Operating Loss to Net Cash Used For Operating Activities

Depreciation 8,493                 

Changes in Assets, Liabilities, and Deferred Inflows and Outflows:

(Increase)/Decrease in Receivables 8,992                 

(Increase)/ Decrease in Deferred Outflows (33,560)             

Increase/ (Decrease) in Deferred Inflows 201,684            

Increase/ (Decrease) in Net Pension Liability 85,001               

(Increase)/Decrease in Other Assets (4,552)                

Increase/(Decrease) in Accounts Payable, Trade 294,964            

Increase/(Decrease) in Accrued Expenses 195,274            

Increase/(Decrease) in Withholding Payable 1,891                 

Net Cash Used For Operating Activities (444,710)$         

 
 
Non-Cash Transaction: During the fiscal year ended June 30, 2017, the School received a one-time debt 
forgiveness in the amount of $63,953 from I CAN Schools and $139,651 for other vendors. This forgiveness 
was applied against open obligations of the School that were owed to I CAN Schools and the other 
vendors. 
 
 
See Accompanying Notes to the Basic Financial Statements 

Attachment 26: Audited Financial Statements Page 3658



LAKE ERIE PREPARATORY SCHOOL 
CUYAHOGA COUNTY, OHIO 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS  
FOR THE YEAR ENDED JUNE 30, 2017 

 

15 

NOTE 1 - DESCRIPTION OF THE ENTITY 
 
The Lake Erie Preparatory School, (the School) is a nonprofit corporation established pursuant to Ohio 
Revised Code Chapters 3314 and 1702.  The School’s mission is to provide an orderly and supportive 
environment whereby students experience preparations for college, career and life. The School operates 
on a foundation, which fosters character building for all students, parents and staff members.  The School, 
which is part of the State’s education program, is independent of any school district and is nonsectarian 
in its programs, admission policies, employment practices, and all other operations.  The School may 
acquire facilities as needed and contract for any services necessary for the operation of the School. 

 
The School was approved for operation under a contract with Ohio Council of Community Schools 
(“OCCS”) (the Sponsor) for a five-year period commencing on July 1, 2012. Subsequent to year-end, the 
contract was renewed for an additional five-year period. The Sponsor is responsible for evaluating the 
performance of the School and has the authority to deny renewal of the contract at its expiration or 
terminate the contract prior to its expiration.  

 
The School operates under the direction of a Board of Directors (the Board).  The Board is responsible for 
carrying out the provisions of the contract which include, but are not limited to, state mandated provisions 
regarding student populations, curriculum, academic goals, performance standards, admissions 
standards, and qualifications of teachers.  The Board controls the School’s instructional and administrative 
staff. 
 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The basic financial statements of the School have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental nonprofit organizations.  The Governmental 
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental 
accounting and financial reporting principles. The more significant of the School’s accounting policies are 
described below. 
 
Basis of Presentation - The School’s basic financial statements consist of a Statement of Net Position, a 
Statement of Revenue, Expenses and Change in Net Position, and a Statement of Cash Flows. Enterprise 
fund reporting focuses on the determination of the changes Net Position, financial position and cash 
flows. 

 
The Government Accounting Standards Board identifies the presentation of all financial activity to be 
reported within one enterprise fund for year-ending reporting purposes.  Enterprise accounting is used to 
account for operations that are financed and operated in a manner similar to private business enterprise 
where the intent is that the cost (expense) of providing goods and services to the general public on a 
continuing basis be financed or recovered primarily through user charges. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Measurement Focus and Basis of Accounting - The accounting and financial reporting treatment is 
determined by measurement focus. Enterprise accounting uses a flow of economic resources 
measurement focus. Under this measurement focus, all assets, all deferred outflows of resources, all 
liabilities, and all deferred inflows of resources are included on the Statement of Net Position. The 
Statement of Revenues, Expenses and Changes in Net Position presents increases (e.g., revenues) and 
decreases (e.g., expenses) in total Net Position. 
 
The accounting and financial reporting treatment is determined by measurement focus. Enterprise 
accounting uses a flow of economic resources measurement focus. Under this measurement focus, all 
assets, all deferred outflows of resources, all liabilities, and all deferred inflows of resources are included 
on the Statement of Net Position. The Statement of Revenues, Expenses and Changes in Net Position 
presents increases (e.g., revenues) and decreases (e.g., expenses) in total Net Position. 
 
Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported in 
the financial statements.  The accrual basis of accounting is used for reporting purposes.  Revenues are 
recognized when they are earned, and expenses are recognized when they are incurred.  
 
Budgetary Process - Unlike other public schools located in the state of Ohio, community schools are not 
required to follow budgetary provisions set forth in Ohio Revised Code Chapter 5705 (with the exception 
section 5705.391 – Five Year Forecasts), unless specifically provided for in the School’s sponsorship 
agreement. The contract between the School and its Sponsor requires a detailed budget for each year of 
the contract. 

       
Cash and Cash Equivalents - Cash received by the School is reflected as “Cash and Cash Equivalents” on 
the Statement of Net Position.  The School did not have any investments during the period ended June 
30, 2017. 
      
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from these estimates. 
 
Acquisition and Depreciation - Capital assets are capitalized at cost. Donated Capital Assets are recorded 
at their acquisition values as of the date received. The costs of additions are capitalized and expenditures 
for repairs and maintenance are expensed when incurred.  When property is sold or retired, the related 
costs and accumulated depreciation are removed from the financial records and any gain or loss is 
included in additions to or deductions from Net Position. Capital assets were $4,420, as of June 30, 2017, 
net of accumulated depreciation. Depreciation of capital assets is calculated utilizing the straight-line 
method over the estimated useful lives of the assets which are as follows: 

  
 

Asset Class     Useful Life 
Computers & Technology Assets  3 years 

 Furniture, Fixtures, & Equipment               5 years 
       Textbooks     3 years       
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

Acquisition and Depreciation (continued) 
 
The School’s policy for asset capitalization threshold is $5,000. Assets or certain asset groups not meeting 
the capitalization threshold are not capitalized and are not included in the assets represented in the 
accompanying Statement of Net Position. 

 
Intergovernmental Revenues - The School currently participates in the State Foundation Program. 
Revenues received from this program are recognized as operating revenues in the accounting period in 
which all eligibility requirements have been met. 

 
Grants and entitlements are recognized as non-operating revenues in the accounting period in which 
eligibility requirements have been met. 
 
Intergovernmental Revenues (continued) 
 
Eligibility requirements include timing requirements, which specify the year when the resources are 
required to be used or the fiscal year when use is first permitted, matching requirements, in which the 
School must provide local resources to be used for a specified purpose, and expenditure requirements, in 
which the resources are provided to the School on a reimbursement basis. 

 
The School also participates in various federal programs passed through the Ohio Department of 
Education. 

 
Under the above programs the School recorded $2,501,168 this fiscal year from the Foundation Program 
and Casino Tax Revenue and $538,023 from Federal Grants and other intergovernmental sources. 
 
Compensated Absences - Vacation is taken in a manner which corresponds with the school calendar; 
therefore, the School does not accrue vacation time as a liability. 

 
Sick/personal leave benefits are earned by full-time employees at the rate of ten days per year and cannot 
be carried into the subsequent years.  No accrual for sick time is made since unused time is not paid to 
employees upon employment termination. 
 
Accrued Liabilities - Obligations incurred but unpaid at June 30 are reported as accrued liabilities in the 
accompanying financial statements.  These liabilities consisted of Accounts Payable, Accrued Expenses, 
Advances Payable, Notes Payable, and Withholdings Payable totaling $1,541,031 at June 30, 2017 of which 

$1,371,778 is considered current. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Exchange and Non-Exchange Transactions - Revenue resulting from exchange transactions, in which each 
party gives and receives essentially equal value, is recorded on the accrual basis when the exchange takes 
place. Non-exchange transactions, in which the School receives value without directly giving equal value 
in return, include grants, entitlements and donations.  Revenue from grants, entitlements and donations 
is recognized in the fiscal year in which all eligibility requirements have been satisfied.  Eligibility 
requirements include timing requirements, which specify the year when the resources are required to be 
used or the fiscal year when use is first permitted, matching requirements, in which the School must 
provide local resources to be used for a specified purpose, and expenditures requirements, in which the 
resources are provided to the School on a reimbursement basis. 
 
Deferred Inflows and Deferred Outflows of Resources - In addition to assets, the statements of net 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of resources represent a consumption of net position that applies to future periods and will not be 
recognized as an outflow of resources (expense/expenditure) until then. For the School, deferred outflows 
of resources are reported on the statement of net position for pension. The deferred outflows of 
resources related to pension are explained in Note 9. 

 
In addition to liabilities, the statements of net position reports a separate section for deferred inflows of 
resources. Deferred inflows of resources represent an acquisition of net position that applies to future 
periods and will not be recognized until that time. These amounts have been recorded as a deferred inflow 
on the statement of net position. These amounts are deferred and recognized as an inflow of resources 
in the period the amounts become available. Deferred inflows of resources related to pension are 
reported on the statement of net position. (See Note 9) 
 
Net Position - Net position represents the difference between assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources. Net Position is reported as restricted when there are 
limitations imposed on their use through external restriction imposed by creditors, grantors, or laws and 
regulations of other governments.  The School applies restricted resources when an expense is incurred 
for purposes for which both restricted and unrestricted Net Position are available. Net Position invested 
in capital assets consist of capital assets, net of accumulated depreciation, reduced by the outstanding 
balances of any borrowings used for the acquisition, construction, or improvement of those assets. 

 
Operating and Non-Operating Revenues and Expenses - Operating revenues are those revenues that are 
generated directly from the primary activities of the School.  For the School, these revenues are primarily 
the State Foundation program.  Operating expenses are necessary costs incurred to provide the good or 
service that is the primary activity of the School.  All revenues and expenses not meeting this definition 
are reported as non-operating.   

 
Non-operating revenues are those revenues that are not generated directly from the primary activities of 
the School.  Various federal and state grants, interest earnings, if any, and other miscellaneous revenues 
comprise the non-operating revenues of the School.  Interest and fiscal charges on outstanding 
obligations, as well as gain or loss on capital asset disposals, if any comprise the non-operating expenses. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Implementation of New Accounting Principles - For the fiscal year ended June 30, 2017, the School has 
implemented Governmental Accounting Standards Board (GASB) Statement No. 77, Tax Abatement 
Disclosures, GASB Statement No. 78, Pensions Provided through Certain Multiple-Employer Defined 
Benefit Pension Plans, GASB Statement No. 80, Blending Requirements for Certain Component Units - an 
amendment of GASB Statement No. 14 and GASB Statement No. 82, Pension Issues - an amendment of 
GASB Statements No. 67, No. 68, and No. 73. 
 
GASB Statement No. 77 requires disclosure of tax abatement information about (1) a reporting 
government’s own tax abatement agreements and (2) those that are entered into by other governments  
and that reduce the reporting government’s tax revenues. The implementation of GASB Statement No. 
77 did not have an effect on the financial statements of the School.  

 
GASB Statement No. 78 amends the scope of GASB Statement No. 68 to exclude certain multiple-employer 
defined benefit pension plans provided to employees of state and local governments on the basis that 
obtaining the measurements and other information required by GASB Statement No. 68 was not feasible. 
The implementation of GASB Statement No. 78 did not have an effect on the financial statements of the 
School. 
 
GASB Statement No. 80 amends the blending requirements for the financial statement presentation of 
component units of all state and local governments. The additional criterion requires blending of a 
component unit incorporated as a not-for-profit corporation in which the primary government is the sole 
corporate member. The implementation of GASB Statement No. 80 did not have an effect on the financial 
statements of the School. 
 
GASB Statement No. 82 improves consistency in the application of pension accounting. These changes 
were incorporated in the School’s fiscal year 2017 financial statements; however, there was no effect on 
beginning net position. 
 
Pensions - For purposes of measuring the net pension liability, deferred outflows of resources and 
deferred inflows of resources related to pensions and pension expense, information about the fiduciary 
net position of the pension plans and additions to/deletions from their fiduciary net positon have been 
determined on the same basis as they are reported by the pension systems. For this purpose, benefit 
payments (including refunds of employee contributions) are recognized when due and payable in 
accordance with the benefit terms. The pension systems report investments at fair value. 
 

NOTE 3 - CASH AND CASH EQUIVALENTS 
 
The following information classifies deposits by category of risk as defined in GASB Statement No.3 
“Deposits with Financial Institutions, Investments (including Repurchase Agreements) and Reverse 
Repurchase Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk 
Disclosures”. 

 
The School maintains its cash balances at one financial institution, PNC Bank, located in Ohio. The balances 
are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account.  
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NOTE 3 – CASH AND CASH EQUIVALENTS (continued) 
 
At June 30, 2017, the book amount of the School’s deposits was $34,268 and the bank balance was 
$46,583.  

 
The School had no deposit policy for custodial risk beyond the requirement of state statute. Ohio law 
requires that deposits either be insured or be protected by eligible securities pledged to and deposited 
either with the School or a qualified trustee by the financial institution as security for repayment or by a 
collateral pool of eligible securities deposited with a qualified trustee to secure repayment of all public  
monies deposited in the financial institution whose market value shall be at least 105% of deposits being 
secured. At June 30, 2017, none of the bank balance was exposed to custodial credit risk. 
 

NOTE 4 - RECEIVABLES 
 
The School has accounts receivables totaling $80,669 at June 30, 2017. These receivables represented 
monies earned, but not received as of year-end. The School also had receivables totaling $12,246 at June 
30, 2017.  These receivables represented monies earned from the State Aid Foundation and Medicare but 
not received as of year-end. All receivables are expected to be collected within one year. 
 

NOTE 5 - CAPITAL ASSETS  
 
For the period ending June 30, 2017, the School’s capital assets consisted of the following: 
 

   

Balance    
06/30/16  Additions  Deletions  

Balance  
06/30/17 

 Capital Assets:         

  Computers & Technology Assets   $    332,957       $           -    $               -    $    332,957     

  Furniture, Fixtures, & Equipment       42,464  -  -       42,464 

  Textbooks       40,397   -  -       40,397  

 Total Capital Assets     415,818           -               -      415,818 
          

 Less Accumulated Depreciation:         

  Computers & Technology Assets     (332,957)  -  -     (332,957) 

  Furniture, Fixtures, & Equipment      (29,551)  (8,493)  -      (38,044) 

  Textbooks      (40,397)  -  -      (40,397) 

 Total Accumulated Depreciation    (402,905)        (8,493)                   -     (411,398) 

 Capital Assets, Net   $      12,913      $  (8,493)     $              -     $      4,420   
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NOTE 6 - ADVANCES PAYABLE 
 
During the fiscal year ending 2017, the School received working capital advances from Charter School 
Capital through a receivables purchase agreement. As the School receives its monthly State funding, 
these advances are repaid, however, the School may elect to receive future advances from Charter 
School Capital by entering into additional agreements.  

 
The total amount of advances payable outstanding from Charter School Capital at June 30, 2017 was 
$633,900.  Total interest expense for the year was $108,695. The activity for the year is reflected as 
follows: 

 

NOTE 6 - ADVANCES PAYABLE (continued) 
 

  Balance      Balance 

  July 1, 2016  Additions  Reductions  June 30, 2017 

     $ 594,000  $  1,893,800         $  (1,853,900)         $      633,900 

 
 

NOTE 7 – LONG-TERM OBLIGATIONS AND NOTES PAYABLE 
 
The changes in the School’s long-term obligations during fiscal year 2017 were as follows: 
 

           Due 

  Balance      Balance  Within 

  06/30/16  Additions  Reductions  06/30/17  One Year 

Net Pension Liability:           
STRS  $3,001,571   $239,755  $               -  $   3,241,326  $                -             
SERS  517,388    (154,754)  362,634                    -  

Total Net Pension Liability  3,518,959  239,755  (154,754)  3,603,960 
                          

- 

           
Notes Payable  187,000  -  (1,849)  185,151  15,898 

           
Total Long-Term 
Obligations  $3,705,959      $239,755  $(156,603)        $ 3,789,111 

 
$    15,898 

 
The School had notes payable totaling $187,000 which were converted on June 30, 2016 from advances 
payable. The note is from Northeast Ohio College Preparatory School at June 30,2017. The note began 
on June 30, 2016 and matures on June 30, 2026. The annual interest rate is 3.5%. Principal paid was 
$1,849 during 2017. 
 
Future obligations under the note are as follows: 
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NOTE 7 – LONG-TERM OBLIGATIONS AND NOTES PAYABLE (continued) 
 

Fiscal Year Ending    
June 30   Amount 

2018   $          22,190 
2019   22,190 
2020   22,190 
2021  22,190 
2022  22,190 

2023-2026                 88,760 

Total minimum payments   199,710 

Less: amount representing interest   (14,559) 

Principal amount of future payments   $    185,151 

 
NOTE 8 - RISK MANAGEMENT 

 
Property & Liability - The School is exposed to various risks of loss related to torts; theft of, damage to, 
and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  During the 
fiscal year ending June 30, 2017, the School contracted with Cincinnati Insurance Company for general 
liability insurance with a $1,000,000 each occurrence/ $2,000,000 annual aggregate, as well as, an 
umbrella policy with a $10,000,000 aggregate limit.  The School also had a $1,000,000 School Leaders 
policy in place through National Union Fire Insurance. There were no settlements in excess of insurance 
coverage over the past 3 years, nor was there a significant reduction in coverage from the prior year. 

 
Workers’ Compensation - The School pays the State Worker’s Compensation System a premium for 
employee injury coverage.  The premium is calculated by multiplying the monthly total gross payroll by a 
factor that is calculated by the State.  

 
Employee Medical and Dental Benefits - The School provides medical, vision, and dental insurance 
benefits through Anthem to all full-time employees. During the School year, the School paid 90% of the 
monthly premiums for all employees. 

 

NOTE 9 - DEFINED BENEFIT PENSIONS PLANS 
  

Net Pension Liability - The net pension liability reported on the statement of net position represents a 
liability to employees for pensions. Pensions are a component of exchange transactions—between an 
employer and its employees—of salaries and benefits for employee services.  Pensions are provided to an 
employee—on a deferred-payment basis—as part of the total compensation package offered by an 
employer for employee services each financial period.  The obligation to sacrifice resources for pensions 
is a present obligation because it was created as a result of employment exchanges that already have 
occurred. 
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Net Pension Liability (continued) 
 
The net pension liability represents the School’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   
 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which pensions are financed; however, the School 
does receive the benefit of employees’ services in exchange for compensation including pension.  
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State legislature.  Any resulting legislative change to benefits or funding could  
significantly affect the net pension liability.  Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability 
on the accrual basis of accounting.  Any liability for the contractually-required pension contribution 
outstanding at the end of the year is included in withholding payable on the accrual basis of accounting.   

    
School Employees Retirement System (SERS) 
 
Plan Description – School non-teaching employees participate in SERS, a cost-sharing multiple-employer 
defined benefit pension plan administered by SERS.  SERS provides retirement, disability and survivor 
benefits, annual cost-of-living adjustments, and death benefits to plan members and beneficiaries.  
Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  SERS issues a 
publicly available, stand-alone financial report that includes financial statements, required supplementary 
information and detailed information about SERS’ fiduciary net position.  That report can be obtained by 

visiting the SERS website at www.ohsers.org under Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
School Employees Retirement System (SERS) – (continued) 
 

 
 

Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
One year after an effective benefit date, a benefit recipient is entitled to a three percent cost-of-living 
adjustment (COLA).  This same COLA is added each year to the base benefit amount on the anniversary 
date of the benefit. 

 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the School is required to contribute 14 percent of annual covered payroll.  The contribution requirements 
of plan members and employers are established and may be amended by the SERS’ Retirement Board up 
to statutory maximum amounts of 10 percent for plan members and 14 percent for employers.  The 
Retirement Board, acting with the advice of the actuary, allocates the employer contribution rate among 
four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care 
Fund).  For the fiscal year ended June 30, 2017, the allocation to pension, death benefits, and Medicare B 
was 14 percent.  SERS did not allocate any employer contributions to the Health Care Fund for fiscal year 
2017. 
 
The School’s contractually required contribution to SERS was $24,071 for fiscal year 2017.   
 
State Teachers Retirement System (STRS) 
 
Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org. 
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
State Teachers Retirement System (STRS) – (continued) 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307.  
The DB plan offers an annual retirement allowance based on final average salary multiplied by a 
percentage that varies based on years of service.  Effective August 1, 2015, the calculation was 2.2 percent 
of final average salary for the five highest years of earnings multiplied by all years of service. Members 
are eligible to retire at age 60 with five years of qualifying service credit, or at age 55 with 26 years of 
service, or 31 years of service regardless of age.  Eligibility changes will be phased in until August 1, 2026, 
when retirement eligibility for unreduced benefits will be five years of service credit and age 65, or 35 
years of service credit and at least age 60. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination 
of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
Member contributions to the DC Plan are allocated among investment choices by the member, and 
contributions to the DB Plan from the employer and the member are used to fund the defined benefit 
payment at a reduced level from the regular DB Plan. The defined benefit portion of the Combined Plan 
payment is payable to a member on or after age 60 with five years of service. The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity 
after termination of employment at age 50 or later. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another STRS plan.  The optional annuitization of a member’s defined contribution account or the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of investment gain or loss on the account.  STRS has therefore included all three plan 
options as one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance.  
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
State Teachers Retirement System (STRS) – (continued) 
 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2017, plan members were required to contribute 14 percent of their annual covered salary. The School 
was required to contribute 14 percent; the entire 14 percent was the portion used to fund pension 
obligations.  The fiscal year 2017 contribution rates were equal to the statutory maximum rates. 
 
The School’s contractually required contribution to STRS was $154,717 for fiscal year 2017.   
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 

Resources Related to Pensions - The net pension liability was measured as of July 1 2016, and the total 
pension liability used to calculate the net pension liability was determined by an independent actuarial 
valuation as of that date. The School's employer allocation percentage of the net pension liability was 
based on the employer’s share of employer contributions in the pension plan relative to the total 
employer contributions of all participating employers. Following is information related to the 
proportionate share and pension expense: 
 

 
 

Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, changes in assumptions and changes in the School’s proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods. The difference between projected and actual investment 
earnings is recognized in pension expense using a straight-line method over a five year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight-line method. Employer 
contributions to the pension plan subsequent to the measurement date are also required to be reported 
as a deferred outflow of resources.  
 
 
 
 
 

STRS SERS Total

Proportionate Share of the Net 

  Pension Liability 3,241,326$          362,634$            3,603,960$         

Proportion of the Net Pension Liability:

Current Measurement Date 0.00968340% 0.00495465%

Prior Measurement Date 0.01086067% 0.00906729%

Change in Proportionate Share (0.00117727%) (0.00411264%)

Pension Expense 409,107$             22,805$             431,912$           
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions (continued) 
 
At June 30, 2017, the School reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources: 
 

 
 
$178,788 reported as deferred outflows of resources related to pension resulting from School 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2018.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to pension will be recognized in pension expense as follows: 
 

 

 
 
 
 
 
 
 

STRS SERS Total

Deferred Outflows of Resources

Differences between Expected and 

  Actual Experience 130,965$             4,891$               135,856$           

Net Difference between Projected and 

  Actual Earnings on Pension Plan Investments 269,118 29,911 299,029

Changes of Assumptions 0 24,208 24,208

Changes in Proportion and Differences between 

  School Contributions and Proportionate  

  Share of Contributions 575,552 103,981 679,533

School Contributions Subsequent to the 

  Measurement Date 154,717 24,071 178,788

Total Deferred Outflows of Resources 1,130,352$          187,062$            1,317,414$         

Deferred Inflows of Resources

Changes in Proportion and Differences between 

  School Contributions and Proportionate  

  Share of Contributions 261,580$             173,116$            434,696$           

STRS SERS Total

Fiscal Year Ending June 30:

2018 235,243$             (62)$                   235,181$           

2019 235,245 (86) 235,159

2020 202,182 (18,577) 183,605

2021 41,385 8,600 49,985

714,055$             (10,125)$            703,930$           
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 

Actuarial Assumptions – SERS - SERS’ total pension liability was determined by their actuaries in 
accordance with GASB Statement No. 67, as part of their annual actuarial valuation for each defined 
benefit retirement plan.  Actuarial valuations of an ongoing plan involve estimates of the value of reported 
amounts (e.g., salaries, credited service) and assumptions about the probability of occurrence of events 
far into the future (e.g., mortality, disabilities, retirements, employment termination).  Actuarially 
determined amounts are subject to continual review and potential modifications, as actual results are 
compared with past expectations and new estimates are made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point.  The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.   

 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant.  In many cases actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2016, are presented below: 
 

 
 

Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection and a five year age set-back for both males and females.  Mortality among 
service retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection with Scale BB, 120 percent of male rates and 110 percent of female rates.  
Mortality among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 percent 
for male rates and 100 percent for female rates, set back five years is used for the period after disability 
retirement.  
 
The actuarial assumptions used in the June 30, 2016 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, payroll 
growth assumption and assumed real wage growth were reduced in the June 30, 2016 actuarial valuation.  
The rates of withdrawal, retirement and disability updated to reflect recent experience and mortality rates 
were also updated. 
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS (continued) 
 
The long-term return expectation for the Pension Plan Investments has been determined by using a 
building-block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating an arithmetic weighted average of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the expected return from rebalancing uncorrelated asset classes. The target allocation and best estimates 
of arithmetic real rates of return for each major asset class are summarized in the following table: 
 

 
 

Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute.  Projected inflows from investment earnings were calculated using the long-term assumed 
investment rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of projected 
benefits to determine the total pension liability.   
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the School’s proportionate share of the net pension liability calculated using 
the discount rate of 7.50 percent, as well as what each plan’s net pension liability would be if it were 
calculated using a discount rate that is one percentage point lower (6.50 percent), or one percentage 
point higher (8.50 percent) than the current rate. 

 

 
 

 

1% Decrease

(6.50%)

Current 

Discount Rate

(7.50%)

1% Increase 

(8.50%)

School's Proportionate Share

  of the Net Pension Liability 480,106$             362,634$            264,307$           
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 

Actuarial Assumptions – STRS - The total pension liability in the June 30, 2016, actuarial valuation was 
determined using the following actuarial assumptions, applied to all periods included in the 
measurement:  

 

 
Mortality rates were based on the RP-2000 Combined Mortality Table (Projection 2022—Scale AA) for 
Males and Females.  Males’ ages are set-back two years through age 89 and no set-back for age 90 and 
above.  Females younger than age 80 are set back four years, one year set back from age 80 through 89 
and no set back from age 90 and above.   

 
Actuarial assumptions used in the June 30, 2016, valuation are based on the results of an actuarial 
experience study, effective July 1, 2012. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
 

 
 
*10-year annualized geometric nominal returns, which include the real rate of return and inflation of 2.50 
percent and does not include investment expenses. The total fund long-term expected return reflects 
diversification among the asset classes and therefore is not a weighted average return of the individual 
asset classes.  
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – STRS (continued) 
 
Discount Rate The discount rate used to measure the total pension liability was 7.75 percent as of June 
30, 2016. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate increases 
described above. For this purpose, only employer contributions that are intended to fund benefits of 
current plan members and their beneficiaries are included.  Projected employer contributions that are 
intended to fund the service costs of future plan members and their beneficiaries, as well as projected 
contributions from future plan members, are not included.  Based on those assumptions, STRS’ fiduciary 
net position was projected to be available to make all projected future benefit payments to current plan 
members as of June 30, 2016.  Therefore, the long-term expected rate of return on pension plan 
investments of 7.75 percent was applied to all periods of projected benefit payment to determine the 
total pension liability as of June 30, 2016. 

 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the School's proportionate share of the net pension liability as of June 
30, 2016, calculated using the current period discount rate assumption of 7.75 percent, as well as what 
the School's proportionate share of the net pension liability would be if it were calculated using a discount 
rate that is one-percentage-point lower (6.75 percent) or one-percentage-point higher (8.75 percent) than 
the current rate: 

 
 
Changes Between Measurement Date and Report Date  In March 2017, the STRS Board adopted certain 
assumption changes which will impact their annual actuarial valuation prepared as of June 30, 2017.  The 
most significant change is a reduction in the discount rate from 7.75 percent to 7.45 percent.  In April 
2017, the STRS Board voted to suspend cost of living adjustments granted on or after July 1, 
2017.  Although the exact amount of these changes is not known, the overall decrease to School’s net 
pension liability is expected to be significant.   

 
 
 
 
 
 
 
 
 
 
 
 
 

1% Decrease

(6.75%)

Current 

Discount Rate

(7.75%)

1% Increase 

(8.75%)

Academy's Proportionate Share

  of the Net Pension Liability 4,307,459$          3,241,326$         2,341,980$         
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NOTE 10 - POSTEMPLOYMENT BENEFITS 
 
School Employees Retirement System (SERS) 
 
Health Care Plan Description - The School contributes to the SERS Health Care Fund, administered by SERS 
for non-certificated retirees and their beneficiaries.  For GASB 45 purposes, this plan is considered a cost-
sharing, multiple-employer, defined benefit other postemployment benefit (OPEB) plan.  The Health Care 
Plan includes hospitalization and physicians’ fees through several types of plans including HMO’s, PPO’s, 
Medicare Advantage, and traditional indemnity plans as well as a prescription drug program. The financial 
report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be obtained 
on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Health care is financed through a combination of employer contributions and 
retiree premiums, copays and deductibles on covered health care expenses, investment returns, and any 
funds received as a result of SERS’ participation in Medicare programs. Active employee members do not 
contribute to the Health Care Plan.  Retirees and their beneficiaries are required to pay a health care 
premium that varies depending on the plan selected, the number of qualified years of service, Medicare 
eligibility and retirement status. 
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required basic benefits, the Retirement Board 
allocates the remainder of the employer contribution of 14 percent of covered payroll to the Health Care 
Fund. For fiscal year 2017, SERS did not allocate any employer contributions to the Health Care fund.   In 
addition, employers pay a surcharge for employees earning less than an actuarially determined minimum 
compensation amount, pro-rated according to service credit earned. For fiscal year 2017, this amount was 
$23,500.  Statutes provide that no employer shall pay a health care surcharge greater than 2 percent of 
that employer’s SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the 
total statewide SERS-covered payroll for the health care surcharge. For fiscal year 2017, the School’s 
surcharge obligation was $1,816. 

  
For fiscal years 2016 and 2017, SERS did not allocate employer contributions to the Health Care fund.  The 
School’s contributions for health care for the fiscal year ended June 30, 2015, was $1,572. The full amount 
has been contributed for fiscal year 2015. 
 
State Teachers Retirement System (STRS) 

 
Plan Description – The School participates in the cost-sharing multiple-employer defined benefit Health 
Plan administered by the State Teachers Retirement System of Ohio (STRS) for eligible retirees who 
participated in the defined benefit or combined pension plans offered by STRS.  Ohio law authorizes STRS 
to offer this plan.  Benefits include hospitalization, physicians’ fees, prescription drugs and reimbursement 
of monthly Medicare Part B premiums.  The Plan is included in the report of STRS which can be obtained 
by visiting www.strsoh.org or by calling (888) 227-7877. 
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NOTE 10 - POSTEMPLOYMENT BENEFITS (continued) 
 
State Teachers Retirement System (STRS) – (continued) 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS Ohio to offer the Plan and gives the 
Retirement Board authority over how much, if any, of the health care costs will be absorbed by STRS.  
Active employee members do not contribute to the Health Care Plan.  All benefit recipients, for the most 
recent year, pay a monthly premium.  Under Ohio law, funding for post-employment health care may be 
deducted from employer contributions.  For fiscal years 2017, 2016 and 2015, STRS did not allocate any 
employer contributions to post-employment health care; therefore, the School did not contribute to 
health care in the last three fiscal years. 

 
NOTE 11 - CONTINGENCIES  

 
Grants - The School received financial assistance from federal and state agencies in the form of grants.  
Amounts received from grantor agencies are subject to audit and adjustment by the grantor.  Any 
disallowed costs may require refunding to the grantor.  Amounts which may be disallowed, if any, are not 
presently determinable.  However, in the opinion of the School, any such adjustments will not have a 
material adverse effect on the financial position of the School.  

 
Litigation - There are currently no matters in litigation with the School as defendant. 

 
Full-time Equivalency - School foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  

 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE did not perform such a review on the School for fiscal year 2017.  

 
As of the date of this report, all ODE adjustments through fiscal year 2017 have been completed. In 
addition, the School’s contracts with their Sponsor and Management Company require payment based on 
revenues received from the State. A reconciliation between payments previously made and the FTE 
adjustments have taken place with these contracts.  
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NOTE 12 - SPONSOR CONTRACT 
 

The School contracted with Ohio Council of Community Schools (OCCS) as its sponsor and oversight 
services as required by law.  Sponsorship fees are calculated as a 2.25% of state funds received by the 
School from the State of Ohio. For the fiscal year ended June 30, 2017, the total sponsorship fees paid 
totaled $56,469.  

 

NOTE 13 - MANAGEMENT CONTRACT AND DEBT FORGIVENESS 
 
The School entered into an agreement with I CAN Schools, a local nonprofit management company, to 
provide legal, financial, and other management support services for fiscal year 2017. The agreement was 
for a period of five years beginning July 1, 2013. Management fees are calculated as 18% of the total 
revenues received from the State of Ohio. The total amount due from the School for the fiscal year ending 
June 30, 2017 was $545,585 and is included under “Purchased Services” on the Statement of Revenues, 
Expenses and Changes in Net Position. 
 
The School terminated their management agreement with I CAN Schools on March 2, 2017 and entered 
into a new agreement with ACCEL Schools effective May 1, 2017 through June 30, 2027. Management 
fees are to be calculated as 18% of the total revenues received from the State of Ohio. $104,200 in AP 
was accrued under this new agreement as of June 30, 2017. 
 
At the end of the fiscal year, I CAN Schools provided debt forgiveness in the amount of $63,953. This 
forgiveness was applied against open obligations of the School that were owed to I CAN Schools. During 
the fiscal year the School also received a total of $139,651 in debt forgiveness from other vendors that 
was applied against open obligations to those vendors.  
 

NOTE 14 - PURCHASED SERVICES 
 

For the period of July 1, 2016 through June 30, 2017, the School made the following purchased services 
commitments. 
 

      
Professional and Technical Services   $   808,094   
Property Services                394,929   
Utilities    64,478        
Communications    31,724         
Contractual Trade Services      177,564  
Pupil Transportation            361,189   

     $ 1,837,978   
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NOTE 15 - LEASE OBLIGATIONS 
  

On December 21, 2015, the School entered into a lease with the AEP Charter Lake Erie, LLC for 51,560 
square feet of space located at 14405 St Clair Avenue in Cleveland, Ohio.  The term of the lease is for a 
period of ten years.   
 
Base rent expense for the fiscal year ended 2017 was $274,928.  Future lease obligations are as follows: 
 

FY2018 $    283,175  

FY2019       291,670  

FY2020       300,420  
FY2021       309,433  

FY 2022       318,716  

FY2023-25    1,014,671  

Total $ 2,518,085  

 

NOTE 16 - MANAGEMENT PLAN 
 
For fiscal year 2017, the School had a net position deficit of $(4,126,118). The School’s net deficit in fiscal 
year 2017 increased from the $(3,556,153) net deficit in fiscal 2016. Enrollment increased in fiscal year 
2017 to 296, up from 290 in fiscal year 2016.  The School’s ability to maintain a stable administrative and 
instructional team along with active advertising via print, radio, mailings and through referrals of current 
parents is anticipated to help produce the likelihood of future enrollment growth leading to surpluses and 
provide an opportunity for the school to recover from its prior deficits
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2017 2016 2015 2014

School's Proportion of the Net Pension Liability 0.00495465% 0.00906729% 0.00561452% 0.00561452%

School's Proportionate Share of the Net Pension Liability 362,634$       517,388$       284,148$       333,877$       

School's Covered-Employee Payroll 167,486$       123,100$       31,656$         32,000$         

School's Proportionate Share of the Net Pension Liability 216.52% 420.29% 897.51% 1043.32%

as a Percentage of its Covered-Employee Payroll

Plan Fiduciary Net Position as a Percentage of the 62.98% 69.16% 71.70% 65.52%

Total Pension Liability

(1) Information prior to 2014 is not available

Amounts presented as of the School's measurement date which is the prior fiscal year end.

 
 
Notes: 
School Employees Retirement System (SERS) 
 Changes of Benefit Terms: None. 

Changes of Assumptions: Amounts reported in 2017 reflect an adjustment of the rates of withdrawal, retirement and disability to more closely reflect actual 
experience and the expectation of retired life mortality was based on RP-2014 Blue Collar Mortality Tables and RP-2000 Disabled Mortality Table. The 
following reductions were also made to the actuarial assumptions: 

  
  . Discount rate from 7.75% to 7.50% 
  . Assumed rate of inflation from 3.25% to 3.00% 
  . Payroll growth assumption from 4.00% to 3.50% 
  . Assumed real wage growth from 0.75% to 0.50%
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2017 2016 2015 2014

School's Proportion of the Net Pension Liability 0.00968340% 0.01086067% 0.00909487% 0.00909487%

School's Proportionate Share of the Net Pension Liability 3,241,326$   3,001,571$   2,212,187$   2,635,143$   

School's Covered-Employee Payroll 1,068,557$   1,038,660$   883,184$      642,815$      

School's Proportionate Share of the Net Pension Liability 303.34% 288.98% 250.48% 409.94%

as a Percentage of its Covered-Employee Payroll

Plan Fiduciary Net Position as a Percentage of the 66.80% 72.10% 74.70% 69.30%

Total Pension Liability

(1) Information prior to 2014 is not available

Amounts presented as of the School's measurement date which is the prior fiscal year end.
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2017 2016 2015 2014 2013

Contractually Required Contribution 24,071$   23,448$   16,225$   4,388$    4,429$    

Contributions in Relation to the Contractually 

Required Contribution (24,071)$  (23,448)$  (16,225)$  (4,388)$   (4,429)$   

Contribution Deficiency (Excess) -$        -$        -$        -$       -$       

School's Covered-Employee Payroll 171,936$ 167,486$ 123,100$ 31,656$  32,000$  

Contributions as a Percentage of

Covered-Employee Payroll 14.00% 14.00% 13.18% 13.86% 13.84%

(1) Information prior to 2013 is not available.
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2017 2016 2015 2014 2013

Contractually Required Contribution 154,717$    149,598$    145,412$    114,814$    83,566$   

Contributions in Relation to the Contractually 

Required Contribution (154,717)$   (149,598)$   (145,412)$   (114,814)$   (83,566)$  

Contribution Deficiency (Excess) -$           -$           -$           -$           -$        

School's Covered-Employee Payroll 1,105,121$  1,068,557$  1,038,660$  883,184$    642,815$ 

Contributions as a Percentage of

Covered-Employee Payroll 14.00% 14.00% 14.00% 13.00% 13.00%

(1) Information prior to 2013 is not available.
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February 21, 2018 
 
To the Board of Trustees  
Lake Erie Preparatory School 
14405 St Clair Avenue 
Cleveland, Ohio 44110 
 

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 
and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the Lake Erie 
Preparatory School, Cuyahoga County, Ohio (the “School”) as of and for the year ended June 30, 2017, 
and the related notes to the financial statements, which collectively comprise the School’s basic financial 
statements, and have issued our report thereon dated February 21, 2018, in which we noted the School has 
suffered recurring losses from operations and has a net position deficit of $4,126,118, including the net 
effect of net pension liability and related accruals totaling $2,721,242, that raises substantial doubt about 
its ability to continue as a going concern.  
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School's internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate in 
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the School’s internal control. Accordingly, we 
do not express an opinion on the effectiveness of the School’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with 
governance.  
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified. 
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Lake Erie Preparatory School 
Independent Auditor’s Report on Internal Control over Financial Reporting and on  

Compliance and Other Matters Based on an Audit of Financial Statements  
Performed in Accordance with Government Auditing Standards 

Page 2 of 2 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 
results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 

 
 

 
Medina, Ohio 
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Board of Directors 
Lincoln Park Academy 
3185 W 41st Street 
Cleveland, Ohio  44109-1275 
 
 
We have reviewed the Independent Auditor’s Report of the Lincoln Park Academy, Cuyahoga 
County, prepared by Rea & Associates, Inc., for the audit period July 1, 2018 through June 30, 
2019.  Based upon this review, we have accepted these reports in lieu of the audit required by 
Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying financial 
statements and, accordingly, we are unable to express, and do not express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Lincoln Park Academy is responsible for 
compliance with these laws and regulations. 
 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
January 28, 2020  
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December 18, 2019 
 
To the Board of Directors 
Lincoln Park Academy 
Cuyahoga County, Ohio 
3185 West 41st Street 
Cleveland, Ohio 44109 
 

Independent Auditor's Report 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Lincoln Park Academy, Cuyahoga 
County, Ohio, (the “School”) as of and for the year ended June 30, 2019, and the related notes to the 
financial statements, which collectively comprise the School’s basic financial statements as listed in the 
table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the School’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the School’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating 
the appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
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Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the School, as of June 30, 2019, and the changes in its financial position and its cash 
flows for the year then ended in accordance with accounting principles generally accepted in the United 
States of America. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the School’s Proportionate Share of the Net Pension Liability, 
Schedule of the School’s Contributions-Pension, Schedule of the School’s Proportionate Share of the Net 
OPEB Liability/(Asset), and Schedule of the School’s Contributions-OPEB as listed in the table of 
contents be presented to supplement the basic financial statements. Such information, although not a part 
of the basic financial statements, is required by the Governmental Accounting Standards Board who 
considers it to be an essential part of financial reporting for placing the basic financial statements in an 
appropriate operational, economic, or historical context. We have applied certain limited procedures to 
the required supplementary information in accordance with auditing standards generally accepted in the 
United States of America, which consisted of inquiries of management about the methods of preparing the 
information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic 
financial statements. We do not express an opinion or provide any assurance on the information because 
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance. 
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated December 18, 
2019 on our consideration of the School’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the School’s internal control over financial reporting or on compliance. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards in considering the 
School’s internal control over financial reporting and compliance. 

             
              Cambridge, Ohio 
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The discussion and analysis of the Lincoln Park Academy’s (the School) financial performance provides 
an overall review of the School’s financial activities for the fiscal year ended June 30, 2019.  The intent of 
this discussion and analysis is to look at the School’s financial performance as a whole; readers should 
also review the basic financial statements and notes to the basic financial statements to enhance their 
understanding of the School’s financial performance.  
 
The Management’s Discussion and Analysis (MD&A) is an element of the reporting model adopted by 
the Governmental Accounting Standard Board (GASB) in their Statement No. 34 Basic Financial 
Statements – and Management’s Discussion and Analysis – for State and Local Governments issued 
June 1999.  Certain comparative information between the current year and the prior year is required to be 
presented in the MD&A.   
 
Financial Highlights 
 

• In total, net position decreased $62,972, which represents a 5 percent change from 2018. 
 
• Total assets increased $114,394 during 2019. 

 
• Total liabilities decreased $227,556 during 2019. 

 
The net pension liability (NPL) is the largest single liability reported by the School at June 30, 2019, and 
is reported pursuant to GASB Statement 68, Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27.   In a prior period, the School also adopted GASB Statement 75, 
Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions.  For reasons 
discussed below, many end users of this financial statement will gain a clearer understanding of the 
School’s actual financial condition by adding deferred inflows related to pension and OPEB, the net 
pension liability and the net OPEB liability to the reported net position and subtracting deferred outflows 
related to pension and OPEB and the net OPEB asset. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension/OPEB liability.  GASB 68 and GASB 75 take an 
earnings approach to pension and OPEB accounting; however, the nature of Ohio’s statewide 
pension/OPEB plans and state law governing those systems requires additional explanation in order to 
properly understand the information presented in these statements. 

 
GASB 68 and GASB 75 require the net pension liability and the net OPEB asset/liability to equal the 
School’s proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service.  

2 Minus plan assets available to pay these benefits. 
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GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, 
benefits, and the promise of a future pension and other postemployment benefits.  GASB noted that the 
unfunded portion of this promise is a present obligation of the government, part of a bargained-for benefit 
to the employee, and should accordingly be reported by the government as a liability since they received 
the benefit of the exchange.  However, the School is not responsible for certain key factors affecting the 
balance of these assets/liabilities.  In Ohio, the employee shares the obligation of funding pension benefits 
with the employer.  Both employer and employee contribution rates are capped by State statute.  A 
change in these caps requires action of both Houses of the General Assembly and approval of the 
Governor.  Benefit provisions are also determined by State statute.  The Ohio revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients.  The retirement 
systems may allocate a portion of the employer contributions to provide for these OPEB benefits. 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a 
specific, legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension/OPEB plan as against the public employer.  State law 
operates to mitigate/lessen the moral obligation of the public employer to the employee, because all 
parties enter the employment exchange with notice as to the law.  For STRS, the plan’s fiduciary net 
OPEB position was sufficient to cover the plan’s total OPEB liability resulting in a net OPEB asset for 
fiscal year 2019 that is allocated to each school based on its proportionate share. The retirement system is 
responsible for the administration of the pension and OPEB plans.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability reported by the retirement boards. As 
explained above, changes in benefits, contribution rates, and return on investments affect the balance of 
these liabilities, but are outside the control of the local government.  In the event that contributions, 
investment returns, and other changes are insufficient to keep up with required payments, State statute 
does not assign/identify the responsible party for the unfunded portion.  Due to the unique nature of how 
the net pension liability and the net OPEB liability are satisfied, these liabilities are separately identified 
within the long-term liability section of the statement of net position. 
 
In accordance with GASB 68 and GASB 75, the School’s statements include an annual pension expense 
and an annual OPEB expense for their proportionate share of each plan’s change in net pension liability 
and net OPEB asset/liability, respectively, not accounted for as deferred inflows/outflows.  
 
Using this Financial Report 
 
This report consists of required supplementary information, financial statements, notes to the financial 
statements and notes to the required supplementary information. The financial statements include a 
Statement of Net Position, a Statement of Revenues, Expenses and Changes in Net Position, and a 
Statement of Cash Flows. 
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Statement of Net Position 
 

The Statement of Net Position answers the question of how well the School performed financially during 
2019. This statement includes all assets, deferred outflows of resources, liabilities, deferred inflows of 
resources, and net position, both financial and capital and current and long-term, using the accrual basis 
of accounting, which is the accounting used by most private-sector companies. This basis of accounting 
takes into account all revenues and expenses during the year, regardless of when the cash is received or 
expended.  
 
Table 1 provides a summary of the School’s Net Position for fiscal year 2019 and 2018. 
 

2019 2018 Change
Assets
Current Assets 90,891$         61,853$         29,038$         
Net OPEB Asset 85,356 0 85,356
Total Assets 176,247 61,853 114,394

Deferred Outflows 625,294 999,161 (373,867)

Liabilities
Current Liabilities 28,845 36,628 (7,783)
Long Term Liabilities 1,635,908 1,855,681 (219,773)
Total Liabilities 1,664,753 1,892,309 (227,556)

Deferred Inflows 421,425 390,370 31,055

Net Position
Unrestricted (1,284,637) (1,221,665) (62,972)
Total Net Position (1,284,637)$   (1,221,665)$   (62,972)$        

(Table 1)
Statement of Net Position

 
 

Current assets increased due to an increase in cash and grant funding receivable. Current liabilities 
decreased from timing of outstanding invoices paid that constitute accounts payable balance partially 
offset by increase in grant funding payable.  
 
There was a significant change in net pension/OPEB liability/asset for the School.  These fluctuations are 
due to changes in the actuarial liabilities/assets and related accruals that are passed through to the 
School’s financial statements  All components of pension and OPEB accruals contribute to the 
fluctuations in deferred outflows/inflows and NPL/NOL/NOA and are described in more detail in their 
respective notes. 
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Statement of Revenues, Expenses, and Changes in Net Position 
 
Table 2 shows the changes in net position for fiscal year 2019 and 2018. 

 

2019 2018 Change

Operating Revenue 3,776,786$     1,782,873$     1,993,913$     
Non-Operating Revenue 643,225 410,852 232,373         
Total Revenue 4,420,011 2,193,725 2,226,286       

Operating Expenses 4,482,983 1,898,149 2,584,834       

Change In Net Position (62,972)$        295,576$       (358,548)$      

(Table 2)
Change in Net Position

 
 

The School’s operating and non-operating revenues in 2019 were based on the School’s full-time 
equivalent (FTE) and the School’s federal grant funding received throughout the year. Student enrollment 
doubled in 2019, which caused operating revenue to approximately double as well.  The School’s most 
significant expense was “Purchased services: Management fees” paid pursuant to the management 
agreement in place between the School and STA Lincoln Park, LLC. These expenses increased primarily 
due to the increase in enrollment.   
 
The significant changes in Pension and OPEB expense are primarily associated to changes in the School’s 
proportionate share of the net pension liability, net OPEB liability/asset and related accruals. As 
previously indicated, these items are explained in detail within their respective notes. 
 
Current Financial Issues 
 
Lincoln Park Academy received revenue for 425 students in 2019. Lincoln Park Academy is different 
from many other schools as it provides education in a distance-learning environment to students in nearly 
every county in the State of Ohio. State law governing community schools allows for the School to have 
open enrollment across traditional school district boundaries.   
 
The School receives its support almost entirely from state aid.  Per pupil revenue from state aid for the 
School averaged $8,887 in fiscal year 2019.  The School receives additional revenues from grant 
subsidies. 
 
Although there is a possibility that state aid will be cut in future years due to the economic climate, the 
School feels that the relationship with the management company will insulate them from any significant 
change.  The relationship brings stability to the School since specific percentages of revenues are payable 
to the management company (See notes to the basic financials statements, note 8). 
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Contacting the School’s Financial Management 
 
This financial report is designed to provide our readers with a general overview of the School’s finances 
and to show the School’s accountability for the money it receives.  If you have questions about this report 
or need additional information, contact the Fiscal Officer at 3320 West Market Street, Suite 300, 
Fairlawn, Ohio 44333. 
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ASSETS

Current Assets
Cash & Cash Equivalents 64,608$                      
Grants Funding Receivable 26,283
Total Current Assets 90,891

Noncurrent Assets
Net OPEB Asset 85,356

Total Assets 176,247

DEFERRED OUTFLOWS OF RESOURCES
Pension 579,650
OPEB 45,644
Total Deferred Outflows of Resources 625,294

LIABILITIES

Current Liabilities
Accounts Payable 2,562
Grants Funding Payable 26,283
Total Current Liabilities 28,845

Long Term Liabilities
Net Pension Liability 1,485,554
Net OPEB Liability 150,354
Total Long Term Liabilities 1,635,908

Total Liabilities 1,664,753

DEFERRED INFLOWS OF RESOURCES
Pension 257,586
OPEB 163,839
Total Deferred Inflows of Resources 421,425

NET POSITION
Unrestricted Net Position (1,284,637)
Total Net Position (1,284,637)$                

Statement of Net Position
Cuyahoga County, Ohio
Lincoln Park Academy

June 30, 2019

8
See accompanying notes to the basic financial statements.
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OPERATING REVENUES

State Basic Aid 3,677,245$                 
Facilities Aid 83,004
Casino Revenue 16,537

Total Operating Revenues 3,776,786

OPERATING EXPENSES

Purchased Services: Management Fees 3,587,946
Purchased Services: Grant Programs 623,585
Pension & OPEB 99,793
Sponsorship Fees 110,311
Other Expenses 61,348

Total Operating Expenses 4,482,983

Operating Income (Loss) (706,197)

NON-OPERATING REVENUES

Federal and State Grants 623,585
Miscellaneous 19,640

Total Non-Operating Revenues 643,225

Change in Net Position (62,972)

Net Position Beginning of Year (1,221,665)

Net Position End of Year (1,284,637)$                

Statement of Revenues, Expenses, and Changes in Net Position
For the Fiscal Year Ended June 30, 2019

Lincoln Park Academy
Cuyahoga County, Ohio

9
See accompanying notes to the basic financial statements.
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INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH FLOWS FROM OPERATING ACTIVITIES

Cash Received From State Aid 3,776,786$                 
Cash Payments To Management Company (4,230,771)
Cash Payments to Sponsor (110,311)
Other Cash Payments (61,348)

                                      
Net Cash Used For Operating Activities (625,644)

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Cash Received From Grant Programs 623,585
Cash Received From Miscellaneous Sources 19,640

Net Cash Received From Noncapital Financing Activities 643,225

Net Increase in Cash and Cash Equivalents 17,581

Cash and Cash Equivalents at Beginning of Year 47,027
                                    

Cash and Cash Equivalents at End of Year 64,608$                       
                                    

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH
USED FOR OPERATING ACTIVITIES

Operating Income (Loss) (706,197)$                   

ADJUSTMENTS TO RECONCILE OPERATING INCOME (LOSS) TO NET
CASH USED FOR OPERATING ACTIVITIES

Changes in Assets, Liabilities, and Deferred Outflows/Inflows:
Deferred Outflows of Resources 373,867
Deferred Inflows of Resources 31,055
Net OPEB Asset (85,356)
Net Pension/OPEB Liability (219,773)
Accounts Payable (19,240)

                                      
Total Adjustments 80,553

                                    
Net Cash Used For Operating Activities (625,644)$                   

For the Fiscal Year Ended June 30, 2019

Lincoln Park Academy
Cuyahoga County, Ohio
Statement of Cash Flows

10
See accompanying notes to the basic financial statements.
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NOTE 1 - DESCRIPTION OF THE SCHOOL AND REPORTING ENTITY 
 

Lincoln Park Academy (the School) is a state nonprofit corporation established pursuant to Ohio Rev. Code 
Chapters 3314 and 1702 to maintain and provide a school exclusively for any educational, literary, scientific 
and related teaching service. The School, which is part of the State’s education program, is independent of any 
school district.  The School may sue and be sued, acquire facilities as needed, and contract for any services 
necessary for the operation of the School.  

 
The School contracts with STA Lincoln Park, LLC for most of its functions (see note 8).  STA Lincoln Park, 
LLC is under ownership of ACCEL Schools Ohio, LLC. 

 
The School signed a contract with Buckeye Community Hope Foundation (Sponsor) to operate through June 
30, 2023.  The School operates under a self-appointing, five-member Board of Directors (the Board).  The 
School’s Code of Regulations specify that vacancies that arise on the Board will be filled by the appointment 
of a successor director by a majority vote of the then existing directors. The Board is responsible for carrying 
out the provisions of the contract with the Sponsor, which include, but are not limited to, state-mandated 
provisions regarding student population, curriculum, academic goals, performance standards, admission 
standards, and qualifications of teachers. The School has one instructional/support facility, which is leased by 
STA Lincoln Park, LLC. The facility is staffed with teaching personnel employed by STA Lincoln Park, LLC, 
who provide services to 425 students. 

 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The financial statements of the School have been prepared in conformity with generally accepted accounting 
principles as applied to governmental nonprofit organizations. The Governmental Accounting Standards Board 
(GASB) is the accepted standard-setting body for establishing governmental accounting and financial reporting 
principles. The more significant of the School’s accounting policies are described on the following pages. 
 
Basis of Presentation 

 
The School’s financial statements consist of a Statement of Net Position, a Statement of Revenues, Expenses 
and Changes in Net Position, and a Statement of Cash Flows. Enterprise fund reporting focuses on the 
determination of the change in Net Position, financial position and cash flows. 

 
Auditor of State of Ohio Bulletin No. 2000-005 requires the presentation of all financial activity to be reported 
within one enterprise fund for year-end reporting purposes. Enterprise accounting is used to account for 
operations that are financed and operated in a manner similar to private business enterprises where the intent is 
that the costs (expenses) of providing goods or services to the general public on a continuing basis be financed 
or recovered primarily through user charges. 
 
Measurement Focus and Basis of Accounting 

 
The accounting and financial reporting treatment applied to a fund is determined by its measurement focus.  
Enterprise accounting uses a flow of economic resources measurement focus.  With this measurement focus, all 
assets and deferred outflows of resources as well as all liabilities and deferred inflows of resources are included 
on the Statement of Net Position.  Operating statements present increases (i.e., revenues) and decreases (i.e., 
expenses) in Net Position. The accrual basis of accounting is utilized for reporting purposes.  Revenues are 
recognized when they are earned, and expenses are recognized when they are incurred. 
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Budgetary Process 
 

Community schools are statutorily required to adopt a budget by Ohio Revised Code 3314.032(C).  However, 
unlike traditional public schools located in the State of Ohio, community schools are not required to follow the 
specific budgetary process and limits set forth in the Ohio Revised Code Chapter 5705, unless specifically 
provided in the contract between the School and its Sponsor. The contract between the School and its Sponsor 
does not require the School to follow the provisions Ohio Revised Code Chapter 5705; therefore, no budgetary 
information is presented in the basic financial statements.   
 
Cash and Cash Equivalents 

 
All cash received by the School is maintained in a demand deposit account.  
 
Intergovernmental Revenues 

 
The School currently participates in the State Foundation Program, facilities aid, and casino tax distributions, 
which are reflected under “operating revenues” on the Statement of Revenues, Expenses, and Changes in Net 
Position.  Revenues received from these programs are recognized as operating revenue in the accounting period 
in which all eligibility requirements have been met. 

 
Non-exchange transactions, in which the School receives value without directly giving equal value in return, 
include grants, entitlements, and contributions. Grants, entitlements, and contributions are recognized as non-
operating revenues in the accounting period in which all eligibility requirements have been met. 
 
Eligibility requirements include timing requirements, which specify the year when the resources are required to 
be used or the fiscal year when use is first permitted; matching requirements, in which the School must provide 
local resources to be used for a specified purpose; and expenditure requirements, in which the resources are 
provided to the School on a reimbursement basis.  
 
Capital Assets and Depreciation 

 
For purposes of recording capital assets, the Board has a capitalization threshold of $5,000.  

  
As of June 30, 2019, the School had no capital assets. 

 
Use of Estimates 

 
In preparing the financial statements, management is sometimes required to make estimates and assumptions 
that affect the reported amounts of assets and liabilities, the disclosure of contingent assets, deferred outflows 
of resources, liabilities and deferred inflows of resources at the date of the financial statements, and the 
reported amounts of revenues and expenses during the reporting period.  Actual results could differ from those 
estimates. 
 
Net Position 
 
Net Position represents the difference between assets and deferred outflows of resources, and liabilities and 
deferred inflows of resources. All of the School's Net position is unrestricted. The School applies restricted 
resources first when an expense is incurred for purposes for which both restricted and unrestricted net position 
is available. 
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Operating Revenues and Expenses 
 
Operating revenues are those revenues that are generated directly from the School’s primary activities. For the 
School, these revenues are primarily state aid payments. Operating expenses are necessary costs incurred to 
provide the goods and services that are the primary activities of the School. Revenues and expenses not 
meeting this definition are reported as non-operating. 
 
Pensions and Other Postemployment Benefits (OPEB) 
 
For purposes of measuring the net pension/OPEB asset/liability, deferred outflows of resources and deferred 
inflows of resources related to pension/OPEB, and pension/OPEB expense; information about the fiduciary net 
position of the pension/OPEB plans and additions to/deductions from their fiduciary net positon have been 
determined on the same basis as they are reported by the pension/OPEB plan.  For this purpose, benefit 
payments (including refunds of employee contributions) are recognized when due and payable in accordance 
with the benefit terms.  The pension/OPEB plans report investments at fair value. 
 
Deferred Outflows/Inflows of Resources  
 
In addition to assets, the statements of financial position will sometimes report a separate section for deferred 
outflows of resources. Deferred outflows of resources represent a consumption of net position that applies to a 
future period and will not be recognized as an outflow of resources (expense/expenditure) until then. For the 
School, deferred outflows of resources are reported on the statement of net position for pension and OPEB. 
The deferred outflows of resources related to pension and OPEB plans are explained in Notes 11 and 12. 
 
In addition to liabilities, the statements of financial position report a separate section for deferred inflows of 
resources. Deferred inflows of resources represent an acquisition of net position that applies to a future period 
and will not be recognized until that time. For the School, deferred inflows of resources include pension and 
OPEB, which are reported on the statement of net position. (See Notes 11 and 12). 

 
NOTE 3 – IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES  
 
For the fiscal year ended June 30, 2019, the School has implemented Governmental Accounting Standards 
Board (GASB) Statement No. 83, Certain Asset Retirement Obligations and GASB Statement No. 88, Certain 
Disclosures Related to Debt, including Direct Borrowings and Direct Placements. 
 
GASB Statement No. 83 establishes criteria for determining the timing and pattern of recognition of a liability 
and a corresponding deferred outflow of resources for asset retirement obligations. The implementation of 
GASB Statement No. 83 did not have an effect on the financial statements of the School. 
 
GASB Statement No. 88 establishes additional financial statement note disclosure requirements related to debt 
obligations of governments, including direct borrowings and direct placements. The implementation of GASB 
Statement No. 88 did not have an effect on the financial statements of the School. 
 
NOTE 4 - DEPOSITS 

 
Protection of the School’s deposits is provided by the Federal Deposit Insurance Corporation (FDIC), by 
eligible securities pledged by the financial institution as security for repayment, or by the financial institutions 
participation in the Ohio Pooled Collateral System (OPCS), a collateral pool of eligible securities deposited 
with a qualified trustee and pledged to the Treasurer of State to secure the repayment of all public monies 
deposited in the financial institution. 
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NOTE 5 - GRANTS FUNDING RECEIVABLE/PAYABLE 
 
The School has recorded “Grants funding receivable” in the amount of $26,283 to account for the remainder of 
State and Federal awards allocated to the School, but not received as of June 30, 2019. 

 
Additionally, under the terms of the management agreement (see note 8), the School has recorded a liability to 
STA Lincoln Park, LLC in the amount of $26,283 for 100 percent of any State and Federal monies uncollected 
or unpaid to STA Lincoln Park, LLC as of June 30, 2019. 
 
NOTE 6 - CAPITAL ASSETS AND DEPRECIATION 
 
For the year ended June 30, 2019, there were no capital assets. 

 
NOTE 7 - RISK MANAGEMENT 

 
Property and Liability 
 
The School is exposed to various risks of loss related to torts; theft or damage to, and destruction of assets; 
errors and omissions; injuries to employees; and natural disasters. As part of its management agreement with, 
STA Lincoln Park, LLC, STA Lincoln Park, LLC has contracted with an insurance company for property and 
general liability insurance pursuant to the management agreement (see note 8).  There was no significant 
reduction in insurance coverage from the prior year, and there have not been any claims exceeding insurance 
coverage over the past three years. 

 
Director and Officer  
 
Coverage has been purchased by the School with a $1,000,000 aggregate limit and a $10,000 deductible. 
 
NOTE 8 - AGREEMENT WITH STA LINCOLN PARK, LLC 

 
Effective July 1, 2013, the School entered into a management agreement (Agreement) with STA Lincoln Park, 
LLC, which is an educational consulting and Management Company under the ownership of ACCEL Schools 
Ohio, LLC. The term of the Agreement with STA Lincoln Park, LLC is for 2 years and will renew for 2 
additional, successive five (5) year terms unless one party notifies the other party on or before the July 1 prior 
to the expiration of the then-current term of its intention to not renew the Agreement. The Agreement has 
renewed through June 30, 2020. Substantially all functions of the School have been contracted to STA Lincoln 
Park, LLC.  STA Lincoln Park, LLC is responsible and accountable to the School’s Board of Directors for the 
administration and operation of the School. The School is required to pay STA Lincoln Park, LLC a monthly 
continuing fee of 95 percent of the School's “Qualified Gross Revenues”, defined in the Agreement as, all 
revenues and income received by the School except for charitable contributions and other miscellaneous 
revenue and STA Lincoln Park, LLC shall receive 100 percent of any and all grants or funding of any kind 
generated by STA Lincoln Park, LLC, and its affiliates beyond the regular per pupil state funding received by 
the School, subject to any terms and conditions attached to the grants, if any. The continuing fee is paid to STA 
Lincoln Park, LLC based on the qualified gross revenues.  

 
The School had purchased service expenses for the year ended June 30, 2019, to STA Lincoln Park, LLC, of 
$4,211,531 of which $26,283 was payable to STA Lincoln Park, LLC at June 30, 2019. STA Lincoln Park, 
LLC will be responsible for all costs incurred in providing the educational program at the School, which 
include but are not limited to, salaries and benefits of all personnel, curriculum materials, textbooks, library 
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books, computers and other equipment, software, supplies, building payments, maintenance, capital, and 
insurance. 

 
NOTE 9 - SPONSORSHIP FEES 
 
Included in the sponsor contract with the Sponsor, it states that the School will pay the Sponsor three percent 
(3%) of the total state funds received each year, in consideration for the time, organization, oversight, fees and 
costs of the Sponsor.  Such fees are paid to the Sponsor monthly.  As indicated on the Statement of Revenues, 
Expenses, and Changes in Net Position, the School incurred $110,311 in sponsorship fees to the Sponsor. 
 
NOTE 10 - MANAGEMENT COMPANY EXPENSES 
 
As of June 30, 2019, STA Lincoln Park, LLC, under the ownership of ACCEL Schools Ohio, LLC, and its 
affiliates incurred the following expenses on behalf of the School: 
 

Regular 
Instruction

(1100 Function 
Codes)

Special 
Instruction

(1200 Function 
Codes)

Support 
Services

(2000 Function 
Codes)

Non-Instructional 
(3000 through 
7000 Function 

Codes)

Total

Direct Expenses: 
Salaries & Wages (100 Object Codes) 934,051$        360,464$        293,177$        -$                     1,587,692$   
Employees’ Benefits (200 Object Codes) 271,559          77,536            111,011          -                       460,106        
Professional & Technical Services (410 Object Codes) 94,868            75,962            221,109          -                       391,939        
Property Services (420 Object Codes) -                  -                  500,820          -                       500,820        
Utilities (450 Object Codes) -                  -                  76,244            -                       76,244          
Contracted Craft or Trade Services (460 Object Codes) -                  -                  -                  204,420               204,420        
Transportation (480 Object Codes) -                  -                  41,217            -                       41,217          
Supplies (500 Object Codes) 58,143            3,429              62,188            -                       123,760        
Other Direct Costs (All Other Object Codes) -                  -                  145,559          -                       145,559        
Indirect Expenses: 
Overhead -                  -                  363,792          -                       363,792        

Total Expenses 1,358,621$     517,391$        1,815,117$     204,420$             3,895,549$   
  

 
 

Overhead charges are assigned to the School based on a percentage of FTE headcount.  These charges 
represent the indirect cost of services provided in the operation of the School.  Such services include, but are 
not limited to facilities management, equipment, operational support services, management and management 
consulting, board relations, human resources management, training and orientation, financial reporting and 
compliance, purchasing and procurement, education services, technology support, marketing and 
communications.  

 
NOTE 11 - DEFINED BENEFIT PENSION PLANS 
 
Net Pension Liability 
 
The net pension liability reported on the statement of net position represents a liability to employees for 
pensions. Pensions are a component of exchange transactions—between an employer and its employees—of 
salaries and benefits for employee services.  Pensions are provided to an employee—on a deferred-payment 
basis—as part of the total compensation package offered by an employer for employee services each financial 
period.  The obligation to sacrifice resources for pensions is a present obligation because it was created as a 
result of employment exchanges that already have occurred. 
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The net pension liability represents the School’s proportionate share of each pension plan’s collective actuarial 
present value of projected benefit payments attributable to past periods of service, net of each pension plan’s 
fiduciary net position.  The net pension liability calculation is dependent on critical long-term variables, 
including estimated average life expectancies, earnings on investments, cost of living adjustments and others.  
While these estimates use the best information available, unknowable future events require adjusting this 
estimate annually.   

 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The School 
cannot control benefit terms or the manner in which pensions are financed; however, the School does receive 
the benefit of employees’ services in exchange for compensation including pension.  

 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from employee 
services; and (2) State statute requires all funding to come from these employers.  All contributions to date 
have come solely from these employers (which also includes costs paid in the form of withholdings from 
employees).  State statute requires the pension plans to amortize unfunded liabilities within 30 years.  If the 
amortization period exceeds 30 years, each pension plan’s board must propose corrective action to the State 
legislature.  Any resulting legislative change to benefits or funding could significantly affect the net pension 
liability.  Resulting adjustments to the net pension liability would be effective when the changes are legally 
enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability.   

 
Plan Description - School Employees Retirement System (SERS) 
 
Plan Description – School non-teaching employees participate in SERS, a statewide, cost-sharing multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability and 
survivor benefits to plan members and beneficiaries.  Authority to establish and amend benefits is provided by 
Ohio Revised Code Chapter 3309.  SERS issues a publicly available, stand-alone financial report that includes 
financial statements, required supplementary information and detailed information about SERS’ fiduciary net 
position.  That report can be obtained by visiting the SERS website at www.ohsers.org under Employers/Audit 
Resources.  

 
Age and service requirements for retirement are as follows: 
  

Eligible to Retire before Eligible to Retire on or after
August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.  
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that varies 
based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of service credit 
over 30.  Final average salary is the average of the highest three years of salary. 
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Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and the 
School is required to contribute 14 percent of annual covered payroll.  The contribution requirements of plan 
members and employers are established and may be amended by the SERS’ Retirement Board up to statutory 
maximum amounts of 10 percent for plan members and 14 percent for employers.  The Retirement Board, 
acting with the advice of the actuary, allocates the employer contribution rate among four of the System’s 
funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care Fund).  For the fiscal year 
ended June 30, 2019, the allocation to pension, death benefits, and Medicare B was 13.5 percent.  SERS 
allocated 0.5 percent of employer contributions to the Health Care Fund for fiscal year 2019. 
 
The School’s contractually required contribution to SERS was $47,848 for fiscal year 2019.  
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS issues a 
stand-alone financial report that includes financial statements, required supplementary information and detailed 
information about STRS’ fiduciary net position.  That report can be obtained by writing to STRS, 275 E. 
Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the STRS Web site at 
www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined Contribution 
(DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307. For the DB 
Plan, from August 1, 2015–July 1, 2017, any member could retire with reduced benefits who had (1) five years 
of service credit and age 60; (2) 26 years of service credit and age 55; or (3) 30 years of service credit 
regardless of age. Effective August 1, 2017–July 1, 2019, any member may retire with reduced benefits who 
has (1) five years of service credit and age 60; (2) 27 years of service credit and age 55; or (3) 30 years of 
service credit regardless of age. Eligibility changes will continue to be phased in through August 1, 2026, when 
retirement eligibility for unreduced benefits will be five years of service credit and age 65, or 35 years of 
service credit and at least age 60. Retirement eligibility for reduced benefits will be five years of service credit 
and age 60, or 30 years of service credit regardless of age. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by the 
member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined benefit 
unfunded liability.  Effective July 1, 2017, employer contributions of 9.53 percent are placed in the investment 
accounts and the remaining 4.47 percent of the 14 percent employer rate is allocated to the defined benefit 
unfunded liability. A member is eligible to receive a retirement benefit at age 50 and termination of 
employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent of 
the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. In the 
Combined Plan, member contributions are allocated among investment choices by the member, and employer 
contributions are used to fund a defined benefit payment. A member’s defined benefit is determined by 
multiplying one percent of the member’s final average salary by the member’s years of service credit. The 
defined benefit portion of the Combined Plan payment is payable to a member on or after age 60 with five 
years of service. The DC portion of the account may be taken as a lump sum or converted to a lifetime monthly 
annuity at age 50 and termination of employment. 
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New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer to 
another STRS plan.  The optional annuitization of a member’s defined contribution account or the defined 
contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS bearing the 
risk of investment gain or loss on the account.  STRS has therefore included all three plan options as one 
defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be disabled 
may qualify for a disability benefit.  Eligible survivors of members who die before service retirement may 
qualify for monthly benefits.  New members on or after July 1, 2013, must have at least ten years of qualifying 
service credit to apply for disability benefits.  Members in the DC Plan who become disabled are entitled only 
to their account balance.  If a member of the DC Plan dies before retirement benefits begin, the member’s 
designated beneficiary is entitled to receive the member’s account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers Retirement 
Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 30, 2019, plan 
members were required to contribute 14 percent of their annual covered salary. The School was required to 
contribute 14 percent; the entire 14 percent was the portion used to fund pension obligations.  The fiscal year 
2019 contribution rates were equal to the statutory maximum rates. 

 
The School’s contractually required contribution to STRS was $166,570 for fiscal year 2019.   
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
 
The net pension liability was measured as of June 30, 2018, and the total pension liability used to calculate the 
net pension liability was determined by an independent actuarial valuation as of that date. The School's 
employer allocation percentage of the net pension liability was based on the employer’s share of employer 
contributions in the pension plan relative to the total employer contributions of all participating employers. 
Following is information related to the proportionate share and pension expense: 
 

SERS STRS Total
Proportion of the Net Pension Liability:

Current Measurement Date 0.00554540% 0.00531186%
Prior Measurement Date 0.00486660% 0.00522124%

Change in Proportionate Share 0.00067880% 0.00009062%

Proportionate Share of the Net 
  Pension Liability 317,595$             1,167,959$         1,485,554$         
Pension Expense 87,348$              417,329$           504,677$            

 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to the 
difference between projected and actual investment earnings, differences between expected and actual actuarial 
experience, changes in assumptions and changes in the School’s proportion of the collective net pension 
liability. The deferred outflows and deferred inflows are to be included in pension expense over current and 
future periods. The difference between projected and actual investment earnings is recognized in pension 
expense using a straight line method over a five year period beginning in the current year. Deferred outflows 
and deferred inflows resulting from changes in sources other than differences between projected and actual 
investment earnings are amortized over the average expected remaining service lives of all members (both 
active and inactive) using the straight line method. Employer contributions to the pension plan subsequent to 
the measurement date are also required to be reported as a deferred outflow of resources.  
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At June 30, 2019 the School reported deferred outflows of resources and deferred inflows of resources related 
to pensions from the following sources:  
 

SERS STRS Total
Deferred Outflows of Resources
Differences between Expected and 
  Actual Experience 17,421$              26,961$             44,382$             
Changes of Assumptions 7,172 206,984 214,156
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 25,474 81,220 106,694
School Contributions Subsequent to the 
  Measurement Date 47,848 166,570 214,418
Total Deferred Outflows of Resources 97,915$              481,735$           579,650$           

Deferred Inflows of Resources
Differences between Expected and 
  Actual Experience 0$                      7,628$               7,628$               
Net Difference between Projected and 
  Actual Earnings on Pension Plan Investments 8,801 70,824 79,625
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 51,525 118,808 170,333
Total Deferred Inflows of Resources 60,326$              197,260$           257,586$           

 
 
$214,418 reported as deferred outflows of resources related to pension resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net pension liability in the fiscal 
year ending June 30, 2020.  Other amounts reported as deferred outflows of resources and deferred inflows of 
resources related to pension will be recognized in pension expense as follows:  
 

SERS STRS Total
Fiscal Year Ending June 30:

2020 283$                   116,914$           117,197$           
2021 2,578 15,808 18,386
2022 (10,422) (2,899) (13,321)
2023 (2,698) (11,918) (14,616)

(10,259)$             117,905$           107,646$           
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Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67, as 
part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations of an 
ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment terminations).  Actuarially determined amounts are subject to continual review and 
potential modifications, as actual results are compared with past expectations and new estimates are made 
about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time of each 
valuation and the historical pattern of sharing benefit costs between the employers and plan members to that 
point. The projection of benefits for financial reporting purposes does not explicitly incorporate the potential 
effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations will 
take into account the employee's entire career with the employer and also take into consideration the benefits, if 
any, paid to the employee after termination of employment until the death of the employee and any applicable 
contingent annuitant. In many cases, actuarial calculations reflect several decades of service with the employer 
and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial valuation, 
prepared as of June 30, 2018, are presented below: 
 
Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)
COLA or Ad Hoc COLA 2.50 percent, on and after April 1, 2018, COLA's for future retirees 

will be delayed for three years following commencement  
 
For post-retirement mortality, the table used in evaluating allowances to be paid is the RP-2014 Blue Collar 
Mortality Table with fully generational projection and Scale BB, with 120 percent of male rates and 110 
percent of female rates used. The RP-2000 Disabled Mortality Table with 90 percent for male rates and 100 
percent for female rates set back five years is used for the period after disability retirement.  
 
The long-term return expectation for the Pension Plan Investments has been determined by using a building-
block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  A forecasted 
rate of inflation serves as the baseline for the return expectation.  Various real return premiums over the 
baseline inflation rate have been established for each asset class.  The long-term expected nominal rate of 
return has been determined by calculating an arithmetic weighted average of the expected real return premiums 
for each asset class, adding the projected inflation rate, and adding the expected return from rebalancing 
uncorrelated asset classes. The asset allocation, as used in the June 30, 2015 five-year experience study, is 
summarized as follows: 
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Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return

 
 
Discount Rate Total pension liability was calculated using the discount rate of 7.50 percent. The projection of 
cash flows used to determine the discount rate assumed that employers would contribute the actuarially 
determined contribution rate of projected compensation over the remaining 27-year amortization period of the 
unfunded actuarial accrued liability. Projected inflows from investment earnings were calculated using the 
long-term assumed investment rate of return (7.50 percent). Based on those assumptions, the plan’s fiduciary 
net position was projected to be available to make all future benefit payments of current plan members. 
Therefore, the long-term expected rate of return on pension plan investments was applied to all periods of 
projected benefits to determine the total pension liability.  
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount Rate 
Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact the 
following table presents the School’s proportionate share of the net pension liability calculated using the 
discount rate of 7.50 percent, as well as what the School’s net pension liability would be if it were calculated 
using a discount rate that is one percentage point lower (6.50 percent), or one percentage point higher (8.50 
percent) than the current rate. 

1% Decrease
Current 

Discount Rate 1% Increase
School's Proportionate Share
  of the Net Pension Liability 447,357$             317,595$           208,799$            
 
Actuarial Assumptions - STRS 
 
The total pension liability in the July 1, 2018 actuarial valuation was determined using the following actuarial 
assumptions, applied to all periods included in the measurement:  
 

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Projected Payroll Growth 3.00 percent
Cost-of-Living Adjustments 0.00 percent  

 
Post-retirement mortality rates are based on RP-2014 Annuitant Mortality Table with 50 percent of rates 
through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 and 84, and 
100 percent of rates thereafter, projected forward generationally using mortality improvement scale MP-2016; 
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pre-retirement mortality rates are based on RP-2014 Employee Mortality Table, projected forward 
generationally using mortality improvement scale MP-2016. 
 

The actuarial assumptions used in the July 1, 2018 valuation, were adopted by the board from the results of an 
actuarial experience study for July 1, 2011, through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on the 
target allocation adopted by the Retirement Board. The target allocation and long-term expected rate of return 
for each major asset class are summarized as follows:  
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected

 
 

*Target weights will be phased in over a 24-month period concluding on July 1, 2019. 
 
**Ten year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25 
percent and does not include investment expenses. Over a 30-year period, STRS’ investment consultant 
indicates that the above target allocations should generate a return above the actuarial rate of return, without 
net value added by management. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 30, 
2018. The projection of cash flows used to determine the discount rate assumes that employer and member 
contributions will be made at statutory contribution rates of 14 percent each. For this purpose, only employer 
contributions that are intended to fund benefits of current plan members and their beneficiaries are included. 
Based on those assumptions, STRS’ fiduciary net position was projected to be available to make all projected 
future benefit payments to current plan members as of June 30, 2018. Therefore, the long-term expected rate of 
return on pension plan investments of 7.45 percent was applied to all periods of projected benefit payments to 
determine the total pension liability as of June 30, 2018. 
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount Rate 
The following table presents the School's proportionate share of the net pension liability as of June 30, 2018, 
calculated using the current period discount rate assumption of 7.45 percent, as well as what the School's 
proportionate share of the net pension liability would be if it were calculated using a discount rate that is one-
percentage-point lower (6.45 percent) or one-percentage-point higher (8.45 percent) than the current 
assumption:  
 

1% Decrease
Current 

Discount Rate 1% Increase
School's Proportionate Share
  of the Net Pension Liability 1,705,650$          1,167,959$         712,876$            
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NOTE 12 - DEFINED BENEFIT OPEB PLANS 
 
Net OPEB Asset/Liability 

 
The net OPEB asset/liability reported on the statement of net position represents an asset or liability to 
employees for OPEB. OPEB is a component of exchange transactions-–between an employer and its 
employees—of salaries and benefits for employee services.  OPEB are provided to an employee—on a 
deferred-payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for OPEB is a present obligation because it 
was created as a result of employment exchanges that already have occurred. 

 
The net OPEB asset/liability represents the School’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each OPEB 
plan’s fiduciary net position.  The net OPEB asset/liability calculation is dependent on critical long-term 
variables, including estimated average life expectancies, earnings on investments, cost of living adjustments 
and others.  While these estimates use the best information available, unknowable future events require 
adjusting these estimates annually.   

 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The School 
cannot control benefit terms or the manner in which OPEB are financed; however, the School does receive the 
benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the asset/liability is solely that of the employer, because they benefit from employee 
services.  OPEB contributions come from these employers and health care plan enrollees, which pay a portion 
of the health care costs in the form of a monthly premium.  The Ohio Revised Code permits, but does not 
require the retirement systems to provide healthcare to eligible benefit recipients. Any change to benefits or 
funding could significantly affect the net OPEB asset/liability. Resulting adjustments to the net OPEB 
asset/liability would be effective when the changes are legally enforceable. The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB asset/ liability.  

 
Plan Description - School Employees Retirement System (SERS) 
 
Health Care Plan Description - The School contributes to the SERS Health Care Fund, administered by SERS 
for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a cost-
sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare benefits to 
eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible dependents. 
Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most types of purchased 
credit, to qualify to participate in SERS’ health care coverage. In addition to age and service retirees, disability 
benefit recipients and beneficiaries who are receiving monthly benefits due to the death of a member or retiree, 
are eligible for SERS’ health care coverage. Most retirees and dependents choosing SERS’ health care 
coverage are over the age of 65 and therefore enrolled in a fully insured Medicare Advantage plan; however, 
SERS maintains a traditional, self-insured preferred provider organization for its non-Medicare retiree 
population. For both groups, SERS offers a self-insured prescription drug program. Health care is a benefit that 
is permitted, not mandated, by statute.  The financial report of the Plan is included in the SERS Comprehensive 
Annual Financial Report which can be obtained on SERS’ website at www.ohsers.org under Employers/Audit 
Resources. 
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Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the Ohio 
Revised Code. The Health Care Fund was established and is administered in accordance with Internal Revenue 
Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any health plan or 
program. Active employee members do not contribute to the Health Care Plan.  The SERS Retirement Board 
established the rules for the premiums paid by the retirees for health care coverage for themselves and their 
dependents or for their surviving beneficiaries.  Premiums vary depending on the plan selected, qualified years 
of service, Medicare eligibility, and retirement status.   
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer contributions.  
Each year, after the allocation for statutorily required pensions and benefits, the Retirement Board may allocate 
the remainder of the employer contribution of 14 percent of covered payroll to the Health Care Fund in 
accordance with the funding policy. For fiscal year 2019, 0.5 percent of covered payroll was made to health 
care. An additional health care surcharge on employers is collected for employees earning less than an 
actuarially determined minimum compensation amount, pro-rated if less than a full year of service credit was 
earned. For fiscal year 2019, this amount was $21,600. Statutes provide that no employer shall pay a health 
care surcharge greater than 2.0 percent of that employer’s SERS-covered payroll; nor may SERS collect in 
aggregate more than 1.5 percent of the total statewide SERS-covered payroll for the health care surcharge.  For 
fiscal year 2019, the School’s surcharge obligation was $5,916.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total amount 
assigned to the Health Care Fund. The School’s contractually required contribution to SERS was $7,688 for 
fiscal year 2019.    
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part B 
premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the report of 
STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed by 
STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees, for the most recent year, pay a portion of the health care costs in the form of a monthly premium.  
Under Ohio law, funding for post-employment health care may be deducted from employer contributions, 
currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2019, STRS did not allocate any 
employer contributions to post-employment health care.   
 
OPEB Assets/Liabilities, OPEB Expense, and Deferred Outflows/Inflows of Resources Related to OPEB  
 
The net OPEB asset/liability was measured as of June 30, 2018, and the total OPEB liability used to calculate 
the net OPEB asset/liability was determined by an actuarial valuation as of that date. The School's proportion 
of the net OPEB asset/liability was based on the School's share of contributions to the respective retirement 
systems relative to the contributions of all participating entities.  Following is information related to the 
proportionate share and OPEB expense: 
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SERS STRS Total
Proportion of the Net OPEB Liability:

Current Measurement Date 0.00541960% 0.00531186%
Prior Measurement Date 0.00450420% 0.00522124%

Change in Proportionate Share 0.00091540% 0.00009062%

Proportionate Share of the Net
OPEB Liability/(Asset) 150,354$             (85,356)$              64,998$             

OPEB Expense 3,498$                 (186,276)$            (182,778)$           
 

At June 30, 2019, the School reported deferred outflows of resources and deferred inflows of resources related 
to OPEB from the following sources:  

SERS STRS Total
Deferred Outflows of Resources
Differences between Expected and 
  Actual Experience 2,454$                 9,970$                 12,424$             
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 22,303 3,229 25,532
School Contributions Subsequent to the 
  Measurement Date 7,688 0 7,688
Total Deferred Outflows of Resources 32,445$               13,199$               45,644$             

Deferred Inflows of Resources
Differences between Expected and 
  Actual Experience 0$                       4,973$                 4,973$               
Net Difference between Projected and 
  Actual Earnings on OPEB Plan Investments 226 9,750 9,976
Changes of Assumptions 13,508 116,306 129,814
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 10,679 8,397 19,076
Total Deferred Inflows of Resources 24,413$               139,426$             163,839$           

 
 
$7,688 reported as deferred outflows of resources related to OPEB resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the year 
ending June 30, 2020.  Other amounts reported as deferred outflows of resources and deferred inflows of 
resources related to OPEB will be recognized in OPEB expense as follows:  
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SERS STRS Total
Fiscal Year Ending June 30:

2020 (7,443)$               (22,815)$              (30,258)$            
2021 (4,785) (22,815) (27,600)
2022 3,626 (22,813) (19,187)
2023 3,720 (20,599) (16,879)
2024 3,706 (19,828) (16,122)

Thereafter 1,520 (17,357) (15,837)

344$                   (126,227)$            (125,883)$          
 

Actuarial Assumptions - SERS 
 
The total OPEB liability was determined by an actuarial valuation as of June 30, 2018. The actuarial 
assumptions used in the valuation are based on results from the most recent actuarial experience study, which 
covered the five-year period ending June 30, 2015. The experience study report is dated April 2016. The total 
OPEB liability used the following assumptions and other inputs: 
 
Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Municipal Bond Index Rate

Measurement Date 3.62 percent
Prior Measurement Date 3.56 percent

Single Equivalent Interest Rate
Measurement Date 3.70 percent, net of plan investment expense, including price inflation
Prior Measurement Date 3.63 percent, net of plan investment expense, including price inflation

Health Care Cost Trend Rate
Medicare 5.375 percent - 4.75 percent
Pre-Medicare 7.25 percent - 4.75 percent  

 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection and 
Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality Table with 
90 percent for male rates and 100 percent for female rates set back five years. 
 
The long-term expected rate of return on plan factors are considered in evaluating the long-term rate of return 
assumption including long-term historical data, estimates inherent in current market data, and a long-normal 
distribution analysis in which best-estimate ranges of expected future real rates of return were developed by the 
investment consultant for each major asset class. These ranges were combined to produce the long-term 
expected rate of return, 7.50 percent, by weighting the expected future real rates of return by the target asset 
allocation percentage and then adding expected inflation. The capital market assumptions developed by the 
investment consultant are intended for use over a 10-year horizon and may not be useful in setting the long-
term rate of return for funding pension plans which covers a longer timeframe. The assumption is intended to 
be a long-term assumption and is not expected to change absent a significant change in the asset allocation, a 
change in the inflation assumption, or a fundamental change in the market that alters expected returns in future 
years. 
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The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, as 
used in the June 30, 2015 five-year experience study, are summarized as follows: 
 

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return

 
 

Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2018 was 3.70 percent. 
The discount rate used to measure total OPEB liability prior to June 30, 2018 was 3.63 percent. The projection 
of cash flows used to determine the discount rate assumed that contributions will be made from members and 
the System at the contribution rate of 2.00 percent of projected covered payroll each year, which includes a 
1.50 percent payroll surcharge and 0.50 percent of contributions from the basic benefits plan. Based on these 
assumptions, the OPEB plan’s fiduciary net position was projected to become insufficient to make future 
benefit payments during the fiscal year ending June 30, 2026. Therefore, the long-term expected rate of return 
on OPEB plan assets was used to present value the projected benefit payments through the fiscal year ending 
June 30, 2025 and the Fidelity General Obligation 20-year Municipal Bond Index rate of 3.62 percent, as of 
June 30, 2018 (i.e., municipal bond rate), was used to present value the projected benefit payments for the 
remaining years in the projection. The total present value of projected benefit payments from all years was then 
used to determine the single rate of return that was used as the discount rate. The projection of future benefit 
payments for all current plan members was until the benefit payments ran out. 
 
Sensitivity of the School's Proportionate Share of the Net OPEB Liability to Changes in the Discount Rate 
and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in the 
discount rate and the health care cost trend rate. The following table presents the net OPEB liability and what 
the net OPEB liability would be if it were calculated using a discount rate that is one percentage point lower 
(2.70 percent) and higher (4.70 percent) than the current discount rate (3.70 percent). Also shown is what the 
net OPEB liability would be based on health care cost trend rates that are one percent lower (6.25 percent 
decreasing to 3.75 percent) and one percent higher (8.25 percent decreasing to 5.75 percent) than the current 
rate. 
 

 

1% Decrease
Current 

Discount Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability 182,443$             150,354$             124,946$           

1% Decrease
Current 

Trend Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability 121,308$             150,354$             188,816$            
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Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results used in 
the June 30, 2018, actuarial valuation are presented below:   

 
Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Health Care Cost Trend Rates -5.23 percent to 9.62 percent, initial, 4.00 percent ultimate  

 
Projections of benefits include the historical pattern of sharing benefit costs between the employers and retired 
plan members. 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 percent of 
rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 and 84, 
and 100 percent of rates thereafter, projected forward generationally using mortality improvement scale MP-
2016. For disabled retirees, mortality rates are based on the RP-2014 Disabled Mortality Table with 90 percent 
of rates for males and 100 percent of rates for females, projected forward generationally using mortality 
improvement scale MP-2016. 
 
Actuarial assumptions used in the June 30, 2018, valuation are based on the results of an actuarial experience 
study for the period July 1, 2011 through June 30, 2016.  
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on the 
target allocation adopted by the Retirement Board.  The target allocation and long-term expected rate of return 
for each major asset class are summarized as follows:  
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected

 
 

*Target weights will be phased in over a 24-month period concluding on July 1, 2019. 
 
**Ten year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25 
percent and does not include investment expenses.  Over a 30-year period, STRS' investment consultant 
indicates that the above target allocations should generate a return above the actuarial rate of return, without 
net value added by management. 
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Discount Rate The discount rate used to measure the total OPEB liability was 7.45 percent as of June 30, 
2018. The projection of cash flows used to determine the discount rate assumed STRS continues to allocate no 
employer contributions to the health care fund. Based on those assumptions, the OPEB plan’s fiduciary net 
position was projected to be available to make all projected future benefit payments to current plan members as 
of June 30, 2018. Therefore, the long-term expected rate of return on health care plan investments of 7.45 
percent was applied to all periods of projected benefit payments to determine the total OPEB liability as of 
June 30, 2018.  
 
Sensitivity of the School’s Proportionate Share of the Net OPEB Asset/Liability to Changes in the Discount 
and Health Care Cost Trend Rate The following table represents the net OPEB asset/liability as of June 30, 
2018, calculated using the current period discount rate assumption of 7.45 percent, as well as what the net 
OPEB asset/liability would be if it were calculated using a discount rate that is one percentage point lower 
(6.45 percent) or one percentage point higher (8.45 percent) than the current assumption. Also shown is the net 
OPEB liability as of June 30, 2018, calculated using health care cost trend rates that are one percentage point 
lower or one percentage point higher than the current health care cost trend rates. 
 

1% Decrease
Current 

Discount Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability/(Asset) (73,158)$              (85,356)$              (95,608)$            

1% Decrease
Current 

Trend Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability/(Asset) (95,029)$              (85,356)$              (75,532)$             
 
NOTE 13 - CONTINGENCES 

 
Grants 
 
Amounts received from grantor agencies are subject to audit and adjustment by the grantor. Any disallowed 
costs may require refunding to the grantor.  Amounts which may be disallowed, if any, are not presently 
determinable.  However, in the opinion of the School, any such disallowed claims will not have a material 
adverse effect on the financial position of the School. 
 
Enrollment FTE 

 
School foundation funding is based on the annualized full-time equivalent (FTE) enrollment of each student. 
 However, there is an important nexus between attendance and enrollment for Foundation funding purposes.  
Community schools must provide documentation that clearly demonstrates students have participated in 
learning opportunities. The Ohio Department of Education (ODE) is legislatively required to adjust/reconcile 
funding as enrollment information is updated by schools throughout the State, which can extend past the fiscal 
year end.  

   
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. As of the date of this report, ODE has not performed an FTE Review on the School for fiscal 
year 2019. 
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As of the date of this report, all ODE adjustments have been completed. 

In addition, the School’s contracts with their Sponsor and Management Company require payment based on 
revenues received from the State.  As discussed above, all ODE adjustments through fiscal year 2019 have 
been completed.  A reconciliation between payments previously made and the FTE adjustments has taken place 
with these contracts. 

Litigation 
 

The School is not a party to legal proceedings that, in the opinion of management, would have a material 
adverse effect on the financial statements. 
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2019 2018 2017 2016 2015
School Employees Retirement System (SERS)

School's Proportion of the Net Pension Liability 0.00554540% 0.00486660% 0.00572900% 0.00824580% 0.00652800%

School's Proportionate Share of the Net Pension Liability 317,595$        290,769$        419,310$         470,513$      330,378$      

School's Covered Payroll 178,830$        159,929$        239,500$         257,716$      141,847$      

School's Proportionate Share of the Net Pension Liability
as a Percentage of its Covered Payroll 177.60% 181.81% 175.08% 182.57% 232.91%

Plan Fiduciary Net Position as a Percentage of the Total Pension Liability 71.36% 69.50% 62.98% 69.16% 71.70%

State Teachers Retirement System (STRS)

School's Proportion of the Net Pension Liability 0.00531186% 0.00522124% 0.00544103% 0.00619780% 0.00500360%

School's Proportionate Share of the Net Pension Liability 1,167,959$     1,240,317$     1,821,277$      1,712,891$   1,217,049$   

School's Covered Payroll 603,871$        574,014$        681,943$         758,071$      505,785$      

School's Proportionate Share of the Net Pension Liability
as a Percentage of its Covered Payroll 193.41% 216.08% 267.07% 225.95% 240.63%

Plan Fiduciary Net Position as a Percentage of the Total Pension Liability 77.31% 75.30% 66.80% 72.10% 74.70%

(1) Information prior to 2015 is not available.

Note: The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

Lincoln Park Academy
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net Pension Liability

Last Five Fiscal Years (1)

See accompanying notes to the required supplementary information.
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2019 2018 2017 2016
School Employees Retirement System (SERS)

Contractually Required Contribution 47,848$              24,142$              22,390$              33,530$              

Contributions in Relation to the 
Contractually Required Contribution (47,848) (24,142) (22,390) (33,530)

Contribution Deficiency (Excess) 0$                       0$                       0$                       0$                       

School's Covered Payroll 354,430$            178,830$            159,929$            239,500$            

Pension Contributions as a Percentage of 
Covered Payroll 13.50% 13.50% 14.00% 14.00%

State Teachers Retirement System (STRS)

Contractually Required Contribution 166,570$            84,542$              80,362$              95,472$              

Contributions in Relation to the 
Contractually Required Contribution (166,570) (84,542) (80,362) (95,472)

Contribution Deficiency (Excess) 0$                       0$                       0$                       0$                       

School's Covered Payroll 1,189,786$         603,871$            574,014$            681,943$            

Pension Contributions as a Percentage of 
Covered Payroll 14.00% 14.00% 14.00% 14.00%

(1) Information prior to 2014 is not available

Lincoln Park Academy
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Contributions  - Pension

Last Six Fiscal Years(1)

See accompanying notes to the required supplementary information.
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2015 2014

33,967$              19,660$              

(33,967) (19,660)

0$                       0$                       

257,716$            141,847$            

13.18% 13.86%

106,130$            65,752$              

(106,130) (65,752)

0$                       0$                       

758,071$            505,785$            

14.00% 13.00%

See accompanying notes to the required supplementary information.
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2019 2018 2017
School Employees Retirement System (SERS)

School's Proportion of the Net OPEB Liability 0.00541960% 0.00450420% 0.00524494%

School's Proportionate Share of the Net OPEB Liability 150,354$                120,881$                149,500$                

School's Covered Payroll 178,830$                159,929$                239,500$                

School's Proportionate Share of the Net OPEB Liability
as a Percentage of its Covered Payroll 84.08% 75.58% 62.42%

Plan Fiduciary Net Position as a Percentage of the Total OPEB Liability 13.57% 12.46% 11.49%

State Teachers Retirement System (STRS)

School's Proportion of the Net OPEB Liability/(Asset) 0.00531186% 0.00522124% 0.00544103%

School's Proportionate Share of the Net OPEB Liability/(Asset) (85,356)$                203,714$                290,988$                

School's Covered Payroll 603,871$                574,014$                681,943$                

School's Proportionate Share of the Net OPEB Liability/(Asset)
as a Percentage of its Covered Payroll -14.13% 35.49% 42.67%

Plan Fiduciary Net Position as a Percentage of the Total OPEB Liability 176.00% 47.10% 37.30%

(1) Information prior to 2017 is not available.

Note: The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

Lincoln Park Academy
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net OPEB Liability/(Asset)

Last Three Fiscal Years (1)

See accompanying notes to the required supplementary information.
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2019 2018 2017 2016
School Employees Retirement System (SERS)

Contractually Required Contribution (1) 7,688$                2,906$                446$                   248$                   

Contributions in Relation to the 
Contractually Required Contribution (7,688) (2,906) (446) (248)

Contribution Deficiency (Excess) 0$                       0$                       0$                       0$                       

School's Covered Payroll 354,430$            178,830$            159,929$            239,500$            

OPEB Contributions as a Percentage of 
Covered Payroll (1) 2.17% 1.63% 0.28% 0.10%

State Teachers Retirement System (STRS)

Contractually Required Contribution 0$                       0$                       0$                       0$                       

Contributions in Relation to the 
Contractually Required Contribution 0 0 0 0

Contribution Deficiency (Excess) 0$                       0$                       0$                       0$                       

School's Covered Payroll 1,189,786$         603,871$            574,014$            681,943$            

OPEB Contributions as a Percentage of 
Covered Payroll 0.00% 0.00% 0.00% 0.00%

(1) Includes surcharge
(2) Information prior to 2014 in not available

Lincoln Park Academy
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Contributions - OPEB

Last Six Fiscal Years(2)

See accompanying notes to the required supplementary information.
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2015 2014

1,556$                3,737$                

(1,556) (3,737)

0$                       0$                       

257,716$            141,847$            

0.60% 2.63%

0$                       5,058$                

0 (5,058)

0$                       0$                       

758,071$            505,785$            

0.00% 1.00%

See accompanying notes to the required supplementary information.
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Note 1 - Net Pension Liability 
 
Changes in Assumptions - SERS 
 
For fiscal year 2017, the SERS Board adopted the following assumption changes: 

• Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent 
• Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent 
• Assumed real wage growth was reduced from 0.75 percent to 0.50 percent 
• Rates of withdrawal, retirement and disability were updated to reflect recent experience. 
• Mortality among active members was updated to RP-2014 Blue Collar Mortality Table with fully 

generational projection and a five year age set-back for both males and females. 
• Mortality among service retired members, and beneficiaries was updated to RP-2014 Blue Collar 

Mortality Table with fully generational projection with Scale BB, 120 percent of male rates, and 
110 percent of female rates. 

• Mortality among disabled members was updated to RP-2000 Disabled Mortality Table, 90 
percent for male rates and 100 percent for female rates, set back five years is used for the period 
after disability retirement.   

 
Changes in Benefit Terms - SERS 

For fiscal year 2018, the cost-of-living adjustment was changed from a fixed 3.00 percent to a cost-of-living 
adjustment that is indexed to CPI-W not greater than 2.50 percent with a floor of zero percent beginning 
January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has enacted a 
three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the Retirement Board approved several changes to the actuarial assumptions in 2017. 
The long term expected rate of return was reduced from 7.75 percent to 7.45 percent, the inflation 
assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered to 
3.00 percent, and total salary increases rate was lowered by decreasing the merit component of the 
individual salary increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy and 
disabled mortality assumptions were updated to the RP-2014 mortality tables with generational 
improvement scale MP-2016. Rates of retirement, termination and disability were modified to better reflect 
anticipated future experience. 
 
Changes in Benefit Terms - STRS 
 
For fiscal year 2018, the cost-of-living adjustment (COLA) was reduced to zero.  
 
Note 2 - Net OPEB Liability 
 
Changes in Assumptions – SERS 
 
Amounts reported for fiscal year 2019 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 3.56 percent to 3.62 
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percent. Single Equivalent Interest Rate, net of plan investment expense, including price inflation,   
increased from 3.63 percent to 3.70 percent. The health care cost trend assumptions changed as follows:  
 
Pre-Medicare 
  Fiscal year 2018  7.50 percent initially, decreasing to 4.00 percent 

Fiscal year 2019 7.25 percent initially, decreasing to 4.75 percent 
Medicare 
 Fiscal year 2018  5.50 percent initially, decreasing to 5.00 percent 

Fiscal year 2019 5.375 percent initially, decreasing to 4.75 percent 
 

Amounts reported for fiscal year 2018 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 2.92 percent to 3.56 
percent. Single Equivalent Interest Rate, net of plan investment expense, including price inflation,   
increased from 2.98 percent to 3.63 percent. 
 
Changes in Benefit Terms - SERS 

There have been no changes to the benefit provisions. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2019, the discount rate was increased from the blended rate of 4.13 percent to the long-term 
expected rate of return of 7.45 percent. Valuation year per capita health care costs were updated. Health 
care cost trend rates ranged from 6.00 percent to 11 percent initially and a 4.50 percent ultimate rate for 
fiscal year 2018 and changed for fiscal year 2019 to a range of -5.20 percent to 9.60 percent, initially and a 
4.00 ultimate rate. 
 
For fiscal year 2018, the blended discount rate was increased from 3.26 percent to 4.13 percent. Valuation 
year per capita health care costs were updated, and the salary scale was modified. The percentage of future 
retirees electing each option was updated based on current data and the percentage of future disabled retirees 
and terminated vested participants electing health coverage were decreased. The assumed mortality, 
disability, retirement, withdrawal and future health care cost trend rates were modified along with the 
portion of rebated prescription drug costs. 
 
Changes in Benefit Terms – STRS 
 
For fiscal year 2019, the subsidy multiplier for non-Medicare benefit recipients was increased from 1.9 
percent to 1.944 percent per year of service effective January 1, 2019. The non-Medicare frozen subsidy 
base premium was increased effective January 1, 2019 and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 1, 2020. 
 
For fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued for 
certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will be 
discontinued beginning January 2019. This was subsequently extended, see above paragraph.  
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December 18, 2019 
 
To the Board of Directors 
Lincoln Park Academy 
Cuyahoga County, Ohio 
3185 West 41st Street 
Cleveland, Ohio 44109 
 

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 
and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards  
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of Lincoln Park 
Academy, Cuyahoga County, Ohio (the “School”) as of and for the year ended June 30, 2019, and the 
related notes to the financial statements, which collectively comprise the School’s basic financial 
statements, and have issued our report thereon dated December 18, 2019. 
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School’s internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate in 
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the School’s internal control. Accordingly, we 
do not express an opinion on the effectiveness of the School’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with 
governance. 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified. 
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Lincoln Park Academy 
Independent Auditor’s Report on Internal Control over Financial Reporting and on  

Compliance and Other Matters Based on an Audit of Financial Statements  
Performed in Accordance with Government Auditing Standards 

Page 2 of 2 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 
results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 

 
 
 
 
 

        Cambridge, Ohio 
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This is a true and correct copy of the report which is required to be filed in the Office of the 
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88 East Broad Street, Columbus, Ohio 43215 
Phone: 614-466-4514 or 800-282-0370 

www.ohioauditor.gov

 
 
 
Board of Directors 
Lincoln Park Academy 
3185 West 41st Street 
Cleveland, Ohio  44109-1275 
 
 
We have reviewed the Independent Auditor’s Report of Lincoln Park Academy, Cuyahoga 
County, prepared by Rea & Associates, Inc., for the audit period July 1, 2017 through June 30, 
2018.  Based upon this review, we have accepted these reports in lieu of the audit required by 
Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying financial 
statements and, accordingly, we are unable to express, and do not express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  Lincoln Park Academy is responsible for 
compliance with these laws and regulations. 
 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
March 7, 2019  
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December 26, 2018 
 
To the Board of Directors 
Lincoln Park Academy 
Cuyahoga County, Ohio 
1385 West 41st Street 
Cleveland, Ohio 44109 
 

Independent Auditor's Report 

 
Report on the Financial Statements 

 

We have audited the accompanying financial statements of the Lincoln Park Academy, Cuyahoga 
County, Ohio, (the “School”) as of and for the year ended June 30, 2018, and the related notes to the 
financial statements, which collectively comprise the School’s basic financial statements as listed in the 
table of contents. 
 
Management’s Responsibility for the Financial Statements 

 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 

 

Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the School’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the School’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating 
the appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
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Lincoln Park Academy 
Independent Auditor’s Report 
Page 2 of 2 
 
Opinion 

 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the School, as of June 30, 2018, and the changes in its financial position and its cash 
flows for the year then ended in accordance with accounting principles generally accepted in the United 
States of America. 
 

Emphasis of a Matter  

 
As described in Note 3, the School restated the net position balances to account for the implementation of 
GASB Statement No. 75, Accounting and Financial reporting for Postemployment Benefits other than 

Pensions. Our opinion is not modified with respect to this matter. 
 

Other Matters 

 

Required Supplementary Information 

 

Accounting principles generally accepted in the United States of America require that the the 
Management’s Discussion and Analysis, Schedule of the School’s Proportionate Share of the Net Pension 

Liability, Schedule of the School’s Contributions-Pension, Schedule of the School’s Proportionate Share 

of the Net OPEB Liability, and Schedule of the School’s Contributions-OPEB on pages 3-7, 33, 34-35, 37 
and 38-39, respectively, be presented to supplement the basic financial statements. Such information, 
although not a part of the basic financial statements, is required by the Governmental Accounting 
Standards Board who considers it to be an essential part of financial reporting for placing the basic 
financial statements in an appropriate operational, economic, or historical context. We have applied 
certain limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion 
or provide any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance. 
 
Other Reporting Required by Government Auditing Standards 

 

In accordance with Government Auditing Standards, we have also issued our report dated December 26, 
2018 on our consideration of the School’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the School’s internal control over financial reporting or on compliance. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards in considering the 
School’s internal control over financial reporting and compliance. 

             
              Cambridge, Ohio 
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The discussion and analysis of the Lincoln Park Academy’s (the School) financial performance provides 
an overall review of the School’s financial activities for the fiscal year ended June 30, 2018.  The intent of 
this discussion and analysis is to look at the School’s financial performance as a whole; readers should 
also review the basic financial statements and notes to the basic financial statements to enhance their 
understanding of the School’s financial performance.  
 
The Management’s Discussion and Analysis (MD&A) is an element of the reporting model adopted by 
the Governmental Accounting Standard Board (GASB) in their Statement No. 34 Basic Financial 
Statements – and Management’s Discussion and Analysis – for State and Local Governments issued 
June 1999.  Certain comparative information between the current year and the prior year is required to be 
presented in the MD&A.   
 
Financial Highlights 
 

• In total, net position increased $295,576, which represents a 19.5 percent change from 2017. 
 
• Total assets decreased $13,759, which represents an 18.2 percent change from 2017. 

 
• Total liabilities decreased $826,702, which represents a 30.4 percent change from 2017. 

 
• The School implemented GASB 75, which reduced beginning net position as previously reported 

by $440,042.  
 

• A decrease in net pension liability and net OPEB liability substantially decreased fringe benefits 
(reported as pension/OPEB expense) compared to fiscal year 2017. See further explanation after 
Table 1. 

 
The net pension liability (NPL) is the largest single liability reported by the School at June 30, 2018   and 
is reported pursuant to GASB Statement 68, Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27.   For fiscal year 2018, the School adopted GASB Statement 75, 
Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions, which 
significantly revises accounting for costs and liabilities related to other postemployment benefits (OPEB).  
For reasons discussed below, many end users of this financial statement will gain a clearer understanding 
of the School’s actual financial condition by adding deferred inflows related to pension and OPEB, the 
net pension liability and the net OPEB liability to the reported net position and subtracting deferred 
outflows related to pension and OPEB. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OPEB liability.  GASB 68 and 
GASB 75 take an earnings approach to pension and OPEB accounting; however, the nature of Ohio’s 
statewide pension/OPEB plans and state law governing those systems requires additional explanation in 
order to properly understand the information presented in these statements. 
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GASB 68 and GASB 75 require the net pension liability and the net OPEB liability to equal the School’s 
proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service  

2 Minus plan assets available to pay these benefits 
 
GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, 
benefits, and the promise of a future pension and other postemployment benefits.  GASB noted that the 
unfunded portion of this promise is a present obligation of the government, part of a bargained-for benefit 
to the employee, and should accordingly be reported by the government as a liability since they received 
the benefit of the exchange.  However, the School is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement systems to provide healthcare to eligible benefit recipients.  The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a 
specific, legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension/OPEB plan as against the public employer.  State law 
operates to mitigate/lessen the moral obligation of the public employer to the employee, because all 
parties enter the employment exchange with notice as to the law.  The retirement system is responsible for 
the administration of the pension and OPEB plans.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability.  As explained above, changes in benefits, 
contribution rates, and return on investments affect the balance of these liabilities, but are outside the 
control of the local government.  In the event that contributions, investment returns, and other changes are 
insufficient to keep up with required payments, State statute does not assign/identify the responsible party 
for the unfunded portion.  Due to the unique nature of how the net pension liability and the net OPEB 
liability are satisfied, these liabilities are separately identified within the long-term liability section of the 
statement of net position. 
 
In accordance with GASB 68 and GASB 75, the School’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB liability, respectively, not accounted for as 
deferred inflows/outflows.  
 
As a result of implementing GASB 75, the School is reporting a net OPEB liability and deferred 
inflows/outflows of resources related to OPEB on the accrual basis of accounting.  This implementation 
also had the effect of restating net position at June 30, 2017, from ($1,077,199) to ($1,517,241). 
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Using this Financial Report 
 
This report consists of three parts, the Required Supplementary Information, the basic financial 
statements, and notes to those statements.  The basic financial statements include a Statement of Net 
Position, a Statement of Revenues, Expenses and Changes in Net Position, and a Statement of Cash 
Flows.  
 
Statement of Net Position 

 
The Statement of Net Position answers the question of how well the School performed financially during 
2018. This statement includes all assets, deferred outflows of resources, liabilities, deferred inflows of 
resources, and net position, both financial and capital and current and long-term, using the accrual basis 
of accounting, which is the accounting used by most private-sector companies. This basis of accounting 
takes into account all revenues and expenses during the year, regardless of when the cash is received or 
expended.  
 
Table 1 provides a summary of the School’s Net Position for fiscal year 2018 and fiscal year 2017 
(Restated). 
 

Restated
2018 2017

Assets
Current Assets 61,853$         75,612$         
Total Assets 61,853 75,612

Deferred Outflows 999,161 1,386,119

Liabilities
Current Liabilities 36,628 37,936
Long Term Liabilities 1,855,681 2,681,075
Total Liabilities 1,892,309 2,719,011

Deferred Inflows 390,370 259,961

Net Position
Unrestricted (1,221,665) (1,517,241)
Total Net Position (1,221,665)$   (1,517,241)$   

(Table 1)
Statement of Net Position

 
 

Total assets decreased $13,759 from 2017. This was due primarily to a decrease in grant funding 
receivable. Long term liabilities decreased $825,394 from 2017. The significant decrease in long term 
liabilities is largely the result of a change in benefit terms in which STRS reduced their COLA to zero 
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coupled by a slight reduction in COLA benefits by SERS. The significant changes in pension and OPEB 
deferred outflows and pension deferred inflows are primarily from changes in proportionate share of 
contributions. All components of pension and OPEB accruals contribute to the fluctuations in deferred 
outflows/inflows and NPL/NOL and are described in more detail in their respective notes. 
 
Statement of Revenues, Expenses, and Changes in Net Position 
 
Table 2 shows the changes in net position for fiscal year 2018 and 2017. 

 

2018 2017

Operating Revenue 1,782,873$     2,102,023$     
Non-Operating Revenue 410,852 442,193
Total Revenue 2,193,725 2,544,216

Operating Expenses 1,898,149 3,052,490

Change In Net Position 295,576$       (508,274)$      

(Table 2)
Change in Net Position

 
The information necessary to restate the 2017 beginning balances and the 2017 OPEB expense amounts 
for the effects of the initial implementation of GASB 75 is not available. Therefore, 2017 functional 
expenses still include OPEB expense of $446 computed under GASB 45. GASB 45 required recognizing 
pension expense equal to the contractually required contributions to the plan. Under GASB 75, OPEB 
expense represents additional amounts earned, adjusted by deferred inflows/outflows. The contractually 
required contribution is no longer a component of OPEB expense. Under GASB 75, the 2018 statements 
report negative OPEB expense of $63,477. Consequently, in order to compare 2018 total program 
expenses to 2017, the following adjustments are needed: 
 

Total 2018 Program Expenses under GASB 75 1,898,149$        
Negative OPEB Expense under GASB 75 63,477
2018 Contractually Required Contribution 2,906

Adjusted 2018 Program Expenses 1,964,532
Total 2017 Program Expenses under GASB 45 3,052,490
Decrease in Program Expenses not Related to OPEB (1,087,958)$       

 
The School’s operating and non-operating revenues in 2018 were based on the School’s full-time 
equivalent (FTE) and the School’s federal grant funding received throughout the year. The decrease in 
School’s revenue was primarily caused by the decrease in student enrollment. The School’s most 
significant expense was “Purchased services: Management fees” paid pursuant to the management 
agreement in place between the School and STA Lincoln Park, LLC. These expenses decreased primarily 
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due to a decrease in enrollment.  See financial highlights for explanation of fluctuations in operating 
expenses. The negative expense reported by Pension & OPEB was also caused by these accruals. 
 
Current Financial Issues 
 
Lincoln Park Academy received revenue for 204 students in 2018. Lincoln Park Academy is different 
from many other schools as it provides education in a distance-learning environment to students in nearly 
every county in the State of Ohio. State law governing community schools allows for the School to have 
open enrollment across traditional school district boundaries.   
 
The School receives its support almost entirely from state aid.  Per pupil revenue from state aid for the 
School averaged $8,740 in fiscal year 2018.  The School receives additional revenues from grant 
subsidies. 
 
Although there is a possibility that state aid will be cut in future years due to the economic climate, the 
School feels that the relationship with the management company will insulate them from any significant 
change.  The relationship brings stability to the School since specific percentages of revenues are payable 
to the management company (See notes to the basic financials statements, note 8). 
 
Contacting the School’s Financial Management 
 
This financial report is designed to provide our readers with a general overview of the School’s finances 
and to show the School’s accountability for the money it receives.  If you have questions about this report 
or need additional information, contact the Fiscal Officer at 3320 West Market Street, Suite 300, 
Fairlawn, Ohio 44333. 
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ASSETS

Current Assets
Cash & Cash Equivalents 47,027$                       
Grants Funding Receivable 14,826

Total Assets 61,853

DEFERRED OUTFLOWS OF RESOURCES

Pension 984,495
OPEB 14,666

Total Deferred Outflows of Resources 999,161

LIABILITIES

Current Liabilities
Accounts Payable 21,802
Grants Funding Payable 14,826

Total Current Liabilities 36,628

Long Term Liabilities
Net Pension Liability 1,531,086
Net OPEB Liability 324,595

Total Long Term Liabilities 1,855,681

Total Liabilities 1,892,309

DEFERRED INFLOWS OF RESOURCES

Pension 326,640
OPEB 63,730

Total Deferred Inflows of Resources 390,370

NET POSITION

Unrestricted Net Position (1,221,665)

Total Net Position (1,221,665)$                

Statement of Net Position
Cuyahoga County, Ohio
Lincoln Park Academy

June 30, 2018

8
See accompanying notes to the basic financial statements.
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OPERATING REVENUES

State Basic Aid 1,732,453$                 
Facilities Aid 39,789
Casino Revenue 10,631

Total Operating Revenues 1,782,873

OPERATING EXPENSES

Purchased Services: Management Fees 1,695,495
Purchased Services: Grant Programs 391,012
Pension & OPEB (308,027)
Sponsorship Fees 51,872
Other Expenses 67,797

Total Operating Expenses 1,898,149

Operating Income (Loss) (115,276)

NON-OPERATING REVENUES

Federal and State Grants 391,012
Miscellaneous 19,840

Total Non-Operating Revenues 410,852

Change in Net Position 295,576

Net Position Beginning of Year (Restated) (1,517,241)

Net Position End of Year (1,221,665)$                

Statement of Revenues, Expenses, and Changes in Net Position
For the Fiscal Year Ended June 30, 2018

Lincoln Park Academy
Cuyahoga County, Ohio

9
See accompanying notes to the basic financial statements.
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INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH FLOWS FROM OPERATING ACTIVITIES

Cash Received From State Aid 1,782,784$                 
Cash Payments To Suppliers For Goods And Services (2,191,700)

                                    
Net Cash Used For Operating Activities (408,916)

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Cash Received From Grant Programs 391,012
Cash Received From Miscellaneous Sources 19,840

Net Cash Received From Noncapital Financing Activities 410,852

Net Increase in Cash and Cash Equivalents 1,936

Cash and Cash Equivalents at Beginning of Year 45,091
                                    

Cash and Cash Equivalents at End of Year 47,027$                      
                                    

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH
USED FOR OPERATING ACTIVITIES

Operating Income (Loss) (115,276)$                  

ADJUSTMENTS TO RECONCILE OPERATING INCOME (LOSS) TO NET
CASH USED FOR OPERATING ACTIVITIES

Changes in Assets, Liabilities, and Deferred Outflows/Inflows:
Continuing Fees Receivable 1,711
Deferred Outflows of Resources 386,958
Deferred Inflows of Resources 130,409
Accounts Payable 14,476
State Aid Payable (1,800)
Net Pension/OPEB Liability (825,394)

                                    
Total Adjustments (293,640)

                                    
Net Cash Used For Operating Activities (408,916)$                  

For the Fiscal Year Ended June 30, 2018

Lincoln Park Academy
Cuyahoga County, Ohio
Statement of Cash Flows

10
See accompanying notes to the basic financial statements.
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NOTE 1 - DESCRIPTION OF THE SCHOOL AND REPORTING ENTITY 
 

Lincoln Park Academy (the School) is a state nonprofit corporation established pursuant to Ohio Rev. Code 
Chapters 3314 and 1702 to maintain and provide a school exclusively for any educational, literary, scientific 
and related teaching service. The School, which is part of the State’s education program, is independent of any 
school district.  The School may sue and be sued, acquire facilities as needed, and contract for any services 
necessary for the operation of the School.  

 
The School contracts with STA Lincoln Park, LLC for most of its functions (see note 8).  STA Lincoln Park, 
LLC is under ownership of ACCEL Schools of Ohio, LLC. 

 
The School signed a contract with Buckeye Community Hope Foundation (Sponsor) to operate through June 
30, 2023.  The School operates under a self-appointing, five-member Board of Directors (the Board).  The 
School’s Code of Regulations specify that vacancies that arise on the Board will be filled by the appointment 
of a successor director by a majority vote of the then existing directors. The Board is responsible for carrying 
out the provisions of the contract with the Sponsor, which include, but are not limited to, state-mandated 
provisions regarding student population, curriculum, academic goals, performance standards, admission 
standards, and qualifications of teachers. The School has one instructional/support facility, which is leased by 
STA Lincoln Park, LLC. The facility is staffed with teaching personnel employed by STA Lincoln Park, LLC, 
who provide services to 204 students. 

 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The financial statements of the School have been prepared in conformity with generally accepted accounting 
principles as applied to governmental nonprofit organizations. The Governmental Accounting Standards Board 
(GASB) is the accepted standard-setting body for establishing governmental accounting and financial reporting 
principles. The more significant of the School’s accounting policies are described on the following pages. 
 
Basis of Presentation 

 
The School’s financial statements consist of a Statement of Net Position, a Statement of Revenues, Expenses 
and Changes in Net Position, and a Statement of Cash Flows. Enterprise fund reporting focuses on the 
determination of the change in Net Position, financial position and cash flows. 

 
Auditor of State of Ohio Bulletin No. 2000-005 requires the presentation of all financial activity to be reported 
within one enterprise fund for year-end reporting purposes. Enterprise accounting is used to account for 
operations that are financed and operated in a manner similar to private business enterprises where the intent is 
that the costs (expenses) of providing goods or services to the general public on a continuing basis be financed 
or recovered primarily through user charges. 
 
Measurement Focus and Basis of Accounting 

 
The accounting and financial reporting treatment applied to a fund is determined by its measurement focus.  
Enterprise accounting uses a flow of economic resources measurement focus.  With this measurement focus, all 
assets and deferred outflows of resources as well as all liabilities and deferred inflows of resources are included 
on the Statement of Net Position.  Operating statements present increases (i.e., revenues) and decreases (i.e., 
expenses) in Net Position. The accrual basis of accounting is utilized for reporting purposes.  Revenues are 
recognized when they are earned, and expenses are recognized when they are incurred. 
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Budgetary Process 
 

Community schools are statutorily required to adopt a budget by Ohio Revised Code 3314.032(C).  However, 
unlike traditional public schools located in the State of Ohio, community schools are not required to follow the 
specific budgetary process and limits set forth in the Ohio Revised Code Chapter 5705, unless specifically 
provided in the contract between the School and its Sponsor. The contract between the School and its Sponsor 
does not require the School to follow the provisions Ohio Revised Code Chapter 5705; therefore, no budgetary 
information is presented in the basic financial statements.   
 
Cash and Cash Equivalents 

 
All cash received by the School is maintained in a demand deposit account.  
 
Intergovernmental Revenues 

 
The School currently participates in the State Foundation Program, facilities aid, and casino tax distributions, 
which are reflected under “operating revenues” on the Statement of Revenues, Expenses, and Changes in Net 
Position.  Revenues received from these programs are recognized as operating revenue in the accounting period 
in which all eligibility requirements have been met. 

 
Non-exchange transactions, in which the School receives value without directly giving equal value in return, 
include grants, entitlements, and contributions. Grants, entitlements, and contributions are recognized as non-
operating revenues in the accounting period in which all eligibility requirements have been met. 
 
Eligibility requirements include timing requirements, which specify the year when the resources are required to 
be used or the fiscal year when use is first permitted; matching requirements, in which the School must provide 
local resources to be used for a specified purpose; and expenditure requirements, in which the resources are 
provided to the School on a reimbursement basis.  
 
Capital Assets and Depreciation 

 
For purposes of recording capital assets, the Board has a capitalization threshold of $5,000.  

  
As of June 30, 2018, the School had no capital assets. 

 
Use of Estimates 

 
In preparing the financial statements, management is sometimes required to make estimates and assumptions 
that affect the reported amounts of assets and liabilities, the disclosure of contingent assets, deferred outflows 
of resources, liabilities and deferred inflows of resources at the date of the financial statements, and the 
reported amounts of revenues and expenses during the reporting period.  Actual results could differ from those 
estimates. 
 
Net Position 
 
Net Position represents the difference between assets and deferred outflows of resources, and liabilities and 
deferred inflows of resources. All of the School's Net position is unrestricted. The School applies restricted 
resources first when an expense is incurred for purposes for which both restricted and unrestricted net position 
is available. 
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Operating Revenues and Expenses 
 
Operating revenues are those revenues that are generated directly from the School’s primary activities. For the 
School, these revenues are primarily state aid payments. Operating expenses are necessary costs incurred to 
provide the goods and services that are the primary activities of the School. Revenues and expenses not 
meeting this definition are reported as non-operating. 
 
Pensions and Other Postemployment Benefits (OPEB) 
 
For purposes of measuring the net pension/OPEB liability, deferred outflows of resources and deferred inflows 
of resources related to pension/OPEB, and pension/OPEB expense; information about the fiduciary net 
position of the pension/OPEB plans and additions to/deductions from their fiduciary net positon have been 
determined on the same basis as they are reported by the pension/OPEB plan.  For this purpose, benefit 
payments (including refunds of employee contributions) are recognized when due and payable in accordance 
with the benefit terms.  The pension/OPEB plans report investments at fair value. 
 
Deferred Outflows/Inflows of Resources  
 
In addition to assets, the statements of financial position will sometimes report a separate section for deferred 
outflows of resources. Deferred outflows of resources represent a consumption of net position that applies to a 
future period and will not be recognized as an outflow of resources (expense/expenditure) until then. For the 
School, deferred outflows of resources are reported on the statement of net position for pension and OPEB. 
The deferred outflows of resources related to pension and OPEB plans are explained in Notes 11 and 12. 
 
In addition to liabilities, the statements of financial position report a separate section for deferred inflows of 
resources. Deferred inflows of resources represent an acquisition of net position that applies to a future period 
and will not be recognized until that time. For the School, deferred inflows of resources include pension and 
OPEB, which are reported on the statement of net position. (See Notes 11 and 12). 

 
NOTE 3 – IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES AND RESTATEMENT OF  
NET POSITION 
 
For the fiscal year ended June 30, 2018, the School has implemented Governmental Accounting Standards 
Board (GASB) Statement No. 75, Accounting and Financial reporting for Postemployment Benefits other than 
Pensions, GASB Statement No. 81, Irrevocable Split-Interest Agreements, GASB Statement No. 85, Omnibus 
2017 and GASB Statement No. 86, Certain Debt Extinguishments. 
 
GASB Statement No. 75 requires recognition of the entire net postemployment benefits other than pensions 
(other postemployment benefits or OPEB) liability and a more comprehensive measure of postemployment 
benefits expense for OPEB provided to the employees of state and local governmental employers through 
OPEB plans that are administered through trusts or equivalent arrangements. The implementation of GASB 
Statement No. 75 resulted in the inclusion of net OPEB liability and OPEB expense components on the 
financial statements.  See below for the effect on net position as previously reported. 
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Net Position, June 30, 2017 (1,077,199)$       
Adjustments:

Net OPEB Liability (440,488)
Deferred Outflow-Payments Subsequent to Measurement Date 446

Restated Net Position, July 1, 2017 (1,517,241)$       

 
Other than employer contributions subsequent to the measurement date, the School made no restatement for 
deferred inflows/outflows of resources as the information needed to generate these restatements was not 
available. 
 
GASB Statement No. 81 requires that a government that receives resources pursuant to an irrevocable split-
interest agreement recognize assets, liabilities, and deferred inflows of resources at the inception of the 
agreement. Furthermore, it requires that a government recognize assets representing its beneficial interests in 
irrevocable split-interest agreements that are administered by a third party, if the government controls the 
present service capacity of the beneficial interests. This Statement also requires that a government recognize 
revenue when the resources become applicable to the reporting period.  The implementation of GASB 
Statement No. 81 did not have an effect on the financial statements of the School. 
 
GASB Statement No. 85 addresses a variety of topics including issues related to blending component units, 
goodwill, fair value measurement and application, and postemployment benefits. These changes were 
incorporated in the School’s fiscal year 2018 financial statements; however, there was no effect on beginning 
net position/fund balance.  
 
GASB Statement No. 86 addresses the reporting and disclosure requirements of certain debt extinguishments 
including in-substance defeasance transactions and prepaid insurance associated with debt that is extinguished. 
The implementation of GASB Statement No. 86 did not have an effect on the financial statements of the 
School. 
 
NOTE 4 - DEPOSITS 

 
Protection of the School’s deposits is provided by the Federal Deposit Insurance Corporation (FDIC), by 
eligible securities pledged by the financial institution as security for repayment, or by the financial institutions 
participation in the Ohio Pooled Collateral System (OPCS), a collateral pool of eligible securities deposited 
with a qualified trustee and pledged to the Treasurer of State to secure the repayment of all public monies 
deposited in the financial institution. 

 
NOTE 5 - GRANTS FUNDING RECEIVABLE/PAYABLE 
 
The School has recorded “Grants funding receivable” in the amount of $14,826 to account for the remainder of 
State and Federal awards allocated to the School, but not received as of June 30, 2018. 

 
Additionally, under the terms of the management agreement (see note 8), the School has recorded a liability to 
STA Lincoln Park, LLC in the amount of $14,826 for 100 percent of any State and Federal monies uncollected 
or unpaid to STA Lincoln Park, LLC as of June 30, 2018. 
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NOTE 6 - CAPITAL ASSETS AND DEPRECIATION 
 
For the year ended June 30, 2018, there were no capital assets. 

 
NOTE 7 - RISK MANAGEMENT 

 
Property and Liability 
 
The School is exposed to various risks of loss related to torts; theft or damage to, and destruction of assets; 
errors and omissions; injuries to employees; and natural disasters. As part of its management agreement with, 
STA Lincoln Park, LLC, STA Lincoln Park, LLC has contracted with an insurance company for property and 
general liability insurance pursuant to the management agreement (see note 8).  There was no significant 
reduction in insurance coverage from the prior year, and there have not been any claims exceeding insurance 
coverage over the past three years. 

 
Director and Officer  
 
Coverage has been purchased by the School with a $1,000,000 aggregate limit and a $5,000 or $10,000 
deductible depending on the claim. 
 
NOTE 8 - AGREEMENT WITH STA LINCOLN PARK, LLC 

 
Effective July 1, 2013, the School entered into a management agreement (Agreement) with STA Lincoln Park, 
LLC, which is an educational consulting and Management Company. The term of the Agreement with STA 
Lincoln Park, LLC is for 2 years and will renew for 2 additional, successive five (5) year terms unless one 
party notifies the other party on or before the July 1 prior to the expiration of the then-current term of its 
intention to not renew the Agreement. Substantially all functions of the School have been contracted to STA 
Lincoln Park, LLC.  STA Lincoln Park, LLC is responsible and accountable to the School’s Board of Directors 
for the administration and operation of the School. The School is required to pay STA Lincoln Park, LLC a 
monthly continuing fee of 95 percent of the School's “Qualified Gross Revenues”, defined in the Agreement 
as, all revenues and income received by the School except for charitable contributions and other miscellaneous 
revenue and STA Lincoln Park, LLC shall receive 100 percent of any and all grants or funding of any kind 
generated by STA Lincoln Park, LLC, and its affiliates beyond the regular per pupil state funding received by 
the School, subject to any terms and conditions attached to the grants, if any. The continuing fee is paid to STA 
Lincoln Park, LLC based on the qualified gross revenues.  

 
The School had purchased service expenses for the year ended June 30, 2018, to STA Lincoln Park, LLC, of 
$2,086,507 of which $14,826 was payable to STA Lincoln Park, LLC at June 30, 2018. STA Lincoln Park, 
LLC will be responsible for all costs incurred in providing the educational program at the School, which 
include but are not limited to, salaries and benefits of all personnel, curriculum materials, textbooks, library 
books, computers and other equipment, software, supplies, building payments, maintenance, capital, and 
insurance. 

 
NOTE 9 - SPONSORSHIP FEES 
 
Included in the sponsor contract with the Sponsor, it states that the School will pay the Sponsor three percent 
(3%) of the total state funds received each year, in consideration for the time, organization, oversight, fees and 
costs of the Sponsor.  Such fees are paid to the Sponsor monthly.  As indicated on the Statement of Revenues, 
Expenses, and Changes in Net Position, the School incurred $51,872 in sponsorship fees to the Sponsor. 
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NOTE 10 - MANAGEMENT COMPANY EXPENSES 
 
As of June 30, 2018, STA Lincoln Park, LLC and its affiliates incurred the following expenses on behalf of 
the School: 
 

Regular 
Instruction

(1100 Function 
Codes)

Special 
Instruction

(1200 Function 
Codes)

Support 
Services

(2000 Function 
Codes)

Non-Instructional 
(3000 through 
7000 Function 

Codes)

Total

Direct Expenses: 
Salaries & Wages (100 Object Codes) 603,588$        -$                119,333$        -$                     722,921$    
Employees’ Benefits (200 Object Codes) 159,328          -                  49,147            -                       208,475      
Professional & Technical Services (410 Object Codes) 48,760            232,326          158,315          -                       439,401      
Property Services (420 Object Codes) -                  -                  300,553          -                       300,553      
Utilities (450 Object Codes) -                  -                  68,186            -                       68,186        
Contracted Craft or Trade Services (460 Object Codes) -                  -                  -                  106,031               106,031      
Transportation (480 Object Codes) -                  -                  149,063          -                       149,063      
Supplies (500 Object Codes) 48,500            1,441              28,245            -                       78,186        
Other Direct Costs (All Other Object Codes) -                  -                  136,489          -                       136,489      
Indirect Expenses: 
Overhead -                  -                  196,477          -                       196,477      
  
Total Expenses 860,176$        233,767$        1,205,808$     106,031$             2,405,782$ 

 
Overhead charges are assigned to the School based on a percentage of revenue.  These charges represent the 
indirect cost of services provided in the operation of the School.  Such services include, but are not limited to 
facilities management, equipment, operational support services, management and management consulting, 
board relations, human resources management, training and orientation, financial reporting and compliance, 
purchasing and procurement, education services, technology support, marketing and communications.  

 
NOTE 11 - DEFINED BENEFIT PENSION PLANS 
 
Net Pension Liability 
 
The net pension liability reported on the statement of net position represents a liability to employees for 
pensions. Pensions are a component of exchange transactions—between an employer and its employees—of 
salaries and benefits for employee services.  Pensions are provided to an employee—on a deferred-payment 
basis—as part of the total compensation package offered by an employer for employee services each financial 
period.  The obligation to sacrifice resources for pensions is a present obligation because it was created as a 
result of employment exchanges that already have occurred. 

 
The net pension liability represents the School’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-term 
variables, including estimated average life expectancies, earnings on investments, cost of living adjustments 
and others.  While these estimates use the best information available, unknowable future events require 
adjusting this estimate annually.   

 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which pensions are financed; however, the School does 
receive the benefit of employees’ services in exchange for compensation including pension.  
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GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from employee 
services; and (2) State statute requires all funding to come from these employers.  All contributions to date 
have come solely from these employers (which also includes costs paid in the form of withholdings from 
employees).  State statute requires the pension plans to amortize unfunded liabilities within 30 years.  If the 
amortization period exceeds 30 years, each pension plan’s board must propose corrective action to the State 
legislature.  Any resulting legislative change to benefits or funding could significantly affect the net pension 
liability.  Resulting adjustments to the net pension liability would be effective when the changes are legally 
enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability on 
the accrual basis of accounting.  Any liability for the contractually-required pension contribution outstanding at 
the end of the year is included in accounts payable.   

 
Plan Description - School Employees Retirement System (SERS) 
 
Plan Description – School non-teaching employees participate in SERS, a statewide, cost-sharing multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability and 
survivor benefits to plan members and beneficiaries.  Authority to establish and amend benefits is provided by 
Ohio Revised Code Chapter 3309.  SERS issues a publicly available, stand-alone financial report that includes 
financial statements, required supplementary information and detailed information about SERS’ fiduciary net 
position.  That report can be obtained by visiting the SERS website at www.ohsers.org under Employers/Audit 
Resources.  

 
Age and service requirements for retirement are as follows: 
  

Eligible to Retire on or before Eligible to Retire on or after
August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.  
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that varies 
based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of service credit 
over 30.  Final average salary is the average of the highest three years of salary. 
 
When a benefit recipient has received benefits for 12 months, an annual COLA is provided. This COLA is 
calculated on the base retirement benefit at the date of retirement and is not compounded. For those retiring 
prior to January 7, 2013, the COLA will continue to be a three percent simple annual COLA. For those retiring 
after January 7, 2013, beginning in calendar year 2019, the COLA will be based on the average percentage 
increase in the Consumer Price Index, capped at three percent. 
  
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and the 
School is required to contribute 14 percent of annual covered payroll.  The contribution requirements of plan 
members and employers are established and may be amended by the SERS’ Retirement Board up to statutory 
maximum amounts of 10 percent for plan members and 14 percent for employers.  The Retirement Board, 
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acting with the advice of the actuary, allocates the employer contribution rate among four of the System’s 
funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care Fund).  For the fiscal year 
ended June 30, 2018, the allocation to pension, death benefits, and Medicare B was 14 percent.  SERS 
allocated 0.5 percent of employer contributions to the Health Care Fund for fiscal year 2018. 

The School’s contractually required contribution to SERS was $24,142 for fiscal year 2018. 
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS issues a 
stand-alone financial report that includes financial statements, required supplementary information and detailed 
information about STRS’ fiduciary net position.  That report can be obtained by writing to STRS, 275 E. 
Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the STRS Web site at 
www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined Contribution 
(DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307.  The DB plan 
offers an annual retirement allowance based on final average salary multiplied by a percentage that varies 
based on years of service.  Effective August 1, 2015, the calculation was 2.2 percent of final average salary for 
the five highest years of earnings multiplied by all years of service. Members are eligible to retire at age 60 
with five years of qualifying service credit, or at age 55 with 26 years of service, or 31 years of service 
regardless of age.  Eligibility changes will be phased in until August 1, 2026, when retirement eligibility for 
unreduced benefits will be five years of service credit and age 65, or 35 years of service credit and at least age 
60. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by the 
member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined benefit 
unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination of 
employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent of 
the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
Member contributions to the DC Plan are allocated among investment choices by the member, and 
contributions to the DB Plan from the employer and the member are used to fund the defined benefit payment 
at a reduced level from the regular DB Plan. The defined benefit portion of the Combined Plan payment is 
payable to a member on or after age 60 with five years of service. The defined contribution portion of the 
account may be taken as a lump sum payment or converted to a lifetime monthly annuity after termination of 
employment at age 50 or later. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer to 
another STRS plan.  The optional annuitization of a member’s defined contribution account or the defined 
contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS bearing the 
risk of investment gain or loss on the account.  STRS has therefore included all three plan options as one 
defined benefit plan for GASB 68 reporting purposes. 
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A DB or Combined Plan member with five or more years of credited service who is determined to be disabled 
may qualify for a disability benefit.  Eligible survivors of members who die before service retirement may 
qualify for monthly benefits.  New members on or after July 1, 2013, must have at least ten years of qualifying 
service credit to apply for disability benefits.  Members in the DC Plan who become disabled are entitled only 
to their account balance.  If a member of the DC Plan dies before retirement benefits begin, the member’s 
designated beneficiary is entitled to receive the member’s account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers Retirement 
Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 30, 2018, plan 
members were required to contribute 14 percent of their annual covered salary. The School was required to 
contribute 14 percent; the entire 14 percent was the portion used to fund pension obligations.  The fiscal year 
2018 contribution rates were equal to the statutory maximum rates. 

 
The School’s contractually required contribution to STRS was $84,542 for fiscal year 2018. 
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
 
The net pension liability was measured as of June 30, 2017, and the total pension liability used to calculate the 
net pension liability was determined by an independent actuarial valuation as of that date. The School's 
employer allocation percentage of the net pension liability was based on the employer’s share of employer 
contributions in the pension plan relative to the total employer contributions of all participating employers. 
Following is information related to the proportionate share and pension expense: 
 

SERS STRS Total
Proportion of the Net Pension Liability:

Current Measurement Date 0.00486660% 0.00522124%
Prior Measurement Date 0.00572900% 0.00544103%

Change in Proportionate Share -0.00086240% -0.00021979%

Proportionate Share of the Net 
  Pension Liability 290,769$             1,240,317$           1,531,086$         
Pension Expense 40,606$               (173,566)$            (132,960)$           
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to the 
difference between projected and actual investment earnings, differences between expected and actual actuarial 
experience, changes in assumptions and changes in the School’s proportion of the collective net pension 
liability. The deferred outflows and deferred inflows are to be included in pension expense over current and 
future periods. The difference between projected and actual investment earnings is recognized in pension 
expense using a straight line method over a five year period beginning in the current year. Deferred outflows 
and deferred inflows resulting from changes in sources other than differences between projected and actual 
investment earnings are amortized over the average expected remaining service lives of all members (both 
active and inactive) using the straight line method. Employer contributions to the pension plan subsequent to 
the measurement date are also required to be reported as a deferred outflow of resources.  
 
At June 30, 2018 the School reported deferred outflows of resources and deferred inflows of resources related 
to pensions from the following sources:  
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SERS STRS Total
Deferred Outflows of Resources
Differences between Expected and 
  Actual Experience 12,515$               47,894$               60,409$             
Changes of Assumptions 15,035 271,271 286,306
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 102,581 426,515 529,096
School Contributions Subsequent to the 
  Measurement Date 24,142 84,542 108,684
Total Deferred Outflows of Resources 154,273$             830,222$             984,495$           

Deferred Inflows of Resources
Differences between Expected and 
  Actual Experience 0$                       9,997$                 9,997$               
Net Difference between Projected and 
  Actual Earnings on Pension Plan Investments 1,380 40,933 42,313
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 102,630 171,700 274,330
Total Deferred Inflows of Resources 104,010$             222,630$             326,640$           

 
 
$108,684 reported as deferred outflows of resources related to pension resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net pension liability in the fiscal 
year ending June 30, 2019.  Other amounts reported as deferred outflows of resources and deferred inflows of 
resources related to pension will be recognized in pension expense as follows:  

SERS STRS Total
Fiscal Year Ending June 30:

2019 59,586$               361,161$             420,747$           
2020 (20,293) 126,897 106,604
2021 (6,392) 26,350 19,958
2022 (6,780) 8,642 1,862

26,121$               523,050$             549,171$           
 

Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67, as 
part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations of an 
ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment terminations).  Actuarially determined amounts are subject to continual review and 
potential modifications, as actual results are compared with past expectations and new estimates are made 
about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time of each 
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valuation and the historical pattern of sharing benefit costs between the employers and plan members to that 
point. The projection of benefits for financial reporting purposes does not explicitly incorporate the potential 
effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations will 
take into account the employee's entire career with the employer and also take into consideration the benefits, if 
any, paid to the employee after termination of employment until the death of the employee and any applicable 
contingent annuitant. In many cases, actuarial calculations reflect several decades of service with the employer 
and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial valuation, 
prepared as of June 30, 2017, are presented below: 
 
Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
COLA or Ad Hoc COLA 2.50 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)  
 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with fully 
generational projection and a five year age set-back for both males and females.  Mortality among service 
retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with fully 
generational projection with Scale BB, 120 percent of male rates and 110 percent of female rates.  Mortality 
among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 percent for male rates 
and 100 percent for female rates, set back five years is used for the period after disability retirement.  
 
The actuarial assumptions used in the June 30, 2017 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, payroll 
growth assumption and assumed real wage growth were reduced in the most recent actuarial valuation.  The 
rates of withdrawal, retirement and disability updated to reflect recent experience and mortality rates were also 
updated. 
 
The long-term return expectation for the Pension Plan Investments has been determined by using a building-
block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  A forecasted 
rate of inflation serves as the baseline for the return expectation.  Various real return premiums over the 
baseline inflation rate have been established for each asset class.  The long-term expected nominal rate of 
return has been determined by calculating an arithmetic weighted average of the expected real return premiums 
for each asset class, adding the projected inflation rate, and adding the expected return from rebalancing 
uncorrelated asset classes. The target allocation and best estimates of arithmetic real rates of return for each 
major assets class are summarized in the following table: 
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Asset Class
Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return

 
 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers and 
from the members would be computed based on contribution requirements as stipulated by State statute.  
Projected inflows from investment earnings were calculated using the long-term assumed investment rate of 
return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position was projected to be 
available to make all future benefit payments of current plan members.  Therefore, the long-term expected rate 
of return on pension plan investments was applied to all periods of projected benefits to determine the total 
pension liability.   
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount Rate 
Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact the 
following table presents the School’s proportionate share of the net pension liability calculated using the 
discount rate of 7.50 percent, as well as what each plan’s net pension liability would be if it were calculated 
using a discount rate that is one percentage point lower (6.50 percent), or one percentage point higher (8.50 
percent) than the current rate. 

1% Decrease
(6.50%)

Current 
Discount Rate

(7.50%)
1% Increase 

(8.50%)
School's Proportionate Share
  of the Net Pension Liability 403,511$             290,769$             196,324$            
 
Actuarial Assumptions - STRS 
 
The total pension liability in the June 30, 2017, actuarial valuation was determined using the following 
actuarial assumptions, applied to all periods included in the measurement:  
 

Inflation 2.50 percent
Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Cost-of-Living Adjustments 0.00 percent effective July 1, 2017  

 
Post-retirement mortality rates for healthy retirees are based on the RP-2014 Annuitant Mortality Table with 50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 
80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality improvement 
scale MP-2016. Post-retirement disabled mortality rates are based on the RP-2014 Disabled Mortality Table 

Attachment 26: Audited Financial Statements Page 3764



Lincoln Park Academy 
Cuyahoga County, Ohio 

Notes to the Basic Financial Statements 
For the Fiscal Year Ended June 30, 2018 

____________________________________________________________________________________ 
 

23 
 

with 90 percent of rates for males and 100 percent of rates for females, projected forward generationally using 
mortality improvement scale MP-2016. Pre-retirement mortality rates are based on RP-2014 Employee 
Mortality Table, projected forward generationally using mortality improvement scale MP-2016. 
 
Actuarial assumptions used in the July 1, 2017, valuation are based on the results of an actuarial experience 
study for the period July 1, 2011 through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on the 
target allocation adopted by the Retirement Board. The target allocation and long-term expected rate of return 
for each major asset class are summarized as follows:  
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected

 
 

*The target allocation percentage is effective as of July 1, 2017. Target weights will be phased in over a 24-
month period concluding on July 1, 2019. 
 
**Ten year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25 
percent and does not include investment expenses. Over a 30-year period, STRS’ investment consultant 
indicates that the above target allocations should generate a return above the actuarial rate of return, without 
net value added by management. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 30, 
2017. The projection of cash flows used to determine the discount rate assumes member and employer 
contributions will be made at the statutory contribution rates in accordance with rate increases described above. 
 For this purpose, only employer contributions that are intended to fund benefits of current plan members and 
their beneficiaries are included. Based on those assumptions, STRS’ fiduciary net position was projected to be 
available to make all projected future benefit payments to current plan members as of June 30, 2017. 
Therefore, the long-term expected rate of return on pension plan investments of 7.45 percent was applied to all 
periods of projected benefit payments to determine the total pension liability as of June 30, 2017. 
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount Rate 
The following table presents the School's proportionate share of the net pension liability as of June 30, 2017, 
calculated using the current period discount rate assumption of 7.45 percent, as well as what the School's 
proportionate share of the net pension liability would be if it were calculated using a discount rate that is one-
percentage-point lower (6.45 percent) or one-percentage-point higher (8.45 percent) than the current 
assumption:  
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1% Decrease
(6.45%)

Current 
Discount Rate

(7.45%)
1% Increase 

(8.45%)
School's Proportionate Share
  of the Net Pension Liability 1,777,952$           1,240,317$           787,440$            

 
Assumption Changes since the Prior Measurement Date 
The Retirement Board approved several changes to the actuarial assumptions in 2017. The long term expected 
rate of return was reduced from 7.75 percent to 7.45 percent, the inflation assumption was lowered from 2.75 
percent to 2.50 percent, the payroll growth assumption was lowered to 3.00 percent, and total salary increases 
rate was lowered by decreasing the merit component of the individual salary increases, in addition to a decrease 
of 0.25 percent due to lower inflation. The healthy and disabled mortality assumptions were updated to the RP-
2014 mortality tables with generational improvement scale MP-2016. Rates of retirement, termination and 
disability were modified to better reflect anticipated future experience. 
 
Benefit Term Changes since the Prior Measurement Date 
Effective July 1, 2017, the COLA was reduced to zero.  
 
NOTE 12 - DEFINED BENEFIT OPEB PLANS 
 
Net OPEB Liability 

 
The net OPEB liability reported on the statement of net position represents a liability to employees for OPEB. 
OPEB is a component of exchange transactions-–between an employer and its employees—of salaries and 
benefits for employee services.  OPEB are provided to an employee—on a deferred-payment basis—as part of 
the total compensation package offered by an employer for employee services each financial period.  The 
obligation to sacrifice resources for OPEB is a present obligation because it was created as a result of 
employment exchanges that already have occurred. 

 
The net OPEB liability represents the School’s proportionate share of each OPEB plan’s collective actuarial 
present value of projected benefit payments attributable to past periods of service, net of each OPEB plan’s 
fiduciary net position.  The net OPEB liability calculation is dependent on critical long-term variables, 
including estimated average life expectancies, earnings on investments, cost of living adjustments and others.  
While these estimates use the best information available, unknowable future events require adjusting these 
estimates annually.   

 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The School 
cannot control benefit terms or the manner in which OPEB are financed; however, the School does receive the 
benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the liability is solely the obligation of the employer, because they benefit from employee 
services.  OPEB contributions come from these employers and health care plan enrollees which pay a portion 
of the health care costs in the form of a monthly premium.  The Ohio revised Code permits, but does not 
require the retirement systems to provide healthcare to eligible benefit recipients. Any change to benefits or 
funding could significantly affect the net OPEB liability. Resulting adjustments to the net OPEB liability 
would be effective when the changes are legally enforceable. The retirement systems may allocate a portion of 
the employer contributions to provide for these OPEB benefits. 

 

The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB liability on the 
accrual basis of accounting.  Any liability for the contractually-required OPEB contribution outstanding at the 
end of the year is included in accounts payable. 
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Plan Description - School Employees Retirement System (SERS) 
 
Health Care Plan Description - The School contributes to the SERS Health Care Fund, administered by SERS 
for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a cost-
sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare benefits to 
eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible dependents. 
Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most types of purchased 
credit, to qualify to participate in SERS’ health care coverage. In addition to age and service retirees, disability 
benefit recipients and beneficiaries who are receiving monthly benefits due to the death of a member or retiree, 
are eligible for SERS’ health care coverage. Most retirees and dependents choosing SERS’ health care 
coverage are over the age of 65 and therefore enrolled in a fully insured Medicare Advantage plan; however, 
SERS maintains a traditional, self-insured preferred provider organization for its non-Medicare retiree 
population. For both groups, SERS offers a self-insured prescription drug program. Health care is a benefit that 
is permitted, not mandated, by statute.  The financial report of the Plan is included in the SERS Comprehensive 
Annual Financial Report which can be obtained on SERS’ website at www.ohsers.org under Employers/Audit 
Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the Ohio 
Revised Code. The Health Care Fund was established and is administered in accordance with Internal Revenue 
Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any health plan or 
program. Active employee members do not contribute to the Health Care Plan.  The SERS Retirement Board 
established the rules for the premiums paid by the retirees for health care coverage for themselves and their 
dependents or for their surviving beneficiaries.  Premiums vary depending on the plan selected, qualified years 
of service, Medicare eligibility, and retirement status.   
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer contributions.  
Each year, after the allocation for statutorily required pensions and benefits, the Retirement Board may allocate 
the remainder of the employer contribution of 14 percent of covered payroll to the Health Care Fund in 
accordance with the funding policy. For fiscal year 2018, .5 percent of covered payroll was made to health 
care. An additional health care surcharge on employers is collected for employees earning less than an 
actuarially determined minimum compensation amount, pro-rated if less than a full year of service credit was 
earned. For fiscal year 2018, this amount was $23,700. Statutes provide that no employer shall pay a health 
care surcharge greater than 2 percent of that employer’s SERS-covered payroll; nor may SERS collect in 
aggregate more than 1.5 percent of the total statewide SERS-covered payroll for the health care surcharge.  For 
fiscal year 2018, the School’s surcharge obligation was $2,012.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total amount 
assigned to the Health Care Fund. The School’s contractually required contribution to SERS was $2,906 for 
fiscal year 2018.   Of this amount $2,012 is reported as an accounts payable.  
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part B 
premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the report of 
STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227-7877. 
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Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed by 
STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees, for the most recent year, pay a portion of the health care costs in the form of a monthly premium.  
Under Ohio law, funding for post-employment health care may be deducted from employer contributions, 
currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2018, STRS did not allocate any 
employer contributions to post-employment health care.   
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB  
 
The net OPEB liability was measured as of June 30, 2017, and the total OPEB liability used to calculate the net 
OPEB liability was determined by an actuarial valuation as of that date. The School's proportion of the net 
OPEB liability was based on the School's share of contributions to the respective retirement systems relative to 
the contributions of all participating entities.  Following is information related to the proportionate share and 
OPEB expense: 

 
SERS STRS Total

Proportion of the Net OPEB Liability
Current Measurement Date 0.00450420% 0.00522124%
Prior Measurement Date 0.00524494% 0.00544103%

Change in Proportionate Share -0.00074074% -0.00021979%

Proportionate Share of the Net OPEB Liability 120,881$             203,714$             324,595$             
OPEB Expense 364$                   (63,841)$              (63,477)$               
 
At June 30, 2018, the School reported deferred outflows of resources and deferred inflows of resources related 
to OPEB from the following sources: 
 

SERS STRS Total
Deferred Outflows of Resources
Differences between Expected and 
  Actual Experience 0$                       11,760$               11,760$               
School Contributions Subsequent to the 
  Measurement Date 2,906 0 2,906
Total Deferred Outflows of Resources 2,906$                 11,760$               14,666$               

Deferred Inflows of Resources
Net Difference between Projected and 
  Actual Earnings on OPEB Plan Investments 319$                   8,707$                 9,026$                 
Changes of Assumptions 11,471 16,410 27,881
Changes in Proportionate Share and Differences 
  between School Contributions and
  Proportionate Share of Contributions 16,747 10,076 26,823
Total Deferred Inflows of Resources 28,537$               35,193$               63,730$               
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$2,906 reported as deferred outflows of resources related to OPEB resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the year 
ending June 30, 2019.  Other amounts reported as deferred outflows of resources and deferred inflows of 
resources related to OPEB will be recognized in OPEB expense as follows:  
 

SERS STRS Total
Fiscal Year Ending June 30:

2019 (10,304)$              (4,631)$               (14,935)$              
2020 (10,304) (4,631) (14,935)
2021 (7,850) (4,631) (12,481)
2022 (79) (4,630) (4,709)
2023 0 (2,454) (2,454)

Thereafter 0 (2,456) (2,456)

(28,537)$              (23,433)$              (51,970)$              
 

 
Actuarial Assumptions - SERS 
 
The total OPEB liability is determined by SERS’ actuaries in accordance with GASB Statement No. 74, as part 
of their annual actuarial valuation for each retirement plan. Actuarial valuations of an ongoing plan involve 
estimates of the value of reported amounts (e.g., salaries, credited service) and assumptions about the 
probability of occurrence of events far into the future (e.g., mortality, disabilities, retirements, employment 
terminations). Actuarially determined amounts are subject to continual review and potential modifications, as 
actual results are compared with past expectations and new estimates are made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time of each 
valuation and the historical pattern of sharing benefit costs between the employers and plan members to that 
point. The projection of benefits for financial reporting purposes does not explicitly incorporate the potential 
effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations will 
take into account the employee's entire career with the employer and also take into consideration the benefits, if 
any, paid to the employee after termination of employment until the death of the employee and any applicable 
contingent annuitant. In many cases, actuarial calculations reflect several decades of service with the employer 
and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total OPEB liability in the latest actuarial valuation date 
of June 30, 2017, are presented below: 
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Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Municipal Bond Index Rate

Measurement Date 3.56 percent
Prior Measurement Date 2.92 percent

Single Equivalent Interest Rate
Measurement Date 3.63 percent, net of plan investment expense, including price inflation
Prior Measurement Date 2.98 percent, net of plan investment expense, including price inflation

Medical Trend Assumption
Medicare 5.50 percent - 5.00 percent
Pre-Medicare 7.50 percent - 5.00 percent  

 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection and 
Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality Table with 
90 percent for male rates and 100 percent for female rates set back five years. 
 
The most recent experience study was completed for the five year period ended June 30, 2015.   
 
The long-term expected rate of return on plan assets is reviewed as part of the actuarial five-year experience 
study. The most recent study covers fiscal years 2010 through 2015, and was adopted by the Board on April 
21, 2016. Several factors are considered in evaluating the long-term rate of return assumption including long-
term historical data, estimates inherent in current market data, and a log-normal distribution analysis in which 
best-estimate ranges of expected future real rates of return were developed by the investment consultant for 
each major asset class. These ranges were combined to produce the long-term expected rate of return, 7.50 
percent, by weighting the expected future real rates of return by the target asset allocation percentage and then 
adding expected inflation. The capital market assumptions developed by the investment consultant are intended 
for use over a 10-year horizon and may not be useful in setting the long-term rate of return for funding pension 
plans which covers a longer timeframe. The assumption is intended to be a long-term assumption and is not 
expected to change absent a significant change in the asset allocation, a change in the inflation assumption, or a 
fundamental change in the market that alters expected returns in future years. 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, as 
used in the June 30, 2015 five-year experience study, are summarized as follows: 
 

Asset Class
Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2017 was 3.63 percent. 
The discount rate used to measure total OPEB liability prior to June 30, 2017 was 2.98 percent. The projection 
of cash flows used to determine the discount rate assumed that contributions will be made from members and 
the System at the state statute contribution rate of 2.00 percent of projected covered employee payroll each 
year, which includes a 1.50 percent payroll surcharge and 0.50 percent of contributions from the basic benefits 
plan. Based on these assumptions, the OPEB plan’s fiduciary net position was projected to become insufficient 
to make future benefit payments during the fiscal year ending June 30, 2025. Therefore, the long-term expected 
rate of return on OPEB plan assets was used to present value the projected benefit payments through the fiscal 
year ending June 30, 2024 and the Fidelity General Obligation 20-year Municipal Bond Index rate of 3.56 
percent, as of June 30, 2017 (i.e. municipal bond rate), was used to present value the projected benefit 
payments for the remaining years in the projection. The total present value of projected benefit payments from 
all years was then used to determine the single rate of return that was used as the discount rate. The projection 
of future benefit payments for all current plan members was until the benefit payments ran out. 
 
Sensitivity of the School's Proportionate Share of the Net OPEB Liability to Changes in the Discount Rate 
and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in the 
discount rate and the health care cost trend rate. The following table presents the net OPEB liability of SERS, 
what SERS' net OPEB liability would be if it were calculated using a discount rate that is 1 percentage point 
lower (2.63 percent) and higher (4.63 percent) than the current discount rate (3.63 percent). Also shown is 
what SERS' net OPEB liability would be based on health care cost trend rates that are 1 percentage point lower 
(6.5 percent decreasing to 4.0 percent) and higher (8.5 percent decreasing to 6.0 percent) than the current rate. 
  

1% Decrease
(2.63%)

Current 
Discount Rate

(3.63%)
1% Increase 

(4.63%)
School's Proportionate Share
  of the Net OPEB Liability 145,979$             120,881$             100,997$             

1% Decrease
Current 

Trend Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability 98,086$               120,881$             151,051$              
 
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results used in 
the June 30, 2017, actuarial valuation are presented below:   

 
Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Cost-of-Living Adjustments (COLA) 0.00 percent effective July 1, 2017
Blended Discount Rate of Return 4.13 percent
Health Care Cost Trends 6.00 percent to 11.00 percent, initial, 4.50 percent ultimate  
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Projections of benefits include the historical pattern of sharing benefit costs between the employers and retired 
plan members. 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 percent of 
rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 and 84, 
and 100 percent of rates thereafter, projected forward generationally using mortality improvement scale MP-
2016. For disabled retirees, mortality rates are based on the RP-2014 Disabled Mortality Table with 90 percent 
of rates for males and 100 percent of rates for females, projected forward generationally using mortality 
improvement scale MP-2016. 
 
Actuarial assumptions used in the June 30, 2017, valuation are based on the results of an actuarial experience 
study for the period July 1, 2011 through June 30, 2016.  
 
Since the prior measurement date, the discount rate was increased from 3.26 percent to 4.13 percent based on 
the methodology defined under GASB Statement No. 74, Financial Reporting for Postemployment Benefit 
Plans Other Than Pension Plans (OPEB) and the long term expected rate of return was reduced from 7.75 
percent to 7.45 percent. Valuation year per capita health care costs were updated, and the salary scale was 
modified. The percentage of future retirees electing each option was updated based on current data and the 
percentage of future disabled retirees and terminated vested participants electing health coverage were 
decreased. The assumed mortality, disability, retirement, withdrawal and future health care cost trend rates 
were modified along with the portion of rebated prescription drug costs. 
 
Also since the prior measurement date, the subsidy multiplier for non-Medicare benefit recipients was reduced 
from 2.1 percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were 
discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 2019.  Subsequent to the current measurement date, 
the date for discontinuing remaining Medicare Part B premium reimbursements was extended to January 2020. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on the 
target allocation adopted by the Retirement Board.  The target allocation and long-term expected rate of return 
for each major asset class are summarized as follows:  
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

100.00 %

Allocation Real Rate of Return*
Target Long Term Expected

 
 

*Ten year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25 
percent and does not include investment expenses.  Over a 30-year period, STRS' investment consultant 
indicates that the above target allocations should generate a return above the actual rate of return, without net 
value added by management. 
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Discount Rate The discount rate used to measure the total OPEB liability was 4.13 percent as of June 30, 
2017. The projection of cash flows used to determine the discount rate assumes STRS Ohio continues to 
allocate no employer contributions to the health care fund. Based on these assumptions, the OPEB plan’s 
fiduciary net position was not projected to be sufficient to make all projected future benefit payments of current 
plan members. The OPEB plan’s fiduciary net position was projected to become insufficient to make future 
benefit payments during the fiscal year ending June 30, 2037.  Therefore, the long-term expected rate of return 
on OPEB plan assets was used to determine the present value of the projected benefit payments through the 
fiscal year ending June 30, 2036 and the Bond Buyer 20-year municipal bond rate of 3.58 percent as of June 
30, 2017 (i.e. municipal bond rate), was used to determine the present value of the projected benefit payments 
for the remaining years in the projection.  The total present value of projected benefit payments from all years 
was then used to determine the single rate of return that was used as the discount rate. The blended discount 
rate of 4.13 percent, which represents the long-term expected rate of return of 7.45 percent for the funded 
benefit payments and the Bond Buyer 20-year municipal bond rate of 3.58 percent for the unfunded benefit 
payments, was used to measure the total OPEB liability as of June 30, 2017.  A blended discount rate of 3.26 
percent which represents the long term expected rate of return of 7.75 percent for the funded benefit payments 
and the Bond Buyer 20-year municipal bond rate of 2.85 percent for the unfunded benefit payments was used 
to measure the total OPEB liability at June 30, 2016. 
 
Sensitivity of the School’s Proportionate Share of the Net OPEB Liability to Changes in the Discount and 
Health Care Cost Trend Rate The following table represents the net OPEB liability as of June 30, 2017, 
calculated using the current period discount rate assumption of 4.13 percent, as well as what the net OPEB 
liability would be if it were calculated using a discount rate that is one percentage point lower (3.13 percent) or 
one percentage point higher (5.13 percent) than the current assumption. Also shown is the net OPEB liability 
as if it were calculated using health care cost trend rates that are one percentage point lower or one percentage 
point higher than the current health care cost trend rates. 

1% Decrease
(3.13%)

Current 
Discount Rate

(4.13%)
1% Increase 

(5.13%)
School's Proportionate Share
  of the Net OPEB Liability 273,482$             203,714$             148,574$             

1% Decrease
Current 

Trend Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability 141,531$             203,714$             285,552$              
 
NOTE 13 - CONTINGENCES 

 
Grants 
 
Amounts received from grantor agencies are subject to audit and adjustment by the grantor. Any disallowed 
costs may require refunding to the grantor.  Amounts which may be disallowed, if any, are not presently 
determinable.  However, in the opinion of the School, any such disallowed claims will not have a material 
adverse effect on the financial position of the School. 
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Enrollment FTE 
 

School foundation funding is based on the annualized full-time equivalent (FTE) enrollment of each 
student. However, there is an important nexus between attendance and enrollment for Foundation funding 
purposes.  Community schools must provide documentation that clearly demonstrates students have 
participated in learning opportunities. The Ohio Department of Education (ODE) is legislatively required to 
adjust/reconcile funding as enrollment information is updated by schools throughout the State, which can 
extend past the fiscal year end.  
   
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance.  As of the date of this report, ODE has not performed an FTE Review on the School for fiscal 
year 2018. 
 
As of the date of this report, additional ODE adjustments for fiscal year 2018 are not finalized.  As a result, the 
impact of future FTE adjustments on the fiscal year 2018 financial statements is not determinable, at this time. 
Management believes this may result in either an additional receivable to, or a liability of, the School. 
 
In addition, the School’s contracts with their Sponsor and Management Company require payment based on 
revenues received from the State. As discussed above, additional FTE adjustments for fiscal year 2018 are not 
finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 2018 financial 
statements, related to additional reconciliation necessary with these contracts, is not determinable.  
Management believes this may result in either an additional receivable to, or liability of, the School. 

 
Litigation 

 
The School is not a party to legal proceedings that, in the opinion of management, would have a material 
adverse effect on the financial statements. 
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2018 2017 2016 2015
School Employees Retirement System (SERS)

School's Proportion of the Net Pension Liability 0.00486660% 0.00572900% 0.00824580% 0.00652800%

School's Proportionate Share of the Net Pension Liability 290,769$       419,310$         470,513$      330,378$      

School's Covered Payroll 159,929$       239,500$         257,716$      141,847$      

School's Proportionate Share of the Net Pension Liability
as a Percentage of its Covered Payroll 181.81% 175.08% 182.57% 232.91%

Plan Fiduciary Net Position as a Percentage of the Total Pension Liability 69.50% 62.98% 69.16% 71.70%

State Teachers Retirement System (STRS)

School's Proportion of the Net Pension Liability 0.00522124% 0.00544103% 0.00619780% 0.00500360%

School's Proportionate Share of the Net Pension Liability 1,240,317$    1,821,277$      1,712,891$   1,217,049$   

School's Covered Payroll 574,014$       681,943$         758,071$      505,785$      

School's Proportionate Share of the Net Pension Liability
as a Percentage of its Covered Payroll 216.08% 267.07% 225.95% 240.63%

Plan Fiduciary Net Position as a Percentage of the Total Pension Liability 75.30% 66.80% 72.10% 74.70%

(1) Information prior to 2015 is not available.

Note: The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

Lincoln Park Academy
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net Pension Liability

Last Four Fiscal Years (1)
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2018 2017 2016 2015
School Employees Retirement System (SERS)

Contractually Required Contribution 24,142$               22,390$               33,530$               33,967$               

Contributions in Relation to the 
Contractually Required Contribution (24,142) (22,390) (33,530) (33,967)

Contribution Deficiency (Excess) 0$  0$  0$  0$  

School's Covered Payroll 178,830$             159,929$             239,500$             257,716$             

Pension Contributions as a Percentage of 
Covered Payroll 13.50% 14.00% 14.00% 13.18%

State Teachers Retirement System (STRS)

Contractually Required Contribution 84,542$               80,362$               95,472$               106,130$             

Contributions in Relation to the 
Contractually Required Contribution (84,542) (80,362) (95,472) (106,130)

Contribution Deficiency (Excess) 0$  0$  0$  0$  

School's Covered Payroll 603,871$             574,014$             681,943$             758,071$             

Pension Contributions as a Percentage of 
Covered Payroll 14.00% 14.00% 14.00% 14.00%

(1) Information prior to 2014 is not available

Lincoln Park Academy
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Contributions  - Pension

Last Five Fiscal Years(1)
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2014

19,660$               

(19,660)

0$  

141,847$             

13.86%

65,752$               

(65,752)

0$  

505,785$             

13.00%
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2018 2017
School Employees Retirement System (SERS)

School's Proportion of the Net OPEB Liability 0.00450420% 0.00524494%

School's Proportionate Share of the Net OPEB Liability 120,881$               149,500$  

School's Covered Payroll 159,929$               239,500$  

School's Proportionate Share of the Net OPEB Liability
as a Percentage of its Covered Payroll 75.58% 62.42%

Plan Fiduciary Net Position as a Percentage of the Total OPEB Liability 12.46% 11.49%

State Teachers Retirement System (STRS)

School's Proportion of the Net OPEB Liability 0.00522124% 0.00544103%

School's Proportionate Share of the Net OPEB Liability 203,714$               290,988$  

School's Covered Payroll 574,014$               681,943$  

School's Proportionate Share of the Net OPEB Liability
as a Percentage of its Covered Payroll 35.49% 42.67%

Plan Fiduciary Net Position as a Percentage of the Total OPEB Liability 47.10% 37.30%

(1) Information prior to 2017 is not available.

Note: The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

Lincoln Park Academy
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net OPEB Liability

Last Two Fiscal Years (1)
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2018 2017 2016 2015
School Employees Retirement System (SERS)

Contractually Required Contribution (1) 2,906$  446$  248$  1,556$  

Contributions in Relation to the 
Contractually Required Contribution (2,906) (446) (248) (1,556)

Contribution Deficiency (Excess) 0$  0$  0$  0$  

School's Covered Payroll 178,830$             159,929$             239,500$             257,716$             

OPEB Contributions as a Percentage of 
Covered Payroll (1) 1.63% 0.28% 0.10% 0.60%

State Teachers Retirement System (STRS)

Contractually Required Contribution 0$  0$  0$  0$  

Contributions in Relation to the 
Contractually Required Contribution 0 0 0 0

Contribution Deficiency (Excess) 0$  0$  0$  0$  

School's Covered Payroll 603,871$             574,014$             681,943$             758,071$             

OPEB Contributions as a Percentage of 
Covered Payroll 0.00% 0.00% 0.00% 0.00%

(1) Includes surcharge
(2) Information prior to 2014 in not available

Lincoln Park Academy
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Contributions - OPEB

Last Five Fiscal Years(2)
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2014

3,737$  

(3,737)

0$  

141,847$             

2.63%

5,058$  

(5,058)

0$  

505,785$             

1.00%
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Note 1 - Net Pension Liability 
 
Changes in Assumptions - SERS 
 
For fiscal year 2017, the SERS Board adopted the following assumption changes: 

• Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent 
• Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent 
• Assumed real wage growth was reduced from 0.75 percent to 0.50 percent 
• Rates of withdrawal, retirement and disability were updated to reflect recent experience. 
• Mortality among active members was updated to the following: 

o RP-2014 Blue Collar Mortality Table with fully generational projection and a five year 
age set-back for both males and females. 

• Mortality among service retired members, and beneficiaries was updated to the following: 
o RP-2014 Blue Collar Mortality Table with fully generational projection with Scale BB, 

120 percent of male rates, and 110 percent of female rates. 
• Mortality among disable member was updated to the following: 

o RP-2000 Disabled Mortality Table, 90 percent for male rates and 100 percent for female 
rates, set back five years is used for the period after disability retirement.   

 
Changes in Benefit Terms - SERS 

For fiscal year 2018, the cost-of-living adjustment was changed from a fixed 3.00 percent to a cost-of-living 
adjustment that is indexed to CPI-W not greater than 2.50 percent with a floor of zero percent beginning 
January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has enacted a 
three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the Retirement Board approved several changes to the actuarial assumptions in 2017. 
The long term expected rate of return was reduced from 7.75 percent to 7.45 percent, the inflation 
assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered to 
3.00 percent, and total salary increases rate was lowered by decreasing the merit component of the 
individual salary increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy and 
disabled mortality assumptions were updated to the RP-2014 mortality tables with generational 
improvement scale MP-2016. Rates of retirement, termination and disability were modified to better reflect 
anticipated future experience. 
 
Changes in Benefit Terms - STRS 
 
Effective for fiscal year 2018, the cost-of-living adjustment (COLA) was reduced to zero.  
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Note 2 - Net OPEB Liability 
 
Changes in Assumptions – SERS 
 
Amounts reported for fiscal year 2018 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability as presented below: 
 
Municipal Bond Index Rate: 

Fiscal year 2018   3.56 percent 
Fiscal year 2017   2.92 percent 

Single Equivalent Interest Rate, net of plan investment expense, including price inflation 
Fiscal year 2018   3.63 percent 
Fiscal year 2017   2.98 percent 

 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the discount rate was increased from 3.26 percent to 4.13 percent based on the 
methodology defined under GASB Statement No. 74, Financial Reporting for Postemployment Benefit 
Plans Other Than Pension Plans (OPEB) and the long term expected rate of return was reduced from 7.75 
percent to 7.45 percent. Valuation year per capita health care costs were updated, and the salary scale was 
modified. The percentage of future retirees electing each option was updated based on current data and the 
percentage of future disabled retirees and terminated vested participants electing health coverage were 
decreased. The assumed mortality, disability, retirement, withdrawal and future health care cost trend rates 
were modified along with the portion of rebated prescription drug costs. 
 
Also for fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued for 
certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will be 
discontinued beginning January 2019. 
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December 26, 2018 
 
To the Board of Directors 
Lincoln Park Academy 
Cuyahoga County, Ohio 
1385 West 41st Street 
Cleveland, Ohio 44109 
 

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 

and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards  

 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 

issued by the Comptroller General of the United States, the financial statements of Lincoln Park 
Academy, Cuyahoga County, Ohio (the “School”) as of and for the year ended June 30, 2018, and the 
related notes to the financial statements, which collectively comprise the School’s basic financial 
statements, and have issued our report thereon dated December 26, 2018, in which we noted in our report 
that the School restated the net position balance to account for the implementation of GASB Statement 
No. 75, Accounting and Financial reporting for Postemployment Benefits other than Pensions.  
 
Internal Control over Financial Reporting 

 
In planning and performing our audit of the financial statements, we considered the School’s internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate in 
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the School’s internal control. Accordingly, we 
do not express an opinion on the effectiveness of the School’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with 
governance. 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified. 
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Lincoln Park Academy 
Independent Auditor’s Report on Internal Control over Financial Reporting and on  

Compliance and Other Matters Based on an Audit of Financial Statements  
Performed in Accordance with Government Auditing Standards 

Page 2 of 2 
 
Compliance and Other Matters 

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

 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 

 
 
 
 
 

        Cambridge, Ohio 
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Board of Directors 
Lincoln Park Academy 
1385 West 41st Street 
Cleveland, Ohio 44109 
 
 
We have reviewed the Independent Auditor’s Report of the Lincoln Park Academy, Cuyahoga 
County, prepared by Rea & Associates, Inc., for the audit period July 1, 2016 through June 30, 
2017.  Based upon this review, we have accepted these reports in lieu of the audit required by 
Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying financial 
statements and, accordingly, we are unable to express, and do not express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Lincoln Park Academy is responsible for 
compliance with these laws and regulations. 
 
 
 
 
 
 
 
 
Dave Yost 
Auditor of State 
 
March 26, 2018  
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January 24, 2018 
 
To the Board of Directors 
Lincoln Park Academy 
Cuyahoga County, Ohio 
1385 West 41st Street 
Cleveland, Ohio 44109 
 

Independent Auditor's Report 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Lincoln Park Academy, Cuyahoga 
County, Ohio, (the “School”) as of and for the year ended June 30, 2017, and the related notes to the 
financial statements, which collectively comprise the School’s basic financial statements as listed in the 
table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation 
and fair presentation of the financial statements in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s 
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. 
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Lincoln Park Academy 
Independent Auditor’s Report 
Page 2 of 2 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the School, as of June 30, 2017, and the changes in its financial position and its cash 
flows for the year then ended in accordance with accounting principles generally accepted in the United 
States of America. 
 
Emphasis of Matter 
 
As described in Note 14, the School restated the beginning net position to account for a prior period 
adjustment related to a reporting error within deferred outflows of resources. Our opinion is not modified 
with respect to this matter. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, the Schedule of the School's Proportionate Share of the Net Pension Liability, 
and Schedule of School Contributions on pages 4-8, 29-30, and 31-32, respectively, be presented to 
supplement the basic financial statements. Such information, although not a part of the basic financial 
statements, is required by the Governmental Accounting Standards Board who considers it to be an 
essential part of financial reporting for placing the basic financial statements in an appropriate 
operational, economic, or historical context. We have applied certain limited procedures to the required 
supplementary information in accordance with auditing standards generally accepted in the United States 
of America, which consisted of inquiries of management about the methods of preparing the information 
and comparing the information for consistency with management’s responses to our inquiries, the basic 
financial statements, and other knowledge we obtained during our audit of the basic financial statements. 
We do not express an opinion or provide any assurance on the information because the limited procedures 
do not provide us with sufficient evidence to express an opinion or provide any assurance.  
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated January 24, 
2018 on our consideration of the School’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the School’s internal control over financial reporting or on compliance. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards in considering the 
School’s internal control over financial reporting and compliance. 

 
Cambridge, Ohio 
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The discussion and analysis of the Lincoln Park Academy’s (the School) financial performance provides 
an overall review of the School’s financial activities for the fiscal year ended June 30, 2017.  The intent of 
this discussion and analysis is to look at the School’s financial performance as a whole; readers should 
also review the basic financial statements and notes to the basic financial statements to enhance their 
understanding of the School’s financial performance.  
 
The Management’s Discussion and Analysis (MD&A) is an element of the reporting model adopted by the 
Governmental Accounting Standard Board (GASB) in their Statement No. 34 Basic Financial 
Statements – and Management’s Discussion and Analysis – for State and Local Governments 
issued June 1999.  Certain comparative information between the current year and the prior year is 
required to be presented in the MD&A.   
 
Financial Highlights 
 

• In total, net position decreased $508,274, which represents an 89.3 percent change from 2016. 
This was primarily due to the decrease in deferred outflows of resources, and the increase in the 
net pension liability and deferred inflow of resources from GASB 68. 

 
• Total assets decreased $5,173, which represents a 6.4 percent change from 2016.  This was 

primarily due to a decrease in state aid receivable. 
 

• Liabilities increased $52,776, which represents a 2.4 percent change from 2016. This was 
primarily due to the increase in net pension liability from GASB 68. 

 
• Deferred outflows of resources decreased $278,257, which represents a 16.7 percent change. 

This change results from the contractually required obligation from GASB 68. 
 

• Deferred inflows of resources increased $172,068, which represents a 195.8 percent change. 
This change represents the effects due to GASB 68. 

 
During a previous year, the School adopted GASB Statement 68, Accounting and Financial Reporting for 
Pensions—an Amendment of GASB Statement 27, which significantly revises accounting for pension 
costs and liabilities.  For reasons discussed below, many end users of this financial statement will gain a 
clearer understanding of the School’s actual financial condition by adding deferred inflows related to 
pension and the net pension liability to the reported net position and subtracting deferred outflows related 
to pension. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  When accounting for 
pension costs, GASB 27 focused on a funding approach.  This approach limited pension costs to 
contributions annually required by law, which may or may not be sufficient to fully fund each plan’s net 
pension liability.  GASB 68 takes an earnings approach to pension accounting; however, the nature of 
Ohio’s statewide pension systems and state law governing those systems requires additional explanation 
in order to properly understand the information presented in these statements. 
 
Under the standards required by GASB 68, the net pension liability equals the School’s proportionate 
share of each plan’s collective: 
 

1. Present value of estimated future pension benefits attributable to active and inactive employees’ 
     past service 
2. Minus plan assets available to pay these benefits 
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Financial Highlights (Continued) 
 
GASB notes that pension obligations, whether funded or unfunded, are part of the “employment 
exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, and the 
promise of a future pension.  GASB noted that the unfunded portion of this pension promise is a present 
obligation of the government, part of a bargained-for benefit to the employee, and should accordingly be 
reported by the government as a liability since they received the benefit of the exchange.  However, the 
School is not responsible for certain key factors affecting the balance of this liability.  In Ohio, the 
employee shares the obligation of funding pension benefits with the employer.  Both employer and 
employee contribution rates are capped by State statute.  A change in these caps requires action of both 
Houses of the General Assembly and approval of the Governor.  Benefit provisions are also determined 
by State statute.  The employee enters the employment exchange with the knowledge that the employer’s 
promise is limited not by contract but by law.  The employer enters the exchange also knowing that there 
is a specific, legal limit to its contribution to the pension system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension system as against the public employer.  State law operates to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter the 
employment exchange with notice as to the law.  The pension system is responsible for the administration 
of the plan.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. 
sick and vacation leave), are satisfied through paid time-off or termination payments.  There is no 
repayment schedule for the net pension liability.  As explained above, changes in pension benefits, 
contribution rates, and return on investments affect the balance of the net pension liability, but are outside 
the control of the local government.  In the event that contributions, investment returns, and other 
changes are insufficient to keep up with required pension payments, State statute does not assign/identify 
the responsible party for the unfunded portion.  Due to the unique nature of how the net pension liability is 
satisfied, this liability is separately identified within the long-term liability section of the statement of net 
position. 
 
In accordance with GASB 68, the School’s statements prepared on an accrual basis of accounting 
include an annual pension expense for their proportionate share of each plan’s change in net pension 
liability not accounted for as deferred inflows/outflows. The School is also reporting a net pension liability 
and deferred inflows/outflows of resources related to pension on the accrual basis of accounting. 
 
Using this Financial Report 
 
This report consists of three parts, the Required Supplementary Information, the basic financial 
statements, and notes to those statements.  The basic financial statements include a Statement of Net 
Position, a Statement of Revenues, Expenses and Changes in Net Position, and a Statement of Cash 
Flows.  
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Statement of Net Position 
 

The Statement of Net Position answers the question of how well the School performed financially during 
2017. This statement includes all assets, deferred outflows of resources, liabilities, deferred inflows of 
resources, and net position, both financial and capital and current and long-term, using the accrual basis 
of accounting, which is the accounting used by most private-sector companies. This basis of accounting 
takes into account all revenues and expenses during the year, regardless of when the cash is received or 
expended.  
 
Table 1 provides a summary of the School’s Net Position for fiscal year 2017 and fiscal year 2016 
(Restated). 
 

Restated
2017 2016

Assets

Current Assets 75,612$           80,785$           

Deferred Outflow of Resources

Pension System 1,385,673        1,663,930        

Liabilities

Current Liabilities 37,936             42,343             
Long Term Liabilities 2,240,587        2,183,404        
Total Liabilities 2,278,523        2,225,747        

Deferred Inflow of Resources

Pension System 259,961           87,893             

Net Position

Unrestricted (1,077,199)       (568,925)          
Total Net Position (1,077,199)$      (568,925)$        

Table 1
Statement of Net Position

 
Total assets decreased $5,173. This was due primarily to a decrease in state aid receivable. Deferred 
outflows of resources decreased $278,257. Liabilities increased $52,776. This was primarily due to the 
increase of net pension liability. Deferred inflows of resources increased $172,068. The changes in 
deferred outflows and inflows of resources were impacted by GASB 68 accruals. 
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Statement of Revenues, Expenses, and Changes in Net Position 
 
Table 2 shows the changes in net position for fiscal year 2017 and 2016 (Restated), as well as a listing of 
revenues and expenses. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
Revenues received in 2017 increased primarily due to the increase in School’s State aid based on full-
time equivalency (FTE) enrollment increases from 208 to 232 in 2017. The School’s most significant 
expense was “Purchased services: Management fees” paid pursuant to the management agreement in 
place between the School and STA Lincoln Park, LLC. Expenses incurred during 2017 increased 
primarily due to the management agreement between the School and Lincoln Park, LLC. The agreement 
provides that specific percentages of the revenues received by the School will be paid to STA Lincoln 
Park, LLC to fund operations. (See notes to the basic financial statements, note 8).   
 
 
 

Restated
2017 2016

Operating revenue

State aid 2,102,023$      1,924,509$      

Non-operating revenues

Federal Grants 421,191          470,435          
State Grants 2,825              2,953              
Miscellaneous 18,177            19,750            

Total revenues 2,544,216        2,417,647        

Operating expenses

Purchased services: Management fees 1,999,334        1,830,769        
Purchased Services: Federal Grant Programs 421,191          470,435          
Purchased Services: State Grant Programs 2,825              2,953              
Pension 507,508          406,138          
Sponsorship Fees 61,682            56,131            
Board of Education 16,545            17,276            
Legal 13,120            14,951            
Accounting & Auditing 24,015            19,269            
Bank Fees -                     165                 
Insurance: D&O & liability 5,265              5,229              
Miscellaneous Expense 1,004              -                     
Total Expenses 3,052,490        2,823,316        

Change in net position (508,274)$        (405,669)$        

Table 2
Change in Net Position
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Capital Assets  
 
At the end of fiscal year 2017, the School had no capital assets. 
 
Current Financial Issues 
 
Lincoln Park Academy received revenue for 232 students in 2017. Lincoln Park Academy is different from 
many other schools as it provides education in a distance-learning environment to students in nearly 
every county in the State of Ohio. State law governing community schools allows for the School to have 
open enrollment across traditional school district boundaries.   
 
The School receives its support almost entirely from state aid.  Per pupil revenue from state aid for the 
School averaged $9,014 in fiscal year 2017.  The School receives additional revenues from grant 
subsidies. 
 
Although there is a possibility that state aid will be cut in future years due to the economic climate, the 
School feels that the relationship with the management company will insulate them from any significant 
change.  The relationship brings stability to the School since specific percentages of revenues are 
payable to the management company (See notes to the basic financials statements, note 8). 
 
Contacting the School’s Financial Management 
 
This financial report is designed to provide our readers with a general overview of the School’s finances 
and to show the School’s accountability for the money it receives.  If you have questions about this report 
or need additional information, contact the Fiscal Officer for the Lincoln Park Academy, 3320 West Market 
Street, Suite 300, Fairlawn, Ohio 44333. 
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ASSETS

Current assets
Cash & cash equivalents 45,091$                      
Federal grants receivable 28,810                        
Continuing fees receivable 1,711                          

Total assets 75,612                        

DEFERRED OUTFLOWS OF RESOURCES

Pension system 1,385,673                   

LIABILITIES

Current liabilities
Accounts payable 7,326                          
Federal grant funding payable 28,810                        
State aid payable 1,800                          

Total current liabilities 37,936                        

Long term liabilities
Net pension liability 2,240,587                   

Total liabilities 2,278,523                   

DEFERRED INFLOWS OF RESOURCES

Pension system 259,961                      

NET POSITION

Unrestricted net position (1,077,199)                  

Total net position (1,077,199)$                

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

STATEMENT OF NET POSITION
CUYAHOGA COUNTY

LINCOLN PARK ACADEMY

JUNE 30, 2017

9
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OPERATING REVENUES

State basic aid 2,044,624$  
Facilities aid 46,436 
3rd grade reading bonus 213 
Casino revenue 10,750 

Total operating revenues 2,102,023 

OPERATING EXPENSES

Purchased services: Management fees 1,999,334 
Purchased services: Federal Grant programs 421,191 
Purchased services: State Grant programs 2,825 
Pension 507,508 
Sponsorship Fees 61,682 
Board of Education 16,545 
Legal 13,120 
Accounting & Auditing 24,015 
Insurance: D&O & liability 5,265 
Miscellaneous Expense 1,004 

Total operating expenses 3,052,490 

Operating loss (950,467) 

NON-OPERATING REVENUES

Federal grants 421,191 
State grants 2,825 
Miscellaneous 18,177 

Total non-operating revenues 442,193 

Change in net position (508,274) 

Net position, July 1, 2016 (Restated, See note 14) (568,925) 

Net position, June 30, 2017 (1,077,199)$  

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

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
FOR THE YEAR ENDED JUNE 30, 2017

LINCOLN PARK ACADEMY
CUYAHOGA COUNTY

10
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INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH FLOWS FROM OPERATING ACTIVITIES

Cash received from state aid 2,109,959$                  
Cash payments to suppliers for goods and services (2,549,389)                  

                                    
Net cash used for operating activities (439,430)                     

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Cash received from grant programs 418,356                       
Cash received from miscellaneous sources 18,178                         

Net cash received from noncapital financing activities 436,534                       

Net decrease in cash and cash equivalents (2,896)                         

Cash and cash equivalents at beginning of year 47,987                         
                                    

Cash and cash equivalents at end of year 45,091$                       
                                    

RECONCILIATION OF OPERATING LOSS TO NET CASH
USED FOR OPERATING ACTIVITIES

Operating loss (950,467)$                   

ADJUSTMENTS TO RECONCILE OPERATING LOSS TO NET
CASH USED FOR OPERATING ACTIVITIES

Changes in assets, liabilities, and deferred outflows/inflows of resources:
Continuing fees receivable (1,711)                         
Pension deferred outflows 278,257                       
State aid receivable 9,647                           
Pension deferred inflows 172,068                       
Net pension liability 57,183                         
Accounts payable (2,702)                         
Continuing fees payable (9,165)                         
Federal grant funding payable 5,660                           
State aid payable 1,800                           

                                    
Total adjustments 511,037                       

                                    
Net cash used for operating activities (439,430)$                   

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

FOR THE YEAR ENDED JUNE 30, 2017

LINCOLN PARK ACADEMY
CUYAHOGA COUNTY

STATEMENT OF CASH FLOWS

11
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1. DESCRIPTION OF THE SCHOOL AND REPORTING ENTITY 
 
Lincoln Park Academy (the School) is a state nonprofit corporation established pursuant to Ohio Rev. 
Code Chapters 3314 and 1702 to maintain and provide a school exclusively for any educational, 
literary, scientific and related teaching service. The School, which is part of the State’s education 
program, is independent of any school district.  The School may sue and be sued, acquire facilities as 
needed, and contract for any services necessary for the operation of the School.  
 
The School contracts with STA Lincoln Park, LLC for most of its functions (see note 8). 
 
The School signed a contract with Buckeye Community Hope Foundation (Sponsor) to operate for a 
period from July 1, 2015 through June 30, 2018.  The School operates under a self-appointing, five-
member Board of Directors (the Board).  The School’s Code of Regulations specify that vacancies 
that arise on the Board will be filled by the appointment of a successor director by a majority vote of 
the then existing directors. The Board is responsible for carrying out the provisions of the contract with 
the Sponsor, which include, but are not limited to, state-mandated provisions regarding student 
population, curriculum, academic goals, performance standards, admission standards, and 
qualifications of teachers. The School has one instructional/support facility, which is leased by STA 
Lincoln Park, LLC. The facility is staffed with teaching personnel employed by STA Lincoln Park, LLC, 
who provide services to 232 students. 
 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

The financial statements of the School have been prepared in conformity with generally accepted 
accounting principles as applied to governmental nonprofit organizations. The Governmental 
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing 
governmental accounting and financial reporting principles. The more significant of the School’s 
accounting policies are described on the following pages. 

 
A. Basis of Presentation 
 

The School’s financial statements consist of a Statement of Net Position, a Statement of 
Revenues, Expenses and Changes in Net Position, and a Statement of Cash Flows. 
Enterprise fund reporting focuses on the determination of the change in Net Position, financial 
position and cash flows. 
 
Auditor of State of Ohio Bulletin No. 2000-005 requires the presentation of all financial activity 
to be reported within one enterprise fund for year-end reporting purposes. Enterprise 
accounting is used to account for operations that are financed and operated in a manner 
similar to private business enterprises where the intent is that the costs (expenses) of 
providing goods or services to the general public on a continuing basis be financed or 
recovered primarily through user charges. 

 
 B. Measurement Focus and Basis of Accounting 

 
The accounting and financial reporting treatment applied to a fund is determined by its 
measurement focus.  Enterprise accounting uses a flow of economic resources measurement 
focus.  With this measurement focus, all assets and deferred outflows of resources as well as 
all liabilities and deferred inflows of resources are included on the Statement of Net Position.  
Operating statements present increases (i.e., revenues) and decreases (i.e., expenses) in 
Net Position. The accrual basis of accounting is utilized for reporting purposes.  Revenues 
are recognized when they are earned, and expenses are recognized when they are incurred. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

C. Budgetary Process 
 

Unlike traditional public schools located in the State of Ohio, community schools are not 
required to follow budgetary provisions set forth in Ohio Rev. Code Section 5705, unless 
specifically provided in the School’s contract with its Sponsor. The contract between the 
School and its Sponsor requires a detailed school budget for each year of the contract.  In 
addition, the Board adopted an operating budget at the beginning of fiscal year 2017. 
However, the budget does not have to follow the provisions of Ohio Rev. Code Section 5705, 
except for section 5705.391 as it relates to five-year forecasts.   

 
D.  Cash and Cash Equivalents 
 

All cash received by the School is maintained in a demand deposit account.  
 

E.  Intergovernmental Revenues 
 

The School currently participates in the State Foundation Program, facilities aid, 3rd grade 
reading bonus and casino tax distributions, which are reflected under “operating revenues” on 
the Statement of Revenues, Expenses, and Changes in Net Position.  Revenues received 
from these programs are recognized as operating revenue in the accounting period in which 
all eligibility requirements have been met. 

 
 Non-exchange transactions, in which the School receives value without directly giving equal 

value in return, include grants, entitlements, and contributions. Grants, entitlements, and 
contributions are recognized as non-operating revenues in the accounting period in which all 
eligibility requirements have been met. 

 
Eligibility requirements include timing requirements, which specify the year when the 
resources are required to be used or the fiscal year when use is first permitted; matching 
requirements, in which the School must provide local resources to be used for a specified 
purpose; and expenditure requirements, in which the resources are provided to the School on 
a reimbursement basis.  Amounts awarded under the above programs for the 2017 school 
year totaled $2,526,039. 

 
F. Capital Assets and Depreciation 
 

For purposes of recording capital assets, the Board has a capitalization threshold of $5,000.  
  
As of June 30, 2017, the School had no capital assets. 

 
G. Use of Estimates 
 

In preparing the financial statements, management is sometimes required to make estimates 
and assumptions that affect the reported amounts of assets and liabilities, the disclosure of 
contingent assets, deferred outflows of resources, liabilities and deferred inflows of resources 
at the date of the financial statements, and the reported amounts of revenues and expenses 
during the reporting period.  Actual results could differ from those estimates. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

H. Net Position 
 

Net Position represents the difference between assets and deferred outflows of resources, 
and liabilities and deferred inflows of resources. All of the School's Net position is 
unrestricted. 

 
I. Operating Revenues and Expenses 

 
Operating revenues are those revenues that are generated directly from the School’s primary 
activities. For the School, these revenues are primarily state aid payments. Operating 
expenses are necessary costs incurred to provide the goods and services that are the 
primary activities of the School. Revenues and expenses not meeting this definition are 
reported as non-operating. 

 
 J. Pensions 
 

For purposes of measuring the net pension liability, deferred outflows of resources and 
deferred inflows of resources related to pensions, and pension expense, information about 
the fiduciary net position of the pension plans and additions to/deductions from their fiduciary 
net positon have been determined on the same basis as they are reported by the pension 
systems.  For this purpose, benefit payments (including refunds of employee contributions) 
are recognized when due and payable in accordance with the benefit terms.  The pension 
systems report investments at fair value. 
 

K. Deferred Outflows and Deferred Inflows of Resources 
 
In addition to assets, the statements of the financial position will sometimes report a separate 
section for deferred outflows of resources. Deferred outflows of resources represent a 
consumption of net position that applies to a future period and will not be recognized as an 
outflow of resources (expense) until then. For the School, deferred outflows of resources are 
reported on the statement of net position for pension. The deferred outflows of resources 
related to pension are explained in note 11. 

 
In addition to liabilities, the statements of financial position report a separate section for 
deferred inflows of resources. Deferred inflows of resources represent an acquisition of net 
position that applied to a future period and will not be recognized until that time. For the 
School, deferred inflows of resources include amounts for pension. These amounts are 
deferred and recognized as an inflow of resources in the period the amounts become 
available. Deferred inflows of resources related to pension are reported on the government-
wide statement of net position. (See Note 11) 
 

 
 
 
 
 
 
 
 
 
 
 
 

Attachment 26: Audited Financial Statements Page 3807



LINCOLN PARK ACADEMY 
CUYAHOGA COUNTY 

 
NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED JUNE 30, 2017 
 (Continued) 

 

15 

3. CHANGE IN ACCOUNTING PRINCIPLES 
 

For the fiscal year ended June 30, 2017, the School has implemented Governmental 
Accounting Standards Board (GASB) Statement No. 77, Tax Abatement Disclosures, GASB 
Statement No. 78, Pensions Provided through Certain Multiple-Employer Defined Benefit 
Pension Plans, GASB Statement No. 80, Blending Requirements for Certain Component 
Units – an amendment of GASB Statement No. 14 and GASB Statement No. 82, Pension 
Issues – an amendment of GASB Statements No. 67, No. 68, and No. 73.  
 
GASB Statement No. 77 requires disclosure of tax abatement information about (1) a 
reporting government’s own tax abatement agreements and (2) those that are entered into by 
other government and that reduce the reporting government’s tax revenues. The 
implementation of GASB Statement No. 77 did not have an effect on the financial statements 
of the School.  
 
GASB Statement No. 78 amends the scope of GASB Statement No. 68 to exclude certain 
multiple-employer defined benefit pension plans provided to employees of state and local 
governments on the basis that obtaining the measurements and other information required by 
GASB Statement No. 68 was not feasible. The implementation of GASB No. 78 did not have 
an effect on the financial statements of the Academy.  
 
GASB Statement No. 80 amends the blending requirements for the financial statement 
presentation of component units of all state and local governments. The additional criterion 
requires blending of a component unit incorporated as a not-for-profit corporation in which the 
primary government is the sole corporate member. The implementation of GASB Statement 
No. 80 did not have an effect on the financial statements of the Academy.  
 
GASB Statement No. 82 improves consistency in the application of pension accounting. 
These changes were incorporated in the School’s fiscal year 2017 financial statements; 
however, there was no effect on beginning net position. 

 
4.          DEPOSITS 

 
A.  Deposits with Financial Institutions 
 

At June 30, 2017, the carrying amount of all School deposits was $45,091.  Based on the 
criteria described in GASB Statement No. 40, “Deposits and Investment Risk Disclosures”, as 
of June 30, 2017, none of the School’s bank balance of $45,091 was exposed to custodial 
risk as discussed below, since all of the bank balance was covered by the Federal Depository 
Insurance Corporation. 
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5. GRANTS FUNDING RECEIVABLE/PAYABLE 
 

The School has recorded “Grants funding receivable” in the amount of $28,810 to account for the 
remainder of State and Federal awards allocated to the School, but not received as of June 30, 2017. 
 
Additionally, under the terms of the management agreement (see note 8), the School has recorded a 
liability to STA Lincoln Park, LLC in the amount of $28,810 for 100 percent of any State and Federal 
monies uncollected or unpaid to STA Lincoln Park, LLC as of June 30, 2017. 
 

6.  CAPITAL ASSETS AND DEPRECIATION 
 

For the year ended June 30, 2017, there were no capital assets. 
 

7. RISK MANAGEMENT 
 
Property and Liability - The School is exposed to various risks of loss related to torts; theft or 
damage to, and destruction of assets; errors and omissions; injuries to employees; and natural 
disasters. As part of its management agreement with, STA Lincoln Park, LLC, STA Lincoln Park, LLC 
has contracted with an insurance company for property and general liability insurance pursuant to the 
management agreement (see note 8).  There was no significant reduction in insurance coverage from 
the prior year, and there have not been any claims exceeding insurance coverage over the past three 
years. 
 
Director and Officer - Coverage has been purchased by the School with a $1,000,000 aggregate 
limit and a $5,000 or $10,000 deductible depending on the claim. 

 
8. AGREEMENT WITH STA LINCOLN PARK, LLC 

 
Effective July 1, 2013, the School entered into a management agreement (Agreement) with STA 
Lincoln Park, LLC, which is an educational consulting and Management Company. The term of the 
Agreement with STA Lincoln Park, LLC is for 2 years and will renew for additional, successive five (5) 
year terms unless one party notifies the other party on or before the July 1st prior to the expiration of 
the then-current term of its intention to not renew the Agreement. Substantially all functions of the 
School have been contracted to STA Lincoln Park, LLC.  STA Lincoln Park, LLC is responsible and 
accountable to the School’s Board of Directors for the administration and operation of the School. The 
School is required to pay STA Lincoln Park, LLC a monthly continuing fee of 95 percent of the 
School's “Qualified Gross Revenues”, defined in the Agreement as, all revenues and income received 
by the School except for charitable contributions and STA Lincoln Park, LLC shall receive 100 percent 
of any and all grants or funding of any kind generated by STA Lincoln Park, LLC, and its affiliates 
beyond the regular per pupil state funding received by the School, subject to any terms and conditions 
attached to the grants, if any. The continuing fee is paid to STA Lincoln Park, LLC based on the 
qualified gross revenues.  
 
The School had purchased service expenses for the year ended June 30, 2017, to STA Lincoln Park, 
LLC, of $2,423,350 of which $28,810 was payable to $1,711 was receivable from STA Lincoln Park, 
LLC at June 30, 2017. STA Lincoln Park, LLC will be responsible for all costs incurred in providing the 
educational program at the School, which include but are not limited to, salaries and benefits of all 
personnel, curriculum materials, textbooks, library books, computers and other equipment, software, 
supplies, building payments, maintenance, capital, and insurance. 
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9. SPONSORSHIP FEES 
 

Included in the sponsor contract with the Sponsor, it states that the School will pay the Sponsor three 
percent (3%) of the total state funds received each year, in consideration for the time, organization, 
oversight, fees and costs of the Sponsor.  Such fees are paid to the Sponsor monthly.  As indicated 
on the Statement of Revenues, Expenses, and Changes in Net Position, the School incurred $61,682 
in sponsorship fees to the Sponsor. 

 
10. MANAGEMENT COMPANY EXPENSES 
 

As of June 30, 2017, STA Lincoln Park, LLC and its affiliates incurred the following expenses on 
behalf of the School: 

 
 

Overhead charges are assigned to the School based on a percentage of revenue.  These charges 
represent the indirect cost of services provided in the operation of the School.  Such services include, 
but are not limited to facilities management, equipment, operational support services, management 
and management consulting, board relations, human resources management, training and orientation, 
financial reporting and compliance, purchasing and procurement, education services, technology 
support, marketing and communications.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Regular Instruction
(1100 Function Codes)

Special Instruction
(1200 Function Codes)

Support Services
(2000 Function Codes)

Non-Instructional (3000 
through 7000 Function 

Codes)
Total

1100 1200 2000 3000

Salaries & Wages (100 Object Codes) 100 620,397$                       141,600$                       761,997$               
Employees’ Benefits (200 Object Codes) 200 164,720                        52,424                           217,144                 
Professional & Technical Services (410 Object Codes) 410 15,732                          262,757                      186,153                         464,642                 
Property Services (420 Object Codes) 420 295,369                         295,369                 
Travel (430 Object Codes) 430 773                               773                       
Communications (440 Object Codes) 440 59,631                           59,631                  
Utilities (450 Object Codes) 450 72,318                           72,318                  
Contracted Craft or Trade Services (460 Object Codes) 460 120,040                            120,040                 
Transportation (480 Object Codes) 480 122,609                         122,609                 
Other Supplies (510 Object Codes) 510 9,004                            1,840                         25,971                           36,815                  
Educational Supplies & Curriculum (520 Object Codes) 520 32,651                          32,651                  
Depreciation (600 Object Codes) 600 47,705                           47,705                  
Other Direct Expense (800 Object Codes) 800 13,333                           13,333                  

Overhead 27,604                           27,604                  

Total Expenses 842,504$                       264,597$                    1,045,492$                    120,040$                          2,272,631$            

Direct Expenses: 

  
Indirect Expenses:  
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11. DEFINED BENEFIT PENSION PLANS  
 

 A. Net Pension Liability  
 

The net pension liability reported on the statement of net position represents a liability to 
employees for pensions. Pensions are a component of exchange transactions—between an 
employer and its employees—of salaries and benefits for employee services.  Pensions are 
provided to an employee—on a deferred-payment basis—as part of the total compensation 
package offered by an employer for employee services each financial period.  The obligation 
to sacrifice resources for pensions is a present obligation because it was created as a result 
of employment exchanges that already have occurred. 
 
The net pension liability represents the School’s proportionate share of each pension plan’s 
collective actuarial present value of projected benefit payments attributable to past periods of 
service, net of each pension plan’s fiduciary net position.  The net pension liability calculation 
is dependent on critical long-term variables, including estimated average life expectancies, 
earnings on investments, cost of living adjustments and others.  While these estimates use 
the best information available, unknowable future events require adjusting this estimate 
annually.   
 
Ohio Revised Code limits the School’s obligation for this liability to annually required 
payments.   The School cannot control benefit terms or the manner in which pensions are 
financed; however, the School does receive the benefit of employees’ services in exchange 
for compensation including pension.  
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they 
benefit from employee services; and (2) State statute requires all funding to come from these 
employers.  All contributions to date have come solely from these employers (which also 
includes costs paid in the form of withholdings from employees).  State statute requires the 
pension plans to amortize unfunded liabilities within 30 years.  If the amortization period 
exceeds 30 years, each pension plan’s board must propose corrective action to the State 
legislature.  Any resulting legislative change to benefits or funding could significantly affect 
the net pension liability.  Resulting adjustments to the net pension liability would be effective 
when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net 
pension liability on the accrual basis of accounting.  Any liability for the contractually-required 
pension contribution outstanding at the end of the year is included in continuing fees payable 
on the accrual basis of accounting.   

 
 B. Plan Description – School Employees Retirement System (SERS) 
 

Plan Description – School non-teaching employees participate in SERS, a cost-sharing 
multiple-employer defined benefit pension plan administered by SERS.  SERS provides 
retirement, disability and survivor benefits, annual cost-of-living adjustments, and death 
benefits to plan members and beneficiaries.  Authority to establish and amend benefits is 
provided by Ohio Revised Code Chapter 3309.  SERS issues a publicly available, stand-
alone financial report that includes financial statements, required supplementary information 
and detailed information about SERS’ fiduciary net position.  That report can be obtained by 
visiting the SERS website at www.ohsers.org under Employers/Audit Resources.  

 
Age and service requirements for retirement are as follows: 
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11. DEFINED BENEFIT PENSION PLANS (continued) 
 
B. Plan Description – School Employees Retirement System (SERS)(continued) 

 
Eligible to Eligible to

Retire on or before Retire on or after
August 1, 2017 * August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 57 with 30 years of service credit

Actuarially Reduced Benefits Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Age 55 with 25 years of service credit Age 60 with 25 years of service credit

* Members with 25 years of service credit as of August 1, 2017, will be included in this plan.  
 
Annual retirement benefits are calculated based on final average salary multiplied by a 
percentage that varies based on year of service; 2.2 percent for the first 30 years of service 
and 2.5 percent for years of service credit over 30.  Final average salary is the average of the 
highest three years of salary. 
 
One year after an effective benefit date, a benefit recipient is entitled to a three percent cost-
of-living adjustment (COLA).  This same COLA is added each year to the base benefit 
amount on the anniversary date of the benefit. 
  
Funding Policy – Plan members are required to contribute 10 percent of their annual covered 
salary and the School is required to contribute 14 percent of annual covered payroll.  The 
contribution requirements of plan members and employers are established and may be 
amended by the SERS’ Retirement Board up to statutory maximum amounts of 10 percent for 
plan members and 14 percent for employers.  The Retirement Board, acting with the advice 
of the actuary, allocates the employer contribution rate among four of the System’s funds 
(Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care Fund).  For the 
fiscal year ended June 30, 2017, the allocation to pension, death benefits, and Medicare B 
was 14 percent.  SERS did not allocate any employer contributions to the Health Care Fund 
for fiscal year 2017. 
 
The School’s contractually required contribution to SERS was $22,390 for fiscal year 2017.   
 

C. Plan Description – State Teachers Retirement System (STRS) 
Plan Description – School licensed teachers and other faculty members participate in STRS 
Ohio, a cost-sharing multiple-employer public employee retirement system administered by 
STRS.  STRS provides retirement and disability benefits to members and death and survivor 
benefits to beneficiaries.  STRS issues a stand-alone financial report that includes financial 
statements, required supplementary information and detailed information about STRS’ 
fiduciary net position.  That report can be obtained by writing to STRS, 275 E. Broad St., 
Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the STRS Web site at 
www.strsoh.org.  
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11. DEFINED BENEFIT PENSION PLANS (continued) 
 

C. Plan Description – State Teachers Retirement System (STRS) 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a 
Defined Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio 
Revised Code Chapter 3307.  The DB plan offers an annual retirement allowance based on 
final average salary multiplied by a percentage that varies based on years of service.  
Effective August 1, 2015, the calculation was 2.2 percent of final average salary for the five 
highest years of earnings multiplied by all years of service. Members are eligible to retire at 
age 60 with five years of qualifying service credit, or at age 55 with 26 years of service, or 31 
years of service regardless of age.  Eligibility changes will be phased in until August 1, 2026, 
when retirement eligibility for unreduced benefits will be five years of service credit and age 
65, or 35 years of service credit and at least age 60. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 
14 percent employer contributions into an investment account.  Investment allocation 
decisions are determined by the member.  The remaining 4.5 percent of the 14 percent 
employer rate is allocated to the defined benefit unfunded liability.  A member is eligible to 
receive a retirement benefit at age 50 and termination of employment.  The member may 
elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined 
Plan, 12 percent of the 14 percent member rate goes to the DC Plan and the remaining 2 
percent is applied to the DB Plan. Member contributions to the DC Plan are allocated among 
investment choices by the member, and contributions to the DB Plan from the employer and 
the member are used to fund the defined benefit payment at a reduced level from the regular 
DB Plan. The defined benefit portion of the Combined Plan payment is payable to a member 
on or after age 60 with five years of service. The defined contribution portion of the account 
may be taken as a lump sum payment or converted to a lifetime monthly annuity after 
termination of employment at age 50 or later. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to 
reselect a permanent plan during their fifth year of membership.  Members may remain in the 
same plan or transfer to another STRS plan.  The optional annuitization of a member’s 
defined contribution account or the defined contribution portion of a member’s Combined Plan 
account to a lifetime benefit results in STRS bearing the risk of investment gain or loss on the 
account.  STRS has therefore included all three plan options as one defined benefit plan for 
GASB 68 reporting purposes. 
 
A DB or Combined Plan member with five or more years of credited service who is 
determined to be disabled may qualify for a disability benefit.  Eligible survivors of members 
who die before service retirement may qualify for monthly benefits.  New members on or after 
July 1, 2013, must have at least ten years of qualifying service credit to apply for disability 
benefits.  Members in the DC Plan who become disabled are entitled only to their account 
balance.  If a member of the DC Plan dies before retirement benefits begin, the member’s 
designated beneficiary is entitled to receive the member’s account balance.  
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11. DEFINED BENEFIT PENSION PLANS (continued) 
 

C. Plan Description – State Teachers Retirement System (STRS) 
 

Funding Policy – Employer and member contribution rates are established by the State 
Teachers Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the 
fiscal year ended June 30, 2017, plan members were required to contribute 14 percent of 
their annual covered salary. The School was required to contribute 14 percent; the entire 14 
percent was the portion used to fund pension obligations.  The fiscal year 2017 contribution 
rates were equal to the statutory maximum rates. 
 
The School’s contractually required contribution to STRS was $80,362 for fiscal year 2017.   

 
D. Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and 

Deferred Inflows of Resources Related to Pensions  
The net pension liability was measured as of July 1, 2016,  and  the  total pension liability 
used to calculate the net pension liability was determined by an independent actuarial 
valuation as of that date. The School's employer allocation percentage of the net pension 
liability was based on the Employer's share of contributions to the pension plan relative to the 
total employer contributions of all participating entities.  Following is information related to the 
proportionate share and pension expense: 

 
SERS STRS Total

Proportionate Share of the Net 
  Pension Liability 419,310$        1,821,277$     2,240,587$  
Proportion of the Net Pension Liability:

Current Measurement Date 0.00572900% 0.00544103%
Prior Measurement Date 0.00824580% 0.00619780%

Change in Proportionate Share (0.00251680%) (0.00075677%)

Pension Expense 120,405$        489,855$        610,260$     

 
 

Deferred outflows/inflows of resources represent the effect of changes in the net pension 
liability due to the difference between projected and actual investment earnings, differences 
between expected and actual actuarial experience, changes in assumptions and changes in 
the School’s proportion of the collective net pension liability. The deferred outflows and 
deferred inflows are to be included in pension expense over current and future periods. The 
difference between projected and actual investment earnings is recognized in pension 
expense using a straight line method over a five year period beginning in the current year. 
Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the 
average expected remaining service lives of all members (both active and inactive) using the 
straight line method. Employer contributions to the pension plan subsequent to the 
measurement date are also required to be reported as a deferred outflow of resources.  
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11. DEFINED BENEFIT PENSION PLANS (continued) 
 

D. Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and 
Deferred Inflows of Resources Related to Pensions (continued) 
 
At June 30, 2017, the School reported deferred outflows of resources and deferred inflows of 
resources related to pensions from the following sources: 

SERS STRS Total
Deferred Outflows of Resources
Differences between expected and
  actual experience 5,657$      73,589$          79,246$          
Net difference between projected and
  actual earnings on pension plan investments 34,588      151,217          185,805          
Changes of assumptions 27,991      -                 27,991            
Difference between School contributions
  and proportionate share of contributions 205,134    784,745          989,879          
School contributions subsequent to the 
  measurement date 22,390      80,362            102,752          

Total Deferred Outflows of Resources 295,760$  1,089,913$      1,385,673$      

Deferred Inflows of Resources
Changes in proportion and differences between

School contributions and proportionate
share of contributions 100,492$  159,469$         259,961$         

Total Deferred Inflows of Resources 100,492$  159,469$         259,961$         

 
 

$102,752 reported as deferred outflows of resources related to pension resulting from School 
contributions subsequent to the measurement date will be recognized as a reduction of the 
net pension liability in the year ending June 30, 2018.  Other amounts reported as deferred 
outflows of resources and deferred inflows of resources related to pension will be recognized 
in pension expense as follows: 

 

SERS STRS Total
Fiscal Year Ending June 30:

2018 $82,682 $353,956 $436,638
2019 79,529 353,960 433,489
2020 723 122,037 122,760
2021 9,944 20,129 30,073

Total $172,878 $850,082 $1,022,960
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11. DEFINED BENEFIT PENSION PLANS (continued) 
  
EE..  AAccttuuaarriiaall  AAssssuummppttiioonnss--  SSEERRSS  

 
SERS’ total pension liability was determined by their actuaries in accordance with GASB 
Statement No. 67, as part of their annual actuarial valuation for each defined benefit 
retirement plan.  Actuarial valuations of an ongoing plan involve estimates of the value of 
reported amounts (e.g., salaries, credited service) and assumptions about the probability of 
occurrence of events far into the future (e.g., mortality, disabilities, retirements, employment 
termination).  Actuarially determined amounts are subject to continual review and potential 
modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the 
plan as understood by the employers and plan members) and include the types of benefits 
provided at the time of each valuation and the historical pattern of sharing benefit costs 
between the employers and plan members to that point.  The projection of benefits for 
financial reporting purposes does not explicitly incorporate the potential effects of legal or 
contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial 
calculations will take into account the employee’s entire career with the employer and also 
take into consideration the benefits, if any, paid to the employee after termination of 
employment until the death of the employee and any applicable contingent annuitant.  In 
many cases actuarial calculations reflect several decades of service with the employer and 
the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest 
actuarial valuation, prepared as of June 30, 2016, are presented below: 

 
Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
COLA  or Ad Hoc COLA 3.00 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)

 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality 
Table with fully generational projection and a five year age set-back for both males and 
females.  Mortality among service retired members and beneficiaries were based upon the 
RP-2014 Blue Collar Mortality Table with fully generational projection with Scale BB, 120 
percent of male rates and 110 percent of female rates.  Mortality among disabled members 
were based upon the RP-2000 Disabled Mortality Table, 90 percent for male rates and 100 
percent for female rates, set back five years is used for the period after disability retirement.  
 
The actuarial assumptions used in the June 30, 2016 valuation were based on the results of 
an actuarial experience study for the period ending July 1, 2010 to June 30, 2015.  The 
assumed rate of inflation, payroll growth assumption and assumed real wage growth were 
reduced in the June 30, 2016 actuarial valuation.  The rates of withdrawal, retirement and 
disability updated to reflect recent experience and mortality rates were also updated. 
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11. DEFINED BENEFIT PENSION PLANS (continued) 
  
EE..  AAccttuuaarriiaall  AAssssuummppttiioonnss  ––  SSEERRSS  ((ccoonnttiinnuueedd))  

 
The long-term return expectation for the Pension Plan Investments has been determined by 
using a building-block approach and assumes a time horizon, as defined in SERS’ Statement 
of Investment Policy.  A forecasted rate of inflation serves as the baseline for the return 
expectation.  Various real return premiums over the baseline inflation rate have been 
established for each asset class.  The long-term expected nominal rate of return has been 
determined by calculating an arithmetic weighted average of the expected real return 
premiums for each asset class, adding the projected inflation rate, and adding the expected 
return from rebalancing uncorrelated asset classes. The target allocation and best estimates 
of arithmetic real rates of return for each major assets class are summarized in the following 
table: 

 
Target

Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return

 
 

Discount Rate The total pension liability was calculated using the discount rate of 7.50 
percent.  The projection of cash flows used to determine the discount rate assumed the 
contributions from employers and from the members would be computed based on 
contribution requirements as stipulated by State statute.  Projected inflows from investment 
earnings were calculated using the long-term assumed investment rate of return (7.50 
percent).  Based on those assumptions, the plan’s fiduciary net position was projected to be 
available to make all future benefit payments of current plan members.  Therefore, the long-
term expected rate of return on pension plan investments was applied to all periods of 
projected benefits to determine the total pension liability.   
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes 
in the Discount Rate Net pension liability is sensitive to changes in the discount rate, and to 
illustrate the potential impact the following table presents the School’s proportionate share of 
the net pension liability calculated using the discount rate of 7.50 percent, as well as what 
each plan’s net pension liability would be if it were calculated using a discount rate that is one 
percentage point lower (6.50 percent), or one percentage point higher (8.50 percent) than the 
current rate. 

 
Current

1% Decrease Discount Rate 1% Increase
(6.50%) (7.50%) (8.50%)

School proportionate share of the net
  pension liability $555,140 $419,310 $305,614
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11. DEFINED BENEFIT PENSION PLANS (continued) 
 

FF..  AAccttuuaarriiaall  AAssssuummppttiioonnss  ––  SSTTRRSS  
 
The total pension liability in the June 30, 2016, actuarial valuation was determined using the 
following actuarial assumptions, applied to all periods included in the measurement:  

 
Inflation 2.75 percent
Projected salary increases 12.25 percent at age 20 to 2.75 percent at age 70
Investment Rate of Return 7.75 percent, net of investment expenses, including inflation
Cost-of-Living Adjustments 2 percent simple applied as follows:  for members retiring before
  (COLA) August 1, 2013, 2 percent per year; for members retiring August 1, 2013,

 or later, 2 percent COLA paid on fifth anniversary of retirement date.  
 

Mortality rates were based on the RP-2000 Combined Mortality Table (Projection 2022—
Scale AA) for Males and Females.  Males’ ages are set-back two years through age 89 and 
no set-back for age 90 and above.  Females younger than age 80 are set back four years, 
one year set back from age 80 through 89 and no set back from age 90 and above.   
 
Actuarial assumptions used in the June 30, 2016, valuation are based on the results of an 
actuarial experience study, effective July 1, 2012. 
 
STRS’ investment consultant develops an estimate range for the investment return 
assumption based on the target allocation adopted by the Retirement Board. The target 
allocation and long-term expected rate of return for each major asset class are summarized 
as follows: 
 

Target
Asset Class Allocation

Domestic Equity 31.00 % 8.00 %
International Equity 26.00 7.85
Alternatives 14.00 8.00
Fixed Income 18.00 3.75
Real Estate 10.00 6.75
Liquidity Reserves 1.00 3.00

Total 100.00 % 7.61 %

Long-Term Expected
Real Rate of Return*

 
 
*10-year annualized geometric nominal returns, which include the real rate of return and 
inflation of 2.50 percent and does not include investment expenses. The total fund long-term 
expected return reflects diversification among the asset classes and therefore is not a 
weighted average return of the individual asset classes. 
 

 
 
 
 
 
 
 

 
Attachment 26: Audited Financial Statements Page 3818



LINCOLN PARK ACADEMY 
CUYAHOGA COUNTY 

 
NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED JUNE 30, 2017 
 (Continued) 

 

26 

11. DEFINED BENEFIT PENSION PLANS (continued) 
 
F. Actuarial Assumptions – STRS (continued) 

 
Discount Rate The discount rate used to measure the total pension liability was 7.75 percent 
as of June 30, 2016. The projection of cash flows used to determine the discount rate 
assumes member and employer contributions will be made at the statutory contribution rates 
in accordance with rate increases described above. For this purpose, only employer 
contributions that are intended to fund benefits of current plan members and their 
beneficiaries are included.  Projected employer contributions that are intended to fund the 
service costs of future plan members and their beneficiaries, as well as projected 
contributions from future plan members, are not included.  Based on those assumptions, 
STRS’ fiduciary net position was projected to be available to make all projected future benefit 
payments to current plan members as of June 30, 2016.  Therefore, the long-term expected 
rate of return on pension plan investments of 7.75 percent was applied to all periods of 
projected benefit payment to determine the total pension liability as of June 30, 2016. 
 
Sensitivity of the School’s Proportionate Share of the Net Pension Liability to Changes 
in the Discount Rate The following table presents the School's proportionate share of the 
net pension liability as of June 30, 2016 calculated using the current period discount rate 
assumption of 7.75 percent, as well as what the School's proportionate share of the net 
pension liability would be if it were calculated using a discount rate that is one-percentage-
point lower (6.75 percent) or one-percentage-point higher (8.75 percent) than the current rate:  

Current
1% Decrease Discount Rate 1% Increase

(6.75%) (7.75%) (8.75%)
School proportionate share of the net 
  pension liability $2,420,329 $1,821,277 $1,315,941

 
 

Changes Between Measurement Date and Report Date  In March 2017, the STRS Board 
adopted certain assumption changes which will impact their annual actuarial valuation 
prepared as of June 30, 2017.  The most significant change is a reduction in the discount rate 
from 7.75 percent to 7.45 percent.  In April 2017, the STRS Board voted to suspend cost of 
living adjustments granted on or after July 1, 2017.  Although the exact amount of these 
changes is not known, the overall decrease to School’s net pension liability is expected to be 
significant.   

 
12. POSTEMPLOYMENT BENEFITS 

 
A.   School Employee Retirement System (SERS) 
 

Health Care Plan Description - The School contributes to the SERS Health Care Fund, 
administered by SERS for non-certificated retirees and their beneficiaries.  For GASB 45 
purposes, this plan is considered a cost-sharing, multiple-employer, defined benefit other 
postemployment benefit (OPEB) plan.  The Health Care Plan includes hospitalization and 
physicians’ fees through several types of plans including HMO’s, PPO’s, Medicare 
Advantage, and traditional indemnity plans as well as a prescription drug program. The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report 
which can be obtained on SERS’ website at www.ohsers.org under Employers/Audit 
Resources. 
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12. POSTEMPLOYMENT BENEFITS (continued) 
 

A.   School Employee Retirement System (SERS) (continued) 
 

Access to health care for retirees and beneficiaries is permitted in accordance with Section 
3309 of the Ohio Revised Code. The Health Care Fund was established and is administered 
in accordance with Internal Revenue Code Section 105(e). SERS’ Retirement Board reserves 
the right to change or discontinue any health plan or program. Health care is financed through 
a combination of employer contributions and retiree premiums, copays and deductibles on 
covered health care expenses, investment returns, and any funds received as a result of 
SERS’ participation in Medicare programs. Active employee members do not contribute to the 
Health Care Plan.  Retirees and their beneficiaries are required to pay a health care premium 
that varies depending on the plan selected, the  number of qualified years of service, 
Medicare eligibility and retirement status. 
 
Funding Policy - State statute permits SERS to fund the health care benefits through 
employer contributions.  Each year, after the allocation for statutorily required basic benefits, 
the Retirement Board allocates the remainder of the employer contribution of 14 percent of 
covered payroll to the Health Care Fund. For fiscal year 2017, SERS did not allocate any 
employer contributions to the Health Care fund.   In addition, employers pay a surcharge for 
employees earning less than an actuarially determined minimum compensation amount, pro-
rated according to service credit earned. For fiscal year 2017, this amount was $23,500.  
Statutes provide that no employer shall pay a health care surcharge greater than 2 percent of 
that employer’s SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 
percent of the total statewide SERS-covered payroll for the health care surcharge. For fiscal 
year 2017, the School’s surcharge obligation was $2,391. 
 
For fiscal years 2016 and 2017, SERS did not allocate employer contributions to the Health 
Care fund.  The School’s contributions for health care for the fiscal year ended June 30, 
2015, was $1,556. The full amount has been contributed for fiscal year 2015. 
  

B.   State Teachers Retirement System (STRS) 
 
Plan Description – The School participates in the cost-sharing multiple-employer defined 
benefit Health Plan administered by the State Teachers Retirement System of Ohio (STRS) 
for eligible retirees who participated in the defined benefit or combined pension plans offered 
by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, 
physicians’ fees, prescription drugs and reimbursement of monthly Medicare Part B 
premiums.  The Plan is included in the report of STRS which can be obtained by visiting 
www.strsoh.org or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS Ohio to offer the Plan 
and gives the Retirement Board authority over how much, if any, of the health care costs will 
be absorbed by STRS.  Active employee members do not contribute to the Health Care Plan. 
 All benefit recipients, for the most recent year, pay a monthly premium.  Under Ohio law, 
funding for post-employment health care may be deducted from employer contributions.  For 
fiscal years 2017, 2016 and 2015, STRS did not allocate any employer contributions to post-
employment health care; therefore, the School did not contribute to health care in the last 
three fiscal years. 
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13. CONTINGENCES 
 
A. Grants 

 
Amounts received from grantor agencies are subject to audit and adjustment by the grantor. 
Any disallowed costs may require refunding to the grantor.  Amounts which may be 
disallowed, if any, are not presently determinable.  However, in the opinion of the School, any 
such disallowed claims will not have a material adverse effect on the financial position of the 
School. 

 
B. Enrollment FTE 
 

School foundation funding is based on the annualized full-time equivalent (FTE) enrollment of 
each student.  However, there is an important nexus between attendance and enrollment for 
Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of 
Education (ODE) is legislatively required to adjust/reconcile funding as enrollment information 
is updated by schools throughout the State, which can extend past the fiscal year end. 
 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent 
to the fiscal year end that may result in an additional adjustment to the enrollment information 
as well as claw backs of Foundation funding due to a lack of evidence to support student 
participation and other matters of noncompliance. ODE has not performed such a review on 
the School for fiscal year 2017. 
 
As of the date of this report, all ODE adjustments through fiscal year 2017 have been 
completed. 
 
In addition, the School’s contracts with their Sponsor and Management Company require 
payment based on revenues received from the State. As discussed above, all ODE 
adjustments through fiscal year 2017 have been completed. A reconciliation between 
payments previously made and the FTE adjustments has taken place with these contracts. 
 

C. Litigation 
 
The School is not a party to legal proceedings that, in the opinion of management, would 
have a material adverse effect on the financial statements.  
 

14. PRIOR PERIOD ADJUSTMENT 
 

A prior period adjustment was needed to restate beginning net position and deferred outflows of 
resources due to a GASB 68 reporting error. The restatement had the following effect on Net Position: 
 
Previously Reported Net Position, June 30, 2016 (201,337)$         
Adjustments:

Deferred Outflows of Resources (367,588)           
Restated Net Position, July 1, 2016 (568,925)$         
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LINCOLN PARK ACADEMY 
CUYAHOGA COUNTY 

Required Supplementary Information 
Schedule of the School’s Proportionate Share of the Net Pension Liability 

School Employees Retirement System of Ohio 
Last Three Fiscal Years (1) 

2017 2016 2015
School Employees Retirement System (SERS)
School's Proportion of the Net Pension

Liability 0.00572900% 0.00824580% 0.00652800%

School's Proportionate Share of the Net
Pension Liability 419,310$        470,513$     330,378$     

School's Covered-Employee Payroll 239,500$        257,716$     141,847$     

School's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered-Employee Payroll 175.08% 182.57% 232.91%

Plan Fiduciary Net Position as a
Percentage of the Total Pension
Liability 62.98% 69.16% 71.70%

(1) Information prior to 2015 is not available.

Notes:
School Employees Retirement System (SERS)

Changes of Benefit Terms: None. 

The amounts presented for each fiscal year were determined as of the measurement date, which is the 
prior fiscal year.

Changes of Assumptions: Amounts reported in 2017 reflect an adjustment of the rates of withdrawal, 
retirement and disability to more closely reflect actual experience and the expectation of retired life 
mortality was based on RP-2014 Blue Collar Mortality Tables and RP-2000 Disabled Mortality Table. 
The following reductions were also made to the actuarial assumptions:

· Discount rate from 7.75% to 7.50%
· Assumed rate of inflation from 3.25% to 3.00%
· Payroll growth assumption from 4.00% to 3.50%
· Assumed real wage growth from 0.75% to 0.50%

29
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CUYAHOGA COUNTY 

Required Supplementary Information 
Schedule of the School’s Proportionate Share of the Net Pension Liability 

State Teachers Retirement System of Ohio 
Last Three Fiscal Years (1) 

30 

2017 2016 2015
State Teachers Retirement System (STRS)
School's Proportion of the Net Pension

Liability 0.00544103% 0.00619780% 0.00500360%

School's Proportionate Share of the Net
Pension Liability 1,821,277$     1,712,891$      1,217,049$       

School's Covered-Employee Payroll 681,943$       758,071$   505,785$         

School's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered-Employee Payroll 267.07% 225.95% 240.63%

Plan Fiduciary Net Position as a
Percentage of the Total Pension
Liability 66.80% 72.10% 74.70%

(1) Information prior to 2015 is not available.

The amounts presented for each fiscal year were determined as of the measurement date, which is 
the prior fiscal year.
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LINCOLN PARK ACADEMY 
CUYAHOGA COUNTY 

Required Supplementary Information 
Schedule of School Contributions 

School Employees Retirement System of Ohio 
Last Four Fiscal Years (1) 

31 

2017 2016 2015 2014
School Employees Retirement System (SERS)
Contractually Required Contribution 22,390$    33,530$    33,967$     19,660$         

Contributions in Relation to the
Contractually Required Contribution (22,390)     (33,530)     (33,967)      (19,660)          

Contribution Deficiency (Excess) -$          -$  -$ -$              

School Covered-Employee Payroll 159,929$   239,500$   257,716$   141,847$       

Contributions as a Percentage of
Covered-Employee Payroll 14.00% 14.00% 13.18% 13.86%

(1) Information prior to  2014 is not available.
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LINCOLN PARK ACADEMY 
CUYAHOGA COUNTY 

Required Supplementary Information 
Schedule of School Contributions 

State Teachers Retirement System of Ohio 
Last Four Fiscal Years (1) 

32 

2017 2016 2015 2014
State Teachers Retirement System (STRS)
Contractually Required Contribution 80,362$     95,472$     106,130$   65,752$     

Contributions in Relation to the
Contractually Required Contribution (80,362)  (95,472)   (106,130)  (65,752)  

Contribution Deficiency (Excess) -$  -$ -$  -$   

School Covered-Employee Payroll 574,014$   681,943$   758,071$   505,785$     

Contributions as a Percentage of
Covered-Employee Payroll 14.00% 14.00% 14.00% 13.00%

(1) Information prior to 2014 is not available.
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January 24, 2018 
 
To the Board of Directors 
Lincoln Park Academy 
Cuyahoga County, Ohio 
1385 West 41st Street 
Cleveland, Ohio 44109 
 

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 
and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the Lincoln Park 
Academy, Cuyahoga County, Ohio (the “School”) as of and for the year ended June 30, 2017, and the 
related notes to the financial statements, which collectively comprise the School’s basic financial 
statements, and have issued our report thereon dated January 24, 2018, wherein we noted the School 
restated the beginning net position balance to account for a prior period adjustment related to reporting 
errors within deferred outflows of resources due to GASB 68. 
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School's internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate in 
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the School’s internal control. Accordingly, we 
do not express an opinion on the effectiveness of the School’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with 
governance.  
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified. 
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Lincoln Park Academy 
Independent Auditor’s Report on Internal Control over Financial Reporting and on  

Compliance and Other Matters Based on an Audit of Financial Statements  
Performed in Accordance with Government Auditing Standards 

Page 2 of 2 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 
results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 

 
 

 
Cambridge, Ohio 
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Board of Directors 
Lorain Bilingual Academy 
307 West 7th Street 
Lorain, Ohio 44052 
 
 
We have reviewed the Independent Auditor’s Report of the Lorain Bilingual Academy, Lorain 
County, prepared by Rea & Associates, Inc., for the audit period July 1, 2018 through June 30, 
2019.  Based upon this review, we have accepted these reports in lieu of the audit required by 
Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying financial 
statements and, accordingly, we are unable to express, and do not express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Lorain Bilingual Academy is responsible for 
compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
January 27, 2020  
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December 22, 2019 
 
To the Board of Directors 
Lorain Bilingual Academy 
307 West 7th Street   
Lorain, OH 44052 
 

INDEPENDENT AUDITOR'S REPORT 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Lorain Bilingual Academy, Lorain 
County, Ohio, (the “Academy”) as of and for the year ended June 30, 2019, and the related notes to the 
financial statements, which collectively comprise the Academy’s basic financial statements as listed in the 
table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the Academy’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Academy’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
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Lorain Bilingual Academy 
Independent Auditor’s Report 
Page 2 of 3 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Lorain Bilingual Academy, Lorain County, Ohio, as of June 30, 2019, and the 
changes in its financial position and its cash flows for the year then ended in accordance with accounting 
principles generally accepted in the United States of America. 
 
Emphasis of a Matter  
 
The accompanying financial statements have been prepared assuming the Academy will continue as a 
going concern. As disclosed in Note 14 to the financial statements, the Academy has suffered a loss from 
operations and has a net position deficit of $332,744 that raises substantial doubt about its ability to 
continue as a going concern. This deficit net position includes the effect of the net pension and net OPEB 
related accruals totaling $63,509. Note 14 describes management’s plan regarding these issues. The 
financial statements do not include any adjustments that might result from the outcome of this 
uncertainty. Our opinion is not modified with respect to this matter. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the Academy’s Contributions-Pension and the Schedule of the 
Academy’s Contributions - OPEB as listed in the table of contents, be presented to supplement the basic 
financial statements. Such information, although not a part of the basic financial statements, is required by 
the Governmental Accounting Standards Board who considers it to be an essential part of financial 
reporting for placing the basic financial statements in an appropriate operational, economic, or historical 
context. We have applied certain limited procedures to the required supplementary information in 
accordance with auditing standards generally accepted in the United States of America, which consisted 
of inquiries of management about the methods of preparing the information and comparing the 
information for consistency with management’s responses to our inquiries, the basic financial statements, 
and other knowledge we obtained during our audit of the basic financial statements. We do not express an 
opinion or provide any assurance on the information because the limited procedures do not provide us 
with sufficient evidence to express an opinion or provide any assurance.  
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Lorain Bilingual Academy 
Independent Auditor’s Report 
Page 3 of 3 
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated December 22, 
2019 on our consideration of the Academy’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the Academy’s internal control over financial reporting or on compliance. That report is 
an integral part of an audit performed in accordance with Government Auditing Standards in considering 
the Academy’s internal control over financial reporting and compliance. 
 
 
 
 
 

Cambridge, Ohio 
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LORAIN BILINGUAL PREPARATORY ACADEMY, LORAIN COUNTY, OHIO 
 
MANAGEMENT’S DISCUSSION AND ANALYSIS  
FOR THE FISCAL YEAR ENDED JUNE 30, 2019 (UNAUDITED) 

 

5 

The  discussion  and  analysis  of  the  Lorain  Bilingual  Preparatory  Academy  (the  Academy)  financial 
performance provides an overall review of the Academy’s financial activities for the fiscal year ended June 
30, 2019. The intent of this discussion and analysis is to look at the Academy’s’ financial performance as 
a  whole;  readers  should  also  review  the  basic  financial  statements  and  notes  to  the  basic  financial 
statements to enhance their understanding of the Academy’s financial performance.  

The Management’s Discussion and Analysis (the MD&A) is an element of the reporting model adopted by 
the  Governmental  Accounting  Standards  Board  (GASB)  in  their  Statement  No.  34  Basic  Financial 
Statements  –  and Management’s Discussion and Analysis  –  for  State  and  Local Governments.  Certain 
comparative  information  between  the  current  fiscal  year  and  the  prior  fiscal  year  is  required  to  be 
presented in the MD&A. However, because this is the first year of financial reporting for the Academy 
comparative prior year fiscal information does not exist.  Subsequent reports will include the comparative 
information. 

FINANCIAL HIGHLIGHTS 
 
Key Financial Highlights for the Academy for the 2018‐19 school year are as follows:  

 Total Assets were $74,827. 

 Total Liabilities were $471,080.   

 Total Net Position was $(332,744). 

 Total  Operating  and Non‐Operating  revenues were  $955,546.  Total  Operating  expenses were 
$1,288,290. 

 Fiscal year 2019 was the first year of school operations. 
 

USING THIS ANNUAL REPORT 
  
This report consists of three parts: the required supplemental information, the basic financial statements, 
and notes  to those statements.   The basic  financial statements  include a Statement of Net Position, a 
Statement of Revenues, Expenses and Change in Net Position, and a Statement of Cash Flows.   

The Statement of Net Position and Statement of Revenues, Expenses, and Change in Net Position reflect 
how the Academy did financially during fiscal year 2019.  These statements include all assets, deferred 
outflows of resources, liabilities, and deferred inflows of resources, using the accrual basis of accounting 
similar to the accounting used by most private‐sector companies. This basis of accounting includes all of 
the current year revenues and expenses regardless of when cash is received or paid.  

These  statements  report  the Academy’s net position and  changes  in  that position. This  change  in net 
position  is  important  because  it  tells  the  reader  whether  the  financial  position  of  the  Academy  has 
improved or diminished. The causes of  this change may be the result of many factors, some financial, 
some  not.  Non‐financial  factors  include  the  Academy’s’  student  enrollment,  per‐pupil  funding  as 
determined by the State of Ohio, change in technology, required educational programs and other factors. 

The Academy uses enterprise presentation for all of its activities.
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USING THIS ANNUAL REPORT (Continued) 
 
Statement of Net Position ‐ The Statement of Net Position answers the question of how the Academy did 
financially during 2019.  This statement includes all assets, deferred outflows of resources, liabilities, and 
deferred inflows of resources, both financial and capital, and short‐term and long‐term using the accrual 
basis of accounting and economic resource focus, which is similar to the accounting used by most private‐
sector companies.  This basis of accounting takes into account all revenues and expenses during the year, 
regardless of when the cash is received or paid.   
 
Table 1 provides a summary of the Academy’s Net Position for fiscal year 2019.  This is the Academy’s first 
year of operation.  Therefore, comparative information is not available.  
 

2019

Assets

Current Assets 51,625$         

Capital Assets, Net 23,202           

Total Assets 74,827           

Deferred Outflows of Resources 63,509           

Liabilities

Current Liabilities 471,080         

Total Liabilities 471,080         

Net Position

Investment in Capital Assets 23,202           

Unrestricted (355,946)       

Total Net Position (332,744)$     

Table 1

Statement of Net Position

 

 
Over time, net position can serve as a useful indicator of a government’s financial position.  At June 30, 
2019, the Academy’s net position totaled $(332,744). 
 
Current assets represent cash and cash equivalents and intergovernmental receivable.  Current liabilities 
represent accounts payable and accrued expenses.  
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USING THIS ANNUAL REPORT (Continued) 
 
As part of  first year operations,  the Academy adopted GASB Statement 68,  “Accounting and Financial 
Reporting for Pensions—an Amendment of GASB Statement 27,” and GASB Statement 75, “Accounting 
and Financial Reporting for Postemployment Benefits Other Than Pensions,” which significantly revises 
accounting  for  costs  and  liabilities  related  to  other  postemployment  benefits  (OPEB).    For  reasons 
discussed  below, many  end  users  of  this  financial  statement will  gain  a  clearer  understanding  of  the 
Academy’s actual  financial condition by adding deferred  inflows related to pension and OPEB,  the net 
pension liability and the net OPEB liability to the reported net position and subtracting deferred outflows 
related to pension and OPEB and net OPEB asset. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports  prepared  in  accordance  with  generally  accepted  accounting  principles.    Prior  accounting  for 
pensions  (GASB  27)  and  postemployment  benefits  (GASB  45)  focused  on  a  funding  approach.    This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OPEB asset/liability.  GASB 68 and 
GASB 75  take  an  earnings  approach  to  pension  and OPEB  accounting;  however,  the  nature of Ohio’s 
statewide pension/OPEB plans and state law governing those systems requires additional explanation in 
order to properly understand the information presented in these statements. 

 
GASB  68  and GASB  75  require  the  net  pension  liability  and  the  net  OPEB  asset/liability  to  equal  the 
Academy’s proportionate share of each plan’s collective: 
 

1. Present  value  of  estimated  future  pension/OPEB  benefits  attributable  to  active  and  inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 

GASB  notes  that  pension  and  OPEB  obligations,  whether  funded  or  unfunded,  are  part  of  the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, 
and the promise of a future pension and other postemployment benefits.  GASB noted that the unfunded 
portion of this promise is a present obligation of the government, part of a bargained‐for benefit to the 
employee, and should accordingly be reported by the government as a liability since they received the 
benefit of the exchange.  However, the Academy is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement  systems  to  provide  healthcare  to  eligible  benefit  recipients.    The  retirement  systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 

Attachment 26: Audited Financial Statements Page 3841



LORAIN BILINGUAL PREPARATORY ACADEMY, LORAIN COUNTY, OHIO 
 
MANAGEMENT’S DISCUSSION AND ANALYSIS  
FOR THE FISCAL YEAR ENDED JUNE 30, 2019 (UNAUDITED) 

 

8 

USING THIS ANNUAL REPORT (Continued) 
 
The  employee  enters  the  employment  exchange with  the  knowledge  that  the  employer’s  promise  is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a specific, 
legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the 
unfunded  liability  of  the  pension/OPEB  plan  as  against  the  public  employer.    State  law  operates  to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the  employment  exchange  with  notice  as  to  the  law.    The  retirement  system  is  responsible  for  the 
administration of the pension and OPEB plans.  
 
Most long‐term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time‐off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability.  As explained above, changes in benefits, 
contribution rates, and return on investments affect the balance of these liabilities, but are outside the 
control of the local government.  In the event that contributions, investment returns, and other changes 
are insufficient to keep up with required payments, State statute does not assign/identify the responsible 
party for the unfunded portion.  Due to the unique nature of how the net pension liability and the net 
OPEB liability are satisfied, these liabilities are separately identified within the long‐term liability section 
of the statement of net position. 
 
In accordance with GASB 68 and GASB 75,  the Academy’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB asset/liability, respectively, not accounted for 
as deferred inflows/outflows.  
 
Due to the Academy not being in operating during the measurement period for GASB 68/75 (fiscal year 
2018), the Academy is only reporting a deferred outflow of resources for the contributions subsequent to 
the measurement date. 
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USING THIS ANNUAL REPORT (Continued) 
 
Statement of Revenues, Expenses and Change in Net Position ‐ Table 2 shows the change in Net Position 
for fiscal years 2019 as well as a listing of revenues and expenses.   This change in Net Position is important 
because it tells the reader that, for the Academy as a whole, the financial position of the Academy has 
improved or diminished. The cause of this may be the result of many factors, some financial, some not.  
Non‐financial  factors  include  the  current  laws  in  Ohio  restricting  revenue  growth,  facility  conditions, 
required educational programs and other factors. 
 

Operating Revenues

State Aid  $          858,942 

Other                        49 

     Total Operating Revenues               858,991 

Operating Expenses  

Purchased Services           1,212,313 

Materials and Supplies                 58,632 

Depreciation                  8,775 

Other                  8,570 

      Total Operating Expenses           1,288,290 

Operating (Loss)            (429,299)

Non‐Operating Revenues

Federal Grants                 96,555 

      Total Non‐Operating Revenues                 96,555 

 

Change in Net Position  $        (332,744)

2019

Table 2

Change in Net Position
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USING THIS ANNUAL REPORT (Continued) 
 
As  previously  noted,  no  prior  year  information  is  available  as  fiscal  year  2019 was  the  initial  year  of 
operations for the Academy.  Therefore, comparative information will be available in future years.   
 

CAPITAL ASSETS  
At fiscal year end, the Academy’s net capital asset balance was $23,202. This balance represents $31,977 
of current year additions offset by current year depreciation of $8,775.   For more information on capital 
assets, see Note 5 of the Basic Financial Statements. 
 

CURRENT FINANCIAL ISSUES 
 
The Academy is a community School and is funded through the State of Ohio Foundation Program.  The 
Academy relies on this, as well as, State and Federal funds as its primary source of revenue.   In 2019, the 
State  raised  the  base  per  pupil  funding  to  $6,020.  Additionally,  community  schools  in  Ohio  will  be 
allocated a small amount of facilities funding which is also per pupil based.  This amount is projected to 
be $200 per pupil. 
 
The full‐time equivalent enrollment of the Academy for the year ended June 30, 2019 was 104.   
 
Overall, the Academy will continue to provide learning opportunities and apply resources to best meet 
the needs of students. 
 

CONTACTING THE ACADEMY’S FINANCIAL MANAGEMENT  
 
This financial report is designed to provide our citizen’s, taxpayers, investors and creditors with a general 
overview of the Academy’s finances and to demonstrate accountability for the money it receives. If you 
have questions about this report or need additional information contact the Academy’s Fiscal Officer, C. 
David Massa, CPA, of Massa Financial Solutions, LLC, 307 W 7th Street, Lorain, OH 44502. 
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LORAIN BILINGUAL PREPARATORY ACADEMY ‐ LORAIN COUNTY, OHIO 

 
Statement of Net Position 

At June 30, 2019 
 
 

Assets:

Current Assets:

    Cash and Cash Equivalents 42,398$            

    Intergovernmental Receivable 9,227

      Total Current Assets 51,625

Noncurrent Assets:

  Capital Assets, net of Accumulated Depreciation 23,202

23,202

Total Assets 74,827               

Deferred Outflows of Resources:

    Pension 61,363               

    OPEB 2,146                 

      Total Deferred Outflows of Resources 63,509               

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 52,686               

    Accounts Payable, Related Party 414,153            

    Accrued Expenses 4,241                 

       Total Current Liabilities 471,080            

       Total Liabilities 471,080

Net Position:

  Investment in Capital Assets 23,202

  Unrestricted Net Position (355,946)           

  Total Net Position (332,744)$         

See Accompanying Notes to the Basic Financial Statements
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LORAIN BILINGUAL PREPARATORY ACADEMY ‐ LORAIN COUNTY, OHIO 

 
Statement of Revenues, 

Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2019 

 
 

Operating Revenues:

  State Aid 858,942$          

  Miscellaneous 49

    Total Operating Revenues 858,991

Operating Expenses:

  Purchased Services 1,212,313

  Depreciation 8,775

  Supplies 58,632

  Other Operating Expenses 8,570

    Total Operating Expenses 1,288,290

      Operating Loss (429,299)

Non‐Operating Revenues:

  Federal Grants  96,555

    Net Nonoperating Revenues 96,555

Change in Net Position (332,744)           

Net Position Beginning of Year ‐                     

Net Position End of Year (332,744)$         

See Accompanying Notes to the Basic Financial Statements
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LORAIN BILINGUAL PREPARATORY ACADEMY ‐ LORAIN COUNTY, OHIO 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2019 

 
 

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 858,942$          

Other Operating Receipts 49                       

Cash Payments to Suppliers for Goods and Services (871,943)           

Net Cash Used For Operating Activities (12,952)             

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Purchase of Assets (31,977)             

Net Cash Used for Capital and Related Financing Activities (31,977)             

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Federal Grant Receipts 87,326               

Net Cash Provided By Noncapital Financing Activities 87,326               

Net Increase in Cash and Cash Equivalents 42,398               

Cash and Cash Equivalents ‐ Beginning of the Year ‐                     

Cash and Cash Equivalents ‐ Ending of the Year 42,398$            

See Accompanying Notes to the Basic Financial Statements

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

(Continued)
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LORAIN BILINGUAL PREPARATORY ACADEMY ‐ LORAIN COUNTY, OHIO  
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2019 

(Continued) 
 

Reconciliation of Operating Loss to Net Cash Used For Operating Activities

Operating Loss (429,299)$         

Adjustments to Reconcile Operating Loss to Net Cash Used For Operating Activities

Depreciation 8,775                 

Changes in Assets, Liabilities, and Deferred Inflows and Outflows:

(Increase)/ Decrease in Deferred Outflows (63,509)             

Increase/(Decrease) in Accounts Payable 466,840            

Increase/(Decrease) in Accrued Expenses 4,241                 

Net Cash Used For Operating Activities (12,952)$           

 
 
       See Accompanying Notes to the Basic Financial Statements 
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NOTE 1 ‐ DESCRIPTION OF THE ENTITY 
 
Lorain Bilingual Preparatory Academy (the Academy) is a nonprofit corporation established pursuant to 
Ohio Revised Code Chapters 3314 and 1702.  The Academy’s mission is to improve the lives of its students 
by providing authentic  learning experiences  in a collaborative, nurturing environment that will build a 
foundation  for  student’s  success  in  school,  at  future  work  and  in  life.  The  Academy  operates  on  a 
foundation, which fosters character building for all students, parents and staff members.  The Academy, 
which is part of the State’s education program, is independent of any Academy and is nonsectarian in its 
programs, admission policies, employment practices, and all other operations.  The Academy may acquire 
facilities as needed and contract for any services necessary for the operation of the Academy. 
 
The  Academy was  approved  for  operation  under  a  contract  with  Richland  Academy  of  the  Arts  (the 
Sponsor) for a three‐year period commencing on July 1, 2018.  The Sponsor is responsible for evaluating 
the performance of the Academy and has the authority to deny renewal of the contract at its expiration 
or terminate the contract prior to its expiration.  
 
The Academy operates under the direction of a Board of Directors (the Board).  The Board is responsible 
for  carrying  out  the provisions  of  the  contract which  include,  but  are  not  limited  to,  state mandated 
provisions  regarding  student  populations,  curriculum,  academic  goals,  performance  standards, 
admissions standards, and qualifications of teachers.  The Board controls the Academy’s instructional and 
administrative staff. 
 
The Academy contracts with Accel Schools for management services including management of personnel 
and human  resources,  the program of  instruction, marketing data management,  purchasing,  strategic 
planning,  public  relation,  financial  reporting,  recruiting,  compliance  issues,  budgets,  contracts,  and 
equipment and facilities.  
 

NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The basic financial statements of the Academy have been prepared in conformity with generally accepted 
accounting principles  (GAAP)  as  applied  to  governmental  nonprofit  organizations.    The Governmental 
Accounting Standards Board (GASB) is the accepted standard‐setting body for establishing governmental 
accounting and financial reporting principles.  The more significant of the Academy’s accounting policies 
are described below. 
 
Basis of Presentation ‐ The Academy’s basic financial statements consist of a Statement of Net Position, 
a Statement of Revenue, Expenses and Change in Net Position, and a Statement of Cash Flows. Enterprise 
fund reporting focuses on the determination of the changes in net position, financial position and cash 
flows. 
 
The Government Accounting  Standards Board  identifies  the presentation of  all  financial  activity  to be 
reported within one enterprise fund for year‐ending reporting purposes.  Enterprise accounting is used to 
account for operations that are financed and operated in a manner similar to private business enterprise 
where the  intent  is that the cost  (expense) of providing goods and services to the general public on a 
continuing basis be financed or recovered primarily through user charges. 
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NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Measurement  Focus  and  Basis  of  Accounting  ‐  The  accounting  and  financial  reporting  treatment  is 
determined  by  measurement  focus.  Enterprise  accounting  uses  a  flow  of  economic  resources 
measurement  focus. Under  this measurement  focus,  all  assets,  all  deferred  outflows of  resources,  all 
liabilities,  and  all  deferred  inflows  of  resources  are  included  on  the  Statement  of  Net  Position.  The 
Statement of Revenues, Expenses and Changes  in Net Position presents  increases (e.g., revenues) and 
decreases (e.g., expenses) in total Net Position.  
 
Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported in 
the financial statements.  The accrual basis of accounting is used for reporting purposes.  Revenues are 
recognized when they are earned, and expenses are recognized when they are incurred.  
 

Budgetary Process ‐ Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C). However, unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter  5705,  unless  specifically  provided  in  the  contract  between  the  School  and  its  Sponsor.  The 
contract between the Academy and its Sponsor does not require the Academy to follow the provisions 
Ohio Revised Code Chapter 5705; therefore, no budgetary information is presented in the basic financial 
statements.  

         
Cash and Cash Equivalents ‐ Cash received by the Academy is reflected as “Cash and Cash Equivalents” 
on the Statement of Net Position.  The Academy did not have any investments during the period ended 
June 30, 2019. 
       
Estimates  ‐ The preparation of  financial  statements  in  conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from these estimates. 
 
Capital  Assets  and  Depreciation  ‐  Capital  assets  are  capitalized  at  cost.    Donated  capital  assets  are 
recorded at their acquisition values as of the date received.  The costs of additions are capitalized and 
expenditures for repairs and maintenance are expensed when incurred.  When property is sold or retired, 
the related costs and accumulated depreciation are removed from the financial records and any gain or 
loss is included in additions to or deductions from net position. Capital assets were $23,202, as of June 
30,  2019,  net  of  accumulated  depreciation.  Depreciation  of  capital  assets  is  calculated  utilizing  the 
straight‐line method over the estimated useful lives of the assets which are as follows: 
 

Asset Class                 Useful Life 
Computers & Software                  3 years 

  Furniture & Equipment                  5 years 
        Leasehold Improvements              10 years          

 
The  Academy’s  policy  for  asset  capitalization  threshold  is  $5,000.  Assets  or  certain  asset  groups  not 
meeting the capitalization threshold are not capitalized and are not included in the assets represented in 
the accompanying statement of net position. 
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NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Intergovernmental  Revenues  ‐ The  Academy  currently  participates  in  the  State  Foundation  Program. 
Revenues received from this program are recognized as operating revenues in the accounting period in 
which all eligibility requirements have been met. 
 
Grants and entitlements are  recognized as non‐operating  revenues  in  the accounting period  in which 
eligibility requirements have been met. 

 
Eligibility  requirements  include  timing  requirements,  which  specify  the  year  when  the  resources  are 
required to be used or the fiscal year when use is first permitted, matching requirements, in which the 
Academy must provide local resources to be used for a specified purpose, and expenditure requirements, 
in which the resources are provided to the Academy on a reimbursement basis. 

 
The  Academy  also  participates  in  various  federal  programs  passed  through  the  Ohio  Department  of 
Education.  
 
Under the above programs the Academy recorded $858,942 this fiscal year from the State Foundation 
Program and Casino Tax Revenues and $96,555 from Federal Grants.    
 
Compensated Absences ‐ Vacation is taken in a manner which corresponds with the Academy calendar; 
therefore, the Academy does not accrue vacation time as a liability. 
 
Sick/personal leave benefits are earned by full‐time employees at the rate of thirteen days per year and 
cannot be carried into the subsequent years.  No accrual for sick time is made since unused time is not 
paid to employees upon employment termination. 
 
Accrued Liabilities ‐ Obligations incurred but unpaid at June 30 are reported as accrued liabilities in the 
accompanying financial statements.  These liabilities consisted of Accounts Payable and Accrued Expenses 
and totaled $471,080 at June 30, 2019. 
 
Exchange and Non‐Exchange Transactions ‐ Revenue resulting from exchange transactions, in which each 
party gives and receives essentially equal value, is recorded on the accrual basis when the exchange takes 
place. Non‐exchange  transactions,  in which  the Academy  receives  value without  directly  giving  equal 
value  in  return,  include  grants,  entitlements  and  donations.    Revenue  from  grants,  entitlements  and 
donations is recognized in the fiscal year in which all eligibility requirements have been satisfied.  Eligibility 
requirements include timing requirements, which specify the year when the resources are required to be 
used or the fiscal year when use is first permitted, matching requirements, in which the Academy must 
provide local resources to be used for a specified purpose, and expenditures requirements, in which the 
resources are provided to the Academy on a reimbursement basis. 
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NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Net  Position  ‐ Net  position  represent  the  difference  between  assets  and  liabilities.        Net  position  is 
reported  as  restricted  when  there  are  limitations  imposed  on  their  use  through  external  restriction 
imposed by  creditors,  grantors,  or  laws and  regulations of  other  governments.    The Academy applies 
restricted resources when an expense is incurred for purposes for which both restricted and unrestricted 
net  position  are  available.  Net  position  invested  in  capital  assets  consist  of  capital  assets,  net  of 
accumulated  depreciation,  reduced  by  the  outstanding  balances  of  any  borrowings  used  for  the 
acquisition, construction, or improvement of those assets. 

 
Operating Revenues and Expenses ‐ Operating revenues are those revenues that are generated directly 
from the primary activities of the Academy.   For the Academy, these revenues are primarily the State 
Foundation program.   Operating expenses are necessary costs  incurred to provide the good or service 
that is the primary activity of the Academy.  All revenues and expenses not meeting this definition are 
reported as non‐operating.  There were no non‐operating expenses reported at June 30, 2019. 
 

Deferred Outflows of Resource ‐ In addition to assets, the statements of financial position will sometimes 

report a separate section for deferred outflows of resources. Deferred outflows of resources represent a 
consumption of net position that applies to a future period and will not be recognized as an outflow of 
resources  (expense/expenditure)  until  then.    For  the  Academy,  deferred  outflows  of  resources  are 
reported on the government‐wide statement of net position for pension and OPEB.  The deferred outflows 
of resources related to pension and OPEB plans are explained in Notes 7 and 8.  
  
Pensions /Other Postemployment Benefits (OPEB)  ‐ For purposes of measuring the net pension/OPEB 
asset/liability,  deferred  outflows  of  resources  and  deferred  inflows  of  resources  related  to 
pensions/OPEB,  and  pension/OPEB  expense,  information  about  the  fiduciary  net  position  of  the 
pension/OPEB plans and additions to/deductions from their fiduciary net position have been determined 
on the same basis as they are reported by the pension/OPEB plan.  For this purpose, benefit payments 
(including refunds of employee contributions) are recognized when due and payable in accordance with 
the benefit terms.  The pension/OPEB plans report investments at fair value. 
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NOTE 3 ‐ CASH AND CASH EQUIVALENTS 
 
The  following  information  classifies  deposits  by  category  of  risk  as  defined  in  GASB  Statement  No.3 
“Deposits  with  Financial  Institutions,  Investments  (including  Repurchase  Agreements)  and  Reverse 
Repurchase  Agreements,”  as  amended  by  GASB  Statement  No.40,  “Deposit,  and  Investment  Risk 
Disclosures”. 
 
The  Academy  maintains  its  cash  balances  at  one  financial  institution,  Huntington  Bank  in  Ohio.  The 
balances are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying 
account.  At June 30, 2019, the book amount of the Academy’s deposits was $42,398 and the bank balance 
was $44,267.  
 
The Academy had no deposit policy for custodial risk beyond the requirement of state statute.  Ohio law 
requires that deposits either be insured or be protected by eligible securities pledged to and deposited 
either with the Academy or a qualified trustee by the financial institution as security for repayment or by 
a collateral pool of eligible securities deposited with a qualified trustee to secure repayment of all public 
monies deposited in the financial institution whose market value shall be at least 105% of deposits being 
secured. At June 30, 2019, none of the bank balance was exposed to custodial credit risk. 
 

NOTE 4 ‐ RECEIVABLES 
 
The Academy has receivables totaling $9,227 at June 30, 2019. These receivables represented amounts 
due  to  the  Academy  from  Federal  programs,  but  not  received  as  of  June  30,  2019.    All  amounts  are 
expected to be collected within one year. 
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NOTE 5 ‐ CAPITAL ASSETS  
 
For the period ending June 30, 2019, the Academy’s capital assets consisted of the following: 
 

 
NOTE 6 ‐ RISK MANAGEMENT 
 
Property & Liability ‐ The Academy is exposed to various risks of loss related to torts; theft of, damage to, 
and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  During the 
fiscal  year  ending  June  30,  2019,  the  Academy  contracted  with  Cincinnati  Insurance  Company  for 
nonprofits  and  maintained  general  liability  insurance  with  a  $1,000,000  single  occurrence  limit  and 
$2,000,000 annual aggregate.  Settled claims have not exceeded this coverage in the past year, nor has 
there been any significant reduction in insurance coverage during the year. 
 
Workers’ Compensation  ‐ The Academy pays the State Worker’s Compensation System a premium for 
employee injury coverage.  The premium is calculated by multiplying the monthly total gross payroll by a 
factor that is calculated by the State.  
 
Employee Medical and Dental Benefits  ‐ The Academy provides medical, vision, and dental  insurance 
benefits through United Healthcare to all full‐time employees. During the school year, the Academy paid 
80% of the monthly premiums for all employees. 
 
 
 
 
 
 
 

Balance Balance

6/30/2018 Additions Deletions 06/30/19

Capital Assets:

Furniture & Equipment ‐$                 14,127$           ‐$               14,127$          

Computers & Software ‐                   17,850             ‐                 17,850             

Total Capital Assets ‐                   31,977             ‐                 31,977             

Less Accumulated Depreciation:

Furniture & Equipment ‐                   (2,825)              ‐                 (2,825)             

Computer Equipment ‐                   (5,950)              ‐                 (5,950)             

Total Accumulated Depreciation ‐                   (8,775)              ‐                 (8,775)             

Total Capital Assets, Net ‐$                 23,202$           ‐$               23,202$          
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NOTE 7 ‐ DEFINED BENEFIT PENSIONS PLANS 
 
Net Pension Liability ‐ Governmental Accounting Standards Board (GASB) Statement No. 68, “Accounting 
and Financial Reporting for Pensions” and GASB Statement No. 71, “Pension Transition for Contributions 
Made Subsequent to the Measurement Date – an amendment of GASB Statement No. 68” were effective. 
The net pension liability is not reported in the accompanying financial statements due to the Academy 
not being in operation during the measurement period. The plan description and actuarial assumptions 
have been disclosed below.  
 
The net pension liability reported on the statement of net position represents a liability to employees for 
pensions.  Pensions  are  a  component  of  exchange  transactions—between  an  employer  and  its 
employees—of salaries and benefits for employee services.  Pensions are provided to an employee—on a 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for pensions is a present obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long‐
term  variables,  including  estimated  average  life  expectancies,  earnings  on  investments,  cost  of  living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   

 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy  cannot  control  benefit  terms  or  the manner  in which  pensions  are  financed;  however,  the 
Academy  does  receive  the  benefit  of  employees’  services  in  exchange  for  compensation  including 
pension.  
 
GASB 68  assumes  the  liability  is  solely  the obligation of  the  employer,  because  (1)  they benefit  from 
employee  services;  and  (2)  State  statute  requires  all  funding  to  come  from  these  employers.    All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State  legislature.   Any resulting  legislative change to benefits or funding could 
significantly affect the net pension liability.  Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net pension liability 
on  the  accrual  basis  of  accounting.    Any  liability  for  the  contractually‐required  pension  contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   
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NOTE 7 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Net Pension Liability – continued 
 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Plan  Description  –  Academy  non‐teaching  employees  participate  in  SERS,  a  statewide,  cost‐sharing 
multiple‐employer  defined  benefit  pension  plan  administered  by  SERS.    SERS  provides  retirement, 
disability and survivor benefits  to plan members and beneficiaries.   Authority  to establish and amend 
benefits  is provided by Ohio Revised Code Chapter 3309.   SERS issues a publicly available, stand‐alone 
financial  report  that  includes  financial  statements,  required  supplementary  information  and  detailed 
information about SERS’ fiduciary net position.  That report can be obtained by visiting the SERS website 
at www.ohsers.org under Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 
  

 
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the  Academy  is  required  to  contribute  14  percent  of  annual  covered  payroll.    The  contribution 
requirements  of  plan  members  and  employers  are  established  and  may  be  amended  by  the  SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent for 
employers.  The Retirement Board, acting with the advice of the actuary, allocates the employer  
 

 
 
 
 
 
 
 
 
 
 
 

Eligible to Retire before Eligible to Retire on or after

August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or

Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
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NOTE 7 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description ‐ School Employees Retirement System (SERS) – continued 
 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B 
Fund, and Health Care Fund).  For the fiscal year ended June 30, 2019, the allocation to pension, death 
benefits, and Medicare B was 13.5 percent.  SERS allocated 0.5 percent of employer contributions to the 
Health Care Fund for fiscal year 2019. The Academy’s contractually required contribution to SERS was 
$14,176 for fiscal year 2019. 
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – Academy licensed teachers and other faculty members participate in STRS Ohio, a cost‐
sharing multiple‐employer  public  employee  retirement  system  administered  by  STRS.    STRS  provides 
retirement and disability benefits  to members and death and survivor benefits  to beneficiaries.    STRS 
issues  a  stand‐alone  financial  report  that  includes  financial  statements,  required  supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215‐3771, by calling (888) 227‐7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New  members  have  a  choice  of  three  retirement  plans;  a  Defined  Benefit  (DB)  Plan,  a  Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307. 
For the DB Plan, from August 1, 2015–July 1, 2017, any member could retire with reduced benefits who 
had (1) five years of service credit and age 60; (2) 26 years of service credit and age 55; or (3) 30 years of 
service  credit  regardless  of  age.  Effective  August  1,  2017–July  1,  2019,  any member may  retire with 
reduced benefits who has (1) five years of service credit and age 60; (2) 27 years of service credit and age 
55; or  (3) 30 years of service credit  regardless of age. Eligibility changes will  continue to be phased  in 
through August 1, 2026, when retirement eligibility for unreduced benefits will be five years of service 
credit and age 65, or 35 years of  service credit and at  least age 60. Retirement eligibility  for  reduced 
benefits will be five years of service credit and age 60, or 30 years of service credit regardless of age. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.    The  remaining 4.5 percent of  the 14 percent employer  rate  is  allocated  to  the defined 
benefit unfunded liability.  Effective July 1, 2017, employer contributions of 9.53 percent are placed in the 
investment accounts and the remaining 4.47 percent of the 14 percent employer rate is allocated to the 
defined benefit unfunded  liability. A member  is eligible  to  receive a  retirement benefit at age 50 and 
termination of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum 
withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
In the Combined Plan, member contributions are allocated among investment choices by the member, 
and employer contributions are used to fund a defined benefit payment. A member’s defined benefit is 
determined by multiplying one percent of the member’s final average salary by the member’s years of  
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NOTE 7 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description ‐ State Teachers Retirement System (STRS) – continued 
 
service credit. The defined benefit portion of the Combined Plan payment is payable to a member on or 
after age 60 with five years of service. The DC portion of the account may be taken as a  lump sum or 
converted to a lifetime monthly annuity at age 50 and termination of employment. 

 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another  STRS plan.    The optional  annuitization of  a member’s defined  contribution account or  the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of  investment gain or  loss on the account.   STRS has therefore  included all three plan 
options as one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with  five or more years of credited service who  is determined to be 
disabled  may  qualify  for  a  disability  benefit.    Eligible  survivors  of  members  who  die  before  service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance.  
 
Funding  Policy  –  Employer  and  member  contribution  rates  are  established  by  the  State  Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30,  2019,  plan members were  required  to  contribute  14  percent  of  their  annual  covered  salary.  The 
Academy was  required  to  contribute 14 percent;  the entire 14 percent was  the portion used  to  fund 
pension obligations.  The fiscal year 2019 contribution rates were equal to the statutory maximum rates. 

 
The Academy’s contractually required contribution to STRS was $47,187 for fiscal year 2019.   
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources (with the exception of deferred 
outflows  of  resources  related  to  Academy  contributions  subsequent  to  the  measurement  date)  and 
Deferred Inflows of Resources related to Pensions are not applicable to the Academy at June 30, 2019 due 
to the Academy not being in operation during the measurement period. At June 30, 2019, the Academy 
reported deferred outflows of resources related to pensions from the following sources: 
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NOTE 7 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 

 
 $61,363  reported  as  deferred  outflows  of  resources  related  to  pension  resulting  from  Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2020.   
 
Actuarial Assumptions ‐ SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67, 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment terminations).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits  for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and  the historical pattern of  sharing benefit  costs between  the employers and plan 
members  to  that point.  The projection of benefits  for  financial  reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long‐term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the  benefits,  if  any,  paid  to  the  employee  after  termination  of  employment  until  the  death  of  the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key  methods  and  assumptions  used  in  calculating  the  total  pension  liability  in  the  latest  actuarial 
valuation, prepared as of June 30, 2018, are presented below: 
 

 

SERS STRS Total

Deferred Outflows of Resources

Academy contributions subsequent to the 

  measurement date 14,176$               47,187$               61,363$               

Total Deferred Outflows of Resources 14,176$               47,187$               61,363$               

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)
COLA or Ad Hoc COLA 2.50 percent, on and after April 1, 2018, COLA's for future retirees 

will be delayed for three years following commencement
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NOTE 7 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS – continued 
 
For post‐retirement mortality, the table used in evaluating allowances to be paid is the RP‐2014 Blue Collar 
Mortality Table with fully generational projection and Scale BB, with 120 percent of male rates and 110 
percent of female rates used. The RP‐2000 Disabled Mortality Table with 90 percent for male rates and 
100 percent for female rates set back five years is used for the period after disability retirement.  
 
The  long‐term  return  expectation  for  the  Pension  Plan  Investments  has  been  determined  by  using  a 
building‐block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.   
 
A  forecasted  rate  of  inflation  serves  as  the  baseline  for  the  return  expectation.    Various  real  return 
premiums over  the baseline  inflation  rate have been established  for  each asset  class.    The  long‐term 
expected nominal rate of return has been determined by calculating an arithmetic weighted average of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the expected return from rebalancing uncorrelated asset classes. The asset allocation, as used in the June 
30, 2015 five‐year experience study, is summarized as follows: 
 

 
 
Discount Rate Total pension liability was calculated using the discount rate of 7.50 percent. The projection 
of  cash  flows  used  to  determine  the  discount  rate  assumed  that  employers  would  contribute  the 
actuarially  determined  contribution  rate  of  projected  compensation  over  the  remaining  26‐year 
amortization  period  of  the  unfunded  actuarial  accrued  liability.  Projected  inflows  from  investment 
earnings were calculated using the long‐term assumed investment rate of return (7.50 percent). Based on 
those  assumptions,  the  plan’s  fiduciary  net  position was  projected  to  be  available  to make  all  future 
benefit payments of current plan members. Therefore, the long‐term expected rate of return on pension 
plan investments was applied to all periods of projected benefits to determine the total pension liability.  
 
 
 
 
 
 
 
 

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return

Attachment 26: Audited Financial Statements Page 3860



LORAIN BILINGUAL PREPARATORY ACADEMY LORAIN COUNTY, OHIO 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS  
FOR THE YEAR ENDED JUNE 30, 2019  

 

 27

NOTE 7 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions ‐ STRS 
 
The  total  pension  liability  in  the  July  1,  2018  actuarial  valuation was  determined  using  the  following 
actuarial assumptions, applied to all periods included in the measurement:  
 

 
 
Post‐retirement mortality rates are based on RP‐2014 Annuitant Mortality Table with 50 percent of rates 
through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 and 
84, and 100 percent of rates thereafter, projected forward generationally using mortality improvement 
scale MP‐2016; pre‐retirement mortality rates are based on RP‐2014 Employee Mortality Table, projected 
forward generationally using mortality improvement scale MP‐2016. 
 
The actuarial assumptions used in the July 1, 2018 valuation, were adopted by the board from the results 
of an actuarial experience study for July 1, 2011, through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.  Over  a  30‐year  period,  STRS’  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
 

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Projected Payroll Growth 3.00 percent
Cost-of-Living Adjustments 0.00 percent

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected
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NOTE 7 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – STRS (Continued) 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2018. The projection of cash flows used to determine the discount rate assumes that employer and 
member contributions will be made at statutory contribution rates of 14 percent each. For this purpose, 
only  employer  contributions  that  are  intended  to  fund  benefits  of  current  plan  members  and  their 
beneficiaries are included. Based on those assumptions, STRS’ fiduciary net position was projected to be 
available to make all projected future benefit payments to current plan members as of June 30, 2018. 
Therefore, the long‐term expected rate of return on pension plan investments of 7.45 percent was applied 
to all periods of projected benefit payments to determine the total pension liability as of June 30, 2018. 
 

NOTE 8 ‐ DEFINED BENEFIT OPEB PLANS 
 
Net OPEB Asset/Liability 

 
Governmental  Accounting  Standards  Board  (GASB)  Statement  No.  75,  “Accounting  and  Financial 
Reporting for Postemployment Benefits other than Pensions” were effective. The net OPEB liability is not 
reported in the accompanying financial statements due to the Academy not being in operation during the 
measurement period. The plan description and actuarial assumptions have been disclosed below.  
 
The net OPEB asset/liability reported on the statement of net position represents an asset or liability to 
employees  for  OPEB.  OPEB  is  a  component  of  exchange  transactions‐–between  an  employer  and  its 
employees—of salaries and benefits for employee services.   OPEB are provided to an employee—on a 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services  each  financial  period.    The  obligation  to  sacrifice  resources  for  OPEB  is  a  present  obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net OPEB asset/liability represents the Academy’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB asset/liability calculation is dependent on critical long‐
term  variables,  including  estimated  average  life  expectancies,  earnings  on  investments,  cost  of  living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting these estimates annually.   

 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which OPEB are financed; however, the Academy 
does receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the asset/liability is solely that of the employer, because they benefit from employee 
services.   OPEB contributions come from these employers and health care plan enrollees, which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio Revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change  
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NOTE 8 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
to benefits or funding could significantly affect the net OPEB asset/liability. Resulting adjustments to the 
net OPEB asset/liability would be  effective when  the  changes  are  legally  enforceable.  The  retirement 
systems may allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net OPEB asset/ 
liability on the accrual basis of accounting.  Any liability for the contractually‐required OPEB contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   

 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Health Care Plan Description ‐ The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non‐certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a 
cost‐sharing  other  postemployment  benefit  (OPEB)  plan.    SERS’ Health Care  Plan provides  healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the  death  of  a  member  or  retiree,  are  eligible  for  SERS’  health  care  coverage.  Most  retirees  and 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self‐insured preferred provider 
organization  for  its  non‐Medicare  retiree  population.  For  both  groups,  SERS  offers  a  self‐insured 
prescription drug program. Health care  is a benefit  that  is permitted, not mandated, by  statute.    The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the 
plan selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding  Policy  ‐  State  statute  permits  SERS  to  fund  the  health  care  benefits  through  employer 
contributions.    Each  year,  after  the  allocation  for  statutorily  required  pensions  and  benefits,  the 
Retirement Board may allocate  the  remainder of  the employer  contribution of 14 percent of  covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2019, 0.5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro‐rated if 
less than a full year of service credit was earned. For fiscal year 2019, this amount was $21,600. Statutes 
provide that no employer shall pay a health care surcharge greater than 2.0 percent of that employer’s 
SERS‐covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the total statewide  
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NOTE 8 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Plan Description ‐ School Employees Retirement System (SERS)(continued) 

 
SERS‐covered  payroll  for  the  health  care  surcharge.    For  fiscal  year  2019,  the  Academy’s  surcharge 
obligation was $1,621.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The Academy’s contractually required contribution to SERS was 
$2,146 for fiscal year 2019.     
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost‐sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part 
B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the 
report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227‐7877. 
 
Funding  Policy  –  Ohio  Revised  Code  Chapter  3307  authorizes  STRS  to  offer  the  Plan  and  gives  the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed 
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees,  for  the most  recent  year,  pay  a  portion  of  the  health  care  costs  in  the  form of  a monthly 
premium.  Under Ohio law, funding for post‐employment health care may be deducted from employer 
contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2019, STRS did 
not allocate any employer contributions to post‐employment health care.   
 
OPEB Assets/Liabilities, OPEB Expense, and Deferred Outflows/Inflows of Resources Related to OPEB  
 
OPEB  Liabilities, OPEB  Expense,  and Deferred Outflows  of  Resources  (with  the  exception  of  deferred 
outflows  of  resources  related  to  Academy  contributions  subsequent  to  the  measurement  date)  and 
Deferred Inflows of Resources related to OPEB are not applicable to the Academy at June 30, 2019 due to 
the Academy not being  in operation during  the measurement period. At  June 30, 2019,  the Academy 
reported deferred outflows of resources related to OPEB from the following sources: 
 

 
 

SERS STRS Total

Deferred Outflows of Resources

Academy contributions subsequent to the 

  measurement date 2,146$                 -$                     2,146$                 

Total Deferred Outflows of Resources 2,146$                 -$                     2,146$                 
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NOTE 8 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
$2,146 reported as deferred outflows of resources related to OPEB resulting from Academy contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending June 30, 2020.   
 
Actuarial Assumptions ‐ SERS 
 
The  total  OPEB  liability  was  determined  by  an  actuarial  valuation  as  of  June  30,  2018.  The  actuarial 
assumptions used in the valuation are based on results from the most recent actuarial experience study, 
which covered the five‐year period ending June 30, 2015. The experience study report is dated April 2016. 
The total OPEB liability used the following assumptions and other inputs: 
 

 
 
Mortality rates were based on the RP‐2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of  female rates. RP‐2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The long‐term expected rate of return on plan factors are considered in evaluating the long‐term rate of 
return assumption including long‐term historical data, estimates inherent in current market data, and a 
long‐normal distribution analysis  in which best‐estimate ranges of expected future real rates of return 
were developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long‐term expected rate of return, 7.50 percent, by weighting the expected future real rates 
of return by the target asset allocation percentage and then adding expected inflation. The capital market 
assumptions developed by the investment consultant are intended for use over a 10‐year horizon and 
may not be useful in setting the long‐term rate of return for funding pension plans which covers a longer 
timeframe.  The assumption  is  intended  to be  a  long‐term assumption and  is  not  expected  to  change 
absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental 
change in the market that alters expected returns in future years. 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 
as used in the June 30, 2015 five‐year experience study, are summarized as follows: 

 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Municipal Bond Index Rate

Measurement Date 3.62 percent
Prior Measurement Date 3.56 percent

Single Equivalent Interest Rate
Measurement Date 3.70 percent, net of plan investment expense, including price inflation
Prior Measurement Date 3.63 percent, net of plan investment expense, including price inflation

Health Care Cost Trend Rate
Medicare 5.375 percent - 4.75 percent
Pre-Medicare 7.25 percent - 4.75 percent
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NOTE 8 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – SERS (continued) 
 

 
 

Discount  Rate  The  discount  rate  used  to measure  the  total  OPEB  liability  at  June  30,  2018 was  3.70 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2018 was 3.63 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be made 
from members and the System at the contribution rate of 2.00 percent of projected covered payroll each 
year, which includes a 1.50 percent payroll surcharge and 0.50 percent of contributions from the basic 
benefits  plan.  Based  on  these  assumptions,  the  OPEB  plan’s  fiduciary  net  position  was  projected  to 
become  insufficient  to  make  future  benefit  payments  during  the  fiscal  year  ending  June  30,  2026. 
Therefore,  the  long‐term expected  rate of  return on OPEB plan assets was used  to present  value  the 
projected  benefit  payments  through  the  fiscal  year  ending  June  30,  2025  and  the  Fidelity  General 
Obligation 20‐year Municipal Bond Index rate of 3.62 percent, as of June 30, 2018 (i.e., municipal bond 
rate), was used to present value the projected benefit payments for the remaining years in the projection. 
The total present value of projected benefit payments  from all  years was then used to determine the 
single rate of return that was used as the discount rate. The projection of future benefit payments for all 
current plan members was until the benefit payments ran out. 
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2018, actuarial valuation are presented below:   

 

 
 

Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Health Care Cost Trend Rates -5.23 percent to 9.62 percent, initial, 4.00 percent ultimate
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NOTE 8 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – STRS (continued) 
 
For  healthy  retirees  the mortality  rates  are  based  on  the  RP‐2014 Annuitant Mortality  Table with  50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between 
ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality 
improvement scale MP‐2016. For disabled retirees, mortality rates are based on the RP‐2014 Disabled 
Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected forward 
generationally using mortality improvement scale MP‐2016. 
 
Actuarial  assumptions  used  in  the  June  30,  2018,  valuation  are  based  on  the  results  of  an  actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.    Over  a  30‐year  period,  STRS'  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total OPEB asset/liability was 7.45 percent as of 
June 30, 2018. The projection of cash flows used to determine the discount rate assumed STRS continues 
to allocate no employer contributions to the health care fund. Based on those assumptions, the OPEB 
plan’s fiduciary net position was projected to be available to make all projected future benefit payments 
to current plan members as of June 30, 2018. Therefore, the long‐term expected rate of return on health 
care  plan  investments  of  7.45  percent  was  applied  to  all  periods  of  projected  benefit  payments  to 
determine the total OPEB liability as of June 30, 2018.  
 
 
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected
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NOTE 9 ‐ CONTINGENCIES  
 

Grants ‐ The Academy received financial assistance from federal and state agencies in the form of grants.  
Amounts  received  from  grantor  agencies  are  subject  to  audit  and  adjustment  by  the  grantor.    Any 
disallowed costs may require refunding to the grantor.  Amounts which may be disallowed, if any, are not 
presently determinable.  However, in the opinion of the Academy, any such adjustments will not have a 
material adverse effect on the financial position of the Academy.  
 
Litigation ‐ There are currently no matters in litigation with the Academy as defendant. 
 
Full‐Time Equivalency ‐ School foundation funding is based on the annualized full‐time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for  Foundation  funding  purposes.   Community  schools  must  provide  documentation  that  clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  

 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation  funding  due  to  a  lack  of  evidence  to  support  student  participation  and  other matters  of 
noncompliance. The ODE performed such a review on the Academy for fiscal year 2019. 

 
As of the date of this report, all ODE adjustments have been completed. 
 
In addition, the School’s contract with their Sponsor and management company require payment based 
on revenues received from the State.  As discussed above, all ODE adjustments through fiscal year 2019 
have been completed. A reconciliation of payments previously made and the FTE adjustments has taken 
place with these contracts.  
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NOTE 10 ‐ SPONSOR CONTRACT 
 
The Academy contracted with Richland Academy of the Arts as its sponsor and for oversight services as 
required  by  law.    Sponsorship  fees  are  calculated  as  a  three  percent  of  state  funds  received  by  the 
Academy from the State of Ohio. For the fiscal year ended June 30, 2019, the total sponsorship fees paid 
totaled $25,095. 

 
NOTE 11 ‐ PURCHASED SERVICES 

 
For the period of July 1, 2018 through June 30, 2019, the Academy made the following purchased services 
commitments. 
 

Purchased Services Amount

Personnel Services 588,135$         

Professional Services 287,064

Property Services 163,268
    Utilities 33,828

Travel & Meetings 393

Communications 65,748

Contractual Trade 73,877
Total 1,212,313$      

 
NOTE 12 ‐ LEASE OBLIGATIONS 
   
On July 1, 2018, the Academy signed a new lease with Most rev. Nelson J. Perez, Bishop of the Catholic 
Diocese of Cleveland as Trustee for St. Mary Parish. This lease is for a term of five years and is set to expire 
on June 30, 2023. The rent expense per year is defined in the below table per the lease agreement. The 
total rent expense for fiscal year 2019 was $126,000. 
 

FY2020  $132,000 
FY2021   138,000 
FY2022   144,000 
FY2023   150,000 

Total  $564,000 
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NOTE 13 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES 
 
The Academy entered into an agreement with Accel Schools, a management company, to provide legal, 
financial, and other management support services for fiscal year 2019. The agreement was for a period of 
five  years  beginning  July  1,  2018. Management  fees  are  calculated  as  13.5%  of  the  Academy’s  State 
Revenue. The total amount due from the Academy for the fiscal year ending June 30, 2019 was $112,926 
and is included under “Purchased Services” on the Statement of Revenues, Expenses and Changes in Net 
Position. 
 
Also, per the management agreement there are expenses that will be billed to the Academy based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of Accel employees working 
in at the Academy and other costs related to providing education and administrative services. The total 
amount billed to the Academy inclusive of management fees during fiscal year 2019 was $751,959 
 
The following is a summary of the management company expenses during fiscal year 2019: 
 

 
 

 
Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro‐rated based on 
full time equivalent (FTE) head count as of June 30, 2019 by each school it manages.  

 
NOTE 14 ‐ MANAGEMENT PLAN 
 
For  fiscal year 2019,  the Academy had a net position deficit of $(332,744). Current enrollment of 104 
students was not enough to sustain the cash of running the Academy. However, as of December 2019 
enrollment has increased to 188 students.  The Academy’s ability to maintain a stable administrative and 
instructional team along with active advertising via print, radio, mailings and through referrals of current 
parents is anticipated to help produce the likelihood of future enrollment growth leading to surpluses and 
provide an opportunity for the academy to recover from its prior deficits. 
 

 Lorain Bilingual Preparatory Academy 

 Regular Instruction
(1100 Function Codes) 

 Special Instruction
(1200 Function Codes) 

 Support Services
(2000 Function Codes) 

 Total 

                                1,100                                 1,200                                 2,000 
Direct Expenses: 
Salaries & Wages (100 Object Codes) 277,011                           93,902                             117,295                           488,208             
Employees’ Benefits (200 Object Codes) 64,044                             13,482                             10,396                             87,921               
Professional & Technical Services (410 Object Codes) 7,717                               197,535                           205,251             
Supplies (510 Object Codes) 36,147                             4,959                               41,106               
Other Direct Costs (All Other Object Codes) 31,977                             875                                  32,852               
Total Direct Expenses 416,895                           107,384                           331,060                           855,339             
  
Indirect Expenses:  
Overhead 88,772                             88,772               
  
Total Expenses 416,895                           107,384                           419,832                           944,111             
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2019

Contractually Required Contribution 14,176$          

Contributions in Relation to the 
Contractually Required Contribution (14,176)           

Contribution Deficiency (Excess) -                 

Academy Covered Payroll 105,007$        

Contributions as a Percentage of
Covered Payroll 13.50%

(1) Information prior to 2019 is not available. Schedule is intended
     to show ten years of information, and additional years' will be
     displayed as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - Pension
School Employees Retirement System of Ohio

Last Fiscal Year (1)
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2019

Contractually Required Contribution 47,187$            

Contributions in Relation to the 
Contractually Required Contribution (47,187)            

Contribution Deficiency (Excess) -$                 

Academy Covered Payroll 337,050$          

Contributions as a Percentage of
Covered Payroll 14.00%

(1) Information prior to 2019 is not available. Schedule is intended
     to show ten years of information, and additional years' will be
     displayed as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - Pension

State Teachers Retirement System of Ohio
Last Fiscal Year (1)
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2019

Contractually Required Contribution (2) 2,146$            

Contributions in Relation to the 
Contractually Required Contribution (2,146)            

Contribution Deficiency (Excess) -                 

Academy Covered Payroll 105,007$        

OPEB Contributions as a Percentage of
Covered Payroll (2) 2.04%

(1) Information prior to 2019 is not available. Schedule is intended
     to show ten years of information, and additional years' will be
     displayed as it becomes available. 

(2) Includes Surcharge

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - OPEB

School Employees Retirement System of Ohio
Last Fiscal Year (1)
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2019

Contractually Required Contribution -$                     

Contributions in Relation to the 
Contractually Required Contribution -                      

Contribution Deficiency (Excess) -$                     

Academy Covered Payroll 337,050$              

Contributions as a Percentage of
Covered Payroll 0.00%

(1) Information prior to 2019 is not available. Schedule is intended
     to show ten years of information, and additional years' will be
     displayed as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - OPEB
State Teachers Retirement System of Ohio

Last Fiscal Year (1)
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NOTE 1 ‐ NET PENSION LIABILITY 
 
Changes in Assumptions ‐ SERS 
 
For fiscal year 2017, the SERS Board adopted the following assumption changes: 

 Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent 

 Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent 

 Assumed real wage growth was reduced from 0.75 percent to 0.50 percent 

 Rates of withdrawal, retirement and disability were updated to reflect recent experience. 

 Mortality among active members was updated to RP‐2014 Blue Collar Mortality Table with fully 
generational projection and a five year age set‐back for both males and females. 

 Mortality among service retired members, and beneficiaries was updated to RP‐2014 Blue Collar 
Mortality Table with fully generational projection with Scale BB, 120 percent of male rates, and 
110 percent of female rates. 

 Mortality among disabled members was updated to RP‐2000 Disabled Mortality Table, 90 percent 
for male rates and 100 percent for female rates, set back five years is used for the period after 
disability retirement.   

 
Changes in Benefit Terms ‐ SERS 
For fiscal year 2018, the cost‐of‐living adjustment was changed from a fixed 3.00 percent to a cost‐of‐
living adjustment  that  is  indexed  to CPI‐W not greater  than 2.50 percent with a  floor of  zero percent 
beginning January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has 
enacted a three‐year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the Retirement Board approved several changes to the actuarial assumptions in 2017. 
The  long  term  expected  rate  of  return was  reduced  from  7.75  percent  to  7.45  percent,  the  inflation 
assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered 
to 3.00 percent, and total salary increases rate was lowered by decreasing the merit component of the 
individual salary increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy 
and  disabled mortality  assumptions were  updated  to  the  RP‐2014 mortality  tables with  generational 
improvement  scale MP‐2016. Rates of  retirement,  termination and disability were modified  to better 
reflect anticipated future experience. 
 
Changes in Benefit Terms ‐ STRS 
 
For fiscal year 2018, the cost‐of‐living adjustment (COLA) was reduced to zero.  
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NOTE 2 ‐ NET OPEB LIABILITY 
 
Changes in Assumptions – SERS 
 
Amounts  reported  for  fiscal  year  2019  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 3.56 percent to 3.62 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased from 3.63 percent to 3.70 percent. The health care cost trend assumptions changed as follows:  
 
Pre‐Medicare 
 Fiscal year 2018   7.50 percent initially, decreasing to 4.00 percent 
Fiscal year 2019   7.25 percent initially, decreasing to 4.75 percent 
Medicare 
Fiscal year 2018   5.50 percent initially, decreasing to 5.00 percent 
Fiscal year 2019   5.375 percent initially, decreasing to 4.75 percent 
 
Amounts  reported  for  fiscal  year  2018  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 2.92 percent to 3.56 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased from 2.98 percent to 3.63 percent. 
 
Changes in Benefit Terms ‐ SERS 
There have been no changes to the benefit provisions. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2019, the discount rate was increased from the blended rate of 4.13 percent to the long‐
term expected rate of return of 7.45 percent. Valuation year per capita health care costs were updated. 
Health care cost trend rates ranged from 6.00 percent to 11 percent initially and a 4.50 percent ultimate 
rate for fiscal year 2018 and changed for fiscal year 2019 to a range of  ‐5.20 percent to 9.60 percent, 
initially and a 4.00 ultimate rate. 
 
For fiscal year 2018, the blended discount rate was increased from 3.26 percent to 4.13 percent. Valuation 
year per capita health care costs were updated, and the salary scale was modified. The percentage of 
future retirees electing each option was updated based on current data and the percentage of  future 
disabled  retirees  and  terminated  vested  participants  electing  health  coverage  were  decreased.  The 
assumed  mortality,  disability,  retirement,  withdrawal  and  future  health  care  cost  trend  rates  were 
modified along with the portion of rebated prescription drug costs. 
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NOTE 2 ‐ NET OPEB LIABILITY (Continued) 
 
Changes in Benefit Terms – STRS 
 
For fiscal year 2019, the subsidy multiplier for non‐Medicare benefit recipients was increased from 1.9 
percent to 1.944 percent per year of service effective January 1, 2019. The non‐Medicare frozen subsidy 
base  premium  was  increased  effective  January  1,  2019  and  all  remaining Medicare  Part  B  premium 
reimbursements will be discontinued beginning January 1, 2020. 
 
For  fiscal  year 2018,  the  subsidy multiplier  for non‐Medicare benefit  recipients was  reduced  from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. This was subsequently extended, see above paragraph.  
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December 22, 2019 
 
To the Board of Directors 
Lorain Bilingual Academy 
307 West 7th Street   
Lorain, OH 44052 

 
 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the Lorain Bilingual Academy, Lorain 
County, Ohio, (the “Academy”)  as of and for the year ended June 30, 2019, and the related notes to the financial 
statements, which collectively comprise the Academy’s basic financial statements, and have issued our report 
thereon dated December 22, 2019, in which we noted the Academy has suffered a loss from operations and has a 
net position deficit of $332,744, including the net effect of net pension and net OPEB related accruals totaling 
$63,509, that raises substantial doubt about its ability to continue as a going concern.  
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the Academy's internal control 
over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of the Academy’s internal control. Accordingly, we do not express an 
opinion on the effectiveness of the Academy’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance.  
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Government Auditing Standards 

Page 2 of 2 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified. 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Academy's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of 
our tests disclosed no instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 

 
 
 
 

 
Cambridge, Ohio 
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December 22, 2019 
 
To the Board of Directors       
Lorain Bilingual Academy 
307 West 7th Street 
Lorain, OH 44052 
 

Independent Accountant’s Report on Applying Agreed-Upon Procedure 
 
Ohio Rev. Code Section 117.53 states “the auditor of state shall identify whether the school district or 
community school has adopted an anti-harassment policy in accordance with Section 3313.666 of the 
Revised Code. This determination shall be recorded in the audit report. The auditor of state shall not 
prescribe the content or operation of any anti-harassment policy adopted by a school district or community 
school.” 
 
Accordingly, we have performed the procedures enumerated below, which were agreed to by the Board, 
solely to assist in evaluating whether Lorain Bilingual Academy, Lorain County, Ohio has adopted its anti-
harassment policy in accordance with Ohio Rev. Code Section 3313.666 and Ohio Rev. Code Section 
3314.03(a)(11)(d) for the period ended June 30, 2019. Management is responsible for complying with this 
requirement. This agreed-upon procedure engagement was conducted in accordance with attestation 
standards established by the American Institute of Certified Public Accountants and applicable attestation 
engagement standards included in the Comptroller General of the United States’ Government Auditing 
Standards.  The sufficiency of this procedure is solely the responsibility of the Board.  Consequently; we 
make no representation regarding the sufficiency of the procedure described below either for the purpose 
for which this report has been requested or for any other purpose. 
 

1. We inspected the Board minutes and observed that the Board adopted an anti-harassment policy at 
its meeting on July 12, 2018. 

 
Ohio Rev. Code Section 3313.666(B) and Ohio Rev. Code Section 3314.03(a)(11)(d) specifies the 
following requirements must be included in anti-harassment policies.  We inspected the policy for proper 
inclusion of these requirements: 
 

1. A statement prohibiting harassment, intimidation, or bullying of any student on school 
property, on a school bus, or at school-sponsored events and expressly providing for the 
possibility of suspension of a student found responsible for harassment, intimidation, or 
bullying by an electronic act; 
 

2. A definition of harassment, intimidation, or bullying that includes the definition in division (A) 
of Ohio Rev. Code Section 3313.666. The act defines that term as “any intentional written, 
verbal, electronic or physical act that a student has exhibited toward another particular student 
more than once and the behavior both (1) causes mental or physical harm to the other student, 
(2) is sufficiently severe, persistent, or pervasive that it creates an intimidating, threatening, or 
abusive educational environment for the other student,” and violence within a dating 
relationship.; 

 
3. A procedure for reporting prohibited incidents;  
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4. A requirement that school personnel report prohibited incidents of which they are aware to the 

school principal or other administrator designated by the principal; 
 

5. A requirement that the custodial parent or guardian of any student involved in a prohibited 
incident be notified and, to the extent permitted by section 3319.321 of the Revised Code and 
the “Family Educational Rights and Privacy Act of 1974,” 88 Stat. 571, 20 U.S.C. 1232q, as 
amended, have access to any written reports pertaining to the prohibited incident;  

 
6. A procedure for documenting any prohibited incident that is reported;  

 
7. A procedure for responding to and investigating any reported incident;  

 
8. A strategy for protecting a victim from new or additional harassment, intimidation, or bullying, 

and from retaliation following a report, including a means by which a person may report an 
incident anonymously;  
 

9. A disciplinary procedure for any student guilty of harassment, intimidation, or bullying, which 
shall not infringe on any student’s rights under the first amendment to the Constitution of the 
United States;  
 

10. A statement prohibiting students from deliberately making false reports of harassment, 
intimidation, or bullying and a disciplinary procedure for any student responsible for 
deliberately making a false report of that nature; 
 

11. A requirement that the administration semiannually provide the president of the district board 
a written summary of all reported incidents and post the summary on its web site, if the district 
has a web site, to the extent permitted by section 3319.321 of the Revised Code and the “Family 
Educational Rights and Privacy Act of 1974,” 88 Stat. 571, 20 U.S.C. 1232q, as amended. 

   
We were not engaged to and did not conduct an examination or review, the objective of which would be 
the expression of an opinion or conclusion, respectively, on compliance with the anti-harassment policy. 
Accordingly, we do not express such an opinion or conclusion. Had we performed additional procedures, 
other matters might have come to our attention that would have been reported to you.   
 
This report is to provide assistance in the evaluation of whether the Academy has adopted an anti-
harassment policy in accordance with Ohio Rev. Code Section 3313.666 and is not suitable for any other 
purpose. 
  

 
 
Cambridge, Ohio 
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Board of Directors 
Lorain Preparatory Academy 
4125 Leavitt Road 
Lorain, Ohio  44053 
 
 
We have reviewed the Independent Auditor’s Report of the Lorain Preparatory Academy, Lorain 
County, prepared by Rea & Associates, Inc., for the audit period July 1, 2018 through June 30, 
2019.  Based upon this review, we have accepted these reports in lieu of the audit required by 
Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying financial 
statements and, accordingly, we are unable to express, and do not express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Lorain Preparatory Academy is responsible for 
compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
February 7, 2020  
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December 22, 2019 
 
To the Board of Directors 
Lorain Preparatory Academy 
Lorain County, Ohio 
4125 Leavitt Road 
Lorain, Ohio 44053 
 
 

INDEPENDENT AUDITOR'S REPORT 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Lorain Preparatory Academy, Lorain 
County, Ohio, (the “Academy”) as of and for the year ended June 30, 2019, and the related notes to the 
financial statements, which collectively comprise the Academy’s basic financial statements as listed in the 
table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the Academy’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Academy’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
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Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Lorain Preparatory Academy, Lorain County, Ohio, as of June 30, 2019, and the 
changes in its financial position and its cash flows for the year then ended in accordance with accounting 
principles generally accepted in the United States of America. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the Academy's Proportionate Share of the Net Pension Liability, 
Schedule of the Academy’s Contributions-Pension, Schedule of the Academy’s Proportionate Share of the 
Net OPEB Asset/Liability, and the Schedule of the Academy’s Contributions - OPEB as listed in the table 
of contents,  be presented to supplement the basic financial statements. Such information, although not a 
part of the basic financial statements, is required by the Governmental Accounting Standards Board who 
considers it to be an essential part of financial reporting for placing the basic financial statements in an 
appropriate operational, economic, or historical context. We have applied certain limited procedures to 
the required supplementary information in accordance with auditing standards generally accepted in the 
United States of America, which consisted of inquiries of management about the methods of preparing the 
information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic 
financial statements. We do not express an opinion or provide any assurance on the information because 
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance.  
 
Other Information 
 
Our audit was conducted for the purpose of forming an opinion on the financial statements that 
collectively comprise the Academy’s basic financial statements. The Schedule of Expenditures of Federal 
Awards, as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative 
Requirements, Cost Principles, and Audit Requirements for Federal Awards is presented for purposes of 
additional analysis and is not a required part of the basic financial statements. 
 
The Schedule of Expenditures of Federal Awards is the responsibility of management and was derived 
from and relates directly to the underlying accounting and other records used to prepare the basic 
financial statements. Such information has been subjected to the auditing procedures applied in the audit 
of the basic financial statements and certain additional procedures, including comparing and reconciling 
such information directly to the underlying accounting and other records used to prepare the basic 
financial statements or to the basic financial statements themselves, and other additional procedures in 
accordance with auditing standards generally accepted in the United States of America. In our opinion, 
the Schedule of Expenditures of Federal Awards is fairly stated, in all material respects, in relation to the 
basic financial statements as a whole. 
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Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated December 22, 
2019 on our consideration of the Academy’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the Academy’s internal control over financial reporting or on compliance. That report is 
an integral part of an audit performed in accordance with Government Auditing Standards in considering 
the Academy’s internal control over financial reporting and compliance. 
 
 
 
 
 

Cambridge, Ohio 
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The discussion and analysis of the Lorain Preparatory Academy’s (the “Academy”) financial performance 
provides an overall review of the Academy’s financial activities for the fiscal year ended June 30, 2019. 
The intent of this discussion and analysis is to look at the Academy’s financial performance as a whole.  
Readers should also review the financial statements and notes to the financial statements to enhance 
their understanding of the Academy’s financial performance. The first year of the Academy’s operations 
was  2007.  The  Academy  began  accepting  students  and  community  school  foundation  revenue  in 
December of 2006.  

 
FINANCIAL HIGHLIGHTS 
 
Key Financial Highlights for the Academy for the 2018‐19 school year are as follows:  

 Net position increased $104,428.  

 Total revenue increased from $5,116,728 in fiscal year 2018 to $5,368,135 in fiscal year 2019. 

 Operating expenses  increased  from $3,574,571  in  fiscal year 2018  to $5,263,707  in  fiscal year 
2019. 

 The management company forgave $100,000 worth of long‐term debt obligations. 
 

OVERVIEW OF FINANCIAL STATEMENTS 
 
The financial report consists of three parts: the required supplemental  information, the basic financial 
statements, and the notes to the financial statements.  These statements are organized so the reader can 
understand  the  financial  position  of  the  Academy.  Enterprise  accounting  uses  a  flow  of  economic 
resources  measurement  focus.  With  this  measurement  focus,  all  assets  and  deferred  outflows  of 
resources  and  all  liabilities  and  deferred  inflows  of  resources  are  included  on  the  statement  of  net 
position.  The  statement  of  net  position  represents  the  statement  of  position  of  the  Academy.    The 
statement of  revenues, expenses, and changes  in net position presents  increases  (e.g.,  revenues) and 
decreases (e.g., expenses) in net position.  The statement of cash flows reflects how the Academy finances 
and meets  its cash  flow needs.   Finally,  the notes  to  the basic  financial  statements provide additional 
information that is essential to a full understanding of the data provided on the basic financial statements. 
 

FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE 
 
The Academy is not required to present government‐wide financial statements as the Academy is engaged 
in  only  business‐type  activities.  Therefore,  no  condensed  financial  information  derived  from 
governmental‐wide financial statements is included in the discussion and analysis. 
 
The following tables represent a summary the Academy’s condensed financial information derived from 
the statement of net position and the statement of revenues, expenses and changes in net position. 

Attachment 26: Audited Financial Statements Page 3894



LORAIN PREPARATORY ACADEMY ‐ LORAIN COUNTY, OHIO 
 

MANAGEMENT’S DISUSSION AND ANALYSIS   
FOR THE FISCAL YEAR ENDED JUNE 30, 2019 (UNAUDITED) 
 

6 

FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The following table provides a summary of the Academy’s net position for 2019 as compared to 2018: 
 

Table 1 
Statement of Net Position 

2019 2018

Assets:

Current Assets:

     Cash and Cash Equivalents 350,777$             298,553$          

      Intergovernmental Receivable 61,398                26,248               

Total Assets 412,175              324,801             

Noncurrent Assets:

  Net  OPEB Asset 253,285              ‐                    

  Capital Assets, net of Accumulated Depreciation 136,238              151,791             

      Total Noncurrent Assets 389,523              151,791             

Total Assets 801,698                476,592             

Deferred Outflows of Resources 2,684,964          2,398,146         

Liabilities:

Current Liabilities:

      Accounts Payable, Trade 42,880                118,246             

      Accounts Payable, Related Party 249,876              183,631             

      Accrued Expenses 30,477                35,651               

      Current Portion of Long‐Term Debt 25,454                ‐                    

Total Current Liabilities 348,687              337,528             

Noncurrent Liabilities: 

  Net Pension Liability  3,821,382          3,162,928         

  Net OPEB Liability 164,309              575,279             

  Noncurrent Portion of Long‐term Debt ‐                      198,547             

     Total Noncurrent Liabilities 3,985,691          3,936,754         

         Total Liabilities 4,334,378          4,274,282         

  Deferred Inflows of Resources 655,114              207,714             

Net Position:

  Invested in Capital Assets 136,238              151,791             

  Unrestricted Net Position (1,639,068)         (1,759,049)        

    Total Net Position (1,502,830)$        (1,607,258)$      
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The Academy has adopted GASB Statement 68, “Accounting and Financial Reporting  for Pensions—an 
Amendment of GASB Statement 27,” and GASB Statement 75, “Accounting and Financial Reporting for 
Postemployment  Benefits  Other  Than  Pensions,”  which  significantly  revises  accounting  for  costs  and 
liabilities related to other postemployment benefits (OPEB).  For reasons discussed below, many end users 
of this financial statement will gain a clearer understanding of the Academy’s actual financial condition by 
adding deferred inflows related to pension and OPEB, the net pension liability and the net OPEB liability 
to the reported net position and subtracting deferred outflows related to pension and OPEB and net OPEB 
asset. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports  prepared  in  accordance  with  generally  accepted  accounting  principles.    Prior  accounting  for 
pensions  (GASB  27)  and  postemployment  benefits  (GASB  45)  focused  on  a  funding  approach.    This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OBEP asset/liability.  GASB 68 and 
GASB 75  take  an  earnings  approach  to  pension  and OPEB  accounting;  however,  the  nature of Ohio’s 
statewide pension/OPEB plans and state law governing those systems requires additional explanation in 
order to properly understand the information presented in these statements. 

 
GASB  68  and GASB  75  require  the  net  pension  liability  and  the  net  OPEB  asset/liability  to  equal  the 
Academy’s proportionate share of each plan’s collective: 
 

1. Present  value  of  estimated  future  pension/OPEB  benefits  attributable  to  active  and  inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 

GASB  notes  that  pension  and  OPEB  obligations,  whether  funded  or  unfunded,  are  part  of  the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, 
and the promise of a future pension and other postemployment benefits.  GASB noted that the unfunded 
portion of this promise is a present obligation of the government, part of a bargained‐for benefit to the 
employee, and should accordingly be reported by the government as a liability since they received the 
benefit of the exchange.  However, the Academy is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement  systems  to  provide  healthcare  to  eligible  benefit  recipients.    The  retirement  systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits.  
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The  employee  enters  the  employment  exchange with  the  knowledge  that  the  employer’s  promise  is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a specific, 
legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the 
unfunded  liability  of  the  pension/OPEB  plan  as  against  the  public  employer.    State  law  operates  to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the  employment  exchange  with  notice  as  to  the  law.    The  retirement  system  is  responsible  for  the 
administration of the pension and OPEB plans 

 
Most long‐term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time‐off or termination payments.  There is no repayment 
schedule  for  the net  pension  liability  or  the  net OPEB  asset/liability.    As  explained  above,  changes  in 
benefits,  contribution  rates,  and  return on  investments  affect  the balance of  these  liabilities,  but  are 
outside the control of the  local government.    In the event that contributions,  investment returns, and 
other changes are insufficient to keep up with required payments, State statute does not assign/identify 
the responsible party for the unfunded portion.  Due to the unique nature of how the net pension liability 
and  the net OPEB  liability  are  satisfied,  these  liabilities  are  separately  identified within  the  long‐term 
liability section of the statement of net position. 
 
In accordance with GASB 68 and GASB 75,  the Academy’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB asset/liability, respectively, not accounted for 
as deferred inflows/outflows.  
 
There was a significant change in net pension / OPEB liability / asset for the Academy.  The fluctuations 
are due to changes in the actuarial liabilities / assets and related accruals that are passed through to the 
Academy’s  financial  statement.    All  components  of  pension  and  OPEB  accruals  contribute  to  the 
fluctuations  in deferred outflows /  inflows and net pension/OPEB  liabilities/asset and are described  in 
more detail in their respective notes. 
 
Cash and cash equivalents increased in 2019 by $52,224 due to an increase in State Foundation receipts. 
The increase in revenue is due to the increase in the number of students.  
 
Statement of Revenues, Expenses and Changes in Net Position ‐ Table 2 shows the changes in Net Position 
for fiscal year 2019 and 2018, as well as a listing of revenues and expenses.   This change in Net Position 
is  important because it tells the reader that, for the Academy as a whole, the financial position of the 
Academy has improved or diminished. The cause of this may be the result of many factors, some financial, 
some  not.    Non‐financial  factors  include  the  current  laws  in  Ohio  restricting  revenue  growth,  facility 
conditions, required educational programs and other factors. Overall, the increase in Operating Revenues 
was a result of more students being enrolled over the prior year.  Increase in purchased services is due to 
calculations for pension / OPEB related accruals previously discussed.
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The following table reflects the changes in net position for the fiscal year 2019 as compared to 2018: 
 

Table 2 
Statement of Revenues, Expenses, and Changes in Net Position 

 

Operating Revenues 2019 2018

State Aid   $          4,454,602   $          4,308,792 

  Miscellaneous                       5,263                               ‐  

     Total Operating Revenues               4,459,865               4,308,792 

Operating Expenses      

Purchased Services               4,936,118               3,286,064 

Depreciation                     54,692                     45,697 

Supplies                  217,227                   186,612 

Other Operating Expenses                     55,670                     56,198 

      Total Operating Expenses               5,263,707               3,574,571 

Operating Income (Loss)                (803,842)                  734,221 

Non‐Operating Revenues (Expenses)

Federal and State Restricted Grants                  807,656                   807,936 

Debt Forgiveness                  100,000                               ‐  

Interest Income                           614                   (17,131)

      Total Non‐Operating Revenues (Expenses)                  908,270                   790,805 

 

Change in Net Position 104,428$               1,525,026$          

 
Current assets represent cash and cash equivalents and intergovernmental receivables.  Current liabilities 
represent accounts payable, current portion of long term debt and accrued expenses at fiscal year‐end.  
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CAPITAL ASSETS 
 
At the end of fiscal year 2019, the Academy had $136,238 invested in capital assets (net of accumulated 
depreciation) for computers and software, furniture and equipment, and Leasehold Improvements. The 
following table shows fiscal year 2019 compared to 2018:  

 
 
 
 
 
 
 
 

The decrease represents current year additions less the annual depreciation charge. There were no 
asset disposals during the year.  For further information regarding the Academy’s capital assets, refer to 
Note 5 of the basic financial statements.   

 
DEBT 
 
At June 30, 2019,  the Academy had a Notes Payable to Accel Schools at  June 30, 2019  in  the amount 
$25,454. For  further  information  regarding  the Academy’s debt,  refer  to Note 6  to  the basic  financial 
statements. 
 

OPERATIONS 
 
Lorain Preparatory Academy is a public school established pursuant to Ohio Revised Code Chapter 3314. 
The  Academy  offers  education  for  Ohio  children  in  third  through  eighth  grade.    The  Academy  is 
independent  of  any  Academy  and  is  nonsectarian  in  its  programs,  admission  policies,  employment 
practices, and all other operations. The Academy may lease or acquire facilities as needed and contract 
for any services necessary for the operation of the Academy. 
 

REQUESTS FOR INFORMATION 
 
This financial report is designed to provide our citizens, taxpayers, investors and creditors with a general 
overview of the academy’s finances and to show the Academy’s accountability for the money it receives.  
If you have any questions concerning this report, please contact the Academy’s Fiscal Officer, C. David 
Massa, CPA of Massa Financial Solutions, LLC, 4125 Leavitt Rd, Lorain, Ohio 44503. 

   

2019 2018 Change

Furniture & Equipment 72,809$             92,931$          (20,122)$    

Leasehold Improvements 38,041               42,198            (4,157)        

Computer & Software 25,388               16,662            8,726          

Net Capital Assets 136,238$           151,791$       (15,553)$    

Capital Assets at June 30 (Net of Depreciation)
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LORAIN PREPARATORY ACADEMY ‐ LORAIN COUNTY, OHIO 

 
Statement of Net Position 

At June 30, 2019 
 
 

Assets:

Current Assets:

    Cash and Cash Equivalents 350,777$          

    Intergovernmental Receivable 61,398

      Total Current Assets 412,175

Noncurrent Assets:

  Net OPEB Asset 253,285

  Capital Assets, net of Accumulated Depreciation 136,238

      Total Noncurrent Assets 389,523

Total Assets 801,698            

Deferred Outflows of Resources:

    Pension 2,383,623         

    OPEB 301,341            

Total Deferred Outflows of Resources 2,684,964         

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 42,880               

    Accounts Payable, Related Party 249,876            

    Accrued Expenses 30,477               

    Current Portion of Long‐Term Debt 25,454               

       Total Current Liabilities 348,687            

Noncurrent Liabilities:

  Net Pension Liabil ity 3,821,382

  Net OPEB Liability 164,309

    Total Noncurrent Liabilities 3,985,691

       Total Liabilities 4,334,378

Deferred Inflows of Resources:

    Pension 250,577            

    OPEB 404,537            

Total Deferred Inflows of Resources 655,114            

Net Position:

  Invested in Capital Assets 136,238

  Unrestricted Net Position (1,639,068)

  Total Net Position (1,502,830)$     

See Accompanying Notes to the Basic Financial Statements
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LORAIN PREPARATORY ACADEMY ‐ LORAIN COUNTY, OHIO 

 
Statement of Revenues, 

Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2019 

 
 

Operating Revenues:

  State Aid 4,454,602$       

  Miscellaneous 5,263

    Total Operating Revenues 4,459,865

Operating Expenses:

  Purchased Services 4,936,118

  Depreciation 54,692

  Supplies 217,227

  Other Operating Expenses 55,670

    Total Operating Expenses 5,263,707

     Operating Loss (803,842)

Non‐Operating Revenues:

  Federal and State Restricted Grants  807,656

  Debt Forgiveness 100,000            

  Interest Income 614                    

    Net Non‐operating Revenues 908,270

Change in Net Position 104,428            

Net Position Beginning of Year (1,607,258)        

Net Position End of Year (1,502,830)$     

See Accompanying Notes to the Basic Financial Statements
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LORAIN PREPARATORY ACADEMY ‐ LORAIN COUNTY, OHIO 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2019 

 
 

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 4,447,234$      

Other Operating Receipts 5,877                

Cash Payments to Suppliers for Goods and Services (5,057,431)       

Net Cash Used For Operating Activities (604,320)          

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Note Payable Principal Payments (73,093)             

Federal and State Grant Receipts 768,776            

Net Cash Provided By Noncapital Financing Activities 695,683            

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Purchase of Capital Assets (39,139)             

Net Cash Used For Capital and Related Financing Activities (39,139)             

Net Increase in Cash and Cash Equivalents 52,224              

Cash and Cash Equivalents ‐ Beginning of the Year 298,553            

Cash and Cash Equivalents ‐ Ending of the Year 350,777$         

Non Cash Transactions:

See Accompanying Notes to the Basic Financial Statements

During fiscal year 2019, the management company forgave $100,000 of principal due on the long 

term note due to a renewal of the management company conract.

 
 
 

  
 

 
 
 
 
 

 
 
 

(Continued)
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LORAIN PREPARATORY ACADEMY ‐ LORAIN COUNTY, OHIO  
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2019 
(Continued) 

 
 

Reconciliation of Operating Loss to Net Cash Used For Operating Activities

Operating Loss (803,842)$               

Adjustments to Reconcile Operating Loss to Net Cash Used For Operating Activities

Depreciation 54,692                     

Changes in Assets, Liabilities, and Deferred Inflows and Outflow of Resources:

(Increase)/ Decrease in Receivables 4,344                       

(Increase)/ Decrease in Deferred Outflows (286,818)                 

Increase/ (Decrease) in Deferred Inflows 447,400                  

Increase/ (Decrease) in Net Pension Liabil ity 658,454                  

Increase/ (Decrease) in net OPEB Liability (410,970)                 

Increase/ (Decrease) in Accounts Payable, Trade (75,366)                   

Increase/ (Decrease) in Accounts Payable, Related Party 66,245                     

Increase/ (Decrease) in Accrued Expenses (5,174)                      

(Increase)/Decrease in Net OPEB Asset (253,285)                 

Net Cash Used For Operating Activities (604,320)$               

See Accompanying Notes to the Basic Financial Statements
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Basis of Accounting  ‐ Basis of  accounting determines when  transactions are  recorded  in  the  financial 
records and reported on the financial statements.  The Academy’s financial statements are prepared using 
the accrual basis of accounting. Revenue resulting from exchange transactions, in which each party gives 
and  receives essentially equal value,  is  recorded on  the accrual basis when  the exchange  takes place.  
Revenue  resulting  from  nonexchange  transactions,  in which  Academy  receives  value without  directly 
giving equal value in return, such as grants and entitlements, are recognized in the period in which all 
eligibility requirements have been satisfied.   Eligibility requirements include timing requirements, which 
specify the period when the resources are required to be used or the period when use is first permitted, 
matching requirements,  in which the Academy must provide local resources to be used for a specified 
purpose,  and  expenditure  requirements,  in  which  the  resources  are  provided  to  the  Academy  on  a 
reimbursement basis.  Expenses are recognized at the time they are incurred. 
 

Budgetary Process ‐ Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C). However, unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter 5705, unless specifically provided  in  the contract between the Academy and  its Sponsor. The 
contract between the Academy and its Sponsor does not require the Academy to follow the provisions 
Ohio Revised Code Chapter 5705; therefore, no budgetary information is presented in the basic financial 
statements.  

 
Cash and Cash Equivalents ‐ Cash received by the Academy is reflected as “Cash and Cash Equivalents” 
on the statement of net position.  The Academy had no investments during the fiscal year ended June 30, 
2019. 
 
Prepaid Items ‐ The Academy records payments made to vendors for services that will benefit periods 
beyond June 30, 2019, as prepaid items using the consumption method. A current asset for the prepaid 
amount is recorded at the time of the purchase and an expense is reported in the year in which services 
are consumed. The Academy had no prepaid items at June 30, 2019. 
 
Capital Assets ‐ The Academy’s capital assets during fiscal year 2019 consisted of computers and software, 
leasehold improvements, furniture and equipment.  All capital assets are capitalized at cost and updated 
for  additions  and  retirements  during  the  fiscal  year.   Donated  capital  assets  are  recorded  at  their 
acquisition  value  as  of  the  date  received.  The  Academy  maintains  a  capitalization  threshold  of  one 
thousand  five  hundred  dollars.   The  Academy  does  not  have  any  infrastructure.  Improvements  are 
capitalized. The costs of normal maintenance and repairs that do not add to the value of  the asset or 
materially extend an asset’s life are not capitalized.   
 

                                           

Description Useful Lives

Computer & Software  5 years

Furniture & Equipment 5-20 years

Leasehold Improvements  Remaining Life of the Lease

 
All capital assets are depreciated over their remaining useful  lives. Depreciation is computed using the 
straight‐line method over the following useful lives 
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Net Position  ‐ Net position represents  the difference between assets, deferred outflows of  resources, 
liabilities,  and  deferred  inflows  of  resources.    Net  position  is  reported  as  restricted  when  there  are 
limitations  imposed  on  their  use  either  through  the  enabling  legislation  adopted  by  the  Academy  or 
through external restrictions imposed by creditors, grantors, or laws or regulations of other governments.  
The Academy applies restricted resources first when an expense is incurred for purposes for which both 
restricted and unrestricted net position  is available.   As of  June 30, 2019,  there were no net position 
restrictions.  Net  position  invested  in  capital  assets  consist  of  capital  assets  minus  accumulated 
depreciation. 
 
Operating Revenues and Expenses ‐ Operating revenues are those revenues that are generated directly 
from the primary activity of the Academy. Operating expenses are necessary costs incurred to provide the 
service that is the primary activity of the Academy. All revenues and expenses not meeting this definition 
are reported as non‐operating. 
 

Deferred Inflows and Deferred Outflows of Resources ‐ In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of  resources  represent  a  consumption of  net  position  that  applies  to  a  future period  and will  not  be 
recognized  as  an  outflow  of  resources  (expense/expenditure)  until  then.    For  the  Academy,  deferred 
outflows of resources are reported on the statement of net position for pension and OPEB.  The deferred 
outflows of resources related to pension and OPEB plans are explained in Notes 9 and 10.  
  
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. For the Academy, deferred inflows of resources include 
pension and OPEB. These amounts are deferred and recognized as an inflow of resources in the period 
the amounts become available.   Deferred  inflows of  resources  related to pension and OPEB plans are 
reported on the statement of net position. (See Note 9 and 10)  
 
Pensions/Other Postemployment Benefits  (OPEB) – For purposes of measuring  the net pension/OPEB 
asset/liability,  deferred  outflows  of  resources  and  deferred  inflows  of  resources  related  to 
pensions/OPEB,  and  pension/OPEB  expense,  information  about  the  fiduciary  net  position  of  the 
pension/OPEB plans and additions to/deductions from their fiduciary net position have been determined 
on the same basis as they are reported by the pension/OPEB plan.  For this purpose, benefit payments 
(including refunds of employee contributions) are recognized when due and payable in accordance with 
the benefit terms.  The pension/OPEB plans report investments at fair value. 
 
Estimates  ‐  The preparation of  financial  statements  in  conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from those estimates.  
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NOTE 3 ‐ CASH AND CASH EQUIVALENTS 
 
The Academy classifies deposits by category of risk as defined in GASB Statement No.3 “Deposits with 
Financial  Institutions,  Investments  (including  Repurchase  Agreements)  and  Reverse  Repurchase 
Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk Disclosures”. 
 
The  Academy  maintains  its  cash  balances  at  one  financial  institution,  Huntington  Bank  in  Ohio.  The 
balances are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying 
account.  At  June  30,  2019,  the  book  amount  of  the  Academy’s  deposits was  $350,777  and  the  bank 
balance was $365,452.  $115,452 of the bank balance was uninsured and exposed to custodial credit risk.  
 
The Academy does not have a deposit policy for custodial risk. All bank deposits are collateralized with 
eligible  securities  in amounts equal  to at  least 105% of  the carrying value of  the pools at  the Federal 
Reserve Banks or at member banks of the federal reserve system, in the name of the respective depository 
bank and pledged as a pool of collateral against all of the public deposits or as specific collateral held at 
the Federal Reserve Bank in the name of the Academy.  
 

NOTE 4 ‐ RECEIVABLES 
 
At  June  30,  2019,  the  Academy  had  intergovernmental  receivables  of  $61,398.  These  receivables 
represent  monies  due  from  Federal  programs,  which  were  not  received  as  of  June  30,  2019.  The 
receivables are expected to be collected within one year.  
 

NOTE 5 – CAPITAL ASSETS 
 
The capital asset activity for the fiscal year ended June 30, 2019, was as follows: 

 

 

Balance Balance

06/30/18 Additions Deletions 06/30/19

Capital Assets:

Computers & Software 152,279$        22,787$           ‐$               175,066$         

Furniture & Equipment 177,620          16,352             ‐                 193,972           

Leasehold Improvements 50,301             ‐                    ‐                 50,301             

Total Capital Assets 380,200          39,139             ‐                 419,339           

Less Accumulated Depreciation:

Computers & Software (135,618)         (23,413)           ‐                 (159,031)         

Furniture & Equipment (84,689)           (27,122)           ‐                 (111,811)         

Leasehold Improvements (8,102)             (4,157)              ‐                 (12,259)            

Total Accumulated Depreciation (228,409)         (54,692)           ‐                 (283,101)         

Total Capital Assets, Net 151,791$        (15,553)$         ‐$               136,238$         
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NOTE 6 – LONG‐TERM OBLIGATIONS 
 
The changes in the Academy’s long‐term obligations during fiscal year 2019 were as follows:   

During the fiscal year ended June 30, 2017, the Academy negotiated with its new management company 
Accel Schools to reclassify certain related party accounts payable and long‐term obligations held by the 
former management company, Mosaica Education into a single note in the amount of $300,000. Under 
this  agreement,  Accel  forgave  $1,146,873  worth  of  related  party  accounts  payable  and  long‐term 
obligations. During the current fiscal year, the Academy made early principal payments per a clause in the 
note  that  allows  for  early  principal  repayment.  Principal  payments  in  2019  totaled  $73,093  and  the 
management company forgave an additional $100,000 worth of principal payments. 
 
There are no penalties for prepayment on the note.  In the event of default, the lender, at it’s option may 
increase  the  interest  rate  up  to  5.00  percentage  points  over  the  interest  rate  or  any  lessor  amount 
permitted by  law.    In addition,  the  lender can exercise  the option to make the  loan due  immediately. 
Defaults are defined as late payments, failure to comply with the management agreement, making false 
statements, dissolutions or insolvency, forfeiture proceedings, or school closure. Future obligations under 
the note are as follows: 
 
The following table represents the Academy’s obligations under the note: 
 

 
 
 
 
 
 
 

 
 
 
 
 
 

Balance 

6/30/2018 Additions Reductions

Balance 

6/30/2019

Due within 

One Year

Post Employment Liability:  

Net Pension   3,162,928$       658,454$         ‐$                        3,821,382$           ‐$                 

Net OPEB 575,279             ‐                     (410,970)               164,309                 ‐                    

Total Post Employment Liability 3,738,207         658,454            (410,970)               3,985,691             ‐                    

Direct Borrowing:

Accel Schools ‐ Notes Payable 198,547             ‐                     (173,093)               25,454                   25,454             

Total Long‐Term Obligations 3,936,754$       658,454$           (584,063)$             4,011,145$           25,454$           

 

Year Ending June 30: Principal Interest

2020 25,454$              353$                

Total 25,454$              353$                

Promissory Note

Attachment 26: Audited Financial Statements Page 3907



LORAIN PREPARATORY ACADEMY ‐ LORAIN COUNTY, OHIO 
 

NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2019  
 

20 

 
NOTE 7 – RISK MANAGEMENT 
 
The Academy is exposed to various risks of loss related to torts; theft of, damage to, and destruction of 
assets; errors and omissions; injuries to employees; and natural disasters.  During fiscal year 2019, the 
Academy contracted with the Hartford Casualty Insurance Company.  
 
Settled claims have not exceeded this commercial coverage in the past three years and there have been 
no significant reductions in insurance coverage from the prior year. 

 
General Liability:   
   Each Occurrence  $  1,000,000 
   Aggregate Limit    $  2,000,000 
   
   Products ‐ Completed Operations Aggregate 
   Limit 

$  2,000,000 

   Medical Expense Limit ‐ Any One 
   Person/Occurrence 

$  15,000 

   Damage to Rented Premises ‐ Each Occurrence  $  500,000 
   Personal and Advertising Injury  $  1,000,000 
Automobile Liability:   
   Combined Single Limit  $ 1,000,000 
Building   $ 1,370,000 
Business Personal Property  $ 1,000,000 
Excess/Umbrella Liability:   
   Each Occurrence  $  6,000,000 
   Aggregate Limit  $  6,000,000 

 
 
 
 
 
 
 
 
 
 
 
 
  This space intentionally left blank. 
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NOTE 8 – PURCHASED SERVICES 
 

For the year ended June 30, 2019, purchased service expenses were for the following services: 
 

Purchased Services Amount
Personnel Services 3,070,358$        
Professional Services 838,770            
Property Services 474,713            
Utilities 79,586              
Travel & Meetings 9,400                 
Communications 34,984              
Contractual Trade 310,019            
Pupil Transportation 118,288            

Total 4,936,118$        

 
This amount includes pension/OPEB expense.  Further explained in Notes 9 and 10. 
 

NOTE 9 – DEFINED BENEFIT PENSION PLANS 
 
Net Pension Liability 
 
The net pension liability reported on the statement of net position represents a liability to employees for 
pensions.  Pensions  are  a  component  of  exchange  transactions—between  an  employer  and  its 
employees—of salaries and benefits for employee services.  Pensions are provided to an employee—on a 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for pensions is a present obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long‐
term  variables,  including  estimated  average  life  expectancies,  earnings  on  investments,  cost  of  living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   

 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy  cannot  control  benefit  terms  or  the manner  in which  pensions  are  financed;  however,  the 
Academy  does  receive  the  benefit  of  employees’  services  in  exchange  for  compensation  including 
pension.  
 
GASB 68  assumes  the  liability  is  solely  the obligation of  the  employer,  because  (1)  they benefit  from 
employee services; and (2) State statute requires all funding to come from these employers.   
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
All contributions to date have come solely from these employers (which also includes costs paid in the 
form of withholdings from employees).  State statute requires the pension plans to amortize unfunded 
liabilities within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must 
propose corrective action to the State legislature.  Any resulting legislative change to benefits or funding 
could significantly affect the net pension liability.  Resulting adjustments to the net pension liability would 
be effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net pension liability 
on  the  accrual  basis  of  accounting.    Any  liability  for  the  contractually‐required  pension  contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   

 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Plan  Description  –  Academy  non‐teaching  employees  participate  in  SERS,  a  statewide,  cost‐sharing 
multiple‐employer  defined  benefit  pension  plan  administered  by  SERS.    SERS  provides  retirement, 
disability and survivor benefits  to plan members and beneficiaries.   Authority  to establish and amend 
benefits  is provided by Ohio Revised Code Chapter 3309.   SERS issues a publicly available, stand‐alone 
financial  report  that  includes  financial  statements,  required  supplementary  information  and  detailed 
information about SERS’ fiduciary net position.  That report can be obtained by visiting the SERS website 
at www.ohsers.org under Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 
  

 
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the  Academy  is  required  to  contribute  14  percent  of  annual  covered  payroll.    The  contribution 
requirements  of  plan  members  and  employers  are  established  and  may  be  amended  by  the  SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent for 
employers.    The  Retirement  Board,  acting  with  the  advice  of  the  actuary,  allocates  the  employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B 
Fund, and Health Care Fund).  For the fiscal year ended June 30, 2019, the allocation to pension, death 
benefits, and Medicare B was 13.5 percent.  SERS allocated 0.5 percent of employer contributions to the 
Health Care Fund for fiscal year 2019. 
 
The Academy’s contractually required contribution to SERS was $34,829 for fiscal year 2019.  

Eligible to Retire before Eligible to Retire on or after

August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or

Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Plan Description ‐ State Teachers Retirement System (STRS) ‐ continued 
 
Plan Description – Academy licensed teachers and other faculty members participate in STRS Ohio, a cost‐
sharing multiple‐employer  public  employee  retirement  system  administered  by  STRS.    STRS  provides 
retirement and disability benefits  to members and death and survivor benefits  to beneficiaries.    STRS 
issues  a  stand‐alone  financial  report  that  includes  financial  statements,  required  supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215‐3771, by calling (888) 227‐7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New  members  have  a  choice  of  three  retirement  plans;  a  Defined  Benefit  (DB)  Plan,  a  Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307. 
For the DB Plan, from August 1, 2015–July 1, 2017, any member could retire with reduced benefits who 
had (1) five years of service credit and age 60; (2) 26 years of service credit and age 55; or (3) 30 years of 
service  credit  regardless  of  age.  Effective  August  1,  2017–July  1,  2019,  any member may  retire with 
reduced benefits who has (1) five years of service credit and age 60; (2) 27 years of service credit and age 
55; or (3) 30 years of service credit regardless of age. Eligibility changes will continue to be phased in  
 
through August 1, 2026, when retirement eligibility for unreduced benefits will be five years of service 
credit and age 65, or 35 years of  service credit and at  least age 60. Retirement eligibility  for  reduced 
benefits will be five years of service credit and age 60, or 30 years of service credit regardless of age. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.    The  remaining 4.5 percent of  the 14 percent employer  rate  is  allocated  to  the defined 
benefit unfunded liability.  Effective July 1, 2017, employer contributions of 9.53 percent are placed in the 
investment accounts and the remaining 4.47 percent of the 14 percent employer rate is allocated to the 
defined benefit unfunded  liability. A member  is eligible  to  receive a  retirement benefit at age 50 and 
termination of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum 
withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
In the Combined Plan, member contributions are allocated among investment choices by the member, 
and employer contributions are used to fund a defined benefit payment. A member’s defined benefit is 
determined by multiplying one percent of the member’s final average salary by the member’s years of 
service credit. The defined benefit portion of the Combined Plan payment is payable to a member on or 
after age 60 with five years of service. The DC portion of the account may be taken as a  lump sum or 
converted to a lifetime monthly annuity at age 50 and termination of employment. 
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Plan Description ‐ State Teachers Retirement System (STRS) ‐ continued  
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another  STRS plan.    The optional  annuitization of  a member’s defined  contribution account or  the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of  investment gain or  loss on the account.   STRS has therefore  included all three plan 
options as one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with  five or more years of credited service who  is determined to be 
disabled  may  qualify  for  a  disability  benefit.    Eligible  survivors  of  members  who  die  before  service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance.  
 
Funding  Policy  –  Employer  and  member  contribution  rates  are  established  by  the  State  Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30,  2019,  plan members were  required  to  contribute  14  percent  of  their  annual  covered  salary.  The 
Academy was  required  to  contribute 14 percent;  the entire 14 percent was  the portion used  to  fund 
pension obligations.  The fiscal year 2019 contribution rates were equal to the statutory maximum rates. 

 
The Academy’s contractually required contribution to STRS was $271,356 for fiscal year 2019.   
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
 
The net pension liability was measured as of June 30, 2018, and the total pension liability used to calculate 
the  net  pension  liability  was  determined  by  an  independent  actuarial  valuation  as  of  that  date.  The 
Academy's employer allocation percentage of the net pension liability was based on the employer’s share 
of  employer  contributions  in  the  pension  plan  relative  to  the  total  employer  contributions  of  all 
participating  employers.  Following  is  information  related  to  the  proportionate  share  and  pension 
expense: 
 

 

SERS STRS Total

Proportion of the Net Pension Liability

  Prior Measurement Date 0.00349650% 0.01243525%

Proportion of the Net Pension Liability

  Current Measurement Date 0.00620880% 0.01576238%

Change in Proportionate Share 0.00271230% 0.00332713%

Proportionate Share of the Net Pension

  Liability 355,589               3,465,793            3,821,382            

Pension Expense 101,759               857,370               959,129               
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual  investment earnings, differences between expected and 
actual  actuarial  experience,  changes  in  assumptions  and  changes  in  the Academy’s  proportion of  the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense  over  current  and  future  periods.  The  difference  between  projected  and  actual  investment 
earnings is recognized in pension expense using a straight‐line method over a five‐year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight line method. Employer 
contributions to the pension plan subsequent to the measurement date are also required to be reported 
as a deferred outflow of resources.  
 
At June 30, 2019 the Academy reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  
 

 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 19,501                 80,003                 99,504                 

Changes of assumptions 8,029                   614,203               622,232               

Net difference between projected and

  actual earnings on pension plan investments -                       -                       -                       

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 93,078                 1,262,624            1,355,702            

Academy contributions subsequent to the 

  measurement date 34,829                 271,356               306,185               

Total Deferred Outflows of Resources 155,437               2,228,186            2,383,623            

-                       -                       

Deferred Inflows of Resources

Differences between expected and

  actual experience -                       22,633                 22,633                 

Changes of assumptions -                       -                       -                       

Net difference between projected and

  actual earnings on pension plan investments 9,852                   210,162               220,014               

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 7,930                   -                       7,930                   

Total Deferred Inflows of Resources 17,782                 232,795               250,577               
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
$306,185  reported  as  deferred  outflows  of  resources  related  to  pension  resulting  from  Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2020.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to pension will be recognized in pension expense as follows: 
 
 

 
Actuarial Assumptions ‐ SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67, 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment terminations).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits  for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and  the historical pattern of  sharing benefit  costs between  the employers and plan 
members  to  that point.  The projection of benefits  for  financial  reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long‐term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the  benefits,  if  any,  paid  to  the  employee  after  termination  of  employment  until  the  death  of  the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
 
 

SERS STRS Total

Fiscal Year Ending June 30:

2020 81,750                 828,381                910,131               

2021 35,765                 542,064                577,829               

2022 (11,669)                274,663                262,994               

2023 (3,020)                  78,927                  75,907                 

-                       

-                                             -                       

Total 102,826               1,724,035             1,826,861            
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – SERS – continued  
 
Key  methods  and  assumptions  used  in  calculating  the  total  pension  liability  in  the  latest  actuarial 
valuation, prepared as of June 30, 2018, are presented below: 
 

 
 
For post‐retirement mortality, the table used in evaluating allowances to be paid is the RP‐2014 Blue Collar 
Mortality Table with fully generational projection and Scale BB, with 120 percent of male rates and 110 
percent of female rates used. The RP‐2000 Disabled Mortality Table with 90 percent for male rates and 
100 percent for female rates set back five years is used for the period after disability retirement.  
 
The  long‐term  return  expectation  for  the  Pension  Plan  Investments  has  been  determined  by  using  a 
building‐block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A  forecasted  rate  of  inflation  serves  as  the  baseline  for  the  return  expectation.    Various  real  return 
premiums over  the baseline  inflation  rate have been established  for  each asset  class.    The  long‐term 
expected nominal rate of return has been determined by calculating an arithmetic weighted average of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the expected return from rebalancing uncorrelated asset classes. The asset allocation, as used in the June 
30, 2015 five‐year experience study, is summarized as follows: 
 

 
 
 
 
 
 
 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)
COLA or Ad Hoc COLA 2.50 percent, on and after April 1, 2018, COLA's for future retirees 

will be delayed for three years following commencement

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – SERS – continued  
 
Discount Rate Total pension liability was calculated using the discount rate of 7.50 percent. The projection 
of  cash  flows  used  to  determine  the  discount  rate  assumed  that  employers  would  contribute  the 
actuarially  determined  contribution  rate  of  projected  compensation  over  the  remaining  26‐year 
amortization  period  of  the  unfunded  actuarial  accrued  liability.  Projected  inflows  from  investment 
earnings were calculated using the long‐term assumed investment rate of return (7.50 percent). Based on 
those  assumptions,  the  plan’s  fiduciary  net  position was  projected  to  be  available  to make  all  future 
benefit payments of current plan members. Therefore, the long‐term expected rate of return on pension 
plan investments was applied to all periods of projected benefits to determine the total pension liability.  
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the  following table presents  the Academy’s proportionate share of  the net pension  liability calculated 
using the discount rate of 7.50 percent, as well as what the Academy’s net pension liability would be if it 
were calculated using a discount rate that is one percentage point lower (6.50 percent), or one percentage 
point higher (8.50 percent) than the current rate. 
 

  
 
Actuarial Assumptions ‐ STRS 
 
The  total  pension  liability  in  the  July  1,  2018  actuarial  valuation was  determined  using  the  following 
actuarial assumptions, applied to all periods included in the measurement:  
 

 
 
Post‐retirement mortality rates are based on RP‐2014 Annuitant Mortality Table with 50 percent of rates 
through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 and 
84, and 100 percent of rates thereafter, projected forward generationally using mortality improvement 
scale MP‐2016; pre‐retirement mortality rates are based on RP‐2014 Employee Mortality Table, projected 
forward generationally using mortality improvement scale MP‐2016. 
 
The actuarial assumptions used in the July 1, 2018 valuation, were adopted by the board from the results 
of an actuarial experience study for July 1, 2011, through June 30, 2016. 

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

Academy's proportionate share

  of the net pension liability $500,875 $355,589 $233,778

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Projected Payroll Growth 3.00 percent
Cost-of-Living Adjustments 0.00 percent
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NOTE 9 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – STRS – continued  
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.  Over  a  30‐year  period,  STRS’  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2018. The projection of cash flows used to determine the discount rate assumes that employer and 
member contributions will be made at statutory contribution rates of 14 percent each. For this purpose, 
only  employer  contributions  that  are  intended  to  fund  benefits  of  current  plan  members  and  their 
beneficiaries are included. Based on those assumptions, STRS’ fiduciary net position was projected to be 
available to make all projected future benefit payments to current plan members as of June 30, 2018. 
Therefore, the long‐term expected rate of return on pension plan investments of 7.45 percent was applied 
to all periods of projected benefit payments to determine the total pension liability as of June 30, 2018. 
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the Academy's proportionate share of the net pension liability as of 
June 30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as 
what the Academy's proportionate share of the net pension liability would be if it were calculated using a 
discount  rate  that  is  one‐percentage‐point  lower  (6.45 percent)  or  one‐percentage‐point  higher  (8.45 
percent) than the current assumption:  

  
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share

  of the net pension liability $5,061,335 $3,465,793 $2,115,384
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS 
 
Net OPEB Asset/Liability 

 
The net OPEB asset/liability reported on the statement of net position represents an asset or liability to 
employees  for  OPEB.  OPEB  is  a  component  of  exchange  transactions‐–between  an  employer  and  its 
employees—of salaries and benefits for employee services.   OPEB are provided to an employee—on a 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services  each  financial  period.    The  obligation  to  sacrifice  resources  for  OPEB  is  a  present  obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net OPEB asset/liability represents the Academy’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB asset/liability calculation is dependent on critical long‐
term  variables,  including  estimated  average  life  expectancies,  earnings  on  investments,  cost  of  living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting these estimates annually.   
 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which OPEB are financed; however, the Academy 
does receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the asset/liability is solely that of the employer, because they benefit from employee 
services.   OPEB contributions come from these employers and health care plan enrollees, which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio Revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
to benefits or funding could significantly affect the net OPEB asset/liability. Resulting adjustments to the 
net OPEB asset/liability would be  effective when  the  changes  are  legally  enforceable.  The  retirement 
systems may allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net OPEB asset/ 
liability on the accrual basis of accounting.  Any liability for the contractually‐required OPEB contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   

 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Health Care Plan Description ‐ The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non‐certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a 
cost‐sharing  other  postemployment  benefit  (OPEB)  plan.    SERS’ Health Care  Plan provides  healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the  death  of  a  member  or  retiree,  are  eligible  for  SERS’  health  care  coverage.  Most  retirees  and 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self‐insured preferred provider 
organization for its non‐Medicare retiree population. For both groups, SERS offers a self‐insured  
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Plan Description ‐ School Employees Retirement System (SERS) – continued  
 
prescription drug program. Health care  is a benefit  that  is permitted, not mandated, by  statute.    The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the 
plan selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding  Policy  ‐  State  statute  permits  SERS  to  fund  the  health  care  benefits  through  employer 
contributions.    Each  year,  after  the  allocation  for  statutorily  required  pensions  and  benefits,  the 
Retirement Board may allocate  the  remainder of  the employer  contribution of 14 percent of  covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2019, 0.5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro‐rated if 
less than a full year of service credit was earned. For fiscal year 2019, this amount was $21,600. Statutes 
provide that no employer shall pay a health care surcharge greater than 2.0 percent of that employer’s 
SERS‐covered payroll; nor may SERS collect  in aggregate more than 1.5 percent of  the  total statewide 
SERS‐covered  payroll  for  the  health  care  surcharge.    For  fiscal  year  2019,  the  Academy’s  surcharge 
obligation was $1,411.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The Academy’s contractually required contribution to SERS was 
$2,701 for fiscal year 2019.     
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost‐sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part 
B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the 
report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227‐7877. 
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Funding  Policy  –  Ohio  Revised  Code  Chapter  3307  authorizes  STRS  to  offer  the  Plan  and  gives  the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed 
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees,  for  the most  recent  year,  pay  a  portion  of  the  health  care  costs  in  the  form of  a monthly 
premium.  Under Ohio law, funding for post‐employment health care may be deducted from employer 
contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2019, STRS did 
not allocate any employer contributions to post‐employment health care.   
 
OPEB Assets/Liabilities, OPEB Expense, and Deferred Outflows/Inflows of Resources Related to OPEB  
 
The net OPEB asset/liability was measured as of June 30, 2018, and the total OPEB asset/liability used to 
calculate  the  net  OPEB  asset/liability  was  determined  by  an  actuarial  valuation  as  of  that  date.  The 
Academy's proportion of the net OPEB asset/liability was based on the Academy's share of contributions 
to the respective retirement systems relative to the contributions of all participating entities.  Following 
is information related to the proportionate share and OPEB expense: 
 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

SERS STRS Total

Proportion of the Net OPEB Liability

  Prior Measurement Date 0.00335730% 0.01243525%

Proportion of the Net OPEB Liability/asset

  Current Measurement Date 0.00592260% 0.01576238%

Change in Proportionate Share 0.00256530% 0.00332713%

Proportionate Share of the Net OPEB

  Liability/(asset) 164,309               (253,285)              (88,976)                

OPEB Expense 17,142                 (512,604)              (495,462)              
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
At June 30, 2019, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  

 
 
$2,701 reported as deferred outflows of resources related to OPEB resulting from Academy contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending June 30, 2020.   
 
 
 
 
 
 
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 2,682$                 29,584$               32,266$               

Changes of assumptions -                       -                       -                       

Net difference between projected and

  actual earnings on OPEB plan investments -                       -                       -                       

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 62,779                 203,595               266,374               

Academy contributions subsequent to the 

  measurement date 2,701                   -                       2,701                   

Total Deferred Outflows of Resources 68,162$               233,179$             301,341$             

-                       -                       

Deferred Inflows of Resources

Differences between expected and

  actual experience -$                     14,757$               14,757$               

Changes of assumptions 14,761                 345,120               359,881               

Net difference between projected and

  actual earnings on OPEB plan investments 247                      28,935                 29,182                 

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 717                      -                       717                      

Total Deferred Inflows of Resources 15,725$               388,812$             404,537$             
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Other amounts reported as deferred outflows of resources and deferred inflows of resources related to 
OPEB will be recognized in OPEB expense as follows:  

 
 
Actuarial Assumptions ‐ SERS 
 
The  total  OPEB  liability  was  determined  by  an  actuarial  valuation  as  of  June  30,  2018.  The  actuarial 
assumptions used in the valuation are based on results from the most recent actuarial experience study, 
which covered the five‐year period ending June 30, 2015. The experience study report is dated April 2016. 
The total OPEB liability used the following assumptions and other inputs: 
 

 
 
Mortality rates were based on the RP‐2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of  female rates. RP‐2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The long‐term expected rate of return on plan factors are considered in evaluating the long‐term rate of 
return assumption including long‐term historical data, estimates inherent in current market data, and a  
 
 

SERS STRS Total

Fiscal Year Ending June 30:

2020 5,188                          (27,551)                       (22,363)                       

2021 6,599                          (27,551)                       (20,952)                       

2022 11,061                        (27,549)                       (16,488)                       

2023 11,166                        (20,980)                       (9,814)                         

2024 11,149                        (18,669)                       (7,520)                         

Thereafter 4,573                          (33,333)                       (28,760)                       

Total 49,736                        (155,633)                     (105,897)                     

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Municipal Bond Index Rate

Measurement Date 3.62 percent
Prior Measurement Date 3.56 percent

Single Equivalent Interest Rate
Measurement Date 3.70 percent, net of plan investment expense, including price inflation
Prior Measurement Date 3.63 percent, net of plan investment expense, including price inflation

Health Care Cost Trend Rate
Medicare 5.375 percent - 4.75 percent
Pre-Medicare 7.25 percent - 4.75 percent
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – SERS – continued  
 
long‐normal distribution analysis  in which best‐estimate ranges of expected future real rates of return 
were developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long‐term expected rate of return, 7.50 percent, by weighting the expected future real rates 
of return by the target asset allocation percentage and then adding expected inflation. The capital market 
assumptions developed by the investment consultant are intended for use over a 10‐year horizon and 
may not be useful in setting the long‐term rate of return for funding pension plans which covers a longer 
timeframe.  The assumption  is  intended  to be  a  long‐term assumption and  is  not  expected  to  change 
absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental 
change in the market that alters expected returns in future years. 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 
as used in the June 30, 2015 five‐year experience study, are summarized as follows: 
 

 
 

Discount  Rate  The  discount  rate  used  to measure  the  total  OPEB  liability  at  June  30,  2018 was  3.70 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2018 was 3.63 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be made 
from members and the System at the contribution rate of 2.00 percent of projected covered payroll each 
year, which includes a 1.50 percent payroll surcharge and 0.50 percent of contributions from the basic 
benefits  plan.  Based  on  these  assumptions,  the  OPEB  plan’s  fiduciary  net  position  was  projected  to 
become  insufficient  to  make  future  benefit  payments  during  the  fiscal  year  ending  June  30,  2026. 
Therefore,  the  long‐term expected  rate of  return on OPEB plan assets was used  to present  value  the 
projected  benefit  payments  through  the  fiscal  year  ending  June  30,  2025  and  the  Fidelity  General 
Obligation 20‐year Municipal Bond Index rate of 3.62 percent, as of June 30, 2018 (i.e., municipal bond 
rate), was used to present value the projected benefit payments for the remaining years in the projection. 
The total present value of projected benefit payments  from all  years was then used to determine the 
single rate of return that was used as the discount rate. The projection of future benefit payments for all 
current plan members was until the benefit payments ran out. 
 
 
 

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – SERS – continued  
 
Sensitivity of the Academy's Proportionate Share of the Net OPEB Liability to Changes in the Discount 
Rate and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in 
the discount rate and the health care cost trend rate. The following table presents the net OPEB liability 
and what the net OPEB liability would be if it were calculated using a discount rate that is one percentage 
point lower (2.70 percent) and higher (4.70 percent) than the current discount rate (3.70 percent). Also 
shown is what the net OPEB liability would be based on health care cost trend rates that are one percent 
lower (6.25 percent decreasing to 3.75 percent) and one percent higher (8.25 percent decreasing to 5.75 
percent) than the current rate. 

 

   
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2018, actuarial valuation are presented below:   

 

 
 

Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 
For  healthy  retirees  the mortality  rates  are  based  on  the  RP‐2014 Annuitant Mortality  Table with  50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between 
ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality 
improvement scale MP‐2016. For disabled retirees, mortality rates are based on the RP‐2014 Disabled 
Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected forward 
generationally using mortality improvement scale MP‐2016. 

Current

1% Decrease Discount Rate 1% Increase

(2.70%) (3.70%) (4.70%)

Academy's proportionate share

  of the net OPEB liability $199,376 $164,309 $136,542

Current

1% Decrease Trend Rate 1% Increase

(6.25 % decreasing (7.25 % decreasing (8.25 % decreasing

to 3.75%) to 4.75%) to 5.75%)

Academy's proportionate share

  of the net OPEB liability $132,567 $164,309 $206,341

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Health Care Cost Trend Rates -5.23 percent to 9.62 percent, initial, 4.00 percent ultimate
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – STRS – continued  
 
Actuarial  assumptions  used  in  the  June  30,  2018,  valuation  are  based  on  the  results  of  an  actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.    Over  a  30‐year  period,  STRS'  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total OPEB asset/liability was 7.45 percent as of 
June 30, 2018. The projection of cash flows used to determine the discount rate assumed STRS continues 
to allocate no employer contributions to the health care fund. Based on those assumptions, the OPEB 
plan’s fiduciary net position was projected to be available to make all projected future benefit payments 
to current plan members as of June 30, 2018. Therefore, the long‐term expected rate of return on health 
care  plan  investments  of  7.45  percent  was  applied  to  all  periods  of  projected  benefit  payments  to 
determine the total OPEB liability as of June 30, 2018.  
 
Sensitivity  of  the Academy’s  Proportionate  Share of  the Net OPEB Asset/Liability  to  Changes  in  the 
Discount and Health Care Cost Trend Rate The following table represents the net OPEB asset/liability as 
of June 30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as 
what the net OPEB asset/liability would be if it were calculated using a discount rate that is one percentage 
point lower (6.45 percent) or one percentage point higher (8.45 percent) than the current assumption. 
Also shown is the net OPEB liability as of June 30, 2018, calculated using health care cost trend rates that 
are one percentage point lower or one percentage point higher than the current health care cost trend 
rates. 
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – STRS – continued  

 
 

   
 
 

NOTE 11 ‐ CONTINGENCIES 
 
Grants ‐The Academy received financial assistance from federal and state agencies in the form of grants. 
The disbursement of funds received under these programs generally requires compliance with terms and 
conditions  specified  in  the  grant  agreements  and  are  subject  to  audit  by  the  grantor  agencies.  Any 
disallowed claims resulting from such audits could become a liability of the Academy. However,  in the 
opinion of management, any such disallowed claims will not have a material adverse effect on the overall 
financial position of the Academy at June 30, 2019. 
 
Litigation ‐ There are currently no matters in litigation with the Academy as defendant. 
 

Full‐time Equivalency ‐ Academy foundation funding is based on the annualized full‐time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for  Foundation  funding  purposes.   Community  schools  must  provide  documentation  that  clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  

 

Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation  funding  due  to  a  lack  of  evidence  to  support  student  participation  and  other matters  of 
noncompliance. ODE did not perform such a review on the Academy for fiscal year 2019.  
 

 
 
 
 
 
 
 

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share

  of the net OPEB asset $217,089 $253,285 $283,706

Current

1% Decrease Trend Rate 1% Increase

Academy's proportionate share

  of the net OPEB asset $281,989 $253,285 $224,134
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NOTE 11 – CONTINGENCIES (continued) 

 
As of the date of this report, all ODE adjustments have been completed. 

 
In addition, the School’s contracts with their Sponsor and Management Company require payment 
based on revenues received from the State.  As discussed above, all ODE adjustments through fiscal year 
2019 have been completed.  A reconciliation between payments previously made and the FTE 
adjustments has taken place with these contracts.  

 
NOTE 12 – BUILDING LEASES 

 
In November 2015, the Academy entered into a lease for facilities from Leavitt Road Properties LLC., for 
an initial term of 15 years. In 2018, the lease was revised by the landlord to let a portion of the building 
and the lease had an annual base rate of $210,500 annually for the first three years.  In March 2019, the 
lease was revised again to reflect new rent amounts.  Future payment obligations under the lease are as 
follows: 
 

Fiscal Year Ending June 30 Amount

2020 360,000$      

2021 360,000         

2022 370,800         

2023 392,400         

2024 392,400         

2025‐2029 2,130,948     

2030‐2034 2,456,856     

Total minimum lease payments 6,463,404$   

 
In December 2018, the Academy also entered into a lease for music room space with Beyth hak‐Kerem 
Trust No. 1 for one year. The monthly rent for the additional space was $1,200.  
 
The total rent expense paid in 2019 for both leases was $275,600. 

 
NOTE 13 ‐ SPONSOR 
 
The Academy was approved for operation under a contract with St. Aloysius Orphanage (the Sponsor) for 
a period of  five academic years commencing July 1, 2005. Subsequent to June 2010, the contract was 
extended for two five‐year terms through June 30, 2020. As part of this contract, the Sponsor is entitled 
to 3% of the total state foundation funds. Total amount due and paid for fiscal year 2019 was $129,919. 
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NOTE 14 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES 
 
The Academy entered  into an agreement with Accel Schools,  a management company,  to provide  legal, 
financial, and other management support services for fiscal year 2019. The agreement was for a period of 
five years beginning July 1, 2017. Management fees are calculated as 12.5% of the Academy’s State Revenue, 
plus $20,000 for managing Federal Funds. The total amount due from the Academy for the fiscal year ending 
June 30, 2019 was $561,765 and  is  included under  “Purchased Services” on  the Statement of Revenues, 
Expenses and Changes in Net Position. 
 
Also, per the management agreement there are expenses that will be billed to the Academy based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of Accel employees working in 
at the Academy and other costs related to providing education and administrative services. The total amount 
billed to the Academy inclusive of management fees during fiscal year 2019 was $2,440,459. 
 
The following table represents a summary of the management company expenses during fiscal year 2019: 

 

 
 

Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro‐rated based on full 
time equivalent (FTE) head count as of June 30, 2019 by each school it manages. 

 
NOTE 15 ‐ IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES  
 
For the fiscal year ended June 30, 2019, the Academy has implemented Governmental Accounting Standards 
Board (GASB) Statement No. 83, Certain Asset Retirement Obligations and GASB Statement No. 88, Certain 
Disclosures Related to Debt, including Direct Borrowings and Direct Placements. 
 
GASB Statement No. 83 establishes criteria for determining the timing and pattern of recognition of a liability 
and a corresponding deferred outflow of resources for asset retirement obligations. The implementation of 
GASB Statement No. 83 did not have an effect on the financial statements of the Academy. 
 
GASB Statement No. 88 establishes additional financial statement note disclosure requirements related to 
debt obligations of governments,  including direct borrowings and direct placements. These changes were 
incorporated in the School’s fiscal year 2019 financial statements; however, there was no effect on beginning 
net position. 

 Lorain Preparatory Academy 

 Regular Instruction
(1100 Function Codes) 

 Special Instruction
(1200 Function Codes) 

 Support Services
(2000 Function Codes) 

 Total 

                                1,100                                 1,200                                 2,000 
Direct Expenses: 
Salaries & Wages (100 Object Codes) 1,601,858                        207,916                           409,983                           2,219,757          
Employees’ Benefits (200 Object Codes) 266,396                           62,806                             62,484                             391,687             
Professional & Technical Services (410 Object Codes) 22,548                             22,548               
Supplies (510 Object Codes) 31,011                             1,099                               9,053                               41,163               
Other Direct Costs (All Other Object Codes) 19,037                             19,037               
Total Direct Expenses 1,918,302                        271,821                           504,069                           2,694,192          
  
Indirect Expenses:  
Overhead 444,193                           444,193             
  
Total Expenses 1,918,302                        271,821                           948,262                           3,138,385          
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See accompanying notes to the required supplementary information 

2019 2018 2017 2016 2015 2014
Academy's Proportion of the Net Pension

Liability 0.0062088% 0.0034965% 0.0036105% 0.0039744% 0.002325% 0.002325%

Academy's Proportionate Share of the Net
Pension Liability 355,589$        208,908$        264,255$        226,783$        117,667$        138,260$        

Academy's Covered Payroll 210,711$        106,329$        116,400$        119,643$        68,232$          39,646$          

Academy's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 168.76% 196.47% 227.02% 189.55% 172.45% 348.74%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 71.36% 69.50% 62.98% 69.16% 71.70% 65.52%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net Pension Liability

School Employees Retirement System of Ohio
Last Six Fiscal Years (1)
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       See accompanying notes to the required supplementary information 

2019 2018 2017 2016 2015 2014
Academy's Proportion of the Net Pension

Liability 0.01576238% 0.01243525% 0.01020928% 0.00852806% 0.00522397% 0.00522397%

Academy's Proportionate Share of the Net
Pension Liability 3,465,793$        2,954,020$        3,417,354$        2,356,906$        1,270,650$        1,513,590$        

Academy's Covered Payroll 1,791,914$        1,367,107$        1,010,450$        889,757$          574,800$          470,431$          

Academy's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 193.41% 216.08% 338.20% 264.89% 221.06% 321.75%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 77.31% 75.29% 66.80% 72.10% 74.70% 69.30%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net Pension Liability

State Teachers Retirement System of Ohio
Last Six Fiscal Years (1)
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2019 2018 2017 2016 2015 2014 2013 2012 2011 2010

Contractually Required Contribution 34,829$          28,446$          14,886$          16,296$          15,769$          9,457$            5,487$            5,494$            4,921$            5,503$            

Contributions in Relation to the 
Contractually Required Contribution (34,829)           (28,446)           (14,886)           (16,296)           (15,769)           (9,457)            (5,487)            (5,494)            (4,921)            (5,503)            

Contribution Deficiency (Excess) -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 

Academy Covered Payroll 257,993$        210,711$        106,329$        116,400$        119,643$        68,232$          39,646$          40,848$          39,149$          40,643$          

Contributions as a Percentage of
Covered Payroll 13.50% 13.50% 14.00% 14.00% 13.18% 13.86% 13.84% 13.45% 12.57% 13.54%

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - Pension
School Employees Retirement System of Ohio

Last Ten Fiscal Years 
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2019 2018 2017 2016 2015 2014 2013 2012 2011 2010

Contractually Required Contribution 271,356$          250,868$          191,395$          141,463$          124,566$          74,724$            61,156$            66,340$            65,820$            72,837$            

Contributions in Relation to the 
Contractually Required Contribution (271,356)           (250,868)           (191,395)           (141,463)           (124,566)           (74,724)            (61,156)             (66,340)            (65,820)            (72,837)            

Contribution Deficiency (Excess) -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 

Academy Covered Payroll 1,938,257$        1,791,914$        1,367,107$        1,010,450$        889,757$          574,800$          470,431$          510,308$          506,308$          560,285$          

Contributions as a Percentage of
Covered Payroll 14.00% 14.00% 14.00% 14.00% 14.00% 13.00% 13.00% 13.00% 13.00% 13.00%

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - Pension

State Teachers Retirement System of Ohio
Last Ten Fiscal Years 
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See accompanying notes to the required supplementary information 

2019 2018 2017
Academy's Proportion of the Net OPEB

Liability 0.0059226% 0.0033573% 0.0034111%

Academy's Proportionate Share of the Net
OPEB Liability 164,309$        90,101$          97,228$          

Academy's Covered Payroll 210,711$        106,329$        116,400$        

Academy's Proportionate Share of the Net
OPEB Liability as a Percentage
of its Covered Payroll 77.98% 84.74% 83.53%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability 13.57% 12.46% 11.49%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net OPEB Liability

School Employees Retirement System of Ohio
Last Three Fiscal Years (1)
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See accompanying notes to the required supplementary information 

2019 2018 2017
Academy's Proportion of the Net OPEB

Liability/Asset 0.01576238% 0.01243525% 0.01020928%

Academy's Proportionate Share of the Net
OPEB Liability/(Assets) (253,285)$         485,178$          545,995$          

Academy's Covered Payroll 1,791,914$        1,367,107$        1,010,450$        

Academy's Proportionate Share of the Net
OPEB Liability/Asset as a Percentage
of its Covered Payroll -14.13% 35.49% 54.03%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability/Asset 176.00% 47.11% 37.30%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net OPEB Asset/Liability

State Teachers Retirement System of Ohio
Last Three Fiscal Years (1)
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2019 2018 2017 2016 2015 2014 2013 2012 2011 2010

Contractually Required Contribution (1) 2,701$            2,583$            2,183$            663$              981$          513$              310$              238$              596$              215$              

Contributions in Relation to the 
Contractually Required Contribution (2,701)            (2,583)            (2,183)            (663)               (981)          (513)               (310)               (238)               (596)               (215)               

Contribution Deficiency (Excess) -                 -                 -                 -                 -            -                 -                 -                 -                 -                 

Academy Covered Payroll 257,993$        210,711$        106,329$        116,400$        119,649$    68,232$          39,645$          40,847$          39,148$          40,642$          

OPEB Contributions as a Percentage of
Covered Payroll (1) 1.05% 1.23% 2.05% 0.57% 0.82% 0.75% 0.78% 0.58% 1.52% 0.53%

(1) Includes Surcharge

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - OPEB

School Employees Retirement System of Ohio
Last Ten Fiscal Years 
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2019 2018 2017 2016 2015 2014 2013 2012 2011 2010

Contractually Required Contribution -$                     -$                     -$                 -$                 -$                 5,748$              4,704$              5,103$              5,063$              5,603$              

Contributions in Relation to the 
Contractually Required Contribution -                      -                      -                  -                  -                  (5,748)              (4,704)              (5,103)              (5,063)              (5,603)              

Contribution Deficiency (Excess) -$                     -$                     -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 

Academy Covered Payroll 1,938,257$            1,791,914$            1,367,107$        1,010,450$        889,757$          574,800$          470,431$          510,308$          506,308$          560,285$          

Contributions as a Percentage of
Covered Payroll 0.00% 0.00% 0.00% 0.00% 0.00% 1.00% 1.00% 1.00% 1.00% 1.00%

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - OPEB
State Teachers Retirement System of Ohio

Last Ten Fiscal Years 
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NOTE 1 ‐ NET PENSION LIABILITY 
 
Changes in Assumptions ‐ SERS 

 

For fiscal year 2017, the SERS Board adopted the following assumption changes: 

 Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent 

 Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent 

 Assumed real wage growth was reduced from 0.75 percent to 0.50 percent 

 Rates of withdrawal, retirement and disability were updated to reflect recent experience. 

 Mortality among active members was updated to RP‐2014 Blue Collar Mortality Table with fully 

generational projection and a five‐year age set‐back for both males and females. 

 Mortality among service retired members, and beneficiaries was updated to RP‐2014 Blue Collar 

Mortality Table with fully generational projection with Scale BB, 120 percent of male rates, and 

110 percent of female rates. 

 Mortality among disabled members was updated to RP‐2000 Disabled Mortality Table, 90 

percent for male rates and 100 percent for female rates, set back five years is used for the 

period after disability retirement.   

 

Changes in Benefit Terms ‐ SERS 

For fiscal year 2018, the cost‐of‐living adjustment was changed from a fixed 3.00 percent to a cost‐of‐
living adjustment  that  is  indexed  to CPI‐W not greater  than 2.50 percent with a  floor of  zero percent 
beginning January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has 
enacted a three‐year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the Retirement Board approved several changes to the actuarial assumptions in 2017. 
The  long  term  expected  rate  of  return was  reduced  from  7.75  percent  to  7.45  percent,  the  inflation 
assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered 
to 3.00 percent, and total salary increases rate was lowered by decreasing the merit component of the 
individual salary increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy 
and  disabled mortality  assumptions were  updated  to  the  RP‐2014 mortality  tables with  generational 
improvement  scale MP‐2016. Rates of  retirement,  termination and disability were modified  to better 
reflect anticipated future experience. 
 

Changes in Benefit Terms ‐ STRS 

 

For fiscal year 2018, the cost‐of‐living adjustment (COLA) was reduced to zero.  
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NOTE 2 ‐ NET OPEB LIABILITY 
 
Changes in Assumptions – SERS 
 
Amounts  reported  for  fiscal  year  2019  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 3.56 percent to 3.62 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation, 
increased from 3.63 percent to 3.70 percent. The health care cost trend assumptions changed as follows:  
 
Pre‐Medicare 
   Fiscal year 2018   7.50 percent initially, decreasing to 4.00 percent 

Fiscal year 2019 7.25 percent initially, decreasing to 4.75 percent 
Medicare 
  Fiscal year 2018   5.50 percent initially, decreasing to 5.00 percent 

Fiscal year 2019 5.375 percent initially, decreasing to 4.75 percent 
 

Amounts  reported  for  fiscal  year  2018  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 2.92 percent to 3.56 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation, 
increased from 2.98 percent to 3.63 percent. 
 
Changes in Benefit Terms ‐ SERS 

There have been no changes to the benefit provisions. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2019, the discount rate was increased from the blended rate of 4.13 percent to the long‐
term expected rate of return of 7.45 percent. Valuation year per capita health care costs were updated. 
Health care cost trend rates ranged from 6.00 percent to 11 percent initially and a 4.50 percent ultimate 
rate for fiscal year 2018 and changed for fiscal year 2019 to a range of  ‐5.20 percent to 9.60 percent, 
initially and a 4.00 ultimate rate. 
 
For fiscal year 2018, the blended discount rate was increased from 3.26 percent to 4.13 percent. Valuation 
year per capita health care costs were updated, and the salary scale was modified. The percentage of 
future retirees electing each option was updated based on current data and the percentage of  future 
disabled  retirees  and  terminated  vested  participants  electing  health  coverage  were  decreased.  The 
assumed  mortality,  disability,  retirement,  withdrawal  and  future  health  care  cost  trend  rates  were 
modified along with the portion of rebated prescription drug costs. 
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NOTE 2 ‐ NET OPEB LIABILITY (Continued) 
 
Changes in Benefit Terms – STRS 
 
For fiscal year 2019, the subsidy multiplier for non‐Medicare benefit recipients was increased from 1.9 
percent to 1.944 percent per year of service effective January 1, 2019. The non‐Medicare frozen subsidy 
base  premium  was  increased  effective  January  1,  2019  and  all  remaining Medicare  Part  B  premium 
reimbursements will be discontinued beginning January 1, 2020. 
 
 
 
For  fiscal  year 2018,  the  subsidy multiplier  for non‐Medicare benefit  recipients was  reduced  from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. This was subsequently extended, see above paragraph.  
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December 22, 2019 
 
To the Board of Directors 
Lorain Preparatory Academy 
Lorain County, Ohio 
4125 Leavitt Road 
Lorain, Ohio 44053 

 
 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the Lorain Preparatory Academy, Lorain 
County, Ohio (the “Academy”) as of and for the year ended June 30, 2019, and the related notes to the financial 
statements, which collectively comprise the Academy’s basic financial statements, and have issued our report 
thereon dated December 22, 2019. 
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the Academy's internal control 
over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of the Academy’s internal control. Accordingly, we do not express an 
opinion on the effectiveness of the Academy’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance.  
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified. 
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Lorain Preparatory Academy  
Independent Auditor’s Report on Internal Control over Financial Reporting  
   and on Compliance and Other Matters Based on an Audit of  
   Financial Statements Performed in Accordance with  

Government Auditing Standards 

Page 2 of 2 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Academy's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of 
our tests disclosed no instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 

 
 
 
 

 
Cambridge, Ohio 
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December 22, 2019 
 
To the Board of Directors 
Lorain Preparatory Academy 
Lorain County, Ohio 
4125 Leavitt Road 
Lorain, Ohio 44053 

 
Independent Auditor’s Report on Compliance for Each Major Federal  

Program and Report on Internal Control over Compliance  
Required by the Uniform Guidance 

 
Report on Compliance for Each Major Federal Program 
 
We have audited the Lorain Preparatory Academy’s, Lorain County, Ohio (the “Academy”) compliance 
with the types of compliance requirements described in the OMB Compliance Supplement that could have 
a direct and material effect on each of the Academy’s major federal programs for the year ended June 30, 
2019. The Academy’s major federal programs are identified in the summary of auditor’s results section of 
the accompanying schedule of findings and questioned costs. 
 
Management’s Responsibility 
 
Management is responsible for compliance with federal statutes, regulations, and the terms and conditions 
of its federal awards applicable to its federal programs. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on compliance for each of the Academy’s major federal 
programs based on our audit of the types of compliance requirements referred to above. We conducted 
our audit of compliance in accordance with auditing standards generally accepted in the United States of 
America; the standards applicable to financial audits contained in Government Auditing Standards, issued 
by the Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of 
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit 
Requirements for Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance 
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance 
with the types of compliance requirements referred to above that could have a direct and material effect 
on a major federal program occurred. An audit includes examining, on a test basis, evidence about the 
Academy’s compliance with those requirements and performing such other procedures as we considered 
necessary in the circumstances. 
 
We believe that our audit provides a reasonable basis for our opinion on compliance for each major 
federal program. However, our audit does not provide a legal determination of the Academy’s 
compliance. 
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Lorain Preparatory Academy 
Independent Auditor’s Report on Compliance for Each Major Federal Program and 

Report on Internal Control over Required by the Uniform Guidance 
Page 2 of 2 
 
Opinion on Each Major Federal Program 
 
In our opinion, the Academy complied, in all material respects, with the types of compliance requirements 
referred to above that could have a direct and material effect on each of its major federal programs for the 
year ended June 30, 2019. 
 
Report on Internal Control over Compliance 
 
Management of the Academy is responsible for establishing and maintaining effective internal control 
over compliance with the types of compliance requirements referred to above. In planning and performing 
our audit of compliance, we considered the Academy’s internal control over compliance with the types of 
requirements that could have a direct and material effect on each major federal program to determine the 
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on 
compliance for each major federal program and to test and report on internal control over compliance in 
accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on the 
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the 
effectiveness of the Academy’s internal control over compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a 
federal program on a timely basis. A material weakness in internal control over compliance is a 
deficiency, or combination of deficiencies, in internal control over compliance, such that there is a 
reasonable possibility that material noncompliance with a type of compliance requirement of a federal 
program will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in 
internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over 
compliance with a type of compliance requirement of a federal program that is less severe than a material 
weakness in internal control over compliance, yet important enough to merit attention by those charged 
with governance. 
 
Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over 
compliance that might be material weaknesses or significant deficiencies. We did not identify any 
deficiencies in internal control over compliance that we consider to be material weaknesses. However, 
material weaknesses may exist that have not been identified. 
 
The purpose of this report on internal control over compliance is solely to describe the scope of our 
testing of internal control over compliance and the results of that testing based on the requirements of the 
Uniform Guidance. Accordingly, this report is not suitable for any other purpose. 
 

 
 
 

Cambridge, Ohio 
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CFDA # Grant Year Expenses
Total Provided to 

Subrecipients

U. S. Department of Education

Passed Through Ohio Department of Education:

Title I 84.010 2019 293,237$              -$                       

Special Education Cluster:
IDEA Part B 84.027 2019 93,783                   -                         

Total Special Education Cluster 93,783                   -                         

Title IV-A Student Support and Academic Enrichment Grant 84.424A 2019 15,202                   

Title II-A Improving Teacher Quality 84.367 2019 46,560                   -                         

Total U.S. Department of Education 448,782                 -                         

U. S. Department of Agriculture

Passed Through the Ohio Department of Education:

Child Nutrition Cluster:
Cash Assistance:

School Breakfast Program 10.553 2019 121,813                 -                         
National School Lunch Program 10.555 2019 227,405                 -                         
Total Child Nutrition Cluster 349,218                 -                         

Total U.S. Department of Agriculture 349,218                 -                         

TOTAL FEDERAL FINANCIAL ASSISTANCE 798,000$              -$                       

LORAIN PREPARATORY ACADEMY
LORAIN COUNTY, OHIO

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2019

Federal Grantor/ Pass-Through Grantor/ Program Title

The accompanying notes are an integral part of this schedule.
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NOTE A - BASIS OF PRESENTATION

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

NOTE C - TRANSFERS

CFDA Number / Grant Title Grant Year Transfer Out Transfer In
84.010 Title I 2018 49,258$                 
84.010 Title I 2019 49,258$                 
84.424A Title IV-A Student Support and Academic 2018 100                        
84.424A Title IV-A Student Support and Academic 2019 100                        

49,358$                 49,358$                 

NOTE D - CHILD NUTRITION CLUSTER

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures are recognized following the cost principles
contained in the Uniform Guidance, wherein certain types of expenditures may or may not be allowable or may be limited as to reimbursement. The
Academy has elected not to use the 10-percent de minimus indirect cost rate as allowed under the Uniform Guidance.

The Academy generally must spend Federal assistance within 15 months of receipt. However, with Ohio Department of Education (ODE) approval,
an Academy can transfer (carryover) unspent Federal assistance to the succeeding year, thus allowing the Academy a total of 27 months to spend the
assistance. During fiscal year 2019, the ODE authorized the following transfers:

The Academy commingles cash receipts from the U.S. Department of Agriculture with similar State Grants. When reporting expenditures on this
Schedule, the Academy assumes it expends federal monies first. 

LORAIN PREPARATORY ACADEMY
LORAIN COUNTY, OHIO

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
2 CFR 200.510(B)(6)

FOR THE FISCAL YEAR ENDED JUNE 30, 2019

The accompanying Schedule of Expenditures of Federal Awards (the Schedule) includes the federal award activity of Lorain Preparatory Academy,
Lorain County, Ohio (the Academy) under programs of the federal government for the year ended June 30, 2019. The information on this Schedule is
prepared in accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Because the Schedule presents only a selected portion of the operations
of the Academy, it is not intended to and does not present the financial position, changes in net position, or cash flows of the Academy. 
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LORAIN PREPARATORY ACADEMY 
LORAIN COUNTY, OHIO 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
2 CFR §200.515 
JUNE 30, 2019 

 

1.  SUMMARY OF AUDITOR'S RESULTS 

 

(d) (1) (i) 
 

Type of Financial Statement 
Opinion 

Unmodified 
 

(d) (1) (ii) 
 

Were there any material weaknesses in 
internal control reported at the financial 
statement level (GAGAS)? 

 
No 
 

(d) (1) (ii) 
 

Were there any significant deficiencies in 
internal control reported at the financial 
statement level (GAGAS)? 

 
None Reported 
 

(d) (1) (iii) 
 

Was there any reported material 
noncompliance at the financial statement 
level (GAGAS)? 

 
No 
 

(d) (1) (iv) 
 

Were there any material weaknesses in 
internal control reported for major federal 
programs? 

 
No 
 

(d) (1) (iv) 
 

Were there any significant deficiencies in 
internal control reported for major federal 
programs? 

 
None Reported 
 

(d) (1) (v) 
 

Type of Major Programs’ Compliance 
Opinion 

 
Unmodified 

(d) (1) (vi) 
 

Are there any reportable findings under 2 
CFR § 200.516(a)? 

 
No 
 

(d) (1) (vii) 
 
 

Major Programs (list): 
 
Child Nutrition Cluster 

 
 
CFDA # 10.553/10.555 
 

(d) (1) (viii) 
Dollar Threshold: Type A/B Programs Type A: > $750,000 

Type B: All others 

(d) (1) (ix) Low Risk Auditee under 2 CFR §200.520? No 

 
 

2.   FINDINGS RELATED TO THE FINANCIAL STATEMENTS 
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS 

   
None were noted. 
 

3.   FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS 

 
None were noted. 
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88 East Broad Street, Columbus, Ohio 43215 
Phone: 614-466-4514 or 800-282-0370 

www.ohioauditor.gov

 
 
 
Board of Trustees 
Lorain Preparatory Academy 
4125 Leavitt Road  
Lorain, Ohio 44053 
 
 
We have reviewed the Independent Auditor’s Report of the Lorain Preparatory Academy, Lorain 
County, prepared by Rea & Associates, Inc., for the audit period July 1, 2017 through June 30, 
2018.  Based upon this review, we have accepted these reports in lieu of the audit required by 
Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying financial 
statements and, accordingly, we are unable to express, and do not express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Lorain Preparatory Academy is responsible for 
compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
February 26, 2019  
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1

December 28, 2018

To the Board of Directors
Lorain Preparatory Academy
Lorain County, Ohio
4125 Leavitt Road
Lorain, Ohio 44053

INDEPENDENT AUDITOR'S REPORT

Report on the Financial Statements

We have audited the accompanying financial statements of the Lorain Preparatory Academy, Lorain 
County, Ohio, (the “Academy”) as of and for the year ended June 30, 2018, and the related notes to the 
financial statements, which collectively comprise the Academy’s basic financial statements as listed in the 
table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the Academy’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Academy’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion
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Lorain Preparatory Academy 
Independent Auditor’s Report
Page 2 of 3

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Academy as of June 30, 2018, and the changes in its financial position and its 
cash flows for the year then ended in accordance with accounting principles generally accepted in the 
United States of America.

Emphasis of a Matter 

As described in Note 16 to the financial statements, the Academy restated the net position balance to account 
for the implementation of Governmental Accounting Standard Board (GASB) Statement No. 75, “Accounting 
and Financial reporting for Postemployment Benefits other than Pensions.” Our opinion is not modified with 
respect to this matter.

The accompanying financial statements have been prepared assuming the Academy will continue as a 
going concern. As disclosed in Note 17 to the financial statements, the Academy has previously suffered 
recurring losses from operations and has a net position deficit of $1,607,258 that raises substantial doubt 
about its ability to continue as a going concern. This deficit net position includes the effect of the net 
pension liability, net OPEB liability and related accruals totaling $1,547,775. Note 17 describes 
management’s plan regarding these issues. The financial statements do not include any adjustments that 
might result from the outcome of this uncertainty. Our opinion is not modified with respect to this matter.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the Academy's Proportionate Share of the Net Pension Liability,
Schedule of the Academy’s Contributions-Pension, Schedule of the Academy’s Proportionate Share of the 
Net OPEB Liability, and the Schedule of the Academy’s Contributions - OPEB on pages 5–10, 45-46, 47-
48, 49-50, and 51-52, respectively, be presented to supplement the basic financial statements. Such 
information, although not a part of the basic financial statements, is required by the Governmental 
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the 
basic financial statements in an appropriate operational, economic, or historical context. We have applied 
certain limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion 
or provide any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance. 
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Lorain Preparatory Academy
Independent Auditor’s Report
Page 3 of 3

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that 
collectively comprise the Academy’s basic financial statements. The Schedule of Expenditures of Federal 
Awards, as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative 
Requirements, Cost Principles, and Audit Requirements for Federal Awards is presented for purposes of 
additional analysis and is not a required part of the basic financial statements.

The Schedule of Expenditures of Federal Awards is the responsibility of management and was derived 
from and relates directly to the underlying accounting and other records used to prepare the basic 
financial statements. Such information has been subjected to the auditing procedures applied in the audit 
of the basic financial statements and certain additional procedures, including comparing and reconciling 
such information directly to the underlying accounting and other records used to prepare the basic 
financial statements or to the basic financial statements themselves, and other additional procedures in 
accordance with auditing standards generally accepted in the United States of America. In our opinion, 
the Schedule of Expenditures of Federal Awards is fairly stated, in all material respects, in relation to the 
basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 28, 
2018 on our consideration of the Academy’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness 
of the Academy’s internal control over financial reporting or on compliance. That report is an integral part 
of an audit performed in accordance with Government Auditing Standards in considering the Academy’s 
internal control over financial reporting and compliance.

Cambridge, Ohio
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LORAIN PREPARATORY ACADEMY - LORAIN COUNTY, OHIO 
 

MANAGEMENT’S DISUSSION AND ANALYSIS  
FOR THE FISCAL YEAR ENDED JUNE 30, 2018  
 

5 
 

The discussion and analysis of the Lorain Preparatory Academy’s (the “Academy”) financial performance 
provides an overall review of the Academy’s financial activities for the fiscal year ended June 30, 2018. 
The intent of this discussion and analysis is to look at the Academy’s financial performance as a whole.  
Readers should also review the financial statements and notes to the financial statements to enhance 
their understanding of the Academy’s financial performance. The first year of the Academy’s operations 
was 2007. The Academy began accepting students and community school foundation revenue in 
December of 2006.  
 
FINANCIAL HIGHLIGHTS 
 
Key Financial Highlights for the Academy for the 2017-18 school year are as follows:  

• Net position increased $1,525,026.  
• Total revenue increased from $3,750,447 in fiscal year 2017 to $5,116,728 in fiscal year 2018. 
• Operating expenses decreased from $3,925,685 in fiscal year 2017 to $3,574,571 in fiscal year 

2018. 
• The Academy implemented GASB 75, which reduced beginning net position as previously 

reported by $641,040.  
• A decrease in net pension liability and net OPEB liability substantially decreased purchased 

services expenses compared to fiscal year 2017. See further explanation after Table 1.  
 

OVERVIEW OF FINANCIAL STATEMENTS 
 
The financial report consists of three parts: the required supplemental information, the basic financial 
statements, and the notes to the financial statements.  These statements are organized so the reader can 
understand the financial position of the Academy. Enterprise accounting uses a flow of economic 
resources measurement focus. With this measurement focus, all assets and deferred outflows of 
resources and all liabilities and deferred inflows of resources are included on the statement of net 
position. The statement of net position represents the statement of position of the Academy.  The 
statement of revenues, expenses, and changes in net position presents increases (e.g., revenues) and 
decreases (e.g., expenses) in net position.  The statement of cash flows reflects how the Academy finances 
and meets its cash flow needs.  Finally, the notes to the basic financial statements provide additional 
information that is essential to a full understanding of the data provided on the basic financial statements. 
 
FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE 
 
The Academy is not required to present government-wide financial statements as the Academy is engaged 
in only business-type activities. Therefore, no condensed financial information derived from 
governmental-wide financial statements is included in the discussion and analysis. 
 
The following tables represent a summary the Academy’s condensed financial information derived from 
the statement of net position and the statement of revenues, expenses and changes in net position. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The following table provides a summary of the Academy’s net position for 2018 as compared to 2017: 
 

Table 1 
Statement of Net Position 

2018 Restated 2017

Assets:

Current Assets:
     Cash and Cash Equivalents 298,553$            94,897$            

      Accounts Receivable -                      8,525                

      Intergovernmental Receivable 26,248                64,672              

Total Assets 324,801              168,094            

Noncurrent Assets:
  Capital Assets, net of Accumulated Depreciation 151,791              120,523            

      Total Noncurrent Assets 151,791              120,523            

Total Assets 476,592               288,617            

Deferred Outflows of Resources 2,398,146           1,664,074         

Liabilities:

Current Liabilities:
      Accounts Payable, Trade 118,246              101,946            

      Accounts Payable, Related Party 183,631              190,314            

      Accrued Expenses 35,651                5,879                

      Advances Payable -                      165,000            

Total Current Liabilities 337,528              463,139            

Noncurrent Liabilities: 
  Net Pension Liability 3,162,928           3,681,609         

  Net OPEB Liability 575,279              643,223            

  Noncurrent Portion of Long-term Debt 198,547              282,001            

     Total Noncurrent Liabilities 3,936,754           4,606,833         

         Total Liabilities 4,274,282           5,069,972         

  Deferred Inflows of Resources 207,714              15,003              

Net Position:

  Invested in Capital Assets 151,791              120,523            

  Unrestricted Net Position (1,759,049)          (3,252,807)        

    Total Net Position (1,607,258)$        (3,132,284)$      
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 

The net pension liability (NPL) is the largest single liability reported by the Academy at June 30, 2018   and 
is reported pursuant to GASB Statement 68, “Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27.”   For fiscal year 2018, the Academy adopted GASB Statement 75, 
“Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions,” which 
significantly revises accounting for costs and liabilities related to other postemployment benefits (OPEB).  
For reasons discussed below, many end users of this financial statement will gain a clearer understanding 
of the Academy’s actual financial condition by adding deferred inflows related to pension and OPEB, the 
net pension liability and the net OPEB liability to the reported net position and subtracting deferred 
outflows related to pension and OPEB. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OBEP liability.  GASB 68 and GASB 75 
take an earnings approach to pension and OPEB accounting; however, the nature of Ohio’s statewide 
pension/OPEB plans and state law governing those systems requires additional explanation in order to 
properly understand the information presented in these statements. 

 
GASB 68 and GASB 75 require the net pension liability and the net OPEB liability to equal the Academy’s 
proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 

GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, 
and the promise of a future pension and other postemployment benefits.  GASB noted that the unfunded 
portion of this promise is a present obligation of the government, part of a bargained-for benefit to the 
employee, and should accordingly be reported by the government as a liability since they received the 
benefit of the exchange.  However, the Academy is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement systems to provide healthcare to eligible benefit recipients.  The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits.  
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a specific, 
legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the 
unfunded liability of the pension/OPEB plan as against the public employer.  State law operates to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the employment exchange with notice as to the law.  The retirement system is responsible for the 
administration of the pension and OPEB plans 
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability.  As explained above, changes in benefits, 
contribution rates, and return on investments affect the balance of these liabilities, but are outside the 
control of the local government.  In the event that contributions, investment returns, and other changes 
are insufficient to keep up with required payments, State statute does not assign/identify the responsible 
party for the unfunded portion.  Due to the unique nature of how the net pension liability and the net 
OPEB liability are satisfied, these liabilities are separately identified within the long-term liability section 
of the statement of net position. 
 
In accordance with GASB 68 and GASB 75, the Academy’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB liability, respectively, not accounted for as 
deferred inflows/outflows.  
 
As a result of implementing GASB 75, the Academy is reporting a net OPEB liability and deferred 
inflows/outflows of resources related to OPEB on the accrual basis of accounting.  This implementation 
also had the effect of restating net position at June 30, 2017, from ($2,491,244) to ($3,132,284). 
 
Statement of Revenues, Expenses and Changes in Net Position - Table 2 shows the changes in Net Position 
for fiscal year 2018, as well as a listing of revenues and expenses.   This change in Net Position is important 
because it tells the reader that, for the Academy as a whole, the financial position of the Academy has 
improved or diminished. The cause of this may be the result of many factors, some financial, some not.  
Non-financial factors include the current laws in Ohio restricting revenue growth, facility conditions, 
required educational programs and other factors. Overall, the increase in Operating Revenues was a result 
of more students being enrolled over the prior year. Increased enrollment was also a driving force behind 
the increase in Contributions and Donations for the Academy. There were also corresponding increases 
across most of the expense categories during fiscal year 2018 due to more students needing to be served 
and certain expenses being based on a percentage of revenues, which overall were higher compared to 
the prior year, with the exception of purchased services, which decreased based on change in net 
pension/OPEB liabilities discussed in Notes 10 and 11.
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The following table reflects the changes in net position for the fiscal year 2018 as compared to 2017: 
 

Table 2 
Statement of Revenues, Expenses, and Changes in Net Position 

Operating Revenues 2018 2017
State Aid  $             4,308,792  $             2,929,004 

     Total Operating Revenues                 4,308,792                 2,929,004 

Operating Expenses       

Purchased Services                 3,286,064                 3,771,252 

Depreciation                       45,697                       31,515 

Supplies                     186,612                     112,964 

Other Operating Expenses                       56,198                          9,954 

      Total Operating Expenses                 3,574,571                 3,925,685 

Operating Income (Loss)                     734,221                   (996,681)

Non-Operating Revenues (Expenses)

Federal and State Restricted Grants                     807,936                     821,443 

Interest Expense                     (17,131)                     (62,317)

      Total Non-Operating Revenues (Expenses)                     790,805                     759,126 
 
Change in Net Position 1,525,026$             (237,555)$               

 
The information necessary to restate the 2017 beginning balances and the 2017 OPEB expense amounts 
for the effects of the initial implementation of GASB 75 is not available.  Therefore, 2017 functional 
expenses still include OPEB expense of $2,183 computed under GASB 45.  GASB 45 required recognizing 
pension expense equal to the contractually required contributions to the plan. Under GASB 75, OPEB 
expense represents additional amounts earned, adjusted by deferred inflows/outflows. The contractually 
required contribution is no longer a component of OPEB expense. Under GASB 75, the 2018 statements 
report negative OPEB expense of $126,501.  Consequently, in order to compare 2018 total program 
expenses to 2017, the following adjustments are needed:  

 
Total 2018 program expenses under GASB 75 3,574,571$  

Negative OPEB expense under GASB 75 126,501        
2018 contractually required contribution 2,583            

Adjusted 2018 program expenses 3,703,655     

Total 2017 program expenses under GASB 45 3,925,685     

Decrease in program expenses not related to OPEB 222,030$      

 

Attachment 26: Audited Financial Statements Page 3963



LORAIN PREPARATORY ACADEMY - LORAIN COUNTY, OHIO 
 

MANAGEMENT’S DISUSSION AND ANALYSIS  
FOR THE FISCAL YEAR ENDED JUNE 30, 2018  
 

10 

FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued)  
 
Current assets represent cash and cash equivalents and intergovernmental receivables.  Current liabilities 
represent accounts payable and accrued expenses at fiscal year-end.  
 
Cash and cash equivalents increased in 2018 by $203,656 due to an increase in State Foundation receipts. 
The increase in revenue is due to the increase in the number of students. Current liabilities decreased in 
2018 by $125,611 primarily to the decrease in advances payable. 
 
CAPITAL ASSETS 
 
At the end of fiscal year 2018, the Academy had $151,791 invested in capital assets (net of accumulated 
depreciation) for computers and software, furniture and equipment, and Leasehold Improvements. The 
following table shows fiscal year 2018 compared to 2017:  

 
 
 
 
 
 
 
 

The increase represents current year additions less the annual depreciation charge. There were no asset 
disposals during the year.  For further information regarding the Academy’s capital assets, refer to Note 
5 of the basic financial statements.   
 
DEBT 
 
At June 30, 2018, the Academy had a Notes Payable to Accel Schools at June 30, 2018 in the amount 
$198,547. For further information regarding the Academy’s debt, refer to Note 6 to the basic financial 
statements. 
 
OPERATIONS 
 
Lorain Preparatory Academy is a public school established pursuant to Ohio Revised Code Chapter 3314. 
The Academy offers education for Ohio children in third through eighth grade.  The Academy is 
independent of any school district and is nonsectarian in its programs,s admission policies, employment 
practices, and all other operations. The Academy may lease or acquire facilities as needed and contract 
for any services necessary for the operation of the Academy. 
 
REQUESTS FOR INFORMATION 
 
This financial report is designed to provide our citizens, taxpayers, investors and creditors with a general 
overview of the academy’s finances and to show the Academy’s accountability for the money it receives.  
If you have any questions concerning this report, please contact the Academy’s Fiscal Officer, C. David 
Massa, CPA of Massa Financial Solutions, LLC, 4125 Leavitt Rd, Lorain, Ohio 44503. 

2018 2017 Change

Furniture & Equipment 92,931$          $53,803 39,128$     

Leasehold Improvements 42,198           34,241         7,957        

Computer & Software 16,662           32,479 (15,817)     

Net Capital Assets 151,791$        $120,523 31,268$     

Capital Assets at June 30 (Net of Depreciation)

Attachment 26: Audited Financial Statements Page 3964



11 
 

LORAIN PREPARATORY ACADEMY - LORAIN COUNTY, OHIO 
  

Statement of Net Position 
At June 30, 2018 

 

Assets:
Current Assets:
    Cash and Cash Equivalents 298,553$          
    Intergovernmental Receivable 26,248
      Total Current Assets 324,801

Noncurrent Assets:
  Capital Assets, net of Accumulated Depreciation 151,791

151,791

Total Assets 476,592            

Deferred Outflows of Resources:
    Pension 2,265,517         
    OPEB 132,629            

Total Deferred Outflows of Resources 2,398,146         

Liabilities:
Current Liabilities:
    Accounts Payable, Trade 118,246            
    Accounts Payable, Related Party 183,631            
    Accrued Expenses 35,651              
       Total Current Liabilities 337,528            

Noncurrent Liabilities:
  Net Pension Liability 3,162,928
  Net OPEB Liability 575,279
  Noncurrent Portion of Long-term Debt 198,547
    Total Noncurrent Liabilities 3,936,754

       Total Liabilities 4,274,282

Deferred Inflows of Resources:
    Pension 137,981            
    OPEB 69,733              

Total Deferred Inflows of Resources 207,714            

Net Position:
  Invested in Capital Assets 151,791
  Unrestricted Net Position (1,759,049)
  Total Net Position (1,607,258)$     

See Accompanying Notes to the Basic Financial Statements
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LORAIN PREPARATORY ACADEMY - LORAIN COUNTY, OHIO 

  
Statement of Revenues, 

Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2018 

 
Operating Revenues:
  State Aid 4,308,792$       
    Total Operating Revenues 4,308,792

Operating Expenses:
  Purchased Services 3,286,064
  Depreciation 45,697
  Supplies 186,612
  Other Operating Expenses 56,198
    Total Operating Expenses 3,574,571

      Operating Income 734,221

Non-Operating Revenues and (Expenses:)
  Federal and State Restricted Grants 807,936
  Interest Expense (17,131)             
    Net Non-operating Revenues and (Expenses) 790,805

Change in Net Position 1,525,026         

Net Position Beginning of Year, Restated (3,132,284)        
Net Position End of Year (1,607,258)$     

See Accompanying Notes to the Basic Financial Statements
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LORAIN PREPARATORY ACADEMY - LORAIN COUNTY, OHIO 

  
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2018 
 

CASH FLOWS FROM OPERATING ACTIVITIES
State Aid Receipts 4,318,206$             
Cash Payments to Suppliers for Goods and Services (4,608,945)              

Net Cash Used For Operating Activities (290,739)                 

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Charter School Capital Program Fees (10,290)                   
Charter School Capital Principal Payments (165,000)                 
Note Payable Principal Payments (83,454)                   
Note Payable Interest Payments (6,842)                      
Federal and State Grant Receipts 836,946                  

Net Cash Provided By Noncapital Financing Activities 571,360                  

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Purchase of Capital Assets (76,965)                   

Net Cash Used For Capital and Related Financing Activities (76,965)                   

Net Increase in Cash and Cash Equivalents 203,656                  

Cash and Cash Equivalents - Beginning of the Year 94,897                     
Cash and Cash Equivalents - Ending of the Year 298,553$                

See Accompanying Notes to the Basic Financial Statements  
 
 

  
 
 
 
 
 
 
 
 
 
 

 
 

(Continued) 
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LORAIN PREPARATORY ACADEMY - LORAIN COUNTY, OHIO  

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2018 

(Continued) 

Reconciliation of Operating Income to Net Cash Used For Operating Activities
Operating Income 734,221$               

Adjustments to Reconcile Operating Income to Net Cash Used For Operating Activities
Depreciation 45,697                    

Changes in Assets, Liabilities, and Deferred Inflows and Outflows:
(Increase)/ Decrease in Receivables 17,940                    
(Increase)/ Decrease in Deferred Outflows (734,072)                
Increase/ (Decrease) in Deferred Inflows 192,711                  
Increase/ (Decrease) in Net Pension/OPEB Liability (586,625)                
Increase/ (Decrease) in Accounts Payable, Trade 16,300                    
Increase/ (Decrease) in Accounts Payable, Related Party (6,683)                     
Increase/ (Decrease) in Accrued Expenses 29,772                    

Net Cash Used For Operating Activities (290,739)$              

See Accompanying Notes to the Basic Financial Statements
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NOTE 1 – DESCRIPTION OF ACADEMY 

The Lorain Preparatory Academy (the “Academy”) is a nonprofit corporation established pursuant to Ohio 
Revised Code Chapter 3314. The Academy offers education for Ohio children in grades 3-8. The Academy 
is independent of any school district and is nonsectarian in its programs, admission policies, employment 
practices, and all other operations. The Academy may lease or acquire facilities as needed and contract 
for any services necessary for the operation of the Academy.  The Academy is a federally recognized 
501(c)(3) nonprofit corporation established pursuant to Ohio Revised Code Chapter 1702. 
 
The Academy was approved for operation under a contract with the St. Aloysius Orphanage (the Sponsor) 
for a period of five academic years commencing after July 1, 2005 and ending June 30, 2010. This contract 
was extended for two additional five academic years expiring June 30, 2020. The Sponsor is responsible 
for evaluating the performance of the Academy and has the authority to deny renewal of the contract at 
its expiration or terminate the contract prior to its expiration. 
 
The Academy operates under the direction of a Governing Board that consists of five individuals who are 
not owners or employees, or immediate relatives or owners or employees of any for-profit firm that 
operate or manage the Academy for the Governing Board. The Board is responsible for carrying out the 
provisions of the contract that include, but are not limited to, state-mandated provisions regarding 
student population, curriculum, academic goals, performance standards, admission standards, and 
qualifications of teachers. 
 
The Academy contracts with Accel Schools for management services including management of personnel 
and human resources, the program of instruction, technology, marketing, data management, purchasing, 
strategic planning, public relations, financial reporting, recruiting, compliance issues, budgets, contracts, 
and equipment and facilities.   
 
NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The financial statements of the Academy have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards 
Board (GASB) is the accepted standard-setting body for establishing governmental accounting and 
financial reporting principles. The more significant of the Academy’s accounting policies are described 
below. 
 
Basis of Presentation - The Academy’s basic financial statements consist of a statement of net position; a 
statement of revenues, expenses, and changes in net position; and a statement of cash flows. The 
Academy uses a single enterprise presentation for its financial records. Enterprise reporting focuses on 
the determination of operating income, changes in net position, financial position, and cash flows.   
 
Measurement Focus - The accounting and financial reporting treatment is accounted for using a flow of 
economic resources measurement focus. All assets and deferred outflow of resources and liabilities and 
deferred inflow of resources associated with the operation of the Academy are included on the statement 
of net position. The statement of revenues, expenses, and changes in net position presents increases (e.g. 
revenues) and decreases (e.g. expenses) in net position.  The statement of cash flows reflects how the 
Academy finances meet its cash flow needs
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Basis of Accounting - Basis of accounting determines when transactions are recorded in the financial 
records and reported on the financial statements.  The Academy’s financial statements are prepared using 
the accrual basis of accounting. Revenue resulting from exchange transactions, in which each party gives 
and receives essentially equal value, is recorded on the accrual basis when the exchange takes place.  
Revenue resulting from nonexchange transactions, in which Academy receives value without directly 
giving equal value in return, such as grants and entitlements, are recognized in the period in which all 
eligibility requirements have been satisfied.   Eligibility requirements include timing requirements, which 
specify the period when the resources are required to be used or the period when use is first permitted, 
matching requirements, in which the Academy must provide local resources to be used for a specified 
purpose, and expenditure requirements, in which the resources are provided to the Academy on a 
reimbursement basis.  Expenses are recognized at the time they are incurred. 
 
Budgetary Process - Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C). However, unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter 5705, unless specifically provided in the contract between the School and its Sponsor. The 
contract between the School and its Sponsor does not require the School to follow the provisions Ohio 
Revised Code Chapter 5705; therefore, no budgetary information is presented in the basic financial 
statements.  
 
Cash and Cash Equivalents - Cash received by the Academy is reflected as “Cash and Cash Equivalents” 
on the statement of net position.  The Academy had no investments during the fiscal year ended June 30, 
2018. 
 
Prepaid Items - The Academy records payments made to vendors for services that will benefit periods 
beyond June 30, 2018, as prepaid items using the consumption method. A current asset for the prepaid 
amount is recorded at the time of the purchase and an expense is reported in the year in which services 
are consumed. 
 
Capital Assets - The Academy’s capital assets during fiscal year 2018 consisted of computers and software, 
leasehold improvements, furniture and equipment.  All capital assets are capitalized at cost and updated 
for additions and retirements during the fiscal year.  Donated capital assets are recorded at their 
acquisition value as of the date received. The Academy maintains a capitalization threshold of one 
thousand five hundred dollars.  The Academy does not have any infrastructure. Improvements are 
capitalized. The costs of normal maintenance and repairs that do not add to the value of the asset or 
materially extend an asset’s life are not capitalized.   
 
All capital assets are depreciated over their remaining useful lives. Depreciation is computed using the 
straight-line method over the following useful lives 
 
Net Position - Net position represents the difference between assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources.  Net position is reported as restricted when there are 
limitations imposed on their use either through the enabling legislation adopted by the Academy or 
through external restrictions imposed by creditors, grantors, or laws or regulations of other governments.  
The Academy applies restricted resources first when an expense is incurred for purposes for which both 
restricted and unrestricted net position is available.   
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Net Position - As of June 30, 2018, there were no net position restrictions. Net position invested in capital 
assets consist of capital assets minus accumulated depreciation. 
 
Operating Revenues and Expenses - Operating revenues are those revenues that are generated directly 
from the primary activity of the Academy. Operating expenses are necessary costs incurred to provide the 
service that is the primary activity of the Academy. All revenues and expenses not meeting this definition 
are reported as non-operating. 
 
Deferred Inflows and Deferred Outflows of Resources - In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of resources represent a consumption of net position that applies to a future period and will not be 
recognized as an outflow of resources (expense/expenditure) until then.  For the Academy, deferred 
outflows of resources are reported on the statement of net position for pension and OPEB.  The deferred 
outflows of resources related to pension and OPEB plans are explained in Notes 10 and 11.  
  
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. For the Academy, deferred inflows of resources include 
pension and OPEB. These amounts are deferred and recognized as an inflow of resources in the period 
the amounts become available.  Deferred inflows of resources related to pension and OPEB plans are 
reported on the statement of net position. (See Note 10 and 11)  
 
Pensions/Other Postemployment Benefits (OPEB) – For purposes of measuring the net pension/OPEB 
liability, deferred outflows of resources and deferred inflows of resources related to pensions/OPEB, and 
pension/OPEB expense, information about the fiduciary net position of the pension/OPEB plans and 
additions to/deductions from their fiduciary net position have been determined on the same basis as they 
are reported by the pension/OPEB plan.  For this purpose, benefit payments (including refunds of 
employee contributions) are recognized when due and payable in accordance with the benefit terms.  The 
pension/OPEB plans report investments at fair value. 
 
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from those estimates.  
 
NOTE 3 - CASH AND CASH EQUIVALENTS 
 
The Academy classifies deposits by category of risk as defined in GASB Statement No.3 “Deposits with 
Financial Institutions, Investments (including Repurchase Agreements) and Reverse Repurchase 
Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk Disclosures”. 
 
The Academy maintains its cash balances at one financial institution, Huntington Bank in Ohio. The 
balances are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying 
account. At June 30, 2018, the book amount of the Academy’s deposits was $298,553 and the bank 
balance was $364,762.    
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NOTE 4 - RECEIVABLES 
 
At June 30, 2018, the Academy had intergovernmental receivables of $26,248. These receivables 
represent monies due from State Foundation payment, Title I, and Title IIA, which was not received as of 
June 30, 2018. The receivables are expected to be collected within one year.  
 
NOTE 5 – CAPITAL ASSETS 
 
The capital asset activity for the fiscal year ended June 30, 2018, was as follows: 
 

 
NOTE 6 – LONG-TERM OBLIGATIONS 
 
The changes in the Academy’s long-term obligations during fiscal year 2018 were as follows:   

 
 
 
 

Balance Balance

06/30/17 Additions Deletions 06/30/18

Capital Assets:

Computers & Software 152,279$      -$                 -$               152,279$       

Furniture & Equipment 112,770        64,850          -                177,620         

Leasehold Improvements 38,186         12,115          -                50,301           

Total Capital Assets 303,235        76,965          -                380,200         

Less Accumulated Depreciation:

Computers & Software (119,800)       (15,818)         -                (135,618)        

Furniture & Equipment (58,967)        (25,722)         -                (84,689)          

Leasehold Improvements (3,945)          (4,157)          -                (8,102)           

Total Accumulated Depreciation (182,712)       (45,697)         -                (228,409)        

Total Capital Assets, Net 120,523$      31,268$        -$               151,791$       

Restated 

Balance 

6/30/2017 Additions Reductions

Balance 

6/30/2018

Due within 

One Year

Post Employment Liability:

Net Pension  3,681,609$   -$              (518,681)$   3,162,928$       -$              

Net OPEB 643,223        -               (67,944)       575,279           -                

Total Post Employment Liability 4,324,832     -                (586,625)     3,738,207         -                

Accel Schools - Notes Payable 282,001        -               (83,454)       198,547           -                
 

Total Long-Term Obligations 4,606,833$   -$               (670,079)$   3,936,754$       -$              
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NOTE 6 – LONG-TERM OBLIGATIONS (continued) 
 
During the fiscal year ended June 30, 2017, the Academy negotiated with its new management company 
Accel Schools to reclassify certain related party accounts payable and long-term obligations held by the 
former management company, Mosaica Education into a single note in the amount of $300,000. Under 
this agreement, Accel forgave $1,146,873 worth of related party accounts payable and long-term 
obligations. During the current fiscal year, the Academy made early principal payments per a clause in the 
note that allows for early principal repayment. Principal payments in 2018 totaled $83,454 and interest 
payments totaled $6,842. 
 
The following table represents the Academy’s obligations under the note: 
 

 
 
 
 
 
 
 
 
 
 
 

NOTE 7 – ADVANCES PAYABLE 
 
In previous years, the Academy entered into an agreement with Charter School Capital to receive 
advances against its future foundation payments.  There were no advances received in fiscal year 2018.  
Total principal payments made during fiscal year end were $165,000.  Total interest paid was. $10,290. 
 
A summary of debt obligations for the Academy at June 30, 2018, is as follows: 

 
 
NOTE 8 – RISK MANAGEMENT 
 
The Academy is exposed to various risks of loss related to torts; theft of, damage to, and destruction of 
assets; errors and omissions; injuries to employees; and natural disasters.  During fiscal year 2018, the 
Academy contracted with the Hartford Casualty Insurance Company.  
 

Year Ending June 30: Principal Interest

2019 -$                7,500$          

2020 -                 7,500            

2021 -                 7,500            

2022 -                 7,500            

2023 -                 7,500            

2024-2028 -                 37,500          

2029-2030 198,547          15,000          

Total 198,547$         90,000$        

Promissory Note
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NOTE 8 – RISK MANAGEMENT (continued) 
 
Settled claims have not exceeded this commercial coverage in the past three years and there have been 
no significant reductions in insurance coverage from the prior year. 

 
General Liability:  
   Each Occurrence $  1,000,000 
   Aggregate Limit   $  2,000,000 
  
   Products - Completed Operations Aggregate 
   Limit 

$  2,000,000 

   Medical Expense Limit - Any One 
   Person/Occurrence 

$  15,000 

   Damage to Rented Premises - Each Occurrence $  500,000 
   Personal and Advertising Injury $  1,000,000 
Automobile Liability:  
   Combined Single Limit $ 1,000,000 
Building  $ 1,370,000 
Business Personal Property $ 1,000,000 
Excess/Umbrella Liability:  
   Each Occurrence $  6,000,000 
   Aggregate Limit $  6,000,000 

 
 
NOTE 9 – PURCHASED SERVICES 
 
For the year ended June 30, 2018, purchased service expenses were for the following services: 
 

Purchased Services Amount

Personnel Services $1,512,328

Professional Services 840,867

Property Services 385,264

Utilities 69,122

Travel & Meetings 11,108

Communications 39,393

Contractual Trade 305,653

Pupil Transportation 122,329

Total $3,286,064

 
 
This amount includes negative pension/OPEB expense.  Further explained in Notes 10 and 11.
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NOTE 10 – DEFINED BENEFIT PENSION PLANS 
 
Net Pension Liability 
 
The net pension liability reported on the Statement of Net Position represents a liability to employees for 
pensions. Pensions are a component of exchange transactions-–between an employer and its 
employees—of salaries and benefits for employee services.  Pensions are provided to an employee—on a 
deferred-payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for pensions is a present obligation 
because it was created as a result of employment exchanges that already have occurred. 
 
The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   
 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which pensions are financed; however, the 
Academy does receive the benefit of employees’ services in exchange for compensation including pension 
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State legislature.  Any resulting legislative change to benefits or funding could 
significantly affect the net pension liability.   Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability 
on the accrual basis of accounting.  Any liability for the contractually-required pension contribution 
outstanding at the end of the year is included in accrued expenses on accrual of accounting.   
 
Plan Description - School Employees Retirement System (SERS) 
 
Plan Description – Academy non-teaching employees participate in SERS, a cost-sharing, multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability, and 
survivor benefits, annual cost-of-living adjustments, and death benefits to plan members and 
beneficiaries.  
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Plan Description - School Employees Retirement System (SERS) 
 
Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  SERS issues a 
publicly available, stand-alone financial report that includes financial statements, required supplementary 
information, and detailed information about SERS’ fiduciary net position.  That report can be obtained by 
visiting the SERS website at www.ohsers.org under Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 
 

Eligible to Eligible to
Retire on or before Retire on or after
August 1, 2017 * August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 65 with 5 years of service credit Age 57 with 30 years of service credit

Actuarially Reduced Benefits Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Age 55 with 25 years of service credit Age 60 with 25 years of service credit

* Members with 25 years of service credit as of August 1, 2017, will be included in this plan.  
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on years of service; 2.2 percent for the first thirty years of service and 2.5 percent for years 
of service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
When a benefit recipient has received benefits for 12 months, an annual COLA is provided. This COLA is 
calculated on the base retirement benefit at the date of retirement and is not compounded. For those 
retiring prior to January 7, 2013, the COLA will continue to be a three percent simple annual COLA. For 
those retiring after January 7, 2013, beginning in calendar year 2019, the COLA will be based on the 
average percentage increase in the Consumer Price Index, capped at three percent. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the Academy is required to contribute 14 percent of annual covered payroll. The contribution 
requirements of plan members and employers are established and may be amended by the SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent for 
employers.  The Retirement Board, acting with the advice of the actuary, allocates the employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B 
Fund, and Health Care Fund).  For the fiscal year ended June 30, 2018, the allocation to pension, death 
benefits, and Medicare B was 14.00 percent. SERS allocated 0.5 percent of employer contributions to the 
Health Care Fund for fiscal year 2018 
 
The Academy’s contractually required contribution to SERS was $28,446 for fiscal year 2018.    
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description –Academy licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing, multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information, and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan, and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 
3307.  The DB plan offers an annual retirement allowance based on final average salary multiplied by a 
percentage that varies based on years of service.  Effective August 1, 2015, the calculation will be 2.2 
percent of final average salary for the five highest years of earnings multiplied by all years of service. 
Members are eligible to retire at age 60 with five years of qualifying service credit, or age 55 with 26 years 
of service, or 31 years of service regardless of age.  Age and service requirements for retirement will 
increase effective August 1, 2015, and will continue to increase periodically until they reach age 60 with 
35 years of service or age 65 with five years of service on August 1, 2026. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination 
of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal. 
 
The Combined Plan offers features of both the DB Plan and the DC Plan.  In the Combined Plan, 12.0 of 
the 14.0 percent member rates goes to the DC Plan and the remaining 2.0 percent goes to the DB plan. 
Member contributions to the DC plan are allocated among investment choices by the member, and 
contributions to the DB plan from the employer and the member are used to fund the defined benefit 
payment at a reduced level from the regular DB Plan.  The defined benefit portion of the Combined Plan 
payment is payable to a member on or after age 60 with five years of services.  The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity 
after termination of employment at age 50 or later.  
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another STRS plan.  The optional annuitization of a member’s defined contribution account or the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of investment gain or loss on the account.  STRS has therefore included all three plan 
options in the GASB 68 schedules of employer allocation and pension amounts by employer.  
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit that apply for disability benefits.  Members in the DC Plan who 
become disabled are entitled only to their account balance.  If a member of the DC Plan dies before 
retirement benefits begin, the member’s designated beneficiary is entitled to receive the member’s 
account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2018, plan members were required to contribute 14 percent of their annual covered salary. The 
Academy was required to contribute 14 percent; the entire 14 percent was the portion used to fund 
pension obligations. The fiscal year 2018 contribution rates were equal to the statutory maximum rates.  
 
The Academy’s contractually required contributions to STRS was $250,868 for fiscal year 2018.  
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions  

The net pension liability was measured as of June 30, 2017, and the total pension liability used to calculate 
the net pension liability was determined by an actuarial valuation as of that date. The Academy's 
proportion of the net pension liability was based on the Academy's share of contributions to the pension 
plan relative to the contributions of all participating entities.   
 
Following is information related to the proportionate share and pension expense: 
  

SERS STRS Total
Proportion of the Net Pension Liability
  Prior Measurement Date 0.00361050% 0.01020928%
Proportion of the Net Pension Liability
  Current Measurement Date 0.00349650% 0.01243525%

Change in Proportionate Share -0.00011400% 0.00222597%

Proportionate Share of the Net Pension
  Liability 208,908               2,954,020         3,162,928           
Pension Expense 7,752                   (727,767)           (720,015)             

 
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, changes in assumptions and changes in the Academy’s proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods.  
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
The difference between projected and actual investment earnings is recognized in pension expense using 
a straight line method over a five year period beginning in the current year.  Deferred outflows and 
deferred inflows resulting from changes in sources other than differences between projected and actual 
investment earnings are amortized over the average expected remaining service lives of all members 
(both active and inactive) using the straight line method. Employer contributions to the pension plan 
subsequent to the measurement date are also required to be reported as a deferred outflow of resources.  
 
At June 30, 2018, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  
 

 
 
 
 
 
 
 
 
 

SERS STRS Total

Deferred Outflows of Resources
Differences between expected and

  actual experience 8,990$              114,070$          123,060$          

Changes of assumptions 10,802              646,077            656,879            

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 26,352              1,179,912         1,206,264         

Academy contributions subsequent to the 

  measurement date 28,446              250,868            279,314            

Total Deferred Outflows of Resources 74,590$            2,190,927$       2,265,517$       

Deferred Inflows of Resources
Differences between expected and

  actual experience -$                  23,808$            23,808$            

Net difference between projected and

  actual earnings on pension plan investments 991                    97,487              98,478              

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 15,695              -                     15,695              

Total Deferred Inflows of Resources 16,686$            121,295$          137,981$          
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
$279,314 reported as deferred outflows of resources related to pension resulting from Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the year ending June 30, 2019.  Other amounts reported as deferred outflows of resources and 
deferred inflows of resources related to pension will be recognized in pension expense as follows:  
 

 
 
Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment termination).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point.  The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant.  In many cases actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 

SERS STRS Total

Fiscal Year Ending June 30:

2019 23,648$               545,787$              569,435$             

2020 9,247                   678,405                687,652               

2021 1,433                   412,642                414,075               

2022 (4,870)                  181,930                177,060               

Total 29,458$               1,818,764$           1,848,222$          
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2017, are presented below: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
COLA  or Ad Hoc COLA 2.5 percent
Investment Rate of Return 7.50 percent net of investments expense, including inflation
Actuarial Cost Method Entry Age Normal

 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection and a five year age set-back for both males and females.  Mortality among 
service retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection with Scale BB, 120 percent of male rates and 110 percent of female rates.  
Mortality among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 percent 
for male rates and 100 percent for female rates, set back five years is used for the period after disability 
retirement.  
 
The actuarial assumptions used in the June 30, 2017 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, payroll 
growth assumption and assumed real wage growth were reduced in the most recent actuarial valuation.  
The rates of withdrawal, retirement and disability updated to reflect recent experience and mortality rates 
were also updated. 
 
The long-term return expectation for the Pension Plan Investments has been determined using a building-
block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  A 
forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating a weighted averaged of the expected 
real return premiums for each asset class, adding the projected inflation rate, and adding the expected 
return from rebalancing uncorrelated asset classes. The target allocation and best estimates of arithmetic 
real rates of return for each major assets class are summarized in the following table: 
 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
International Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Stratagies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return 

 

Attachment 26: Audited Financial Statements Page 3981



LORAIN PREPARATORY ACADEMY - LORAIN COUNTY, OHIO 
 

NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2018  
 

28 

NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute.  Projected inflows from investment earning were calculated using the long-term assumed 
investment rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of projected 
benefits to determine the total pension liability.   
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the net pension liability calculated using the discount rate of 7.50 percent, as 
well as what each plan’s net pension liability would be if it were calculated using a discount rate that is 
one percentage point lower (6.50 percent), or one percentage point higher (8.50 percent) than the current 
rate.  

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

Academy's proportionate share

  of the net pension liability $289,910 $208,908 $141,052

 
Actuarial Assumptions – STRS  

The total pension liability in the June 30, 2017, actuarial valuation was determined using the following 
actuarial assumptions, applied to all periods included in the measurement:  
 

 
 

Post-retirement mortality rates for healthy retirees are based on the RP-2014 Annuitant Mortality Table 
with 50% of rates through age 69, 70% of rates between ages 70 and 79, 90% of rates between ages 80 
and 84, and 100% of rates thereafter, projected forward generationally using mortality improvement scale 
MP-2016.  Post-retirement disabled mortality rates are based on the RP-2014 Disabled Mortality Table 
with 90% of rates for males and 100% of rates for females, projected forward generationally using 
mortality improvement scale MP-2016.  Pre-retirement mortality rates are based on RP-2014 Employee 
Mortality Table, projected forward generationally using mortality improvement scale MP-2016. 
 
Actuarial assumptions used in the July 1, 2017, valuation are based on the results of an actuarial 
experience study, for the period July 1, 2011 through June 30, 2016.  
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – STRS  

STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
 

 
Target

Asset Class Allocation *

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 % 7.61 %

Long-Term Expected
Real Rate of Return **

 
 

*The target allocation percentage is effective as of July 1, 2017. Target weights will be phased in over a 
24-month period concluding on July 1, 2019. 
 
** 10-Year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25% and 
does not include investment expenses. Over a 30-year period, STRS Ohio’s investment consultant indicates that the 
above target allocations should generate a return above the actuarial rate of return, without net value added by 
management.  
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2017. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate increases 
described above. For this purpose, only employer contributions that are intended to fund benefits of 
current plan members and their beneficiaries are included.   
 
Based on those assumptions, STRS’ fiduciary net position was projected to be available to make all 
projected future benefit payments to current plan members as of June 30, 2017.  Therefore, the long-
term expected rate of return on pension plan investments of 7.45 percent was applied to all periods of 
projected benefit payment to determine the total pension liability as of June 30, 2017. 
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the Academy's proportionate share of the net pension liability 
calculated using the current period discount rate assumption of 7.45 percent, as well as what the 
Academy's proportionate share of the net pension liability would be if it were calculated using a discount 
rate that is one-percentage-point lower (6.45 percent) or one-percentage-point higher (8.45 percent) than 
the current rate:  
 

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share

  of the net pension liability $4,234,488 $2,954,020 $1,875,419

 
 
Assumption Changes since the Prior Measurement Date 
The Retirement Board approved several changes to the actuarial assumptions in 2017. The long term 
expected rate of return was reduced from 7.75 percent to 7.45 percent, the inflation assumption was 
lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered to 3.00 percent, 
and total salary increases rate was lowered by decreasing the merit component of the individual salary 
increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy and disabled 
mortality assumptions were updated to the RP-2014 mortality tables with generational improvement 
scale MP-2016. Rates of retirement, termination and disability were modified to better reflect anticipated 
future experience. 
 
Benefit Term Changes Since the Prior Measurement Date 
Effective July 1, 2017, the COLA was reduced to zero.  
 
NOTE 11 – POSTEMPLOYMENT BENEFITS 
 
Net OPEB Liability 

 
The net OPEB liability reported on the statement of net position represents a liability to employees for 
OPEB. OPEB is a component of exchange transactions-–between an employer and its employees—of 
salaries and benefits for employee services.  OPEB are provided to an employee—on a deferred-payment 
basis—as part of the total compensation package offered by an employer for employee services each 
financial period.  The obligation to sacrifice resources for OPEB is a present obligation because it was 
created as a result of employment exchanges that already have occurred. 

 
The net OPEB liability represents the Academy’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB liability calculation is dependent on critical long-term 
variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting these estimates annually.   
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which OPEB are financed; however, the Academy 
does receive the benefit of employees’ services in exchange for compensation including OPEB.  
 
GASB 75 assumes the liability is solely the obligation of the employer, because they benefit from employee 
services.  OPEB contributions come from these employers and health care plan enrollees which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
to benefits or funding could significantly affect the net OPEB liability. Resulting adjustments to the net 
OPEB liability would be effective when the changes are legally enforceable. The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB liability 
on the accrual basis of accounting.  Any liability for the contractually-required OPEB contribution 
outstanding at the end of the year is included in accrued expenses on the accrual of accounting.   
 
Plan Description - School Employees Retirement System (SERS) 
 
Health Care Plan Description - The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a 
cost-sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the death of a member or retiree, are eligible for SERS’ health care coverage. Most retirees and 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self-insured preferred provider 
organization for its non-Medicare retiree population. For both groups, SERS offers a self-insured 
prescription drug program. Health care is a benefit that is permitted, not mandated, by statute.  The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the 
plan selected, qualified years of service, Medicare eligibility, and retirement status.   
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required pensions and benefits, the 
Retirement Board may allocate the remainder of the employer contribution of 14 percent of covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2018, .5 percent of 
covered payroll was made to health care.  
 
An additional health care surcharge on employers is collected for employees earning less than an 
actuarially determined minimum compensation amount, pro-rated if less than a full year of service credit 
was earned.  
 
For fiscal year 2018, this amount was $23,700. Statutes provide that no employer shall pay a health care 
surcharge greater than 2 percent of that employer’s SERS-covered payroll; nor may SERS collect in 
aggregate more than 1.5 percent of the total statewide SERS-covered payroll for the health care 
surcharge.  For fiscal year 2018, the Academy’s surcharge obligation was $1,529. 
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The Academy’s contractually required contribution to SERS was 
$2,583 for fiscal year 2018.   
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part 
B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the 
report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed 
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees, for the most recent year, pay a portion of the health care costs in the form of a monthly 
premium.  Under Ohio law, funding for post-employment health care may be deducted from employer 
contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2018, STRS did 
not allocate any employer contributions to post-employment health care.   
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB  
 
The net OPEB liability was measured as of June 30, 2017, and the total OPEB liability used to calculate the 
net OPEB liability was determined by an actuarial valuation as of that date. The Academy's proportion of 
the net OPEB liability was based on the Academy's share of contributions to the respective retirement 
systems relative to the contributions of all participating entities.  Following is information related to the 
proportionate share and OPEB expense: 
 

 

 
 
 
 
 
 
 
 
 

 
 

This space is intentionally left blank. 
 
  

SERS STRS Total

Proportion of the Net OPEB Liability

  Prior Measurement Date 0.00341108% 0.01020928%

Proportion of the Net OPEB Liability

  Current Measurement Date 0.00335730% 0.01243525%

Change in Proportionate Share -0.00005378% 0.00222597%

Proportionate Share of the Net OPEB

  Liability 90,101              485,178            575,279            

OPEB Expense 4,542                 (131,043)           (126,501)           
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 
At June 30, 2018, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  
 

 
 
$2,583 reported as deferred outflows of resources related to OPEB resulting from Academy contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending June 30, 2019.   
 
 

SERS STRS Total

Deferred Outflows of Resources
Differences between expected and

  actual experience -$                     28,007$               28,007$               

Changes in proportion and differences

    between contributions and proportionate

    share of contributions -                       102,039               102,039               

Academy contributions subsequent to the 

  measurement date 2,583                   -                       2,583                   

Total Deferred Outflows of Resources 2,583$                 130,046$             132,629$             

Deferred Inflows of Resources
Changes of assumptions 8,550$                 39,082$               47,632$               

Net difference between projected and

  actual earnings on OPEB plan investments 238                      20,738                 20,976                 

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 1,125                   -                       1,125                   

Total Deferred Inflows of Resources 9,913$                 59,820$               69,733$               
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 
Other amounts reported as deferred outflows of resources and deferred inflows of resources related to 
OPEB will be recognized in OPEB expense as follows: 
 

 
 
Actuarial Assumptions - SERS 
 
The total OPEB liability is determined by SERS’ actuaries in accordance with GASB Statement No. 74, as 
part of their annual actuarial valuation for each retirement plan. Actuarial valuations of an ongoing plan 
involve estimates of the value of reported amounts (e.g., salaries, credited service) and assumptions about 
the probability of occurrence of events far into the future (e.g., mortality, disabilities, retirements, 
employment terminations). Actuarially determined amounts are subject to continual review and potential 
modifications, as actual results are compared with past expectations and new estimates are made about 
the future. 

 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point. The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 

 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 

 
 

SERS STRS Total

Fiscal Year Ending June 30:

2019 (3,565)$                9,976$                  6,411$                 

2020 (3,565)                  9,976                    6,411                   

2021 (2,722)                  9,976                    7,254                   

2022 (61)                       9,974                    9,913                   

2023 -                       15,160                  15,160                 

Thereafter -                       15,164                  15,164                 

Total (9,913)$                70,226$                60,313$               
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 
Actuarial Assumptions - SERS 
 
Key methods and assumptions used in calculating the total OPEB liability in the latest actuarial valuation 
date of June 30, 2017, are presented below: 
 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investments

expense, including inflation
Municipal Bond Index Rate:
    Measurement Date 3.56 percent
    Prior Measurement Date 2.92 percent
Single Equivalent Interest Rate, net of plan investment expense,
 including price inflation
    Measurement Date 3.63 percent
    Prior Measurement Date 2.98 percent
Medical Trend Assumption
    Medicare 5.50 to 5.00 percent
    Pre-Medicare 7.50 to 5.00 percent  

 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The most recent experience study was completed for the five year period ended June 30, 2015.   
 
The long-term expected rate of return on plan assets is reviewed as part of the actuarial five-year 
experience study. The most recent study covers fiscal years 2010 through 2015, and was adopted by the 
Board on April 21, 2016. Several factors are considered in evaluating the long-term rate of return 
assumption including long-term historical data, estimates inherent in current market data, and a log-
normal distribution analysis in which best-estimate ranges of expected future real rates of return were 
developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long-term expected rate of return, 7.50 percent, by weighting the expected future real rates 
of return by the target asset allocation percentage and then adding expected inflation. The capital market 
assumptions developed by the investment consultant are intended for use over a 10-year horizon and 
may not be useful in setting the long-term rate of return for funding pension plans which covers a longer 
timeframe. The assumption is intended to be a long-term assumption and is not expected to change 
absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental 
change in the market that alters expected returns in future years. 
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 
Actuarial Assumptions - SERS 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 
as used in the June 30, 2015 five-year experience study, are summarized as follows: 
 
 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return

 
Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2017 was 3.63 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2017 was 2.98 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be made 
from members and the System at the state statute contribution rate of 2.00 percent of projected covered 
employee payroll each year, which includes a 1.50 percent payroll surcharge and 0.50 percent of 
contributions from the basic benefits plan. Based on these assumptions, the OPEB plan’s fiduciary net 
position was projected to become insufficient to make future benefit payments during the fiscal year 
ending June 30, 2025. Therefore, the long-term expected rate of return on OPEB plan assets was used to 
present value the projected benefit payments through the fiscal year ending June 30, 2024 and the Fidelity 
General Obligation 20-year Municipal Bond Index rate of 3.56 percent, as of June 30, 2017 (i.e. municipal 
bond rate), was used to present value the projected benefit payments for the remaining years in the 
projection. The total present value of projected benefit payments from all years was then used to 
determine the single rate of return that was used as the discount rate. The projection of future benefit 
payments for all current plan members was until the benefit payments ran out. 
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 

Sensitivity of the Academy's Proportionate Share of the Net OPEB Liability to Changes in the Discount 
Rate and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in 
the discount rate and the health care cost trend rate. The following table presents the net OPEB liability 
of SERS, what SERS' net OPEB liability would be if it were calculated using a discount rate that is 1 
percentage point lower (2.63%) and higher (4.63%) than the current discount rate (3.63%). Also shown is 
what SERS' net OPEB liability would be based on health care cost trend rates that are 1 percentage point 
lower (6.5% decreasing to 4.0%) and higher (8.5% decreasing to 6.0%) than the current rate. 
  

Current
1% Decrease Discount Rate 1% Increase

(2.63%) (3.63%) (4.63%)
Academy's proportionate share
  of the net OPEB liability $108,809 $90,101 $75,280

 
 

 
Current

1% Decrease Trend Rate 1% Increase

(6.5 % decreasing (7.5 % decreasing (8.5 % decreasing
to 4.0%) to 5.0%) to 6.0%)

Academy's proportionate share
  of the net OPEB liability $73,110 $90,101 $112,589  

 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2017, actuarial valuation are presented below:   

 
Inflation 2.50 percent
Projected salary increases 12.50 percent at age 20 to 

 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment

 expenses, including inflation
Payroll Increases 3 percent
Cost-of-Living Adjustments 0.0 percent, effective July 1, 2017
  (COLA)
Blended Discount Rate of Return 4.13 percent
Health Care Cost Trends 6 to 11 percent initial, 4.5 percent ultimate  

 
Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 

Actuarial Assumptions – STRS 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between 
ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality 
improvement scale MP-2016. For disabled retirees, mortality rates are based on the RP-2014 Disabled 
Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected forward 
generationally using mortality improvement scale MP-2016. 
 
Actuarial assumptions used in the June 30, 2017, valuation are based on the results of an actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 
Since the prior measurement date, the discount rate was increased from 3.26 percent to 4.13 percent 
based on the methodology defined under GASB Statement No. 74, Financial Reporting for 
Postemployment Benefit Plans Other Than Pension Plans (OPEB) and the long term expected rate of return 
was reduced from 7.75 percent to 7.45 percent. Valuation year per capita health care costs were updated, 
and the salary scale was modified. The percentage of future retirees electing each option was updated 
based on current data and the percentage of future disabled retirees and terminated vested participants 
electing health coverage were decreased. The assumed mortality, disability, retirement, withdrawal and 
future health care cost trend rates were modified along with the portion of rebated prescription drug 
costs. 
 
Also since the prior measurement date, the subsidy multiplier for non-Medicare benefit recipients was 
reduced from 2.1 percent to 1.9 percent per year of service. Medicare Part B premium reimbursements 
were discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 2019.  Subsequent to the current measurement 
date, the date for discontinuing remaining Medicare Part B premium reimbursements was extended to 
January 2020. 
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 
Actuarial Assumptions – STRS 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
 

Target
Asset Class Allocation

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

* 10 year annualized geometric nominal returns, which  include the 
real rate of return and inflation of 2.25 percent and does not include 
investment expenses.  Over a 30-year period, STRS' investment
consultant indicates that the above target allocations should
generate a return above the actual rate of return, without net
value added by management.

Long-Term Expected
Rate of Return *

 
 

Discount Rate The discount rate used to measure the total OPEB liability was 4.13 percent as of June 30, 
2017. The projection of cash flows used to determine the discount rate assumes STRS Ohio continues to 
allocate no employer contributions to the health care fund. Based on these assumptions, the OPEB plan’s 
fiduciary net position was not projected to be sufficient to make all projected future benefit payments of 
current plan members. The OPEB plan’s fiduciary net position was projected to become insufficient to 
make future benefit payments during the fiscal year ending June 30, 2037.  Therefore, the long-term 
expected rate of return on OPEB plan assets was used to determine the present value of the projected 
benefit payments through the fiscal year ending June 30, 2036 and the Bond Buyer 20-year municipal 
bond rate of 3.58 percent as of June 30, 2017 (i.e. municipal bond rate), was used to determine the present 
value of the projected benefit payments for the remaining years in the projection.  The total present value 
of projected benefit payments from all years was then used to determine the single rate of return that 
was used as the discount rate. The blended discount rate of 4.13 percent, which represents the long-term 
expected rate of return of 7.45 percent for the funded benefit payments and the Bond Buyer 20-year 
municipal bond rate of 3.58 percent for the unfunded benefit payments, was used to measure the total 
OPEB liability as of June 30, 2017.  A blended discount rate of 3.26 percent which represents the long term 
expected rate of return of 7.75 percent for the funded benefit payments and the Bond Buyer 20-year 
municipal bond rate of 2.85 percent for the unfunded benefit payments was used to measure the total 
OPEB liability at June 30, 2016. 
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 
Actuarial Assumptions – STRS 
 
Sensitivity of the Academy’s Proportionate Share of the Net OPEB Liability to Changes in the Discount 
and Health Care Cost Trend Rate The following table represents the net OPEB liability as of June 30, 2017, 
calculated using the current period discount rate assumption of 4.13 percent, as well as what the net 
OPEB liability would be if it were calculated using a discount rate that is one percentage point lower (3.13 
percent) or one percentage point higher (5.13 percent) than the current assumption. Also shown is the 
net OPEB liability as if it were calculated using health care cost trend rates that are one percentage point 
lower or one percentage point higher than the current health care cost trend rates. 
 

Current
1% Decrease Discount Rate 1% Increase

(3.13%) (4.13%) (5.13%)
Academy's proportionate share
  of the net OPEB liability $651,343 $485,178 $353,852

 

Current
1% Decrease Trend Rate 1% Increase

Academy's proportionate share
  of the net OPEB liability $337,081 $485,178 $680,091  

 
 
NOTE 12 - CONTINGENCIES 
 
Grants -The Academy received financial assistance from federal and state agencies in the form of grants. 
The disbursement of funds received under these programs generally requires compliance with terms and 
conditions specified in the grant agreements and are subject to audit by the grantor agencies. Any 
disallowed claims resulting from such audits could become a liability of the Academy. However, in the 
opinion of management, any such disallowed claims will not have a material adverse effect on the overall 
financial position of the Academy at June 30, 2018. 
 
Litigation - There are currently no matters in litigation with the Academy as defendant. 
 
Full-time Equivalency - Academy foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  

 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE did not perform such a review on the Academy for fiscal year 2018.  
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NOTE 12 – CONTINGENCIES (continued) 
 

As of the date of this report, additional ODE adjustments for fiscal year 2018 are not finalized.  As a result, 
the impact of future FTE adjustments on the fiscal year 2018 financial statements is not determinable, at 
this time. Management believes this may result in either an additional receivable to, or a liability of, the 
Academy. 
 
In addition, the Academy’s contracts with their Sponsor and Management Company require payment 
based on revenues received from the State.  As discussed above, additional FTE adjustments for fiscal year 
2018 are not finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 2018 
financial statements, related to additional reconciliation necessary with these contracts, is not 
determinable.  Management believes this may result in either an additional receivable to, or liability of, 
the Academy.   
 
NOTE 13 – BUILDING LEASES 

 
In November 2015, the Academy entered into a lease for facilities from Leavitt Road Properties LLC., for 
an initial term of 15 years. In 2018, the lease was revised by the landlord to let a portion of the building. 
The lease has an annual base rate of $210,500 annually for the first three years.  Rent expense paid in 
2018 was $210,500. 

Fiscal Year  
Ending June 30  Amount 

2019  $  162.000 
2020  162,000  
2021  175,500  
2022  175,500 
2023  175,500 

2024-2028  990,888 
2029-2031  892,344 

Total minimum lease payments 
         
$2,733,732  

 
NOTE 14 - SPONSOR 
 
The Academy was approved for operation under a contract with St. Aloysius Orphanage (the Sponsor) for 
a period of five academic years commencing July 1, 2005. Subsequent to June 2010, the contract was 
extended for two five year terms through June 30, 2020. As part of this contract, the Sponsor is entitled 
to 3% of the total state foundation funds. Total amount due and paid for fiscal year 2017 was $125,817. 
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NOTE 15 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES 
 
The Academy entered into an agreement with Accel Schools, a management company, to provide legal, 
financial, and other management support services for fiscal year 2018. The agreement was for a period of 
five years beginning July 1, 2017. Management fees are calculated as 12.5% of the Academy’s State Revenue, 

plus $20,000 for managing Federal Funds. The total amount due from the Academy for the fiscal year ending 
June 30, 2018 was $544,695 and is included under “Purchased Services” on the Statement of Revenues, 
Expenses and Changes in Net Position. 
 

Also per the management agreement there are expenses that will be billed to the Academy based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of Accel employees working in 
at the Academy and other costs related to providing education and administrative services. The total amount 
billed to the Academy inclusive of management fees during fiscal year 2018 was $2,672,426. 
 
The following table represents a summary of the management company expenses during fiscal year 2018: 
 

 
 

Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro-rated based on full 
time equivalent (FTE) head count as of June 30, 2018 by each school it manages. 
 
NOTE 16 - IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES AND RESTATEMENT OF NET 
POSITION  
 
For the fiscal year ended June 30, 2018, the Academy has implemented Governmental Accounting Standards 
Board (GASB) Statement No. 75, Accounting and Financial reporting for Postemployment Benefits other than 
Pensions, GASB Statement No. 81, Irrevocable Split-Interest Agreements, GASB Statement No. 85, Omnibus 
2017 and GASB Statement No. 86, Certain Debt Extinguishments. 
 
GASB Statement No. 75 requires recognition of the entire net postemployment benefits other than pensions 
(other postemployment benefits or OPEB) liability and a more comprehensive measure of postemployment 
benefits expense for OPEB provided to the employees of state and local governmental employers through 
OPEB plans that are administered through trusts or equivalent arrangements. The implementation of GASB 
Statement No. 75 resulted in the inclusion of net OPEB liability and OPEB expense components on the accrual 
financial statements.  See below for the effect on net position as previously reported. 
 
 

Lorain Preparatory Academy

Regular 
Instruction

(1100 Function 
Codes)

Special 
Instruction

(1200 Function 
Codes)

Support 
Services

(2000 Function 
Codes)

Non-Instructional 
(3000 through 
7000 Function 

Codes)

Total

Direct Expenses: 
Salaries & Wages (100 Object Codes) 1,402,918$     229,471$        362,537$        -$                     1,994,926$ 
Employees’ Benefits (200 Object Codes) 75,858            12,321            25,012            -                       113,191      
Professional & Technical Services (410 Object Codes) -                  -                  564,088          -                       564,088      
Supplies (500 Object Codes) 23,990            -                  12,358            -                       36,348        
Other Direct Costs (All Other Object Codes) -                  -                  6,738              -                       6,738          
Indirect Expenses: 
Overhead -                  -                  487,955          -                       487,955      
  
Total Expenses 1,502,766$     241,792$        1,458,688$     -$                     3,203,246$ 

Attachment 26: Audited Financial Statements Page 3997



LORAIN PREPARATORY ACADEMY - LORAIN COUNTY, OHIO 
 

NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2018  
 

44 
 

NOTE 16 - IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES AND RESTATEMENT OF NET 
POSITION (continued) 
 
GASB Statement No. 81 requires that a government that receives resources pursuant to an irrevocable split-
interest agreement recognize assets, liabilities, and deferred inflows of resources at the inception of the 
agreement. Furthermore, it requires that a government recognize assets representing its beneficial interest 
in irrevocable split-interest agreements that are administered by a third party, if the government controls 
the present service capacity of the beneficial interests. This Statement also requires that a government 
recognize revenue when the resources become applicable to the reporting period.  The implementation of 
GASB Statement No. 81 did not have an effect on the financial statements of the Academy. 
 
GASB Statement No. 85 addresses a variety of topics including issues related to blending component units, 
goodwill, fair value measurement and application, and postemployment benefits. These changes were 
incorporated in the Academy’s fiscal year 2018 financial statements; however, there was no effect on 
beginning net position.  
 
GASB Statement No. 86 addresses the reporting and disclosure requirements of certain debt extinguishments 
including in-substance defeasance transactions and prepaid insurance associated with debt that is 
extinguished. The implementation of GASB Statement No. 86 did not have an effect on the financial 
statements of the Academy. 
 

Net Position June 30, 2017 (2,491,244)$ 

Adjustments:
Net OPEB liability (643,223)       
Deferred Outflow - Payments Subsequent to Measurement Date 2,183              

Restated Net Position June 30, 2017 (3,132,284)$ 

 
Other than employer contributions subsequent to the measurement date, the Academy made no 
restatement for deferred inflows/outflows of resources as the information needed to generate these 
restatements was not available.
 
NOTE 17 - MANAGEMENT PLAN 
 
For fiscal year 2018, the Academy had a net position deficit of $(1,607,258), which includes the impact of net 
pension/OPEB liabilities and related accruals. The Academy’s net deficit in fiscal year 2018 improved from 
the $(3,132,284) restated net deficit in fiscal 2017. Enrollment decreased in fiscal year 2018 to 508, up from 
343 in fiscal year 2017.  The Academy’s ability to maintain a stable administrative and instructional team 
along with active advertising via print, radio, mailings and through referrals of current parents is anticipated 
to help produce the likelihood of future enrollment growth leading to surpluses and provide an opportunity 
for the Academy to recover from its prior deficits. 
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2018 2017 2016 2015 2014

Academy's Proportion of the Net Pension Liability 0.00349650% 0.00361050% 0.00397440% 0.00232500% 0.00232500%

Academy's Proportionate Share of the Net Pension Liability 208,908$        264,255$       226,783$        117,667$        138,260$        

Academy's Covered-Employee Payroll 106,329$        116,400$       119,649$        68,232$          39,645$          

Academy's Proportionate Share of the Net Pension Liability 196.47% 227.02% 189.55% 172.45% 348.74%

as a Percentage of its Covered-Employee Payroll

Plan Fiduciary Net Position as a Percentage of the 69.50% 62.98% 69.16% 71.70% 65.52%

Total Pension Liability

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional years' will be 

 displayed as it becomes available.

Amounts presented as of the Academy's measurement date which is the prior fiscal period end.

 
 

See accompanying notes to the required supplementary information 
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2018 2017 2016 2015 2014

Academy's Proportion of the Net Pension Liability 0.01243525% 0.01020928% 0.00852806% 0.00522397% 0.00522397%

Academy's Proportionate Share of the Net Pension Liability 2,954,020$       3,417,354$       2,356,906$     1,270,650$     1,513,590$     

Academy's Covered Payroll 1,367,107$       1,010,450$       889,757$        574,800$        470,431$        

Academy's Proportionate Share of the Net Pension Liability 216.08% 338.20% 264.89% 221.06% 321.75%

as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 75.30% 66.80% 72.10% 74.70% 69.30%

Total Pension Liability

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional years' will be 

 displayed as it becomes available.

Amounts presented as of the Academy's measurement date which is the prior fiscal period end.

 
 

See accompanying notes to the required supplementary information 
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2018 2017 2016 2015 2014

Contractually Required Contribution 28,446$    14,886$    16,296$    15,769$    9,457$      

Contributions in Relation to the Contractually 

Required Contribution (28,446)$   (14,886)$   (16,296)$   (15,769)$   (9,457)$     

Contribution Deficiency (Excess) -$          -$          -$          -$          -$          

Academy's Covered Payroll 210,711$   106,329$   116,400$   119,649$   68,232$    

Contributions as a Percentage of

Covered Payroll 13.50% 14.00% 14.00% 13.18% 13.86%  
 

 
 

2013 2012 2011 2010 2009

Contractually Required Contribution 5,487$      5,494$    4,921$    5,503$    4,244$    

Contributions in Relation to the Contractually 

Required Contribution (5,487)$     (5,494)$   (4,921)$   (5,503)$   (4,244)$   

Contribution Deficiency (Excess) -$          -$        -$        -$        -$        

Covered Payroll 39,645$    40,847$  39,148$  40,642$  43,130$  

Contributions as a Percentage of

Covered Payroll 13.84% 13.45% 12.57% 13.54% 9.84%  
 
 
 

See accompanying notes to the required supplementary information 
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2018 2017 2016 2015 2014

Contractually Required Contribution 250,868$    191,395$    141,463$    124,566$    74,724$      

Contributions in Relation to the Contractually 

Required Contribution (250,868)$   (191,395)$   (141,463)$   (124,566)$   (74,724)$     

Contribution Deficiency (Excess) -$           -$           -$           -$           -$           

Academy's Covered Payroll 1,791,914$  1,367,107$  1,010,450$  889,757$    574,800$    

Contributions as a Percentage of

Covered Payroll 14.00% 14.00% 14.00% 14.00% 13.00%

 
 

 
2013 2012 2011 2010 2009

Contractually Required Contribution 61,156$      66,340$    65,820$    72,837$    70,895$    

Contributions in Relation to the Contractually 

Required Contribution (61,156)$     (66,340)$   (65,820)$   (72,837)$   (70,895)$   

Contribution Deficiency (Excess) -$           -$          -$          -$          -$          

Academy's Covered Payroll 470,431$    510,308$   506,308$   560,285$   545,346$   

Contributions as a Percentage of

Covered Payroll 13.00% 13.00% 13.00% 13.00% 13.00%

 
 
 

See accompanying notes to the required supplementary information 
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2018 2017

Academy's Proportion of the Net OPEB Liability 0.00335730% 0.00341108%

Academy's Proportionate Share of the Net OPEB Liability 90,101$            97,228$            

Academy's Covered Payroll 106,329$          116,400$          

Academy's Proportionate Share of the Net OPEB Liability 84.74% 83.53%

as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 12.46% 11.49%

Total OPEB Liability

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 

 and additional years' will be displayed as it becomes available.

Amounts presented as of the Academy's measurement date which is the prior fiscal period end.

 
See accompanying notes to the required supplementary information 
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2018 2017

Academy's Proportion of the Net OPEB Liability 0.01243525% 0.01020928%

Academy's Proportionate Share of the Net OPEB Liability 485,178$          545,995$          

Academy's Covered Payroll 1,367,107$       1,010,450$       

Academy's Proportionate Share of the Net OPEB Liability 35.49% 54.03%

as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 47.10% 37.30%

Total OPEB Liability

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 

 and additional years' will be displayed as it becomes available.

Amounts presented as of the Academy's measurement date which is the prior fiscal period end.

 
 

See accompanying notes to the required supplementary information 
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2018 2017 2016 2015 2014

Contractually Required Contribution 2,583$      2,183$      663$         981$         513$         

Contributions in Relation to the Contractually 

Required Contribution (2,583)$     (2,183)$     (663)$        (981)$        (513)$        

Contribution Deficiency (Excess) -$          -$          -$          -$          -$          

Academy's Covered Payroll 210,711$   106,329$   116,400$   119,649$   68,232$    

OPEB Contributions as a Percentage of

Covered Payroll 1.23% 2.05% 0.57% 0.82% 0.75%  
 
 

 
2013 2012 2011 2010 2009

Contractually Required Contribution 310$         238$       596$       215$       1,937$    

Contributions in Relation to the Contractually 

Required Contribution (310)$        (238)$      (596)$      (215)$      (1,937)$   

Contribution Deficiency (Excess) -$          -$        -$        -$        -$        

Covered Payroll 39,645$    40,847$  39,148$  40,642$  43,130$  

OPEB Contributions as a Percentage of

Covered Payroll 0.78% 0.58% 1.52% 0.53% 4.49%  
 
 
 

See accompanying notes to the required supplementary information 
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2018 2017 2016 2015 2014

Contractually Required Contribution -$            -$            -$            -$          5,748$      

Contributions in Relation to the Contractually 

Required Contribution -$            -$            -$            -$          (5,748)$     

Contribution Deficiency (Excess) -$            -$            -$            -$          -$          

Academy's Covered Payroll 1,791,914$  1,367,107$  1,010,450$  889,757$   574,800$   

OPEB Contributions as a Percentage of

Covered Payroll 0.00% 0.00% 0.00% 0.00% 1.00%  
 
 
 

2013 2012 2011 2010 2009

Contractually Required Contribution 4,704$      5,103$       5,063$       5,603$       5,453$       

Contributions in Relation to the Contractually 

Required Contribution (4,704)$     (5,103)$      (5,063)$      (5,603)$      (5,453)$      

Contribution Deficiency (Excess) -$          -$          -$          -$          -$          

Covered Payroll 470,431$   510,308$   506,308$   560,285$   545,346$   

OPEB Contributions as a Percentage of

Covered Payroll 1.00% 1.00% 1.00% 1.00% 1.00%  
 
 
 

See accompanying notes to the required supplementary information 
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Net Pension Liability  
 
Changes of benefit terms - SERS:  
 
There were no changes in benefit terms from the amounts reported for fiscal years 2014-2018. 
 
The following changes were made to the benefit terms in 2018 as identified: The COLA was changed from 
a fixed 3.00% to a COLA that is indexed to CPI-W not greater than 2.5% with a floor of 0% beginning 
January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has enacted a 
three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in assumptions - SERS:  
 
There were no changes in methods and assumptions used in the calculation of actuarial determined 
contributions for fiscal years 2014-2016 and 2018. For fiscal year 2018, the following changes of 
assumptions affected the total pension liability since the prior measurement date: (a) the assumed rate 
of inflation was reduced from 3.25% to 3.00%, (b) payroll growth assumption was reduced from 4.00% to 
3.50%, (c) assumed real wage growth was reduced from 0.75% to 0.50%, (d) Rates of withdrawal, 
retirement and disability were updated to reflect recent experience, (e) mortality among active members 
was updated to RP-2014 Blue Collar Mortality Table with fully generational projection and a five year age 
set-back for both males and females, (f) mortality among service retired members, and beneficiaries was 
updated to the following RP-2014 Blue Collar Mortality Table with fully generational projection with Scale 
BB, 120% of male rates, and 110% of female rates and (g) mortality among disable member was updated 
to RP-2000 Disabled Mortality Table, 90% for male rates and 100% for female rates, set back five years is 
used for the period after disability retirement (h) change in discount rate from 7.75% to 7.5%.   

 
Changes in benefit terms - STRS:  
 
There were no changes in benefit terms from the amounts reported for fiscal years 2014-2017. Effective 
for fiscal year 2018, the cost of living adjustment (COLA) was reduced to zero. 
 
Changes in assumptions - STRS:  
 
There were no changes in methods and assumptions used in the calculation of actuarial determined 
contributions for fiscal years 2014-2018.  For fiscal year 2018, the following changes of assumptions 
affected the total pension liability since the prior measurement date: (a) inflation assumption lowered 
from 2.75% to 2.50%, (b) investment return assumption lowered from 7.75% to 7.45%, (c) total salary 
increases rates lowered by decreasing the merit component of the individual salary increases, as well as 
by 0.25% due to lower inflation, (d) payroll growth assumption lowered to 3.00%, (e) updated the healthy 
and disable mortality assumption to the “RP-2014” mortality tables with generational improvement scale 
MP-2016, (f) rates of retirement, termination and disability were modified to better reflect anticipated 
future experience.  
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Net OPEB Liability  
  
Changes in Assumptions – SERS  
  
Amounts reported for fiscal year 2018 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability as presented below:  
  
Municipal Bond Index Rate: 
    Fiscal year 2018          3.56 percent 
    Fiscal year 2017         2.92 percent 
Single Equivalent Interest Rate, net of plan investment expense, 
 including price inflation 
    Fiscal year 2018          3.63 percent 
    Fiscal year 2017         2.98 percent 
  
Changes in Assumptions – STRS  
  
For fiscal year 2018, the discount rate was increased from 3.26 percent to 4.13 percent based on the 
methodology defined under GASB Statement No. 74, Financial Reporting for Postemployment Benefit 
Plans Other Than Pension Plans (OPEB) and the long term expected rate of return was reduced from 7.75 
percent to 7.45 percent. Valuation year per capita health care costs were updated, and the salary scale 
was modified. The percentage of future retirees electing each option was updated based on current data 
and the percentage of future disabled retirees and terminated vested participants electing health 
coverage were decreased. The assumed mortality, disability, retirement, withdrawal and future health 
care cost trend rates were modified along with the portion of rebated prescription drug costs.  
  
Also, for fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. 
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December 28, 2018

To the Board of Directors
Lorain Preparatory Academy
Lorain County, Ohio
4125 Leavitt Road
Lorain, Ohio 44053

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the Lorain Preparatory Academy, Lorain 
County, Ohio (the “Academy”) as of and for the year ended June 30, 2018, and the related notes to the financial 
statements, which collectively comprise the Academy’s basic financial statements, and have issued our report 
thereon dated December 28, 2018, in which we noted the Academy restated their net position to account for the 
implementation of Governmental Accounting Standard Board (GASB) Statement No. 75, “Accounting and 
Financial reporting for Postemployment Benefits other than Pensions”, and the Academy has suffered recurring 
losses from operations and has a net position deficit of $1,607,258, including the net effect of net pension liability, 
net OPEB liability and related accruals totaling $1,547,775, that raises substantial doubt about its ability to 
continue as a going concern.

Internal Control over Financial Reporting

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

A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance. 
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Lorain Preparatory Academy 
Independent Auditor’s Report on Internal Control over Financial Reporting 
   and on Compliance and Other Matters Based on an Audit of 
   Financial Statements Performed in Accordance with 

Government Auditing Standards
Page 2 of 2

Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified.

Compliance and Other Matters

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

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose.

Cambridge, Ohio
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December 28, 2018

To the Board of Directors
Lorain Preparatory Academy
Lorain County, Ohio
4125 Leavitt Road
Lorain, Ohio 44053

Independent Auditor’s Report on Compliance for Each Major Federal 
Program and Report on Internal Control over Compliance

Required by the Uniform Guidance

Report on Compliance for Each Major Federal Program

We have audited the Lorain Preparatory Academy’s, Lorain County, Ohio (the “Academy”) compliance 
with the types of compliance requirements described in the OMB Compliance Supplement that could have 
a direct and material effect on each of the Academy’s major federal programs for the year ended June 30, 
2018. The Academy’s major federal programs are identified in the summary of auditor’s results section of 
the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and conditions 
of its federal awards applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the Academy’s major federal 
programs based on our audit of the types of compliance requirements referred to above. We conducted 
our audit of compliance in accordance with auditing standards generally accepted in the United States of 
America; the standards applicable to financial audits contained in Government Auditing Standards, issued 
by the Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of 
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit 
Requirements for Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance 
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance 
with the types of compliance requirements referred to above that could have a direct and material effect 
on a major federal program occurred. An audit includes examining, on a test basis, evidence about the 
Academy’s compliance with those requirements and performing such other procedures as we considered 
necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major 
federal program. However, our audit does not provide a legal determination of the Academy’s
compliance.
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Lorain Preparatory Academy
Independent Auditor’s Report on Compliance for Each Major Federal Program and

Report on Internal Control over Required by the Uniform Guidance
Page 2 of 2

Opinion on Each Major Federal Program

In our opinion, the Academy complied, in all material respects, with the types of compliance requirements 
referred to above that could have a direct and material effect on each of its major federal programs for the 
year ended June 30, 2018.

Report on Internal Control over Compliance

Management of the Academy is responsible for establishing and maintaining effective internal control 
over compliance with the types of compliance requirements referred to above. In planning and performing 
our audit of compliance, we considered the Academy’s internal control over compliance with the types of 
requirements that could have a direct and material effect on each major federal program to determine the 
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on 
compliance for each major federal program and to test and report on internal control over compliance in 
accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on the 
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the 
effectiveness of the Academy’s internal control over compliance.

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

Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over 
compliance that might be material weaknesses or significant deficiencies. We did not identify any 
deficiencies in internal control over compliance that we consider to be material weaknesses. However, 
material weaknesses may exist that have not been identified.

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

Cambridge, Ohio
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CFDA # Grant Year Expenses
Total Provided to 

Subrecipients

U. S. Department of Education

Passed Through Ohio Department of Education:

Title I 84.010 2018 327,660$              -$                       

Special Education Cluster:
IDEA Part B 84.027 2018 83,746                   -                         

Total Special Education Cluster 83,746                   -                         

Title IV-A Student Support and Academic Enrichment Grant 84.424A 2018 9,900                     

Title II-A Improving Teacher Quality 84.367 2018 37,239                   -                         

Total U.S. Department of Education 458,545                 -                         

U. S. Department of Agriculture

Passed Through the Ohio Department of Education:

Child Nutrition Cluster:
Cash Assistance:

School Breakfast Program 10.553 2018 124,978                 -                         
National School Lunch Program 10.555 2018 230,628                 -                         
Total Child Nutrition Cluster 355,606                 -                         

Total U.S. Department of Agriculture 355,606                 -                         

TOTAL FEDERAL FINANCIAL ASSISTANCE 814,151$              -$                       

LORAIN PREPARATORY ACADEMY
LORAIN COUNTY, OHIO

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2018

Federal Grantor/ Pass-Through Grantor/ Program Title
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NOTE A - BASIS OF PRESENTATION

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

NOTE C - TRANSFERS

CFDA Number / Grant Title Grant Year Transfer Out Transfer In
84.010 Title I 2017 12,685$                 
84.010 Title I 2018 12,685$                 
84.367 Title II-A Improving Teacher Quality 2017 1,943                     
84.367 Title II-A Improving Teacher Quality 2018 1,943                     

14,628$                 14,628$                 

NOTE D - CHILD NUTRITION CLUSTER

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures are recognized following the cost principles
contained in the Uniform Guidance, wherein certain types of expenditures may or may not be allowable or may be limited as to reimbursement. The
Academy has elected not to use the 10-percent de minimus indirect cost rate as allowed under the Uniform Guidance.

The Academy generally must spend Federal assistance within 15 months of receipt. However, with Ohio Department of Education (ODE) approval,
an Academy can transfer (carryover) unspent Federal assistance to the succeeding year, thus allowing the Academy a total of 27 months to spend the
assistance. During fiscal year 2018, the ODE authorized the following transfers:

The Academy commingles cash receipts from the U.S. Department of Agriculture with similar State Grants. When reporting expenditures on this
Schedule, the Academy assumes it expends federal monies first. 

LORAIN PREPARATORY ACADEMY
LORAIN COUNTY, OHIO

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
2 CFR 200.510(B)(6)

FOR THE FISCAL YEAR ENDED JUNE 30, 2018

The accompanying Schedule of Expenditures of Federal Awards (the Schedule) includes the federal award activity of Lorain Preparatory Academy,
Lorain County, Ohio (the Academy) under programs of the federal government for the year ended June 30, 2018. The information on this Schedule is
prepared in accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Because the Schedule presents only a selected portion of the operations
of the Academy, it is not intended to and does not present the financial position, changes in net position, or cash flows of the Academy. 
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LORAIN PREPARATORY ACADEMY
LORAIN COUNTY, OHIO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
2 CFR §200.515
JUNE 30, 2018

1.  SUMMARY OF AUDITOR'S RESULTS

(d) (1) (i) Type of Financial Statement
Opinion

Unmodified

(d) (1) (ii) Were there any material weaknesses in 
internal control reported at the financial 
statement level (GAGAS)?

No

(d) (1) (ii) Were there any significant deficiencies in 
internal control reported at the financial
statement level (GAGAS)?

None Reported

(d) (1) (iii) Was there any reported material 
noncompliance at the financial statement 
level (GAGAS)?

No

(d) (1) (iv) Were there any material weaknesses in 
internal control reported for major federal 
programs?

No

(d) (1) (iv) Were there any significant deficiencies in 
internal control reported for major federal 
programs?

None Reported

(d) (1) (v) Type of Major Programs’ Compliance 
Opinion Unmodified

(d) (1) (vi) Are there any reportable findings under 2 
CFR § 200.516(a)? No

(d) (1) (vii) Major Programs (list):

Child Nutrition Cluster CFDA # 10.553/10.555

(d) (1) (viii)
Dollar Threshold: Type A/B Programs Type A: > $750,000

Type B: All others

(d) (1) (ix) Low Risk Auditee under 2 CFR §200.520? No

2.   FINDINGS RELATED TO THE FINANCIAL STATEMENTS
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS

  
None were noted.

3.   FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS

None were noted.
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Board of Trustees 
Lorain Preparatory Academy 
3038 Leavitt Road  
Lorain, Ohio 44053 
 
 
We have reviewed the Independent Auditor’s Report of the Lorain Preparatory Academy, Lorain 
County, prepared by Rea & Associates, Inc., for the audit period July 1, 2016 through June 30, 
2017.  Based upon this review, we have accepted these reports in lieu of the audit required by 
Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying financial 
statements and, accordingly, we are unable to express, and do not express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Lorain Preparatory Academy is responsible for 
compliance with these laws and regulations. 
 
 
 
 
 
 
 
 
Dave Yost 
Auditor of State 
 
February 15, 2018 
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December 26, 2017 
 
To the Board of Directors 
Lorain Preparatory Academy 
Lorain County, Ohio 
4125 Leavitt Road 
Lorain, Ohio 44053 
 
 

INDEPENDENT AUDITOR'S REPORT 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Lorain Preparatory Academy, Lorain 
County, Ohio, (the “Academy”) as of and for the year ended June 30, 2017, and the related notes to the 
financial statements, which collectively comprise the Academy’s basic financial statements as listed in the 
table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the Academy’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Academy’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion 
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Lorain Preparatory Academy  
Independent Auditor’s Report 
Page 2 of 3 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Academy as of June 30, 2017, and the changes in its financial position and its 
cash flows for the year then ended in accordance with accounting principles generally accepted in the 
United States of America. 
 
Emphasis of a Matter  
 
The accompanying financial statements have been prepared assuming the Academy will continue as a 
going concern. As disclosed in Note 16 to the financial statements, the Academy has previously suffered 
recurring losses from operations and has a net position deficit of $2,491,244 that raises substantial doubt 
about its ability to continue as a going concern. This deficit net position includes the effect of the net 
pension liability and related accruals totaling $2,034,721. Note 16 describes management’s plan regarding 
these issues. The financial statements do not include any adjustments that might result from the outcome 
of this uncertainty. Our opinion is not modified with respect to this matter. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis and the Schedule of the Academy's Proportionate Share of the Net Pension 
Liability, and Schedule of the Academy’s Contributions on pages 4-8, 33-34, and 35-36, respectively, be 
presented to supplement the basic financial statements. Such information, although not a part of the basic 
financial statements, is required by the Governmental Accounting Standards Board who considers it to be 
an essential part of financial reporting for placing the basic financial statements in an appropriate 
operational, economic, or historical context. We have applied certain limited procedures to the required 
supplementary information in accordance with auditing standards generally accepted in the United States 
of America, which consisted of inquiries of management about the methods of preparing the information 
and comparing the information for consistency with management’s responses to our inquiries, the basic 
financial statements, and other knowledge we obtained during our audit of the basic financial statements. 
We do not express an opinion or provide any assurance on the information because the limited procedures 
do not provide us with sufficient evidence to express an opinion or provide any assurance.  
 
Other Information 
 
Our audit was conducted for the purpose of forming an opinion on the financial statements that 
collectively comprise the Academy’s basic financial statements. The Schedule of Expenditures of Federal 
Awards, as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative 
Requirements, Cost Principles, and Audit Requirements for Federal Awards is presented for purposes of 
additional analysis and is not a required part of the basic financial statements. 
 
The Schedule of Expenditures of Federal Awards is the responsibility of management and was derived 
from and relates directly to the underlying accounting and other records used to prepare the basic 
financial statements. Such information has been subjected to the auditing procedures applied in the audit 
of the basic financial statements and certain additional procedures, including comparing and reconciling  
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such information directly to the underlying accounting and other records used to prepare the basic 
financial statements or to the basic financial statements themselves, and other additional procedures in 
accordance with auditing standards generally accepted in the United States of America. In our opinion, 
the Schedule of Expenditures of Federal Awards is fairly stated, in all material respects, in relation to the 
basic financial statements as a whole. 
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated December 26, 
2017 on our consideration of the Academy’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on internal control 
over financial reporting or on compliance. That report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the Academy’s internal control over 
financial reporting and compliance. 
 
 
 
 
 

Cambridge, Ohio 
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The discussion and analysis of the Lorain Preparatory Academy’s (the “Academy”) financial performance 
provides an overall review of the Academy’s financial activities for the fiscal year ended June 30, 2017. 
The intent of this discussion and analysis is to look at the Academy’s financial performance as a whole.  
Readers should also review the financial statements and notes to the financial statements to enhance 
their understanding of the Academy’s financial performance. The first year of the Academy’s operations 
was 2007. The Academy began accepting students and community school foundation revenue in 
December of 2006.  

 
FINANCIAL HIGHLIGHTS 
 

 Net position decreased $237,555.  

 Total revenue decreased from $4,373,847 in fiscal year 2016 to $3,750,447 in fiscal year 2017. 

 Operating expenses increased from $3,105,760 in fiscal year 2016 to $3,925,685 in fiscal year 
2017. 
 

OVERVIEW OF FINANCIAL STATEMENTS 
 
The financial report consists of three parts: the required supplemental information, the basic financial 
statements, and the notes to the financial statements.  These statements are organized so the reader can 
understand the financial position of the Academy. Enterprise accounting uses a flow of economic 
resources measurement focus. With this measurement focus, all assets and deferred outflows of 
resources and all liabilities and deferred inflows of resources are included on the statement of net 
position. The statement of net position represents the statement of position of the Academy.  The 
statement of revenues, expenses, and changes in net position presents increases (e.g., revenues) and 
decreases (e.g., expenses) in net position.  The statement of cash flows reflects how the Academy finances 
and meets its cash flow needs.  Finally, the notes to the basic financial statements provide additional 
information that is essential to a full understanding of the data provided on the basic financial statements. 
 

FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE 
 
The Academy is not required to present government-wide financial statements as the Academy is engaged 
in only business-type activities. Therefore, no condensed financial information derived from 
governmental-wide financial statements is included in the discussion and analysis. 
 
The following tables represent a summary the Academy’s condensed financial information derived from 
the statement of net position and the statement of revenues, expenses and changes in net position. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The following table provides a summary of the Academy’s nets position for 2017 as compared to 2016: 
 

Table 1 
Statement of Net Position 

2017 2016

Assets:

Current Assets:

     Cash and Cash Equivalents 94,897$              86,826$            

      Accounts Receivable 8,525                  5,862                

      Intergovernmental Receivable 64,672                79,159              

      Prepaid Expense -                      26,542              

Total Assets 168,094              198,389            

Noncurrent Assets:

  Capital Assets, net of Accumulated Depreciation 120,523              112,352            

      Total Noncurrent Assets 120,523              112,352            

Total Assets 288,617              310,741            

Deferred Outflows of Resources 1,661,891           1,091,205         

Liabilities:

Current Liabilities:

      Accounts Payable, Trade 101,946              61,420              

      Accounts Payable, Related Party 190,314              126,490            

      School Fundraiser -                      660                   

      Accrued Expenses 5,879                  48,427              

      Advances Payable 165,000              479,600            

Total Current Liabilities 463,139              716,597            

Noncurrent Liabilities: 

  Net Pension Liability 3,681,609           2,583,689         

  Noncurrent Portion of Long-term Debt 282,001              300,000            

     Total Noncurrent Liabilities 3,963,610           2,883,689         

         Total Liabilities 4,426,749           3,600,286         

  Deferred Inflows of Resources 15,003                55,349              

Net Position:

  Invested in Capital Assets 120,523              112,352            

  Unrestricted Net Position (2,611,767)          (2,366,041)        

    Total Net Position (2,491,244)$        (2,253,689)$      

 
Results of fiscal year 2017 indicate an ending net position deficit of ($2,491,244), a decrease of $237,555 
over fiscal year 2016. Enrollment at the end of fiscal 2017 was 343 students as compared to 317 at the 
end of fiscal 2016. Enrollment as of November 2017 is 505. Lorain Preparatory Academy saw enrollment 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 

increases in both fiscal years 2016 and 2017.  The Academy expanded to incorporate the portion of the 
facility vacated by the Academy of Arts and Sciences. The enrollment capacity for the facility is 550. 
 
Under the standards required by GASB 68, the net pension liability equals the Academy’s proportionate 
share of each plan’s collective: 
 

1. Present value of estimated future pension benefits attributable to active and inactive employees’ 
past service  

2. Minus plan assets available to pay these benefits 
 

GASB notes that pension obligations, whether funded or unfunded, are part of the “employment 
exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, and the 
promise of a future pension.  GASB noted that the unfunded portion of this pension promise is a present 
obligation of the government, part of a bargained-for benefit to the employee, and should accordingly be 
reported by the government as a liability since they received the benefit of the exchange.  However, the 
Academy is not responsible for certain key factors affecting the balance of this liability.  In Ohio, the 
employee shares the obligation of funding pension benefits with the employer.  Both employer and 
employee contribution rates are capped by State statute.  A change in these caps requires action of both 
Houses of the General Assembly and approval of the Governor.  Benefit provisions are also determined 
by State statute.  The employee enters the employment exchange with the knowledge that the employer’s 
promise is limited not by contract but by law.  The employer enters the exchange also knowing that there 
is a specific, legal limit to its contribution to the pension system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension system as against the public employer.  State law operates 
to mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the employment exchange with notice as to the law.  The pension system is responsible for the 
administration of the plan.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability.  As explained above, changes in pension benefits, contribution rates, 
and return on investments affect the balance of the net pension liability, but are outside the control of 
the local government.  In the event that contributions, investment returns, and other changes are 
insufficient to keep up with required pension payments, State statute does not assign/identify the 
responsible party for the unfunded portion.  Due to the unique nature of how the net pension liability is 
satisfied, this liability is separately identified within the long-term liability section of the statement of net 
position. 
 
In accordance with GASB 68, the Academy’s statements prepared on an accrual basis of accounting 
include an annual pension expense for their proportionate share of each plan’s change in net pension 
liability not accounted for as deferred inflows/outflows. As a result of implementing GASB 68, the 
Academy is reporting a net pension liability and deferred inflows/outflows of resources related to pension 
on the accrual basis of accounting.   
 
Current year changes in deferred outflows/ inflows of resources and the net pension liability are the result 
of changes in accruals related to GASB 68. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The following table reflects the changes in net position for the fiscal year 2017 as compared to 2016: 
 

Table 2 
Statement of Revenues, Expenses, and Changes in Net Position 

 

Operating Revenues: 2017 2016

  State Aid 2,929,004$     2,583,814$      

  Miscellaneous -                  1,117               

     Total Operating Revenues 2,929,004       2,584,931        

Operating Expenses:

  Purchased Services 3,771,252       2,925,215        

  Depreciation 31,515            26,869             

  Supplies 112,964          119,868           

  Other Operating Expenses 9,954              33,808             

    Total Operating Expenses 3,925,685       3,105,760        

      Operating Loss (996,681)         (520,829)          

Nonoperating Revenues and Expenses:

  Debt Forgiveness -                  1,146,873        

  Federal and State Restricted Grants 821,443          642,043           

  Interest Expense (62,317)           (73,085)            

    Net Nonoperating Revenues and Expenses 759,126          1,715,831        

Change in Net Position (237,555)         1,195,002        

Net Position, Beginning of Year (2,253,689)      (3,448,691)       

Net Position, End of Year (2,491,244)$    (2,253,689)$     

 
At the onset of planning for the opening of the Academy, management and the board carefully calculated 
the costs and risks associated with offering a high quality educational program that would be competitive 
with the educational programs available at the traditional public schools and weighed those costs and 
risks against the enhanced educational opportunities that would be available to students.  Based on that  
analysis, the board and its management made the decision to make an investment in the future of the 
children of this community, not based on a plan that was expected to generate economic profits, but 
rather on a plan that is economically sustainable and that would generate dividends to the community in 
the form of enhanced opportunities for children and families.  Resources for the necessary programs came 
from delaying payment on invoices from the Academy’s management company for certain rent, 
management services, other operating expenses and invoices for payroll of the Academy’s staff. The 
increase in operating revenues and expenses is based on the increase in enrollment.  
 
State Aid increased in 2017 due to increased enrollment.  Non-Operating Revenues decreased in 2017 due 
to prior year recognition of debt forgiveness.  Purchased Services increased in 2017 due to growth in 
enrollment and the amount of expense recognized under GASB 68. 
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BUDGET 
 
Unlike other public schools located in the State of Ohio, community schools are not required to follow 
budgetary provision set forth in the Ohio Revised Code Chapter 5705, other than the development of a 
five-year forecast. The Academy’s contract with its sponsor also requires an annual financial plan. 
 

CAPITAL ASSETS 
 
At the end of fiscal year 2017, the Academy had $120,523 invested in capital assets (net of accumulated 
depreciation) for computers and software, furniture and equipment, and Leasehold Improvements. The 
following table shows fiscal year 2017 compared to 2016:  

2017 2016 Change

Furniture & Equipment 53,803$           $53,055 748$          

Leasehold Improvements 34,241             11,000          23,241       

Computer & Software 32,479             48,297 (15,818)      

Net Capital Assets 120,523$         $112,352 8,171$       

Capital Assets at June 30 (Net of Depreciation)

 
The increase represents current year additions less the annual depreciation charge. There were no asset 
disposals during the year.  For further information regarding the Academy’s capital assets, refer to Note 
5 of the basic financial statements.   

 
DEBT 
 
At June 30, 2017, the Academy had $165,000 in advances outstanding from Charter School capital which 
are due within one year. The Academy also had a Notes Payable to Accel Schools at June 30, 2017 in the 
amount $282,001. For further information regarding the Academy’s debt, refer to Note 6 and Note 7 to 
the basic financial statements. 
 

OPERATIONS 
 
Lorain Preparatory Academy is a public school established pursuant to Ohio Revised Code Chapter 3314. 
The Academy offers education for Ohio children in third through eighth grade.  The Academy is 
independent of any school district and is nonsectarian in its programs, admission policies, employment 
practices, and all other operations. The Academy may lease or acquire facilities as needed and contract 
for any services necessary for the operation of the Academy. 
 

REQUESTS FOR INFORMATION 
 
This financial report is designed to provide our citizens, taxpayers, investors and creditors with a general 
overview of the academy’s finances and to show the Academy’s accountability for the money it receives.  
If you have any questions concerning this report, please contact the Academy’s Fiscal Officer, C. David 
Massa, CPA of Massa Financial Solutions, LLC, 4125 Leavitt Rd, Lorain, Ohio 44503. 
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LORAIN PREPARATORY ACADEMY - LORAIN COUNTY, OHIO 

  
Statement of Net Position 

At June 30, 2017 

 

Assets:

Current Assets:

    Cash and Cash Equivalents 94,897$            

    Accounts Receivable 8,525

    Intergovernmental Receivable 64,672

      Total Current Assets 168,094

Noncurrent Assets:

  Capital Assets, net of Accumulated Depreciation 120,523

120,523

Total Assets 288,617            

Deferred Outflows of Resources 1,661,891         

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 101,946            

    Accounts Payable, Related Party 190,314            

    Accrued Expenses 5,879                 

    Advances Payable 165,000            

       Total Current Liabilities 463,139            

Noncurrent Liabilities:

  Net Pension Liability 3,681,609

  Noncurrent Portion of Long-term Debt 282,001

    Total Noncurrent Liabilities 3,963,610

       Total Liabilities 4,426,749

Deferred Inflows of Resources 15,003

Net Position:

  Invested in Capital Assets 120,523

  Unrestricted Net Position (2,611,767)

  Total Net Position (2,491,244)$     

See Accompanying Notes to the Basic Financial Statements  
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LORAIN PREPARATORY ACADEMY - LORAIN COUNTY, OHIO 

  
Statement of Revenues, 

Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2017 

 
 

Operating Revenues:

  State Aid 2,929,004$       

    Total Operating Revenues 2,929,004

Operating Expenses:

  Purchased Services 3,771,252

  Depreciation 31,515

  Supplies 112,964

  Other Operating Expenses 9,954

    Total Operating Expenses 3,925,685

      Operating Loss (996,681)

Non-Operating Revenues and Expenses:

  Federal and State Restricted Grants 821,443

  Interest Expense (62,317)             

    Net Non-operating Revenues and Expenses 759,126

Change in Net Position (237,555)           

Net Position Beginning of Year (2,253,689)        

Net Position End of Year (2,491,244)$     

See Accompanying Notes to the Basic Financial Statements  
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LORAIN PREPARATORY ACADEMY - LORAIN COUNTY, OHIO 

  
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2017 
 

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 2,929,004$             

Cash Payments to Suppliers for Goods and Services (3,322,261)              

Net Cash Used For Operating Activities (393,257)                 

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Charter School Capital Proceeds 1,663,600               

Charter School Capital Program Fees (55,023)                   

Charter School Capital Principal Payments (1,978,200)              

Note Payable Principal Payments (17,999)                   

Note Payable Interest Payments (7,294)                      

Federal and State Grant Receipts 835,930                  

Net Cash Provided By Noncapital Financing Activities 441,014                  

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Purchase of Capital Assets (39,686)                   

Net Cash Used For Capital and Related Financing Activities (39,686)                   

Net Increase in Cash and Cash Equivalents 8,071                       

Cash and Cash Equivalents - Beginning of the Year 86,826                     

Cash and Cash Equivalents - Ending of the Year 94,897$                  

 
 
 

       See Accompanying Notes to the Basic Financial Statements 
 
 
 
 
 
 
 
 
 

 
 
 
 
 

(Continued) 
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LORAIN PREPARATORY ACADEMY - LORAIN COUNTY, OHIO  
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2017 
(Continued) 

 

Reconciliation of Operating Loss to Net Cash Used For Operating Activities

Operating Loss (996,681)$               

Adjustments to Reconcile Operating Loss to Net Cash Used For Operating Activities

Depreciation 31,515                     

Changes in Assets, Liabilities, and Deferred Inflows and Outflows:

(Increase)/ Decrease in Receivables (2,663)                      

(Increase)/ Decrease in Deferred Outflows (570,686)                 

Increase/ (Decrease) in Deferred Inflows (40,346)                   

Increase/ (Decrease) in Net Pension Liability 1,097,920               

(Increase)/ Decrease in Prepaid Expense 26,542                     

Increase/ (Decrease) in Accounts Payable, Trade 40,526                     

Increase/ (Decrease) in Accounts Payable, Related Party 63,824                     

Increase/ (Decrease) in Accrued Expenses/ School Fundraiser (43,208)                   

Net Cash Used For Operating Activities (393,257)$               

 
 
See Accompanying Notes to the Basic Financial Statements 
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NOTE 1 – DESCRIPTION OF ACADEMY 
 
The Lorain Preparatory Academy (the “Academy”) is a nonprofit corporation established pursuant to Ohio 
Revised Code Chapter 3314. The Academy offers education for Ohio children in grades 3-8. The Academy 
is independent of any school district and is nonsectarian in its programs, admission policies, employment 
practices, and all other operations. The Academy may lease or acquire facilities as needed and contract 
for any services necessary for the operation of the Academy.  The Academy is a federally recognized 
501(c)(3) nonprofit corporation established pursuant to Ohio Revised Code Chapter 1702. 
 
The Academy was approved for operation under a contract with the St. Aloysius Orphanage (the Sponsor) 
for a period of five academic years commencing after July 1, 2005 and ending June 30, 2010. This contract 
was extended for two additional five academic years expiring June 30, 2020. The Sponsor is responsible 
for evaluating the performance of the Academy and has the authority to deny renewal of the contract at 
its expiration or terminate the contract prior to its expiration. 
 
The Academy operates under the direction of a Governing Board that consists of five individuals who are 
not owners or employees, or immediate relatives or owners or employees of any for-profit firm that 
operate or manage the Academy for the Governing Board. The Board is responsible for carrying out the 
provisions of the contract that include, but are not limited to, state-mandated provisions regarding 
student population, curriculum, academic goals, performance standards, admission standards, and 
qualifications of teachers. 
 
The Academy contracts with Accel Schools for management services including management of personnel 
and human resources, the program of instruction, technology, marketing, data management, purchasing, 
strategic planning, public relations, financial reporting, recruiting, compliance issues, budgets, contracts, 
and equipment and facilities.   
 

NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The financial statements of the Academy have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards 
Board (GASB) is the accepted standard-setting body for establishing governmental accounting and 
financial reporting principles. The more significant of the Academy’s accounting policies are described 
below. 
 
Basis of Presentation - The Academy’s basic financial statements consist of a statement of net position; a 
statement of revenues, expenses, and changes in net position; and a statement of cash flows. The 
Academy uses a single enterprise presentation for its financial records. Enterprise reporting focuses on 
the determination of operating income, changes in net position, financial position, and cash flows.   
 
Measurement Focus - The deferred outflows/inflows of resources are accounted for using a flow of 
economic resources measurement focus. All assets and deferred outflow of resources and liabilities and 
deferred inflow of resources associated with the operation of the Academy are included on the statement 
of net position. The statement of revenues, expenses, and changes in net position presents increases (e.g. 
revenues) and decreases (e.g. expenses) in net position.  The statement of cash flows reflects how the 
Academy finances meet its cash flow needs.  
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Basis of Accounting - Basis of accounting determines when transactions are recorded in the financial 
records and reported on the financial statements.  The Academy’s financial statements are prepared using 
the accrual basis of accounting. Revenue resulting from exchange transactions, in which each party gives 
and receives essentially equal value, is recorded on the accrual basis when the exchange takes place.  
Revenue resulting from nonexchange transactions, in which Academy receives value without directly 
giving equal value in return, such as grants and entitlements, are recognized in the period in which all 
eligibility requirements have been satisfied.   Eligibility requirements include timing requirements, which 
specify the period when the resources are required to be used or the period when use is first permitted, 
matching requirements, in which the Academy must provide local resources to be used for a specified 
purpose, and expenditure requirements, in which the resources are provided to the Academy on a 
reimbursement basis.  Expenses are recognized at the time they are incurred. 
 
Budgetary Process - Unlike other public schools located in the State of Ohio, community schools are not 
required to follow budgetary provision set forth in the Ohio Revised Code Chapter 5705, other than the 
development of a five-year forecast. The Academy’s contract with its sponsor also requires an annual 
financial plan.   
 
Cash and Cash Equivalents - Cash received by the Academy is reflected as “Cash and Cash Equivalents” 
on the statement of net position.  The Academy had no investments during the fiscal year ended June 30, 
2017. 
 
Prepaid Items - The Academy records payments made to vendors for services that will benefit periods 
beyond June 30, 2017, as prepaid items using the consumption method. A current asset for the prepaid 
amount is recorded at the time of the purchase and an expense is reported in the year in which services 
are consumed. 
 
Capital Assets - The Academy’s capital assets during fiscal year 2017 consisted of computers, leasehold 
improvements, furniture and other equipment.  All capital assets are capitalized at cost and updated for 
additions and retirements during the fiscal year.  Donated capital assets are recorded at their acquisition  
value as of the date received. The Academy maintains a capitalization threshold of one thousand five 
hundred dollars.  The Academy does not have any infrastructure. Improvements are capitalized. The costs 
of normal maintenance and repairs that do not add to the value of the asset or materially extend an asset’s 
life are not capitalized.   
 
All capital assets are depreciated over their remaining useful lives. Depreciation is computed using the 
straight-line method over the following useful lives:   
 

Description Useful Lives

Furniture & Equipment 5-20 years

Computers & Software 5 years

Leasehold Improvements Remaining Life of Lease
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Net Position - Net position represents the difference between assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources.  Net position is reported as restricted when there are 
limitations imposed on their use either through the enabling legislation adopted by the Academy or 
through external restrictions imposed by creditors, grantors, or laws or regulations of other governments.  
The Academy applies restricted resources first when an expense is incurred for purposes for which both 
restricted and unrestricted net position is available.  As of June 30, 2017, there were no net position 
restrictions. Net position invested in capital assets consist of capital assets minus accumulated 
depreciation. 
 

Operating Revenues and Expenses - Operating revenues are those revenues that are generated directly 
from the primary activity of the Academy. Operating expenses are necessary costs incurred to provide the 
service that is the primary activity of the Academy. All revenues and expenses not meeting this definition 
are reported as non-operating. 
 

Deferred Inflows and Deferred Outflows of Resources - In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of resources represent a consumption of net position that applies to a future period and will not be 
recognized as an outflow of resources (expense/expenditure) until then. For the Academy, deferred 
outflows of resources are reported on the statement of net position for pension. The deferred outflows 
of resources related to pension are explained in Note 10. 

 
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. These amounts are deferred and recognized as an inflow 
of resources in the period the amounts become available. Deferred inflows of resources related to pension 
are reported on the statement of net position. (See Note 10) 
 
Pensions - For purposes of measuring the net pension liability, deferred outflows of resources and 
deferred inflows of resources related to pensions and pension expense, information about the fiduciary 
net position of the pension plans and additions to/deletions from their fiduciary net position have been 
determined on the same basis as they are reported by the pension systems. For this purpose, benefit 
payments (including refunds of employee contributions) are recognized when due and payable in 
accordance with the benefit terms. The pension systems report investments at fair value. 
 
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from those estimates.  
 
Implementation of New Accounting Principles - For the fiscal year ended June 30, 2017, the Academy has 
implemented Governmental Accounting Standards Board (GASB) Statement No. 77, Tax Abatement 
Disclosures, GASB Statement No. 78, Pensions Provided through Certain Multiple-Employer Defined 
Benefit Pension Plans, GASB Statement No. 80, Blending Requirements for Certain Component Units - an 
amendment of GASB Statement No. 14 and GASB Statement No. 82, Pension Issues - an amendment of 
GASB Statements No. 67, No. 68, and No. 73. 
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Implementation of New Accounting Principles (continued) 
 
GASB Statement No. 77 requires disclosure of tax abatement information about (1) a reporting 
government’s own tax abatement agreements and (2) those that are entered into by other governments 
and that reduce the reporting government’s tax revenues. The implementation of GASB Statement No. 
77 did not have an effect on the financial statements of the Academy.  
 
GASB Statement No. 78 amends the scope of GASB Statement No. 68 to exclude certain multiple-employer 
defined benefit pension plans provided to employees of state and local governments on the basis that 
obtaining the measurements and other information required by GASB Statement No. 68 was not feasible. 
The implementation of GASB Statement No. 78 did not have an effect on the financial statements of the 
Academy. 
 
GASB Statement No. 80 amends the blending requirements for the financial statement presentation of 
component units of all state and local governments. The additional criterion requires blending of a 
component unit incorporated as a not-for-profit corporation in which the primary government is the sole 
corporate member. The implementation of GASB Statement No. 80 did not have an effect on the financial 
statements of the Academy. 
 
GASB Statement No. 82 improves consistency in the application of pension accounting. These changes were 
incorporated in the Academy’s fiscal year 2017 financial statements; however, there was no effect on beginning net 
position. 
 
NOTE 3 - DEPOSITS 
 
Custodial credit risk is the risk that, in the event of a bank failure, the Academy’s deposits may not be 
returned.  The Academy does not have a deposit policy for custodial credit risk.  At June 30, 2017, the 
book balance was $94,897 and the bank balance of Academy’s deposits was $102,598. The bank balance 
was covered by federal depository insurance.  There are no significant statutory restrictions regarding the 
deposit and investment of funds by the nonprofit corporation. 

 
NOTE 4 - RECEIVABLES 
 
At June 30, 2017, the Academy had intergovernmental receivables of $64,672. These receivables 
represent monies due from State Foundation payment, Title I, Title IIA, and School Counselor Grant, which 
was not received as of June 30, 2017. At June 30, 2017, the Academy also had accounts receivables in the 
amount of $8,525. These receivables represent monies for shared employee expense, which was not 
received as of June 30, 2017. The receivables are expected to be collected within one year.  
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NOTE 5 – CAPITAL ASSETS 
 
The capital asset activity for the fiscal year ended June 30, 2017, was as follows: 

 

NOTE 6 – ADVANCES PAYABLE 
 

In previous years, the Academy entered into an agreement with Charter School Capital to receive 

advances against its future foundation payments. The amount advanced in fiscal year 2017 was 

$1,663,600.  Total principal payments made during fiscal year end were $1,978,200. Total interest paid 

was $55,023.  
 
A summary of debt obligations for the Academy at June 30, 2017, is as follows: 
 

 
 
 
 
 
 
 
 
 

Balance Balance

06/30/16 Additions Deletions 06/30/17

Capital Assets:

Computers & Software 152,279$      -$                 -$               152,279$       

Furniture & Equipment 99,270         13,500          -                112,770         

Leasehold Improvements 12,000         26,186          -                38,186           

Total Capital Assets 263,549        39,686          -                303,235         

Less Accumulated Depreciation:

Computers & Software (103,982)       (15,818)         -                (119,800)        

Furniture & Equipment (46,215)        (12,752)         -                (58,967)          

Leasehold Improvements (1,000)          (2,945)          -                (3,945)           

Total Accumulated Depreciation (151,197)       (31,515)         -                (182,712)        

Total Capital Assets, Net 112,352$      8,171$          -$               120,523$       

Balance 

6/30/2016 Additions Reductions

Balance 

6/30/2017

Charter School Capital 479,600$        1,663,600$     (1,978,200)$   165,000$        
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NOTE 7 – LONG-TERM OBLIGATIONS 
 
The changes in the Academy’s long-term obligations during fiscal year 2017 were as follows:   
 

During the fiscal year ended June 30, 2016, the Academy negotiated with its new management company 
Accel Schools to reclassify certain related party accounts payable and long-term obligations held by the 
former management company, Mosaica Education into a single note in the amount of $300,000. Under 
this agreement, Accel forgave $1,146,873 worth of related party accounts payable and long-term 
obligations. During the current fiscal year, the Academy made early principal payments per a clause in the  
note that allows for early principal repayment. Principal payments in 2017 totaled $17,999 and interest 
payments totaled $7,294. 
 
The following table represents the Academy’s obligations under the note: 
 
 

 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 

Balance 

6/30/2016 Additions Reductions

Balance 

6/30/2017

Due within 

One Year

Net Pension Liability:

STRS 2,356,906$   1,060,448$    -$           3,417,354$       -$              

SERS 226,783        37,472          -             264,255           -                

Total Net Pension Liability 2,583,689     1,097,920       -             3,681,609         -                

Accel Schools - Notes Payable 300,000        -               (17,999)       282,001           -                

Total Long-Term Obligations 2,883,689$   1,097,920$    (17,999)$     3,963,610$       -$              

Year Ending June 30: Principal Interest

2018 -$                7,500$          

2019 -                 7,500            

2020 -                 7,500            

2021 -                 7,500            

2022 -                 7,500            

2023-2027 -                 37,500          

2028-2030 282,001          22,500          

Total 282,001$         97,500$        

Promissory Note
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NOTE 8 – RISK MANAGEMENT 
 
The Academy is exposed to various risks of loss related to torts; theft of, damage to, and destruction of 
assets; errors and omissions; injuries to employees; and natural disasters.  During fiscal year 2017, the 
Academy contracted with the Hartford Casualty Insurance Company.  
 
Settled claims have not exceeded this commercial coverage in the past three years and there have been 
no significant reductions in insurance coverage from the prior year. 

 
General Liability:  
   Each Occurrence $  1,000,000 
   Aggregate Limit   $  2,000,000 
   Products - Completed Operations Aggregate 
   Limit 

$  2,000,000 

   Medical Expense Limit - Any One 
   Person/Occurrence 

$  15,000 

   Damage to Rented Premises - Each Occurrence $  500,000 
   Personal and Advertising Injury $  1,000,000 
Automobile Liability:  
   Combined Single Limit $ 1,000,000 
Building  $ 1,370,000 
Business Personal Property $ 1,000,000 
Excess/Umbrella Liability:  
   Each Occurrence $  6,000,000 
   Aggregate Limit $  6,000,000 

 
 

NOTE 9 – PURCHASED SERVICES 
 
For the year ended June 30, 2017, purchased service expenses were for the following services: 
 

Purchased Services Amount

Personnel Services $2,475,518

Food Service 200,008

Building Services 359,630

Communications 19,247

Travel and Meetings 4,036

Professional and Technical Services 627,408

Transportation 85,405

Total $3,771,252
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NOTE 10 – DEFINED BENEFIT PENSION PLANS 
 
Net Pension Liability - The net pension liability reported on the statement of net position represents a 
liability to employees for pensions. Pensions are a component of exchange transactions—between an 
employer and its employees—of salaries and benefits for employee services.  Pensions are provided to an 
employee—on a deferred-payment basis—as part of the total compensation package offered by an 
employer for employee services each financial period.  The obligation to sacrifice resources for pensions 
is a present obligation because it was created as a result of employment exchanges that already have 
occurred. 
 
The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   
 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which pensions are financed; however, the 
Academy does receive the benefit of employees’ services in exchange for compensation including 
pension.  
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State legislature.  Any resulting legislative change to benefits or funding could 
significantly affect the net pension liability.  Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability 
on the accrual basis of accounting.  Any liability for the contractually-required pension contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   
 
School Employees Retirement System (SERS) 
 
Plan Description – Academy non-teaching employees participate in SERS, a cost-sharing multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability and 
survivor benefits, annual cost-of-living adjustments, and death benefits to plan members and 
beneficiaries.  Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  
SERS issues a publicly available, stand-alone financial report that includes financial statements, required 
supplementary information and detailed information about SERS’ fiduciary net position.  That report can 
be obtained by visiting the SERS website at www.ohsers.org under Employers/Audit Resources. 
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
School Employees Retirement System (SERS) - continued 
 
Age and service requirements for retirement are as follows: 
 

 
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
One year after an effective benefit date, a benefit recipient is entitled to a three percent cost-of-living 
adjustment (COLA).  This same COLA is added each year to the base benefit amount on the anniversary 
date of the benefit. 

 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the Academy is required to contribute 14 percent of annual covered payroll.  The contribution 
requirements of plan members and employers are established and may be amended by the SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent for 
employers.  The Retirement Board, acting with the advice of the actuary, allocates the employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B 
Fund, and Health Care Fund).  For the fiscal year ended June 30, 2017, the allocation to pension, death 
benefits, and Medicare B was 14 percent.  SERS did not allocate any employer contributions to the Health 
Care Fund for fiscal year 2017. 
 
The Academy’s contractually required contribution to SERS was $14,886 for fiscal year 2017. 
 
State Teachers Retirement System (STRS) 
 
Plan Description – Academy licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 

 

Eligible to Retire before Eligible to Retire on or after

August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or

Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
State Teachers Retirement System (STRS) - continued 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307.  
The DB plan offers an annual retirement allowance based on final average salary multiplied by a 
percentage that varies based on years of service.  Effective August 1, 2015, the calculation was 2.2 percent 
of final average salary for the five highest years of earnings multiplied by all years of service. Members 
are eligible to retire at age 60 with five years of qualifying service credit, or at age 55 with 26 years of 
service, or 31 years of service regardless of age.  Eligibility changes will be phased in until August 1, 2026, 
when retirement eligibility for unreduced benefits will be five years of service credit and age 65, or 35 
years of service credit and at least age 60. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination 
of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
Member contributions to the DC Plan are allocated among investment choices by the member, and 
contributions to the DB Plan from the employer and the member are used to fund the defined benefit 
payment at a reduced level from the regular DB Plan. The defined benefit portion of the Combined Plan 
payment is payable to a member on or after age 60 with five years of service. The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity 
after termination of employment at age 50 or later. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another STRS plan.  The optional annuitization of a member’s defined contribution account or the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of investment gain or loss on the account.  STRS has therefore included all three plan 
options as one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance.  
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
State Teachers Retirement System (STRS) (continued) 

 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2017, plan members were required to contribute 14 percent of their annual covered salary. The 
Academy was required to contribute 14 percent; the entire 14 percent was the portion used to fund 
pension obligations.  The fiscal year 2017 contribution rates were equal to the statutory maximum rates. 

 

The Academy’s contractually required contribution to STRS was $191,395 for fiscal year 2017.    
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions - The net pension liability was measured as of June 30, 2016, and the total 
pension liability used to calculate the net pension liability was determined by an independent actuarial 
valuation as of that date. The Academy's employer allocation percentage of the net pension liability was 
based on the employer’s share of employer contributions in the pension plan relative to the total 
employer contributions of all participating employers. Following is information related to the 
proportionate share and pension expense: 
 

SERS STRS Total

Proportionate Share of the Net 

  Pension Liability $264,255 $3,417,354 $3,681,609

Proportion of the Net Pension Liability:

  Current Measurement Date 0.00361050% 0.01020928%

  Prior Measurement Date 0.00397440% 0.00852806%

Change in Proportionate Share -0.00036390% 0.00168122%

Pension Expense $54,855 $638,314 $693,169  
 

 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, changes in assumptions and changes in the Academy’s proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods. The difference between projected and actual investment 
earnings is recognized in pension expense using a straight line method over a five year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight line method. Employer 
contributions to the pension plan subsequent to the measurement date are also required to be reported 
as a deferred outflow of resources.  
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
State Teachers Retirement System (STRS) (continued) 
 
At June 30, 2017, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience $3,564 $138,077 $141,641

Net difference between projected and

  actual earnings on pension plan investments 21,797 283,733 305,530

Changes of assumptions 17,641 -             17,641

Change in proportionate and differences between

  Academy contributions and proportionate

   share of contributions 49,672        941,126 990,798

Academy contributions subsequent to the 

  measurement date 14,886        191,395      206,281

Total Deferred Outflows of Resources $107,560 $1,554,331 $1,661,891

Deferred Inflows of Resources

Changes in proportion and differences between

   Academy contributions and proportionare 

   share of contributions 15,003$       -$            15,003$      

 
 
$206,281 reported as deferred outflows of resources related to pension resulting from Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2018.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to pension will be recognized in pension expense as follows: 

 
 

 
 

 
 

SERS STRS Total

Fiscal Year Ending June 30:

2018 28,564$     349,298$   377,862$    

2019 28,546 349,298 377,844

2020 14,296 458,173 472,469

2021 6,265 206,167 212,432

Total $77,671 $1,362,936 $1,440,607
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – SERS - SERS’ total pension liability was determined by their actuaries in 
accordance with GASB Statement No. 67, as part of their annual actuarial valuation for each defined 
benefit retirement plan.  Actuarial valuations of an ongoing plan involve estimates of the value of reported 
amounts (e.g., salaries, credited service) and assumptions about the probability of occurrence of events 
far into the future (e.g., mortality, disabilities, retirements, employment termination).  Actuarially 
determined amounts are subject to continual review and potential modifications, as actual results are 
compared with past expectations and new estimates are made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point.  The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant.  In many cases actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2016, are presented below: 
 

Wage Inflation 3.00 percent

Future Salary Increases, including inflation 3.50 percent to 18.20 percent

COLA  or Ad Hoc COLA 3.00 percent

Investment Rate of Return 7.50 percent net of investments expense, including inflation

Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)

 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection and a five year age set-back for both males and females.  Mortality among 
service retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection with Scale BB, 120 percent of male rates and 110 percent of female rates.  
Mortality among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 percent 
for male rates and 100 percent for female rates, set back five years is used for the period after disability 
retirement.  
 
The actuarial assumptions used in the June 30, 2016 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, payroll 
growth assumption and assumed real wage growth were reduced in the June 30, 2016 actuarial valuation.  
The rates of withdrawal, retirement and disability updated to reflect recent experience and mortality rates 
were also updated. 
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – SERS (continued) 
 
The long-term return expectation for the Pension Plan Investments has been determined by using a 
building-block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating an arithmetic weighted average of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the expected return from rebalancing uncorrelated asset classes. The target allocation and best estimates 
of arithmetic real rates of return for each major assets class are summarized in the following table: 
 

 
 

Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute.  Projected inflows from investment earnings were calculated using the long-term assumed 
investment rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of projected 
benefits to determine the total pension liability.   
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the Academy’s proportionate share of the net pension liability calculated 
using the discount rate of 7.50 percent, as well as what each plan’s net pension liability would be if it were 
calculated using a discount rate that is one percentage point lower (6.50 percent), or one percentage 
point higher (8.50 percent) than the current rate. 

Current

1% Decrease Discount Rate 1% Increase

(6.5%) (7.5%) (8.5%)

Academy's proportionate share

  of the net pension liability $349,858 $264,255 $192,603
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – STRS - The total pension liability in the June 30, 2016, actuarial valuation was 
determined using the following actuarial assumptions, applied to all periods included in the 
measurement:  
 

 
Mortality rates were based on the RP-2000 Combined Mortality Table (Projection 2022—Scale AA) for 
Males and Females.  Males’ ages are set-back two years through age 89 and no set-back for age 90 and 
above.  Females younger than age 80 are set back four years, one year set back from age 80 through 89 
and no set back from age 90 and above.   
 
Actuarial assumptions used in the June 30, 2016, valuation are based on the results of an actuarial 
experience study, effective July 1, 2012. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
 

                              
 

*10-year annualized geometric nominal returns, which include the real rate of return and inflation of 2.50 
percent and does not include investment expenses. The total fund long-term expected return reflects 
diversification among the asset classes and therefore is not a weighted average return of the individual 
asset classes.  
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – STRS (continued) 
 
Discount Rate The discount rate used to measure the total pension liability was 7.75 percent as of June 
30, 2016. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate increases 
described above. For this purpose, only employer contributions that are intended to fund benefits of 
current plan members and their beneficiaries are included.  Projected employer contributions that are 
intended to fund the service costs of future plan members and their beneficiaries, as well as projected 
contributions from future plan members, are not included.  Based on those assumptions, STRS’ fiduciary 
net position was projected to be available to make all projected future benefit payments to current plan 
members as of June 30, 2016.  Therefore, the long-term expected rate of return on pension plan 
investments of 7.75 percent was applied to all periods of projected benefit payment to determine the 
total pension liability as of June 30, 2016. 
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate - The following table presents the Academy's proportionate share of the net pension liability as of 
June 30, 2016, calculated using the current period discount rate assumption of 7.75 percent, as well as 
what the Academy's proportionate share of the net pension liability would be if it were calculated using a 
discount rate that is one-percentage-point lower (6.75 percent) or one-percentage-point higher (8.75 
percent) than the current rate: 

Current

1% Decrease Discount Rate 1% Increase

(6.75%) (7.75%) (8.75%)

Academy's proportionate share

  of the net pension liability $4,541,385 $3,417,354 $2,469,167

 
Changes Between Measurement Date and Report Date  In March 2017, the STRS Board adopted certain 
assumption changes which will impact their annual actuarial valuation prepared as of June 30, 2017.  The 
most significant change is a reduction in the discount rate from 7.75 percent to 7.45 percent.  In April 
2017, the STRS Board voted to suspend cost of living adjustments granted on or after July 1, 
2017.  Although the exact amount of these changes is not known, the overall decrease to Academy’s net 
pension liability is expected to be significant.   
 

NOTE 11 – POSTEMPLOYMENT BENEFITS 
 
School Employees Retirement System (SERS) 
 
Health Care Plan Description - The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non-certificated retirees and their beneficiaries.  For GASB 45 purposes, this plan is considered a 
cost-sharing, multiple-employer, defined benefit other postemployment benefit (OPEB) plan.  The Health 
Care Plan includes hospitalization and physicians’ fees through several types of plans including HMO’s, 
PPO’s, Medicare Advantage, and traditional indemnity plans as well as a prescription drug program. The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 
School Employees Retirement System (SERS) (continued) 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Health care is financed through a combination of employer contributions and 
retiree premiums, copays and deductibles on covered health care expenses, investment returns, and any 
funds received as a result of SERS’ participation in Medicare programs. Active employee members do not 
contribute to the Health Care Plan.  Retirees and their beneficiaries are required to pay a health care 
premium that varies depending on the plan selected, the  number of qualified years of service, Medicare 
eligibility and retirement status. 
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required basic benefits, the Retirement Board 
allocates the remainder of the employer contribution of 14 percent of covered payroll to the Health Care 
Fund. For fiscal year 2017, SERS did not allocate any employer contributions to the Health Care fund.   In 
addition, employers pay a surcharge for employees earning less than an actuarially determined minimum 
compensation amount, pro-rated according to service credit earned. For fiscal year 2017, this amount was 
$23,500.  Statutes provide that no employer shall pay a health care surcharge greater than 2 percent of 
that employer’s SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the 
total statewide SERS-covered payroll for the health care surcharge. For fiscal year 2017, the Academy’s 
surcharge obligation was $663. 
 
For fiscal years 2016 and 2017, SERS did not allocate employer contributions to the Health Care fund.  The 
Academy’s contributions for health care for the fiscal year ended June 30, 2015, was $981. The full amount 
has been contributed for fiscal year 2015. 
 
State Teachers Retirement Systems (STRS) 
 
Plan Description – The Academy participates in the cost-sharing multiple-employer defined benefit Health 
Plan administered by the State Teachers Retirement System of Ohio (STRS) for eligible retirees who 
participated in the defined benefit or combined pension plans offered by STRS.  Ohio law authorizes STRS 
to offer this plan.  Benefits include hospitalization, physicians’ fees, prescription drugs and reimbursement 
of monthly Medicare Part B premiums.  The Plan is included in the report of STRS which can be obtained 
by visiting www.strsoh.org or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS Ohio to offer the Plan and gives the 
Retirement Board authority over how much, if any, of the health care costs will be absorbed by STRS.  
Active employee members do not contribute to the Health Care Plan.  All benefit recipients, for the most 
recent year, pay a monthly premium.  Under Ohio law, funding for post-employment health care may be 
deducted from employer contributions.  For fiscal years 2017, 2016 and 2015, STRS did not allocate any 
employer contributions to post-employment health care; therefore, the Academy did not contribute to 
health care in the last three fiscal years. 
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NOTE 12 - CONTINGENCIES 
 
Grants -The Academy received financial assistance from federal and state agencies in the form of grants. 
The disbursement of funds received under these programs generally requires compliance with terms and 
conditions specified in the grant agreements and are subject to audit by the grantor agencies. Any 
disallowed claims resulting from such audits could become a liability of the Academy. However, in the 
opinion of management, any such disallowed claims will not have a material adverse effect on the overall 
financial position of the Academy at June 30, 2017. 
 
Litigation - There are currently no matters in litigation with the Academy as defendant. 
 
Full-time Equivalency - Academy foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  

 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of  
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE did not perform such a review on the Academy for fiscal year 2017.  

 
As of the date of this report, additional ODE adjustments for fiscal year 2017 are not finalized.  As a result, 
the impact of future FTE adjustments on the fiscal year 2017 financial statements is not determinable, at 
this time. Management believes this may result in either an additional receivable to, or a liability of, the 
Academy. 

 
In addition, the Academy’s contracts with their Sponsor and Management Company require payment 
based on revenues received from the State.  As discussed above, additional FTE adjustments for fiscal year 
2017 are not finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 2017 
financial statements, related to additional reconciliation necessary with these contracts, is not 
determinable.  Management believes this may result in either an additional receivable to, or liability of, 
the Academy.   

 
NOTE 13 – BUILDING LEASES 

 
In November 2015, the Academy entered into a lease for facilities from Leavitt Road Properties LLC., for 
an initial term of 15 years. In 2017, the lease was revised by the landlord to let a portion of the building. 
The lease has an annual base rate of $162,000 annually for the first three years.  Rent expense paid in 
2017 was $162,000. 
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NOTE 13 – BUILDING LEASES (continued) 
 

Fiscal Year  
Ending June 30  Amount 

2018  $162,000  

2019  162,000  

2020  175,500  

2021  175,500 

2022  175,500 

2023-2027  990,888 

2028-2031  892,344 

Total minimum lease payments 
         
$2,733,732  

 
NOTE 14 - SPONSOR 
 
The Academy was approved for operation under a contract with St. Aloysius Orphanage (the Sponsor) for 
a period of five academic years commencing July 1, 2005. Subsequent to June 2010, the contract was 
extended for two five year terms through June 30, 2020. As part of this contract, the Sponsor is entitled 
to 3% of the total state foundation funds. Total amount due and paid for fiscal year 2016 was $84,968. 
 

NOTE 15 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES 
 
The Academy entered into an agreement with Accel Schools, a management company, to provide legal, 
financial, and other management support services for fiscal year 2017. The agreement was for a period of 
five years beginning July 1, 2016. Management fees are calculated as 12.5% of the Academy’s State 

Revenue, plus $20,000 for managing Federal Funds. The total amount due from the Academy for the 
fiscal year ending June 30, 2017 was $373,368 and is included under “Purchased Services” on the 
Statement of Revenues, Expenses and Changes in Net Position. 
 

Also per the management agreement there are expenses that will be billed to the Academy based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of Accel employees working 
in at the Academy and other costs related to providing education and administrative services. The total 
amount billed to the Academy inclusive of management fees during fiscal year 2017 was $2,556,676. 
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NOTE 15 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES (continued) 
 
The following table represents a summary of the management company expenses during fiscal year 2017: 
 

 
 

Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro-rated based on 
full time equivalent (FTE) head count as of June 30, 2017 by each school it manages.  
 
NOTE 16 – MANAGEMENT’S PLAN 
 
For fiscal year 2017, the Academy had a net position deficit of $(2,491,244). The Academy’s net deficit in 
fiscal year 2017 was a decline from the $(2,253,689) net deficit in fiscal 2016. Enrollment increased in 
fiscal year 2017 to 343, up from 317 in fiscal year 2016.  The Academy’s ability to maintain a stable 
administrative and instructional team along with active advertising via print, radio, mailings and through 
referrals of current parents is anticipated to help produce the likelihood of future enrollment growth 
leading to surpluses and provide an opportunity for the school to recover from its prior deficits. 
 

 
 
 
 
 
 
 
 
 

Regular Instruction

(1100 Function 

Codes)

Special Instruction

(1200 Function 

Codes)

Support Services

(2000 Function 

Codes)

Total

1100 1200 2000

Direct Expenses: 

Salaries & Wages (100 Object Codes) 100 1,123,310$             202,624$                223,262$                1,549,196$             

Employees’ Benefits (200 Object Codes) 200 327,666$                71,803$                  53,883$                  453,351$                

Professional & Technical Services (410 Object Codes) 410 26,594$                  26,594$                  

Other Supplies (510 Object Codes) 510 25,300$                  4,675$                    29,975$                  

Total Direct Expenses 1,476,276$             274,427$                308,414$                2,059,117$             

Indirect Expenses:  

Overhead 40,807$                  40,807$                  

  

Total Expenses 1,476,276$             274,427$                349,221$                2,099,924$             
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2017 2016 2015 2014

Academy's Proportion of the Net Pension Liability 0.00361050% 0.00397440% 0.00232500% 0.00232500%

Academy's Proportionate Share of the Net Pension Liability 264,255$       226,783$      117,667$      138,260$      

Academy's Covered-Employee Payroll 116,400$       119,649$      68,232$        39,645$        

Academy's Proportionate Share of the Net Pension Liability 227.02% 189.55% 172.45% 348.74%

as a Percentage of its Covered-Employee Payroll

Plan Fiduciary Net Position as a Percentage of the 62.98% 69.16% 71.70% 65.52%

Total Pension Liability

(1) Information prior to 2014 is not available.

School Employees Retirement System (SERS)

Changes of Benefit Terms: None. 

· Discount rate from 7.75% to 7.50%

· Assumed rate of inflation from 3.25% to 3.00%

· Payroll growth assumption from 4.00% to 3.50%

· Assumed real wage growth from 0.75% to 0.50%

Changes of Assumptions: Amounts reported in 2017 reflect an adjustment of the rates of withdrawal, retirement and disability to more 

closely reflect actual experience and the expectation of retired life mortality was based on RP-2014 Blue Collar Mortality Tables and RP-

2000 Disabled Mortality Table. The following reductions were also made to the actuarial assumptions:
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2017 2016 2015 2014

Academy's Proportion of the Net Pension Liability 0.01020928% 0.00852806% 0.00522397% 0.00522397%

Academy's Proportionate Share of the Net Pension Liability 3,417,354$       2,356,906$   1,270,650$   1,513,590$   

Academy's Covered Payroll 1,010,450$       889,757$      574,800$      470,431$      

Academy's Proportionate Share of the Net Pension Liability 338.20% 264.89% 221.06% 321.75%

as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 66.80% 72.10% 74.70% 69.30%

Total Pension Liability

(1) Information prior to 2014 is not available.

Note: The amounts presented for each fiscal year were determined as of the measurement date,

which is the prior fiscal year end.
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2017 2016 2015 2014 2013

Contractually Required Contribution 14,886$    16,296$    15,769$    9,457$      5,487$      

Contributions in Relation to the Contractually 

Required Contribution (14,886)$   (16,296)$   (15,769)$   (9,457)$     (5,487)$     

Contribution Deficiency (Excess) -$          -$          -$          -$          -$          

Academy's Covered Payroll 106,329$   116,400$   119,649$   68,232$    39,645$    

Contributions as a Percentage of

Covered Payroll 14.00% 14.00% 13.18% 13.86% 13.84%

 
 
 
 

2012 2011 2010 2009 2008

Contractually Required Contribution 5,494$    4,921$    5,503$    4,244$    3,864$    

Contributions in Relation to the Contractually 

Required Contribution (5,494)$   (4,921)$   (5,503)$   (4,244)$   (3,864)$   

Contribution Deficiency (Excess) -$        -$        -$        -$        -$        

Covered-Employee Payroll 40,847$  39,148$  40,642$  43,130$  39,348$  

Contributions as a Percentage of

Covered-Employee Payroll 13.45% 12.57% 13.54% 9.84% 9.82%
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2017 2016 2015 2014 2013

Contractually Required Contribution 191,395$    141,463$    124,566$    74,724$      61,156$      

Contributions in Relation to the Contractually 

Required Contribution (191,395)$   (141,463)$   (124,566)$   (74,724)$     (61,156)$     

Contribution Deficiency (Excess) -$           -$           -$           -$           -$           

Academy's Covered-Employee Payroll 1,367,107$  1,010,450$  889,757$    574,800$    470,431$    

Contributions as a Percentage of

Covered-Employee Payroll 14.00% 14.00% 14.00% 13.00% 13.00%

 
 

 
2012 2011 2010 2009 2008

Contractually Required Contribution 66,340$    65,820$    72,837$    70,895$    46,647$    

Contributions in Relation to the Contractually 

Required Contribution (66,340)$   (65,820)$   (72,837)$   (70,895)$   (46,647)$   

Contribution Deficiency (Excess) -$          -$          -$          -$          -$          

Academy's Covered-Employee Payroll 510,308$   506,308$   560,285$   545,346$   358,823$   

Contributions as a Percentage of

Covered-Employee Payroll 13.00% 13.00% 13.00% 13.00% 13.00%
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December 26, 2017 
 
To the Board of Directors 
Lorain Preparatory Academy 
Lorain County, Ohio 
4125 Leavitt Road 
Lorain, Ohio 44053 

 
 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the Lorain Preparatory Academy, Lorain 
County, Ohio (the “Academy”) as of and for the year ended June 30, 2017, and the related notes to the financial 
statements, which collectively comprise the Academy’s basic financial statements, and have issued our report 
thereon dated December 26, 2017, in which we noted the Academy has suffered recurring losses from operations 
and has a net position deficit of $2,491,244, including the net effect of net pension liability and related accruals 
totaling $2,034,721, that raises substantial doubt about its ability to continue as a going concern.  
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the Academy's internal control 
over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of the Academy’s internal control. Accordingly, we do not express an 
opinion on the effectiveness of the Academy’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance.  
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Lorain Preparatory Academy  
Independent Auditor’s Report on Internal Control over Financial Reporting  
   and on Compliance and Other Matters Based on an Audit of  
   Financial Statements Performed in Accordance with  

Government Auditing Standards 

Page 2 of 2 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified. 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Academy's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of 
our tests disclosed no instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 

 
 
 

Cambridge, Ohio 
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December 26, 2017 
 
To the Board of Directors 
Lorain Preparatory Academy 
Lorain County, Ohio 
4125 Leavitt Road 
Lorain, Ohio 44053 

 
Independent Auditor’s Report on Compliance for Each Major Federal  

Program and Report on Internal Control over Compliance  
Required by the Uniform Guidance 

 
Report on Compliance for Each Major Federal Program 
 
We have audited the Lorain Preparatory Academy’s, Lorain County, Ohio (the “Academy”) compliance 
with the types of compliance requirements described in the OMB Compliance Supplement that could have 
a direct and material effect on each of the Academy’s major federal programs for the year ended June 30, 
2017. The Academy’s major federal programs are identified in the summary of auditor’s results section of 
the accompanying schedule of findings and questioned costs. 
 
Management’s Responsibility 
 
Management is responsible for compliance with federal statutes, regulations, and the terms and conditions 
of its federal awards applicable to its federal programs. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on compliance for each of the Academy’s major federal 
programs based on our audit of the types of compliance requirements referred to above. We conducted 
our audit of compliance in accordance with auditing standards generally accepted in the United States of 
America; the standards applicable to financial audits contained in Government Auditing Standards, issued 
by the Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of 
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit 
Requirements for Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance 
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance 
with the types of compliance requirements referred to above that could have a direct and material effect 
on a major federal program occurred. An audit includes examining, on a test basis, evidence about the 
Academy’s compliance with those requirements and performing such other procedures as we considered 
necessary in the circumstances. 
 
We believe that our audit provides a reasonable basis for our opinion on compliance for each major 
federal program. However, our audit does not provide a legal determination of the Academy’s 
compliance. 
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Lorain Preparatory Academy 
Independent Auditor’s Report on Compliance for Each Major Federal Program and 

Report on Internal Control over Required by the Uniform Guidance 
Page 2 of 2 
 
Opinion on Each Major Federal Program 
 
In our opinion, the Academy complied, in all material respects, with the types of compliance requirements 
referred to above that could have a direct and material effect on each of its major federal programs for the 
year ended June 30, 2017. 
 
Report on Internal Control over Compliance 
 
Management of the Academy is responsible for establishing and maintaining effective internal control 
over compliance with the types of compliance requirements referred to above. In planning and performing 
our audit of compliance, we considered the Academy’s internal control over compliance with the types of 
requirements that could have a direct and material effect on each major federal program to determine the 
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on 
compliance for each major federal program and to test and report on internal control over compliance in 
accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on the 
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the 
effectiveness of the Academy’s internal control over compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a 
federal program on a timely basis. A material weakness in internal control over compliance is a 
deficiency, or combination of deficiencies, in internal control over compliance, such that there is a 
reasonable possibility that material noncompliance with a type of compliance requirement of a federal 
program will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in 
internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over 
compliance with a type of compliance requirement of a federal program that is less severe than a material 
weakness in internal control over compliance, yet important enough to merit attention by those charged 
with governance. 
 
Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over 
compliance that might be material weaknesses or significant deficiencies. We did not identify any 
deficiencies in internal control over compliance that we consider to be material weaknesses. However, 
material weaknesses may exist that have not been identified. 
 
The purpose of this report on internal control over compliance is solely to describe the scope of our 
testing of internal control over compliance and the results of that testing based on the requirements of the 
Uniform Guidance. Accordingly, this report is not suitable for any other purpose. 
 

 
 
 

Cambridge, Ohio 
 

Attachment 26: Audited Financial Statements Page 4063



CFDA # Grant Year Expenses
Total Provided to 

Subrecipients

U. S. Department of Education

Passed Through Ohio Department of Education:

Title I 84.010 2017 305,075$           -$                       
Title I School Improvement Sub A 84.010 2017 92,579               -                         
Total Title I Grants 397,654             -                         

Special Education Cluster:

IDEA Part B 84.027 2017 71,475               -                         
Total Special Education Cluster 71,475               -                         

Title II-A Improving Teacher Quality 84.367 2017 56,019               -                         

Total U.S. Department of Education 525,148             -                         

U. S. Department of Agriculture

Passed Through the Ohio Department of Education:

Child Nutrition Cluster:
Cash Assistance:

School Breakfast Program 10.553 2017 86,955               -                         
National School Lunch Program 10.555 2017 157,192             -                         
Total Child Nutrition Cluster 244,147             -                         

Total U.S. Department of Agriculture 244,147             -                         

TOTAL FEDERAL FINANCIAL ASSISTANCE 769,295$           -$                       

LORAIN PREPARATORY ACADEMY
LORAIN COUNTY, OHIO

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2017

Federal Grantor/ Pass-Through Grantor/ Program Title

The accompanying notes are an integral part of this schedule.
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NOTE A - BASIS OF PRESENTATION

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

NOTE C - TRANSFERS

CFDA Number / Grant Title Grant Year Transfer Out Transfer In
84.010 Title I 2016 58,690$             
84.010 Title I 2017 58,690$                 
84.010 Title I School Improvement Sub A 2016 27,579               
84.010 Title I School Improvement Sub A 2017 27,579                   
84.367 Title II-A Improving Teacher Quality 2016 10,636               
84.367 Title II-A Improving Teacher Quality 2017 10,636                   

96,904$             96,904$                 

NOTE D - CHILD NUTRITION CLUSTER

The Academy commingles cash receipts from the U.S. Department of Agriculture with similar State Grants. When reporting expenditures on this
Schedule, the Academy assumes it expends federal monies first. 

The Academy generally must spend Federal assistance within 15 months of receipt. However, with Ohio Department of Education (ODE) approval,
an Academy can transfer (carryover) unspent Federal assistance to the succeeding year, thus allowing the Academy a total of 27 months to spend
the assistance. During fiscal year 2017, the ODE authorized the following transfers:

LORAIN PREPARATORY ACADEMY
LORAIN COUNTY, OHIO

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2017

The accompanying Schedule of Expenditures of Federal Awards (the Schedule) includes the federal award activity of Lorain Preparatory Academy,
Lorain County, Ohio (the Academy) under programs of the federal government for the year ended June 30, 2017. The information on this Schedule
is prepared in accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Because the Schedule presents only a selected portion of the
operations of the Academy, it is not intended to and does not present the financial position, changes in net position, or cash flows of the Academy. 

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures are recognized following the cost
principles contained in the Uniform Guidance, wherein certain types of expenditures may or may not be allowable or may be limited as to
reimbursement. The Academy has elected not to use the 10-percent de minimus indirect cost rate as allowed under the Uniform Guidance.

2 CFR 200.510(B)(6)
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LORAIN PREPARATORY ACADEMY 
LORAIN COUNTY, OHIO 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
2 CFR §200.515 
JUNE 30, 2017 

 

1.  SUMMARY OF AUDITOR'S RESULTS 

 

(d) (1) (i) 
 

Type of Financial Statement 
Opinion 

Unmodified 
 

(d) (1) (ii) 
 

Were there any material weaknesses in 
internal control reported at the financial 
statement level (GAGAS)? 

 
No 
 

(d) (1) (ii) 
 

Were there any significant deficiencies in 
internal control reported at the financial 
statement level (GAGAS)? 

 
No 
 

(d) (1) (iii) 
 

Was there any reported material 
noncompliance at the financial statement 
level (GAGAS)? 

 
No 
 

(d) (1) (iv) 
 

Were there any material weaknesses in 
internal control reported for major federal 
programs? 

 
No 
 

(d) (1) (iv) 
 

Were there any significant deficiencies in 
internal control reported for major federal 
programs? 

 
No 
 

(d) (1) (v) 
 

Type of Major Programs’ Compliance 
Opinion 

 
Unmodified 

(d) (1) (vi) 
 

Are there any reportable findings under 2 
CFR § 200.516(a)? 

 
No 
 

(d) (1) (vii) 
 
 

Major Programs (list): 
 
Title I 

 
 
CFDA # 84.010 
 

(d) (1) (viii) 
Dollar Threshold: Type A/B Programs Type A: > $750,000 

Type B: All others 

(d) (1) (ix) Low Risk Auditee under 2 CFR §200.520? No 

 
 

2.   FINDINGS RELATED TO THE FINANCIAL STATEMENTS 
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS 

   
None were noted. 
 

3.   FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS 

 
None were noted. 
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         Efficient         Effective         Transparent 

 

 
 
 
Board of Directors 
Monroe Preparatory Academy 
328 E. Monroe St.  
Sandusky, OH 44870 
 
 
We have reviewed the Independent Auditor’s Report of the Monroe Preparatory Academy, Erie 
County, prepared by Rea & Associates, Inc., for the audit period July 1, 2018 through June 30, 
2019.  Based upon this review, we have accepted these reports in lieu of the audit required by 
Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying financial 
statements and, accordingly, we are unable to express, and do not express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Monroe Preparatory Academy is responsible 
for compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
January 22, 2020  
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December 22, 2019 
 
To the Board of Directors 
Monroe Preparatory Academy 
Erie County, Ohio 
328 E. Monroe Street 
Sandusky, OH 44870 
 
 

INDEPENDENT AUDITOR'S REPORT 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Monroe Preparatory Academy, Erie 
County, Ohio, (the “Academy”) as of and for the year ended June 30, 2019, and the related notes to the 
financial statements, which collectively comprise the Academy’s basic financial statements as listed in the 
table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the Academy’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Academy’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
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Monroe Preparatory Academy  
Independent Auditor’s Report 
Page 2 of 3 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Monroe Preparatory Academy, Erie County, Ohio as of June 30, 2019, and the 
changes in its financial position and its cash flows for the year then ended in accordance with accounting 
principles generally accepted in the United States of America. 
 
Emphasis of a Matter  
 
The accompanying financial statements have been prepared assuming the Academy will continue as a 
going concern. As disclosed in Note 16 to the financial statements, the Academy has previously suffered 
recurring losses from operations and has a net position deficit of $1,744,903 that raises substantial doubt 
about its ability to continue as a going concern. This deficit net position includes the effect of the net 
pension liability, net OPEB asset/liability and related accruals totaling $1,416,521. Note 16 describes 
management’s plan regarding these issues. The financial statements do not include any adjustments that 
might result from the outcome of this uncertainty. Our opinion is not modified with respect to this matter. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the Academy's Proportionate Share of the Net Pension Liability, 
Schedule of the Academy’s Contributions - Pension, Schedule of the Academy’s Proportionate Share of 
the Net OPEB Asset/Liability, and the Schedule of the Academy’s Contributions - OPEB as listed in the 
table of contents, be presented to supplement the basic financial statements. Such information, although 
not a part of the basic financial statements, is required by the Governmental Accounting Standards Board 
who considers it to be an essential part of financial reporting for placing the basic financial statements in 
an appropriate operational, economic, or historical context. We have applied certain limited procedures to 
the required supplementary information in accordance with auditing standards generally accepted in the 
United States of America, which consisted of inquiries of management about the methods of preparing the 
information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic 
financial statements. We do not express an opinion or provide any assurance on the information because 
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance.  
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Monroe Preparatory Academy  
Independent Auditor’s Report 
Page 3 of 3 
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated December 22, 
2019 on our consideration of the Academy’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the Academy’s internal control over financial reporting or on compliance. That report is 
an integral part of an audit performed in accordance with Government Auditing Standards in considering 
the Academy’s internal control over financial reporting and compliance. 
 
 
 
 
 

 
Cambridge, Ohio 
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The discussion and analysis of the Monroe Preparatory Academy’s (the “Academy”) (formerly known as 
Academy  of  Arts  and  Sciences)  financial  performance  provides  an  overall  review  of  the  Academy’s 
financial activities for the fiscal year ended June 30, 2019. The intent of this discussion and analysis is to 
look  at  the  Academy’s  financial  performance  as  a  whole.    Readers  should  also  review  the  financial 
statements  and  notes  to  the  financial  statements  to  enhance  their  understanding  of  the  Academy’s 
financial performance.  The first year of the Academy’s operations was 2006.  
 
FINANCIAL HIGHLIGHTS 

 

 Net position increased $395,184. 

 Total revenue increased from $1,198,343 in fiscal year 2018 to $2,164,667 in fiscal year 2019. 

 Total operating expenses (excluding interest expense) increased from $690,853 in fiscal year 2018 
to $1,764,195 in fiscal year 2019. 

 During fiscal year 2019 the Academy’s enrollment  increased to 212, up from 114 in fiscal year 
2018. 
 

OVERVIEW OF THE FINANCIAL STATEMENTS 
 
The  financial  report  consists  of  three  parts  –  required  supplemental  information,  the  basic  financial 
statements, and the notes to the financial statements.  These statements are organized so the reader can 
understand  the  financial  position  of  the  Academy.    Enterprise  accounting  uses  a  flow  of  economic 
resources  measurement  focus.  With  this  measurement  focus,  all  assets  and  deferred  outflows  of 
resources, all liabilities and deferred inflows of resources are included on the statement of net position. 
The Statement of Net Position represents the statement of position of the Academy.  The Statement of 
Revenues, Expenses, and Changes in Net Position presents increases (e.g., revenues) and decreases (e.g., 
expenses) in net position.  The Statement of Cash Flows reflects how the Academy finances and meets its 
cash flow needs.  Finally, the notes to the basic financial statements provide additional information that 
is essential to a full understanding of the data provided on the basic financial statements. 
 
FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE 
 
The Academy is not required to present government‐wide financial statements as the Academy is engaged 
in  only  business‐type  activities.  Therefore,  no  condensed  financial  information  derived  from 
governmental‐wide financial statements is included in the discussion and analysis. 
 
The following tables represent a summary of the Academy’s condensed financial  information for 2019 
derived from the Statement of Net Position and the Statement of Revenues, Expenses and Changes in Net 
Position. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The following table provides a summary of the Academy’s net position for 2019 as compared to 2018: 
 

Table 1 
Statement of Net Position 

2019 2018

Assets:

  Current Assets

      Cash and Cash Equivalents 120,670$                   29,507$                    

       Accounts Receivable 11,156                        6,582                         

       Intergovernmental Receivable 19,941                        4,669                         

       Prepaid Expense 56,306                        56,051                       

           Total Current Assets 208,073                     96,809                       

Noncurrent Assets:

   Net  OPEB Asset 74,466                        ‐                             

    Capital Assets, net of Accumulated Depreciation 55,376                        46,328                       

        Total Noncurrent Assets 129,842                     46,328                       

Total Assets 337,915                     143,137                    

Deferred Outflows of Resources 333,604                     442,844                    

Liabilities:

  Current Liabilities:

      Accounts Payable, Trade 97,619                        60,008                       

      Accounts Payable, Related Party 403,871                     367,875                    

       Current Portion of Long‐Term Note 28,541                        2,034                         

         Total Current Liabilities 530,031                     429,917                    

    Noncurrent Liabilities:

       Net Pension Liability 1,189,457                  1,432,042                 

       Net OPEB Liability 83,245                        279,605                    

       Noncurrent Portion of Long‐term Debt 61,800                        115,885                    

           Total Noncurrent Liabilities 1,334,502                  1,827,532                 

               Total Liabilities 1,864,533                  2,257,449                 

Deferred Inflows of Resources 551,889                     468,619                    

Net Position

      Invested in Capital Assets 55,376                        46,328                       

      Unrestricted Net Position (1,800,279)                 (2,186,415)                

         Total Net Position (1,744,903)$             (2,140,087)$             
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The Academy has adopted GASB Statement 68, “Accounting and Financial Reporting  for Pensions—an 
Amendment of GASB Statement 27,” and GASB Statement 75, “Accounting and Financial Reporting for 
Postemployment  Benefits  Other  Than  Pensions,”  which  significantly  revises  accounting  for  costs  and 
liabilities related to other postemployment benefits (OPEB).  For reasons discussed below, many end users 
of this financial statement will gain a clearer understanding of the Academy’s actual financial condition by 
adding deferred inflows related to pension and OPEB, the net pension liability and the net OPEB liability 
to the reported net position and subtracting deferred outflows related to pension and OPEB and net OPEB 
asset. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports  prepared  in  accordance  with  generally  accepted  accounting  principles.    Prior  accounting  for 
pensions  (GASB  27)  and  postemployment  benefits  (GASB  45)  focused  on  a  funding  approach.    This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OBEP asset/liability.  GASB 68 and 
GASB 75  take  an  earnings  approach  to  pension  and OPEB  accounting;  however,  the  nature of Ohio’s 
statewide pension/OPEB plans and state law governing those systems requires additional explanation in 
order to properly understand the information presented in these statements. 

 
GASB  68  and GASB  75  require  the  net  pension  liability  and  the  net  OPEB  asset/liability  to  equal  the 
Academy’s proportionate share of each plan’s collective: 
 

1. Present  value  of  estimated  future  pension/OPEB  benefits  attributable  to  active  and  inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 

GASB  notes  that  pension  and  OPEB  obligations,  whether  funded  or  unfunded,  are  part  of  the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, 
and the promise of a future pension and other postemployment benefits.  GASB noted that the unfunded 
portion of this promise is a present obligation of the government, part of a bargained‐for benefit to the 
employee, and should accordingly be reported by the government as a liability since they received the  
benefit of the exchange.  However, the Academy is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement  systems  to  provide  healthcare  to  eligible  benefit  recipients.    The  retirement  systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The  employee  enters  the  employment  exchange with  the  knowledge  that  the  employer’s  promise  is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a specific, 
legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the 
unfunded  liability  of  the  pension/OPEB  plan  as  against  the  public  employer.    State  law  operates  to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the  employment  exchange  with  notice  as  to  the  law.    The  retirement  system  is  responsible  for  the 
administration of the pension and OPEB plans.  
 
Most long‐term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time‐off or termination payments.  There is no repayment 
schedule  for  the net  pension  liability  or  the  net OPEB  asset/liability.    As  explained  above,  changes  in 
benefits,  contribution  rates,  and  return on  investments  affect  the balance of  these  liabilities,  but  are 
outside the control of the  local government.    In the event that contributions,  investment returns, and 
other changes are insufficient to keep up with required payments, State statute does not assign/identify 
the responsible party for the unfunded portion.  Due to the unique nature of how the net pension liability 
and  the net OPEB  liability  are  satisfied,  these  liabilities  are  separately  identified within  the  long‐term 
liability section of the statement of net position. 
 
In accordance with GASB 68 and GASB 75,  the Academy’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB asset/liability, respectively, not accounted for 
as deferred inflows/outflows.  
 
There was a significant change in net pension / OPEB liability / asset for the school.  The fluctuations are 
due  to changes  in  the actuarial  liabilities  / assets and  related accruals  that are passed  through  to  the 
school’s financial statement.  All components of pension and OPEB accruals contribute to the fluctuations 
in deferred outflows / inflows and net pension/OPEB liabilities/asset and are described in more detail in 
their respective notes. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The following table reflects the changes in net position for the fiscal year 2019 as compared to 2018: 
 

Table 2 
Statement of Revenues, Expenses and Changes in Net Position 

 
 

2019 2018

Operating Revenues:

  State Aid 1,771,477$                965,017$                

  Miscellaneous 6,465                           1,232                       

     Total Operating Revenues 1,777,942                966,249                  

Operating Expenses:

  Purchased Services 1,642,683                  580,739                  

  Depreciation 32,954                        26,464                     

  Supplies 49,383                        52,229                     

  Other Operating Expenses 39,175                        31,421                     

    Total Operating Expenses 1,764,195                690,853                  

      Operating Income  13,747                      275,396                  

Nonoperating Revenues and (Expenses):

  Federal and State Restricted Grants 386,725                      232,094                  

  Interest Expense (5,288)                         ‐                           

    Net Nonoperating Revenues and (Expenses)  381,437                    232,094                  

Change in Net Position 395,184$                    507,490$                
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
At the onset of planning for the opening of the Academy, management and the board carefully calculated 
the costs and risks associated with offering a high quality educational program that would be competitive 
with the educational programs available at the traditional public schools and weighed those costs and 
risks against the enhanced educational opportunities that would be available to students.  Based on that 
analysis, the board and its management made the decision to make an investment in the future of the 
children of  this community, not based on a plan that was expected to generate economic profits, but 
rather on a plan that is economically sustainable and that would generate dividends to the community in 
the form of enhanced opportunities for children and families.  Resources for the necessary programs in 
excess  of  those  available  from  funding  sources  came  from  delaying  payment  on  invoices  from  the 
Academy’s management company for management services, other operating expenses and invoices for 
payroll of Academy staff.  Revenues and expenses both increased based on the increase in enrollment, 
and the extra costs of staffing to educate the additional students.  
 
Operating revenues and expenses increased from the prior year due to increasing enrollment from 114 
students in 2018 to 212 in 2019.  Purchased services was also impacted by changes in the pension and 
OPEB accruals previously discussed. 
 
CAPITAL ASSETS  
 
At the end of fiscal year 2019, the Academy had $55,376 net of accumulated depreciation, invested in 
capital assets.   The following  is a summary of the Academy’s capital assets at  June 30. See Note 5 for 
further information.  
 

2019 2018 Change

Computers & Software 22,342$            $11,638 10,704$     
Furniture & Equipment 13,012             7,994            5,018         

Textbooks 20,022             26,696          (6,674)        

Total Capital Assets ‐ Net 55,376$            $46,328 9,048$        

 

Capital Assets at June 30 (Net of Depreciation)

 
DEBT 
 
During fiscal year 2018, the Academy entered into a note with ACCEL Schools of Ohio, (the management 
company of the School) to reclassify unpaid rent due to ACCEL into long term obligations in the amount 
of $115,885. See Notes 6 for further information on the Academy’s debt obligations. 
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OPERATIONS 
 
The Academy is a nonprofit corporation established pursuant to Ohio Revised Code Chapter 1702. The 
Academy  offers  education  for  Ohio  children  in  Kindergarten  through  second  grade.  The  Academy  is 
independent  of  any  Academy  and  is  nonsectarian  in  its  programs,  admission  policies,  employment 
practices, and all other operations. The Academy may lease or acquire facilities as needed and contract 
for any services necessary for the operation of the Academy. 
 
REQUESTS FOR INFORMATION 
 
This financial report is designed to provide our citizens, taxpayers, investors and creditors with a general 
overview of the academy’s finances and to show the Academy’s accountability for the money it receives.  
If you have any questions concerning this report, please contact the Academy’s Fiscal Officer, C. David 
Massa, CPA of Massa Financial Solutions, LLC, 328 E. Monroe Street, Sandusky, Ohio 44870. 
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MONROE PREPARATORY ACADEMY ‐ ERIE COUNTY, OHIO 

   
Statement of Net Position 

June 30, 2019 
 

Assets:

Current Assets:

    Cash and Cash Equivalents 120,670$          

    Accounts Receivable  11,156

    Intergovernmental Receivable 19,941

    Other Assets 56,306

      Total Current Assets 208,073

Noncurrent Assets:

  Net OPEB Asset 74,466

  Capital Assets, net of Accumulated Depreciation 55,376

      Total Noncurrent Assets 129,842

Total Assets 337,915            

Deferred Outflows of Resources:

    Pension 313,713            

    OPEB 19,891               

Deferred Outflows of Resources 333,604            

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 97,619               

    Accounts Payable, Related Party 403,871            

    Current Portion of Long‐Term Note 28,541               

       Total Current Liabilities 530,031            

Noncurrent Liabilities:

   Net Pension Liabil ity 1,189,457

   Net OPEB Liabil ity 83,245

Long‐Term Note Payable 61,800

    Total Noncurrent Liabilities 1,334,502

       Total Liabilities 1,864,533

Deferred Inflows of Resources:

    Pension 382,749            

    OPEB 169,140            

Deferred Inflows of Resources 551,889            

Net Position:

   Invested in Capital Assets 55,376

   Unrestricted Net Position (1,800,279)

  Total Net Position (1,744,903)$     

See Accompanying Notes to the Basic Financial Statements
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MONROE PREPARATORY ACADEMY ‐ ERIE COUNTY, OHIO 

   
Statement of Revenues, 

Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2019 

 

Operating Revenues:

  State Aid 1,771,477$       

  Miscellaneous 6,465

    Total Operating Revenues 1,777,942

Operating Expenses:

  Purchased Services 1,642,683

  Depreciation 32,954

  Supplies 49,383

  Other Operating Expenses 39,175

    Total Operating Expenses 1,764,195

      Operating Income 13,747

Non‐Operating Revenues and (Expenses):

  Federal and State Restricted Grants  386,725

  Interest Expense (5,288)                

    Net Non‐operating Revenues and (Expenses) 381,437

Change in Net Position 395,184            

Net Position Beginning of Year (2,140,087)        

Net Position End of Year (1,744,903)$     

See Accompanying Notes to the Basic Financial Statements
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MONROE PREPARATORY ACADEMY ‐ ERIE COUNTY, OHIO 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2019 

 
 

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 1,764,989$    

Other Operating Receipts 6,465              

Cash Payments to Suppliers for Goods and Services (1,980,824)     

Net Cash Used By Operating Activities (209,370)        

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Note Payable Interest (5,288)             

Note Payable Retirement (25,544)           

Federal and State Grant Receipts 373,367          

Net Cash Provided By Noncapital Financing Activities 342,535          

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Purchase of Assets (42,002)           

Net Cash Used For Capital and Related Financing Activities (42,002)           

Net Increase in Cash and Cash Equivalents 91,163            

Cash and Cash Equivalents ‐ Beginning of the Year 29,507            

Cash and Cash Equivalents ‐ Ending of the Year 120,670$       

See Accompanying Notes to the Basic Financial Statements

 
 
 
 
 
 
 
 
 

 
 

 
 
 
 
 
 

 
(Continued)
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MONROE PREPARATORY ACADEMY ‐ ERIE COUNTY, OHIO 
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2019 

(Continued) 

Reconciliation of Operating Income to Net Cash Used For Operating Activities

Operating Income 13,747$              

Adjustments to Reconcile Operating Income to 

Net Cash Used For Operating Activities:

Depreciation 32,954                 

Changes in Assets, Liabil ities, and Deferred Inflows and Outflows of Resources:

Decrease in Receivables (6,488)                  

(Increase)/ Decrease in Deferred Outflows 109,240              

Increase/ (Decrease) in Deferred Inflows 83,270                 

Increase/ (Decrease) in Net Pension Liabil ity (242,585)             

(Increase) in Prepaid Expense/Other Assets (255)                     

Increase in Accounts Payable, Trade 37,611                 

Increase in Accounts Payable, Related Party 35,996                 

(Decrease) in Accrued Expenses (2,034)                  

(Decrease) in Net OPEB Liabil ity (196,360)             

(Increase) in Net OPEB Asset (74,466)               

Net Cash Used For Operating Activities (209,370)$           

See Accompanying Notes to the Basic Financial Statements
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NOTE 1 – DESCRIPTION OF THE ENTITY 
 

The Monroe Preparatory Academy (the “Academy”) (formerly known as Academy of Arts and Sciences) is 
a nonprofit corporation established pursuant to Ohio Revised Code Chapter 3314. The Academy offers 
education  for Ohio  children  in  kindergarten  through  third grade.  The Academy  is  independent of  any 
Academy and  is nonsectarian  in  its programs, admission policies, employment practices, and all other 
operations. The Academy may lease or acquire facilities as needed and contract for any services necessary 
for the operation of the Academy.  The Academy is a federally recognized 501(c)(3) nonprofit corporation 
established pursuant to Ohio Revised Code Chapter 1702. 

 

The Academy was approved for operation under a contract with the St. Aloysius Orphanage (the Sponsor) 
for a period of five academic years commencing after July 1, 2005 and ending June 30, 2010. In July 2010, 
this contract was extended for two additional five academic years. The contract was extended through 
June  2020.  The  Sponsor  is  responsible  for  evaluating  the  performance  of  the  Academy  and  has  the 
authority to deny renewal of the contract at its expiration or terminate the contract prior to its expiration.  

 

The  Academy  operates  under  the  direction  of  a  Governing  Board  that  consists  of  not  less  than  five 
individuals who are not owners or employees, or immediate relatives or owners or employees of any for‐
profit firm that operate or manage the Academy for the Governing Board. The Board is responsible for 
carrying out the provisions of the contract that include, but are not limited to, state‐mandated provisions 
regarding student population, curriculum, academic goals, performance standards, admission standards, 
and qualifications of teachers.  

 
The  Academy  contracts  with  Accel  Schools,  LLC.,  for management  services  including management  of 
personnel and human resources, the program of instruction, technology, marketing, data management, 
purchasing, strategic planning, public relations, financial reporting, recruiting, compliance issues, budgets, 
contracts, and equipment and facilities. 
 
NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

The  financial  statements  of  the  Academy  have  been  prepared  in  conformity with  generally  accepted 
accounting principles (GAAP) as applied to governmental units.  The Governmental Accounting Standards 
Board  (GASB)  is  the  accepted  standard‐setting  body  for  establishing  governmental  accounting  and 
financial  reporting principles. The more significant of  the Academy’s accounting policies are described 
below. 
 

Basis of Presentation ‐ The Academy’s basic financial statements consist of a statement of net position; a 
statement  of  revenues,  expenses,  and  changes  in  net  position;  and  a  statement  of  cash  flows.  The 
Academy uses a single enterprise presentation for its financial records.  Enterprise reporting focuses on 
the determination of operating income, changes in net position, financial position, and cash flows.   
 

Measurement Focus ‐ The accounting and reporting treatment is accounted for using a flow of economic 
resources measurement focus. All assets and deferred outflows of resources and all liabilities and deferred 
inflows of resources associated with the operation of the Academy are included on the statement of net 
position.  The  statement  of  revenues,  expenses,  and  changes  in  net  position  presents  increases  (e.g. 
revenues) and decreases (e.g. expenses) in net position.  The statement of cash flows reflects how the 
Academy finances meet its cash flow needs.
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

Basis of Accounting  ‐ Basis of  accounting determines when  transactions are  recorded  in  the  financial 
records and reported on the financial statements.  The Academy’s financial statements are prepared using 
the accrual basis of accounting. Revenue resulting from exchange transactions, in which each party gives 
and  receives essentially equal value,  is  recorded on  the accrual basis when  the exchange  takes place.  
Revenue  resulting  from  nonexchange  transactions,  in which  Academy  receives  value without  directly 
giving equal value in return, such as grants and entitlements, are recognized in the period in which all 
eligibility requirements have been satisfied. Eligibility requirements include timing requirements, which 
specify the period when the resources are required to be used or the period when use is first permitted, 
matching requirements,  in which the Academy must provide local resources to be used for a specified 
purpose,  and  expenditure  requirements,  in  which  the  resources  are  provided  to  the  Academy  on  a 
reimbursement basis.  Expenses are recognized at the time they are incurred. 
 

Budgetary Process ‐ Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C). However, unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter 5705, unless specifically provided  in  the contract between the Academy and  its Sponsor. The 
contract between the Academy and its Sponsor does not require the Academy to follow the provisions 
Ohio Revised Code Chapter 5705; therefore, no budgetary information is presented in the basic financial 
statements.  
 

Cash and Cash Equivalents ‐ Cash received by the Academy is reflected as “Cash and Cash Equivalents” 
on the statement of net position.  The Academy had no investments during the fiscal year ended June 30, 
2019. 
 

Prepaid Items ‐ The Academy records payments made to vendors for services that will benefit periods 
beyond June 30, 2019, as prepaid items using the consumption method. A current asset for the prepaid 
amount is recorded at the time of the purchase and an expense is reported in the year in which services 
are consumed. The Academy had no prepaid items at June 30, 2019. 
 

Capital Assets ‐ The Academy’s capital assets during fiscal year 2019 consisted of computers and software, 
furniture,  textbooks  and  other  equipment.  All  capital  assets  are  capitalized  at  cost  and  updated  for 
additions and retirements during the fiscal year.  Donated capital assets are recorded at their acquisition 
value as of  the date received. The Academy maintains a capitalization threshold of one  thousand  five 
hundred dollars.  The Academy does not have any infrastructure.  Improvements are capitalized. The costs 
of normal maintenance and repairs that do not add to the value of the asset or materially extend an asset’s 
life are not capitalized.   
 

All  capital  assets,  except  land  and  construction  in  progress,  are  depreciated.  Improvements  are 
depreciated over the remaining useful lives of the related capital assets.  Depreciation is computed using 
the straight‐line method over the following useful lives:   
 

     

Description Useful Lives

Computers & Software 5 years
Furniture & Equipment 5-20 years
Textbooks 5 years  
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Net Position  ‐ Net position represents  the difference between assets, deferred outflows of  resources, 
liabilities,  and  deferred  inflows  of  resources.    Net  position  is  reported  as  restricted  when  there  are 
limitations imposed on their use either through the enabling legislation adopted by Academy or through 
external restrictions imposed by creditors, grantors, or laws or regulations of other governments.   The 
Academy  applies  restricted  resources  first  when  an  expense  is  incurred  for  purposes  for which  both 
restricted and unrestricted net position is available.  There is no enabling legislation at June 30, 2019. Net 
invested in capital assets of $55,376 is calculated at capital assets net of accumulated depreciation. 
 
Operating Revenues and Expenses ‐ Operating revenues are those revenues that are generated directly 
from the primary activity of the Academy.  Operating expenses are necessary costs incurred to provide 
the  service  that  is  the  primary  activity  of  the  Academy.  All  revenues  and  expenses  not meeting  this 
definition are reported as non‐operating. 
 
Deferred Inflows and Deferred Outflows of Resources ‐ In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of  resources  represent  a  consumption of  net  position  that  applies  to  a  future period  and will  not  be 
recognized  as  an  outflow  of  resources  (expense/expenditure)  until  then.    For  the  Academy,  deferred 
outflows of resources are reported on the statement of net position for pension and OPEB.  The deferred 
outflows of resources related to pension and OPEB plans are explained in Notes 9 and 10.  
  
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. For the Academy, deferred inflows of resources include 
pension and OPEB. These amounts are deferred and recognized as an inflow of resources in the period 
the amounts become available.   Deferred  inflows of  resources  related to pension and OPEB plans are 
reported on the statement of net position. (See Notes 9 and 10) 
 
Pensions/Other Postemployment Benefits  (OPEB) – For purposes of measuring  the net pension/OPEB 
asset/liability,  deferred  outflows  of  resources  and  deferred  inflows  of  resources  related  to 
pensions/OPEB,  and  pension/OPEB  expense,  information  about  the  fiduciary  net  position  of  the 
pension/OPEB plans and additions to/deductions from their fiduciary net position have been determined 
on the same basis as they are reported by the pension/OPEB plan.  For this purpose, benefit payments 
(including refunds of employee contributions) are recognized when due and payable in accordance with 
the benefit terms.  The pension/OPEB plans report investments at fair value. 
 
Estimates  ‐ The preparation of  financial  statements  in  conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from those estimates.  
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NOTE 3 ‐ CASH AND CASH EQUIVALENTS 
 
The Academy classifies deposits by category of risk as defined in GASB Statement No.3 “Deposits with 
Financial  Institutions,  Investments  (including  Repurchase  Agreements)  and  Reverse  Repurchase 
Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk Disclosures”. 
 
The Academy maintains its cash balances at Huntington Bank in Ohio. The balances are insured by the 
Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account. At June 30, 2019, 
the book amount of the Academy’s deposits was $120,670 and the bank balance was $128,273. At June 
30, 2019, none of the bank balance was uninsured and exposed to custodial credit risk. 
 
NOTE 4 ‐ RECEIVABLES 
 
At  June  30,  2019,  The  Academy  had  intergovernmental  receivables  of  $19,941.  These  receivables 
represent monies due from Federal programs, which were not received as of June 30, 2019. The Academy 
also had accounts receivables in the amount of $11,156. These receivables represent monies for shared 
employee  expense, which was  not  received  as  of  June  30,  2019.  The  receivables  are  expected  to  be 
collected within one year.  
 
 
NOTE 5 – CAPITAL ASSETS 
 
The capital asset activity for the fiscal year ended June 30, 2019, was as follows: 

Balance 

6/30/18 Additions Deletions

Balance 

6/30/19

Capital Assets:

Computers & Software 144,399$         30,838$           ‐$                  175,237$        

Furniture & Equipment 83,148             11,164             ‐                    94,312            

Textbooks 33,370             ‐                    ‐                    33,370            

Total Capital Assets 260,917           42,002             ‐                    302,919          

Less Accumulated Depreciation:

Computers & Software (130,085)         (22,810)            ‐                    (152,895)        

Furniture & Equipment (77,830)            (3,470)              ‐                    (81,300)           

Textbooks (6,674)              (6,674)              ‐                    (13,348)           

Total Accumulated Depreciation (214,589)         (32,954)            ‐                    (247,543)        

Total Capital Assets, Net 46,328$           9,048$             ‐$                  55,376$          
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NOTE 6 – LONG – TERM OBLIGATIONS 
 
The changes in the Academy’s long‐term obligations during fiscal year 2019 were as follows: 
 

 
During fiscal year 2018, the Academy entered into a note with ACCEL Schools of Ohio, (the management 
company of the Academy) to reclassify unpaid rent due to ACCEL into long term obligations in the amount 
of $115,885. The note pays interest at 2.5% per annum. The note requires monthly payments of $241 in 
interest only through August 2018, due only when the Academy is operating at a surplus. Beginning August 
2018, the note requires monthly payments of $2,540. The note is due in full by July 31, 2022. The table 
below summarizes the future long‐term obligations of this note.  
 
There are no prepayment penalties associated with this Note. In the event of default, the Lender, at its 
option, may increase the interest rate up to 5.00 percentage points, or deem the note immediately due. 
Default on the note  is defined as  late payments,  failure to comply with the management agreement, 
making  false  statements,  dissolution  or  insolvency,  creditor  of  forfeiture  proceedings,  or  Academy 
closure. 
 
Future obligations under the note are as follows: 

Principal Interest

2020 28,541$           1,933$             30,474$        
2021 29,263 1,211 30,474          
2022 32,537 476 33,013          

90,341$           3,620$             93,961$        

Total Debt 
Service

 
 

 

Balance 

6/30/2018 Additions Reductions

Balance 

6/30/2019

Due Within 

One Year

Post Employment Liability:

Net Pension Liability 1,432,042$     ‐$                  (242,585)$    1,189,457$         ‐$                     

Net OPEB Liability 279,605           ‐                    (196,360)       83,245                  ‐                       

Total Post Employment Liability 1,711,647        ‐                    (438,945)       1,272,702            ‐                       

Direct Borrowing: Accel Note 115,885           ‐                    (25,544)         90,341                  28,541                 

Total Long‐Term Obligations 1,827,532$     ‐$                  (464,489)$    1,363,043$         28,541$              
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NOTE 7 – RISK MANAGEMENT 
 
The Academy is exposed to various risks of loss related to torts; theft of, damage to, and destruction of 
assets; errors and omissions; injuries to employees; and natural disasters.  During fiscal year 2019, the 
Academy contracted with the Hartford Casualty Insurance Company. Settled claims have not exceeded 
this  commercial  coverage  in  the  prior  three  years  and  there  have  been  no  significant  reductions  in 
insurance coverage from the prior year. 
 

General Liability:
Each Occurrence 1,000,000$   
Aggregate Limit 2,000,000     
Products - Completed Operations Aggregate Limit 2,000,000     
Medical Expense Limit - Any One Person/Occurrence 15,000          
Damage to Rented Premises - Each Occurrence 500,000        
Personal and Advertising Injury 1,000,000     

Business Personal Property 447,000        

Automobile Liability:
Combined Single Limit 1,000,000     

Excess/Umbrella:

Each Occurrence 3,000,000     

Aggregate Limit 3,000,000     

 
 
NOTE 8 – PURCHASED SERVICES 
 
For the year ending June 30, 2019, purchased service expenses were for the following services: 
 

Purchased Services Amount
Personnel Services 691,282$         
Professional Services 399,865           
Property Services 318,097

   Utilities 32,218
Travel & Meetings 1,861
Communications 42,715
Contractual Trade 152,935
Pupil Transportation 3,710

Total 1,642,683$      

 
The amounts above are net of pension/OPEB expenses further described in Notes 9 and 10.  
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NOTE 9 – DEFINED BENEFIT PENSIONS PLANS 
 
Net Pension Liability 
 
The net pension liability reported on the statement of net position represents a liability to employees for 
pensions.  Pensions  are  a  component  of  exchange  transactions—between  an  employer  and  its 
employees—of salaries and benefits for employee services.  Pensions are provided to an employee—on a 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for pensions is a present obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long‐
term  variables,  including  estimated  average  life  expectancies,  earnings  on  investments,  cost  of  living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   

 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy  cannot  control  benefit  terms  or  the manner  in which  pensions  are  financed;  however,  the 
Academy  does  receive  the  benefit  of  employees’  services  in  exchange  for  compensation  including 
pension.  

 
GASB 68  assumes  the  liability  is  solely  the obligation of  the  employer,  because  (1)  they benefit  from 
employee  services;  and  (2)  State  statute  requires  all  funding  to  come  from  these  employers.    All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State  legislature.   Any resulting  legislative change to benefits or funding could 
significantly affect the net pension liability.  Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net pension liability 
on  the  accrual  basis  of  accounting.    Any  liability  for  the  contractually‐required  pension  contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   

 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Plan  Description  –  Academy  non‐teaching  employees  participate  in  SERS,  a  statewide,  cost‐sharing 
multiple‐employer  defined  benefit  pension  plan  administered  by  SERS.    SERS  provides  retirement, 
disability and survivor benefits  to plan members and beneficiaries.   Authority  to establish and amend 
benefits  is provided by Ohio Revised Code Chapter 3309.   SERS issues a publicly available, stand‐alone 
financial  report  that  includes  financial  statements,  required  supplementary  information  and  detailed 
information about SERS’ fiduciary net position.  That report can be obtained by visiting the SERS website 
at www.ohsers.org under Employers/Audit Resources.  
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NOTE 9 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description ‐ School Employees Retirement System (SERS) – continued  
 
Age and service requirements for retirement are as follows: 
  

 
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the  Academy  is  required  to  contribute  14  percent  of  annual  covered  payroll.    The  contribution 
requirements  of  plan  members  and  employers  are  established  and  may  be  amended  by  the  SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent for 
employers.    The  Retirement  Board,  acting  with  the  advice  of  the  actuary,  allocates  the  employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B 
Fund, and Health Care Fund).  For the fiscal year ended June 30, 2019, the allocation to pension, death 
benefits, and Medicare B was 13.5 percent.  SERS allocated 0.5 percent of employer contributions to the 
Health Care Fund for fiscal year 2019. 
 
The Academy’s contractually required contribution to SERS was $12,617 for fiscal year 2019.  
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – Academy licensed teachers and other faculty members participate in STRS Ohio, a cost‐
sharing multiple‐employer  public  employee  retirement  system  administered  by  STRS.    STRS  provides 
retirement and disability benefits  to members and death and survivor benefits  to beneficiaries.    STRS 
issues  a  stand‐alone  financial  report  that  includes  financial  statements,  required  supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215‐3771, by calling (888) 227‐7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New  members  have  a  choice  of  three  retirement  plans;  a  Defined  Benefit  (DB)  Plan,  a  Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307. 
For the DB Plan, from August 1, 2015–July 1, 2017, any member could retire with reduced benefits who 
had (1) five years of service credit and age 60; (2) 26 years of service credit and age 55; or (3) 30 years of 
service  credit  regardless  of  age.  Effective  August  1,  2017–July  1,  2019,  any member may  retire with 
reduced benefits who has (1) five years of service credit and age 60; (2) 27 years of service credit and age  
 

Eligible to Retire before Eligible to Retire on or after

August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or

Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
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NOTE 9 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description ‐ State Teachers Retirement System (STRS) – continued  
 
55; or  (3) 30 years of service credit  regardless of age. Eligibility changes will  continue to be phased  in 
through August 1, 2026, when retirement eligibility for unreduced benefits will be five years of service 
credit and age 65, or 35 years of  service credit and at  least age 60. Retirement eligibility  for  reduced 
benefits will be five years of service credit and age 60, or 30 years of service credit regardless of age. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.    The  remaining 4.5 percent of  the 14 percent employer  rate  is  allocated  to  the defined 
benefit unfunded liability.  Effective July 1, 2017, employer contributions of 9.53 percent are placed in the 
investment accounts and the remaining 4.47 percent of the 14 percent employer rate is allocated to the 
defined benefit unfunded  liability. A member  is eligible  to  receive a  retirement benefit at age 50 and 
termination of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum 
withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
In the Combined Plan, member contributions are allocated among investment choices by the member, 
and employer contributions are used to fund a defined benefit payment. A member’s defined benefit is 
determined by multiplying one percent of the member’s final average salary by the member’s years of 
service credit. The defined benefit portion of the Combined Plan payment is payable to a member on or 
after age 60 with five years of service. The DC portion of the account may be taken as a  lump sum or 
converted to a lifetime monthly annuity at age 50 and termination of employment. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another  STRS plan.    The optional  annuitization of  a member’s defined  contribution account or  the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of  investment gain or  loss on the account.   STRS has therefore  included all three plan 
options as one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with  five or more years of credited service who  is determined to be 
disabled  may  qualify  for  a  disability  benefit.    Eligible  survivors  of  members  who  die  before  service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance.  
 
Funding  Policy  –  Employer  and  member  contribution  rates  are  established  by  the  State  Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30,  2019,  plan members were  required  to  contribute  14  percent  of  their  annual  covered  salary.  The 
Academy was  required  to  contribute 14 percent;  the entire 14 percent was  the portion used  to  fund 
pension obligations.  The fiscal year 2019 contribution rates were equal to the statutory maximum rates. 
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NOTE 9 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description ‐ State Teachers Retirement System (STRS) – continued  

 
The Academy’s contractually required contribution to STRS was $78,850 for fiscal year 2019.   
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
 
The net pension liability was measured as of June 30, 2018, and the total pension liability used to calculate 
the  net  pension  liability  was  determined  by  an  independent  actuarial  valuation  as  of  that  date.  The 
Academy's employer allocation percentage of the net pension liability was based on the employer’s share 
of  employer  contributions  in  the  pension  plan  relative  to  the  total  employer  contributions  of  all 
participating  employers.  Following  is  information  related  to  the  proportionate  share  and  pension 
expense: 
 

 
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual  investment earnings, differences between expected and 
actual  actuarial  experience,  changes  in  assumptions  and  changes  in  the Academy’s  proportion of  the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense  over  current  and  future  periods.  The  difference  between  projected  and  actual  investment 
earnings is recognized in pension expense using a straight‐line method over a five‐year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight‐line method. Employer 
contributions to the pension plan subsequent to the measurement date are also required to be reported 
as a deferred outflow of resources.  
 
At June 30, 2019 the Academy reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  
 
 
 
 

SERS STRS Total

Proportion of the Net Pension Liability

  Prior Measurement Date 0.00285061% 0.00531135%

Proportion of the Net Pension Liability

  Current Measurement Date 0.00297740% 0.00463411%

Change in Proportionate Share 0.00012679% -0.00067724%

Proportionate Share of the Net Pension

  Liability 170,521               1,018,936            1,189,457            

Pension Expense (13,932)                (44,674)                (58,606)                
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NOTE 9 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 

 
 
$91,467  reported  as  deferred  outflows  of  resources  related  to  pension  resulting  from  Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2020.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to pension will be recognized in pension expense as follows:  
 
 
 
 
 
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 9,350                   23,518                 32,868                 

Changes of assumptions 3,851                   180,574               184,425               

Net difference between projected and

  actual earnings on pension plan investments -                       -                       -                       

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 4,953                   -                       4,953                   

Academy contributions subsequent to the 

  measurement date 12,617                 78,850                 91,467                 

Total Deferred Outflows of Resources 30,771                 282,942               313,713               

-                       -                       

Deferred Inflows of Resources

Differences between expected and

  actual experience -                       6,654                   6,654                   

Changes of assumptions -                       -                       -                       

Net difference between projected and

  actual earnings on pension plan investments 4,723                   61,785                 66,508                 

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 23,577                 286,010               309,587               

Total Deferred Inflows of Resources 28,300                 354,449               382,749               
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NOTE 9 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 

 
Actuarial Assumptions ‐ SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67, 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment terminations).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits  for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and  the historical pattern of  sharing benefit  costs between  the employers and plan 
members  to  that point.  The projection of benefits  for  financial  reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long‐term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the  benefits,  if  any,  paid  to  the  employee  after  termination  of  employment  until  the  death  of  the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key  methods  and  assumptions  used  in  calculating  the  total  pension  liability  in  the  latest  actuarial 
valuation, prepared as of June 30, 2018, are presented below: 
 
 
 
 
 
 
 

SERS STRS Total

Fiscal Year Ending June 30:

2020 (2,645)                  (53,199)                 (55,844)                

2021 (456)                     (16,364)                 (16,820)                

2022 (5,596)                  (42,357)                 (47,953)                

2023 (1,449)                  (38,437)                 (39,886)                

-                       

-                                             -                       

Total (10,146)                (150,357)               (160,503)              
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NOTE 9 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS – continued  
 

 
 
For post‐retirement mortality, the table used in evaluating allowances to be paid is the RP‐2014 Blue Collar 
Mortality Table with fully generational projection and Scale BB, with 120 percent of male rates and 110 
percent of female rates used. The RP‐2000 Disabled Mortality Table with 90 percent for male rates and 
100 percent for female rates set back five years is used for the period after disability retirement.  
 
The  long‐term  return  expectation  for  the  Pension  Plan  Investments  has  been  determined  by  using  a 
building‐block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A  forecasted  rate  of  inflation  serves  as  the  baseline  for  the  return  expectation.    Various  real  return 
premiums over  the baseline  inflation  rate have been established  for  each asset  class.    The  long‐term 
expected nominal rate of return has been determined by calculating an arithmetic weighted average of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the expected return from rebalancing uncorrelated asset classes. The asset allocation, as used in the June 
30, 2015 five‐year experience study, is summarized as follows: 
 

 
 
Discount Rate Total pension liability was calculated using the discount rate of 7.50 percent. The projection 
of  cash  flows  used  to  determine  the  discount  rate  assumed  that  employers  would  contribute  the 
actuarially  determined  contribution  rate  of  projected  compensation  over  the  remaining  26‐year 
amortization  period  of  the  unfunded  actuarial  accrued  liability.  Projected  inflows  from  investment 
earnings were calculated using the long‐term assumed investment rate of return (7.50 percent). Based on 
those  assumptions,  the  plan’s  fiduciary  net  position was  projected  to  be  available  to make  all  future 
benefit payments of current plan members. Therefore, the long‐term expected rate of return on pension 
plan investments was applied to all periods of projected benefits to determine the total pension liability.  
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)
COLA or Ad Hoc COLA 2.50 percent, on and after April 1, 2018, COLA's for future retirees 

will be delayed for three years following commencement

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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NOTE 9 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS – continued  
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the  following table presents  the Academy’s proportionate share of  the net pension  liability calculated 
using the discount rate of 7.50 percent, as well as what the Academy’s net pension liability would be if it 
were calculated using a discount rate that is one percentage point lower (6.50 percent), or one percentage 
point higher (8.50 percent) than the current rate. 

  
 
Actuarial Assumptions ‐ STRS 
 
The  total  pension  liability  in  the  July  1,  2018  actuarial  valuation was  determined  using  the  following 
actuarial assumptions, applied to all periods included in the measurement:  
 

 
 
Post‐retirement mortality rates are based on RP‐2014 Annuitant Mortality Table with 50 percent of rates 
through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 and 
84, and 100 percent of rates thereafter, projected forward generationally using mortality improvement 
scale MP‐2016; pre‐retirement mortality rates are based on RP‐2014 Employee Mortality Table, projected 
forward generationally using mortality improvement scale MP‐2016. 
 
The actuarial assumptions used in the July 1, 2018 valuation, were adopted by the board from the results 
of an actuarial experience study for July 1, 2011, through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 
 
 
 
 
 

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

Academy's proportionate share

  of the net pension liability $240,192 $170,521 $112,107

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Projected Payroll Growth 3.00 percent
Cost-of-Living Adjustments 0.00 percent
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NOTE 9 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – STRS – continued  
 

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.  Over  a  30‐year  period,  STRS’  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2018. The projection of cash flows used to determine the discount rate assumes that employer and 
member contributions will be made at statutory contribution rates of 14 percent each. For this purpose, 
only  employer  contributions  that  are  intended  to  fund  benefits  of  current  plan  members  and  their 
beneficiaries are included. Based on those assumptions, STRS’ fiduciary net position was projected to be 
available to make all projected future benefit payments to current plan members as of June 30, 2018. 
Therefore, the long‐term expected rate of return on pension plan investments of 7.45 percent was applied 
to all periods of projected benefit payments to determine the total pension liability as of June 30, 2018. 
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the Academy's proportionate share of the net pension liability as of 
June 30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as 
what the Academy's proportionate share of the net pension liability would be if it were calculated using a 
discount  rate  that  is  one‐percentage‐point  lower  (6.45 percent)  or  one‐percentage‐point  higher  (8.45 
percent) than the current assumption:  

  
 
 

 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share

  of the net pension liability $1,488,023 $1,018,936 $621,919
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS 
 
Net OPEB Asset/Liability 

 
The net OPEB asset/liability reported on the statement of net position represents an asset or liability to 
employees  for  OPEB.  OPEB  is  a  component  of  exchange  transactions‐–between  an  employer  and  its 
employees—of salaries and benefits for employee services.   OPEB are provided to an employee—on a 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services  each  financial  period.    The  obligation  to  sacrifice  resources  for  OPEB  is  a  present  obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net OPEB asset/liability represents the Academy’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB asset/liability calculation is dependent on critical long‐
term  variables,  including  estimated  average  life  expectancies,  earnings  on  investments,  cost  of  living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting these estimates annually.   

 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which OPEB are financed; however, the Academy 
does receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the asset/liability is solely that of the employer, because they benefit from employee 
services.   OPEB contributions come from these employers and health care plan enrollees, which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio Revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
to benefits or funding could significantly affect the net OPEB asset/liability. Resulting adjustments to the 
net OPEB asset/liability would be  effective when  the  changes  are  legally  enforceable.  The  retirement 
systems may allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net OPEB asset/ 
liability on the accrual basis of accounting.  Any liability for the contractually‐required OPEB contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   

 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Health Care Plan Description ‐ The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non‐certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a 
cost‐sharing  other  postemployment  benefit  (OPEB)  plan.    SERS’ Health Care  Plan provides  healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the death of a member or retiree, are eligible for SERS’ health care coverage. Most retirees and  
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Plan Description ‐ School Employees Retirement System (SERS) – continued  
 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self‐insured preferred provider 
organization  for  its  non‐Medicare  retiree  population.  For  both  groups,  SERS  offers  a  self‐insured 
prescription drug program. Health care  is a benefit  that  is permitted, not mandated, by  statute.    The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the 
plan selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding  Policy  ‐  State  statute  permits  SERS  to  fund  the  health  care  benefits  through  employer 
contributions.    Each  year,  after  the  allocation  for  statutorily  required  pensions  and  benefits,  the 
Retirement Board may allocate  the  remainder of  the employer  contribution of 14 percent of  covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2019, 0.5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro‐rated if 
less than a full year of service credit was earned. For fiscal year 2019, this amount was $21,600. Statutes 
provide that no employer shall pay a health care surcharge greater than 2.0 percent of that employer’s 
SERS‐covered payroll; nor may SERS collect  in aggregate more than 1.5 percent of  the  total statewide 
SERS‐covered  payroll  for  the  health  care  surcharge.    For  fiscal  year  2019,  the  Academy’s  surcharge 
obligation was $1,685.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The Academy’s contractually required contribution to SERS was 
$2,152 for fiscal year 2019.     
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost‐sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part 
B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the 
report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227‐7877. 
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Plan Description ‐ State Teachers Retirement System (STRS) – continued  
 
Funding  Policy  –  Ohio  Revised  Code  Chapter  3307  authorizes  STRS  to  offer  the  Plan  and  gives  the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed  
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees,  for  the most  recent  year,  pay  a  portion  of  the  health  care  costs  in  the  form of  a monthly 
premium.  Under Ohio law, funding for post‐employment health care may be deducted from employer 
contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2019, STRS did 
not allocate any employer contributions to post‐employment health care.   
 
OPEB Assets/Liabilities, OPEB Expense, and Deferred Outflows/Inflows of Resources Related to OPEB  
 
The net OPEB asset/liability was measured as of June 30, 2018, and the total OPEB asset/liability used to 
calculate  the  net  OPEB  asset/liability  was  determined  by  an  actuarial  valuation  as  of  that  date.  The 
Academy's proportion of the net OPEB asset/liability was based on the Academy's share of contributions 
to the respective retirement systems relative to the contributions of all participating entities.  Following 
is information related to the proportionate share and OPEB expense: 

 

 
 
At June 30, 2019, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  
 
 
 
 
 
 
 
 
 
 
 

SERS STRS Total

Proportion of the Net OPEB Liability

  Prior Measurement Date 0.00269682% 0.00531135%

Proportion of the Net OPEB Liability/asset

  Current Measurement Date 0.00300064% 0.00463411%

Change in Proportionate Share 0.00030382% -0.00067724%

Proportionate Share of the Net OPEB

  Liability/(asset) 83,245                 (74,466)                8,779                   

OPEB Expense (125)                     (168,551)              (168,676)              
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 

 
$2,152 reported as deferred outflows of resources related to OPEB resulting from Academy contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending  June 30, 2020.   Other amounts  reported as deferred outflows of  resources and deferred 
inflows of resources related to OPEB will be recognized in OPEB expense as follows:  
 
 
 
 
 
 
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 1,359$                 8,697$                 10,056$               

Changes of assumptions -                       -                       -                       

Net difference between projected and

  actual earnings on OPEB plan investments -                       -                       -                       

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 7,683                   -                       7,683                   

Academy contributions subsequent to the 

  measurement date 2,152                   -                       2,152                   

Total Deferred Outflows of Resources 11,194$               8,697$                 19,891$               

-                       -                       

Deferred Inflows of Resources

Differences between expected and

  actual experience -$                     4,339$                 4,339$                 

Changes of assumptions 7,479                   101,466               108,945               

Net difference between projected and

  actual earnings on OPEB plan investments 126                      8,507                   8,633                   

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 8,022                   39,201                 47,223                 

Total Deferred Inflows of Resources 15,627$               153,513$             169,140$             
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 

 
 
Actuarial Assumptions ‐ SERS 
 
The  total  OPEB  liability  was  determined  by  an  actuarial  valuation  as  of  June  30,  2018.  The  actuarial 
assumptions used in the valuation are based on results from the most recent actuarial experience study, 
which covered the five‐year period ending June 30, 2015. The experience study report is dated April 2016. 
The total OPEB liability used the following assumptions and other inputs: 
 

 
 
Mortality rates were based on the RP‐2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of  female rates. RP‐2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The long‐term expected rate of return on plan factors are considered in evaluating the long‐term rate of 
return assumption including long‐term historical data, estimates inherent in current market data, and a 
long‐normal distribution analysis  in which best‐estimate ranges of expected future real rates of return 
were developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long‐term expected rate of return, 7.50 percent, by weighting the expected future real rates  

SERS STRS Total

Fiscal Year Ending June 30:

2020 (6,182)                         (25,944)                       (32,126)                       

2021 (4,423)                         (25,944)                       (30,367)                       

2022 1,144                          (25,944)                       (24,800)                       

2023 1,196                          (32,055)                       (30,859)                       

2024 1,189                          (19,317)                       (18,128)                       

Thereafter 491                             (15,612)                       (15,121)                       

Total (6,585)                         (144,816)                     (151,401)                     

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Municipal Bond Index Rate

Measurement Date 3.62 percent
Prior Measurement Date 3.56 percent

Single Equivalent Interest Rate
Measurement Date 3.70 percent, net of plan investment expense, including price inflation
Prior Measurement Date 3.63 percent, net of plan investment expense, including price inflation

Health Care Cost Trend Rate
Medicare 5.375 percent - 4.75 percent
Pre-Medicare 7.25 percent - 4.75 percent
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – SERS – continued  
 
of return by the target asset allocation percentage and then adding expected inflation. The capital market 
assumptions developed by the investment consultant are intended for use over a 10‐year horizon and 
may not be useful in setting the long‐term rate of return for funding pension plans which covers a longer 
timeframe.  The assumption  is  intended  to be  a  long‐term assumption and  is  not  expected  to  change 
absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental 
change in the market that alters expected returns in future years. 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 
as used in the June 30, 2015 five‐year experience study, are summarized as follows: 
 

 
 

Discount  Rate  The  discount  rate  used  to measure  the  total  OPEB  liability  at  June  30,  2018 was  3.70 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2018 was 3.63 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be made 
from members and the System at the contribution rate of 2.00 percent of projected covered payroll each 
year, which includes a 1.50 percent payroll surcharge and 0.50 percent of contributions from the basic 
benefits  plan.  Based  on  these  assumptions,  the  OPEB  plan’s  fiduciary  net  position  was  projected  to 
become  insufficient  to  make  future  benefit  payments  during  the  fiscal  year  ending  June  30,  2026. 
Therefore,  the  long‐term expected  rate of  return on OPEB plan assets was used  to present  value  the 
projected  benefit  payments  through  the  fiscal  year  ending  June  30,  2025  and  the  Fidelity  General 
Obligation 20‐year Municipal Bond Index rate of 3.62 percent, as of June 30, 2018 (i.e., municipal bond 
rate), was used to present value the projected benefit payments for the remaining years in the projection. 
The total present value of projected benefit payments  from all  years was then used to determine the 
single rate of return that was used as the discount rate. The projection of future benefit payments for all 
current plan members was until the benefit payments ran out. 
 
Sensitivity of the Academy's Proportionate Share of the Net OPEB Liability to Changes in the Discount 
Rate and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in 
the discount rate and the health care cost trend rate. The following table presents the net OPEB liability 
and what the net OPEB liability would be if it were calculated using a discount rate that is one percentage 
 

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – SERS – continued  
 
point lower (2.70 percent) and higher (4.70 percent) than the current discount rate (3.70 percent). Also 
shown is what the net OPEB liability would be based on health care cost trend rates that are one percent 
lower (6.25 percent decreasing to 3.75 percent) and one percent higher (8.25 percent decreasing to 5.75 
percent) than the current rate. 
  

 

   
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2018, actuarial valuation are presented below:   

 

 
 

Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 
For  healthy  retirees  the mortality  rates  are  based  on  the  RP‐2014 Annuitant Mortality  Table with  50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between 
ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality 
improvement scale MP‐2016. For disabled retirees, mortality rates are based on the RP‐2014 Disabled 
Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected forward 
generationally using mortality improvement scale MP‐2016. 
 
Actuarial  assumptions  used  in  the  June  30,  2018,  valuation  are  based  on  the  results  of  an  actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  

Current

1% Decrease Discount Rate 1% Increase

(2.70%) (3.70%) (4.70%)

Academy's proportionate share

  of the net OPEB liability $101,012 $83,245 $69,178

Current

1% Decrease Trend Rate 1% Increase

(6.25 % decreasing (7.25 % decreasing (8.25 % decreasing

to 3.75%) to 4.75%) to 5.75%)

Academy's proportionate share

  of the net OPEB liability $67,164 $83,245 $104,541

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Health Care Cost Trend Rates -5.23 percent to 9.62 percent, initial, 4.00 percent ultimate
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – STRS – continued  
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.    Over  a  30‐year  period,  STRS'  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total OPEB asset/liability was 7.45 percent as of 
June 30, 2018. The projection of cash flows used to determine the discount rate assumed STRS continues 
to allocate no employer contributions to the health care fund. Based on those assumptions, the OPEB 
plan’s fiduciary net position was projected to be available to make all projected future benefit payments 
to current plan members as of June 30, 2018. Therefore, the long‐term expected rate of return on health 
care  plan  investments  of  7.45  percent  was  applied  to  all  periods  of  projected  benefit  payments  to 
determine the total OPEB liability as of June 30, 2018.  
 
Sensitivity  of  the Academy’s  Proportionate  Share of  the Net OPEB Asset/Liability  to  Changes  in  the 
Discount and Health Care Cost Trend Rate The following table represents the net OPEB asset/liability as 
of June 30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as 
what the net OPEB asset/liability would be if it were calculated using a discount rate that is one percentage 
point lower (6.45 percent) or one percentage point higher (8.45 percent) than the current assumption. 
Also shown is the net OPEB liability as of June 30, 2018, calculated using health care cost trend rates that 
are one percentage point lower or one percentage point higher than the current health care cost trend 
rates. 
 
 
 
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – STRS – continued  
 

 

   
 

 

 

NOTE 11 – CONTINGENCIES 
 
Grants ‐ The Academy received financial assistance from federal and state agencies in the form of grants. 
The disbursement of funds received under these programs generally requires compliance with terms and 
conditions  specified  in  the  grant  agreements  and  are  subject  to  audit  by  the  grantor  agencies.  Any 
disallowed claims resulting from such audits could become a liability of the Academy. However,  in the 
opinion of management, any such disallowed claims will not have a material adverse effect on the overall 
financial position of the Academy at June 30, 2019. 
 
Litigation ‐ There are currently no matters in litigation with the Academy as defendant. 
 
Full‐Time Equivalency ‐ Academy foundation funding is based on the annualized full‐time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for  Foundation  funding  purposes.   Community  schools  must  provide  documentation  that  clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  
 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation  funding  due  to  a  lack  of  evidence  to  support  student  participation  and  other matters  of 
noncompliance. ODE performed such a review on the Academy for fiscal year 2019.   
 
 
 
 
 
 
 

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share

  of the net OPEB asset $63,824 $74,466 $83,409

Current

1% Decrease Trend Rate 1% Increase

Academy's proportionate share

  of the net OPEB asset $82,904 $74,466 $65,895
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NOTE 11 – CONTINGENCIES (Continued) 
 
As of the date of this report, all ODE adjustments have been completed. 
 
In addition, the School’s contract with their Sponsor and management company require payment based 
on revenues received from the State.  As discussed above, all ODE adjustments through fiscal year 2019 
have been completed. A reconciliation between payments previously made and the FTE adjustments has 
taken place with these contracts.  
 
NOTE 12 – BUILDING LEASES 

 
During  fiscal  year 2018,  the Academy moved  into a new  facility  located at 328 East Monroe Street  in 
Sandusky, Ohio.  The facility is owned by the Academy’s management company, Accel Schools.   Under 
the Development Agreement signed by the Academy and Accel in February 2017, the Academy shall be 
charged monthly rent in an amount equal to 12.5% of State Aid revenues and shall not exceed $30,000 
per month. The remaining term of the lease shall coincide with the current management agreement. Rent 
paid in fiscal year 2019 totaled $214,831. 
 
NOTE 13 ‐ SPONSOR 
 
The Academy was approved for operation under a contract with the St. Aloysius Orphanage (the Sponsor) 
for a period of five academic years commencing July 18, 2005. In July 2015, this contract was extended 
for an additional five academic years. As part of this contract, the Sponsor is entitled to 3% of the total 
State foundation funds.  Total amount due and paid for fiscal year 2019 was $51,793. 
 
NOTE 14 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES 
 
The Academy had an agreement with Accel Schools, a management company, to provide legal, financial, 
and other management support services for fiscal year 2019. The agreement was for a period of five years 
beginning July 1, 2015. Management fees are calculated as 12.5% of the Academy’s State Revenue, plus 
$20,000 for managing Federal Funds. The total amount due from the Academy for the fiscal year ending 
June 30, 2019 was $235,836 and is included under “Purchased Services” on the Statement of Revenues, 
Expenses and Changes in Net Position. 
 
Also, per the management agreement there are expenses that will be billed to the Academy based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of Accel employees working 
in at the Academy and other costs related to providing education and administrative services. The total 
amount billed to the Academy inclusive of management fees during fiscal year 2019 was $1,174,392. 
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NOTE 14 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES (continued) 
 
The following table is a summary of the management company expenses during fiscal year 2019: 
 

 
 
Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro‐rated based on 
full time equivalent (FTE) head count as of June 30, 2019 by each school it manages.  
 
NOTE 15 – IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES  
 
For  the  fiscal  year  ended  June  30,  2019,  the  Academy  has  implemented  Governmental  Accounting 
Standards Board (GASB) Statement No. 83, Certain Asset Retirement Obligations and GASB Statement No. 
88, Certain Disclosures Related to Debt, including Direct Borrowings and Direct Placements. 
 
GASB Statement No. 83 establishes criteria for determining the timing and pattern of recognition of a 
liability  and  a  corresponding  deferred  outflow  of  resources  for  asset  retirement  obligations.  The 
implementation of GASB  Statement No.  83 did not have an effect  on  the  financial  statements of  the 
Academy. 
 
GASB Statement No. 88 establishes additional financial statement note disclosure requirements related 
to debt obligations of governments,  including direct borrowings and direct placements. These changes 
were incorporated in the School’s fiscal year 2019 financial statements; however, there was no effect on 
beginning net position. 
 
NOTE 16 ‐ MANAGEMENT PLAN 
 
For fiscal year 2019, the Academy had a net position deficit of $(1,744,903) including the impacts of the 
Net Pension/OPEB assets/liabilities and  related accruals. The Academy’s net deficit  in  fiscal year 2019 
improved from the $(2,140,087) net deficit in fiscal 2018. Enrollment increased in fiscal year 2019 to 212, 
up  from  114  in  fiscal  year  2018.    The  Academy’s  ability  to  maintain  a  stable  administrative  and 
instructional team along with active advertising via print, radio, mailings and through referrals of current 
parents is anticipated to help produce the likelihood of future enrollment growth leading to surpluses and 
provide an opportunity for the academy to recover from its prior deficits. 

 Monroe Preparatory Academy 

 Regular Instruction
(1100 Function Codes) 

 Special Instruction
(1200 Function Codes) 

 Support Services
(2000 Function Codes) 

 Total 

                                1,100                                 1,200                                 2,000 
Direct Expenses: 
Salaries & Wages (100 Object Codes) 512,689                           112,646                           153,636                           778,970             
Employees’ Benefits (200 Object Codes) 96,097                             17,816                             18,889                             132,802             
Professional & Technical Services (410 Object Codes) 31,721                             31,721               
Supplies (510 Object Codes) 17,862                             14,464                             32,326               
Other Direct Costs (All Other Object Codes) 31,013                             8,543                               39,556               
Total Direct Expenses 657,661                           130,461                           227,253                           1,015,375          
  
Indirect Expenses:  
Overhead 181,075                           181,075             
  
Total Expenses 657,661                           130,461                           408,328                           1,196,450          
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2019 2018 2017 2016 2015 2014
Academy's Proportion of the Net Pension

Liability 0.0029774% 0.0028506% 0.0032476% 0.0042729% 0.004911% 0.004911%

Academy's Proportionate Share of the Net
Pension Liability 170,521$        170,318$        237,694$        243,816$        248,543$        292,041$        

Academy's Covered Payroll 105,570$        85,821$          142,114$        128,634$        144,149$        119,509$        

Academy's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 161.52% 198.46% 167.26% 189.54% 172.42% 244.37%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 71.36% 69.50% 62.98% 69.16% 71.70% 65.52%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net Pension Liability

School Employees Retirement System of Ohio
Last Six Fiscal Years (1)
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2019 2018 2017 2016 2015 2014
Academy's Proportion of the Net Pension

Liability 0.00463411% 0.00531135% 0.00570583% 0.00616730% 0.00731224% 0.00731224%

Academy's Proportionate Share of the Net
Pension Liability 1,018,936$        1,261,724$        1,909,913$        1,704,461$        1,778,590$        2,118,645$        

Academy's Covered Payroll 526,821$          583,914$          638,400$          643,457$          804,577$          668,177$          

Academy's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 193.41% 216.08% 299.17% 264.89% 221.06% 317.08%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 77.31% 75.29% 66.80% 72.10% 74.70% 69.30%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net Pension Liability

State Teachers Retirement System of Ohio
Last Six Fiscal Years (1)
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2019 2018 2017 2016 2015 2014 2013 2012 2011 2010

Contractually Required Contribution 12,617$          14,252$          12,015$          19,896$          16,954$          19,979$          16,540$          12,563$          10,210$          12,404$          

Contributions in Relation to the 
Contractually Required Contribution (12,617)           (14,252)           (12,015)           (19,896)           (16,954)           (19,979)           (16,540)           (12,563)           (10,210)           (12,404)           

Contribution Deficiency (Excess) -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 

Academy Covered Payroll 93,459$          105,570$        85,821$          142,114$        128,634$        144,149$        119,509$        93,405$          81,225$          91,610$          

Contributions as a Percentage of
Covered Payroll 13.50% 13.50% 14.00% 14.00% 13.18% 13.86% 13.84% 13.45% 12.57% 13.54%

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - Pension
School Employees Retirement System of Ohio

Last Ten Fiscal Years 
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2019 2018 2017 2016 2015 2014 2013 2012 2011 2010

Contractually Required Contribution 78,850$            73,755$            81,748$            89,376$            90,084$            104,595$          86,863$            58,840$            60,868$            55,728$            

Contributions in Relation to the 
Contractually Required Contribution (78,850)            (73,755)            (81,748)            (89,376)            (90,084)            (104,595)           (86,863)             (58,840)            (60,868)            (55,728)            

Contribution Deficiency (Excess) -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 

Academy Covered Payroll 563,214$          526,821$          583,914$          638,400$          643,457$          804,577$          668,177$          452,615$          468,215$          428,677$          

Contributions as a Percentage of
Covered Payroll 14.00% 14.00% 14.00% 14.00% 14.00% 13.00% 13.00% 13.00% 13.00% 13.00%

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - Pension

State Teachers Retirement System of Ohio
Last Ten Fiscal Years 
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2019 2018 2017
Academy's Proportion of the Net OPEB

Liability 0.00300064% 0.00269682% 0.0032981%

Academy's Proportionate Share of the Net
OPEB Liability 83,245$          72,376$          94,007$          

Academy's Covered Payroll 105,570$        85,821$          142,114$        

Academy's Proportionate Share of the Net
OPEB Liability as a Percentage
of its Covered Payroll 78.85% 84.33% 66.15%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability 13.57% 12.46% 11.49%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net OPEB Liability

School Employees Retirement System of Ohio
Last Three Fiscal Years (1)
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2019 2018 2017
Academy's Proportion of the Net OPEB

Liability/Asset 0.00463411% 0.00531135% 0.00570583%

Academy's Proportionate Share of the Net
OPEB Liability/(Asset) (74,466)$           207,229$          305,149$          

Academy's Covered Payroll 526,821$          583,914$          638,400$          

Academy's Proportionate Share of the Net
OPEB Liability/Asset as a Percentage
of its Covered Payroll -14.13% 35.49% 47.80%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability/Asset 176.00% 47.11% 37.30%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net OPEB Asset/Liability

State Teachers Retirement System of Ohio
Last Three Fiscal Years (1)
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2019 2018 2017 2016 2015 2014 2013 2012 2011 2010

Contractually Required Contribution (1) 2,152$            2,060$            1,753$            1,699$            1,055$       1,085$            934$              544$              1,236$            487$              

Contributions in Relation to the 
Contractually Required Contribution (2,152)            (2,060)            (1,753)            (1,699)            (1,055)        (1,085)            (934)               (544)               (1,236)            (487)               

Contribution Deficiency (Excess) -                 -                 -                 -                 -            -                 -                 -                 -                 -                 

Academy Covered Payroll 93,459$          105,570$        85,821$          142,114$        128,634$    144,149$        119,509$        93,405$          81,225$          91,610$          

OPEB Contributions as a Percentage of
Covered Payroll (1) 2.30% 1.95% 2.04% 1.20% 0.82% 0.75% 0.78% 0.58% 1.52% 0.53%

(1) Includes Surcharge

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - OPEB

School Employees Retirement System of Ohio
Last Ten Fiscal Years 
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2019 2018 2017 2016 2015 2014 2013 2012 2011 2010

Contractually Required Contribution -$                     -$                     -$                 -$                 -$                 7,471$              6,205$              4,203$              4,348$              3,981$              

Contributions in Relation to the 
Contractually Required Contribution -                      -                      -                  -                  -                  (7,471)              (6,205)              (4,203)              (4,348)              (3,981)              

Contribution Deficiency (Excess) -$                     -$                     -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 

Academy Covered Payroll 563,214$              526,821$              583,914$          638,400$          643,457$          804,577$          668,177$          452,615$          468,215$          428,677$          

Contributions as a Percentage of
Covered Payroll 0.00% 0.00% 0.00% 0.00% 0.00% 1.00% 1.00% 1.00% 1.00% 1.00%

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - OPEB
State Teachers Retirement System of Ohio

Last Ten Fiscal Years 
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NOTE 1 ‐ NET PENSION LIABILITY 
 
Changes in Assumptions ‐ SERS 

 

For fiscal year 2017, the SERS Board adopted the following assumption changes: 

 Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent 

 Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent 

 Assumed real wage growth was reduced from 0.75 percent to 0.50 percent 

 Rates of withdrawal, retirement and disability were updated to reflect recent experience. 

 Mortality among active members was updated to RP‐2014 Blue Collar Mortality Table with fully 

generational projection and a five‐year age set‐back for both males and females. 

 Mortality among service retired members, and beneficiaries was updated to RP‐2014 Blue Collar 

Mortality Table with fully generational projection with Scale BB, 120 percent of male rates, and 

110 percent of female rates. 

 Mortality among disabled members was updated to RP‐2000 Disabled Mortality Table, 90 

percent for male rates and 100 percent for female rates, set back five years is used for the 

period after disability retirement.   

 

Changes in Benefit Terms ‐ SERS 

For fiscal year 2018, the cost‐of‐living adjustment was changed from a fixed 3.00 percent to a cost‐of‐
living adjustment  that  is  indexed  to CPI‐W not greater  than 2.50 percent with a  floor of  zero percent 
beginning January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has 
enacted a three‐year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the Retirement Board approved several changes to the actuarial assumptions in 2017. 
The  long  term  expected  rate  of  return was  reduced  from  7.75  percent  to  7.45  percent,  the  inflation 
assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered 
to 3.00 percent, and total salary increases rate was lowered by decreasing the merit component of the 
individual salary increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy 
and  disabled mortality  assumptions were  updated  to  the  RP‐2014 mortality  tables with  generational 
improvement  scale MP‐2016. Rates of  retirement,  termination and disability were modified  to better 
reflect anticipated future experience. 
 

Changes in Benefit Terms ‐ STRS 

 

For fiscal year 2018, the cost‐of‐living adjustment (COLA) was reduced to zero.  
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NOTE 2 ‐ NET OPEB LIABILITY 
 
Changes in Assumptions – SERS 
 
Amounts  reported  for  fiscal  year  2019  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 3.56 percent to 3.62 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased from 3.63 percent to 3.70 percent. The health care cost trend assumptions changed as follows:  
 
Pre‐Medicare 
   Fiscal year 2018   7.50 percent initially, decreasing to 4.00 percent 

Fiscal year 2019 7.25 percent initially, decreasing to 4.75 percent 
Medicare 
  Fiscal year 2018   5.50 percent initially, decreasing to 5.00 percent 

Fiscal year 2019 5.375 percent initially, decreasing to 4.75 percent 
 

Amounts  reported  for  fiscal  year  2018  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 2.92 percent to 3.56 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased from 2.98 percent to 3.63 percent. 
 
Changes in Benefit Terms ‐ SERS 

There have been no changes to the benefit provisions. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2019, the discount rate was increased from the blended rate of 4.13 percent to the long‐
term expected rate of return of 7.45 percent. Valuation year per capita health care costs were updated. 
Health care cost trend rates ranged from 6.00 percent to 11 percent initially and a 4.50 percent ultimate 
rate for fiscal year 2018 and changed for fiscal year 2019 to a range of  ‐5.20 percent to 9.60 percent, 
initially and a 4.00 ultimate rate. 
 
For fiscal year 2018, the blended discount rate was increased from 3.26 percent to 4.13 percent. Valuation 
year per capita health care costs were updated, and the salary scale was modified. The percentage of 
future retirees electing each option was updated based on current data and the percentage of  future 
disabled  retirees  and  terminated  vested  participants  electing  health  coverage  were  decreased.  The 
assumed  mortality,  disability,  retirement,  withdrawal  and  future  health  care  cost  trend  rates  were 
modified along with the portion of rebated prescription drug costs. 
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NOTE 2 ‐ NET OPEB LIABILITY (Continued) 
 
Changes in Benefit Terms – STRS 
 
For fiscal year 2019, the subsidy multiplier for non‐Medicare benefit recipients was increased from 1.9 
percent to 1.944 percent per year of service effective January 1, 2019. The non‐Medicare frozen subsidy 
base  premium  was  increased  effective  January  1,  2019  and  all  remaining Medicare  Part  B  premium 
reimbursements will be discontinued beginning January 1, 2020. 
 
For  fiscal  year 2018,  the  subsidy multiplier  for non‐Medicare benefit  recipients was  reduced  from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. This was subsequently extended, see above paragraph.  

Attachment 26: Audited Financial Statements Page 4126



 

53 
 

 
 
 
 
 
 
 
 
 
 
December 22, 2019 
 
To the Board of Directors 
Monroe Preparatory Academy 
Erie County, Ohio 
328 E. Monroe Street 
Sandusky, OH 44870 

 
 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the Monroe Preparatory Academy, Erie 
County, Ohio (the “Academy”) as of and for the year ended June 30, 2019, and the related notes to the financial 
statements, which collectively comprise the Academy’s basic financial statements, and have issued our report 
thereon dated December 22, 2019, in which we noted the Academy has suffered recurring losses from operations 
and has a net position deficit of $1,744,903, including the net effect of net pension liability, net OPEB 
asset/liability and related accruals totaling $1,416,521, that raises substantial doubt about its ability to continue as 
a going concern.  
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the Academy's internal control 
over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of the Academy’s internal control. Accordingly, we do not express an 
opinion on the effectiveness of the Academy’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance.  
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Monroe Preparatory Academy  
Independent Auditor’s Report on Internal Control over Financial Reporting  
   and on Compliance and Other Matters Based on an Audit of  
   Financial Statements Performed in Accordance with  

Government Auditing Standards 

Page 2 of 2 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified. 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Academy's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of 
our tests disclosed no instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 

 
 
 
 

 
Cambridge, Ohio 
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88 East Broad Street, Columbus, Ohio 43215 
Phone: 614-466-4514 or 800-282-0370 
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MONROE PREPARATORY ACADEMY 
 

ERIE COUNTY 
 
 

CLERK’S CERTIFICATION 
This is a true and correct copy of the report which is required to be filed in the Office of the 
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio. 

 
 
 
 
 
 

 
 

CLERK OF THE BUREAU 
 
CERTIFIED 
FEBRUARY 4, 2020 
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88 East Broad Street, Columbus, Ohio 43215 
Phone: 614-466-4514 or 800-282-0370 

www.ohioauditor.gov

 
 
 
Board of Directors 
Monroe Preparatory Academy 
328 E. Monroe Street 
Sandusky, OH 44870 
 
 
We have reviewed the Independent Auditor’s Report of the Monroe Preparatory Academy, Erie 
County, prepared by Rea & Associates, Inc., for the audit period July 1, 2017 through June 30, 
2018.  Based upon this review, we have accepted these reports in lieu of the audit required by 
Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying financial 
statements and, accordingly, we are unable to express, and do not express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Monroe Preparatory Academy is responsible 
for compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
March 1, 2019  
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December 28, 2018

To the Board of Directors
Monroe Preparatory Academy
Erie County, Ohio
328 E. Monroe Street
Sandusky, OH 44870

INDEPENDENT AUDITOR'S REPORT

Report on the Financial Statements

We have audited the accompanying financial statements of the Monroe Preparatory Academy, Erie
County, Ohio, (the “Academy”) as of and for the year ended June 30, 2018, and the related notes to the 
financial statements, which collectively comprise the Academy’s basic financial statements as listed in the 
table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the Academy’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Academy’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion.

Attachment 26: Audited Financial Statements Page 4136



2

Monroe Preparatory Academy
Independent Auditor’s Report
Page 2 of 3

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Academy as of June 30, 2018, and the changes in its financial position and its
cash flows for the year then ended in accordance with accounting principles generally accepted in the 
United States of America.

Emphasis of a Matter 

As described in Note 16 to the financial statements, the Academy restated the net position balance to 
account for the implementation of Governmental Accounting Standard Board (GASB) Statement No. 75, 
“Accounting and Financial reporting for Postemployment Benefits other than Pensions.” Our opinion is 
not modified with respect to this matter.

The accompanying financial statements have been prepared assuming the Academy will continue as a 
going concern. As disclosed in Note 17 to the financial statements, the Academy has previously suffered 
recurring losses from operations and has a net position deficit of $2,140,087 that raises substantial doubt 
about its ability to continue as a going concern. This deficit net position includes the effect of the net 
pension liability, net OPEB liability and related accruals totaling $1,737,422. Note 17 describes
management’s plan regarding these issues. The financial statements do not include any adjustments that 
might result from the outcome of this uncertainty. Our opinion is not modified with respect to this matter.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the Academy's Proportionate Share of the Net Pension Liability,
Schedule of the Academy’s Contributions - Pension, Schedule of the Academy’s Proportionate Share of 
the Net OPEB Liability, and the Schedule of the Academy’s Contributions - OPEB on pages 5–11, 46-47, 
48-49, 50-51, and 52-53, respectively, be presented to supplement the basic financial statements. Such 
information, although not a part of the basic financial statements, is required by the Governmental 
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the 
basic financial statements in an appropriate operational, economic, or historical context. We have applied 
certain limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion 
or provide any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance. 
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 28, 
2018 on our consideration of the Academy’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness 
of the Academy’s internal control over financial reporting or on compliance. That report is an integral part 
of an audit performed in accordance with Government Auditing Standards in considering the Academy’s 
internal control over financial reporting and compliance.

Cambridge, Ohio
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The discussion and analysis of the Monroe Preparatory Academy’s (the “Academy”) (formerly known as 
Academy of Arts and Sciences) financial performance provides an overall review of the Academy’s 
financial activities for the fiscal year ended June 30, 2018. The intent of this discussion and analysis is to 
look at the Academy’s financial performance as a whole.  Readers should also review the financial 
statements and notes to the financial statements to enhance their understanding of the Academy’s 
financial performance.  The first year of the Academy’s operations was 2006.  
 
FINANCIAL HIGHLIGHTS 

 
• Net position increased $507,490. 
• Total revenue decreased from $1,584,610 in fiscal year 2017 to $1,198,343 in fiscal year 2018. 
• Total operating expenses (excluding interest expense) decreased from $1,423,794 in fiscal year 

2017 to $690,853 in fiscal year 2018. 
• During fiscal year 2018 the Academy moved and enrollment decreased to 114, down from 150 in 

fiscal year 2017. 
• The Academy implemented GASB 75, which reduced beginning net position as previously 

reported by $397,403.  
• A decrease in net pension liability and net OPEB liability substantially decreased purchased 

services expenses compared to fiscal year 2017. See further explanation after Table 1.  
 

OVERVIEW OF THE FINANCIAL STATEMENTS 
 
The financial report consists of three parts – required supplemental information, the basic financial 
statements, and the notes to the financial statements.  These statements are organized so the reader can 
understand the financial position of the Academy.  Enterprise accounting uses a flow of economic 
resources measurement focus. With this measurement focus, all assets and deferred outflows of 
resources, all liabilities and deferred inflows of resources are included on the statement of net position. 
The Statement of Net Position represents the statement of position of the Academy.  The Statement of 
Revenues, Expenses, and Changes in Net Position presents increases (e.g., revenues) and decreases (e.g., 
expenses) in net position.  The Statement of Cash Flows reflects how the Academy finances and meets its 
cash flow needs.  Finally, the notes to the basic financial statements provide additional information that 
is essential to a full understanding of the data provided on the basic financial statements. 
 
FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE 
 
The Academy is not required to present government-wide financial statements as the Academy is engaged 
in only business-type activities. Therefore, no condensed financial information derived from 
governmental-wide financial statements is included in the discussion and analysis. 
 
The following tables represent a summary of the Academy’s condensed financial information for 2018 
derived from the Statement of Net Position and the Statement of Revenues, Expenses and Changes in Net 
Position. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The following table provides a summary of the Academy’s net position for 2018 as compared to 2017: 
 

Table 1 
Statement of Net Position 

2018 Restated 2017
Assets:
  Current Assets
      Cash and Cash Equivalents 29,507$                   91,983$                   
       Accounts Receivable 6,582                        11,547                      
       Intergovernmental Receivable 4,669                        13,915                      
       Prepaid Expense 56,051                      50,798                      
           Total Current Assets 96,809                      168,243                   

Noncurrent Assets:
    Capital Assets, net of Accumulated Depreciation 46,328                      39,422                      
        Total Noncurrent Assets 46,328                      39,422                      

Total Assets 143,137                   207,665                   

Deferred Outflows of Resources 442,844                   369,941                   

Liabilities:
  Current Liabilities:
      Accounts Payable, Trade 60,008                      87,240                      
      Accounts Payable, Related Party 367,875                   168,427                   
      Advances Payable 2,034                        67,400                      
         Total Current Liabilities 429,917                   323,067                   

    Noncurrent Liabilities:
       Net Pension Liability 1,432,042                2,147,607                
       Net OPEB Liability 279,605                   399,156                   
       Noncurrent Portion of Long-term Debt 115,885                   -                            
           Total Noncurrent Liabilities 1,827,532                2,546,763                

               Total Liabilities 2,257,449                2,869,830                

Deferred Inflows of Resources 468,619                   355,353                   

Net Position
      Invested in Capital Assets 46,328                      39,422                      
      Unrestricted Net Position (2,186,415)               (2,686,999)               
         Total Net Position (2,140,087)$             (2,647,577)$             
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The net pension liability (NPL) is the largest single liability reported by the Academy at June 30, 2018   and 
is reported pursuant to GASB Statement 68, “Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27.”   For fiscal year 2018, the Academy adopted GASB Statement 75, 
“Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions,” which 
significantly revises accounting for costs and liabilities related to other postemployment benefits (OPEB).  
For reasons discussed below, many end users of this financial statement will gain a clearer understanding 
of the Academy’s actual financial condition by adding deferred inflows related to pension and OPEB, the 
net pension liability and the net OPEB liability to the reported net position and subtracting deferred 
outflows related to pension and OPEB. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OBEP liability.  GASB 68 and GASB 75 
take an earnings approach to pension and OPEB accounting; however, the nature of Ohio’s statewide 
pension/OPEB plans and state law governing those systems requires additional explanation in order to 
properly understand the information presented in these statements. 

 
GASB 68 and GASB 75 require the net pension liability and the net OPEB liability to equal the Academy’s 
proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 

GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, 
and the promise of a future pension and other postemployment benefits.  GASB noted that the unfunded 
portion of this promise is a present obligation of the government, part of a bargained-for benefit to the 
employee, and should accordingly be reported by the government as a liability since they received the  
benefit of the exchange.  However, the Academy is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement systems to provide healthcare to eligible benefit recipients.  The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a specific, 
legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the 
unfunded liability of the pension/OPEB plan as against the public employer.  State law operates to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the employment exchange with notice as to the law.  The retirement system is responsible for the 
administration of the pension and OPEB plans.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability.  As explained above, changes in benefits, 
contribution rates, and return on investments affect the balance of these liabilities, but are outside the 
control of the local government.  In the event that contributions, investment returns, and other changes 
are insufficient to keep up with required payments, State statute does not assign/identify the responsible 
party for the unfunded portion.  Due to the unique nature of how the net pension liability and the net 
OPEB liability are satisfied, these liabilities are separately identified within the long-term liability section 
of the statement of net position. 
 
In accordance with GASB 68 and GASB 75, the Academy’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB liability, respectively, not accounted for as 
deferred inflows/outflows.  
 
As a result of implementing GASB 75, the Academy is reporting a net OPEB liability and deferred 
inflows/outflows of resources related to OPEB on the accrual basis of accounting.  This implementation 
also had the effect of restating net position at June 30, 2017, from ($2,250,174) to ($2,647,577). 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The following table reflects the changes in net position for the fiscal year 2018 as compared to 2017: 
 

Table 2 
Statement of Revenues, Expenses and Changes in Net Position 

 
2018 2017

Operating Revenues:
  State Aid 965,017$                   1,217,962$             
  Miscellaneous 1,232                          9,069                       
     Total Operating Revenues 966,249                     1,227,031               

Operating Expenses:
  Purchased Services 580,739                     1,353,892               
  Depreciation 26,464                       19,790                     
  Supplies 52,229                       40,633                     
  Other Operating Expenses 31,421                       9,479                       
    Total Operating Expenses 690,853                     1,423,794               

      Operating Income (Loss) 275,396                     (196,763)                 

Nonoperating Revenues and (Expenses):
  Federal and State Restricted Grants 232,094                     357,580                   
  Interest Expense -                                  (27,897)                    
    Net Nonoperating Revenues and (Expenses) 232,094                     329,683                   

Change in Net Position 507,490$                   132,920$                
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The information necessary to restate the 2017 beginning balances and the 2017 OPEB expense amounts 
for the effects of the initial implementation of GASB 75 is not available.  Therefore, 2017 functional 
expenses still include OPEB expense of $1,753 computed under GASB 45.  GASB 45 required recognizing 
pension expense equal to the contractually required contributions to the plan. Under GASB 75, OPEB 
expense represents additional amounts earned, adjusted by deferred inflows/outflows. The contractually 
required contribution is no longer a component of OPEB expense. Under GASB 75, the 2018 statements 
report negative OPEB expense of $66,487.  Consequently, in order to compare 2018 total program 
expenses to 2017, the following adjustments are needed: 
 

Total 2018 program expenses under GASB 75 690,853$                 

Negative OPEB expense under GASB 75 66,487                      
2018 contractually required contribution 2,060                        

Adjusted 2018 program expenses 759,400                   

Total 2017 program expenses under GASB 45 1,423,794                

Decrease in program expenses not related to OPEB 664,394$                 

 
At the onset of planning for the opening of the Academy, management and the board carefully calculated 
the costs and risks associated with offering a high quality educational program that would be competitive 
with the educational programs available at the traditional public schools and weighed those costs and 
risks against the enhanced educational opportunities that would be available to students.  Based on that 
analysis, the board and its management made the decision to make an investment in the future of the 
children of this community, not based on a plan that was expected to generate economic profits, but 
rather on a plan that is economically sustainable and that would generate dividends to the community in 
the form of enhanced opportunities for children and families.  Resources for the necessary programs in 
excess of those available from funding sources came from delaying payment on invoices from the 
Academy’s management company for management services, other operating expenses and invoices for 
payroll of Academy staff.  Revenues and expenses both increased based on the increase in enrollment, 
and the extra costs of staffing to educate the additional students.  
 
Operating revenues and expenses decreased from the prior year due to declining enrollment from 150 
students in 2017 to 114 in 2018. The decrease in purchased services is primarily the result of negative 
Pension/OPEB expense explained in the financial highlights.  
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CAPITAL ASSETS  
 
At the end of fiscal year 2018, the Academy had $46,328 net of accumulated depreciation, invested in 
capital assets.  The following is a summary of the Academy’s capital assets at June 30. See Note 5 for 
further information.  
 

2018 2017 Change

Computers & Software 11,638$            $29,655 (18,017)$    
Furniture & Equipment 7,994                9,767             (1,773)         
Textbooks 26,696              -                 26,696        

Total Capital Assets - Net 46,328$            $39,422 6,906$        
 

Capital Assets at June 30 (Net of Depreciation)

 
 
DEBT 
 
At the end of fiscal year 2018, the Academy had zero advances outstanding with Charter School Capital as 
they were repaid during the fiscal year. During the year, the Academy entered into a note with ACCEL 
Schools of Ohio, (the management company of the School) to reclassify unpaid rent due to ACCEL into 
long term obligations in the amount of $115,885. See Notes 6 and 7 for further information on the 
Academy’s debt obligations. 
 
OPERATIONS 
 
The Academy is a nonprofit corporation established pursuant to Ohio Revised Code Chapter 1702. The 
Academy offers education for Ohio children in Kindergarten through second grade. The Academy is 
independent of any school district and is nonsectarian in its programs, admission policies, employment 
practices, and all other operations. The Academy may lease or acquire facilities as needed and contract 
for any services necessary for the operation of the Academy. 
 
REQUESTS FOR INFORMATION 
 
This financial report is designed to provide our citizens, taxpayers, investors and creditors with a general 
overview of the academy’s finances and to show the Academy’s accountability for the money it receives.  
If you have any questions concerning this report, please contact the Academy’s Fiscal Officer, C. David 
Massa, CPA of Massa Financial Solutions, LLC, 328 E. Monroe Street, Sandusky, Ohio 44870. 
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MONROE PREPARATORY ACADEMY - ERIE COUNTY, OHIO 
  
Statement of Net Position 

June 30, 2018 
 

Assets:
Current Assets:
    Cash and Cash Equivalents 29,507$            
    Accounts Receivable 6,582
    Intergovernmental Receivable 4,669
    Prepaid Expense 56,051
      Total Current Assets 96,809

Noncurrent Assets:
  Capital Assets, net of Accumulated Depreciation 46,328

46,328

Total Assets 143,137            

Deferred Outflows of Resources:
    Pension 428,822            
    OPEB 14,022              
Deferred Outflows of Resources 442,844            

Liabilities:
Current Liabilities:
    Accounts Payable, Trade 60,008              
    Accounts Payable, Related Party 367,875            
    Accrued Expenses 2,034                
       Total Current Liabilities 429,917            

Noncurrent Liabilities:
  Net Pension Liability 1,432,042
  Net OPEB Liability 279,605

Long-Term Note Payable 115,885
    Total Noncurrent Liabilities 1,827,532

       Total Liabilities 2,257,449

Deferred Inflows of Resources:
    Pension 405,346            
    OPEB 63,273              
Deferred Inflows of Resources 468,619            

Net Position:
  Invested in Capital Assets 46,328
  Unrestricted Net Position (2,186,415)
  Total Net Position (2,140,087)$     

See Accompanying Notes to the Basic Financial Statements  
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MONROE PREPARATORY ACADEMY - ERIE COUNTY, OHIO 
  

Statement of Revenues, 
Expenses and Changes in Net Position 

For the Fiscal Year Ended June 30, 2018 
 

Operating Revenues:
  State Aid 965,017$          
  Miscellaneous 1,232
    Total Operating Revenues 966,249

Operating Expenses:
  Purchased Services 580,739
  Depreciation 26,464
  Supplies 52,229
  Other Operating Expenses 31,421
    Total Operating Expenses 690,853

      Operating Income 275,396

Non-Operating Revenues and (Expenses):
  Federal and State Restricted Grants 232,094
    Net Non-operating Revenues and (Expenses) 232,094

Change in Net Position 507,490            

Net Position Beginning of Year, Restated (2,647,577)        
Net Position End of Year (2,140,087)$     

See Accompanying Notes to the Basic Financial Statements
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MONROE PREPARATORY ACADEMY - ERIE COUNTY, OHIO 
  

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2018 

 

CASH FLOWS FROM OPERATING ACTIVITIES
State Aid Receipts 960,348$                
Other Operating Receipts 1,232                       
Cash Payments to Suppliers for Goods and Services (1,162,713)              

Net Cash Used By Operating Activities (201,133)                 

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Charter School Capital Payments (67,400)                   
Federal and State Grant Receipts 239,427                  

Net Cash Provided By Noncapital Financing Activities 172,027                  

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Purchase of Assets (33,370)                   

Net Cash Used For Capital and Related Financing Activities (33,370)                   

Net Decrease in Cash and Cash Equivalents (62,476)                   

Cash and Cash Equivalents - Beginning of the Year 91,983                     
Cash and Cash Equivalents - Ending of the Year 29,507$                  

See Accompanying Notes to the Basic Financial Statements

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

     (Continued) 
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MONROE PREPARATORY ACADEMY - ERIE COUNTY, OHIO 
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2018 

(Continued) 

Reconciliation of Operating Income to Net Cash Used For Operating Activities

Operating Income 275,396$                

Adjustments to Reconcile Operating Income to 

Net Cash Used For Operating Activities:

Depreciation 26,464                     

Changes in Assets, Liabil ities, and Deferred Inflows and Outflows:

Decrease in Receivables 4,965                       

(Increase)/ Decrease in Deferred Outflows (72,903)                   

Increase/ (Decrease) in Deferred Inflows 113,266                  

Increase/ (Decrease) in Net Pension/OPEB Liabil ity (835,116)                 

(Increase) in Prepaid Expense (5,253)                      

Increase in Accounts Payable, Trade (27,232)                   

(Decrease) in Accounts Payable, Related Party 317,246                  

(Decrease) in Accrued Expenses 2,034                       

Net Cash Used For Operating Activities (201,133)$                
 
 
Non Cash Transactions:  During fiscal year 2018, $115,885 worth of Accounts Payable, Related Party was 
reclassified to Long-Term Notes. 
 
 
 
See Accompanying Notes to the Basic Financial Statements 
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NOTE 1 – DESCRIPTION OF THE ENTITY 
 

The Monroe Preparatory Academy (the “Academy”) (formerly known as Academy of Arts and Sciences) is 
a nonprofit corporation established pursuant to Ohio Revised Code Chapter 3314. The Academy offers 
education for Ohio children in kindergarten through third grade. The Academy is independent of any 
school district and is nonsectarian in its programs, admission policies, employment practices, and all other 
operations. The Academy may lease or acquire facilities as needed and contract for any services necessary 
for the operation of the Academy.  The Academy is a federally recognized 501(c)(3) nonprofit corporation 
established pursuant to Ohio Revised Code Chapter 1702. 

 

The Academy was approved for operation under a contract with the St. Aloysius Orphanage (the Sponsor) 
for a period of five academic years commencing after July 1, 2005 and ending June 30, 2010. In July 2010, 
this contract was extended for two additional five academic years. The contract was extended through 
June 2020. The Sponsor is responsible for evaluating the performance of the Academy and has the 
authority to deny renewal of the contract at its expiration or terminate the contract prior to its expiration.  

 
The Academy operates under the direction of a Governing Board that consists of not less than five 
individuals who are not owners or employees, or immediate relatives or owners or employees of any for-
profit firm that operate or manage the Academy for the Governing Board. The Board is responsible for 
carrying out the provisions of the contract that include, but are not limited to, state-mandated provisions 
regarding student population, curriculum, academic goals, performance standards, admission standards, 
and qualifications of teachers.  

 
The Academy contracts with Accel Schools, LLC., for management services including management of 
personnel and human resources, the program of instruction, technology, marketing, data management, 
purchasing, strategic planning, public relations, financial reporting, recruiting, compliance issues, budgets, 
contracts, and equipment and facilities. 
 
NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The financial statements of the Academy have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental units.  The Governmental Accounting Standards 
Board (GASB) is the accepted standard-setting body for establishing governmental accounting and 
financial reporting principles. The more significant of the Academy’s accounting policies are described 
below. 
 
Basis of Presentation - The Academy’s basic financial statements consist of a statement of net position; a 
statement of revenues, expenses, and changes in net position; and a statement of cash flows. The 
Academy uses a single enterprise presentation for its financial records.  Enterprise reporting focuses on 
the determination of operating income, changes in net position, financial position, and cash flows.   
 
Measurement Focus - The accounting and reporting treatment is accounted for using a flow of economic 
resources measurement focus. All assets and deferred outflows or resources and all liabilities and 
outflows of resources, associated with the operation of the Academy are included on the statement of 
net position. The statement of revenues, expenses, and changes in net position presents increases (e.g. 
revenues) and decreases (e.g. expenses) in net position.  The statement of cash flows reflects how the 
Academy finances meet its cash flow needs.
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Basis of Accounting - Basis of accounting determines when transactions are recorded in the financial 
records and reported on the financial statements.  The Academy’s financial statements are prepared using 
the accrual basis of accounting. Revenue resulting from exchange transactions, in which each party gives 
and receives essentially equal value, is recorded on the accrual basis when the exchange takes place.  
Revenue resulting from nonexchange transactions, in which Academy receives value without directly 
giving equal value in return, such as grants and entitlements, are recognized in the period in which all 
eligibility requirements have been satisfied. Eligibility requirements include timing requirements, which 
specify the period when the resources are required to be used or the period when use is first permitted, 
matching requirements, in which the Academy must provide local resources to be used for a specified 
purpose, and expenditure requirements, in which the resources are provided to the Academy on a 
reimbursement basis.  Expenses are recognized at the time they are incurred. 
 
Budgetary Process - Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C).  However, unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter 5705, unless specifically provided in the contract between the Academy and its Sponsor. The 
contract between the Academy and its Sponsor does not require the Academy to follow the provisions 
Ohio Revised Code Chapter 5705; therefore, no budgetary information is presented in the basic financial 
statements.   
 
Cash and Cash Equivalents - Cash received by the Academy is reflected as “Cash and Cash Equivalents” 
on the statement of net position.  The Academy had no investments during the fiscal year ended June 30, 
2018. 
 
Prepaid Items - The Academy records payments made to vendors for services that will benefit periods 
beyond June 30, 2018, as prepaid items using the consumption method. A current asset for the prepaid 
amount is recorded at the time of the purchase and an expense is reported in the year in which services 
are consumed. 
 
Capital Assets - The Academy’s capital assets during fiscal year 2018 consisted of computers and software, 
furniture, textbooks and other equipment. All capital assets are capitalized at cost and updated for 
additions and retirements during the fiscal year.  Donated capital assets are recorded at their acquisition 
value as of the date received. The Academy maintains a capitalization threshold of one thousand five 
hundred dollars.  The Academy does not have any infrastructure.  Improvements are capitalized. The costs 
of normal maintenance and repairs that do not add to the value of the asset or materially extend an asset’s 
life are not capitalized.   
 
All capital assets, except land and construction in progress, are depreciated. Improvements are 
depreciated over the remaining useful lives of the related capital assets.  Depreciation is computed using 
the straight-line method over the following useful lives:   
 

   

Description Useful Lives

Computers & Software 5 years

Furniture & Equipment 5-20 years

Textbooks 5 years  
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Net Position - Net position represents the difference between assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources.  Net position is reported as restricted when there are 
limitations imposed on their use either through the enabling legislation adopted by Academy or through 
external restrictions imposed by creditors, grantors, or laws or regulations of other governments.  The 
Academy applies restricted resources first when an expense is incurred for purposes for which both 
restricted and unrestricted net position is available.  There is no enabling legislation at June 30, 2018. Net 
invested in capital assets of $46,328 is calculated at capital assets net of accumulated depreciation. 
 
Operating Revenues and Expenses - Operating revenues are those revenues that are generated directly 
from the primary activity of the Academy.  Operating expenses are necessary costs incurred to provide 
the service that is the primary activity of the Academy. All revenues and expenses not meeting this 
definition are reported as non-operating. 
 
Deferred Inflows and Deferred Outflows of Resources - In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of resources represent a consumption of net position that applies to a future period and will not be 
recognized as an outflow of resources (expense/expenditure) until then.  For the Academy, deferred 
outflows of resources are reported on the statement of net position for pension and OPEB.  The deferred 
outflows of resources related to pension and OPEB plans are explained in Notes 10 and 11.  
  
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. For the Academy, deferred inflows of resources include 
pension and OPEB. These amounts are deferred and recognized as an inflow of resources in the period 
the amounts become available.  Deferred inflows of resources related to pension and OPEB plans are 
reported on the statement of net position. (See Notes 10 and 11) 
 
Pensions/Other Postemployment Benefits (OPEB) – For purposes of measuring the net pension/OPEB 
liability, deferred outflows of resources and deferred inflows of resources related to pensions/OPEB, and 
pension/OPEB expense, information about the fiduciary net position of the pension/OPEB plans and 
additions to/deductions from their fiduciary net position have been determined on the same basis as they 
are reported by the pension/OPEB plan.  For this purpose, benefit payments (including refunds of 
employee contributions) are recognized when due and payable in accordance with the benefit terms.  The 
pension/OPEB plans report investments at fair value. 
 
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from those estimates.  
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NOTE 3 - CASH AND CASH EQUIVALENTS 
 
The Academy classifies deposits by category of risk as defined in GASB Statement No.3 “Deposits with 
Financial Institutions, Investments (including Repurchase Agreements) and Reverse Repurchase 
Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk Disclosures”. 
 
The Academy maintains its cash balances at Huntington Bank in Ohio. The balances are insured by the 
Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account. At June 30, 2018, 
the book amount of the Academy’s deposits was $29,507 and the bank balance was $36,221. 
 
 
NOTE 4 - RECEIVABLES 
 
At June 30, 2018, The Academy had intergovernmental receivables of $4,669. These receivables represent 
monies due from Title I and Title IIA, which was not received as of June 30, 2018. The Academy also had 
accounts receivables in the amount of $6,582. These receivables represent monies for shared employee 
expense, which was not received as of June 30, 2018. The receivables are expected to be collected within 
one year.  
 
 
NOTE 5 – CAPITAL ASSETS 
 
The capital asset activity for the fiscal year ended June 30, 2018, was as follows: 

Balance 
6/30/17 Additions Deletions

Balance 
6/30/18

Capital Assets:
Computers & Software 144,399$        -$                 -$                 144,399$        
Furniture & Equipment 83,148            -                   -                   83,148            
Textbooks -                        33,370            33,370            

Total Capital Assets 227,547          33,370            -                        260,917          

Less Accumulated Depreciation:
Computers & Software (95,825)           (18,017)           -                   (113,842)        
Furniture & Equipment (92,300)           (1,773)             -                   (94,073)           
Textbooks -                   (6,674)             -                   (6,674)             

Total Accumulated Depreciation (188,125)        (26,464)           -                        (214,589)        

Total Capital Assets, Net 39,422$          6,906$            -$                     46,328$          
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NOTE 6 – ADVANCES PAYABLE 

During the fiscal year ending 2018, the Academy repaid working capital advances from Charter School 
Capital and terminated its use of the financing. Total principal paid during 2018 was $67,400.   A summary 
of short-term advances for the Academy at June 30, 2018, is as follows: 

Balance 
6/30/17 Additions Reductions

Balance 
6/30/18

Charter School Capital 67,400$          -$  (67,400)$        -$  

NOTE 7 – LONG – TERM OBLIGATIONS 

The changes in the Academy’s long-term obligations during fiscal year 2018 were as follows: 

During the year, the Academy entered into a note with ACCEL Schools of Ohio, (the management company 
of the School) to reclassify unpaid rent due to ACCEL into long term obligations in the amount of $115,885. 
The note pays interest at 2.5% per annum. The note requires monthly payments of $241, due only when 
the school is operating at a surplus. The note is due in full by July 31, 2022. The table below summarizes 
the future long term obligations of this note.  

Restated 

Balance 

6/30/2017 Additions Reductions

Balance 

6/30/2018

Post Employment Liability:

Net Pension Liability 2,147,607$   -$  (715,565)$   1,432,042$       

Net OPEB Liability 399,156        - (119,551) 279,605 

Total Post Employment Liability 2,546,763     - (835,116) 1,711,647         

Accel Note - 115,885 - 115,885

Total Long-Term Obligations 2,546,763$   115,885$       (835,116)$   1,827,532$       
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NOTE 8 – RISK MANAGEMENT 
 
The Academy is exposed to various risks of loss related to torts; theft of, damage to, and destruction of 
assets; errors and omissions; injuries to employees; and natural disasters.  During fiscal year 2018, the 
Academy contracted with the Hartford Casualty Insurance Company. Settled claims have not exceeded 
this commercial coverage in the prior three years and there have been no significant reductions in 
insurance coverage from the prior year. 
 

General Liability:

Each Occurrence 1,000,000$ 

Aggregate Limit 2,000,000   

Products - Completed Operations Aggregate Limit 2,000,000   

Medical Expense Limit - Any One Person/Occurrence 15,000        

Damage to Rented Premises - Each Occurrence 500,000      

Personal and Advertising Injury 1,000,000   

Business Personal Property 447,000      

Automobile Liability:

Combined Single Limit 1,000,000   

Excess/Umbrella:

Each Occurrence 3,000,000   

Aggregate Limit 3,000,000    
 
NOTE 9 – PURCHASED SERVICES 
 
For the year ending June 30, 2018, purchased service expenses were for the following services: 
 

Purchased Services Amount

Personnel Services $90,071

Professional Services 254,828           

Property Services 80,710

   Utilities 9,919

Travel & Meetings 3,715

Communications 42,969

Contractual Trade 91,684

Pupil Transportation 6,843

Total $580,739

 
The amounts above are net of negative pension/OPEB expenses further described in Notes 10 and 11.   
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NOTE 10 – DEFINED BENEFIT PENSIONS PLANS 
 
Net Pension Liability - The net pension liability reported on the Statement of Net Position represents a 
liability to employees for pensions. Pensions are a component of exchange transactions-–between an 
employer and its employees—of salaries and benefits for employee services.  Pensions are provided to an 
employee—on a deferred-payment basis—as part of the total compensation package offered by an 
employer for employee services each financial period.  The obligation to sacrifice resources for pensions 
is a present obligation because it was created as a result of employment exchanges that already have 
occurred. 
 
The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   
 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which pensions are financed; however, the 
Academy does receive the benefit of employees’ services in exchange for compensation including 
pension.  
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State legislature.  Any resulting legislative change to benefits or funding could 
significantly affect the net pension liability.   Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
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NOTE 10 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability 
on the accrual basis of accounting.  Any liability for the contractually-required pension contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting. 
 
Plan Description - School Employees Retirement System (SERS) 
 
Plan Description - Academy non-teaching employees participate in SERS, a cost-sharing, multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability, and 
survivor benefits, annual cost-of-living adjustments, and death benefits to plan members and 
beneficiaries.  Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  
SERS issues a publicly available, stand-alone financial report that includes financial statements, required 
supplementary information, and detailed information about SERS’ fiduciary net position.  That report can 
be obtained by visiting the SERS website at www.ohsers.org under Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 
 

Eligible to Eligible to
Retire on or before Retire on or after
August 1, 2017 * August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 65 with 5 years of service credit Age 57 with 30 years of service credit

Actuarially Reduced Benefits Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Age 55 with 25 years of service credit Age 60 with 25 years of service credit

* Members with 25 years of service credit as of August 1, 2017, will be included in this plan.  
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on years of service; 2.2 percent for the first thirty years of service and 2.5 percent for years 
of service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
When a benefit recipient has received benefits for 12 months, an annual COLA is provided. This COLA is 
calculated on the base retirement benefit at the date of retirement and is not compounded. For those 
retiring prior to January 7, 2013, the COLA will continue to be a three percent simple annual COLA. For 
those retiring after January 7, 2013, beginning in calendar year 2019, the COLA will be based on the 
average percentage increase in the Consumer Price Index, capped at three percent. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the Academy is required to contribute 14 percent of annual covered payroll. The contribution 
requirements of plan members and employers are established and may be amended by the SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent for 
employers.  The Retirement Board, acting with the advice of the actuary, allocates the employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B 
Fund, and Health Care Fund).  For the fiscal year ended June 30, 2018, the allocation to pension, death 
benefits, and Medicare B was 14.00 percent.  SERS allocated 0.5 percent of employer contributions to the 
Health Care Fund for fiscal year 2018
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NOTE 10 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 
The Academy’s contractually required contribution to SERS was $14,252 for fiscal year 2018.   
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description –Academy licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing, multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information, and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan, and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 
3307.  The DB plan offers an annual retirement allowance based on final average salary multiplied by a 
percentage that varies based on years of service.  Effective August 1, 2015, the calculation will be 2.2 
percent of final average salary for the five highest years of earnings multiplied by all years of service. 
Members are eligible to retire at age 60 with five years of qualifying service credit, or age 55 with 26 years 
of service, or 31 years of service regardless of age.  Age and service requirements for retirement will 
increase effective August 1, 2015, and will continue to increase periodically until they reach age 60 with 
35 years of service or age 65 with five years of service on August 1, 2026. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination 
of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
 

The Combined Plan offers features of both the DB Plan and the DC Plan.  In the Combined Plan, 12.0 of 
the 14.0 percent member rates goes to the DC Plan and the remaining 2.0 percent goes to the DB plan. 
Member contributions to the DC plan are allocated among investment choices by the member, and 
contributions to the DB plan from the employer and the member are used to fund the defined benefit 
payment at a reduced level from the regular DB Plan.  The defined benefit portion of the Combined Plan 
payment is payable to a member on or after age 60 with five years of services.  The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity 
after termination of employment at age 50 or later.  
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another STRS plan.  The optional annuitization of a member’s defined contribution account or the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of investment gain or loss on the account.  STRS has therefore included all three plan 
options in the GASB 68 schedules of employer allocation and pension amounts by employer for GASB 68 
reporting purposes. 

Attachment 26: Audited Financial Statements Page 4159



MONROE PREPARATORY ACADEMY - ERIE COUNTY, OHIO 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2018  
 

25 
 

NOTE 10 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit that apply for disability benefits.  Members in the DC Plan who 
become disabled are entitled only to their account balance.  If a member of the DC Plan dies before 
retirement benefits begin, the member’s designated beneficiary is entitled to receive the member’s 
account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2018, plan members were required to contribute 14 percent of their annual covered salary. The 
Academy was required to contribute 14 percent; the entire 14 percent was the portion used to fund 
pension obligations. The fiscal year 2018 contribution rates were equal to the statutory maximum rates.  
 
The Academy’s contractually required contribution to STRS was $73,755 for fiscal year 2018.   
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions  

The net pension liability was measured as of June 30, 2017, and the total pension liability used to calculate 
the net pension liability was determined by an actuarial valuation as of that date. The Academy’s 
proportion of the net pension liability was based on the Academy’s share of contributions to the pension 
plan relative to the contributions of all participating entities.   
 
Following is information related to the proportionate share and pension expense: 
 

 
 

SERS STRS Total

Proportion of the Net Pension Liability

  Prior Measurement Date 0.00324760% 0.00570583%

Proportion of the Net Pension Liability

  Current Measurement Date 0.00285060% 0.00531135%

Change in Proportionate Share -0.00039700% -0.00039448%

Proportionate Share of the Net Pension

  Liability 170,318$                1,261,724$             1,432,042$          

Pension Expense (36,648)                   (601,551)                 (638,199)              
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NOTE 10 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions - Continued 

Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, changes in assumptions and changes in the Academy’s proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods.  
 
The difference between projected and actual investment earnings is recognized in pension expense using 
a straight line method over a five year period beginning in the current year.  Deferred outflows and 
deferred inflows resulting from changes in sources other than differences between projected and actual 
investment earnings are amortized over the average expected remaining service lives of all members 
(both active and inactive) using the straight line method. Employer contributions to the pension plan 
subsequent to the measurement date are also required to be reported as a deferred outflow of resources.  
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NOTE 10 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions - Continued 

At June 30, 2018, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  
 

 
 
 
 
 
 
 
 
 
 

SERS STRS Total

Deferred Outflows of Resources
Differences between expected and

  actual experience 7,330$                 48,724$               56,054$            

Changes of assumptions 8,808                   275,953               284,761            

Academy contributions subsequent to the 

  measurement date 14,252                 73,755                 88,007              

Total Deferred Outflows of Resources 30,390$               398,432$             428,822$          

  actual experience 0$                         10,169$               10,169$            

Net difference between projected and

  actual earnings on pension plan investments 808                       41,637                 42,445              

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 53,863                 298,869               352,732            

Total Deferred Inflows of Resources 54,671$               350,675$             405,346$          
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NOTE 10 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions - Continued 

$88,007 reported as deferred outflows of resources related to pension resulting from Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the year ending June 30, 2019.  Other amounts reported as deferred outflows of resources and 
deferred inflows of resources related to pension will be recognized in pension expense as follows:  
 

 
Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment termination).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point.  The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant.  In many cases actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 

SERS STRS Total

Fiscal Year Ending June 30:

2019 (23,687)$              (56,940)$                          (80,627)$              

2020 (8,253)                  (296)                                 (8,549)                  

2021 (2,621)                  32,346                              29,725                 

2022 (3,972)                  (1,108)                              (5,080)                  

Total (38,533)$              (25,998)$                          (64,531)$              
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NOTE 10 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2017, are presented below: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
COLA  or Ad Hoc COLA 2.5 percent
Investment Rate of Return 7.50 percent net of investments expense, including inflation
Actuarial Cost Method Entry Age Normal

 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection and a five year age set-back for both males and females.  Mortality among 
service retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection with Scale BB, 120 percent of male rates and 110 percent of female rates.  
Mortality among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 percent 
for male rates and 100 percent for female rates, set back five years is used for the period after disability 
retirement.  
 
The actuarial assumptions used in the June 30, 2017 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, payroll 
growth assumption and assumed real wage growth were reduced in the most recent actuarial valuation.  
The rates of withdrawal, retirement and disability updated to reflect recent experience and mortality rates 
were also updated. 
 
The long-term return expectation for the Pension Plan Investments has been determined using a building-
block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  A 
forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating a weighted averaged of the expected 
real return premiums for each asset class, adding the projected inflation rate, and adding the expected 
return from rebalancing uncorrelated asset classes. The target allocation and best estimates of arithmetic 
real rates of return for each major assets class are summarized in the following table: 
 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
International Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Stratagies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return 
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NOTE 10 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute.  Projected inflows from investment earning were calculated using the long-term assumed 
investment rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of projected 
benefits to determine the total pension liability.   
 
Sensitivity of the Academy’s Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the net pension liability calculated using the discount rate of 7.50 percent, as 
well as what each plan’s net pension liability would be if it were calculated using a discount rate that is 
one percentage point lower (6.50 percent), or one percentage point higher (8.50 percent) than the current 
rate.  

 
 

Actuarial Assumptions – STRS  

The total pension liability in the June 30, 2017, actuarial valuation was determined using the following 
actuarial assumptions, applied to all periods included in the measurement:  
 

 
 
Post-retirement mortality rates for healthy retirees are based on the RP-2014 Annuitant Mortality Table 
with 50% of rates through age 69, 70% of rates between ages 70 and 79, 90% of rates between ages 80 
and 84, and 100% of rates thereafter, projected forward generationally using mortality improvement scale 
MP-2016.  Post-retirement disabled mortality rates are based on the RP-2014 Disabled Mortality Table 
with 90% of rates for males and 100% of rates for females, projected forward generationally using 
mortality improvement scale MP-2016.  Pre-retirement mortality rates are based on RP-2014 Employee 
Mortality Table, projected forward generationally using mortality improvement scale MP-2016. 
 
Actuarial assumptions used in the July 1, 2017, valuation are based on the results of an actuarial 
experience study, for the period July 1, 2011 through June 30, 2016. 
 

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

Academy's proportionate share

  of the net pension liability $236,356 $170,318 $114,996
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NOTE 10 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
 

Target
Asset Class Allocation *

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 % 7.61 %

Long-Term Expected
Real Rate of Return **

 
 

*The target allocation percentage is effective as of July 1, 2017. Target weights will be phased in over a 24-month 
period concluding on July 1, 2019. 
 
** 10-Year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25% and 
does not include investment expenses. Over a 30-year period, STRS Ohio’s investment consultant indicates that the 
above target allocations should generate a return above the actuarial rate of return, without net value added by 
management.  
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2018. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate increases 
described above. For this purpose, only employer contributions that are intended to fund benefits of 
current plan members and their beneficiaries are included.   
 
Based on those assumptions, STRS’ fiduciary net position was projected to be available to make all 
projected future benefit payments to current plan members as of June 30, 2018.  Therefore, the long-
term expected rate of return on pension plan investments of 7.45 percent was applied to all periods of 
projected benefit payment to determine the total pension liability as of June 30, 2018. 
 
Sensitivity of the Academy’s Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the Academy’s proportionate share of the net pension liability 
calculated using the current period discount rate assumption of 7.45 percent, as well as what the 
Academy’s proportionate share of the net pension liability would be if it were calculated using a discount 
rate that is one-percentage-point lower (6.45 percent) or one-percentage-point higher (8.45 percent) than 
the current rate:  
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NOTE 10 – DEFINED BENEFIT PENSIONS PLANS (continued) 

 
 
Assumption Changes since the Prior Measurement Date 
The Retirement Board approved several changes to the actuarial assumptions in 2017. The long term 
expected rate of return was reduced from 7.75 percent to 7.45 percent, the inflation assumption was 
lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered to 3.00 percent, 
and total salary increases rate was lowered by decreasing the merit component of the individual salary 
increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy and disabled 
mortality assumptions were updated to the RP-2014 mortality tables with generational improvement 
scale MP-2016. Rates of retirement, termination and disability were modified to better reflect anticipated 
future experience. 
 
Benefit Term Changes Since the Prior Measurement Date 
Effective July 1, 2017, the COLA was reduced to zero.  
 
NOTE 11 – POSTEMPLOYMENT BENEFITS 
 
Net OPEB Liability 

 
The net OPEB liability reported on the statement of net position represents a liability to employees for 
OPEB. OPEB is a component of exchange transactions-–between an employer and its employees—of 
salaries and benefits for employee services.  OPEB are provided to an employee—on a deferred-payment 
basis—as part of the total compensation package offered by an employer for employee services each 
financial period.  The obligation to sacrifice resources for OPEB is a present obligation because it was 
created as a result of employment exchanges that already have occurred. 

 
The net OPEB liability represents the Academy’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB liability calculation is dependent on critical long-term 
variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting these estimates annually.   

 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which OPEB are financed; however, the Academy 
does receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the liability is solely the obligation of the employer, because they benefit from employee 
services.  OPEB contributions come from these employers and health care plan enrollees which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
 

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share

  of the net pension liability $1,808,636 $1,261,724 $801,030
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 
Net OPEB Liability - continued 
 
to benefits or funding could significantly affect the net OPEB liability. Resulting adjustments to the net 
OPEB liability would be effective when the changes are legally enforceable. The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB liability 
on the accrual basis of accounting.  Any liability for the contractually-required OPEB contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting. 
 
Plan Description - School Employees Retirement System (SERS) 
 
Health Care Plan Description - The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a 
cost-sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the death of a member or retiree, are eligible for SERS’ health care coverage. Most retirees and 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self-insured preferred provider 
organization for its non-Medicare retiree population. For both groups, SERS offers a self-insured 
prescription drug program. Health care is a benefit that is permitted, not mandated, by statute.  The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.   
 
The SERS Retirement Board established the rules for the premiums paid by the retirees for health care 
coverage for themselves and their dependents or for their surviving beneficiaries.  Premiums vary 
depending on the plan selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required pensions and benefits, the 
Retirement Board may allocate the remainder of the employer contribution of 14 percent of covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2018, .5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro-rated if 
less than a full year of service credit was earned. For fiscal year 2018, this amount was $23,700. Statutes 
provide that no employer shall pay a health care surcharge greater than 2 percent of that employer’s 
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 
Plan Description - School Employees Retirement System (SERS) – continued 
 
SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the total statewide 
SERS-covered payroll for the health care surcharge.  For fiscal year 2018, the Academy’s surcharge 
obligation was $1,532  
 
The surcharge added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The Academy’s contractually required contribution to SERS was 
$2,060 for fiscal year 2018.     
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part 
B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the 
report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed 
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees, for the most recent year, pay a portion of the health care costs in the form of a monthly 
premium.  Under Ohio law, funding for post-employment health care may be deducted from employer 
contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2018, STRS did 
not allocate any employer contributions to post-employment health care.   
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB  
 
The net OPEB liability was measured as of June 30, 2017, and the total OPEB liability used to calculate the 
net OPEB liability was determined by an actuarial valuation as of that date. The Academy's proportion of 
the net OPEB liability was based on the Academy's share of contributions to the respective retirement 
systems relative to the contributions of all participating entities.  Following is information related to the 
proportionate share and OPEB expense: 

 

SERS STRS Total

Proportion of the Net OPEB Liability

  Prior Measurement Date 0.00329808% 0.00570583%

Proportion of the Net OPEB Liability

  Current Measurement Date 0.00269680% 0.00531135%

Change in Proportionate Share -0.00060128% -0.00039448%

Proportionate Share of the Net OPEB

  Liability 72,376$               207,229$             279,605$             

OPEB Expense (239)                     (66,248)                (66,487)                
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB – continued 
 
At June 30, 2018, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  

 
 

SERS STRS Total

Deferred Outflows of Resources
Differences between expected and

  actual experience 0$                        11,962$               11,962$               

Academy contributions subsequent to the 

  measurement date 2,060                   0                          2,060                   

Total Deferred Outflows of Resources 2,060$                 11,962$               14,022$               

Deferred Inflows of Resources
Changes of assumptions 6,868$                 16,693$               23,561$               

Net difference between projected and

  actual earnings on OPEB plan investments 191                      8,858                   9,049                   

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 12,580                 18,083                 30,663                 

Total Deferred Inflows of Resources 19,639$               43,634$               63,273$               

Attachment 26: Audited Financial Statements Page 4170



MONROE PREPARATORY ACADEMY - ERIE COUNTY, OHIO 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2018  
 

36 
 

NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 
$2,060 reported as deferred outflows of resources related to OPEB resulting from Academy contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending June 30, 2019.  Other amounts reported as deferred outflows of resources and deferred 
inflows of resources related to OPEB will be recognized in OPEB expense as follows:  
 

 
Actuarial Assumptions - SERS 
 
The total OPEB liability is determined by SERS’ actuaries in accordance with GASB Statement No. 74, as 
part of their annual actuarial valuation for each retirement plan. Actuarial valuations of an ongoing plan 
involve estimates of the value of reported amounts (e.g., salaries, credited service) and assumptions about 
the probability of occurrence of events far into the future (e.g., mortality, disabilities, retirements, 
employment terminations). Actuarially determined amounts are subject to continual review and potential 
modifications, as actual results are compared with past expectations and new estimates are made about 
the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point. The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 

SERS STRS Total

Fiscal Year Ending June 30:

2019 (7,094)$                (6,016)$                         (13,110)$                

2020 (7,094)                  (6,016)                           (13,110)                  

2021 (5,404)                  (6,016)                           (11,420)                  

2022 (47)                       (6,018)                           (6,065)                    

2023 0                          (3,802)                           (3,802)                    

Thereafter 0                          (3,804)                           (3,804)                    

Total (19,639)$              (31,672)$                       (51,311)$                
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 
Key methods and assumptions used in calculating the total OPEB liability in the latest actuarial valuation 
date of June 30, 2017, are presented below: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investments

expense, including inflation
Municipal Bond Index Rate:
    Measurement Date 3.56 percent
    Prior Measurement Date 2.92 percent
Single Equivalent Interest Rate, net of plan investment expense,
 including price inflation
    Measurement Date 3.63 percent
    Prior Measurement Date 2.98 percent
Medical Trend Assumption
    Medicare 5.50 to 5.00 percent
    Pre-Medicare 7.50 to 5.00 percent  

 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The most recent experience study was completed for the five-year period ended June 30, 2015.   
 
The long-term expected rate of return on plan assets is reviewed as part of the actuarial five-year 
experience study. The most recent study covers fiscal years 2010 through 2015, and was adopted by the 
Board on April 21, 2016. Several factors are considered in evaluating the long-term rate of return 
assumption including long-term historical data, estimates inherent in current market data, and a log-
normal distribution analysis in which best-estimate ranges of expected future real rates of return were 
developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long-term expected rate of return, 7.50 percent, by weighting the expected future real rates 
of return by the target asset allocation percentage and then adding expected inflation. The capital market 
assumptions developed by the investment consultant are intended for use over a 10-year horizon and 
may not be useful in setting the long-term rate of return for funding pension plans which covers a longer 
timeframe. The assumption is intended to be a long-term assumption and is not expected to change 
absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental 
change in the market that alters expected returns in future years. 
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 
as used in the June 30, 2015 five-year experience study, are summarized as follows: 
 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return

 
Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2017 was 3.63 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2017 was 2.98 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be made 
from members and the System at the state statute contribution rate of 2.00 percent of projected covered 
employee payroll each year, which includes a 1.50 percent payroll surcharge and 0.50 percent of 
contributions from the basic benefits plan. Based on these assumptions, the OPEB plan’s fiduciary net 
position was projected to become insufficient to make future benefit payments during the fiscal year 
ending June 30, 2025.  
 
Therefore, the long-term expected rate of return on OPEB plan assets was used to present value the 
projected benefit payments through the fiscal year ending June 30, 2024 and the Fidelity General 
Obligation 20-year Municipal Bond Index rate of 3.56 percent, as of June 30, 2017 (i.e. municipal bond 
rate), was used to present value the projected benefit payments for the remaining years in the projection. 
The total present value of projected benefit payments from all years was then used to determine the 
single rate of return that was used as the discount rate. The projection of future benefit payments for all 
current plan members was until the benefit payments ran out. 
 
Sensitivity of the Academy’s Proportionate Share of the Net OPEB Liability to Changes in the Discount 
Rate and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in 
the discount rate and the health care cost trend rate. The following table presents the net OPEB liability 
of SERS, what SERS' net OPEB liability would be if it were calculated using a discount rate that is 1 
percentage point lower (2.63%) and higher (4.63%) than the current discount rate (3.63%). Also shown is 
what SERS' net OPEB liability would be based on health care cost trend rates that are 1 percentage point 
lower (6.5% decreasing to 4.0%) and higher (8.5% decreasing to 6.0%) than the current rate. 
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 

 
 

 
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2017, actuarial valuation are presented below:   

 
Inflation 2.50 percent
Projected salary increases 12.50 percent at age 20 to 

 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment

 expenses, including inflation
Payroll Increases 3 percent
Cost-of-Living Adjustments 0.0 percent, effective July 1, 2017
  (COLA)
Blended Discount Rate of Return 4.13 percent
Health Care Cost Trends 6 to 11 percent initial, 4.5 percent ultimate  

 
Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between 
ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality 
improvement scale MP-2016. For disabled retirees, mortality rates are based on the RP-2014 Disabled 
Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected forward 
generationally using mortality improvement scale MP-2016. 
 
Actuarial assumptions used in the June 30, 2017, valuation are based on the results of an actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 

Current

1% Decrease Discount Rate 1% Increase

(2.63%) (3.63%) (4.63%)

Academy's proportionate share

  of the net OPEB liability $87,402 $72,376 $60,470

Current

1% Decrease Trend Rate 1% Increase

(6.5 % decreasing (7.5 % decreasing (8.5 % decreasing

to 4.0%) to 5.0%) to 6.0%)

Academy's proportionate share

  of the net OPEB liability $58,727 $72,376 $90,439
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 
Since the prior measurement date, the discount rate was increased from 3.26 percent to 4.13 percent 
based on the methodology defined under GASB Statement No. 74, Financial Reporting for 
Postemployment Benefit Plans Other Than Pension Plans (OPEB) and the long term expected rate of return 
was reduced from 7.75 percent to 7.45 percent. Valuation year per capita health care costs were updated, 
and the salary scale was modified. The percentage of future retirees electing each option was updated 
based on current data and the percentage of future disabled retirees and terminated vested participants 
electing health coverage were decreased. The assumed mortality, disability, retirement, withdrawal and 
future health care cost trend rates were modified along with the portion of rebated prescription drug 
costs. 
 
Also, since the prior measurement date, the subsidy multiplier for non-Medicare benefit recipients was 
reduced from 2.1 percent to 1.9 percent per year of service. Medicare Part B premium reimbursements 
were discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 2019.  Subsequent to the current measurement 
date, the date for discontinuing remaining Medicare Part B premium reimbursements was extended to 
January 2020. 
 
Actuarial Assumptions – STRS 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
 

Target
Asset Class Allocation

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

* 10 year annualized geometric nominal returns, which  include the 
real rate of return and inflation of 2.25 percent and does not include 
investment expenses.  Over a 30-year period, STRS' investment
consultant indicates that the above target allocations should
generate a return above the actual rate of return, without net
value added by management.

Long-Term Expected
Rate of Return *
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 
Discount Rate The discount rate used to measure the total OPEB liability was 4.13 percent as of June 30, 
2018. The projection of cash flows used to determine the discount rate assumes STRS Ohio continues to 
allocate no employer contributions to the health care fund. Based on these assumptions, the OPEB plan’s 
fiduciary net position was not projected to be sufficient to make all projected future benefit payments of 
current plan members. The OPEB plan’s fiduciary net position was projected to become insufficient to 
make future benefit payments during the fiscal year ending June 30, 2037.  Therefore, the long-term 
expected rate of return on OPEB plan assets was used to determine the present value of the projected 
benefit payments through the fiscal year ending June 30, 2036 and the Bond Buyer 20-year municipal 
bond rate of 3.58 percent as of June 30, 2017 (i.e. municipal bond rate), was used to determine the present 
value of the projected benefit payments for the remaining years in the projection.  The total present value 
of projected benefit payments from all years was then used to determine the single rate of return that 
was used as the discount rate. The blended discount rate of 4.13 percent, which represents the long-term 
expected rate of return of 7.45 percent for the funded benefit payments and the Bond Buyer 20-year 
municipal bond rate of 3.58 percent for the unfunded benefit payments, was used to measure the total 
OPEB liability as of June 30, 2017.  A blended discount rate of 3.26 percent which represents the long term 
expected rate of return of 7.75 percent for the funded benefit payments and the Bond Buyer 20-year 
municipal bond rate of 2.85 percent for the unfunded benefit payments was used to measure the total 
OPEB liability at June 30, 2016. 
 
Actuarial Assumptions – STRS 
 
Sensitivity of the Academy’s Proportionate Share of the Net OPEB Liability to Changes in the Discount 
and Health Care Cost Trend Rate The following table represents the net OPEB liability as of June 30, 2018, 
calculated using the current period discount rate assumption of 4.13 percent, as well as what the net 
OPEB liability would be if it were calculated using a discount rate that is one percentage point lower (3.13 
percent) or one percentage point higher (5.13 percent) than the current assumption. Also shown is the 
net OPEB liability as if it were calculated using health care cost trend rates that are one percentage point 
lower or one percentage point higher than the current health care cost trend rates. 
 

 
 

 
 

Current

1% Decrease Discount Rate 1% Increase

(3.13%) (4.13%) (5.13%)

Academy's proportionate share

  of the net OPEB liability $278,202 $207,229 $151,138

Current

1% Decrease Trend Rate 1% Increase

Academy's proportionate share

  of the net OPEB liability $143,974 $207,229 $290,481
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NOTE 12 – CONTINGENCIES 
 
Grants - The Academy received financial assistance from federal and state agencies in the form of grants. 
The disbursement of funds received under these programs generally requires compliance with terms and 
conditions specified in the grant agreements and are subject to audit by the grantor agencies. Any 
disallowed claims resulting from such audits could become a liability of the Academy. However, in the 
opinion of management, any such disallowed claims will not have a material adverse effect on the overall 
financial position of the Academy at June 30, 2018. 
 
Litigation - There are currently no matters in litigation with the Academy as defendant. 
 
Full-Time Equivalency - Academy foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  
 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE did not perform such a review on the Academy for fiscal year 2018.   
 
As of the date of this report, additional ODE adjustments for fiscal year 2018 are not finalized.  As a result, 
the impact of future FTE adjustments on the fiscal year 2018 financial statements is not determinable, at 
this time. Management believes this may result in either an additional receivable to, or a liability of, the 
Academy. 
 
In addition, the Academy’s contracts with their Sponsor and Management Company require payment 
based on revenues received from the State.  As discussed above, additional FTE adjustments for fiscal year 
2018 are not finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 2018 
financial statements, related to additional reconciliation necessary with these contracts, is not 
determinable.  Management believes this may result in either an additional receivable to, or liability of, 
the Academy.   
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NOTE 13 – BUILDING LEASES 
 

During fiscal year 2018, the Academy moved into a new facility located at 328 East Monroe Street in 
Sandusky, Ohio.  The facility is owned by the Academy’s management company, Accel Schools.   Under 
the Development Agreement signed by the Academy and Accel in February 2017, the Academy shall be 
charged monthly rent in an amount equal to 12.5% of State Aid revenues and shall not exceed $30,000 
per month. The remaining term of the lease shall coincide with the current management agreement. 
 
NOTE 14 - SPONSOR 
 
The Academy was approved for operation under a contract with the St. Aloysius Orphanage (the Sponsor) 
for a period of five academic years commencing July 18, 2005. In July 2015, this contract was extended 
for an additional five academic years. As part of this contract, the Sponsor is entitled to 3% of the total 
State foundation funds.  Total amount due and paid for fiscal year 2018 was $27,865. 
 
NOTE 15 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES 
 
The Academy entered into an agreement with Accel Schools, a management company, to provide legal, 
financial, and other management support services for fiscal year 2018. The agreement was for a period of 
five years beginning July 1, 2015. Management fees are calculated as 12.5% of the Academy’s State 
Revenue, plus $20,000 for managing Federal Funds. The total amount due from the Academy for the fiscal 
year ending June 30, 2018 was $136,110 and is included under “Purchased Services” on the Statement of 
Revenues, Expenses and Changes in Net Position. 
 
Also, per the management agreement there are expenses that will be billed to the Academy based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of Accel employees working 
in at the Academy and other costs related to providing education and administrative services. The total 
amount billed to the Academy inclusive of management fees during fiscal year 2018 was $1,265,859. 
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NOTE 15 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES (continued) 
 
The following table is a summary of the management company expenses during fiscal year 2018: 
 

 
 
Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro-rated based on 
full time equivalent (FTE) head count as of June 30, 2018 by each school it manages.  
 
NOTE 16 – IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES AND RESTATEMENT OF NET POSITION 
 
For the fiscal year ended June 30, 2018, the Academy has implemented Governmental Accounting 
Standards Board (GASB) Statement No. 75, Accounting and Financial reporting for Postemployment 
Benefits other than Pensions, GASB Statement No. 81, Irrevocable Split-Interest Agreements, GASB 
Statement No. 85, Omnibus 2017 and GASB Statement No. 86, Certain Debt Extinguishments. 
 
GASB Statement No. 75 requires recognition of the entire net postemployment benefits other than 
pensions (other postemployment benefits or OPEB) liability and a more comprehensive measure of 
postemployment benefits expense for OPEB provided to the employees of state and local governmental 
employers through OPEB plans that are administered through trusts or equivalent arrangements. The 
implementation of GASB Statement No. 75 resulted in the inclusion of net OPEB liability and OPEB expense 
components on the accrual financial statements.  See below for the effect on net position as previously 
reported.  
 
GASB Statement No. 81 requires that a government that receives resources pursuant to an irrevocable 
split-interest agreement recognize assets, liabilities, and deferred inflows of resources at the inception of 
the agreement. Furthermore, it requires that a government recognize assets representing its beneficial 
interests in irrevocable split-interest agreements that are administered by a third party, if the government 
controls the present service capacity of the beneficial interests. This Statement also requires that a 
government recognize revenue when the resources become applicable to the reporting period.    

Monroe Preparatory Academy

Regular 
Instruction

(1100 Function 
Codes)

Special 
Instruction

(1200 Function 
Codes)

Support 
Services

(2000 Function 
Codes)

Non-Instructional 
(3000 through 
7000 Function 

Codes)

Total

Direct Expenses: 
Salaries & Wages (100 Object Codes) 384,452$        63,741$          294,406$        -$                     742,599$    
Employees’ Benefits (200 Object Codes) 17,876            1,825              26,892            -                       46,593        
Professional & Technical Services (410 Object Codes) -                  -                  149,089          -                       149,089      
Property Services (420 Object Codes) -                  -                  21,940            -                       21,940        
Supplies (500 Object Codes) 2,733              -                  15,748            -                       18,481        
Other Direct Costs (All Other Object Codes) 2,239              -                  31,584            -                       33,823        
Indirect Expenses: 
Overhead -                  -                  109,700          -                       109,700      
  
Total Expenses 407,300$        65,566$          649,359$        -$                     1,122,225$ 
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NOTE 16 – IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES AND RESTATEMENT OF NET POSITION 
(Continued) 
 
The implementation of GASB Statement No. 81 did not have an effect on the financial statements of the 
Academy. 
 
GASB Statement No. 85 addresses a variety of topics including issues related to blending component units, 
goodwill, fair value measurement and application, and postemployment benefits. These changes were 
incorporated in the Academy’s fiscal year 2018 financial statements; however, there was no effect on 
beginning net position.  
 
GASB Statement No. 86 addresses the reporting and disclosure requirements of certain debt 
extinguishments including in-substance defeasance transactions and prepaid insurance associated with 
debt that is extinguished. The implementation of GASB Statement No. 86 did not have an effect on the 
financial statements of the Academy. 
 

Net Position June 30, 2017 (2,250,174)$ 

Adjustments:
Net OPEB liability (399,156)       
Deferred Outflow - Payments Subsequent to Measurement Date 1,753              

Restated Net Position June 30, 2017 (2,647,577)$ 

 
Other than employer contributions subsequent to the measurement date, the Academy made no 
restatement for deferred inflows/outflows of resources as the information needed to generate these 
restatements was not available. 
 
NOTE 17 - MANAGEMENT PLAN 
 
For fiscal year 2018, the Academy had a net position deficit of $(2,140,087) including the impacts of the 
Net Pension/OPEB liabilities and related accruals. The Academy’s net deficit in fiscal year 2018 improved 
from the $(2,647,577) restated net deficit in fiscal 2017. Enrollment decreased in fiscal year 2018 to 114, 
down from 150 in fiscal year 2017.  The Academy’s ability to maintain a stable administrative and 
instructional team along with active advertising via print, radio, mailings and through referrals of current 
parents is anticipated to help produce the likelihood of future enrollment growth leading to surpluses and 
provide an opportunity for the academy to recover from its prior deficits. 
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See accompanying notes to the required supplementary information. 
 
 

2018 2017 2016 2015 2014
Academy's Proportion of the Net Pension

Liability 0.00285060% 0.00324760% 0.0042729% 0.004911% 0.004911%

Academy's Proportionate Share of the Net
Pension Liability 170,318$        237,694$        243,816$        248,543$        292,041$        

Academy's Covered Payroll 85,821$          142,114$        128,634$        144,149$        119,509$        

Academy's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 198.46% 167.26% 189.54% 172.42% 244.37%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 69.50% 62.98% 69.16% 71.70% 65.52%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 
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See accompanying notes to the required supplementary information. 

2018 2017 2016 2015 2014
Academy's Proportion of the Net Pension

Liability 0.00531135% 0.00570583% 0.00616730% 0.00731224% 0.00731224%

Academy's Proportionate Share of the Net
Pension Liability 1,261,724$       1,909,913$       1,704,461$       1,778,590$       2,118,645$       

Academy's Covered Payroll 583,914$          638,400$          643,457$          804,577$          668,177$          

Academy's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 216.08% 299.17% 264.89% 221.06% 317.08%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 75.30% 66.80% 72.10% 74.70% 69.30%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net Pension Liability

State Teachers Retirement System of Ohio
Last Five Fiscal Years (1)
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See accompanying notes to the required supplementary information.

2018 2017 2016 2015 2014 2013 2012 2011 2010 2009

Contractually Required Contribution 14,252$          12,015$          19,896$          16,954$          19,979$          16,540$          12,563$          10,210$          12,404$          11,008$      

Contributions in Relation to the 
Contractually Required Contribution (14,252)           (12,015)           (19,896)           (16,954)           (19,979)           (16,540)           (12,563)           (10,210)           (12,404)           (11,008)      

Contribution Deficiency (Excess) -                 -                 -                 -                 -                 -                 -                 -                 -                 -             

Academy Covered Payroll 105,570$        85,821$          142,114$        128,634$        144,149$        119,509$        93,405$          81,225$          91,610$          111,839$    

Contributions as a Percentage of
Covered Payroll 13.50% 14.00% 14.00% 13.18% 13.86% 13.84% 13.45% 12.57% 13.54% 9.84%
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See accompanying notes to the required supplementary information.

2018 2017 2016 2015 2014 2013 2012 2011 2010 2009

Contractually Required Contribution 73,755$            81,748$            89,376$            90,084$            104,595$          86,863$            58,840$            60,868$            55,728$            62,218$            

Contributions in Relation to the 
Contractually Required Contribution (73,755)             (81,748)             (89,376)             (90,084)             (104,595)           (86,863)             (58,840)             (60,868)             (55,728)             (62,218)             

Contribution Deficiency (Excess) -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 

Academy Covered Payroll 526,821$          583,914$          638,400$          643,457$          747,107$          620,460$          420,285$          434,771$          398,057$          444,414$          

Contributions as a Percentage of
Covered Payroll 14.00% 14.00% 14.00% 14.00% 13.00% 13.00% 13.00% 13.00% 13.00% 13.00%
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2018 2017
Academy's Proportion of the Net OPEB

Liability 0.0026968% 0.0032981%

Academy's Proportionate Share of the Net
OPEB Liability 72,376$          94,007$          

Academy's Covered Payroll 85,821$          142,114$        

Academy's Proportionate Share of the Net
OPEB Liability as a Percentage
of its Covered Payroll 84.33% 66.15%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability 12.46% 11.49%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information
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2018 2017
Academy's Proportion of the Net OPEB

Liability 0.00531135% 0.00570583%

Academy's Proportionate Share of the Net
OPEB Liability 207,229$          305,149$          

Academy's Covered Payroll 583,914$          638,400$          

Academy's Proportionate Share of the Net
OPEB Liability as a Percentage
of its Covered Payroll 35.49% 47.80%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability 47.10% 37.30%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information
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2018 2017 2016 2015 2014 2013 2012 2011 2010 2009

Contractually Required Contribution (1) 2,060$            1,753$            1,699$            1,055$       1,085$            934$               544$               1,236$            487$               5,022$        

Contributions in Relation to the 
Contractually Required Contribution (2,060)             (1,753)             (1,699)             (1,055)        (1,085)             (934)               (544)               (1,236)             (487)               (5,022)        

Contribution Deficiency (Excess) -                 -                 -                 -             -                 -                 -                 -                 -                 -             

Academy Covered Payroll 105,570$        85,821$          142,114$        128,634$    144,149$        119,509$        93,405$          81,225$          91,610$          111,839$    

OPEB Contributions as a Percentage of
Covered Payroll (1) 1.95% 2.04% 1.20% 0.82% 0.75% 0.78% 0.58% 1.52% 0.53% 4.49%

(1) Includes Surcharge

See accompanying notes to the required supplementary information
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2018 2017 2016 2015 2014 2013 2012 2011 2010 2009

Contractually Required Contribution -$                     -$                 -$                 -$                 7,471$              6,205$              4,203$              4,348$              3,981$              4,444$              

Contributions in Relation to the 
Contractually Required Contribution -                       -                   -                   -                   (7,471)              (6,205)               (4,203)              (4,348)              (3,981)              (4,444)              

Contribution Deficiency (Excess) -$                     -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 

Academy Covered Payroll 526,821$              583,914$          638,400$          643,457$          747,107$          620,460$          420,285$          434,771$          398,057$          444,414$          

Contributions as a Percentage of
Covered Payroll 0.00% 0.00% 0.00% 0.00% 1.00% 1.00% 1.00% 1.00% 1.00% 1.00%

See accompanying notes to the required supplementary information
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Net Pension Liability  
 
Changes of benefit terms - SERS:  
 
There were no changes in benefit terms from the amounts reported for fiscal years 2014-2018. 
 
The following changes were made to the benefit terms in 2018 as identified: The COLA was changed from 
a fixed 3.00% to a COLA that is indexed to CPI-W not greater than 2.5% with a floor of 0% beginning 
January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has enacted a 
three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in assumptions - SERS:  
 
There were no changes in methods and assumptions used in the calculation of actuarial determined 
contributions for fiscal years 2014-2016 and 2018. For fiscal year 2018, the following changes of 
assumptions affected the total pension liability since the prior measurement date: (a) the assumed rate 
of inflation was reduced from 3.25% to 3.00%, (b) payroll growth assumption was reduced from 4.00% to 
3.50%, (c) assumed real wage growth was reduced from 0.75% to 0.50%, (d) Rates of withdrawal, 
retirement and disability were updated to reflect recent experience, (e) mortality among active members 
was updated to RP-2014 Blue Collar Mortality Table with fully generational projection and a five year age 
set-back for both males and females, (f) mortality among service retired members, and beneficiaries was 
updated to the following RP-2014 Blue Collar Mortality Table with fully generational projection with Scale 
BB, 120% of male rates, and 110% of female rates and (g) mortality among disable member was updated 
to RP-2000 Disabled Mortality Table, 90% for male rates and 100% for female rates, set back five years is 
used for the period after disability retirement (h) change in discount rate from 7.75% to 7.5%.   

 
Changes in benefit terms - STRS:  
 
There were no changes in benefit terms from the amounts reported for fiscal years 2014-2017. Effective 
for fiscal year 2018, the cost of living adjustment (COLA) was reduced to zero. 
 
Changes in assumptions - STRS:  
 
There were no changes in methods and assumptions used in the calculation of actuarial determined 
contributions for fiscal years 2014-2018.  For fiscal year 2018, the following changes of assumptions 
affected the total pension liability since the prior measurement date: (a) inflation assumption lowered 
from 2.75% to 2.50%, (b) investment return assumption lowered from 7.75% to 7.45%, (c) total salary 
increases rates lowered by decreasing the merit component of the individual salary increases, as well as 
by 0.25% due to lower inflation, (d) payroll growth assumption lowered to 3.00%, (e) updated the healthy 
and disable mortality assumption to the “RP-2014” mortality tables with generational improvement scale 
MP-2016, (f) rates of retirement, termination and disability were modified to better reflect anticipated 
future experience.  
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Net OPEB Liability  
  
Changes in Assumptions – SERS  
  
Amounts reported for fiscal year 2018 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability as presented below:  
  
Municipal Bond Index Rate: 
    Fiscal year 2018          3.56 percent 
    Fiscal year 2017         2.92 percent 
Single Equivalent Interest Rate, net of plan investment expense, 
 including price inflation 
    Fiscal year 2018          3.63 percent 
    Fiscal year 2017         2.98 percent 
  
 Changes in Assumptions – STRS  
  
For fiscal year 2018, the discount rate was increased from 3.26 percent to 4.13 percent based on the 
methodology defined under GASB Statement No. 74, Financial Reporting for Postemployment Benefit 
Plans Other Than Pension Plans (OPEB) and the long term expected rate of return was reduced from 7.75 
percent to 7.45 percent. Valuation year per capita health care costs were updated, and the salary scale 
was modified. The percentage of future retirees electing each option was updated based on current data 
and the percentage of future disabled retirees and terminated vested participants electing health 
coverage were decreased. The assumed mortality, disability, retirement, withdrawal and future health 
care cost trend rates were modified along with the portion of rebated prescription drug costs.  
  
Also, for fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. 
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December 28, 2018

To the Board of Directors
Monroe Preparatory Academy
Erie County, Ohio
328 E. Monroe Street
Sandusky, OH 44870

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the Monroe Preparatory Academy, Erie
County, Ohio (the “Academy”) as of and for the year ended June 30, 2018, and the related notes to the financial 
statements, which collectively comprise the Academy’s basic financial statements, and have issued our report 
thereon dated December 28, 2018, in which we noted the School restated their net position to account for the 
implementation of Governmental Accounting Standard Board (GASB) Statement No. 75, “Accounting and 
Financial reporting for Postemployment Benefits other than Pensions”, and the Academy has suffered recurring 
losses from operations and has a net position deficit of $2,140,087, including the net effect of net pension liability, 
net OPEB liability and related accruals totaling $1,737,422, that raises substantial doubt about its ability to 
continue as a going concern.

Internal Control over Financial Reporting

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

A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance. 
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Monroe Preparatory Academy
Independent Auditor’s Report on Internal Control over Financial Reporting 
   and on Compliance and Other Matters Based on an Audit of 
   Financial Statements Performed in Accordance with 

Government Auditing Standards
Page 2 of 2

Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified.

Compliance and Other Matters

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

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose.

Cambridge, Ohio
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Board of Directors 
Montgomery Preparatory Academy 
219 E Maple St Ste 202 
North Canton, OH 44720 
 
 
We have reviewed the Independent Auditor’s Report of the Montgomery Preparatory Academy, 
Montgomery County, prepared by Rea & Associates, Inc., for the audit period July 1, 2018 
through June 30, 2019.  Based upon this review, we have accepted these reports in lieu of the 
audit required by Section 117.11, Revised Code.  The Auditor of State did not audit the 
accompanying financial statements and, accordingly, we are unable to express, and do not 
express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Montgomery Preparatory Academy is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
January 22, 2020  
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December 22, 2019 
 
To the Board of Directors 
Montgomery Preparatory Academy 
2745 South Smithville Road  
Dayton, OH 45420 
 

INDEPENDENT AUDITOR'S REPORT 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Montgomery Preparatory Academy, 
Montgomery County, Ohio, (the “Academy”) as of and for the year ended June 30, 2019, and the related 
notes to the financial statements, which collectively comprise the Academy’s basic financial statements as 
listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the Academy’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Academy’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
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Montgomery Preparatory Academy 
Independent Auditor’s Report 
Page 2 of 3 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Montgomery Preparatory Academy, Montgomery County, Ohio as of June 30, 
2019, and the changes in its financial position and its cash flows for the year then ended in accordance 
with accounting principles generally accepted in the United States of America. 
 
Emphasis of a Matter  
 
The accompanying financial statements have been prepared assuming the Academy will continue as a 
going concern. As disclosed in Note 14 to the financial statements, the Academy has suffered a loss from 
operations and has a net position deficit of $380,665 that raises substantial doubt about its ability to 
continue as a going concern. This deficit net position includes the effect of the net pension and net OPEB 
related accruals totaling $101,012. Note 14 describes management’s plan regarding these issues. The 
financial statements do not include any adjustments that might result from the outcome of this 
uncertainty. Our opinion is not modified with respect to this matter. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the Academy’s Contributions-Pension and the Schedule of the 
Academy’s Contributions - OPEB as listed in the table of contents, be presented to supplement the basic 
financial statements. Such information, although not a part of the basic financial statements, is required by 
the Governmental Accounting Standards Board who considers it to be an essential part of financial 
reporting for placing the basic financial statements in an appropriate operational, economic, or historical 
context. We have applied certain limited procedures to the required supplementary information in 
accordance with auditing standards generally accepted in the United States of America, which consisted 
of inquiries of management about the methods of preparing the information and comparing the 
information for consistency with management’s responses to our inquiries, the basic financial statements, 
and other knowledge we obtained during our audit of the basic financial statements. We do not express an 
opinion or provide any assurance on the information because the limited procedures do not provide us 
with sufficient evidence to express an opinion or provide any assurance.  
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Montgomery Preparatory Academy 
Independent Auditor’s Report 
Page 3 of 3 
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated December 22, 
2019 on our consideration of the Academy’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the Academy’s internal control over financial reporting or on compliance. That report is 
an integral part of an audit performed in accordance with Government Auditing Standards in considering 
the Academy’s internal control over financial reporting and 
compliance. 
 
 
 
 
 

Cambridge, Ohio 
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The  discussion  and  analysis  of  the  Montgomery  Preparatory  Academy  (the  Academy)  financial 
performance provides an overall review of the Academy’s financial activities for the fiscal year ended June 
30, 2019. The intent of this discussion and analysis is to look at the Academy’s’ financial performance as 
a  whole;  readers  should  also  review  the  basic  financial  statements  and  notes  to  the  basic  financial 
statements to enhance their understanding of the Academy’s financial performance.  

The Management’s Discussion and Analysis (the MD&A) is an element of the reporting model adopted by 
the  Governmental  Accounting  Standards  Board  (GASB)  in  their  Statement  No.  34  Basic  Financial 
Statements  –  and Management’s Discussion and Analysis  –  for  State  and  Local Governments.  Certain 
comparative  information  between  the  current  fiscal  year  and  the  prior  fiscal  year  is  required  to  be 
presented in the MD&A. However, because this is the first year of financial reporting for the Academy 
comparative prior year fiscal information does not exist.  Subsequent reports will include the comparative 
information. 

FINANCIAL HIGHLIGHTS 
 
Key Financial Highlights for the Academy for the 2018‐19 school year are as follows:  

 Total Assets were $117,311. 

 Total Liabilities were $598,988.   

 Total Net Position was $(380,665). 

 Total Operating and Non‐Operating revenues were $1,768,636. Total Operating expenses were 
$2,149,301. 

 Fiscal year 2019 was the first year of school operations. 
 

USING THIS ANNUAL REPORT 
  
This report consists of three parts: the required supplemental information, the basic financial statements, 
and notes  to those statements.   The basic  financial statements  include a Statement of Net Position, a 
Statement of Revenues, Expenses and Change in Net Position, and a Statement of Cash Flows.   

The Statement of Net Position and Statement of Revenues, Expenses, and Change in Net Position reflect 
how the Academy did financially during fiscal year 2019.  These statements include all assets, deferred 
outflows of resources, liabilities, and deferred inflows of resources, using the accrual basis of accounting 
similar to the accounting used by most private‐sector companies. This basis of accounting includes all of 
the current year revenues and expenses regardless of when cash is received or paid.  

These  statements  report  the Academy’s net position and  changes  in  that position. This  change  in net 
position  is  important  because  it  tells  the  reader  whether  the  financial  position  of  the  Academy  has 
improved or diminished. The causes of  this change may be the result of many factors, some financial, 
some  not.  Non‐financial  factors  include  the  Academy’s’  student  enrollment,  per‐pupil  funding  as 
determined by the State of Ohio, change in technology, required educational programs and other factors. 

The Academy uses enterprise presentation for all of its activities.
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USING THIS ANNUAL REPORT (Continued) 
 
Statement of Net Position ‐ The Statement of Net Position answers the question of how the Academy did 
financially during 2019.  This statement includes all assets, deferred outflows of resources, liabilities, and 
deferred inflows of resources, both financial and capital, and short‐term and long‐term using the accrual 
basis of accounting and economic resource focus, which is similar to the accounting used by most private‐
sector companies.  This basis of accounting takes into account all revenues and expenses during the year, 
regardless of when the cash is received or paid.   
 
Table 1 provides a summary of the Academy’s Net Position for fiscal year 2019.  This is the Academy’s first 
year of operation.  Therefore, comparative information is not available.  
 

2019

Assets

Current Assets 85,301$         

Capital Assets, Net 32,010           

Total Assets 117,311         

Deferred Outflows of Resources 101,012         

Liabilities

Current Liabilities 598,988         

Total Liabilities 598,988         

Net Position

Investment in Capital Assets 32,010           

Unrestricted (412,675)       

Total Net Position (380,665)$     

Table 1

Statement of Net Position

 

 
Over time, net position can serve as a useful indicator of a government’s financial position.  At June 30, 
2019, the Academy’s net position totaled $(380,665). 
 
Current assets represent cash and cash equivalents, intergovernmental receivable, accounts receivable, 
and other assets.  Current liabilities represent accounts payable, accrued expenses, and advances payable.  
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USING THIS ANNUAL REPORT (Continued) 
 
As part of  first year operations,  the Academy adopted GASB Statement 68,  “Accounting and Financial 
Reporting for Pensions—an Amendment of GASB Statement 27,” and GASB Statement 75, “Accounting 
and Financial Reporting for Postemployment Benefits Other Than Pensions,” which significantly revises 
accounting  for  costs  and  liabilities  related  to  other  postemployment  benefits  (OPEB).    For  reasons 
discussed  below, many  end  users  of  this  financial  statement will  gain  a  clearer  understanding  of  the 
Academy’s actual  financial condition by adding deferred  inflows related to pension and OPEB,  the net 
pension liability and the net OPEB liability to the reported net position and subtracting deferred outflows 
related to pension and OPEB and net OPEB asset. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports  prepared  in  accordance  with  generally  accepted  accounting  principles.    Prior  accounting  for 
pensions  (GASB  27)  and  postemployment  benefits  (GASB  45)  focused  on  a  funding  approach.    This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OBEP liability.  GASB 68 and GASB 75 
take an earnings approach to pension and OPEB accounting; however,  the nature of Ohio’s statewide 
pension/OPEB plans and state law governing those systems requires additional explanation in order to 
properly understand the information presented in these statements. 

 
GASB  68  and GASB  75  require  the  net  pension  liability  and  the  net  OPEB  asset/liability  to  equal  the 
Academy’s proportionate share of each plan’s collective: 
 

1. Present  value  of  estimated  future  pension/OPEB  benefits  attributable  to  active  and  inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 

GASB  notes  that  pension  and  OPEB  obligations,  whether  funded  or  unfunded,  are  part  of  the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, 
and the promise of a future pension and other postemployment benefits.  GASB noted that the unfunded 
portion of this promise is a present obligation of the government, part of a bargained‐for benefit to the 
employee, and should accordingly be reported by the government as a liability since they received the 
benefit of the exchange.  However, the Academy is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement  systems  to  provide  healthcare  to  eligible  benefit  recipients.    The  retirement  systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
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USING THIS ANNUAL REPORT (Continued) 
 
The  employee  enters  the  employment  exchange with  the  knowledge  that  the  employer’s  promise  is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a specific, 
legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the 
unfunded  liability  of  the  pension/OPEB  plan  as  against  the  public  employer.    State  law  operates  to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the  employment  exchange  with  notice  as  to  the  law.    The  retirement  system  is  responsible  for  the 
administration of the pension and OPEB plans.  
 
Most long‐term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time‐off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability.  As explained above, changes in benefits, 
contribution rates, and return on investments affect the balance of these liabilities, but are outside the 
control of the local government.  In the event that contributions, investment returns, and other changes 
are insufficient to keep up with required payments, State statute does not assign/identify the responsible 
party for the unfunded portion.  Due to the unique nature of how the net pension liability and the net 
OPEB liability are satisfied, these liabilities are separately identified within the long‐term liability section 
of the statement of net position. 
 
In accordance with GASB 68 and GASB 75,  the Academy’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB asset/liability, respectively, not accounted for 
as deferred inflows/outflows.  
 
Due to the Academy not being in operating during the measurement period for GASB 68/75 (fiscal year 
2018), the Academy is only reporting a deferred outflow of resources for the contributions subsequent to 
the measurement date. 
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USING THIS ANNUAL REPORT (Continued) 
 
Statement of Revenues, Expenses and Change in Net Position ‐ Table 2 shows the change in Net Position 
for fiscal years 2019 as well as a listing of revenues and expenses.   This change in Net Position is important 
because it tells the reader that, for the Academy as a whole, the financial position of the Academy has 
improved or diminished. The cause of this may be the result of many factors, some financial, some not.  
Non‐financial  factors  include  the  current  laws  in  Ohio  restricting  revenue  growth,  facility  conditions, 
required educational programs and other factors. 
 
 

Operating Revenues

State Aid  $             1,629,055 

Miscellaneous                          7,066 

     Total Operating Revenues                1,636,121 

Operating Expenses  

Purchased Services                2,075,341 

Supplies                      49,484 

Depreciation                      10,471 

Other                      14,005 

      Total Operating Expenses                2,149,301 

Operating (Loss)                   (513,180)

Non‐Operating Revenues

Federal Grants                    132,515 

      Total Non‐Operating Revenues                    132,515 

 

Change in Net Position  $              (380,665)

2019

Table 2

Change in Net Position
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USING THIS ANNUAL REPORT (Continued) 
 
As  previously  noted,  no  prior  year  information  is  available  as  fiscal  year  2019 was  the  initial  year  of 
operations for the Academy.  Therefore, comparative information will be available in future years.   
 

CAPITAL ASSETS  
At fiscal year end, the Academy’s net capital asset balance was $32,010. This balance represents $42,481 
of current year additions offset by current year depreciation of $10,471.   For more information on capital 
assets, see Note 5 of the Basic Financial Statements. 
 

CURRENT FINANCIAL ISSUES 
 
The Academy is a community School and is funded through the State of Ohio Foundation Program.  The 
Academy relies on this, as well as, State and Federal funds as its primary source of revenue.   In 2019, the 
State  raised  the  base  per  pupil  funding  to  $6,020.  Additionally,  community  schools  in  Ohio  will  be 
allocated a small amount of facilities funding which is also per pupil based.  This amount is projected to 
be $200 per pupil. 
 
The full‐time equivalent enrollment of the Academy for the year ended June 30, 2019 was 200.   
 
Overall, the Academy will continue to provide learning opportunities and apply resources to best meet 
the needs of students. 
 

CONTACTING THE ACADEMY’S FINANCIAL MANAGEMENT  
 
This financial report is designed to provide our citizen’s, taxpayers, investors and creditors with a general 
overview of the Academy’s finances and to demonstrate accountability for the money it receives. If you 
have questions about this report or need additional information contact the Academy’s Fiscal Officer, C. 
David Massa, CPA, of Massa Financial Solutions, LLC, 2745 S. Smithville Rd, Dayton, OH 45420. 
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MONTGOMERY PREPARATORY ACADEMY ‐ MONTGOMERY COUNTY, OHIO 

 
Statement of Net Position 

At June 30, 2019 
 
 

Assets:

Current Assets:

    Cash and Cash Equivalents 58,030$             

    Intergovernmental Receivable 14,911

    Accounts Receivable 11,906

Other Assets 454

      Total Current Assets 85,301

Noncurrent Assets:

  Capital Assets, net of Accumulated Depreciation 32,010

Total Assets 117,311             

Deferred Outflows of Resources:

    Pension 96,826               

    OPEB 4,186                 

      Total Deferred Outflows of Resources 101,012             

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 152,426             

    Accounts Payable, Related Party 403,639             

    Accrued Expenses 38,723               

    Advances Payable 4,200                 

       Total Current Liabilities 598,988             

       Total Liabilities 598,988

Net Position:

  Investment in Capital Assets 32,010

  Unrestricted Net Position (412,675)           

  Total Net Position (380,665)$         

See Accompanying Notes to the Basic Financial Statements
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MONTGOMERY PREPARATORY ACADEMY ‐ MONTGOMERY COUNTY, OHIO 

 
Statement of Revenues, 

Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2019 

 
 

Operating Revenues:

  State Aid 1,629,055$       

  Miscellaneous 7,066

    Total Operating Revenues 1,636,121

Operating Expenses:

  Purchased Services 2,075,341

  Depreciation 10,471

  Supplies 49,484

  Other Operating Expenses 14,005

    Total Operating Expenses 2,149,301

      Operating Loss (513,180)

Non‐Operating Revenues:

  Federal Grants  132,515

    Net Nonoperating Revenues 132,515

Change in Net Position (380,665)           

Net Position Beginning of Year ‐                      

Net Position End of Year (380,665)$         

See Accompanying Notes to the Basic Financial Statements
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MONTGOMERY PREPARATORY ACADEMY ‐ MONTGOMERY COUNTY, OHIO 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2019 

 
 

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 1,629,055$       

Other Operating Receipts 7,066                 

Cash Payments to Suppliers for Goods and Services (1,653,215)        

Net Cash Used For Operating Activities (17,094)             

CASH FLOWS FROM INVESTMENT ACTIVITIES

Purchase of Assets (42,481)             

Net Cash Used for Investment Activities (42,481)             

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Federal and State Grant Receipts 117,605            

Net Cash Provided By Noncapital Financing Activities 117,605            

Net Increase in Cash and Cash Equivalents 58,030               

Cash and Cash Equivalents ‐ Beginning of the Year ‐                     

Cash and Cash Equivalents ‐ Ending of the Year 58,030$            

See Accompanying Notes to the Basic Financial Statements

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

(Continued)
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MONTGOMERY PREPARATORY ACADEMY ‐ MONTGOMERY COUNTY, OHIO  
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2019 
(Continued) 

 
 

Reconciliation of Operating Loss to Net Cash Used For Operating Activities

Operating Loss (513,180)$         

Adjustments to Reconcile Operating Loss to Net Cash Used For Operating Activities

Depreciation 10,471               

Changes in Assets, Liabilities, and Deferred Inflows and Outflows of Resources:

(Increase)/ Decrease in Deferred Outflows (101,012)           

(Increase)/Decrease in Accounts Receivable (11,906)             

Increase/(Decrease) in Accounts Payable 556,065            

Increase/(Decrease) in Accrued Expenses 38,722               

Increase/(Decrease) in Advances Payable 4,200                 

(Increase)/Decrease in Other Assets (454)                   

Net Cash Used For Operating Activities (17,094)$           

 
  
       See Accompanying Notes to the Basic Financial Statements 
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NOTE 1 ‐ DESCRIPTION OF THE ENTITY 
 
Montgomery Preparatory Academy (the Academy) is a nonprofit corporation established pursuant to Ohio 
Revised Code Chapters 3314 and 1702.  The Academy’s mission is to improve the lives of its students by 
providing  authentic  learning  experiences  in  a  collaborative,  nurturing  environment  that  will  build  a 
foundation  for  student’s  success  in  school,  at  future  work  and  in  life.  The  Academy  operates  on  a 
foundation, which fosters character building for all students, parents and staff members.  The Academy, 
which is part of the State’s education program, is independent of any Academy and is nonsectarian in its 
programs, admission policies, employment practices, and all other operations.  The Academy may acquire 
facilities as needed and contract for any services necessary for the operation of the Academy. 
 
The Academy was approved for operation under a contract with Ohio Council of Community Schools (the 
Sponsor) for a five‐year period commencing on July 1, 2018.  The Sponsor is responsible for evaluating the 
performance of the Academy and has the authority to deny renewal of the contract at its expiration or 
terminate the contract prior to its expiration.  
 
The Academy operates under the direction of a Board of Directors (the Board).  The Board is responsible 
for  carrying  out  the provisions  of  the  contract which  include,  but  are  not  limited  to,  state mandated 
provisions  regarding  student  populations,  curriculum,  academic  goals,  performance  standards, 
admissions standards, and qualifications of teachers.  The Board controls the Academy’s instructional and 
administrative staff. 
 
The Academy contracts with Accel Schools for management services including management of personnel 
and human  resources,  the program of  instruction, marketing data management,  purchasing,  strategic 
planning,  public  relation,  financial  reporting,  recruiting,  compliance  issues,  budgets,  contracts,  and 
equipment and facilities.  
 

NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The basic financial statements of the Academy have been prepared in conformity with generally accepted 
accounting principles  (GAAP)  as  applied  to  governmental  nonprofit  organizations.    The Governmental 
Accounting Standards Board (GASB) is the accepted standard‐setting body for establishing governmental 
accounting and financial reporting principles.  The more significant of the Academy’s accounting policies 
are described below. 
 
Basis of Presentation ‐ The Academy’s basic financial statements consist of a Statement of Net Position, 
a Statement of Revenue, Expenses and Change in Net Position, and a Statement of Cash Flows. Enterprise 
fund reporting focuses on the determination of the changes in net position, financial position and cash 
flows. 
 
The Government Accounting  Standards Board  identifies  the presentation of  all  financial  activity  to be 
reported within one enterprise fund for year‐ending reporting purposes.  Enterprise accounting is used to 
account for operations that are financed and operated in a manner similar to private business enterprise 
where the  intent  is that the cost  (expense) of providing goods and services to the general public on a 
continuing basis be financed or recovered primarily through user charges. 
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NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Measurement  Focus  and  Basis  of  Accounting  ‐  The  accounting  and  financial  reporting  treatment  is 
determined  by  measurement  focus.  Enterprise  accounting  uses  a  flow  of  economic  resources 
measurement  focus. Under  this measurement  focus,  all  assets,  all  deferred  outflows of  resources,  all 
liabilities,  and  all  deferred  inflows  of  resources  are  included  on  the  Statement  of  Net  Position.  The 
Statement of Revenues, Expenses and Changes  in Net Position presents  increases (e.g., revenues) and 
decreases (e.g., expenses) in total Net Position.  
 
Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported in 
the financial statements.  The accrual basis of accounting is used for reporting purposes.  Revenues are 
recognized when they are earned, and expenses are recognized when they are incurred.  
 

Budgetary Process ‐ Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C). However, unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter 5705, unless specifically provided  in  the contract between the Academy and  its Sponsor. The 
contract between the Academy and its Sponsor does not require the Academy to follow the provisions 
Ohio Revised Code Chapter 5705; therefore, no budgetary information is presented in the basic financial 
statements.  

         
Cash and Cash Equivalents ‐ Cash received by the Academy is reflected as “Cash and Cash Equivalents” 
on the Statement of Net Position.  The Academy did not have any investments during the period ended 
June 30, 2019. 
       
Estimates  ‐ The preparation of  financial  statements  in  conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from these estimates. 
 
Capital  Assets  and  Depreciation  ‐  Capital  assets  are  capitalized  at  cost.    Donated  capital  assets  are 
recorded at their acquisition values as of the date received.  The costs of additions are capitalized and 
expenditures for repairs and maintenance are expensed when incurred.  When property is sold or retired, 
the related costs and accumulated depreciation are removed from the financial records and any gain or 
loss is included in additions to or deductions from net position. Capital assets were $32,010, as of June 
30,  2019,  net  of  accumulated  depreciation.  Depreciation  of  capital  assets  is  calculated  utilizing  the 
straight‐line method over the estimated useful lives of the assets which are as follows: 
 

Asset Class                 Useful Life 
Computers & Software                  3 years 

  Furniture & Equipment                  5 years 
        Leasehold Improvements              10 years          

 
The  Academy’s  policy  for  asset  capitalization  threshold  is  $5,000.  Assets  or  certain  asset  groups  not 
meeting the capitalization threshold are not capitalized and are not included in the assets represented in 
the accompanying statement of net position. 
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NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Intergovernmental  Revenues  ‐ The  Academy  currently  participates  in  the  State  Foundation  Program. 
Revenues received from this program are recognized as operating revenues in the accounting period in 
which all eligibility requirements have been met. 
 
Grants and entitlements are  recognized as non‐operating  revenues  in  the accounting period  in which 
eligibility requirements have been met. 

 
Eligibility  requirements  include  timing  requirements,  which  specify  the  year  when  the  resources  are 
required to be used or the fiscal year when use is first permitted, matching requirements, in which the 
Academy must provide local resources to be used for a specified purpose, and expenditure requirements, 
in which the resources are provided to the Academy on a reimbursement basis. 

 
The  Academy  also  participates  in  various  federal  programs  passed  through  the  Ohio  Department  of 
Education.  
 
Under the above programs the Academy recorded $1,629,055 this fiscal year from the State Foundation 
Program and Casino Tax Revenues and $132,515 from Federal Grants.    
 
Compensated Absences ‐ Vacation is taken in a manner which corresponds with the Academy calendar; 
therefore, the Academy does not accrue vacation time as a liability. 
 
Sick/personal leave benefits are earned by full‐time employees at the rate of thirteen days per year and 
cannot be carried into the subsequent years.  No accrual for sick time is made since unused time is not 
paid to employees upon employment termination. 
 
Accrued Liabilities ‐ Obligations incurred but unpaid at June 30 are reported as accrued liabilities in the 
accompanying financial statements.  These liabilities consisted of Accounts Payable, Advances Payable, 
and Accrued Expenses and totaled $598,988 at June 30, 2019. 
 
Exchange and Non‐Exchange Transactions ‐ Revenue resulting from exchange transactions, in which each 
party gives and receives essentially equal value, is recorded on the accrual basis when the exchange takes 
place. Non‐exchange  transactions,  in which  the Academy  receives  value without  directly  giving  equal 
value  in  return,  include  grants,  entitlements  and  donations.    Revenue  from  grants,  entitlements  and 
donations is recognized in the fiscal year in which all eligibility requirements have been satisfied.  Eligibility 
requirements include timing requirements, which specify the year when the resources are required to be 
used or the fiscal year when use is first permitted, matching requirements, in which the Academy must 
provide  local  resources  to  be  used  for  a  specified  purpose,  and  expenditures  requirements,  in which 
resources are provided to the Academy on a reimbursement basis. 
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NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Net  Position  ‐ Net  position  represent  the  difference  between  assets  and  liabilities.        Net  position  is 
reported  as  restricted  when  there  are  limitations  imposed  on  their  use  through  external  restriction 
imposed by  creditors,  grantors,  or  laws and  regulations of  other  governments.    The Academy applies 
restricted resources when an expense is incurred for purposes for which both restricted and unrestricted 
net  position  are  available.  Net  position  invested  in  capital  assets  consist  of  capital  assets,  net  of 
accumulated  depreciation,  reduced  by  the  outstanding  balances  of  any  borrowings  used  for  the 
acquisition, construction, or improvement of those assets. 

 
Operating Revenues and Expenses ‐ Operating revenues are those revenues that are generated directly 
from the primary activities of the Academy.   For the Academy, these revenues are primarily the State 
Foundation program.   Operating expenses are necessary costs  incurred to provide the good or service 
that is the primary activity of the Academy.  All revenues and expenses not meeting this definition are 
reported as non‐operating.  There were no non‐operating expenses reported at June 30, 2019. 
 

Deferred Outflows of Resource ‐ In addition to assets, the statements of financial position will sometimes 

report a separate section for deferred outflows of resources. Deferred outflows of resources represent a 
consumption of net position that applies to a future period and will not be recognized as an outflow of 
resources  (expense/expenditure)  until  then.    For  the  Academy,  deferred  outflows  of  resources  are 
reported on the government‐wide statement of net position for pension and OPEB.  The deferred outflows 
of resources related to pension and OPEB plans are explained in Notes 7 and 8.  
  
Pensions /Other Postemployment Benefits (OPEB)  ‐ For purposes of measuring the net pension/OPEB 
asset/liability,  deferred  outflows  of  resources  and  deferred  inflows  of  resources  related  to 
pensions/OPEB,  and  pension/OPEB  expense,  information  about  the  fiduciary  net  position  of  the 
pension/OPEB plans and additions to/deductions from their fiduciary net position have been determined 
on the same basis as they are reported by the pension/OPEB plan.  For this purpose, benefit payments 
(including refunds of employee contributions) are recognized when due and payable in accordance with 
the benefit terms.  The pension/OPEB plans report investments at fair value. 
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NOTE 3 ‐ CASH AND CASH EQUIVALENTS 
 
The  following  information  classifies  deposits  by  category  of  risk  as  defined  in  GASB  Statement  No.3 
“Deposits  with  Financial  Institutions,  Investments  (including  Repurchase  Agreements)  and  Reverse 
Repurchase  Agreements,”  as  amended  by  GASB  Statement  No.40,  “Deposit,  and  Investment  Risk 
Disclosures”. 
 
The  Academy  maintains  its  cash  balances  at  one  financial  institution,  Huntington  Bank  in  Ohio.  The 
balances are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying 
account.  At June 30, 2019, the book amount of the Academy’s deposits was $58,030 and the bank balance 
was $60,040.  
 
The Academy had no deposit policy for custodial risk beyond the requirement of state statute.  Ohio law 
requires that deposits either be insured or be protected by eligible securities pledged to and deposited 
either with the Academy or a qualified trustee by the financial institution as security for repayment or by 
a collateral pool of eligible securities deposited with a qualified trustee to secure repayment of all public 
monies deposited in the financial institution whose market value shall be at least 105% of deposits being 
secured. At June 30, 2019, none of the bank balance was exposed to custodial credit risk. 
 

NOTE 4 ‐ RECEIVABLES 
 
The Academy has receivables totaling $14,911 at June 30, 2019. These receivables represented amounts 
due  to  the  Academy  from  Federal  programs,  but  not  received  as  of  June  30,  2019.    All  amounts  are 
expected to be collected within one year. 
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NOTE 5 ‐ CAPITAL ASSETS  
 
For the period ending June 30, 2019, the Academy’s capital assets consisted of the following: 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
NOTE 6 ‐ RISK MANAGEMENT 
 
Property & Liability ‐ The Academy is exposed to various risks of loss related to torts; theft of, damage to, 
and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  During the 
fiscal  year  ending  June  30,  2019,  the  Academy  contracted  with  Cincinnati  Insurance  Company  for 
nonprofits  and  maintained  general  liability  insurance  with  a  $1,000,000  single  occurrence  limit  and 
$2,000,000 annual aggregate.  Settled claims have not exceeded this coverage in the past year, nor has 
there been any significant reduction in insurance coverage during the year. 
 
Workers’ Compensation  ‐ The Academy pays the State Worker’s Compensation System a premium for 
employee injury coverage.  The premium is calculated by multiplying the monthly total gross payroll by a 
factor that is calculated by the State.  
 
Employee Medical and Dental Benefits  ‐ The Academy provides medical, vision, and dental  insurance 
benefits through United Healthcare to all full‐time employees. During the school year, the Academy paid 
80% of the monthly premiums for all employees. 
 

 
 
 
 
 
 
 

Balance Balance

6/30/2018 Additions Deletions 06/30/19

Capital Assets:

Furniture & Equipment ‐$                27,666$          ‐$                27,666$         

Computers & Software ‐                   14,815            ‐                   14,815           

Total Capital Assets ‐                   42,481            ‐                   42,481           

Less Accumulated Depreciation:

Furniture & Equipment ‐                   (5,533)             ‐                   (5,533)            

Computer Equipment ‐                   (4,938)             ‐                   (4,938)            

Total Accumulated Depreciation ‐                   (10,471)          ‐                   (10,471)         

Total Capital Assets, Net ‐$                32,010$          ‐$                32,010$         
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NOTE 7 ‐ DEFINED BENEFIT PENSIONS PLANS 
 
Net Pension Liability ‐ Governmental Accounting Standards Board (GASB) Statement No. 68, “Accounting 
and Financial Reporting for Pensions” and GASB Statement No. 71, “Pension Transition for Contributions 
Made Subsequent to the Measurement Date – an amendment of GASB Statement No. 68” were effective. 
The net pension liability is not reported in the accompanying financial statements due to the Academy 
not being in operation during the measurement period. The plan description and actuarial assumptions 
have been disclosed below. 
 
The net pension liability reported on the statement of net position represents a liability to employees for 
pensions.  Pensions  are  a  component  of  exchange  transactions—between  an  employer  and  its 
employees—of salaries and benefits for employee services.  Pensions are provided to an employee—on a 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for pensions is a present obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long‐
term  variables,  including  estimated  average  life  expectancies,  earnings  on  investments,  cost  of  living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   

 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy  cannot  control  benefit  terms  or  the manner  in which  pensions  are  financed;  however,  the 
Academy  does  receive  the  benefit  of  employees’  services  in  exchange  for  compensation  including 
pension.  

 
GASB 68  assumes  the  liability  is  solely  the obligation of  the  employer,  because  (1)  they benefit  from 
employee  services;  and  (2)  State  statute  requires  all  funding  to  come  from  these  employers.    All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State  legislature.   Any resulting  legislative change to benefits or funding could 
significantly affect the net pension liability.  Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net pension liability 
on  the  accrual  basis  of  accounting.    Any  liability  for  the  contractually‐required  pension  contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   
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NOTE 7 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Plan  Description  –  Academy  non‐teaching  employees  participate  in  SERS,  a  statewide,  cost‐sharing 
multiple‐employer  defined  benefit  pension  plan  administered  by  SERS.    SERS  provides  retirement, 
disability and survivor benefits  to plan members and beneficiaries.   Authority  to establish and amend 
benefits  is provided by Ohio Revised Code Chapter 3309.   SERS issues a publicly available, stand‐alone 
financial  report  that  includes  financial  statements,  required  supplementary  information  and  detailed 
information about SERS’ fiduciary net position.  That report can be obtained by visiting the SERS website 
at www.ohsers.org under Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 
  

 
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the  Academy  is  required  to  contribute  14  percent  of  annual  covered  payroll.    The  contribution 
requirements  of  plan  members  and  employers  are  established  and  may  be  amended  by  the  SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent for 
employers.    The  Retirement  Board,  acting  with  the  advice  of  the  actuary,  allocates  the  employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B 
Fund, and Health Care Fund).  For the fiscal year ended June 30, 2019, the allocation to pension, death 
benefits, and Medicare B was 13.5 percent.  SERS allocated 0.5 percent of employer contributions to the 
Health Care Fund for fiscal year 2019. The Academy’s contractually required contribution to SERS was 
$22,786 for fiscal year 2019. 
 

 
 
 
 
 
 
 
 
 

Eligible to Retire before Eligible to Retire on or after

August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or

Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
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NOTE 7 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – Academy licensed teachers and other faculty members participate in STRS Ohio, a cost‐
sharing multiple‐employer  public  employee  retirement  system  administered  by  STRS.    STRS  provides 
retirement and disability benefits  to members and death and survivor benefits  to beneficiaries.    STRS 
issues  a  stand‐alone  financial  report  that  includes  financial  statements,  required  supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215‐3771, by calling (888) 227‐7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New  members  have  a  choice  of  three  retirement  plans;  a  Defined  Benefit  (DB)  Plan,  a  Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307. 
For the DB Plan, from August 1, 2015–July 1, 2017, any member could retire with reduced benefits who 
had (1) five years of service credit and age 60; (2) 26 years of service credit and age 55; or (3) 30 years of 
service  credit  regardless  of  age.  Effective  August  1,  2017–July  1,  2019,  any member may  retire with 
reduced benefits who has (1) five years of service credit and age 60; (2) 27 years of service credit and age 
55; or  (3) 30 years of service credit  regardless of age. Eligibility changes will  continue to be phased  in 
through August 1, 2026, when retirement eligibility for unreduced benefits will be five years of service 
credit and age 65, or 35 years of  service credit and at  least age 60. Retirement eligibility  for  reduced 
benefits will be five years of service credit and age 60, or 30 years of service credit regardless of age. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.    The  remaining 4.5 percent of  the 14 percent employer  rate  is  allocated  to  the defined 
benefit unfunded liability.  Effective July 1, 2017, employer contributions of 9.53 percent are placed in the 
investment accounts and the remaining 4.47 percent of the 14 percent employer rate is allocated to the 
defined benefit unfunded  liability. A member  is eligible  to  receive a  retirement benefit at age 50 and 
termination of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum 
withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
In the Combined Plan, member contributions are allocated among investment choices by the member, 
and employer contributions are used to fund a defined benefit payment. A member’s defined benefit is 
determined by multiplying one percent of the member’s final average salary by the member’s years of 
service credit. The defined benefit portion of the Combined Plan payment is payable to a member on or 
after age 60 with five years of service. The DC portion of the account may be taken as a  lump sum or 
converted to a lifetime monthly annuity at age 50 and termination of employment. 
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NOTE 7 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description ‐ State Teachers Retirement System (STRS) ‐ continued 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another  STRS plan.    The optional  annuitization of  a member’s defined  contribution account or  the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of  investment gain or  loss on the account.   STRS has therefore  included all three plan 
options as one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with  five or more years of credited service who  is determined to be 
disabled  may  qualify  for  a  disability  benefit.    Eligible  survivors  of  members  who  die  before  service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance.  
 
Funding  Policy  –  Employer  and  member  contribution  rates  are  established  by  the  State  Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30,  2019,  plan members were  required  to  contribute  14  percent  of  their  annual  covered  salary.  The 
Academy was  required  to  contribute 14 percent;  the entire 14 percent was  the portion used  to  fund 
pension obligations.  The fiscal year 2019 contribution rates were equal to the statutory maximum rates. 

 
The Academy’s contractually required contribution to STRS was $74,040 for fiscal year 2019.   
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources (with the exception of deferred 
outflows  of  resources  related  to  Academy  contributions  subsequent  to  the  measurement  date)  and 
Deferred Inflows of Resources related to Pensions are not applicable to the Academy at June 30, 2019 due 
to the Academy not being in operation during the measurement period. At June 30, 2019, the Academy 
reported deferred outflows of resources related to pensions from the following sources: 
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NOTE 7 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
(Continued) 

 
$96,826  reported  as  deferred  outflows  of  resources  related  to  pension  resulting  from  Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2020.   
 
Actuarial Assumptions ‐ SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67, 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment terminations).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits  for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and  the historical pattern of  sharing benefit  costs between  the employers and plan 
members  to  that point.  The projection of benefits  for  financial  reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long‐term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the  benefits,  if  any,  paid  to  the  employee  after  termination  of  employment  until  the  death  of  the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key  methods  and  assumptions  used  in  calculating  the  total  pension  liability  in  the  latest  actuarial 
valuation, prepared as of June 30, 2018, are presented below: 
 
 
 

 

SERS STRS Total

Deferred Outflows of Resources

Academy contributions subsequent to the 

  measurement date 22,786$               74,040$               96,826$               

Total Deferred Outflows of Resources 22,786$               74,040$               96,826$               
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NOTE 7 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS – continued  
 

 
 
For post‐retirement mortality, the table used in evaluating allowances to be paid is the RP‐2014 Blue Collar 
Mortality Table with fully generational projection and Scale BB, with 120 percent of male rates and 110 
percent of female rates used. The RP‐2000 Disabled Mortality Table with 90 percent for male rates and 
100 percent for female rates set back five years is used for the period after disability retirement.  
 
The  long‐term  return  expectation  for  the  Pension  Plan  Investments  has  been  determined  by  using  a 
building‐block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A  forecasted  rate  of  inflation  serves  as  the  baseline  for  the  return  expectation.    Various  real  return 
premiums over  the baseline  inflation  rate have been established  for  each asset  class.    The  long‐term 
expected nominal rate of return has been determined by calculating an arithmetic weighted average of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the expected return from rebalancing uncorrelated asset classes. The asset allocation, as used in the June 
30, 2015 five‐year experience study, is summarized as follows: 
 

 
 
Discount Rate Total pension liability was calculated using the discount rate of 7.50 percent. The projection 
of  cash  flows  used  to  determine  the  discount  rate  assumed  that  employers  would  contribute  the 
actuarially  determined  contribution  rate  of  projected  compensation  over  the  remaining  26‐year 
amortization  period  of  the  unfunded  actuarial  accrued  liability.  Projected  inflows  from  investment 
earnings were calculated using the long‐term assumed investment rate of return (7.50 percent). Based on 
those assumptions, the plan’s fiduciary net position was projected to be available to make all future  
 

 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)
COLA or Ad Hoc COLA 2.50 percent, on and after April 1, 2018, COLA's for future retirees 

will be delayed for three years following commencement

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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NOTE 7 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS – continued  
 
benefit payments of current plan members. Therefore, the long‐term expected rate of return on pension 
plan investments was applied to all periods of projected benefits to determine the total pension liability.  
 
Actuarial Assumptions ‐ STRS 
 
The  total  pension  liability  in  the  July  1,  2018  actuarial  valuation was  determined  using  the  following 
actuarial assumptions, applied to all periods included in the measurement:  
 

 
 
Post‐retirement mortality rates are based on RP‐2014 Annuitant Mortality Table with 50 percent of rates 
through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 and 
84, and 100 percent of rates thereafter, projected forward generationally using mortality improvement 
scale MP‐2016; pre‐retirement mortality rates are based on RP‐2014 Employee Mortality Table, projected 
forward generationally using mortality improvement scale MP‐2016. 
 
The actuarial assumptions used in the July 1, 2018 valuation, were adopted by the board from the results 
of an actuarial experience study for July 1, 2011, through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 
 

 
 
 
 
 
 
 
 
 
 
 
 

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Projected Payroll Growth 3.00 percent
Cost-of-Living Adjustments 0.00 percent
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NOTE 7 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – STRS – continued  
 

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.  Over  a  30‐year  period,  STRS’  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2018. The projection of cash flows used to determine the discount rate assumes that employer and 
member contributions will be made at statutory contribution rates of 14 percent each. For this purpose, 
only  employer  contributions  that  are  intended  to  fund  benefits  of  current  plan  members  and  their 
beneficiaries are included. Based on those assumptions, STRS’ fiduciary net position was projected to be 
available to make all projected future benefit payments to current plan members as of June 30, 2018. 
Therefore, the long‐term expected rate of return on pension plan investments of 7.45 percent was applied 
to all periods of projected benefit payments to determine the total pension liability as of June 30, 2018. 
 
 

 
 
 
 
 
 
 
 
 
 
 
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected
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NOTE 8 ‐ DEFINED BENEFIT OPEB PLANS 
 
Net OPEB Asset/Liability 
 
Governmental  Accounting  Standards  Board  (GASB)  Statement  No.  75,  “Accounting  and  Financial 
Reporting for Postemployment Benefits other than Pensions” were effective. The net OPEB liability is not 
reported in the accompanying financial statements due to the Academy not being in operation during the 
measurement period. The plan description and actuarial assumptions have been disclosed below. 

 
The net OPEB asset/liability reported on the statement of net position represents an asset or liability to 
employees  for  OPEB.  OPEB  is  a  component  of  exchange  transactions‐–between  an  employer  and  its 
employees—of salaries and benefits for employee services.   OPEB are provided to an employee—on a 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services  each  financial  period.    The  obligation  to  sacrifice  resources  for  OPEB  is  a  present  obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net OPEB asset/liability represents the Academy’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB asset/liability calculation is dependent on critical long‐
term  variables,  including  estimated  average  life  expectancies,  earnings  on  investments,  cost  of  living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting these estimates annually.   

 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which OPEB are financed; however, the Academy 
does receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the asset/liability is solely that of the employer, because they benefit from employee 
services.   OPEB contributions come from these employers and health care plan enrollees, which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio Revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
to benefits or funding could significantly affect the net OPEB asset/liability. Resulting adjustments to the 
net OPEB asset/liability would be  effective when  the  changes  are  legally  enforceable.  The  retirement 
systems may allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net OPEB asset/ 
liability on the accrual basis of accounting.  Any liability for the contractually‐required OPEB contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   

 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Health Care Plan Description ‐ The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non‐certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a 
cost‐sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare  
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NOTE 8 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Plan Description ‐ School Employees Retirement System (SERS) – continued 
 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the  death  of  a  member  or  retiree,  are  eligible  for  SERS’  health  care  coverage.  Most  retirees  and 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self‐insured preferred provider 
organization  for  its  non‐Medicare  retiree  population.  For  both  groups,  SERS  offers  a  self‐insured 
prescription drug program. Health care  is a benefit  that  is permitted, not mandated, by  statute.    The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the 
plan selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding  Policy  ‐  State  statute  permits  SERS  to  fund  the  health  care  benefits  through  employer 
contributions.    Each  year,  after  the  allocation  for  statutorily  required  pensions  and  benefits,  the 
Retirement Board may allocate  the  remainder of  the employer  contribution of 14 percent of  covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2019, 0.5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro‐rated if 
less than a full year of service credit was earned. For fiscal year 2019, this amount was $21,600. Statutes 
provide that no employer shall pay a health care surcharge greater than 2.0 percent of that employer’s 
SERS‐covered payroll; nor may SERS collect  in aggregate more than 1.5 percent of  the  total statewide 
SERS‐covered  payroll  for  the  health  care  surcharge.    For  fiscal  year  2019,  the  Academy’s  surcharge 
obligation was $3,342.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The Academy’s contractually required contribution to SERS was 
$4,186 for fiscal year 2019.     
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost‐sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’  
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NOTE 8 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Plan Description ‐ State Teachers Retirement System (STRS) – continued 
 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part 
B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the 
report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227‐7877. 
 
Funding  Policy  –  Ohio  Revised  Code  Chapter  3307  authorizes  STRS  to  offer  the  Plan  and  gives  the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed 
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees,  for  the most  recent  year,  pay  a  portion  of  the  health  care  costs  in  the  form of  a monthly 
premium.  Under Ohio law, funding for post‐employment health care may be deducted from employer 
contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2019, STRS did 
not allocate any employer contributions to post‐employment health care.   
 
OPEB Assets/Liabilities, OPEB Expense, and Deferred Outflows/Inflows of Resources Related to OPEB  
 
OPEB  Liabilities, OPEB  Expense,  and Deferred Outflows  of  Resources  (with  the  exception  of  deferred 
outflows  of  resources  related  to  Academy  contributions  subsequent  to  the  measurement  date)  and 
Deferred Inflows of Resources related to OPEB are not applicable to the Academy at June 30, 2019 due to 
the Academy not being  in operation during  the measurement period. At  June 30, 2019,  the Academy 
reported deferred outflows of resources related to OPEB from the following sources:  
 

 
 
$4,186 reported as deferred outflows of resources related to OPEB resulting from Academy contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending June 30, 2020.   
 
Actuarial Assumptions ‐ SERS 
 
The  total  OPEB  liability  was  determined  by  an  actuarial  valuation  as  of  June  30,  2018.  The  actuarial 
assumptions used in the valuation are based on results from the most recent actuarial experience study, 
which covered the five‐year period ending June 30, 2015. The experience study report is dated April 2016. 
The total OPEB liability used the following assumptions and other inputs: 
 

 

SERS STRS Total

Deferred Outflows of Resources

Academy contributions subsequent to the 

  measurement date 4,186$                 -$                     4,186$                 

Total Deferred Outflows of Resources 4,186$                 -$                     4,186$                 
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NOTE 8 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – SERS – continued 
 

 
 
Mortality rates were based on the RP‐2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of  female rates. RP‐2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The long‐term expected rate of return on plan factors are considered in evaluating the long‐term rate of 
return assumption including long‐term historical data, estimates inherent in current market data, and a 
long‐normal distribution analysis  in which best‐estimate ranges of expected future real rates of return 
were developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long‐term expected rate of return, 7.50 percent, by weighting the expected future real rates 
of return by the target asset allocation percentage and then adding expected inflation. The capital market 
assumptions developed by the investment consultant are intended for use over a 10‐year horizon and 
may not be useful in setting the long‐term rate of return for funding pension plans which covers a longer 
timeframe.  The assumption  is  intended  to be  a  long‐term assumption and  is  not  expected  to  change 
absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental 
change in the market that alters expected returns in future years. 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 
as used in the June 30, 2015 five‐year experience study, are summarized as follows: 
 
 
 
 
 
 
 
 
 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Municipal Bond Index Rate

Measurement Date 3.62 percent
Prior Measurement Date 3.56 percent

Single Equivalent Interest Rate
Measurement Date 3.70 percent, net of plan investment expense, including price inflation
Prior Measurement Date 3.63 percent, net of plan investment expense, including price inflation

Health Care Cost Trend Rate
Medicare 5.375 percent - 4.75 percent
Pre-Medicare 7.25 percent - 4.75 percent
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NOTE 8 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – SERS – continued 

 
 

Discount  Rate  The  discount  rate  used  to measure  the  total  OPEB  liability  at  June  30,  2018 was  3.70 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2018 was 3.63 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be made 
from members and the System at the contribution rate of 2.00 percent of projected covered payroll each 
year, which includes a 1.50 percent payroll surcharge and 0.50 percent of contributions from the basic 
benefits  plan.  Based  on  these  assumptions,  the  OPEB  plan’s  fiduciary  net  position  was  projected  to 
become  insufficient  to  make  future  benefit  payments  during  the  fiscal  year  ending  June  30,  2026. 
Therefore,  the  long‐term expected  rate of  return on OPEB plan assets was used  to present  value  the 
projected  benefit  payments  through  the  fiscal  year  ending  June  30,  2025  and  the  Fidelity  General 
Obligation 20‐year Municipal Bond Index rate of 3.62 percent, as of June 30, 2018 (i.e., municipal bond 
rate), was used to present value the projected benefit payments for the remaining years in the projection. 
The total present value of projected benefit payments  from all  years was then used to determine the 
single rate of return that was used as the discount rate. The projection of future benefit payments for all 
current plan members was until the benefit payments ran out. 
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2018, actuarial valuation are presented below:   

 

 
 

Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 
 

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Health Care Cost Trend Rates -5.23 percent to 9.62 percent, initial, 4.00 percent ultimate
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NOTE 8 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – STRS – continued 
 
For  healthy  retirees  the mortality  rates  are  based  on  the  RP‐2014 Annuitant Mortality  Table with  50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between 
ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality 
improvement scale MP‐2016. For disabled retirees, mortality rates are based on the RP‐2014 Disabled 
Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected forward 
generationally using mortality improvement scale MP‐2016. 
 
Actuarial  assumptions  used  in  the  June  30,  2018,  valuation  are  based  on  the  results  of  an  actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.    Over  a  30‐year  period,  STRS'  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total OPEB asset/liability was 7.45 percent as of 
June 30, 2018. The projection of cash flows used to determine the discount rate assumed STRS continues 
to allocate no employer contributions to the health care fund. Based on those assumptions, the OPEB 
plan’s fiduciary net position was projected to be available to make all projected future benefit payments 
to current plan members as of June 30, 2018. Therefore, the long‐term expected rate of return on health 
care  plan  investments  of  7.45  percent  was  applied  to  all  periods  of  projected  benefit  payments  to 
determine the total OPEB liability as of June 30, 2018.  
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected
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NOTE 9 ‐ CONTINGENCIES  
 

Grants ‐ The Academy received financial assistance from federal and state agencies in the form of grants.  
Amounts  received  from  grantor  agencies  are  subject  to  audit  and  adjustment  by  the  grantor.    Any 
disallowed costs may require refunding to the grantor.  Amounts which may be disallowed, if any, are not 
presently determinable.  However, in the opinion of the Academy, any such adjustments will not have a 
material adverse effect on the financial position of the Academy.  
 
Litigation ‐ There are currently no matters in litigation with the Academy as defendant. 
 
Full‐Time Equivalency – Academy foundation funding is based on the annualized full‐time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for  Foundation  funding  purposes.   Community  schools  must  provide  documentation  that  clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  

 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation  funding  due  to  a  lack  of  evidence  to  support  student  participation  and  other matters  of 
noncompliance. ODE performed such a review on the Academy for fiscal year 2019. 
 
As of the date of this report, all ODE adjustments have been completed. 
 
In addition, the School’s contract with their Sponsor and management company require payment based 
on revenues received from the State.  As discussed above, all ODE adjustments through fiscal year 2019 
have been completed. A reconciliation between payments previously made and the FTE adjustments has 
taken place with these contracts.  
 

NOTE 10 ‐ SPONSOR CONTRACT 
 
The Academy contracted with Ohio Council of Community Schools as its sponsor and for oversight services 
as required by  law.   Sponsorship fees are calculated as a three percent of state funds received by the 
Academy from the State of Ohio. For the fiscal year ended June 30, 2019, the total sponsorship fees paid 
totaled $47,879. 
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NOTE 11 ‐ PURCHASED SERVICES 
 

For the period of July 1, 2018 through June 30, 2019, the Academy made the following purchased services 
commitments. 
 

Purchased Services Amount
Personnel Services 690,701$         
Professional Services 591,417
Property Services 366,888

    Utilities 55,821
Travel & Meetings 1,708
Communications 81,361
Contractual Trade 115,453
Pupil Transportation 171,992

Total 2,075,341$     

 
NOTE 12 ‐ LEASE OBLIGATIONS 
   
On August 15, 2018, the Academy signed a new lease with Accel Schools Ohio, LLC through a sublease 
agreement under which future base rent payments to the landlord will be calculated as 13.0% of State 
Aid (defined as the State base per pupil allocation for each student enrolled on an FTE basis) and 100% of 
the facilities funds received by the Academy from the State of Ohio.   This lease is for a term of five years 
and is set to expire on June 30, 2023. The total rent expense for fiscal year 2019 was $245,657. 

 
NOTE 13 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES 
 
The Academy entered into an agreement with Accel Schools, a management company, to provide legal, 
financial, and other management support services for fiscal year 2019. The agreement was for a period of 
five  years  beginning  July  1,  2018. Management  fees  are  calculated  as  13.5%  of  the  Academy’s  State 
Revenue. The total amount due from the Academy for the fiscal year ending June 30, 2019 was $215,454 
and is included under “Purchased Services” on the Statement of Revenues, Expenses and Changes in Net 
Position. 
 
Also, per the management agreement there are expenses that will be billed to the Academy based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of Accel employees working 
in at the Academy and other costs related to providing education and administrative services. The total 
amount billed to the Academy inclusive of management fees during fiscal year 2019 was $1,226,977 
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NOTE 13 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES (continued) 
 
The following is a summary of the management company expenses during fiscal year 2019: 
 

 
 
Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro‐rated based on 
full time equivalent (FTE) head count as of June 30, 2019 by each school it manages.  
 

NOTE 14 ‐ MANAGEMENT PLAN 
 
For  fiscal year 2019,  the Academy had a net position deficit of $(380,665). Current enrollment of 200 
students was not enough to sustain the cash of running the Academy. However, as of December 2019 
enrollment has increased to 237 students.  The Academy’s ability to maintain a stable administrative and 
instructional team along with active advertising via print, radio, mailings and through referrals of current 
parents is anticipated to help produce the likelihood of future enrollment growth leading to surpluses and 
provide an opportunity for the academy to recover from its prior deficits. 
 

 Montgomery Preparatory Academy 

 Regular Instruction
(1100 Function Codes) 

 Special Instruction
(1200 Function Codes) 

 Support Services
(2000 Function Codes) 

 Non-Instructional (3000 through 
7000 Function Codes) 

 Total 

                                 1,100                                  1,200                                  2,000                                                 3,000 
Direct Expenses: 
Salaries & Wages (100 Object Codes) 328,590                            68,035                              217,720                            614,345              
Employees’ Benefits (200 Object Codes) 89,894                              7,514                                24,607                              122,016              
Professional & Technical Services (410 Object Codes) 16,841                              177,272                            5,140                                                199,253              
Supplies (510 Object Codes) 5,629                                16,049                              21,678                
Other Direct Costs (All Other Object Codes) 40,291                              5,399                                             45,689                
Total Direct Expenses 481,245                            75,550                              441,047                            5,140                                                1,002,981           
  
Indirect Expenses:  
Overhead 170,789                            170,789              
  
Total Expenses 481,245                            75,550                              611,835                            5,140                                                1,173,769           
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2019

Contractually Required Contribution 22,786$          

Contributions in Relation to the 
Contractually Required Contribution (22,786)           

Contribution Deficiency (Excess) -                 

Academy Covered Payroll 168,785$        

Contributions as a Percentage of
Covered Payroll 13.50%

(1) Information prior to 2019 is not available. Schedule is intended 
      to show ten years of information, and additional years' will be 
     displayed as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - Pension
School Employees Retirement System of Ohio

Current Fiscal Year (1)
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2019

Contractually Required Contribution 74,040$            

Contributions in Relation to the 
Contractually Required Contribution (74,040)            

Contribution Deficiency (Excess) -$                 

Academy Covered Payroll 528,857$          

Contributions as a Percentage of
Covered Payroll 14.00%

(1) Information prior to 2019 is not available. Schedule is intended 
      to show ten years of information, and additional years' will be 
     displayed as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - Pension

State Teachers Retirement System of Ohio
Current Fiscal Year (1)
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2019

Contractually Required Contribution (2) 4,186$            

Contributions in Relation to the 
Contractually Required Contribution (4,186)            

Contribution Deficiency (Excess) -                 

School Covered Payroll 168,785$        

OPEB Contributions as a Percentage of
Covered Payroll (2) 2.48%

(1) Information prior to 2019 is not available. Schedule is intended 
      to show ten years of information, and additional years' will be 
     displayed as it becomes available. 

(2) Includes Surcharge

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - OPEB

School Employees Retirement System of Ohio
Last Fiscal Year (1)

Attachment 26: Audited Financial Statements Page 4240



MONTGOMERY PREPARATORY ACADEMY– MONTGOMERY COUNTY, OHIO 
 

 

 41

 
 
 
 
 
 
 
 
 

2019

Contractually Required Contribution -$                     

Contributions in Relation to the 
Contractually Required Contribution -                      

Contribution Deficiency (Excess) -$                     

Academy Covered Payroll 528,857$              

Contributions as a Percentage of
Covered Payroll 0.00%

(1) Information prior to 2019 is not available. Schedule is intended 
      to show ten years of information, and additional years' will be 
     displayed as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - OPEB
State Teachers Retirement System of Ohio

Last Fiscal Year (1)

Attachment 26: Audited Financial Statements Page 4241



MONTGOMERY PREPARATORY ACADEMY– MONTGOMERY COUNTY, OHIO 
NOTES TO THE REQUIRED SUPPLEMENTAL INFORMATION 
FOR THE FISCAL YEAR ENDED JUNE 30, 2019 

 

 42

NOTE 1 ‐ NET PENSION LIABILITY 
 
Changes in Assumptions ‐ SERS 
 
For fiscal year 2017, the SERS Board adopted the following assumption changes: 

 Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent 

 Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent 

 Assumed real wage growth was reduced from 0.75 percent to 0.50 percent 

 Rates of withdrawal, retirement and disability were updated to reflect recent experience. 

 Mortality among active members was updated to RP‐2014 Blue Collar Mortality Table with fully 
generational projection and a five‐year age set‐back for both males and females. 

 Mortality among service retired members, and beneficiaries was updated to RP‐2014 Blue Collar 
Mortality Table with fully generational projection with Scale BB, 120 percent of male rates, and 
110 percent of female rates. 

 Mortality among disabled members was updated to RP‐2000 Disabled Mortality Table, 90 percent 
for male rates and 100 percent for female rates, set back five years is used for the period after 
disability retirement.   

 
Changes in Benefit Terms ‐ SERS 
For fiscal year 2018, the cost‐of‐living adjustment was changed from a fixed 3.00 percent to a cost‐of‐
living adjustment  that  is  indexed  to CPI‐W not greater  than 2.50 percent with a  floor of  zero percent 
beginning January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has 
enacted a three‐year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the Retirement Board approved several changes to the actuarial assumptions in 2017. 
The  long  term  expected  rate  of  return was  reduced  from  7.75  percent  to  7.45  percent,  the  inflation 
assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered 
to 3.00 percent, and total salary increases rate was lowered by decreasing the merit component of the 
individual salary increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy 
and  disabled mortality  assumptions were  updated  to  the  RP‐2014 mortality  tables with  generational 
improvement  scale MP‐2016. Rates of  retirement,  termination and disability were modified  to better 
reflect anticipated future experience. 
 
Changes in Benefit Terms ‐ STRS 
 
For fiscal year 2018, the cost‐of‐living adjustment (COLA) was reduced to zero.  
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NOTE 2 ‐ NET OPEB LIABILITY 
 
Changes in Assumptions – SERS 
 
Amounts  reported  for  fiscal  year  2019  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 3.56 percent to 3.62 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased from 3.63 percent to 3.70 percent. The health care cost trend assumptions changed as follows:  
 
Pre‐Medicare 
 Fiscal year 2018   7.50 percent initially, decreasing to 4.00 percent 
Fiscal year 2019   7.25 percent initially, decreasing to 4.75 percent 
Medicare 
Fiscal year 2018   5.50 percent initially, decreasing to 5.00 percent 
Fiscal year 2019   5.375 percent initially, decreasing to 4.75 percent 
 
Amounts  reported  for  fiscal  year  2018  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 2.92 percent to 3.56 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased from 2.98 percent to 3.63 percent. 
 
Changes in Benefit Terms ‐ SERS 
There have been no changes to the benefit provisions. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2019, the discount rate was increased from the blended rate of 4.13 percent to the long‐
term expected rate of return of 7.45 percent. Valuation year per capita health care costs were updated. 
Health care cost trend rates ranged from 6.00 percent to 11 percent initially and a 4.50 percent ultimate 
rate for fiscal year 2018 and changed for fiscal year 2019 to a range of  ‐5.20 percent to 9.60 percent, 
initially and a 4.00 ultimate rate. 
 
For fiscal year 2018, the blended discount rate was increased from 3.26 percent to 4.13 percent. Valuation 
year per capita health care costs were updated, and the salary scale was modified. The percentage of 
future retirees electing each option was updated based on current data and the percentage of  future 
disabled  retirees  and  terminated  vested  participants  electing  health  coverage  were  decreased.  The 
assumed  mortality,  disability,  retirement,  withdrawal  and  future  health  care  cost  trend  rates  were 
modified along with the portion of rebated prescription drug costs. 
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NOTE 2 ‐ NET OPEB LIABILITY (Continued) 
 
Changes in Benefit Terms – STRS 
 
For fiscal year 2019, the subsidy multiplier for non‐Medicare benefit recipients was increased from 1.9 
percent to 1.944 percent per year of service effective January 1, 2019. The non‐Medicare frozen subsidy 
base  premium  was  increased  effective  January  1,  2019  and  all  remaining Medicare  Part  B  premium 
reimbursements will be discontinued beginning January 1, 2020. 
 
For  fiscal  year 2018,  the  subsidy multiplier  for non‐Medicare benefit  recipients was  reduced  from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. This was subsequently extended, see above paragraph.  
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December 22, 2019 
 
To the Board of Directors 
Montgomery Preparatory Academy 
2745 South Smithville Road  
Dayton, OH 45420 

 
INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 

AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

 
We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the Montgomery Preparatory Academy, 
Montgomery County, Ohio, (the “Academy”) as of and for the year ended June 30, 2019, and the related notes to 
the financial statements, which collectively comprise the Academy’s basic financial statements, and have issued 
our report thereon dated December 22, 2019, in which we noted the Academy has suffered a loss from operations 
and has a net position deficit of $380,665, including the net effect of net pension and net OPEB related accruals 
totaling $101,012, that raises substantial doubt about its ability to continue as a going concern.  
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the Academy's internal control 
over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of the Academy’s internal control. Accordingly, we do not express an 
opinion on the effectiveness of the Academy’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance.  
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Montgomery Preparatory Academy 
Independent Auditor’s Report on Internal Control over Financial Reporting  
   and on Compliance and Other Matters Based on an Audit of  
   Financial Statements Performed in Accordance with  

Government Auditing Standards 

Page 2 of 2 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified. 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Academy's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of 
our tests disclosed no instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 

 
 
 
 
 

Cambridge, Ohio 
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December 22, 2019 
 
To the Board of Directors       
Montgomery Preparatory Academy 
2745 South Smithville Road 
Dayton, OH 45420 
 

Independent Accountant’s Report on Applying Agreed-Upon Procedure 
 
Ohio Rev. Code Section 117.53 states “the auditor of state shall identify whether the school district or 
community school has adopted an anti-harassment policy in accordance with Section 3313.666 of the 
Revised Code. This determination shall be recorded in the audit report. The auditor of state shall not 
prescribe the content or operation of any anti-harassment policy adopted by a school district or community 
school.” 
 
Accordingly, we have performed the procedures enumerated below, which were agreed to by the Board, 
solely to assist in evaluating whether Montgomery Preparatory Academy, Montgomery County, Ohio has 
adopted its anti-harassment policy in accordance with Ohio Rev. Code Section 3313. 666 and Ohio Rev. 
Code Section 3314.03(a)(11)(d) for the period ended June 30, 2019. Management is responsible for 
complying with this requirement. This agreed-upon procedure engagement was conducted in accordance 
with attestation standards established by the American Institute of Certified Public Accountants and 
applicable attestation engagement standards included in the Comptroller General of the United States’ 
Government Auditing Standards.   The sufficiency of this procedure is solely the responsibility of the Board.  
Consequently; we make no representation regarding the sufficiency of the procedure described below either 
for the purpose for which this report has been requested or for any other purpose. 
 

1. We inspected the Board minutes and observed that the Board adopted an anti-harassment policy at 
its meeting on August 15, 2018. 

 
Ohio Rev. Code Section 3313.666(B) and Ohio Rev. Code Section 3314.03(a)(11)(d) specifies the 
following requirements must be included in anti-harassment policies.  We inspected the policy for proper 
inclusion of these requirements: 
 

1. A statement prohibiting harassment, intimidation, or bullying of any student on school 
property, on a school bus, or at school-sponsored events and expressly providing for the 
possibility of suspension of a student found responsible for harassment, intimidation, or 
bullying by an electronic act; 
 

2. A definition of harassment, intimidation, or bullying that includes the definition in division (A) 
of Ohio Rev. Code Section 3313.666. The act defines that term as “any intentional written, 
verbal, electronic or physical act that a student has exhibited toward another particular student 
more than once and the behavior both (1) causes mental or physical harm to the other student, 
(2) is sufficiently severe, persistent, or pervasive that it creates an intimidating, threatening, or 
abusive educational environment for the other student,” and violence within a dating 
relationship.; 

 
3. A procedure for reporting prohibited incidents;  
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Montgomery Preparatory Academy 
Independent Accountant’s Report on Applying Agreed-Upon Procedure 
Page 2 of 2 

 
4. A requirement that school personnel report prohibited incidents of which they are aware to the 

school principal or other administrator designated by the principal; 
 

5. A requirement that the custodial parent or guardian of any student involved in a prohibited 
incident be notified and, to the extent permitted by section 3319.321 of the Revised Code and 
the “Family Educational Rights and Privacy Act of 1974,” 88 Stat. 571, 20 U.S.C. 1232q, as 
amended, have access to any written reports pertaining to the prohibited incident;  

 
6. A procedure for documenting any prohibited incident that is reported;  

 
7. A procedure for responding to and investigating any reported incident;  

 
8. A strategy for protecting a victim from new or additional harassment, intimidation, or bullying, 

and from retaliation following a report, including a means by which a person may report an 
incident anonymously;  
 

9. A disciplinary procedure for any student guilty of harassment, intimidation, or bullying, which 
shall not infringe on any student’s rights under the first amendment to the Constitution of the 
United States;  
 

10. A statement prohibiting students from deliberately making false reports of harassment, 
intimidation, or bullying and a disciplinary procedure for any student responsible for 
deliberately making a false report of that nature; 
 

11. A requirement that the administration semiannually provide the president of the district board 
a written summary of all reported incidents and post the summary on its web site, if the district 
has a web site, to the extent permitted by section 3319.321 of the Revised Code and the “Family 
Educational Rights and Privacy Act of 1974,” 88 Stat. 571, 20 U.S.C. 1232q, as amended. 

   
We were not engaged to and did not conduct an examination or review, the objective of which would be 
the expression of an opinion or conclusion, respectively, on compliance with the anti-harassment policy. 
Accordingly, we do not express such an opinion or conclusion. Had we performed additional procedures, 
other matters might have come to our attention that would have been reported to you.   
 
This report is to provide assistance in the evaluation of whether the Academy has adopted an anti-
harassment policy in accordance with Ohio Rev. Code Section 3313.666 and is not suitable for any other 
purpose. 
  

 
 
Cambridge, Ohio 
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Board of Directors 
Mount Auburn Preparatory Academy 
219 East Maple St. Ste 202 
North Canton, OH 44720 
 
 
We have reviewed the Independent Auditor’s Report of the Mount Auburn Preparatory 
Academy, Hamilton County, prepared by Rea & Associates, Inc., for the audit period July 1, 
2018 through June 30, 2019.  Based upon this review, we have accepted these reports in lieu of 
the audit required by Section 117.11, Revised Code.  The Auditor of State did not audit the 
accompanying financial statements and, accordingly, we are unable to express, and do not 
express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Mount Auburn Preparatory Academy is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
January 22, 2020  
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December 22, 2019 
 
To the Board of Directors 
Mount Auburn Preparatory Academy 
244 Southern Avenue   
Cincinnati, OH 45219 
 

INDEPENDENT AUDITOR'S REPORT 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Mount Auburn Preparatory Academy, 
Hamilton County, Ohio, (the “Academy”) as of and for the year ended June 30, 2019, and the related 
notes to the financial statements, which collectively comprise the Academy’s basic financial statements as 
listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the Academy’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Academy’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
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Mount Auburn Preparatory Academy 
Independent Auditor’s Report 
Page 2 of 3 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Mount Auburn Preparatory Academy, Hamilton County, Ohio, as of June 30, 
2019, and the changes in its financial position and its cash flows for the year then ended in accordance 
with accounting principles generally accepted in the United States of America. 
 
Emphasis of a Matter  
 
The accompanying financial statements have been prepared assuming the Academy will continue as a 
going concern. As disclosed in Note 14 to the financial statements, the Academy has suffered a loss from 
operations and has a net position deficit of $620,165 that raises substantial doubt about its ability to 
continue as a going concern. This deficit net position includes the effect of the net pension and net OPEB 
related accruals totaling $138,889. Note 14 describes management’s plan regarding these issues. The 
financial statements do not include any adjustments that might result from the outcome of this 
uncertainty. Our opinion is not modified with respect to this matter. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the Academy’s Contributions-Pension and the Schedule of the 
Academy’s Contributions - OPEB as listed in the table of contents, be presented to supplement the basic 
financial statements. Such information, although not a part of the basic financial statements, is required by 
the Governmental Accounting Standards Board who considers it to be an essential part of financial 
reporting for placing the basic financial statements in an appropriate operational, economic, or historical 
context. We have applied certain limited procedures to the required supplementary information in 
accordance with auditing standards generally accepted in the United States of America, which consisted 
of inquiries of management about the methods of preparing the information and comparing the 
information for consistency with management’s responses to our inquiries, the basic financial statements, 
and other knowledge we obtained during our audit of the basic financial statements. We do not express an 
opinion or provide any assurance on the information because the limited procedures do not provide us 
with sufficient evidence to express an opinion or provide any assurance.  
 
 
 
 
 
 
 
 
 
 
 
 
 

Attachment 26: Audited Financial Statements Page 4257



 
 

   3

Mount Auburn Preparatory Academy 
Independent Auditor’s Report 
Page 3 of 3 
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated December 22, 
2019 on our consideration of the Academy’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the Academy’s internal control over financial reporting or on compliance. That report is 
an integral part of an audit performed in accordance with Government Auditing Standards in considering 
the Academy’s internal control over financial reporting and compliance. 
 
 
 
 
 

Cambridge, Ohio 
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The  discussion  and  analysis  of  the  Mount  Auburn  Preparatory  Academy  (the  Academy)  financial 
performance provides an overall review of the Academy’s financial activities for the fiscal year ended June 
30, 2019. The intent of this discussion and analysis is to look at the Academy’s’ financial performance as 
a  whole;  readers  should  also  review  the  basic  financial  statements  and  notes  to  the  basic  financial 
statements to enhance their understanding of the Academy’s financial performance.  

The Management’s Discussion and Analysis (the MD&A) is an element of the reporting model adopted by 
the  Governmental  Accounting  Standards  Board  (GASB)  in  their  Statement  No.  34  Basic  Financial 
Statements  –  and Management’s Discussion and Analysis  –  for  State  and  Local Governments.  Certain 
comparative  information  between  the  current  fiscal  year  and  the  prior  fiscal  year  is  required  to  be 
presented in the MD&A. However, because this is the first year of financial reporting for the Academy 
comparative prior year fiscal information does not exist.  Subsequent reports will include the comparative 
information. 

FINANCIAL HIGHLIGHTS 
 
Key Financial Highlights for the Academy for the 2018‐19 school year are as follows:  

 Total Assets were $164,381. 

 Total Liabilities were $923,435.   

 Total Net Position was $(620,165). 

 Total Operating and Non‐Operating revenues were $2,432,028. Total Operating expenses were 
$3,052,193. 

 Fiscal year 2019 was the first year of school operations. 
 

USING THIS ANNUAL REPORT 
  
This report consists of three parts: the required supplemental information, the basic financial statements, 
and notes  to those statements.   The basic  financial statements  include a Statement of Net Position, a 
Statement of Revenues, Expenses and Change in Net Position, and a Statement of Cash Flows.   

The Statement of Net Position and Statement of Revenues, Expenses, and Change in Net Position reflect 
how the Academy did financially during fiscal year 2019.  These statements include all assets, deferred 
outflows of resources, liabilities, and deferred inflows of resources, using the accrual basis of accounting 
similar to the accounting used by most private‐sector companies. This basis of accounting includes all of 
the current year revenues and expenses regardless of when cash is received or paid.  

These  statements  report  the Academy’s net position and  changes  in  that position. This  change  in net 
position  is  important  because  it  tells  the  reader  whether  the  financial  position  of  the  Academy  has 
improved or diminished. The causes of  this change may be the result of many factors, some financial, 
some  not.  Non‐financial  factors  include  the  Academy’s’  student  enrollment,  per‐pupil  funding  as 
determined by the State of Ohio, change in technology, required educational programs and other factors. 

The Academy uses enterprise presentation for all of its activities.
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USING THIS ANNUAL REPORT (Continued) 
 
Statement of Net Position ‐ The Statement of Net Position answers the question of how the Academy did 
financially during 2019.  This statement includes all assets, deferred outflows of resources, liabilities, and 
deferred inflows of resources, both financial and capital, and short‐term and long‐term using the accrual 
basis of accounting and economic resource focus, which is similar to the accounting used by most private‐
sector companies.  This basis of accounting takes into account all revenues and expenses during the year, 
regardless of when the cash is received or paid.   
 
Table 1 provides a summary of the Academy’s Net Position for fiscal year 2019.  This is the Academy’s first 
year of operation.  Therefore, comparative information is not available.  
 

2019

Assets

Current Assets 125,704$    

Capital Assets, Net 38,677        

Total Assets 164,381      

Deferred Outflows of Resources 138,889      

Liabilities

Current Liabilities 923,435      

Total Liabilities 923,435      

Net Position

Investment in Capital Assets 38,677        

Unrestricted (658,842)    

Total Net Position (620,165)$  

Table 1

Statement of Net Position

 

 
Over time, net position can serve as a useful indicator of a government’s financial position.  At June 30, 
2019, the Academy’s net position totaled $(620,165). 
 
Current  assets  represent  cash  and  cash  equivalents,  intergovernmental  receivable,  and  other  assets.  
Current liabilities represent accounts payable, accrued expenses, and advances payable.  
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USING THIS ANNUAL REPORT (Continued) 
 
As part of first year operations, the Academy has adopted GASB Statement 68, “Accounting and Financial 
Reporting for Pensions—an Amendment of GASB Statement 27,” and GASB Statement 75, “Accounting 
and Financial Reporting for Postemployment Benefits Other Than Pensions,” which significantly revises 
accounting  for  costs  and  liabilities  related  to  other  postemployment  benefits  (OPEB).    For  reasons 
discussed  below, many  end  users  of  this  financial  statement will  gain  a  clearer  understanding  of  the 
Academy’s actual  financial condition by adding deferred  inflows related to pension and OPEB,  the net 
pension liability and the net OPEB liability to the reported net position and subtracting deferred outflows 
related to pension and OPEB and net OPEB asset. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports  prepared  in  accordance  with  generally  accepted  accounting  principles.    Prior  accounting  for 
pensions  (GASB  27)  and  postemployment  benefits  (GASB  45)  focused  on  a  funding  approach.    This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OBEP liability.  GASB 68 and GASB 75 
take an earnings approach to pension and OPEB accounting; however,  the nature of Ohio’s statewide 
pension/OPEB plans and state law governing those systems requires additional explanation in order to 
properly understand the information presented in these statements. 

 
GASB  68  and GASB  75  require  the  net  pension  liability  and  the  net  OPEB  asset/liability  to  equal  the 
Academy’s proportionate share of each plan’s collective: 
 

1. Present  value  of  estimated  future  pension/OPEB  benefits  attributable  to  active  and  inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 

GASB  notes  that  pension  and  OPEB  obligations,  whether  funded  or  unfunded,  are  part  of  the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, 
and the promise of a future pension and other postemployment benefits.  GASB noted that the unfunded 
portion of this promise is a present obligation of the government, part of a bargained‐for benefit to the 
employee, and should accordingly be reported by the government as a liability since they received the 
benefit of the exchange.  However, the Academy is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement  systems  to  provide  healthcare  to  eligible  benefit  recipients.    The  retirement  systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
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USING THIS ANNUAL REPORT (Continued) 
 
The  employee  enters  the  employment  exchange with  the  knowledge  that  the  employer’s  promise  is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a specific, 
legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the 
unfunded  liability  of  the  pension/OPEB  plan  as  against  the  public  employer.    State  law  operates  to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the  employment  exchange  with  notice  as  to  the  law.    The  retirement  system  is  responsible  for  the 
administration of the pension and OPEB plans.  
 
Most long‐term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time‐off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability.  As explained above, changes in benefits, 
contribution rates, and return on investments affect the balance of these liabilities, but are outside the 
control of the local government.  In the event that contributions, investment returns, and other changes 
are insufficient to keep up with required payments, State statute does not assign/identify the responsible 
party for the unfunded portion.  Due to the unique nature of how the net pension liability and the net 
OPEB liability are satisfied, these liabilities are separately identified within the long‐term liability section 
of the statement of net position. 
 
In accordance with GASB 68 and GASB 75,  the Academy’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change  in net pension liability and net OPEB liability, respectively, not accounted for as 
deferred inflows/outflows.  
 
Due to the Academy not being in operations during the measurement period for GASB 68/75 (fiscal year 
2018), the Academy is only reporting a deferred outflow of resources for the contributions subsequent to 
the measurement date. 
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USING THIS ANNUAL REPORT (Continued) 
 
Statement of Revenues, Expenses and Change in Net Position ‐ Table 2 shows the change in Net Position 
for fiscal years 2019 as well as a listing of revenues and expenses.   This change in Net Position is important 
because it tells the reader that, for the Academy as a whole, the financial position of the Academy has 
improved or diminished. The cause of this may be the result of many factors, some financial, some not.  
Non‐financial  factors  include  the  current  laws  in  Ohio  restricting  revenue  growth,  facility  conditions, 
required educational programs and other factors. 
 

Operating Revenues

State Aid   $   2,257,045 

     Total Operating Revenues        2,257,045 

Operating Expenses    

Purchased Services        2,908,864 

Materials and Supplies           111,777 

Depreciation              18,038 

Other              13,514 

      Total Operating Expenses        3,052,193 

Operating (Loss)         (795,148)

Non‐Operating Revenues

Federal Grants           174,983 

      Total Non‐Operating Revenues           174,983 

 

Change in Net Position  $     (620,165)

2019

Table 2

Change in Net Position

 
 
 
As  previously  noted,  no  prior  year  information  is  available  as  fiscal  year  2019 was  the  initial  year  of 
operations for the Academy.  Therefore, comparative information will be available in future years.   
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USING THIS ANNUAL REPORT (Continued) 
 
CAPITAL ASSETS  
At fiscal year end, the Academy’s net capital asset balance was $38,677. This balance represents $56,715 
of current year additions offset by current year depreciation of $18,038.   For more information on capital 
assets, see Note 5 of the Basic Financial Statements. 
 

CURRENT FINANCIAL ISSUES 
 
The Academy is a community School and is funded through the State of Ohio Foundation Program.  The 
Academy relies on this, as well as, State and Federal funds as its primary source of revenue.   In 2019, the 
State  raised  the  base  per  pupil  funding  to  $6,020.  Additionally,  community  schools  in  Ohio  will  be 
allocated a small amount of facilities funding which is also per pupil based.  This amount is projected to 
be $200 per pupil. 
 
The full‐time equivalent enrollment of the Academy for the year ended June 30, 2019 was 303.   
 
Overall, the Academy will continue to provide learning opportunities and apply resources to best meet 
the needs of students. 
 

CONTACTING THE ACADEMY’S FINANCIAL MANAGEMENT  
 
This financial report is designed to provide our citizen’s, taxpayers, investors and creditors with a general 
overview of the Academy’s finances and to demonstrate accountability for the money it receives. If you 
have questions about this report or need additional information contact the Academy’s Fiscal Officer, C. 
David Massa, CPA, of Massa Financial Solutions, LLC, 244 Southern Ave, Cincinnati, OH 45219. 
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MOUNT AUBURN PREPARATORY ACADEMY ‐ HAMILTON COUNTY, OHIO 

 
Statement of Net Position 

At June 30, 2019 
 

Assets:

Current Assets:

    Cash and Cash Equivalents 66,527$            

    Intergovernmental Receivable 54,435

 Other Assets 4,742

      Total Current Assets 125,704

Noncurrent Assets:

  Capital  Assets, net of Accumulated Depreciation 38,677

Total Assets 164,381            

Deferred Outflows of Resources:

    Pension 133,305            

    OPEB 5,584                 

      Total Deferred Outflows of Resources 138,889            

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 200,988            

    Accounts Payable, Related Party 692,014            

    Accrued Expenses 27,233               

    Advances Payable 3,200                 

       Total Current Liabilities 923,435            

       Total Liabilities 923,435

Net Position:

  Investment in Capital  Assets 38,677

  Unrestricted Net Position (658,842)           

  Total Net Position (620,165)$         

See Accompanying Notes to the Basic Financial  Statements
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MOUNT AUBURN PREPARATORY ACADEMY ‐ HAMILTON COUNTY, OHIO 

 
Statement of Revenues, 

Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2019 

 
 
 

Operating Revenues:

  State Aid 2,257,045$       

    Total Operating Revenues 2,257,045

Operating Expenses:

  Purchased Services 2,908,864

  Depreciation 18,038

  Supplies 111,777

  Other Operating Expenses 13,514

    Total Operating Expenses 3,052,193

      Operating Loss (795,148)

Non‐Operating Revenues:

  Federal Grants  174,983

    Net Nonoperating Revenues 174,983

Change in Net Position (620,165)           

Net Position Beginning of Year ‐                     

Net Position End of Year (620,165)$         

See Accompanying Notes to the Basic Financial Statements
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MOUNT AUBURN PREPARATORY ACADEMY ‐ HAMILTON COUNTY, OHIO 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2019 

 
 

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 2,250,925$       

Cash Payments to Suppliers for Goods and Services (2,254,351)        

Net Cash Used For Operating Activities (3,426)                

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Purchase of Assets (56,715)             

Net Cash Used for Capital and Related Financing Activities (56,715)             

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Federal Grant Receipts 126,668            

Net Cash Provided By Noncapital Financing Activities 126,668            

Net Increase in Cash and Cash Equivalents 66,527               

Cash and Cash Equivalents ‐ Beginning of the Year ‐                     

Cash and Cash Equivalents ‐ Ending of the Year 66,527$            

See Accompanying Notes to the Basic Financial Statements

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

(Continued)
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MOUNT AUBURN PREPARATORY ACADEMY ‐ HAMILTON COUNTY, OHIO  
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2019 

(Continued) 
 

Reconciliation of Operating Loss to Net Cash Used For Operating Activities

Operating Loss (795,148)$         

Adjustments to Reconcile Operating Loss to Net Cash Used For Operating Activities

Depreciation 18,038               

Changes in Assets, Liabil ities, and Deferred Inflows and Outflows of Resources:

(Increase)/Decrease in Receivables (6,120)                

(Increase)/ Decrease in Deferred Outflows (138,889)           

(Increase)/Decrease in Other Assets (4,742)                

Increase/(Decrease) in Accounts Payable 893,002            

Increase/(Decrease) in Accrued Expenses 27,233               

Increase/(Decrease) in Advances Payable 3,200                 

Net Cash Used For Operating Activities (3,426)$             

 
 
      See Accompanying Notes to the Basic Financial Statements 
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NOTE 1 ‐ DESCRIPTION OF THE ENTITY 
 
Mount Auburn Preparatory Academy (the Academy) is a nonprofit corporation established pursuant to 
Ohio Revised Code Chapters 3314 and 1702.  The Academy’s mission is to improve the lives of its students 
by providing authentic  learning experiences  in a collaborative, nurturing environment that will build a 
foundation  for  student’s  success  in  school,  at  future  work  and  in  life.  The  Academy  operates  on  a 
foundation, which fosters character building for all students, parents and staff members.  The Academy, 
which is part of the State’s education program, is independent of any Academy and is nonsectarian in its 
programs, admission policies, employment practices, and all other operations.  The Academy may acquire 
facilities as needed and contract for any services necessary for the operation of the Academy. 
 
The Academy was approved for operation under a contract with St. Aloysius Orphanage (the Sponsor) for 
a five‐year period commencing on July 1, 2018.  The Sponsor is responsible for evaluating the performance 
of the Academy and has the authority to deny renewal of the contract at its expiration or terminate the 
contract prior to its expiration.  
 
The Academy operates under the direction of a Board of Directors (the Board).  The Board is responsible 
for  carrying  out  the provisions  of  the  contract which  include,  but  are  not  limited  to,  state mandated 
provisions  regarding  student  populations,  curriculum,  academic  goals,  performance  standards, 
admissions standards, and qualifications of teachers.  The Board controls the Academy’s instructional and 
administrative staff. 
 
The Academy contracts with Accel Schools for management services including management of personnel 
and human  resources,  the program of  instruction, marketing data management,  purchasing,  strategic 
planning,  public  relation,  financial  reporting,  recruiting,  compliance  issues,  budgets,  contracts,  and 
equipment and facilities.  
 

NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The basic financial statements of the Academy have been prepared in conformity with generally accepted 
accounting principles  (GAAP)  as  applied  to  governmental  nonprofit  organizations.    The Governmental 
Accounting Standards Board (GASB) is the accepted standard‐setting body for establishing governmental 
accounting and financial reporting principles.  The more significant of the Academy’s accounting policies 
are described below. 
 
Basis of Presentation ‐ The Academy’s basic financial statements consist of a Statement of Net Position, 
a Statement of Revenue, Expenses and Change in Net Position, and a Statement of Cash Flows. Enterprise 
fund reporting focuses on the determination of the changes in net position, financial position and cash 
flows. 
 
The Government Accounting  Standards Board  identifies  the presentation of  all  financial  activity  to be 
reported within one enterprise fund for year‐ending reporting purposes.  Enterprise accounting is used to 
account for operations that are financed and operated in a manner similar to private business enterprise 
where the  intent  is that the cost  (expense) of providing goods and services to the general public on a 
continuing basis be financed or recovered primarily through user charges. 
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NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Measurement  Focus  and  Basis  of  Accounting  ‐  The  accounting  and  financial  reporting  treatment  is 
determined  by  measurement  focus.  Enterprise  accounting  uses  a  flow  of  economic  resources 
measurement  focus. Under  this measurement  focus,  all  assets,  all  deferred  outflows of  resources,  all 
liabilities,  and  all  deferred  inflows  of  resources  are  included  on  the  Statement  of  Net  Position.  The 
Statement of Revenues, Expenses and Changes  in Net Position presents  increases (e.g., revenues) and 
decreases (e.g., expenses) in total Net Position.  
 
Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported in 
the financial statements.  The accrual basis of accounting is used for reporting purposes.  Revenues are 
recognized when they are earned, and expenses are recognized when they are incurred.  
 

Budgetary Process ‐ Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C). However, unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter 5705, unless specifically provided  in  the contract between the Academy and  its Sponsor. The 
contract between the Academy and its Sponsor does not require the Academy to follow the provisions 
Ohio Revised Code Chapter 5705; therefore, no budgetary information is presented in the basic financial 
statements.  

         
Cash and Cash Equivalents ‐ Cash received by the Academy is reflected as “Cash and Cash Equivalents” 
on the Statement of Net Position.  The Academy did not have any investments during the period ended 
June 30, 2019. 
       
Estimates  ‐ The preparation of  financial  statements  in  conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from these estimates. 
 
Capital  Assets  and  Depreciation  ‐  Capital  assets  are  capitalized  at  cost.    Donated  capital  assets  are 
recorded at their acquisition values as of the date received.  The costs of additions are capitalized and 
expenditures for repairs and maintenance are expensed when incurred.  When property is sold or retired, 
the related costs and accumulated depreciation are removed from the financial records and any gain or 
loss is included in additions to or deductions from net position. Capital assets were $38,677, as of June 
30,  2019,  net  of  accumulated  depreciation.  Depreciation  of  capital  assets  is  calculated  utilizing  the 
straight‐line method over the estimated useful lives of the assets which are as follows: 
 

Asset Class                 Useful Life 
Computers & Software                  3 years 

  Furniture & Equipment                  5 years 
        Leasehold Improvements              10 years          

 
The  Academy’s  policy  for  asset  capitalization  threshold  is  $5,000.  Assets  or  certain  asset  groups  not 
meeting the capitalization threshold are not capitalized and are not included in the assets represented in 
the accompanying statement of net position. 
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NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Intergovernmental  Revenues  ‐ The  Academy  currently  participates  in  the  State  Foundation  Program. 
Revenues received from this program are recognized as operating revenues in the accounting period in 
which all eligibility requirements have been met. 
 
Grants and entitlements are  recognized as non‐operating  revenues  in  the accounting period  in which 
eligibility requirements have been met. 

 
Eligibility  requirements  include  timing  requirements,  which  specify  the  year  when  the  resources  are 
required to be used or the fiscal year when use is first permitted, matching requirements, in which the 
Academy must provide local resources to be used for a specified purpose, and expenditure requirements, 
in which the resources are provided to the Academy on a reimbursement basis. 

 
The  Academy  also  participates  in  various  federal  programs  passed  through  the  Ohio  Department  of 
Education.  
 
Under the above programs the Academy recorded $2,257,045 this fiscal year from the State Foundation 
Program and Casino Tax Revenues and $174,983 from Federal Grants.    
 
Compensated Absences ‐ Vacation is taken in a manner which corresponds with the Academy calendar; 
therefore, the Academy does not accrue vacation time as a liability. 
 
Sick/personal leave benefits are earned by full‐time employees at the rate of thirteen days per year and 
cannot be carried into the subsequent years.  No accrual for sick time is made since unused time is not 
paid to employees upon employment termination. 
 
Accrued Liabilities ‐ Obligations incurred but unpaid at June 30 are reported as accrued liabilities in the 
accompanying financial statements.  These liabilities consisted of Accounts Payable, Advances Payable, 
and Accrued Expenses and totaled $923,435 at June 30, 2019. 
 
Exchange and Non‐Exchange Transactions ‐ Revenue resulting from exchange transactions, in which each 
party gives and receives essentially equal value, is recorded on the accrual basis when the exchange takes 
place. Non‐exchange  transactions,  in which  the Academy  receives  value without  directly  giving  equal 
value  in  return,  include  grants,  entitlements  and  donations.    Revenue  from  grants,  entitlements  and 
donations is recognized in the fiscal year in which all eligibility requirements have been satisfied.  Eligibility 
requirements include timing requirements, which specify the year when the resources are required to be 
used or the fiscal year when use is first permitted, matching requirements, in which the Academy must 
provide local resources to be used for a specified purpose, and expenditures requirements, in which the 
resources are provided to the Academy on a reimbursement basis. 
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NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Net  Position  ‐ Net  position  represent  the  difference  between  assets  and  liabilities.        Net  position  is 
reported  as  restricted  when  there  are  limitations  imposed  on  their  use  through  external  restriction 
imposed by  creditors,  grantors,  or  laws and  regulations of  other  governments.    The Academy applies 
restricted resources when an expense is incurred for purposes for which both restricted and unrestricted 
net  position  are  available.  Net  position  invested  in  capital  assets  consist  of  capital  assets,  net  of 
accumulated  depreciation,  reduced  by  the  outstanding  balances  of  any  borrowings  used  for  the 
acquisition, construction, or improvement of those assets. 

 
Operating Revenues and Expenses ‐ Operating revenues are those revenues that are generated directly 
from the primary activities of the Academy.   For the Academy, these revenues are primarily the State 
Foundation program.   Operating expenses are necessary costs  incurred to provide the good or service 
that is the primary activity of the Academy.  All revenues and expenses not meeting this definition are 
reported as non‐operating.  There were no non‐operating expenses reported at June 30, 2019. 
 

Deferred Outflows of Resource ‐ In addition to assets, the statements of financial position will sometimes 

report a separate section for deferred outflows of resources. Deferred outflows of resources represent a 
consumption of net position that applies to a future period and will not be recognized as an outflow of 
resources  (expense/expenditure)  until  then.    For  the  Academy,  deferred  outflows  of  resources  are 
reported on the government‐wide statement of net position for pension and OPEB.  The deferred outflows 
of resources related to pension and OPEB plans are explained in Notes 7 and 8.  
  
Pensions /Other Postemployment Benefits (OPEB)  ‐ For purposes of measuring the net pension/OPEB 
liability, deferred outflows of resources and deferred inflows of resources related to pensions/OPEB, and 
pension/OPEB  expense,  information  about  the  fiduciary  net  position  of  the  pension/OPEB  plans  and 
additions to/deductions from their fiduciary net position have been determined on the same basis as they 
are  reported  by  the  pension/OPEB  plan.    For  this  purpose,  benefit  payments  (including  refunds  of 
employee contributions) are recognized when due and payable in accordance with the benefit terms.  The 
pension/OPEB plans report investments at fair value. 
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NOTE 3 ‐ CASH AND CASH EQUIVALENTS 
 
The  following  information  classifies  deposits  by  category  of  risk  as  defined  in  GASB  Statement  No.3 
“Deposits  with  Financial  Institutions,  Investments  (including  Repurchase  Agreements)  and  Reverse 
Repurchase  Agreements,”  as  amended  by  GASB  Statement  No.40,  “Deposit,  and  Investment  Risk 
Disclosures”. 
 
The  Academy  maintains  its  cash  balances  at  one  financial  institution,  Huntington  Bank  in  Ohio.  The 
balances are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying 
account.  At June 30, 2019, the book amount of the Academy’s deposits was $66,527 and the bank balance 
was $66,728.  
 
The Academy had no deposit policy for custodial risk beyond the requirement of state statute.  Ohio law 
requires that deposits either be insured or be protected by eligible securities pledged to and deposited 
either with the Academy or a qualified trustee by the financial institution as security for repayment or by 
a collateral pool of eligible securities deposited with a qualified trustee to secure repayment of all public 
monies deposited in the financial institution whose market value shall be at least 105% of deposits being 
secured. At June 30, 2019, none of the bank balance was exposed to custodial credit risk. 
 

NOTE 4 ‐ RECEIVABLES 
 
The Academy has receivables totaling $54,435 at June 30, 2019. These receivables represented amounts 
due  to  the  Academy  from  Federal  programs,  but  not  received  as  of  June  30,  2019.    All  amounts  are 
expected to be collected within one year. 
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NOTE 5 ‐ CAPITAL ASSETS  
 
For the period ending June 30, 2019, the Academy’s capital assets consisted of the following: 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

NOTE 6 ‐ RISK MANAGEMENT 
 
Property & Liability ‐ The Academy is exposed to various risks of loss related to torts; theft of, damage to, 
and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  During the 
fiscal  year  ending  June  30,  2019,  the  Academy  contracted  with  Cincinnati  Insurance  Company  for 
nonprofits  and  maintained  general  liability  insurance  with  a  $1,000,000  single  occurrence  limit  and 
$2,000,000 annual aggregate.  Settled claims have not exceeded this coverage in the past year, nor has 
there been any significant reduction in insurance coverage during the year. 
 
Workers’ Compensation  ‐ The Academy pays the State Worker’s Compensation System a premium for 
employee injury coverage.  The premium is calculated by multiplying the monthly total gross payroll by a 
factor that is calculated by the State.  
 
Employee Medical and Dental Benefits  ‐ The Academy provides medical, vision, and dental  insurance 
benefits through United Healthcare to all full‐time employees. During the school year, the Academy paid 
80% of the monthly premiums for all employees. 
 

 
 
 
 
 
 
 

Balance Balance

6/30/2018 Additions Deletions 06/30/19

Capital Assets:

Furniture & Equipment ‐$                 6,500$             ‐$               6,500$             

Computers & Software ‐                   50,215             ‐                 50,215             

Total Capital Assets ‐                   56,715             ‐                 56,715             

Less Accumulated Depreciation:

Furniture & Equipment ‐                   (1,300)              ‐                 (1,300)             

Computer Equipment ‐                   (16,738)           ‐                 (16,738)           

Total Accumulated Depreciation ‐                   (18,038)           ‐                 (18,038)           

Total Capital Assets, Net ‐$                 38,677$           ‐$               38,677$          
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NOTE 7 ‐ DEFINED BENEFIT PENSIONS PLANS 
 
Net Pension Liability ‐ Governmental Accounting Standards Board (GASB) Statement No. 68, “Accounting 
and Financial Reporting for Pensions” and GASB Statement No. 71, “Pension Transition for Contributions 
Made Subsequent to the Measurement Date – an amendment of GASB Statement No. 68” were effective. 
The net pension liability is not reported in the accompanying financial statements due to the Academy 
not being in operation during the measurement period. The plan description and actuarial assumptions 
have been disclosed below. 
 
The net pension liability reported on the statement of net position represents a liability to employees for 
pensions.  Pensions  are  a  component  of  exchange  transactions—between  an  employer  and  its 
employees—of salaries and benefits for employee services.  Pensions are provided to an employee—on a 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for pensions is a present obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long‐
term  variables,  including  estimated  average  life  expectancies,  earnings  on  investments,  cost  of  living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   

 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy  cannot  control  benefit  terms  or  the manner  in which  pensions  are  financed;  however,  the 
Academy  does  receive  the  benefit  of  employees’  services  in  exchange  for  compensation  including 
pension.  

 
GASB 68  assumes  the  liability  is  solely  the obligation of  the  employer,  because  (1)  they benefit  from 
employee  services;  and  (2)  State  statute  requires  all  funding  to  come  from  these  employers.    All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State  legislature.   Any resulting  legislative change to benefits or funding could 
significantly affect the net pension liability.  Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net pension liability 
on  the  accrual  basis  of  accounting.    Any  liability  for  the  contractually‐required  pension  contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   
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NOTE 7 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Plan  Description  –  Academy  non‐teaching  employees  participate  in  SERS,  a  statewide,  cost‐sharing 
multiple‐employer  defined  benefit  pension  plan  administered  by  SERS.    SERS  provides  retirement, 
disability and survivor benefits  to plan members and beneficiaries.   Authority  to establish and amend 
benefits  is provided by Ohio Revised Code Chapter 3309.   SERS issues a publicly available, stand‐alone 
financial  report  that  includes  financial  statements,  required  supplementary  information  and  detailed 
information about SERS’ fiduciary net position.  That report can be obtained by visiting the SERS website 
at www.ohsers.org under Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 
  

 
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the  Academy  is  required  to  contribute  14  percent  of  annual  covered  payroll.    The  contribution 
requirements  of  plan  members  and  employers  are  established  and  may  be  amended  by  the  SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent for 
employers.    The  Retirement  Board,  acting  with  the  advice  of  the  actuary,  allocates  the  employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B 
Fund, and Health Care Fund).  For the fiscal year ended June 30, 2019, the allocation to pension, death 
benefits, and Medicare B was 13.5 percent.  SERS allocated 0.5 percent of employer contributions to the 
Health Care Fund for fiscal year 2019. 
 
The Academy’s contractually required contribution to SERS was $30,564 for fiscal year 2019. 
 
 
 
 
 
 
 
 
 
 
 

Eligible to Retire before Eligible to Retire on or after

August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or

Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
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NOTE 7 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – Academy licensed teachers and other faculty members participate in STRS Ohio, a cost‐
sharing multiple‐employer  public  employee  retirement  system  administered  by  STRS.    STRS  provides 
retirement and disability benefits  to members and death and survivor benefits  to beneficiaries.    STRS 
issues  a  stand‐alone  financial  report  that  includes  financial  statements,  required  supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215‐3771, by calling (888) 227‐7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New  members  have  a  choice  of  three  retirement  plans;  a  Defined  Benefit  (DB)  Plan,  a  Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307. 
For the DB Plan, from August 1, 2015–July 1, 2017, any member could retire with reduced benefits who 
had (1) five years of service credit and age 60; (2) 26 years of service credit and age 55; or (3) 30 years of 
service  credit  regardless  of  age.  Effective  August  1,  2017–July  1,  2019,  any member may  retire with 
reduced benefits who has (1) five years of service credit and age 60; (2) 27 years of service credit and age 
55; or  (3) 30 years of service credit  regardless of age. Eligibility changes will  continue to be phased  in 
through August 1, 2026, when retirement eligibility for unreduced benefits will be five years of service 
credit and age 65, or 35 years of  service credit and at  least age 60. Retirement eligibility  for  reduced 
benefits will be five years of service credit and age 60, or 30 years of service credit regardless of age. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.    The  remaining 4.5 percent of  the 14 percent employer  rate  is  allocated  to  the defined 
benefit unfunded liability.  Effective July 1, 2017, employer contributions of 9.53 percent are placed in the 
investment accounts and the remaining 4.47 percent of the 14 percent employer rate is allocated to the 
defined benefit unfunded  liability. A member  is eligible  to  receive a  retirement benefit at age 50 and 
termination of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum 
withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
In the Combined Plan, member contributions are allocated among investment choices by the member, 
and employer contributions are used to fund a defined benefit payment. A member’s defined benefit is 
determined by multiplying one percent of the member’s final average salary by the member’s years of 
service credit. The defined benefit portion of the Combined Plan payment is payable to a member on or 
after age 60 with five years of service. The DC portion of the account may be taken as a  lump sum or 
converted to a lifetime monthly annuity at age 50 and termination of employment. 
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NOTE 7 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description ‐ State Teachers Retirement System (STRS) – continued 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another  STRS plan.    The optional  annuitization of  a member’s defined  contribution account or  the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of  investment gain or  loss on the account.   STRS has therefore  included all three plan 
options as one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with  five or more years of credited service who  is determined to be 
disabled  may  qualify  for  a  disability  benefit.    Eligible  survivors  of  members  who  die  before  service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance.  
 
Funding  Policy  –  Employer  and  member  contribution  rates  are  established  by  the  State  Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30,  2019,  plan members were  required  to  contribute  14  percent  of  their  annual  covered  salary.  The 
Academy was  required  to  contribute 14 percent;  the entire 14 percent was  the portion used  to  fund 
pension obligations.  The fiscal year 2019 contribution rates were equal to the statutory maximum rates. 

 
The Academy’s contractually required contribution to STRS was $102,741 for fiscal year 2019.   
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources (with the exception of deferred 
outflows  of  resources  related  to  Academy  contributions  subsequent  to  the  measurement  date)  and 
Deferred Inflows of Resources related to Pensions are not applicable to the Academy at June 30, 2019 due 
to the Academy not being in operation during the measurement period. At June 30, 2019, the Academy 
reported deferred outflows of resources related to pensions from the following sources: 
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NOTE 7 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
)(Continued) 
 

 
 
$133,305  reported  as  deferred  outflows  of  resources  related  to  pension  resulting  from  Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2020.   
 
Actuarial Assumptions ‐ SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67, 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment terminations).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits  for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and  the historical pattern of  sharing benefit  costs between  the employers and plan 
members  to  that point.  The projection of benefits  for  financial  reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long‐term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the  benefits,  if  any,  paid  to  the  employee  after  termination  of  employment  until  the  death  of  the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key  methods  and  assumptions  used  in  calculating  the  total  pension  liability  in  the  latest  actuarial 
valuation, prepared as of June 30, 2018, are presented below: 
 
 

SERS STRS Total

Deferred Outflows of Resources

Academy contributions subsequent to the 

  measurement date 30,564$               102,741$             133,305$             

Total Deferred Outflows of Resources 30,564$               102,741$             133,305$             
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NOTE 7 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS – continued  
 

 
 
For post‐retirement mortality, the table used in evaluating allowances to be paid is the RP‐2014 Blue Collar 
Mortality Table with fully generational projection and Scale BB, with 120 percent of male rates and 110 
percent of female rates used. The RP‐2000 Disabled Mortality Table with 90 percent for male rates and 
100 percent for female rates set back five years is used for the period after disability retirement.  
 
The  long‐term  return  expectation  for  the  Pension  Plan  Investments  has  been  determined  by  using  a 
building‐block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A  forecasted  rate  of  inflation  serves  as  the  baseline  for  the  return  expectation.    Various  real  return 
premiums over  the baseline  inflation  rate have been established  for  each asset  class.    The  long‐term 
expected nominal rate of return has been determined by calculating an arithmetic weighted average of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the expected return from rebalancing uncorrelated asset classes. The asset allocation, as used in the June 
30, 2015 five‐year experience study, is summarized as follows: 
 

 
 
Discount Rate Total pension liability was calculated using the discount rate of 7.50 percent. The projection 
of  cash  flows  used  to  determine  the  discount  rate  assumed  that  employers  would  contribute  the 
actuarially  determined  contribution  rate  of  projected  compensation  over  the  remaining  26‐year 
amortization  period  of  the  unfunded  actuarial  accrued  liability.  Projected  inflows  from  investment 
earnings were calculated using the long‐term assumed investment rate of return (7.50 percent). Based on 
those assumptions, the plan’s fiduciary net position was projected to be available to make all future  
 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)
COLA or Ad Hoc COLA 2.50 percent, on and after April 1, 2018, COLA's for future retirees 

will be delayed for three years following commencement

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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NOTE 7 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS – continued  
 
benefit payments of current plan members. Therefore, the long‐term expected rate of return on pension 
plan investments was applied to all periods of projected benefits to determine the total pension liability.  
 
Actuarial Assumptions ‐ STRS 
 
The  total  pension  liability  in  the  July  1,  2018  actuarial  valuation was  determined  using  the  following 
actuarial assumptions, applied to all periods included in the measurement:  
 

 
 
Post‐retirement mortality rates are based on RP‐2014 Annuitant Mortality Table with 50 percent of rates 
through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 and 
84, and 100 percent of rates thereafter, projected forward generationally using mortality improvement 
scale MP‐2016; pre‐retirement mortality rates are based on RP‐2014 Employee Mortality Table, projected 
forward generationally using mortality improvement scale MP‐2016. 
 
The actuarial assumptions used in the July 1, 2018 valuation, were adopted by the board from the results 
of an actuarial experience study for July 1, 2011, through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 
 

 
 
 
 
 
 
 
 
 
 
 
 

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Projected Payroll Growth 3.00 percent
Cost-of-Living Adjustments 0.00 percent

Attachment 26: Audited Financial Statements Page 4282



MOUNT AUBURN PREPARATORY ACADEMY – HAMILTON COUNTY, OHIO 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS  
FOR THE YEAR ENDED JUNE 30, 2019  

 

 28

NOTE 7 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – STRS – continued  
 

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.  Over  a  30‐year  period,  STRS’  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2018. The projection of cash flows used to determine the discount rate assumes that employer and 
member contributions will be made at statutory contribution rates of 14 percent each. For this purpose, 
only  employer  contributions  that  are  intended  to  fund  benefits  of  current  plan  members  and  their 
beneficiaries are included. Based on those assumptions, STRS’ fiduciary net position was projected to be 
available to make all projected future benefit payments to current plan members as of June 30, 2018. 
Therefore, the long‐term expected rate of return on pension plan investments of 7.45 percent was applied 
to all periods of projected benefit payments to determine the total pension liability as of June 30, 2018. 
 

NOTE 8 ‐ DEFINED BENEFIT OPEB PLANS 
 
Net OPEB Asset/Liability 

 
Governmental  Accounting  Standards  Board  (GASB)  Statement  No.  75,  “Accounting  and  Financial 
Reporting for Postemployment Benefits other than Pensions” were effective. The net OPEB asset/liability 
is not  reported  in  the accompanying  financial  statements due  to  the Academy not being  in operation 
during  the measurement  period.  The plan description and actuarial  assumptions have been disclosed 
below. 
 
The net OPEB asset/liability reported on the statement of net position represents an asset or liability to 
employees  for  OPEB.  OPEB  is  a  component  of  exchange  transactions‐–between  an  employer  and  its 
employees—of salaries and benefits for employee services.  OPEB are provided to an employee—on a  

 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected
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NOTE 8 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Net OPEB Asset/Liability (continued) 
 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services  each  financial  period.    The  obligation  to  sacrifice  resources  for  OPEB  is  a  present  obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net OPEB asset/liability represents the Academy’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB asset/liability calculation is dependent on critical long‐
term  variables,  including  estimated  average  life  expectancies,  earnings  on  investments,  cost  of  living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting these estimates annually.   

 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which OPEB are financed; however, the Academy 
does receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the asset/liability is solely that of the employer, because they benefit from employee 
services.   OPEB contributions come from these employers and health care plan enrollees, which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio Revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
to benefits or funding could significantly affect the net OPEB asset/liability. Resulting adjustments to the 
net OPEB asset/liability would be  effective when  the  changes  are  legally  enforceable.  The  retirement 
systems may allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net OPEB asset/ 
liability on the accrual basis of accounting.  Any liability for the contractually‐required OPEB contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   

 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Health Care Plan Description ‐ The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non‐certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a 
cost‐sharing  other  postemployment  benefit  (OPEB)  plan.    SERS’ Health Care  Plan provides  healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to  
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NOTE 8 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Plan Description ‐ School Employees Retirement System (SERS) – continued  
 
the  death  of  a  member  or  retiree,  are  eligible  for  SERS’  health  care  coverage.  Most  retirees  and 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self‐insured preferred provider 
organization  for  its  non‐Medicare  retiree  population.  For  both  groups,  SERS  offers  a  self‐insured 
prescription drug program. Health care  is a benefit  that  is permitted, not mandated, by  statute.    The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the 
plan selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding  Policy  ‐  State  statute  permits  SERS  to  fund  the  health  care  benefits  through  employer 
contributions.    Each  year,  after  the  allocation  for  statutorily  required  pensions  and  benefits,  the 
Retirement Board may allocate  the  remainder of  the employer  contribution of 14 percent of  covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2019, 0.5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro‐rated if 
less than a full year of service credit was earned. For fiscal year 2019, this amount was $21,600. Statutes 
provide that no employer shall pay a health care surcharge greater than 2.0 percent of that employer’s 
SERS‐covered payroll; nor may SERS collect  in aggregate more than 1.5 percent of  the  total statewide 
SERS‐covered  payroll  for  the  health  care  surcharge.    For  fiscal  year  2019,  the  Academy’s  surcharge 
obligation was $4,452.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The Academy’s contractually required contribution to SERS was 
$5,584 for fiscal year 2019.     
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost‐sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part 
B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the 
report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227‐7877. 
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NOTE 8 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Plan Description ‐ State Teachers Retirement System (STRS) – continued  
 
Funding  Policy  –  Ohio  Revised  Code  Chapter  3307  authorizes  STRS  to  offer  the  Plan  and  gives  the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed 
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees,  for  the most  recent  year,  pay  a  portion  of  the  health  care  costs  in  the  form of  a monthly 
premium.  Under Ohio law, funding for post‐employment health care may be deducted from employer 
contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2019, STRS did 
not allocate any employer contributions to post‐employment health care.   
 
OPEB Assets/Liabilities, OPEB Expense, and Deferred Outflows/Inflows of Resources Related to OPEB  
 
OPEB  Liabilities, OPEB  Expense,  and Deferred Outflows  of  Resources  (with  the  exception  of  deferred 
outflows  of  resources  related  to  Academy  contributions  subsequent  to  the  measurement  date)  and 
Deferred Inflows of Resources related to OPEB are not applicable to the Academy at June 30, 2019 due to 
the Academy not being  in operation during  the measurement period. At  June 30, 2019,  the Academy 
reported deferred outflows of resources related to OPEB from the following sources:   
 

 
 
$5,584 reported as deferred outflows of resources related to OPEB resulting from Academy contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending June 30, 2020.   
 
 
 
 
 
 
 

 
 
 
 
 

SERS STRS Total

Deferred Outflows of Resources

Academy contributions subsequent to the 

  measurement date 5,584$                 -$                     5,584$                 

Total Deferred Outflows of Resources 5,584$                 -$                     5,584$                 
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NOTE 8 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions ‐ SERS 
 
The  total  OPEB  liability  was  determined  by  an  actuarial  valuation  as  of  June  30,  2018.  The  actuarial 
assumptions used in the valuation are based on results from the most recent actuarial experience study, 
which covered the five‐year period ending June 30, 2015. The experience study report is dated April 2016. 
The total OPEB liability used the following assumptions and other inputs: 
 

 
 
Mortality rates were based on the RP‐2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of  female rates. RP‐2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The long‐term expected rate of return on plan factors are considered in evaluating the long‐term rate of 
return assumption including long‐term historical data, estimates inherent in current market data, and a 
long‐normal distribution analysis  in which best‐estimate ranges of expected future real rates of return 
were developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long‐term expected rate of return, 7.50 percent, by weighting the expected future real rates 
of return by the target asset allocation percentage and then adding expected inflation. The capital market 
assumptions developed by the investment consultant are intended for use over a 10‐year horizon and 
may not be useful in setting the long‐term rate of return for funding pension plans which covers a longer 
timeframe.  The assumption  is  intended  to be  a  long‐term assumption and  is  not  expected  to  change 
absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental 
change in the market that alters expected returns in future years. 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 
as used in the June 30, 2015 five‐year experience study, are summarized as follows: 
 

 
 
 
 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Municipal Bond Index Rate

Measurement Date 3.62 percent
Prior Measurement Date 3.56 percent

Single Equivalent Interest Rate
Measurement Date 3.70 percent, net of plan investment expense, including price inflation
Prior Measurement Date 3.63 percent, net of plan investment expense, including price inflation

Health Care Cost Trend Rate
Medicare 5.375 percent - 4.75 percent
Pre-Medicare 7.25 percent - 4.75 percent
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NOTE 8 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – SERS – continued 
 

 
 

Discount  Rate  The  discount  rate  used  to measure  the  total  OPEB  liability  at  June  30,  2018 was  3.70 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2018 was 3.63 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be made 
from members and the System at the contribution rate of 2.00 percent of projected covered payroll each 
year, which includes a 1.50 percent payroll surcharge and 0.50 percent of contributions from the basic 
benefits  plan.  Based  on  these  assumptions,  the  OPEB  plan’s  fiduciary  net  position  was  projected  to 
become  insufficient  to  make  future  benefit  payments  during  the  fiscal  year  ending  June  30,  2026. 
Therefore,  the  long‐term expected  rate of  return on OPEB plan assets was used  to present  value  the 
projected  benefit  payments  through  the  fiscal  year  ending  June  30,  2025  and  the  Fidelity  General 
Obligation 20‐year Municipal Bond Index rate of 3.62 percent, as of June 30, 2018 (i.e., municipal bond 
rate), was used to present value the projected benefit payments for the remaining years in the projection. 
The total present value of projected benefit payments  from all  years was then used to determine the 
single rate of return that was used as the discount rate. The projection of future benefit payments for all 
current plan members was until the benefit payments ran out. 
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2018, actuarial valuation are presented below:   

 

 
 
 
 

 

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Health Care Cost Trend Rates -5.23 percent to 9.62 percent, initial, 4.00 percent ultimate
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NOTE 8 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – STRS – continued 
 
Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 
For  healthy  retirees  the mortality  rates  are  based  on  the  RP‐2014 Annuitant Mortality  Table with  50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between 
ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality 
improvement scale MP‐2016. For disabled retirees, mortality rates are based on the RP‐2014 Disabled  
 
Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected forward 
generationally using mortality improvement scale MP‐2016. 
 
Actuarial  assumptions  used  in  the  June  30,  2018,  valuation  are  based  on  the  results  of  an  actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.    Over  a  30‐year  period,  STRS'  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total OPEB asset/liability was 7.45 percent as of 
June 30, 2018. The projection of cash flows used to determine the discount rate assumed STRS continues 
to allocate no employer contributions to the health care fund. Based on those assumptions, the OPEB 
plan’s fiduciary net position was projected to be available to make all projected future benefit payments  

 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected

Attachment 26: Audited Financial Statements Page 4289



MOUNT AUBURN PREPARATORY ACADEMY – HAMILTON COUNTY, OHIO 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS  
FOR THE YEAR ENDED JUNE 30, 2019  

 

 35

NOTE 8 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – STRS – continued 
 
to current plan members as of June 30, 2018. Therefore, the long‐term expected rate of return on health 
care  plan  investments  of  7.45  percent  was  applied  to  all  periods  of  projected  benefit  payments  to 
determine the total OPEB liability as of June 30, 2018.  

 
NOTE 9 ‐ CONTINGENCIES  

 
Grants ‐ The Academy received financial assistance from federal and state agencies in the form of grants.  
Amounts  received  from  grantor  agencies  are  subject  to  audit  and  adjustment  by  the  grantor.    Any 
disallowed costs may require refunding to the grantor.  Amounts which may be disallowed, if any, are not 
presently determinable.  However, in the opinion of the Academy, any such adjustments will not have a 
material adverse effect on the financial position of the Academy.  
 
Litigation ‐ There are currently no matters in litigation with the Academy as defendant. 
 
Full‐Time Equivalency ‐ School foundation funding is based on the annualized full‐time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for  Foundation  funding  purposes.   Community  schools  must  provide  documentation  that  clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  

 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation  funding  due  to  a  lack  of  evidence  to  support  student  participation  and  other matters  of 
noncompliance. ODE performed such a review on the Academy for fiscal year 2019.  

 
As of the date of this report, all ODE adjustments have been completed. 
 
In addition, the School’s contract with their Sponsor and management company require payment based 
on revenues received from the State.  As discussed above, all ODE adjustments through fiscal year 2019 
have been completed. A reconciliation between payments previously made and the FTE adjustments has 
taken place with these contracts.  
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NOTE 10 ‐ SPONSOR CONTRACT 
 
The Academy contracted with St. Aloysius Orphanage as its sponsor and for oversight services as required 
by law.  Sponsorship fees are calculated as a three percent of state funds received by the Academy from 
the State of Ohio. For the fiscal year ended June 30, 2019, the total sponsorship fees paid totaled $65,500. 
 

NOTE 11 ‐ PURCHASED SERVICES 
 

For the period of July 1, 2018 through June 30, 2019, the Academy made the following purchased services 
commitments. 
 

Purchased Services Amount
Personnel Services 1,182,949$     
Professional Services 789,171
Property Services 560,929

    Utilities 109,682
Travel & Meetings 3,408
Communications 129,319
Contractual Trade 132,592
Pupil Transportation 814

Total 2,908,864$     

 
 
NOTE 12 ‐ LEASE OBLIGATIONS 
   
On April 13, 2018, the Academy signed a new lease with Cincinnati Property Management of Ohio, LLC. 
This lease is for a term of five years and is set to expire on June 30, 2023. The rent expense per year is 
defined  in  the  below  table  per  the  lease  agreement.  The  total  rent  expense  for  fiscal  year  2019 was 
$420,000. 

 
FY2020 $468,000

FY2021 516,000

FY2022 552,000

FY2023 600,000

Total $2,136,000
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NOTE 13 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES 
 
The Academy entered into an agreement with Accel Schools, a management company, to provide legal, 
financial, and other management support services for fiscal year 2019. The agreement was for a period of 
five  years  beginning  July  1,  2017. Management  fees  are  calculated  as  13.5%  of  the  Academy’s  State 
Revenue. The total amount due from the Academy for the fiscal year ending June 30, 2019 was $294,752 
and is included under “Purchased Services” on the Statement of Revenues, Expenses and Changes in Net 
Position. 
 
Also, per the management agreement there are expenses that will be billed to the Academy based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of Accel employees working 
in at the Academy and other costs related to providing education and administrative services. The total 
amount billed to the Academy inclusive of management fees during fiscal year 2019 was $1,648,018. 
 
The following is a summary of the management company expenses during fiscal year 2019: 
 

 
 
Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro‐rated based on 
full time equivalent (FTE) head count as of June 30, 2019 by each school it manages.  
 

NOTE 14 ‐ MANAGEMENT PLAN 
 
For  fiscal year 2019,  the Academy had a net position deficit of $(620,165). Current enrollment of 303 
students was not enough to sustain the cash of running the Academy. However, as of December 2019 
enrollment has increased to 312 students.  The Academy’s ability to maintain a stable administrative and 
instructional team along with active advertising via print, radio, mailings and through referrals of current 
parents is anticipated to help produce the likelihood of future enrollment growth leading to surpluses and 
provide an opportunity for the academy to recover from its prior deficits. 
 
 
 
 

 Mount Auburn Preparatory Academy 

 Regular Instruction
(1100 Function Codes) 

 Special Instruction
(1200 Function Codes) 

 Support Services
(2000 Function Codes) 

 Total 

                                1,100                                 1,200                                 2,000 
Direct Expenses: 
Salaries & Wages (100 Object Codes) 687,896                           114,970                           241,267                           1,044,133          
Employees’ Benefits (200 Object Codes) 157,783                           18,721                             29,238                             205,742             
Professional & Technical Services (410 Object Codes) 18,925                             508,979                           527,904             
Supplies (510 Object Codes) 8,846                               (645)                                 23,641                             31,842               
Other Direct Costs (All Other Object Codes) 56,715                             6,672                               63,387               
Total Direct Expenses 930,165                           133,046                           809,797                           1,873,008          
  
Indirect Expenses:  
Overhead 258,817                           258,817             
  
Total Expenses 930,165                           133,046                           1,068,614                        2,131,825          
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2019

Contractually Required Contribution 30,564$          

Contributions in Relation to the 
Contractually Required Contribution (30,564)           

Contribution Deficiency (Excess) -                 

Academy Covered Payroll 226,400$        

Contributions as a Percentage of
Covered Payroll 13.50%

(1) Information prior to 2019 is not available. Schedule is intended to
  show ten years of information, and additional years' will be 

     displayed as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - Pension
School Employees Retirement System of Ohio

Current Fiscal Year (1)
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2019

Contractually Required Contribution 102,741$          

Contributions in Relation to the 
Contractually Required Contribution (102,741)           

Contribution Deficiency (Excess) -$                 

Academy Covered Payroll 733,864$          

Contributions as a Percentage of
Covered Payroll 14.00%

(1) Information prior to 2019 is not available. Schedule is intended to 
  show ten years of information, and additional years' will be 

     displayed as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - Pension

State Teachers Retirement System of Ohio
Current Fiscal Year (1)
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2019

Contractually Required Contribution (1) 5,584$            

Contributions in Relation to the 
Contractually Required Contribution (5,584)            

Contribution Deficiency (Excess) -                 

Academy Covered Payroll 226,400$        

OPEB Contributions as a Percentage of
Covered Payroll (1) 2.47%

(1) Includes Surcharge

(2) Information prior to 2019 is not available. Schedule is intended to
  show ten years of information, and additional years' will be 

     displayed as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - OPEB

School Employees Retirement System of Ohio
Current Fiscal Year (2)
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2019

Contractually Required Contribution -$                     

Contributions in Relation to the 
Contractually Required Contribution -                      

Contribution Deficiency (Excess) -$                     

Academy Covered Payroll 733,864$              

Contributions as a Percentage of
Covered Payroll 0.00%

(1) Information prior to 2019 is not available. Schedule is intended to 
  show ten years of information, and additional years' will be 

     displayed as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - OPEB
State Teachers Retirement System of Ohio

Current Fiscal Year (1)
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NOTE 1 ‐ NET PENSION LIABILITY 
 
Changes in Assumptions ‐ SERS 
 
For fiscal year 2017, the SERS Board adopted the following assumption changes: 

 Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent 

 Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent 

 Assumed real wage growth was reduced from 0.75 percent to 0.50 percent 

 Rates of withdrawal, retirement and disability were updated to reflect recent experience. 

 Mortality among active members was updated to RP‐2014 Blue Collar Mortality Table with fully 
generational projection and a five‐year age set‐back for both males and females. 

 Mortality among service retired members, and beneficiaries was updated to RP‐2014 Blue Collar 
Mortality Table with fully generational projection with Scale BB, 120 percent of male rates, and 
110 percent of female rates. 

 Mortality among disabled members was updated to RP‐2000 Disabled Mortality Table, 90 percent 
for male rates and 100 percent for female rates, set back five years is used for the period after 
disability retirement.   

 
Changes in Benefit Terms ‐ SERS 
For fiscal year 2018, the cost‐of‐living adjustment was changed from a fixed 3.00 percent to a cost‐of‐
living adjustment  that  is  indexed  to CPI‐W not greater  than 2.50 percent with a  floor of  zero percent 
beginning January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has 
enacted a three‐year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the Retirement Board approved several changes to the actuarial assumptions in 2017. 
The  long  term  expected  rate  of  return was  reduced  from  7.75  percent  to  7.45  percent,  the  inflation 
assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered 
to 3.00 percent, and total salary increases rate was lowered by decreasing the merit component of the 
individual salary increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy 
and  disabled mortality  assumptions were  updated  to  the  RP‐2014 mortality  tables with  generational 
improvement  scale MP‐2016. Rates of  retirement,  termination and disability were modified  to better 
reflect anticipated future experience. 
 
Changes in Benefit Terms ‐ STRS 
 
For fiscal year 2018, the cost‐of‐living adjustment (COLA) was reduced to zero.  
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NOTE 2 ‐ NET OPEB LIABILITY 
 
Changes in Assumptions – SERS 
 
Amounts  reported  for  fiscal  year  2019  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 3.56 percent to 3.62 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased from 3.63 percent to 3.70 percent. The health care cost trend assumptions changed as follows:  
 
Pre‐Medicare 
   Fiscal year 2018   7.50 percent initially, decreasing to 4.00 percent 
Fiscal year 2019 7.25 percent initially, decreasing to 4.75 percent 
Medicare 
  Fiscal year 2018   5.50 percent initially, decreasing to 5.00 percent 
Fiscal year 2019 5.375 percent initially, decreasing to 4.75 percent 
 
Amounts  reported  for  fiscal  year  2018  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 2.92 percent to 3.56 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased from 2.98 percent to 3.63 percent. 
 
Changes in Benefit Terms ‐ SERS 
There have been no changes to the benefit provisions. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2019, the discount rate was increased from the blended rate of 4.13 percent to the long‐
term expected rate of return of 7.45 percent. Valuation year per capita health care costs were updated. 
Health care cost trend rates ranged from 6.00 percent to 11 percent initially and a 4.50 percent ultimate 
rate for fiscal year 2018 and changed for fiscal year 2019 to a range of  ‐5.20 percent to 9.60 percent, 
initially and a 4.00 ultimate rate. 
 
For fiscal year 2018, the blended discount rate was increased from 3.26 percent to 4.13 percent. Valuation 
year per capita health care costs were updated, and the salary scale was modified. The percentage of 
future retirees electing each option was updated based on current data and the percentage of  future 
disabled  retirees  and  terminated  vested  participants  electing  health  coverage  were  decreased.  The 
assumed  mortality,  disability,  retirement,  withdrawal  and  future  health  care  cost  trend  rates  were 
modified along with the portion of rebated prescription drug costs. 
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NOTE 2 ‐ NET OPEB LIABILITY (Continued) 
 
Changes in Benefit Terms – STRS 
 
For fiscal year 2019, the subsidy multiplier for non‐Medicare benefit recipients was increased from 1.9 
percent to 1.944 percent per year of service effective January 1, 2019. The non‐Medicare frozen subsidy 
base  premium  was  increased  effective  January  1,  2019  and  all  remaining Medicare  Part  B  premium 
reimbursements will be discontinued beginning January 1, 2020. 
 
For  fiscal  year 2018,  the  subsidy multiplier  for non‐Medicare benefit  recipients was  reduced  from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. This was subsequently extended, see above paragraph.  
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December 22, 2019 
 
To the Board of Directors 
Mount Auburn Preparatory Academy 
244 Southern Avenue   
Cincinnati, OH 45219 

 
INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 

AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

 
We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the Mount Auburn Preparatory Academy, 
Hamilton County, Ohio (the “Academy”) as of and for the year ended June 30, 2019, and the related notes to the 
financial statements, which collectively comprise the Academy’s basic financial statements, and have issued our 
report thereon dated December 22, 2019, in which we noted the Academy has suffered a loss from operations and 
has a net position deficit of $620,165, including the net effect of net pension and net OPEB related accruals 
totaling $138,889, that raises substantial doubt about its ability to continue as a going concern.  
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the Academy's internal control 
over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of the Academy’s internal control. Accordingly, we do not express an 
opinion on the effectiveness of the Academy’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance.  
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Mount Auburn Preparatory Academy 
Independent Auditor’s Report on Internal Control over Financial Reporting  
   and on Compliance and Other Matters Based on an Audit of  
   Financial Statements Performed in Accordance with  

Government Auditing Standards 

Page 2 of 2 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified. 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Academy's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of 
our tests disclosed no instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 

 
 
 
 

 
Cambridge, Ohio 
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December 22, 2019 
 
To the Board of Directors       
Mount Auburn Preparatory Academy 
244 Southern Avenue 
Cincinnati, OH 45219 
 

Independent Accountant’s Report on Applying Agreed-Upon Procedure 
 
Ohio Rev. Code Section 117.53 states “the auditor of state shall identify whether the school district or 
community school has adopted an anti-harassment policy in accordance with Section 3313.666 of the 
Revised Code. This determination shall be recorded in the audit report. The auditor of state shall not 
prescribe the content or operation of any anti-harassment policy adopted by a school district or community 
school.” 
 
Accordingly, we have performed the procedures enumerated below, which were agreed to by the Board, 
solely to assist in evaluating whether Mount Auburn Preparatory Academy, Hamilton County, Ohio has 
adopted its anti-harassment policy in accordance with Ohio Rev. Code Section 3313.666 and Ohio Rev. 
Code Section 3314.03(a)(11)(d) for the period ended June 30, 2019. Management is responsible for 
complying with this requirement. This agreed-upon procedure engagement was conducted in accordance 
with attestation standards established by the American Institute of Certified Public Accountants and 
applicable attestation engagement standards included in the Comptroller General of the United States’ 
Government Auditing Standards.  The sufficiency of this procedure is solely the responsibility of the Board.  
Consequently; we make no representation regarding the sufficiency of the procedure described below either 
for the purpose for which this report has been requested or for any other purpose. 
 

1. We inspected the Board minutes and observed that the Board adopted an anti-harassment policy at 
its meeting on July 26, 2018. 

 
Ohio Rev. Code Section 3313.666(B) and Ohio Rev. Code Section 3314.03(a)(11)(d) specifies the 
following requirements must be included in anti-harassment policies.  We inspected the policy for proper 
inclusion of these requirements: 
 

1. A statement prohibiting harassment, intimidation, or bullying of any student on school 
property, on a school bus, or at school-sponsored events and expressly providing for the 
possibility of suspension of a student found responsible for harassment, intimidation, or 
bullying by an electronic act; 
 

2. A definition of harassment, intimidation, or bullying that includes the definition in division (A) 
of Ohio Rev. Code Section 3313.666. The act defines that term as “any intentional written, 
verbal, electronic or physical act that a student has exhibited toward another particular student 
more than once and the behavior both (1) causes mental or physical harm to the other student, 
(2) is sufficiently severe, persistent, or pervasive that it creates an intimidating, threatening, or 
abusive educational environment for the other student,” and violence within a dating 
relationship.; 

 
3. A procedure for reporting prohibited incidents;  
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Mount Auburn Preparatory Academy 
Independent Accountant’s Report on Applying Agreed-Upon Procedure 
Page 2 of 2 

 
4. A requirement that school personnel report prohibited incidents of which they are aware to the 

school principal or other administrator designated by the principal; 
 

5. A requirement that the custodial parent or guardian of any student involved in a prohibited 
incident be notified and, to the extent permitted by section 3319.321 of the Revised Code and 
the “Family Educational Rights and Privacy Act of 1974,” 88 Stat. 571, 20 U.S.C. 1232q, as 
amended, have access to any written reports pertaining to the prohibited incident;  

 
6. A procedure for documenting any prohibited incident that is reported;  

 
7. A procedure for responding to and investigating any reported incident;  

 
8. A strategy for protecting a victim from new or additional harassment, intimidation, or bullying, 

and from retaliation following a report, including a means by which a person may report an 
incident anonymously;  
 

9. A disciplinary procedure for any student guilty of harassment, intimidation, or bullying, which 
shall not infringe on any student’s rights under the first amendment to the Constitution of the 
United States;  
 

10. A statement prohibiting students from deliberately making false reports of harassment, 
intimidation, or bullying and a disciplinary procedure for any student responsible for 
deliberately making a false report of that nature; 
 

11. A requirement that the administration semiannually provide the president of the district board 
a written summary of all reported incidents and post the summary on its web site, if the district 
has a web site, to the extent permitted by section 3319.321 of the Revised Code and the “Family 
Educational Rights and Privacy Act of 1974,” 88 Stat. 571, 20 U.S.C. 1232q, as amended. 

   
We were not engaged to and did not conduct an examination or review, the objective of which would be 
the expression of an opinion or conclusion, respectively, on compliance with the anti-harassment policy. 
Accordingly, we do not express such an opinion or conclusion. Had we performed additional procedures, 
other matters might have come to our attention that would have been reported to you.   
 
This report is to provide assistance in the evaluation of whether the Academy has adopted an anti-
harassment policy in accordance with Ohio Rev. Code Section 3313.666 and is not suitable for any other 
purpose. 
 
  

 
 
Cambridge, Ohio 
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CLERK’S CERTIFICATION 
This is a true and correct copy of the report which is required to be filed in the Office of the 
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Board of Trustees 
Northeast Ohio College Preparatory School 
2357 Tremont Avenue 
Cleveland, Ohio 44113 
 
 
We have reviewed the Independent Auditor’s Report of the Northeast Ohio College Preparatory 
School, Cuyahoga County, prepared by Rea & Associates, Inc., for the audit period July 1, 2018 
through June 30, 2019.  Based upon this review, we have accepted these reports in lieu of the 
audit required by Section 117.11, Revised Code.  The Auditor of State did not audit the 
accompanying financial statements and, accordingly, we are unable to express, and do not 
express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Northeast Ohio College Preparatory School is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
January 15, 2020  
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December 24, 2019 
 
To the Board of Trustees  
Northeast Ohio College Preparatory School 
2357 Tremont Avenue 
Cleveland, Ohio 44113 
 

Independent Auditor's Report 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Northeast Ohio College Preparatory 
School, Cuyahoga County, Ohio, (the “School”) as of and for the year ended June 30, 2019, and the 
related notes to the financial statements, which collectively comprise the School’s basic financial 
statements as listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation 
and fair presentation of the financial statements in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s 
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Northeast Ohio College Preparatory School, Cuyahoga County, Ohio, as of June 
30, 2019, and the changes in its financial position and its cash flows for the year then ended in accordance 
with accounting principles generally accepted in the United States of America. 
 
Emphasis of Matter 
 
The accompanying financial statements have been prepared assuming the School will continue as a going 
concern. As disclosed in Note 17 to the financial statements, the School has suffered recurring losses from 
operations and has a net position deficit of $7,934,075 that raises substantial doubt about its ability to 
continue as a going concern. This deficit net position includes the effect of the net pension liability, net 
OPEB asset/liability and related accruals totaling $6,537,254. Note 17 describes management’s plan 
regarding these issues. The financial statements do not include any adjustments that might result from the 
outcome of this uncertainty. Our opinion is not modified with respect to this matter. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the School's Proportionate Share of the Net Pension Liability, 
Schedule of the School’s Contributions - Pension, Schedule of the School’s Proportionate Share of the 
Net OPEB Asset/Liability, and the Schedule of the School’s Contributions - OPEB as listed in the table of 
contents, be presented to supplement the basic financial statements. Such information, although not a part 
of the basic financial statements, is required by the Governmental Accounting Standards Board who 
considers it to be an essential part of financial reporting for placing the basic financial statements in an 
appropriate operational, economic, or historical context. We have applied certain limited procedures to 
the required supplementary information in accordance with auditing standards generally accepted in the 
United States of America, which consisted of inquiries of management about the methods of preparing the 
information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic 
financial statements. We do not express an opinion or provide any assurance on the information because 
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance.  
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Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated December 24, 
2019 on our consideration of the School’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the School’s internal control over financial reporting or on compliance. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards in considering the 
School’s internal control over financial reporting and compliance. 

 

 
Medina, Ohio 
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The  discussion  and  analysis  of  the  Northeast  Ohio  College  Preparatory  School  (the  School)  financial 
performance provides an overall review of the School’s financial activities for the fiscal year ended June 
30, 2019. The intent of this discussion and analysis is to look at the School’s’ financial performance as a 
whole;  readers  should  also  review  the  basic  financial  statements  and  notes  to  the  basic  financial 
statements to enhance their understanding of the School’s financial performance.  
 
The Management’s Discussion and Analysis (the MD&A) is an element of the reporting model adopted by 
the  Governmental  Accounting  Standards  Board  (GASB)  in  their  Statement  No.  34  Basic  Financial 
Statements  –  and Management’s Discussion and Analysis  –  for  State  and  Local Governments.  Certain 
comparative  information  between  the  current  fiscal  year  and  the  prior  fiscal  year  is  required  to  be 
presented in the MD&A.  
 

FINANCIAL HIGHLIGHTS 
 
Key Financial Highlights for the School for the 2018‐19 school year are as follows:  

 
 Total Assets increased $201,916. 

 Total Liabilities decreased $2,978,434.   

 Total Net Position decreased $100,893.  

 Total  Operating  and  Non‐Operating  revenues  were  $5,001,791.  Total  Operating  and  Non‐
Operating expenses were $5,102,684. 
 

USING THIS ANNUAL REPORT 
  
This report consists of three parts: the basic financial statements, notes to those statements, and required 
supplemental  information.    The  basic  financial  statements  include  a  Statement  of  Net  Position,  a 
Statement of Revenues, Expenses and Changes in Net Position, and a Statement of Cash Flows.   
 
The Statement of Net Position and Statement of Revenues, Expenses, and Changes in Net Position reflect 
how the School did financially during fiscal year 2019.  These statements include all assets and deferred 
outflows of resources, liabilities, and deferred inflows of resources using the accrual basis of accounting 
similar to the accounting used by most private‐sector companies. This basis of accounting includes all of 
the current year revenues and expenses regardless of when cash is received or paid.  
 
These statements report the School’s Net Position and changes in Net Position. This change in Net Position 
is  important  because  it  tells  the  reader whether  the  financial  position of  the  School  has  improved or 
diminished. The causes of this change may be the result of many factors, some financial, some not. Non‐
financial factors include the School’s’ student enrollment, per‐pupil funding as determined by the State 
of  Ohio,  change  in  technology,  required  educational  programs  and  other  factors.  The  School  uses 
enterprise presentation for all of its activities.

Attachment 26: Audited Financial Statements Page 4315



NORTHEAST OHIO COLLEGE PREPARATORY SCHOOL ‐ CUYAHOGA COUNTY 
 
MANAGEMENT’S DISCUSSION AND ANALYSIS  
FOR THE YEAR ENDED JUNE 30, 2019 (UNAUDITED) 
 

6 
 

USING THIS ANNUAL REPORT (continued) 
 
Statement of Net Position ‐ The Statement of Net Position answers the question of how the School did 
financially during 2019.  This statement includes all assets, deferred outflows of resources, liabilities, and 
deferred inflows of resources, both financial and capital, and short‐term and long‐term using the accrual 
basis of accounting and economic resource focus, which is similar to the accounting used by most private‐
sector companies.  This basis of accounting takes into account all revenues and expenses during the year, 
regardless of when the cash is received or paid.     
 
Table 1 provides a summary of the School’s Net Position for fiscal year 2019 compared to fiscal year 2018. 

 

Assets

Current Assets  $                 875,892  $             1,005,040 

Noncurrent Assets                 1,278,582                     971,051 

Capital Assets, Net                       23,533                                 ‐  

     Total Assets                 2,178,007                  1,976,091 

Deferred Outflows of Resources                 1,469,785                  3,384,548 

        

Liabilities       

Current Liabilities                 3,041,990                  2,791,391 

NonCurrent Liabilities                 5,208,732                  8,437,765 

      Total Liabilties                 8,250,722               11,229,156 

Deferred Inflows of Resources                 3,331,145                  1,964,665 

Net Position

Invested in Capital Assets                       23,533                                 ‐  

Unrestricted               (7,957,608)               (7,833,182)

      Total Net Position  $           (7,934,075)  $           (7,833,182)

 

Table 1

Statement of Net Position

2019 2018

 
Over time, Net Position can serve as a useful indicator of a government’s financial position.  At June 30, 
2019, the School’s net position totaled $(7,934,075), which includes impact of net pension/OPEB liabilities 
and related accruals totaling ($6,537,254.) 
 
Current assets represent cash and cash equivalents, intergovernmental receivables, accounts receivable, 
other assets and notes receivable.  Current liabilities represent accounts payable and advances payable.
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USING THIS ANNUAL REPORT (continued) 
 
The  School  has  adopted  GASB  Statement  68,  “Accounting  and  Financial  Reporting  for  Pensions—an 
Amendment of GASB Statement 27,” and GASB Statement 75, “Accounting and Financial Reporting for 
Postemployment  Benefits  Other  Than  Pensions,”  which  significantly  revises  accounting  for  costs  and 
liabilities related to other postemployment benefits (OPEB).  For reasons discussed below, many end users 
of this financial statement will gain a clearer understanding of the School’s actual financial condition by 
adding deferred inflows related to pension and OPEB, the net pension liability and the net OPEB liability 
to the reported net position and subtracting deferred outflows related to pension and OPEB and net OPEB 
asset. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports  prepared  in  accordance  with  generally  accepted  accounting  principles.    Prior  accounting  for 
pensions  (GASB  27)  and  postemployment  benefits  (GASB  45)  focused  on  a  funding  approach.    This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OBEP asset/liability.  GASB 68 and 
GASB 75  take  an  earnings  approach  to  pension  and OPEB  accounting;  however,  the  nature of Ohio’s 
statewide pension/OPEB plans and state law governing those systems requires additional explanation in 
order to properly understand the information presented in these statements. 

 
GASB  68  and GASB  75  require  the  net  pension  liability  and  the  net  OPEB  asset/liability  to  equal  the 
School’s proportionate share of each plan’s collective: 
 

1. Present  value  of  estimated  future  pension/OPEB  benefits  attributable  to  active  and  inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 

GASB  notes  that  pension  and  OPEB  obligations,  whether  funded  or  unfunded,  are  part  of  the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, 
and the promise of a future pension and other postemployment benefits.  GASB noted that the unfunded 
portion of this promise is a present obligation of the government, part of a bargained‐for benefit to the 
employee, and should accordingly be reported by the government as a liability since they received the 
benefit of  the exchange.   However,  the School  is not  responsible  for  certain  key  factors affecting  the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement  systems  to  provide  healthcare  to  eligible  benefit  recipients.    The  retirement  systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
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USING THIS ANNUAL REPORT (continued) 
 
The  employee  enters  the  employment  exchange with  the  knowledge  that  the  employer’s  promise  is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a specific, 
legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the 
unfunded  liability  of  the  pension/OPEB  plan  as  against  the  public  employer.    State  law  operates  to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the  employment  exchange  with  notice  as  to  the  law.    The  retirement  system  is  responsible  for  the 
administration of the pension and OPEB plans 
 
Most long‐term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time‐off or termination payments.  There is no repayment 
schedule  for  the net  pension  liability  or  the  net OPEB  asset/liability.    As  explained  above,  changes  in 
benefits,  contribution  rates,  and  return on  investments  affect  the balance of  these  liabilities,  but  are 
outside the control of the  local government.    In the event that contributions,  investment returns, and 
other changes are insufficient to keep up with required payments, State statute does not assign/identify 
the responsible party for the unfunded portion.  Due to the unique nature of how the net pension liability 
and  the net OPEB  liability  are  satisfied,  these  liabilities  are  separately  identified within  the  long‐term 
liability section of the statement of net position. 
 
In  accordance  with  GASB  68  and  GASB  75,  the  School’s  statements  prepared  on  an  accrual  basis  of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB asset/liability, respectively, not accounted for 
as deferred inflows/outflows.  
 
The decrease in current assets was due to an decrease in current portion of notes receivable over last 
year. The increase in current liabilities is due to the increased balance in payables outstanding at year end. 

 
There was a significant change in net pension / OPEB liability / asset for the school.  The fluctuations are 
due  to changes  in  the actuarial  liabilities  / assets and  related accruals  that are passed  through  to  the 
school’s financial statement.  All components of pension and OPEB accruals contribute to the fluctuations 
in deferred outflows  /  inflows and net pension  liabilities/net OPEB  liabilities/net OPEB assets  and are 
described in more detail in their respective notes. 
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USING THIS ANNUAL REPORT (continued) 
 
Statement of Revenues, Expenses and Changes in Net Position ‐ Table 2 shows the change in Net Position 
for fiscal years 2019 and 2018, as well as a listing of revenues and expenses.   This change in Net Position 
is important because it tells the reader that, for the School as a whole, the financial position of the School 
has improved or diminished. The cause of this may be the result of many factors, some financial, some 
not.  Non‐financial factors include the current laws in Ohio restricting revenue growth, facility conditions, 
required educational programs and other factors. 
 

Operating Revenues

State Aid   $             3,836,559  $             4,403,912 

Miscellaneous                          1,512                       86,714 

     Total Operating Revenues                 3,838,071                 4,490,626 

Operating Expenses      

Salaries                 1,857,580                 2,451,027 

Fringe Benefits                      275,318                (1,114,932)

Purchased Services                 2,608,503                 2,776,579 

Materials and Supplies                     110,563                     210,072 

Depreciation                       11,767                                 ‐  

Other Operating Expenses                       56,530                       65,760 

      Total Operating Expenses                 4,920,261                 4,388,506 

Operating Income (Loss)               (1,082,190)                    102,120 

Non‐Operating Revenues (Expenses)

Federal Grants                     777,911                     779,610 

Intergovernmental Revenue                     323,546                     371,325 

Interest Income                       62,263                                 ‐  

Interest Expense                   (182,423)                   (182,426)

      Total Non‐Operating Revenues (Expenses)                     981,297                     968,509 

 

Change in Net Position (100,893)$                1,070,629$             

Table 2

Change in Net Position

2019 2018

 
State Aid and Federal Grants revenue decreased during the year due to declining enrollment.  In addition, 
various  operating  expenses  declined  due  to  declining  enrollment.  This  is  also  the  primary  factor  for 
decreases in salaries and purchased services. 
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USING THIS ANNUAL REPORT (continued) 
 
In addition  to  the decreases highlighted above, pension expense  increased due  to  changes  in  the net 
pension/ OPEB liability/asset and related accruals. See Note 10 and 11 for additional details. 
 

CAPITAL ASSETS  
 
At fiscal year‐end, the net book value of the School’s capital assets was $23,533.   For more information 
on capital assets, see Note 5 of the Basic Financial Statements. 
 

WORKING CAPITAL ADVANCES 
 
During the fiscal year, the School received working capital monies from Charter School Capital through a 
receivables  purchase  agreement.  As  the  School  receives  monthly  State  funding,  these  advances  are 
repaid,  however,  the  School may elect  to  receive  additional  advances  from Charter  School  Capital  by 
entering into additional agreements. For more information in advances see Note 6 of the Basic Financial 
Statements. In addition, the School has a note payable outstanding with ACCEL (management company, 
see note 15) in the amount of $227,320 to cover prior year lease costs due to lessor. See Note 7 for further 
information. 
 

CURRENT FINANCIAL ISSUES 
 
The School  is a community School and  is  funded through the State of Ohio Foundation Program.  The 
School relies on this, as well as, State and Federal funds as its primary source of revenue.   In 2019, the 
State  raised  the  base  per  pupil  funding  to  $6,020,  which  is  up  from  $6,010  in  the  previous 
year.  Additionally, community schools in Ohio will be allocated a small amount of facilities funding which 
is also per pupil based.  This amount is projected to be approximately $200 per pupil. 
 
The full‐time equivalent enrollment of the School for the year ended June 30, 2019 was 436 compared to 
a figure of 487 at the end of fiscal year 2018. 
 
Overall, the School will continue to provide learning opportunities and apply resources to best meet the 
needs of the students served.  
 

CONTACTING THE SCHOOL’S FINANCIAL MANAGEMENT  
 
This financial report is designed to provide our citizen’s, taxpayers, investors and creditors with a general 
overview of the School’s finances and to demonstrate accountability for the money it receives. If you have 
questions about this report or need additional information contact the School’s Fiscal Officer, C. David 
Massa, CPA, of Massa Financial Solutions, LLC, 2357 Tremont Avenue, Cleveland, Ohio 44113. 
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NORTHEAST OHIO COLLEGE PREPARATORY SCHOOL 
 CUYAHOGA COUNTY, OHIO 

   
Statement of Net Position 

At June 30, 2019 
Assets:

Current Assets:

    Cash and Cash Equivalents 120,524$            

    Intergovernmental Receivable 120,217

    Notes Receivable ‐ Current Portion 120,555

    Accounts Receivable ‐ Other 511,768

    Other Assets 2,828

      Total Current Assets 875,892

Noncurrent Assets:

  Net OPEB Asset  305,518

  Notes Receivable, net of current portion 23,533

  Capital Assets, Net of Accumulated Depreciation 973,064

      Total Noncurrent Assets 1,302,115

Total Assets 2,178,007           

Deferred Outflows of Resources:

   Pension 1,426,146

   OPEB 43,639

Total Deferred Outflows of Resources 1,469,785           

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 136,714              

    Accounts Payable, Related Party 1,985,876           

    Advances Payable 919,400              

       Total Current Liabilities 3,041,990           

Noncurrent Liabilities:

  Note Payable ‐ Accel 227,320              

  Net Pension Liability 4,729,087

  Net OPEB Liability 252,325

    Total Noncurrent Liabilities 5,208,732

       Total Liabilities 8,250,722

Deferred Inflows of Resources:

    Pension 2,167,895

    OPEB  1,163,250

Total Deferred Inflows of Resources 3,331,145           

Net Position:

  Invested in Capital Assets 23,533

  Unrestricted  (7,957,608)

  Total Net Position (7,934,075)$       

See Accompanying Notes to the Basic Financial Statements
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NORTHEAST OHIO COLLEGE PREPARATORY SCHOOL  
 CUYAHOGA COUNTY, OHIO 

   
Statement of Revenues, 

Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2019 

 
 

Operating Revenues:

  State Aid 3,836,559$       

  Miscellaneous 1,512

    Total Operating Revenues 3,838,071

Operating Expenses:

  Salaries 1,857,580         

  Fringe Benefits 275,318            

  Purchased Services 2,608,503

  Depreciation 11,767

  Supplies 110,563

  Other Operating Expenses 56,530

    Total Operating Expenses 4,920,261

      Operating Loss (1,082,190)

Non‐Operating Revenues and (Expenses):

  Federal and State Grants  777,911

  Intergovernmental Revenues 323,546            

  Interest Income 62,263               

  Interest Expense (182,423)           

    Net Non‐operating Revenues and (Expenses) 981,297

Change in Net Position (100,893)           

Net Position Beginning of Year (7,833,182)        

Net Position End of Year (7,934,075)$     

See Accompanying Notes to the Basic Financial Statements
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NORTHEAST OHIO COLLEGE PREPARATORY SCHOOL  
CUYAHOGA COUNTY, OHIO 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2019 

 
 

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 3,853,991$       

Other Operating Receipts 1,512                 

Cash Payments to Suppliers for Goods and Services (2,089,495)        

Cash Payments to Employees for Services (1,857,580)        

Cash Payments for Employee Benefits (456,002)           

Net Cash Used For Operating Activities (547,574)           

CASH FLOWS FROM CAPITAL RELATED FINANCING ACTIVITIES

Purchase of Assets (35,300)             

Net Cash Used for Capital Related Financing Activities (35,300)             

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Intergovernmental Revenues 323,546            

Federal and State Grant Receipts 672,395            

Charter School Capital Advances 2,510,600         

Charter School Capital Cost of Funding (176,740)           

Charter School Capital Redemptions (2,884,100)        

Note Receivable Principal Payments 183,889            

Note Receivable Interest Payments 62,263               

Note Interest Expense Payments (5,683)                

Net Cash Provided By Noncapital Financing Activities 686,170            

Net Increase in Cash and Cash Equivalents 103,296            

Cash and Cash Equivalents ‐ Beginning of the Year 17,228               

Cash and Cash Equivalents ‐ Ending of the Year 120,524$          

See Accompanying Notes to the Basic Financial Statements  
 
 
 
 
 
 
 

 
 

(Continued)
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NORTHEAST OHIO COLLEGE PREPARATORY SCHOOL  
CUYAHOGA COUNTY, OHIO  

 
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2019 
(Continued) 

 

Reconciliation of Operating Loss to Net Cash Used For Operating Activities

Operating Loss (1,082,190)$     

Adjustments to Reconcile Operating Loss to Net Cash Used For Operating Activities

Depreciation 11,767               

Changes in Assets, Liabilities, and Deferred Inflows and Outflows:

(Increase)/Decrease in Accounts Receivables (7,349)                

(Increase)/ Decrease in Deferred Outflows 1,914,763         

Increase/ (Decrease) in Deferred Inflows 1,366,480         

Increase/ (Decrease) in Net Pension Liability (1,898,028)        

(Increase)/Decrease in Other Assets 159,407            

Increase/(Decrease) in Accounts Payable 633,803            

(Increase)/Decrease in Net OPEB Asset (305,518)           

Increase/(Decrease) in Withholdings Payable (9,704)                

Increase/(Decrease) in Net OPEB Liabil ity (1,331,005)        

Net Cash Used For Operating Activities (547,574)$         

See Accompanying Notes to the Basic Financial Statements
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NOTE 1 ‐ DESCRIPTION OF THE ENTITY 
 
The  Northeast  Ohio  College  Preparatory  School,  (the  School)  is  a  nonprofit  corporation  established 
pursuant to Ohio Revised Code Chapters 3314 and 1702.  The School’s mission is to provide an orderly 
and supportive environment whereby students experience preparations for college, career and life. The 
School  operates  on  a  foundation,  which  fosters  character  building  for  all  students,  parents  and  staff 
members.  The School, which is part of the State’s education program, is independent of any School and 
is nonsectarian in its programs, admission policies, employment practices, and all other operations.  The 
School may acquire facilities as needed and contract for any services necessary for the operation of the 
School. 

 
The  School  was  approved  for  operation  under  a  contract  with  Ohio  Council  of  Community  Schools 
(“OCCS”) (the Sponsor) for a five‐year period commencing on July 1, 2015.  The Sponsor is responsible for 
evaluating the performance of the School and has the authority to deny renewal of the contract at  its 
expiration or terminate the contract prior to its expiration.  

 
The School operates under the direction of a Board of Directors (the Board).  The Board is responsible for 
carrying out the provisions of the contract which include, but are not limited to, state mandated provisions 
regarding  student  populations,  curriculum,  academic  goals,  performance  standards,  admissions 
standards, and qualifications of teachers.  The Board controls the School’s instructional and administrative 
staff. The contracts with ACCEL Schools of Ohio (management company, see note 15) to assist in the daily 
operations of the school. 
 

NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The basic financial statements of the School have been prepared in conformity with generally accepted 
accounting  principles  (GAAP)  as  applied  to  governmental  nonprofit  organizations.  The  Governmental 
Accounting Standards Board (GASB) is the accepted standard‐setting body for establishing governmental 
accounting and financial reporting principles. The more significant of the School’s accounting policies are 
described below. 

 
Basis of Presentation ‐ The School’s basic financial statements consist of a Statement of Net Position, a 
Statement of Revenues, Expenses and Change in Net Position, and a Statement of Cash Flows. Enterprise 
fund  reporting  focuses on  the determination of  the  changes Net  Position,  financial  position  and  cash 
flows. 

 
The Government Accounting  Standards Board  identifies  the presentation of  all  financial  activity  to be 
reported within one enterprise fund for year‐ending reporting purposes.  Enterprise accounting is used to 
account for operations that are financed and operated in a manner similar to private business enterprise 
where the  intent  is that the cost  (expense) of providing goods and services to the general public on a 
continuing basis be financed or recovered primarily through user charges. 
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NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Measurement  Focus  and  Basis  of  Accounting  ‐  The  accounting  and  financial  reporting  treatment  is 
determined  by  measurement  focus.  Enterprise  accounting  uses  a  flow  of  economic  resources 
measurement  focus. Under  this measurement  focus,  all  assets,  all  deferred  outflows of  resources,  all 
liabilities,  and  all  deferred  inflows  of  resources  are  included  on  the  Statement  of  Net  Position.  The 
Statement of Revenues, Expenses and Changes  in Net Position presents  increases (e.g., revenues) and 
decreases (e.g., expenses) in total Net Position. 

 
Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported in 
the financial statements. The accrual basis of accounting is used for reporting purposes.  Revenues are 
recognized when they are earned, and expenses are recognized when they are incurred.  
 

Budgetary Process ‐ Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C). However, unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter  5705,  unless  specifically  provided  in  the  contract  between  the  School  and  its  Sponsor.  The 
contract between the School and its Sponsor does not require the School to follow the provisions Ohio 
Revised  Code  Chapter  5705;  therefore,  no  budgetary  information  is  presented  in  the  basic  financial 
statements. 

         
Cash and Cash Equivalents ‐ Cash received by the School is reflected as “Cash and Cash Equivalents” on 
the Statement of Net Position.  The School did not have any investments during the period ended June 
30, 2019. 
       
Estimates  ‐ The preparation of  financial  statements  in  conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from these estimates. 
 
Capital  Assets  and  Depreciation  ‐  Capital  assets  are  capitalized  at  cost.  Donated  Capital  Assets  are 
recorded at  their acquisition values as of the date received. The costs of additions are capitalized and 
expenditures for repairs and maintenance are expensed when incurred.  When property is sold or retired, 
the related costs and accumulated depreciation are removed from the financial records and any gain or 
loss is included in additions to or deductions from Net Position. Capital assets had a net book value of 
$23,533 at June 30, 2019, net of accumulated depreciation. Depreciation of capital assets is calculated 
utilizing the straight‐line method over the estimated useful lives of the asset which are as follows: 

  
Asset Class          Useful Life 
Computers & Software         3 years 

  Furniture, Fixtures, & Equipment                5 years 
       Textbooks          3 years          

 
The School’s policy for asset capitalization threshold is $5,000. Assets or certain asset groups not meeting 
the  capitalization  threshold  are  not  capitalized  and  are  not  included  in  the  assets  represented  in  the 
accompany statement of Net Position. 

Attachment 26: Audited Financial Statements Page 4326



NORTHEAST OHIO COLLEGE PREPARATORY SCHOOL ‐ CUYAHOGA COUNTY, OHIO 
 

NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2019 
 

17 
 

NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Intergovernmental  Revenues  ‐  The  School  currently  participates  in  the  State  Foundation  Program. 
Revenues received from this program are recognized as operating revenues in the accounting period in 
which all eligibility requirements have been met. 

 
Grants and entitlements are  recognized as non‐operating  revenues  in  the accounting period  in which 
eligibility requirements have been met. 
 
Eligibility  requirements  include  timing  requirements,  which  specify  the  year  when  the  resources  are 
required to be used or the fiscal year when use is first permitted, matching requirements, in which the 
School must provide local resources to be used for a specified purpose, and expenditure requirements, in 
which the resources are provided to the School on a reimbursement basis. 

 
The  School  also  participates  in  various  federal  programs  passed  through  the  Ohio  Department  of 
Education. 

 
Also, during the fiscal year, the School received a pro‐rata share of property tax distributions from the 
Cleveland Municipal School (CMSD) as part of a partnership agreement executed between the School and 
CMSD. 

 
Under the above programs the School recorded $3,836,559 this fiscal year from the Foundation Program 
and Casino Tax Revenues, $777,911 from Federal and State Grants and $323,546 of CMSD property tax 
distributions. 
 
Compensated Absences  ‐ Vacation  is  taken  in a manner which  corresponds with  the  school  calendar; 
therefore, the School does not accrue vacation time as a liability. Sick/personal leave benefits are earned 
by full‐time employees at the rate of eight days per year and cannot be carried into the subsequent years.  
No  accrual  for  sick  time  is  made  since  unused  time  is  not  paid  to  employees  upon  employment 
termination. 
 
Accrued Liabilities ‐ Obligations incurred but unpaid at June 30 are reported as accrued liabilities in the 
accompanying financial statements.  These liabilities consisted of Accounts Payable and Advances Payable 
and totaled $3,041,990 at June 30, 2019. 

 
Exchange and Non‐Exchange Transactions ‐ Revenue resulting from exchange transactions, in which each 
party gives and receives essentially equal value, is recorded on the accrual basis when the exchange takes 
place. Non‐exchange transactions, in which the School receives value without directly giving equal value 
in return, include grants, entitlements and donations.  Revenue from grants, entitlements and donations 
is  recognized  in  the  fiscal  year  in  which  all  eligibility  requirements  have  been  satisfied.    Eligibility 
requirements include timing requirements, which specify the year when the resources are required to be 
used or  the  fiscal  year when use  is  first permitted, matching  requirements,  in which  the School must 
provide local resources to be used for a specified purpose, and expenditures requirements, in which the 
resources are provided to the School on a reimbursement basis.
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NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Deferred Inflows and Deferred Outflows of Resources ‐ In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of  resources  represent  a  consumption of  net  position  that  applies  to  a  future period  and will  not  be 
recognized  as  an  outflow  of  resources  (expense/expenditure)  until  then.    For  the  School,  deferred 
outflows of resources are reported on the statement of net position for pension and OPEB.  The deferred 
outflows of resources related to pension and OPEB plans are explained in Note 10 and 11. 
 
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. For the School, deferred inflows of resources include 
pension and OPEB. These amounts are deferred and recognized as an inflow of resources in the period 
the amounts become available.   Deferred  inflows of  resources  related to pension and OPEB plans are 
reported on the statement of net position. (See Note 10 and 11)  
         
Net Position  ‐ Net position represents  the difference between assets, deferred outflows of  resources, 
liabilities,  and  deferred  inflows  of  resources.  Net  Position  is  reported  as  restricted  when  there  are 
limitations imposed on their use through external restriction imposed by creditors, grantors, or laws and 
regulations of other governments.  The School applies restricted resources when an expense is incurred 
for purposes for which both restricted and unrestricted Net Position are available. Net Position invested 
in capital assets consist of capital assets, net of accumulated depreciation, reduced by the outstanding 
balances of any borrowings used for the acquisition, construction, or improvement of those assets. 

 
Operating and Non‐Operating Revenues and Expenses ‐ Operating revenues are those revenues that are 
generated directly from the primary activities of the School.  For the School, these revenues are primarily 
the State Foundation program.  Operating expenses are necessary costs incurred to provide the good or 
service that is the primary activity of the School.  All revenues and expenses not meeting this definition 
are reported as non‐operating.   
 
Non‐operating revenues are those revenues that are not generated directly from the primary activities of 
the School.  Various federal and state grants, interest earnings, if any, and other miscellaneous revenues 
comprise  the  non‐operating  revenues  of  the  School.    Interest  and  fiscal  charges  on  outstanding 
obligations, as well as gain or loss on capital asset disposals, if any comprise the non‐operating expenses. 

 
Pensions/Other Postemployment Benefits  (OPEB) – For purposes of measuring  the net pension/OPEB 
asset/liability,  deferred  outflows  of  resources  and  deferred  inflows  of  resources  related  to 
pensions/OPEB,  and  pension/OPEB  expense,  information  about  the  fiduciary  net  position  of  the 
pension/OPEB plans and additions to/deductions from their fiduciary net position have been determined 
on the same basis as they are reported by the pension/OPEB plan.  For this purpose, benefit payments 
(including refunds of employee contributions) are recognized when due and payable in accordance with 
the benefit terms.  The pension/OPEB plans report investments at fair value. 
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NOTE 3 ‐ CASH AND CASH EQUIVALENTS 
 
The  following  information  classifies  deposits  by  category  of  risk  as  defined  in  GASB  Statement  No.3 
“Deposits  with  Financial  Institutions,  Investments  (including  Repurchase  Agreements)  and  Reverse 
Repurchase  Agreements,”  as  amended  by  GASB  Statement  No.40,  “Deposit,  and  Investment  Risk 
Disclosures”. 

 
The School maintains its cash balances at one financial institution, PNC Bank, located in Ohio. The balances 
are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account. 
At  June 30, 2019,  the book amount of  the School’s deposits was $120,524 and  the bank balance was 
$134,042.  
 
The School had no deposit policy  for custodial risk beyond the requirement of state statute. Ohio  law 
requires that deposits either be insured or be protected by eligible securities pledged to and deposited 
either with the School or a qualified trustee by the financial institution as security for repayment or by a 
collateral pool of eligible securities deposited with a qualified trustee to secure repayment of all public 
monies deposited in the financial institution whose market value shall be at least 105% of deposits being 
secured. At June 30, 2019, none of the bank balance was exposed to custodial credit risk. 

 
NOTE 4 ‐ RECEIVABLES 
 
The School had Accounts receivables totaling $511,768 at June 30, 2019. These receivables represented 
reimbursements  due  to  the  School,  but  not  received  as  of  June  30,  2019.    The  School  also  had 
Intergovernmental receivables of $120,217 at June 30, 2019. These receivables represented monies due 
to the School from the Federal programs and a State funding adjustment from the ODE, but not received 
as of June 30, 2019.   Amounts are expected to be collected within one year. 
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NOTE 4 – RECEIVABLES (continued) 
 
Notes Receivable ‐ During the fiscal year ending 2016, the School converted amounts owed from other 
community schools managed by  I CAN Schools  into promissory notes. The first note  is with Lake Erie 
Preparatory in the amount of $187,000. The note began on June 30, 2016 and matures on June 30, 2026. 
The  annual  interest  rate  is  3.5%.  The  second  note with  Akron  Preparatory  School  in  the  amount  of 
$555,500. The note began on June 30, 2016 and matures on June 30, 2026. The annual interest rate is 
3.5%. The third note is with Ohio College Preparatory School in the amount of $105,000. The note began 
on June 30, 2016 and matures on June 30, 2026. The annual interest rate is 3.5%. The fourth note is with 
Canton College Preparatory School  in the amount of $475,000. The note began on June 30, 2016 and 
matures on June 30, 2026. The annual interest rate is 3.5%.  A schedule of amounts due as of June 30, 
2019 is as follows: 

 

NOTE 5 ‐ CAPITAL ASSETS  
 
For the period ending June 30, 2019, the School’s capital assets consisted of the following: 
 

 

Balance Balance
06/30/18 Additions Deletions 06/30/19

Capital Assets:
Computers & Software 609,119$      35,300$        -$           644,419$       
Furniture, Fixtures, and Equipment 148,297        -               -             148,297         
Textbooks 78,167         -               -             78,167           

Total Capital Assets 835,583        35,300          -             870,883         

Less Accumulated Depreciation:
Computers & Software (609,119)       (11,767)         -             (620,886)        
Furniture, Fixtures, and Equipment (148,297)       -               -             (148,297)        
Textbooks (78,167)        -               -             (78,167)          
Total Accumulated Depreciation (835,583)       (11,767)         -             (847,350)        

Total Capital Assets, Net -$             23,533$        -$           23,533$         

Balance Balance

06/30/18 Additions Reductions 06/30/19

 

Lake Erie Preparatory School 185,150$        ‐$                 (48,203)$      136,947$          17,656$       

Akron Preparatory School 530,529          ‐                    (126,112)      404,417            52,601         

Ohio College Preparatory School 86,829             ‐                    (9,574)           77,255              9,914           

Canton College Preparatory School 475,000          ‐                    ‐                 475,000            40,384         

Total Notes Receivable 1,277,508$    ‐$                 (183,889)$    1,093,619$      120,555$    

Due Within 

One Year
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NOTE 6 ‐ ADVANCES PAYABLE 
 
During the fiscal year ending 2019, the School received working capital advances from Charter School 
Capital  through a  receivables purchase agreement. As  the School  receives  its monthly State  funding, 
these  advances  are  repaid,  however,  the  School may  elect  to  receive  future  advances  from  Charter 
School Capital by entering into additional agreements.  
 

The total amount of advances payable at June 30, 2019 was $919,400.  The School paid $176,740 in cost 
of funding charges during the fiscal year 2019. The activity for the year is reflected as follows: 

NOTE 7 ‐ LONG‐TERM OBLIGATIONS 
 
The changes in the School’s long‐term obligations during fiscal year 2019 were as follows: 

 
In  fiscal year 2018,  the School’s management company, Accel Schools  issued a note  in  the amount of 
$227,320 to cover prior year lease costs due to lessor.  The note has a maturity date of August 30, 2021 
and an interest rate of 2.5%.  No principal is due prior to the maturity date. Interest paid during 2019 was 
$5,683.   
 
In the event of default, the Lender, at its option, may if permitted by law, increase the interest rate up to 
5.00 percentage points higher than the current interest rate in addition to the note becoming accelerate 
and  immediately due and payable.   If  judgement  is  entered  in  connection with  this note,  interest will 
continue to accrue on this note after judgement at the interest rate applicable to this note at the time of 
judgement. Items of default include failure to make timely payments, failure to comply with management 
company contract, making false statements, dissolution or insolvency, creditor or forfeiture proceedings, 
or School closure.  
 

 

Balance 

6/30/2018 Additions Reductions

Balance 

6/30/2019

Due Within 

the Year

Post Employment Liability:

Net Pension Liability 6,627,115$       ‐$                   (1,898,028)$    4,729,087$      ‐$                  

Net OPEB Liability 1,583,330          ‐                     (1,331,005)       252,325            ‐                    

Total Post Employment Liability 8,210,445          ‐                     (3,229,033)       4,981,412        ‐                    

Direct Borrowing:

Notes Payable ‐ Accel Schools 227,320             ‐                     ‐                     227,320            ‐                    

Total Long‐Term Obligations 8,437,765$       ‐$                   (3,229,033)$    5,208,732$      ‐$                  

Balance 

6/30/2018 Additions Reductions

Balance 

6/30/2019

Charter School Capital 1,292,900$         2,510,600$       (2,884,100)$     919,400$           

1,292,900$         2,510,600$         (2,884,100)$     919,400$           
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NOTE 8 ‐ PURCHASED SERVICES 
 
For the period of July 1, 2018 through June 30, 2019, the School made the following purchased services 
commitments: 

Purchased Services Amount
Professional Services 1,324,803$     
Property Services 430,900

   Utilities 148,636
Travel & Meetings 575
Communications 80,581
Contractual Trade 319,524
Pupil Transportation 303,484

Total $2,603,503
 

 
NOTE 9 ‐ RISK MANAGEMENT 

 
Property & Liability ‐ The School is exposed to various risks of loss related to torts; theft of, damage to, 
and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  During the 
fiscal year ending June 30, 2019, the School contracted with Cincinnati Insurance Company for general 
liability  insurance  with  a  $1,000,000  each  occurrence/  $2,000,000  annual  aggregate,  as  well  as,  an 
umbrella policy with a $10,000,000 aggregate  limit.   The School also had a $1,000,000 School Leaders 
policy in place through National Union Fire Insurance.  There were no settlements in excess of insurance 
coverage over the past 3 years, nor has insurance coverage significantly reduced from the prior year.  

 
Workers’  Compensation  ‐  The  School  pays  the  State Worker’s  Compensation  System  a  premium  for 
employee injury coverage.  The premium is calculated by multiplying the monthly total gross payroll by a 
factor that is calculated by the State.  

 
Employee Medical  and  Dental  Benefits  ‐  The  School  provides  medical,  vision,  and  dental  insurance 
benefits through Aetna to all  full‐time employees. During the School year,  the School paid 90% of the 
monthly premiums for all employees. 
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NOTE 10 ‐ DEFINED BENEFIT PENSIONS PLANS 
   

Net Pension Liability 
 
The net pension liability reported on the statement of net position represents a liability to employees for 
pensions.  Pensions  are  a  component  of  exchange  transactions—between  an  employer  and  its 
employees—of salaries and benefits for employee services.  Pensions are provided to an employee—on a 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for pensions is a present obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net pension  liability  represents  the School’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long‐
term  variables,  including  estimated  average  life  expectancies,  earnings  on  investments,  cost  of  living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   

 
Ohio Revised Code  limits  the School’s obligation for  this  liability  to annually  required payments.     The 
School cannot control benefit terms or the manner in which pensions are financed; however, the School 
does receive the benefit of employees’ services in exchange for compensation including pension.  

 
GASB 68  assumes  the  liability  is  solely  the obligation of  the  employer,  because  (1)  they benefit  from 
employee  services;  and  (2)  State  statute  requires  all  funding  to  come  from  these  employers.    All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State  legislature.   Any resulting  legislative change to benefits or funding could 
significantly affect the net pension liability.  Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net pension liability 
on  the  accrual  basis  of  accounting.    Any  liability  for  the  contractually‐required  pension  contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   
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NOTE 10 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 

Plan Description ‐ School Employees Retirement System (SERS) 
 
Plan Description – School non‐teaching employees participate in SERS, a statewide, cost‐sharing multiple‐
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability and 
survivor  benefits  to  plan  members  and  beneficiaries.    Authority  to  establish  and  amend  benefits  is 
provided by Ohio Revised Code Chapter 3309.  SERS issues a publicly available, stand‐alone financial report 
that includes financial statements, required supplementary information and detailed information about 
SERS’ fiduciary net position.  That report can be obtained by visiting the SERS website at www.ohsers.org 
under Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 
  

 
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the School is required to contribute 14 percent of annual covered payroll.  The contribution requirements 
of plan members and employers are established and may be amended by the SERS’ Retirement Board up 
to  statutory maximum amounts of  10 percent  for plan members  and 14 percent  for  employers.    The 
Retirement Board, acting with the advice of the actuary, allocates the employer contribution rate among 
four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care 
Fund).  For the fiscal year ended June 30, 2019, the allocation to pension, death benefits, and Medicare B 
was 13.5 percent.  SERS allocated 0.5 percent of employer contributions to the Health Care Fund for fiscal 
year 2019. 
 
The School’s contractually required contribution to SERS was $33,136 for fiscal year 2019.  
 
 
 
 
 
 
 
 
 
 
 

 

Eligible to Retire before Eligible to Retire on or after

August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or

Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
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NOTE 10 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost‐
sharing multiple‐employer  public  employee  retirement  system  administered  by  STRS.    STRS  provides 
retirement and disability benefits  to members and death and survivor benefits  to beneficiaries.    STRS 
issues  a  stand‐alone  financial  report  that  includes  financial  statements,  required  supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215‐3771, by calling (888) 227‐7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New  members  have  a  choice  of  three  retirement  plans;  a  Defined  Benefit  (DB)  Plan,  a  Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307. 
For the DB Plan, from August 1, 2015–July 1, 2017, any member could retire with reduced benefits who 
had (1) five years of service credit and age 60; (2) 26 years of service credit and age 55; or (3) 30 years of 
service  credit  regardless  of  age.  Effective  August  1,  2017–July  1,  2019,  any member may  retire with 
reduced benefits who has (1) five years of service credit and age 60; (2) 27 years of service credit and age 
55; or  (3) 30 years of service credit  regardless of age. Eligibility changes will  continue to be phased  in 
through August 1, 2026, when retirement eligibility for unreduced benefits will be five years of service 
credit and age 65, or 35 years of  service credit and at  least age 60. Retirement eligibility  for  reduced 
benefits will be five years of service credit and age 60, or 30 years of service credit regardless of age. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.    The  remaining 4.5 percent of  the 14 percent employer  rate  is  allocated  to  the defined 
benefit unfunded liability.  Effective July 1, 2017, employer contributions of 9.53 percent are placed in the 
investment accounts and the remaining 4.47 percent of the 14 percent employer rate is allocated to the 
defined benefit unfunded  liability. A member  is eligible  to  receive a  retirement benefit at age 50 and 
termination of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum 
withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
In the Combined Plan, member contributions are allocated among investment choices by the member, 
and employer contributions are used to fund a defined benefit payment. A member’s defined benefit is 
determined by multiplying one percent of the member’s final average salary by the member’s years of 
service credit. The defined benefit portion of the Combined Plan payment is payable to a member on or 
after age 60 with five years of service. The DC portion of the account may be taken as a  lump sum or 
converted to a lifetime monthly annuity at age 50 and termination of employment. 
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NOTE 10 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description ‐ State Teachers Retirement System (STRS) – continued  
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another  STRS plan.    The optional  annuitization of  a member’s defined  contribution account or  the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of  investment gain or  loss on the account.   STRS has therefore  included all three plan 
options as one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with  five or more years of credited service who  is determined to be 
disabled  may  qualify  for  a  disability  benefit.    Eligible  survivors  of  members  who  die  before  service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance.  
 
Funding  Policy  –  Employer  and  member  contribution  rates  are  established  by  the  State  Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2019, plan members were required to contribute 14 percent of their annual covered salary. The School 
was  required  to  contribute  14  percent;  the  entire  14  percent  was  the  portion  used  to  fund  pension 
obligations.  The fiscal year 2019 contribution rates were equal to the statutory maximum rates. 

 
The School’s contractually required contribution to STRS was $231,504 for fiscal year 2019.  
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
 
The net pension liability was measured as of June 30, 2018, and the total pension liability used to calculate 
the  net  pension  liability  was  determined  by  an  independent  actuarial  valuation  as  of  that  date.  The 
School's employer allocation percentage of the net pension liability was based on the employer’s share of 
employer contributions in the pension plan relative to the total employer contributions of all participating 
employers. Following is information related to the proportionate share and pension expense: 
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NOTE 10 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 

 
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual  investment earnings, differences between expected and 
actual  actuarial  experience,  changes  in  assumptions  and  changes  in  the  School’s  proportion  of  the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense  over  current  and  future  periods.  The  difference  between  projected  and  actual  investment 
earnings is recognized in pension expense using a straight‐line method over a five‐year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight‐line method. Employer 
contributions to the pension plan subsequent to the measurement date are also required to be reported 
as a deferred outflow of resources.  
 
At June 30, 2019 the School reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

SERS STRS Total

Proportion of the Net Pension Liability

  Prior Measurement Date 0.02938785% 0.02050605%

Proportion of the Net Pension Liability

  Current Measurement Date 0.00958000% 0.01901250%

Change in Proportionate Share -0.01980785% -0.00149355%

Proportionate Share of the Net Pension

  Liability 548,665               4,180,422            4,729,087            

Pension Expense 170,829               626,109               796,938               
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NOTE 10 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 

 
$264,640  reported  as  deferred  outflows  of  resources  related  to  pension  resulting  from  School 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2020.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to pension will be recognized in pension expense as follows:  
 
 
 
 
 
 
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 30,091                 96,496                 126,587               

Changes of assumptions 12,391                 740,849               753,240               

Net difference between projected and

  actual earnings on pension plan investments -                       -                       -                       

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 106,505               175,174               281,679               

School contributions subsequent to the 

  measurement date 33,136                 231,504               264,640               

Total Deferred Outflows of Resources 182,123               1,244,023            1,426,146            

-                       -                       

Deferred Inflows of Resources

Differences between expected and

  actual experience -                       27,301                 27,301                 

Changes of assumptions -                       -                       -                       

Net difference between projected and

  actual earnings on pension plan investments 15,202                 253,496               268,698               

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 1,045,345            826,551               1,871,896            

Total Deferred Inflows of Resources 1,060,547            1,107,348            2,167,895            
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NOTE 10 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 

 
Actuarial Assumptions ‐ SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67, 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment terminations).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits  for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and  the historical pattern of  sharing benefit  costs between  the employers and plan 
members  to  that point.  The projection of benefits  for  financial  reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long‐term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the  benefits,  if  any,  paid  to  the  employee  after  termination  of  employment  until  the  death  of  the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key  methods  and  assumptions  used  in  calculating  the  total  pension  liability  in  the  latest  actuarial 
valuation, prepared as of June 30, 2018, are presented below: 
 
 
 
 
 
 
 

SERS STRS Total

Fiscal Year Ending June 30:

2020 (502,994)              252,154                (250,840)              

2021 (385,896)              (40,499)                 (426,395)              

2022 (18,007)                (196,638)               (214,645)              

2023 (4,663)                  (109,846)               (114,509)              

-                       

-                                             -                       

Total (911,560)              (94,829)                 (1,006,389)           
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NOTE 10 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS – continued  
 

 
 
For post‐retirement mortality, the table used in evaluating allowances to be paid is the RP‐2014 Blue Collar 
Mortality Table with fully generational projection and Scale BB, with 120 percent of male rates and 110 
percent of female rates used. The RP‐2000 Disabled Mortality Table with 90 percent for male rates and 
100 percent for female rates set back five years is used for the period after disability retirement.  
 
The  long‐term  return  expectation  for  the  Pension  Plan  Investments  has  been  determined  by  using  a 
building‐block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A  forecasted  rate  of  inflation  serves  as  the  baseline  for  the  return  expectation.    Various  real  return 
premiums over  the baseline  inflation  rate have been established  for  each asset  class.    The  long‐term 
expected nominal rate of return has been determined by calculating an arithmetic weighted average of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the expected return from rebalancing uncorrelated asset classes. The asset allocation, as used in the June 
30, 2015 five‐year experience study, is summarized as follows: 
 

 
 
Discount Rate Total pension liability was calculated using the discount rate of 7.50 percent. The projection 
of  cash  flows  used  to  determine  the  discount  rate  assumed  that  employers  would  contribute  the 
actuarially  determined  contribution  rate  of  projected  compensation  over  the  remaining  26‐year 
amortization  period  of  the  unfunded  actuarial  accrued  liability.  Projected  inflows  from  investment 
earnings were calculated using the long‐term assumed investment rate of return (7.50 percent). Based on 
those  assumptions,  the  plan’s  fiduciary  net  position was  projected  to  be  available  to make  all  future 
benefit payments of current plan members. Therefore, the long‐term expected rate of return on pension 
plan investments was applied to all periods of projected benefits to determine the total pension liability.  
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)
COLA or Ad Hoc COLA 2.50 percent, on and after April 1, 2018, COLA's for future retirees 

will be delayed for three years following commencement

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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NOTE 10 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS – continued  
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the School’s proportionate share of the net pension liability calculated using 
the discount rate of 7.50 percent, as well as what the School’s net pension liability would be if it were 
calculated using a discount  rate  that  is one percentage point  lower  (6.50 percent), or one percentage 
point higher (8.50 percent) than the current rate. 

  
 
Actuarial Assumptions ‐ STRS 
 
The  total  pension  liability  in  the  July  1,  2018  actuarial  valuation was  determined  using  the  following 
actuarial assumptions, applied to all periods included in the measurement:  
 

 
 
Post‐retirement mortality rates are based on RP‐2014 Annuitant Mortality Table with 50 percent of rates 
through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 and 
84, and 100 percent of rates thereafter, projected forward generationally using mortality improvement 
scale MP‐2016; pre‐retirement mortality rates are based on RP‐2014 Employee Mortality Table, projected 
forward generationally using mortality improvement scale MP‐2016. 
 
The actuarial assumptions used in the July 1, 2018 valuation, were adopted by the board from the results 
of an actuarial experience study for July 1, 2011, through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 
 
 
 
 
 

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

School's proportionate share

  of the net pension liability $772,835 $548,665 $360,712

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Projected Payroll Growth 3.00 percent
Cost-of-Living Adjustments 0.00 percent
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NOTE 10 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – STRS – continued  
 

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.  Over  a  30‐year  period,  STRS’  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2018. The projection of cash flows used to determine the discount rate assumes that employer and 
member contributions will be made at statutory contribution rates of 14 percent each. For this purpose, 
only  employer  contributions  that  are  intended  to  fund  benefits  of  current  plan  members  and  their 
beneficiaries are included. Based on those assumptions, STRS’ fiduciary net position was projected to be 
available to make all projected future benefit payments to current plan members as of June 30, 2018. 
Therefore, the long‐term expected rate of return on pension plan investments of 7.45 percent was applied 
to all periods of projected benefit payments to determine the total pension liability as of June 30, 2018. 
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the School's proportionate share of the net pension liability as of June 
30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as what 
the School's proportionate share of the net pension liability would be if it were calculated using a discount 
rate that is one‐percentage‐point lower (6.45 percent) or one‐percentage‐point higher (8.45 percent) than 
the current assumption:  

  
 
 

 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

School's proportionate share

  of the net pension liability $6,104,956 $4,180,422 $2,551,565
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS 
 
Net OPEB Asset/Liability 

 
The net OPEB asset/liability reported on the statement of net position represents an asset or liability to 
employees  for  OPEB.  OPEB  is  a  component  of  exchange  transactions‐–between  an  employer  and  its 
employees—of salaries and benefits for employee services.   OPEB are provided to an employee—on a 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services  each  financial  period.    The  obligation  to  sacrifice  resources  for  OPEB  is  a  present  obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net OPEB asset/liability represents the School’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB asset/liability calculation is dependent on critical long‐
term  variables,  including  estimated  average  life  expectancies,  earnings  on  investments,  cost  of  living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting these estimates annually.   

 
Ohio Revised Code  limits  the School’s obligation for  this  liability  to annually  required payments.     The 
School cannot control benefit terms or the manner in which OPEB are financed; however, the School does 
receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the asset/liability is solely that of the employer, because they benefit from employee 
services.   OPEB contributions come from these employers and health care plan enrollees, which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio Revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
to benefits or funding could significantly affect the net OPEB asset/liability. Resulting adjustments to the 
net OPEB asset/liability would be  effective when  the  changes  are  legally  enforceable.  The  retirement 
systems may allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net OPEB asset/ 
liability on the accrual basis of accounting.  Any liability for the contractually‐required OPEB contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   

 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Health Care Plan Description  ‐ The School contributes to the SERS Health Care Fund, administered by 
SERS for non‐certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a 
cost‐sharing  other  postemployment  benefit  (OPEB)  plan.    SERS’ Health Care  Plan provides  healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the death of a member or retiree, are eligible for SERS’ health care coverage. Most retirees and  
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Plan Description ‐ School Employees Retirement System (SERS) – continued  
 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self‐insured preferred provider 
organization  for  its  non‐Medicare  retiree  population.  For  both  groups,  SERS  offers  a  self‐insured 
prescription drug program. Health care  is a benefit  that  is permitted, not mandated, by  statute.    The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the 
plan selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding  Policy  ‐  State  statute  permits  SERS  to  fund  the  health  care  benefits  through  employer 
contributions.    Each  year,  after  the  allocation  for  statutorily  required  pensions  and  benefits,  the 
Retirement Board may allocate  the  remainder of  the employer  contribution of 14 percent of  covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2019, 0.5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro‐rated if 
less than a full year of service credit was earned. For fiscal year 2019, this amount was $21,600. Statutes 
provide that no employer shall pay a health care surcharge greater than 2.0 percent of that employer’s 
SERS‐covered payroll; nor may SERS collect  in aggregate more than 1.5 percent of  the  total statewide 
SERS‐covered payroll for the health care surcharge.  For fiscal year 2019, the School’s surcharge obligation 
was $2,608.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The School’s contractually required contribution to SERS was 
$3,835 for fiscal year 2019.     
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost‐sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part 
B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the 
report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227‐7877. 
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Plan Description ‐ State Teachers Retirement System (STRS) – continued  
 
Funding  Policy  –  Ohio  Revised  Code  Chapter  3307  authorizes  STRS  to  offer  the  Plan  and  gives  the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed  
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees,  for  the most  recent  year,  pay  a  portion  of  the  health  care  costs  in  the  form of  a monthly 
premium.  Under Ohio law, funding for post‐employment health care may be deducted from employer 
contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2019, STRS did 
not allocate any employer contributions to post‐employment health care.   
 
OPEB Assets/Liabilities, OPEB Expense, and Deferred Outflows/Inflows of Resources Related to OPEB  
 
The net OPEB asset/liability was measured as of June 30, 2018, and the total OPEB asset/liability used to 
calculate  the  net  OPEB  asset/liability  was  determined  by  an  actuarial  valuation  as  of  that  date.  The 
School's proportion of the net OPEB asset/liability was based on the School's share of contributions to the 
respective  retirement  systems  relative  to  the  contributions  of  all  participating  entities.    Following  is 
information related to the proportionate share and OPEB expense: 

 

 
 
At June 30, 2019, the School reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  
 
 
 
 
 
 
 
 
 
 
 
 

SERS STRS Total

Proportion of the Net OPEB Liability

  Prior Measurement Date 0.02918543% 0.02050605%

Proportion of the Net OPEB Liability/asset

  Current Measurement Date 0.00909520% 0.01901295%

Change in Proportionate Share -0.02009023% -0.00149310%

Proportionate Share of the Net OPEB

  Liability/(asset) 252,325               (305,518)              (53,193)                

OPEB Expense (88,732)                (693,039)              (781,771)              
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 

 
$3,835 reported as deferred outflows of resources related to OPEB resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending  June 30, 2020.   Other amounts  reported as deferred outflows of  resources and deferred 
inflows of resources related to OPEB will be recognized in OPEB expense as follows:  
 
 
 
 
 
 
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 4,119$                 35,685$               39,804$               

Changes of assumptions -                       -                       -                       

Net difference between projected and

  actual earnings on OPEB plan investments -                       -                       -                       

Changes in proportion and differences

    between contributions and proportionate

    share of contributions -                       -                       -                       

School contributions subsequent to the 

  measurement date 3,835                   -                       3,835                   

Total Deferred Outflows of Resources 7,954$                 35,685$               43,639$               

-                       -                       

Deferred Inflows of Resources

Differences between expected and

  actual experience -$                     17,800$               17,800$               

Changes of assumptions 22,670                 416,294               438,964               

Net difference between projected and

  actual earnings on OPEB plan investments 379                      34,902                 35,281                 

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 510,461               160,744               671,205               

Total Deferred Inflows of Resources 533,510$             629,740$             1,163,250$          
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 

 
 
Actuarial Assumptions ‐ SERS 
 
The  total  OPEB  liability  was  determined  by  an  actuarial  valuation  as  of  June  30,  2018.  The  actuarial 
assumptions used in the valuation are based on results from the most recent actuarial experience study, 
which covered the five‐year period ending June 30, 2015. The experience study report is dated April 2016. 
The total OPEB liability used the following assumptions and other inputs: 
 

 
 
Mortality rates were based on the RP‐2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of  female rates. RP‐2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The long‐term expected rate of return on plan factors are considered in evaluating the long‐term rate of 
return assumption including long‐term historical data, estimates inherent in current market data, and a 
long‐normal distribution analysis  in which best‐estimate ranges of expected future real rates of return 
were developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long‐term expected rate of return, 7.50 percent, by weighting the expected future real rates  

SERS STRS Total

Fiscal Year Ending June 30:

2020 (107,089)                     (107,955)                     (215,044)                     

2021 (103,827)                     (107,955)                     (211,782)                     

2022 (93,499)                       (107,954)                     (201,453)                     

2023 (223,992)                     (117,760)                     (341,752)                     

2024 (699)                            (88,384)                       (89,083)                       

Thereafter (285)                            (64,047)                       (64,332)                       

Total (529,391)                     (594,055)                     (1,123,446)                  

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Municipal Bond Index Rate

Measurement Date 3.62 percent
Prior Measurement Date 3.56 percent

Single Equivalent Interest Rate
Measurement Date 3.70 percent, net of plan investment expense, including price inflation
Prior Measurement Date 3.63 percent, net of plan investment expense, including price inflation

Health Care Cost Trend Rate
Medicare 5.375 percent - 4.75 percent
Pre-Medicare 7.25 percent - 4.75 percent
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – SERS – continued  
 
of return by the target asset allocation percentage and then adding expected inflation. The capital market 
assumptions developed by the investment consultant are intended for use over a 10‐year horizon and 
may not be useful in setting the long‐term rate of return for funding pension plans which covers a longer 
timeframe.  The assumption  is  intended  to be  a  long‐term assumption and  is  not  expected  to  change 
absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental 
change in the market that alters expected returns in future years. 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 
as used in the June 30, 2015 five‐year experience study, are summarized as follows: 
 

 
 

Discount  Rate  The  discount  rate  used  to measure  the  total  OPEB  liability  at  June  30,  2018 was  3.70 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2018 was 3.63 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be made 
from members and the System at the contribution rate of 2.00 percent of projected covered payroll each 
year, which includes a 1.50 percent payroll surcharge and 0.50 percent of contributions from the basic 
benefits  plan.  Based  on  these  assumptions,  the  OPEB  plan’s  fiduciary  net  position  was  projected  to 
become  insufficient  to  make  future  benefit  payments  during  the  fiscal  year  ending  June  30,  2026. 
Therefore,  the  long‐term expected  rate of  return on OPEB plan assets was used  to present  value  the 
projected  benefit  payments  through  the  fiscal  year  ending  June  30,  2025  and  the  Fidelity  General 
Obligation 20‐year Municipal Bond Index rate of 3.62 percent, as of June 30, 2018 (i.e., municipal bond 
rate), was used to present value the projected benefit payments for the remaining years in the projection. 
The total present value of projected benefit payments  from all  years was then used to determine the 
single rate of return that was used as the discount rate. The projection of future benefit payments for all 
current plan members was until the benefit payments ran out. 
 
Sensitivity of the School's Proportionate Share of the Net OPEB Liability to Changes in the Discount Rate 
and Changes in the Health Care Cost Trend Rates The net OPEB liability  is sensitive to changes  in the 
discount rate and the health care cost trend rate. The following table presents the net OPEB liability and 
what the net OPEB liability would be if it were calculated using a discount rate that is  

 

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – SERS – continued  
 
one percentage point lower (2.70 percent) and higher (4.70 percent) than the current discount rate (3.70 
percent). Also shown is what the net OPEB liability would be based on health care cost trend rates that 
are one percent lower (6.25 percent decreasing to 3.75 percent) and one percent higher (8.25 percent 
decreasing to 5.75 percent) than the current rate.  

 
 

   
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2018, actuarial valuation are presented below:   

 

 
 

Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 
For  healthy  retirees  the mortality  rates  are  based  on  the  RP‐2014 Annuitant Mortality  Table with  50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between 
ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality 
improvement scale MP‐2016. For disabled retirees, mortality rates are based on the RP‐2014 Disabled 
Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected forward 
generationally using mortality improvement scale MP‐2016. 
 
Actuarial  assumptions  used  in  the  June  30,  2018,  valuation  are  based  on  the  results  of  an  actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  

Current

1% Decrease Discount Rate 1% Increase

(2.70%) (3.70%) (4.70%)

School's proportionate share

  of the net OPEB liability $306,177 $252,325 $209,685

Current

1% Decrease Trend Rate 1% Increase

(6.25 % decreasing (7.25 % decreasing (8.25 % decreasing

to 3.75%) to 4.75%) to 5.75%)

School's proportionate share

  of the net OPEB liability $203,580 $252,325 $316,873

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Health Care Cost Trend Rates -5.23 percent to 9.62 percent, initial, 4.00 percent ultimate
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – STRS – continued  
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.    Over  a  30‐year  period,  STRS'  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total OPEB asset/liability was 7.45 percent as of 
June 30, 2018. The projection of cash flows used to determine the discount rate assumed STRS continues 
to allocate no employer contributions to the health care fund. Based on those assumptions, the OPEB 
plan’s fiduciary net position was projected to be available to make all projected future benefit payments 
to current plan members as of June 30, 2018. Therefore, the long‐term expected rate of return on health 
care  plan  investments  of  7.45  percent  was  applied  to  all  periods  of  projected  benefit  payments  to 
determine the total OPEB liability as of June 30, 2018.  
 
Sensitivity  of  the  School’s  Proportionate  Share  of  the  Net  OPEB  Asset/Liability  to  Changes  in  the 
Discount and Health Care Cost Trend Rate The following table represents the net OPEB asset/liability as 
of June 30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as 
what the net OPEB asset/liability would be if it were calculated using a discount rate that is one percentage 
point lower (6.45 percent) or one percentage point higher (8.45 percent) than the current assumption. 
Also shown is the net OPEB liability as of June 30, 2018, calculated using health care cost trend rates that 
are one percentage point lower or one percentage point higher than the current health care cost trend 
rates. 
 
 
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – STRS – continued  
 

 

   
 
NOTE 12 ‐ CONTINGENCIES  

 
Grants ‐ The School received financial assistance from federal and state agencies in the form of grants.  
Amount  received  from  grantor  agencies  are  subject  to  audit  and  adjustment  by  the  grantor.    Any 
disallowed costs may require refunding to the grantor.  Amount which may be disallowed, if any, are not 
presently determinable.   However,  in  the opinion of  the School, any such adjustments will not have a 
material adverse effect on the financial position of the School.  

 
Litigation ‐ There are currently no matters in litigation with the School as defendant. 

 
Full‐time Equivalency ‐ School foundation funding is based on the annualized full‐time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for  Foundation  funding  purposes.   Community  schools  must  provide  documentation  that  clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  

 

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

School's proportionate share

  of the net OPEB asset $261,858 $305,518 $342,213

Current

1% Decrease Trend Rate 1% Increase

School's proportionate share

  of the net OPEB asset $340,142 $305,518 $270,356
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NOTE 12 – CONTINGENCIES (continued)  
 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation  funding  due  to  a  lack  of  evidence  to  support  student  participation  and  other matters  of 
noncompliance. ODE did not perform such a review on the School for fiscal year 2019.  
 
As of the date of this report, all ODE adjustments have been completed. 
 
In addition, the School’s contracts with their Sponsor and Management Company require payment based 
on revenues received from the State.  As discussed above, all ODE adjustments through fiscal year 2019 
have been completed.  A reconciliation between payments previously made and the FTE adjustments has 
taken place with these contracts. 

 
NOTE 13 ‐ SPONSOR CONTRACT 

 
The School contracted with Ohio Council of Community Schools as its sponsor and oversight services as 
required by law.  Sponsorship fees are calculated as a 2.25 percent of state funds received by the School 
from the State of Ohio. For the fiscal year ended June 30, 2019, the total sponsorship fees paid totaled 
$83,392.  
 

NOTE 14 ‐ LEASE OBLIGATIONS 
   
In fiscal year 2018, the School’s management company, Accel Schools entered into a lease with St. John 
Cantius  in  place of  the  School.    The  term of  the  lease was  for  a  one‐year  period of  time  and  can be 
extended on a month‐to‐month basis.   Rent for both buildings on the parish campus is $20,000 per month 
and is due from the School to Accel Schools.  The School is directly responsible for related utilities on a 
pro‐rata share of space utilized under the lease.   Rent expense for the School for fiscal year 2019 was 
$244,800.  The lease has been renewed for an additional one‐year term through 2020. 
 

Attachment 26: Audited Financial Statements Page 4352



NORTHEAST OHIO COLLEGE PREPARATORY SCHOOL ‐ CUYAHOGA COUNTY, OHIO 
 

NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2019 
 

43 
 

NOTE 15 ‐ MANAGEMENT COMPANY and MANAGEMENT COMPANY EXPENSES 
 

For  fiscal  year  2018  the  School  entered  into  an  agreement  with  Accel  Schools  Ohio,  LLC  to  provide 
management support services. The agreement is for a period beginning May 1, 2017 and ending on June 
30, 2027. Management fees are calculated as 18% of the total revenues received from the State of Ohio. 
The  total  amount due  from  the School  for  the  fiscal  year ending  June 30, 2019, was $816,512 and  is 
included  under  “Purchased  Services”  on  the  Statements  of  Revenues,  Expenses,  and  Changes  in  Net 
Position.   

 
Also, per the management agreement there are expenses that will be billed to the School based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of employees working in at 
the School and other costs related to providing education and administrative services. The total amount 
billed during fiscal year 2019 was $2,501,953. 
 
For the periods ended June 30, 2019, Accel Schools Ohio, LLC, incurred the following expenses on behalf 
of the School: 
 

 
 
Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro‐rated based on 
full time equivalent (FTE) head count as of June 30, 2019 by each school it manages.  
 

 Northeast Ohio College Prep School 

 Regular Instruction
(1100 Function Codes) 

 Special Instruction
(1200 Function Codes) 

 Support Services
(2000 Function Codes) 

 Total 

                                1,100                                 1,200                                 2,000 
Direct Expenses: 
Salaries & Wages (100 Object Codes) 1,531,251                        326,329                           1,857,580          
Employees’ Benefits (200 Object Codes) 129,975                           62,669                             33,232                             225,876             
Professional & Technical Services (410 Object Codes) 109,281                           109,281             
Supplies (510 Object Codes) 1,120                               16,091                             17,211               
Other Direct Costs (All Other Object Codes) 14,745                             14,745               
Total Direct Expenses 1,662,346                        388,998                           173,349                           2,224,693          
  
Indirect Expenses:  
Overhead 372,745                           372,745             
  
Total Expenses 1,662,346                        388,998                           546,093                           2,597,438          
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NOTE 16 – IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES  
 
For the fiscal year ended June 30, 2019, the School has implemented Governmental Accounting Standards 
Board  (GASB)  Statement  No.  83,  Certain  Asset  Retirement  Obligations  and  GASB  Statement  No.  88, 
Certain Disclosures Related to Debt, including Direct Borrowings and Direct Placements. 
 
GASB Statement No. 83 establishes criteria for determining the timing and pattern of recognition of a 
liability  and  a  corresponding  deferred  outflow  of  resources  for  asset  retirement  obligations.  The 
implementation of GASB  Statement No.  83 did not have an effect  on  the  financial  statements of  the 
School. 
 
GASB Statement No. 88 establishes additional financial statement note disclosure requirements related 
to debt obligations of governments,  including direct borrowings and direct placements. These changes 
were incorporated in the School’s fiscal year 2019 financial statements; however, there was no effect on 
beginning net position. 

 
NOTE 17 ‐ MANAGEMENT PLAN 
 
For fiscal year 2019, the School had a net position deficit of $(7,934,075). The School’s net deficit in fiscal 
year 2019 did not improve from the $(7,833,182) net deficit in fiscal 2018. Enrollment decreased in fiscal 
year  2019  to  436,  down  from  487  in  fiscal  year  2018.    The  School’s  ability  to  maintain  a  stable 
administrative and instructional team along with active advertising via print, radio, mailings and through 
referrals of  current parents  is anticipated  to help produce  the  likelihood of  future enrollment growth 
leading to surpluses and provide an opportunity for the school to recover from its prior deficits. 
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2019 2018 2017 2016 2015 2014
School's Proportion of the Net Pension

Liability 0.0095800% 0.02938785% 0.0430025% 0.0412487% 0.008441% 0.008441%

School's Proportionate Share of the Net
Pension Liability 548,665$        1,755,859$      3,147,387$      2,353,689$      427,187$        501,951$        

School's Covered Payroll 282,319$        961,050$        2,313,529$      2,141,032$      1,034,271$      402,189$        

School's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 194.34% 182.70% 136.04% 109.93% 41.30% 124.80%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 71.36% 69.50% 62.98% 69.16% 71.70% 65.52%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net Pension Liability

School Employees Retirement System of Ohio
Last Six Fiscal Years (1)
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See accompanying notes to the required supplementary information. 
 

2019 2018 2017 2016 2015 2014
School's Proportion of the Net Pension

Liability 0.01901250% 0.02050605% 0.02332115% 0.02410015% 0.02103651% 0.02103651%

School's Proportionate Share of the Net
Pension Liability 4,180,422$        4,871,256$        7,806,292$        6,660,576$        5,116,807$        6,095,107$        

School's Covered Payroll 2,161,450$        2,254,579$        2,717,336$        2,419,979$        2,103,292$        1,505,600$        

School's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 193.41% 216.06% 287.28% 275.23% 243.28% 404.83%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 77.31% 75.29% 66.80% 72.10% 74.70% 69.30%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date
     which is the prior fiscal period end. 

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net Pension Liability

State Teachers Retirement System of Ohio
Last Six Fiscal Years (1)
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See accompanying notes to the required supplementary information. 
 
   
 
 
 
 
 
 

 
 
 

2019 2018 2017 2016 2015 2014 2013 2012 2011

Contractually Required Contribution 33,136$          38,113$          134,547$        323,894$        282,188$        143,350$        55,663$          30,193$          16,639$          

Contributions in Relation to the 
Contractually Required Contribution (33,136)           (38,113)           (134,547)         (323,894)         (282,188)         (143,350)         (55,663)           (30,193)           (16,639)           

Contribution Deficiency (Excess) -                 -                 -                 -                 -                 -                 -                 -                 -                 

School Covered Payroll 245,452$        282,319$        961,050$        2,313,529$      2,141,032$      1,034,271$      402,189$        224,483$        132,371$        

Contributions as a Percentage of
Covered Payroll 13.50% 13.50% 14.00% 14.00% 13.18% 13.86% 13.84% 13.45% 12.57%

(1) Information prior to 2011 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

Required Supplementary Information
Schedule of School Contributions - Pension

School Employees Retirement System of Ohio
Last Nine Fiscal Years (1)
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2019 2018 2017 2016 2015 2014 2013 2012 2011

Contractually Required Contribution 231,504$          302,603$          315,641$          380,427$          338,797$          273,428$          195,728$          171,826$          84,323$            

Contributions in Relation to the 
Contractually Required Contribution (231,504)           (302,603)           (315,641)           (380,427)           (338,797)           (273,428)           (195,728)           (171,826)           (84,323)            

Contribution Deficiency (Excess) -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 

School Covered Payroll 1,653,600$        2,161,450$        2,254,579$        2,717,336$        2,419,979$        2,103,292$        1,505,600$        1,321,738$        648,638$          

Contributions as a Percentage of
Covered Payroll 14.00% 14.00% 14.00% 14.00% 14.00% 13.00% 13.00% 13.00% 13.00%

(1) Information prior to 2011 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of School Contributions - Pension
State Teachers Retirement System of Ohio

Last Nine Fiscal Years (1)
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2019 2018 2017
School's Proportion of the Net OPEB

Liability 0.0090952% 0.02918543% 0.0298712%

School's Proportionate Share of the Net
OPEB Liability 252,325$        783,260$        851,440$        

School's Covered Payroll 282,319$        961,050$        2,313,529$      

School's Proportionate Share of the Net
OPEB Liability as a Percentage
of its Covered Payroll 89.38% 81.50% 36.80%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability 13.57% 12.46% 11.49%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net OPEB Liability

School Employees Retirement System of Ohio
Last Three Fiscal Years (1)
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2019 2018 2017
School's Proportion of the Net OPEB

Liability/Asset 0.01901295% 0.02050605% 0.02332115%

School's Proportionate Share of the Net
OPEB Liability/(Asset) (305,518)$         800,070$          1,247,221$        

School's Covered Payroll 2,161,450$        2,254,579$        2,717,336$        

School's Proportionate Share of the Net
OPEB Liability/Asset as a Percentage
of its Covered Payroll -14.13% 35.49% 45.90%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability/Asset 176.00% 47.11% 37.30%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net OPEB Asset/Liability

State Teachers Retirement System of Ohio
Last Three Fiscal Years (1)
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See accompanying notes to the required supplementary information. 
 

2019 2018 2017 2016 2015 2014 2013 2012 2011

Contractually Required Contribution (2) 3,835$            3,556$            18,975$          21,373$          19,094$      2,956$            4,039$            4,629$            3,284$            

Contributions in Relation to the 
Contractually Required Contribution (3,835)            (3,556)            (18,975)           (21,373)           (19,094)      (2,956)            (4,039)            (4,629)            (3,284)            

Contribution Deficiency (Excess) -                 -                 -                 -                 -            -                 -                 -                 -                 

School Covered Payroll 245,452$        282,319$        961,050$        2,313,529$      2,141,032$ 1,034,271$      402,189$        224,483$        132,371$        

OPEB Contributions as a Percentage of
Covered Payroll (2) 1.56% 1.26% 1.97% 0.92% 0.89% 0.29% 1.00% 2.06% 2.48%

(1) Information prior to 2011 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

(2) Includes Surcharge

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of School Contributions - OPEB

School Employees Retirement System of Ohio
Last Nine Fiscal Years (1)
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2019 2018 2017 2016 2015 2014 2013 2012 2011

Contractually Required Contribution -$                     -$                     -$                 -$                 -$                 21,033$            15,056$            13,217$            6,486$              

Contributions in Relation to the 
Contractually Required Contribution -                      -                      -                  -                  -                  (21,033)            (15,056)             (13,217)            (6,486)              

Contribution Deficiency (Excess) -$                     -$                     -$                 -$                 -$                 -$                 -$                 -$                 -$                 

School Covered Payroll 1,653,600$            2,161,450$            2,254,579$        2,717,336$        2,419,979$        2,103,292$        1,505,600$        1,321,738$        648,638$          

Contributions as a Percentage of
Covered Payroll 0.00% 0.00% 0.00% 0.00% 0.00% 1.00% 1.00% 1.00% 1.00%

(1) Information prior to 2011 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of School Contributions - OPEB

State Teachers Retirement System of Ohio
Last Ten Fiscal Years 
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NOTE 1 ‐ NET PENSION LIABILITY 
 
Changes in Assumptions ‐ SERS 

 

For fiscal year 2017, the SERS Board adopted the following assumption changes: 

 Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent 

 Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent 

 Assumed real wage growth was reduced from 0.75 percent to 0.50 percent 

 Rates of withdrawal, retirement and disability were updated to reflect recent experience. 

 Mortality among active members was updated to RP‐2014 Blue Collar Mortality Table with fully 

generational projection and a five‐year age set‐back for both males and females. 

 Mortality among service retired members, and beneficiaries was updated to RP‐2014 Blue Collar 

Mortality Table with fully generational projection with Scale BB, 120 percent of male rates, and 

110 percent of female rates. 

 Mortality among disabled members was updated to RP‐2000 Disabled Mortality Table, 90 

percent for male rates and 100 percent for female rates, set back five years is used for the 

period after disability retirement.   

 

Changes in Benefit Terms ‐ SERS 

For fiscal year 2018, the cost‐of‐living adjustment was changed from a fixed 3.00 percent to a cost‐of‐
living adjustment  that  is  indexed  to CPI‐W not greater  than 2.50 percent with a  floor of  zero percent 
beginning January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has 
enacted a three‐year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the Retirement Board approved several changes to the actuarial assumptions in 2017. 
The  long  term  expected  rate  of  return was  reduced  from  7.75  percent  to  7.45  percent,  the  inflation 
assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered 
to 3.00 percent, and total salary increases rate was lowered by decreasing the merit component of the 
individual salary increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy 
and  disabled mortality  assumptions were  updated  to  the  RP‐2014 mortality  tables with  generational 
improvement  scale MP‐2016. Rates of  retirement,  termination and disability were modified  to better 
reflect anticipated future experience. 
 

Changes in Benefit Terms ‐ STRS 

 

For fiscal year 2018, the cost‐of‐living adjustment (COLA) was reduced to zero.  
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NOTE 2 ‐ NET OPEB LIABILITY 
 
Changes in Assumptions – SERS 
 
Amounts  reported  for  fiscal  year  2019  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 3.56 percent to 3.62 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased from 3.63 percent to 3.70 percent. The health care cost trend assumptions changed as follows:  
 
Pre‐Medicare 
   Fiscal year 2018   7.50 percent initially, decreasing to 4.00 percent 

Fiscal year 2019 7.25 percent initially, decreasing to 4.75 percent 
Medicare 
  Fiscal year 2018   5.50 percent initially, decreasing to 5.00 percent 

Fiscal year 2019 5.375 percent initially, decreasing to 4.75 percent 
 

Amounts  reported  for  fiscal  year  2018  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 2.92 percent to 3.56 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased from 2.98 percent to 3.63 percent. 
 
Changes in Benefit Terms ‐ SERS 

There have been no changes to the benefit provisions. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2019, the discount rate was increased from the blended rate of 4.13 percent to the long‐
term expected rate of return of 7.45 percent. Valuation year per capita health care costs were updated. 
Health care cost trend rates ranged from 6.00 percent to 11 percent initially and a 4.50 percent ultimate 
rate for fiscal year 2018 and changed for fiscal year 2019 to a range of  ‐5.20 percent to 9.60 percent, 
initially and a 4.00 ultimate rate. 
 
For fiscal year 2018, the blended discount rate was increased from 3.26 percent to 4.13 percent. Valuation 
year per capita health care costs were updated, and the salary scale was modified. The percentage of 
future retirees electing each option was updated based on current data and the percentage of  future 
disabled  retirees  and  terminated  vested  participants  electing  health  coverage  were  decreased.  The 
assumed  mortality,  disability,  retirement,  withdrawal  and  future  health  care  cost  trend  rates  were 
modified along with the portion of rebated prescription drug costs. 
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Changes in Benefit Terms – STRS 
 
For fiscal year 2019, the subsidy multiplier for non‐Medicare benefit recipients was increased from 1.9 
percent to 1.944 percent per year of service effective January 1, 2019. The non‐Medicare frozen subsidy 
base  premium  was  increased  effective  January  1,  2019  and  all  remaining Medicare  Part  B  premium 
reimbursements will be discontinued beginning January 1, 2020. 
 
For  fiscal  year 2018,  the  subsidy multiplier  for non‐Medicare benefit  recipients was  reduced  from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. This was subsequently extended, see above paragraph.  
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December 24, 2019 
 
To the Board of Trustees  
Northeast Ohio College Preparatory School 
2357 Tremont Avenue 
Cleveland, Ohio 44113 
 

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 
and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the Northeast Ohio 
College Preparatory School, Cuyahoga County, Ohio (the “School”) as of and for the year ended June 30, 
2019, and the related notes to the financial statements, which collectively comprise the School’s basic 
financial statements, and have issued our report thereon dated December 24, 2019, in which we noted the 
School has suffered recurring losses from operations and has a net position deficit of $7,934,075 
including the net effect of net pension liability, net OPEB asset/liability and related accruals totaling 
$6,537,254, that raises substantial doubt about its ability to continue as a going concern. 
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School's internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate in 
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the School’s internal control. Accordingly, we 
do not express an opinion on the effectiveness of the School’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with 
governance.  
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified.  
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Northeast Ohio College Preparatory School 
Independent Auditor’s Report on Internal Control over Financial Reporting and on  

Compliance and Other Matters Based on an Audit of Financial Statements  
Performed in Accordance with Government Auditing Standards 

Page 2 of 2 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 
results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 

 
 

 
Medina, Ohio 
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88 East Broad Street, Columbus, Ohio 43215 
Phone: 614-466-4514 or 800-282-0370 

www.ohioauditor.gov

 
 
 
Board of Trustees 
Northeast Ohio College Preparatory School 
2357 Tremont Avenue 
Cleveland, Ohio 44113 
 
 
We have reviewed the Independent Auditor’s Report of the Northeast Ohio College Preparatory 
School, Cuyahoga County, prepared by Rea & Associates, Inc., for the audit period July 1, 2017 
through June 30, 2018.  Based upon this review, we have accepted these reports in lieu of the 
audit required by Section 117.11, Revised Code.  The Auditor of State did not audit the 
accompanying financial statements and, accordingly, we are unable to express, and do not 
express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Northeast Ohio College Preparatory School is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
February 26, 2019  
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December 27, 2018

To the Board of Trustees
Northeast Ohio College Preparatory School
2357 Tremont Avenue
Cleveland, Ohio 44113

Independent Auditor's Report

Report on the Financial Statements

We have audited the accompanying financial statements of the Northeast Ohio College Preparatory 
School, Cuyahoga County, Ohio, (the “School”) as of and for the year ended June 30, 2018, and the 
related notes to the financial statements, which collectively comprise the School’s basic financial 
statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation 
and fair presentation of the financial statements in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s 
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the School, as of June 30, 2018, and the changes in its financial position and its cash 
flows for the year then ended in accordance with accounting principles generally accepted in the United 
States of America.

Emphasis of Matter

As described in Note 17 to the financial statements, the School restated the net position balance to 
account for the implementation of Governmental Accounting Standard Board (GASB) Statement No. 75, 
“Accounting and Financial reporting for Postemployment Benefits other than Pensions.” In addition the 
School restated the net pension liability amount to account for an error discovered in the calculation to 
allocate the management companies’ share of the net pension liability to member schools. Our opinion is 
not modified with respect to these matters.

The accompanying financial statements have been prepared assuming the School will continue as a going 
concern. As disclosed in Note 18 to the financial statements, the School has suffered recurring losses from 
operations and has a net position deficit of $7,833,182 that raises substantial doubt about its ability to continue 
as a going concern. This deficit net position includes the effect of the net pension liability, net OPEB liability
and related accruals totaling $6,790,562. Note 18 describes management’s plan regarding these issues. The 
financial statements do not include any adjustments that might result from the outcome of this uncertainty. Our 
opinion is not modified with respect to this matter.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the School's Proportionate Share of the Net Pension Liability,
Schedule of the School’s Contributions - Pension, Schedule of the School’s Proportionate Share of the 
Net OPEB Liability, and the Schedule of the School’s Contributions - OPEB on pages 5–11, 49-50, 51-52, 
53-54, and 55-56, respectively, be presented to supplement the basic financial statements. Such 
information, although not a part of the basic financial statements, is required by the Governmental 
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the 
basic financial statements in an appropriate operational, economic, or historical context. We have applied 
certain limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion 
or provide any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance. 
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Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that 
collectively comprise the School’s basic financial statements. The Schedule of Expenditures of Federal 
Awards, as required by Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform 
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards is presented 
for purposes of additional analysis and is not a required part of the basic financial statements.

The Schedule of Expenditures of Federal Awards is the responsibility of management and was derived 
from and relates directly to the underlying accounting and other records used to prepare the basic 
financial statements. Such information has been subjected to the auditing procedures applied in the audit 
of the basic financial statements and certain additional procedures, including comparing and reconciling 
such information directly to the underlying accounting and other records used to prepare the basic 
financial statements or to the basic financial statements themselves, and other additional procedures in 
accordance with auditing standards generally accepted in the United States of America. In our opinion, 
the Schedule of Expenditures of Federal Awards is fairly stated, in all material respects, in relation to the 
basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 27, 
2018 on our consideration of the School’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness 
of the School’s internal control over financial reporting or on compliance. That report is an integral part of 
an audit performed in accordance with Government Auditing Standards in considering the School’s 
internal control over financial reporting and compliance.

Medina, Ohio
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The discussion and analysis of the Northeast Ohio College Preparatory School (the School) financial 
performance provides an overall review of the School’s financial activities for the fiscal year ended June 
30, 2018. The intent of this discussion and analysis is to look at the School’s’ financial performance as a 
whole; readers should also review the basic financial statements and notes to the basic financial 
statements to enhance their understanding of the School’s financial performance.  
 
The Management’s Discussion and Analysis (the MD&A) is an element of the reporting model adopted by 
the Governmental Accounting Standards Board (GASB) in their Statement No. 34 Basic Financial 
Statements – and Management’s Discussion and Analysis – for State and Local Governments. Certain 
comparative information between the current fiscal year and the prior fiscal year is required to be 
presented in the MD&A.  
 
FINANCIAL HIGHLIGHTS 
 
Key Financial Highlights for the School for the 2017-18 school year are as follows:  
 

• Total Assets increased $92,096. 
• Total Liabilities decreased $4,153,856.   
• Total Net Position increased $1,070,629.  
• Total Operating and Non-Operating revenues were $5,641,561. Total Operating and Non-

Operating expenses were $4,570,932. 
• The School implemented GASB 75 and corrected a prior year allocation of the net pension liability, 

which reduced beginning net position as previously reported by $2,170,800.  
 

USING THIS ANNUAL REPORT 
  
This report consists of three parts: the basic financial statements, notes to those statements, and required 
supplemental information.  The basic financial statements include a Statement of Net Position, a 
Statement of Revenues, Expenses and Changes in Fund Net Position, and a Statement of Cash Flows.   
 
The Statement of Net Position and Statement of Revenues, Expenses, and Changes in Net Position reflect 
how the School did financially during fiscal year 2018.  These statements include all assets and deferred 
outflows of resources, liabilities, and deferred inflows of resources using the accrual basis of accounting 
similar to the accounting used by most private-sector companies. This basis of accounting includes all of 
the current year revenues and expenses regardless of when cash is received or paid.  
 
These statements report the School’s Net Position and changes in Net Position. This change in Net Position 
is important because it tells the reader whether the financial position of the School has improved or 
diminished. The causes of this change may be the result of many factors, some financial, some not. Non-
financial factors include the School’s’ student enrollment, per-pupil funding as determined by the State 
of Ohio, change in technology, required educational programs and other factors. The School uses 
enterprise presentation for all of its activities.

Attachment 26: Audited Financial Statements Page 4380



NORTHEAST OHIO COLLEGE PREPARATORY SCHOOL - CUYAHOGA COUNTY 
 
MANAGEMENT’S DISCUSSION AND ANALYSIS  
FOR THE YEAR ENDED JUNE 30, 2018 

 

6 
 

USING THIS ANNUAL REPORT (continued) 
 
Statement of Net Position - The Statement of Net Position answers the question of how the School did 
financially during 2018.  This statement includes all assets, deferred outflows of resources, liabilities, and 
deferred inflows of resources, both financial and capital, and short-term and long-term using the accrual 
basis of accounting and economic resource focus, which is similar to the accounting used by most private-
sector companies.  This basis of accounting takes into account all revenues and expenses during the year, 
regardless of when the cash is received or paid.     
 
Table 1 provides a summary of the School’s Net Position for fiscal year 2018 compared to fiscal year 2017. 
 

Assets

Current Assets  $             1,005,040  $                 711,758 

Noncurrent Assets                     971,051                 1,172,237 

     Total Assets                 1,976,091                 1,883,995 

Deferred Outflows of Resources                 3,384,548                 4,809,267 

       

Liabilities        

Current Liabilities                 2,791,391                 2,343,502 

NonCurrent Liabilities                 8,437,765               13,039,510 

      Total Liabilties               11,229,156               15,383,012 

Deferred Inflows of Resources                 1,964,665                     214,061 

Net Position

Unrestricted               (7,833,182)               (8,903,811)

      Total Net Position  $           (7,833,182)  $           (8,903,811)
 

Table 1
Statement of Net Position

2018 Restated 2017

 
Over time, Net Position can serve as a useful indicator of a government’s financial position.  At June 30, 
2018, the School’s net position totaled $(7,833,182), which includes impact of net pension/OPEB liabilities 
and related accruals totaling ($6,790,562.) 
 
Current assets represent cash and cash equivalents, intergovernmental receivables, accounts receivable, 
other assets and notes receivable.  Current liabilities represent accounts payable, advances payable and 
withholdings payable.
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USING THIS ANNUAL REPORT (continued) 
 
The net pension liability (NPL) is the largest single liability reported by the School at June 30, 2018   and is 
reported pursuant to GASB Statement 68, “Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27.”   For fiscal year 2018, the School adopted GASB Statement 75, 
“Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions,” which 
significantly revises accounting for costs and liabilities related to other postemployment benefits (OPEB).  
For reasons discussed below, many end users of this financial statement will gain a clearer understanding 
of the School’s actual financial condition by adding deferred inflows related to pension and OPEB, the net 
pension liability and the net OPEB liability to the reported net position and subtracting deferred outflows 
related to pension and OPEB. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OBEP liability.  GASB 68 and GASB 75 
take an earnings approach to pension and OPEB accounting; however, the nature of Ohio’s statewide 
pension/OPEB plans and state law governing those systems requires additional explanation in order to 
properly understand the information presented in these statements. 

 
GASB 68 and GASB 75 require the net pension liability and the net OPEB liability to equal the School’s 
proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 

GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, 
and the promise of a future pension and other postemployment benefits.  GASB noted that the unfunded 
portion of this promise is a present obligation of the government, part of a bargained-for benefit to the 
employee, and should accordingly be reported by the government as a liability since they received the 
benefit of the exchange.  However, the School is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement systems to provide healthcare to eligible benefit recipients.  The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
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USING THIS ANNUAL REPORT (continued) 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a specific, 
legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the 
unfunded liability of the pension/OPEB plan as against the public employer.  State law operates to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the employment exchange with notice as to the law.  The retirement system is responsible for the 
administration of the pension and OPEB plans 
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability.  As explained above, changes in benefits, 
contribution rates, and return on investments affect the balance of these liabilities, but are outside the 
control of the local government.  In the event that contributions, investment returns, and other changes 
are insufficient to keep up with required payments, State statute does not assign/identify the responsible 
party for the unfunded portion.  Due to the unique nature of how the net pension liability and the net 
OPEB liability are satisfied, these liabilities are separately identified within the long-term liability section 
of the statement of net position. 
 
In accordance with GASB 68 and GASB 75, the School’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB liability, respectively, not accounted for as 
deferred inflows/outflows.  
 
As a result of implementing GASB 75, the School is reporting a net OPEB liability and deferred 
inflows/outflows of resources related to OPEB on the accrual basis of accounting.  This implementation 
and the correction of a previous allocation of net pension liability, also had the effect of restating net 
position at June 30, 2017, from ($6,733,011) to ($8,903,811). 
 
The increase in current assets was due to an increase in current portion of notes receivable. The increase 
in current liabilities due is due to the increased balance in payables outstanding at year end. 
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USING THIS ANNUAL REPORT (continued) 
 
Statement of Revenues, Expenses and Changes in Net Position - Table 2 shows the change in Net Position 
for fiscal years 2018 and 2017, as well as a listing of revenues and expenses.   This change in Net Position 
is important because it tells the reader that, for the School as a whole, the financial position of the School 
has improved or diminished. The cause of this may be the result of many factors, some financial, some 
not.  Non-financial factors include the current laws in Ohio restricting revenue growth, facility conditions, 
required educational programs and other factors. 
 

Operating Revenues

State Aid  $             4,403,912  $             4,887,332 

Other                       86,714                          8,111 

     Total Operating Revenues                 4,490,626                 4,895,443 

Operating Expenses       

Salaries                 2,451,027                 2,524,365 

Fringe Benefits                     539,810                     672,915 

Fringe Benefits - Pension/OPEB               (1,654,742)                 2,524,289 

Purchased Services                 2,776,579                 3,152,946 

Materials and Supplies                     210,072                     273,401 

Depreciation                                 -                         14,020 

Other                       65,760                       15,772 

      Total Operating Expenses                 4,388,506                 9,177,708 

Operating Income (Loss)                     102,120               (4,282,265)

Non-Operating Revenues (Expenses)

Federal Grants                     779,610                 1,005,178 

Debt Forgiveness                                 -                       780,867 

Intergovernmental Revenue                     371,325                     453,177 

Interest Expense                   (182,426)                   (254,014)

      Total Non-Operating Revenues (Expenses)                     968,509                 1,985,208 
 
Change in Net Position 1,070,629$             (2,297,057)$           

Table 2
Change in Net Position

2018 Restated 2017

 
State Aid and Federal Grants revenue decreased during the year due to declining enrollment.  In 
addition, various operating expenses declined due to declining enrollment. This is also the primary 
factor for decreases in salaries and purchased services. 
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USING THIS ANNUAL REPORT (continued) 
 
The information necessary to restate the 2017 beginning balances and the 2017 OPEB expense amounts 
for the effects of the initial implementation of GASB 75 is not available.  Therefore, 2018 functional 
expenses still include OPEB expense of $18,975 computed under GASB 45.  GASB 45 required recognizing 
pension expense equal to the contractually required contributions to the plan. Under GASB 75, OPEB 
expense represents additional amounts earned, adjusted by deferred inflows/outflows. The contractually 
required contribution is no longer a component of OPEB expense. Under GASB 75, the 2018 statements 
report negative OPEB expense of $225,106.  Consequently, in order to compare 2018 total program 
expenses to 2017, the following adjustments are needed: 
 

Total 2018 program expenses under GASB 75 4,388,506$   

Negative OPEB expense under GASB 75 225,106         
2018 contractually required contribution 3,556              

Adjusted 2018 program expenses 4,617,168     

Total 2017 program expenses under GASB 45 9,177,708     

Decrease in program expenses not related to OPEB 4,560,540$   

 
In addition to the decreases highlighted above, pension expense decreased due to changes in the net 
pension liability and related accruals. See Note 10 for additional details. 
 
CAPITAL ASSETS  
 
At fiscal year-end, the net book value of the School’s capital assets was zero.   For more information on 
capital assets, see Note 5 of the Basic Financial Statements. 
 
WORKING CAPITAL ADVANCES 
 
During the fiscal year, the School received working capital monies from Charter School Capital through a 
receivables purchase agreement. As the School receives monthly State funding, these advances are 
repaid, however, the School may elect to receive additional advances from Charter School Capital by 
entering into additional agreements. For more information in advances see Note 6 of the Basic Financial 
Statements. In addition, the School has a note payable outstanding with ACCEL (management company, 
see note 15) in the amount of $227,320 to cover prior year lease costs due to lessor. See Note 7 for further 
information. 
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CURRENT FINANCIAL ISSUES 
 
The School is a community School and is funded through the State of Ohio Foundation Program.  The 
School relies on this, as well as, State and Federal funds as its primary source of revenue.   In 2018, the 
State raised the base per pupil funding to $6,010, which is up from $6,000 in the previous 
year.  Additionally, community schools in Ohio will be allocated a small amount of facilities funding which 
is also per pupil based.  This amount is projected to be approximately $200 per pupil. 
 
The full-time equivalent enrollment of the School for the year ended June 30, 2018 was 487 compared to 
a figure of 550 at the end of fiscal year 2017. 
 
Overall, the School will continue to provide learning opportunities and apply resources to best meet the 
needs of the students served.  
 
CONTACTING THE SCHOOL’S FINANCIAL MANAGEMENT  
 
This financial report is designed to provide our citizen’s, taxpayers, investors and creditors with a general 
overview of the School’s finances and to demonstrate accountability for the money it receives. If you have 
questions about this report or need additional information contact the School’s Fiscal Officer, C. David 
Massa, CPA, of Massa Financial Solutions, LLC, 2357 Tremont Avenue, Cleveland, Ohio 44113. 
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NORTHEAST OHIO COLLEGE PREPARATORY SCHOOL 
 CUYAHOGA COUNTY, OHIO 

  
Statement of Net Position 

At June 30, 2018 
Assets:
Current Assets:
    Cash and Cash Equivalents 17,228$            
    Accounts Receivable 486,737
    Intergovernmental Receivable 32,383
    Notes Receivable - Current Portion 306,457
    Other Assets 162,235
      Total Current Assets 1,005,040

Noncurrent Assets:
  Notes Receivable, net of current portion 971,051

971,051

Total Assets 1,976,091         

Deferred Outflows of Resources:
    Pension 3,334,807
    OPEB 49,741

Total Deferred Outflows of Resources 3,384,548         

Liabilities:
Current Liabilities:
    Accounts Payable, Trade 1,488,787         
    Withholdings Payable 9,704                 
    Advances Payable 1,292,900         
       Total Current Liabilities 2,791,391         

Noncurrent Liabilities:
  Note Payable - Accel 227,320            
  Net Pension Liabil ity 6,627,115
  Net OPEB Liabil ity 1,583,330
    Total Noncurrent Liabilities 8,437,765

       Total Liabilities 11,229,156

Deferred Inflows of Resources:
    Pension 1,646,230
    OPEB 318,435

Total Deferred Inflows of Resources 1,964,665         

Net Position:
  Unrestricted (7,833,182)
  Total Net Position (7,833,182)$     

See Accompanying Notes to the Basic Financial Statements
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NORTHEAST OHIO COLLEGE PREPARATORY SCHOOL  
 CUYAHOGA COUNTY, OHIO 

  
Statement of Revenues, 

Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2018 

 
Operating Revenues:
  State Aid 4,403,912$       
  Miscellaneous 86,714
    Total Operating Revenues 4,490,626

Operating Expenses:
  Salaries 2,451,027         
  Fringe Benefits 539,810            
  Fringe Benefits - Pension (1,426,080)        
  Fringe Benefits - OPEB (228,662)           
  Purchased Services 2,776,579
  Supplies 210,072
  Other Operating Expenses 65,760
    Total Operating Expenses 4,388,506

      Operating Income 102,120

Non-Operating Revenues and (Expenses):
  Federal Grants 779,610
  Intergovernmental Revenues 371,325            
  Interest Expense (182,426)           
    Net Non-operating Revenues and (Expenses) 968,509

Change in Net Position 1,070,629         

Net Position Beginning of Year, Restated (8,903,811)        
Net Position End of Year (7,833,182)$     

See Accompanying Notes to the Basic Financial Statements
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NORTHEAST OHIO COLLEGE PREPARATORY SCHOOL  
CUYAHOGA COUNTY, OHIO 

  
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2018 
 

CASH FLOWS FROM OPERATING ACTIVITIES
State Aid Receipts 4,415,441$       
Other Operating Receipts 86,714               
Cash Payments to Suppliers for Goods and Services (2,464,614)        
Cash Payments to Employees for Services (2,451,027)        
Cash Payments for Employee Benefits (550,401)           

Net Cash Used For Operating Activities (963,887)           

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Notes Receivable Payments Received 37,649               
Intergovernmental Revenues 348,750            
Payment on Line of Credit (15,074)             
Federal and State Grant Receipts 779,282            
Charter School Capital Advances 3,140,696         
Charter School Capital Cost of Funding (178,637)           
Charter School Capital Redemptions (3,399,996)        
Note Payable Proceeds 227,320            
Interest Expense Payments (3,789)                

Net Cash Provided By Noncapital Financing Activities 936,201            

Net Decrease in Cash and Cash Equivalents (27,686)             

Cash and Cash Equivalents - Beginning of the Year 44,914               
Cash and Cash Equivalents - Ending of the Year 17,228$            

 
 
 
 
 

 
 
 
 
 
 
 
 
 

(Continued) 
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NORTHEAST OHIO COLLEGE PREPARATORY SCHOOL  
CUYAHOGA COUNTY, OHIO  

 
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2018 
(Continued) 

 

Reconciliation of Operating Income to Net Cash Used For Operating Activities
Operating Income 102,120$          

Adjustments to Reconcile Operating Income to Net Cash Used For Operating Activities

Changes in Assets, Liabil ities, and Deferred Inflows and Outflows:
(Increase)/Decrease in Accounts Receivables 26,361               
(Increase)/ Decrease in Deferred Outflows 1,424,719         
Increase/ (Decrease) in Deferred Inflows 1,750,604         
Increase/ (Decrease) in Net Pension/OPEB Liabil ity (4,829,065)        
(Increase)/Decrease in Other Assets (160,889)           
Increase/(Decrease) in Accounts Payable, Trade 756,049            
Increase/(Decrease) in Accrued Expenses (22,195)             
Increase/(Decrease) in Withholdings Payable (11,591)                                        y                      

Net Cash Used For Operating Activities (963,887)$         

See Accompanying Notes to the Basic Financial Statements  
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NOTE 1 - DESCRIPTION OF THE ENTITY 
 
The Northeast Ohio College Preparatory School, (the School) is a nonprofit corporation established 
pursuant to Ohio Revised Code Chapters 3314 and 1702.  The School’s mission is to provide an orderly 
and supportive environment whereby students experience preparations for college, career and life. The 
School operates on a foundation, which fosters character building for all students, parents and staff 
members.  The School, which is part of the State’s education program, is independent of any school district 
and is nonsectarian in its programs, admission policies, employment practices, and all other operations.  
The School may acquire facilities as needed and contract for any services necessary for the operation of 
the School. 

 
The School was approved for operation under a contract with Ohio Council of Community Schools 
(“OCCS”) (the Sponsor) for a five-year period commencing on July 1, 2015.  The Sponsor is responsible for 
evaluating the performance of the School and has the authority to deny renewal of the contract at its 
expiration or terminate the contract prior to its expiration.  

 
The School operates under the direction of a Board of Directors (the Board).  The Board is responsible for 
carrying out the provisions of the contract which include, but are not limited to, state mandated provisions 
regarding student populations, curriculum, academic goals, performance standards, admissions 
standards, and qualifications of teachers.  The Board controls the School’s instructional and administrative 
staff. The School contracts with ACCEL Schools of Ohio (management company, see note 15) to assist in the daily 
operations of the school. 
 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The basic financial statements of the School have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental nonprofit organizations. The Governmental 
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental 
accounting and financial reporting principles. The more significant of the School’s accounting policies are 
described below. 

 
Basis of Presentation - The School’s basic financial statements consist of a Statement of Net Position, a 
Statement of Revenues, Expenses and Change in Net Position, and a Statement of Cash Flows. Enterprise 
fund reporting focuses on the determination of the changes Net Position, financial position and cash 
flows. 

 
The Government Accounting Standards Board identifies the presentation of all financial activity to be 
reported within one enterprise fund for year-ending reporting purposes.  Enterprise accounting is used to 
account for operations that are financed and operated in a manner similar to private business enterprise 
where the intent is that the cost (expense) of providing goods and services to the general public on a 
continuing basis be financed or recovered primarily through user charges. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Measurement Focus and Basis of Accounting - The accounting and financial reporting treatment is 
determined by measurement focus. Enterprise accounting uses a flow of economic resources 
measurement focus. Under this measurement focus, all assets, all deferred outflows of resources, all 
liabilities, and all deferred inflows of resources are included on the Statement of Net Position. The 
Statement of Revenues, Expenses and Changes in Net Position presents increases (e.g., revenues) and 
decreases (e.g., expenses) in total Net Position. 

 
Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported in 
the financial statements. The accrual basis of accounting is used for reporting purposes.  Revenues are 
recognized when they are earned, and expenses are recognized when they are incurred.  
 
Budgetary Process - Community Schools are statutorily required to adopt a budget by ORC 3314.032(c). 
However, unlike other public schools located in the state of Ohio, community schools are not required to 
follow budgetary provisions set forth in Ohio Revised Code Chapter 5705 (with the exception section 
5705.391 – Five Year Forecasts), unless specifically provided for in the School’s sponsorship agreement. 
The contract between the School and its Sponsor does not require the School to follow the provisions of 
ORC 5705; therefore, no budgetary information is presented in the basic financial statements. 

       
Cash and Cash Equivalents - Cash received by the School is reflected as “Cash and Cash Equivalents” on 
the Statement of Net Position.  The School did not have any investments during the period ended June 
30, 2018. 
      
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from these estimates. 
 
Capital Assets and Depreciation - Capital assets are capitalized at cost. Donated Capital Assets are 
recorded at their acquisition values as of the date received. The costs of additions are capitalized and 
expenditures for repairs and maintenance are expensed when incurred.  When property is sold or retired, 
the related costs and accumulated depreciation are removed from the financial records and any gain or 
loss is included in additions to or deductions from Net Position. Capital assets had a net book value of zero 
at June 30, 2018, net of accumulated depreciation. Depreciation of capital assets is calculated utilizing the 
straight-line method over the estimated useful lives of the asset which are as follows: 

  
Asset Class     Useful Life 
Computers & Software     3 years 

 Furniture, Fixtures, & Equipment               5 years 
       Textbooks     3 years       

 
The School’s policy for asset capitalization threshold is $5,000. Assets or certain asset groups not meeting 
the capitalization threshold are not capitalized and are not included in the assets represented in the 
accompany statement of Net Position. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Intergovernmental Revenues - The School currently participates in the State Foundation Program. 
Revenues received from this program are recognized as operating revenues in the accounting period in 
which all eligibility requirements have been met. 

 
Grants and entitlements are recognized as non-operating revenues in the accounting period in which 
eligibility requirements have been met. 
 
Eligibility requirements include timing requirements, which specify the year when the resources are 
required to be used or the fiscal year when use is first permitted, matching requirements, in which the 
School must provide local resources to be used for a specified purpose, and expenditure requirements, in 
which the resources are provided to the School on a reimbursement basis. 

 
The School also participates in various federal programs passed through the Ohio Department of 
Education. 

 
Also, during the fiscal year, the School received a pro-rata share of property tax distributions from the 
Cleveland Municipal School District (CMSD) as part of a partnership agreement executed between the 
School and CMSD. 

 
Under the above programs the School recorded $4,403,912 this fiscal year from the Foundation Program 
and Casino Tax Revenues, $779,610 from Federal Grants and $371,325 of CMSD property tax distributions. 
 
Compensated Absences - Vacation is taken in a manner which corresponds with the school calendar; 
therefore, the School does not accrue vacation time as a liability. Sick/personal leave benefits are earned 
by full-time employees at the rate of eight days per year and cannot be carried into the subsequent years.  
No accrual for sick time is made since unused time is not paid to employees upon employment 
termination. 
 
Accrued Liabilities - Obligations incurred but unpaid at June 30 are reported as accrued liabilities in the 
accompanying financial statements.  These liabilities consisted of Accounts Payable, Advances Payable, 
and Withholdings Payable and totaled $2,791,391 at June 30, 2018. 

 
Exchange and Non-Exchange Transactions - Revenue resulting from exchange transactions, in which each 
party gives and receives essentially equal value, is recorded on the accrual basis when the exchange takes 
place. Non-exchange transactions, in which the School receives value without directly giving equal value 
in return, include grants, entitlements and donations.  Revenue from grants, entitlements and donations 
is recognized in the fiscal year in which all eligibility requirements have been satisfied.  Eligibility 
requirements include timing requirements, which specify the year when the resources are required to be 
used or the fiscal year when use is first permitted, matching requirements, in which the School must 
provide local resources to be used for a specified purpose, and expenditures requirements, in which the 
resources are provided to the School on a reimbursement basis.

Attachment 26: Audited Financial Statements Page 4393



NORTHEAST OHIO COLLEGE PREPARATORY SCHOOL - CUYAHOGA COUNTY, OHIO 
 

NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2018 
 

19 
 

 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Deferred Inflows and Deferred Outflows of Resources - In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of resources represent a consumption of net position that applies to a future period and will not be 
recognized as an outflow of resources (expense/expenditure) until then.  For the School, deferred 
outflows of resources are reported on the statement of net position for pension and OPEB.  The deferred 
outflows of resources related to pension and OPEB plans are explained in Note 10 and 11. 
 
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. For the School, deferred inflows of resources include 
pension and OPEB. These amounts are deferred and recognized as an inflow of resources in the period 
the amounts become available.  Deferred inflows of resources related to pension and OPEB plans are 
reported on the statement of net position. (See Note 10 and 11)  
         
Net Position - Net position represents the difference between assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources. Net Position is reported as restricted when there are 
limitations imposed on their use through external restriction imposed by creditors, grantors, or laws and 
regulations of other governments.  The School applies restricted resources when an expense is incurred 
for purposes for which both restricted and unrestricted Net Position are available. Net Position invested 
in capital assets consist of capital assets, net of accumulated depreciation, reduced by the outstanding 
balances of any borrowings used for the acquisition, construction, or improvement of those assets. 

 
Operating and Non-Operating Revenues and Expenses - Operating revenues are those revenues that are 
generated directly from the primary activities of the School.  For the School, these revenues are primarily 
the State Foundation program.  Operating expenses are necessary costs incurred to provide the good or 
service that is the primary activity of the School.  All revenues and expenses not meeting this definition 
are reported as non-operating.   
 
Non-operating revenues are those revenues that are not generated directly from the primary activities of 
the School.  Various federal and state grants, interest earnings, if any, and other miscellaneous revenues 
comprise the non-operating revenues of the School.  Interest and fiscal charges on outstanding 
obligations, as well as gain or loss on capital asset disposals, if any comprise the non-operating expenses. 

 
Pensions/Other Postemployment Benefits (OPEB) – For purposes of measuring the net pension/OPEB 
liability, deferred outflows of resources and deferred inflows of resources related to pensions/OPEB, and 
pension/OPEB expense, information about the fiduciary net position of the pension/OPEB plans and 
additions to/deductions from their fiduciary net positon have been determined on the same basis as they 
are reported by the pension/OPEB plan.  For this purpose, benefit payments (including refunds of 
employee contributions) are recognized when due and payable in accordance with the benefit terms.  The 
pension/OPEB plans report investments at fair value. 
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NOTE 3 - CASH AND CASH EQUIVALENTS 
 
The following information classifies deposits by category of risk as defined in GASB Statement No.3 
“Deposits with Financial Institutions, Investments (including Repurchase Agreements) and Reverse 
Repurchase Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk 
Disclosures”. 

 
The School maintains its cash balances at one financial institution, PNC Bank, located in Ohio. The balances 
are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account. 
At June 30, 2018, the book amount of the School’s deposits was $17,228 and the bank balance was 
$82,153.  
 
The School had no deposit policy for custodial risk beyond the requirement of state statute. Ohio law 
requires that deposits either be insured or be protected by eligible securities pledged to and deposited 
either with the School or a qualified trustee by the financial institution as security for repayment or by a 
collateral pool of eligible securities deposited with a qualified trustee to secure repayment of all public 
monies deposited in the financial institution whose market value shall be at least 105% of deposits being 
secured. At June 30, 2018, none of the bank balance was exposed to custodial credit risk. 
 
NOTE 4 - RECEIVABLES 
 
The School had Accounts receivables totaling $486,737 at June 30, 2018. These receivables represented 
reimbursements due to the School, but not received as of June 30, 2018.  The School also had 
Intergovernmental receivables of $32,383 at June 30, 2018. These receivables represented monies due to 
the School from the Foundation Program and Medicaid, but not received as of June 30, 2018.   Amounts 
are expected to be collected within one year. 
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NOTE 4 – RECEIVABLES (continued) 
 
Notes Receivable - During the fiscal year ending 2016, the School converted amounts owed from other 
community schools managed by I CAN Schools into promissory notes. The first note is with Lake Erie 
Preparatory in the amount of $187,000. The note began on June 30, 2016 and matures on June 30, 2026. 
The annual interest rate is 3.5%. The second note with Akron Preparatory School in the amount of 
$555,500. The note began on June 30, 2016 and matures on June 30, 2026. The annual interest rate is 
3.5%. The third note is with Ohio College Preparatory School in the amount of $105,000. The note began 
on June 30, 2016 and matures on June 30, 2026. The annual interest rate is 3.5%. The fourth note is with 
Canton College Preparatory School in the amount of $475,000. The note began on June 30, 2016 and 
matures on June 30, 2026. The annual interest rate is 3.5%.  A schedule of amounts due as of June 30, 
2018 is as follows: 
 

 
 
 
 
 
 
 
 

NOTE 5 - CAPITAL ASSETS  
 
For the period ending June 30, 2018, the School’s capital assets consisted of the following: 
 

 

Balance Balance

06/30/17 Additions Deletions 06/30/18

Capital Assets:

Computers & Software 609,119$      0$                0$              609,119$       

Furniture, Fixtures, and Equipment 148,297        0                  0                148,297         

Textbooks 78,167         0                  0                78,167           

Total Capital Assets 835,583        0                  0                835,583         

Less Accumulated Depreciation:

Computers & Software (609,119)       0                  0                (609,119)        

Furniture, Fixtures, and Equipment (148,297)       0                  0                (148,297)        

Textbooks (78,167)        0                  0                (78,167)          

Total Accumulated Depreciation (835,583)       0                  0                (835,583)        

Total Capital Assets, Net 0$                0$                0$              0$                 

Balance Balance

06/30/17 Additions Reductions 06/30/18

 

Lake Erie Preparatory School 185,150$      0$                0$              185,150$       48,562$      

Akron Preparatory School 550,007        0                  (19,478)       530,529         121,811      

Ohio College Preparatory School 105,000        0                  (18,171)       86,829           9,573         

Canton College Preparatory School 475,000        0                  0                475,000         126,511      

Total Notes Receivable 1,315,157$   0$                (37,649)$     1,277,508$    306,457$    

Due Within 

One Year
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NOTE 6 - ADVANCES PAYABLE 
 
During the fiscal year ending 2018, the School received working capital advances from Charter School 
Capital through a receivables purchase agreement. As the School receives its monthly State funding, 
these advances are repaid, however, the School may elect to receive future advances from Charter 
School Capital by entering into additional agreements.  
 
The total amount of advances payable at June 30, 2018 was $1,292,900.  The School paid $178,637 in 
cost of funding charges during the fiscal year 2018. The activity for the year is reflected as follows: 
 

NOTE 7 - LONG-TERM OBLIGATIONS 
 
The changes in the School’s long-term obligations during fiscal year 2018 were as follows: 

In fiscal year 2018, the School’s management company, Accel Schools issued a note in the amount of 
$227,320 to cover prior year lease costs due to lessor.  The note has a maturity date of August 30, 2021 
and an interest rate of 2.5%.  No principal is due prior to the maturity date. Interest paid during 2018 was 
$3,789.   
 
NOTE 8 - PURCHASED SERVICES 
For the period of July 1, 2017 through June 30, 2018, the School made the following purchased services 
commitments: 

Purchased Services Amount

Professional Services 1,274,696$      

Property Services 404,023

   Utilities 163,417

Travel & Meetings 1,078

Communications 83,818

Contractual Trade 384,579

Pupil Transportation 464,968

Total $2,776,579

 

Restated 
Balance 

6/30/2017 Additions Reductions
Balance 

6/30/2018
Due Within 

the Year
Post Employment Liability:
Net Pension Liability 10,940,849$    0$                      4,313,734$     6,627,115$     0$                      
Net OPEB Liability 2,098,661         0                        515,331           1,583,330       0                        

Total Post Employment Liability 13,039,510      0                         4,829,065       8,210,445       0                        

Notes Payable - Accel Schools 0                         227,320           0                        227,320           0                        

Total Long-Term Obligations 13,039,510$    227,320$         4,829,065$     8,437,765$     0$                      

Balance 
6/30/2017 Additions Reductions

Balance 
6/30/2018

Charter School Capital 1,552,200$        3,140,696$      (3,399,996)$    1,292,900$        
1,552,200$        3,140,696$       (3,399,996)$    1,292,900$        
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NOTE 9 - RISK MANAGEMENT 
 

Property & Liability - The School is exposed to various risks of loss related to torts; theft of, damage to, 
and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  During the 
fiscal year ending June 30, 2015, the School contracted with Cincinnati Insurance Company for general 
liability insurance with a $1,000,000 each occurrence/ $2,000,000 annual aggregate, as well as, an 
umbrella policy with a $10,000,000 aggregate limit.  The School also had a $1,000,000 School Leaders 
policy in place through National Union Fire Insurance.  There were no settlements in excess of insurance 
coverage over the past 3 years, nor has insurance coverage significantly reduced from the prior year.  

 
Workers’ Compensation - The School pays the State Worker’s Compensation System a premium for 
employee injury coverage.  The premium is calculated by multiplying the monthly total gross payroll by a 
factor that is calculated by the State.  

 
Employee Medical and Dental Benefits - The School provides medical, vision, and dental insurance 
benefits through Aetna to all full-time employees. During the School year, the School paid 90% of the 
monthly premiums for all employees. 

 
NOTE 10 - DEFINED BENEFIT PENSIONS PLANS 

  
Defined Benefit Pension Plans 
 
Net Pension Liability 
 
The net pension liability reported on the Statement of Net Position represents a liability to employees for 
pensions. Pensions are a component of exchange transactions-–between an employer and its 
employees—of salaries and benefits for employee services.  Pensions are provided to an employee—on a 
deferred-payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for pensions is a present obligation 
because it was created as a result of employment exchanges that already have occurred. 
 
The net pension liability represents the School’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   
 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which pensions are financed; however, the School 
does receive the benefit of employees’ services in exchange for compensation including pension.  
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NOTE 10 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State legislature.  Any resulting legislative change to benefits or funding could 
significantly affect the net pension liability.   Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability 
on the accrual basis of accounting.  Any liability for the contractually-required pension contribution 
outstanding at the end of the year is included in withholdings payable on the accrual basis of accounting.   
 
Plan Description - School Employees Retirement System (SERS) 
 
Plan Description – School non-teaching employees participate in SERS, a cost-sharing, multiple-employer 
defined benefit pension plan administered by SERS.  SERS provides retirement, disability, and survivor 
benefits, annual cost-of-living adjustments, and death benefits to plan members and beneficiaries.   
 
Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  SERS issues a publicly 
available, stand-alone financial report that includes financial statements, required supplementary information, and 
detailed information about SERS’ fiduciary net position.  That report can be obtained by visiting the SERS website at 
www.ohsers.org under Employers/Audit Resources.  
 
 
Age and service requirements for retirement are as follows: 
 

Eligible to Eligible to
Retire on or before Retire on or after
August 1, 2017 * August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 65 with 5 years of service credit Age 57 with 30 years of service credit

Actuarially Reduced Benefits Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Age 55 with 25 years of service credit Age 60 with 25 years of service credit

* Members with 25 years of service credit as of August 1, 2017, will be included in this plan.  
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on years of service; 2.2 percent for the first thirty years of service and 2.5 percent for years 
of service credit over 30.  Final average salary is the average of the highest three years of salary. 
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NOTE 10 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
When a benefit recipient has received benefits for 12 months, an annual COLA is provided. This COLA is 
calculated on the base retirement benefit at the date of retirement and is not compounded. For those 
retiring prior to January 7, 2013, the COLA will continue to be a three percent simple annual COLA. For 
those retiring after January 7, 2013, beginning in calendar year 2019, the COLA will be based on the 
average percentage increase in the Consumer Price Index, capped at three percent. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the School is required to contribute 14 percent of annual covered payroll. The contribution requirements 
of plan members and employers are established and may be amended by the SERS’ Retirement Board up 
to statutory maximum amounts of 10 percent for plan members and 14 percent for employers.  The 
Retirement Board, acting with the advice of the actuary, allocates the employer contribution rate among 
four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care 
Fund).  For the fiscal year ended June 30, 2018, the allocation to pension, death benefits, and Medicare B 
was 14.00 percent. No allocation was made to the Health Care Fund. SERS allocated 0.5 percent of 
employer contributions to the Health Care Fund for fiscal year 2018 
 
The School’s contractually required contribution to SERS was $38,113 for fiscal year 2018.    
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing, multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information, and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan, and a Combined Plan.  Benefits are established by Ohio Revised Code 
Chapter3307.  The DB plan offers an annual retirement allowance based on final average salary multiplied 
by a percentage that varies based on years of service.  Effective August 1, 2015, the calculation will be 2.2 
percent of final average salary for the five highest years of earnings multiplied by all years of service. 
Members are eligible to retire at age 60 with five years of qualifying service credit, or age 55 with 26 years 
of service, or 31 years of service regardless of age.  Age and service requirements for retirement will 
increase effective August 1, 2015 and will continue to increase periodically until they reach age 60 with 
35 years of service or age 65 with five years of service on August 1, 2026. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination 
of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
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NOTE 10 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
The Combined Plan offers features of both the DB Plan and the DC Plan.  In the Combined Plan, 12.0 of 
the 14.0 percent member rates goes to the DC Plan and the remaining 2.0 percent goes to the DB plan. 
Member contributions to the DC plan are allocated among investment choices by the member, and 
contributions to the DB plan from the employer and the member are used to fund the defined benefit 
payment at a reduced level from the regular DB Plan.  The defined benefit portion of the Combined Plan 
payment is payable to a member on or after age 60 with five years of services.  The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity 
after termination of employment at age 50 or later.  
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another STRS plan.  The optional annuitization of a member’s defined contribution account or the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of investment gain or loss on the account.  STRS has therefore included all three plan 
options in the GASB 68 schedules of employer allocation and pension amounts by employer.  
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit that apply for disability benefits.  Members in the DC Plan who 
become disabled are entitled only to their account balance.  If a member of the DC Plan dies before 
retirement benefits begin, the member’s designated beneficiary is entitled to receive the member’s 
account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2018, plan members were required to contribute 14 percent of their annual covered salary. The School 
was required to contribute 14 percent; the entire 14 percent was the portion used to fund pension 
obligations. The fiscal year 2018 contribution rates were equal to the statutory maximum rates.  
 
The School’s contractually required contributions to STRS was $302,603 for fiscal year 2018.  
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions  

The net pension liability was measured as of June 30, 2017, and the total pension liability used to calculate 
the net pension liability was determined by an actuarial valuation as of that date. The School’s proportion 
of the net pension liability was based on the School’s share of contributions to the pension plan relative 
to the contributions of all participating entities.   
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NOTE 10 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Following is information related to the proportionate share and pension expense: 
 

SERS STRS Total
Proportion of the Net Pension Liability
  Prior Measurement Date 0.04300253% 0.02332115%
Proportion of the Net Pension Liability
  Current Measurement Date 0.02938785% 0.02050605%

Change in Proportionate Share -0.01361468% -0.00281510%

Proportionate Share of the Net Pension
  Liability $1,755,859 $4,871,256 6,627,115$         
Pension Expense $500,567 ($1,585,931) ($1,085,364)  

 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, changes in assumptions and changes in the School’s proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods.  
 
The difference between projected and actual investment earnings is recognized in pension expense using 
a straight line method over a five year period beginning in the current year.  Deferred outflows and 
deferred inflows resulting from changes in sources other than differences between projected and actual 
investment earnings are amortized over the average expected remaining service lives of all members 
(both active and inactive) using the straight line method. Employer contributions to the pension plan 
subsequent to the measurement date are also required to be reported as a deferred outflow of resources. 
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NOTE 10 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
At June 30, 2018, the School reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  

SERS STRS Total
Deferred Outflows of Resources
Differences between expected and
  actual experience 75,564$               188,102$             263,666$             
Changes in proportion and differences 90,796                 1,065,398            1,156,194
Difference between School contributions
  and proportionate share of contributions 884,899 689,332 1,574,231
School contributions subsequent to the 
  measurement date 38,113 302,603 340,716

Total Deferred Outflows of Resources 1,089,372$          2,245,435$          3,334,807$          

Deferred Inflows of Resources
Differences between expected and
  actual experience $0 $39,261 $39,261
Changes of assumptions 0 0 0
Net difference between projected and
  actual earnings on pension plan investments 8,337 160,755 169,092
Changes in proportion and differences
 between School contributions 614,572 823,305 1,437,877
  and proportionate share of contributions

Total Deferred Inflows of Resources 622,909$             1,023,321$          1,646,230$          
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NOTE 10 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
$340,716 reported as deferred outflows of resources related to pension resulting from School 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the year ending June 30, 2019.  Other amounts reported as deferred outflows of resources and 
deferred inflows of resources related to pension will be recognized in pension expense as follows:  
 

SERS STRS Total
Fiscal Year Ending June 30:

2019 $623,742 $514,193 $1,137,935
2020 (11,635)          393,893         382,258
2021 (142,825)        92,014           (50,811)
2022 (40,932)          (80,589)          (121,521)

Total $428,350 $919,511 $1,347,861

 
 
Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment termination).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point.  The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant.  In many cases actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
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NOTE 10 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2017, are presented below: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
COLA  or Ad Hoc COLA 2.5 percent
Investment Rate of Return 7.50 percent net of investments expense, including inflation
Actuarial Cost Method Entry Age Normal

 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection and a five year age set-back for both males and females.  Mortality among 
service retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection with Scale BB, 120 percent of male rates and 110 percent of female rates.  
Mortality among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 percent 
for male rates and 100 percent for female rates, set back five years is used for the period after disability 
retirement.  
 
The actuarial assumptions used in the June 30, 2017 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, payroll 
growth assumption and assumed real wage growth were reduced in the most recent actuarial valuation.  
The rates of withdrawal, retirement and disability updated to reflect recent experience and mortality rates 
were also updated 
 
The long-term return expectation for the Pension Plan Investments has been determined using a building-
block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  A 
forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating a weighted averaged of the expected 
real return premiums for each asset class, adding the projected inflation rate, and adding the expected 
return from rebalancing uncorrelated asset classes. The target allocation and best estimates of arithmetic 
real rates of return for each major assets class are summarized in the following table: 
 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
International Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Stratagies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return 
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NOTE 10 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute.  Projected inflows from investment earning were calculated using the long-term assumed 
investment rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of projected 
benefits to determine the total pension liability.   
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the net pension liability calculated using the discount rate of 7.50 percent, as 
well as what each plan’s net pension liability would be if it were calculated using a discount rate that is 
one percentage point lower (6.50 percent), or one percentage point higher (8.50 percent) than the current 
rate.  

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

School's proportionate share

  of the net pension liability $2,436,676 $1,755,859 $1,185,536

 
 
Actuarial Assumptions – STRS  

The total pension liability in the June 30, 2017, actuarial valuation was determined using the following 
actuarial assumptions, applied to all periods included in the measurement:  
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NOTE 10 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Post-retirement mortality rates for healthy retirees are based on the RP-2014 Annuitant Mortality Table 
with 50% of rates through age 69, 70% of rates between ages 70 and 79, 90% of rates between ages 80 
and 84, and 100% of rates thereafter, projected forward generationally using mortality improvement scale 
MP-2016.  Post-retirement disabled mortality rates are based on the RP-2014 Disabled Mortality Table 
with 90% of rates for males and 100% of rates for females, projected forward generationally using 
mortality improvement scale MP-2016.  Pre-retirement mortality rates are based on RP-2014 Employee 
Mortality Table, projected forward generationally using mortality improvement scale MP-2016.Actuarial 
assumptions used in the July 1, 2017, valuation are based on the results of an actuarial experience study, 
for the period July 1, 2011 through June 30, 2016.  
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
 

Target
Asset Class Allocation *

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Long-Term Expected
Real Rate of Return **

 
 
*The target allocation percentage is effective as of July 1, 2017. Target weights will be phased in over a 24-month 
period concluding on July 1, 2019. 
 
** 10-Year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25% and 
does not include investment expenses. Over a 30-year period, STRS Ohio’s investment consultant indicates that the 
above target allocations should generate a return above the actuarial rate of return, without net value added by 
management.  
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2017. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate increases 
described above. For this purpose, only employer contributions that are intended to fund benefits of 
current plan members and their beneficiaries are included.  Projected employer contributions that are 
intended to fund the service costs of future plan members and their beneficiaries, as well as projected 
contributions from future plan members, are not included.   
 
Based on those assumptions, STRS’ fiduciary net position was projected to be available to make all 
projected future benefit payments to current plan members as of June 30, 2017.  Therefore, the long-
term expected rate of return on pension plan investments of 7.45 percent was applied to all periods of 
projected benefit payment to determine the total pension liability as of June 30, 2017.
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NOTE 10 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the School’s proportionate share of the net pension liability calculated 
using the current period discount rate assumption of 7.45 percent, as well as what the School’s 
proportionate share of the net pension liability would be if it were calculated using a discount rate that is 
one-percentage-point lower (6.45 percent) or one-percentage-point higher (8.45 percent) than the 
current rate:  

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

School's proportionate share

  of the net pension liability $6,982,780 $4,871,256 $3,092,614

 
 
Assumption Changes since the Prior Measurement Date 
The Retirement Board approved several changes to the actuarial assumptions in 2017. The long term 
expected rate of return was reduced from 7.75 percent to 7.45 percent, the inflation assumption was 
lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered to 3.00 percent, 
and total salary increases rate was lowered by decreasing the merit component of the individual salary 
increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy and disabled 
mortality assumptions were updated to the RP-2014 mortality tables with generational improvement 
scale MP-2016. Rates of retirement, termination and disability were modified to better reflect anticipated 
future experience. 
 
Benefit Term Changes Since the Prior Measurement Date 
Effective July 1, 2017, the COLA was reduced to zero.  
 
NOTE 11 - POSTEMPLOYMENT BENEFITS 
 
Net OPEB Liability 

 
The net OPEB liability reported on the statement of net position represents a liability to employees for 
OPEB. OPEB is a component of exchange transactions-–between an employer and its employees—of 
salaries and benefits for employee services.  OPEB are provided to an employee—on a deferred-payment 
basis—as part of the total compensation package offered by an employer for employee services each 
financial period.  The obligation to sacrifice resources for OPEB is a present obligation because it was 
created as a result of employment exchanges that already have occurred. 

 
The net OPEB liability represents the School’s proportionate share of each OPEB plan’s collective actuarial 
present value of projected benefit payments attributable to past periods of service, net of each OPEB 
plan’s fiduciary net position.  The net OPEB liability calculation is dependent on critical long-term variables, 
including estimated average life expectancies, earnings on investments, cost of living adjustments and 
others.  While these estimates use the best information available, unknowable future events require 
adjusting these estimates annually.   
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NOTE 11 - POSTEMPLOYMENT BENEFITS (continued) 
 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which OPEB are financed; however, the School does 
receive the benefit of employees’ services in exchange for compensation including OPEB.  
 
GASB 75 assumes the liability is solely the obligation of the employer, because they benefit from employee 
services.  OPEB contributions come from these employers and health care plan enrollees which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
to benefits or funding could significantly affect the net OPEB liability. Resulting adjustments to the net 
OPEB liability would be effective when the changes are legally enforceable. The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB liability 
on the accrual basis of accounting.  Any liability for the contractually-required OPEB contribution 
outstanding at the end of the year is included in withholdings payable on the accrual basis of accounting. 
 
Plan Description - School Employees Retirement System (SERS) 
 
Health Care Plan Description - The School contributes to the SERS Health Care Fund, administered by SERS 
for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a cost-
sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare benefits 
to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the death of a member or retiree, are eligible for SERS’ health care coverage. Most retirees and 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self-insured preferred provider 
organization for its non-Medicare retiree population. For both groups, SERS offers a self-insured 
prescription drug program. Health care is a benefit that is permitted, not mandated, by statute.  The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the 
plan selected, qualified years of service, Medicare eligibility, and retirement status.   
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NOTE 11 - POSTEMPLOYMENT BENEFITS (continued) 
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required pensions and benefits, the 
Retirement Board may allocate the remainder of the employer contribution of 14 percent of covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2018, .5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro-rated if 
less than a full year of service credit was earned. For fiscal year 2018, this amount was $23,700. Statutes 
provide that no employer shall pay a health care surcharge greater than 2 percent of that employer’s 
SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the total statewide 
SERS-covered payroll for the health care surcharge.  For fiscal year 2018, the School’s surcharge obligation 
was $2,144.  
 
The surcharge added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The School’s contractually required contribution to SERS was 
$3,556 for fiscal year 2018.     
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part 
B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the 
report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed 
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees, for the most recent year, pay a portion of the health care costs in the form of a monthly 
premium.  Under Ohio law, funding for post-employment health care may be deducted from employer 
contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2018, STRS did 
not allocate any employer contributions to post-employment health care.   
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NOTE 11 - POSTEMPLOYMENT BENEFITS (continued) 
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB  
 
The net OPEB liability was measured as of June 30, 2017, and the total OPEB liability used to calculate the 
net OPEB liability was determined by an actuarial valuation as of that date. The School's proportion of the 
net OPEB liability was based on the School’s share of contributions to the respective retirement systems 
relative to the contributions of all participating entities.  Following is information related to the 
proportionate share and OPEB expense: 

 

SERS STRS Total
Proportion of the Net OPEB Liability
  Prior Measurement Date 0.02987121% 0.02332115%
Proportion of the Net OPEB Liability
  Current Measurement Date 0.02918543% 0.02050605%

Change in Proportionate Share -0.00068578% -0.00281510%

Proportionate Share of the Net OPEB
  Liability 783,260$               800,070$               1,583,330$        
OPEB Expense 41,539                   (266,645)               (225,106)             
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NOTE 11 - POSTEMPLOYMENT BENEFITS (continued) 
 

At June 30, 2018, the School reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  

SERS STRS Total
Deferred Outflows of Resources
Differences between expected and
  actual experience 0$                46,185$       46,185$       
Changes of assumptions 0                  0                  0                  
Changes in proportion and differences
    between contributions and proportionate
    share of contributions 0                  0                  0                  
School contributions subsequent to the 
  measurement date 3,556           0                  3,556           

Total Deferred Outflows of Resources 3,556$         46,185$       49,741$       

Deferred Inflows of Resources
Differences between expected and
  actual experience 0$                0$                0$                
Changes of assumptions 74,328         64,449         138,777       
Net difference between projected and
  actual earnings on OPEB plan investments 2,068           34,197         36,265         
Changes in proportion and differences
    between contributions and proportionate
    share of contributions 14,348         129,045       143,393       

Total Deferred Inflows of Resources 90,744$       227,691$     318,435$     
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NOTE 11 - POSTEMPLOYMENT BENEFITS (continued) 
 
$3,556 reported as deferred outflows of resources related to OPEB resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending June 30, 2019.  Other amounts reported as deferred outflows of resources and deferred 
inflows of resources related to OPEB will be recognized in OPEB expense as follows:  

SERS STRS Total
Fiscal Year Ending June 30:

2019 (32,646)$        (33,099)$        (65,745)           
2020 (32,646)          (33,099)          (65,745)           
2021 (24,935)          (33,099)          (58,034)           
2022 (517)               (33,100)          (33,617)           
2023 0                     (24,550)          (24,550)           

Thereafter 0                     (24,559)          (24,559)           

Total (90,744)$        (181,506)$      (272,250)$       

 
 
Actuarial Assumptions - SERS 
 
The total OPEB liability is determined by SERS’ actuaries in accordance with GASB Statement No. 74, as 
part of their annual actuarial valuation for each retirement plan. Actuarial valuations of an ongoing plan 
involve estimates of the value of reported amounts (e.g., salaries, credited service) and assumptions about 
the probability of occurrence of events far into the future (e.g., mortality, disabilities, retirements, 
employment terminations). Actuarially determined amounts are subject to continual review and potential 
modifications, as actual results are compared with past expectations and new estimates are made about 
the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point. The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
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NOTE 11 - POSTEMPLOYMENT BENEFITS (continued) 
 
Key methods and assumptions used in calculating the total OPEB liability in the latest actuarial valuation 
date of June 30, 2017, are presented below: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investments

expense, including inflation
Municipal Bond Index Rate:
    Measurement Date 3.56 percent
    Prior Measurement Date 2.92 percent
Single Equivalent Interest Rate, net of plan investment expense,
 including price inflation
    Measurement Date 3.63 percent
    Prior Measurement Date 2.98 percent
Medical Trend Assumption
    Medicare 5.50 to 5.00 percent
    Pre-Medicare 7.50 to 5.00 percent  

 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The most recent experience study was completed for the five year period ended June 30, 2015.   
 
The long-term expected rate of return on plan assets is reviewed as part of the actuarial five-year 
experience study. The most recent study covers fiscal years 2010 through 2015, and was adopted by the 
Board on April 21, 2016. Several factors are considered in evaluating the long-term rate of return 
assumption including long-term historical data, estimates inherent in current market data, and a log-
normal distribution analysis in which best-estimate ranges of expected future real rates of return were 
developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long-term expected rate of return, 7.50 percent, by weighting the expected future real rates 
of return by the target asset allocation percentage and then adding expected inflation. The capital market 
assumptions developed by the investment consultant are intended for use over a 10-year horizon and 
may not be useful in setting the long-term rate of return for funding pension plans which covers a longer 
timeframe. The assumption is intended to be a long-term assumption and is not expected to change 
absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental 
change in the market that alters expected returns in future years. 
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NOTE 11 - POSTEMPLOYMENT BENEFITS (continued) 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 
as used in the June 30, 2015 five-year experience study, are summarized as follows:  
 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return

 
 

Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2017 was 3.63 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2017 was 2.98 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be made 
from members and the System at the state statute contribution rate of 2.00 percent of projected covered 
employee payroll each year, which includes a 1.50 percent payroll surcharge and 0.50 percent of 
contributions from the basic benefits plan. Based on these assumptions, the OPEB plan’s fiduciary net 
position was projected to become insufficient to make future benefit payments during the fiscal year 
ending June 30, 2025. Therefore, the long-term expected rate of return on OPEB plan assets was used to 
present value the projected benefit payments through the fiscal year ending June 30, 2024 and the Fidelity 
General Obligation 20-year Municipal Bond Index rate of 3.56 percent, as of June 30, 2017 (i.e. municipal 
bond rate), was used to present value the projected benefit payments for the remaining years in the 
projection. The total present value of projected benefit payments from all years was then used to 
determine the single rate of return that was used as the discount rate. The projection of future benefit 
payments for all current plan members was until the benefit payments ran out. 
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NOTE 11 - POSTEMPLOYMENT BENEFITS (continued) 
 
Sensitivity of the School's Proportionate Share of the Net OPEB Liability to Changes in the Discount Rate 
and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in the 
discount rate and the health care cost trend rate. The following table presents the net OPEB liability of 
SERS, what SERS' net OPEB liability would be if it were calculated using a discount rate that is 1 percentage 
point lower (2.63%) and higher (4.63%) than the current discount rate (3.63%). Also shown is what SERS' 
net OPEB liability would be based on health care cost trend rates that are 1 percentage point lower (6.5% 
decreasing to 4.0%) and higher (8.5% decreasing to 6.0%) than the current rate. 
  

Current
1% Decrease Discount Rate 1% Increase

(2.63%) (3.63%) (4.63%)
School's proportionate share
  of the net OPEB liability $945,886 $783,260 $654,419

Current
1% Decrease Trend Rate 1% Increase

(6.5% decreasing (7.5% decreasing (8.5% decreasin
 to 4.0%)  to 5.0%)  to 6.0%)

School's proportionate share
  of the net OPEB liability $635,557 $783,260 $978,748  

 
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2017, actuarial valuation are presented below:   

 
Inflation 2.50 percent
Projected salary increases 12.50 percent at age 20 to 

 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment

 expenses, including inflation
Payroll Increases 3 percent
Cost-of-Living Adjustments 0.0 percent, effective July 1, 2017
  (COLA)
Blended Discount Rate of Return 4.13 percent
Health Care Cost Trends 6 to 11 percent initial, 4.5 percent ultimate  

 
Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
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NOTE 11 - POSTEMPLOYMENT BENEFITS (continued) 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between 
ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality 
improvement scale MP-2016. For disabled retirees, mortality rates are based on the RP-2014 Disabled 
Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected forward 
generationally using mortality improvement scale MP-2016. 
 
Actuarial assumptions used in the June 30, 2017, valuation are based on the results of an actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 
Since the prior measurement date, the discount rate was increased from 3.26 percent to 4.13 percent 
based on the methodology defined under GASB Statement No. 74, Financial Reporting for 
Postemployment Benefit Plans Other Than Pension Plans (OPEB) and the long term expected rate of return 
was reduced from 7.75 percent to 7.45 percent. Valuation year per capita health care costs were updated, 
and the salary scale was modified. The percentage of future retirees electing each option was updated 
based on current data and the percentage of future disabled retirees and terminated vested participants 
electing health coverage were decreased. The assumed mortality, disability, retirement, withdrawal and 
future health care cost trend rates were modified along with the portion of rebated prescription drug 
costs. 
 
Also since the prior measurement date, the subsidy multiplier for non-Medicare benefit recipients was 
reduced from 2.1 percent to 1.9 percent per year of service. Medicare Part B premium reimbursements 
were discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 2019.  Subsequent to the current measurement 
date, the date for discontinuing remaining Medicare Part B premium reimbursements was extended to 
January 2020. 
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NOTE 11 - POSTEMPLOYMENT BENEFITS (continued) 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
 

Target
Asset Class Allocation

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

* 10 year annualized geometric nominal returns, which  include the 
real rate of return and inflation of 2.25 percent and does not include 
investment expenses.  Over a 30-year period, STRS' investment
consultant indicates that the above target allocations should
generate a return above the actual rate of return, without net
value added by management.

Long-Term Expected
Rate of Return *

 
 

Discount Rate The discount rate used to measure the total OPEB liability was 4.13 percent as of June 30, 
2017. The projection of cash flows used to determine the discount rate assumes STRS Ohio continues to 
allocate no employer contributions to the health care fund. Based on these assumptions, the OPEB plan’s 
fiduciary net position was not projected to be sufficient to make all projected future benefit payments of 
current plan members. The OPEB plan’s fiduciary net position was projected to become insufficient to 
make future benefit payments during the fiscal year ending June 30, 2037.  Therefore, the long-term 
expected rate of return on OPEB plan assets was used to determine the present value of the projected 
benefit payments through the fiscal year ending June 30, 2036 and the Bond Buyer 20-year municipal 
bond rate of 3.58 percent as of June 30, 2017 (i.e. municipal bond rate), was used to determine the present 
value of the projected benefit payments for the remaining years in the projection.  The total present value 
of projected benefit payments from all years was then used to determine the single rate of return that 
was used as the discount rate. The blended discount rate of 4.13 percent, which represents the long-term 
expected rate of return of 7.45 percent for the funded benefit payments and the Bond Buyer 20-year 
municipal bond rate of 3.58 percent for the unfunded benefit payments, was used to measure the total 
OPEB liability as of June 30, 2017.  A blended discount rate of 3.26 percent which represents the long term 
expected rate of return of 7.75 percent for the funded benefit payments and the Bond Buyer 20-year 
municipal bond rate of 2.85 percent for the unfunded benefit payments was used to measure the total 
OPEB liability at June 30, 2016. 
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NOTE 11 - POSTEMPLOYMENT BENEFITS (continued) 
 
Sensitivity of the School’s Proportionate Share of the Net OPEB Liability to Changes in the Discount and 
Health Care Cost Trend Rate The following table represents the net OPEB liability as of June 30, 2017, 
calculated using the current period discount rate assumption of 4.13 percent, as well as what the net 
OPEB liability would be if it were calculated using a discount rate that is one percentage point lower (3.13 
percent) or one percentage point higher (5.13 percent) than the current assumption. Also shown is the 
net OPEB liability as if it were calculated using health care cost trend rates that are one percentage point 
lower or one percentage point higher than the current health care cost trend rates. 

Current
1% Decrease Discount Rate 1% Increase

(3.13%) (4.13%) (5.13%)
School's proportionate share
  of the net OPEB liability $1,074,082 $800,070 $583,512

 
 

Current
1% Decrease Trend Rate 1% Increase

School's proportionate share
  of the net OPEB liability $555,855 $800,070 $1,121,487  

 
 
NOTE 12 - CONTINGENCIES  

 
Grants - The School received financial assistance from federal and state agencies in the form of grants.  
Amount received from grantor agencies are subject to audit and adjustment by the grantor.  Any 
disallowed costs may require refunding to the grantor.  Amount which may be disallowed, if any, are not 
presently determinable.  However, in the opinion of the School, any such adjustments will not have a 
material adverse effect on the financial position of the School.  

 
Litigation - There are currently no matters in litigation with the School as defendant. 

 
Full-time Equivalency - School foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  
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NOTE 12 – CONTINGENCIES (continued)  
 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE did not perform such a review on the School for fiscal year 2018.  
 
As of the date of this report, additional ODE adjustments for fiscal year 2018 are not finalized.  As a result, 
the impact of future FTE adjustments on the fiscal year 2018 financial statements is not determinable, at 
this time. Management believes this may result in either an additional receivable to, or a liability of, the 
School. 
 
In addition, the School’s contract with their Sponsor and Management Company require payment based 
on revenues received from the State.  As discussed above, additional FTE adjustments for fiscal year 2018 
are not finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 2018 financial 
statements, related to additional reconciliation necessary with these contracts, is not fully determinable.  
Management believes this may result in either an additional receivable to, or liability of, the School.  
 
NOTE 13 - SPONSOR CONTRACT 

 
The School contracted with Ohio Council of Community Schools as its sponsor and oversight services as 
required by law.  Sponsorship fees are calculated as a 2.25 percent of state funds received by the School 
from the State of Ohio. For the fiscal year ended June 30, 2018, the total sponsorship fees paid totaled 
$104,974.  
 
NOTE 14 - LEASE OBLIGATIONS 
  

In fiscal year 2018, the School’s management company, Accel Schools entered into a lease with St. John 
Cantius in place of the School.  The term of the lease was for a one-year period of time and can be 
extended on a month-to-month basis.   Rent for both buildings on the parish campus is $20,000 per month 
and is due from the School to Accel Schools.  The School is directly responsible for related utilities on a 
pro-rata share of space utilized under the lease.  Rent expense for the School for fiscal year 2018 was 
$240,000.  The lease has been renewed for an additional one year term. 
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NOTE 15 - MANAGEMENT COMPANY and MANAGEMENT COMPANY EXPENSES 
 

For fiscal year 2018 the School entered into an agreement with Accel Schools Ohio, LLC to provide 
management support services. The agreement is for a period beginning May 1, 2017 and ending on June 
30, 2027. Management fees are calculated as 18% of the total revenues received from the State of Ohio. 
The total amount due from the School for the fiscal year ending June 30, 2018, was $937,460 and is 
included under “Purchased Services” on the Statements of Revenues, Expenses, and Changes in Net 
Position.   
 
Also, per the management agreement there are expenses that will be billed to the School based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of employees working in at 
the School and other costs related to providing education and administrative services. The total amount 
billed during fiscal year 2018 was $2,291,164. 
 
For the periods ended June 30, 2018, Accel Schools Ohio, LLC, incurred the following expenses on behalf 
of the School: 
 

 
 

Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro-rated based on 
full time equivalent (FTE) head count as of June 30, 2018 by each school it manages.  
 

Northeast Ohio College Preparatory

Regular 
Instruction

(1100 Function 
Codes)

Special 
Instruction

(1200 Function 
Codes)

Support 
Services

(2000 Function 
Codes)

Non-Instructional 
(3000 through 
7000 Function 

Codes)

Total

Professional & Technical Services (410 Object Codes) -$                -$                965,613$        -$                     965,613$    
Property Services (420 Object Codes) -                  -                  180,000          -                       180,000      
Communications (440 Object Codes) -                  -                  48,968            -                       48,968        
Other Supplies (510 Object Codes) 4,651              -                  55,378            -                       60,029        
Other Direct Expense (800 Object Codes) -                  -                  9,666              -                       9,666          

Overhead -                  -                  469,993          -                       469,993      

Total Expenses 4,651$            -$                1,729,618$     -$                     1,734,269$ 

Direct Expenses: 

Indirect Expenses: 
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NOTE 16 – IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES  
 
For the fiscal year ended June 30, 2018, the School has implemented Governmental Accounting Standards 
Board (GASB) Statement No. 75, Accounting and Financial reporting for Postemployment Benefits other 
than Pensions, GASB Statement No. 81, Irrevocable Split-Interest Agreements, GASB Statement No. 85, 
Omnibus 2017 and GASB Statement No. 86, Certain Debt Extinguishments. 
 
GASB Statement No. 75 requires recognition of the entire net postemployment benefits other than 
pensions (other postemployment benefits or OPEB) liability and a more comprehensive measure of 
postemployment benefits expense for OPEB provided to the employees of state and local governmental 
employers through OPEB plans that are administered through trusts or equivalent arrangements. The 
implementation of GASB Statement No. 75 resulted in the inclusion of net OPEB liability and OPEB expense 
components on the accrual financial statements.  See Note 17 for the effect on net position as previously 
reported, 
 
GASB Statement No. 81 requires that a government that receives resources pursuant to an irrevocable 
split-interest agreement recognize assets, liabilities, and deferred inflows of resources at the inception of 
the agreement. Furthermore, it requires that a government recognize assets representing its beneficial 
interests in irrevocable split-interest agreements that are administered by a third party, if the government 
controls the present service capacity of the beneficial interests. This Statement also requires that a 
government recognize revenue when the resources become applicable to the reporting period.  The 
implementation of GASB Statement No. 81 did not have an effect on the financial statements of the 
School. 
 
GASB Statement No. 85 addresses a variety of topics including issues related to blending component units, 
goodwill, fair value measurement and application, and postemployment benefits. These changes were 
incorporated in the School’s fiscal year 2018 financial statements; however, there was no effect on 
beginning net position.  
 
GASB Statement No. 86 addresses the reporting and disclosure requirements of certain debt 
extinguishments including in-substance defeasance transactions and prepaid insurance associated with 
debt that is extinguished. The implementation of GASB Statement No. 86 did not have an effect on the 
financial statements of the School.
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NOTE 17 – RESTATEMENT OF NET POSITION 
 
GASB 75 established standards for measuring and recognizing Post-Employment Benefit Liabilities (OPEB), 
deferred outflows of resources, deferred inflows of resources and expense/expenditure.  In addition 
during the current year there was an error discovered in the calculation to allocate the management 
companies’ share of the Net Pension Liability to member schools.  The implementation of this 
pronouncement and the correction of the error had the following effect on net position as reported June 
30, 2017. 
  

Net Position June 30, 2017 (6,733,011)$   

Adjustments:
Net OPEB liability (2,098,661)     
Deferred Outflow - Payments Subsequent to Measurement Date 18,975             

Net Pension Liability (91,114)           

Restated Net Position June 30, 2017 (8,903,811)$   

 
Other than employer contributions subsequent to the measurement date, the School made no 
restatement for deferred inflows/outflows of resources as the information needed to generate these 
restatements was not available. 
 
NOTE 18 - MANAGEMENT PLAN 
 
For fiscal year 2018, the School had a net position deficit of $(7,833,182). The School’s net deficit in fiscal 
year 2018 improved from the $(8,903,811) restated net deficit in fiscal 2017. Enrollment decreased in 
fiscal year 2018 to 487, down from 550 in fiscal year 2017.  The School’s ability to maintain a stable 
administrative and instructional team along with active advertising via print, radio, mailings and through 
referrals of current parents is anticipated to help produce the likelihood of future enrollment growth 
leading to surpluses and provide an opportunity for the school to recover from its prior deficits. 
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2018 2017 2016 2015 2014

School's Proportion of the Net Pension Liability 0.02938785% 0.04300253% 0.04124867% 0.00844086% 0.00844086%

School's Proportionate Share of the Net Pension Liability 1,755,859$       3,147,387$       2,353,689$      427,187$         501,951$         

School's Covered Payroll 961,050$         2,313,529$       2,141,032$      1,034,271$       402,189$         

School's Proportionate Share of the Net Pension Liability 182.70% 136.04% 109.92% 41.21% 124.77%

as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 69.50% 62.98% 69.16% 71.70% 65.52%

Total Pension Liability

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional

      years' will be displayed as it becomes available. 

Amounts presented as of the School's measurement date which is the prior fiscal year end.  
 

See accompanying notes to the required supplementary information. 
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Restated

2018 2017 2016 2015 2014

School's Proportion of the Net Pension Liability 0.02050605% 0.02332115% 0.02410015% 0.02103651% 0.02103651%

School's Proportionate Share of the Net Pension Liability 4,871,256$   7,793,462$    6,660,576$   5,116,807$   6,095,107$   

School's Covered Payroll 2,254,579$   2,717,336$    2,419,979$   2,103,292$   1,505,600$   

School's Proportionate Share of the Net Pension Liability 216.06% 286.81% 275.23% 243.28% 404.83%

as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 75.30% 66.80% 72.10% 74.70% 69.30%

Total Pension Liability

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional

      years' will be displayed as it becomes available. 

Amounts presented as of the School's measurement date which is the prior fiscal year end.  
 
 

 
See accompanying notes to the required supplementary information. 
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2018 2017 2016 2015 2014 2013 2012 2011

Contractually Required Contribution 38,113$         134,547$       323,894$       282,188$       143,350$       55,663$         30,193$         16,639$         

Contributions in Relation to the Contractually 

Required Contribution (38,113)$        (134,547)$      (323,894)$      (282,188)$      (143,350)$      (55,663)$        (30,193)$        (16,639)$        

Contribution Deficiency (Excess) -$              -$              -$              -$              -$              -$              -$              -$              

School's Covered Payroll 282,319$       961,050$       2,313,529$     2,141,032$     1,034,271$     402,189$       224,483$       132,371$       

Contributions as a Percentage of

Covered Payroll 13.50% 14.00% 14.00% 13.18% 13.86% 13.84% 13.45% 12.57%

(1) Information prior to 2011 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

 
 
 

See accompanying notes to the required supplementary information. 
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2018 2017 2016 2015 2014 2013 2012 2011

Contractually Required Contribution 302,603$       315,641$       380,427$       338,797$       273,428$       195,728$       171,826$       84,323$         

Contributions in Relation to the Contractually 

Required Contribution (302,603)$      (315,641)$      (380,427)$      (338,797)$      (273,428)$      (195,728)$      (171,826)$      (84,323)$        

Contribution Deficiency (Excess) -$              -$              -$              -$              -$              -$              -$              -$              

School's Covered Payroll 2,241,504$     2,254,579$     2,717,336$     2,419,979$     2,103,292$     1,505,600$     1,321,738$     648,638$       

Contributions as a Percentage of

Covered Payroll 13.50% 14.00% 14.00% 14.00% 13.00% 13.00% 13.00% 13.00%

(1) Information prior to 2011 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

 
See accompanying notes to the required supplementary information. 
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2018 2017

School's Proportion of the Net OPEB Liability 0.02918543% 0.02987121%

School's Proportionate Share of the Net OPEB Liability 783,260$         851,440$         

School's Covered Payroll 961,050$         2,313,529$       

School's Proportionate Share of the Net OPEB Liability 81.50% 36.80%

as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 12.46% 11.49%

Total OPEB Liability

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, and additional

      years' will be displayed as it becomes available. 

Amounts presented as of the School's measurement date which is the prior fiscal year end.

 
 

See accompanying notes to the required supplementary information 
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2018 2017

School's Proportion of the Net OPEB Liability 0.02050605% 0.02332115%

School's Proportionate Share of the Net OPEB Liability 800,700$         1,247,221$       

School's Covered Payroll 2,254,579$       2,717,336$       

School's Proportionate Share of the Net OPEB Liability 35.49% 45.90%

as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 47.10% 37.30%

Total OPEB Liability

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, and additional

      years' will be displayed as it becomes available. 

Amounts presented as of the School's measurement date which is the prior fiscal year end.

 
 

See accompanying notes to the required supplementary information 
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2018 2017 2016 2015 2014 2013 2012 2011

Contractually Required Contribution 3,556$           18,975$         21,373$         19,094$         2,956$           4,039$           4,629$           3,284$           

Contributions in Relation to the Contractually 

Required Contribution (3,556)$          (18,975)$        (21,373)$        (19,094)$        (2,956)$          (4,039)$          (4,629)$          (3,284)$          

Contribution Deficiency (Excess) -$              -$              -$              -$              -$              -$              -$              -$              

School's Covered Payroll 282,319$       961,050$       2,313,529$     2,141,032$     1,034,271$     402,189$       224,483$       132,371$       

OPEB Contributions as a Percentage of

Covered Payroll 1.26% 1.97% 0.92% 0.89% 0.29% 1.00% 2.06% 2.48%

(1) Information prior to 2011 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

 
 

See accompanying notes to the required supplementary information. 
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2018 2017 2016 2015 2014 2013 2012 2011

Contractually Required Contribution -$              -$              -$              -$              21,033$         15,056$         13,217$         6,486$           

Contributions in Relation to the Contractually 

Required Contribution -$              -$              -$              -$              (21,033)$        (15,056)$        (13,217)$        (6,486)$          

Contribution Deficiency (Excess) -$              -$              -$              -$              -$              -$              -$              -$              

School's Covered Payroll 2,161,450$     2,254,579$     2,717,336$     2,419,979$     2,103,292$     1,505,600$     1,321,738$     648,638$       

Contributions as a Percentage of

Covered Payroll 0.00% 0.00% 0.00% 0.00% 1.00% 1.00% 1.00% 1.00%

(1) Information prior to 2011 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

 
 

See accompanying notes to the required supplementary information. 
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Net Pension Liability  
 
Changes of benefit terms - SERS:  
 
There were no changes in benefit terms from the amounts reported for fiscal years 2014-2018. 
 
The following changes were made to the benefit terms in 2018 as identified: The COLA was changed from a fixed 3.00% 
to a COLA that is indexed to CPI-W not greater than 2.5% with a floor of 0% beginning January 1, 2018. In addition, with 
the authority granted the Board under HB 49, the Board has enacted a three-year COLA suspension for benefit recipients 
in calendar years 2018, 2019 and 2020. 
 
Changes in assumptions - SERS:  
 
There were no changes in methods and assumptions used in the calculation of actuarial determined contributions for 
fiscal years 2014-2016 and 2018. For fiscal year 2018, the following changes of assumptions affected the total pension 
liability since the prior measurement date: (a) the assumed rate of inflation was reduced from 3.25% to 3.00%, (b) payroll 
growth assumption was reduced from 4.00% to 3.50%, (c) assumed real wage growth was reduced from 0.75% to 0.50%, 
(d) Rates of withdrawal, retirement and disability were updated to reflect recent experience, (e) mortality among active 
members was updated to RP-2014 Blue Collar Mortality Table with fully generational projection and a five year age set-
back for both males and females, (f) mortality among service retired members, and beneficiaries was updated to the 
following RP-2014 Blue Collar Mortality Table with fully generational projection with Scale BB, 120% of male rates, and 
110% of female rates and (g) mortality among disable member was updated to RP-2000 Disabled Mortality Table, 90% for 
male rates and 100% for female rates, set back five years is used for the period after disability retirement (h) change in 
discount rate from 7.75% to 7.5%.   

 
Changes in benefit terms - STRS:  
 
There were no changes in benefit terms from the amounts reported for fiscal years 2014-2017. Effective for fiscal year 
2018, the cost of living adjustment (COLA) was reduced to zero. 
 
Changes in assumptions - STRS:  
 
There were no changes in methods and assumptions used in the calculation of actuarial determined contributions for 
fiscal years 2014-2018.  For fiscal year 2018, the following changes of assumptions affected the total pension liability since 
the prior measurement date: (a) inflation assumption lowered from 2.75% to 2.50%, (b) investment return assumption 
lowered from 7.75% to 7.45%, (c) total salary increases rates lowered by decreasing the merit component of the individual 
salary increases, as well as by 0.25% due to lower inflation, (d) payroll growth assumption lowered to 3.00%, (e) updated 
the healthy and disable mortality assumption to the “RP-2014” mortality tables with generational improvement scale MP-
2016, (f) rates of retirement, t termination and disability were modified to better reflect anticipated future experience.  
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Net OPEB Liability  
  
Changes in Assumptions – SERS  
  
Amounts reported for fiscal year 2018 incorporate changes in key methods and assumptions used in calculating the total 
OPEB liability as presented below:  
  
Municipal Bond Index Rate: 
    Fiscal year 2018          3.56 percent 
    Fiscal year 2017         2.92 percent 
Single Equivalent Interest Rate, net of plan investment expense, 
 including price inflation 
    Fiscal year 2018          3.63 percent 
    Fiscal year 2017         2.98 percent 
  
Changes in Assumptions – STRS  
  
For fiscal year 2018, the discount rate was increased from 3.26 percent to 4.13 percent based on the methodology defined 
under GASB Statement No. 74, Financial Reporting for Postemployment Benefit Plans Other Than Pension Plans (OPEB) 
and the long term expected rate of return was reduced from 7.75 percent to 7.45 percent. Valuation year per capita health 
care costs were updated, and the salary scale was modified. The percentage of future retirees electing each option was 
updated based on current data and the percentage of future disabled retirees and terminated vested participants electing 
health coverage were decreased. The assumed mortality, disability, retirement, withdrawal and future health care cost 
trend rates were modified along with the portion of rebated prescription drug costs.  
  
Also, for fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 2.1 percent to 1.9 
percent per year of service. Medicare Part B premium reimbursements were discontinued for certain survivors and 
beneficiaries and all remaining Medicare Part B premium reimbursements will be discontinued beginning January 2019. 
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December 27, 2018

To the Board of Trustees
Northeast Ohio College Preparatory School
2357 Tremont Avenue
Cleveland, Ohio 44113

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 
and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards

We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the Northeast Ohio 
College Preparatory School, Cuyahoga County, Ohio (the “School”) as of and for the year ended June 30, 
2018, and the related notes to the financial statements, which collectively comprise the School’s basic 
financial statements, and have issued our report thereon dated December 27, 2018, in which we noted the 
School restated their net position to account for the implementation of Governmental Accounting 
Standard Board (GASB) Statement No. 75, “Accounting and Financial reporting for Postemployment 
Benefits other than Pensions”, and restated the net pension liability amount to account for an error 
discovered in the calculation to allocate the management companies’ share of the net pension liability to 
member schools. In addition, the School has suffered recurring losses from operations and has a net 
position deficit of $7,833,182, including the net effect of net pension liability, net OPEB liability and 
related accruals totaling $6,790,562, that raises substantial doubt about its ability to continue as a going 
concern.

Internal Control over Financial Reporting

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

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

Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified.
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Northeast Ohio College Preparatory School
Independent Auditor’s Report on Internal Control over Financial Reporting and on 

Compliance and Other Matters Based on an Audit of Financial Statements 
Performed in Accordance with Government Auditing Standards

Page 2 of 2

Compliance and Other Matters

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

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose.

Medina, Ohio
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December 27, 2018

To the Board of Trustees
Northeast Ohio College Preparatory School
Cuyahoga County, Ohio
2357 Tremont Avenue
Cleveland, OH 44113

Independent Auditor’s Report on Compliance for Each Major Federal Program and
Report on Internal Control over Compliance Required by the Uniform Guidance

Report on Compliance for Each Major Federal Program

We have audited the Northeast Ohio College Preparatory School’s, Cuyahoga County, Ohio (the 
“School”) compliance with the types of compliance requirements described in the OMB Compliance 
Supplement that could have a direct and material effect on each of the School’s major federal programs 
for the year ended June 30, 2018. The School’s major federal programs are identified in the summary of 
auditor’s results section of the accompanying Schedule of Findings and Questioned Costs.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and conditions 
of its federal awards applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the School’s major federal programs 
based on our audit of the types of compliance requirements referred to above. We conducted our audit of 
compliance in accordance with auditing standards generally accepted in the United States of America; the 
standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of Federal 
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for 
Federal Awards (Uniform Guidance). Those standards and Uniform Guidance require that we plan and 
perform the audit to obtain reasonable assurance about whether noncompliance with the types of 
compliance requirements referred to above that could have a direct and material effect on a major federal 
program occurred. An audit includes examining, on a test basis, evidence about the School’s compliance 
with those requirements and performing such other procedures as we considered necessary in the 
circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major 
federal program. However, our audit does not provide a legal determination of the School’s compliance.
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Northeast Ohio College Preparatory School
Independent Auditor’s Report on Compliance for Each Major Federal Program and

Report on Internal Control over Compliance Required by the Uniform Guidance
Page 2 of 2

Opinion on Each Major Federal Program

In our opinion, the School complied, in all material respects, with the types of compliance requirements 
referred to above that could have a direct and material effect on each of its major federal programs for the 
year ended June 30, 2018.

Report on Internal Control over Compliance

Management of the School is responsible for establishing and maintaining effective internal control over 
compliance with the types of compliance requirements referred to above. In planning and performing our 
audit of compliance, we considered the School’s internal control over compliance with the types of 
requirements that could have a direct and material effect on each major federal program to determine the 
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on 
compliance for each major federal program and to test and report on internal control over compliance in 
accordance with Uniform Guidance, but not for the purpose of expressing an opinion on the effectiveness 
of internal control over compliance. Accordingly, we do not express an opinion on the effectiveness of the 
School’s internal control over compliance.

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

Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over 
compliance that might be material weaknesses or significant deficiencies. We did not identify any 
deficiencies in internal control over compliance that we consider to be material weaknesses. However, 
material weaknesses may exist that have not been identified.

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

Medina, Ohio
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Total

CFDA Grant Provided to

Number Year Subrecipients Disbursements

U. S. Department of Education

Passed Through Ohio Department of Education:

Title I 84.010 2018 0$               363,123$       

Special Education Cluster:

IDEA Part B 84.027 2018 0 134,341         

Total Special Education Cluster 0                 134,341         

Total U.S. Department of Education 0                 497,464         

U. S. Department of Agriculture

Passed Through the Ohio Department of Education:

Child Nutrition Cluster:

School Breakfast Program 10.553 2018 0 77,543           

National School Lunch Program 10.555 2018 0 189,540         

Total Child Nutrition Cluster 0                 267,083         

Total U.S. Department of Agriculture 0                 267,083         

TOTAL FEDERAL FINANCIAL ASSISTANCE 0$               764,547$       

NORTHEAST OHIO COLLEGE PREPARATORY SCHOOL

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED JUNE 30, 2018

Pass Through Grantor/

Program Title

Federal Grantor/

CUYAHOGA COUNTY, OHIO

See the Notes to the Schedule of Expenditures of Federal Awards.
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NORTHEAST OHIO COLLEGE PREPARATORY SCHOOL

CUYAHOGA COUNTY

Notes to the Schedule of Expenditures of Federal Awards

2 CFR §200.510(b)(6)

For the Year Ended June 30, 2018

NOTE A - BASIS OF PRESENTATION

The accompanying Schedule of Expenditures of Federal Awards (the Schedule) includes the federal 

award activity of Northeast Ohio College Preparatory School, Cuyahoga County, Ohio (the School) under 

programs of the federal government for the year ended June 30, 2018.  The information on this Schedule 

is prepared in accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, 

Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards

(Uniform Guidance). Because the Schedule presents only a selected portion of the operations of the 

School, it is not intended to and does not present the financial position, changes in net position, or cash 

flows of the School. 

NOTE B – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures 

are recognized following the cost principles contained in the Uniform Guidance, wherein certain types of 

expenditures may or may not be allowable or may be limited as to reimbursement. The School has elected 

not to use the 10-percent de minimus indirect cost rate as allowed under the Uniform Guidance.

NOTE C – TRANSFERS

The School generally must spend Federal assistance within 15 months of receipt. However, with Ohio 

Department of Education (ODE) approval, the School can transfer (carryover) unspent Federal assistance 

to the succeeding year, thus allowing the School a total of 27 months to spend the assistance. During 

fiscal year 2018, the School did not make any transfers.

NOTE D – CHILD NUTRITION CLUSTER

The School commingles cash receipts from the U.S. Department of Agriculture with similar State Grants. 

When reporting expenditures on this Schedule, the School assumes it expends federal monies first.
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NORTHEAST OHIO COLLEGE PREPARATORY SCHOOL
CUYAHOGA COUNTY, OHIO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
2 CFR §200.515
JUNE 30, 2018

1.  SUMMARY OF AUDITOR'S RESULTS

(d) (1) (i) Type of Financial Statement
Opinion

Unmodified

(d) (1) (ii) Were there any material weaknesses in 
internal control reported at the financial 
statement level (GAGAS)?

No

(d) (1) (ii) Were there any significant deficiencies in 
internal control reported at the financial 
statement level (GAGAS)?

No

(d) (1) (iii) Was there any reported material 
noncompliance at the financial statement 
level (GAGAS)?

No

(d) (1) (iv) Were there any material weaknesses in 
internal control reported for major federal 
programs?

No

(d) (1) (iv) Were there any significant deficiencies in 
internal control reported for major federal 
programs?

No

(d) (1) (v) Type of Major Programs’ Compliance 
Opinion Unmodified

(d) (1) (vi) Are there any reportable findings under 2 
CFR § 200.516(a)? No

(d) (1) (vii) Major Programs (list):

Title I CFDA # 84.010

(d) (1) (viii)
Dollar Threshold: Type A/B Programs Type A: > $750,000

Type B: All others

(d) (1) (ix) Low Risk Auditee under 2 CFR §200.520? No

2.   FINDINGS RELATED TO THE FINANCIAL STATEMENTS
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS

  
None were noted.

3.   FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS

None were noted.

Attachment 26: Audited Financial Statements Page 4440



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
This page intentionally left blank. 

Attachment 26: Audited Financial Statements Page 4441



 
 
 
 
 
 
 
 
 
 
 

 
 
 
 

88 East Broad Street, Columbus, Ohio 43215 
Phone: 614-466-4514 or 800-282-0370 

www.ohioauditor.gov 

 
 

  
NORTHEAST OHIO COLLEGE PREPARATORY SCHOOL 

 
  CUYAHOGA COUNTY 
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Board of Trustees 
Northeast Ohio College Preparatory School 
2357 Tremont Avenue 
Cleveland, Ohio 44113 
 
 
We have reviewed the Independent Auditor’s Report of the Northeast Ohio College Preparatory 
School, Cuyahoga County, prepared by Rea & Associates, Inc., for the audit period July 1, 2016 
through June 30, 2017.  Based upon this review, we have accepted these reports in lieu of the 
audit required by Section 117.11, Revised Code.  The Auditor of State did not audit the 
accompanying financial statements and, accordingly, we are unable to express, and do not 
express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Northeast Ohio College Preparatory School is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
 
 
Dave Yost 
Auditor of State 
 
April 12, 2018  
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February 21, 2018 
 
To the Board of Trustees  
Northeast Ohio College Preparatory School 
2357 Tremont Avenue 
Cleveland, Ohio 44113 
 

Independent Auditor's Report 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Northeast Ohio College Preparatory 
School, Cuyahoga County, Ohio, (the “School”) as of and for the year ended June 30, 2017, and the 
related notes to the financial statements, which collectively comprise the School’s basic financial 
statements as listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation 
and fair presentation of the financial statements in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s 
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. 
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Northeast Ohio College Preparatory School 
Independent Auditor’s Report 
Page 2 of 3 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the School, as of June 30, 2017, and the changes in its financial position and its cash 
flows for the year then ended in accordance with accounting principles generally accepted in the United 
States of America. 
 
Emphasis of Matter 
 
The accompanying financial statements have been prepared assuming the School will continue as a going 
concern. As disclosed in Note 17 to the financial statements, the School has suffered recurring losses from 
operations and has a net position deficit of $6,733,011 that raises substantial doubt about its ability to continue 
as a going concern. This deficit net position includes the effect of the net pension liability and related accruals 
totaling $6,273,504. Note 17 describes management’s plan regarding these issues. The financial statements do 
not include any adjustments that might result from the outcome of this uncertainty. Our opinion is not modified 
with respect to this matter. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis and the Schedule of the School's Proportionate Share of the Net Pension 
Liability, and Schedule of the School’s Contributions on pages 5–10, 36-37, and 38-39, respectively, be 
presented to supplement the basic financial statements. Such information, although not a part of the basic 
financial statements, is required by the Governmental Accounting Standards Board who considers it to be 
an essential part of financial reporting for placing the basic financial statements in an appropriate 
operational, economic, or historical context. We have applied certain limited procedures to the required 
supplementary information in accordance with auditing standards generally accepted in the United States 
of America, which consisted of inquiries of management about the methods of preparing the information 
and comparing the information for consistency with management’s responses to our inquiries, the basic 
financial statements, and other knowledge we obtained during our audit of the basic financial statements. 
We do not express an opinion or provide any assurance on the information because the limited procedures 
do not provide us with sufficient evidence to express an opinion or provide any assurance.  
 
Other Information 
 
Our audit was conducted for the purpose of forming an opinion on the financial statements that 
collectively comprise the School’s basic financial statements. The Schedule of Expenditures of Federal 
Awards, as required by Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform 
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards is presented 
for purposes of additional analysis and is not a required part of the basic financial statements. 
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Independent Auditor’s Report 
Page 3 of 3 
 
The Schedule of Expenditures of Federal Awards is the responsibility of management and was derived 
from and relates directly to the underlying accounting and other records used to prepare the basic 
financial statements. Such information has been subjected to the auditing procedures applied in the audit 
of the basic financial statements and certain additional procedures, including comparing and reconciling 
such information directly to the underlying accounting and other records used to prepare the basic 
financial statements or to the basic financial statements themselves, and other additional procedures in 
accordance with auditing standards generally accepted in the United States of America. In our opinion, 
the Schedule of Expenditures of Federal Awards is fairly stated, in all material respects, in relation to the 
basic financial statements as a whole.  
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated February 21, 
2018 on our consideration of the School’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness 
of the School’s internal control over financial reporting or on compliance. That report is an integral part of 
an audit performed in accordance with Government Auditing Standards in considering the School’s 
internal control over financial reporting and compliance. 

 

 
Medina, Ohio 
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The discussion and analysis of the Northeast Ohio College Preparatory School (the School) financial 
performance provides an overall review of the School’s financial activities for the fiscal year ended June 
30, 2017. The intent of this discussion and analysis is to look at the School’s’ financial performance as a 
whole; readers should also review the basic financial statements and notes to the basic financial 
statements to enhance their understanding of the School’s financial performance.  
 
The Management’s Discussion and Analysis (the MD&A) is an element of the reporting model adopted by 
the Governmental Accounting Standards Board (GASB) in their Statement No. 34 Basic Financial 
Statements – and Management’s Discussion and Analysis – for State and Local Governments. Certain 
comparative information between the current fiscal year and the prior fiscal year is required to be 
presented in the MD&A.  
 

FINANCIAL HIGHLIGHTS 
 
Key Financial Highlights for the School for the 2016-17 school year are as follows:  

 
 Total Assets decreased $239,844. 

 Total Liabilities increased $2,107,804.   

 Total Net Position decreased $2,205,943.  

 Total Operating and Non-Operating revenues were $7,134,665. Total Operating and Non-
Operating expenses were $9,340,608. 
 

USING THIS ANNUAL REPORT 
  
This report consists of three parts: the basic financial statements, notes to those statements, and required 
supplemental information.  The basic financial statements include a Statement of Net Position, a 
Statement of Revenues, Expenses and Changes in Fund Net Position, and a Statement of Cash Flows.   
 
The Statement of Net Position and Statement of Revenues, Expenses, and Changes in Net Position reflect 
how the School did financially during fiscal year 2017.  These statements include all assets and deferred 
outflows of resources, liabilities, and deferred inflows of resources using the accrual basis of accounting 
similar to the accounting used by most private-sector companies. This basis of accounting includes all of 
the current year revenues and expenses regardless of when cash is received or paid.  
 
These statements report the School’s Net Position and changes in Net Position. This change in Net Position 
is important because it tells the reader whether the financial position of the School has improved or 
diminished. The causes of this change may be the result of many factors, some financial, some not. Non-
financial factors include the School’s’ student enrollment, per-pupil funding as determined by the State 
of Ohio, change in technology, required educational programs and other factors. The School uses 
enterprise presentation for all of its activities. 
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USING THIS ANNUAL REPORT (continued) 
 
Statement of Net Position - The Statement of Net Position answers the question of how the School did 
financially during 2017.  This statement includes all assets, deferred outflows of resources, liabilities, and 
deferred inflows of resources, both financial and capital, and short-term and long-term using the accrual 
basis of accounting and economic resource focus, which is similar to the accounting used by most private-
sector companies.  This basis of accounting takes into account all revenues and expenses during the year, 
regardless of when the cash is received or paid.     
 
Table 1 provides a summary of the School’s Net Position for fiscal year 2017 compared to fiscal year 2016. 

 
Table 1 

Statement of Net Position  
 2017  2016 

     

Assets     
Current Assets   $      711,758    $ 930,239 
Non-Current Assets  1,172,237  1,179,580 

Capital Assets, Net  -                14,020 

     Total Assets  1,883,995  2,123,839 

     
Deferred Outflows of Resources  4,790,292  4,991,532 

     
Liabilities     
Current Liabilities  2,343,502          2,071,168         
Net Pension Liability  10,849,735  9,014,265 

Total Liabilities  13,193,237          11,085,433 

     
Deferred Inflows of Resources  214,061  557,006  

    
Net Position     
Investment in Capital Assets                                           -  14,020       
Unrestricted  (6,733,011)  (4,541,088) 

Total Net Position  $ (6,733,011)    $(4,527,068) 

     
 
During a prior year, the School adopted GASB Statement 68, Accounting and Financial Reporting for 
Pensions—an Amendment of GASB Statement 27, which significantly revises accounting for pension costs 
and liabilities.  For reasons discussed below, many end users of this financial statement will gain a clearer 
understanding of the School’s actual financial condition by adding deferred inflows related to pension and 
the net pension liability to the reported net position and subtracting deferred outflows related to pension. 
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USING THIS ANNUAL REPORT (continued) 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  When accounting for 
pension costs, GASB 27 focused on a funding approach.  This approach limited pension costs to 
contributions annually required by law, which may or may not be sufficient to fully fund each plan’s net 
pension liability.  GASB 68 takes an earnings approach to pension accounting; however, the nature of 
Ohio’s statewide pension systems and state law governing those systems requires additional explanation 
in order to properly understand the information presented in these statements. 
 
Under the standards required by GASB 68, the net pension liability equals the School’s proportionate 
share of each plan’s collective: 
 

1. Present value of estimated future pension benefits attributable to active and inactive employees’ 
past service 

2. Minus plan assets available to pay these benefits 
 
GASB notes that pension obligations, whether funded or unfunded, are part of the “employment 
exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, and the 
promise of a future pension.  GASB noted that the unfunded portion of this pension promise is a present 
obligation of the government, part of a bargained-for benefit to the employee and should accordingly be 
reported by the government as a liability since they received the benefit of the exchange.  However, the 
School is not responsible for certain key factors affecting the balance of this liability.  In Ohio, the 
employee shares the obligation of funding pension benefits with the employer.  Both employer and 
employee contribution rates are capped by State statute.  A change in these caps requires action of both 
Houses of the General Assembly and approval of the Governor.  Benefit provisions are also determined 
by State statute.  The employee enters the employment exchange with the knowledge that the employer’s 
promise is limited not by contract but by law.  The employer enters the exchange also knowing that there 
is a specific, legal limit to its contribution to the pension system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension system as against the public employer.  State law operates 
to mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the employment exchange with notice as to the law.  The pension system is responsible for the 
administration of the plan.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability.  As explained above, changes in pension benefits, contribution rates, 
and return on investments affect the balance of the net pension liability, but are outside the control of 
the School.  In the event that contributions, investment returns, and other changes are insufficient to keep 
up with required pension payments, State statute does not assign/identify the responsible party for the 
unfunded portion.  Due to the unique nature of how the net pension liability is satisfied, this liability is 
separately identified within the long-term liability section of the statement of net position. 
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USING THIS ANNUAL REPORT (continued) 
 
In accordance with GASB 68, the School’s statements prepared on an accrual basis of accounting include 
an annual pension expense for their proportionate share of each plan’s change in net pension liability not 
accounted for as deferred inflows/outflows of resources.  
 
As a result of implementing GASB 68, the School is reporting a net pension liability and deferred 
inflows/outflows of resources related to pension on the accrual basis of accounting. 
 
Over time, Net Position can serve as a useful indicator of a government’s financial position.  At June 30, 
2017, the School’s net position totaled $(6,733,011). 
 
Current assets represent cash and cash equivalents and intergovernmental receivables, accounts 
receivable, advances receivable and notes receivable.  Current liabilities represent accounts payable, 
accrued expenses, advances payable, withholdings payable, and line of credit payable at fiscal year-end. 
 
Statement of Revenues, Expenses and Changes in Net Position - Table 2 shows the change in Net Position 
for fiscal years 2017 and 2016, as well as a listing of revenues and expenses.   This change in Net Position 
is important because it tells the reader that, for the School as a whole, the financial position of the School 
has improved or diminished. The cause of this may be the result of many factors, some financial, some 
not.  Non-financial factors include the current laws in Ohio restricting revenue growth, facility conditions, 
required educational programs and other factors. 
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USING THIS ANNUAL REPORT (continued) 
 

Table 2 
Change in Net Position 

     
  2017  2016 

Operating Revenue     
State Aid   $       4,887,332       $    4,698,420 
Other  8,111  43,036 

     Total Operating Revenues  4,895,443  4,741,456 

     
Operating Expenses       
Salaries  2,524,365  2,629,483  
Fringe Benefits  1,412,326  628,540  
Fringe Benefits – GASB 68  1,693,764  1,084,463 
Purchased Services  3,152,946  2,922,181  
Materials and Supplies  273,401  284,684  
Depreciation  14,020  48,475  
Other  15,772  -  

     Total Operating Expenses  9,086,594  7,597,826 

          
 Operating (Loss)  (4,191,151)  (2,856,370) 

     
Non-Operating Revenues (Expenses)       
Federal Grants  1,005,178  1,046,888 
Other Intergovernmental Revenue  453,177  505,901 
Debt Forgiveness  780,867  735,000 
Interest Expense  (254,014)  (263,604) 

       Total Non-Operating Revenues (Expenses)  1,985,208  2,024,185 

     
Change in Net Position  (2,205,943)         (832,185)      

Net Position, Beginning of the Year  (4,527,068)  (3,694,883) 

Net Position, End of Year  $    (6,733,011)  $(4,527,068)   

 
Due to the change in in proportionate share of the Net Pension Liability and the allocation attributed to 
the School from changes in the STRS and SERS deferred inflows of resources and the deferred outflows of 
resources the School had a considerable increase to the fiscal year’s pension expense related to GASB 68. 
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BUDGET 
 
Unlike other public schools located in the State of Ohio, community schools are not required to follow 
budgetary provisions set forth in Ohio Rev. Code Chapter 5705 (with the exception section 5705.391 – 
Five Year Forecasts), unless specifically provided in the community school’s contract with its Sponsor. 
 
The contract between the School and its Sponsor does prescribe a budgetary process. The School must 
prepare and submit a detail budget for every fiscal year to the Board of Directors and its Sponsor.  The 
five-year forecast is also submitted to the Ohio Department of Education, annually. 
 

CAPITAL ASSETS  
 
At fiscal year-end, the net book value of the School’s capital assets was zero.   For more information on 
capital assets, see Note 5 of the Basic Financial Statements. 
 

WORKING CAPITAL ADVANCES 
 
During the fiscal year, the School received working capital monies from Charter School Capital through a 
receivables purchase agreement. As the School receives monthly State funding, these advances are 
repaid, however, the School may elect to receive additional advances from Charter School Capital by 
entering into additional agreements. For more information in advances see Note 6 of the Basic Financial 
Statements. 
 

CURRENT FINANCIAL ISSUES 
 
The School is a community School and is funded through the State of Ohio Foundation Program.  The 
School relies on this, as well as, State and Federal funds as its primary source of revenue.   In 2017, the 
State raised the base per pupil funding to $6,000, which is up from $5,900 in the previous 
year.  Additionally, community schools in Ohio will be allocated a small amount of facilities funding which 
is also per pupil based.  This amount is projected to be approximately $200 per pupil. 
 
The full-time equivalent enrollment of the School for the year ended June 30, 2017 was 550 compared to 
a figure of 552 at the end of fiscal year 2016. 
 
Overall, the School will continue to provide learning opportunities and apply resources to best meet the 
needs of the students served.  
 

CONTACTING THE SCHOOL’S FINANCIAL MANAGEMENT  
 
This financial report is designed to provide our citizen’s, taxpayers, investors and creditors with a general 
overview of the School’s finances and to demonstrate accountability for the money it receives. If you have 
questions about this report or need additional information contact the School’s Fiscal Officer, C. David 
Massa, CPA, of Massa Financial Solutions, LLC, 2357 Tremont Avenue, Cleveland, Ohio 44113. 
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NORTHEAST OHIO COLLEGE PREPARATORY SCHOOL 
 CUYAHOGA COUNTY, OHIO 

  
Statement of Net Position 

At June 30, 2017 

Assets:

Current Assets:

    Cash and Cash Equivalents 44,914$               

    Accounts Receivable 478,995

    Intergovernmental Receivable 43,583

    Notes Receivable - Current Portion 142,920

    Other Assets 1,346

      Total Current Assets 711,758

Noncurrent Assets:

  Notes Receivable, net of current portion 1,172,237

1,172,237

Total Assets 1,883,995            

Deferred Outflows of Resources 4,790,292            

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 732,738               

    Accrued Expenses 22,195                 

    Withholdings Payable 21,295                 

    Line of Credit Payable 15,074                 

    Advances Payable 1,552,200            

       Total Current Liabilities 2,343,502            

Noncurrent Liabilities:

  Net Pension Liability 10,849,735

    Total Noncurrent Liabilities 10,849,735

       Total Liabilities 13,193,237

Deferred Inflows of Resources 214,061

Net Position:

  Unrestricted (6,733,011)

  Total Net Position (6,733,011)$        

See Accompanying Notes to the Basic Financial Statements  
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NORTHEAST OHIO COLLEGE PREPARATORY SCHOOL  
 CUYAHOGA COUNTY, OHIO 

  
Statement of Revenues, 

Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2017 

 
 

Operating Revenues:

  State Aid 4,887,332$         

  Miscellaneous 8,111

    Total Operating Revenues 4,895,443

Operating Expenses:

  Salaries 2,524,365            

  Fringe Benefits 1,412,326               

  Fringe Benefits - GASB 68 1,693,764            

  Purchased Services 3,152,946

  Depreciation 14,020

  Supplies 273,401

  Other Operating Expenses 15,772

    Total Operating Expenses 9,086,594

      Operating Loss (4,191,151)

Non-Operating Revenues and Expenses:

  Federal Grants 1,005,178

  Debt Forgiveness 780,867               

  Intergovernmental Revenues 453,177               

  Interest Expense (254,014)              

    Net Non-operating Revenues and Expenses 1,985,208

Change in Net Position (2,205,943)          

Net Position Beginning of Year (4,527,068)          

Net Position End of Year (6,733,011)$        

See Accompanying Notes to the Basic Financial Statements  
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NORTHEAST OHIO COLLEGE PREPARATORY SCHOOL  
CUYAHOGA COUNTY, OHIO 

  
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2017 
 

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 4,854,772$       

Other Operating Receipts 2,111                 

Cash Payments to Suppliers for Goods and Services (2,860,156)        

Cash Payments to Employees for Services (2,524,365)        

Cash Payments for Employee Benefits (717,268)           

Net Cash Used For Operating Activities (1,244,906)        

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Intergovernmental Revenues 453,177            

Federal and State Grant Receipts 1,011,643         

Charter School Capital Advances 3,755,100         

Charter School Capital Cost of Funding (254,014)           

Charter School Capital Redemptions (3,682,200)        

Note Receivable Payments Received 7,343                 

Line of Credit Principal Payment (1,229)                

Net Cash Provided By Noncapital Financing Activities 1,289,820         

Net Increase in Cash and Cash Equivalents 44,914               

Cash and Cash Equivalents - Beginning of the Year -                     

Cash and Cash Equivalents - Ending of the Year 44,914$            

 
 
 
 
 

 
 
 
 
 
 
 
 

 
 

(Continued) 
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NORTHEAST OHIO COLLEGE PREPARATORY SCHOOL  

CUYAHOGA COUNTY, OHIO  
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2017 

(Continued) 
 

Reconciliation of Operating Loss to Net Cash Used For Operating Activities

Operating Loss (4,191,151)$     

Adjustments to Reconcile Operating Loss to Net Cash Used For Operating Activities

Depreciation 14,020               

Changes in Assets, Liabilities, and Deferred Inflows and Outflows:

(Increase)/Decrease in Accounts Receivables 276,836            

(Increase)/ Decrease in Deferred Outflows 201,239            

Increase/ (Decrease) in Deferred Inflows (342,945)           

Increase/ (Decrease) in Net Pension Liability 1,835,470         

(Increase)/Decrease in Other Assets (1,346)                

Increase/(Decrease) in Accounts Payable, Trade 985,126            

Increase/(Decrease) in Accrued Expenses 2,023                 

Increase/(Decrease) in Withholdings Payable (24,178)             Increase in Notes Payable -                     

Net Cash Used For Operating Activities (1,244,906)$     

 
 
Non-Cash Transaction: During the fiscal year ended June 30, 2017, the School received a one-time debt 
forgiveness in the amount of $522,658 from I CAN Schools and $258,209 from other vendors. This 
forgiveness was applied against open obligations of the School that were owed to I CAN Schools and other 
vendors. 
 
 
 
See Accompanying Notes to the Basic Financial Statements 
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NOTE 1 - DESCRIPTION OF THE ENTITY 
 
The Northeast Ohio College Preparatory School, (the School) is a nonprofit corporation established 
pursuant to Ohio Revised Code Chapters 3314 and 1702.  The School’s mission is to provide an orderly 
and supportive environment whereby students experience preparations for college, career and life. The 
School operates on a foundation, which fosters character building for all students, parents and staff 
members.  The School, which is part of the State’s education program, is independent of any school district 
and is nonsectarian in its programs, admission policies, employment practices, and all other operations.  
The School may acquire facilities as needed and contract for any services necessary for the operation of 
the School. 

 
The School was approved for operation under a contract with Ohio Council of Community Schools 
(“OCCS”) (the Sponsor) for a five-year period commencing on July 1, 2015.  The Sponsor is responsible for 
evaluating the performance of the School and has the authority to deny renewal of the contract at its 
expiration or terminate the contract prior to its expiration.  

 
The School operates under the direction of a Board of Directors (the Board).  The Board is responsible for 
carrying out the provisions of the contract which include, but are not limited to, state mandated provisions 
regarding student populations, curriculum, academic goals, performance standards, admissions 
standards, and qualifications of teachers.  The Board controls the School’s instructional and administrative 
staff. 
 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The basic financial statements of the School have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental nonprofit organizations. The Governmental 
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental 
accounting and financial reporting principles. The more significant of the School’s accounting policies are 
described below. 

 
Basis of Presentation - The School’s basic financial statements consist of a Statement of Net Position, a 
Statement of Revenue, Expenses and Change in Net Position, and a Statement of Cash Flows. Enterprise 
fund reporting focuses on the determination of the changes Net Position, financial position and cash 
flows. 

 
The Government Accounting Standards Board identifies the presentation of all financial activity to be 
reported within one enterprise fund for year-ending reporting purposes.  Enterprise accounting is used to 
account for operations that are financed and operated in a manner similar to private business enterprise 
where the intent is that the cost (expense) of providing goods and services to the general public on a 
continuing basis be financed or recovered primarily through user charges. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Measurement Focus and Basis of Accounting - The accounting and financial reporting treatment is 
determined by measurement focus. Enterprise accounting uses a flow of economic resources 
measurement focus. Under this measurement focus, all assets, all deferred outflows of resources, all 
liabilities, and all deferred inflows of resources are included on the Statement of Net Position. The 
Statement of Revenues, Expenses and Changes in Net Position presents increases (e.g., revenues) and 
decreases (e.g., expenses) in total Net Position. 

 
Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported in 
the financial statements. The accrual basis of accounting is used for reporting purposes.  Revenues are 
recognized when they are earned, and expenses are recognized when they are incurred.  
 
Budgetary Process - Unlike other public schools located in the state of Ohio, community schools are not 
required to follow budgetary provisions set forth in Ohio Revised Code Chapter 5705 (with the exception 
section 5705.391 – Five Year Forecasts), unless specifically provided for in the School’s sponsorship 
agreement. The contract between the School and its Sponsor requires a detailed budget for each year of 
the contract. 

       
Cash and Cash Equivalents - Cash received by the School is reflected as “Cash and Cash Equivalents” on 
the Statement of Net Position.  The School did not have any investments during the period ended June 
30, 2017. 
      
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from these estimates. 
 
Capital Assets and Depreciation - Capital assets are capitalized at cost. Donated Capital Assets are 
recorded at their acquisition values as of the date received. The costs of additions are capitalized and 
expenditures for repairs and maintenance are expensed when incurred.  When property is sold or retired, 
the related costs and accumulated depreciation are removed from the financial records and any gain or 
loss is included in additions to or deductions from Net Position. Capital assets were $0, as of June 30, 
2017, net of accumulated depreciation. Depreciation of capital assets is calculated utilizing the straight-
line method over the estimated useful lives of the asset which are as follows: 

  
Asset Class     Useful Life 
Computers & Software     3 years 

 Furniture, Fixtures, & Equipment               5 years 
       Textbooks     3 years       

 
The School’s policy for asset capitalization threshold is $5,000. Assets or certain asset groups not meeting 
the capitalization threshold are not capitalized and are not included in the assets represented in the 
accompany statement of Net Position. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Intergovernmental Revenues - The School currently participates in the State Foundation Program. 
Revenues received from this program are recognized as operating revenues in the accounting period in 
which all eligibility requirements have been met. 

 
Grants and entitlements are recognized as non-operating revenues in the accounting period in which 
eligibility requirements have been met. 
 
Eligibility requirements include timing requirements, which specify the year when the resources are 
required to be used or the fiscal year when use is first permitted, matching requirements, in which the 
School must provide local resources to be used for a specified purpose, and expenditure requirements, in 
which the resources are provided to the School on a reimbursement basis. 

 
The School also participates in various federal programs passed through the Ohio Department of 
Education. 

 
Also, during the fiscal year, the School received a pro-rata share of property tax distributions from the 
Cleveland Municipal School District (CMSD) as part of a partnership agreement executed between the 
School and CMSD. 

 
Under the above programs the School recorded $4,887,332 this fiscal year from the Foundation Program 
and Casino Tax Revenues, $1,005,178 from Federal Grants and $453,177 of CMSD property tax 
distributions. 
 
Compensated Absences - Vacation is taken in a manner which corresponds with the school calendar; 
therefore, the School does not accrue vacation time as a liability. Sick/personal leave benefits are earned 
by full-time employees at the rate of eight days per year and cannot be carried into the subsequent years.  
No accrual for sick time is made since unused time is not paid to employees upon employment 
termination. 
 
Accrued Liabilities - Obligations incurred but unpaid at June 30 are reported as accrued liabilities in the 
accompanying financial statements.  These liabilities consisted of Accounts Payable, Accrued Expenses, 
Line of Credit Payable, Advances Payable, and Withholdings Payable and totaled $2,434,502 at June 30, 
2017. 

 
Exchange and Non-Exchange Transactions - Revenue resulting from exchange transactions, in which each 
party gives and receives essentially equal value, is recorded on the accrual basis when the exchange takes 
place. Non-exchange transactions, in which the School receives value without directly giving equal value 
in return, include grants, entitlements and donations.  Revenue from grants, entitlements and donations 
is recognized in the fiscal year in which all eligibility requirements have been satisfied.  Eligibility 
requirements include timing requirements, which specify the year when the resources are required to be 
used or the fiscal year when use is first permitted, matching requirements, in which the School must 
provide local resources to be used for a specified purpose, and expenditures requirements, in which the 
resources are provided to the School on a reimbursement basis. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Deferred Inflows and Deferred Outflows of Resources - In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of resources represent a consumption of net position that applies to future periods and will not be 
recognized as an outflow of resources (expense/expenditure) until then. For the School, deferred outflows 
of resources are reported on the statement of net position for pension. The deferred outflows of 
resources related to pension are explained in Note 10. 

 
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to future 
periods and will not be recognized until that time. These amounts have been recorded as a deferred inflow 
on the statement of net position. These amounts are deferred and recognized as an inflow of resources 
in the period the amounts become available. Deferred inflows of resources related to pension are 
reported on the statement of net position. (See Note 10) 
         
Net Position - Net position represents the difference between assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources. Net Position is reported as restricted when there are 
limitations imposed on their use through external restriction imposed by creditors, grantors, or laws and 
regulations of other governments.  The School applies restricted resources when an expense is incurred 
for purposes for which both restricted and unrestricted Net Position are available. Net Position invested 
in capital assets consist of capital assets, net of accumulated depreciation, reduced by the outstanding 
balances of any borrowings used for the acquisition, construction, or improvement of those assets. 

 
Operating and Non-Operating Revenues and Expenses - Operating revenues are those revenues that are 
generated directly from the primary activities of the School.  For the School, these revenues are primarily 
the State Foundation program.  Operating expenses are necessary costs incurred to provide the good or 
service that is the primary activity of the School.  All revenues and expenses not meeting this definition 
are reported as non-operating.   
 
Non-operating revenues are those revenues that are not generated directly from the primary activities of 
the School.  Various federal and state grants, interest earnings, if any, and other miscellaneous revenues 
comprise the non-operating revenues of the School.  Interest and fiscal charges on outstanding 
obligations, as well as gain or loss on capital asset disposals, if any comprise the non-operating expenses. 

 

Pensions - For purposes of measuring the net pension liability, deferred outflows of resources and 
deferred inflows of resources related to pensions and pension expense, information about the fiduciary 
net position of the pension plans and additions to/deletions from their fiduciary net position have been 
determined on the same basis as they are reported by the pension systems. For this purpose, benefit 
payments (including refunds of employee contributions) are recognized when due and payable in 
accordance with the benefit terms. The pension systems report investments at fair value. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Implementation of New Accounting Principles - For the fiscal year ended June 30, 2017, the School has 
implemented Governmental Accounting Standards Board (GASB) Statement No. 77, Tax Abatement 
Disclosures, GASB Statement No. 78, Pensions Provided through Certain Multiple-Employer Defined 
Benefit Pension Plans, GASB Statement No. 80, Blending Requirements for Certain Component Units - an 
amendment of GASB Statement No. 14 and GASB Statement No. 82, Pension Issues - an amendment of 
GASB Statements No. 67, No. 68, and No. 73. 
 
GASB Statement No. 77 requires disclosure of tax abatement information about (1) a reporting 
government’s own tax abatement agreements and (2) those that are entered into by other governments 
and that reduce the reporting government’s tax revenues. The implementation of GASB Statement No. 
77 did not have an effect on the financial statements of the School.  
 
GASB Statement No. 78 amends the scope of GASB Statement No. 68 to exclude certain multiple-employer 
defined benefit pension plans provided to employees of state and local governments on the basis that 
obtaining the measurements and other information required by GASB Statement No. 68 was not feasible. 
The implementation of GASB Statement No. 78 did not have an effect on the financial statements of the 
School. 
 
GASB Statement No. 80 amends the blending requirements for the financial statement presentation of 
component units of all state and local governments. The additional criterion requires blending of a 
component unit incorporated as a not-for-profit corporation in which the primary government is the sole 
corporate member. The implementation of GASB Statement No. 80 did not have an effect on the financial 
statements of the School. 
 
GASB Statement No. 82 improves consistency in the application of pension accounting. These changes 
were incorporated in the School’s fiscal year 2017 financial statements; however, there was no effect on 
beginning net position. 

 
NOTE 3 - CASH AND CASH EQUIVALENTS 
 
The following information classifies deposits by category of risk as defined in GASB Statement No.3 
“Deposits with Financial Institutions, Investments (including Repurchase Agreements) and Reverse 
Repurchase Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk 
Disclosures”. 

 
The School maintains its cash balances at one financial institution, PNC Bank, located in Ohio. The balances 
are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account. 
At June 30, 2017, the book amount of the School’s deposits was $44,914 and the bank balance was 
$154,816.  
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NOTE 3 - CASH AND CASH EQUIVALENTS (continued) 
 
The School had no deposit policy for custodial risk beyond the requirement of state statute. Ohio law 
requires that deposits either be insured or be protected by eligible securities pledged to and deposited 
either with the School or a qualified trustee by the financial institution as security for repayment or by a 
collateral pool of eligible securities deposited with a qualified trustee to secure repayment of all public 
monies deposited in the financial institution whose market value shall be at least 105% of deposits being 
secured. At June 30, 2017, none of the bank balance was exposed to custodial credit risk. 
 

NOTE 4 - RECEIVABLES 
 
Accounts Receivable - The School has accounts receivables totaling $478,995 at June 30, 2017. These 
receivables represented reimbursements due to the School, but not received as of June 30, 2017.   
 
Intergovernmental Receivable - The School had intergovernmental receivables of $43,583 at June 30, 
2017. These receivables represented monies due to the School from the Foundation Program and 
Medicaid, but not received as of June 30, 2017.   

 
Notes Receivable - During the fiscal year ending 2016, the School converted amounts owed from other 
community schools managed by I CAN Schools into promissory notes. The first note is with Lake Erie 
Preparatory in the amount of $187,000. The note began on June 30, 2016 and matures on June 30, 2026. 
The annual interest rate is 3.5%. The second note with Akron Preparatory School in the amount of 
$555,500. The note began on June 30, 2016 and matures on June 30, 2026. The annual interest rate is 
3.5%. The third note is with Ohio College Preparatory School in the amount of $105,000. The note began 
on June 30, 2016 and matures on June 30, 2026. The annual interest rate is 3.5%. The fourth note is with 
Canton College Preparatory School in the amount of $475,000. The note began on June 30, 2016 and 
matures on June 30, 2026. The annual interest rate is 3.5%. 
 

           Due 

 Balance              Balance  Within 

 06/30/16  Additions  Reductions    06/30/17  One Year 

Lake Erie Preparatory School $     187,000  $                 -  $  (1,850)     $     185,150  $      15,898 
Akron Preparatory School 555,500  -  (5,493)   550,007  47,228 
Ohio College Preparatory 105,000    -   105,000  39,410 
Canton College Preparatory 475,000  -  -            475,000  40,384 

Total Notes Receivable $ 1,322,500      $                 -  $  (7,343)       $1,315,157  $    142,920 
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NOTE 5 - CAPITAL ASSETS  
 
For the period ending June 30, 2017, the School’s capital assets consisted of the following: 

 

  

Balance    
06/30/16  Additions  Deletions  

Balance  
06/30/17 

Capital Assets:         
Computers & Software   $  609,119    $           -          $          -    $  609,119  

Furniture, Fixtures, & Equipment      148,297   -  -      148,297  

Textbooks       78,167   -  -       78,167  

Total Capital Assets     835,583           -               -      835,583 
         

Less Accumulated Depreciation:         
   Computers & Software     (609,119)  -          -     (609,119) 

   Furniture, Fixtures, & Equipment                                     (134,277)       (14,020)  -  

    
(148,297) 

   Textbooks      (78,167)  -       -      (78,167) 

Total Accumulated Depreciation    (821,563)       (14,020)               -      (835,583) 

Capital Assets, Net   $  14,020     $  (14,020)    $          -     $                -  

 

 
NOTE 6 - ADVANCES PAYABLE 
 
During the fiscal year ending 2017, the School received working capital advances from Charter School 
Capital through a receivables purchase agreement. As the School receives its monthly State funding, 
these advances are repaid, however, the School may elect to receive future advances from Charter 
School Capital by entering into additional agreements.  
 
In addition, the school had $16,516 that was outstanding at the beginning of 2017 from the prior 
management company. This amount was written off during 2017. 

 
The total amount of advances payable at June 30, 2017 was $1,552,200.  The School paid $254,014 in 
cost of funding charges during the fiscal year 2017. The activity for the year is reflected as follows: 

 

 

Balance  
July 1, 2016  Additions  Reductions  

Balance                                            
June 30, 2017 

 $   1,495,816  $    3,755,100  $     (3,698,716)  $     1,552,200 
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NOTE 7 - LINE OF CREDIT PAYABLE 
 

The School has a line of credit agreement with US bank of $30,000. The total amount borrowed against 
the line at June 30, 2017 was $15,074. The line bears interest at the 16.25% annual percentage rate. The 
line is reviewed annually and is due on demand. Payments made during the year totaled $1,229. 

 
NOTE 8 - LONG-TERM OBLIGATIONS 
 
    The changes in the School’s long-term obligations during fiscal year 2017 were as follows: 
          

  Balance      Balance 

  06/30/16  Additions  Reductions  06/30/17 

Net Pension Liability (Note 
11):         
STRS  $    6,660,576  $1,041,772  $               -  $    7,702,348 
SERS  2,353,689  793,698  -  3,147,387 

Total Net Pension Liability  9,014,265  1,835,470  -  10,849,735 

         
Total Long-Term Obligations  $    9,014,265  $1,835,470  $              -  $    10,849,735 

 
NOTE 9 - RISK MANAGEMENT 

 
Property & Liability - The School is exposed to various risks of loss related to torts; theft of, damage to, 
and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  During the 
fiscal year ending June 30, 2015, the School contracted with Cincinnati Insurance Company for general 
liability insurance with a $1,000,000 each occurrence/ $2,000,000 annual aggregate, as well as, an 
umbrella policy with a $10,000,000 aggregate limit.  The School also had a $1,000,000 School Leaders 
policy in place through National Union Fire Insurance.  There were no settlements in excess of insurance 
coverage over the past 3 years, nor has insurance coverage significantly reduced from the prior year.  

 
Workers’ Compensation - The School pays the State Worker’s Compensation System a premium for 
employee injury coverage.  The premium is calculated by multiplying the monthly total gross payroll by a 
factor that is calculated by the State.  

 
Employee Medical and Dental Benefits - The School provides medical, vision, and dental insurance 
benefits through Aetna to all full-time employees. During the School year, the School paid 90% of the 
monthly premiums for all employees. 
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NOTE 10 - DEFINED BENEFIT PENSIONS PLANS 
  

Net Pension Liability - The net pension liability reported on the statement of net position represents a 
liability to employees for pensions. Pensions are a component of exchange transactions—between an 
employer and its employees—of salaries and benefits for employee services.  Pensions are provided to an 
employee—on a deferred-payment basis—as part of the total compensation package offered by an 
employer for employee services each financial period.  The obligation to sacrifice resources for pensions 
is a present obligation because it was created as a result of employment exchanges that already have 
occurred. 
 
The net pension liability represents the School’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   
 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which pensions are financed; however, the School 
does receive the benefit of employees’ services in exchange for compensation including pension.  
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State legislature.  Any resulting legislative change to benefits or funding could 
significantly affect the net pension liability.  Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability 
on the accrual basis of accounting.  Any liability for the contractually-required pension contribution 
outstanding at the end of the year is included in withholding payable on the accrual basis of accounting.   
 
School Employees Retirement System (SERS) 
Plan Description – School non-teaching employees participate in SERS, a cost-sharing multiple-employer 
defined benefit pension plan administered by SERS.  SERS provides retirement, disability and survivor 
benefits, annual cost-of-living adjustments, and death benefits to plan members and beneficiaries.  
Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  SERS issues a 
publicly available, stand-alone financial report that includes financial statements, required supplementary 
information and detailed information about SERS’ fiduciary net position.  That report can be obtained by 

visiting the SERS website at www.ohsers.org under Employers/Audit Resources. 
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NOTE 10 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
School Employees Retirement System (SERS) (continued) 
 
Age and service requirements for retirement are as follows: 
 

 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
One year after an effective benefit date, a benefit recipient is entitled to a three percent cost-of-living 
adjustment (COLA).  This same COLA is added each year to the base benefit amount on the anniversary 
date of the benefit. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the School is required to contribute 14 percent of annual covered payroll.  The contribution requirements 
of plan members and employers are established and may be amended by the SERS’ Retirement Board up 
to statutory maximum amounts of 10 percent for plan members and 14 percent for employers.  The 
Retirement Board, acting with the advice of the actuary, allocates the employer contribution rate among 
four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care 
Fund).  For the fiscal year ended June 30, 2017, the allocation to pension, death benefits, and Medicare B 
was 14 percent.  SERS did not allocate any employer contributions to the Health Care Fund for fiscal year 
2017. 
 
The School’s contractually required contribution to SERS was $134,547 for fiscal year 2017.   
 
State Teachers Retirement System (STRS) 
 
Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org. 
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NOTE 10 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
State Teachers Retirement System (STRS) (continued) 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307.  
The DB plan offers an annual retirement allowance based on final average salary multiplied by a 
percentage that varies based on years of service.  Effective August 1, 2015, the calculation was 2.2 percent 
of final average salary for the five highest years of earnings multiplied by all years of service. Members 
are eligible to retire at age 60 with five years of qualifying service credit, or at age 55 with 26 years of 
service, or 31 years of service regardless of age.  Eligibility changes will be phased in until August 1, 2026, 
when retirement eligibility for unreduced benefits will be five years of service credit and age 65, or 35 
years of service credit and at least age 60. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination 
of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
Member contributions to the DC Plan are allocated among investment choices by the member, and 
contributions to the DB Plan from the employer and the member are used to fund the defined benefit 
payment at a reduced level from the regular DB Plan. The defined benefit portion of the Combined Plan 
payment is payable to a member on or after age 60 with five years of service. The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity 
after termination of employment at age 50 or later. 

 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another STRS plan.  The optional annuitization of a member’s defined contribution account or the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of investment gain or loss on the account.  STRS has therefore included all three plan 
options as one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance.  
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NOTE 10 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2017, plan members were required to contribute 14 percent of their annual covered salary. The School 
was required to contribute 14 percent; the entire 14 percent was the portion used to fund pension 
obligations.  The fiscal year 2017 contribution rates were equal to the statutory maximum rates. 
 
The School’s contractually required contribution to STRS was $315,641 for fiscal year 2017.   
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions - The net pension liability was measured as of July 1 2016, and the total 
pension liability used to calculate the net pension liability was determined by an independent actuarial 
valuation as of that date. The School's employer allocation percentage of the net pension liability was 
based on the employer’s share of employer contributions in the pension plan relative to the total 
employer contributions of all participating employers. Following is information related to the 
proportionate share and pension expense: 
 

 
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, changes in assumptions and changes in the School’s proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods. The difference between projected and actual investment 
earnings is recognized in pension expense using a straight-line method over a five year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight-line method. Employer 
contributions to the pension plan subsequent to the measurement date are also required to be reported 
as a deferred outflow of resources.  
 
 
 
 
 
 
 
 

STRS SERS Total

Proportionate Share of the Net 

  Pension Liability 7,702,348$          3,147,387$         10,849,735$       

Proportion of the Net Pension Liability:

Current Measurement Date 0.02301062% 0.04300253%

Prior Measurement Date 0.02410015% 0.04124867%

Change in Proportionate Share -0.00108953% 0.00175386%

Pension Expense 1,024,323$          1,119,629$         2,143,952$         
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NOTE 10 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
State Teachers Retirement System (STRS) (continued) 
 
At June 30, 2017, the School reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  
 

 
$450,188 reported as deferred outflows of resources related to pension resulting from School 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2018.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to pension will be recognized in pension expense as follows: 
 

 

 
 
Actuarial Assumptions – SERS - SERS’ total pension liability was determined by their actuaries in 
accordance with GASB Statement No. 67, as part of their annual actuarial valuation for each defined 
benefit retirement plan.  Actuarial valuations of an ongoing plan involve estimates of the value of reported 
amounts (e.g., salaries, credited service) and assumptions about the probability of occurrence of events 
far into the future (e.g., mortality, disabilities, retirements, employment termination).  Actuarially 
determined amounts are subject to continual review and potential modifications, as actual results are 
compared with past expectations and new estimates are made about the future. 

STRS SERS Total

Deferred Outflows of Resources

Differences between Expected and 

  Actual Experience 311,211$             42,451$             353,662$           

Net Difference between Projected and 

  Actual Earnings on Pension Plan Investments 639,503 259,615 899,118

Changes of Assumptions -                      210,105 210,105

Changes in Proportion and Differences between 

  School Contributions and Proportionate  

  Share of Contributions 1,203,492 1,673,727 2,877,219

School Contributions Subsequent to the 

  Measurement Date 315,641 134,547 450,188

Total Deferred Outflows of Resources 2,469,847$          2,320,445$         4,790,292$         

Deferred Inflows of Resources

Changes in Proportion and Differences between 

  School Contributions and Proportionate  

  Share of Contributions 214,061$             -$                   214,061$           

STRS SERS Total

Fiscal Year Ending June 30:

2018 611,171$             916,991$            1,528,162$         

2019 611,170 906,371 1,517,541

2020 517,578 287,906 805,484

2021 200,226 74,630 274,856

1,940,145$          2,185,898$         4,126,043$         

Attachment 26: Audited Financial Statements Page 4475



NORTHEAST OHIO COLLEGE PREPARATORY SCHOOL  
CUYAHOGA COUNTY, OHIO 

 
NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2017 
 

28 

NOTE 10 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS (continued) 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point.  The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant.  In many cases actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2016, are presented below: 
 

 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection and a five-year age set-back for both males and females.  Mortality among 
service retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection with Scale BB, 120 percent of male rates and 110 percent of female rates.  
Mortality among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 percent 
for male rates and 100 percent for female rates, set back five years is used for the period after disability 
retirement.  
 
The actuarial assumptions used in the June 30, 2016 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, payroll 
growth assumption and assumed real wage growth were reduced in the June 30, 2016 actuarial valuation.  
The rates of withdrawal, retirement and disability updated to reflect recent experience and mortality rates 
were also updated. 
 
The long-term return expectation for the Pension Plan Investments has been determined by using a 
building-block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating an arithmetic weighted average of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the expected return from rebalancing uncorrelated asset classes.  
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NOTE 10 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS (continued) 
 
The target allocation and best estimates of arithmetic real rates of return for each major asset class are 
summarized in the following table: 
 

 
 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute.  Projected inflows from investment earnings were calculated using the long-term assumed 
investment rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of projected 
benefits to determine the total pension liability.   
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the School’s proportionate share of the net pension liability calculated using 
the discount rate of 7.50 percent, as well as what each plan’s net pension liability would be if it were 
calculated using a discount rate that is one percentage point lower (6.50 percent), or one percentage 
point higher (8.50 percent) than the current rate. 
 

 
 
 
 
 
 
 
 
 

1% Decrease

(6.50%)

Current 

Discount Rate

(7.50%)

1% Increase 

(8.50%)

School's Proportionate Share

  of the Net Pension Liability 4,166,946$          3,147,387$         2,293,976$         
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NOTE 10 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – STRS - The total pension liability in the June 30, 2016, actuarial valuation was 
determined using the following actuarial assumptions, applied to all periods included in the 
measurement:  
 

 
Mortality rates were based on the RP-2000 Combined Mortality Table (Projection 2022—Scale AA) for 
Males and Females.  Males’ ages are set-back two years through age 89 and no set-back for age 90 and 
above.  Females younger than age 80 are set back four years, one year set back from age 80 through 89 
and no set back from age 90 and above.   

 
Actuarial assumptions used in the June 30, 2016, valuation is based on the results of an actuarial 
experience study, effective July 1, 2012. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
 

 
 

*10-year annualized geometric nominal returns, which include the real rate of return and inflation of 2.50 
percent and does not include investment expenses. The total fund long-term expected return reflects 
diversification among the asset classes and therefore is not a weighted average return of the individual 
asset classes.  
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NOTE 10 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Discount Rate The discount rate used to measure the total pension liability was 7.75 percent as of June 
30, 2016. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate increases 
described above. For this purpose, only employer contributions that are intended to fund benefits of 
current plan members and their beneficiaries are included.  Projected employer contributions that are 
intended to fund the service costs of future plan members and their beneficiaries, as well as projected 
contributions from future plan members, are not included.  Based on those assumptions, STRS’ fiduciary 
net position was projected to be available to make all projected future benefit payments to current plan 
members as of June 30, 2016.  Therefore, the long-term expected rate of return on pension plan 
investments of 7.75 percent was applied to all periods of projected benefit payment to determine the 
total pension liability as of June 30, 2016. 

 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the School's proportionate share of the net pension liability as of June 
30, 2016, calculated using the current period discount rate assumption of 7.75 percent, as well as what 
the School's proportionate share of the net pension liability would be if it were calculated using a discount 
rate that is one-percentage-point lower (6.75 percent) or one-percentage-point higher (8.75 percent) than 
the current rate: 

 
 

 
Changes Between Measurement Date and Report Date  In March 2017, the STRS Board adopted certain 
assumption changes which will impact their annual actuarial valuation prepared as of June 30, 2017.  The 
most significant change is a reduction in the discount rate from 7.75 percent to 7.45 percent.  In April 
2017, the STRS Board voted to suspend cost of living adjustments granted on or after July 1, 
2017.  Although the exact amount of these changes is not known, the overall decrease to School’s net 
pension liability is expected to be significant.   

 

NOTE 11 - POSTEMPLOYMENT BENEFITS 
 
School Employees Retirement System (SERS) 
 
Health Care Plan Description - The School contributes to the SERS Health Care Fund, administered by SERS 
for non-certificated retirees and their beneficiaries.  For GASB 45 purposes, this plan is considered a cost-
sharing, multiple-employer, defined benefit other postemployment benefit (OPEB) plan.  The Health Care 
Plan includes hospitalization and physicians’ fees through several types of plans including HMO’s, PPO’s, 
Medicare Advantage, and traditional indemnity plans as well as a prescription drug program. The financial 
report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be obtained 
on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 

1% Decrease

(6.75%)

Current 

Discount Rate

(7.75%)

1% Increase 

(8.75%)

School's Proportionate Share

  of the Net Pension Liability 10,235,795$        7,702,348$         5,565,237$         
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NOTE 11 - POSTEMPLOYMENT BENEFITS (continued) 
 
School Employees Retirement System (SERS) – (continued) 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Health care is financed through a combination of employer contributions and 
retiree premiums, copays and deductibles on covered health care expenses, investment returns, and any 
funds received as a result of SERS’ participation in Medicare programs. Active employee members do not 
contribute to the Health Care Plan.  Retirees and their beneficiaries are required to pay a health care 
premium that varies depending on the plan selected, the  number of qualified years of service, Medicare 
eligibility and retirement status. 
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required basic benefits, the Retirement Board 
allocates the remainder of the employer contribution of 14 percent of covered payroll to the Health Care 
Fund. For fiscal year 2017, SERS did not allocate any employer contributions to the Health Care fund.   In 
addition, employers pay a surcharge for employees earning less than an actuarially determined minimum 
compensation amount, pro-rated according to service credit earned. For fiscal year 2017, this amount was 
$23,500.  Statutes provide that no employer shall pay a health care surcharge greater than 2 percent of 
that employer’s SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the 
total statewide SERS-covered payroll for the health care surcharge. For fiscal year 2017, the School’s 
surcharge obligation was $21,373. 
 
For fiscal years 2016 and 2017, SERS did not allocate employer contributions to the Health Care fund.  The 
School’s contributions for health care for the fiscal year ended June 30, 2015, was $19,094. The full 
amount has been contributed for fiscal year 2015. 
 
State Teachers Retirement Systems (STRS) 

 
Plan Description – The School participates in the cost-sharing multiple-employer defined benefit Health 
Plan administered by the State Teachers Retirement System of Ohio (STRS) for eligible retirees who 
participated in the defined benefit or combined pension plans offered by STRS.  Ohio law authorizes STRS 
to offer this plan.  Benefits include hospitalization, physicians’ fees, prescription drugs and reimbursement 
of monthly Medicare Part B premiums.  The Plan is included in the report of STRS which can be obtained 
by visiting www.strsoh.org or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS Ohio to offer the Plan and gives the 
Retirement Board authority over how much, if any, of the health care costs will be absorbed by STRS.  
Active employee members do not contribute to the Health Care Plan.  All benefit recipients, for the most 
recent year, pay a monthly premium.  Under Ohio law, funding for post-employment health care may be 
deducted from employer contributions.  For fiscal years 2017, 2016 and 2015, STRS did not allocate any 
employer contributions to post-employment health care; therefore, the School did not contribute to 
health care in the last three fiscal years. 
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NOTE 12 - CONTINGENCIES  
 

Grants - The School received financial assistance from federal and state agencies in the form of grants.  
Amount received from grantor agencies are subject to audit and adjustment by the grantor.  Any 
disallowed costs may require refunding to the grantor.  Amount which may be disallowed, if any, are not 
presently determinable.  However, in the opinion of the School, any such adjustments will not have a 
material adverse effect on the financial position of the School.  

 
Litigation - There are currently no matters in litigation with the School as defendant. 

 
Full-time Equivalency - School foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  

 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE did not perform such a review on the School for fiscal year 2017.  

 
As of the date of this report, all ODE adjustments through fiscal year 2017 have been completed. In 
addition, the School’s contracts with their Sponsor and Management Company require payment based on 
revenues received from the State. A reconciliation between payments previously made and the FTE 
adjustments has taken place with these contracts.  

 
NOTE 13 - SPONSOR CONTRACT 

 
The School contracted with Ohio Council of Community Schools as its sponsor and oversight services as 
required by law.  Sponsorship fees are calculated as a 2.25 percent of state funds received by the School 
from the State of Ohio. For the fiscal year ended June 30, 2017, the total sponsorship fees paid totaled 
$105,876.  
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NOTE 14 - MANAGEMENT CONTRACT AND DEBT FORGIVENESS 
 

The School entered into an agreement with I CAN Schools, a local nonprofit management company, to 
provide legal, financial, and other management support services for fiscal year 2015. The agreement was 
for a period of five years beginning July 1, 2012. Management fees are calculated as 18% of the total 
revenues received from the State of Ohio. The total amount due from the School for the fiscal year ending 
June 30, 2017 was $1,136,363 and is included under “Purchased Services” on the Statement of Revenues, 
Expenses and Changes in Net Position. 
 
The School terminated their management agreement with ICAN Schools on March 2, 2017 and entered 
into a new agreement with Accel Schools effective May 1, 2017 through June 30, 2027. Management fees 
are to be calculated as 18% of the total revenues received from the State of Ohio. $165,190 was accrued 
under this new agreement as of June 30, 2017 included in accounts payable. 
 
At the end of the fiscal year, I CAN Schools agreed to do a one-time forgiveness in the amount of $522,658 
and $258,209 from other vendors. This forgiveness was applied against open obligations of the School 
that were owed to I CAN Schools and other vendors.  
 

NOTE 15 - PURCHASED SERVICES 
 
For the period of July 1, 2016 through June 30, 2017, the School made the following purchased services 
commitments. 

      
Professional and Technical Services  $   1,646,333   
Property Services                437,697  
Utilities    149,022        
Communications    55,230         
Travel and Meetings   2,481  
Contractual Trade Services      321,241  
Pupil Transportation   540,942            

     $ 3,152,946   
NOTE 16 - LEASE OBLIGATIONS 
  

On May 27, 2010, the School entered into an operating lease with the Roman Catholic Diocese of 
Cleveland for space located at St. John Cantius Parish.  The term of the lease is for a period of five years.  
Base rent expense for the fiscal year ended 2017 was $132,000 and each year on the anniversary of the 
lease the rent shall automatically increase 3% of the current rental amount. 

 
On August 27, 2010, the School entered into an additional lease with the Roman Catholic Diocese of 
Cleveland for more space located on the same St. John Cantius Parish campus.  The term of the lease was 
for a period of one year but can be automatically renewed for up to four one-year periods. Base rent 
expense for the fiscal year ended 2017 was $98,880. 
 
The future lease obligations for fiscal year 2018 are $98,880 for Building One and $132,000 for Building 
Two.  
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NOTE – 17 MANAGEMENT PLAN 
 
For fiscal year 2017, the School had a net position deficit of $(6,733,011). The School’s net deficit in fiscal 
year 2017 increased from the $(4,527,068) net deficit in fiscal 2016. Enrollment decreased in fiscal year 
2017 to 550, down from 552 in fiscal year 2016.  The School’s ability to maintain a stable administrative 
and instructional team along with active advertising via print, radio, mailings and through referrals of 
current parents is anticipated to help produce the likelihood of future enrollment growth leading to 
surpluses and provide an opportunity for the school to recover from its prior deficits. 
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2017 2016 2015 2014

School's Proportion of the Net Pension Liability 0.04300253% 0.04124867% 0.00844086% 0.00844086%

School's Proportionate Share of the Net Pension Liability 3,147,387$   2,353,689$   427,187$      501,951$      

School's Covered-Employee Payroll 2,313,529$   2,141,032$   1,034,271$   402,189$      

School's Proportionate Share of the Net Pension Liability 136.04% 109.93% 41.30% 124.80%

as a Percentage of its Covered-Employee Payroll

Plan Fiduciary Net Position as a Percentage of the 62.98% 69.16% 71.70% 65.52%

Total Pension Liability

(1) Information prior to 2014 is not available

Amounts presented as of the School's measurement date which is the prior fiscal year end.

 
 
 
Notes: 
School Employees Retirement System (SERS) 

Changes of Benefit Terms: None. 
Changes of Assumptions: Amounts reported in 2017 reflect an adjustment of the rates of 
withdrawal, retirement and disability to more closely reflect actual experience and the expectation 
of retired life mortality was based on RP-2014 Blue Collar Mortality Tables and RP-2000 Disabled 
Mortality Table. The following reductions were also made to the actuarial assumptions: 

  
 . Discount rate from 7.75% to 7.50% 
 . Assumed rate of inflation from 3.25% to 3.00% 
 . Payroll growth assumption from 4.00% to 3.50% 
 . Assumed real wage growth from 0.75% to 0.50% 
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2017 2016 2015 2014

School's Proportion of the Net Pension Liability 0.02301062% 0.02410015% 0.02103651% 0.02103651%

School's Proportionate Share of the Net Pension Liability 7,702,348$   6,660,576$   5,116,807$   6,095,107$   

School's Covered-Employee Payroll 2,717,336$   2,419,979$   2,103,292$   1,505,600$   

School's Proportionate Share of the Net Pension Liability 283.45% 275.23% 243.28% 404.83%

as a Percentage of its Covered-Employee Payroll

Plan Fiduciary Net Position as a Percentage of the 66.80% 72.10% 74.70% 69.30%

Total Pension Liability

(1) Information prior to 2014 is not available

Amounts presented as of the School's measurement date which is the prior fiscal year end.
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2017 2016 2015 2014 2013 2012 2011

Contractually Required Contribution 134,547$            323,894$            282,188$         143,350$        55,663$              30,193$               16,639$             

Contributions in Relation to the 

Contractually Required Contribution (134,547) (323,894) (282,188) (143,350) (55,663) (30,193) (16,639)

Contribution Deficiency (Excess) 0$                     0$                     0$                  0$                  0$                      0$                       0$                     

School's Covered Payroll 961,050$            2,313,529$         2,141,032$      1,034,271$      402,189$            224,483$             132,371$           

Contributions as a Percentage of 

Covered Payroll 14.00% 14.00% 13.18% 13.86% 13.84% 13.45% 12.57%

(1) Information prior to fiscal year 2011 is unavailable
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2017 2016 2015 2014 2013 2012 2011

Contractually Required Contribution 315,641$            380,427$            338,797$         273,428$        195,728$            171,826$             84,323$             

Contributions in Relation to the 

Contractually Required Contribution (315,641) (380,427) (338,797) (273,428) (195,728) (171,826) (84,323)

Contribution Deficiency (Excess) 0$                     0$                     0$                  0$                  0$                      0$                       0$                     

School's Covered Payroll 2,254,579$         2,717,336$         2,419,979$      2,103,292$      1,505,600$          1,321,738$           648,638$           

Contributions as a Percentage of 

Covered Payroll 14.00% 14.00% 14.00% 13.00% 13.00% 13.00% 13.00%

(1) Information prior to fiscal year 2011 is unavailable
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February 21, 2018 
 
To the Board of Trustees  
Northeast Ohio College Preparatory School 
2357 Tremont Avenue 
Cleveland, Ohio 44113 
 

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 
and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the Northeast Ohio 
College Preparatory School, Cuyahoga County, Ohio (the “School”) as of and for the year ended June 30, 
2017, and the related notes to the financial statements, which collectively comprise the School’s basic 
financial statements, and have issued our report thereon dated February 21, 2018, in which we noted the 
School has suffered recurring losses from operations and has a net position deficit of $6,733,011, 
including the net effect of net pension liability and related accruals totaling $6,273,504, that raises 
substantial doubt about its ability to continue as a going concern.  
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School's internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate in 
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the School’s internal control. Accordingly, we 
do not express an opinion on the effectiveness of the School’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with 
governance.  
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified. 
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Northeast Ohio College Preparatory School 
Independent Auditor’s Report on Internal Control over Financial Reporting and on  

Compliance and Other Matters Based on an Audit of Financial Statements  
Performed in Accordance with Government Auditing Standards 

Page 2 of 2 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 
results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 

 
 

 
Medina, Ohio 
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February 21, 2018 
 
To the Board of Trustees 
Northeast Ohio College Preparatory School 
Cuyahoga County, Ohio 
2357 Tremont Avenue 
Cleveland, OH 44113 
 

Independent Auditor’s Report on Compliance for Each Major Federal Program and  
Report on Internal Control over Compliance Required by the Uniform Guidance 

 
Report on Compliance for Each Major Federal Program 
 
We have audited the Northeast Ohio College Preparatory School’s, Cuyahoga County, Ohio (the 
“School”) compliance with the types of compliance requirements described in the OMB Compliance 
Supplement that could have a direct and material effect on each of the School’s major federal programs 
for the year ended June 30, 2017. The School’s major federal programs are identified in the summary of 
auditor’s results section of the accompanying Schedule of Findings and Questioned Costs. 
 
Management’s Responsibility 
 
Management is responsible for compliance with federal statues, regulations, and the terms and conditions 
of its federal awards applicable to its federal programs. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on compliance for each of the School’s major federal programs 
based on our audit of the types of compliance requirements referred to above. We conducted our audit of 
compliance in accordance with auditing standards generally accepted in the United States of America; the 
standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States; the audit requirements of Title 2 U.S. Code of Federal 
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for 
Federal Awards (Uniform Guidance). Those standards and Uniform Guidance require that we plan and 
perform the audit to obtain reasonable assurance about whether noncompliance with the types of 
compliance requirements referred to above that could have a direct and material effect on a major federal 
program occurred. An audit includes examining, on a test basis, evidence about the School’s compliance 
with those requirements and performing such other procedures as we considered necessary in the 
circumstances. 
 
We believe that our audit provides a reasonable basis for our opinion on compliance for each major 
federal program. However, our audit does not provide a legal determination of the School’s compliance. 
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Northeast Ohio College Preparatory School 
Independent Auditor’s Report on Compliance for Each Major Federal Program and 

Report on Internal Control over Compliance Required by the Uniform Guidance 
Page 2 of 2 
 
Opinion on Each Major Federal Program 
 
In our opinion, the School complied, in all material respects, with the types of compliance requirements 
referred to above that could have a direct and material effect on each of its major federal programs for the 
year ended June 30, 2017. 
 
Report on Internal Control over Compliance 
 
Management of the School is responsible for establishing and maintaining effective internal control over 
compliance with the types of compliance requirements referred to above. In planning and performing our 
audit of compliance, we considered the School’s internal control over compliance with the types of 
requirements that could have a direct and material effect on each major federal program to determine the 
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on 
compliance for each major federal program and to test and report on internal control over compliance in 
accordance with Uniform Guidance, but not for the purpose of expressing an opinion on the effectiveness 
of internal control over compliance. Accordingly, we do not express an opinion on the effectiveness of the 
School’s internal control over compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a 
federal program on a timely basis. A material weakness in internal control over compliance is a 
deficiency, or combination of deficiencies, in internal control over compliance, such that there is a 
reasonable possibility that material noncompliance with a type of compliance requirement of a federal 
program will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in 
internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over 
compliance with a type of compliance requirement of a federal program that is less severe than a material 
weakness in internal control over compliance, yet important enough to merit attention by those charged 
with governance. 
 
Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over 
compliance that might be material weaknesses or significant deficiencies. We did not identify any 
deficiencies in internal control over compliance that we consider to be material weaknesses. However, 
material weaknesses may exist that have not been identified. 
 
The purpose of this report on internal control over compliance is solely to describe the scope of our 
testing of internal control over compliance and the results of that testing based on the requirements of the 
Uniform Guidance. Accordingly, this report is not suitable for any other purpose. 

 
Medina, Ohio 
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Total
CFDA Grant Provided to

Number Year Subrecipients Disbursements

U. S. Department of Education

Passed Through Ohio Department of Education:

Title I 84.010 2017 0$                532,209$        

Special Education Cluster:
IDEA Part B 84.027 2017 0 123,455          

Total Special Education Cluster 0                  123,455          

Improving Teacher Quality 84.367 2017 0 10,174            

Total U.S. Department of Education 0                  665,838          

U. S. Department of Agriculture

Passed Through the Ohio Department of Education:

Child Nutrition Cluster:
School Breakfast Program 10.553 2017 0 92,106            
National School Lunch Program 10.555 2017 0 215,317          

Total Child Nutrition Cluster 0                  307,423          

Total U.S. Department of Agriculture 0                  307,423          

TOTAL FEDERAL FINANCIAL ASSISTANCE 0$                973,261$        

NORTHEAST OHIO COLLEGE PREPARATORY SCHOOL

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2017

Pass Through Grantor/
Program Title

Federal Grantor/

CUYAHOGA COUNTY, OHIO

See the Notes to the Schedule of Expenditures of Federal Awards.
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NORTHEAST OHIO COLLEGE PREPARATORY SCHOOL 
CUYAHOGA COUNTY 

 
Notes to the Schedule of Expenditures of Federal Awards 

2 CFR §200.510(b)(6) 
For the Year Ended June 30, 2017 

 
NOTE A - BASIS OF PRESENTATION 

The accompanying Schedule of Expenditures of Federal Awards (the Schedule) includes the federal 
award activity of Northeast Ohio College Preparatory School, Cuyahoga County, Ohio (the School) under 
programs of the federal government for the year ended June 30, 2017.  The information on this Schedule 
is prepared in accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, 
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards 
(Uniform Guidance). Because the Schedule presents only a selected portion of the operations of the 
School, it is not intended to and does not present the financial position, changes in net position, or cash 
flows of the School.  

NOTE B – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures 
are recognized following the cost principles contained in the Uniform Guidance, wherein certain types of 
expenditures may or may not be allowable or may be limited as to reimbursement. The School has elected 
not to use the 10-percent de minimus indirect cost rate as allowed under the Uniform Guidance. 

NOTE C – TRANSFERS 

The School generally must spend Federal assistance within 15 months of receipt. However, with Ohio 
Department of Education (ODE) approval, the School can transfer (carryover) unspent Federal assistance 
to the succeeding year, thus allowing the School a total of 27 months to spend the assistance. During 
fiscal year 2017, the School did not make any transfers. 

NOTE D – CHILD NUTRITION CLUSTER 

The School commingles cash receipts from the U.S. Department of Agriculture with similar State Grants. 
When reporting expenditures on this Schedule, the School assumes it expends federal monies first. 
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NORTHEAST OHIO COLLEGE PREPARATORY SCHOOL 
CUYAHOGA COUNTY, OHIO 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
2 CFR §200.515 
JUNE 30, 2017 

 

1.  SUMMARY OF AUDITOR'S RESULTS 

 

(d) (1) (i) 
 

Type of Financial Statement 
Opinion 

Unmodified 
 

(d) (1) (ii) 
 

Were there any material weaknesses in 
internal control reported at the financial 
statement level (GAGAS)? 

 
No 
 

(d) (1) (ii) 
 

Were there any significant deficiencies in 
internal control reported at the financial 
statement level (GAGAS)? 

 
No 
 

(d) (1) (iii) 
 

Was there any reported material 
noncompliance at the financial statement 
level (GAGAS)? 

 
No 
 

(d) (1) (iv) 
 

Were there any material weaknesses in 
internal control reported for major federal 
programs? 

 
No 
 

(d) (1) (iv) 
 

Were there any significant deficiencies in 
internal control reported for major federal 
programs? 

 
No 
 

(d) (1) (v) 
 

Type of Major Programs’ Compliance 
Opinion 

 
Unmodified 

(d) (1) (vi) 
 

Are there any reportable findings under 2 
CFR § 200.516(a)? 

 
No 
 

(d) (1) (vii) 
 
 

Major Programs (list): 
 
Title I 

 
 
CFDA # 84.010 
 

(d) (1) (viii) 
Dollar Threshold: Type A/B Programs Type A: > $750,000 

Type B: All others 

(d) (1) (ix) Low Risk Auditee under 2 CFR §200.520? Yes 

 
 

2.   FINDINGS RELATED TO THE FINANCIAL STATEMENTS 
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS 

   
None were noted. 
 

3.   FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS 

 
None were noted. 
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Board of Trustees 
Ohio College Preparatory School 
21100 Southgate Park Boulevard 
Maple Heights, Ohio 44137 
 
 
We have reviewed the Independent Auditor’s Report of the Ohio College Preparatory School, 
Cuyahoga County, prepared by Rea & Associates, Inc., for the audit period July 1, 2018 through 
June 30, 2019.  Based upon this review, we have accepted these reports in lieu of the audit 
required by Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying 
financial statements and, accordingly, we are unable to express, and do not express an opinion on 
them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Ohio College Preparatory School is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
January 27, 2020  
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December 24, 2019 
 
To the Board of Trustees 
Ohio College Preparatory School 
21100 Southgate Park Blvd. 
Maple Heights, OH 44137 
 

Independent Auditor's Report 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Ohio College Preparatory School, 
Cuyahoga County, Ohio, (the “School”) as of and for the year ended June 30, 2019, and the related notes 
to the financial statements, which collectively comprise the School’s basic financial statements as listed in 
the table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation 
and fair presentation of the financial statements in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s 
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. 
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Ohio College Preparatory School 
Independent Auditor’s Report 
Page 2 of 3 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Ohio College Preparatory School, Cuyahoga County, Ohio, as of June 30, 2019, 
and the changes in its financial position and its cash flows for the year then ended in accordance with 
accounting principles generally accepted in the United States of America. 
 
Emphasis of Matter 
 
The accompanying financial statements have been prepared assuming the School will continue as a going 
concern. As disclosed in Note 17 to the financial statements, the School has suffered recurring losses from 
operations and has a net position deficit of $4,692,334 that raises substantial doubt about its ability to 
continue as a going concern. This deficit net position includes the effect of the net pension liability, net 
OPEB asset/liability and related accruals totaling $2,337,918. Note 17 describes management’s plan 
regarding these issues. The financial statements do not include any adjustments that might result from the 
outcome of this uncertainty. Our opinion is not modified with respect to this matter.  
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the School's Proportionate Share of the Net Pension Liability, 
Schedule of the School’s Contributions - Pension, Schedule of the School’s Proportionate Share of the 
Net OPEB Asset/Liability, and the Schedule of the School’s Contributions - OPEB as listed in the table of 
contents, be presented to supplement the basic financial statements. Such information, although not a part 
of the basic financial statements, is required by the Governmental Accounting Standards Board who 
considers it to be an essential part of financial reporting for placing the basic financial statements in an 
appropriate operational, economic, or historical context. We have applied certain limited procedures to 
the required supplementary information in accordance with auditing standards generally accepted in the 
United States of America, which consisted of inquiries of management about the methods of preparing the 
information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic 
financial statements. We do not express an opinion or provide any assurance on the information because 
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance. 
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Ohio College Preparatory School 
Independent Auditor’s Report 
Page 3 of 3 
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated December 24, 
2019 on our consideration of the School’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the School’s internal control over financial reporting or on compliance. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards in considering the 
School’s internal control over financial reporting and compliance. 

 

 
Medina, Ohio 
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OHIO COLLEGE PREPARATORY SCHOOL ‐ CUYAHOGA COUNTY, OHIO 
 
MANAGEMENT’S DISCUSSION AND ANALYSIS   
FOR THE FISCAL YEAR ENDED JUNE 30, 2019 (UNAUDITED) 

 

   5 

The discussion and analysis of the Ohio College Preparatory School (the School), financial performance 
provides an overall review of the School’s financial activities for the fiscal year ended June 30, 2019. The 
intent of this discussion and analysis is to look at the School’s’ financial performance as a whole; readers 
should also review the basic financial statements and notes to the basic financial statements to enhance 
their understanding of the School’s financial performance.  
 
The Management’s Discussion and Analysis (MD&A) is an element of the reporting model adopted by the 
Governmental Accounting Standards Board (GASB) in their Statement No. 34 Basic Financial Statements 
– and Management’s Discussion and Analysis – for State and Local Governments. Certain comparative 
information between the current fiscal year and the prior fiscal year is required to be presented in the 
MD&A.  
 

FINANCIAL HIGHLIGHTS 
 
Key Financial Highlights for the School for the 2018‐19 school year are as follows:  

 
 Total assets increased by $191,960. 

 Total liabilities decreased by $1,320,986.   

 Total Net Position decreased by $405,263.  

 Total operating and non‐operating revenues were $3,048,359. Total operating and non‐operating 
expenses were $3,453,622. 
 

USING THIS ANNUAL REPORT 
  
This report consists of three parts: the basic financial statements, notes to those statements, and required 
supplemental  information.    The  basic  financial  statements  include  a  Statement  of  Net  Position,  a 
Statement of Revenues, Expenses and Changes in Net Position, and a Statement of Cash Flows.   
 
The Statement of Net Position and Statement of Revenues, Expenses, and Changes in Net Position reflect 
how  the  School  did  financially  during  fiscal  year  2019.    These  statements  include  all  assets,  deferred 
outflows of resources, liabilities, and deferred inflows of resources using the accrual basis of accounting 
similar to the accounting used by most private‐sector companies. This basis of accounting includes all of 
the current year revenues and expenses regardless of when cash is received or paid.  
 
These statements report the School’s Net Position and changes in net position. This change in Net Position 
is  important  because  it  tells  the  reader whether  the  financial  position of  the  School  has  improved or 
diminished. The causes of this change may be the result of many factors, some financial, some not. Non‐
financial factors include the School’s’ student enrollment, per‐pupil funding as determined by the State 
of  Ohio,  change  in  technology,  required  educational  programs  and  other  factors.  The  School  uses 
enterprise presentation for all of its activities. 

Attachment 26: Audited Financial Statements Page 4508



OHIO COLLEGE PREPARATORY SCHOOL ‐ CUYAHOGA COUNTY, OHIO 
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USING THIS ANNUAL REPORT (continued) 
 
Statement of Net Position ‐ The Statement of Net Position answers the question of how the School did 
financially during 2019.  This statement includes all assets, deferred outflows of resources, liabilities, and 
deferred inflows of resources, both financial and capital, and short‐term and long‐term using the accrual 
basis of accounting and economic resource focus, which is similar to the accounting used by most private‐
sector companies.  This basis of accounting takes into account all revenues and expenses during the year, 
regardless of when the cash is received or paid.   
  
Table 1 provides a summary of the School’s Net Position for fiscal year 2019 compared to fiscal year 2018.  

 
 

Assets

Current Assets  $                 145,550  $                   83,975 

Noncurrent Assets                     118,618                                 ‐  

Capital Assets, Net                       11,767                                 ‐  

     Total Assets                     275,935                        83,975 

Deferred Outflows of Resources                     968,602                  2,153,175 

        

Liabilities       

Current Liabilities                 2,146,528                  1,757,227 

NonCurrent Liabilities                 2,381,410                  4,091,697 

      Total Liabilties                 4,527,938                  5,848,924 

Deferred Inflows of Resources                 1,408,933                     675,297 

Net Position

Investment in Capital Assets                       11,767                                 ‐  

Unrestricted               (4,704,101)               (4,287,071)

      Total Net Position  $           (4,692,334)  $           (4,287,071)

 

Table 1

Statement of Net Position

2019 2018
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OHIO COLLEGE PREPARATORY SCHOOL ‐ CUYAHOGA COUNTY, OHIO 
 
MANAGEMENT’S DISCUSSION AND ANALYSIS   
FOR THE FISCAL YEAR ENDED JUNE 30, 2019 (UNAUDITED) 

 

   7 

USING THIS ANNUAL REPORT (continued) 
 
Statement of Net Position (continued) 
 
The  School  has  adopted  GASB  Statement  68,  “Accounting  and  Financial  Reporting  for  Pensions—an 
Amendment of GASB Statement 27,” and GASB Statement 75, “Accounting and Financial Reporting for 
Postemployment  Benefits  Other  Than  Pensions,”  which  significantly  revises  accounting  for  costs  and 
liabilities related to other postemployment benefits (OPEB).  For reasons discussed below, many end users 
of this financial statement will gain a clearer understanding of the School’s actual financial condition by 
adding deferred inflows related to pension and OPEB, the net pension liability and the net OPEB liability 
to the reported net position and subtracting deferred outflows related to pension and OPEB and Net OPEB 
Asset. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports  prepared  in  accordance  with  generally  accepted  accounting  principles.    Prior  accounting  for 
pensions  (GASB  27)  and  postemployment  benefits  (GASB  45)  focused  on  a  funding  approach.    This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OPEB asset/liability.  GASB 68 and 
GASB 75  take  an  earnings  approach  to  pension  and OPEB  accounting;  however,  the  nature of Ohio’s 
statewide pension/OPEB plans and state law governing those systems requires additional explanation in 
order to properly understand the information presented in these statements. 

 
GASB  68  and GASB  75  require  the  net  pension  liability  and  the  net  OPEB  asset/liability  to  equal  the 
School’s proportionate share of each plan’s collective: 
 

1. Present  value  of  estimated  future  pension/OPEB  benefits  attributable  to  active  and  inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 

GASB  notes  that  pension  and  OPEB  obligations,  whether  funded  or  unfunded,  are  part  of  the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, 
and the promise of a future pension and other postemployment benefits.  GASB noted that the unfunded 
portion of this promise is a present obligation of the government, part of a bargained‐for benefit to the 
employee, and should accordingly be reported by the government as a liability since they received the 
benefit of  the exchange.   However,  the School  is not  responsible  for  certain  key  factors affecting  the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement  systems  to  provide  healthcare  to  eligible  benefit  recipients.    The  retirement  systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
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USING THIS ANNUAL REPORT (continued) 
 
Statement of Net Position (continued) 
 
The  employee  enters  the  employment  exchange with  the  knowledge  that  the  employer’s  promise  is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a specific, 
legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the 
unfunded  liability  of  the  pension/OPEB  plan  as  against  the  public  employer.    State  law  operates  to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the  employment  exchange  with  notice  as  to  the  law.    The  retirement  system  is  responsible  for  the 
administration of the pension and OPEB plans.  
 
Most long‐term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time‐off or termination payments.  There is no repayment 
schedule  for  the net  pension  liability  or  the  net OPEB  asset/liability.    As  explained  above,  changes  in 
benefits,  contribution  rates,  and  return on  investments  affect  the balance of  these  liabilities,  but  are 
outside the control of the  local government.    In the event that contributions,  investment returns, and 
other changes are insufficient to keep up with required payments, State statute does not assign/identify 
the responsible party for the unfunded portion.  Due to the unique nature of how the net pension liability 
and  the net OPEB  liability  are  satisfied,  these  liabilities  are  separately  identified within  the  long‐term 
liability section of the statement of net position. 
 
In  accordance  with  GASB  68  and  GASB  75,  the  School’s  statements  prepared  on  an  accrual  basis  of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB asset/liability, respectively, not accounted for 
as deferred inflows/outflows.  
 
Current liabilities increased primarily due to an increase in accounts payable outstanding at year end. 
 
There was a significant change in net pension / OPEB liability / asset for the school.  The fluctuations are 
due  to changes  in  the actuarial  liabilities  / assets and  related accruals  that are passed  through  to  the 
school’s financial statement.  All components of pension and OPEB accruals contribute to the fluctuations 
in deferred outflows  /  inflows and net pension  liabilities/net OPEB  liabilities/net OPEB assets  and are 
described in more detail in their respective notes. 
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USING THIS ANNUAL REPORT (continued) 
 
Statement of Revenues, Expenses and Change in Net Position ‐ Table 2 shows the change in Net Position 
for fiscal years 2019 and 2018 as well as a listing of revenues and expenses.   This change in Net Position 
is important because it tells the reader that, for the School as a whole, the financial position of the School 
has improved or diminished. The cause of this may be the result of many factors, some financial, some 
not.  Non‐financial factors include the current laws in Ohio restricting revenue growth, facility conditions, 
required educational programs and other factors. 
 

Operating Revenues

State Aid   $             2,558,719   $             2,365,686 

Other                          4,439                        71,384 

     Total Operating Revenues                 2,563,158                  2,437,070 

Operating Expenses      

Salaries                     403,821                  1,022,330 

Fringe Benefits                      216,439                    (252,860)

Purchased Services                 2,578,241                  1,699,265 

Materials and Supplies                       56,807                      125,365 

Depreciation                          5,883                           9,981 

Other                       23,037                        24,952 

      Total Operating Expenses                 3,284,228                  2,629,033 

Operating (Loss)                   (721,070)                   (191,963)

Non‐Operating Revenues (Expenses)

Federal Grants                     485,201                      483,752 

Interest Expense                   (169,394)                   (110,513)

      Total Non‐Operating Revenues (Expenses)                     315,807                      373,239 

 

Change in Net Position (405,263)$                181,276$                

Table 2

Change in Net Position

2019 2018

 
 
State aid and various operating expenses increased during the year due to increased enrollment.    During 
fiscal year 2019 payroll ceased being processed by  the School.  It  is now a purchased service  from the 
management  company  which  caused  the  shown  decrease  in  Salaries  from  the  prior  year  and  the 
significant increase in Purchased Services.        
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USING THIS ANNUAL REPORT (continued) 
 
In addition to the highlighted above, pension/OPEB expense which is included in Fringe Benefits, increased 
based on the change in the net pension liability and related accruals. See note 9 and 10 for further details. 
 

CAPITAL ASSETS  
 
At fiscal year‐end, the net book value of the School’s capital assets was $11,767.   For more information 
on capital assets, see Note 5 of the Basic Financial Statements. 
 

DEBT 
 
During the fiscal year, the School received working capital monies from Charter School Capital through a 
receivables purchase agreement totaling $600,800. As the School receives monthly State funding, these 
advances are repaid, however, the School may elect to receive additional advances from Charter School 
Capital by entering into additional agreements. In addition, the School had $418,975 in long term notes 
payable at year end. See Note 6 and Note 7 for additional information on the School’s debt obligations. 

 
CURRENT FINANCIAL ISSUES 
 
The School  is a community School and  is  funded through the State of Ohio Foundation Program.  The 
School relies on this, as well as, State and Federal funds as its primary source of revenue.   In 2019, the 
State  raised  the  base  per  pupil  funding  to  $6,020,  which  is  up  from  $6,010  in  the  previous 
year.  Additionally, community schools in Ohio will be allocated a small amount of facilities funding which 
is also per pupil based.  This amount is projected to be approximately $200 per pupil. 
 
The full‐time equivalent enrollment of the School for the year ended June 30, 2019 was 297 compared to 
a figure of 271 at the end of fiscal year 2018. 
 
Overall, the School will continue to provide learning opportunities and apply resources to best meet the 
needs of the students served.  
 

CONTACTING THE SCHOOL’S FINANCIAL MANAGEMENT  
 
This financial report is designed to provide our citizen’s, taxpayers, investors and creditors with a general 
overview of the School’s finances and to demonstrate accountability for the money it receives. If you have 
questions about this report or need additional information contact the School’s Fiscal Officer, C. David 
Massa, CPA, of Massa Financial Solutions, LLC, 21100 Southgate Boulevard, Maple Heights, OH  44137. 
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OHIO COLLEGE PREPARATORY SCHOOL  
 CUYAHOGA COUNTY, OHIO 

 
Statement of Net Position 

At June 30, 2019 
 

Assets:

Current Assets:

    Cash and Cash Equivalents 50,129$            

    Intergovernmental Receivable  58,474

    Accounts Receivable 4,318

    Other Assets 32,629

      Total Current Assets 145,550

Noncurrent Assets:

  OPEB Asset 118,618

  Capital Assets, net of Accumulated Depreciation 11,767

      Total Noncurrent Assets 130,385

Total Assets 275,935            

Deferred Outflows of Resources:

    Pension 924,353            

    OPEB 44,249               

Total Deferred Outflows of Resources 968,602            

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 50,064               

    Accounts Payable, Related Party 1,201,696         

    Accrued Expenses 222,034            

    Current Portion of Long‐Term Debt 53,770               

    Deferred Revenue 18,164               

    Advances Payable 600,800            

       Total Current Liabilities 2,146,528         

Noncurrent Liabilities:

  Net Pension Liability 1,886,032

  Net OPEB Liability 130,173

  Noncurrent Portion of Long‐term Debt 365,205

    Total Noncurrent Liabilities 2,381,410

       Total Liabilities 4,527,938

Deferred Inflows of Resources:

    Pension 957,652            

    OPEB 451,281            

Total Deferred Inflows of Resources 1,408,933         

Net Position:

  Investment in Capital Assets 11,767

  Unrestricted Net Position (4,704,101)

  Total Net Position (4,692,334)$     

See Accompanying Notes to the Basic Financial Statements
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OHIO COLLEGE PREPARATORY SCHOOL  

CUYAHOGA COUNTY, OHIO 

   
Statement of Revenues, 

Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2019 

 
 

Operating Revenues:

  State Aid 2,558,719$       

  Miscellaneous 4,439

    Total Operating Revenues 2,563,158

Operating Expenses:

  Salaries 403,821            

  Fringe Benefits 216,439            

  Purchased Services 2,578,241

  Depreciation 5,883

  Supplies 56,807

  Other Operating Expenses 23,037

    Total Operating Expenses 3,284,228

      Operating Loss (721,070)

Non‐Operating Revenues and (Expenses):

  Federal and State Grants  485,201

  Interest Expense (169,394)           

    Net Non‐operating Revenues and (Expenses) 315,807

Change in Net Position (405,263)           

Net Position Beginning of Year (4,287,071)        

Net Position End of Year (4,692,334)$     

See Accompanying Notes to the Basic Financial Statements
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OHIO COLLEGE PREPARATORY SCHOOL  
CUYAHOGA COUNTY, OHIO 

 
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2019 

 
 

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 2,555,310$       

Other Operating Receipts 4,439                 

Cash Payments to Suppliers for Goods and Services (2,131,359)        

Cash Payments to Employees for Services (403,821)           

Cash Payments for Employee Benefits (120,351)           

Net Cash Used For Operating Activities (95,782)             

CASH FLOWS FROM CAPITAL RELATED FINANCING ACTIVITIES

Purchase of Assets (17,650)             

Net Cash Used for Capital Related Financing Activities (17,650)             

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Federal and State Grant Receipts 451,279            

Charter School Capital Advances 1,799,000         

Charter School Capital Cost of Funding (120,771)           

Charter School Capital  Redemptions (1,810,900)        

Note Payable Principal Payments (132,309)           

Note Payable Interest Payments (48,622)             

Net Cash Provided By Noncapital Financing Activities 137,677            

Net Increase in Cash and Cash Equivalents 24,245               

Cash and Cash Equivalents ‐ Beginning of the Year 25,884               

Cash and Cash Equivalents ‐ Ending of the Year 50,129$            

See Accompanying Notes to the Basic Financial Statements

 
 
 
 
 
 
 
 
 

(Continued)
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OHIO COLLEGE PREPARATORY SCHOOL  
CUYAHOGA COUNTY, OHIO 

 
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2019 
(Continued) 

 

Reconciliation of Operating Loss to Net Cash Used For Operating Activities

Operating Loss (721,070)$         

Adjustments to Reconcile Operating Loss to Net Cash Used For Operating Activities

Depreciation 5,883                 

Changes in Assets, Liabil ities, and Deferred Inflows and Outflows of Resources:

(Increase)/Decrease in Receivables (3,409)                

(Increase)/ Decrease in Deferred Outflows 1,184,573         

Increase/ (Decrease) in Deferred Inflows 733,636            

Increase/ (Decrease) in Net Pension Liabil ity (1,046,295)        

Increase/(Decrease) in Accounts Payable 300,154            

Increase/(Decrease) in Accrued Expenses 95,588               

Increase/(Decrease) in Withholdings Payable (14,552)             

Increase/(Decrease) in Net OPEB Liability (529,836)           

(Increase)/Decrease in Net OPEB Asset (118,618)           

Increase/(Decrease) in Deferred Revenue 18,164               

Net Cash Used For Operating Activities (95,782)$           
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NOTE 1 ‐ DESCRIPTION OF THE ENTITY 
 
The Ohio College Preparatory School, (the School) is a nonprofit corporation established pursuant to Ohio 
Revised Code Chapters 3314 and 1702.    The School’s mission  is  to provide an orderly  and  supportive 
environment whereby students experience preparations for college, career and life. The School operates 
on a foundation, which fosters character building for all students, parents and staff members.  The School, 
which is part of the State’s education program, is independent of any School and is nonsectarian in its 
programs, admission policies, employment practices, and all other operations.  The School may acquire 
facilities as needed and contract for any services necessary for the operation of the School. 

 
The  School  was  approved  for  operation  under  a  contract  with  Ohio  Council  of  Community  Schools 
(“OCCS”)  (the  Sponsor)  for  a  five‐year  period  commencing  on  July  1,  2013  and  was  renewed  for  a 
subsequent five‐year term on July 1, 2018.  The Sponsor is responsible for evaluating the performance of 
the School and has the authority to deny renewal of the contract at its expiration or terminate the contract 
prior to its expiration.  

 
The School operates under the direction of a Board of Directors (the Board).  The Board is responsible for 
carrying out the provisions of the contract which include, but are not limited to, state mandated provisions 
regarding  student  populations,  curriculum,  academic  goals,  performance  standards,  admissions 
standards, and qualifications of teachers.  The Board controls the School’s instructional and administrative 
staff. The contracts with ACCEL Schools of Ohio (management company, see note 15) to assist in the daily 
operations of the school. 
 

NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The basic financial statements of the School have been prepared in conformity with generally accepted 
accounting principles  (GAAP)  as  applied  to  governmental  nonprofit  organizations.    The Governmental 
Accounting Standards Board (GASB) is the accepted standard‐setting body for establishing governmental 
accounting and financial reporting principles. The more significant of the School’s accounting policies are 
described below. 
 
Basis of Presentation ‐ The School’s basic financial statements consist of a Statement of Net Position, a 
Statement of Revenues, Expenses and Change in Net Position, and a Statement of Cash Flows. Enterprise 
fund reporting focuses on the determination of the changes in Net Position, and cash flows. 
 
The Government Accounting  Standards Board  identifies  the presentation of  all  financial  activity  to be 
reported within one enterprise fund for year‐ending reporting purposes.  Enterprise accounting is used to 
account for operations that are financed and operated in a manner similar to private business enterprise 
where the  intent  is that the cost  (expense) of providing goods and services to the general public on a 
continuing basis be financed or recovered primarily through user charges. 

 
Measurement  Focus  and  Basis  of  Accounting  ‐  The  accounting  and  financial  reporting  treatment  is 
determined  by  measurement  focus.  Enterprise  accounting  uses  a  flow  of  economic  resources 
measurement  focus. Under  this measurement  focus,  all  assets,  all  deferred  outflows of  resources,  all 
liabilities,  and  all  deferred  inflows  of  resources  are  included  on  the  Statement  of  Net  Position.  The 
Statement of Revenues, Expenses and Changes  in Net Position presents  increases (e.g., revenues) and 
decreases (e.g., expenses) in total Net Position.
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NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Measurement Focus and Basis of Accounting (continued) 
 
Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported in 
the financial statements.  The accrual basis of accounting is used for reporting purposes.  Revenues are 
recognized when they are earned, and expenses are recognized when they are incurred.  
 

Budgetary Process ‐ Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C). However, unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter  5705,  unless  specifically  provided  in  the  contract  between  the  School  and  its  Sponsor.  The 
contract between the School and its Sponsor does not require the School to follow the provisions Ohio 
Revised  Code  Chapter  5705;  therefore,  no  budgetary  information  is  presented  in  the  basic  financial 
statements.  

         
Cash and Cash Equivalents ‐ Cash received by the School is reflected as “Cash and Cash Equivalents” on 
the Statement of Net Position.  The School did not have any investments during the period ended June 
30, 2019. 
       
Estimates  ‐ The preparation of  financial  statements  in  conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from these estimates. 
 
Capital  Assets  and  Depreciation  ‐  Capital  assets  are  capitalized  at  cost.  Donated  Capital  Assets  are 
recorded at  their acquisition values as of the date received. The costs of additions are capitalized and 
expenditures for repairs and maintenance are expensed when incurred.  When property is sold or retired, 
the related costs and accumulated depreciation are removed from the financial records and any gain or 
loss is included in additions to or deductions from Net Position. Capital assets had a net book value of 
$11,767 at June 30, 2019, net of accumulated depreciation. Depreciation of capital assets is calculated 
utilizing the straight‐line method over the estimated useful lives of the assets which are as follows: 

 
Asset Class          Useful Life 
Computers & Software        3 years 

  Furniture, Fixtures, & Equipment                5 years 
       Textbooks          3 years          

 
The School’s policy for asset capitalization threshold is $5,000. Assets or certain asset groups not meeting 
the  capitalization  threshold  are  not  capitalized  and  are  not  included  in  the  assets  represented  in  the 
accompanying Statement of Net Position. 
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NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Intergovernmental  Revenues  ‐  The  School  currently  participates  in  the  State  Foundation  Program. 
Revenues received from this program are recognized as operating revenues in the accounting period in 
which all eligibility requirements have been met. 
 
Grants and entitlements are  recognized as non‐operating  revenues  in  the accounting period  in which 
eligibility requirements have been met. 

 
Eligibility  requirements  include  timing  requirements,  which  specify  the  year  when  the  resources  are 
required to be used or the fiscal year when use is first permitted, matching requirements, in which the 
School must provide local resources to be used for a specified purpose, and expenditure requirements, in 
which the resources are provided to the School on a reimbursement basis. 

 
The  School  also  participates  in  various  federal  programs  passed  through  the  Ohio  Department  of 
Education. 

 
Under the above programs the School recorded $2,558,719 this fiscal year from the Foundation Program 
and Casino Tax Revenue and $485,201 from Federal and State Grants. 

 
Compensated Absences  ‐ Vacation  is  taken  in a manner which  corresponds with  the  school  calendar; 
therefore, the School does not accrue vacation time as a liability. 

 
Sick/personal leave benefits are earned by full‐time employees at the rate of ten days per year and cannot 
be carried into the subsequent years.  No accrual for sick time is made since unused time is not paid to 
employees upon employment termination. 
 
Accrued Liabilities ‐ Obligations incurred but unpaid at June 30 are reported as accrued liabilities in the 
accompanying financial statements.  These liabilities consisted of Accounts Payable, Accrued Expenses, 
Advances Payable, Deferred Revenue and Current Portion of Long‐Term Debt totaling $2,146,528 at June 
30, 2019. 

 
Exchange and Non‐Exchange Transactions ‐ Revenue resulting from exchange transactions, in which each 
party gives and receives essentially equal value, is recorded on the accrual basis when the exchange takes 
place. Non‐exchange transactions, in which the School receives value without directly giving equal value 
in return, include grants, entitlements and donations.  Revenue from grants, entitlements and donations 
is  recognized  in  the  fiscal  year  in  which  all  eligibility  requirements  have  been  satisfied.    Eligibility 
requirements include timing requirements, which specify the year when the resources are required to be 
used or  the  fiscal  year when use  is  first permitted, matching  requirements,  in which  the School must 
provide local resources to be used for a specified purpose, and expenditures requirements, in which the 
resources are provided to the School on a reimbursement basis. 
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NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Deferred Outflows/Inflows of Resources ‐ In addition to assets, the statements of financial position will 
sometimes report a separate section for deferred outflows of resources. Deferred outflows of resources 
represent a consumption of net position that applies to a future period and will not be recognized as an 
outflow of resources (expense/expenditure) until then.  For the School, deferred outflows of resources 
are reported on the statement of net position for pension and OPEB.  The deferred outflows of resources 
related to pension and OPEB plans are explained in Notes 9 and 10.  
  
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. For the School, deferred inflows of resources include 
pension and OPEB. These amounts are deferred and recognized as an inflow of resources in the period 
the amounts become available.   Deferred  inflows of  resources  related to pension and OPEB plans are 
reported on the statement of net position. (See Notes 9 and 10)  
 
Net Position  ‐ Net position represents  the difference between assets, deferred outflows of  resources, 
liabilities,  and  deferred  inflows  of  resources.  Net  Position  is  reported  as  restricted  when  there  are 
limitations imposed on their use through external restriction imposed by creditors, grantors, or laws and 
regulations of other governments.  The School applies restricted resources when an expense is incurred 
for purposes for which both restricted and unrestricted Net Position are available. Net Position invested 
in capital assets consist of capital assets, net of accumulated depreciation, reduced by the outstanding 
balances of any borrowings used for the acquisition, construction, or improvement of those assets. 
 
Operating and Non‐Operating Revenues and Expenses ‐ Operating revenues are those revenues that are 
generated directly from the primary activities of the School.  For the School, these revenues are primarily 
the State Foundation program.  Operating expenses are necessary costs incurred to provide the good or 
service that is the primary activity of the School.  All revenues and expenses not meeting this definition 
are reported as non‐operating.   

 
Non‐operating revenues are those revenues that are not generated directly from the primary activities of 
the School.  Various federal and state grants, interest earnings, if any, and other miscellaneous revenues 
comprise  the  non‐operating  revenues  of  the  School.    Interest  and  fiscal  charges  on  outstanding 
obligations, as well as gain or loss on capital asset disposals, if any comprise the non‐operating expenses. 

 
Pensions/Other Postemployment Benefits  (OPEB)  ‐  For purposes of measuring  the net pension/OPEB 
asset/liability,  deferred  outflows  of  resources  and  deferred  inflows  of  resources  related  to 
pensions/OPEB,  and  pension/OPEB  expense,  information  about  the  fiduciary  net  position  of  the 
pension/OPEB plans and additions to/deductions from their fiduciary net position have been determined 
on the same basis as they are reported by the pension/OPEB plan.  For this purpose, benefit payments 
(including refunds of employee contributions) are recognized when due and payable in accordance with 
the benefit terms.  The pension/OPEB plans report investments at fair value. 
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NOTE 3 ‐ CASH AND CASH EQUIVALENTS 
 
The  following  information  classifies  deposits  by  category  of  risk  as  defined  in  GASB  Statement  No.3 
“Deposits  with  Financial  Institutions,  Investments  (including  Repurchase  Agreements)  and  Reverse 
Repurchase  Agreements,”  as  amended  by  GASB  Statement  No.40,  “Deposit,  and  Investment  Risk 
Disclosures”. 

 
The School maintains its cash balances at one financial institution, PNC Bank, located in Ohio. The balances 
are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account. 
At  June  30,  2019,  the  book  amount  of  the  School’s  deposits was  $50,129  and  the  bank  balance was 
$53,524.  

 
The School had no deposit policy  for custodial risk beyond the requirement of state statute. Ohio  law 
requires that deposits either be insured or be protected by eligible securities pledged to and deposited 
either with the School or a qualified trustee by the financial institution as security for repayment or by a 
collateral pool of eligible securities deposited with a qualified trustee to secure repayment of all public 
monies deposited in the financial institution whose market value shall be at least 105% of deposits being 
secured. At June 30, 2019, none of the bank balance was exposed to custodial credit risk. 
 

NOTE 4 ‐ACCOUNTS RECEIVABLE 
 
The School had Accounts  receivables  totaling $4,318 at  June 30, 2019. These  receivables  represented 
reimbursements  due  to  the  School,  but  not  received  as  of  June  30,  2019.    The  School  also  had 
Intergovernmental receivables of $58,474 at June 30, 2019. These receivables represented monies due to 
the School from Federal programs, but not received as of June 30, 2019.   Amounts are expected to be 
collected within one year. 

 
 
 
 
 
 
 
 
 

This space is intentionally left blank
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NOTE 5 ‐ CAPITAL ASSETS  
 
For the period ending June 30, 2019, the School’s capital assets consisted of the following: 

NOTE 6 ‐ ADVANCES PAYABLE 
 
During  the  fiscal year ending 2019,  the School  received working capital advances  from Charter School 
Capital through a receivables purchase agreement. As the School receives its monthly State funding, these 
advances  are  repaid,  however,  the  School may  elect  to  receive  future  advances  from Charter  School 
Capital by entering into additional agreements.  The total cost of funding for the year was $120,771. 
 
The total amount of advances outstanding at June 30, 2019 was $600,800.   The activity for the year is 
reflected as follows: 

 

Balance 

6/30/2018 Additions Reductions

Balance 

6/30/2019

Charter School Capital 612,700$           1,799,000$     (1,810,900)$      600,800$          

612,700$           1,799,000$     (1,810,900)$      600,800$          

Balance Balance

06/30/18 Additions Deletions 06/30/19

Capital Assets:

Computers & Software 285,474$        17,650$           ‐$               303,124$         

Furniture, Fixtures, and Equipment 110,808          ‐                    ‐                 110,808           

Textbooks 29,945             ‐                    ‐                 29,945             

Total Capital Assets 426,227          17,650             ‐                 443,877           

Less Accumulated Depreciation:

Computers & Software (285,474)         (5,883)              ‐                 (291,357)         

Furniture, Fixtures, and Equipment (110,808)         ‐                    ‐                 (110,808)         

Textbooks (29,945)           ‐                    ‐                 (29,945)            

Total Accumulated Depreciation (426,227)         (5,883)              ‐                 (432,110)         

Total Capital Assets, Net ‐$                 11,767$           ‐$               11,767$           
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NOTE 7 ‐ LONG‐TERM OBLIGATIONS AND NOTES PAYABLE 
 
The changes in the School’s long‐term obligations during fiscal year 2019 were as follows: 
 

The School had notes payable totaling $569,500 which were converted on June 30, 2016 from advances 
payable. The first note is from Northeast Ohio College Preparatory School in the amount of $105,000. 
The note began on June 30, 2016 and matures on June 30, 2026. The annual interest rate is 3.5%. The 
second note is from Cleveland College Preparatory School in the amount of $464,500. The note began 
on June 30, 2016 and matures on June 30, 2026. The annual interest rate is 3.5%. Interest payments were 
made during 2019 totaling $48,622. 
 
The entire unpaid principal balance, together with any accrued interest and any other unpaid charges or 
fees here under, shall be due and payable on June 30, 2026 unless after date is agreed to by the parties.  
Prepayment may occur without any penalties.  In the event any default or payment on this note is not 
made at the time and in the manner required, the school agrees to pay any and all costs and expenses 
which may be incurred by the lender in connection with the enforcement of any of its rights under this 
note or under any such other instrument, including court costs and reasonable attorney’s fees. 
 
Future obligations under the note are as follows:             

         

2020 53,770$             13,809$           

2021 55,683 11,896

2022 57,663 9,916

2023 59,714 7,865

2024 61,837 5,742

2025‐2026 130,308 4,849

Total minimum payments 418,975 54,077

CCP + NEO 

Principal 

Amount

CCP + NEO 

Interest 

AmountFiscal Year Ending June 30

 
 

Balance 

6/30/2018 Additions Reductions

Balance 

6/30/2019

Due Within 

One Year

Post Employment Liability:

   Net Pension Liability 2,932,327$       0$                      (1,046,295)$      1,886,032$       0$                       

   Net OPEB Liability 660,009             0                        (529,836)            130,173             0                         

Total Post Employment Liability 3,592,336          0                        (1,576,131)        2,016,205          0                         

Direct Borrowing:

Notes Payable 551,284             0                        (132,309)            418,975             53,770               

Total Long‐Term Obligations 4,143,620$       0$                      (1,708,440)$      2,435,180$       53,770$            
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NOTE 8 ‐ RISK MANAGEMENT 
 

Property & Liability ‐ The School is exposed to various risks of loss related to torts; theft of, damage to, 
and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  During the 
fiscal year ending June 30, 2019, the School contracted with Cincinnati Insurance Company for general 
liability  insurance  with  a  $1,000,000  each  occurrence/  $2,000,000  annual  aggregate,  as  well  as,  an 
umbrella policy with a $10,000,000 aggregate  limit.   The School also had a $1,000,000 School Leaders 
policy in place through National Union Fire Insurance. There were no settlements in excess of insurance 
coverage over the past three years, nor was insurance coverage significantly reduced during the year from 
the prior year.  

 
Workers’  Compensation  ‐  The  School  pays  the  State Worker’s  Compensation  System  a  premium  for 
employee injury coverage.  The premium is calculated by multiplying the monthly total gross payroll by a 
factor that is calculated by the State.  

 
Employee Medical  and  Dental  Benefits  ‐  The  School  provides  medical,  vision,  and  dental  insurance 
benefits through Anthem to all full‐time employees. During the School year, the School paid 90% of the 
monthly premiums for all employees. 

 

NOTE 9 ‐ DEFINED BENEFIT PENSIONS PLANS 
 
Net Pension Liability 
 
The net pension liability reported on the statement of net position represents a liability to employees for 
pensions.  Pensions  are  a  component  of  exchange  transactions—between  an  employer  and  its 
employees—of salaries and benefits for employee services.  Pensions are provided to an employee—on a 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for pensions is a present obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net pension  liability  represents  the School’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long‐
term  variables,  including  estimated  average  life  expectancies,  earnings  on  investments,  cost  of  living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   

 
Ohio Revised Code  limits  the School’s obligation for  this  liability  to annually  required payments.     The 
School cannot control benefit terms or the manner in which pensions are financed; however, the School 
does receive the benefit of employees’ services in exchange for compensation including pension.  

 
GASB 68  assumes  the  liability  is  solely  the obligation of  the  employer,  because  (1)  they benefit  from 
employee  services;  and  (2)  State  statute  requires  all  funding  to  come  from  these  employers.    All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities  
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NOTE 9 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Net Pension Liability – continued  
 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State  legislature.   Any resulting  legislative change to benefits or funding could 
significantly affect the net pension liability.  Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net pension liability 
on  the  accrual  basis  of  accounting.    Any  liability  for  the  contractually‐required  pension  contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   

 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Plan Description – School non‐teaching employees participate in SERS, a statewide, cost‐sharing multiple‐
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability and 
survivor  benefits  to  plan  members  and  beneficiaries.    Authority  to  establish  and  amend  benefits  is 
provided by Ohio Revised Code Chapter 3309.  SERS issues a publicly available, stand‐alone financial report 
that includes financial statements, required supplementary information and detailed information about 
SERS’ fiduciary net position.  That report can be obtained by visiting the SERS website at www.ohsers.org 
under Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 
  

 
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the School is required to contribute 14 percent of annual covered payroll.  The contribution requirements 
of plan members and employers are established and may be amended by the SERS’ Retirement Board up 
to  statutory maximum amounts of  10 percent  for plan members  and 14 percent  for  employers.    The 
Retirement Board, acting with the advice of the actuary, allocates the employer contribution rate among 
four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care 
Fund).  For the fiscal year ended June 30, 2019, the allocation to pension, death benefits, and Medicare B 
was 13.5 percent.  SERS allocated 0.5 percent of employer contributions to the Health Care Fund for fiscal 
year 2019. 

 

Eligible to Retire before Eligible to Retire on or after

August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or

Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
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NOTE 9 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description ‐ School Employees Retirement System (SERS) – continued  
 
The School’s contractually required contribution to SERS was $14,745 for fiscal year 2019.  
 
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost‐
sharing multiple‐employer  public  employee  retirement  system  administered  by  STRS.    STRS  provides 
retirement and disability benefits  to members and death and survivor benefits  to beneficiaries.    STRS 
issues  a  stand‐alone  financial  report  that  includes  financial  statements,  required  supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215‐3771, by calling (888) 227‐7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New  members  have  a  choice  of  three  retirement  plans;  a  Defined  Benefit  (DB)  Plan,  a  Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307. 
For the DB Plan, from August 1, 2015–July 1, 2017, any member could retire with reduced benefits who 
had (1) five years of service credit and age 60; (2) 26 years of service credit and age 55; or (3) 30 years of 
service  credit  regardless  of  age.  Effective  August  1,  2017–July  1,  2019,  any member may  retire with 
reduced benefits who has (1) five years of service credit and age 60; (2) 27 years of service credit and age 
55; or  (3) 30 years of service credit  regardless of age. Eligibility changes will  continue to be phased  in 
through August 1, 2026, when retirement eligibility for unreduced benefits will be five years of service 
credit and age 65, or 35 years of  service credit and at  least age 60. Retirement eligibility  for  reduced 
benefits will be five years of service credit and age 60, or 30 years of service credit regardless of age. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.    The  remaining 4.5 percent of  the 14 percent employer  rate  is  allocated  to  the defined 
benefit unfunded liability.  Effective July 1, 2017, employer contributions of 9.53 percent are placed in the 
investment accounts and the remaining 4.47 percent of the 14 percent employer rate is allocated to the 
defined benefit unfunded  liability. A member  is eligible  to  receive a  retirement benefit at age 50 and 
termination of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum 
withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
In the Combined Plan, member contributions are allocated among investment choices by the member, 
and employer contributions are used to fund a defined benefit payment. A member’s defined benefit is 
determined by multiplying one percent of the member’s final average salary by the member’s years of 
service credit. The defined benefit portion of the Combined Plan payment is payable to a member on or 
after age 60 with five years of service. The DC portion of the account may be taken as a  lump sum or 
converted to a lifetime monthly annuity at age 50 and termination of employment. 
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NOTE 9 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description ‐ State Teachers Retirement System (STRS) – continued  
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another  STRS plan.    The optional  annuitization of  a member’s defined  contribution account or  the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of  investment gain or  loss on the account.   STRS has therefore  included all three plan 
options as one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with  five or more years of credited service who  is determined to be 
disabled  may  qualify  for  a  disability  benefit.    Eligible  survivors  of  members  who  die  before  service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance.  
 
Funding  Policy  –  Employer  and  member  contribution  rates  are  established  by  the  State  Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2019, plan members were required to contribute 14 percent of their annual covered salary. The School 
was  required  to  contribute  14  percent;  the  entire  14  percent  was  the  portion  used  to  fund  pension 
obligations.  The fiscal year 2019 contribution rates were equal to the statutory maximum rates. 

 
The School’s contractually required contribution to STRS was $116,609 for fiscal year 2019.   
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
 
The net pension liability was measured as of June 30, 2018, and the total pension liability used to calculate 
the  net  pension  liability  was  determined  by  an  independent  actuarial  valuation  as  of  that  date.  The 
School's employer allocation percentage of the net pension liability was based on the employer’s share of 
employer contributions in the pension plan relative to the total employer contributions of all participating 
employers. Following is information related to the proportionate share and pension expense: 
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NOTE 9 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 

 
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual  investment earnings, differences between expected and 
actual  actuarial  experience,  changes  in  assumptions  and  changes  in  the  School’s  proportion  of  the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense  over  current  and  future  periods.  The  difference  between  projected  and  actual  investment 
earnings is recognized in pension expense using a straight‐line method over a five‐year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight‐line method. Employer 
contributions to the pension plan subsequent to the measurement date are also required to be reported 
as a deferred outflow of resources.  
 
At June 30, 2019 the School reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

SERS STRS Total

Proportion of the Net Pension Liability

  Prior Measurement Date 0.01021547% 0.00977459%

Proportion of the Net Pension Liability

  Current Measurement Date 0.00459140% 0.00738172%

Change in Proportionate Share -0.00562407% -0.00239287%

Proportionate Share of the Net Pension

  Liability 262,959               1,623,073            1,886,032            

Pension Expense 39,266                 621,364               660,630               
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NOTE 9 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 

 
 
$131,354  reported  as  deferred  outflows  of  resources  related  to  pension  resulting  from  School 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2020.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to pension will be recognized in pension expense as follows:  
 
 
 
 
 
 
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 14,419                 37,464                 51,883                 

Changes of assumptions 5,939                   287,639               293,578               

Net difference between projected and

  actual earnings on pension plan investments -                       -                       -                       

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 13,584                 433,954               447,538               

School contributions subsequent to the 

  measurement date 14,745                 116,609               131,354               

Total Deferred Outflows of Resources 48,687                 875,666               924,353               

-                       -                       

Deferred Inflows of Resources

Differences between expected and

  actual experience -                       10,600                 10,600                 

Changes of assumptions -                       -                       -                       

Net difference between projected and

  actual earnings on pension plan investments 7,286                   98,420                 105,706               

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 198,735               642,611               841,346               

Total Deferred Inflows of Resources 206,021               751,631               957,652               
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NOTE 9 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 

 
 
Actuarial Assumptions ‐ SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67, 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment terminations).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits  for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and  the historical pattern of  sharing benefit  costs between  the employers and plan 
members  to  that point.  The projection of benefits  for  financial  reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long‐term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the  benefits,  if  any,  paid  to  the  employee  after  termination  of  employment  until  the  death  of  the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key  methods  and  assumptions  used  in  calculating  the  total  pension  liability  in  the  latest  actuarial 
valuation, prepared as of June 30, 2018, are presented below: 
 
 
 
 
 
 
 

SERS STRS Total

Fiscal Year Ending June 30:

2020 (95,661)                254,474                158,813               

2021 (65,552)                (99,299)                 (164,851)              

2022 (8,630)                  (37,595)                 (46,225)                

2023 (2,236)                  (110,154)               (112,390)              

-                       

-                                             -                       

Total (172,079)              7,426                    (164,653)              
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NOTE 9 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS – continued  
 

 
 
For post‐retirement mortality, the table used in evaluating allowances to be paid is the RP‐2014 Blue Collar 
Mortality Table with fully generational projection and Scale BB, with 120 percent of male rates and 110 
percent of female rates used. The RP‐2000 Disabled Mortality Table with 90 percent for male rates and 
100 percent for female rates set back five years is used for the period after disability retirement.  
 
The  long‐term  return  expectation  for  the  Pension  Plan  Investments  has  been  determined  by  using  a 
building‐block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A  forecasted  rate  of  inflation  serves  as  the  baseline  for  the  return  expectation.    Various  real  return 
premiums over  the baseline  inflation  rate have been established  for  each asset  class.    The  long‐term 
expected nominal rate of return has been determined by calculating an arithmetic weighted average of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the expected return from rebalancing uncorrelated asset classes. The asset allocation, as used in the June 
30, 2015 five‐year experience study, is summarized as follows: 
 

 
 
Discount Rate Total pension liability was calculated using the discount rate of 7.50 percent. The projection 
of  cash  flows  used  to  determine  the  discount  rate  assumed  that  employers  would  contribute  the 
actuarially  determined  contribution  rate  of  projected  compensation  over  the  remaining  26‐year 
amortization  period  of  the  unfunded  actuarial  accrued  liability.  Projected  inflows  from  investment 
earnings were calculated using the long‐term assumed investment rate of return (7.50 percent). Based on 
those  assumptions,  the  plan’s  fiduciary  net  position was  projected  to  be  available  to make  all  future 
benefit payments of current plan members. Therefore, the long‐term expected rate of return on pension 
plan investments was applied to all periods of projected benefits to determine the total pension liability.  

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)
COLA or Ad Hoc COLA 2.50 percent, on and after April 1, 2018, COLA's for future retirees 

will be delayed for three years following commencement

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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NOTE 9 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS – continued  
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the School’s proportionate share of the net pension liability calculated using 
the discount rate of 7.50 percent, as well as what the School’s net pension liability would be if it were 
calculated using a discount  rate  that  is one percentage point  lower  (6.50 percent), or one percentage 
point higher (8.50 percent) than the current rate. 

  
 
Actuarial Assumptions ‐ STRS 
 
The  total  pension  liability  in  the  July  1,  2018  actuarial  valuation was  determined  using  the  following 
actuarial assumptions, applied to all periods included in the measurement:  
 

 
 
Post‐retirement mortality rates are based on RP‐2014 Annuitant Mortality Table with 50 percent of rates 
through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 and 
84, and 100 percent of rates thereafter, projected forward generationally using mortality improvement 
scale MP‐2016; pre‐retirement mortality rates are based on RP‐2014 Employee Mortality Table, projected 
forward generationally using mortality improvement scale MP‐2016. 
 
The actuarial assumptions used in the July 1, 2018 valuation, were adopted by the board from the results 
of an actuarial experience study for July 1, 2011, through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 
 
 
 
 

 

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

School's proportionate share

  of the net pension liability $370,396 $262,959 $172,878

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Projected Payroll Growth 3.00 percent
Cost-of-Living Adjustments 0.00 percent
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NOTE 9 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – STRS – continued  
 
 

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.  Over  a  30‐year  period,  STRS’  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2018. The projection of cash flows used to determine the discount rate assumes that employer and 
member contributions will be made at statutory contribution rates of 14 percent each. For this purpose, 
only  employer  contributions  that  are  intended  to  fund  benefits  of  current  plan  members  and  their 
beneficiaries are included. Based on those assumptions, STRS’ fiduciary net position was projected to be 
available to make all projected future benefit payments to current plan members as of June 30, 2018. 
Therefore, the long‐term expected rate of return on pension plan investments of 7.45 percent was applied 
to all periods of projected benefit payments to determine the total pension liability as of June 30, 2018. 
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the School's proportionate share of the net pension liability as of June 
30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as what 
the School's proportionate share of the net pension liability would be if it were calculated using a discount 
rate that is one‐percentage‐point lower (6.45 percent) or one‐percentage‐point higher (8.45 percent) than 
the current assumption:  

  
 
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

School's proportionate share

  of the net pension liability $2,370,287 $1,623,073 $990,661
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS 
 
Net OPEB Asset/Liability 

 
The net OPEB asset/liability reported on the statement of net position represents an asset or liability to 
employees  for  OPEB.  OPEB  is  a  component  of  exchange  transactions‐–between  an  employer  and  its 
employees—of salaries and benefits for employee services.   OPEB are provided to an employee—on a 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services  each  financial  period.    The  obligation  to  sacrifice  resources  for  OPEB  is  a  present  obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net OPEB asset/liability represents the School’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB asset/liability calculation is dependent on critical long‐
term  variables,  including  estimated  average  life  expectancies,  earnings  on  investments,  cost  of  living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting these estimates annually.   

 
Ohio Revised Code  limits  the School’s obligation for  this  liability  to annually  required payments.     The 
School cannot control benefit terms or the manner in which OPEB are financed; however, the School does 
receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the asset/liability is solely that of the employer, because they benefit from employee 
services.   OPEB contributions come from these employers and health care plan enrollees, which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio Revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
to benefits or funding could significantly affect the net OPEB asset/liability. Resulting adjustments to the 
net OPEB asset/liability would be  effective when  the  changes  are  legally  enforceable.  The  retirement 
systems may allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net OPEB asset/ 
liability on the accrual basis of accounting.  Any liability for the contractually‐required OPEB contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   

 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Health Care Plan Description  ‐ The School contributes to the SERS Health Care Fund, administered by 
SERS for non‐certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a 
cost‐sharing  other  postemployment  benefit  (OPEB)  plan.    SERS’ Health Care  Plan provides  healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the death of a member or retiree, are eligible for SERS’ health care coverage. Most retirees and  
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Plan Description ‐ School Employees Retirement System (SERS) – continued  
 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self‐insured preferred provider 
organization  for  its  non‐Medicare  retiree  population.  For  both  groups,  SERS  offers  a  self‐insured 
prescription drug program. Health care  is a benefit  that  is permitted, not mandated, by  statute.    The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the 
plan selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding  Policy  ‐  State  statute  permits  SERS  to  fund  the  health  care  benefits  through  employer 
contributions.    Each  year,  after  the  allocation  for  statutorily  required  pensions  and  benefits,  the 
Retirement Board may allocate  the  remainder of  the employer  contribution of 14 percent of  covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2019, 0.5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro‐rated if 
less than a full year of service credit was earned. For fiscal year 2019, this amount was $21,600. Statutes 
provide that no employer shall pay a health care surcharge greater than 2.0 percent of that employer’s 
SERS‐covered payroll; nor may SERS collect  in aggregate more than 1.5 percent of  the  total statewide 
SERS‐covered payroll for the health care surcharge.  For fiscal year 2019, the School’s surcharge obligation 
was $278.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The School’s contractually required contribution to SERS was 
$824 for fiscal year 2019.     
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost‐sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part 
B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the 
report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227‐7877. 
 
Funding  Policy  –  Ohio  Revised  Code  Chapter  3307  authorizes  STRS  to  offer  the  Plan  and  gives  the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed  
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Plan Description ‐ State Teachers Retirement System (STRS) – continued  
 
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees,  for  the most  recent  year,  pay  a  portion  of  the  health  care  costs  in  the  form of  a monthly 
premium.  Under Ohio law, funding for post‐employment health care may be deducted from employer 
contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2019, STRS did 
not allocate any employer contributions to post‐employment health care.   
 
OPEB Assets/Liabilities, OPEB Expense, and Deferred Outflows/Inflows of Resources Related to OPEB  
 
The net OPEB asset/liability was measured as of June 30, 2018, and the total OPEB asset/liability used to 
calculate  the  net  OPEB  asset/liability  was  determined  by  an  actuarial  valuation  as  of  that  date.  The 
School's proportion of the net OPEB asset/liability was based on the School's share of contributions to the 
respective  retirement  systems  relative  to  the  contributions  of  all  participating  entities.    Following  is 
information related to the proportionate share and OPEB expense: 

 

 
 
At June 30, 2019, the School reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources: 
 
 
 
 
 
 
 
 
 
 
 
 
 

SERS STRS Total

Proportion of the Net OPEB Liability

  Prior Measurement Date 0.01038259% 0.00977459%

Proportion of the Net OPEB Liability/asset

  Current Measurement Date 0.00469210% 0.00738172%

Change in Proportionate Share -0.00569049% -0.00239287%

Proportionate Share of the Net OPEB

  Liability/(asset) 130,173               (118,618)              11,555                 

OPEB Expense (38,991)                (266,001)              (304,992)              
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
  

 
$824  reported as deferred outflows of  resources  related  to OPEB  resulting  from School  contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending  June 30, 2020.   Other amounts  reported as deferred outflows of  resources and deferred 
inflows of resources related to OPEB will be recognized in OPEB expense as follows:  
 
 
 
 
 
 
 
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 2,125$                 13,855$               15,980$               

Changes of assumptions -                       -                       -                       

Net difference between projected and

  actual earnings on OPEB plan investments -                       -                       -                       

Changes in proportion and differences

    between contributions and proportionate

    share of contributions -                       27,445                 27,445                 

School contributions subsequent to the 

  measurement date 824                      -                       824                      

Total Deferred Outflows of Resources 2,949$                 41,300$               44,249$               

-                       -                       

Deferred Inflows of Resources

Differences between expected and

  actual experience -$                     6,911$                 6,911$                 

Changes of assumptions 11,694                 161,625               173,319               

Net difference between projected and

  actual earnings on OPEB plan investments 196                      13,550                 13,746                 

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 172,033               85,272                 257,305               

Total Deferred Inflows of Resources 183,923$             267,358$             451,281$             
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 

 
 
Actuarial Assumptions ‐ SERS 
 
The  total  OPEB  liability  was  determined  by  an  actuarial  valuation  as  of  June  30,  2018.  The  actuarial 
assumptions used in the valuation are based on results from the most recent actuarial experience study, 
which covered the five‐year period ending June 30, 2015. The experience study report is dated April 2016. 
The total OPEB liability used the following assumptions and other inputs: 
 

 
 
Mortality rates were based on the RP‐2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of  female rates. RP‐2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The long‐term expected rate of return on plan factors are considered in evaluating the long‐term rate of 
return assumption including long‐term historical data, estimates inherent in current market data, and a 
long‐normal distribution analysis  in which best‐estimate ranges of expected future real rates of return 
were developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long‐term expected rate of return, 7.50 percent, by weighting the expected future real rates  

SERS STRS Total

Fiscal Year Ending June 30:

2020 (48,461)                       (38,844)                       (87,305)                       

2021 (43,187)                       (38,844)                       (82,031)                       

2022 (26,490)                       (38,842)                       (65,332)                       

2023 (63,150)                       (64,188)                       (127,338)                     

2024 (360)                            (20,472)                       (20,832)                       

Thereafter (150)                            (24,868)                       (25,018)                       

Total (181,798)                     (226,058)                     (407,856)                     

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Municipal Bond Index Rate

Measurement Date 3.62 percent
Prior Measurement Date 3.56 percent

Single Equivalent Interest Rate
Measurement Date 3.70 percent, net of plan investment expense, including price inflation
Prior Measurement Date 3.63 percent, net of plan investment expense, including price inflation

Health Care Cost Trend Rate
Medicare 5.375 percent - 4.75 percent
Pre-Medicare 7.25 percent - 4.75 percent
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – SERS – continued  
 
of return by the target asset allocation percentage and then adding expected inflation. The capital market 
assumptions developed by the investment consultant are intended for use over a 10‐year horizon and 
may not be useful in setting the long‐term rate of return for funding pension plans which covers a longer 
timeframe.  The assumption  is  intended  to be  a  long‐term assumption and  is  not  expected  to  change 
absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental 
change in the market that alters expected returns in future years. 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 
as used in the June 30, 2015 five‐year experience study, are summarized as follows: 
 

 
 

Discount  Rate  The  discount  rate  used  to measure  the  total  OPEB  liability  at  June  30,  2018 was  3.70 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2018 was 3.63 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be made 
from members and the System at the contribution rate of 2.00 percent of projected covered payroll each 
year, which includes a 1.50 percent payroll surcharge and 0.50 percent of contributions from the basic 
benefits  plan.  Based  on  these  assumptions,  the  OPEB  plan’s  fiduciary  net  position  was  projected  to 
become  insufficient  to  make  future  benefit  payments  during  the  fiscal  year  ending  June  30,  2026. 
Therefore,  the  long‐term expected  rate of  return on OPEB plan assets was used  to present  value  the 
projected  benefit  payments  through  the  fiscal  year  ending  June  30,  2025  and  the  Fidelity  General 
Obligation 20‐year Municipal Bond Index rate of 3.62 percent, as of June 30, 2018 (i.e., municipal bond 
rate), was used to present value the projected benefit payments for the remaining years in the projection. 
The total present value of projected benefit payments  from all  years was then used to determine the 
single rate of return that was used as the discount rate. The projection of future benefit payments for all 
current plan members was until the benefit payments ran out. 
 
Sensitivity of the School's Proportionate Share of the Net OPEB Liability to Changes in the Discount Rate 
and Changes in the Health Care Cost Trend Rates The net OPEB liability  is sensitive to changes  in the 
discount rate and the health care cost trend rate. The following table presents the net OPEB liability and 
what the net OPEB liability would be if it were calculated using a discount rate that is  

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – SERS – continued  
 
one percentage point lower (2.70 percent) and higher (4.70 percent) than the current discount rate (3.70 
percent). Also shown is what the net OPEB liability would be based on health care cost trend rates that 
are one percent lower (6.25 percent decreasing to 3.75 percent) and one percent higher (8.25 percent 
decreasing to 5.75 percent) than the current rate. 
  

 

   
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2018, actuarial valuation are presented below:   

 

 
 

Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 
For  healthy  retirees  the mortality  rates  are  based  on  the  RP‐2014 Annuitant Mortality  Table with  50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between 
ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality 
improvement scale MP‐2016. For disabled retirees, mortality rates are based on the RP‐2014 Disabled 
Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected forward 
generationally using mortality improvement scale MP‐2016. 
 
Actuarial  assumptions  used  in  the  June  30,  2018,  valuation  are  based  on  the  results  of  an  actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  

Current

1% Decrease Discount Rate 1% Increase

(2.70%) (3.70%) (4.70%)

School's proportionate share

  of the net OPEB liability $157,953 $130,173 $108,174

Current

1% Decrease Trend Rate 1% Increase

(6.25 % decreasing (7.25 % decreasing (8.25 % decreasing

to 3.75%) to 4.75%) to 5.75%)

School's proportionate share

  of the net OPEB liability $105,025 $130,173 $163,471

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Health Care Cost Trend Rates -5.23 percent to 9.62 percent, initial, 4.00 percent ultimate
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – STRS – continued  
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.    Over  a  30‐year  period,  STRS'  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total OPEB asset/liability was 7.45 percent as of 
June 30, 2018. The projection of cash flows used to determine the discount rate assumed STRS continues 
to allocate no employer contributions to the health care fund. Based on those assumptions, the OPEB 
plan’s fiduciary net position was projected to be available to make all projected future benefit payments 
to current plan members as of June 30, 2018. Therefore, the long‐term expected rate of return on health 
care  plan  investments  of  7.45  percent  was  applied  to  all  periods  of  projected  benefit  payments  to 
determine the total OPEB liability as of June 30, 2018.  
 
Sensitivity  of  the  School’s  Proportionate  Share  of  the  Net  OPEB  Asset/Liability  to  Changes  in  the 
Discount and Health Care Cost Trend Rate The following table represents the net OPEB asset/liability as 
of June 30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as 
what the net OPEB asset/liability would be if it were calculated using a discount rate that is one percentage 
point lower (6.45 percent) or one percentage point higher (8.45 percent) than the current assumption. 
Also shown is the net OPEB liability as of June 30, 2018, calculated using health care cost trend rates that 
are one percentage point lower or one percentage point higher than the current health care cost trend 
rates. 
 
 
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – STRS – continued  
 

 
 

 
 
 
 
 
 
 

This space intentionally left blank

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

School's proportionate share

  of the net OPEB asset $101,666 $118,618 $132,863

Current

1% Decrease Trend Rate 1% Increase

School's proportionate share

  of the net OPEB asset $132,059 $118,618 $104,965
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NOTE 11 ‐ CONTINGENCIES  
 

Grants ‐ The School received financial assistance from federal and state agencies in the form of grants.  
Amount  received  from  grantor  agencies  are  subject  to  audit  and  adjustment  by  the  grantor.    Any 
disallowed costs may require refunding to the grantor.  Amount which may be disallowed, if any, are not 
presently determinable.   However,  in  the opinion of  the School, any such adjustments will not have a 
material adverse effect on the financial position of the School.  

 
Litigation ‐ There are currently no matters in litigation with the School as defendant. 
 
Full‐time Equivalency ‐ School foundation funding is based on the annualized full‐time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for  Foundation  funding  purposes.   Community  schools  must  provide  documentation  that  clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  

 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation  funding  due  to  a  lack  of  evidence  to  support  student  participation  and  other matters  of 
noncompliance. ODE performed such a review on the School for fiscal year 2019.  

 
As of the date of this report, all ODE adjustments have been completed. 
 
In addition, the School’s contracts with their Sponsor and Management Company require payment based 
on revenues received from the State.  As discussed above, all ODE adjustments through fiscal year 2019 
have been completed.  A reconciliation between payments previously made and the FTE adjustments has 
taken place with these contracts.  
 

NOTE 12 ‐ SPONSOR CONTRACT 
 

The  School  contracted with  Ohio  Council  of  Community  Schools  (OCCS)  as  its  sponsor  and  oversight 
services as required by law.  Sponsorship fees are calculated as a 2.25% percent of state funds received 
by the School from the State of Ohio. For the fiscal year ended June 30, 2019, the total sponsorship fees 
paid totaled $51,366.  

Attachment 26: Audited Financial Statements Page 4544



OHIO COLLEGE PREPARATORY SCHOOL ‐ CUYAHOGA COUNTY, OHIO 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2019  

 

42 

NOTE 13 ‐ PURCHASED SERVICES 
 

For the period of July 1, 2018 through June 30, 2019, the School made the following purchased services 
commitments. 
 

Purchased Services Amount
Personnel Services 810,376$         
Professional Services 802,801          
Property Services 449,136

    Utilities 129,207
Travel & Meetings 660
Communications 37,492
Contractual Trade 214,275
Pupil Transportation 134,294

Total 2,578,241$     

 
NOTE 14 ‐ LEASE OBLIGATIONS 
   
On February 18, 2013, the School entered into two leases with the Maple Heights Commerce for 20,577 
square feet of space located at 21100 Southgate Park Boulevard, Maple Heights OH 44137.  The School 
renegotiated both leases in May 2017. Under the new leases both are set to expire on September 30, 
2030.  Base rent expense for the fiscal year ended 2019 was $330,539.  Future lease obligations are as 
follows: 

FY2020 294,127$                      36,353$                       

FY2021 300,010                       37,080                        

FY2022 306,010                       37,821                        
FY2023 312,130                       38,578                        

FY2024 318,373                       39,350                        
FY2025‐2029 1,689,962                    208,875                      

FY2030‐2031 752,655                       89,510                        

Total 3,973,267$                  487,567$                     

Maple Heights 

Commerce One, LLC

Maple Heights 

Commerce Two, LLC
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NOTE 15 ‐ MANAGEMENT COMPANY and MANAGEMENT COMPANY EXPENSES 
 

For  fiscal  year  2019  the  School  entered  into  an  agreement  with  Accel  Schools  Ohio,  LLC  to  provide 
management support services. The agreement is for a period beginning May 1, 2017 and ending on June 
30, 2027. Management fees are calculated as 18% of the total revenues received from the State of Ohio. 
The  total  amount due  from  the School  for  the  fiscal  year ending  June 30, 2019, was $539,731 and  is 
included  under  “Purchased  Services”  on  the  Statements  of  Revenues,  Expenses,  and  Changes  in  Net 
Position.   

 
Also, per the management agreement there are expenses that will be billed to the School based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of employees working in at 
the School and other costs related to providing education and administrative services. The total amount 
billed during fiscal year 2019 was $1,294,876 which includes previously identified management fee.   
 
For the periods ended June 30, 2019, Accel Schools Ohio, LLC, incurred the following expenses on behalf 
of the School: 
 

 
 

Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro‐rated based on 
full time equivalent (FTE) head count as of June 30, 2019 by each school it manages.  

 Ohio Collegiate Academy 

 Regular Instruction
(1100 Function Codes) 

 Special Instruction
(1200 Function Codes) 

 Support Services
(2000 Function Codes) 

 Total 

                                1,100                                 1,200                                 2,000 
Direct Expenses: 
Salaries & Wages (100 Object Codes) 748,528                           181,799                           930,328             
Employees’ Benefits (200 Object Codes) 58,927                             56,094                             14,366                             129,388             
Professional & Technical Services (410 Object Codes) 68,506                             68,506               
Supplies (510 Object Codes) 328                                  12,180                             12,508               
Other Direct Costs (All Other Object Codes) 5,538                               5,538                 
Total Direct Expenses 807,784                           237,893                           100,590                           1,146,267          
  
Indirect Expenses:  
Overhead 253,601                           253,601             
  
Total Expenses 807,784                           237,893                           354,191                           1,399,868          
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NOTE 16 – IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES  
 
For the fiscal year ended June 30, 2019, the School has implemented Governmental Accounting Standards 
Board  (GASB)  Statement  No.  83,  Certain  Asset  Retirement  Obligations  and  GASB  Statement  No.  88, 
Certain Disclosures Related to Debt, including Direct Borrowings and Direct Placements. 
 
GASB Statement No. 83 establishes criteria for determining the timing and pattern of recognition of a 
liability  and  a  corresponding  deferred  outflow  of  resources  for  asset  retirement  obligations.  The 
implementation of GASB  Statement No.  83 did not have an effect  on  the  financial  statements of  the 
School. 
 
GASB Statement No. 88 establishes additional financial statement note disclosure requirements related 
to debt obligations of governments,  including direct borrowings and direct placements. These changes 
were incorporated in the School’s fiscal year 2019 financial statements; however, there was no effect on 
beginning net position. 

 
NOTE 17 ‐ MANAGEMENT PLAN 
 
For fiscal year 2019, the School had a net position deficit of $(4,692,334), which includes the impact of 
the net pension/OPEB assets/liabilities and related accruals. The School’s net deficit in fiscal year 2019 
was not improved from the $(4,287,071) net deficit in fiscal 2018. Enrollment increased in fiscal year 2019 
to  297,  up  from  271  in  fiscal  year  2018.  The  School’s  ability  to maintain  a  stable  administrative  and 
instructional team along with active advertising via print, radio, mailings and through referrals of current 
parents is anticipated to help produce the likelihood of future enrollment growth leading to surpluses and 
provide an opportunity for the school to recover from its prior deficits. 
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2019 2018 2017 2016 2015
School's Proportion of the Net Pension

Liability 0.0045914% 0.0102155% 0.0107115% 0.0100244% 0.006188%

School's Proportionate Share of the Net
Pension Liability 262,959$        610,352$        783,977$        572,000$        313,147$        

School's Covered Payroll 172,867$        316,614$        288,864$        151,912$        48,304$          

School's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 152.12% 192.77% 271.40% 376.53% 648.28%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 71.36% 69.50% 62.98% 69.16% 71.70%

(1) Information prior to 2015 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net Pension Liability

School Employees Retirement System of Ohio
Last Five Fiscal Years (1)
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2019 2018 2017 2016 2015
School's Proportion of the Net Pension

Liability 0.00738172% 0.00977459% 0.00905614% 0.01137545% 0.00598589%

School's Proportionate Share of the Net
Pension Liability 1,623,073$        2,321,975$        3,031,363$        3,143,838$        1,455,975$        

School's Covered Payroll 839,179$          1,074,786$        1,137,471$        1,092,371$        609,031$          

School's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 193.41% 216.04% 266.50% 287.80% 239.06%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 77.31% 75.29% 66.80% 72.10% 74.70%

(1) Information prior to 2015 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net Pension Liability

State Teachers Retirement System of Ohio
Last Five Fiscal Years (1)
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See accompanying notes to the required supplementary information.

2019 2018 2017 2016 2015 2014

Contractually Required Contribution 14,745$          23,337$          44,326$          40,441$          20,022$          6,695$            

Contributions in Relation to the 
Contractually Required Contribution (14,745)           (23,337)           (44,326)           (40,441)           (20,022)           (6,695)            

Contribution Deficiency (Excess) -                 -                 -                 -                 -                 -                 

School Covered Payroll 109,222$        172,867$        316,614$        288,864$        151,912$        48,304$          

Contributions as a Percentage of
Covered Payroll 13.50% 13.50% 14.00% 14.00% 13.18% 13.86%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

School Employees Retirement System of Ohio
Schedule of School Contributions - Pension

Required Supplementary Information

Last Six Fiscal Years (1)
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2019 2018 2017 2016 2015 2014

Contractually Required Contribution 116,609$          117,485$          150,470$          159,246$          152,932$          79,174$            

Contributions in Relation to the 
Contractually Required Contribution (116,609)           (117,485)           (150,470)           (159,246)           (152,932)           (79,174)            

Contribution Deficiency (Excess) -$                 -$                 -$                 -$                 -$                 -$                 

School Covered Payroll 832,921$          839,179$          1,074,786$        1,137,471$        1,092,371$        609,031$          

Contributions as a Percentage of
Covered Payroll 14.00% 14.00% 14.00% 14.00% 14.00% 13.00%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of School Contributions - Pension
State Teachers Retirement System of Ohio

Last Six Fiscal Years (1)
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2019 2018 2017
School's Proportion of the Net OPEB

Liability 0.0046921% 0.01038259% 0.01270983%

School's Proportionate Share of the Net
OPEB Liability 130,173$        278,641$        362,277$        

School's Covered Payroll 172,867$        316,614$        288,864$        

School's Proportionate Share of the Net
OPEB Liability as a Percentage
of its Covered Payroll 75.30% 88.01% 125.41%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability 13.57% 12.46% 11.49%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net OPEB Liability

School Employees Retirement System of Ohio
Last Three Fiscal Years (1)
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2019 2018 2017
School's Proportion of the Net OPEB

Liability/Asset 0.00738172% 0.00977459% 0.00905614%

School's Proportionate Share of the Net
OPEB Liability/(Asset) (118,618)$         381,368$          484,325$          

School's Covered Payroll 839,179$          1,074,786$        1,137,471$        

School's Proportionate Share of the Net
OPEB Liability/Asset as a Percentage
of its Covered Payroll -14.14% 35.48% 42.58%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability/Asset 176.00% 47.11% 37.30%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net OPEB Asset/Liability

State Teachers Retirement System of Ohio
Last Three Fiscal Years (1)
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2019 2018 2017 2016 2015 2014

Contractually Required Contribution (2) 824$              3,550$            6,750$            3,545$            1,246$       68$                

Contributions in Relation to the 
Contractually Required Contribution (824)               (3,550)            (6,750)            (3,545)            (1,246)        (68)                 

Contribution Deficiency (Excess) -                 -                 -                 -                 -            -                 

School Covered Payroll 109,222$        172,867$        316,614$        288,864$        151,915$    48,305$          

OPEB Contributions as a Percentage of
Covered Payroll (2) 0.75% 2.05% 2.13% 1.23% 0.82% 0.14%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

(2) Includes Surcharge

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of School Contributions - OPEB

School Employees Retirement System of Ohio
Last Six Fiscal Years (1)

Attachment 26: Audited Financial Statements Page 4554



OHIO COLLEGE PREPARATORY SCHOOL 
CUYAHOGA COUNTY, OHIO 

 

52 

 
 

 

2019 2018 2017 2016 2015 2014

Contractually Required Contribution -$                     -$                     -$                 -$                 -$                 6,090$              

Contributions in Relation to the 
Contractually Required Contribution -                      -                      -                  -                  -                  (6,090)              

Contribution Deficiency (Excess) -$                     -$                     -$                 -$                 -$                 -$                 

School Covered Payroll 832,921$              839,179$              1,074,786$        1,137,471$        1,092,371$        609,031$          

Contributions as a Percentage of
Covered Payroll 0.00% 0.00% 0.00% 0.00% 0.00% 1.00%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of School Contributions - OPEB

State Teachers Retirement System of Ohio
Last Six Fiscal Years (1)
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NOTE 1 ‐ NET PENSION LIABILITY 
 
Changes in Assumptions ‐ SERS 

 

For fiscal year 2017, the SERS Board adopted the following assumption changes: 

 Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent 

 Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent 

 Assumed real wage growth was reduced from 0.75 percent to 0.50 percent 

 Rates of withdrawal, retirement and disability were updated to reflect recent experience. 

 Mortality among active members was updated to RP‐2014 Blue Collar Mortality Table with fully 

generational projection and a five‐year age set‐back for both males and females. 

 Mortality among service retired members, and beneficiaries was updated to RP‐2014 Blue Collar 

Mortality Table with fully generational projection with Scale BB, 120 percent of male rates, and 

110 percent of female rates. 

 Mortality among disabled members was updated to RP‐2000 Disabled Mortality Table, 90 

percent for male rates and 100 percent for female rates, set back five years is used for the 

period after disability retirement.   

 

Changes in Benefit Terms ‐ SERS 

For fiscal year 2018, the cost‐of‐living adjustment was changed from a fixed 3.00 percent to a cost‐of‐
living adjustment  that  is  indexed  to CPI‐W not greater  than 2.50 percent with a  floor of  zero percent 
beginning January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has 
enacted a three‐year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the Retirement Board approved several changes to the actuarial assumptions in 2017. 
The  long  term  expected  rate  of  return was  reduced  from  7.75  percent  to  7.45  percent,  the  inflation 
assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered 
to 3.00 percent, and total salary increases rate was lowered by decreasing the merit component of the 
individual salary increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy 
and  disabled mortality  assumptions were  updated  to  the  RP‐2014 mortality  tables with  generational 
improvement  scale MP‐2016. Rates of  retirement,  termination and disability were modified  to better 
reflect anticipated future experience. 
 

Changes in Benefit Terms ‐ STRS 

 

For fiscal year 2018, the cost‐of‐living adjustment (COLA) was reduced to zero.  
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NOTE 2 ‐ NET OPEB LIABILITY 
 
Changes in Assumptions – SERS 
 
Amounts  reported  for  fiscal  year  2019  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 3.56 percent to 3.62 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased from 3.63 percent to 3.70 percent. The health care cost trend assumptions changed as follows:  
 
Pre‐Medicare 
   Fiscal year 2018   7.50 percent initially, decreasing to 4.00 percent 

Fiscal year 2019 7.25 percent initially, decreasing to 4.75 percent 
Medicare 
  Fiscal year 2018   5.50 percent initially, decreasing to 5.00 percent 

Fiscal year 2019 5.375 percent initially, decreasing to 4.75 percent 
 

Amounts  reported  for  fiscal  year  2018  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 2.92 percent to 3.56 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased from 2.98 percent to 3.63 percent. 
 
Changes in Benefit Terms ‐ SERS 

There have been no changes to the benefit provisions. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2019, the discount rate was increased from the blended rate of 4.13 percent to the long‐
term expected rate of return of 7.45 percent. Valuation year per capita health care costs were updated. 
Health care cost trend rates ranged from 6.00 percent to 11 percent initially and a 4.50 percent ultimate 
rate for fiscal year 2018 and changed for fiscal year 2019 to a range of  ‐5.20 percent to 9.60 percent, 
initially and a 4.00 ultimate rate. 
 
For fiscal year 2018, the blended discount rate was increased from 3.26 percent to 4.13 percent. Valuation 
year per capita health care costs were updated, and the salary scale was modified. The percentage of 
future retirees electing each option was updated based on current data and the percentage of  future 
disabled  retirees  and  terminated  vested  participants  electing  health  coverage  were  decreased.  The 
assumed  mortality,  disability,  retirement,  withdrawal  and  future  health  care  cost  trend  rates  were 
modified along with the portion of rebated prescription drug costs. 
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NOTE 2 ‐ NET OPEB LIABILITY (Continued) 
 
Changes in Benefit Terms – STRS 
 
For fiscal year 2019, the subsidy multiplier for non‐Medicare benefit recipients was increased from 1.9 
percent to 1.944 percent per year of service effective January 1, 2019. The non‐Medicare frozen subsidy 
base  premium  was  increased  effective  January  1,  2019  and  all  remaining Medicare  Part  B  premium 
reimbursements will be discontinued beginning January 1, 2020. 
 
For  fiscal  year 2018,  the  subsidy multiplier  for non‐Medicare benefit  recipients was  reduced  from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. This was subsequently extended, see above paragraph.  
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December 24, 2019 
 
To the Board of Trustees  
Ohio College Preparatory School 
21100 Southgate Park Blvd. 
Maple Heights, Ohio 44137 
 

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 
and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the Ohio College 
Preparatory School, Cuyahoga County, Ohio (the “School”) as of and for the year ended June 30, 2019, 
and the related notes to the financial statements, which collectively comprise the School’s basic financial 
statements, and have issued our report thereon dated December 24, 2019, in which we noted, the School 
has suffered recurring losses from operations and has a net position deficit of $4,692,334, including the 
net effect of net pension liability, net OPEB asset/liability and related accruals totaling $2,337,918, that 
raises substantial doubt about its ability to continue as a going concern.  
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School's internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate in 
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the School’s internal control. Accordingly, we 
do not express an opinion on the effectiveness of the School’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with 
governance.  
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified.  
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Ohio College Preparatory School 
Independent Auditor’s Report on Internal Control over Financial Reporting and on  

Compliance and Other Matters Based on an Audit of Financial Statements  
Performed in Accordance with Government Auditing Standards 

Page 2 of 2 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 
results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 

 
 

 
Medina, Ohio 
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CLERK’S CERTIFICATION 
This is a true and correct copy of the report which is required to be filed in the Office of the 
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Phone: 614-466-4514 or 800-282-0370 
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Board of Education 
Ohio College Preparatory School 
21100 Southgate Park Boulevard 
Maple Heights, Ohio 44137 
 
 
We have reviewed the Independent Auditor’s Report of the Ohio College Preparatory School, 
Cuyahoga County, prepared by Rea & Associates, Inc., for the audit period July 1, 2017 through 
June 30, 2018.  Based upon this review, we have accepted these reports in lieu of the audit 
required by Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying 
financial statements and, accordingly, we are unable to express, and do not express an opinion on 
them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Ohio College Preparatory School is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
March 1, 2019  
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December 27, 2018

To the Board of Trustees
Ohio College Preparatory School
21100 Southgate Park Blvd.
Maple Heights, OH 44137

Independent Auditor's Report

Report on the Financial Statements

We have audited the accompanying financial statements of the Ohio College Preparatory School, 
Cuyahoga County, Ohio, (the “School”) as of and for the year ended June 30, 2018, and the related notes 
to the financial statements, which collectively comprise the School’s basic financial statements as listed in 
the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation 
and fair presentation of the financial statements in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s 
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the School, as of June 30, 2018, and the changes in its financial position and its cash 
flows for the year then ended in accordance with accounting principles generally accepted in the United 
States of America.

Emphasis of Matter

As described in Note 17 to the financial statements, the School restated the net position balance to 
account for the implementation of Governmental Accounting Standard Board (GASB) Statement No. 75, 
“Accounting and Financial reporting for Postemployment Benefits other than Pensions.” In addition the 
School restated the net pension liability amount to account for an error discovered in the calculation to 
allocate the management companies’ share of the net pension liability to member schools. Our opinion is 
not modified with respect to these matters.

The accompanying financial statements have been prepared assuming the School will continue as a going 
concern. As disclosed in Note 18 to the financial statements, the School has suffered recurring losses from 
operations and has a net position deficit of $4,287,071 that raises substantial doubt about its ability to 
continue as a going concern. This deficit net position includes the effect of the net pension liability, net 
OPEB liability and related accruals totaling $2,114,458. Note 18 describes management’s plan regarding 
these issues. The financial statements do not include any adjustments that might result from the outcome 
of this uncertainty. Our opinion is not modified with respect to this matter. 

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the School's Proportionate Share of the Net Pension Liability,
Schedule of the School’s Contributions - Pension, Schedule of the School’s Proportionate Share of the 
Net OPEB Liability, and the Schedule of the School’s Contributions - OPEB on pages 5–11, 48-49, 50-51, 
52-53, and 54-55, respectively, be presented to supplement the basic financial statements. Such 
information, although not a part of the basic financial statements, is required by the Governmental 
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the 
basic financial statements in an appropriate operational, economic, or historical context. We have applied 
certain limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion 
or provide any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance.
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Independent Auditor’s Report
Page 3 of 3

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 27, 
2018 on our consideration of the School’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness 
of the School’s internal control over financial reporting or on compliance. That report is an integral part of 
an audit performed in accordance with Government Auditing Standards in considering the School’s 
internal control over financial reporting and compliance.

Medina, Ohio
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The discussion and analysis of the Ohio College Preparatory School (the School), financial performance 
provides an overall review of the School’s financial activities for the fiscal year ended June 30, 2018. The 
intent of this discussion and analysis is to look at the School’s’ financial performance as a whole; readers 
should also review the basic financial statements and notes to the basic financial statements to enhance 
their understanding of the School’s financial performance.  
 
The Management’s Discussion and Analysis (MD&A) is an element of the reporting model adopted by the 
Governmental Accounting Standards Board (GASB) in their Statement No. 34 Basic Financial Statements 
– and Management’s Discussion and Analysis – for State and Local Governments. Certain comparative 
information between the current fiscal year and the prior fiscal year is required to be presented in the 
MD&A.  
 
FINANCIAL HIGHLIGHTS 
 
Key Financial Highlights for the School for the 2017-18 school year are as follows:  
 

• Total assets increased by $1,273. 
• Total liabilities decreased by $763,527.   
• Total Net Position increased by $181,276.  
• Total operating and non-operating revenues were $2,920,822. Total operating and non-operating 

expenses were $2,739,546. 
• The School implemented GASB 75 and corrected a prior year allocation of net pension liability, 

which reduced beginning net position as previously reported by $930,968.  
 

USING THIS ANNUAL REPORT 
  
This report consists of three parts: the basic financial statements, notes to those statements, and required 
supplemental information.  The basic financial statements include a Statement of Net Position, a 
Statement of Revenues, Expenses and Changes in Fund Net Position, and a Statement of Cash Flows.   
 
The Statement of Net Position and Statement of Revenues, Expenses, and Changes in Net Position reflect 
how the School did financially during fiscal year 2018.  These statements include all assets, deferred 
outflows of resources, liabilities, and deferred inflows of resources using the accrual basis of accounting 
similar to the accounting used by most private-sector companies. This basis of accounting includes all of 
the current year revenues and expenses regardless of when cash is received or paid.  
 
These statements report the School’s Net Position and changes in net position. This change in Net Position 
is important because it tells the reader whether the financial position of the School has improved or 
diminished. The causes of this change may be the result of many factors, some financial, some not. Non-
financial factors include the School’s’ student enrollment, per-pupil funding as determined by the State 
of Ohio, change in technology, required educational programs and other factors. The School uses 
enterprise presentation for all of its activities. 
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USING THIS ANNUAL REPORT (continued) 
 
Statement of Net Position - The Statement of Net Position answers the question of how the School did 
financially during 2018.  This statement includes all assets, deferred outflows of resources, liabilities, and 
deferred inflows of resources, both financial and capital, and short-term and long-term using the accrual 
basis of accounting and economic resource focus, which is similar to the accounting used by most private-
sector companies.  This basis of accounting takes into account all revenues and expenses during the year, 
regardless of when the cash is received or paid.   
  
Table 1 provides a summary of the School’s Net Position for fiscal year 2018 compared to fiscal year 2017.  
 
 

Assets

Current Assets  $                   83,975  $                   72,721 

Capital Assets, Net                                 -                            9,981 

     Total Assets                       83,975                       82,702 

Deferred Outflows of Resources                 2,153,175                 2,633,825 

       

Liabilities        

Current Liabilities                 1,757,227                 1,442,210 

NonCurrent Liabilities                 4,091,697                 5,170,241 

      Total Liabilties                 5,848,924                 6,612,451 

Deferred Inflows of Resources                     675,297                     572,423 

Net Position

Investment in Capital Assets                                 -                            9,981 

Unrestricted               (4,287,071)               (4,478,328)

      Total Net Position  $           (4,287,071)  $           (4,468,347)
 

Table 1
Statement of Net Position

2018 Restated 2017
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USING THIS ANNUAL REPORT (continued) 
 
Statement of Net Position (continued) 
 
The net pension liability (NPL) is the largest single liability reported by the School at June 30, 2018   and is 
reported pursuant to GASB Statement 68, “Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27.”   For fiscal year 2018, the School adopted GASB Statement 75, 
“Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions,” which 
significantly revises accounting for costs and liabilities related to other postemployment benefits (OPEB).  
For reasons discussed below, many end users of this financial statement will gain a clearer understanding 
of the School’s actual financial condition by adding deferred inflows related to pension and OPEB, the net 
pension liability and the net OPEB liability to the reported net position and subtracting deferred outflows 
related to pension and OPEB. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OPEB liability.  GASB 68 and GASB 75 
take an earnings approach to pension and OPEB accounting; however, the nature of Ohio’s statewide 
pension/OPEB plans and state law governing those systems requires additional explanation in order to 
properly understand the information presented in these statements. 

 
GASB 68 and GASB 75 require the net pension liability and the net OPEB liability to equal the School’s 
proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 

GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, 
and the promise of a future pension and other postemployment benefits.  GASB noted that the unfunded 
portion of this promise is a present obligation of the government, part of a bargained-for benefit to the 
employee, and should accordingly be reported by the government as a liability since they received the 
benefit of the exchange.  However, the School is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement systems to provide healthcare to eligible benefit recipients.  The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
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USING THIS ANNUAL REPORT (continued) 
 
Statement of Net Position (continued) 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a specific, 
legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the 
unfunded liability of the pension/OPEB plan as against the public employer.  State law operates to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the employment exchange with notice as to the law.  The retirement system is responsible for the 
administration of the pension and OPEB plans.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability.  As explained above, changes in benefits, 
contribution rates, and return on investments affect the balance of these liabilities, but are outside the 
control of the local government.  In the event that contributions, investment returns, and other changes 
are insufficient to keep up with required payments, State statute does not assign/identify the responsible 
party for the unfunded portion.  Due to the unique nature of how the net pension liability and the net 
OPEB liability are satisfied, these liabilities are separately identified within the long-term liability section 
of the statement of net position. 
 
In accordance with GASB 68 and GASB 75, the School’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB liability, respectively, not accounted for as 
deferred inflows/outflows.  
 
As a result of implementing GASB 75, the School is reporting a net OPEB liability and deferred 
inflows/outflows of resources related to OPEB on the accrual basis of accounting.  This implementation 
and the correction of a previous allocation of net pension liability also had the effect of restating net 
position at June 30, 2017, from ($3,537,379) to ($4,468,347). 
 
Current liabilities increased primarily due to an increase in accounts payable outstanding at year end. 
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USING THIS ANNUAL REPORT (continued) 
 
Statement of Revenues, Expenses and Change in Net Position - Table 2 shows the change in Net Position 
for fiscal years 2018 and 2017 as well as a listing of revenues and expenses.   This change in Net Position 
is important because it tells the reader that, for the School as a whole, the financial position of the School 
has improved or diminished. The cause of this may be the result of many factors, some financial, some 
not.  Non-financial factors include the current laws in Ohio restricting revenue growth, facility conditions, 
required educational programs and other factors. 
 

Operating Revenues

State Aid  $             2,365,686  $             2,551,758 

Other                       71,384                          4,152 

     Total Operating Revenues                 2,437,070                 2,555,910 

Operating Expenses       

Salaries                 1,022,330                 1,305,274 

Fringe Benefits                     220,392                     283,791 

Fringe Benefits - Pension/OPEB                   (473,252)                     862,784 

Purchased Services                 1,699,265                 1,903,706 

Materials and Supplies                     125,365                     155,656 

Depreciation                          9,981                       59,482 

Other                       24,952                       10,421 

      Total Operating Expenses                 2,629,033                 4,581,114 

Operating (Loss)                   (191,963)               (2,025,204)

Non-Operating Revenues (Expenses)

Federal Grants                     483,752                     466,023 

Contributions and Donations                                 -                         60,000 

Debt Forgiveness                                 -                       488,039 

Interest Expense                   (110,513)                   (136,871)

      Total Non-Operating Revenues (Expenses)                     373,239                     877,191 
 
Change in Net Position 181,276$                (1,148,013)$           

Table 2
Change in Net Position

2018 Restated 2017

 
 
State aid and various operating expenses decreased during the year due to declining enrollment. Non-
operating revenues decreased one time forgiveness of debt from the management company.
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USING THIS ANNUAL REPORT (continued) 
 
Statement of Revenues, Expenses and Change in Net Position (continued) - The information necessary 
to restate the 2017 beginning balances and the 2017 OPEB expense amounts for the effects of the initial 
implementation of GASB 75 is not available.  Therefore, 2017 functional expenses still include OPEB 
expense of $6,750 computed under GASB 45.  GASB 45 required recognizing pension expense equal to the 
contractually required contributions to the plan. Under GASB 75, OPEB expense represents additional 
amounts earned, adjusted by deferred inflows/outflows. The contractually required contribution is no 
longer a component of OPEB expense. Under GASB 75, the 2018 statements report negative OPEB 
expense of $111,899.  Consequently, in order to compare 2018 total program expenses to 2017, the 
following adjustments are needed: 
 

Total 2018 program expenses under GASB 75 2,629,033$   

Negative OPEB expense under GASB 75 111,899         
2018 contractually required contribution 3,550              

Adjusted 2018 program expenses 2,744,482     

Total 2017 program expenses under GASB 45 4,581,114     

Decrease in program expenses not related to OPEB 1,836,632$   

 
In addition to the decreases highlighted above, pension expense decreased based on the change in the 
net pension liability and related accruals. See note 9 for further details. 
 
CAPITAL ASSETS  
 
At fiscal year-end, the net book value of the School’s capital assets was zero.   For more information on 
capital assets, see Note 5 of the Basic Financial Statements. 
 
DEBT 
 
During the fiscal year, the School received working capital monies from Charter School Capital through a 
receivables purchase agreement. As the School receives monthly State funding, these advances are 
repaid, however, the School may elect to receive additional advances from Charter School Capital by 
entering into additional agreements. In addition, the School had $551,284 in long term notes payable at 
year end. See Note 6 and Note 7 for additional information on the School’s debt obligations. 
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CURRENT FINANCIAL ISSUES 
 
The School is a community School and is funded through the State of Ohio Foundation Program.  The 
School relies on this, as well as, State and Federal funds as its primary source of revenue.   In 2018, the 
State raised the base per pupil funding to $6,010, which is up from $6,000 in the previous 
year.  Additionally, community schools in Ohio will be allocated a small amount of facilities funding which 
is also per pupil based.  This amount is projected to be approximately $200 per pupil. 
 
The full-time equivalent enrollment of the School for the year ended June 30, 2018 was 271 compared to 
a figure of 295 at the end of fiscal year 2017. 
 
Overall, the School will continue to provide learning opportunities and apply resources to best meet the 
needs of the students served.  
 
CONTACTING THE SCHOOL’S FINANCIAL MANAGEMENT  
 
This financial report is designed to provide our citizen’s, taxpayers, investors and creditors with a general 
overview of the School’s finances and to demonstrate accountability for the money it receives. If you have 
questions about this report or need additional information contact the School’s Fiscal Officer, C. David 
Massa, CPA, of Massa Financial Solutions, LLC, 21100 Southgate Boulevard, Maple Heights, OH  44137. 
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OHIO COLLEGE PREPARATORY SCHOOL  
 CUYAHOGA COUNTY, OHIO 

 
Statement of Net Position 

At June 30, 2018 
 

Assets:
Current Assets:
    Cash and Cash Equivalents 25,884$            
    Intergovernmental Receivable 21,144
    Accounts Receivable 4,318
    Other Assets 32,629
      Total Current Assets 83,975

Total Assets 83,975               

Deferred Outflows of Resources:
    Pension 2,094,676         
    OPEB 58,499               

Total Deferred Outflows of Resources 2,153,175         

Liabilities:
Current Liabilities:
    Accounts Payable, Trade 951,606            
    Withholdings Payable 14,552               
    Accrued Expenses 126,446            
    Current Portion of Long-Term Debt 51,923               
    Advances Payable 612,700            
       Total Current Liabilities 1,757,227         

Noncurrent Liabilities:
  Net Pension Liabil ity 2,932,327
  Net OPEB Liabil ity 660,009
  Noncurrent Portion of Long-term Debt 499,361
    Total Noncurrent Liabilities 4,091,697

       Total Liabilities 5,848,924

Deferred Inflows of Resources:
    Pension 552,404            
    OPEB 122,893            

Total Deferred Inflows of Resources 675,297            

Net Position:
  Unrestricted Net Position (4,287,071)
  Total Net Position (4,287,071)$     

See Accompanying Notes to the Basic Financial Statements  
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OHIO COLLEGE PREPARATORY SCHOOL  

CUYAHOGA COUNTY, OHIO 
  

Statement of Revenues, 
Expenses and Changes in Net Position 

For the Fiscal Year Ended June 30, 2018 
 

Operating Revenues:
  State Aid 2,365,686$       
  Miscellaneous 71,384
    Total Operating Revenues 2,437,070

Operating Expenses:
  Salaries 1,022,330         
  Fringe Benefits 220,392            
  Fringe Benefits - Pension (357,803)           
  Fringe Benefits - OPEB (115,449)           
  Purchased Services 1,699,265
  Depreciation 9,981
  Supplies 125,365
  Other Operating Expenses 24,952
    Total Operating Expenses 2,629,033

      Operating Loss (191,963)

Non-Operating Revenues and (Expenses):
  Federal Grants 483,752
  Interest Expense (110,513)           
    Net Non-operating Revenues and (Expenses) 373,239

Change in Net Position 181,276            

Net Position Beginning of Year, Restated (4,468,347)        
Net Position End of Year (4,287,071)$     

See Accompanying Notes to the Basic Financial Statements
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OHIO COLLEGE PREPARATORY SCHOOL  
CUYAHOGA COUNTY, OHIO 

 
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2018 
 

CASH FLOWS FROM OPERATING ACTIVITIES
State Aid Receipts 2,378,283$       
Other Operating Receipts 71,384               
Cash Payments to Suppliers for Goods and Services (1,429,429)        
Cash Payments to Employees for Services (1,022,330)        
Cash Payments for Employee Benefits (225,334)           

Net Cash Used For Operating Activities (227,426)           

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Federal and State Grant Receipts 485,340            
Charter School Capital Advances 1,838,249         
Charter School Capital Cost of Funding (103,765)           
Charter School Capitalt Redemptions (1,945,549)        
Note Payable Principal Payments (18,216)             
Note Payable Interest Payments (6,704)                

Net Cash Provided By Noncapital Financing Activities 249,355            

Net Increase in Cash and Cash Equivalents 21,929               

Cash and Cash Equivalents - Beginning of the Year 3,955                 
Cash and Cash Equivalents - Ending of the Year 25,884$            

See Accompanying Notes to the Basic Financial Statements

 
 
 
 
 

 
 
 
 
 
 
 
 

(Continued) 
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OHIO COLLEGE PREPARATORY SCHOOL  
CUYAHOGA COUNTY, OHIO 

 
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2018 
(Continued) 

Reconciliation of Operating Loss to Net Cash Used For Operating Activities
Operating Loss (191,963)$         

Adjustments to Reconcile Operating Loss to Net Cash Used For Operating Activities

Depreciation 9,981                 

Changes in Assets, Liabil ities, and Deferred Inflows and Outflows:
(Increase)/Decrease in Accounts Receivables 8,235                 
(Increase)/ Decrease in Deferred Outflows 480,650            
Increase/ (Decrease) in Deferred Inflows 102,874            
Increase/ (Decrease) in Net Pension/OPEB Liabil ity (1,056,778)        
(Increase)/Decrease in Other Assets 808                    
Increase/(Decrease) in Accounts Payable, Trade 463,317            
Increase/(Decrease) in Accrued Expenses (39,608)             
Increase/(Decrease) in Withholdings Payable (4,942)                

Net Cash Used For Operating Activities (227,426)$         

See Accompanying Notes to the Basic Financial Statements
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NOTE 1 - DESCRIPTION OF THE ENTITY 
 
The Ohio College Preparatory School, (the School) is a nonprofit corporation established pursuant to Ohio 
Revised Code Chapters 3314 and 1702.  The School’s mission is to provide an orderly and supportive 
environment whereby students experience preparations for college, career and life. The School operates 
on a foundation, which fosters character building for all students, parents and staff members.  The School, 
which is part of the State’s education program, is independent of any school district and is nonsectarian 
in its programs, admission policies, employment practices, and all other operations.  The School may 
acquire facilities as needed and contract for any services necessary for the operation of the School. 

 
The School was approved for operation under a contract with Ohio Council of Community Schools 
(“OCCS”) (the Sponsor) for a five-year period commencing on July 1, 2013 and was renewed for a 
subsequent five-year term on July 1, 2018.  The Sponsor is responsible for evaluating the performance of 
the School and has the authority to deny renewal of the contract at its expiration or terminate the contract 
prior to its expiration.  

 
The School operates under the direction of a Board of Directors (the Board).  The Board is responsible for 
carrying out the provisions of the contract which include, but are not limited to, state mandated provisions 
regarding student populations, curriculum, academic goals, performance standards, admissions 
standards, and qualifications of teachers.  The Board controls the School’s instructional and administrative 
staff. 
 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The basic financial statements of the School have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental nonprofit organizations.  The Governmental 
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental 
accounting and financial reporting principles. The more significant of the School’s accounting policies are 
described below. 
 
Basis of Presentation - The School’s basic financial statements consist of a Statement of Net Position, a 
Statement of Revenues, Expenses and Change in Net Position, and a Statement of Cash Flows. Enterprise 
fund reporting focuses on the determination of the changes in Net Position, and cash flows. 
 
The Government Accounting Standards Board identifies the presentation of all financial activity to be 
reported within one enterprise fund for year-ending reporting purposes.  Enterprise accounting is used to 
account for operations that are financed and operated in a manner similar to private business enterprise 
where the intent is that the cost (expense) of providing goods and services to the general public on a 
continuing basis be financed or recovered primarily through user charges. 

 
Measurement Focus and Basis of Accounting - The accounting and financial reporting treatment is 
determined by measurement focus. Enterprise accounting uses a flow of economic resources 
measurement focus. Under this measurement focus, all assets, all deferred outflows of resources, all 
liabilities, and all deferred inflows of resources are included on the Statement of Net Position. The 
Statement of Revenues, Expenses and Changes in Net Position presents increases (e.g., revenues) and 
decreases (e.g., expenses) in total Net Position.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Measurement Focus and Basis of Accounting (continued) 
 
Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported in 
the financial statements.  The accrual basis of accounting is used for reporting purposes.  Revenues are 
recognized when they are earned, and expenses are recognized when they are incurred.  
 
Budgetary Process - Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C).  However, unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter 5705, unless specifically provided in the contract between the School and its Sponsor. The 
contract between the School and its Sponsor does not require the School to follow the provisions Ohio 
Revised Code Chapter 5705; therefore, no budgetary information is presented in the basic financial 
statements. 

       
Cash and Cash Equivalents - Cash received by the School is reflected as “Cash and Cash Equivalents” on 
the Statement of Net Position.  The School did not have any investments during the period ended June 
30, 2018. 
      
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from these estimates. 
 
Capital Assets and Depreciation - Capital assets are capitalized at cost. Donated Capital Assets are 
recorded at their acquisition values as of the date received. The costs of additions are capitalized and 
expenditures for repairs and maintenance are expensed when incurred.  When property is sold or retired, 
the related costs and accumulated depreciation are removed from the financial records and any gain or 
loss is included in additions to or deductions from Net Position. Capital assets had a net book value of zero 
at June 30, 2018, net of accumulated depreciation. Depreciation of capital assets is calculated utilizing the 
straight-line method over the estimated useful lives of the assets which are as follows: 

 
Asset Class     Useful Life 
Computers & Technology    3 years 

 Furniture, Fixtures, & Equipment               5 years 
       Textbooks     3 years       

 
The School’s policy for asset capitalization threshold is $5,000. Assets or certain asset groups not meeting 
the capitalization threshold are not capitalized and are not included in the assets represented in the 
accompanying Statement of Net Position. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Intergovernmental Revenues - The School currently participates in the State Foundation Program. 
Revenues received from this program are recognized as operating revenues in the accounting period in 
which all eligibility requirements have been met. 
 
Grants and entitlements are recognized as non-operating revenues in the accounting period in which 
eligibility requirements have been met. 
 
Eligibility requirements include timing requirements, which specify the year when the resources are 
required to be used or the fiscal year when use is first permitted, matching requirements, in which the 
School must provide local resources to be used for a specified purpose, and expenditure requirements, in 
which the resources are provided to the School on a reimbursement basis. 

 
The School also participates in various federal programs passed through the Ohio Department of 
Education. 

 
Under the above programs the School recorded $2,365,686 this fiscal year from the Foundation Program 
and Casino Tax Revenue and $483,752 from Federal Grants and other grant sources. 

 
Compensated Absences - Vacation is taken in a manner which corresponds with the school calendar; 
therefore, the School does not accrue vacation time as a liability. 

 
Sick/personal leave benefits are earned by full-time employees at the rate of ten days per year and cannot 
be carried into the subsequent years.  No accrual for sick time is made since unused time is not paid to 
employees upon employment termination. 
 
Accrued Liabilities - Obligations incurred but unpaid at June 30 are reported as accrued liabilities in the 
accompanying financial statements.  These liabilities consisted of Accounts Payable, Accrued Expenses, 
Advances Payable, Withholdings Payable and Current Portion of Long-Term Debt totaling $1,757,227 at 
June 30, 2018. 

 
Exchange and Non-Exchange Transactions - Revenue resulting from exchange transactions, in which each 
party gives and receives essentially equal value, is recorded on the accrual basis when the exchange takes 
place. Non-exchange transactions, in which the School receives value without directly giving equal value 
in return, include grants, entitlements and donations.  Revenue from grants, entitlements and donations 
is recognized in the fiscal year in which all eligibility requirements have been satisfied.  Eligibility 
requirements include timing requirements, which specify the year when the resources are required to be 
used or the fiscal year when use is first permitted, matching requirements, in which the School must 
provide local resources to be used for a specified purpose, and expenditures requirements, in which the 
resources are provided to the School on a reimbursement basis. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Deferred Outflows/Inflows of Resources - In addition to assets, the statements of financial position will 
sometimes report a separate section for deferred outflows of resources. Deferred outflows of resources 
represent a consumption of net position that applies to a future period and will not be recognized as an 
outflow of resources (expense/expenditure) until then.  For the School, deferred outflows of resources 
are reported on the statement of net position for pension and OPEB.  The deferred outflows of resources 
related to pension and OPEB plans are explained in Notes 9 and 10.  
  
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. For the School, deferred inflows of resources include 
pension and OPEB. These amounts are deferred and recognized as an inflow of resources in the period 
the amounts become available.  Deferred inflows of resources related to pension and OPEB plans are 
reported on the statement of net position. (See Notes 9 and 10)  
 
Net Position - Net position represents the difference between assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources. Net Position is reported as restricted when there are 
limitations imposed on their use through external restriction imposed by creditors, grantors, or laws and 
regulations of other governments.  The School applies restricted resources when an expense is incurred 
for purposes for which both restricted and unrestricted Net Position are available. Net Position invested 
in capital assets consist of capital assets, net of accumulated depreciation, reduced by the outstanding 
balances of any borrowings used for the acquisition, construction, or improvement of those assets. 
 
Operating and Non-Operating Revenues and Expenses - Operating revenues are those revenues that are 
generated directly from the primary activities of the School.  For the School, these revenues are primarily 
the State Foundation program.  Operating expenses are necessary costs incurred to provide the good or 
service that is the primary activity of the School.  All revenues and expenses not meeting this definition 
are reported as non-operating.   

 
Non-operating revenues are those revenues that are not generated directly from the primary activities of 
the School.  Various federal and state grants, interest earnings, if any, and other miscellaneous revenues 
comprise the non-operating revenues of the School.  Interest and fiscal charges on outstanding 
obligations, as well as gain or loss on capital asset disposals, if any comprise the non-operating expenses. 

 
Pensions/Other Postemployment Benefits (OPEB) - For purposes of measuring the net pension/OPEB 
liability, deferred outflows of resources and deferred inflows of resources related to pensions/OPEB, and 
pension/OPEB expense, information about the fiduciary net position of the pension/OPEB plans and 
additions to/deductions from their fiduciary net positon have been determined on the same basis as they 
are reported by the pension/OPEB plan.  For this purpose, benefit payments (including refunds of 
employee contributions) are recognized when due and payable in accordance with the benefit terms.  The 
pension/OPEB plans report investments at fair value. 
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NOTE 3 - CASH AND CASH EQUIVALENTS 
 
The following information classifies deposits by category of risk as defined in GASB Statement No.3 
“Deposits with Financial Institutions, Investments (including Repurchase Agreements) and Reverse 
Repurchase Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk 
Disclosures”. 

 
The School maintains its cash balances at one financial institution, PNC Bank, located in Ohio. The balances 
are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account. 
At June 30, 2018, the book amount of the School’s deposits was $25,884 and the bank balance was 
$38,504.  

 
The School had no deposit policy for custodial risk beyond the requirement of state statute. Ohio law 
requires that deposits either be insured or be protected by eligible securities pledged to and deposited 
either with the School or a qualified trustee by the financial institution as security for repayment or by a 
collateral pool of eligible securities deposited with a qualified trustee to secure repayment of all public 
monies deposited in the financial institution whose market value shall be at least 105% of deposits being 
secured. At June 30, 2018, none of the bank balance was exposed to custodial credit risk. 
 
NOTE 4 -ACCOUNTS RECEIVABLE 
 
The School had Accounts receivables totaling $4,318 at June 30, 2018. These receivables represented 
reimbursements due to the School, but not received as of June 30, 2018.  The School also had 
Intergovernmental receivables of $21,144 at June 30, 2018. These receivables represented monies due to 
the School from government sources, but not received as of June 30, 2018.   Amounts are expected to be 
collected within one year. 
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NOTE 5 - CAPITAL ASSETS  
 
For the period ending June 30, 2018, the School’s capital assets consisted of the following: 

 
NOTE 6 - ADVANCES PAYABLE 
 
During the fiscal year ending 2018, the School received working capital advances from Charter School 
Capital through a receivables purchase agreement. As the School receives its monthly State funding, these 
advances are repaid, however, the School may elect to receive future advances from Charter School 
Capital by entering into additional agreements.  The total cost of funding for the year was $103,765. 
 
The total amount of advances outstanding at June 30, 2018 was $612,700.  The activity for the year is 
reflected as follows: 

 

Balance 

6/30/2017 Additions Reductions

Balance 

6/30/2018

Charter School Capital 720,000$        1,838,249$    (1,945,549)$     612,700$        

720,000$        1,838,249$    (1,945,549)$     612,700$        

Balance Balance

06/30/17 Additions Deletions 06/30/18

Capital Assets:

Computers & Software 285,474$      -$                 -$               285,474$       

Furniture, Fixtures, and Equipment 110,808        -                  -                110,808         

Textbooks 29,945         -                  -                29,945           

Total Capital Assets 426,227        -                  -                426,227         

Less Accumulated Depreciation:

Computers & Software (285,474)       -                  -                (285,474)        

Furniture, Fixtures, and Equipment (110,808)       -                  -                (110,808)        

Textbooks (19,964)        (9,981)          -                (29,945)          

Total Accumulated Depreciation (416,246)       (9,981)          -                (426,227)        

Total Capital Assets, Net 9,981$         (9,981)$         -$               -$              
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NOTE 7 - LONG-TERM OBLIGATIONS AND NOTES PAYABLE 
 
   The changes in the School’s long-term obligations during fiscal year 2018 were as follows: 

The School had notes payable totaling $569,500 which were converted on June 30, 2016 from advances 
payable. The first note is from Northeast Ohio College Preparatory School in the amount of $105,000. 
The note began on June 30, 2016 and matures on June 30, 2026. The annual interest rate is 3.5%. The 
second note is from Cleveland College Preparatory School in the amount of $464,500. The note began 
on June 30, 2016 and matures on June 30, 2026. The annual interest rate is 3.5%. Interest payments were 
made during 2018 totaling $6,704. 
 
Future obligations under the note are as follows: 
 

Fiscal Year Ending   CCP   NEO 
June 30   Amount  Amount 

      
2019   $    55,119  $    12,460 
2020   55,119  12,460 
2021   55,119  12,460 
2022   55,119  12,460 
2023  55,119  12,460 

2024-2026  220,476  49,836 
Total minimum payments   496,071   112,136 
Less: amount representing interest   (31,571)    (25,352) 
Present Value of future payments   $    464,500   $     86,784  

Restated 

Balance 

6/30/2017 Additions Reductions

Balance 

6/30/2018

Due Within 

One Year

Post Employment Liability:

   Net Pension Liability 3,802,512$     -$              870,185$        2,932,327$     -$               

   Net OPEB Liability 846,602          -               186,593          660,009          -                 

Total Post Employment Liability 4,649,114       -                1,056,778       3,592,336       -                 

Notes Payable 569,500          -               18,216            551,284          51,923            

Total Long-Term Obligations 5,218,614$     -$              1,074,994$      4,143,620$     51,923$          
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NOTE 8 - RISK MANAGEMENT 
 

Property & Liability - The School is exposed to various risks of loss related to torts; theft of, damage to, 
and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  During the 
fiscal year ending June 30, 2018, the School contracted with Cincinnati Insurance Company for general 
liability insurance with a $1,000,000 each occurrence/ $2,000,000 annual aggregate, as well as, an 
umbrella policy with a $10,000,000 aggregate limit.  The School also had a $1,000,000 School Leaders 
policy in place through National Union Fire Insurance. There were no settlements in excess of insurance 
coverage over the past three years, nor was insurance coverage significantly reduced during the year from 
the prior year.  

 
Workers’ Compensation - The School pays the State Worker’s Compensation System a premium for 
employee injury coverage.  The premium is calculated by multiplying the monthly total gross payroll by a 
factor that is calculated by the State.  

 
Employee Medical and Dental Benefits - The School provides medical, vision, and dental insurance 
benefits through Anthem to all full-time employees. During the School year, the School paid 90% of the 
monthly premiums for all employees. 

 
NOTE 9 - DEFINED BENEFIT PENSIONS PLANS 
 
Defined Benefit Pension Plans 
 
Net Pension Liability - The net pension liability reported on the Statement of Net Position represents a 
liability to employees for pensions. Pensions are a component of exchange transactions-–between an 
employer and its employees—of salaries and benefits for employee services.  Pensions are provided to an 
employee—on a deferred-payment basis—as part of the total compensation package offered by an 
employer for employee services each financial period.  The obligation to sacrifice resources for pensions 
is a present obligation because it was created as a result of employment exchanges that already have 
occurred. 
 
The net pension liability represents the School’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   
 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which pensions are financed; however, the School 
does receive the benefit of employees’ services in exchange for compensation including pension.  
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State legislature.  Any resulting legislative change to benefits or funding could 
significantly affect the net pension liability.   Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability 
on the accrual basis of accounting.  Any liability for the contractually-required pension contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   
 
Plan Description - School Employees Retirement System (SERS) 
 
Plan Description –School non-teaching employees participate in SERS, a cost-sharing, multiple-employer 
defined benefit pension plan administered by SERS.  SERS provides retirement, disability, and survivor 
benefits, annual cost-of-living adjustments, and death benefits to plan members and beneficiaries.   
 
Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  SERS issues a 
publicly available, stand-alone financial report that includes financial statements, required supplementary 
information, and detailed information about SERS’ fiduciary net position.  That report can be obtained by 
visiting the SERS website at www.ohsers.org under Employers/Audit Resources.  
 
 
Age and service requirements for retirement are as follows: 
 

Eligible to Eligible to
Retire on or before Retire on or after
August 1, 2017 * August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 65 with 5 years of service credit Age 57 with 30 years of service credit

Actuarially Reduced Benefits Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Age 55 with 25 years of service credit Age 60 with 25 years of service credit

* Members with 25 years of service credit as of August 1, 2017, will be included in this plan.  
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on years of service; 2.2 percent for the first thirty years of service and 2.5 percent for years 
of service credit over 30.  Final average salary is the average of the highest three years of salary. 
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
When a benefit recipient has received benefits for 12 months, an annual COLA is provided. This COLA is 
calculated on the base retirement benefit at the date of retirement and is not compounded. For those 
retiring prior to January 7, 2013, the COLA will continue to be a three percent simple annual COLA. For 
those retiring after January 7, 2013, beginning in calendar year 2019, the COLA will be based on the 
average percentage increase in the Consumer Price Index, capped at three percent 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the School is required to contribute 14 percent of annual covered payroll. The contribution requirements 
of plan members and employers are established and may be amended by the SERS’ Retirement Board up 
to statutory maximum amounts of 10 percent for plan members and 14 percent for employers.  The 
Retirement Board, acting with the advice of the actuary, allocates the employer contribution rate among 
four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care 
Fund).  For the fiscal year ended June 30, 2018, the allocation to pension, death benefits, and Medicare B 
was 14.00 percent. SERS allocated 0.5 percent of employer contributions to the Health Care Fund for fiscal 
year 2018 
 
The School’s contractually required contribution to SERS was $23,337 for fiscal year 2018.    
 
Plan Description - State Teachers Retirement System (STRS) 
 

Plan Description –School licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing, multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information, and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan, and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 
3307.  The DB plan offers an annual retirement allowance based on final average salary multiplied by a 
percentage that varies based on years of service.  Effective August 1, 2015, the calculation will be 2.2 
percent of final average salary for the five highest years of earnings multiplied by all years of service. 
Members are eligible to retire at age 60 with five years of qualifying service credit, or age 55 with 26 years 
of service, or 31 years of service regardless of age.  Age and service requirements for retirement will 
increase effective August 1, 2015, and will continue to increase periodically until they reach age 60 with 
35 years of service or age 65 with five years of service on August 1, 2026. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination 
of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal. 
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
The Combined Plan offers features of both the DB Plan and the DC Plan.  In the Combined Plan, 12.0 of 
the 14.0 percent member rates goes to the DC Plan and the remaining 2.0 percent goes to the DB plan. 
Member contributions to the DC plan are allocated among investment choices by the member, and 
contributions to the DB plan from the employer and the member are used to fund the defined benefit 
payment at a reduced level from the regular DB Plan.  The defined benefit portion of the Combined Plan 
payment is payable to a member on or after age 60 with five years of services.  The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity 
after termination of employment at age 50 or later.  
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another STRS plan.  The optional annuitization of a member’s defined contribution account or the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of investment gain or loss on the account.  STRS has therefore included all three plan 
options in the GASB 68 schedules of employer allocation and pension amounts by employer.  
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit that apply for disability benefits.  Members in the DC Plan who 
become disabled are entitled only to their account balance.  If a member of the DC Plan dies before 
retirement benefits begin, the member’s designated beneficiary is entitled to receive the member’s 
account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2018, plan members were required to contribute 14 percent of their annual covered salary. The School 
was required to contribute 14 percent; the entire 14 percent was the portion used to fund pension 
obligations. The fiscal year 2018 contribution rates were equal to the statutory maximum rates.  
 
The School’s contractually required contributions to STRS was $117,485 for fiscal year 2018.  
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions  

The net pension liability was measured as of June 30, 2017, and the total pension liability used to calculate 
the net pension liability was determined by an actuarial valuation as of that date. The School's proportion 
of the net pension liability was based on the School's share of contributions to the pension plan relative 
to the contributions of all participating entities.   
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Following is information related to the proportionate share and pension expense: 
 

 
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, changes in assumptions and changes in the School’s proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods.  
 
The difference between projected and actual investment earnings is recognized in pension expense using 
a straight line method over a five year period beginning in the current year.  Deferred outflows and 
deferred inflows resulting from changes in sources other than differences between projected and actual 
investment earnings are amortized over the average expected remaining service lives of all members 
(both active and inactive) using the straight line method. Employer contributions to the pension plan 
subsequent to the measurement date are also required to be reported as a deferred outflow of resources.  
 

SERS STRS Total

Proportion of the Net Pension Liability

  Prior Measurement Date 0.01071145% 0.00905614%

Proportion of the Net Pension Liability

  Current Measurement Date 0.01021547% 0.00977459%

Change in Proportionate Share -0.00049598% 0.00071845%

Proportionate Share of the Net Pension

  Liability 610,352$                2,321,975$          2,932,327$          

Pension Expense 119,279                  (336,260)              (216,981)              
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
At June 30, 2018, the School reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  
 

 
 

SERS STRS Total

Deferred Outflows of Resources
Differences between expected and

  actual experience 26,269$                  89,664$               115,933$             

Changes of assumptions 31,561                    507,842               539,403               

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 161,158                  1,137,360            1,298,518            

School contributions subsequent to the 

  measurement date 23,337                    117,485               140,822               

Total Deferred Outflows of Resources 242,325$                1,852,351$          2,094,676$          

  actual experience 0$                           18,714$               18,714$               

Net difference between projected and

  actual earnings on pension plan investments 2,895                      76,628                 79,523                 

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 24,850                    429,317               454,167               

Total Deferred Inflows of Resources 27,745$                  524,659$             552,404$             

Attachment 26: Audited Financial Statements Page 4596



OHIO COLLEGE PREPARATORY SCHOOL - CUYAHOGA COUNTY, OHIO 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2018  
 

   29 

NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
$140,822 reported as deferred outflows of resources related to pension resulting from School 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the year ending June 30, 2019.  Other amounts reported as deferred outflows of resources and 
deferred inflows of resources related to pension will be recognized in pension expense as follows:  
 

 
Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment termination).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point.  The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant.  In many cases actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 

SERS STRS Total

Fiscal Year Ending June 30:

2019 162,216$             664,804$              827,020$             

2020 40,915                 415,735                456,650               

2021 2,339                   47,171                  49,510                 

2022 (14,227)                82,497                  68,270                 

Total 191,243$             1,210,207$           1,401,450$          
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2017, are presented below: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
COLA  or Ad Hoc COLA 2.5 percent
Investment Rate of Return 7.50 percent net of investments expense, including inflation
Actuarial Cost Method Entry Age Normal

 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection and a five year age set-back for both males and females.  Mortality among 
service retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection with Scale BB, 120 percent of male rates and 110 percent of female rates.  
Mortality among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 percent 
for male rates and 100 percent for female rates, set back five years is used for the period after disability 
retirement.  
 
The actuarial assumptions used in the June 30, 2017 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, payroll 
growth assumption and assumed real wage growth were reduced in the most recent actuarial valuation.  
The rates of withdrawal, retirement and disability updated to reflect recent experience and mortality rates 
were also updated. 
 
The long-term return expectation for the Pension Plan Investments has been determined using a building-
block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  A 
forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating a weighted averaged of the expected 
real return premiums for each asset class, adding the projected inflation rate, and adding the expected 
return from rebalancing uncorrelated asset classes. The target allocation and best estimates of arithmetic 
real rates of return for each major assets class are summarized in the following table: 
 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
International Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Stratagies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return 
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute.  Projected inflows from investment earning were calculated using the long-term assumed 
investment rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of projected 
benefits to determine the total pension liability.   
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the net pension liability calculated using the discount rate of 7.50 percent, as 
well as what each plan’s net pension liability would be if it were calculated using a discount rate that is 
one percentage point lower (6.50 percent), or one percentage point higher (8.50 percent) than the current 
rate.  

 
 
Actuarial Assumptions – STRS  

The total pension liability in the June 30, 2017, actuarial valuation was determined using the following 
actuarial assumptions, applied to all periods included in the measurement:  
 

 
 
Post-retirement mortality rates for healthy retirees are based on the RP-2014 Annuitant Mortality Table 
with 50% of rates through age 69, 70% of rates between ages 70 and 79, 90% of rates between ages 80 
and 84, and 100% of rates thereafter, projected forward generationally using mortality improvement scale 
MP-2016.  Post-retirement disabled mortality rates are based on the RP-2014 Disabled Mortality Table 
with 90% of rates for males and 100% of rates for females, projected forward generationally using 
mortality improvement scale MP-2016.  Pre-retirement mortality rates are based on RP-2014 Employee 
Mortality Table, projected forward generationally using mortality improvement scale MP-2016.  Actuarial 
assumptions used in the July 1, 2017, valuation are based on the results of an actuarial experience study, 
for the period July 1, 2011 through June 30, 2016.   
 

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

School's proportionate share

  of the net pension liability $847,010 $610,352 $412,103
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
 

Target
Asset Class Allocation *

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Long-Term Expected
Real Rate of Return **

 
 

*The target allocation percentage is effective as of July 1, 2017. Target weights will be phased in over a 24-month 
period concluding on July 1, 2019. 
 
** 10-Year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25% and 
does not include investment expenses. Over a 30-year period, STRS Ohio’s investment consultant indicates that the 
above target allocations should generate a return above the actuarial rate of return, without net value added by 
management.  
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2017. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate increases 
described above. For this purpose, only employer contributions that are intended to fund benefits of 
current plan members and their beneficiaries are included.  Projected employer contributions that are 
intended to fund the service costs of future plan members and their beneficiaries, as well as projected 
contributions from future plan members, are not included.   
 
Based on those assumptions, STRS’ fiduciary net position was projected to be available to make all 
projected future benefit payments to current plan members as of June 30, 2017.  Therefore, the long-
term expected rate of return on pension plan investments of 7.45 percent was applied to all periods of 
projected benefit payment to determine the total pension liability as of June 30, 2017. 
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Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the School's proportionate share of the net pension liability calculated 
using the current period discount rate assumption of 7.45 percent, as well as what the School's 
proportionate share of the net pension liability would be if it were calculated using a discount rate that is 
one-percentage-point lower (6.45 percent) or one-percentage-point higher (8.45 percent) than the 
current rate:  

 
 
NOTE 10 - POSTEMPLOYMENT BENEFITS 
 
Net OPEB Liability 

 
The net OPEB liability reported on the statement of net position represents a liability to employees for 
OPEB. OPEB is a component of exchange transactions-–between an employer and its employees—of 
salaries and benefits for employee services.  OPEB are provided to an employee—on a deferred-payment 
basis—as part of the total compensation package offered by an employer for employee services each 
financial period.  The obligation to sacrifice resources for OPEB is a present obligation because it was 
created as a result of employment exchanges that already have occurred. 

 
The net OPEB liability represents the School’s proportionate share of each OPEB plan’s collective actuarial 
present value of projected benefit payments attributable to past periods of service, net of each OPEB 
plan’s fiduciary net position.  The net OPEB liability calculation is dependent on critical long-term variables, 
including estimated average life expectancies, earnings on investments, cost of living adjustments and 
others.  While these estimates use the best information available, unknowable future events require 
adjusting these estimates annually.   

 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which OPEB are financed; however, the School does 
receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the liability is solely the obligation of the employer, because they benefit from employee 
services.  OPEB contributions come from these employers and health care plan enrollees which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
to benefits or funding could significantly affect the net OPEB liability. Resulting adjustments to the net 
OPEB liability would be effective when the changes are legally enforceable. The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB liability 
on the accrual basis of accounting.  Any liability for the contractually-required OPEB contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting. 

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

School's proportionate share

  of the net pension liability $3,328,472 $2,321,975 $1,474,152
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NOTE 10 - POSTEMPLOYMENT BENEFITS (continued) 
 
Plan Description - School Employees Retirement System (SERS) 
 
Health Care Plan Description - The School contributes to the SERS Health Care Fund, administered by SERS 
for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a cost-
sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare benefits 
to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the death of a member or retiree, are eligible for SERS’ health care coverage. Most retirees and 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self-insured preferred provider 
organization for its non-Medicare retiree population. For both groups, SERS offers a self-insured 
prescription drug program. Health care is a benefit that is permitted, not mandated, by statute.  The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the 
plan selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required pensions and benefits, the 
Retirement Board may allocate the remainder of the employer contribution of 14 percent of covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2018, .5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro-rated if 
less than a full year of service credit was earned. For fiscal year 2018, this amount was $23,700. Statutes 
provide that no employer shall pay a health care surcharge greater than 2 percent of that employer’s 
SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the total statewide 
SERS-covered payroll for the health care surcharge.  
 
 For fiscal year 2018, the School’s surcharge obligation was $2,686.  
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NOTE 10 - POSTEMPLOYMENT BENEFITS (continued) 
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The School’s contractually required contribution to SERS was 
$3,550 for fiscal year 2018.     
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part 
B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the 
report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed 
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees, for the most recent year, pay a portion of the health care costs in the form of a monthly 
premium.  Under Ohio law, funding for post-employment health care may be deducted from employer 
contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2018, STRS did 
not allocate any employer contributions to post-employment health care.   
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB  
 
The net OPEB liability was measured as of June 30, 2017, and the total OPEB liability used to calculate the 
net OPEB liability was determined by an actuarial valuation as of that date. The School's proportion of the 
net OPEB liability was based on the School's share of contributions to the respective retirement systems 
relative to the contributions of all participating entities.  Following is information related to the 
proportionate share and OPEB expense: 

 

 

SERS STRS Total

Proportion of the Net OPEB Liability

  Prior Measurement Date 0.01270983% 0.00905614%

Proportion of the Net OPEB Liability

  Current Measurement Date 0.01038259% 0.00977459%

Change in Proportionate Share -0.00232724% 0.00071845%

Proportionate Share of the Net OPEB

  Liability 278,641$             381,368$             660,009$             

OPEB Expense (1,015)                  (110,884)              (111,899)              
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NOTE 10 - POSTEMPLOYMENT BENEFITS (continued) 
 
At June 30, 2018, the School reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  
 

 
 

$3,550 reported as deferred outflows of resources related to OPEB resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending June 30, 2019.   

SERS STRS Total

Deferred Outflows of Resources
Differences between expected and

  actual experience 0$                        22,015$               22,015$               

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 0                          32,934                 32,934                 

School contributions subsequent to the 

  measurement date 3,550                   0                          3,550                   

Total Deferred Outflows of Resources 3,550$                 54,949$               58,499$               

Deferred Inflows of Resources
Changes of assumptions 26,442                 30,721                 57,163                 

Net difference between projected and

  actual earnings on OPEB plan investments 736                      16,301                 17,037                 

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 48,693                 0                          48,693                 

Total Deferred Inflows of Resources 75,871$               47,022$               122,893$             
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NOTE 10 - POSTEMPLOYMENT BENEFITS (continued) 
 
Other amounts reported as deferred outflows of resources and deferred inflows of resources related to 
OPEB will be recognized in OPEB expense as follows:  
 

 
Actuarial Assumptions - SERS 
 
The total OPEB liability is determined by SERS’ actuaries in accordance with GASB Statement No. 74, as 
part of their annual actuarial valuation for each retirement plan. Actuarial valuations of an ongoing plan 
involve estimates of the value of reported amounts (e.g., salaries, credited service) and assumptions about 
the probability of occurrence of events far into the future (e.g., mortality, disabilities, retirements, 
employment terminations). Actuarially determined amounts are subject to continual review and potential 
modifications, as actual results are compared with past expectations and new estimates are made about 
the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point. The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 

SERS STRS Total

Fiscal Year Ending June 30:

2019 (27,406)$                    (37)$                      (27,443)$                   

2020 (27,406)                      (37)                        (27,443)                     

2021 (20,875)                      (37)                        (20,912)                     

2022 (184)                           (38)                        (222)                          

2023 0                                4,038                    4,038                         

Thereafter 0                                4,038                    4,038                         

Total (75,871)$                    7,927$                  (67,944)$                   
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NOTE 10 - POSTEMPLOYMENT BENEFITS (continued) 
 
Key methods and assumptions used in calculating the total OPEB liability in the latest actuarial valuation 
date of June 30, 2017, are presented below: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investments

expense, including inflation
Municipal Bond Index Rate:
    Measurement Date 3.56 percent
    Prior Measurement Date 2.92 percent
Single Equivalent Interest Rate, net of plan investment expense,
 including price inflation
    Measurement Date 3.63 percent
    Prior Measurement Date 2.98 percent
Medical Trend Assumption
    Medicare 5.50 to 5.00 percent
    Pre-Medicare 7.50 to 5.00 percent  

 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The most recent experience study was completed for the five-year period ended June 30, 2015.   
 
The long-term expected rate of return on plan assets is reviewed as part of the actuarial five-year 
experience study. The most recent study covers fiscal years 2010 through 2015, and was adopted by the 
Board on April 21, 2016. Several factors are considered in evaluating the long-term rate of return 
assumption including long-term historical data, estimates inherent in current market data, and a log-
normal distribution analysis in which best-estimate ranges of expected future real rates of return were 
developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long-term expected rate of return, 7.50 percent, by weighting the expected future real rates 
of return by the target asset allocation percentage and then adding expected inflation. The capital market 
assumptions developed by the investment consultant are intended for use over a 10-year horizon and 
may not be useful in setting the long-term rate of return for funding pension plans which covers a longer 
timeframe. The assumption is intended to be a long-term assumption and is not expected to change 
absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental 
change in the market that alters expected returns in future years. 
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NOTE 10 - POSTEMPLOYMENT BENEFITS (continued) 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 
as used in the June 30, 2015 five-year experience study, are summarized as follows: 
 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return

 
Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2017 was 3.63 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2017 was 2.98 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be made 
from members and the System at the state statute contribution rate of 2.00 percent of projected covered 
employee payroll each year, which includes a 1.50 percent payroll surcharge and 0.50 percent of 
contributions from the basic benefits plan. Based on these assumptions, the OPEB plan’s fiduciary net 
position was projected to become insufficient to make future benefit payments during the fiscal year 
ending June 30, 2025. Therefore, the long-term expected rate of return on OPEB plan assets was used to 
present value the projected benefit payments through the fiscal year ending June 30, 2024 and the Fidelity 
General Obligation 20-year Municipal Bond Index rate of 3.56 percent, as of June 30, 2017 (i.e. municipal 
bond rate), was used to present value the projected benefit payments for the remaining years in the 
projection. The total present value of projected benefit payments from all years was then used to 
determine the single rate of return that was used as the discount rate. The projection of future benefit 
payments for all current plan members was until the benefit payments ran out. 
 
Sensitivity of the School's Proportionate Share of the Net OPEB Liability to Changes in the Discount Rate 
and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in the 
discount rate and the health care cost trend rate. The following table presents the net OPEB liability of 
SERS, what SERS' net OPEB liability would be if it were calculated using a discount rate that is 1 percentage 
point lower (2.63%) and higher (4.63%) than the current discount rate (3.63%). Also shown is what SERS' 
net OPEB liability would be based on health care cost trend rates that are 1 percentage point lower (6.5% 
decreasing to 4.0%) and higher (8.5% decreasing to 6.0%) than the current rate. 
  

 

Current

1% Decrease Discount Rate 1% Increase

(2.63%) (3.63%) (4.63%)

School's proportionate share

  of the net OPEB liability $336,495 $278,641 $232,807
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NOTE 10 - POSTEMPLOYMENT BENEFITS (continued) 
 

 
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2017, actuarial valuation are presented below:   

 
Inflation 2.50 percent
Projected salary increases 12.50 percent at age 20 to 

 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment

 expenses, including inflation
Payroll Increases 3 percent
Cost-of-Living Adjustments 0.0 percent, effective July 1, 2017
  (COLA)
Blended Discount Rate of Return 4.13 percent
Health Care Cost Trends 6 to 11 percent initial, 4.5 percent ultimate  

 
Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between 
ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality 
improvement scale MP-2016. For disabled retirees, mortality rates are based on the RP-2014 Disabled 
Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected forward 
generationally using mortality improvement scale MP-2016. 
 
Actuarial assumptions used in the June 30, 2017, valuation are based on the results of an actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  

Current

1% Decrease Trend Rate 1% Increase

(6.5 % decreasing (7.5 % decreasing (8.5 % decreasing

to 4.0%) to 5.0%) to 6.0%)

School's proportionate share

  of the net OPEB liability $226,097 $278,641 $348,185
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NOTE 10 - POSTEMPLOYMENT BENEFITS (continued) 
 
Since the prior measurement date, the discount rate was increased from 3.26 percent to 4.13 percent 
based on the methodology defined under GASB Statement No. 74, Financial Reporting for 
Postemployment Benefit Plans Other Than Pension Plans (OPEB) and the long term expected rate of return 
was reduced from 7.75 percent to 7.45 percent. Valuation year per capita health care costs were updated, 
and the salary scale was modified. The percentage of future retirees electing each option was updated 
based on current data and the percentage of future disabled retirees and terminated vested participants 
electing health coverage were decreased. The assumed mortality, disability, retirement, withdrawal and 
future health care cost trend rates were modified along with the portion of rebated prescription drug 
costs. 
 
Also since the prior measurement date, the subsidy multiplier for non-Medicare benefit recipients was 
reduced from 2.1 percent to 1.9 percent per year of service. Medicare Part B premium reimbursements 
were discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 2019.  Subsequent to the current measurement 
date, the date for discontinuing remaining Medicare Part B premium reimbursements was extended to 
January 2020. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
 

Target
Asset Class Allocation

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

* 10 year annualized geometric nominal returns, which  include the 
real rate of return and inflation of 2.25 percent and does not include 
investment expenses.  Over a 30-year period, STRS' investment
consultant indicates that the above target allocations should
generate a return above the actual rate of return, without net
value added by management.

Long-Term Expected
Rate of Return *
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NOTE 10 - POSTEMPLOYMENT BENEFITS (continued) 
 
Discount Rate The discount rate used to measure the total OPEB liability was 4.13 percent as of June 30, 
2017. The projection of cash flows used to determine the discount rate assumes STRS Ohio continues to 
allocate no employer contributions to the health care fund. Based on these assumptions, the OPEB plan’s 
fiduciary net position was not projected to be sufficient to make all projected future benefit payments of 
current plan members. The OPEB plan’s fiduciary net position was projected to become insufficient to 
make future benefit payments during the fiscal year ending June 30, 2037.  Therefore, the long-term 
expected rate of return on OPEB plan assets was used to determine the present value of the projected 
benefit payments through the fiscal year ending June 30, 2036 and the Bond Buyer 20-year municipal 
bond rate of 3.58 percent as of June 30, 2017 (i.e. municipal bond rate), was used to determine the present 
value of the projected benefit payments for the remaining years in the projection.  The total present value 
of projected benefit payments from all years was then used to determine the single rate of return that 
was used as the discount rate. The blended discount rate of 4.13 percent, which represents the long-term 
expected rate of return of 7.45 percent for the funded benefit payments and the Bond Buyer 20-year 
municipal bond rate of 3.58 percent for the unfunded benefit payments, was used to measure the total 
OPEB liability as of June 30, 2017.  A blended discount rate of 3.26 percent which represents the long term 
expected rate of return of 7.75 percent for the funded benefit payments and the Bond Buyer 20-year 
municipal bond rate of 2.85 percent for the unfunded benefit payments was used to measure the total 
OPEB liability at June 30, 2016. 
 
Sensitivity of the School’s Proportionate Share of the Net OPEB Liability to Changes in the Discount and 
Health Care Cost Trend Rate The following table represents the net OPEB liability as of June 30, 2017, 
calculated using the current period discount rate assumption of 4.13 percent, as well as what the net 
OPEB liability would be if it were calculated using a discount rate that is one percentage point lower (3.13 
percent) or one percentage point higher (5.13 percent) than the current assumption. Also shown is the 
net OPEB liability as if it were calculated using health care cost trend rates that are one percentage point 
lower or one percentage point higher than the current health care cost trend rates. 
 

 
 
 

 
 
 

Current

1% Decrease Discount Rate 1% Increase

(3.13%) (4.13%) (5.13%)

School's proportionate share

  of the net OPEB liability $511,981 $381,368 $278,142

Current

1% Decrease Trend Rate 1% Increase

School's proportionate share

  of the net OPEB liability $264,958 $381,368 $534,578
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NOTE 11 - CONTINGENCIES  
 

Grants - The School received financial assistance from federal and state agencies in the form of grants.  
Amount received from grantor agencies are subject to audit and adjustment by the grantor.  Any 
disallowed costs may require refunding to the grantor.  Amount which may be disallowed, if any, are not 
presently determinable.  However, in the opinion of the School, any such adjustments will not have a 
material adverse effect on the financial position of the School.  

 
Litigation - There are currently no matters in litigation with the School as defendant. 
 
Full-time Equivalency - School foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  

 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE did not perform such a review on the School for fiscal year 2018.  

 
As of the date of this report, additional ODE adjustments for fiscal year 2018 are not finalized.  As a result, 
the impact of future FTE adjustments on the fiscal year 2018 financial statements is not determinable, at 
this time. Management believes this may result in either an additional receivable to, or a liability of, the 
School. 
 
In addition, the School’s contract with their Sponsor and Management Company require payment based 
on revenues received from the State.  As discussed above, additional FTE adjustments for fiscal year 2018 
are not finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 2018 financial 
statements, related to additional reconciliation necessary with these contracts, is not fully determinable.  
Management believes this may result in either an additional receivable to, or liability of, the School.  
 
NOTE 12 - SPONSOR CONTRACT 

 
The School contracted with Ohio Council of Community Schools (OCCS) as its sponsor and oversight 
services as required by law.  Sponsorship fees are calculated as a 2.25% percent of state funds received 
by the School from the State of Ohio. For the fiscal year ended June 30, 2018, the total sponsorship fees 
paid totaled $61,771.  
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NOTE 13 - PURCHASED SERVICES 
 

For the period of July 1, 2017 through June 30, 2018, the School made the following purchased services 
commitments. 
 

Purchased Services Amount

Professional Services 695,397$         

Property Services 416,485

    Utilities 105,718

Travel & Meetings 494

Communications 40,350

Contractual Trade 194,749

Pupil Transportation 246,072

Total 1,699,265$      

 
NOTE 14 - LEASE OBLIGATIONS 
  

On February 18, 2013, the School entered into two leases with the Maple Heights Commerce for 20,577 
square feet of space located at 21100 Southgate Park Boulevard, Maple Heights OH 44137.  The School 
renegotiated both leases in May 2017. Under the new leases both are set to expire on September 30, 
2030.  Base rent expense for the fiscal year ended 2018 was $324,000.  Future lease obligations are as 
follows: 

 
Maple Heights 

Commerce One, LLC 
 

 
Maple Heights 

Commerce Two, LLC 
FY2019        $   288,360  FY2019          $     35,640 
FY2020  294,127  FY2020       36,353 
FY2021  300,010  FY2021       37,080 
FY2022  306,010  FY2022       37,821 
FY2023  312,130  FY2023       38,578 

FY2024-28  1,663,717  FY2024-28       204,776 
FY2029-31  1,097,273  FY2029-31       132,959 

Total $ 4,261,627  Total $  523,207 
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NOTE 15 - MANAGEMENT COMPANY and MANAGEMENT COMPANY EXPENSES 
 

For fiscal year 2018 the School entered into an agreement with Accel Schools Ohio, LLC to provide 
management support services. The agreement is for a period beginning May 1, 2017 and ending on June 
30, 2027. Management fees are calculated as 18% of the total revenues received from the State of Ohio. 
The total amount due from the School for the fiscal year ending June 30, 2018, was $510,407 and is 
included under “Purchased Services” on the Statements of Revenues, Expenses, and Changes in Net 
Position.   
 
Also, per the management agreement there are expenses that will be billed to the School based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of employees working in at 
the School and other costs related to providing education and administrative services. The total amount 
billed during fiscal year 2018 was $978,769. 
 
For the periods ended June 30, 2018, Accel Schools Ohio, LLC, incurred the following expenses on behalf 
of the School: 
 

 
 

Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro-rated based on 
full time equivalent (FTE) head count as of June 30, 2018 by each school it manages.  

Ohio College Preparatory School

Regular 
Instruction

(1100 Function 
Codes)

Special 
Instruction

(1200 Function 
Codes)

Support 
Services

(2000 Function 
Codes)

Non-Instructional 
(3000 through 
7000 Function 

Codes)

Total

Professional & Technical Services (410 Object Codes) -$                -$                541,152$        -$                     541,152$    
Communications (440 Object Codes) -                  -                  26,418            -                       26,418        
Other Supplies (510 Object Codes) 2,606              -                  39,307            -                       41,913        
Other Direct Expense (800 Object Codes) -                  -                  6,097              -                       6,097          

Overhead -                  -                  261,205          -                       261,205      

Total Expenses 2,606$            -$                874,179$        -$                     876,785$    

Direct Expenses: 

Indirect Expenses: 
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NOTE 16 – IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES  
 
For the fiscal year ended June 30, 2018, the School has implemented Governmental Accounting Standards 
Board (GASB) Statement No. 75, Accounting and Financial reporting for Postemployment Benefits other 
than Pensions, GASB Statement No. 81, Irrevocable Split-Interest Agreements, GASB Statement No. 85, 
Omnibus 2017 and GASB Statement No. 86, Certain Debt Extinguishments. 
 
GASB Statement No. 75 requires recognition of the entire net postemployment benefits other than 
pensions (other postemployment benefits or OPEB) liability and a more comprehensive measure of 
postemployment benefits expense for OPEB provided to the employees of state and local governmental 
employers through OPEB plans that are administered through trusts or equivalent arrangements. The 
implementation of GASB Statement No. 75 resulted in the inclusion of net OPEB liability and OPEB expense 
components on the accrual financial statements.  See Note 17 for the effect on net position as previously 
reported.  
 
GASB Statement No. 81 requires that a government that receives resources pursuant to an irrevocable 
split-interest agreement recognize assets, liabilities, and deferred inflows of resources at the inception of 
the agreement. Furthermore, it requires that a government recognize assets representing its beneficial 
interests in irrevocable split-interest agreements that are administered by a third party, if the government 
controls the present service capacity of the beneficial interests. This Statement also requires that a 
government recognize revenue when the resources become applicable to the reporting period.  The 
implementation of GASB Statement No. 81 did not have an effect on the financial statements of the 
School. 
 
GASB Statement No. 85 addresses a variety of topics including issues related to blending component units, 
goodwill, fair value measurement and application, and postemployment benefits. These changes were 
incorporated in the School’s fiscal year 2018 financial statements; however, there was no effect on 
beginning net position.  
 
GASB Statement No. 86 addresses the reporting and disclosure requirements of certain debt 
extinguishments including in-substance defeasance transactions and prepaid insurance associated with 
debt that is extinguished. The implementation of GASB Statement No. 86 did not have an effect on the 
financial statements of the School. 
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NOTE 17 – RESTATEMENT OF NET POSITION 
 
GASB 75 established standards for measuring and recognizing Post-Employment Benefit Liabilities (OPEB), 
deferred outflows of resources, deferred inflows of resources and expense/expenditure.  In addition 
during the current year there was an error discovered in the calculation to allocate the management 
companies’ share of the Net Pension Liability to member schools.  The implementation of this 
pronouncement and the correction of the error had the following effect on net position as reported June 
30, 2017. 
  

Net Position June 30, 2017 (3,537,379)$   

Adjustments:
Net OPEB liability (846,602)         
Deferred Outflow - Payments Subsequent to Measurement Date 6,750               

Net Pension Liability (91,116)           

Restated Net Position June 30, 2017 (4,468,347)$   

 
Other than employer contributions subsequent to the measurement date, the School made no 
restatement for deferred inflows/outflows of resources as the information needed to generate these 
restatements was not available. 
 

NOTE 18 - MANAGEMENT PLAN 
 
For fiscal year 2018, the School had a net position deficit of $(4,287,071), which includes the impact of 
the net pension/OPEB liabilities and related accruals. The School’s net deficit in fiscal year 2018 improved 
from the $(4,468,347) restated net deficit in fiscal 2017. Enrollment decreased in fiscal year 2018 to 271, 
down from 295 in fiscal year 2017. The School’s ability to maintain a stable administrative and 
instructional team along with active advertising via print, radio, mailings and through referrals of current 
parents is anticipated to help produce the likelihood of future enrollment growth leading to surpluses and 
provide an opportunity for the school to recover from its prior deficits. 
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See accompanying notes to the required supplementary information. 
 
 

2018 2017 2016 2015
School's Proportion of the Net Pension

Liability 0.01021547% 0.01071145% 0.01002439% 0.00618752%

School's Proportionate Share of the Net
Pension Liability 610,352$        783,977$        572,000$        313,147$        

School's Covered Payroll 316,614$        288,864$        151,915$        48,305$          

School's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 192.77% 271.40% 376.52% 648.17%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 69.50% 62.98% 69.16% 71.70%

(1) Information prior to 2015 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date
     which is the prior fiscal period end. 

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net Pension Liability

School Employees Retirement System of Ohio
Last Four Fiscal Years (1)
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See accompanying notes to the required supplementary information. 
 

Restated
2018 2017 2016 2015

School's Proportion of the Net Pension
Liability 0.00977459% 0.00905614% 0.01137545% 0.00598589%

School's Proportionate Share of the Net
Pension Liability 2,321,975$        3,018,535$        3,143,838$        1,455,975$        

School's Covered Payroll 1,074,786$        1,137,471$        1,092,369$        609,031$          

School's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 216.04% 265.37% 287.80% 239.06%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 75.30% 66.80% 72.10% 74.70%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date
     which is the prior fiscal period end. 

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net Pension Liability

State Teachers Retirement System of Ohio
Last Four Fiscal Years (1)
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See accompanying notes to the required supplementary information.

2018 2017 2016 2015 2014

Contractually Required Contribution 23,337$          44,326$          40,441$          20,022$          6,695$            

Contributions in Relation to the 
Contractually Required Contribution (23,337)           (44,326)           (40,441)           (20,022)           (6,695)            

Contribution Deficiency (Excess) 0$                  0$                  0$                  0$                  0$                  

School Covered Payroll 172,867$        316,614$        288,864$        151,915$        48,305$          

Contributions as a Percentage of
Covered Payroll 13.50% 14.00% 14.00% 13.18% 13.86%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

Required Supplementary Information
Schedule of School Contributions - Pension

School Employees Retirement System of Ohio
Last Five Fiscal Years (1)
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See accompanying notes to the required supplementary information.

2018 2017 2016 2015 2014

Contractually Required Contribution 117,485$          150,470$          159,246$          152,932$          79,174$            

Contributions in Relation to the 
Contractually Required Contribution (117,485)           (150,470)           (159,246)           (152,932)           (79,174)            

Contribution Deficiency (Excess) 0$                    0$                    0$                    0$                    0$                    

School Covered Payroll 839,179$          1,074,786$        1,137,471$        1,092,369$        609,031$          

Contributions as a Percentage of
Covered Payroll 14.00% 14.00% 14.00% 14.00% 13.00%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

Required Supplementary Information
Schedule of School Contributions - Pension
State Teachers Retirement System of Ohio

Last Five Fiscal Years (1)
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2018 2017
School's Proportion of the Net OPEB

Liability 0.01038259% 0.01270983%

School's Proportionate Share of the Net
OPEB Liability 278,641$        362,277$        

School's Covered Payroll 316,614$        288,864$        

School's Proportionate Share of the Net
OPEB Liability as a Percentage
of its Covered Payroll 88.01% 125.41%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability 12.46% 11.49%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net OPEB Liability

School Employees Retirement System of Ohio
Last Two Fiscal Years (1)
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2018 2017
School's Proportion of the Net OPEB

Liability 0.00977459% 0.00905614%

School's Proportionate Share of the Net
OPEB Liability 381,368$          484,325$          

School's Covered Payroll 1,074,786$        1,137,471$        

School's Proportionate Share of the Net
OPEB Liability as a Percentage
of its Covered Payroll 35.48% 42.58%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability 47.10% 37.30%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net OPEB Liability

State Teachers Retirement System of Ohio
Last Two Fiscal Years (1)

Attachment 26: Audited Financial Statements Page 4621



OHIO COLLEGE PREPARATORY SCHOOL 
CUYAHOGA COUNTY, OHIO 

 

54 

 
 

2018 2017 2016 2015 2014

Contractually Required Contribution (1) 3,550$            6,750$            3,545$            1,246$       68$                

Contributions in Relation to the 
Contractually Required Contribution (3,550)            (6,750)            (3,545)            (1,246)        (68)                 

Contribution Deficiency (Excess) 0$                  0$                  0$                  0$             0$                  

School Covered Payroll 172,867$        316,614$        288,864$        151,915$    48,305$          

OPEB Contributions as a Percentage of
Covered Payroll (1) 2.05% 2.13% 1.23% 0.82% 0.14%

(1) Includes Surcharge

(2) Information prior to 2014 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of School Contributions - OPEB

School Employees Retirement System of Ohio
Last Five Fiscal Years (2)
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2018 2017 2016 2015 2014

Contractually Required Contribution 0$                        0$                    0$                    0$                    6,090$              

Contributions in Relation to the 
Contractually Required Contribution 0                         0                     0                     0                     (6,090)              

Contribution Deficiency (Excess) 0$                        0$                    0$                    0$                    0$                    

School Covered Payroll 839,179$              1,074,786$        1,137,471$        1,092,369$        609,031$          

Contributions as a Percentage of
Covered Payroll 0.00% 0.00% 0.00% 0.00% 1.00%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of School Contributions - OPEB

State Teachers Retirement System of Ohio
Last Five Fiscal Years  (1)
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Net Pension Liability  
 
Changes of benefit terms - SERS:  
 
There were no changes in benefit terms from the amounts reported for fiscal years 2014-2018. 
 
The following changes were made to the benefit terms in 2018 as identified: The COLA was changed from 
a fixed 3.00% to a COLA that is indexed to CPI-W not greater than 2.5% with a floor of 0% beginning 
January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has enacted a 
three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in assumptions - SERS:  
 
There were no changes in methods and assumptions used in the calculation of actuarial determined 
contributions for fiscal years 2014-2016 and 2018. For fiscal year 2018, the following changes of 
assumptions affected the total pension liability since the prior measurement date: (a) the assumed rate 
of inflation was reduced from 3.25% to 3.00%, (b) payroll growth assumption was reduced from 4.00% to 
3.50%, (c) assumed real wage growth was reduced from 0.75% to 0.50%, (d) Rates of withdrawal, 
retirement and disability were updated to reflect recent experience, (e) mortality among active members 
was updated to RP-2014 Blue Collar Mortality Table with fully generational projection and a five year age 
set-back for both males and females, (f) mortality among service retired members, and beneficiaries was 
updated to the following RP-2014 Blue Collar Mortality Table with fully generational projection with Scale 
BB, 120% of male rates, and 110% of female rates and (g) mortality among disable member was updated 
to RP-2000 Disabled Mortality Table, 90% for male rates and 100% for female rates, set back five years is 
used for the period after disability retirement (h) change in discount rate from 7.75% to 7.5%.   

 
Changes in benefit terms - STRS:  
 
There were no changes in benefit terms from the amounts reported for fiscal years 2014-2017. Effective 
for fiscal year 2018, the cost of living adjustment (COLA) was reduced to zero. 
 
Changes in assumptions - STRS:  
 
There were no changes in methods and assumptions used in the calculation of actuarial determined 
contributions for fiscal years 2014-2018.  For fiscal year 2018, the following changes of assumptions 
affected the total pension liability since the prior measurement date: (a) inflation assumption lowered 
from 2.75% to 2.50%, (b) investment return assumption lowered from 7.75% to 7.45%, (c) total salary 
increases rates lowered by decreasing the merit component of the individual salary increases, as well as 
by 0.25% due to lower inflation, (d) payroll growth assumption lowered to 3.00%, (e) updated the healthy 
and disable mortality assumption to the “RP-2014” mortality tables with generational improvement scale 
MP-2016, (f) rates of retirement, termination and disability were modified to better reflect anticipated 
future experience.  
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Net OPEB Liability  
 
Changes in Assumptions – SERS  
 
Amounts reported for fiscal year 2018 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability as presented below:  
 
Municipal Bond Index Rate: 
    Fiscal year 2018          3.56 percent 
    Fiscal year 2017         2.92 percent 
Single Equivalent Interest Rate, net of plan investment expense, 
 including price inflation 
    Fiscal year 2018          3.63 percent 
    Fiscal year 2017         2.98 percent 
 
Changes in Assumptions – STRS  
 
For fiscal year 2018, the discount rate was increased from 3.26 percent to 4.13 percent based on the 
methodology defined under GASB Statement No. 74, Financial Reporting for Postemployment Benefit 
Plans Other Than Pension Plans (OPEB) and the long term expected rate of return was reduced from 7.75 
percent to 7.45 percent. Valuation year per capita health care costs were updated, and the salary scale 
was modified. The percentage of future retirees electing each option was updated based on current data 
and the percentage of future disabled retirees and terminated vested participants electing health 
coverage were decreased. The assumed mortality, disability, retirement, withdrawal and future health 
care cost trend rates were modified along with the portion of rebated prescription drug costs.  
  
Also, for fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. 
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December 27, 2018

To the Board of Trustees 
Ohio College Preparatory School
21100 Southgate Park Blvd.
Maple Heights, Ohio 44137

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 
and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards

We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the Ohio College 
Preparatory School, Cuyahoga County, Ohio (the “School”) as of and for the year ended June 30, 2018, 
and the related notes to the financial statements, which collectively comprise the School’s basic financial 
statements, and have issued our report thereon dated December 27, 2018, in which we noted the School
restated their net position to account for the implementation of Governmental Accounting Standard Board 
(GASB) Statement No. 75, “Accounting and Financial reporting for Postemployment Benefits other than 
Pensions”, and restated the net pension liability amount to account for an error discovered in the 
calculation to allocate the management companies’ share of the net pension liability to member schools. 
In addition, the School has suffered recurring losses from operations and has a net position deficit of 
$4,287,071, including the net effect of net pension liability, net OPEB liability and related accruals 
totaling $2,114,458, that raises substantial doubt about its ability to continue as a going concern.

Internal Control over Financial Reporting

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

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

Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified.
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Ohio College Preparatory School
Independent Auditor’s Report on Internal Control over Financial Reporting and on 

Compliance and Other Matters Based on an Audit of Financial Statements 
Performed in Accordance with Government Auditing Standards

Page 2 of 2

Compliance and Other Matters

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

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose.

Medina, Ohio
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Board of Trustees 
Ohio College Preparatory School 
21100 Southgate Park Blvd. 
Maple Heights, Ohio 44137 
 
 
We have reviewed the Independent Auditor’s Report of the Ohio College Preparatory School, 
Cuyahoga County, prepared by Rea & Associates, Inc., for the audit period July 1, 2016 through 
June 30, 2017.  Based upon this review, we have accepted these reports in lieu of the audit 
required by Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying 
financial statements and, accordingly, we are unable to express, and do not express an opinion on 
them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Ohio College Preparatory School is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
 
 
Dave Yost 
Auditor of State 
 
April 12, 2018  
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February 21, 2018 
 
To the Board of Trustees 
Ohio College Preparatory School 
21100 Southgate Park Blvd. 
Maple Heights, OH 44137 
 

Independent Auditor's Report 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Ohio College Preparatory School, 
Cuyahoga County, Ohio, (the “School”) as of and for the year ended June 30, 2017, and the related notes 
to the financial statements, which collectively comprise the School’s basic financial statements as listed in 
the table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation 
and fair presentation of the financial statements in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s 
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the School, as of June 30, 2017, and the changes in its financial position and its cash 
flows for the year then ended in accordance with accounting principles generally accepted in the United 
States of America. 
 
Emphasis of Matter 
 
The accompanying financial statements have been prepared assuming the School will continue as a going 
concern. As disclosed in Note 16 to the financial statements, the School has suffered recurring losses from 
operations and has a net position deficit of $3,537,379 that raises substantial doubt about its ability to continue 
as a going concern. This deficit net position includes the effect of the net pension liability and related accruals 
totaling $1,656,744. Note 16 describes management’s plan regarding these issues. The financial statements do 
not include any adjustments that might result from the outcome of this uncertainty. Our opinion is not modified 
with respect to this matter.  
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis and the Schedule of the School's Proportionate Share of the Net Pension 
Liability, and Schedule of the School’s Contributions on pages 5–10, 36-37, and 38-39, respectively, be 
presented to supplement the basic financial statements. Such information, although not a part of the basic 
financial statements, is required by the Governmental Accounting Standards Board who considers it to be 
an essential part of financial reporting for placing the basic financial statements in an appropriate 
operational, economic, or historical context. We have applied certain limited procedures to the required 
supplementary information in accordance with auditing standards generally accepted in the United States 
of America, which consisted of inquiries of management about the methods of preparing the information 
and comparing the information for consistency with management’s responses to our inquiries, the basic 
financial statements, and other knowledge we obtained during our audit of the basic financial statements. 
We do not express an opinion or provide any assurance on the information because the limited procedures 
do not provide us with sufficient evidence to express an opinion or provide any assurance. 
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Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated February 21, 
2018 on our consideration of the School’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness 
of the School’s internal control over financial reporting or on compliance. That report is an integral part of 
an audit performed in accordance with Government Auditing Standards in considering the School’s 
internal control over financial reporting and compliance. 

 

 
Medina, Ohio 
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The discussion and analysis of the Ohio College Preparatory School (the School), financial performance 
provides an overall review of the School’s financial activities for the fiscal year ended June 30, 2017. The 
intent of this discussion and analysis is to look at the School’s’ financial performance as a whole; readers 
should also review the basic financial statements and notes to the basic financial statements to enhance 
their understanding of the School’s financial performance.  
 
The Management’s Discussion and Analysis (MD&A) is an element of the reporting model adopted by the 
Governmental Accounting Standards Board (GASB) in their Statement No. 34 Basic Financial Statements 
– and Management’s Discussion and Analysis – for State and Local Governments. Certain comparative 
information between the current fiscal year and the prior fiscal year is required to be presented in the 
MD&A.  
 

FINANCIAL HIGHLIGHTS 
 
Key Financial Highlights for the School for the 2016-17 school year are as follows:  

 
 Total assets decreased by $42,320. 

 Total liabilities increased by $238,467.   

 Total Net Position decreased by $1,056,897.  

 Total operating and non-operating revenues were $3,569,972. Total operating and non-operating 
expenses were $4,626,869. 
 

USING THIS ANNUAL REPORT 
  
This report consists of three parts: the basic financial statements, notes to those statements, and required 
supplemental information.  The basic financial statements include a Statement of Net Position, a 
Statement of Revenues, Expenses and Changes in Fund Net Position, and a Statement of Cash Flows.   
 
The Statement of Net Position and Statement of Revenues, Expenses, and Changes in Net Position reflect 
how the School did financially during fiscal year 2017.  These statements include all assets, deferred 
outflows of resources, liabilities, and deferred inflows of resources using the accrual basis of accounting 
similar to the accounting used by most private-sector companies. This basis of accounting includes all of 
the current year revenues and expenses regardless of when cash is received or paid.  
 
These statements report the School’s Net Position and changes in net position. This change in Net Position 
is important because it tells the reader whether the financial position of the School has improved or 
diminished. The causes of this change may be the result of many factors, some financial, some not. Non-
financial factors include the School’s’ student enrollment, per-pupil funding as determined by the State 
of Ohio, change in technology, required educational programs and other factors. The School uses 
enterprise presentation for all of its activities. 
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USING THIS ANNUAL REPORT (continued) 
 
Statement of Net Position - The Statement of Net Position answers the question of how the School did 
financially during 2017.  This statement includes all assets, deferred outflows of resources, liabilities, and 
deferred inflows of resources, both financial and capital, and short-term and long-term using the accrual 
basis of accounting and economic resource focus, which is similar to the accounting used by most private-
sector companies.  This basis of accounting takes into account all revenues and expenses during the year, 
regardless of when the cash is received or paid.   
  
Table 1 provides a summary of the School’s Net Position for fiscal year 2017 compared to fiscal year 2016.  

 
Table 1 

Statement of Net Position  
2017  2016 

Assets    
Current Assets $         72,721        $          28,554 

Other Assets -  27,005 
Capital Assets, Net       9,981  69,463 

Total Assets 82,702  125,022  

    
Deferred Outflows of Resources 2,627,075  3,075,816 

    
Liabilities    
Current Liabilities 1,442,210  1,199,346 
Non-current Liabilities 521,127  521,082 
Net Pension Liability  3,711,396  3,715,838 

Total Liabilities 5,674,733       5,436,266  
   

Deferred Inflows of Resources 572,423  245,054 

    
Net Position    
Investment in Capital Assets                                          9,981   69,463         
Unrestricted  (3,547,360)  (2,549,945)                     

Total Net Position $(3,537,379)   $(2,480,482) 

 
During a prior year, the School adopted GASB Statement 68, Accounting and Financial Reporting for 
Pensions—an Amendment of GASB Statement 27, which significantly revises accounting for pension costs 
and liabilities.  For reasons discussed below, many end users of this financial statement will gain a clearer 
understanding of the School’s actual financial condition by adding deferred inflows related to pension and 
the net pension liability to the reported net position and subtracting deferred outflows related to pension. 
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USING THIS ANNUAL REPORT (continued) 
 
Statement of Net Position (continued) 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  When accounting for 
pension costs, GASB 27 focused on a funding approach.  This approach limited pension costs to 
contributions annually required by law, which may or may not be sufficient to fully fund each plan’s net 
pension liability.  GASB 68 takes an earnings approach to pension accounting; however, the nature of 
Ohio’s statewide pension systems and state law governing those systems requires additional explanation 
in order to properly understand the information presented in these statements. 
 
Under the standards required by GASB 68, the net pension liability equals the School’s proportionate 
share of each plan’s collective: 
 

1. Present value of estimated future pension benefits attributable to active and inactive employees’ 
past service 

2. Minus plan assets available to pay these benefits 
 
GASB notes that pension obligations, whether funded or unfunded, are part of the “employment 
exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, and the 
promise of a future pension.  GASB noted that the unfunded portion of this pension promise is a present 
obligation of the government, part of a bargained-for benefit to the employee, and should accordingly be 
reported by the government as a liability since they received the benefit of the exchange.  However, the 
School is not responsible for certain key factors affecting the balance of this liability.  In Ohio, the 
employee shares the obligation of funding pension benefits with the employer.  Both employer and 
employee contribution rates are capped by State statute.  A change in these caps requires action of both 
Houses of the General Assembly and approval of the Governor.  Benefit provisions are also determined 
by State statute.  The employee enters the employment exchange with the knowledge that the employer’s 
promise is limited not by contract but by law.  The employer enters the exchange also knowing that there 
is a specific, legal limit to its contribution to the pension system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension system as against the public employer.  State law operates 
to mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the employment exchange with notice as to the law.  The pension system is responsible for the 
administration of the plan.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability.  As explained above, changes in pension benefits, contribution rates, 
and return on investments affect the balance of the net pension liability but are outside the control of the 
School.  In the event that contributions, investment returns, and other changes are insufficient to keep 
up with required pension payments, State statute does not assign/identify the responsible party for the 
unfunded portion.  Due to the unique nature of how the net pension liability is satisfied, this liability is 
separately identified within the long-term liability section of the statement of net position. 
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USING THIS ANNUAL REPORT (continued) 
 
Statement of Net Position (continued) 
 
In accordance with GASB 68, the School’s statements prepared on an accrual basis of accounting include 
an annual pension expense for their proportionate share of each plan’s change in net pension liability not 
accounted for as deferred inflows/outflows of resources.  
 
As a result of implementing GASB 68, the School is reporting a net pension liability and deferred 
inflows/outflows of resources related to pension on the accrual basis of accounting. 
 
Over time, Net Position can serve as a useful indicator of a government’s financial position.  At June 30, 
2017, the School’s net position totaled $(3,537,379). 
 
Current assets represent cash and cash equivalents, accounts receivable, and other assets.  Current 
liabilities represent accounts payable, accrued expenses, withholdings payable, notes payable, and 
advances payable, at fiscal year-end.    
 
Statement of Revenues, Expenses and Change in Net Position - Table 2 shows the change in Net Position 
for fiscal years 2017 and 2016, as well as a listing of revenues and expenses. This change in Net Position 
is important because it tells the reader that, for the School as a whole, the financial position of the School 
has improved or diminished. The cause of this may be the result of many factors, some financial, some 
not.  Non-financial factors include the current laws in Ohio restricting revenue growth, facility conditions, 
required educational programs and other factors. 
 
 
 
 
 
 
 
 
 
 

 
This Space is Intentionally left Blank. 
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USING THIS ANNUAL REPORT (continued) 
 
Statement of Revenues, Expenses and Change in Net Position (continued) 
 

Table 2 
Change in Net Position 

    
 2017  2016 

Operating Revenue    
State Aid $      2,551,758   $     2,186,222  

Other 4,152  15,821  

     Total Operating Revenues 2,555,910  2,202,043  

    
Operating Expenses      
Salaries 1,305,274  1,179,098  
Fringe Benefits 283,791  281,237  
Fringe Benefits – GASB 68 771,668  746,720 
Purchased Services 1,903,706  1,551,629  
Materials and Supplies 155,656  162,807  
Depreciation 59,482  132,093  
Other 10,421  - 

     Total Operating Expenses 4,489,998  4,053,784  

         
 Operating (Loss) (1,934,088)  (1,851,741) 

    
Non-Operating Revenues (Expenses)     
Federal Grants 466,023  373,318  
Contributions and Donations 60,000  31,017 
Debt Forgiveness 488,039  315,000 
Interest Expense (136,871)  (109,187) 

       Total Non-Operating Revenues (Expenses) 877,191  610,148 

    
Change in Net Position (1,056,897)       (1,241,593)      

    
Net Position, Beginning of Year (2,480,482)  (1,238,889) 

Net Position, End of Year $    (3,537,379)  $   (2,480,482) 

 
State aid increased from the prior year, due to an increase in FTEs.  Operating expenses increased from 
the prior year, due primarily to increases in salaries, fringe benefits and purchased services due to 
increased enrollment. 
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BUDGETING HIGHLIGHTS 
 
Unlike other public schools located in the State of Ohio, community schools are not required to follow 
budgetary provisions set forth in Ohio Rev. Code Chapter 5705 (with the exception section 5705.391 – 
Five Year Forecasts), unless specifically provided in the community school’s contract with its Sponsor. 
The contract between the School and its Sponsor does prescribe a budgetary process. The School must 
prepare and submit a detail budget for every fiscal year to the Board of Directors and its Sponsor.  The 
five-year forecast is also submitted to the Ohio Department of Education, annually. 
 

CAPITAL ASSETS  
 
At fiscal year end, the School’s net capital asset balance was $9,981.   This balance represents no current 
year additions offset by current year depreciation of $59,482.   For more information on capital assets, 
see Note 5 of the Basic Financial Statements. 
 

DEBT 
 
During the fiscal year, the School received working capital monies from Charter School Capital through a 
receivables purchase agreement. As the School receives monthly State funding, these advances are 
repaid, however, the School may elect to receive additional advances from Charter School Capital by 
entering into additional agreements. In addition, the School had $569,500 in long term notes payable at 
year end. See Note 6 and Note 7 for additional information on the School’s debt obligations. 
 

CURRENT FINANCIAL ISSUES 
 
The School is a community School and is funded through the State of Ohio Foundation Program.  The 
School relies on this, as well as, State and Federal funds as its primary source of revenue.   In 2017, the 
State raised the base per pupil funding to $6,000, which is up from $5,900 in the previous 
year.  Additionally, community schools in Ohio will be allocated a small amount of facilities funding which 
is also per pupil based.  This amount is projected to be approximately $200 per pupil. 
 
The full-time equivalent enrollment of the School for the year ended June 30, 2017 was 295 compared to 
a figure of 263 at the end of fiscal year 2016. 
 
Overall, the School will continue to provide learning opportunities and apply resources to best meet the 
needs of the students served.  
 

CONTACTING THE SCHOOL’S FINANCIAL MANAGEMENT  
 
This financial report is designed to provide our citizen’s, taxpayers, investors and creditors with a general 
overview of the School’s finances and to demonstrate accountability for the money it receives. If you have 
questions about this report or need additional information contact the School’s Fiscal Officer, C. David 
Massa, CPA, of Massa Financial Solutions, LLC, 21100 Southgate Boulevard, Maple Heights, OH  44137. 
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OHIO COLLEGE PREPARATORY SCHOOL  
 CUYAHOGA COUNTY, OHIO 

 
Statement of Net Position 

At June 30, 2017 

 
Assets:

Current Assets:

    Cash and Cash Equivalents 3,955$               

    Accounts Receivable 35,329

    Other Assets 33,437

      Total Current Assets 72,721

Noncurrent Assets:

  Capital Assets, net of Accumulated Depreciation 9,981

9,981

Total Assets 82,702               

Deferred Outflows of Resources 2,627,075         

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 488,289            

    Withholdings Payable 19,494               

    Accrued Expenses 166,054            

    Current Portion of Long-Term Debt 48,373               

    Advances Payable 720,000            

       Total Current Liabilities 1,442,210         

Noncurrent Liabilities:

  Net Pension Liability 3,711,396

  Noncurrent Portion of Long-term Debt 521,127

    Total Noncurrent Liabilities 4,232,523

       Total Liabilities 5,674,733

Deferred Inflows of Resources 572,423

Net Position:

  Investment in Capital Assets 9,981

  Unrestricted Net Position (3,547,360)

  Total Net Position (3,537,379)$     

See Accompanying Notes to the Basic Financial Statements  
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OHIO COLLEGE PREPARATORY SCHOOL  
CUYAHOGA COUNTY, OHIO 

  
Statement of Revenues, 

Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2017 

 
 

Operating Revenues:

  State Aid 2,551,758$       

  Miscellaneous 4,152

    Total Operating Revenues 2,555,910

Operating Expenses:

  Salaries 1,305,274         

  Fringe Benefits 283,791            

  Fringe Benefits - GASB 68 771,668            

  Purchased Services 1,903,706

  Depreciation 59,482

  Supplies 155,656

  Other Operating Expenses 10,421

    Total Operating Expenses 4,489,998

      Operating Loss (1,934,088)

Non-Operating Revenues and Expenses:

  Federal Grants 466,023

  Debt Forgiveness 488,039            

  Contributions and Donations 60,000               

  Interest Expense (136,871)           

    Net Non-operating Revenues and Expenses 877,191

Change in Net Position (1,056,897)        

Net Position Beginning of Year (2,480,482)        

Net Position End of Year (3,537,379)$     

See Accompanying Notes to the Basic Financial Statements  
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OHIO COLLEGE PREPARATORY SCHOOL  
CUYAHOGA COUNTY, OHIO 

 
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2017 

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 2,544,069$       

Other Operating Receipts 10,952               

Cash Payments to Suppliers for Goods and Services (1,417,821)        

Cash Payments to Employees for Services (1,305,274)        

Cash Payments for Employee Benefits (308,380)           

Net Cash Used For Operating Activities (476,454)           

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Contributions and Donations 60,000               

Federal and State Grant Receipts 460,138            

Charter School Capital/ Charter Asset Management Advances 2,424,920         

Charter School Capital/ Charter Asset Management Cost of Funding (136,871)           

Charter School Capital/ Charter Asset Management Redemptions (2,279,020)        

Cash Advance Repayments (48,758)             

Net Cash Provided By Noncapital Financing Activities 480,409            

Net Increase in Cash and Cash Equivalents 3,955                 

Cash and Cash Equivalents - Beginning of the Year -                     

Cash and Cash Equivalents - Ending of the Year 3,955$               

 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 

(Continued) 
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OHIO COLLEGE PREPARATORY SCHOOL  
CUYAHOGA COUNTY, OHIO 

 
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2017 
(Continued) 

Reconciliation of Operating Loss to Net Cash Used For Operating Activities

Operating Loss (1,934,088)$     

Adjustments to Reconcile Operating Loss to Net Cash Used For Operating Activities

Depreciation 59,482               

Changes in Assets, Liabilities, and Deferred Inflows and Outflows:

(Increase)/Decrease in Accounts Receivables (35,329)             

(Increase)/ Decrease in Deferred Outflows 448,741            

Increase/ (Decrease) in Deferred Inflows 327,369            

Increase/ (Decrease) in Net Pension Liability (4,442)                

(Increase)/Decrease in Other Assets (6,432)                

Increase/(Decrease) in Accounts Payable, Trade 751,942            

Increase/(Decrease) in Accrued Expenses (87,251)             

Increase/(Decrease) in Withholdings Payable 3,554                 

Net Cash Used For Operating Activities (476,454)$         

 
 
Non-Cash Transaction: During the fiscal year ended June 30, 2017, the School received a one-time debt 
forgiveness in the amount of $122,017 from I CAN Schools and $366,022 from other vendors. This 
forgiveness was applied against open obligations of the School that were owed to I CAN Schools and other 
vendors. 
 
 
See Accompanying Notes to the Basic Financial Statements 
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NOTE 1 - DESCRIPTION OF THE ENTITY 
 
The Ohio College Preparatory School, (the School) is a nonprofit corporation established pursuant to Ohio 
Revised Code Chapters 3314 and 1702.  The School’s mission is to provide an orderly and supportive 
environment whereby students experience preparations for college, career and life. The School operates 
on a foundation, which fosters character building for all students, parents and staff members.  The School, 
which is part of the State’s education program, is independent of any school district and is nonsectarian 
in its programs, admission policies, employment practices, and all other operations.  The School may 
acquire facilities as needed and contract for any services necessary for the operation of the School. 

 
The School was approved for operation under a contract with Ohio Council of Community Schools 
(“OCCS”) (the Sponsor) for a five-year period commencing on July 1, 2013.  The Sponsor is responsible for 
evaluating the performance of the School and has the authority to deny renewal of the contract at its 
expiration or terminate the contract prior to its expiration.  

 
The School operates under the direction of a Board of Directors (the Board).  The Board is responsible for 
carrying out the provisions of the contract which include, but are not limited to, state mandated provisions 
regarding student populations, curriculum, academic goals, performance standards, admissions 
standards, and qualifications of teachers.  The Board controls the School’s instructional and administrative 
staff. 
 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The basic financial statements of the School have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental nonprofit organizations.  The Governmental 
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental 
accounting and financial reporting principles. The more significant of the School’s accounting policies are 
described below. 
 
Basis of Presentation - The School’s basic financial statements consist of a Statement of Net Position, a 
Statement of Revenue, Expenses and Change in Net Position, and a Statement of Cash Flows. Enterprise 
fund reporting focuses on the determination of the changes in Net Position, and cash flows. 
 
The Government Accounting Standards Board identifies the presentation of all financial activity to be 
reported within one enterprise fund for year-ending reporting purposes.  Enterprise accounting is used to 
account for operations that are financed and operated in a manner similar to private business enterprise 
where the intent is that the cost (expense) of providing goods and services to the general public on a 
continuing basis be financed or recovered primarily through user charges. 

 
Measurement Focus and Basis of Accounting - The accounting and financial reporting treatment is 
determined by measurement focus. Enterprise accounting uses a flow of economic resources 
measurement focus. Under this measurement focus, all assets, all deferred outflows of resources, all 
liabilities, and all deferred inflows of resources are included on the Statement of Net Position. The 
Statement of Revenues, Expenses and Changes in Net Position presents increases (e.g., revenues) and 
decreases (e.g., expenses) in total Net Position. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Measurement Focus and Basis of Accounting (continued) 
 
Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported in 
the financial statements.  The accrual basis of accounting is used for reporting purposes.  Revenues are 
recognized when they are earned, and expenses are recognized when they are incurred.  
 
Budgetary Process - Unlike other public schools located in the state of Ohio, community schools are not 
required to follow budgetary provisions set forth in Ohio Revised Code Chapter 5705 (with the exception 
section 5705.391 – Five Year Forecasts), unless specifically provided for in the School’s sponsorship 
agreement. The contract between the School and its Sponsor requires a detailed budget for each year of 
the contract. 

       
Cash and Cash Equivalents - Cash received by the School is reflected as “Cash and Cash Equivalents” on 
the Statement of Net Position.  The School did not have any investments during the period ended June 
30, 2017. 
      
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from these estimates. 
 
Capital Assets and Depreciation - Capital assets are capitalized at cost. Donated Capital Assets are 
recorded at their acquisition values as of the date received. The costs of additions are capitalized and 
expenditures for repairs and maintenance are expensed when incurred.  When property is sold or retired, 
the related costs and accumulated depreciation are removed from the financial records and any gain or 
loss is included in additions to or deductions from Net Position. Capital assets were $9,981, as of June 30, 
2017, net of accumulated depreciation. Depreciation of capital assets is calculated utilizing the straight-
line method over the estimated useful lives of the assets which are as follows: 

 
Asset Class     Useful Life 
Computers & Technology    3 years 

 Furniture, Fixtures, & Equipment               5 years 
       Textbooks     3 years       

 
The School’s policy for asset capitalization threshold is $5,000. Assets or certain asset groups not meeting 
the capitalization threshold are not capitalized and are not included in the assets represented in the 
accompanying Statement of Net Position. 
 
Intergovernmental Revenues - The School currently participates in the State Foundation Program. 
Revenues received from this program are recognized as operating revenues in the accounting period in 
which all eligibility requirements have been met. 
 
Grants and entitlements are recognized as non-operating revenues in the accounting period in which 
eligibility requirements have been met. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Intergovernmental Revenues (continued) 
 
Eligibility requirements include timing requirements, which specify the year when the resources are 
required to be used or the fiscal year when use is first permitted, matching requirements, in which the 
School must provide local resources to be used for a specified purpose, and expenditure requirements, in 
which the resources are provided to the School on a reimbursement basis. 

 
The School also participates in various federal programs passed through the Ohio Department of 
Education. 

 
Under the above programs the School recorded $2,551,758 this fiscal year from the Foundation Program 
and Casino Tax Revenue and $466,023 from Federal Grants and other grant sources. 

 
Compensated Absences - Vacation is taken in a manner which corresponds with the school calendar; 
therefore, the School does not accrue vacation time as a liability. 

 
Sick/personal leave benefits are earned by full-time employees at the rate of ten days per year and cannot 
be carried into the subsequent years.  No accrual for sick time is made since unused time is not paid to 
employees upon employment termination. 
 
Accrued Liabilities - Obligations incurred but unpaid at June 30 are reported as accrued liabilities in the 
accompanying financial statements.  These liabilities consisted of Accounts Payable, Accrued Expenses, 
Advances Payable, Notes Payable, and Withholdings Payable totaling $1,963,337 at June 30, 2017, of 

which $1,442,210 is considered current. 
 

Exchange and Non-Exchange Transactions - Revenue resulting from exchange transactions, in which each 
party gives and receives essentially equal value, is recorded on the accrual basis when the exchange takes 
place. Non-exchange transactions, in which the School receives value without directly giving equal value 
in return, include grants, entitlements and donations.  Revenue from grants, entitlements and donations 
is recognized in the fiscal year in which all eligibility requirements have been satisfied.  Eligibility 
requirements include timing requirements, which specify the year when the resources are required to be 
used or the fiscal year when use is first permitted, matching requirements, in which the School must 
provide local resources to be used for a specified purpose, and expenditures requirements, in which the 
resources are provided to the School on a reimbursement basis. 

 
Deferred Inflows and Deferred Outflows of Resources - In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of resources represent a consumption of net position that applies to future periods and will not be 
recognized as an outflow of resources (expense/expenditure) until then. For the School, deferred outflows 
of resources are reported on the statement of net position for pension (Note 9). 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Deferred Inflows and Deferred Outflows of Resources (continued) 
 
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to future 
periods and will not be recognized until that time. These amounts have been recorded as a deferred inflow 
on the statement of net position. These amounts are deferred and recognized as an inflow of resources 
in the period the amounts become available. Deferred inflows of resources related to pension are 
reported on the statement of net position. (See Note 9) 

     
Net Position - Net position represents the difference between assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources. Net Position is reported as restricted when there are 
limitations imposed on their use through external restriction imposed by creditors, grantors, or laws and 
regulations of other governments.  The School applies restricted resources when an expense is incurred 
for purposes for which both restricted and unrestricted Net Position are available. Net Position invested 
in capital assets consist of capital assets, net of accumulated depreciation, reduced by the outstanding 
balances of any borrowings used for the acquisition, construction, or improvement of those assets. 
 
Operating and Non-Operating Revenues and Expenses - Operating revenues are those revenues that are 
generated directly from the primary activities of the School.  For the School, these revenues are primarily 
the State Foundation program.  Operating expenses are necessary costs incurred to provide the good or 
service that is the primary activity of the School.  All revenues and expenses not meeting this definition 
are reported as non-operating.   

 
Non-operating revenues are those revenues that are not generated directly from the primary activities of 
the School.  Various federal and state grants, interest earnings, if any, and other miscellaneous revenues 
comprise the non-operating revenues of the School.  Interest and fiscal charges on outstanding 
obligations, as well as gain or loss on capital asset disposals, if any comprise the non-operating expenses. 

 
Pensions - For purposes of measuring the net pension liability, deferred outflows of resources and 
deferred inflows of resources related to pensions and pension expense, information about the fiduciary 
net position of the pension plans and additions to/deletions from their fiduciary net positon have been 
determined on the same basis as they are reported by the pension systems. For this purpose, benefit 
payments (including refunds of employee contributions) are recognized when due and payable in 
accordance with the benefit terms. The pension systems report investments at fair value. 

 
Implementation of New Accounting Principles - For the fiscal year ended June 30, 2017, the School has 
implemented Governmental Accounting Standards Board (GASB) Statement No. 77, Tax Abatement 
Disclosures, GASB Statement No. 78, Pensions Provided through Certain Multiple-Employer Defined 
Benefit Pension Plans, GASB Statement No. 80, Blending Requirements for Certain Component Units - an 
amendment of GASB Statement No. 14 and GASB Statement No. 82, Pension Issues - an amendment of 
GASB Statements No. 67, No. 68, and No. 73. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Implementation of New Accounting Principles (continued) 
 
GASB Statement No. 77 requires disclosure of tax abatement information about (1) a reporting 
government’s own tax abatement agreements and (2) those that are entered into by other governments 
and that reduce the reporting government’s tax revenues. The implementation of GASB Statement No. 
77 did not have an effect on the financial statements of the School.  
 
GASB Statement No. 78 amends the scope of GASB Statement No. 68 to exclude certain multiple-employer 
defined benefit pension plans provided to employees of state and local governments on the basis that 
obtaining the measurements and other information required by GASB Statement No. 68 was not feasible. 
The implementation of GASB Statement No. 78 did not have an effect on the financial statements of the 
School. 
 
GASB Statement No. 80 amends the blending requirements for the financial statement presentation of 
component units of all state and local governments. The additional criterion requires blending of a 
component unit incorporated as a not-for-profit corporation in which the primary government is the sole 
corporate member. The implementation of GASB Statement No. 80 did not have an effect on the financial 
statements of the School. 
 
GASB Statement No. 82 improves consistency in the application of pension accounting. These changes 
were incorporated in the School’s fiscal year 2017 financial statements; however, there was no effect on 
beginning net position. 
 

NOTE 3 - CASH AND CASH EQUIVALENTS 
 
The following information classifies deposits by category of risk as defined in GASB Statement No.3 
“Deposits with Financial Institutions, Investments (including Repurchase Agreements) and Reverse 
Repurchase Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk 
Disclosures”. 

 
The School maintains its cash balances at one financial institution, PNC Bank, located in Ohio. The balances 
are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account. 
At June 30, 2017, the book amount of the School’s deposits was $3,955 and the bank balance was $33,521.  

 
The School had no deposit policy for custodial risk beyond the requirement of state statute. Ohio law 
requires that deposits either be insured or be protected by eligible securities pledged to and deposited 
either with the School or a qualified trustee by the financial institution as security for repayment or by a 
collateral pool of eligible securities deposited with a qualified trustee to secure repayment of all public 
monies deposited in the financial institution whose market value shall be at least 105% of deposits being 
secured. At June 30, 2017, none of the bank balance was exposed to custodial credit risk. 
 

 
 
 

Attachment 26: Audited Financial Statements Page 4654



OHIO COLLEGE PREPARATORY SCHOOL  
CUYAHOGA COUNTY, OHIO 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2017  

 

20 

NOTE 4 -ACCOUNTS RECEIVABLE 
 

The School has receivables from other government sources totaling $35,329 at June 30, 2017.  These 
receivables represented monies earned from the State Aid Foundation and Medicaid, but not received as 
of June 30, 2017. The monies are expected to be collected within one year. 

 

NOTE 5 - CAPITAL ASSETS  
 
For the period ending June 30, 2017, the School’s capital assets consisted of the following: 

  

Balance    
06/30/16  Additions  Deletions  

Balance  
06/30/17 

Capital Assets:         
 Computers & Technology   $    285,474    $                -    $          -    $    285,474  
 Furniture, Fixtures, & Equipment       110,808  -  -       110,808 
 Textbooks  29,945  -  -  29,945 

Total Capital Assets    426,227           -               -     426,227 
         

Less Accumulated Depreciation:         

 Computers & Technology         (256,127)   (29,347)          -         (285,474)  

 Furniture, Fixtures, & Equipment       (90,655)       (20,153)  -       (110,808) 

 Textbooks  (9,982)  (9,982)  -  (19,964) 

Total Accumulated Depreciation    (356,764)   (59,482)                   -      (416,246) 

Capital Assets, Net   $    69,463     $   (59,482)    $          -     $    9,981  

 
NOTE 6 - ADVANCES PAYABLE 
 
During the fiscal year ending 2017, the School received working capital advances from Charter School 
Capital and Charter Asset Management through a receivables purchase agreement. As the School receives 
its monthly State funding, these advances are repaid, however, the School may elect to receive future 
advances by entering into additional agreements.  The School also had $48,758 outstanding at the 
beginning of fiscal year 2017 due to I CAN Schools. This amount was paid off during 2017. Interest paid on 
all outstanding advances payable during the year was 136,871. 
 
The total amount of advances outstanding from both sources at June 30, 2017 was $720,000.  The activity 
for the year is reflected as follows: 

 

Balance 
6/30/2016 Additions Reductions

Balance 
6/30/2017

Charter School Capital 574,100$        720,000$       (574,100)$       720,000$        
I CAN Schools 48,758            - (48,758)           -                 
Charter Asset Management -                 1,704,920      (1,704,920)      -                 

622,858$        2,424,920$    (2,327,778)$     720,000$        
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NOTE 7 - LONG-TERM OBLIGATIONS AND NOTES PAYABLE 
 
   The changes in the School’s long-term obligations during fiscal year 2017 were as follows: 
 

Net Pension Liability:  

Principal 
Outstanding

06/30/16  Additions  Reductions  

Principal 
Outstanding

06/30/17  

Due 
within 

One Year 

STRS  $   3,143,838  $                   -         $ (216,419)  $   2,927,419  $            -  
SERS  572,000  211,977  -  783,977  - 

Total Net Pension Liability  3,715,838  211,977  (216,419)  3,711,396  - 

           
Notes Payable  569,455  45  -  569,500  48,373 

           
Total Long-Term Obligations  $   4,285,293   $ 212,022  $ (216,419)  $   4,280,896  $ 48,373 

 
The School had notes payable totaling $569,500 which were converted on June 30, 2016 from advances 
payable. The first note is from Northeast Ohio College Preparatory School in the amount of $105,000. 
The note began on June 30, 2016 and matures on June 30, 2026. The annual interest rate is 3.5%. The 
second note is from Cleveland College Preparatory School in the amount of $464,500. The note began 
on June 30, 2016 and matures on June 30, 2026. The annual interest rate is 3.5%. No principal interest 
payments were made during 2017. 
 
Future obligations under the note are as follows: 
 

Fiscal Year Ending   CCP   NEO 

June 30   Amount  Amount 

      

2018   $    55,119  $    12,460 

2019   55,119  12,460 

2020   55,119  12,460 
2021   55,119  12,460 
2022  55,119  12,460 

2023-2026  275,595  62,296 

Total minimum payments   551,190   124,596 

Less: amount representing interest   (86,690)   (19,596) 

Principal Amount of future payments   $    464,500   $    105,000 
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NOTE 8 - RISK MANAGEMENT 
 

Property & Liability - The School is exposed to various risks of loss related to torts; theft of, damage to, 
and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  During the 
fiscal year ending June 30, 2014, the School contracted with Cincinnati Insurance Company for general 
liability insurance with a $1,000,000 each occurrence/ $2,000,000 annual aggregate, as well as, an 
umbrella policy with a $10,000,000 aggregate limit.  The School also had a $1,000,000 School Leaders 
policy in place through National Union Fire Insurance. There were no settlements in excess of insurance 
coverage over the past three years, nor was insurance coverage significantly reduced during the year from 
the prior year.  

 
Workers’ Compensation - The School pays the State Worker’s Compensation System a premium for 
employee injury coverage.  The premium is calculated by multiplying the monthly total gross payroll by a 
factor that is calculated by the State.  

 
Employee Medical and Dental Benefits - The School provides medical, vision, and dental insurance 
benefits through Anthem to all full-time employees. During the School year, the School paid 90% of the 
monthly premiums for all employees. 

 

NOTE 9 - DEFINED BENEFIT PENSIONS PLANS 
  

Net Pension Liability - The net pension liability reported on the statement of net position represents a 
liability to employees for pensions. Pensions are a component of exchange transactions—between an 
employer and its employees—of salaries and benefits for employee services.  Pensions are provided to an 
employee—on a deferred-payment basis—as part of the total compensation package offered by an 
employer for employee services each financial period.  The obligation to sacrifice resources for pensions 
is a present obligation because it was created as a result of employment exchanges that already have 
occurred. 
 
The net pension liability represents the School’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   
 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which pensions are financed; however, the School 
does receive the benefit of employees’ services in exchange for compensation including pension.  
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Net Pension Liability (continued) 
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State legislature.  Any resulting legislative change to benefits or funding could 
significantly affect the net pension liability.  Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability 
on the accrual basis of accounting.  Any liability for the contractually-required pension contribution 
outstanding at the end of the year is included in withholding payable on the accrual basis of accounting.   
 
School Employees Retirement System (SERS) 
 
Plan Description – School non-teaching employees participate in SERS, a cost-sharing multiple-employer 
defined benefit pension plan administered by SERS.  SERS provides retirement, disability and survivor 
benefits, annual cost-of-living adjustments, and death benefits to plan members and beneficiaries.  
Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  SERS issues a 
publicly available, stand-alone financial report that includes financial statements, required supplementary 
information and detailed information about SERS’ fiduciary net position.  That report can be obtained by 

visiting the SERS website at www.ohsers.org under Employers/Audit Resources. 
 

Age and service requirements for retirement are as follows: 
 

 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
One year after an effective benefit date, a benefit recipient is entitled to a three percent cost-of-living 
adjustment (COLA).  This same COLA is added each year to the base benefit amount on the anniversary 
date of the benefit. 
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
School Employees Retirement System (SERS) (continued) 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the School is required to contribute 14 percent of annual covered payroll.  The contribution requirements 
of plan members and employers are established and may be amended by the SERS’ Retirement Board up 
to statutory maximum amounts of 10 percent for plan members and 14 percent for employers.  The 
Retirement Board, acting with the advice of the actuary, allocates the employer contribution rate among 
four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care 
Fund).  For the fiscal year ended June 30, 2017, the allocation to pension, death benefits, and Medicare B 
was 14 percent.  SERS did not allocate any employer contributions to the Health Care Fund for fiscal year 
2017. 
 
The School’s contractually required contribution to SERS was $44,326 for fiscal year 2017.   
 
State Teachers Retirement System (STRS) 
 
Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307.  
The DB plan offers an annual retirement allowance based on final average salary multiplied by a 
percentage that varies based on years of service.  Effective August 1, 2015, the calculation was 2.2 percent 
of final average salary for the five highest years of earnings multiplied by all years of service. Members 
are eligible to retire at age 60 with five years of qualifying service credit, or at age 55 with 26 years of 
service, or 31 years of service regardless of age.  Eligibility changes will be phased in until August 1, 2026, 
when retirement eligibility for unreduced benefits will be five years of service credit and age 65, or 35 
years of service credit and at least age 60. 

 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination 
of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 

State Teachers Retirement System (STRS) (continued) 
 
Plan Description (continued) 
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
Member contributions to the DC Plan are allocated among investment choices by the member, and 
contributions to the DB Plan from the employer and the member are used to fund the defined benefit 
payment at a reduced level from the regular DB Plan. The defined benefit portion of the Combined Plan 
payment is payable to a member on or after age 60 with five years of service. The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity 
after termination of employment at age 50 or later. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another STRS plan.  The optional annuitization of a member’s defined contribution account or the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of investment gain or loss on the account.  STRS has therefore included all three plan 
options as one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance.  

 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2017, plan members were required to contribute 14 percent of their annual covered salary. The School 
was required to contribute 14 percent; the entire 14 percent was the portion used to fund pension 
obligations.  The fiscal year 2017 contribution rates were equal to the statutory maximum rates. 
 
The School’s contractually required contribution to STRS was $150,470 for fiscal year 2017.   
 

NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions - The net pension liability was measured as of July 1 2016, and the total 
pension liability used to calculate the net pension liability was determined by an independent actuarial 
valuation as of that date. The School's employer allocation percentage of the net pension liability was 
based on the employer’s share of employer contributions in the pension plan relative to the total 
employer contributions of all participating employers. Following is information related to the 
proportionate share and pension expense: 
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions (continued) 
 

 
 

Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, changes in assumptions and changes in the School’s proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods. The difference between projected and actual investment 
earnings is recognized in pension expense using a straight line method over a five year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight line method. Employer 
contributions to the pension plan subsequent to the measurement date are also required to be reported 
as a deferred outflow of resources.  
 
At June 30, 2017, the School reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  

 

STRS SERS Total
Proportionate Share of the Net 
  Pension Liability 2,927,419$          783,977$            3,711,396$         
Proportion of the Net Pension Liability:

Current Measurement Date 0.00874561% 0.01071145%
Prior Measurement Date 0.01137544% 0.01002439%

Change in Proportionate Share -0.00262983% 0.00068706%

Pension Expense 732,612$             233,852$            966,464$           

STRS SERS Total
Deferred Outflows of Resources

Differences between Expected and 
  Actual Experience 118,280$             10,575$             128,855$           
Net Difference between Projected and 
  Actual Earnings on Pension Plan Investments 243,056 64,666 307,722
Changes of Assumptions 0 52,335 52,335

Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 1,631,122 312,245 1,943,367
School Contributions Subsequent to the 
  Measurement Date 150,470 44,326 194,796
Total Deferred Outflows of Resources 2,142,928$          484,147$            2,627,075$         

Deferred Inflows of Resources

Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 572,423$             0$                     572,423$           
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions (continued) 
 
$194,796 reported as deferred outflows of resources related to pension resulting from School 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2018.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to pension will be recognized in pension expense as follows: 

 

 
 

Actuarial Assumptions – SERS - SERS’ total pension liability was determined by their actuaries in 
accordance with GASB Statement No. 67, as part of their annual actuarial valuation for each defined 
benefit retirement plan.  Actuarial valuations of an ongoing plan involve estimates of the value of reported 
amounts (e.g., salaries, credited service) and assumptions about the probability of occurrence of events 
far into the future (e.g., mortality, disabilities, retirements, employment termination).  Actuarially 
determined amounts are subject to continual review and potential modifications, as actual results are 
compared with past expectations and new estimates are made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point.  The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant.  In many cases actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2016, are presented below: 
 

 

STRS SERS Total
Fiscal Year Ending June 30:

2018 575,584$             183,011$            758,595$           
2019 575,583 179,451 755,034
2020 315,538 58,770 374,308
2021 (46,670) 18,589 (28,081)

1,420,035$          439,821$            1,859,856$         
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS (continued) 

 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection and a five year age set-back for both males and females.  Mortality among 
service retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection with Scale BB, 120 percent of male rates and 110 percent of female rates.  
Mortality among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 percent 
for male rates and 100 percent for female rates, set back five years is used for the period after disability 
retirement.  
 
The actuarial assumptions used in the June 30, 2016 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, payroll 
growth assumption and assumed real wage growth were reduced in the June 30, 2016 actuarial valuation.  
The rates of withdrawal, retirement and disability updated to reflect recent experience and mortality rates 
were also updated. 
 
The long-term return expectation for the Pension Plan Investments has been determined by using a 
building-block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating an arithmetic weighted average of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the expected return from rebalancing uncorrelated asset classes. The target allocation and best estimates 
of arithmetic real rates of return for each major assets class are summarized in the following table: 

 

 
 

Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute.  Projected inflows from investment earnings were calculated using the long-term assumed 
investment rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of projected 
benefits to determine the total pension liability.   
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the School’s proportionate share of the net pension liability calculated using 
the discount rate of 7.50 percent, as well as what each plan’s net pension liability would be if it were 
calculated using a discount rate that is one percentage point lower (6.50 percent), or one percentage 
point higher (8.50 percent) than the current rate. 
 

 
Actuarial Assumptions – STRS - The total pension liability in the June 30, 2016, actuarial valuation was 
determined using the following actuarial assumptions, applied to all periods included in the 
measurement:  
 

 
Mortality rates were based on the RP-2000 Combined Mortality Table (Projection 2022—Scale AA) for 
Males and Females.  Males’ ages are set-back two years through age 89 and no set-back for age 90 and 
above.  Females younger than age 80 are set back four years, one year set back from age 80 through 89 
and no set back from age 90 and above.   
 
Actuarial assumptions used in the June 30, 2016, valuation are based on the results of an actuarial 
experience study, effective July 1, 2012. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
 

 

1% Decrease
(6.50%)

Current 
Discount Rate

(7.50%)
1% Increase 

(8.50%)
School's Proportionate Share
  of the Net Pension Liability 1,037,940$          783,977$            571,404$           
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – STRS (continued) 
 
*10-year annualized geometric nominal returns, which include the real rate of return and inflation of 2.50 
percent and does not include investment expenses. The total fund long-term expected return reflects 
diversification among the asset classes and therefore is not a weighted average return of the individual 
asset classes.  
 
Discount Rate The discount rate used to measure the total pension liability was 7.75 percent as of June 
30, 2016. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate increases 
described above. For this purpose, only employer contributions that are intended to fund benefits of 
current plan members and their beneficiaries are included.  Projected employer contributions that are 
intended to fund the service costs of future plan members and their beneficiaries, as well as projected 
contributions from future plan members, are not included.  Based on those assumptions, STRS’ fiduciary 
net position was projected to be available to make all projected future benefit payments to current plan 
members as of June 30, 2016.  Therefore, the long-term expected rate of return on pension plan 
investments of 7.75 percent was applied to all periods of projected benefit payment to determine the 
total pension liability as of June 30, 2016. 
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the School's proportionate share of the net pension liability as of June 
30, 2016, calculated using the current period discount rate assumption of 7.75 percent, as well as what 
the School's proportionate share of the net pension liability would be if it were calculated using a discount 
rate that is one-percentage-point lower (6.75 percent) or one-percentage-point higher (8.75 percent) than 
the current rate: 

 
Changes Between Measurement Date and Report Date  In March 2017, the STRS Board adopted certain 
assumption changes which will impact their annual actuarial valuation prepared as of June 30, 2017.  The 
most significant change is a reduction in the discount rate from 7.75 percent to 7.45 percent.  In April 
2017, the STRS Board voted to suspend cost of living adjustments granted on or after July 1, 
2017.  Although the exact amount of these changes is not known, the overall decrease to School’s net 
pension liability is expected to be significant.   
 
 
 
 
 
 
 

1% Decrease
(6.75%)

Current 
Discount Rate

(7.75%)
1% Increase 

(8.75%)
School's Proportionate Share
  of the Net Pension Liability 3,890,302$          2,927,419$         2,115,171$         
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NOTE 10 - POSTEMPLOYMENT BENEFITS 
 
School Employees Retirement System (SERS) 
 
Health Care Plan Description - The School contributes to the SERS Health Care Fund, administered by SERS 
for non-certificated retirees and their beneficiaries.  For GASB 45 purposes, this plan is considered a cost-
sharing, multiple-employer, defined benefit other postemployment benefit (OPEB) plan.  The Health Care 
Plan includes hospitalization and physicians’ fees through several types of plans including HMO’s, PPO’s, 
Medicare Advantage, and traditional indemnity plans as well as a prescription drug program. The financial 
report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be obtained 
on SERS’ website at www.ohsers.org under Employers/Audit Resources 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Health care is financed through a combination of employer contributions and 
retiree premiums, copays and deductibles on covered health care expenses, investment returns, and any 
funds received as a result of SERS’ participation in Medicare programs. Active employee members do not 
contribute to the Health Care Plan.  Retirees and their beneficiaries are required to pay a health care 
premium that varies depending on the plan selected, the  number of qualified years of service, Medicare 
eligibility and retirement status. 

 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required basic benefits, the Retirement Board 
allocates the remainder of the employer contribution of 14 percent of covered payroll to the Health Care 
Fund. For fiscal year 2017, SERS did not allocate any employer contributions to the Health Care fund.   In 
addition, employers pay a surcharge for employees earning less than an actuarially determined minimum 
compensation amount, pro-rated according to service credit earned. For fiscal year 2017, this amount was 
$23,500.  Statutes provide that no employer shall pay a health care surcharge greater than 2 percent of 
that employer’s SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the 
total statewide SERS-covered payroll for the health care surcharge. For fiscal year 2017, the School’s 
surcharge obligation was $3,545. 

 
For fiscal years 2016 and 2017, SERS did not allocate employer contributions to the Health Care fund.  The 
School’s contributions for health care for the fiscal year ended June 30, 2015, was $1,246. The full amount 
has been contributed for fiscal year 2015. 
 
State Teachers Retirement Systems (STRS) 

 
Plan Description – The School participates in the cost-sharing multiple-employer defined benefit Health 
Plan administered by the State Teachers Retirement System of Ohio (STRS) for eligible retirees who 
participated in the defined benefit or combined pension plans offered by STRS.  Ohio law authorizes STRS 
to offer this plan.  Benefits include hospitalization, physicians’ fees, prescription drugs and reimbursement 
of monthly Medicare Part B premiums.  The Plan is included in the report of STRS which can be obtained 
by visiting www.strsoh.org or by calling (888) 227-7877. 
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NOTE 10 - POSTEMPLOYMENT BENEFITS (continued) 
 
State Teachers Retirement Systems (STRS) (continued) 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS Ohio to offer the Plan and gives the 
Retirement Board authority over how much, if any, of the health care costs will be absorbed by STRS.  
Active employee members do not contribute to the Health Care Plan.  All benefit recipients, for the most 
recent year, pay a monthly premium.  Under Ohio law, funding for post-employment health care may be 
deducted from employer contributions.  For fiscal years 2017, 2016 and 2015, STRS did not allocate any 
employer contributions to post-employment health care; therefore, the School did not contribute to 
health care in the last three fiscal years. 
 

NOTE 11 - CONTINGENCIES  
 

Grants - The School received financial assistance from federal and state agencies in the form of grants.  
Amount received from grantor agencies are subject to audit and adjustment by the grantor.  Any 
disallowed costs may require refunding to the grantor.  Amount which may be disallowed, if any, are not 
presently determinable.  However, in the opinion of the School, any such adjustments will not have a 
material adverse effect on the financial position of the School.  

 
Litigation - There are currently no matters in litigation with the School as defendant. 

 
Full-time Equivalency - School foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  

 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE did not perform such a review on the School for fiscal year 2017.  

 
As of the date of this report, all ODE adjustments through fiscal year 2017 have been completed. In 
addition, the School’s contracts with their Sponsor and Management Company require payment based on 
revenues received from the State. A reconciliation between payments previously made and the FTE 
adjustments have taken place with these contracts. 
 

NOTE 12 - SPONSOR CONTRACT 
 

The School contracted with Ohio Council of Community Schools (OCCS) as its sponsor and oversight 
services as required by law.  Sponsorship fees are calculated as a 2.25% percent of state funds received 
by the School from the State of Ohio. For the fiscal year ended June 30, 2017, the total sponsorship fees 
paid totaled $55,389.  
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NOTE 13 - MANAGEMENT CONTRACT AND DEBT FOREGIVENESS 
 

The School entered into an agreement with I CAN Schools, a local nonprofit management company, to 
provide legal, financial, and other management support services for fiscal year 2017. The agreement was 
for a period of five years beginning July 1, 2013. Management fees are calculated as 18% of the total 
revenues received from the State of Ohio. The total amount due from the School for the fiscal year ending 
June 30, 2017 was $540,874 and is included under “Purchased Services” on the Statement of Revenues, 
Expenses and Changes in Net Position. 
 
The School terminated their management agreement with ICAN Schools on March 2, 2017 and entered 
into a new agreement with Accel Schools effective May 1 ,2017 through June 30, 2027. Management fees 
are to be calculated as 18% of the total revenues received from the State of Ohio. $67,596 was accrued 
under this new agreement as of June 30, 2017. 
 
At the end of the fiscal year, I CAN Schools provided debt forgiveness in the amount of $122,017 and other 
vendors provided additional debt forgiveness in the amount of $366,022. This forgiveness was applied 
against open obligations of the School that were owed to I CAN Schools and the other vendors.  
 

NOTE 14 - PURCHASED SERVICES 
 

For the period of July 1, 2016 through June 30, 2017, the School made the following purchased services 
commitments. 

 

Professional and Technical Services   $   811,827  
Property Services                356,411   
Utilities    211,945        
Communications    40,494         
Travel and Meetings   81  

Contractual Trade Services      179,920  
Pupil Transportation            303,028   

     $1,903,706     
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NOTE 15 - LEASE OBLIGATIONS 
  

On February 18, 2013, the School entered into two leases with the Maple Heights Commerce for 20,577 
square feet of space located at 21100 Southgate Park Boulevard, Maple Heights OH 44137.  The School 
renegotiated both leases in May 2017. Under the new leases both are set to expire on September 30, 
2030.  Base rent expense for the fiscal year ended 2017 was $247,687.  Future lease obligations are as 
follows: 

 
Maple Heights 

Commerce One, LLC 
 

 
Maple Heights 

Commerce Two, LLC 
FY2018        $   288,360  FY2018          $     35,640 
FY2019  294,127  FY2019       36,353 
FY2020  300,010  FY2020       37,080 
FY2021  306,010  FY2021       37,821 
FY2022  312,130  FY2022       38,578 

FY2023-27  1,663,717  FY2023-27       204,776 
FY2028-31  1,097,273  FY2028-31       132,959 

Total $ 4,261,627  Total $  523,207 

     
                                  

NOTE 16 – MANAGEMENT PLAN 
 
For fiscal year 2017, the School had a net position of $(3,537,379). The School’s net deficit in fiscal year 
2017 increased from the $(2,480,482) net deficit in fiscal 2016. Enrollment increased in fiscal year 2017 
to 295, up from 263 in fiscal year 2016.  The School’s ability to maintain a stable administrative and 
instructional team along with active advertising via print, radio, mailings and through referrals of current 
parents is anticipated to help produce the likelihood of future enrollment growth leading to surpluses and 
provide an opportunity for the school to recover from its prior deficits.
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2017 2016 2015

School's Proportion of the Net Pension Liability 0.01071145% 0.01002439% 0.00618752%

School's Proportionate Share of the Net Pension Liability 783,977$      572,000$      313,147$      

School's Covered-Employee Payroll 288,864$      151,915$      48,305$       

School's Proportionate Share of the Net Pension Liability 271.40% 376.53% 648.27%
as a Percentage of its Covered-Employee Payroll

Plan Fiduciary Net Position as a Percentage of the 62.98% 69.16% 71.70%
Total Pension Liability

(1) Information prior to 2015 is not available

Amounts presented as of the School's measurement date which is the prior fiscal year end.

 
 

Notes: 
School Employees Retirement System (SERS) 
              Changes of Benefit Terms: None. 
              Changes of Assumptions: Amounts reported in 2017 reflect an adjustment of the rates of     
              withdrawal, retirement and disability to more closely reflect actual experience and the   
              expectation of retired life mortality was based on RP-2014 Blue Collar Mortality Tables and 
              RP-2000 Disabled Mortality Table. The following reductions were also made to the actuarial  
              assumptions: 
  
 . Discount rate from 7.75% to 7.50% 
 . Assumed rate of inflation from 3.25% to 3.00% 
 . Payroll growth assumption from 4.00% to 3.50% 
 . Assumed real wage growth from 0.75% to 0.50% 
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2017 2016 2015

School's Proportion of the Net Pension Liability 0.00874561% 0.01137545% 0.00598589%

School's Proportionate Share of the Net Pension Liability 2,927,419$     3,143,838$    1,455,975$   

School's Covered-Employee Payroll 1,137,471$     1,092,369$    609,031$      

School's Proportionate Share of the Net Pension Liability 257.36% 287.80% 239.06%
as a Percentage of its Covered-Employee Payroll

Plan Fiduciary Net Position as a Percentage of the 66.80% 72.10% 74.70%
Total Pension Liability

(1) Information prior to 2015 is not available

Amounts presented as of the School's measurement date which is the prior fiscal year end.
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2017 2016 2015 2014

Contractually Required Contribution 44,326$    40,441$     20,022$     6,695$     

Contributions in Relation to the Contractually 
Required Contribution (44,326)$   (40,441)$    (20,022)$    (6,695)$    

Contribution Deficiency (Excess) -$         -$           -$          -$        

School's Covered-Employee Payroll 316,614$  288,864$    151,915$   48,305$   

Contributions as a Percentage of
Covered-Employee Payroll 14.00% 14.00% 13.18% 13.86%

(1) Information prior to 2014 is not available
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2017 2016 2015 2014

Contractually Required Contribution 150,470$      159,246$    152,932$      79,174$     

Contributions in Relation to the Contractually 
Required Contribution (150,470)$     (159,246)$   (152,932)$     (79,174)$    

Contribution Deficiency (Excess) -$             -$           -$             -$          

School's Covered-Employee Payroll 1,074,786$   1,137,471$ 1,092,369$   609,031$   

Contributions as a Percentage of
Covered-Employee Payroll 14.00% 14.00% 14.00% 13.00%

(1) Information prior to 2014 is not available
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February 21, 2018 
 
To the Board of Trustees  
Ohio College Preparatory School 
21100 Southgate Park Blvd. 
Maple Heights, Ohio 44137 
 

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 
and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the Ohio College 
Preparatory School, Cuyahoga County, Ohio (the “School”) as of and for the year ended June 30, 2017, 
and the related notes to the financial statements, which collectively comprise the School’s basic financial 
statements, and have issued our report thereon dated February 21, 2018, in which we noted the School has 
suffered recurring losses from operations and has a net position deficit of $3,537,379, including the net 
effect of net pension liability and related accruals totaling $1,656,744, that raises substantial doubt about 
its ability to continue as a going concern.  
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School's internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate in 
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the School’s internal control. Accordingly, we 
do not express an opinion on the effectiveness of the School’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with 
governance.  
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified. 
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Ohio College Preparatory School 
Independent Auditor’s Report on Internal Control over Financial Reporting and on  

Compliance and Other Matters Based on an Audit of Financial Statements  
Performed in Accordance with Government Auditing Standards 

Page 2 of 2 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 
results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 

 
 

 
Medina, Ohio 
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Board of Directors 
Alternative Education Academy 
1830 Adams Street 
Toledo, Ohio 43624 
 
 
We have reviewed the Independent Auditor’s Report of the Alternative Education Academy, 
Summit County, prepared by Rea & Associates, Inc., for the audit period July 1, 2018 through 
June 30, 2019.  Based upon this review, we have accepted these reports in lieu of the audit 
required by Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying 
financial statements and, accordingly, we are unable to express, and do not express an opinion on 
them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Alternative Education Academy is responsible 
for compliance with these laws and regulations. 
 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
January 31, 2020  
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December 15, 2019 
 
To the Board of Directors  
Alternative Education Academy 
Lucas County, Ohio 
1830 Adams Street 
Toledo, Ohio 43624 
 

Independent Auditor's Report 
 
Report on the Financial Statements 
We have audited the accompanying financial statements of the Alternative Education Academy, Lucas County, 
Ohio, (the “School”) as of and for the year ended June 30, 2019, and the related notes to the financial statements, 
which collectively comprise the School’s basic financial statements as listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 
Management is responsible for the preparation and fair presentation of these financial statements in accordance 
with accounting principles generally accepted in the United States of America; this includes the design, 
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial 
statements that are free from material misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit 
in accordance with auditing standards generally accepted in the United States of America and the standards 
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of 
the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the 
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the School’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the School’s internal control. Accordingly, we express no 
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinion. 
 
Opinion 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of the School, as of June 30, 2019, and the changes in its financial position and its cash flows thereof for 
the year then ended in accordance with accounting principles generally accepted in the United States of America. 
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Alternative Education Academy 
Independent Auditor’s Report 
Page 2 of 2 
 
Other Matters 
Required Supplementary Information 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the School’s Proportionate Share of the Net Pension Liability, Schedule of the 
School’s Contributions-Pension, Schedule of the School’s Proportionate Share of the Net OPEB Liability/(Asset), 
and Schedule of the School’s Contributions-OPEB as listed in the table of contents be presented to supplement the 
basic financial statements. Such information, although not a part of the basic financial statements, is required by the 
Governmental Accounting Standards Board who considers it to be an essential part of financial reporting for 
placing the basic financial statements in an appropriate operational, economic, or historical context. We have 
applied certain limited procedures to the required supplementary information in accordance with auditing standards 
generally accepted in the United States of America, which consisted of inquiries of management about the methods 
of preparing the information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic financial 
statements. We do not express an opinion or provide any assurance on the information because the limited 
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance. 
 
Other Information 
Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively 
comprise the School’s basic financial statements. The Schedule of Expenditures of Federal Awards, as required by 
Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, 
and Audit Requirements for Federal Awards is presented for purposes of additional analysis and is not a required 
part of the basic financial statements. 
 
The Schedule of Expenditures of Federal Awards is the responsibility of management and was derived from and 
relates directly to the underlying accounting and other records used to prepare the basic financial statements. Such 
information has been subjected to the auditing procedures applied in the audit of the basic financial statements and 
certain additional procedures, including comparing and reconciling such information directly to the underlying 
accounting and other records used to prepare the basic financial statements or to the basic financial statements 
themselves, and other additional procedures in accordance with auditing standards generally accepted in the United 
States of America. In our opinion, the Schedule of Expenditures of Federal Awards is fairly stated, in all material 
respects, in relation to the basic financial statements as a whole.  
 
Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated December 15, 2019 on 
our consideration of the School’s internal control over financial reporting and on our tests of its compliance with 
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that 
report is solely to describe the scope of our testing of internal control over financial reporting and compliance and 
the results of that testing, and not to provide an opinion on the effectiveness of the School’s internal control over 
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the School’s internal control over financial reporting and 
compliance.  

 
           Medina, Ohio 
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The discussion and analysis of the Alternative Education Academy’s (the School) financial performance 
provides an overall review of the School’s financial activities for the fiscal year ended June 30, 2019.  
The intent of this discussion and analysis is to look at the School’s financial performance as a whole; 
readers should also review the basic financial statements and notes to the basic financial statements to 
enhance their understanding of the School’s financial performance.  
 
The Management’s Discussion and Analysis (MD&A) is an element of the reporting model adopted by 
the Governmental Accounting Standard Board (GASB) in their Statement No. 34 Basic Financial 
Statements – and Management’s Discussion and Analysis – for State and Local Governments issued 
June 1999.  Certain comparative information between the current year and the prior year is required to be 
presented in the MD&A.   
 
Financial Highlights 
 

• In total, net position increased $763,461, which represents a 12 percent increase from 2018.   
 
• Total assets decreased $2,021,933 during 2019.  

 
• Liabilities decreased $2,364,204 during 2019.  

 
The net pension liability (NPL) is the largest single liability reported by the School at June 30, 2019, and 
is reported pursuant to GASB Statement 68, Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27.   In a prior period, the School also adopted GASB Statement 75, 
Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions.  For reasons 
discussed below, many end users of this financial statement will gain a clearer understanding of the 
School’s actual financial condition by adding deferred inflows related to pension and OPEB, the net 
pension liability and the net OPEB liability to the reported net position and subtracting deferred outflows 
related to pension and OPEB and the net OPEB asset. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension/OPEB liability.  GASB 68 and GASB 75 take an 
earnings approach to pension and OPEB accounting; however, the nature of Ohio’s statewide 
pension/OPEB plans and state law governing those systems requires additional explanation in order to 
properly understand the information presented in these statements. 

 
GASB 68 and GASB 75 require the net pension liability and the net OPEB asset/liability to equal the 
School’s proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service.  

2 Minus plan assets available to pay these benefits. 
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GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, 
benefits, and the promise of a future pension and other postemployment benefits.  GASB noted that the 
unfunded portion of this promise is a present obligation of the government, part of a bargained-for benefit 
to the employee, and should accordingly be reported by the government as a liability since they received 
the benefit of the exchange.  However, the School is not responsible for certain key factors affecting the 
balance of these assets/liabilities.  In Ohio, the employee shares the obligation of funding pension benefits 
with the employer.  Both employer and employee contribution rates are capped by State statute.  A 
change in these caps requires action of both Houses of the General Assembly and approval of the 
Governor.  Benefit provisions are also determined by State statute.  The Ohio revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients.  The retirement 
systems may allocate a portion of the employer contributions to provide for these OPEB benefits. 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a 
specific, legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension/OPEB plan as against the public employer.  State law 
operates to mitigate/lessen the moral obligation of the public employer to the employee, because all 
parties enter the employment exchange with notice as to the law.  For STRS, the plan’s fiduciary net 
OPEB position was sufficient to cover the plan’s total OPEB liability resulting in a net OPEB asset for 
fiscal year 2019 that is allocated to each school based on its proportionate share. The retirement system is 
responsible for the administration of the pension and OPEB plans.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability reported by the retirement boards. As 
explained above, changes in benefits, contribution rates, and return on investments affect the balance of 
these liabilities, but are outside the control of the local government.  In the event that contributions, 
investment returns, and other changes are insufficient to keep up with required payments, State statute 
does not assign/identify the responsible party for the unfunded portion.  Due to the unique nature of how 
the net pension liability and the net OPEB liability are satisfied, these liabilities are separately identified 
within the long-term liability section of the statement of net position. 
 
In accordance with GASB 68 and GASB 75, the School’s statements include an annual pension expense 
and an annual OPEB expense for their proportionate share of each plan’s change in net pension liability 
and net OPEB asset/liability, respectively, not accounted for as deferred inflows/outflows.  
 
Using this Financial Report 
 
This report consists of the required supplementary information, the basic financial statements, notes to 
those statements and notes to the required supplementary information.  The basic financial statements 
include a Statement of Net Position, a Statement of Revenues, Expenses and Changes in Net Position, and 
a Statement of Cash Flows.  
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Statement of Net Position 
 
The Statement of Net Position answers the question of how the School did financially during fiscal year 
June 30, 2019.  This statement includes all assets, deferred outflows of resources, liabilities, deferred 
inflows of resources, and net position, both financial and capital, and current and long-term using the 
accrual basis of accounting and economic resources focus, which is similar to the accounting used by 
most private-sector companies.  This basis of accounting takes into account all revenues and expenses 
during the year, regardless of when the cash is received or expended.  
 
Table 1 provides a summary of the School’s net position for fiscal years 2019 and 2018. 
 

2019 2018 Change
Assets
Current Assets 1,484,016$    3,528,009$    (2,043,993)$   
Net OPEB Asset 420,343 0 420,343
Other Noncurrent Assets 354,178 752,461 (398,283)
Total Assets 2,258,537 4,280,470 (2,021,933)

Deferred Outflows 3,672,326 3,069,419 602,907

Liabilities
Current Liabilities 511,656 1,481,050 (969,394)
Net Pension/OPEB Liabilities 7,472,874 7,438,945 33,929
Other Long Term Liabilities 355,455 1,784,194 (1,428,739)
Total Liabilities 8,339,985 10,704,189 (2,364,204)

Deferred Inflows 3,002,188 2,820,471 181,717

Net Position
Unrestricted (5,411,310) (6,174,771) 763,461
Total Net Position (5,411,310)$   (6,174,771)$   763,461$       

(Table 1)
Statement of Net Position

 
Current assets decreased significantly primarily due to a decrease in cash from accelerating payments on 
payables due to change in management company for fiscal year 2019 coupled with expenses exceeding 
revenues. The decreases in current assets, other noncurrent assets, current liabilities and other long-term 
liabilities were also caused by decrease in state aid payable from full-time equivalent (FTE) true-up and 
the corresponding management fee and sponsor fee receivables as a percentage of the FTE adjustment.  
 
There was a significant change in net pension/OPEB liability/asset for the School.  These fluctuations are 
due to changes in the actuarial liabilities/assets and related accruals that are passed through to the 
School’s financial statements  All components of pension and OPEB accruals contribute to the 
fluctuations in deferred outflows/inflows and NPL/NOL/NOA and are described in more detail in their 
respective notes. 
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Statement of Revenues, Expenses, and Changes in Net Position 
 
Table 2 shows the change in net position for fiscal years 2019 and 2018.  
 

2019 2018 Change

Operating Revenue 14,223,293$  10,963,943$  3,259,350$    
Non-Operating Revenue 1,135,413 891,241 244,172
Total Revenue 15,358,706 11,855,184 3,503,522

Operating Expenses 14,595,245 9,139,872 5,455,373

Change in Net Position 763,461$       2,715,312$    (1,951,851)$   

(Table 2)
Change in Net Position

 
The increase in overall revenues was due to an increase in the School’s State aid due to a significant 
increase in full-time equivalency (FTE) enrollment.  The School’s most significant expense, “Purchased 
Services: Management Fees” increased in relation to the increase in State aid because of the management 
agreement in place between the School and ACCEL.  The agreement provides that specific percentages of 
the revenues received by the School will be paid to ACCEL to fund operations (See notes to the basic 
financial statements, note 9).  
 
The increase in operating expenses is also impacted by the changes in Pension and OPEB Expense, which 
are primarily associated to changes in the School’s proportionate share of the net pension liability, net 
OPEB liability/asset and related accruals. As previously indicated, these items are explained in detail 
within their respective notes. 
 
Capital Assets  
 
For the year ended June 30, 2019, all assets had been fully depreciated in a prior fiscal year. See Note 7 
for further information. 
 
Current Financial Issues 
 
Alternative Education Academy received revenue for 1,931 student in 2019 and 1,492 students in 2018. 
Alternative Education Academy is different from many other schools as it provides education in a 
distance-learning environment to students in nearly every county in the State of Ohio. State law governing 
community schools allows for the School to have open enrollment across traditional school district 
boundaries.   
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The School receives its support almost entirely from state aid.  Per pupil revenue from state aid for the 
School averaged $7,366 in fiscal year 2019. The School receives additional revenue from grant subsidies. 
 
Although there is a possibility that State aid will be cut in future years due to the economic climate, the 
School feels that the relationship with the management company will insulate them from any significant 
change.  The relationship brings stability to the School since specific percentages of revenues are payable 
to the management company (See notes to the basic financials statements, note 9). 
 
Contacting the School’s Financial Management 
 
This financial report is designed to provide our readers with a general overview of the School’s finances 
and to show the School’s accountability for the money it receives.  If you have questions about this report 
or need additional information, contact the Fiscal Officer at 3320 West Market Street, Suite 300, 
Fairlawn, Ohio  44333. 
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ASSETS

Current Assets
Cash & Cash Equivalents 1,070,359$                  
Management Fees Receivable 294,106
Grant Funding Receivable 74,892
Accounts Receivable 0
Sponsor Fee Receivable 32,341
Bank Fee Receivable 6,728
Prepaid Insurance 5,590
Total Current Assets 1,484,016

Noncurrent Assets
Management Fees Receivable 354,178
Net OPEB Asset 420,343
Total Noncurrent Assets 774,521

Total Assets 2,258,537

DEFERRED OUTFLOWS OF RESOURCES
Pension 3,381,053
OPEB 291,273
Total Deferred Outflows of Resources 3,672,326

LIABILITIES

Current Liabilities
State Aid Payable 312,879
Continuing Fees Payable 96,825
Accounts Payable 18,596
Safety Grant Payable 8,464
Grant Funding Payable 74,892
Total Current Liabilities 511,656

Long Term Liabilities
State Aid Payable 355,455
Net Pension Liability 6,936,203
Net OPEB Liability 536,671
Total Long Term Liabilities 7,828,329

Total Liabilities 8,339,985

DEFERRED INFLOWS OF RESOURCES
Pension 1,964,709
OPEB 1,037,479
Total Deferred Inflows of Resources 3,002,188

NET POSITION
Unrestricted (5,411,310)$                

Alternative Education Academy

Statement of Net Position
June 30, 2019

Lucas County, Ohio

8
See accompanying notes to the basic financial statements.
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OPERATING REVENUES

State Aid 14,062,760$                
Facilities Aid 49,555
Casino Revenue 110,978

Total Operating Revenues 14,223,293

OPERATING EXPENSES

Purchased Services: Management Fees 13,778,829
Purchased Services: Grant Programs 1,103,537
Pension and OPEB (807,603)
Sponsorship Fees 394,931
Other Expenses 125,551

Total Operating Expenses 14,595,245

Operating Income (Loss) (371,952)

NON-OPERATING REVENUES

Federal and State Grants 1,103,537
Miscellaneous Revenue 20,100
Interest 11,776

Total Non-Operating Revenues 1,135,413

Change in Net Position 763,461

Net Position Beginning of Year (6,174,771)

Net Position End of Year (5,411,310)$                

Alternative Education Academy

Statement of Revenues, Expenses, and Changes in Net Position
For the Fiscal Year Ended June 30, 2019

Lucas County, Ohio

9
See accompanying notes to the basic financial statements.
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INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH FLOWS FROM OPERATING ACTIVITIES

Cash Received From State Aid 12,527,603$               
Cash Payments To Management Company (15,052,663)
Cash Payments to Sponsor (411,492)
Other Cash Payments (131,945)

                                     
Net Cash Used for Operating Activities (3,068,497)

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Cash Received From Grant Programs 1,064,166
Cash Received From Miscellaneous Revenue 20,100

Net Cash Received From Noncapital Financing Activities 1,084,266

CASH FLOWS FROM INVESTING ACTIVITIES

Cash Received From Interest 11,776

Net Decrease in Cash and Cash Equivalents (1,972,455)

Cash and Cash Equivalents at Beginning of Year 3,042,814
                                    

Cash and Cash Equivalents at End of Year 1,070,359$                 
                                    

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH
USED FOR OPERATING ACTIVITIES

Operating Income (Loss) (371,952)$                   

ADJUSTMENTS TO RECONCILE OPERATING INCOME (LOSS) TO NET
CASH USED FOR OPERATING ACTIVITIES

Changes in Assets, Liabilities, and Deferred Outflows/Inflows:
Accounts Receivable 8,227
Management Fees Receivable 532,384
Sponsor Fee Receivable (16,561)
Bank Fee Receivable (6,728)
Prepaids 334
Deferred Outflows of Resources (602,907)
Deferred Inflows of Resources 181,717
Net OPEB Asset (420,343)
Net Pension/OPEB Liability 33,929
Accounts Payable (57,584)
State Aid Payable (1,695,690)
Continuing Fees Payable (701,159)
Grant Funding Payable 47,836

                                     
Total Adjustments (2,696,545)

                                    
Net Cash Used for Operating Activities (3,068,497)$                

For the Fiscal Year Ended June 30, 2019

Alternative Education Academy

Statement of Cash Flows
Lucas County, Ohio

10
See accompanying notes to the basic financial statements.
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NOTE 1 - DESCRIPTION OF THE SCHOOL AND REPORTING ENTITY 
 
Alternative Education Academy (the School) operating under the trade name as Ohio Distance and Electronic 
Learning Academy (“OHDELA”) is a federal 501(c) (3) tax-exempt, state nonprofit corporation established 
pursuant to Ohio Rev. Code Chapters 3314 and 1702 to maintain and provide a school exclusively for any 
educational, literary, scientific and related teaching service. The School, which is part of the State’s education 
program, is independent of any school district.  The School may sue and be sued, acquire facilities as needed, 
and contract for any services necessary for the operation of the School.  
 
The School contracts with ACCEL Online Ohio, LLC (ACCEL) for most of its functions.  (See note 9)  
 
The School is sponsored and approved for operation under contract with the Ohio Council for Community 
Schools (OCCS) (Sponsor) for a period commencing on July 1, 2006, and extending through June 30, 2012. 
The contract was renewed for a period commencing on July 1, 2012 through June 30, 2022. The School 
actually began operations on February 14, 2002. The School operates under a self-appointing Board of 
Directors (the Board).  The School’s Code of Regulations specify that vacancies that arise on the Board will be 
filled by the appointment of a successor director by a majority vote of the then existing directors. The Board is 
responsible for carrying out the provisions of the contract with the Sponsor, which include, but are not limited 
to, state-mandated provisions regarding student population, curriculum, academic goals, performance 
standards, admission standards, and qualifications of teachers. The School has one support facility, which is 
leased by ACCEL.  The School is staffed by teaching personnel employed by ACCEL, who provided services 
to approximately 1,931 full-time equivalent students during the fiscal year ended June 30, 2019.   
 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The basic financial statements of the School have been prepared in conformity with generally accepted 
accounting principles as applied to governmental nonprofit organizations. The Governmental Accounting 
Standards Board (GASB) is the accepted standard-setting body for establishing governmental accounting and 
financial reporting principles.   The more significant of the School’s accounting policies are described below. 
 
Basis of Presentation 
 
The School’s basic financial statements consist of a Statement of Net Position, a Statement of Revenues, 
Expenses and Changes in Net Position, and a Statement of Cash Flows. Enterprise fund reporting focuses on 
the determination of the change in net position, financial position and cash flows. 
 
Auditor of State of Ohio Bulletin No. 2000-005 requires the presentation of all financial activity to be reported 
within one enterprise fund for year-end reporting purposes. Enterprise accounting is used to account for 
operations that are financed and operated in a manner similar to private business enterprises where the intent is 
that the costs (expenses) of providing goods or services to the general public on a continuing basis be financed 
or recovered primarily through user charges. 
 
Measurement Focus and Basis of Accounting 
 
The accounting and financial reporting treatment applied to a fund is determined by its measurement focus.  
Enterprise accounting uses a flow of economic resources measurement focus.  With this measurement focus, all 
assets and deferred outflow of resources as well as all liabilities and deferred inflows of resources are included 
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on the Statement of Net Position.  Operating statements present increases (i.e., revenues) and decreases (i.e., 
expenses) in net position. The accrual basis of accounting is utilized for reporting purposes.  Revenues are 
recognized when they are earned, and expenses are recognized when they are incurred. 
 
Budgetary Process 
 
Community schools are statutorily required to adopt a budget by Ohio Revised Code 3314.032(C).  However, 
unlike traditional public schools located in the State of Ohio, community schools are not required to follow the 
specific budgetary process and limits set forth in the Ohio Revised Code Chapter 5705, unless specifically 
provided in the contract between the School and its Sponsor. The contract between the School and its Sponsor 
does not require the School to follow the provisions Ohio Revised Code Chapter 5705; therefore, no budgetary 
information is presented in the basic financial statements. 
 
Cash and Cash Equivalents 
 
All cash received by the School is maintained in a demand deposit account and STAR Ohio. For purposes of 
the Statement of Cash Flows and for presentation on the Statement of Net Position, investments with an 
original maturity of three months or less at the time they are purchased are considered to be cash equivalents. 
 
During the year 2019, the School invested in STAR Ohio.  STAR Ohio (the State Treasury Asset Reserve of 
Ohio), is an investment pool managed by the State Treasurer’s Office which allows governments within the 
State to pool their funds for investment purposes.  STAR Ohio is not registered with the SEC as an investment 
company, but has adopted Governmental Accounting Standards Board (GASB), Statement No. 79, Certain 
External Investment Pools and Pool Participants.  The School measures their investment in STAR Ohio at the 
net asset value (NAV) per share provided by STAR Ohio. The NAV per share is calculated on an amortized 
cost basis that provides an NAV per share that approximates fair value. 
 
For the fiscal year 2019, there were no limitations or restrictions on any participant withdrawals due to 
redemption notice periods, liquidity fees, or redemption gates.  However, notice must be given 24 hours in 
advance of all deposits and withdrawals exceeding $25 million. STAR Ohio reserves the right to limit the 
transaction to $100 million, requiring the excess amount to be transacted the following business day(s), but 
only to the $100 million limit. All accounts of the participant will be combined for these purposes. 
 
Intergovernmental Revenues 
 
The School currently participates in the State Foundation Program, facilities aid, and casino tax distributions, 
which are reflected under “Operating Revenues” on the Statement of Revenues, Expenses, and Changes in Net 
Position.  Revenues received from these programs are recognized as operating revenue in the accounting period 
in which all eligibility requirements have been met. 
 
Non-exchange transactions, in which the School receives value without directly giving equal value in return, 
include grants, entitlements, and contributions. Grants, entitlements, and contributions are recognized as non-
operating revenues in the accounting period in which all eligibility requirements have been met. 
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Eligibility requirements include timing requirements, which specify the year when the resources are required to 
be used or the fiscal year when use is first permitted; matching requirements, in which the School must provide 
local resources to be used for a specified purpose; and expenditure requirements, in which the resources are 
provided to the School on a reimbursement basis.  
 
Capital Assets and Depreciation 
 
For purposes of recording capital assets, the Board has a capitalization threshold of $5,000.  Depreciation is 
computed by the straight-line method over three years for computers and software. 
 
The School has no other capital assets, as the School operates under a management agreement with ACCEL 
(see Note 9). 
 
Use of Estimates 
 
In preparing the financial statements, management is sometimes required to make estimates and assumptions 
that affect the reported amounts of assets and liabilities, the disclosure of contingent assets, deferred outflows 
of resources, liabilities and deferred inflows of resources at the date of the financial statements, and the 
reported amounts of revenues and expenses during the reporting period.  Actual results could differ from those 
estimates. 
 
Net Position 
 
Net position represents the difference between assets and deferred outflow of resources as well as deferred 
inflow of resources and liabilities. Net position consists entirely of unrestricted balances. The School applies 
restricted resources first when an expense is incurred for purposes for which both restricted and unrestricted 
net position is available. 
 
Operating Revenues and Expenses 
 
Operating revenues are those revenues that are generated directly from the School’s primary activities. For the 
School, these revenues are primarily state aid payments. Operating expenses are necessary costs incurred to 
provide the goods and services that are the primary activities of the School. Revenues and expenses not 
meeting this definition are reported as non-operating. 
 
Pensions and Other Postemployment Benefits (OPEB) 
 
For purposes of measuring the net pension/OPEB asset/liability, deferred outflows of resources and deferred 
inflows of resources related to pension/OPEB, and pension/OPEB expense; information about the fiduciary net 
position of the pension/OPEB plans and additions to/deductions from their fiduciary net positon have been 
determined on the same basis as they are reported by the pension/OPEB plan.  For this purpose, benefit 
payments (including refunds of employee contributions) are recognized when due and payable in accordance 
with the benefit terms.  The pension/OPEB plans report investments at fair value. 
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Deferred Outflows/Inflows of Resources  
 
In addition to assets, the statements of financial position will sometimes report a separate section for deferred 
outflows of resources. Deferred outflows of resources represent a consumption of net position that applies to a 
future period and will not be recognized as an outflow of resources (expense/expenditure) until then. For the 
School, deferred outflows of resources are reported on the statement of net position for pension and OPEB. 
The deferred outflows of resources related to pension and OPEB plans are explained in Notes 12 and 13. 
 
In addition to liabilities, the statements of financial position report a separate section for deferred inflows of 
resources. Deferred inflows of resources represent an acquisition of net position that applies to a future period 
and will not be recognized until that time. For the School, deferred inflows of resources include pension and 
OPEB, which are reported on the statement of net position. (See Notes 12 and 13). 
 
NOTE 3 – IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES  
 
For the fiscal year ended June 30, 2019, the School has implemented Governmental Accounting Standards 
Board (GASB) Statement No. 83, Certain Asset Retirement Obligations and GASB Statement No. 88, Certain 
Disclosures Related to Debt, including Direct Borrowings and Direct Placements. 
 
GASB Statement No. 83 establishes criteria for determining the timing and pattern of recognition of a liability 
and a corresponding deferred outflow of resources for asset retirement obligations. The implementation of 
GASB Statement No. 83 did not have an effect on the financial statements of the School. 
 
GASB Statement No. 88 establishes additional financial statement note disclosure requirements related to debt 
obligations of governments, including direct borrowings and direct placements. The implementation of GASB 
Statement No. 88 did not have an effect on the financial statements of the School. 
 
NOTE 4 - DEPOSITS AND INVESTMENTS 
 
Protection of the School’s deposits is provided by the Federal Deposit Insurance Corporation (FDIC), by 
eligible securities pledged by the financial institution as security for repayment, or by the financial institutions 
participation in the Ohio Pooled Collateral System (OPCS), a collateral pool of eligible securities deposited 
with a qualified trustee and pledged to the Treasurer of State to secure the repayment of all public monies 
deposited in the financial institution. 
 
Investments 

 
As of June 30, 2019, the School had the following investment: 

 

Investment Type
Measurement

Value

Investment Maturity
3 Months
or Less

Percentage of
Total

STAROhio 96,658$                  96,658$                     100%
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Interest Rate Risk:  As a means of limiting its exposure to fair value losses arising from rising interest rates and 
according to state law, the School’s investment policy limits investment portfolio maturities to five years or 
less.  

 
Credit Risk:  STAR Ohio is an investment pool operated by the Ohio State Treasurer. It is unclassified since it 
is not evidenced by securities that exist in physical or book entry form. Ohio law requires STAR Ohio maintain 
the highest rating provided by at least one nationally recognized standard rating service. The weighted average 
of maturity of the portfolio held by STAR Ohio as of June 30, 2019, is 53 days and carries a rating of AAAm 
by S&P Global Ratings. 
 
Concentration of Credit Risk:  The School places no limit on the amount that may be invested in any one 
issuer.   
 
NOTE 5 - FEES RECEIVABLE 
 
The School was over paid by $668,334 during fiscal year 2019 and ODE will deduct the overpayment from 
future state aid payments. $30,379 will be deducted out of the School’s monthly state aid payments for 22 
months to recover the first FTE 2019 settlement until the overpayment is repaid in full. 
 
A “Management Fees Receivable” from ACCEL is reported by the School in the amount of $648,284 for the 
remaining balance of the percentage time adjustment for recovery of the first FTE 2019 settlement.  
 

Account Short Term Long Term Total
Management Fees Receivable 294,106$        354,178$       648,284$        

 
A “Sponsor Fee Receivable” from OCCS has been recorded by the School in the amount of $32,341 for the 
percentage time adjustment for recovery of first FTE 2019 settlement. Sponsor fees are assessed at 2.8 percent 
of the total state funds received.  
 
NOTE 6 - GRANTS FUNDING RECEIVABLE/PAYABLE 
 
The School has recorded “Grant Funding Receivable” in the amount of $74,892 to account for the remainder 
of State and Federal awards allocated to the School, but not received as of June 30, 2019. 
 
Additionally, under the terms of the management agreement (See note 9), the School has recorded a liability to 
ACCEL in the amount of $74,892 for 100 percent of State and Federal monies earned by but uncollected or 
unpaid to ACCEL as of June 30, 2019. 
 
NOTE 7 - CAPITAL ASSETS AND DEPRECIATION 
 
For the year ended June 30, 2019, the School had $266,883 in fully depreciated computers and software.  
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NOTE 8 - RISK MANAGEMENT 
 
Property and Liability 
 
The School is exposed to various risks of loss related to torts; theft or damage to, and destruction of assets; 
errors and omissions; injuries to employees; and natural disasters. As part of its management agreement with 
ACCEL, ACCEL has contracted with an insurance company for property and general liability insurance 
pursuant to the management agreement (See note 9).  There was no significant reduction in insurance coverage 
from the prior year and claims have not exceeded insurance coverage over the past three years.  
 
Director and Officer 
 
Coverage has been purchased by the School with a $5,000,000 aggregate limit and a $10,000 deductible. 
 
NOTE 9 - AGREEMENT WITH ACCEL 
 
Effective July 1, 2018, the School entered into a management agreement (Agreement) with an initial term 
through June 30, 2023.  The Agreement includes continuing fees owed from the School to ACCEL. ACCEL is 
an educational consulting and management company.  
 
Substantially all functions of the School have been contracted to ACCEL.  ACCEL is responsible and 
accountable to the School’s Board of Directors for the administration and operation of the school. The School 
is required to pay ACCEL a monthly continuing fee of 97 percent of the School's “Qualified Gross Revenues,” 
defined in the Agreement as revenues generated on a per student basis received by the School from the State of 
Ohio Department of Education pursuant to Title 33 of the Ohio Revised Code and any other statute applicable 
to community schools as defined in the Code.  Qualified gross revenues do not include casino revenue unless 
said casino revenue is included in the general state aid, student fees, charitable contributions, PTA/PTO 
income, Federal Title Programs and such other federal, state and local government funding designated to 
compensate the School for the education of its students and other miscellaneous revenue received.  
 
ACCEL shall receive 100 percent of any and all grants or funding of any kind generated by ACCEL and its 
affiliates beyond the regular per pupil state funding received by the School, subject to any terms and conditions 
attached to the grants, if any.  The continuing fee is paid to ACCEL based on the previous month’s qualified 
gross revenues.  
 
The School had purchased service expenses for the year ended June 30, 2019 of $14,882,366 of which 
$180,181 was payable and $648,284 was receivable from ACCEL at June 30, 2019.  ACCEL will be 
responsible for all costs incurred in providing the educational program at the School, which include but are not 
limited to, salaries and benefits of personnel, curriculum materials, textbooks, library books, computers and 
other equipment, software, supplies, building payments, maintenance, capital, and insurance. 
 
NOTE 10 - SPONSORSHIP FEES 
 
Under Paragraph D(4) of the sponsor contract with the OCCS, it states that the School “…shall pay to the 
Sponsor the amount of 2.8 percent of the total state funds received for the first 2,500 students received each 
year, 2.6 percent of the total state funds for the next 2,500-3,500 students received, and 2.4 percent of the total 
state funds after 3,500 students received each year, in consideration for the time, organization, oversight, fees, 
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and costs of  the Sponsor pursuant to this Contract.”   Such fees are paid to the OCCS monthly.  As indicated 
on the Statement of Revenues, Expenses, and Changes in Net Position, the School incurred $394,931 in 
sponsorship fees to OCCS. 
 
NOTE 11 - MANAGEMENT COMPANY EXPENSES 
 
For the year ended June 30, 2019, ACCEL incurred the following expenses on behalf of the School. 
 

Regular 
Instruction

(1100 
Function 
Codes)

Special 
Instruction

(1200 
Function 
Codes)

Support 
Services

(2000 
Function 
Codes)

Non-
Instructional 
(3000 through 
7000 Function 

Codes)

Total

Direct Expenses: 
Salaries & Wages (100 Object Codes) 2,316,594$     1,005,980$     1,789,022$     -$                   5,111,596$   
Employees’ Benefits (200 Object Codes) 665,683         345,953         442,088         -                     1,453,724     
Professional & Technical Services (410 Object Codes) 65                 413                587,457         -                     587,935       
Property Services (420 Object Codes) -                -                264,892         -                     264,892       
Utilities (450 Object Codes) -                -                8,570             -                     8,570           
Supplies (500 Object Codes) 263,701         -                1,109,408      -                     1,373,109     
Other Direct Costs (All Other Object Codes) -                -                1,989,362      -                     1,989,362     
Indirect Expenses: 
Overhead -                -                1,737,371      -                     1,737,371     

Total Expenses 3,246,043$     1,352,346$     7,928,170$     -$                   12,526,559$ 
  

 
 

Overhead charges are assigned to the School based on a percentage of FTE headcount.  These charges 
represent the indirect cost of services provided in the operation of the School.  Such services include, but are 
not limited to facilities management, equipment, operational support services, management and management 
consulting, board relations, human resources management, training and orientation, financial reporting and 
compliance, purchasing and procurement, education services, technology support, marketing and 
communications.  

 
NOTE 12 - DEFINED BENEFIT PENSION PLANS 
 
Net Pension Liability 
 
The net pension liability reported on the statement of net position represents a liability to employees for 
pensions. Pensions are a component of exchange transactions—between an employer and its employees—of 
salaries and benefits for employee services.  Pensions are provided to an employee—on a deferred-payment 
basis—as part of the total compensation package offered by an employer for employee services each financial 
period.  The obligation to sacrifice resources for pensions is a present obligation because it was created as a 
result of employment exchanges that already have occurred. 

 
The net pension liability represents the School’s proportionate share of each pension plan’s collective actuarial 
present value of projected benefit payments attributable to past periods of service, net of each pension plan’s 
fiduciary net position.  The net pension liability calculation is dependent on critical long-term variables, 
including estimated average life expectancies, earnings on investments, cost of living adjustments and others.  
While these estimates use the best information available, unknowable future events require adjusting this 
estimate annually.   
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Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The School 
cannot control benefit terms or the manner in which pensions are financed; however, the School does receive 
the benefit of employees’ services in exchange for compensation including pension.  

 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from employee 
services; and (2) State statute requires all funding to come from these employers.  All contributions to date 
have come solely from these employers (which also includes costs paid in the form of withholdings from 
employees).  State statute requires the pension plans to amortize unfunded liabilities within 30 years.  If the 
amortization period exceeds 30 years, each pension plan’s board must propose corrective action to the State 
legislature.  Any resulting legislative change to benefits or funding could significantly affect the net pension 
liability.  Resulting adjustments to the net pension liability would be effective when the changes are legally 
enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability.  Any 
liability for the contractually-required pension contribution outstanding at the end of the year is included in 
continuing fee payable.   

 
Plan Description - School Employees Retirement System (SERS) 
 
Plan Description – School non-teaching employees participate in SERS, a statewide, cost-sharing multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability and 
survivor benefits to plan members and beneficiaries.  Authority to establish and amend benefits is provided by 
Ohio Revised Code Chapter 3309.  SERS issues a publicly available, stand-alone financial report that includes 
financial statements, required supplementary information and detailed information about SERS’ fiduciary net 
position.  That report can be obtained by visiting the SERS website at www.ohsers.org under Employers/Audit 
Resources.  

 
Age and service requirements for retirement are as follows: 
  

Eligible to Retire before Eligible to Retire on or after
August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.  
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that varies 
based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of service credit 
over 30.  Final average salary is the average of the highest three years of salary. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and the 
School is required to contribute 14 percent of annual covered payroll.  The contribution requirements of plan 
members and employers are established and may be amended by the SERS’ Retirement Board up to statutory 
maximum amounts of 10 percent for plan members and 14 percent for employers.  The Retirement Board, 
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acting with the advice of the actuary, allocates the employer contribution rate among four of the System’s 
funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care Fund).  For the fiscal year 
ended June 30, 2019, the allocation to pension, death benefits, and Medicare B was 13.5 percent.  SERS 
allocated 0.5 percent of employer contributions to the Health Care Fund for fiscal year 2019. 
 
The School’s contractually required contribution to SERS was $99,815 for fiscal year 2019.  
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS issues a 
stand-alone financial report that includes financial statements, required supplementary information and detailed 
information about STRS’ fiduciary net position.  That report can be obtained by writing to STRS, 275 E. 
Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the STRS Web site at 
www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined Contribution 
(DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307. For the DB 
Plan, from August 1, 2015–July 1, 2017, any member could retire with reduced benefits who had (1) five years 
of service credit and age 60; (2) 26 years of service credit and age 55; or (3) 30 years of service credit 
regardless of age. Effective August 1, 2017–July 1, 2019, any member may retire with reduced benefits who 
has (1) five years of service credit and age 60; (2) 27 years of service credit and age 55; or (3) 30 years of 
service credit regardless of age. Eligibility changes will continue to be phased in through August 1, 2026, when 
retirement eligibility for unreduced benefits will be five years of service credit and age 65, or 35 years of 
service credit and at least age 60. Retirement eligibility for reduced benefits will be five years of service credit 
and age 60, or 30 years of service credit regardless of age. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by the 
member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined benefit 
unfunded liability.  Effective July 1, 2017, employer contributions of 9.53 percent are placed in the investment 
accounts and the remaining 4.47 percent of the 14 percent employer rate is allocated to the defined benefit 
unfunded liability. A member is eligible to receive a retirement benefit at age 50 and termination of 
employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent of 
the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. In the 
Combined Plan, member contributions are allocated among investment choices by the member, and employer 
contributions are used to fund a defined benefit payment. A member’s defined benefit is determined by 
multiplying one percent of the member’s final average salary by the member’s years of service credit. The 
defined benefit portion of the Combined Plan payment is payable to a member on or after age 60 with five 
years of service. The DC portion of the account may be taken as a lump sum or converted to a lifetime monthly 
annuity at age 50 and termination of employment. 
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New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer to 
another STRS plan.  The optional annuitization of a member’s defined contribution account or the defined 
contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS bearing the 
risk of investment gain or loss on the account.  STRS has therefore included all three plan options as one 
defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be disabled 
may qualify for a disability benefit.  Eligible survivors of members who die before service retirement may 
qualify for monthly benefits.  New members on or after July 1, 2013, must have at least ten years of qualifying 
service credit to apply for disability benefits.  Members in the DC Plan who become disabled are entitled only 
to their account balance.  If a member of the DC Plan dies before retirement benefits begin, the member’s 
designated beneficiary is entitled to receive the member’s account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers Retirement 
Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 30, 2019, plan 
members were required to contribute 14 percent of their annual covered salary. The School was required to 
contribute 14 percent; the entire 14 percent was the portion used to fund pension obligations.  The fiscal year 
2019 contribution rates were equal to the statutory maximum rates. 

 
The School’s contractually required contribution to STRS was $521,193 for fiscal year 2019.   
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
 
The net pension liability was measured as of June 30, 2018, and the total pension liability used to calculate the 
net pension liability was determined by an independent actuarial valuation as of that date. The School's 
employer allocation percentage of the net pension liability was based on the employer’s share of employer 
contributions in the pension plan relative to the total employer contributions of all participating employers. 
Following is information related to the proportionate share and pension expense: 
 

SERS STRS Total
Proportion of the Net Pension Liability:

Current Measurement Date 0.02068220% 0.02615863%
Prior Measurement Date 0.02075730% 0.02051969%

Change in Proportionate Share -0.00007510% 0.00563894%

Proportionate Share of the Net 
  Pension Liability 1,184,508$          5,751,695$         6,936,203$         
Pension Expense 156,261$             572,787$           729,048$            
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to the 
difference between projected and actual investment earnings, differences between expected and actual actuarial 
experience, changes in assumptions and changes in the School’s proportion of the collective net pension 
liability. The deferred outflows and deferred inflows are to be included in pension expense over current and 
future periods. The difference between projected and actual investment earnings is recognized in pension 
expense using a straight line method over a five year period beginning in the current year. Deferred outflows 
and deferred inflows resulting from changes in sources other than differences between projected and actual 
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investment earnings are amortized over the average expected remaining service lives of all members (both 
active and inactive) using the straight line method. Employer contributions to the pension plan subsequent to 
the measurement date are also required to be reported as a deferred outflow of resources.  
 
At June 30, 2019 the School reported deferred outflows of resources and deferred inflows of resources related 
to pensions from the following sources:  
 

SERS STRS Total
Deferred Outflows of Resources
Differences between Expected and 
  Actual Experience 64,962$              132,768$           197,730$           
Changes of Assumptions 26,749 1,019,308 1,046,057
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 65,955 1,450,303 1,516,258
School Contributions Subsequent to the 
  Measurement Date 99,815 521,193 621,008
Total Deferred Outflows of Resources 257,481$             3,123,572$         3,381,053$         

Deferred Inflows of Resources
Differences between Expected and 
  Actual Experience 0$                      37,561$             37,561$             
Net Difference between Projected and 
  Actual Earnings on Pension Plan Investments 32,820 348,777 381,597
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 2,343 1,543,208 1,545,551
Total Deferred Inflows of Resources 35,163$              1,929,546$         1,964,709$         

 
 
$621,008 reported as deferred outflows of resources related to pension resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net pension liability in the fiscal 
year ending June 30, 2020.  Other amounts reported as deferred outflows of resources and deferred inflows of 
resources related to pension will be recognized in pension expense as follows:  
 

SERS STRS Total
Fiscal Year Ending June 30:

2020 124,277$             521,224$           645,501$           
2021 47,164 288,135 335,299
2022 (38,872) (271,185) (310,057)
2023 (10,066) 134,659 124,593

122,503$             672,833$           795,336$           
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Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67, as 
part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations of an 
ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment terminations).  Actuarially determined amounts are subject to continual review and 
potential modifications, as actual results are compared with past expectations and new estimates are made 
about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time of each 
valuation and the historical pattern of sharing benefit costs between the employers and plan members to that 
point. The projection of benefits for financial reporting purposes does not explicitly incorporate the potential 
effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations will 
take into account the employee's entire career with the employer and also take into consideration the benefits, if 
any, paid to the employee after termination of employment until the death of the employee and any applicable 
contingent annuitant. In many cases, actuarial calculations reflect several decades of service with the employer 
and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial valuation, 
prepared as of June 30, 2018, are presented below: 
 
Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)
COLA or Ad Hoc COLA 2.50 percent, on and after April 1, 2018, COLA's for future retirees 

will be delayed for three years following commencement  
 
For post-retirement mortality, the table used in evaluating allowances to be paid is the RP-2014 Blue Collar 
Mortality Table with fully generational projection and Scale BB, with 120 percent of male rates and 110 
percent of female rates used. The RP-2000 Disabled Mortality Table with 90 percent for male rates and 100 
percent for female rates set back five years is used for the period after disability retirement.  
 
The long-term return expectation for the Pension Plan Investments has been determined by using a building-
block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  A forecasted 
rate of inflation serves as the baseline for the return expectation.  Various real return premiums over the 
baseline inflation rate have been established for each asset class.  The long-term expected nominal rate of 
return has been determined by calculating an arithmetic weighted average of the expected real return premiums 
for each asset class, adding the projected inflation rate, and adding the expected return from rebalancing 
uncorrelated asset classes. The asset allocation, as used in the June 30, 2015 five-year experience study, is 
summarized as follows: 
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Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return

 
 
Discount Rate Total pension liability was calculated using the discount rate of 7.50 percent. The projection of 
cash flows used to determine the discount rate assumed that employers would contribute the actuarially 
determined contribution rate of projected compensation over the remaining 27-year amortization period of the 
unfunded actuarial accrued liability. Projected inflows from investment earnings were calculated using the 
long-term assumed investment rate of return (7.50 percent). Based on those assumptions, the plan’s fiduciary 
net position was projected to be available to make all future benefit payments of current plan members. 
Therefore, the long-term expected rate of return on pension plan investments was applied to all periods of 
projected benefits to determine the total pension liability.  
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount Rate 
Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact the 
following table presents the School’s proportionate share of the net pension liability calculated using the 
discount rate of 7.50 percent, as well as what the School’s net pension liability would be if it were calculated 
using a discount rate that is one percentage point lower (6.50 percent), or one percentage point higher (8.50 
percent) than the current rate. 

1% Decrease
Current 

Discount Rate 1% Increase
School's Proportionate Share
  of the Net Pension Liability 1,668,469$          1,184,508$         778,739$            
 
Actuarial Assumptions - STRS 
 
The total pension liability in the July 1, 2018 actuarial valuation was determined using the following actuarial 
assumptions, applied to all periods included in the measurement:  
 

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Projected Payroll Growth 3.00 percent
Cost-of-Living Adjustments 0.00 percent  
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Post-retirement mortality rates are based on RP-2014 Annuitant Mortality Table with 50 percent of rates 
through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 and 84, and 
100 percent of rates thereafter, projected forward generationally using mortality improvement scale MP-2016; 
pre-retirement mortality rates are based on RP-2014 Employee Mortality Table, projected forward 
generationally using mortality improvement scale MP-2016. 
 

The actuarial assumptions used in the July 1, 2018 valuation, were adopted by the board from the results of an 
actuarial experience study for July 1, 2011, through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on the 
target allocation adopted by the Retirement Board. The target allocation and long-term expected rate of return 
for each major asset class are summarized as follows:  
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected

 
 

*Target weights will be phased in over a 24-month period concluding on July 1, 2019. 
 
**Ten year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25 
percent and does not include investment expenses. Over a 30-year period, STRS’ investment consultant 
indicates that the above target allocations should generate a return above the actuarial rate of return, without 
net value added by management. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 30, 
2018. The projection of cash flows used to determine the discount rate assumes that employer and member 
contributions will be made at statutory contribution rates of 14 percent each. For this purpose, only employer 
contributions that are intended to fund benefits of current plan members and their beneficiaries are included. 
Based on those assumptions, STRS’ fiduciary net position was projected to be available to make all projected 
future benefit payments to current plan members as of June 30, 2018. Therefore, the long-term expected rate of 
return on pension plan investments of 7.45 percent was applied to all periods of projected benefit payments to 
determine the total pension liability as of June 30, 2018. 
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount Rate 
The following table presents the School's proportionate share of the net pension liability as of June 30, 2018, 
calculated using the current period discount rate assumption of 7.45 percent, as well as what the School's 
proportionate share of the net pension liability would be if it were calculated using a discount rate that is one-
percentage-point lower (6.45 percent) or one-percentage-point higher (8.45 percent) than the current 
assumption:  
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1% Decrease
Current 

Discount Rate 1% Increase
School's Proportionate Share
  of the Net Pension Liability 8,399,594$          5,751,695$         3,510,609$          
 
 
NOTE 13 - DEFINED BENEFIT OPEB PLANS 
 
Net OPEB Asset/Liability 

 
The net OPEB asset/liability reported on the statement of net position represents an asset or liability to 
employees for OPEB. OPEB is a component of exchange transactions-–between an employer and its 
employees—of salaries and benefits for employee services.  OPEB are provided to an employee—on a 
deferred-payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for OPEB is a present obligation because it 
was created as a result of employment exchanges that already have occurred. 

 
The net OPEB asset/liability represents the School’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each OPEB 
plan’s fiduciary net position.  The net OPEB asset/liability calculation is dependent on critical long-term 
variables, including estimated average life expectancies, earnings on investments, cost of living adjustments 
and others.  While these estimates use the best information available, unknowable future events require 
adjusting these estimates annually.   

 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The School 
cannot control benefit terms or the manner in which OPEB are financed; however, the School does receive the 
benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the asset/liability is solely that of the employer, because they benefit from employee 
services.  OPEB contributions come from these employers and health care plan enrollees, which pay a portion 
of the health care costs in the form of a monthly premium.  The Ohio Revised Code permits, but does not 
require the retirement systems to provide healthcare to eligible benefit recipients. Any change to benefits or 
funding could significantly affect the net OPEB asset/liability. Resulting adjustments to the net OPEB 
asset/liability would be effective when the changes are legally enforceable. The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB asset/ liability. 
 Any liability for the contractually-required OPEB contribution outstanding at the end of the year is included in 
continuing fee payable.   

 
Plan Description - School Employees Retirement System (SERS) 
 
Health Care Plan Description - The School contributes to the SERS Health Care Fund, administered by SERS 
for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a cost-
sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare benefits to 
eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible dependents. 
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Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most types of purchased 
credit, to qualify to participate in SERS’ health care coverage. In addition to age and service retirees, disability 
benefit recipients and beneficiaries who are receiving monthly benefits due to the death of a member or retiree, 
are eligible for SERS’ health care coverage. Most retirees and dependents choosing SERS’ health care 
coverage are over the age of 65 and therefore enrolled in a fully insured Medicare Advantage plan; however, 
SERS maintains a traditional, self-insured preferred provider organization for its non-Medicare retiree 
population. For both groups, SERS offers a self-insured prescription drug program. Health care is a benefit that 
is permitted, not mandated, by statute.  The financial report of the Plan is included in the SERS Comprehensive 
Annual Financial Report which can be obtained on SERS’ website at www.ohsers.org under Employers/Audit 
Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the Ohio 
Revised Code. The Health Care Fund was established and is administered in accordance with Internal Revenue 
Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any health plan or 
program. Active employee members do not contribute to the Health Care Plan.  The SERS Retirement Board 
established the rules for the premiums paid by the retirees for health care coverage for themselves and their 
dependents or for their surviving beneficiaries.  Premiums vary depending on the plan selected, qualified years 
of service, Medicare eligibility, and retirement status.   
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer contributions.  
Each year, after the allocation for statutorily required pensions and benefits, the Retirement Board may allocate 
the remainder of the employer contribution of 14 percent of covered payroll to the Health Care Fund in 
accordance with the funding policy. For fiscal year 2019, 0.5 percent of covered payroll was made to health 
care. An additional health care surcharge on employers is collected for employees earning less than an 
actuarially determined minimum compensation amount, pro-rated if less than a full year of service credit was 
earned. For fiscal year 2019, this amount was $21,600. Statutes provide that no employer shall pay a health 
care surcharge greater than 2.0 percent of that employer’s SERS-covered payroll; nor may SERS collect in 
aggregate more than 1.5 percent of the total statewide SERS-covered payroll for the health care surcharge.  For 
fiscal year 2019, the School’s surcharge obligation was $631.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total amount 
assigned to the Health Care Fund. The School’s contractually required contribution to SERS was $4,328 for 
fiscal year 2019.   Of this amount $631 is reported as a continuing fee payable.  

 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part B 
premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the report of 
STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed by 
STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
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enrollees, for the most recent year, pay a portion of the health care costs in the form of a monthly premium.  
Under Ohio law, funding for post-employment health care may be deducted from employer contributions, 
currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2019, STRS did not allocate any 
employer contributions to post-employment health care.   
 
OPEB Assets/Liabilities, OPEB Expense, and Deferred Outflows/Inflows of Resources Related to OPEB  
 
The net OPEB asset/liability was measured as of June 30, 2018, and the total OPEB liability used to calculate 
the net OPEB asset/liability was determined by an actuarial valuation as of that date. The School's proportion 
of the net OPEB asset/liability was based on the School's share of contributions to the respective retirement 
systems relative to the contributions of all participating entities.  Following is information related to the 
proportionate share and OPEB expense: 

 
SERS STRS Total

Proportion of the Net OPEB Liability:
Current Measurement Date 0.01934460% 0.02615863%
Prior Measurement Date 0.01951170% 0.02051969%

Change in Proportionate Share -0.00016710% 0.00563894%

Proportionate Share of the Net
OPEB Liability/(Asset) 536,671$             (420,343)$            116,328$           

OPEB Expense 33,815$               (945,130)$            (911,315)$           
 
At June 30, 2019, the School reported deferred outflows of resources and deferred inflows of resources related 
to OPEB from the following sources:  

SERS STRS Total
Deferred Outflows of Resources
Differences between Expected and 
  Actual Experience 8,761$                 49,097$               57,858$             
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 28,142 200,945 229,087
School Contributions Subsequent to the 
  Measurement Date 4,328 0 4,328
Total Deferred Outflows of Resources 41,231$               250,042$             291,273$           

Deferred Inflows of Resources
Differences between Expected and 
  Actual Experience 0$                       24,490$               24,490$             
Net Difference between Projected and 
  Actual Earnings on OPEB Plan Investments 805 48,020 48,825
Changes of Assumptions 48,216 572,750 620,966
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 8,665 334,533 343,198
Total Deferred Inflows of Resources 57,686$               979,793$             1,037,479$         
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$4,328 reported as deferred outflows of resources related to OPEB resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the year 
ending June 30, 2020.  Other amounts reported as deferred outflows of resources and deferred inflows of 
resources related to OPEB will be recognized in OPEB expense as follows:  

SERS STRS Total
Fiscal Year Ending June 30:

2020 (5,236)$               (140,152)$            (145,388)$          
2021 (4,787) (140,152) (144,939)
2022 (3,374) (140,151) (143,525)
2023 (3,033) (129,245) (132,278)
2024 (3,088) (125,423) (128,511)

Thereafter (1,265) (54,628) (55,893)

(20,783)$              (729,751)$            (750,534)$          
 

 
Actuarial Assumptions - SERS 
 
The total OPEB liability was determined by an actuarial valuation as of June 30, 2018. The actuarial 
assumptions used in the valuation are based on results from the most recent actuarial experience study, which 
covered the five-year period ending June 30, 2015. The experience study report is dated April 2016. The total 
OPEB liability used the following assumptions and other inputs: 
 
Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Municipal Bond Index Rate

Measurement Date 3.62 percent
Prior Measurement Date 3.56 percent

Single Equivalent Interest Rate
Measurement Date 3.70 percent, net of plan investment expense, including price inflation
Prior Measurement Date 3.63 percent, net of plan investment expense, including price inflation

Health Care Cost Trend Rate
Medicare 5.375 percent - 4.75 percent
Pre-Medicare 7.25 percent - 4.75 percent  

 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection and 
Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality Table with 
90 percent for male rates and 100 percent for female rates set back five years. 
 
The long-term expected rate of return on plan factors are considered in evaluating the long-term rate of return 
assumption including long-term historical data, estimates inherent in current market data, and a long-normal 
distribution analysis in which best-estimate ranges of expected future real rates of return were developed by the 
investment consultant for each major asset class. These ranges were combined to produce the long-term 
expected rate of return, 7.50 percent, by weighting the expected future real rates of return by the target asset 
allocation percentage and then adding expected inflation. The capital market assumptions developed by the 
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investment consultant are intended for use over a 10-year horizon and may not be useful in setting the long-
term rate of return for funding pension plans which covers a longer timeframe. The assumption is intended to 
be a long-term assumption and is not expected to change absent a significant change in the asset allocation, a 
change in the inflation assumption, or a fundamental change in the market that alters expected returns in future 
years. 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, as 
used in the June 30, 2015 five-year experience study, are summarized as follows: 
 

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return

 
 

Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2018 was 3.70 percent. 
The discount rate used to measure total OPEB liability prior to June 30, 2018 was 3.63 percent. The projection 
of cash flows used to determine the discount rate assumed that contributions will be made from members and 
the System at the contribution rate of 2.00 percent of projected covered payroll each year, which includes a 
1.50 percent payroll surcharge and 0.50 percent of contributions from the basic benefits plan. Based on these 
assumptions, the OPEB plan’s fiduciary net position was projected to become insufficient to make future 
benefit payments during the fiscal year ending June 30, 2026. Therefore, the long-term expected rate of return 
on OPEB plan assets was used to present value the projected benefit payments through the fiscal year ending 
June 30, 2025 and the Fidelity General Obligation 20-year Municipal Bond Index rate of 3.62 percent, as of 
June 30, 2018 (i.e., municipal bond rate), was used to present value the projected benefit payments for the 
remaining years in the projection. The total present value of projected benefit payments from all years was then 
used to determine the single rate of return that was used as the discount rate. The projection of future benefit 
payments for all current plan members was until the benefit payments ran out. 
 
Sensitivity of the School's Proportionate Share of the Net OPEB Liability to Changes in the Discount Rate 
and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in the 
discount rate and the health care cost trend rate. The following table presents the net OPEB liability and what 
the net OPEB liability would be if it were calculated using a discount rate that is one percentage point lower 
(2.70 percent) and higher (4.70 percent) than the current discount rate (3.70 percent). Also shown is what the 
net OPEB liability would be based on health care cost trend rates that are one percent lower (6.25 percent 
decreasing to 3.75 percent) and one percent higher (8.25 percent decreasing to 5.75 percent) than the current 
rate. 
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1% Decrease
Current 

Discount Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability 651,209$             536,671$             445,979$           

1% Decrease
Current 

Trend Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability 432,995$             536,671$             673,957$            

 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results used in 
the June 30, 2018, actuarial valuation are presented below:   

 
Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Health Care Cost Trend Rates -5.23 percent to 9.62 percent, initial, 4.00 percent ultimate  

 
Projections of benefits include the historical pattern of sharing benefit costs between the employers and retired 
plan members. 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 percent of 
rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 and 84, 
and 100 percent of rates thereafter, projected forward generationally using mortality improvement scale MP-
2016. For disabled retirees, mortality rates are based on the RP-2014 Disabled Mortality Table with 90 percent 
of rates for males and 100 percent of rates for females, projected forward generationally using mortality 
improvement scale MP-2016. 
 
Actuarial assumptions used in the June 30, 2018, valuation are based on the results of an actuarial experience 
study for the period July 1, 2011 through June 30, 2016.  
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on the 
target allocation adopted by the Retirement Board.  The target allocation and long-term expected rate of return 
for each major asset class are summarized as follows:  
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Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected

 
 

*Target weights will be phased in over a 24-month period concluding on July 1, 2019. 
 
**Ten year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25 
percent and does not include investment expenses.  Over a 30-year period, STRS' investment consultant 
indicates that the above target allocations should generate a return above the actuarial rate of return, without 
net value added by management. 
 
Discount Rate The discount rate used to measure the total OPEB liability was 7.45 percent as of June 30, 
2018. The projection of cash flows used to determine the discount rate assumed STRS continues to allocate no 
employer contributions to the health care fund. Based on those assumptions, the OPEB plan’s fiduciary net 
position was projected to be available to make all projected future benefit payments to current plan members as 
of June 30, 2018. Therefore, the long-term expected rate of return on health care plan investments of 7.45 
percent was applied to all periods of projected benefit payments to determine the total OPEB liability as of 
June 30, 2018. 
 
Sensitivity of the School’s Proportionate Share of the Net OPEB Asset/Liability to Changes in the Discount 
and Health Care Cost Trend Rate The following table represents the net OPEB asset/liability as of June 30, 
2018, calculated using the current period discount rate assumption of 7.45 percent, as well as what the net 
OPEB asset/liability would be if it were calculated using a discount rate that is one percentage point lower 
(6.45 percent) or one percentage point higher (8.45 percent) than the current assumption. Also shown is the net 
OPEB liability as of June 30, 2018, calculated using health care cost trend rates that are one percentage point 
lower or one percentage point higher than the current health care cost trend rates. 
 

1% Decrease
Current 

Discount Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability/(Asset) (360,273)$            (420,343)$            (470,828)$          

1% Decrease
Current 

Trend Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability/(Asset) (467,978)$            (420,343)$            (371,965)$           
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NOTE 14 - CONTINGENCIES 
 
Grants 
 
Amounts received from grantor agencies are subject to audit and adjustment by the grantor. Any disallowed 
costs may require refunding to the grantor.  Amounts, which may be disallowed, if any, are not presently 
determinable.  However, in the opinion of the School, any such disallowed claims will not have a material 
adverse effect on the financial position of the School. 
 
Enrollment FTE 
 
School foundation funding is based on the annualized full-time equivalent (FTE) enrollment of each student. 
However, there is an important nexus between attendance and enrollment for Foundation funding purposes.  
Community schools must provide documentation that clearly demonstrates students have participated in 
learning opportunities. The Ohio Department of Education (ODE) is legislatively required to adjust/reconcile 
funding as enrollment information is updated by schools throughout the State, which can extend past the fiscal 
year end.  

   
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. As of the date of this report, ODE has performed an FTE Review on the School for fiscal year 
2019. 

 
As of the date of this report, all ODE adjustments have been completed. 

In addition, the School’s contracts with their Sponsor and Management Company require payment based on 
revenues received from the State.  As discussed above, all ODE adjustments through fiscal year 2019 have 
been completed.  A reconciliation between payments previously made and the FTE adjustments has taken place 
with these contracts. 

Litigation 
 
The School is not party to legal proceedings that, in the opinion of management, would have a material adverse 
effect on the financial statements.  
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2019 2018 2017 2016 2015 2014
School Employees Retirement System (SERS)

School's Proportion of the Net Pension Liability 0.02068220% 0.02075730% 0.01877190% 0.01899960% 0.01667300% 0.01667300%

School's Proportionate Share of the Net Pension Liability 1,184,508$    1,240,203$    1,373,930$      1,084,136$   843,811$      991,490$       

School's Covered Payroll 753,859$       695,936$       590,886$         567,033$      234,394$      358,938$       

School's Proportionate Share of the Net Pension Liability
as a Percentage of its Covered Payroll 157.13% 178.21% 232.52% 191.19% 360.00% 276.23%

Plan Fiduciary Net Position as a Percentage of the Total Pension Liability 71.36% 69.50% 62.98% 69.16% 71.70% 65.52%

State Teachers Retirement System (STRS)

School's Proportion of the Net Pension Liability 0.02615863% 0.02051969% 0.02927703% 0.02436663% 0.02311692% 0.02311692%

School's Proportionate Share of the Net Pension Liability 5,751,695$    4,874,496$    9,799,904$      6,734,224$   5,622,835$   6,697,884$    

School's Covered Payroll 2,973,793$    2,255,886$    2,805,643$      1,928,471$   1,371,985$   3,061,385$    

School's Proportionate Share of the Net Pension Liability
as a Percentage of its Covered Payroll 193.41% 216.08% 349.29% 349.20% 409.83% 218.79%

Plan Fiduciary Net Position as a Percentage of the Total Pension Liability 77.31% 75.30% 66.80% 72.10% 74.70% 69.30%

(1) Information prior to 2014 is not available.

Note: The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

Alternative Education Academy
Lucas County, Ohio

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net Pension Liability

Last Six Fiscal Years (1)

See accompanying notes to the required supplementary information.
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2019 2018 2017 2016
School Employees Retirement System (SERS)

Contractually Required Contribution 99,815$               101,771$             97,431$               82,724$               

Contributions in Relation to the 
Contractually Required Contribution (99,815) (101,771) (97,431) (82,724)

Contribution Deficiency (Excess) 0$                        0$                        0$                        0$                        

School's Covered Payroll 739,370$             753,859$             695,936$             590,886$             

Pension Contributions as a Percentage of 
Covered Payroll 13.50% 13.50% 14.00% 14.00%

State Teachers Retirement System (STRS)

Contractually Required Contribution 521,193$             416,331$             315,824$             392,790$             

Contributions in Relation to the 
Contractually Required Contribution (521,193) (416,331) (315,824) (392,790)

Contribution Deficiency (Excess) 0$                        0$                        0$                        0$                        

School's Covered Payroll 3,722,807$          2,973,793$          2,255,886$          2,805,643$          

Pension Contributions as a Percentage of 
Covered Payroll 14.00% 14.00% 14.00% 14.00%

Alternative Education Academy
Lucas County, Ohio

Required Supplementary Information
Schedule of the School's Contributions  - Pension

Last Ten Fiscal Years

See accompanying notes to the required supplementary information.
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2015 2014 2013 2012 2011 2010

74,735$               32,487$               49,677$               53,812$               40,846$               46,410$               

(74,735) (32,487) (49,677) (53,812) (40,846) (46,410)

0$                        0$                        0$                        0$                        0$                        0$                        

567,033$             234,394$             358,938$             400,089$             324,948$             342,762$             

13.18% 13.86% 13.84% 13.45% 12.57% 13.54%

269,986$             178,358$             397,980$             284,617$             313,010$             348,853$             

(269,986) (178,358) (397,980) (284,617) (313,010) (348,853)

0$                        0$                        0$                        0$                        0$                        0$                        

1,928,471$          1,371,985$          3,061,385$          2,189,362$          2,407,769$          2,683,485$          

14.00% 13.00% 13.00% 13.00% 13.00% 13.00%

See accompanying notes to the required supplementary information.
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2019 2018 2017
School Employees Retirement System (SERS)

School's Proportion of the Net OPEB Liability 0.01934460% 0.01951170% 0.01714399%

School's Proportionate Share of the Net OPEB Liability 536,671$                523,643$                488,667$                

School's Covered Payroll 753,859$                695,936$                590,886$                

School's Proportionate Share of the Net OPEB Liability
as a Percentage of its Covered Payroll 71.19% 75.24% 82.70%

Plan Fiduciary Net Position as a Percentage of the Total OPEB Liability 13.57% 12.46% 11.49%

State Teachers Retirement System (STRS)

School's Proportion of the Net OPEB Liability/(Asset) 0.02615863% 0.02051969% 0.02927703%

School's Proportionate Share of the Net OPEB Liability/(Asset) (420,343)$               800,603$                1,565,743$              

School's Covered Payroll 2,973,793$              2,255,886$              2,805,643$              

School's Proportionate Share of the Net OPEB Liability/(Asset)
as a Percentage of its Covered Payroll -14.13% 35.49% 55.81%

Plan Fiduciary Net Position as a Percentage of the Total OPEB Liability 176.00% 47.10% 37.30%

(1) Information prior to 2017 is not available.

Note: The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

Alternative Education Academy
Lucas County, Ohio

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net OPEB Liability/(Asset)

Last Three Fiscal Years (1)

See accompanying notes to the required supplementary information.
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2019 2018 2017 2016
School Employees Retirement System (SERS)

Contractually Required Contribution (1) 4,328$                 6,947$                 1,933$                 612$                    

Contributions in Relation to the 
Contractually Required Contribution (4,328) (6,947) (1,933) (612)

Contribution Deficiency (Excess) 0$                        0$                        0$                        0$                        

School's Covered Payroll 739,370$             753,859$             695,936$             590,886$             

OPEB Contributions as a Percentage of 
Covered Payroll (1) 0.59% 0.92% 0.28% 0.10%

State Teachers Retirement System (STRS)

Contractually Required Contribution 0$                        0$                        0$                        0$                        

Contributions in Relation to the 
Contractually Required Contribution 0 0 0 0

Contribution Deficiency (Excess) 0$                        0$                        0$                        0$                        

School's Covered Payroll 3,722,807$          2,973,793$          2,255,886$          2,805,643$          

OPEB Contributions as a Percentage of 
Covered Payroll 0.00% 0.00% 0.00% 0.00%

(1) Includes surcharge

Alternative Education Academy
Lucas County, Ohio

Required Supplementary Information
Schedule of the School's Contributions - OPEB

Last Ten Fiscal Years

See accompanying notes to the required supplementary information.
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2015 2014 2013 2012 2011 2010

3,973$                 3,836$                 1,952$                 6,295$                 8,555$                 5,840$                 

(3,973) (3,836) (1,952) (6,295) (8,555) (5,840)

0$                        0$                        0$                        0$                        0$                        0$                        

567,033$             234,394$             358,938$             400,089$             324,948$             342,762$             

0.70% 1.64% 0.54% 1.57% 2.63% 1.70%

0$                        13,720$               30,614$               21,894$               24,078$               26,835$               

0 (13,720) (30,614) (21,894) (24,078) (26,835)

0$                        0$                        0$                        0$                        0$                        0$                        

1,928,471$          1,371,985$          3,061,385$          2,189,362$          2,407,769$          2,683,485$          

0.00% 1.00% 1.00% 1.00% 1.00% 1.00%

See accompanying notes to the required supplementary information.
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Note 1 - Net Pension Liability 
 
Changes in Assumptions - SERS 
 
For fiscal year 2017, the SERS Board adopted the following assumption changes: 

• Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent 
• Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent 
• Assumed real wage growth was reduced from 0.75 percent to 0.50 percent 
• Rates of withdrawal, retirement and disability were updated to reflect recent experience. 
• Mortality among active members was updated to RP-2014 Blue Collar Mortality Table with fully 

generational projection and a five year age set-back for both males and females. 
• Mortality among service retired members, and beneficiaries was updated to RP-2014 Blue Collar 

Mortality Table with fully generational projection with Scale BB, 120 percent of male rates, and 
110 percent of female rates. 

• Mortality among disabled members was updated to RP-2000 Disabled Mortality Table, 90 
percent for male rates and 100 percent for female rates, set back five years is used for the period 
after disability retirement.   

 
Changes in Benefit Terms - SERS 

For fiscal year 2018, the cost-of-living adjustment was changed from a fixed 3.00 percent to a cost-of-living 
adjustment that is indexed to CPI-W not greater than 2.50 percent with a floor of zero percent beginning 
January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has enacted a 
three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the Retirement Board approved several changes to the actuarial assumptions in 2017. 
The long term expected rate of return was reduced from 7.75 percent to 7.45 percent, the inflation 
assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered to 
3.00 percent, and total salary increases rate was lowered by decreasing the merit component of the 
individual salary increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy and 
disabled mortality assumptions were updated to the RP-2014 mortality tables with generational 
improvement scale MP-2016. Rates of retirement, termination and disability were modified to better reflect 
anticipated future experience. 
 
Changes in Benefit Terms - STRS 
 
For fiscal year 2018, the cost-of-living adjustment (COLA) was reduced to zero.  
 
Note 2 - Net OPEB Liability 
 
Changes in Assumptions – SERS 
 
Amounts reported for fiscal year 2019 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 3.56 percent to 3.62 
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percent. Single Equivalent Interest Rate, net of plan investment expense, including price inflation,   
increased from 3.63 percent to 3.70 percent. The health care cost trend assumptions changed as follows:  
 
Pre-Medicare 
  Fiscal year 2018  7.50 percent initially, decreasing to 4.00 percent 

Fiscal year 2019 7.25 percent initially, decreasing to 4.75 percent 
Medicare 
 Fiscal year 2018  5.50 percent initially, decreasing to 5.00 percent 

Fiscal year 2019 5.375 percent initially, decreasing to 4.75 percent 
 

Amounts reported for fiscal year 2018 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 2.92 percent to 3.56 
percent. Single Equivalent Interest Rate, net of plan investment expense, including price inflation,   
increased from 2.98 percent to 3.63 percent. 
 
Changes in Benefit Terms - SERS 

There have been no changes to the benefit provisions. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2019, the discount rate was increased from the blended rate of 4.13 percent to the long-term 
expected rate of return of 7.45 percent. Valuation year per capita health care costs were updated. Health 
care cost trend rates ranged from 6.00 percent to 11 percent initially and a 4.50 percent ultimate rate for 
fiscal year 2018 and changed for fiscal year 2019 to a range of -5.20 percent to 9.60 percent, initially and a 
4.00 ultimate rate. 
 
For fiscal year 2018, the blended discount rate was increased from 3.26 percent to 4.13 percent. Valuation 
year per capita health care costs were updated, and the salary scale was modified. The percentage of future 
retirees electing each option was updated based on current data and the percentage of future disabled retirees 
and terminated vested participants electing health coverage were decreased. The assumed mortality, 
disability, retirement, withdrawal and future health care cost trend rates were modified along with the 
portion of rebated prescription drug costs. 
 
Changes in Benefit Terms – STRS 
 
For fiscal year 2019, the subsidy multiplier for non-Medicare benefit recipients was increased from 1.9 
percent to 1.944 percent per year of service effective January 1, 2019. The non-Medicare frozen subsidy 
base premium was increased effective January 1, 2019 and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 1, 2020. 
 
For fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued for 
certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will be 
discontinued beginning January 2019. This was subsequently extended, see above paragraph.  
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December 15, 2019 
 
To the Board of Directors 
Alternative Education Academy  
Lucas County, Ohio 
1830 Adams Street 
Toledo, Ohio 43624 
 

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 
and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards  
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of Alternative Education 
Academy, Lucas County, Ohio (the “School”) as of and for the year ended June 30, 2019, and the related 
notes to the financial statements, which collectively comprise the School’s basic financial statements, and 
have issued our report thereon dated December 15, 2019. 
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School’s internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate in 
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the School’s internal control. Accordingly, we 
do not express an opinion on the effectiveness of the School’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with 
governance. 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified. 
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Compliance and Other Matters Based on an Audit of Financial Statements  
Performed in Accordance with Government Auditing Standards 

Page 2 of 2 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 
results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 

 
 
 
 
 

        Medina, Ohio 

Attachment 26: Audited Financial Statements Page 4727



 

44 
 

 
 
 
 
December 15, 2019 
 
To the Board of Directors 
Alternative Education Academy 
Lucas County, Ohio 
1830 Adams Street 
Toledo, Ohio 43624 
 

Independent Auditor’s Report on Compliance for Each Major Federal Program and  
Report on Internal Control over Compliance Required by the Uniform Guidance 

 
Report on Compliance for Each Major Federal Program 
 
We have audited the Alternative Education Academy’s, Lucas County, Ohio (the “School”) compliance 
with the types of compliance requirements described in the OMB Compliance Supplement that could have 
a direct and material effect on each of the School’s major federal programs for the year ended June 30, 
2019. The School’s major federal programs are identified in the summary of auditor’s results section of 
the accompanying Schedule of Findings and Questioned Costs. 
 
Management’s Responsibility 
 
Management is responsible for compliance with federal statutes, regulations, and the terms and conditions 
of its federal awards applicable to its federal programs. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on compliance for each of the School’s major federal programs 
based on our audit of the types of compliance requirements referred to above. We conducted our audit of 
compliance in accordance with auditing standards generally accepted in the United States of America; the 
standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States; the audit requirements of Title 2 U.S. Code of Federal 
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements 
for Federal Awards (Uniform Guidance). Those standards and Uniform Guidance require that we plan 
and perform the audit to obtain reasonable assurance about whether noncompliance with the types of 
compliance requirements referred to above that could have a direct and material effect on a major federal 
program occurred. An audit includes examining, on a test basis, evidence about the School’s compliance 
with those requirements and performing such other procedures as we considered necessary in the 
circumstances. 
 
We believe that our audit provides a reasonable basis for our opinion on compliance for each major 
federal program. However, our audit does not provide a legal determination of the School’s compliance. 
 
Opinion on Each Major Federal Program 
 
In our opinion, the School complied, in all material respects, with the types of compliance requirements 
referred to above that could have a direct and material effect on each of its major federal programs for the 
year ended June 30, 2019. 
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Report on Internal Control over Compliance 
 
Management of the School is responsible for establishing and maintaining effective internal control over 
compliance with the types of compliance requirements referred to above. In planning and performing our 
audit of compliance, we considered the School’s internal control over compliance with the types of 
requirements that could have a direct and material effect on each major federal program to determine the 
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on 
compliance for each major federal program and to test and report on internal control over compliance in 
accordance with Uniform Guidance, but not for the purpose of expressing an opinion on the effectiveness 
of internal control over compliance. Accordingly, we do not express an opinion on the effectiveness of the 
School’s internal control over compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a 
federal program on a timely basis. A material weakness in internal control over compliance is a 
deficiency, or combination of deficiencies, in internal control over compliance, such that there is a 
reasonable possibility that material noncompliance with a type of compliance requirement of a federal 
program will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in 
internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over 
compliance with a type of compliance requirement of a federal program that is less severe than a material 
weakness in internal control over compliance, yet important enough to merit attention by those charged 
with governance. 
 
Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over 
compliance that might be material weaknesses or significant deficiencies. We did not identify any 
deficiencies in internal control over compliance that we consider to be material weaknesses. However, 
material weaknesses may exist that have not been identified. 
 
The purpose of this report on internal control over compliance is solely to describe the scope of our 
testing of internal control over compliance and the results of that testing based on the requirements of the 
Uniform Guidance. Accordingly, this report is not suitable for any other purpose. 

 
                 Medina, Ohio 
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Total Provided
CFDA # Grant Year Disbursements to Subrecipients

U. S. Department of Education

Passed Through Ohio Department of Education:

Title I Grants to Local Educational Agencies 84.010 2019 516,617$        0$                      

Special Education Cluster:
Special Education Grants to States 84.027 2019 465,607          0

Total Special Education Cluster 465,607          0

Improving Teacher Quality State Grants 84.367 2019 112,785          0

Title IV-A Student Support and Academic Enrichment 84.424 2019 64                   0
Total U.S. Department of Education 1,095,073       0                        

TOTAL FEDERAL FINANCIAL ASSISTANCE 1,095,073$     0$                      

ALTERNATIVE EDUCATION ACADEMY
LUCAS COUNTY, OHIO

Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2019

Federal Grantor/ Pass-Through Grantor/ Program Title
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Note A – Basis of Presentation 
The accompanying schedule of expenditures of federal awards (the “Schedule”) includes the federal 
award activity of the Alternative Education Academy (the “School”) under programs of the federal 
government for the year ended June 30, 2019. The information in this Schedule is presented in accordance 
with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative 
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). 
Because the Schedule presents only a selected portion of the operations of the School, it is not intended to 
and does not present the financial position, changes in net position, or cash flows of the School. 
 
Note B – Summary of Significant Accounting Policies 
Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures 
are recognized following the cost principles contained in the Uniform Guidance, wherein certain types of 
expenditures are not allowable or are limited as to reimbursement. The School has elected not to use the 
10-percent de minimis indirect cost rate allowed under the Uniform Guidance. 
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1.  SUMMARY OF AUDITOR'S RESULTS 
 

(d) (1) (i) 
 

Type of Financial Statement 
Opinion 

Unmodified 
 

(d) (1) (ii) 
 

Were there any material control 
weakness conditions reported at the 
financial statement level (GAGAS)? 

 
No 
 

(d) (1) (ii) 
 

Were there any significant deficiencies 
conditions reported at the financial 
statement level (GAGAS)? 

 
None Reported 

(d) (1) (iii) 
 

Were there any reported material non-
compliance at the financial statement 
level (GAGAS)? 

 
No 
 

(d) (1) (iv) 
 

Were there any material internal control 
weakness conditions reported for major 
federal programs? 

 
No 
 

(d) (1) (iv) 
 

Were there any significant deficiencies 
reported for major federal programs? 

 
None Reported 

(d) (1) (v) 
 

Type of Major Programs’ Compliance 
Opinion 

 
Unmodified 

(d) (1) (vi) 
 

Are there any reportable findings under 
2 CFR 200.516(a)? 

 
No 

(d) (1) (vii) 
 

Major Programs (list): 
Title I Grants to Local Educational 
Agencies 

CFDA 
 #84.010 

(d) (1) (viii) 
Dollar Threshold: Type A/B Programs Type A: > $750,000 

Type B:  all others 

(d) (1) (ix) 
Low Risk Auditee under 2 CFR 
200.520? 

Yes 

 
 

2.   FINDINGS RELATED TO THE FINANCIAL STATEMENTS 
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS 

  
None were noted 
 

3.   FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS 

 
None were noted.    
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ALTERNATIVE EDUCATION ACADEMY 

SUMMIT COUNTY 

CLERK’S CERTIFICATION 
This is a true and correct copy of the report which is required to be filed in the Office of the 
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio. 

CLERK OF THE BUREAU 

CERTIFIED 
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www.ohioauditor.gov

 
 
 
Board of Directors 
Alternative Education Academy 
3320 W. Market St 
Fairlawn, OH 44333 
 
 
We have reviewed the Independent Auditor’s Report of the Alternative Education Academy, 
Summit County, prepared by Rea & Associates, Inc., for the audit period July 1, 2017 through 
June 30, 2018.  Based upon this review, we have accepted these reports in lieu of the audit 
required by Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying 
financial statements and, accordingly, we are unable to express, and do not express an opinion on 
them.  
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Alternative Education Academy is responsible 
for compliance with these laws and regulations. 
 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
March 4, 2019  
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December 27, 2018 
 
To the Board of Directors  
Alternative Education Academy 
Lucas County, Ohio 
1830 Adams Street 
Toledo, Ohio 43624 
 

Independent Auditor's Report 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Alternative Education Academy, Lucas 
County, Ohio, (the “School”) as of and for the year ended June 30, 2018, and the related notes to the 
financial statements, which collectively comprise the School’s basic financial statements as listed in the 
table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the School’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the School’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating 
the appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
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Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the School, as of June 30, 2018, and the changes in its financial position and its cash 
flows for the year then ended in accordance with accounting principles generally accepted in the United 
States of America. 
 
Emphasis of a Matter  
 
As described in Note 3, the School restated the net position balance to account for the implementation of 
GASB Statement No. 75, Accounting and Financial reporting for Postemployment Benefits other than 
Pensions. Our opinion is not modified with respect to this matter. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the the 
Management’s Discussion and Analysis, Schedule of the School’s Proportionate Share of the Net Pension 
Liability, Schedule of the School’s Contributions-Pension, Schedule of the School’s Proportionate Share 
of the Net OPEB Liability, and Schedule of the School’s Contributions-OPEB on pages 4-8, 37, 38-39, 41 
and 42-43, respectively, be presented to supplement the basic financial statements. Such information, 
although not a part of the basic financial statements, is required by the Governmental Accounting 
Standards Board who considers it to be an essential part of financial reporting for placing the basic 
financial statements in an appropriate operational, economic, or historical context. We have applied 
certain limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion 
or provide any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance. 
 
Other Information 
 
Our audit was conducted for the purpose of forming an opinion on the financial statements that 
collectively comprise the School’s basic financial statements. The Schedule of Expenditures of Federal 
Awards, as required by Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform 
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards is presented 
for purposes of additional analysis and is not a required part of the basic financial statements. 
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The Schedule of Expenditures of Federal Awards is the responsibility of management and was derived 
from and relates directly to the underlying accounting and other records used to prepare the basic 
financial statements. Such information has been subjected to the auditing procedures applied in the audit 
of the basic financial statements and certain additional procedures, including comparing and reconciling 
such information directly to the underlying accounting and other records used to prepare the basic 
financial statements or to the basic financial statements themselves, and other additional procedures in 
accordance with auditing standards generally accepted in the United States of America. In our opinion, 
the Schedule of Expenditures of Federal Awards is fairly stated, in all material respects, in relation to the 
basic financial statements as a whole.  
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated December 27, 
2018 on our consideration of the School’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the School’s internal control over financial reporting or on compliance. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards in considering the 
School’s internal control over financial reporting and compliance. 

 
 

 
        Medina, Ohio 
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The discussion and analysis of the Alternative Education Academy’s (the School) financial performance 
provides an overall review of the School’s financial activities for the fiscal year ended June 30, 2018.  
The intent of this discussion and analysis is to look at the School’s financial performance as a whole; 
readers should also review the basic financial statements and notes to the basic financial statements to 
enhance their understanding of the School’s financial performance.  
 
The Management’s Discussion and Analysis (MD&A) is an element of the reporting model adopted by 
the Governmental Accounting Standard Board (GASB) in their Statement No. 34 Basic Financial 
Statements – and Management’s Discussion and Analysis – for State and Local Governments issued 
June 1999.  Certain comparative information between the current year and the prior year is required to be 
presented in the MD&A.   
 
Financial Highlights 
 

• In total, net position increased $2,715,312, which represents a 30.5 percent increase from 2017 
restated net position.   

 
• Total assets increased $915,465, which represents a 27.2 percent increase from 2017.  

 
• Liabilities decreased $4,758,342, which represents a 30.8 percent decrease from 2017.  

 
• The School implemented GASB 75, which reduced beginning net position as previously reported 

by $2,052,477.  
 

• A decrease in net pension liability and net OPEB liability substantially decreased fringe benefits 
(reported as pension/OPEB expense) compared to fiscal year 2017. See further explanation after 
Table 1. 

 
The net pension liability (NPL) is the largest single liability reported by the School at June 30, 2018   and 
is reported pursuant to GASB Statement 68, Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27.   For fiscal year 2018, the School adopted GASB Statement 75, 
Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions, which 
significantly revises accounting for costs and liabilities related to other postemployment benefits (OPEB).  
For reasons discussed below, many end users of this financial statement will gain a clearer understanding 
of the School’s actual financial condition by adding deferred inflows related to pension and OPEB, the 
net pension liability and the net OPEB liability to the reported net position and subtracting deferred 
outflows related to pension and OPEB. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OPEB liability.  GASB 68 and 
GASB 75 take an earnings approach to pension and OPEB accounting; however, the nature of Ohio’s 
statewide pension/OPEB plans and state law governing those systems requires additional explanation in 
order to properly understand the information presented in these statements. 
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GASB 68 and GASB 75 require the net pension liability and the net OPEB liability to equal the School’s 
proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service  

2 Minus plan assets available to pay these benefits 
 
GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, 
benefits, and the promise of a future pension and other postemployment benefits.  GASB noted that the 
unfunded portion of this promise is a present obligation of the government, part of a bargained-for benefit 
to the employee, and should accordingly be reported by the government as a liability since they received 
the benefit of the exchange.  However, the School is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement systems to provide healthcare to eligible benefit recipients.  The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a 
specific, legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension/OPEB plan as against the public employer.  State law 
operates to mitigate/lessen the moral obligation of the public employer to the employee, because all 
parties enter the employment exchange with notice as to the law.  The retirement system is responsible for 
the administration of the pension and OPEB plans.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability.  As explained above, changes in benefits, 
contribution rates, and return on investments affect the balance of these liabilities, but are outside the 
control of the local government.  In the event that contributions, investment returns, and other changes are 
insufficient to keep up with required payments, State statute does not assign/identify the responsible party 
for the unfunded portion.  Due to the unique nature of how the net pension liability and the net OPEB 
liability are satisfied, these liabilities are separately identified within the long-term liability section of the 
statement of net position. 
 
In accordance with GASB 68 and GASB 75, the School’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB liability, respectively, not accounted for as 
deferred inflows/outflows.  
 
As a result of implementing GASB 75, the School is reporting a net OPEB liability and deferred 
inflows/outflows of resources related to OPEB on the accrual basis of accounting.  This implementation 
also had the effect of restating net position at June 30, 2017, from ($6,837,606) to ($8,890,083). 
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Using this Financial Report 
 
This report consists of three parts, the Required Supplementary Information, the basic financial 
statements, and notes to those statements.  The basic financial statements include a Statement of Net 
Position, a Statement of Revenues, Expenses and Changes in Net Position, and a Statement of Cash 
Flows.  
 
Statement of Net Position 
 
The Statement of Net Position answers the question of how the School did financially during fiscal year 
June 30, 2018.  This statement includes all assets, deferred outflows of resources, liabilities, deferred 
inflows of resources, and net position, both financial and capital, and current and long-term using the 
accrual basis of accounting and economic resources focus, which is similar to the accounting used by 
most private-sector companies.  This basis of accounting takes into account all revenues and expenses 
during the year, regardless of when the cash is received or expended.  
 
Table 1 provides a summary of the School’s net position for fiscal year 2018 and fiscal year 2017. 
 

Restated
2018 2017

Assets
Current Assets 3,528,009$     1,584,380$     
Noncurrent Assets 752,461 1,780,625
Total Assets 4,280,470 3,365,005

Deferred Outflows 3,069,419 3,216,296

Liabilities
Current Liabilities 1,481,050 450,093
Long Term Liabilities 9,223,139 15,012,438
Total Liabilities 10,704,189 15,462,531

Deferred Inflows 2,820,471 8,853

Net Position
Unrestricted (6,174,771) (8,890,083)
Total Net Position (6,174,771)$    (8,890,083)$    

(Table 1)
Statement of Net Position

 
Total assets increased $915,465. This was primarily due to an increase in cash due to revenues exceeding 
expenses, offset by a reduction in noncurrent assets with annual payments relating to FTE adjustments. 
Liabilities decreased $4,758,342. Current liabilities increased $1,030,957. This is primarily due to an 
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increase in continuing fees payable, which resulted primarily from fiscal year 2017 FTE adjustments. The 
significant decrease in net pension liability is largely the result of a change in benefit terms in which 
STRS reduced their COLA to zero coupled by a slight reduction in COLA benefits by SERS. The 
significant changes in pension and OPEB deferred outflows and pension deferred inflows are primarily 
from changes in proportionate share of contributions.  All components of pension and OPEB accruals 
contribute to the fluctuations in deferred outflows/inflows and NPL/NOL and are described in more detail 
in their respective notes. 
 
Statement of Revenues, Expenses, and Changes in Net Position 
 
Table 2 shows the change in net position for fiscal years 2018 and 2017.  
 

2018 2017

Operating Revenue 10,963,943$   7,649,174$     
Non-Operating Revenue 891,241 1,111,828
Total Revenue 11,855,184 8,761,002

Operating Expenses 9,139,872 9,776,999

Change In Net Position 2,715,312$     (1,015,997)$    

(Table 2)
Change in Net Position

 
The information necessary to restate the 2017 beginning balances and the 2017 OPEB expense amounts 
for the effects of the initial implementation of GASB 75 is not available. Therefore, 2017 operating 
expenses still include OPEB expense of $1,933 computed under GASB 45. GASB 45 required 
recognizing pension expense equal to the contractually required contributions to the plan. Under GASB 
75, OPEB expense represents additional amounts earned, adjusted by deferred inflows/outflows. The 
contractually required contribution is no longer a component of OPEB expense. Under GASB 75, the 
2018 statements report negative OPEB expense of $267,353. Consequently, in order to compare 2018 
total operating expenses to 2017, the following adjustments are needed: 
 

Total 2018 Expenses under GASB 75 9,139,872$        
Negative OPEB Expense under GASB 75 267,353
2018 Contractually Required Contribution 6,947

Adjusted 2018 Expenses 9,414,172
Total 2017 Expenses under GASB 45 9,776,999
Decrease in Expenses not Related to OPEB (362,827)$         
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The increase in overall revenues from 2017 was due to an increase in the School’s State aid due to an 
increase in full-time equivalency (FTE) enrollment.  The School’s most significant expense, “Purchased 
services: management fees” increased in relation to the increase in State aid because of the management 
agreement in place between the School and WHDL, LLC.  The agreement provides that specific 
percentages of the revenues received by the School will be paid to WHDL to fund operations (See notes 
to the basic financial statements, note 9).  See financial highlights for explanation of fluctuation in 
operating expenses. The negative expense reported by Pension & OPEB was also caused by these 
accruals. 
 
Capital Assets  
 
For the year ended June 30, 2018, all assets had been fully depreciated in a prior fiscal year. See Note 7 
for further information. 
 
Current Financial Issues 
 
Alternative Education Academy received revenue for 1,492 students in 2018. Alternative Education 
Academy is different from many other schools as it provides education in a distance-learning environment 
to students in nearly every county in the State of Ohio. State law governing community schools allows for 
the School to have open enrollment across traditional school district boundaries.   
 
The School receives its support almost entirely from state aid.  Per pupil revenue from state aid for the 
School averaged $7,348 in fiscal year 2018. The School receives additional revenue from grant subsidies. 
 
Although there is a possibility that State aid will be cut in future years due to the economic climate, the 
School feels that the relationship with the management company will insulate them from any significant 
change.  The relationship brings stability to the School since specific percentages of revenues are payable 
to the management company (See notes to the basic financials statements, note 9). 
 
Contacting the School’s Financial Management 
 
This financial report is designed to provide our readers with a general overview of the School’s finances 
and to show the School’s accountability for the money it receives.  If you have questions about this report 
or need additional information, contact the Fiscal Officer at 3320 West Market Street, Suite 300, 
Fairlawn, Ohio  44333. 

Attachment 26: Audited Financial Statements Page 4747



ASSETS

Current Assets
Cash & Cash Equivalents 3,042,814$                 
Management Fees Receivable 428,207
Grant Funding Receivable 27,057
Accounts Receivable 8,227
Sponsor Fee Receivable 15,780
Prepaid Insurance 5,924

Total Current Assets 3,528,009

Noncurrent Assets
Management Fees Receivable 752,461

Total Assets 4,280,470

DEFERRED OUTFLOWS OF RESOURCES

Pension 2,972,126
OPEB 97,293

Total Deferred Outflows of Resources 3,069,419

LIABILITIES

Current Liabilities
State Aid Payable 579,830
Continuing Fees Payable 797,984
Accounts Payable 76,180
Grant Funding Payable 27,056

Total Current Liabilities 1,481,050

Long Term Liabilities
Net Pension Liability 6,114,699
Net OPEB Liability 1,324,246
State Aid Payable 1,784,194

Total Long Term Liabilities 9,223,139

Total Liabilities 10,704,189

DEFERRED INFLOWS OF RESOURCES

Pension 2,269,247
OPEB 551,224

Total Deferred Inflows of Resources 2,820,471

NET POSITION

Unrestricted Net Position (6,174,771)$               

Alternative Education Academy

Statement of Net Position
June 30, 2018

Lucas County, Ohio

9
See accompanying notes to the basic financial statements.
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OPERATING REVENUES

State Basic Aid 10,854,494$               
Facilities Aid 38,340
3rd Grade Reading Bonus 4,416
Graduation Bonus 8,825
Casino Revenue 57,868

Total Operating Revenues 10,963,943

OPERATING EXPENSES

Purchased Services: Management Fees 10,636,761
Purchased Services: Grant Programs 863,980
Pension & OPEB (2,830,802)
Sponsorship Fees 306,056
Other Expenses 163,877

Total Operating Expenses 9,139,872

Operating Income (Loss) 1,824,071

NON-OPERATING REVENUES

Federal and State Grants 863,980
Miscellaneous Revenue 20,100
Interest 7,161

Total Non-Operating Revenues 891,241

Change in Net Position 2,715,312

Net Position Beginning of Year (Restated) (8,890,083)

Net Position End of Year (6,174,771)$                

Alternative Education Academy

Statement of Revenues, Expenses, and Changes in Net Position
For the Fiscal Year Ended June 30, 2018

Lucas County, Ohio

10
See accompanying notes to the basic financial statements.
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INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH FLOWS FROM OPERATING ACTIVITIES

Cash Received From State Aid 11,186,934$                
Cash Payments To Suppliers For Goods And Services (10,251,330)

                                      
Net Cash Provided by Operating Activities 935,604

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Cash Received From Grant Programs 863,979
Cash Received From Miscellaneous Revenue 20,100

Net Cash Received From Noncapital Financing Activities 884,079

CASH FLOWS FROM INVESTING ACTIVITIES

Cash Received From Interest 7,161

Net Increase in Cash and Cash Equivalents 1,826,844

Cash and Cash Equivalents at Beginning of Year 1,215,970
                                    

Cash and Cash Equivalents at End of Year 3,042,814$                  
                                    

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH
PROVIDED BY OPERATING ACTIVITIES

Operating Income (Loss) 1,824,071$                  

ADJUSTMENTS TO RECONCILE OPERATING INCOME (LOSS) TO NET
CASH USED FOR OPERATING ACTIVITIES

Changes in Assets, Liabilities, and Deferred Outflows/Inflows:
Accounts Receivable (5,085)
Management Fees Receivable 896,134
Sponsor Fee Receivable 44,169
Prepaids (132)
Deferred Outflows of Resources 146,877
Deferred Inflows of Resources 2,811,618
Accounts Payable 30,949
State Aid Payable 222,991
Continuing Fees Payable 753,311
Net Pension/OPEB Liability (5,789,299)

                                      
Total Adjustments (888,467)

                                    
Net Cash Provided by Operating Activities 935,604$                     

For the Fiscal Year Ended June 30, 2018

Alternative Education Academy

Statement of Cash Flows
Lucas County, Ohio

11
See accompanying notes to the basic financial statements.
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NOTE 1 - DESCRIPTION OF THE SCHOOL AND REPORTING ENTITY 
 
Alternative Education Academy (the School) operating under the trade name as Ohio Distance and Electronic 
Learning Academy (“OHDELA”) is a federal 501(c) (3) tax-exempt, state nonprofit corporation established 
pursuant to Ohio Rev. Code Chapters 3314 and 1702 to maintain and provide a school exclusively for any 
educational, literary, scientific and related teaching service. The School, which is part of the State’s education 
program, is independent of any school district.  The School may sue and be sued, acquire facilities as needed, 
and contract for any services necessary for the operation of the School.  
 
The School contracts with WHDL, LLC (WHDL) for most of its functions.  (See note 9) Effective July 1, 
2018, the School contracted with ACCEL Online Ohio, LLC. 
 
The School is sponsored and approved for operation under contract with the Ohio Council for Community 
Schools (OCCS) (Sponsor) for a period commencing on July 1, 2006, and extending through June 30, 2012. 
The contract was renewed for a period commencing on July 1, 2012 through June 30, 2022. The School 
actually began operations on February 14, 2002. The School operates under a self-appointing Board of 
Directors (the Board).  The School’s Code of Regulations specify that vacancies that arise on the Board will be 
filled by the appointment of a successor director by a majority vote of the then existing directors. The Board is 
responsible for carrying out the provisions of the contract with the Sponsor, which include, but are not limited 
to, state-mandated provisions regarding student population, curriculum, academic goals, performance 
standards, admission standards, and qualifications of teachers. The School has one support facility, which is 
leased by WHDL.  The School is staffed by teaching personnel employed by WHDL, who provided services to 
approximately 1,492 full-time equivalent students during the fiscal year ended June 30, 2018.   
 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The basic financial statements of the School have been prepared in conformity with generally accepted 
accounting principles as applied to governmental nonprofit organizations. The Governmental Accounting 
Standards Board (GASB) is the accepted standard-setting body for establishing governmental accounting and 
financial reporting principles.   The more significant of the School’s accounting policies are described below. 
 
Basis of Presentation 
 
The School’s basic financial statements consist of a Statement of Net Position, a Statement of Revenues, 
Expenses and Changes in Net Position, and a Statement of Cash Flows. Enterprise fund reporting focuses on 
the determination of the change in net position, financial position and cash flows. 
 
Auditor of State of Ohio Bulletin No. 2000-005 requires the presentation of all financial activity to be reported 
within one enterprise fund for year-end reporting purposes. Enterprise accounting is used to account for 
operations that are financed and operated in a manner similar to private business enterprises where the intent is 
that the costs (expenses) of providing goods or services to the general public on a continuing basis be financed 
or recovered primarily through user charges. 
 
Measurement Focus and Basis of Accounting 
 
The accounting and financial reporting treatment applied to a fund is determined by its measurement focus.  
Enterprise accounting uses a flow of economic resources measurement focus.  With this measurement focus, all 
assets and deferred outflow of resources as well as all liabilities and deferred inflows of resources are included 
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on the Statement of Net Position.  Operating statements present increases (i.e., revenues) and decreases (i.e., 
expenses) in net position. The accrual basis of accounting is utilized for reporting purposes.  Revenues are 
recognized when they are earned, and expenses are recognized when they are incurred. 
 
Budgetary Process 
 
Community schools are statutorily required to adopt a budget by Ohio Revised Code 3314.032(C).  However, 
unlike traditional public schools located in the State of Ohio, community schools are not required to follow the 
specific budgetary process and limits set forth in the Ohio Revised Code Chapter 5705, unless specifically 
provided in the contract between the School and its Sponsor. The contract between the School and its Sponsor 
does not require the School to follow the provisions Ohio Revised Code Chapter 5705; therefore, no budgetary 
information is presented in the basic financial statements. 
 
Cash and Cash Equivalents 
 
All cash received by the School is maintained in a demand deposit account and STAR Ohio. For purposes of 
the Statement of Cash Flows and for presentation on the Statement of Net Position, investments with an 
original maturity of three months or less at the time they are purchased are considered to be cash equivalents. 
 
During the year 2018, the School invested in STAR Ohio.  STAR Ohio (the State Treasury Asset Reserve of 
Ohio), is an investment pool managed by the State Treasurer’s Office which allows governments within the 
State to pool their funds for investment purposes.  STAR Ohio is not registered with the SEC as an investment 
company, but has adopted Governmental Accounting Standards Board (GASB), Statement No. 79, Certain 
External Investment Pools and Pool Participants.  The School measures their investment in STAR Ohio at the 
net asset value (NAV) per share provided by STAR Ohio. The NAV per share is calculated on an amortized 
cost basis that provides an NAV per share that approximates fair value. 
 
For the fiscal year 2018, there were no limitations or restrictions on any participant withdrawals due to 
redemption notice periods, liquidity fees, or redemption gates.  However, notice must be given 24 hours in 
advance of all deposits and withdrawals exceeding $25 million. STAR Ohio reserves the right to limit the 
transaction to $100 million, requiring the excess amount to be transacted the following business day(s), but 
only to the $100 million limit. All accounts of the participant will be combined for these purposes. 
 
Intergovernmental Revenues 
 
The School currently participates in the State Foundation Program, facilities aid, 3rd grade reading bonus, 
graduation bonus, local grant income, and casino tax distributions, which are reflected under “operating 
revenues” on the Statement of Revenues, Expenses, and Changes in Net Position.  Revenues received from 
these programs are recognized as operating revenue in the accounting period in which all eligibility 
requirements have been met. 
 
Non-exchange transactions, in which the School receives value without directly giving equal value in return, 
include grants, entitlements, and contributions. Grants, entitlements, and contributions are recognized as non-
operating revenues in the accounting period in which all eligibility requirements have been met. 
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Eligibility requirements include timing requirements, which specify the year when the resources are required to 
be used or the fiscal year when use is first permitted; matching requirements, in which the School must provide 
local resources to be used for a specified purpose; and expenditure requirements, in which the resources are 
provided to the School on a reimbursement basis.  
 
Capital Assets and Depreciation 
 
For purposes of recording capital assets, the Board has a capitalization threshold of $5,000. 
 
Depreciation is computed by the straight-line method over three years for “computers and software.” 
 
Aside from those mentioned above, the School has no other capital assets, as the School operates under a 
management agreement with WHDL (see Note 9). 
 
Use of Estimates 
 
In preparing the financial statements, management is sometimes required to make estimates and assumptions 
that affect the reported amounts of assets and liabilities, the disclosure of contingent assets, deferred outflows 
of resources, liabilities and deferred inflows of resources at the date of the financial statements, and the 
reported amounts of revenues and expenses during the reporting period.  Actual results could differ from those 
estimates. 
 
Net Position 
 
Net position represents the difference between assets and deferred outflow of resources as well as deferred 
inflow of resources and liabilities. Net position consists of unrestricted balances. The School applies restricted 
resources first when an expense is incurred for purposes for which both restricted and unrestricted net position 
is available. 
 
Operating Revenues and Expenses 
 
Operating revenues are those revenues that are generated directly from the School’s primary activities. For the 
School, these revenues are primarily state aid payments. Operating expenses are necessary costs incurred to 
provide the goods and services that are the primary activities of the School. Revenues and expenses not 
meeting this definition are reported as non-operating. 
 
Pensions and Other Postemployment Benefits (OPEB) 
 
For purposes of measuring the net pension/OPEB liability, deferred outflows of resources and deferred inflows 
of resources related to pension/OPEB, and pension/OPEB expense; information about the fiduciary net 
position of the pension/OPEB plans and additions to/deductions from their fiduciary net positon have been 
determined on the same basis as they are reported by the pension/OPEB plan.  For this purpose, benefit 
payments (including refunds of employee contributions) are recognized when due and payable in accordance 
with the benefit terms.  The pension/OPEB plans report investments at fair value. 
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Deferred Outflows/Inflows of Resources  
 
In addition to assets, the statements of financial position will sometimes report a separate section for deferred 
outflows of resources. Deferred outflows of resources represent a consumption of net position that applies to a 
future period and will not be recognized as an outflow of resources (expense/expenditure) until then. For the 
School, deferred outflows of resources are reported on the statement of net position for pension and OPEB. 
The deferred outflows of resources related to pension and OPEB plans are explained in Notes 12 and 13. 
 
In addition to liabilities, the statements of financial position report a separate section for deferred inflows of 
resources. Deferred inflows of resources represent an acquisition of net position that applies to a future period 
and will not be recognized until that time. For the School, deferred inflows of resources include pension and 
OPEB, which are reported on the statement of net position. (See Notes 12 and 13). 
 
NOTE 3 – IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES AND RESTATEMENT OF  
NET POSITION 
 
For the fiscal year ended June 30, 2018, the School has implemented Governmental Accounting Standards 
Board (GASB) Statement No. 75, Accounting and Financial reporting for Postemployment Benefits other than 
Pensions, GASB Statement No. 81, Irrevocable Split-Interest Agreements, GASB Statement No. 85, Omnibus 
2017 and GASB Statement No. 86, Certain Debt Extinguishments. 
 
GASB Statement No. 75 requires recognition of the entire net postemployment benefits other than pensions 
(other postemployment benefits or OPEB) liability and a more comprehensive measure of postemployment 
benefits expense for OPEB provided to the employees of state and local governmental employers through 
OPEB plans that are administered through trusts or equivalent arrangements. The implementation of GASB 
Statement No. 75 resulted in the inclusion of net OPEB liability and OPEB expense components on the 
financial statements.  See below for the effect on net position as previously reported. 
  

Net Position, June 30, 2017 (6,837,606)$       
Adjustments:

Net OPEB Liability (2,054,410)
Deferred Outflow-Payments Subsequent to Measurement Date 1,933

Restated Net Position, July 1, 2017 (8,890,083)$       

 
Other than employer contributions subsequent to the measurement date, the School made no restatement for 
deferred inflows/outflows of resources as the information needed to generate these restatements was not 
available. 
 
GASB Statement No. 81 requires that a government that receives resources pursuant to an irrevocable split-
interest agreement recognize assets, liabilities, and deferred inflows of resources at the inception of the 
agreement. Furthermore, it requires that a government recognize assets representing its beneficial interests in 
irrevocable split-interest agreements that are administered by a third party, if the government controls the 
present service capacity of the beneficial interests. This Statement also requires that a government recognize 
revenue when the resources become applicable to the reporting period.  The implementation of GASB 
Statement No. 81 did not have an effect on the financial statements of the School. 
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GASB Statement No. 85 addresses a variety of topics including issues related to blending component units, 
goodwill, fair value measurement and application, and postemployment benefits. These changes were 
incorporated in the School’s fiscal year 2018 financial statements; however, there was no effect on beginning 
net position.  
 
GASB Statement No. 86 addresses the reporting and disclosure requirements of certain debt extinguishments 
including in-substance defeasance transactions and prepaid insurance associated with debt that is extinguished. 
The implementation of GASB Statement No. 86 did not have an effect on the financial statements of the 
School. 
 
NOTE 4 - DEPOSITS AND INVESTMENTS 
 
Protection of the School’s deposits is provided by the Federal Deposit Insurance Corporation (FDIC), by 
eligible securities pledged by the financial institution as security for repayment, or by the financial institutions 
participation in the Ohio Pooled Collateral System (OPCS), a collateral pool of eligible securities deposited 
with a qualified trustee and pledged to the Treasurer of State to secure the repayment of all public monies 
deposited in the financial institution. 
 
Investments 

 
As of June 30, 2018, the School had the following investment: 

 

Investment Type
Measurement

Value

Investment Maturity
3 Months
or Less

Percentage of
Total

STAROhio 193,571$                193,571$                   100%

 
Interest Rate Risk:  As a means of limiting its exposure to fair value losses arising from rising interest rates and 
according to state law, the School’s investment policy limits investment portfolio maturities to five years or 
less.  

 
Credit Risk:  STAR Ohio is an investment pool operated by the Ohio State Treasurer. It is unclassified since it 
is not evidenced by securities that exist in physical or book entry form. Ohio law requires STAR Ohio maintain 
the highest rating provided by at least one nationally recognized standard rating service. The weighted average 
of maturity of the portfolio held by STAR Ohio as of June 30, 2018, is 49 days and carries a rating of AAAm 
by S&P Global Ratings. 
 
Concentration of Credit Risk:  The School places no limit on the amount that may be invested in any one 
issuer.   
 
NOTE 5 - FEES RECEIVABLE 
 
The School was over paid by $2,141,033 during FY17 and ODE will deduct the overpayment from future state 
aid payments. $35,684 will be deducted out of the School’s monthly state aid payments to recover the FTE 
2017 #1 settlement until the overpayment is repaid in full. 
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A “Management fees receivable” from WHDL is reported by the school in the amount of $1,180,668 for the 
remaining balance of the percentage time adjustment for recovery of FTE 2017 #1 settlement.  
 

Account Short Term Long Term Total
Management Fees Receivable 428,207$        752,461$       1,180,668$     

 
A “Sponsor fees receivable” from OCCS has been recorded by the school in the amount of $15,780 for the 
percentage time adjustment for recovery of FTE 2017 #1 settlement. Sponsor fees are assessed at 2.8% of the 
total state funds received.  
 
NOTE 6 - GRANTS FUNDING RECEIVABLE/PAYABLE 
 
The School has recorded “Grants funding receivable” in the amount of $27,057 to account for the remainder of 
State and Federal awards allocated to the School, but not received as of June 30, 2018. 
 
Additionally, under the terms of the management agreement (See note 9), the School has recorded a liability to 
WHDL in the amount of $27,057 for the percent of any State and Federal monies earned by but uncollected or 
unpaid to WHDL as of June 30, 2018. 
 
NOTE 7 - CAPITAL ASSETS AND DEPRECIATION 
 
For the year ended June 30, 2018, the School had $266,883 in fully depreciated computers and software.  
 
NOTE 8 - RISK MANAGEMENT 
 
Property and Liability: The School is exposed to various risks of loss related to torts; theft or damage to, and 
destruction of assets; errors and omissions; injuries to employees; and natural disasters. As part of its 
management agreement with WHDL, WHDL has contracted with an insurance company for property and 
general liability insurance pursuant to the management agreement (See note 9).  There was no significant 
reduction in insurance coverage from the prior year and claims have not exceeded insurance coverage over the 
past three years.  
 
Director and Officer: Coverage has been purchased by the School with a $5,000,000 aggregate limit and a 
$10,000 deductible. 
 
NOTE 9 - AGREEMENT WITH WHDL, LLC 
 
Effective March 30, 2009, the School entered into a revised management agreement (Agreement) that renews 
the Agreement with WHDL until June 30, 2019.  On July 1, 2014 the Agreement was amended to further 
define continuing fees owed from the School to WHDL.  Additionally, the School and WHDL amended the 
revised management agreement on November 1, 2010. WHDL is an educational consulting and management 
company.  
 
On June 8, 2018, the Board authorized the termination of the agreement with WHDL, and the Board 
authorized the negotiation and signing of a management agreement with ACCEL Online Ohio, LLC, which 
became effective July 1 2018. As part of the transition, WHDL is required to pay the School the balance owed 
for the management fee receivable, which it paid in July 2018. The School repaid the remaining funds owed to 
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the ODE of $1,784,194, as a result of the fiscal year 2017 FTE adjustment number 2, on July 13, 2018.  
 
Substantially all functions of the School have been contracted to WHDL.  WHDL is responsible and 
accountable to the School’s Board of Directors for the administration and operation of the school. The School 
is required to pay WHDL a monthly continuing fee of 97 percent of the School's “Qualified Gross Revenues”, 
defined in the Agreement as revenues generated on a per student basis received by the School from the State of 
Ohio Department of Education pursuant to Title 33 of the Ohio Revised Code and any other statute applicable 
to Community Schools as defined in the Code.  Qualified gross revenues do not include casino revenue, 
student fees, charitable contributions, PTA/PTO income, Federal Title Programs and such other federal, state 
and local government funding designated to compensate the School for the education of its students and other 
miscellaneous revenue received.  
 
WHDL shall receive 100 percent of any and all grants or funding of any kind generated by WHDL and its 
affiliates beyond the regular per pupil state funding received by the School, subject to any terms and conditions 
attached to the grants, if any.  The continuing fee is paid to WHDL based on the previous month’s qualified 
gross revenues.  
 
The School had purchased service expenses for the year ended June 30, 2018 of $11,500,741 of which 
$840,804 was payable and $1,180,668 was receivable from WHDL, LLC and at June 30, 2018.  WHDL will 
be responsible for all costs incurred in providing the educational program at the School, which include but are 
not limited to, salaries and benefits of personnel, curriculum materials, textbooks, library books, computers and 
other equipment, software, supplies, building payments, maintenance, capital, and insurance. 
 
NOTE 10 - SPONSORSHIP FEES 
 
Under Paragraph D(4) of the sponsor contract with the OCCS, it states that the School “…shall pay to the 
Sponsor the amount of 2.8 percent of the total state funds received for the first 2,500 students received each 
year, 2.6 percent of the total state funds for the next 2,500-3,500 students received, and 2.4 percent of the total 
state funds after 3,500 students received each year, in consideration for the time, organization, oversight, fees, 
and costs of  the Sponsor pursuant to this Contract.”   Such fees are paid to the OCCS monthly.  As indicated 
on the Statement of Revenues, Expenses, and Changes in Net Position, the School incurred $306,056 in 
sponsorship fees to OCCS. 
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NOTE 11 - MANAGEMENT COMPANY EXPENSES 
 
For the year ended June 30, 2018, WHDL, LLC incurred the following expenses on behalf of the School. 
 

 
 
NOTE 12 - DEFINED BENEFIT PENSION PLANS 
 
Net Pension Liability 
 
The net pension liability reported on the statement of net position represents a liability to employees for 
pensions. Pensions are a component of exchange transactions—between an employer and its employees—of 
salaries and benefits for employee services.  Pensions are provided to an employee—on a deferred-payment 
basis—as part of the total compensation package offered by an employer for employee services each financial 
period.  The obligation to sacrifice resources for pensions is a present obligation because it was created as a 
result of employment exchanges that already have occurred. 

 
The net pension liability represents the School’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-term 
variables, including estimated average life expectancies, earnings on investments, cost of living adjustments 
and others.  While these estimates use the best information available, unknowable future events require 
adjusting this estimate annually.   

 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which pensions are financed; however, the School does 
receive the benefit of employees’ services in exchange for compensation including pension.  

 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All contributions 
to date have come solely from these employers (which also includes costs paid in the form of withholdings 

Attachment 26: Audited Financial Statements Page 4758



Alternative Education Academy 
Lucas County, Ohio 

Notes to the Basic Financial Statements 
For the Fiscal Year Ended June 30, 2018 

____________________________________________________________________________________ 
 

20 
 

from employees).  State statute requires the pension plans to amortize unfunded liabilities within 30 years.  If 
the amortization period exceeds 30 years, each pension plan’s board must propose corrective action to the 
State legislature.  Any resulting legislative change to benefits or funding could significantly affect the net 
pension liability.  Resulting adjustments to the net pension liability would be effective when the changes are 
legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability on 
the accrual basis of accounting.  Any liability for the contractually-required pension contribution outstanding 
at the end of the year is included in continuing fee payable.   

 
Plan Description - School Employees Retirement System (SERS) 
 
Plan Description – School non-teaching employees participate in SERS, a statewide, cost-sharing multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability and 
survivor benefits to plan members and beneficiaries.  Authority to establish and amend benefits is provided by 
Ohio Revised Code Chapter 3309.  SERS issues a publicly available, stand-alone financial report that includes 
financial statements, required supplementary information and detailed information about SERS’ fiduciary net 
position.  That report can be obtained by visiting the SERS website at www.ohsers.org under 
Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 
  

Eligible to Retire on or before Eligible to Retire on or after

August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or

Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.  
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that varies 
based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of service credit 
over 30.  Final average salary is the average of the highest three years of salary. 
 
When a benefit recipient has received benefits for 12 months, an annual COLA is provided. This COLA is 
calculated on the base retirement benefit at the date of retirement and is not compounded. For those retiring 
prior to January 7, 2013, the COLA will continue to be a three percent simple annual COLA. For those 
retiring after January 7, 2013, beginning in calendar year 2019, the COLA will be based on the average 
percentage increase in the Consumer Price Index, capped at three percent. 
  
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and the 
School is required to contribute 14 percent of annual covered payroll.  The contribution requirements of plan 
members and employers are established and may be amended by the SERS’ Retirement Board up to statutory 
maximum amounts of 10 percent for plan members and 14 percent for employers.  The Retirement Board, 
acting with the advice of the actuary, allocates the employer contribution rate among four of the System’s 
funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care Fund).  For the fiscal year 
ended June 30, 2018, the allocation to pension, death benefits, and Medicare B was 14 percent.  SERS 
allocated 0.5 percent of employer contributions to the Health Care Fund for fiscal year 2018. 
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The School’s contractually required contribution to SERS was $101,771 for fiscal year 2018. 
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS issues a 
stand-alone financial report that includes financial statements, required supplementary information and detailed 
information about STRS’ fiduciary net position.  That report can be obtained by writing to STRS, 275 E. 
Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the STRS Web site at 
www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined Contribution 
(DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307.  The DB plan 
offers an annual retirement allowance based on final average salary multiplied by a percentage that varies 
based on years of service.  Effective August 1, 2015, the calculation was 2.2 percent of final average salary for 
the five highest years of earnings multiplied by all years of service. Members are eligible to retire at age 60 
with five years of qualifying service credit, or at age 55 with 26 years of service, or 31 years of service 
regardless of age.  Eligibility changes will be phased in until August 1, 2026, when retirement eligibility for 
unreduced benefits will be five years of service credit and age 65, or 35 years of service credit and at least age 
60. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by the 
member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined benefit 
unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination of 
employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent of 
the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
Member contributions to the DC Plan are allocated among investment choices by the member, and 
contributions to the DB Plan from the employer and the member are used to fund the defined benefit payment 
at a reduced level from the regular DB Plan. The defined benefit portion of the Combined Plan payment is 
payable to a member on or after age 60 with five years of service. The defined contribution portion of the 
account may be taken as a lump sum payment or converted to a lifetime monthly annuity after termination of 
employment at age 50 or later. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer to 
another STRS plan.  The optional annuitization of a member’s defined contribution account or the defined 
contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS bearing the 
risk of investment gain or loss on the account.  STRS has therefore included all three plan options as one 
defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be disabled 
may qualify for a disability benefit.  Eligible survivors of members who die before service retirement may 
qualify for monthly benefits.  New members on or after July 1, 2013, must have at least ten years of qualifying 
service credit to apply for disability benefits.  Members in the DC Plan who become disabled are entitled only 
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to their account balance.  If a member of the DC Plan dies before retirement benefits begin, the member’s 
designated beneficiary is entitled to receive the member’s account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers Retirement 
Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 30, 2018, plan 
members were required to contribute 14 percent of their annual covered salary. The School was required to 
contribute 14 percent; the entire 14 percent was the portion used to fund pension obligations.  The fiscal year 
2018 contribution rates were equal to the statutory maximum rates. 

 
The School’s contractually required contribution to STRS was $416,331 for fiscal year 2018.  
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
 
The net pension liability was measured as of June 30, 2017, and the total pension liability used to calculate the 
net pension liability was determined by an independent actuarial valuation as of that date. The School's 
employer allocation percentage of the net pension liability was based on the employer’s share of employer 
contributions in the pension plan relative to the total employer contributions of all participating employers. 
Following is information related to the proportionate share and pension expense: 
 

SERS STRS Total
Proportion of the Net Pension Liability:

Current Measurement Date 0.02075730% 0.02051969%
Prior Measurement Date 0.01877190% 0.02927703%

Change in Proportionate Share 0.00198540% -0.00875734%

Proportionate Share of the Net 
  Pension Liability 1,240,203$           4,874,496$           6,114,699$         
Pension Expense 15,809$               (2,054,209)$         (2,038,400)$         
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to the 
difference between projected and actual investment earnings, differences between expected and actual actuarial 
experience, changes in assumptions and changes in the School’s proportion of the collective net pension 
liability. The deferred outflows and deferred inflows are to be included in pension expense over current and 
future periods. The difference between projected and actual investment earnings is recognized in pension 
expense using a straight line method over a five year period beginning in the current year. Deferred outflows 
and deferred inflows resulting from changes in sources other than differences between projected and actual 
investment earnings are amortized over the average expected remaining service lives of all members (both 
active and inactive) using the straight line method. Employer contributions to the pension plan subsequent to 
the measurement date are also required to be reported as a deferred outflow of resources.  
 
At June 30, 2018 the School reported deferred outflows of resources and deferred inflows of resources related 
to pensions from the following sources:  
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SERS STRS Total
Deferred Outflows of Resources
Differences between Expected and 
  Actual Experience 53,374$               188,228$             241,602$           
Changes of Assumptions 64,132 1,066,106 1,130,238
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 126,666 955,518 1,082,184
School Contributions Subsequent to the 
  Measurement Date 101,771 416,331 518,102
Total Deferred Outflows of Resources 345,943$             2,626,183$           2,972,126$         

Deferred Inflows of Resources
Differences between Expected and 
  Actual Experience 0$                       39,286$               39,286$             
Net Difference between Projected and 
  Actual Earnings on Pension Plan Investments 5,886 160,866 166,752
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 5,598 2,057,611 2,063,209
Total Deferred Inflows of Resources 11,484$               2,257,763$           2,269,247$         

 
$518,102 reported as deferred outflows of resources related to pension resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net pension liability in the fiscal 
year ending June 30, 2019.  Other amounts reported as deferred outflows of resources and deferred inflows of 
resources related to pension will be recognized in pension expense as follows:  

 
SERS STRS Total

Fiscal Year Ending June 30:
2019 110,108$             47,308$               157,416$           
2020 108,192 266,134 374,326
2021 43,298 67,891 111,189
2022 (28,910) (429,244) (458,154)

232,688$             (47,911)$              184,777$           
 

 
Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67, as 
part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations of an 
ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment terminations).  Actuarially determined amounts are subject to continual review and 
potential modifications, as actual results are compared with past expectations and new estimates are made 
about the future. 
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Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time of each 
valuation and the historical pattern of sharing benefit costs between the employers and plan members to that 
point. The projection of benefits for financial reporting purposes does not explicitly incorporate the potential 
effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations will 
take into account the employee's entire career with the employer and also take into consideration the benefits, if 
any, paid to the employee after termination of employment until the death of the employee and any applicable 
contingent annuitant. In many cases, actuarial calculations reflect several decades of service with the employer 
and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial valuation, 
prepared as of June 30, 2017, are presented below: 
 
Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
COLA or Ad Hoc COLA 2.50 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)  
 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with fully 
generational projection and a five year age set-back for both males and females.  Mortality among service 
retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with fully 
generational projection with Scale BB, 120 percent of male rates and 110 percent of female rates.  Mortality 
among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 percent for male rates 
and 100 percent for female rates, set back five years is used for the period after disability retirement.  
 
The actuarial assumptions used in the June 30, 2017 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, payroll 
growth assumption and assumed real wage growth were reduced in the most recent actuarial valuation.  The 
rates of withdrawal, retirement and disability updated to reflect recent experience and mortality rates were also 
updated. 
 
The long-term return expectation for the Pension Plan Investments has been determined by using a building-
block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  A forecasted 
rate of inflation serves as the baseline for the return expectation.  Various real return premiums over the 
baseline inflation rate have been established for each asset class.  The long-term expected nominal rate of 
return has been determined by calculating an arithmetic weighted average of the expected real return premiums 
for each asset class, adding the projected inflation rate, and adding the expected return from rebalancing 
uncorrelated asset classes. The target allocation and best estimates of arithmetic real rates of return for each 
major assets class are summarized in the following table: 
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Asset Class
Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return

 
 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers and 
from the members would be computed based on contribution requirements as stipulated by State statute.  
Projected inflows from investment earnings were calculated using the long-term assumed investment rate of 
return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position was projected to be 
available to make all future benefit payments of current plan members.  Therefore, the long-term expected rate 
of return on pension plan investments was applied to all periods of projected benefits to determine the total 
pension liability.   
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount Rate 
Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact the 
following table presents the School’s proportionate share of the net pension liability calculated using the 
discount rate of 7.50 percent, as well as what each plan’s net pension liability would be if it were calculated 
using a discount rate that is one percentage point lower (6.50 percent), or one percentage point higher (8.50 
percent) than the current rate. 

1% Decrease
(6.50%)

Current 
Discount Rate

(7.50%)
1% Increase 

(8.50%)
School's Proportionate Share
  of the Net Pension Liability 1,721,079$           1,240,203$           837,371$           

 
 
Actuarial Assumptions - STRS 
 
The total pension liability in the June 30, 2017, actuarial valuation was determined using the following 
actuarial assumptions, applied to all periods included in the measurement:  
 

Inflation 2.50 percent
Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Cost-of-Living Adjustments 0.00 percent effective July 1, 2017  
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Post-retirement mortality rates for healthy retirees are based on the RP-2014 Annuitant Mortality Table with 50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 
80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality improvement 
scale MP-2016. Post-retirement disabled mortality rates are based on the RP-2014 Disabled Mortality Table 
with 90 percent of rates for males and 100 percent of rates for females, projected forward generationally using 
mortality improvement scale MP-2016. Pre-retirement mortality rates are based on RP-2014 Employee 
Mortality Table, projected forward generationally using mortality improvement scale MP-2016. 
 
Actuarial assumptions used in the July 1, 2017, valuation are based on the results of an actuarial experience 
study for the period July 1, 2011 through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on the 
target allocation adopted by the Retirement Board. The target allocation and long-term expected rate of return 
for each major asset class are summarized as follows:  
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected

 
*The target allocation percentage is effective as of July 1, 2017. Target weights will be phased in over a 24-
month period concluding on July 1, 2019. 
 
**Ten year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25 
percent and does not include investment expenses. Over a 30-year period, STRS’ investment consultant 
indicates that the above target allocations should generate a return above the actuarial rate of return, without 
net value added by management. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 30, 
2017. The projection of cash flows used to determine the discount rate assumes member and employer 
contributions will be made at the statutory contribution rates in accordance with rate increases described above. 
 For this purpose, only employer contributions that are intended to fund benefits of current plan members and 
their beneficiaries are included. Based on those assumptions, STRS’ fiduciary net position was projected to be 
available to make all projected future benefit payments to current plan members as of June 30, 2017. 
Therefore, the long-term expected rate of return on pension plan investments of 7.45 percent was applied to all 
periods of projected benefit payments to determine the total pension liability as of June 30, 2017. 
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount Rate 
The following table presents the School's proportionate share of the net pension liability as of June 30, 2017, 
calculated using the current period discount rate assumption of 7.45 percent, as well as what the School's 
proportionate share of the net pension liability would be if it were calculated using a discount rate that is one-
percentage-point lower (6.45 percent) or one-percentage-point higher (8.45 percent) than the current 
assumption:  
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1% Decrease
(6.45%)

Current 
Discount Rate

(7.45%)
1% Increase 

(8.45%)
School's Proportionate Share
  of the Net Pension Liability 6,987,425$           4,874,496$           3,094,671$          

 
Assumption Changes since the Prior Measurement Date 
The Retirement Board approved several changes to the actuarial assumptions in 2017. The long term expected 
rate of return was reduced from 7.75 percent to 7.45 percent, the inflation assumption was lowered from 2.75 
percent to 2.50 percent, the payroll growth assumption was lowered to 3.00 percent, and total salary increases 
rate was lowered by decreasing the merit component of the individual salary increases, in addition to a decrease 
of 0.25 percent due to lower inflation. The healthy and disabled mortality assumptions were updated to the RP-
2014 mortality tables with generational improvement scale MP-2016. Rates of retirement, termination and 
disability were modified to better reflect anticipated future experience. 
 
Benefit Term Changes since the Prior Measurement Date 
Effective July 1, 2017, the COLA was reduced to zero.  
 
NOTE 13 - DEFINED BENEFIT OPEB PLANS 
 
Net OPEB Liability 

 
The net OPEB liability reported on the statement of net position represents a liability to employees for OPEB. 
OPEB is a component of exchange transactions-–between an employer and its employees—of salaries and 
benefits for employee services.  OPEB are provided to an employee—on a deferred-payment basis—as part of 
the total compensation package offered by an employer for employee services each financial period.  The 
obligation to sacrifice resources for OPEB is a present obligation because it was created as a result of 
employment exchanges that already have occurred. 

 
The net OPEB liability represents the School’s proportionate share of each OPEB plan’s collective actuarial 
present value of projected benefit payments attributable to past periods of service, net of each OPEB plan’s 
fiduciary net position.  The net OPEB liability calculation is dependent on critical long-term variables, 
including estimated average life expectancies, earnings on investments, cost of living adjustments and others.  
While these estimates use the best information available, unknowable future events require adjusting these 
estimates annually.   

 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The School 
cannot control benefit terms or the manner in which OPEB are financed; however, the School does receive the 
benefit of employees’ services in exchange for compensation including OPEB.  
GASB 75 assumes the liability is solely the obligation of the employer, because they benefit from employee 
services.  OPEB contributions come from these employers and health care plan enrollees which pay a portion 
of the health care costs in the form of a monthly premium.  The Ohio revised Code permits, but does not 
require the retirement systems to provide healthcare to eligible benefit recipients. Any change to benefits or 
funding could significantly affect the net OPEB liability. Resulting adjustments to the net OPEB liability 
would be effective when the changes are legally enforceable. The retirement systems may allocate a portion of 
the employer contributions to provide for these OPEB benefits. 
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The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB liability on the 
accrual basis of accounting.  Any liability for the contractually-required OPEB contribution outstanding at the 
end of the year is included in continuing fee payable. 

 
Plan Description - School Employees Retirement System (SERS) 
 
Health Care Plan Description - The School contributes to the SERS Health Care Fund, administered by SERS 
for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a cost-
sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare benefits to 
eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible dependents. 
Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most types of purchased 
credit, to qualify to participate in SERS’ health care coverage. In addition to age and service retirees, disability 
benefit recipients and beneficiaries who are receiving monthly benefits due to the death of a member or retiree, 
are eligible for SERS’ health care coverage. Most retirees and dependents choosing SERS’ health care 
coverage are over the age of 65 and therefore enrolled in a fully insured Medicare Advantage plan; however, 
SERS maintains a traditional, self-insured preferred provider organization for its non-Medicare retiree 
population. For both groups, SERS offers a self-insured prescription drug program. Health care is a benefit that 
is permitted, not mandated, by statute.  The financial report of the Plan is included in the SERS Comprehensive 
Annual Financial Report which can be obtained on SERS’ website at www.ohsers.org under Employers/Audit 
Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the Ohio 
Revised Code. The Health Care Fund was established and is administered in accordance with Internal Revenue 
Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any health plan or 
program. Active employee members do not contribute to the Health Care Plan.  The SERS Retirement Board 
established the rules for the premiums paid by the retirees for health care coverage for themselves and their 
dependents or for their surviving beneficiaries.  Premiums vary depending on the plan selected, qualified years 
of service, Medicare eligibility, and retirement status.   
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer contributions.  
Each year, after the allocation for statutorily required pensions and benefits, the Retirement Board may allocate 
the remainder of the employer contribution of 14 percent of covered payroll to the Health Care Fund in 
accordance with the funding policy. For fiscal year 2018, .5 percent of covered payroll was made to health 
care. An additional health care surcharge on employers is collected for employees earning less than an 
actuarially determined minimum compensation amount, pro-rated if less than a full year of service credit was 
earned. For fiscal year 2018, this amount was $23,700. Statutes provide that no employer shall pay a health 
care surcharge greater than 2 percent of that employer’s SERS-covered payroll; nor may SERS collect in 
aggregate more than 1.5 percent of the total statewide SERS-covered payroll for the health care surcharge.  For 
fiscal year 2018, the School’s surcharge obligation was $3,178.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total amount 
assigned to the Health Care Fund. The School’s contractually required contribution to SERS was $6,947 for 
fiscal year 2018.   Of this amount $3,178 is reported as a continuing fee payable.  
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Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part B 
premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the report of 
STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed by 
STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees, for the most recent year, pay a portion of the health care costs in the form of a monthly premium.  
Under Ohio law, funding for post-employment health care may be deducted from employer contributions, 
currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2018, STRS did not allocate any 
employer contributions to post-employment health care.   
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB  
 
The net OPEB liability was measured as of June 30, 2017, and the total OPEB liability used to calculate the net 
OPEB liability was determined by an actuarial valuation as of that date. The School's proportion of the net 
OPEB liability was based on the School's share of contributions to the respective retirement systems relative to 
the contributions of all participating entities.  Following is information related to the proportionate share and 
OPEB expense: 

 
SERS STRS Total

Proportion of the Net OPEB Liability
Current Measurement Date 0.01951170% 0.02051969%
Prior Measurement Date 0.01714399% 0.02927703%

Change in Proportionate Share 0.00236771% -0.00875734%

Proportionate Share of the Net OPEB Liability 523,643$             800,603$             1,324,246$           
OPEB Expense 43,852$               (311,205)$            (267,353)$             
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At June 30, 2018, the School reported deferred outflows of resources and deferred inflows of resources related 
to OPEB from the following sources:  

SERS STRS Total
Deferred Outflows of Resources
Differences between Expected and 
  Actual Experience 0$                       46,215$               46,215$               
Changes in Proportionate Share and Differences 
  between School Contributions and
  Proportionate Share of Contributions 44,131 0 44,131
School Contributions Subsequent to the 
  Measurement Date 6,947 0 6,947
Total Deferred Outflows of Resources 51,078$               46,215$               97,293$               

Deferred Inflows of Resources
Net Difference between Projected and 
  Actual Earnings on OPEB Plan Investments 1,383$                 34,220$               35,603$               
Changes of Assumptions 49,691 64,491 114,182
Changes in Proportionate Share and Differences 
  between School Contributions and
  Proportionate Share of Contributions 0 401,439 401,439
Total Deferred Inflows of Resources 51,074$               500,150$             551,224$             

 
$6,947 reported as deferred outflows of resources related to OPEB resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the year 
ending June 30, 2019.  Other amounts reported as deferred outflows of resources and deferred inflows of 
resources related to OPEB will be recognized in OPEB expense as follows:  
 

SERS STRS Total
Fiscal Year Ending June 30:

2019 (2,361)$               (78,507)$              (80,868)$              
2020 (2,361) (78,507) (80,868)
2021 (1,876) (78,507) (80,383)
2022 (345) (78,507) (78,852)
2023 0 (69,952) (69,952)

Thereafter 0 (69,955) (69,955)

(6,943)$               (453,935)$            (460,878)$            
 

Actuarial Assumptions - SERS 
 
The total OPEB liability is determined by SERS’ actuaries in accordance with GASB Statement No. 74, as part 
of their annual actuarial valuation for each retirement plan. Actuarial valuations of an ongoing plan involve 
estimates of the value of reported amounts (e.g., salaries, credited service) and assumptions about the 
probability of occurrence of events far into the future (e.g., mortality, disabilities, retirements, employment 
terminations). Actuarially determined amounts are subject to continual review and potential modifications, as 
actual results are compared with past expectations and new estimates are made about the future. 
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Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time of each 
valuation and the historical pattern of sharing benefit costs between the employers and plan members to that 
point. The projection of benefits for financial reporting purposes does not explicitly incorporate the potential 
effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations will 
take into account the employee's entire career with the employer and also take into consideration the benefits, if 
any, paid to the employee after termination of employment until the death of the employee and any applicable 
contingent annuitant. In many cases, actuarial calculations reflect several decades of service with the employer 
and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total OPEB liability in the latest actuarial valuation date 
of June 30, 2017, are presented below: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Municipal Bond Index Rate

Measurement Date 3.56 percent
Prior Measurement Date 2.92 percent

Single Equivalent Interest Rate
Measurement Date 3.63 percent, net of plan investment expense, including price inflation
Prior Measurement Date 2.98 percent, net of plan investment expense, including price inflation

Medical Trend Assumption
Medicare 5.50 percent - 5.00 percent
Pre-Medicare 7.50 percent - 5.00 percent  

 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection and 
Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality Table with 
90 percent for male rates and 100 percent for female rates set back five years. 
 
The most recent experience study was completed for the five year period ended June 30, 2015.   
 
The long-term expected rate of return on plan assets is reviewed as part of the actuarial five-year experience 
study. The most recent study covers fiscal years 2010 through 2015, and was adopted by the Board on April 
21, 2016. Several factors are considered in evaluating the long-term rate of return assumption including long-
term historical data, estimates inherent in current market data, and a log-normal distribution analysis in which 
best-estimate ranges of expected future real rates of return were developed by the investment consultant for 
each major asset class. These ranges were combined to produce the long-term expected rate of return, 7.50 
percent, by weighting the expected future real rates of return by the target asset allocation percentage and then 
adding expected inflation. The capital market assumptions developed by the investment consultant are intended 
for use over a 10-year horizon and may not be useful in setting the long-term rate of return for funding pension 
plans which covers a longer timeframe. The assumption is intended to be a long-term assumption and is not 
expected to change absent a significant change in the asset allocation, a change in the inflation assumption, or a 
fundamental change in the market that alters expected returns in future years. 
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The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, as 
used in the June 30, 2015 five-year experience study, are summarized as follows: 
 

Asset Class
Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return

 
 

Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2017 was 3.63 percent. 
The discount rate used to measure total OPEB liability prior to June 30, 2017 was 2.98 percent. The projection 
of cash flows used to determine the discount rate assumed that contributions will be made from members and 
the System at the state statute contribution rate of 2.00 percent of projected covered employee payroll each 
year, which includes a 1.50 percent payroll surcharge and 0.50 percent of contributions from the basic benefits 
plan. Based on these assumptions, the OPEB plan’s fiduciary net position was projected to become insufficient 
to make future benefit payments during the fiscal year ending June 30, 2025. Therefore, the long-term expected 
rate of return on OPEB plan assets was used to present value the projected benefit payments through the fiscal 
year ending June 30, 2024 and the Fidelity General Obligation 20-year Municipal Bond Index rate of 3.56 
percent, as of June 30, 2017 (i.e. municipal bond rate), was used to present value the projected benefit 
payments for the remaining years in the projection. The total present value of projected benefit payments from 
all years was then used to determine the single rate of return that was used as the discount rate. The projection 
of future benefit payments for all current plan members was until the benefit payments ran out. 
 
Sensitivity of the School's Proportionate Share of the Net OPEB Liability to Changes in the Discount Rate 
and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in the 
discount rate and the health care cost trend rate. The following table presents the net OPEB liability of SERS, 
what SERS' net OPEB liability would be if it were calculated using a discount rate that is 1 percentage point 
lower (2.63 percent) and higher (4.63 percent) than the current discount rate (3.63 percent). Also shown is 
what SERS' net OPEB liability would be based on health care cost trend rates that are 1 percentage point lower 
(6.5 percent decreasing to 4.0 percent) and higher (8.5 percent decreasing to 6.0 percent) than the current rate. 
  

1% Decrease
(2.63%)

Current 
Discount Rate

(3.63%)
1% Increase 

(4.63%)
School's Proportionate Share
  of the Net OPEB Liability 632,365$             523,643$             437,507$             

1% Decrease
Current 

Trend Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability 424,897$             523,643$             654,335$              
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Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results used in 
the June 30, 2017, actuarial valuation are presented below:   

 
Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Cost-of-Living Adjustments (COLA) 0.00 percent effective July 1, 2017
Blended Discount Rate of Return 4.13 percent
Health Care Cost Trends 6.00 percent to 11.00 percent, initial, 4.50 percent ultimate  

 
Projections of benefits include the historical pattern of sharing benefit costs between the employers and retired 
plan members. 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 percent of 
rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 and 84, 
and 100 percent of rates thereafter, projected forward generationally using mortality improvement scale MP-
2016. For disabled retirees, mortality rates are based on the RP-2014 Disabled Mortality Table with 90 percent 
of rates for males and 100 percent of rates for females, projected forward generationally using mortality 
improvement scale MP-2016. 
 
Actuarial assumptions used in the June 30, 2017, valuation are based on the results of an actuarial experience 
study for the period July 1, 2011 through June 30, 2016.  
 
Since the prior measurement date, the discount rate was increased from 3.26 percent to 4.13 percent based on 
the methodology defined under GASB Statement No. 74, Financial Reporting for Postemployment Benefit 
Plans Other Than Pension Plans (OPEB) and the long term expected rate of return was reduced from 7.75 
percent to 7.45 percent. Valuation year per capita health care costs were updated, and the salary scale was 
modified. The percentage of future retirees electing each option was updated based on current data and the 
percentage of future disabled retirees and terminated vested participants electing health coverage were 
decreased. The assumed mortality, disability, retirement, withdrawal and future health care cost trend rates 
were modified along with the portion of rebated prescription drug costs. 
 
Also since the prior measurement date, the subsidy multiplier for non-Medicare benefit recipients was reduced 
from 2.1 percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were 
discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 2019.  Subsequent to the current measurement date, 
the date for discontinuing remaining Medicare Part B premium reimbursements was extended to January 2020. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on the 
target allocation adopted by the Retirement Board.  The target allocation and long-term expected rate of return 
for each major asset class are summarized as follows:  
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Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

100.00 %

Allocation Real Rate of Return*
Target Long Term Expected

 
 

*Ten year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25 
percent and does not include investment expenses.  Over a 30-year period, STRS' investment consultant 
indicates that the above target allocations should generate a return above the actual rate of return, without net 
value added by management. 
 
Discount Rate The discount rate used to measure the total OPEB liability was 4.13 percent as of June 30, 
2017. The projection of cash flows used to determine the discount rate assumes STRS Ohio continues to 
allocate no employer contributions to the health care fund. Based on these assumptions, the OPEB plan’s 
fiduciary net position was not projected to be sufficient to make all projected future benefit payments of current 
plan members. The OPEB plan’s fiduciary net position was projected to become insufficient to make future 
benefit payments during the fiscal year ending June 30, 2037.  Therefore, the long-term expected rate of return 
on OPEB plan assets was used to determine the present value of the projected benefit payments through the 
fiscal year ending June 30, 2036 and the Bond Buyer 20-year municipal bond rate of 3.58 percent as of June 
30, 2017 (i.e. municipal bond rate), was used to determine the present value of the projected benefit payments 
for the remaining years in the projection.  The total present value of projected benefit payments from all years 
was then used to determine the single rate of return that was used as the discount rate. The blended discount 
rate of 4.13 percent, which represents the long-term expected rate of return of 7.45 percent for the funded 
benefit payments and the Bond Buyer 20-year municipal bond rate of 3.58 percent for the unfunded benefit 
payments, was used to measure the total OPEB liability as of June 30, 2017.  A blended discount rate of 3.26 
percent which represents the long term expected rate of return of 7.75 percent for the funded benefit payments 
and the Bond Buyer 20-year municipal bond rate of 2.85 percent for the unfunded benefit payments was used 
to measure the total OPEB liability at June 30, 2016. 
 
Sensitivity of the School’s Proportionate Share of the Net OPEB Liability to Changes in the Discount and 
Health Care Cost Trend Rate The following table represents the net OPEB liability as of June 30, 2017, 
calculated using the current period discount rate assumption of 4.13 percent, as well as what the net OPEB 
liability would be if it were calculated using a discount rate that is one percentage point lower (3.13 percent) or 
one percentage point higher (5.13 percent) than the current assumption. Also shown is the net OPEB liability 
as if it were calculated using health care cost trend rates that are one percentage point lower or one percentage 
point higher than the current health care cost trend rates. 
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1% Decrease
(3.13%)

Current 
Discount Rate

(4.13%)
1% Increase 

(5.13%)
School's Proportionate Share
  of the Net OPEB Liability 1,074,796$           800,603$             583,900$             

1% Decrease
Current 

Trend Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability 556,224$             800,603$             1,122,233$            
 
NOTE 14 - CONTINGENCIES 
 
Grants 
 
Amounts received from grantor agencies are subject to audit and adjustment by the grantor. Any disallowed 
costs may require refunding to the grantor.  Amounts, which may be disallowed, if any, are not presently 
determinable.  However, in the opinion of the School, any such disallowed claims will not have a material 
adverse effect on the financial position of the School. 
 
Enrollment FTE 
 
School foundation funding is based on the annualized full-time equivalent (FTE) enrollment of each 
student. However, there is an important nexus between attendance and enrollment for Foundation funding 
purposes.  Community schools must provide documentation that clearly demonstrates students have 
participated in learning opportunities. The Ohio Department of Education (ODE) is legislatively required to 
adjust/reconcile funding as enrollment information is updated by schools throughout the State, which can 
extend past the fiscal year end.  
   
Under Ohio Rev. Code Section 3314.08 ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE performed such a review on the School for fiscal year 2018. 
 
As of the date of this report, additional ODE adjustments for fiscal year 2018 are not finalized.  As a result, the 
impact of future FTE adjustments on the fiscal year 2018 financial statements is not determinable, at this time. 
Management believes this may result in either an additional receivable to, or a liability of, the School. 
 
In addition, the School’s contracts with their Sponsor and Management Company require payment based on 
revenues received from the State. As discussed above, additional FTE adjustments for fiscal year 2018 are not 
finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 2018 financial 
statements, related to additional reconciliation necessary with these contracts, is not determinable.  
Management believes this may result in either an additional receivable to, or liability of, the School. 
 
Litigation 
 
The School is not party to legal proceedings that, in the opinion of management, would have a material adverse 
effect on the financial statements.  
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2018 2017 2016 2015 2014
School Employees Retirement System (SERS)

School's Proportion of the Net Pension Liability 0.02075730% 0.01877190% 0.01899960% 0.01667300% 0.01667300%

School's Proportionate Share of the Net Pension Liability 1,240,203$     1,373,930$      1,084,136$    843,811$       991,490$       

School's Covered Payroll 695,936$        590,886$         567,033$       234,394$       358,938$       

School's Proportionate Share of the Net Pension Liability
as a Percentage of its Covered Payroll 178.21% 232.52% 191.19% 360.00% 276.23%

Plan Fiduciary Net Position as a Percentage of the Total Pension Liability 69.50% 62.98% 69.16% 71.70% 65.52%

State Teachers Retirement System (STRS)

School's Proportion of the Net Pension Liability 0.02051969% 0.02927703% 0.02436663% 0.02311692% 0.02311692%

School's Proportionate Share of the Net Pension Liability 4,874,496$     9,799,904$      6,734,224$    5,622,835$    6,697,884$    

School's Covered Payroll 2,255,886$     2,805,643$      1,928,471$    1,371,985$    3,061,385$    

School's Proportionate Share of the Net Pension Liability
as a Percentage of its Covered Payroll 216.08% 349.29% 349.20% 409.83% 218.79%

Plan Fiduciary Net Position as a Percentage of the Total Pension Liability 75.30% 66.80% 72.10% 74.70% 69.30%

(1) Information prior to 2014 is not available.

Note: The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

Alternative Education Academy
Lucas County, Ohio

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net Pension Liability

Last Five Fiscal Years (1)

See accompanying notes to the required supplementary information.
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2018 2017 2016 2015
School Employees Retirement System (SERS)

Contractually Required Contribution 101,771$             97,431$               82,724$               74,735$               

Contributions in Relation to the 
Contractually Required Contribution (101,771) (97,431) (82,724) (74,735)

Contribution Deficiency (Excess) 0$                        0$                        0$                        0$                        

School's Covered Payroll 753,859$             695,936$             590,886$             567,033$             

Pension Contributions as a Percentage of 
Covered Payroll 13.50% 14.00% 14.00% 13.18%

State Teachers Retirement System (STRS)

Contractually Required Contribution 416,331$             315,824$             392,790$             269,986$             

Contributions in Relation to the 
Contractually Required Contribution (416,331) (315,824) (392,790) (269,986)

Contribution Deficiency (Excess) 0$                        0$                        0$                        0$                        

School's Covered Payroll 2,973,793$          2,255,886$          2,805,643$          1,928,471$          

Pension Contributions as a Percentage of 
Covered Payroll 14.00% 14.00% 14.00% 14.00%

Alternative Education Academy
Lucas County, Ohio

Required Supplementary Information
Schedule of the School's Contributions  - Pension

Last Ten Fiscal Years

See accompanying notes to the required supplementary information.
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2014 2013 2012 2011 2010 2009

32,487$               49,677$               53,812$               40,846$               46,410$               59,324$               

(32,487) (49,677) (53,812) (40,846) (46,410) (59,324)

0$                        0$                        0$                        0$                        0$                        0$                        

234,394$             358,938$             400,089$             324,948$             342,762$             602,886$             

13.86% 13.84% 13.45% 12.57% 13.54% 9.84%

178,358$             397,980$             284,617$             313,010$             348,853$             403,690$             

(178,358) (397,980) (284,617) (313,010) (348,853) (403,690)

0$                        0$                        0$                        0$                        0$                        0$                        

1,371,985$          3,061,385$          2,189,362$          2,407,769$          2,683,485$          3,105,308$          

13.00% 13.00% 13.00% 13.00% 13.00% 13.00%

See accompanying notes to the required supplementary information.
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2018 2017
School Employees Retirement System (SERS)

School's Proportion of the Net OPEB Liability 0.01951170% 0.01714399%

School's Proportionate Share of the Net OPEB Liability 523,643$                 488,667$                 

School's Covered Payroll 695,936$                 590,886$                 

School's Proportionate Share of the Net OPEB Liability
as a Percentage of its Covered Payroll 75.24% 82.70%

Plan Fiduciary Net Position as a Percentage of the Total OPEB Liability 12.46% 11.49%

State Teachers Retirement System (STRS)

School's Proportion of the Net OPEB Liability 0.02051969% 0.02927703%

School's Proportionate Share of the Net OPEB Liability 800,603$                 1,565,743$              

School's Covered Payroll 2,255,886$              2,805,643$              

School's Proportionate Share of the Net OPEB Liability
as a Percentage of its Covered Payroll 35.49% 55.81%

Plan Fiduciary Net Position as a Percentage of the Total OPEB Liability 47.10% 37.30%

(1) Information prior to 2017 is not available.

Note: The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

Alternative Education Academy
Lucas County, Ohio

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net OPEB Liability

Last Two Fiscal Years (1)

See accompanying notes to the required supplementary information.
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2018 2017 2016 2015
School Employees Retirement System (SERS)

Contractually Required Contribution (1) 6,947$                 1,933$                 612$                    3,973$                 

Contributions in Relation to the 
Contractually Required Contribution (6,947) (1,933) (612) (3,973)

Contribution Deficiency (Excess) 0$                        0$                        0$                        0$                        

School's Covered Payroll 753,859$             695,936$             590,886$             567,033$             

OPEB Contributions as a Percentage of 
Covered Payroll (1) 0.92% 0.28% 0.10% 0.70%

State Teachers Retirement System (STRS)

Contractually Required Contribution 0$                        0$                        0$                        0$                        

Contributions in Relation to the 
Contractually Required Contribution 0 0 0 0

Contribution Deficiency (Excess) 0$                        0$                        0$                        0$                        

School's Covered Payroll 2,973,793$          2,255,886$          2,805,643$          1,928,471$          

OPEB Contributions as a Percentage of 
Covered Payroll 0.00% 0.00% 0.00% 0.00%

(1) Includes surcharge

Alternative Education Academy
Lucas County, Ohio

Required Supplementary Information
Schedule of the School's Contributions - OPEB

Last Ten Fiscal Years

See accompanying notes to the required supplementary information.
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2014 2013 2012 2011 2010 2009

3,836$                 1,952$                 6,295$                 8,555$                 5,840$                 27,149$               

(3,836) (1,952) (6,295) (8,555) (5,840) (27,149)

0$                        0$                        0$                        0$                        0$                        0$                        

234,394$             358,938$             400,089$             324,948$             342,762$             602,886$             

1.64% 0.54% 1.57% 2.63% 1.70% 4.50%

13,720$               30,614$               21,894$               24,078$               26,835$               31,053$               

(13,720) (30,614) (21,894) (24,078) (26,835) (31,053)

0$                        0$                        0$                        0$                        0$                        0$                        

1,371,985$          3,061,385$          2,189,362$          2,407,769$          2,683,485$          3,105,308$          

1.00% 1.00% 1.00% 1.00% 1.00% 1.00%

See accompanying notes to the required supplementary information.
43

Attachment 26: Audited Financial Statements Page 4782



Alternative Education Academy 
Lucas County, Ohio 

Notes to the Required Supplementary Information 
For the Fiscal Year Ended June 30, 2018 

 

 

44 
 

Note 1 - Net Pension Liability 
 
Changes in Assumptions - SERS 
 
For fiscal year 2017, the SERS Board adopted the following assumption changes: 

• Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent 
• Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent 
• Assumed real wage growth was reduced from 0.75 percent to 0.50 percent 
• Rates of withdrawal, retirement and disability were updated to reflect recent experience. 
• Mortality among active members was updated to the following: 

o RP-2014 Blue Collar Mortality Table with fully generational projection and a five year 
age set-back for both males and females. 

• Mortality among service retired members, and beneficiaries was updated to the following: 
o RP-2014 Blue Collar Mortality Table with fully generational projection with Scale BB, 

120 percent of male rates, and 110 percent of female rates. 
• Mortality among disable member was updated to the following: 

o RP-2000 Disabled Mortality Table, 90 percent for male rates and 100 percent for female 
rates, set back five years is used for the period after disability retirement.   

 
Changes in Benefit Terms - SERS 

For fiscal year 2018, the cost-of-living adjustment was changed from a fixed 3.00 percent to a cost-of-living 
adjustment that is indexed to CPI-W not greater than 2.50 percent with a floor of zero percent beginning 
January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has enacted a 
three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the Retirement Board approved several changes to the actuarial assumptions in 2017. 
The long term expected rate of return was reduced from 7.75 percent to 7.45 percent, the inflation 
assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered to 
3.00 percent, and total salary increases rate was lowered by decreasing the merit component of the 
individual salary increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy and 
disabled mortality assumptions were updated to the RP-2014 mortality tables with generational 
improvement scale MP-2016. Rates of retirement, termination and disability were modified to better reflect 
anticipated future experience. 
 
Changes in Benefit Terms - STRS 
 
Effective for fiscal year 2018, the cost-of-living adjustment (COLA) was reduced to zero.  
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Note 2 - Net OPEB Liability 
 
Changes in Assumptions – SERS 
 
Amounts reported for fiscal year 2018 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability as presented below: 
 
Municipal Bond Index Rate: 

Fiscal year 2018   3.56 percent 
Fiscal year 2017   2.92 percent 

Single Equivalent Interest Rate, net of plan investment expense, including price inflation 
Fiscal year 2018   3.63 percent 
Fiscal year 2017   2.98 percent 

 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the discount rate was increased from 3.26 percent to 4.13 percent based on the 
methodology defined under GASB Statement No. 74, Financial Reporting for Postemployment Benefit 
Plans Other Than Pension Plans (OPEB) and the long term expected rate of return was reduced from 7.75 
percent to 7.45 percent. Valuation year per capita health care costs were updated, and the salary scale was 
modified. The percentage of future retirees electing each option was updated based on current data and the 
percentage of future disabled retirees and terminated vested participants electing health coverage were 
decreased. The assumed mortality, disability, retirement, withdrawal and future health care cost trend rates 
were modified along with the portion of rebated prescription drug costs. 
 
Also for fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued for 
certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will be 
discontinued beginning January 2019. 
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December 27, 2018 

 

To the Board of Directors 

Alternative Education Academy  

Lucas County, Ohio 

1830 Adams Street 

Toledo, Ohio 43624 

 

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 

and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards  

 

We have audited, in accordance with the auditing standards generally accepted in the United States of 

America and the standards applicable to financial audits contained in Government Auditing Standards 

issued by the Comptroller General of the United States, the financial statements of Alternative Education 

Academy, Lucas County, Ohio (the “School”) as of and for the year ended June 30, 2018, and the related 

notes to the financial statements, which collectively comprise the School’s basic financial statements, and 

have issued our report thereon dated December 27, 2018, in which we noted in our report that the School 

restated the net position balances to account for the implementation of GASB Statement No. 75, 

Accounting and Financial reporting for Postemployment Benefits other than Pensions.  

 

Internal Control over Financial Reporting 

 

In planning and performing our audit of the financial statements, we considered the School’s internal 

control over financial reporting (internal control) to determine the audit procedures that are appropriate in 

the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 

purpose of expressing an opinion on the effectiveness of the School’s internal control. Accordingly, we 

do not express an opinion on the effectiveness of the School’s internal control. 

 

A deficiency in internal control exists when the design or operation of a control does not allow 

management or employees, in the normal course of performing their assigned functions, to prevent, or 

detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 

of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 

of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A 

significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 

severe than a material weakness, yet important enough to merit attention by those charged with 

governance. 

 

Our consideration of internal control was for the limited purpose described in the first paragraph of this 

section and was not designed to identify all deficiencies in internal control that might be material 

weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 

deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 

may exist that have not been identified. 
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Alternative Education Academy 

Independent Auditor’s Report on Internal Control over Financial Reporting and on  

Compliance and Other Matters Based on an Audit of Financial Statements  

Performed in Accordance with Government Auditing Standards 

Page 2 of 2 

 

Compliance and Other Matters 

 

As part of obtaining reasonable assurance about whether the School's financial statements are free from 

material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 

contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 

determination of financial statement amounts. However, providing an opinion on compliance with those 

provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 

results of our tests disclosed no instances of noncompliance or other matters that are required to be 

reported under Government Auditing Standards. 

 

Purpose of this Report 

 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance 

and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 

control or on compliance. This report is an integral part of an audit performed in accordance with 

Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 

this communication is not suitable for any other purpose. 

 

 

 

 

 

        Medina, Ohio 
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December 27, 2018 

 

To the Board of Directors 

Alternative Education Academy 

Lucas County, Ohio 

1830 Adams Street 

Toledo, Ohio 43624 

 

Independent Auditor’s Report on Compliance for Each Major Federal Program and  

Report on Internal Control over Compliance Required by the Uniform Guidance 

 

Report on Compliance for Each Major Federal Program 

 

We have audited the Alternative Education Academy’s, Lucas County, Ohio (the “School”) compliance 

with the types of compliance requirements described in the OMB Compliance Supplement that could have 

a direct and material effect on each of the School’s major federal programs for the year ended June 30, 

2018. The School’s major federal programs are identified in the summary of auditor’s results section of 

the accompanying Schedule of Findings and Questioned Costs. 

 

Management’s Responsibility 

 

Management is responsible for compliance with federal statutes, regulations, and the terms and conditions 

of its federal awards applicable to its federal programs. 

 

Auditor’s Responsibility 

 

Our responsibility is to express an opinion on compliance for each of the School’s major federal programs 

based on our audit of the types of compliance requirements referred to above. We conducted our audit of 

compliance in accordance with auditing standards generally accepted in the United States of America; the 

standards applicable to financial audits contained in Government Auditing Standards, issued by the 

Comptroller General of the United States; the audit requirements of Title 2 U.S. Code of Federal 

Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements 

for Federal Awards (Uniform Guidance). Those standards and Uniform Guidance require that we plan 

and perform the audit to obtain reasonable assurance about whether noncompliance with the types of 

compliance requirements referred to above that could have a direct and material effect on a major federal 

program occurred. An audit includes examining, on a test basis, evidence about the School’s compliance 

with those requirements and performing such other procedures as we considered necessary in the 

circumstances. 

 

We believe that our audit provides a reasonable basis for our opinion on compliance for each major 

federal program. However, our audit does not provide a legal determination of the School’s compliance. 
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Alternative Education Academy 

Independent Auditor’s Report on Compliance for Each Major Federal Program and 

Report on Internal Control over Compliance Required by the Uniform Guidance 

Page 2 of 2 

 

Opinion on Each Major Federal Program 

 

In our opinion, the School complied, in all material respects, with the types of compliance requirements 

referred to above that could have a direct and material effect on each of its major federal programs for the 

year ended June 30, 2018. 

 

Report on Internal Control over Compliance 

 

Management of the School is responsible for establishing and maintaining effective internal control over 

compliance with the types of compliance requirements referred to above. In planning and performing our 

audit of compliance, we considered the School’s internal control over compliance with the types of 

requirements that could have a direct and material effect on each major federal program to determine the 

auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on 

compliance for each major federal program and to test and report on internal control over compliance in 

accordance with Uniform Guidance, but not for the purpose of expressing an opinion on the effectiveness 

of internal control over compliance. Accordingly, we do not express an opinion on the effectiveness of the 

School’s internal control over compliance. 

 

A deficiency in internal control over compliance exists when the design or operation of a control over 

compliance does not allow management or employees, in the normal course of performing their assigned 

functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a 

federal program on a timely basis. A material weakness in internal control over compliance is a 

deficiency, or combination of deficiencies, in internal control over compliance, such that there is a 

reasonable possibility that material noncompliance with a type of compliance requirement of a federal 

program will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in 

internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over 

compliance with a type of compliance requirement of a federal program that is less severe than a material 

weakness in internal control over compliance, yet important enough to merit attention by those charged 

with governance. 

 

Our consideration of internal control over compliance was for the limited purpose described in the first 

paragraph of this section and was not designed to identify all deficiencies in internal control over 

compliance that might be material weaknesses or significant deficiencies. We did not identify any 

deficiencies in internal control over compliance that we consider to be material weaknesses. However, 

material weaknesses may exist that have not been identified. 

 

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

testing of internal control over compliance and the results of that testing based on the requirements of the 

Uniform Guidance. Accordingly, this report is not suitable for any other purpose. 

 

                 Medina, Ohio 
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Total Provided

CFDA # Grant Year Disbursements to Subrecipients

U. S. Department of Education

Passed Through Ohio Department of Education:

Title I Grants to Local Educational Agencies 84.010 2018 403,278$        0$                     

Special Education Cluster:

Special Education Grants to States 84.027 2018 313,078          0

Total Special Education Cluster 313,078          0

Improving Teacher Quality State Grants 84.367 2018 147,624          0

Total U.S. Department of Education 863,980          0                       

TOTAL FEDERAL FINANCIAL ASSISTANCE 863,980$        0$                     

50

ALTERNATIVE EDUCATION ACADEMY

LUCAS COUNTY, OHIO

Schedule of Expenditures of Federal Awards

For the Year Ended June 30, 2018

Federal Grantor/ Pass-Through Grantor/ Program Title
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51 

 

Note A – Basis of Presentation 

The accompanying schedule of expenditures of federal awards (the “Schedule”) includes the federal 

award activity of the Alternative Education Academy (School) under programs of the federal government 

for the year ended June 30, 2018. The information in this Schedule is presented in accordance with the 

requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative 

Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). 

Because the Schedule presents only a selected portion of the operations of the School, it is not intended to 

and does not present the financial position, changes in net position, or cash flows of the School. 

 

Note B – Summary of Significant Accounting Policies 

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures 

are recognized following the cost principles contained in the Uniform Guidance, wherein certain types of 

expenditures are not allowable or are limited as to reimbursement. The School has elected not to use the 

10-percent de minimis indirect cost rate allowed under the Uniform Guidance. 
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1.  SUMMARY OF AUDITOR'S RESULTS 

 

(d) (1) (i) 

 

Type of Financial Statement 

Opinion 

Unmodified 

 

(d) (1) (ii) 

 

Were there any material control 

weakness conditions reported at the 

financial statement level (GAGAS)? 

 

No 

 

(d) (1) (ii) 

 

Were there any other significant 

deficiency conditions reported at the 

financial statement level (GAGAS)? 

 

No 

 

(d) (1) (iii) 

 

Were there any reported material non-

compliance at the financial statement 

level (GAGAS)? 

 

No 

 

(d) (1) (iv) 

 

Were there any material internal control 

weakness conditions reported for major 

federal programs? 

 

No 

 

(d) (1) (iv) 

 

Were there any other significant 

deficiencies reported for major federal 

programs? 

 

No 

 

(d) (1) (v) 

 

Type of Major Programs’ Compliance 

Opinion 

 

Unmodified 

(d) (1) (vi) 

 

Are there any reportable findings under 

2 CFR 200.516(a)? 

 

No 

(d) (1) (vii) 

 

Major Programs (list): 

Special Education Cluster 

CFDA 

 #84.027 

(d) (1) (viii) 
Dollar Threshold: Type A/B Programs Type A: > $750,000 

Type B:  all others 

(d) (1) (ix) 
Low Risk Auditee under 2 CFR 

200.520? 

Yes 

 

 

2.   FINDINGS RELATED TO THE FINANCIAL STATEMENTS 

REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS 

  

None were noted 

 

 

3.   FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS 

 

None were noted.    
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Board of Directors 
Alternative Education Academy 
3320 W Market St 
Fairlawn, OH 44333 
 
 
We have reviewed the Independent Auditor’s Report of the Alternative Education Academy, 
Lucas County, prepared by Rea & Associates, Inc., for the audit period July 1, 2016 through 
June 30, 2017.  Based upon this review, we have accepted these reports in lieu of the audit 
required by Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying 
financial statements and, accordingly, we are unable to express, and do not express an opinion on 
them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Alternative Education Academy is responsible 
for compliance with these laws and regulations. 
 
 
 
 
 
 
 
 
Dave Yost 
Auditor of State 
 
April 19, 2018  
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January 19, 2018 
 
To the Board of Directors  
Alternative Education Academy 
Lucas County, Ohio 
1830 Adams Street 
Toledo, Ohio 43624 
 

Independent Auditor's Report 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Alternative Education Academy, Lucas 
County, Ohio, (the “School”) as of and for the year ended June 30, 2017, and the related notes to the 
financial statements, which collectively comprise the School’s basic financial statements as listed in the 
table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the School’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the School’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating 
the appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. 
 
 
  

Attachment 26: Audited Financial Statements Page 4801



2 

Alternative Education Academy 
Independent Auditor’s Report 
Page 2 of 3 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the School, as of June 30, 2017, and the changes in its financial position and its cash 
flows for the year then ended in accordance with accounting principles generally accepted in the United 
States of America. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, the Schedule of the School's Proportionate Share of the Net Pension Liability, 
and Schedule of School Contributions on pages 4-8, 31-32, and 33-36, respectively, be presented to 
supplement the basic financial statements. Such information, although not a part of the basic financial 
statements, is required by the Governmental Accounting Standards Board who considers it to be an 
essential part of financial reporting for placing the basic financial statements in an appropriate 
operational, economic, or historical context. We have applied certain limited procedures to the required 
supplementary information in accordance with auditing standards generally accepted in the United States 
of America, which consisted of inquiries of management about the methods of preparing the information 
and comparing the information for consistency with management’s responses to our inquiries, the basic 
financial statements, and other knowledge we obtained during our audit of the basic financial statements. 
We do not express an opinion or provide any assurance on the information because the limited procedures 
do not provide us with sufficient evidence to express an opinion or provide any assurance. 
 
Other Information 
 
Our audit was conducted for the purpose of forming an opinion on the financial statements that 
collectively comprise the School’s basic financial statements. The Schedule of Expenditures of Federal 
Awards, as required by Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform 
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards is presented 
for purposes of additional analysis and is not a required part of the basic financial statements. 
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Alternative Education Academy 
Independent Auditor’s Report 
Page 3 of 3 
 
The Schedule of Expenditures of Federal Awards is the responsibility of management and was derived 
from and relates directly to the underlying accounting and other records used to prepare the basic 
financial statements. Such information has been subjected to the auditing procedures applied in the audit 
of the basic financial statements and certain additional procedures, including comparing and reconciling 
such information directly to the underlying accounting and other records used to prepare the basic 
financial statements or to the basic financial statements themselves, and other additional procedures in 
accordance with auditing standards generally accepted in the United States of America. In our opinion, 
the Schedule of Expenditures of Federal Awards is fairly stated, in all material respects, in relation to the 
basic financial statements as a whole.  
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated January 19, 
2018 on our consideration of the School’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the School’s internal control over financial reporting or on compliance. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards in considering the 
School’s internal control over financial reporting and compliance. 

 
 

 
Medina, Ohio 
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The discussion and analysis of the Alternative Education Academy’s (the School) financial performance 
provides an overall review of the School’s financial activities for the fiscal year ended June 30, 2017.  The 
intent of this discussion and analysis is to look at the School’s financial performance as a whole; readers 
should also review the basic financial statements and notes to the basic financial statements to enhance 
their understanding of the School’s financial performance.  
 
The Management’s Discussion and Analysis (MD&A) is an element of the reporting model adopted by the 
Governmental Accounting Standard Board (GASB) in their Statement No. 34 Basic Financial 
Statements – and Management’s Discussion and Analysis – for State and Local Governments 
issued June 1999.  Certain comparative information between the current year and the prior year is 
required to be presented in the MD&A.   
 
Financial Highlights 
 

• In total, net position decreased $1,015,997, which represents a 17.5 percent decrease from 
2016.  This was primarily due to increases in net pension liability. 

 
• Total assets increased $1,503,669, which represents an 80.8 percent increase from 2016. This 

was due primarily due to an increase in Management fee receivable and Sponsor fee receivable 
in 2017.  

 
• Liabilities increased $5,003,096, which represents a 59.5 percent increase from 2016. The 

increase in liabilities is primarily due to increases in net pension liability and state aid payable. 
 

• Deferred outflows of resources increased $2,028,553, which represents a 171.1 percent 
increase from 2016. This change represents contractually required amounts resulting from the 
effects of GASB 68. 

 
• Deferred inflows of resources decreased $454,877 which represents a 98.1 percent decrease 

from 2016. This change results from the effects of GASB 68. 
 

During a prior year, the School adopted GASB Statement 68, Accounting and Financial Reporting for 
Pensions—an Amendment of GASB Statement 27, which significantly revises accounting for pension 
costs and liabilities.  For reasons discussed below, many end users of this financial statement will gain a 
clearer understanding of the School’s actual financial condition by adding deferred inflows related to 
pension and the net pension liability to the reported net position and subtracting deferred outflows related 
to pension. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  When accounting for 
pension costs, GASB 27 focused on a funding approach.  This approach limited pension costs to 
contributions annually required by law, which may or may not be sufficient to fully fund each plan’s net 
pension liability.  GASB 68 takes an earnings approach to pension accounting; however, the nature of 
Ohio’s statewide pension systems and state law governing those systems requires additional explanation 
in order to properly understand the information presented in these statements. 
 
Under the standards required by GASB 68, the net pension liability equals the School’s proportionate 
share of each plan’s collective: 
 

1. Present value of estimated future pension benefits attributable to active and inactive employees’ 
past service 

2. Minus plan assets available to pay these benefits 
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Financial Highlights (Continued) 
 
GASB notes that pension obligations, whether funded or unfunded, are part of the “employment 
exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, and the 
promise of a future pension.  GASB noted that the unfunded portion of this pension promise is a present 
obligation of the government, part of a bargained-for benefit to the employee, and should accordingly be 
reported by the government as a liability since they received the benefit of the exchange.  However, the 
School is not responsible for certain key factors affecting the balance of this liability.  In Ohio, the 
employee shares the obligation of funding pension benefits with the employer.  Both employer and 
employee contribution rates are capped by State statute.  A change in these caps requires action of both 
Houses of the General Assembly and approval of the Governor.  Benefit provisions are also determined 
by State statute.  The employee enters the employment exchange with the knowledge that the employer’s 
promise is limited not by contract but by law.  The employer enters the exchange also knowing that there 
is a specific, legal limit to its contribution to the pension system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension system as against the public employer.  State law operates to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter the 
employment exchange with notice as to the law.  The pension system is responsible for the administration 
of the plan.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. 
sick and vacation leave), are satisfied through paid time-off or termination payments.  There is no 
repayment schedule for the net pension liability.  As explained above, changes in pension benefits, 
contribution rates, and return on investments affect the balance of the net pension liability, but are outside 
the control of the local government.  In the event that contributions, investment returns, and other 
changes are insufficient to keep up with required pension payments, State statute does not assign/identify 
the responsible party for the unfunded portion.  Due to the unique nature of how the net pension liability is 
satisfied, this liability is separately identified within the long-term liability section of the statement of net 
position. 
 
In accordance with GASB 68, the School’s statements prepared on an accrual basis of accounting 
include an annual pension expense for their proportionate share of each plan’s change in net pension 
liability not accounted for as deferred inflows/outflows. The School is also reporting a net pension liability 
and deferred inflows/outflows of resources related to pension on the accrual basis of accounting. 
 
Using this Financial Report 
 
This report consists of three parts, the Required Supplementary Information, the basic financial 
statements, and notes to those statements.  The basic financial statements include a Statement of Net 
Position, a Statement of Revenues, Expenses and Changes in Net Position, and a Statement of Cash 
Flows.  
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Statement of Net Position 
 

The Statement of Net Position answers the question of how the School did financially during the fiscal 
year ended June 30, 2017.  This statement includes all assets, deferred outflows of resources, liabilities, 
deferred inflows of resources, and net position, both financial and capital, and current and long-term using 
the accrual basis of accounting and economic resources focus, which is similar to the accounting used by 
most private-sector companies.  This basis of accounting takes into account all revenues and expenses 
during the year, regardless of when the cash is received or expended.  
 
Table 1 provides a summary of the School’s net position for fiscal year 2017 and fiscal year 2016. 
 

2017 2016
Assets

Current assets 1,584,380$      1,861,336$      
Non-current assets 1,780,625        -                  

Total assets 3,365,005 1,861,336

Deferred Outflows of Resources

Pension System 3,214,363 1,185,810

Liabilities

Current liabilities 450,093 586,665
Long term liabilities 12,958,028 7,818,360

Total Liabilities 13,408,121 8,405,025

Deferred Intflows of Resources

Pension System 8,853 463,730

Net Position

Unrestricted (6,837,606)      (5,821,609)      

Total net position (6,837,606)$    (5,821,609)$    

Table 1
Statement of Net Position

 
 
Total assets increased $1,503,669. This was due primarily due to an increase in Management fee 
receivable and Sponsor fee receivable in 2017. Liabilities increased $5,003,096. The increase in liabilities 
is primarily due to increases in net pension liability and state aid payable. State aid payable increased by 
$2,141,033 due to an over payment by ODE during FY 17 (See note 5). Deferred outflows of resources 
increased $2,028,553. Deferred inflows of resources decreased $454,877. The changes in deferred 
outflows and inflows of resources were impacted by the implementation of GASB 68. 
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Statement of Revenues, Expenses, and Changes in Net Position 
 
Table 2 shows the changes in net position for fiscal year 2017 and fiscal year 2016, as well as a listing of 
revenues and expenses.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
The decrease in overall revenues from 2016 was due to a decrease in the School’s State aid due to a 
decrease in full-time equivalency (FTE) enrollment and the FTE adjustment (See note 5).  The School’s 
most significant expense, “Purchased services: management fees” decreased in relation to the decrease 
in State aid because of the management agreement in place between the School and WHDL, LLC.  The 
agreement provides that specific percentages of the revenues received by the School will be paid to 
WHDL to fund operations (See notes to the basic financial statements, note 9). Purchased services: grant 
programs increased in relation to the increase in Grant revenue.  
 
 

2017 2016
Operating revenue

State aid 7,649,174$        11,390,828$      
Total Operating Revenue 7,649,174         11,390,828        

Non-operating revenues

Grants 1,087,464         1,576,065         
Interest 6,424                4,455                
Miscellaneous 17,940              17,170              

Total revenues 8,761,002         12,988,518        

Operating expenses

Purchased services: management fees 7,385,810         11,030,569        
Purchased services: grant programs 1,087,464         1,576,065         
Pension Expense 872,044            (141,530)           
Sponsorship fees 214,025            307,793            
Legal 32,059              26,454              
Auditing and accounting 25,839              22,653              
Insurance D&O & liability 10,626              4,671                
Board of education 148,968            207,193            
Bank fees 164                  74                    
Total expenses 9,776,999         13,033,942        

Change in net position (1,015,997)$       (45,424)$           

Table 2
Change in Net Position
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Capital Assets  
 
At the end of fiscal year 2017, all capital assets had been fully depreciated. See note 7 to the financial 
statements.  
 
Current Financial Issues 
 
Alternative Education Academy received revenue for 1,089 students in 2017. Alternative Education 
Academy is different from many other schools as it provides education in a distance-learning environment 
to students in nearly every county in the State of Ohio. State law governing community schools allows for 
the School to have open enrollment across traditional school district boundaries.   
 
The School receives its support almost entirely from state aid.  Per pupil revenue from state aid for the 
School averaged $7,024 in fiscal year 2017. The School receives additional revenue from grant 
subsidies. 
 
Although there is a possibility that State aid will be cut in future years due to the economic climate, the 
School feels that the relationship with the management company will insulate them from any significant 
change.  The relationship brings stability to the School since specific percentages of revenues are 
payable to the management company (See notes to the basic financials statements, note 9). 
 
Contacting the School’s Financial Management 
 
This financial report is designed to provide our readers with a general overview of the School’s finances 
and to show the School’s accountability for the money it receives.  If you have questions about this report 
or need additional information, contact the Fiscal Officer for the Alternative Education Academy, 3320 
West Market Street, Suite 300, Fairlawn, Ohio 44333. 
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ASSETS

Current assets
Cash & cash equivalents 1,215,970$                 
Management fees receivable 346,134                      
Grant funding receivable 3,350                          
Bank fee receivable 2,878                          
Accounts receivable 264                             
Sponsor fee receivable 9,992                          
Prepaid insurance 5,792                          

Total current assets 1,584,380                   

Noncurrent assets
Management fees receivable 1,730,668                   
Sponsor fee receivable 49,957                        

Total Noncurrent Assets 1,780,625                   

Total assets 3,365,005                   

DEFERRED OUTFLOWS OF RESOURCES

Pension system 3,214,363                   

LIABILITIES

Current liabilities
State aid payable 356,839                      
Continuing fee payable 44,673                        
Accounts payable 45,231                        
Grant funding payable 3,350                          

Total current liabilities 450,093                      

Long Term Liabilities
Net pension liability 11,173,834                 
State aid payable 1,784,194                   

Total liabilities 13,408,121                 

DEFERRED INFLOWS OF RESOURCES

Pension system 8,853                          

NET POSITION

Unrestricted net position (6,837,606)$                

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

ALTERNATIVE EDUCATION ACADEMY

STATEMENT OF NET POSITION
June 30, 2017

LUCAS COUNTY
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OPERATING REVENUES

State basic aid 7,522,622$                  
Facilities aid 34,371                         
3rd grade reading bonus 7,072                           
Graduation bonus 5,076                           
Local grant income 3,140                           
Casino revenue 76,893                         

Total operating revenues 7,649,174                    

OPERATING EXPENSES

Purchased services: Management fees 7,385,810                    
Purchased services: Grant programs 1,087,464                    
Pension expense 872,044                       
Sponsorship fees 214,025                       
Board of education 148,968                       
Legal 32,059                         
Accounting & auditing 25,839                         
Bank fees 164                              
Insurance: D&O & liability 10,626                         

Total operating expenses 9,776,999                    

Operating loss (2,127,825)                  

NON-OPERATING REVENUES

Grants 1,087,464                    
Miscellaneous revenue 17,940                         
Interest 6,424                           

Total non-operating revenues 1,111,828                    

Change in net position (1,015,997)                  

Net position, July 1, 2016 (5,821,609)                  

Net position, June 30, 2017 (6,837,606)$                

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

ALTERNATIVE EDUCATION ACADEMY

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
FOR THE YEAR ENDED JUNE 30, 2017

LUCAS COUNTY
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INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH FLOWS FROM OPERATING ACTIVITIES

Cash received from state aid 9,890,136$                 
Cash payments to suppliers for goods and services (11,535,117)                

                                    
Net cash used for operating activities (1,644,981)                  

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Cash received from grant programs 1,191,609                   
Cash received from miscellaneous revenue 17,940                        

Net cash received from noncapital financing activities 1,209,549                   

CASH FLOWS FROM INVESTING ACTIVITIES
Cash received from interest 6,424                          

Net decrease in cash and cash equivalents (429,008)                     

Cash and cash equivalents at beginning of year 1,644,978                   
                                    

Cash and cash equivalents at end of year 1,215,970$                 
                                    

RECONCILIATION OF OPERATING LOSS TO NET CASH
USED FOR OPERATING ACTIVITIES

Operating loss (2,127,825)$                

ADJUSTMENTS TO RECONCILE OPERATING LOSS TO NET
CASH USED FOR OPERATING ACTIVITIES

Changes in assets, liabilities, and deferred outflows/inflows of resources:
Management fees receivable (2,076,802)                  
Bank fees receivable 1,521                          
Sponsorship fees receivable (59,949)                       
Accounts receivable (264)                            
State aid receivable 98,100                        
Prepaid insurance 572                             
Deferred outflows of resources (2,028,553)                  
Accounts payable (11,550)                       
State aid payable 2,141,033                   
Grants funding payable (363,733)                     
Net pension liability 3,355,474                   
Deferred inflows of resources (454,877)                     
Continuing fees payable (118,128)                     

                                    
Total adjustments 482,844                      

                                    
Net cash used for operating activities (1,644,981)$                

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

FOR THE YEAR ENDED JUNE 30, 2017

ALTERNATIVE EDUCATION ACADEMY

STATEMENT OF CASH FLOWS
LUCAS COUNTY
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 1. DESCRIPTION OF THE SCHOOL AND REPORTING ENTITY 
 
Alternative Education Academy (the School) operating under the trade name as Ohio Distance and 
Electronic Learning Academy (“OHDELA”) is a federal 501(c) (3) tax-exempt, state nonprofit 
corporation established pursuant to Ohio Rev. Code Chapters 3314 and 1702 to maintain and provide 
a school exclusively for any educational, literary, scientific and related teaching service. The School, 
which is part of the State’s education program, is independent of any school district.  The School may 
sue and be sued, acquire facilities as needed, and contract for any services necessary for the 
operation of the School.  
 
The School contracts with WHDL, LLC (WHDL) for most of its functions.  (See note 9) 
 
The School is sponsored and approved for operation under contract with the Ohio Council for 
Community Schools (OCCS) (Sponsor) for a period commencing on July 1, 2006, and extending 
through June 30, 2012. The contract was renewed for a period commencing on July 1, 2012 through 
June 30, 2022. The School actually began operations on February 14, 2002. The School operates 
under a self-appointing Board of Directors (the Board).  The School’s Code of Regulations specify that 
vacancies that arise on the Board will be filled by the appointment of a successor director by a 
majority vote of the then existing directors. The Board is responsible for carrying out the provisions of 
the contract with the Sponsor, which include, but are not limited to, state-mandated provisions 
regarding student population, curriculum, academic goals, performance standards, admission 
standards, and qualifications of teachers. The School has one support facility, which is leased by 
WHDL.  The School is staffed by teaching personnel employed by WHDL, who provided services to 
approximately 1,089 full-time equivalent students during the fiscal year ended June 30, 2017.   

 
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

The basic financial statements of the School have been prepared in conformity with generally 
accepted accounting principles as applied to governmental nonprofit organizations. The 
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for 
establishing governmental accounting and financial reporting principles.   The more significant of the 
School’s accounting policies are described below. 
 
A. Basis of Presentation 
 

The School’s basic financial statements consist of a Statement of Net Position, a Statement 
of Revenues, Expenses and Changes in Net Position, and a Statement of Cash Flows. 
Enterprise fund reporting focuses on the determination of the change in net position, financial 
position and cash flows. 
 
Auditor of State of Ohio Bulletin No. 2000-005 requires the presentation of all financial activity 
to be reported within one enterprise fund for year-end reporting purposes. Enterprise 
accounting is used to account for operations that are financed and operated in a manner 
similar to private business enterprises where the intent is that the costs (expenses) of 
providing goods or services to the general public on a continuing basis be financed or 
recovered primarily through user charges. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
B.  Measurement Focus and Basis of Accounting 
 

The accounting and financial reporting treatment applied to a fund is determined by its 
measurement focus.  Enterprise accounting uses a flow of economic resources measurement 
focus.  With this measurement focus, all assets and deferred outflow of resources as well as 
all liabilities and deferred inflows of resources are included on the Statement of Net Position.  
Operating statements present increases (i.e., revenues) and decreases (i.e., expenses) in net 
position. The accrual basis of accounting is utilized for reporting purposes.  Revenues are 
recognized when they are earned, and expenses are recognized when they are incurred. 

 
C. Budgetary Process 
 

Unlike traditional public schools located in the State of Ohio, community schools are not 
required to follow budgetary provisions set forth in Ohio Rev. Code Section 5705, unless 
specifically provided in the School’s contract with its Sponsor. The contract between the 
School and its Sponsor requires a detailed school budget for each year of the contract.  In 
addition, the Board adopted an operating budget at the beginning of fiscal year 2017. 
However, the budget does not have to follow the provisions of Ohio Rev. Code Section 5705, 
except for section 5705.391 as it relates to five-year forecasts. 
 

D.  Cash and Cash Equivalents 
 

All cash received by the School is maintained in demand deposit accounts and STAROhio. 
For purposes of the Statement of Cash Flows and for presentation on the Statement of Net 
Position, investments with an original maturity of three months or less at the time they are 
purchased are considered to be cash equivalents. 

 
During fiscal year 2017, the School invested in STAR Ohio. STAR Ohio (the State Treasury 
Asset Reserve of Ohio), is an investment pool managed by the State Treasurer’s Office which 
allows governments within the State to pool their funds for investments purposes. STAR Ohio 
is not registered with the SEC as an investment company, but has adopted Governmental 
Accounting Standards Board (GASB), Statement No. 79, Certain External Investment Pools 
and Pool Participants. The School measures their investment in STAR Ohio at the net asset 
value (NAV) per share provided by STAR Ohio. The NAV per share is calculated on an 
amortized cost basis that provides an NAV per share that approximates fair value. 
 

 E.  Intergovernmental Revenues 
 

The School currently participates in the State Foundation Program, facilities aid, 3rd grade 
reading bonus, graduation bonus, local grant income, and casino tax distributions, which are 
reflected under “operating revenues” on the Statement of Revenues, Expenses, and Changes 
in Net Position.  Revenues received from these programs are recognized as operating 
revenue in the accounting period in which all eligibility requirements have been met. 
 

 Non-exchange transactions, in which the School receives value without directly giving equal 
value in return, include grants, entitlements, and contributions. Grants, entitlements, and 
contributions are recognized as non-operating revenues in the accounting period in which all 
eligibility requirements have been met. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
E.  Intergovernmental Revenues (Continued) 

 
Eligibility requirements include timing requirements, which specify the year when the 
resources are required to be used or the fiscal year when use is first permitted; matching 
requirements, in which the School must provide local resources to be used for a specified 
purpose; and expenditure requirements, in which the resources are provided to the School on 
a reimbursement basis.  Amounts awarded under the above programs for the 2017 school 
year totaled $8,736,638. 

 
F.   Capital Assets and Depreciation 
 

For purposes of recording capital assets, the Board has a capitalization threshold of $5,000. 
 
As of June 30, 2017, all capital assets had been fully depreciated. 
 

G. Use of Estimates 
 

In preparing the financial statements, management is sometimes required to make estimates 
and assumptions that affect the reported amounts of assets and liabilities, the disclosure of 
contingent assets, deferred outflows of resources, liabilities and deferred inflows of resources 
at the date of the financial statements, and the reported amounts of revenues and expenses 
during the reporting period.  Actual results could differ from those estimates. 
 

H. Net Position 
 

Net position represents the difference between assets and deferred outflow of resources as 
well as deferred inflow of resources and liabilities. Net position consists of unrestricted 
balances. 

 
I. Operating Revenues and Expenses 

 
Operating revenues are those revenues that are generated directly from the School’s primary 
activities. For the School, these revenues are primarily state aid payments. Operating 
expenses are necessary costs incurred to provide the goods and services that are the 
primary activities of the School. Revenues and expenses not meeting this definition are 
reported as non-operating. 

 
            J. Pensions 

 
For purposes of measuring the net pension liability, deferred outflows of resources and 
deferred inflows of resources related to pensions, and pension expense, information about 
the fiduciary net position of the pension plans and additions to/deductions from their fiduciary 
net positon have been determined on the same basis as they are reported by the pension 
systems.  For this purpose, benefit payments (including refunds of employee contributions) 
are recognized when due and payable in accordance with the benefit terms.  The pension 
systems report investments at fair value. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
 K. Deferred Outflows and Deferred Inflows of Resources 

 
In addition to assets, the statements of the financial position will sometimes report a separate 
section for deferred outflows of resources. Deferred outflows of resources represent a 
consumption of net position that applies to a future period and will not be recognized as an 
outflow of resources (expense) until then. For the School, deferred outflows of resources are 
reported on the statement of net position for pension. The deferred outflows of resources 
related to pension are explained in note 12. 
 
In addition to liabilities, the statements of financial position report a separate section for 
deferred inflows of resources. Deferred inflows of resources represent an acquisition of net 
position that applied to a future period and will not be recognized until that time. For the 
School, deferred inflows of resources include pension. Deferred inflows of resources related 
to pension are reported on the statement of net position. (See note 12) 

 
3. CHANGE IN ACCOUNTING PRINCIPLES 
 

For the fiscal year ended June 30, 2017, the School has implemented Governmental 
Accounting Standards Board (GASB) Statement No. 77, Tax Abatement Disclosures, GASB 
Statement No. 78, Pensions Provided through Certain Multiple-Employer Defined Benefit 
Pension Plans, GASB Statement No. 80, Blending Requirements for Certain Component 
Units – an amendment of GASB Statement No. 14 and GASB Statement No. 82, Pension 
Issues – an amendment of GASB Statements No. 67, No. 68, and No. 73.  
 
GASB Statement No. 77 requires disclosure of tax abatement information about (1) a 
reporting government’s own tax abatement agreements and (2) those that are entered into by 
other government and that reduce the reporting government’s tax revenues. The 
implementation of GASB Statement No. 77 did not have an effect on the financial statements 
of the School.  
 
GASB Statement No. 78 amends the scope of GASB Statement No. 68 to exclude certain 
multiple-employer defined benefit pension plans provided to employees of state and local 
governments on the basis that obtaining the measurements and other information required by 
GASB Statement No. 68 was not feasible. The implementation of GASB No. 78 did not have 
an effect on the financial statements of the Academy.  
 
GASB Statement No. 80 amends the blending requirements for the financial statement 
presentation of component units of all state and local governments. The additional criterion 
requires blending of a component unit incorporated as a not-for-profit corporation in which the 
primary government is the sole corporate member. The implementation of GASB Statement 
No. 80 did not have an effect on the financial statements of the Academy.  
 
GASB Statement No. 82 improves consistency in the application of pension accounting. 
These changes were incorporated in the School’s fiscal year 2017 financial statements; 
however, there was no effect on beginning net position. 

 
 
 
 
 
 
 

Attachment 26: Audited Financial Statements Page 4815



ALTERNATIVE EDUCATION ACADEMY 
LUCAS COUNTY 

NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2017 

(Continued) 

16 

4. DEPOSITS AND INVESTMENTS

A. Deposits with Financial Institutions

At June 30, 2017, the carrying amount of all School deposits was $1,025,190.  Based on the
criteria described in GASB Statement No. 40, “Deposits and Investment Risk Disclosures”, as
of June 30, 2017, $354,883 was covered by the Federal Depository Insurance Corporation
and $670,307 of the School’s bank balance of was exposed to custodial risk as discussed
below.

B. Investments

As of June 30, 2017, the School had the following investments and maturities:

Investment Maturity
Measurement 6 months or

Investment type Value less

STAROhio 190,780$   190,780$   

The School categorized its fair value measurements within the fair value hierarchy 
established by generally accepted accounting principles. The hierarchy is based on the 
valuation inputs used to measure the fair value of the asset. Level 1 inputs are quoted prices 
in active markets for identical assets. Level 2 inputs are significant other observable inputs. 
Level 3 inputs are significant unobservable inputs. The above table identifies the School 
recurring fair value measurements as of June 30, 2017. As discussed further in Note 2, STAR 
Ohio is reported at its net asset value (NAV). All other investments of the School are value 
using quoted market prices (Level 1 inputs). 

Interest Rate Risk:  As a means of limiting its exposure to fair value losses arising from rising 
interest rates and according to state law, the School’s investment policy limits investment 
portfolio maturities to five years or less. The weighted average of maturity of the portfolio held 
by STAR Ohio as of June 30, 2017 is 46 days. 

STAR Ohio is an investment pool operated by the Ohio State Treasurer. It is unclassified 
since it is not evidenced by securities that exist in physical or book entry form. Ohio law 
requires STAR Ohio maintain the highest rating provided by at least one nationally 
recognized standard rating service. The weighted average of maturity of the portfolio held by 
STAR Ohio as of June 30, 2017, is 46 days and carries a rating of AAAm by S&P Global 
Ratings. 

Credit Risk:  Standard & Poor’s has assigned STAROhio an AAAm money market rating. 

Custodial Credit Risk: For an investment, custodial credit risk is the risk that, in the event of 
the failure of the counterparty, the School, will not be able to recover the value of its 
investment or collateral securities that are in the possession of an outside party. The School’s 
investments in federal agency securities are exposed to custodial credit risk in that it is 
uninsured, unregistered and held by the counterparty’s trust department or agent but not in 
the School’s name. The School’s investment policy does not deal with investment custodial 
credit risk beyond the requirements in State statute that prohibits payment for investments 
prior to delivery of the securities representing such investments to the treasurer or qualified 
trustee. 
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4. DEPOSITS AND INVESTMENTS (continued) 
 
B.   Investments (continued) 

 
Concentration of Credit Risk:  The School places no limit on the amount that may be invested 
in any one issuer.  The following table includes the percentage of each investment type held 
by the School at June 30, 2017: 

Investment type Measurement Value % to Total

STAROhio 190,781$                 100.00     

 
5. FEES RECEIVABLE 
 

The School was over paid by $2,141,033 during FY17 and ODE will deduct the overpayment from 
future state aid payments. $31,570 will be deducted out of the School’s monthly state aid payments to 
recover the FTE 2017 #1 settlement (See note 14). 
 
A “Management fees receivable” from WHDL has been recorded by the school in the amount of 
$2,076,802 for the percentage time adjustment for recovery of FTE 2017 #1 settlement. The additional 
support received from the state resulted in a $2,076,802 overpayment to the management company 
for the year ended June 30, 2017.  
 
A “Sponsor fees receivable” from OCCS has been recorded by the school in the amount of $59,949 
for the percentage time adjustment for recovery of FTE 2017 #1 settlement. Sponsor fees are 
assessed at 2.8% of the total state funds received. The additional support received from the state 
resulted in a $59,949 overpayment to the sponsor for the year ended June 30, 2017. 

 
Account Short Term Long Term Total

Management Fees Receivable 346,134$        1,730,668$     2,076,802$     
Sponsor Fees Receivable 9,992              49,957            59,949            
Total 356,126$        1,780,625$     2,136,751$     

 
6. GRANTS FUNDING RECEIVABLE/PAYABLE 
 

The School has recorded “Grants funding receivable” in the amount of $3,350 to account for the 
remainder of State and Federal awards allocated to the School, but not received as of June 30, 2017. 
 
Additionally, under the terms of the management agreement (See note 9), the School has recorded a 
liability to WHDL in the amount of $3,350 for the percent of any State and Federal monies earned by 
but uncollected or unpaid to WHDL as of June 30, 2017. 

 
7. CAPITAL ASSETS AND DEPRECIATION 
 

For the year ended June 30, 2017, the School had $266,883 in fully depreciated computers and 
software.  
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8.  RISK MANAGEMENT 
 
Property and Liability - The School is exposed to various risks of loss related to torts; theft or 
damage to, and destruction of assets; errors and omissions; injuries to employees; and natural 
disasters. As part of its management agreement with WHDL, WHDL has contracted with an insurance 
company for property and general liability insurance pursuant to the management agreement (See 
note 9).  There was no significant reduction in insurance coverage from the prior year and claims have 
not exceeded insurance coverage over the past three years.  
 
Director and Officer - Coverage has been purchased by the School with a $5,000,000 aggregate 
limit and a $10,000 deductible. 
 

9.  AGREEMENT WITH WHDL, LLC 
 
Effective March 30, 2009, the School entered into a revised management agreement (Agreement) 
that renews the Agreement with WHDL until June 30, 2019.  On July 1, 2014 the Agreement was 
amended to further define continuing fees owed from the School to WHDL.  Additionally, the School 
and WHDL amended the revised management agreement on November 1, 2010. WHDL is an 
educational consulting and management company.  
 
The Agreement will renew for two additional, successive five (5) year terms unless one party notifies 
the other party on or before the February 1st prior to the expiration of the then-current term of its 
intention to not renew the agreement. Substantially all functions of the School have been contracted 
to WHDL.  WHDL is responsible and accountable to the School’s Board of Directors for the 
administration and operation of the school. The School is required to pay WHDL a monthly continuing 
fee of 97 percent of the School's “Qualified Gross Revenues”, defined in the Agreement as revenues 
generated on a per student basis received by the School from the State of Ohio Department of 
Education pursuant to Title 33 of the Ohio Revised Code and any other statute applicable to 
Community Schools as defined in the Code.  Qualified gross revenues do not include casino revenue, 
student fees, charitable contributions, PTA/PTO income, Federal Title Programs and such other 
federal, state and local government funding designated to compensate the School for the education of 
its students and other miscellaneous revenue received.  

 
WHDL shall receive 100 percent of any and all grants or funding of any kind generated by WHDL and 
its affiliates beyond the regular per pupil state funding received by the School, subject to any terms 
and conditions attached to the grants, if any.  The continuing fee is paid to WHDL based on the 
previous month’s qualified gross revenues.  

 
The School had purchased service expenses for the year ended June 30, 2017 of $8,473,274 of 
which $44,673 was payable and $2,076,802 was receivable from WHDL, LLC and at June 30, 2017.  
WHDL will be responsible for all costs incurred in providing the educational program at the School, 
which include but are not limited to, salaries and benefits of personnel, curriculum materials, 
textbooks, library books, computers and other equipment, software, supplies, building payments, 
maintenance, capital, and insurance. 
 

10. SPONSORSHIP FEES 
 

Under Paragraph D(4) of the sponsor contract with the OCCS, it states that the School “…shall pay to 
the Sponsor the amount of 2.8% of the total state funds received for the first 2,500 students received 
each year, 2.6% of the total state funds for the next 2,500-3,500 students received, and 2.4% of the 
total state funds after 3,500 students received each year, in consideration for the time, organization, 
oversight, fees, and costs of  the Sponsor pursuant to this Contract.”   Such fees are paid to the 
OCCS monthly.  As indicated on the Statement of Revenues, Expenses, and Changes in Net 
Position, the School incurred $214,025 in sponsorship fees to OCCS. 
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11. MANAGEMENT COMPANY EXPENSES 
 
For the year ended June 30, 2017, WHDL, LLC incurred the following expenses on behalf of the 
School. 

 
 

12. DEFINED BENEFIT PENSION PLANS 
 
A. Net Pension Liability 
 

The net pension liability reported on the statement of net position represents a liability to 
employees for pensions. Pensions are a component of exchange transactions-–between an 
employer and its employees—of salaries and benefits for employee services.  Pensions are 
provided to an employee—on a deferred-payment basis—as part of the total compensation 
package offered by an employer for employee services each financial period.  The obligation 
to sacrifice resources for pensions is a present obligation because it was created as a result 
of employment exchanges that already have occurred. 
 
The net pension liability represents the School’s proportionate share of each pension plan’s 
collective actuarial present value of projected benefit payments attributable to past periods of 
service, net of each pension plan’s fiduciary net position.  The net pension liability calculation 
is dependent on critical long-term variables, including estimated average life expectancies, 
earnings on investments, cost of living adjustments and others.  While these estimates use 
the best information available, unknowable future events require adjusting this estimate 
annually.   

 
Ohio Revised Code limits the School’s obligation for this liability to annually required 
payments.   The School cannot control benefit terms or the manner in which pensions are 
financed; however, the School does receive the benefit of employees’ services in exchange 
for compensation including pension.  
 
 
 
 
 
 
 

Regular Instruction
(1100 Function 

Codes)

Special Instruction
(1200 Function 

Codes)

Support Services
(2000 Function 

Codes)
Total

1100 1200 2000

Salaries & Wages 100 2,098,397                 965,308                  3,063,705          
Employee Benefits 200 647,914                    108,540                  756,454             
Professional & Technical Services 410 466,377                    1,755,413                  456,076                  2,677,866          
Property Services 420 114,194                    59,140                       52,532                    225,866             
Utilities 450 4,747                        2,458                         2,184                      9,389                 
Supplies 500 597,044                    309,203                     274,653                  1,180,900          
All other Capital Outlay 650-690 27,352                      14,165                       12,583                    54,100               
Other Direct Costs 860 652,528                    337,937                     300,177                  1,290,642          

Overhead -                     

Total Expenses 4,608,553$               2,478,316$                2,172,053$             9,258,922$        

Direct Expenses: 

  
Indirect Expenses: 
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12. DEFINED BENEFIT PENSION PLANS (continued) 
 
A. Net Pension Liability (continued) 

 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they 
benefit from employee services; and (2) State statute requires all funding to come from these 
employers.  All contributions to date have come solely from these employers (which also 
includes costs paid in the form of withholdings from employees).  State statute requires the 
pension plans to amortize unfunded liabilities within 30 years.  If the amortization period 
exceeds 30 years, each pension plan’s board must propose corrective action to the State 
legislature.  Any resulting legislative change to benefits or funding could significantly affect 
the net pension liability.   Resulting adjustments to the net pension liability would be effective 
when the changes are legally enforceable. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net 
pension liability on the accrual basis of accounting.  Any liability for the contractually-required 
pension contribution outstanding at the end of the year is included in continuing fee payable 
on the accrual basis of accounting.   
 

 B. Plan Description – School Employees Retirement System (SERS) 
 

Plan Description – School non-teaching employees participate in SERS, a cost-sharing 
multiple-employer defined benefit pension plan administered by SERS. SERS provides 
retirement, disability and survivor benefits, annual cost-of-living adjustments, and death 
benefits to plan members and beneficiaries. Authority to establish and amend benefits is 
provided by Ohio Revised Code Chapter 3309.  SERS issues a publicly available, stand-
alone financial report that includes financial statements, required supplementary information 
and detailed information about SERS’ fiduciary net position. That report can be obtained by 
visiting the SERS website at www.ohsers.org under Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 

 
Eligible to Eligible to

Retire on or before Retire on or after
August 1, 2017 * August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 57 with 30 years of service credit

Actuarially Reduced Benefits Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Age 55 with 25 years of service credit Age 60 with 25 years of service credit

* Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
 

 
Annual retirement benefits are calculated based on final average salary multiplied by a 
percentage that varies based on year of service; 2.2 percent for the first 30 of service and 2.5 
percent for years of service credit over 30.  Final average salary is the average of the highest 
three years of salary. 
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12. DEFINED BENEFIT PENSION PLANS (continued) 
 

B. Plan Description – School Employees Retirement System (SERS) (continued) 
 
One year after an effective benefit date, a benefit recipient is entitled to a three percent cost-
of-living adjustment (COLA).  This same COLA is added each year to the base benefit 
amount on the anniversary date of the benefit. 
  
Funding Policy – Plan members are required to contribute 10 percent of their annual 
covered salary and the School is required to contribute 14 percent of annual covered payroll. 
 The contribution requirements of plan members and employers are established and may be 
amended by the SERS’ Retirement Board up to statutory maximum amounts of 10 percent for 
plan members and 14 percent for employers.  The Retirement Board, acting with the advice 
of the actuary, allocates the employer contribution rate among four of the System’s funds 
(Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care Fund).  For the 
fiscal year ended June 30, 2017, the allocation to pension, death benefits, and Medicare B 
was 14 percent.  SERS did not allocate any employer contributions to the Health Care Fund 
for fiscal year 2017. 
 
The School’s contractually required contribution to SERS was $97,431 for fiscal year 2017.   

 
C. Plan Description – State Teachers Retirement System (STRS) 

 
Plan Description – School licensed teachers and other faculty members participate in STRS 
Ohio, a cost-sharing multiple-employer public employee retirement system administered by 
STRS.  STRS provides retirement and disability benefits to members and death and survivor 
benefits to beneficiaries.  STRS issues a stand-alone financial report that includes financial 
statements, required supplementary information and detailed information about STRS’ 
fiduciary net position.  That report can be obtained by writing to STRS, 275 E. Broad St., 
Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the STRS Web site at 
www.strsoh.org.  
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a 
Defined Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio 
Revised Code Chapter 3307.  The DB plan offers an annual retirement allowance based on 
final average salary multiplied by a percentage that varies based on years of service.  
Effective August 1, 2015, the calculation was 2.2 percent of final average salary for the five 
highest years of earnings multiplied by all years of service. Members are eligible to retire at 
age 60 with five years of qualifying service credit, or at age 55 with 26 years of service, or 31 
years of service regardless of age.  Eligibility changes will be phased in until August 1, 2026, 
when retirement eligibility for unreduced benefits will be five years of service credit and age 
65, or 35 years of service credit and at least age 60. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 
14 percent employer contributions into an investment account.  Investment allocation 
decisions are determined by the member.  The remaining 4.5 percent of the 14 percent 
employer rate is allocated to the defined benefit unfunded liability.  A member is eligible to 
receive a retirement benefit at age 50 and termination of employment.  The member may 
elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
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12. DEFINED BENEFIT PENSION PLANS (continued) 
 

C. Plan Description – State Teachers Retirement System (STRS) (continued) 
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined 
Plan, 12 percent of the 14 percent member rate goes to the DC Plan and the remaining 2 
percent is applied to the DB Plan. Member contributions to the DC Plan are allocated among 
investment choices by the member, and contributions to the DB Plan from the employer and 
the member are used to fund the defined benefit payment at a reduced level from the regular 
DB Plan. The defined benefit portion of the Combined Plan payment is payable to a member 
on or after age 60 with five years of service. The defined contribution portion of the account 
may be taken as a lump sum payment or converted to a lifetime monthly annuity after 
termination of employment at age 50 or later. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to 
reselect a permanent plan during their fifth year of membership.  Members may remain in the 
same plan or transfer to another STRS plan.  The optional annuitization of a member’s 
defined contribution account or the defined contribution portion of a member’s Combined Plan 
account to a lifetime benefit results in STRS bearing the risk of investment gain or loss on the 
account.  STRS has therefore included all three plan options as one defined benefit plan for 
GASB 68 reporting purposes. 
 
A DB or Combined Plan member with five or more years of credited service who is 
determined to be disabled may qualify for a disability benefit.  Eligible survivors of members 
who die before service retirement may qualify for monthly benefits.  New members on or after 
July 1, 2013, must have at least ten years of qualifying service credit that apply for disability 
benefits.  Members in the DC Plan who become disabled are entitled only to their account 
balance.  If a member of the DC Plan dies before retirement benefits begin, the member’s 
designated beneficiary is entitled to receive the member’s account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State 
Teachers Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the 
fiscal year ended June 30, 2017, plan members were required to contribute 14 percent of 
their annual covered salary. The School was required to contribute 14 percent; the entire 14 
percent was the portion used to fund pension obligations.  The fiscal year 2017 contribution 
rates were equal to the statutory maximum rates. 
  
The School’s contractually required contribution to STRS was $315,824 for fiscal year 2017.  
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12. DEFINED BENEFIT PENSION PLANS (continued) 
 

D. Pension Liabilities, Pension Expense, Deferred Outflows of Resources and Deferred 
Inflows of Resources Related to Pensions  

  
The net pension liability was measured as of July 1 2016, and the total pension liability used 
to calculate the net pension liability was determined by an independent actuarial valuation as 
of that date. The School's employer allocation percentage of the net pension liability was 
based on the employer’s share of employer contributions in the pension plan relative to the 
total employer contributions of all participating employers. Following is information related to 
the proportionate share and pension expense: 

 
STRS SERS Total

Proportionate Share of the Net 
  Pension Liability 9,799,904$   1,373,930$    11,173,834$  
Proportion of the Net Pension Liability:

Current Measurement Date 0.02927703% 0.01877190%
Prior Measurement Date 0.02436663% 0.01899960%

Change in Proportionate Share 0.00491040% (0.00022770%)

Pension Expense 1,099,491$   185,807$       1,285,298$    
 

Deferred outflows/inflows of resources represent the effect of changes in the net pension 
liability due to the difference between projected and actual investment earnings, differences 
between expected and actual actuarial experience, changes in assumptions and changes in 
the School’s proportion of the collective net pension liability. The deferred outflows and 
deferred inflows are to be included in pension expense over current and future periods. The 
difference between projected and actual investment earnings is recognized in pension 
expense using a straight line method over a five year period beginning in the current year. 
Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the 
average expected remaining service lives of all members (both active and inactive) using the 
straight line method. Employer contributions to the pension plan subsequent to the 
measurement date are also required to be reported as a deferred outflow of resources.  
 
At June 30, 2017, the School reported deferred outflows of resources and deferred inflows of 
resources related to pensions from the following sources:  
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12. DEFINED BENEFIT PENSION PLANS (continued) 
 

D. Pension Liabilities, Pension Expense, Deferred Outflows of Resources and Deferred 
Inflows of Resources Related to Pensions (continued) 
 

STRS SERS Total
Deferred Outflows of Resources
Differences between Expected and 
  Actual Experience 395,964$     18,532$       414,496$     

Net Difference between Projected and 
  Actual Earnings on Pension Plan Investments 813,656 113,327 926,983
Changes of Assumptions 0 91,717 91,717

Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 1,297,844 70,067 1,367,911
School Contributions Subsequent to the 
  Measurement Date 315,825 97,431 413,256
Total Deferred Outflows of Resources 2,823,289$  391,074$     3,214,363$  

Deferred Inflows of Resources

Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions -$            8,853$         8,853$         

 
$413,256 reported as deferred outflows of resources related to pension resulting from School 
contributions subsequent to the measurement date will be recognized as a reduction of the 
net pension liability in the year ending June 30, 2018. Other amounts reported as deferred 
outflows of resources and deferred inflows of resources related to pension will be recognized 
in pension expense as follows: 

  
  STRS   SERS    Total 

Fiscal Year Ending June 30:            
2018  $            533,844     $             85,589      $           619,433  
2019 533,847    85,505     619,352  
2020 846,063    81,120     927,183  
2021 593,710    32,576     626,286  

   $         2,507,464     $           284,790  
 

   $        2,792,254  
 

E. Actuarial Assumptions – SERS 
 

SERS’ total pension liability was determined by their actuaries in accordance with GASB 
Statement No. 67, as part of their annual actuarial valuation for each defined benefit 
retirement plan.  Actuarial valuations of an ongoing plan involve estimates of the value of 
reported amounts (e.g., salaries, credited service) and assumptions about the probability of 
occurrence of events far into the future (e.g., mortality, disabilities, retirements, employment 
termination).  Actuarially determined amounts are subject to continual review and potential 
modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
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12. DEFINED BENEFIT PENSION PLANS (continued) 
 

E. Actuarial Assumptions – SERS (continued) 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the 
plan as understood by the employers and plan members) and include the types of benefits 
provided at the time of each valuation and the historical pattern of sharing benefit costs 
between the employers and plan members to that point.  The projection of benefits for 
financial reporting purposes does not explicitly incorporate the potential effects of legal or 
contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial 
calculations will take into account the employee’s entire career with the employer and also 
take into consideration the benefits, if any, paid to the employee after termination of 
employment until the death of the employee and any applicable contingent annuitant.  In 
many cases actuarial calculations reflect several decades of service with the employer and 
the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest 
actuarial valuation, prepared as of June 30, 2016, are presented below: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
COLA  or Ad Hoc COLA 3.00 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)

 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality 
Table with fully generational projection and a five year age set-back for both males and 
females.  Mortality among service retired members and beneficiaries were based upon the 
RP-2014 Blue Collar Mortality Table with fully generational projection with Scale BB, 120 
percent of male rates and 110 percent of female rates.  Mortality among disabled members 
were based upon the RP-2000 Disabled Mortality Table, 90 percent for male rates and 100 
percent for female rates, set back five years is used for the period after disability retirement.  
 
The actuarial assumptions used in the June 30, 2016 valuation were based on the results of 
an actuarial experience study for the period ending July 1, 2010 to June 30, 2015.  The 
assumed rate of inflation, payroll growth assumption and assumed real wage growth were 
reduced in the June 30, 2016 actuarial valuation.  The rates of withdrawal, retirement and 
disability updated to reflect recent experience and mortality rates were also updated. 

 
The long-term return expectation for the Pension Plan Investments has been determined 
using a building-block approach and assumes a time horizon, as defined in SERS’ Statement 
of Investment Policy.  A forecasted rate of inflation serves as the baseline for the return 
expectation.  Various real return premiums over the baseline inflation rate have been 
established for each asset class.  The long-term expected nominal rate of return has been 
determined by calculating a weighted averaged of the expected real return premiums for each 
asset class, adding the projected inflation rate, and adding the expected return from 
rebalancing uncorrelated asset classes. The target allocation and best estimates of arithmetic 
real rates of return for each major assets class are summarized in the following table: 
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12. DEFINED BENEFIT PENSION PLANS (continued) 
 

E. Actuarial Assumptions – SERS (continued) 
 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 10.00 5.00
Multi-Asset Strategies 15.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return

 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 
percent.  The projection of cash flows used to determine the discount rate assumed the 
contributions from employers and from the members would be computed based on 
contribution requirements as stipulated by State statute.  Projected inflows from investment 
earning were calculated using the long-term assumed investment rate of return (7.50 
percent).  Based on those assumptions, the plan’s fiduciary net position was projected to be 
available to make all future benefit payments of current plan members.  Therefore, the long-
term expected rate of return on pension plan investments was applied to all periods of 
projected benefits to determine the total pension liability.   
 
Sensitivity of the School’s Proportionate Share of the Net Pension Liability to Changes 
in the Discount Rate Net pension liability is sensitive to changes in the discount rate, and to 
illustrate the potential impact the following table presents the net pension liability calculated 
using the discount rate of 7.50 percent, as well as what each plan’s net pension liability would 
be if it were calculated using a discount rate that is one percentage point lower (6.50 
percent), or one percentage point higher (8.50 percent) than the current rate.    

 

1% Decrease
(6.50%)

Current 
Discount Rate

(7.50%)
1% Increase 

(8.50%)
School's Proportionate Share
  of the Net Pension Liability 1,818,998$   1,373,930$         1,001,390$   

  
F. Actuarial Assumptions – STRS 

 
The total pension liability in the June 30, 2016, actuarial valuation was determined using the 
following actuarial assumptions, applied to all periods included in the measurement:  

Inflation 2.75 percent
Projected salary increases 2.75 percent at age 70 to 12.25 percent at age 20
Investment Rate of Return 7.75 percent, net of investment expenses
Cost-of-Living Adjustments 2 percent simple applied as follows:  for members retiring before
  (COLA) August 1, 2013, 2 percent per year; for members retiring August 1, 2013,

 or later, 2 percent COLA paid on fifth anniversary of retirement date.
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12. DEFINED BENEFIT PENSION PLANS (continued) 
 

F. Actuarial Assumptions – STRS (continued) 
 
Mortality rates were based on the RP-2000 Combined Mortality Table (Projection 2022—
Scale AA) for Males and Females.  Males’ ages are set-back two years through age 89 and 
no set-back for age 90 and above.  Females younger than age 80 are set back four years, 
one year set back from age 80 through 89 and not set back from age 90 and above.   
 
Actuarial assumptions used in the June 30, 2016, valuation are based on the results of an 
actuarial experience study, effective July 1, 2012. 
 
STRS’ investment consultant develops an estimate range for the investment return 
assumption based on the target allocation adopted by the Retirement Board. The target 
allocation and long-term expected rate of return for each major asset class are summarized 
as follows: 

 
Target

Asset Class Allocation

Domestic Equity 31.00 % 8.00 %
International Equity 26.00 7.85
Alternatives 14.00 8.00
Fixed Income 18.00 3.75
Real Estate 10.00 6.75
Liquidity Reserves 1.00 3.00

Total 100.00 % 7.61 %

Long-Term Expected
Real Rate of Return*

 
*10-year annualized geometric nominal returns, which include the real rate of return and 
inflation of 2.50 percent and does not include investment expenses. The total fund long-term 
expected return reflects diversification among the asset classes and therefore is not a 
weighted average return of the individual asset classes.  
 
Discount Rate The discount rate used to measure the total pension liability was 7.75 percent 
as of June 30, 2016. The projection of cash flows used to determine the discount rate 
assumes member and employer contributions will be made at the statutory contribution rates 
in accordance with rate increases described above. For this purpose, only employer 
contributions that are intended to fund benefits of current plan members and their 
beneficiaries are included.  Projected employer contributions that are intended to fund the 
service costs of future plan members and their beneficiaries, as well as projected 
contributions from future plan members, are not included.  Based on those assumptions, 
STRS’ fiduciary net position was projected to be available to make all projected future benefit 
payments to current plan members as of June 30, 2016.  Therefore, the long-term expected 
rate of return on pension plan investments of 7.75 percent was applied to all periods of 
projected benefit payment to determine the total pension liability as of June 30, 2016. 
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12. DEFINED BENEFIT PENSION PLANS (continued) 
 

F. Actuarial Assumptions – STRS (continued) 
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes 
in the Discount Rate The following table presents the School's proportionate share of the 
net pension liability as of June 30, 2016, calculated using the current period discount rate 
assumption of 7.75 percent, as well as what the School's proportionate share of the net 
pension liability would be if it were calculated using a discount rate that is one-percentage-
point lower (6.75 percent) or one-percentage-point higher (8.75 percent) than the current rate:  

 

1% Decrease
(6.75%)

Current 
Discount 

Rate
(7.75%)

1% Increase 
(8.75%)

School's Proportionate Share
  of the Net Pension Liability 13,023,277$  9,799,904$  7,080,800$  

 
 

Changes Between Measurement Date and Report Date In March 2017, the STRS Board 
adopted certain assumption changes which will impact their annual actuarial valuation 
prepared as of June 30, 2017.  The most significant change is a reduction in the discount rate 
from 7.75 percent to 7.45 percent.  In April 2017, the STRS Board voted to suspend cost of 
living adjustments granted on or after July 1, 2017.  Although the exact amount of these 
changes is not known, the overall decrease to School’s net pension liability is expected to be 
significant.  

 
13. POSTEMPLOYMENT BENEFITS 
 
 A. School Employee Retirement System (SERS) 

 
Health Care Plan Description – On behalf of the School, WHDL contributes to the SERS 
Health Care Fund, administered by SERS for non-certificated retirees and their beneficiaries. 
 For GASB 45 purposes, this plan is considered a cost-sharing, multiple-employer, defined 
benefit other postemployment benefit (OPEB) plan.  The Health Care Plan includes 
hospitalization and physicians’ fees through several types of plans including HMO’s, PPO’s, 
Medicare Advantage, and traditional indemnity plans as well as a prescription drug program.  
The financial report of the Plan is included in the SERS Comprehensive Annual Financial 
Report which can be obtained on SERS’ website at www.ohsers.org under Employers/Audit 
Resources.   
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 
3309 of the Ohio Revised Code.  The Health Care Fund was established and is administered 
in accordance with Internal Revenue Code Section 105(e).  SERS’ Retirement Board 
reserves the right to change or discontinue any health plan or program.  Health care is 
financed through a combination of employer contributions and retiree premiums, copays and 
deductibles on covered health care expenses, investment returns, and any funds received as 
a result of SERS’ participation in Medicare programs.  Active employee members do not 
contribute to the Health Care Plan.  Retirees and their beneficiaries are required to pay health 
care premium that varies depending on the plan selected, the number of qualified years of 
service, Medicare eligibility and retirement status.    
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13. POSTEMPLOYMENT BENEFITS (continued) 
 
 A. School Employee Retirement System (SERS) (continued) 

 
Funding Policy – State statute permits SERS to fund the health care benefits through 
employer contributions.  Each year, after the allocation for statutorily required basic benefits, 
the Retirement Board allocates the remainder of the employer contribution of 14 percent of 
covered payroll to the Health Care Fund.  For fiscal year 2017, SERS did not allocate any 
employer contributions to the Health Care Fund.  In addition, employers pay a surcharge for 
employees earning less than an actuarially determined minimum compensation amount, pro-
rated according to service credit earned.  For fiscal year 2017, this amount was $23,500.  
Statutes provide that no employer shall pay a health care surcharge greater than 2 percent of 
the employer’s SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 
percent of the total statewide SERS-covered payroll for the health care surcharge.  For fiscal 
year 2017, the School’s surcharge obligation was $1,933. 
 
For fiscal years 2016 and 2017, SERS did not allocate employer contributions to the Health 
Care fund.  The School’s contributions for health care for the fiscal year ended June 30, 
2015, was $3,973.  The full amount has been contributed for fiscal year 2015. 
 

 B. State Teachers Retirement System (STRS) 
 

Plan Description – The School and WHDL, on behalf of the School, contribute to the cost 
sharing multiple employer defined benefit Health Plan administered by the State Teachers 
Retirement System of Ohio (STRS Ohio) for eligible retirees who participated in the defined 
benefit or combined pension plans offered by STRS Ohio.  Benefits include hospitalization, 
physicians’ fees, prescription drugs and reimbursement of monthly Medicare Part B 
premiums.  The Plan is included in the report of STRS Ohio which may be obtained by 
visiting www.strsoh.org or by calling (888) 227-7877. 

 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS Ohio to offer the Plan 
and gives the Retirement Board authority over how much, if any, of the health care costs will 
be absorbed by STRS.  Active employee members do not contribute to the Health Care Plan. 
 All benefit recipients, for the most recent year, pay a monthly premium.  Under Ohio law, 
funding for post-employment health care may be deducted from employer contributions.  For 
fiscal years 2017, 2016 and 2015, STRS did not allocate any employer contributions to post-
employment health care; therefore, the School did not contribute to health care in the last 
three fiscal years. 

 
14. CONTINGENCIES 

 
A. Grants 

 
Amounts received from grantor agencies are subject to audit and adjustment by the grantor. 
Any disallowed costs may require refunding to the grantor.  Amounts, which may be 
disallowed, if any, are not presently determinable.  However, in the opinion of the School, any 
such disallowed claims will not have a material adverse effect on the financial position of the 
School. 
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14. CONTINGENCIES (continued) 
 
B.  Enrollment FTE 

 
School foundation funding is based on the annualized full-time equivalent (FTE) enrollment of 
each student.  However, there is an important nexus between attendance and enrollment for 
Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of 
Education (ODE) is legislatively required to adjust/reconcile funding as enrollment information 
is updated by schools throughout the State, which can extend past the fiscal year end. 
 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent 
to the fiscal year end that may result in an additional adjustment to the enrollment information 
as well as claw backs of Foundation funding due to a lack of evidence to support student 
participation and other matters of noncompliance. ODE performed such a review on the 
School for fiscal year 2017. 
 
As of the date of this report, all ODE adjustments through fiscal year 2017 have been 
completed. 
 
In addition, the School’s contracts with their Sponsor and Management Company require 
payment based on revenues received from the State. As discussed above, all ODE 
adjustments through fiscal year 2017 have been completed. A reconciliation between 
payments previously made and the FTE adjustments has taken place with these contracts. 
 

 C. LITIGATION 
 

The School is not party to legal proceedings that, in the opinion of management, would have 
a material adverse effect on the financial statements.  
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2017 2016 2015 2014
School Employees Retirement System (SERS)
School's Proportion of the Net Pension

Liability 0.01877190% 0.01899960% 0.01667300% 0.01667300%
School's Proportionate Share of the Net

Pension Liability 1,373,930$     1,084,136$     843,811$       991,490$       

School's Covered-Employee Payroll 590,886$       567,033$       234,394$       358,938$       
School's Proportionate Share of the Net

Pension Liability as a Percentage
of its Covered-Employee Payroll 232.52% 191.19% 360.00% 276.23%

Plan Fiduciary Net Position as a
Percentage of the Total Pension
Liability 62.98% 69.16% 71.70% 0.6552

(1) Information prior to 2014 is not available.

Notes:
School Employees Retirement System (SERS)

Changes of Benefit Terms: None. 

The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal 
year end.

Changes of Assumptions: Amounts reported in 2017 reflect an adjustment of the rates of withdrawal, retirement and 
disability to more closely reflect actual experience and the expectation of retired life mortality was based on RP-
2014 Blue Collar Mortality Tables and RP-2000 Disabled Mortality Table. The following reductions were also made to 
the actuarial assumptions:

· Discount rate from 7.75% to 7.50%
· Assumed rate of inflation from 3.25% to 3.00%
· Payroll growth assumption from 4.00% to 3.50%
· Assumed real wage growth from 0.75% to 0.50%
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2017 2016 2015 2014
State Teachers Retirement System (STRS)
School's Proportion of the Net Pension

Liability 0.02927703% 0.02436663% 0.02311692% 0.02311692%
School's Proportionate Share of the Net

Pension Liability 9,799,904$   6,734,224$   5,622,835$   6,697,884$   

School's Covered-Employee Payroll 2,805,643$   1,928,471$   1,371,985$   3,061,385$   
School's Proportionate Share of the Net

Pension Liability as a Percentage
of its Covered-Employee Payroll 349.29% 349.20% 409.83% 218.79%

Plan Fiduciary Net Position as a
Percentage of the Total Pension
Liability 66.80% 72.10% 74.70% 69.30%

(1) Information prior to 2014 is not available.

Amounts presented as of the School's measurement date
which is the prior fiscal year end.
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2017 2016 2015 2014
School Employees Retirement System (SERS)
Contractually Required Contribution 97,431$    82,724$    74,735$    32,487$    

Contributions in Relation to the
Contractually Required Contribution (97,431)   (82,724)  (74,735)     (32,487)   

Contribution Deficiency (Excess) -$  -$  -$  -$    

School Covered-Employee Payroll 695,936$   590,886$   567,033$   234,394$   

Contributions as a Percentage of
Covered-Employee Payroll 14.00% 14.00% 13.18% 13.86%
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2013 2012 2011 2010 2009 2008

49,677$   53,812$   40,846$   46,410$   59,324$    64,565$    

(49,677)  (53,812)  (40,846)  (46,410)  (59,324)   (64,565)    

-$ -$ -$ -$ -$ -$    

358,938$     400,089$  324,948$  342,762$  602,886$    657,485$     

13.84% 13.45% 12.57% 13.54% 9.84% 9.82%
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2017 2016 2015 2014
State Teachers Retirement System (STRS)
Contractually Required Contribution 315,824$      392,790$      269,986$      178,358$      

Contributions in Relation to the
Contractually Required Contribution (315,824)    (392,790)    (269,986)     (178,358)    

Contribution Deficiency (Excess) -$  -$  -$  -$     

School Covered-Employee Payroll 2,255,886$   2,805,643$   1,928,471$   1,371,985$   

Contributions as a Percentage of
Covered-Employee Payroll 14.00% 14.00% 14.00% 13.00%
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2013 2012 2011 2010 2009 2008

397,980$      284,617$   313,010$   348,853$  403,690$   380,583$      

(397,980)  (284,617)  (313,010)  (348,853)  (403,690)  (380,583)    

-$  -$ -$ -$  -$ -$    

3,061,385$   2,189,362$   2,407,769$   2,683,485$   3,105,308$   2,927,562$   

13.00% 13.00% 13.00% 13.00% 13.00% 13.00%
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January 19, 2018 
 
To the Board of Directors  
Alternative Education Academy 
Lucas County, Ohio 
1830 Adams Street 
Toledo, Ohio 43624 
 

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 
and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the Alternative 
Education Academy, Lucas County, Ohio (the “School”) as of and for the year ended June 30, 2017, and 
the related notes to the financial statements, which collectively comprise the School’s basic financial 
statements, and have issued our report thereon dated January 19, 2018. 
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School's internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate in 
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the School’s internal control. Accordingly, we 
do not express an opinion on the effectiveness of the School’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with 
governance.  
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified. 
  

Attachment 26: Audited Financial Statements Page 4837



38 
 

Alternative Education Academy 
Independent Auditor’s Report on Internal Control over Financial Reporting and on  

Compliance and Other Matters Based on an Audit of Financial Statements  
Performed in Accordance with Government Auditing Standards 

Page 2 of 2 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 
results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 

 
 

 
Medina, Ohio 
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January 19, 2018 
 
To the Board of Directors 
Alternative Education Academy 
Lucas County, Ohio 
1830 Adams Street 
Toledo, Ohio 43624 
 

Independent Auditor’s Report on Compliance for Each Major Federal Program and  
Report on Internal Control over Compliance Required by the Uniform Guidance 

 
Report on Compliance for Each Major Federal Program 
 
We have audited the Alternative Education Academy’s, Lucas County, Ohio (the “School”) compliance 
with the types of compliance requirements described in the OMB Compliance Supplement that could have 
a direct and material effect on each of the School’s major federal programs for the year ended June 30, 
2017. The School’s major federal programs are identified in the summary of auditor’s results section of 
the accompanying Schedule of Findings and Questioned Costs. 
 
Management’s Responsibility 
 
Management is responsible for compliance with federal statues, regulations, and the terms and conditions 
of its federal awards applicable to its federal programs. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on compliance for each of the School’s major federal programs 
based on our audit of the types of compliance requirements referred to above. We conducted our audit of 
compliance in accordance with auditing standards generally accepted in the United States of America; the 
standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States; the audit requirements of Title 2 U.S. Code of Federal 
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements 
for Federal Awards (Uniform Guidance). Those standards and Uniform Guidance require that we plan 
and perform the audit to obtain reasonable assurance about whether noncompliance with the types of 
compliance requirements referred to above that could have a direct and material effect on a major federal 
program occurred. An audit includes examining, on a test basis, evidence about the School’s compliance 
with those requirements and performing such other procedures as we considered necessary in the 
circumstances. 
 
We believe that our audit provides a reasonable basis for our opinion on compliance for each major 
federal program. However, our audit does not provide a legal determination of the School’s compliance. 
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Alternative Education Academy 
Independent Auditor’s Report on Compliance for Each Major Federal Program and 

Report on Internal Control over Compliance Required by the Uniform Guidance 
Page 2 of 2 
 
Opinion on Each Major Federal Program 
 
In our opinion, the School complied, in all material respects, with the types of compliance requirements 
referred to above that could have a direct and material effect on each of its major federal programs for the 
year ended June 30, 2017. 
 
Report on Internal Control over Compliance 
 
Management of the School is responsible for establishing and maintaining effective internal control over 
compliance with the types of compliance requirements referred to above. In planning and performing our 
audit of compliance, we considered the School’s internal control over compliance with the types of 
requirements that could have a direct and material effect on each major federal program to determine the 
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on 
compliance for each major federal program and to test and report on internal control over compliance in 
accordance with Uniform Guidance, but not for the purpose of expressing an opinion on the effectiveness 
of internal control over compliance. Accordingly, we do not express an opinion on the effectiveness of the 
School’s internal control over compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a 
federal program on a timely basis. A material weakness in internal control over compliance is a 
deficiency, or combination of deficiencies, in internal control over compliance, such that there is a 
reasonable possibility that material noncompliance with a type of compliance requirement of a federal 
program will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in 
internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over 
compliance with a type of compliance requirement of a federal program that is less severe than a material 
weakness in internal control over compliance, yet important enough to merit attention by those charged 
with governance. 
 
Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over 
compliance that might be material weaknesses or significant deficiencies. We did not identify any 
deficiencies in internal control over compliance that we consider to be material weaknesses. However, 
material weaknesses may exist that have not been identified. 
 
The purpose of this report on internal control over compliance is solely to describe the scope of our 
testing of internal control over compliance and the results of that testing based on the requirements of the 
Uniform Guidance. Accordingly, this report is not suitable for any other purpose. 

 
Medina, Ohio 
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Total Provided
CFDA # Grant Year to Subrecipients Disbursements

U. S. Department of Education

Passed Through Ohio Department of Education:

Title I 84.010 2017 0$                   609,362$           

Special Education Cluster:
IDEA Part B 84.027 2017 0 357,992             

Total Special Education Cluster 0 357,992             

Improving Teacher Quality 84.367 2017 0 120,110             

Total U.S. Department of Education 0                     1,087,464          

TOTAL FEDERAL FINANCIAL ASSISTANCE 0$                   1,087,464$        

41

ALTERNATIVE EDUCATION ACADEMY
LUCAS COUNTY, OHIO

Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2017

Federal Grantor/ Pass-Through Grantor/ Program Title
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Note A – Basis of Presentation 
The accompanying schedule of expenditures of federal awards (the “Schedule”) includes the 
federal award activity of the Alternative Education Academy (School) under programs of the 
federal government for the year ended June 30, 2017. The information in this Schedule is 
presented in accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 
200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for 
Federal Awards (Uniform Guidance). Because the Schedule presents only a selected portion of 
the operations of the School, it is not intended to and does not present the financial position, 
changes in net position, or cash flows of the School. 
 
Note B – Summary of Significant Accounting Policies 
Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such 
expenditures are recognized following the cost principles contained in the Uniform Guidance, 
wherein certain types of expenditures are not allowable or are limited as to reimbursement. The 
School has elected not to use the 10-percent de minimis indirect cost rate allowed under the 
Uniform Guidance. 
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1.  SUMMARY OF AUDITOR'S RESULTS 
 

(d) (1) (i) 
 

Type of Financial Statement 
Opinion 

Unmodified 
 

(d) (1) (ii) 
 

Were there any material control 
weakness conditions reported at the 
financial statement level (GAGAS)? 

 
No 
 

(d) (1) (ii) 
 

Were there any other significant 
deficiency conditions reported at the 
financial statement level (GAGAS)? 

 
No 
 

(d) (1) (iii) 
 

Were there any reported material non-
compliance at the financial statement 
level (GAGAS)? 

 
No 
 

(d) (1) (iv) 
 

Were there any material internal control 
weakness conditions reported for major 
federal programs? 

 
No 
 

(d) (1) (iv) 
 

Were there any other significant 
deficiencies reported for major federal 
programs? 

 
No 
 

(d) (1) (v) 
 

Type of Major Programs’ Compliance 
Opinion 

 
Unmodified 

(d) (1) (vi) 
 

Are there any reportable findings under 
2 CFR 200.516(a)? 

 
No 

(d) (1) (vii) 
 

Major Programs (list): 
Title I 

CFDA 
 #84.010 

(d) (1) (viii) Dollar Threshold: Type A/B Programs Type A: > $750,000 
Type B:  all others 

(d) (1) (ix) Low Risk Auditee under 2 CFR 
200.520? 

Yes 

 
 

2.   FINDINGS RELATED TO THE FINANCIAL STATEMENTS 
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS 

  
None were noted 
 
 

3.   FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS 

 
None were noted.    
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         Efficient         Effective         Transparent 

 

 
 
Board of Directors 
Riverside Community School, Inc.  
3280 River Road 
Cincinnati, Ohio 45204 
 
 
We have reviewed the Independent Auditor’s Report of the Riverside Community School, Inc., 
Hamilton County, prepared by Rea & Associates, Inc., for the audit period July 1, 2018 through 
June 30, 2019.  Based upon this review, we have accepted these reports in lieu of the audit 
required by Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying 
financial statements and, accordingly, we are unable to express, and do not express an opinion on 
them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Riverside Community School, Inc.  is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
January 17, 2020  
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December 15, 2019 
 
To the Board of Directors  
Riverside Community School, Inc. 
Hamilton County, Ohio 
3280 River Road 
Cincinnati, Ohio 45204 
 

Independent Auditor's Report 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Riverside Community School, Inc., 
Hamilton County, Ohio, (the “School”) as of and for the year ended June 30, 2019, and the related notes 
to the financial statements, which collectively comprise the School’s basic financial statements as listed in 
the table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the School’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the School’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating 
the appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
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Riverside Community School, Inc. 
Independent Auditor’s Report 
Page 2 of 2 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the School, as of June 30, 2019, and the changes in its financial position and its cash 
flows for the year then ended in accordance with accounting principles generally accepted in the United 
States of America. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the School’s Proportionate Share of the Net Pension Liability, 
Schedule of the School’s Contributions-Pension, Schedule of the School’s Proportionate Share of the Net 
OPEB Liability/(Asset), and Schedule of the School’s Contributions-OPEB as listed in the table of 
contents be presented to supplement the basic financial statements. Such information, although not a part 
of the basic financial statements, is required by the Governmental Accounting Standards Board who 
considers it to be an essential part of financial reporting for placing the basic financial statements in an 
appropriate operational, economic, or historical context. We have applied certain limited procedures to 
the required supplementary information in accordance with auditing standards generally accepted in the 
United States of America, which consisted of inquiries of management about the methods of preparing the 
information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic 
financial statements. We do not express an opinion or provide any assurance on the information because 
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance. 
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated December 15, 
2019 on our consideration of the School’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the School’s internal control over financial reporting or on compliance. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards in considering the 
School’s internal control over financial reporting and compliance. 

 
               Medina, Ohio 
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The discussion and analysis of the Riverside Community School, Inc. (the School) financial performance 
provides an overall review of the School’s financial activities for the fiscal year ended June 30, 2019.  
The intent of this discussion and analysis is to look at the School’s financial performance as a whole; 
readers should also review the financial statements and the notes to the financial statements to enhance 
their understanding of the School’s financial performance.  
 
The Management’s Discussion and Analysis (MD&A) is an element of the reporting model adopted by 
the Governmental Accounting Standard Board (GASB) in their Statement No. 34 Basic Financial 
Statements – and Management’s Discussion and Analysis – for State and Local Governments issued June 
1999.  Certain comparative information between the current year and the prior year is required to be 
presented in the MD&A.   
 
Financial Highlights 
 

• In total, Net Position increased $478,078, which represents a 20 percent increase from 2018. 
 
• Total assets increased $46,862 during 2019. 
 
• Total liabilities decreased $468,335 during 2019. 

 
The net pension liability (NPL) is the largest single liability reported by the School at June 30, 2019, and 
is reported pursuant to GASB Statement 68, Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27.   In a prior period, the School also adopted GASB Statement 75, 
Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions.  For reasons 
discussed below, many end users of this financial statement will gain a clearer understanding of the 
School’s actual financial condition by adding deferred inflows related to pension and OPEB, the net 
pension liability and the net OPEB liability to the reported net position and subtracting deferred outflows 
related to pension and OPEB and the net OPEB asset. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension/OPEB liability.  GASB 68 and GASB 75 take an 
earnings approach to pension and OPEB accounting; however, the nature of Ohio’s statewide 
pension/OPEB plans and state law governing those systems requires additional explanation in order to 
properly understand the information presented in these statements. 

 
GASB 68 and GASB 75 require the net pension liability and the net OPEB asset/liability to equal the 
School’s proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service.  

2 Minus plan assets available to pay these benefits. 
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GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, 
benefits, and the promise of a future pension and other postemployment benefits.  GASB noted that the 
unfunded portion of this promise is a present obligation of the government, part of a bargained-for benefit 
to the employee, and should accordingly be reported by the government as a liability since they received 
the benefit of the exchange.  However, the School is not responsible for certain key factors affecting the 
balance of these assets/liabilities.  In Ohio, the employee shares the obligation of funding pension benefits 
with the employer.  Both employer and employee contribution rates are capped by State statute.  A 
change in these caps requires action of both Houses of the General Assembly and approval of the 
Governor.  Benefit provisions are also determined by State statute.  The Ohio revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients.  The retirement 
systems may allocate a portion of the employer contributions to provide for these OPEB benefits. 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a 
specific, legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension/OPEB plan as against the public employer.  State law 
operates to mitigate/lessen the moral obligation of the public employer to the employee, because all 
parties enter the employment exchange with notice as to the law.  For STRS, the plan’s fiduciary net 
OPEB position was sufficient to cover the plan’s total OPEB liability resulting in a net OPEB asset for 
fiscal year 2019 that is allocated to each school based on its proportionate share. The retirement system is 
responsible for the administration of the pension and OPEB plans.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability reported by the retirement boards. As 
explained above, changes in benefits, contribution rates, and return on investments affect the balance of 
these liabilities, but are outside the control of the local government.  In the event that contributions, 
investment returns, and other changes are insufficient to keep up with required payments, State statute 
does not assign/identify the responsible party for the unfunded portion.  Due to the unique nature of how 
the net pension liability and the net OPEB liability are satisfied, these liabilities are separately identified 
within the long-term liability section of the statement of net position. 
 
In accordance with GASB 68 and GASB 75, the School’s statements include an annual pension expense 
and an annual OPEB expense for their proportionate share of each plan’s change in net pension liability 
and net OPEB asset/liability, respectively, not accounted for as deferred inflows/outflows.  
 
Using this Financial Report 
 
This report consists of three parts, the required supplemental information, the financial statements, and 
notes to the financial statements.  The financial statements include a Statement of Net Position, a 
Statement of Revenues, Expenses and Changes in Net Position, and a Statement of Cash Flows.  
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Statement of Net Position 
 

The Statement of Net Position answers the question of how the School performed financially during 
2019.  This statement includes all assets, deferred outflows of resources, liabilities, deferred inflows of 
resources, and Net Position, both financial and capital and current and long-term using the accrual basis 
of accounting, which is the accounting used by most private-sector companies.  This basis of accounting 
takes into account all revenues and expenses during the year, regardless of when the cash is received or 
expended.  Table 1 provides a summary of the School’s Net Position for fiscal year 2019 and fiscal year 
2018. 

2019 2018 Change
Assets
Current Assets 187,457$       228,030$       (40,573)$        
Net OPEB Asset 88,552 0 88,552
Capital Assets, Net 7,602 8,719 (1,117)
Total Assets 283,611 236,749 46,862

Deferred Outflows 404,709 542,360 (137,651)

Liabilities
Current Liabilities 56,688 47,793 8,895
Long Term Liabilities 1,587,366 2,064,596 (477,230)
Total Liabilities 1,644,054 2,112,389 (468,335)

Deferred Inflows 1,016,962 1,117,494 (100,532)

Net Position
Investment in Capital Assets 7,602 8,719 (1,117)
Unrestricted (1,980,298) (2,459,493) 479,195
Total Net Position (1,972,696)$   (2,450,774)$   478,078$       

(Table 1)
Statement of Net Position

 
Current assets decrease is primarily caused by a decrease in cash partially offset by increases in grant 
funding receivable and continuing fees receivable.  
 
There was a significant change in net pension/OPEB liability/asset for the School.  These fluctuations are 
due to changes in the actuarial liabilities/assets and related accruals that are passed through to the 
School’s financial statements  All components of pension and OPEB accruals contribute to the 
fluctuations in deferred outflows/inflows and NPL/NOL/NOA and are described in more detail in their 
respective notes. 
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Statement of Revenues, Expenses, and Changes in Net Position 
 
Table 2 shows the changes in Net Position for fiscal year 2019 and fiscal year 2018, as well as a listing of 
revenues and expenses.  
 

2019 2018 Change

Operating Revenue 1,699,522$     2,048,267$     (348,745)$      
Non-Operating Revenue 542,786 524,574 18,212
Total Revenue 2,242,308 2,572,841 (330,533)

Operating Expenses 1,764,230 1,576,255 187,975

Change In Net Position 478,078$       996,586$       (518,508)$      

(Table 2)
Change in Net Position

 
The School’s operating revenues in 2019 were based on the School’s full-time equivalent (FTE). 
Operating revenues decreased as a result of a decrease in student enrollment. The School’s most 
significant expense, “Purchased Services: Management Fees” also decreased and as a result, less was paid 
to HA Riverside, LLC based on the management agreement.  The agreement provides that specific 
percentages of the revenues received by the School will be paid to HA Riverside, LLC to fund operations.  
The overall increase in operating expenses is explained below. 
 
The changes in pension and OPEB benefits are primarily associated to changes in the School’s 
proportionate share of the net pension liability, net OPEB liability/asset and related accruals. As 
previously indicated, these items are explained in detail within their respective notes. The negative 
expense reported by Pension & OPEB was also caused by these accruals. 
 
Capital Assets  
 
At the end of fiscal year 2019 the School had $7,602 invested in leasehold improvements and equipment, 
which represented a decrease from 2018 balance of $8,719 due to current year depreciation.  

 
For more information on capital assets, see note 7 in the notes to the financial statements. 
 
Current Financial Issues 
 
The Riverside Community School, Inc. received revenue for 209 students in 2019. State law governing 
community schools allows for the School to have open enrollment across traditional school district 
boundaries.   
 
The School receives its support almost entirely from state aid.  Per pupil revenue for the School in fiscal 
year 2019 averaged $8,132.  The School receives additional revenues from grant subsidies. 
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Although there is a continuing possibility that state aid will be cut in future years due to the economic 
climate, the School feels that the relationship with the management company will insulate them from any 
significant change.  The relationship brings stability to the School since specific percentages of revenues 
are payable to the management company (see notes to the financial statements, note 8). 
 
Contacting the School’s Financial Management 
 
This financial report is designed to provide our readers with a general overview of the School’s finances 
and to show the School’s accountability for the money it receives. If you have questions about this report 
or need additional information, contact the Fiscal Officer at 3320 West Market Street, Suite 300, 
Fairlawn, Ohio 44333. 
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ASSETS

Current Assets
Cash & Cash Equivalents 122,178$                    
Continuing Fees Receivable 15,129
Prepaid Insurance 1,404
Grant Funding Receivable 48,746
Total Current Assets 187,457

Noncurrent Assets
Capital Assets, Net 7,602
Net OPEB Asset 88,552
Total Noncurrent Assets 96,154

Total Assets 283,611

DEFERRED OUTFLOWS OF RESOURCES
Pension 381,610
OPEB 23,099
Total Deferred Outflows of Resources 404,709

LIABILITIES

Current Liabilities
Accounts Payable 56,688
Total Current Liabilities 56,688

Long Term Liabilities
Net Pension Liability 1,467,642
Net OPEB Liability 119,724
Total Long Term Liabilities 1,587,366

Total Liabilities 1,644,054

DEFERRED INFLOWS OF RESOURCES
Pension 798,955
OPEB 218,007
Total Deferred Inflows of Resources 1,016,962

NET POSITION
Investment In Capital Assets 7,602
Unrestricted Net Position (1,980,298)
Total Net Position (1,972,696)$                

Riverside Community School, Inc.

Statement of Net Position
June 30, 2019

Hamilton County, Ohio

8
See accompanying notes to the basic financial statements.
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OPERATING REVENUES

State Basic Aid 1,646,130$                 
Facilities Aid 40,714
Casino 12,678

Total Operating Revenues 1,699,522

OPERATING EXPENSES

Purchased Services: Management Fees 1,607,915
Purchased Services: Grant Programs 522,784
Pension & OPEB (528,663)
Sponsorship Fees 49,363
Other Expenses 111,714
Depreciation 1,117

Total Operating Expenses 1,764,230

Operating Income (Loss) (64,708)

NON-OPERATING REVENUE

Federal and State Grants 522,784
Miscellaneous 19,020
Interest 982

Total Non-Operating Revenue 542,786

Change In Net Position 478,078

Net Position Beginning of Year (2,450,774)

Net Position End of Year (1,972,696)$                

Riverside Community School, Inc.

Statement of Revenues, Expenses, and Changes in Net Position
For the Fiscal Year Ended June 30, 2019

Hamilton County, Ohio

See accompanying notes to the basic financial statements.
9
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INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH FLOWS FROM OPERATING ACTIVITIES

Cash Received From State Aid 1,684,393$                 
Cash Payments To Management Company (2,121,803)
Cash Payments to Sponsor (49,363)
Other Cash Payments (111,664)

                                     
Net Cash Used For Operating Activities (598,437)

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Cash Received From Grant Programs 513,229
Cash Received From Miscellaneous Revenue 19,020

Net Cash Received From Noncapital Financing Activities 532,249

CASH FLOWS FROM INVESTING ACTIVITIES

Cash Received From Interest 982

Net Decrease in Cash and Cash Equivalents (65,206)

Cash and Cash Equivalents at Beginning of Year 187,384
                                    

Cash and Cash Equivalents at End of Year 122,178$                    
                                    

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH
USED FOR OPERATING ACTIVITIES

Operating Income (Loss) (64,708)$                     

ADJUSTMENTS TO RECONCILE OPERATING INCOME (LOSS) TO NET
CASH USED FOR OPERATING ACTIVITIES

Depreciation 1,117

Changes in Assets, Liabilities, and Deferred Outflows/Inflows:
Continuing Fees Receivable (15,129)
Prepaids 51
Deferred Outflows of Resources 137,651
Deferred Inflows of Resources (100,532)
Net OPEB Asset (88,552)
Net Pension/OPEB Liability (477,230)
Accounts Payable 8,895

                                     
Total Adjustments (533,729)

                                    
Net Cash Used For Operating Activities (598,437)$                   

For the Fiscal Year Ended June 30, 2019

Riverside Community School, Inc.
Hamilton County, Ohio
Statement of Cash Flows

10
See accompanying notes to the basic financial statements.
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NOTE 1 - DESCRIPTION OF THE SCHOOL AND REPORTING ENTITY 
 

Riverside Community School, Inc. (dba “Riverside Academy”) (the School) is a federal 501(c)(3) tax-exempt, 
state nonprofit corporation established pursuant to Ohio Rev. Code Chapters 3314 and 1702 to maintain and 
provide a school exclusively for any educational, literary, scientific and related teaching service. The School, 
which is part of the State’s education program, is independent of any school district.  The School may sue and 
be sued, acquire facilities as needed, and contract for any services necessary for the operation of the School.  

 
The School contracts with HA Riverside, LLC for most of its functions (see Note 8). HA Riverside, LLC is 
under ownership of ACCEL Schools Ohio, LLC. 

 
The School signed a contract with Ohio Council of Community Schools (OCCS) (Sponsor) to operate through 
June 30, 2023.  The School operates under a self-appointing Board of Directors (the Board).  The School’s 
Code of Regulations specify that vacancies that arise on the Board will be filled by the appointment of a 
successor director by a majority vote of the then existing directors. The Board is responsible for carrying out 
the provisions of the contract with the Sponsor, which include, but are not limited to, state-mandated 
provisions regarding student population, curriculum, academic goals, performance standards, admission 
standards, and qualifications of teachers. The School has one instructional/support facility, which is leased by 
HA Riverside, LLC. The facility is staffed with teaching personnel employed by HA Riverside, LLC, who 
provide services to 209 students. 

 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The financial statements of the School have been prepared in conformity with generally accepted accounting 
principles as applied to governmental nonprofit organizations. The Governmental Accounting Standards Board 
(GASB) is the accepted standard-setting body for establishing governmental accounting and financial reporting 
principles. The more significant of the School’s accounting policies are described on the following pages. 
 
Basis Of Presentation 

 
The School’s financial statements consist of a Statement of Net Position, a Statement of Revenues, Expenses 
and Changes in Net Position, and a Statement of Cash Flows. Enterprise fund reporting focuses on the 
determination of the change in Net Position, financial position and cash flows. 

 
Auditor of State of Ohio Bulletin No. 2000-005 requires the presentation of all financial activity to be reported 
within one enterprise fund for year-end reporting purposes. Enterprise accounting is used to account for 
operations that are financed and operated in a manner similar to private business enterprises where the intent is 
that the costs (expenses) of providing goods or services to the general public on a continuing basis be financed 
or recovered primarily through user charges. 

 
Measurement Focus and Basis of Accounting 

 
The accounting and financial reporting treatment applied to a fund is determined by its measurement focus.  
Enterprise accounting uses a flow of economic resources measurement focus.  With this measurement focus, all 
assets and deferred outflows of resources as well as all liabilities and deferred inflows of resources are included 
on the Statement of Net Position.  Operating statements present increases (i.e., revenues) and decreases (i.e., 
expenses) in Net Position. The accrual basis of accounting is utilized for reporting purposes.  Revenues are 
recognized when they are earned, and expenses are recognized when they are incurred. 
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Budgetary Process 
 

Community schools are statutorily required to adopt a budget by Ohio Revised Code 3314.032(C).  However, 
unlike traditional public schools located in the State of Ohio, community schools are not required to follow the 
specific budgetary process and limits set forth in the Ohio Revised Code Chapter 5705, unless specifically 
provided in the contract between the School and its Sponsor. The contract between the School and its Sponsor 
does not require the School to follow the provisions Ohio Revised Code Chapter 5705; therefore, no budgetary 
information is presented in the basic financial statements.   
 
Cash and Cash Equivalents 

 
All cash received by the School is maintained in a demand deposit account and STAR Ohio. For purposes of 
the Statement of Cash Flows and for presentation on the Statement of Net Position, investments with an 
original maturity of three months or less at the time they are purchased are considered to be cash equivalents. 

 
During the year 2019, the School invested in STAR Ohio.  STAR Ohio (the State Treasury Asset Reserve of 
Ohio), is an investment pool managed by the State Treasurer’s Office which allows governments within the 
State to pool their funds for investment purposes.  STAR Ohio is not registered with the SEC as an investment 
company, but has adopted Governmental Accounting Standards Board (GASB), Statement No. 79, Certain 
External Investment Pools and Pool Participants.  The School measures their investment in STAR Ohio at the 
net asset value (NAV) per share provided by STAR Ohio. The NAV per share is calculated on an amortized 
cost basis that provides an NAV per share that approximates fair value. 
 
For the fiscal year 2019, there were no limitations or restrictions on any participant withdrawals due to 
redemption notice periods, liquidity fees, or redemption gates.  However, notice must be given 24 hours in 
advance of all deposits and withdrawals exceeding $25 million. STAR Ohio reserves the right to limit the 
transaction to $100 million, requiring the excess amount to be transacted the following business day(s), but 
only to the $100 million limit. All accounts of the participant will be combined for these purposes. 
 
Intergovernmental Revenues 

 
The School currently participates in the State Foundation Program, facilities aid, and casino tax distributions, 
which are reflected under “Operating revenues” on the Statement of Revenues, Expenses, and Changes in Net 
Position.  Revenues received from these programs are recognized as operating revenue in the accounting period 
in which all eligibility requirements have been met. 

 
Non-exchange transactions, in which the School receives value without directly giving equal value in return, 
include grants, entitlements, and contributions. Grants, entitlements, and contributions are recognized as non-
operating revenues in the accounting period in which all eligibility requirements have been met. 
 
Eligibility requirements include timing requirements, which specify the year when the resources are required to 
be used or the fiscal year when use is first permitted; matching requirements, in which the School must provide 
local resources to be used for a specified purpose; and expenditure requirements, in which the resources are 
provided to the School on a reimbursement basis.   
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Capital Assets and Depreciation 
 

For purposes of recording capital assets, the Board has a capitalization threshold of $5,000.  
 

Depreciation is computed by the straight-line method over five years for “Equipment” and twenty-five years for 
“Leasehold Improvements”.  

 
Aside from those mentioned above, the School has no other capital assets, as the School operates under a 
management agreement with HA Riverside, LLC (see Note 8). 

 
Use of Estimates 

 
In preparing the financial statements, management is sometimes required to make estimates and assumptions 
that affect the reported amounts of assets and liabilities, the disclosure of contingent assets, deferred outflows 
of resources, liabilities and deferred inflows of resources at the date of the financial statements, and the 
reported amounts of revenues and expenses during the reporting period.  Actual results could differ from those 
estimates. 

 
Net Position 
 
Net Position represents the difference between assets and deferred outflows of resources, and liabilities and 
deferred inflows of resources.  Net Position consists of capital assets, net of accumulated depreciation, and 
unrestricted. The School applies restricted resources first when an expense is incurred for purposes for which 
both restricted and unrestricted net position is available. 
 
Operating Revenues And Expenses 
 
Operating revenues are those revenues that are generated directly from the School’s primary activities. For the 
School, these revenues are primarily state aid payments. Operating expenses are necessary costs incurred to 
provide the goods and services that are the primary activities of the School. Revenues and expenses not 
meeting this definition are reported as non-operating. 
 
Pensions and Other Postemployment Benefits (OPEB) 
 
For purposes of measuring the net pension/OPEB asset/liability, deferred outflows of resources and deferred 
inflows of resources related to pension/OPEB, and pension/OPEB expense; information about the fiduciary net 
position of the pension/OPEB plans and additions to/deductions from their fiduciary net positon have been 
determined on the same basis as they are reported by the pension/OPEB plan.  For this purpose, benefit 
payments (including refunds of employee contributions) are recognized when due and payable in accordance 
with the benefit terms.  The pension/OPEB plans report investments at fair value. 
 
Deferred Outflows/Inflows of Resources  
 
In addition to assets, the statements of financial position will sometimes report a separate section for deferred 
outflows of resources. Deferred outflows of resources represent a consumption of net position that applies to a 
future period and will not be recognized as an outflow of resources (expense/expenditure) until then. For the 
School, deferred outflows of resources are reported on the statement of net position for pension and OPEB. 
The deferred outflows of resources related to pension and OPEB plans are explained in Notes 11 and 12. 
 

Attachment 26: Audited Financial Statements Page 4864



Riverside Community School, Inc. 
Hamilton County, Ohio 

Notes to the Financial Statements 
For the Fiscal Year Ended June 30, 2019 

____________________________________________________________________________________ 
 

14 
 

In addition to liabilities, the statements of financial position report a separate section for deferred inflows of 
resources. Deferred inflows of resources represent an acquisition of net position that applies to a future period 
and will not be recognized until that time. For the School, deferred inflows of resources include pension and 
OPEB, which are reported on the statement of net position. (See Notes 11 and 12). 

 
Prepaids 

 
Payments made to vendors for services that will benefit periods beyond June 30, 2019, are recorded as prepaid 
items using the consumption method. A current asset for the prepaid amount is recorded at the time of purchase 
and an expenditure/expense is reported in the year which services are consumed.  

 
NOTE 3 – IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES  
 
For the fiscal year ended June 30, 2019, the School has implemented Governmental Accounting Standards 
Board (GASB) Statement No. 83, Certain Asset Retirement Obligations and GASB Statement No. 88, Certain 
Disclosures Related to Debt, including Direct Borrowings and Direct Placements. 
 
GASB Statement No. 83 establishes criteria for determining the timing and pattern of recognition of a liability 
and a corresponding deferred outflow of resources for asset retirement obligations. The implementation of 
GASB Statement No. 83 did not have an effect on the financial statements of the School. 
 
GASB Statement No. 88 establishes additional financial statement note disclosure requirements related to debt 
obligations of governments, including direct borrowings and direct placements. The implementation of GASB 
Statement No. 88 did not have an effect on the financial statements of the School. 
 
NOTE 4 - DEPOSITS AND INVESTMENTS 

 
Protection of the School’s deposits is provided by the Federal Deposit Insurance Corporation (FDIC), by 
eligible securities pledged by the financial institution as security for repayment, or by the financial institutions 
participation in the Ohio Pooled Collateral System (OPCS), a collateral pool of eligible securities deposited 
with a qualified trustee and pledged to the Treasurer of State to secure the repayment of all public monies 
deposited in the financial institution. 
 
Investments 

 
As of June 30, 2019, the School had the following investment: 

 

Investment Type
Measurement

Value

Investment Maturity
3 Months
or Less

Percentage of
Total

STAROhio 42,136$                  42,136$                     100%

 
Interest Rate Risk:  As a means of limiting its exposure to fair value losses arising from rising interest rates and 
according to state law, the School’s investment policy limits investment portfolio maturities to five years or 
less.  
 
Credit Risk:  STAR Ohio is an investment pool operated by the Ohio State Treasurer. It is unclassified since it 
is not evidenced by securities that exist in physical or book entry form. Ohio law requires STAR Ohio maintain 
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the highest rating provided by at least one nationally recognized standard rating service. The weighted average 
of maturity of the portfolio held by STAR Ohio as of June 30, 2019, is 53 days and carries a rating of AAAm 
by S&P Global Ratings. 
 
Concentration of Credit Risk:  The School places no limit on the amount that may be invested in any one 
issuer.   
 
NOTE 5 - GRANT FUNDING RECEIVABLE 
 
The School has recorded “Grant Funding Receivable” in the amount of $48,746 to account for the remainder 
of State and Federal awards allocated to the School, but not received as of June 30, 2019.  
 
NOTE 6 - RISK MANAGEMENT 

 
Property and Liability - The School is exposed to various risks of loss related to torts; theft or damage to, and 
destruction of assets; errors and omissions; injuries to employees; and natural disasters. As part of its 
management agreement with HA Riverside, LLC, has contracted with an insurance company for property and 
general liability insurance pursuant to the management agreement (see Note 8).  There was no significant 
reduction in insurance coverage from the prior year and claims have not exceeded insurance coverage over the 
past three years.   
 
Director and Officer - Coverage has been purchased by the School with a $1,000,000 aggregate limit and a 
$25,000, $50,000, or $100,000 deductible, depending on the claim. 
 
NOTE 7 - CAPITAL ASSETS AND DEPRECIATION 

 
For the year ended June 30, 2019, the School’s capital assets consisted of the following:  
 

Balance Balance
6/30/2018 Additions Reductions 6/30/2019

Capital Assets, Being Depreciated:

Leasehold Improvements 22,356$           0$               0$               22,356$           
Equipment 82,323 0 0 82,323

Total Capital Assets, Being Depreciated 104,679 0 0 104,679

Less Accumulated Depreciation:

Leasehold Improvements (13,638) (1,117) 0 (14,755)
Equipment (82,322) 0 0 (82,322)

Total Accumulated Depreciation (95,960) (1,117) 0 (97,077)

Capital Assets, Net 8,719$             (1,117)$       0$               7,602$             

 
NOTE 8 -AGREEMENT WITH HA RIVERSIDE, LLC 

 
Effective June 1, 2005, the School entered into a revised management agreement (Agreement) with HA 
Riverside, LLC, which is an educational consulting and Management Company under the ownership of 
ACCEL Schools Ohio, LLC. The agreement was amended again in 2014 for successive three year terms, 
ongoing unless one party notifies the other party on or before the February 1st prior to the expiration of the 
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then-current term of its intention to not renew the Agreement.  This agreement expires at the end of fiscal year 
2020. Substantially all functions of the School have been contracted to HA Riverside, LLC.  HA Riverside, 
LLC is responsible and accountable to the School’s Board of Directors for the administration and operation of 
the School. The School is required to pay HA Riverside, LLC a monthly continuing fee of 95.5 percent of the 
School's “Qualified Gross Revenues”, as that term is defined in the Agreement.  The continuing fee is paid to 
HA Riverside, LLC based on the qualified gross revenues.  
 
The School had purchased service expenses for the year ended June 30, 2019, to HA Riverside, LLC of 
$2,130,699, of which $48,746 is payable as of June 30, 2019. HA Riverside, LLC will be responsible for all 
costs incurred in providing the educational program at the School, which include but are not limited to, salaries 
and benefits of all personnel, curriculum materials, textbooks, library books, computers and other equipment, 
software, supplies, building payments, maintenance, capital, and insurance. 

  
NOTE 9 - SPONSORSHIP FEES 
 
Included in the sponsor contract with Ohio Council of Community Schools (OCCS) (Sponsor), it states that the 
School will pay the Sponsor three percent (3%) of the total state funds received each year, in consideration for 
the time, organization, oversight, fees and costs of the Sponsor pursuant to the sponsor contract. Such fees are 
paid to the Sponsor monthly.  As indicated on the Statement of Revenues, Expenses, and Changes in Net 
Position, the School incurred $49,363 in sponsorship fees to the Sponsor. 
 
NOTE 10 - MANAGEMENT COMPANY EXPENSES 
 
As of June 30, 2019 (see Note 8), HA Riverside, LLC, under ownership of ACCEL Schools Ohio, LLC, and 
its affiliates incurred the following expenses on behalf of the School: 
 

Regular 
Instruction

(1100 Function 
Codes)

Special 
Instruction

(1200 Function 
Codes)

Support 
Services

(2000 Function 
Codes)

Non-Instructional 
(3000 through 
7000 Function 

Codes)

Total

Direct Expenses: 
Salaries & Wages (100 Object Codes) 533,218$        87,618$          138,873$        -$                     759,709$      
Employees’ Benefits (200 Object Codes) 154,052          19,858            48,641            -                       222,551        
Professional & Technical Services (410 Object Codes) 70,363            107,866          383,545          -                       561,774        
Property Services (420 Object Codes) -                  -                  255,851          -                       255,851        
Utilities (450 Object Codes) -                  -                  54,231            -                       54,231          
Contracted Craft or Trade Services (460 Object Codes) -                  -                  -                  95,681                 95,681          
Transportation (480 Object Codes) -                  -                  33,495            -                       33,495          
Supplies (500 Object Codes) 43,921            2,120              34,995            -                       81,036          
Other Direct Costs (All Other Object Codes) -                  -                  125,327          -                       125,327        
Indirect Expenses: 
Overhead -                  -                  178,442          -                       178,442        

Total Expenses 801,554$        217,462$        1,253,400$     95,681$               2,368,097$   
  

 
 

Overhead charges are assigned to the School based on a percentage of FTE headcount.  These charges 
represent the indirect cost of services provided in the operation of the School.  Such services include, but are 
not limited to facilities management, equipment, operational support services, management and management 
consulting, board relations, human resources management, training and orientation, financial reporting and 
compliance, purchasing and procurement, education services, technology support, marketing and 
communications.  
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NOTE 11 - DEFINED BENEFIT PENSION PLANS 
 
Net Pension Liability 
 
The net pension liability reported on the statement of net position represents a liability to employees for 
pensions. Pensions are a component of exchange transactions—between an employer and its employees—of 
salaries and benefits for employee services.  Pensions are provided to an employee—on a deferred-payment 
basis—as part of the total compensation package offered by an employer for employee services each financial 
period.  The obligation to sacrifice resources for pensions is a present obligation because it was created as a 
result of employment exchanges that already have occurred. 

 
The net pension liability represents the School’s proportionate share of each pension plan’s collective actuarial 
present value of projected benefit payments attributable to past periods of service, net of each pension plan’s 
fiduciary net position.  The net pension liability calculation is dependent on critical long-term variables, 
including estimated average life expectancies, earnings on investments, cost of living adjustments and others.  
While these estimates use the best information available, unknowable future events require adjusting this 
estimate annually.   

 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The School 
cannot control benefit terms or the manner in which pensions are financed; however, the School does receive 
the benefit of employees’ services in exchange for compensation including pension.  

 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from employee 
services; and (2) State statute requires all funding to come from these employers.  All contributions to date 
have come solely from these employers (which also includes costs paid in the form of withholdings from 
employees).  State statute requires the pension plans to amortize unfunded liabilities within 30 years.  If the 
amortization period exceeds 30 years, each pension plan’s board must propose corrective action to the State 
legislature.  Any resulting legislative change to benefits or funding could significantly affect the net pension 
liability.  Resulting adjustments to the net pension liability would be effective when the changes are legally 
enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability.  Any 
liability for the contractually-required pension contribution outstanding at the end of the year is included in 
accounts payable.   

 
Plan Description - School Employees Retirement System (SERS) 
 
Plan Description – School non-teaching employees participate in SERS, a statewide, cost-sharing multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability and 
survivor benefits to plan members and beneficiaries.  Authority to establish and amend benefits is provided 
by Ohio Revised Code Chapter 3309.  SERS issues a publicly available, stand-alone financial report that 
includes financial statements, required supplementary information and detailed information about SERS’ 
fiduciary net position.  That report can be obtained by visiting the SERS website at www.ohsers.org under 
Employers/Audit Resources.  

Age and service requirements for retirement are as follows: 
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Eligible to Retire before Eligible to Retire on or after
August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.  
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that varies 
based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of service credit 
over 30.  Final average salary is the average of the highest three years of salary. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and the 
School is required to contribute 14 percent of annual covered payroll.  The contribution requirements of plan 
members and employers are established and may be amended by the SERS’ Retirement Board up to statutory 
maximum amounts of 10 percent for plan members and 14 percent for employers.  The Retirement Board, 
acting with the advice of the actuary, allocates the employer contribution rate among four of the System’s 
funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care Fund).  For the fiscal year 
ended June 30, 2019, the allocation to pension, death benefits, and Medicare B was 13.5 percent.  SERS 
allocated 0.5 percent of employer contributions to the Health Care Fund for fiscal year 2019. 

The School’s contractually required contribution to SERS was $18,936 for fiscal year 2019.  
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS issues a 
stand-alone financial report that includes financial statements, required supplementary information and detailed 
information about STRS’ fiduciary net position.  That report can be obtained by writing to STRS, 275 E. 
Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the STRS Web site at 
www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined Contribution 
(DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307. For the DB 
Plan, from August 1, 2015–July 1, 2017, any member could retire with reduced benefits who had (1) five years 
of service credit and age 60; (2) 26 years of service credit and age 55; or (3) 30 years of service credit 
regardless of age. Effective August 1, 2017–July 1, 2019, any member may retire with reduced benefits who 
has (1) five years of service credit and age 60; (2) 27 years of service credit and age 55; or (3) 30 years of 
service credit regardless of age. Eligibility changes will continue to be phased in through August 1, 2026, when 
retirement eligibility for unreduced benefits will be five years of service credit and age 65, or 35 years of 
service credit and at least age 60. Retirement eligibility for reduced benefits will be five years of service credit 
and age 60, or 30 years of service credit regardless of age. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by the 
member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined benefit 
unfunded liability.  Effective July 1, 2017, employer contributions of 9.53 percent are placed in the investment 
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accounts and the remaining 4.47 percent of the 14 percent employer rate is allocated to the defined benefit 
unfunded liability. A member is eligible to receive a retirement benefit at age 50 and termination of 
employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent of 
the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. In the 
Combined Plan, member contributions are allocated among investment choices by the member, and employer 
contributions are used to fund a defined benefit payment. A member’s defined benefit is determined by 
multiplying one percent of the member’s final average salary by the member’s years of service credit. The 
defined benefit portion of the Combined Plan payment is payable to a member on or after age 60 with five 
years of service. The DC portion of the account may be taken as a lump sum or converted to a lifetime monthly 
annuity at age 50 and termination of employment. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer to 
another STRS plan.  The optional annuitization of a member’s defined contribution account or the defined 
contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS bearing the 
risk of investment gain or loss on the account.  STRS has therefore included all three plan options as one 
defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be disabled 
may qualify for a disability benefit.  Eligible survivors of members who die before service retirement may 
qualify for monthly benefits.  New members on or after July 1, 2013, must have at least ten years of qualifying 
service credit to apply for disability benefits.  Members in the DC Plan who become disabled are entitled only 
to their account balance.  If a member of the DC Plan dies before retirement benefits begin, the member’s 
designated beneficiary is entitled to receive the member’s account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers Retirement 
Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 30, 2019, plan 
members were required to contribute 14 percent of their annual covered salary. The School was required to 
contribute 14 percent; the entire 14 percent was the portion used to fund pension obligations.  The fiscal year 
2019 contribution rates were equal to the statutory maximum rates. 

 
The School’s contractually required contribution to STRS was $85,169 for fiscal year 2019.   
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
 
The net pension liability was measured as of June 30, 2018, and the total pension liability used to calculate the 
net pension liability was determined by an independent actuarial valuation as of that date. The School's 
employer allocation percentage of the net pension liability was based on the employer’s share of employer 
contributions in the pension plan relative to the total employer contributions of all participating employers. 
Following is information related to the proportionate share and pension expense: 
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SERS STRS Total
Proportion of the Net Pension Liability:

Current Measurement Date 0.00446910% 0.00551074%
Prior Measurement Date 0.00568640% 0.00569869%

Change in Proportionate Share -0.00121730% -0.00018795%

Proportionate Share of the Net 
  Pension Liability 255,954$             1,211,688$         1,467,642$         
Pension Expense (59,820)$             (164,479)$          (224,299)$           
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to the 
difference between projected and actual investment earnings, differences between expected and actual actuarial 
experience, changes in assumptions and changes in the School’s proportion of the collective net pension 
liability. The deferred outflows and deferred inflows are to be included in pension expense over current and 
future periods. The difference between projected and actual investment earnings is recognized in pension 
expense using a straight line method over a five year period beginning in the current year. Deferred outflows 
and deferred inflows resulting from changes in sources other than differences between projected and actual 
investment earnings are amortized over the average expected remaining service lives of all members (both 
active and inactive) using the straight line method. Employer contributions to the pension plan subsequent to 
the measurement date are also required to be reported as a deferred outflow of resources.  
 
At June 30, 2019 the School reported deferred outflows of resources and deferred inflows of resources related 
to pensions from the following sources:  
 

SERS STRS Total
Deferred Outflows of Resources
Differences between Expected and 
  Actual Experience 14,038$              27,971$             42,009$             
Changes of Assumptions 5,779 214,734 220,513
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 7,461 7,522 14,983
School Contributions Subsequent to the 
  Measurement Date 18,936 85,169 104,105
Total Deferred Outflows of Resources 46,214$              335,396$           381,610$           

Deferred Inflows of Resources
Differences between Expected and 
  Actual Experience 0$                      7,912$               7,912$               
Net Difference between Projected and 
  Actual Earnings on Pension Plan Investments 7,094 73,476 80,570
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 75,082 635,391 710,473
Total Deferred Inflows of Resources 82,176$              716,779$           798,955$           

 
 

Attachment 26: Audited Financial Statements Page 4871



Riverside Community School, Inc. 
Hamilton County, Ohio 

Notes to the Financial Statements 
For the Fiscal Year Ended June 30, 2019 

____________________________________________________________________________________ 
 

21 
 

$104,105 reported as deferred outflows of resources related to pension resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net pension liability in the fiscal 
year ending June 30, 2020.  Other amounts reported as deferred outflows of resources and deferred inflows of 
resources related to pension will be recognized in pension expense as follows:  
 

SERS STRS Total
Fiscal Year Ending June 30:

2020 (38,437)$             (175,342)$          (213,779)$          
2021 (5,887) (216,914) (222,801)
2022 (8,399) (51,431) (59,830)
2023 (2,175) (22,865) (25,040)

(54,898)$             (466,552)$          (521,450)$          
 

 
Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67, as 
part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations of an 
ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment terminations).  Actuarially determined amounts are subject to continual review and 
potential modifications, as actual results are compared with past expectations and new estimates are made 
about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time of each 
valuation and the historical pattern of sharing benefit costs between the employers and plan members to that 
point. The projection of benefits for financial reporting purposes does not explicitly incorporate the potential 
effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations will 
take into account the employee's entire career with the employer and also take into consideration the benefits, if 
any, paid to the employee after termination of employment until the death of the employee and any applicable 
contingent annuitant. In many cases, actuarial calculations reflect several decades of service with the employer 
and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial valuation, 
prepared as of June 30, 2018, are presented below: 
 
Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)
COLA or Ad Hoc COLA 2.50 percent, on and after April 1, 2018, COLA's for future retirees 

will be delayed for three years following commencement  
 
For post-retirement mortality, the table used in evaluating allowances to be paid is the RP-2014 Blue Collar 
Mortality Table with fully generational projection and Scale BB, with 120 percent of male rates and 110 
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percent of female rates used. The RP-2000 Disabled Mortality Table with 90 percent for male rates and 100 
percent for female rates set back five years is used for the period after disability retirement.  
 
The long-term return expectation for the Pension Plan Investments has been determined by using a building-
block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  A forecasted 
rate of inflation serves as the baseline for the return expectation.  Various real return premiums over the 
baseline inflation rate have been established for each asset class.  The long-term expected nominal rate of 
return has been determined by calculating an arithmetic weighted average of the expected real return premiums 
for each asset class, adding the projected inflation rate, and adding the expected return from rebalancing 
uncorrelated asset classes. The asset allocation, as used in the June 30, 2015 five-year experience study, is 
summarized as follows: 
 

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return

 
 
Discount Rate Total pension liability was calculated using the discount rate of 7.50 percent. The projection of 
cash flows used to determine the discount rate assumed that employers would contribute the actuarially 
determined contribution rate of projected compensation over the remaining 27-year amortization period of the 
unfunded actuarial accrued liability. Projected inflows from investment earnings were calculated using the 
long-term assumed investment rate of return (7.50 percent). Based on those assumptions, the plan’s fiduciary 
net position was projected to be available to make all future benefit payments of current plan members. 
Therefore, the long-term expected rate of return on pension plan investments was applied to all periods of 
projected benefits to determine the total pension liability.  
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount Rate 
Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact the 
following table presents the School’s proportionate share of the net pension liability calculated using the 
discount rate of 7.50 percent, as well as what the School’s net pension liability would be if it were calculated 
using a discount rate that is one percentage point lower (6.50 percent), or one percentage point higher (8.50 
percent) than the current rate. 
 

1% Decrease
Current 

Discount Rate 1% Increase
School's Proportionate Share
  of the Net Pension Liability 360,530$             255,954$           168,273$            
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Actuarial Assumptions - STRS 
 
The total pension liability in the July 1, 2018 actuarial valuation was determined using the following actuarial 
assumptions, applied to all periods included in the measurement:  
 

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Projected Payroll Growth 3.00 percent
Cost-of-Living Adjustments 0.00 percent  

 
Post-retirement mortality rates are based on RP-2014 Annuitant Mortality Table with 50 percent of rates 
through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 and 84, and 
100 percent of rates thereafter, projected forward generationally using mortality improvement scale MP-2016; 
pre-retirement mortality rates are based on RP-2014 Employee Mortality Table, projected forward 
generationally using mortality improvement scale MP-2016. 
 

The actuarial assumptions used in the July 1, 2018 valuation, were adopted by the board from the results of an 
actuarial experience study for July 1, 2011, through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on the 
target allocation adopted by the Retirement Board. The target allocation and long-term expected rate of return 
for each major asset class are summarized as follows:  
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected

 
 

*Target weights will be phased in over a 24-month period concluding on July 1, 2019. 
 
**Ten year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25 
percent and does not include investment expenses. Over a 30-year period, STRS’ investment consultant 
indicates that the above target allocations should generate a return above the actuarial rate of return, without 
net value added by management. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 30, 
2018. The projection of cash flows used to determine the discount rate assumes that employer and member 
contributions will be made at statutory contribution rates of 14 percent each. For this purpose, only employer 
contributions that are intended to fund benefits of current plan members and their beneficiaries are included. 
Based on those assumptions, STRS’ fiduciary net position was projected to be available to make all projected 
future benefit payments to current plan members as of June 30, 2018. Therefore, the long-term expected rate of 
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return on pension plan investments of 7.45 percent was applied to all periods of projected benefit payments to 
determine the total pension liability as of June 30, 2018. 
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount Rate 
The following table presents the School's proportionate share of the net pension liability as of June 30, 2018, 
calculated using the current period discount rate assumption of 7.45 percent, as well as what the School's 
proportionate share of the net pension liability would be if it were calculated using a discount rate that is one-
percentage-point lower (6.45 percent) or one-percentage-point higher (8.45 percent) than the current 
assumption:  

1% Decrease
Current 

Discount Rate 1% Increase
School's Proportionate Share
  of the Net Pension Liability 1,769,511$          1,211,688$         739,567$            
 
 
NOTE 12 - DEFINED BENEFIT OPEB PLANS 
 
Net OPEB Asset/Liability 

 
The net OPEB asset/liability reported on the statement of net position represents an asset or liability to 
employees for OPEB. OPEB is a component of exchange transactions-–between an employer and its 
employees—of salaries and benefits for employee services.  OPEB are provided to an employee—on a 
deferred-payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for OPEB is a present obligation because it 
was created as a result of employment exchanges that already have occurred. 

 
The net OPEB asset/liability represents the School’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each OPEB 
plan’s fiduciary net position.  The net OPEB asset/liability calculation is dependent on critical long-term 
variables, including estimated average life expectancies, earnings on investments, cost of living adjustments 
and others.  While these estimates use the best information available, unknowable future events require 
adjusting these estimates annually.   

 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The School 
cannot control benefit terms or the manner in which OPEB are financed; however, the School does receive the 
benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the asset/liability is solely that of the employer, because they benefit from employee 
services.  OPEB contributions come from these employers and health care plan enrollees, which pay a portion 
of the health care costs in the form of a monthly premium.  The Ohio Revised Code permits, but does not 
require the retirement systems to provide healthcare to eligible benefit recipients. Any change to benefits or 
funding could significantly affect the net OPEB asset/liability. Resulting adjustments to the net OPEB 
asset/liability would be effective when the changes are legally enforceable. The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB asset/ liability. 
 Any liability for the contractually-required OPEB contribution outstanding at the end of the year is included in 
accounts payable.   
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Plan Description - School Employees Retirement System (SERS) 
 
Health Care Plan Description - The School contributes to the SERS Health Care Fund, administered by SERS 
for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a cost-
sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare benefits to 
eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible dependents. 
Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most types of purchased 
credit, to qualify to participate in SERS’ health care coverage. In addition to age and service retirees, disability 
benefit recipients and beneficiaries who are receiving monthly benefits due to the death of a member or retiree, 
are eligible for SERS’ health care coverage. Most retirees and dependents choosing SERS’ health care 
coverage are over the age of 65 and therefore enrolled in a fully insured Medicare Advantage plan; however, 
SERS maintains a traditional, self-insured preferred provider organization for its non-Medicare retiree 
population. For both groups, SERS offers a self-insured prescription drug program. Health care is a benefit that 
is permitted, not mandated, by statute.  The financial report of the Plan is included in the SERS Comprehensive 
Annual Financial Report which can be obtained on SERS’ website at www.ohsers.org under Employers/Audit 
Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the Ohio 
Revised Code. The Health Care Fund was established and is administered in accordance with Internal Revenue 
Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any health plan or 
program. Active employee members do not contribute to the Health Care Plan.  The SERS Retirement Board 
established the rules for the premiums paid by the retirees for health care coverage for themselves and their 
dependents or for their surviving beneficiaries.  Premiums vary depending on the plan selected, qualified years 
of service, Medicare eligibility, and retirement status.   
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer contributions.  
Each year, after the allocation for statutorily required pensions and benefits, the Retirement Board may allocate 
the remainder of the employer contribution of 14 percent of covered payroll to the Health Care Fund in 
accordance with the funding policy. For fiscal year 2019, 0.5 percent of covered payroll was made to health 
care. An additional health care surcharge on employers is collected for employees earning less than an 
actuarially determined minimum compensation amount, pro-rated if less than a full year of service credit was 
earned. For fiscal year 2019, this amount was $21,600. Statutes provide that no employer shall pay a health 
care surcharge greater than 2.0 percent of that employer’s SERS-covered payroll; nor may SERS collect in 
aggregate more than 1.5 percent of the total statewide SERS-covered payroll for the health care surcharge.  For 
fiscal year 2019, the School’s surcharge obligation was $2,572.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total amount 
assigned to the Health Care Fund. The School’s contractually required contribution to SERS was $3,273 for 
fiscal year 2019.   

 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part B 
premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the report of 
STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227-7877. 
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Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed by 
STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees, for the most recent year, pay a portion of the health care costs in the form of a monthly premium.  
Under Ohio law, funding for post-employment health care may be deducted from employer contributions, 
currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2019, STRS did not allocate any 
employer contributions to post-employment health care.   
 
OPEB Assets/Liabilities, OPEB Expense, and Deferred Outflows/Inflows of Resources Related to OPEB  
 
The net OPEB asset/liability was measured as of June 30, 2018, and the total OPEB asset/liability used to 
calculate the net OPEB asset/liability was determined by an actuarial valuation as of that date. The School's 
proportion of the net OPEB asset/liability was based on the School's share of contributions to the respective 
retirement systems relative to the contributions of all participating entities.  Following is information related to 
the proportionate share and OPEB expense: 

 
SERS STRS Total

Proportion of the Net OPEB Liability:
Current Measurement Date 0.00431550% 0.00551074%
Prior Measurement Date 0.00554330% 0.00569869%

Change in Proportionate Share -0.00122780% -0.00018795%

Proportionate Share of the Net
OPEB Liability/(Asset) 119,724$             (88,552)$              31,172$             

OPEB Expense 2,876$                 (199,862)$            (196,986)$           
 
At June 30, 2019, the School reported deferred outflows of resources and deferred inflows of resources related 
to OPEB from the following sources:  

SERS STRS Total
Deferred Outflows of Resources
Differences between Expected and 
  Actual Experience 1,955$                 10,342$               12,297$             
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 7,529 0 7,529
School Contributions Subsequent to the 
  Measurement Date 3,273 0 3,273
Total Deferred Outflows of Resources 12,757$               10,342$               23,099$             

Deferred Inflows of Resources
Differences between Expected and 
  Actual Experience 0$                       5,159$                 5,159$               
Net Difference between Projected and 
  Actual Earnings on OPEB Plan Investments 180 10,117 10,297
Changes of Assumptions 10,756 120,658 131,414
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 31,045 40,092 71,137
Total Deferred Inflows of Resources 41,981$               176,026$             218,007$           

 
 

Attachment 26: Audited Financial Statements Page 4877



Riverside Community School, Inc. 
Hamilton County, Ohio 

Notes to the Financial Statements 
For the Fiscal Year Ended June 30, 2019 

____________________________________________________________________________________ 
 

27 
 

$3,273 reported as deferred outflows of resources related to OPEB resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the year 
ending June 30, 2020.  Other amounts reported as deferred outflows of resources and deferred inflows of 
resources related to OPEB will be recognized in OPEB expense as follows:  
 

SERS STRS Total
Fiscal Year Ending June 30:

2020 (5,837)$               (30,280)$              (36,117)$            
2021 (5,910) (30,280) (36,190)
2022 (6,136) (30,282) (36,418)
2023 (6,056) (27,983) (34,039)
2024 (6,070) (27,177) (33,247)

Thereafter (2,488) (19,682) (22,170)

(32,497)$              (165,684)$            (198,181)$          
 

Actuarial Assumptions - SERS 
 
The total OPEB liability was determined by an actuarial valuation as of June 30, 2018. The actuarial 
assumptions used in the valuation are based on results from the most recent actuarial experience study, which 
covered the five-year period ending June 30, 2015. The experience study report is dated April 2016. The total 
OPEB liability used the following assumptions and other inputs: 
 
Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Municipal Bond Index Rate

Measurement Date 3.62 percent
Prior Measurement Date 3.56 percent

Single Equivalent Interest Rate
Measurement Date 3.70 percent, net of plan investment expense, including price inflation
Prior Measurement Date 3.63 percent, net of plan investment expense, including price inflation

Health Care Cost Trend Rate
Medicare 5.375 percent - 4.75 percent
Pre-Medicare 7.25 percent - 4.75 percent  

 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection and 
Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality Table with 
90 percent for male rates and 100 percent for female rates set back five years. 
 
The long-term expected rate of return on plan factors are considered in evaluating the long-term rate of return 
assumption including long-term historical data, estimates inherent in current market data, and a long-normal 
distribution analysis in which best-estimate ranges of expected future real rates of return were developed by the 
investment consultant for each major asset class. These ranges were combined to produce the long-term 
expected rate of return, 7.50 percent, by weighting the expected future real rates of return by the target asset 
allocation percentage and then adding expected inflation. The capital market assumptions developed by the 
investment consultant are intended for use over a 10-year horizon and may not be useful in setting the long-
term rate of return for funding pension plans which covers a longer timeframe. The assumption is intended to 
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be a long-term assumption and is not expected to change absent a significant change in the asset allocation, a 
change in the inflation assumption, or a fundamental change in the market that alters expected returns in future 
years. 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, as 
used in the June 30, 2015 five-year experience study, are summarized as follows: 
 

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return

 
 

Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2018 was 3.70 percent. 
The discount rate used to measure total OPEB liability prior to June 30, 2018 was 3.63 percent. The projection 
of cash flows used to determine the discount rate assumed that contributions will be made from members and 
the System at the contribution rate of 2.00 percent of projected covered payroll each year, which includes a 
1.50 percent payroll surcharge and 0.50 percent of contributions from the basic benefits plan. Based on these 
assumptions, the OPEB plan’s fiduciary net position was projected to become insufficient to make future 
benefit payments during the fiscal year ending June 30, 2026. Therefore, the long-term expected rate of return 
on OPEB plan assets was used to present value the projected benefit payments through the fiscal year ending 
June 30, 2025 and the Fidelity General Obligation 20-year Municipal Bond Index rate of 3.62 percent, as of 
June 30, 2018 (i.e., municipal bond rate), was used to present value the projected benefit payments for the 
remaining years in the projection. The total present value of projected benefit payments from all years was then 
used to determine the single rate of return that was used as the discount rate. The projection of future benefit 
payments for all current plan members was until the benefit payments ran out. 
 
Sensitivity of the School's Proportionate Share of the Net OPEB Liability to Changes in the Discount Rate 
and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in the 
discount rate and the health care cost trend rate. The following table presents the net OPEB liability and what 
the net OPEB liability would be if it were calculated using a discount rate that is one percentage point lower 
(2.70 percent) and higher (4.70 percent) than the current discount rate (3.70 percent). Also shown is what the 
net OPEB liability would be based on health care cost trend rates that are one percent lower (6.25 percent 
decreasing to 3.75 percent) and one percent higher (8.25 percent decreasing to 5.75 percent) than the current 
rate. 
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1% Decrease
Current 

Discount Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability 145,275$             119,724$             99,492$             

1% Decrease
Current 

Trend Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability 96,595$               119,724$             150,350$            
 
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results used in 
the June 30, 2018, actuarial valuation are presented below:   

 
Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Health Care Cost Trend Rates -5.23 percent to 9.62 percent, initial, 4.00 percent ultimate  

 
Projections of benefits include the historical pattern of sharing benefit costs between the employers and retired 
plan members. 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 percent of 
rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 and 84, 
and 100 percent of rates thereafter, projected forward generationally using mortality improvement scale MP-
2016. For disabled retirees, mortality rates are based on the RP-2014 Disabled Mortality Table with 90 percent 
of rates for males and 100 percent of rates for females, projected forward generationally using mortality 
improvement scale MP-2016. 
 
Actuarial assumptions used in the June 30, 2018, valuation are based on the results of an actuarial experience 
study for the period July 1, 2011 through June 30, 2016.  
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on the 
target allocation adopted by the Retirement Board.  The target allocation and long-term expected rate of return 
for each major asset class are summarized as follows:  
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Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected

 
 

*Target weights will be phased in over a 24-month period concluding on July 1, 2019. 
 
**Ten year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25 
percent and does not include investment expenses.  Over a 30-year period, STRS' investment consultant 
indicates that the above target allocations should generate a return above the actuarial rate of return, without 
net value added by management. 
 
Discount Rate The discount rate used to measure the total OPEB asset/liability was 7.45 percent as of June 30, 
2018. The projection of cash flows used to determine the discount rate assumed STRS continues to allocate no 
employer contributions to the health care fund. Based on those assumptions, the OPEB plan’s fiduciary net 
position was projected to be available to make all projected future benefit payments to current plan members as 
of June 30, 2018. Therefore, the long-term expected rate of return on health care plan investments of 7.45 
percent was applied to all periods of projected benefit payments to determine the total OPEB liability as of 
June 30, 2018.  
 
Sensitivity of the School’s Proportionate Share of the Net OPEB Asset/Liability to Changes in the Discount 
and Health Care Cost Trend Rate The following table represents the net OPEB asset/liability as of June 30, 
2018, calculated using the current period discount rate assumption of 7.45 percent, as well as what the net 
OPEB asset/liability would be if it were calculated using a discount rate that is one percentage point lower 
(6.45 percent) or one percentage point higher (8.45 percent) than the current assumption. Also shown is the net 
OPEB liability as of June 30, 2018, calculated using health care cost trend rates that are one percentage point 
lower or one percentage point higher than the current health care cost trend rates. 

1% Decrease
Current 

Discount Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability/(Asset) (75,897)$              (88,552)$              (99,188)$            

1% Decrease
Current 

Trend Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability/(Asset) (98,587)$              (88,552)$              (78,360)$             
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NOTE 13 - CONTINGENCIES 
 

Grants 
 
Amounts received from grantor agencies are subject to audit and adjustment by the grantor. Any disallowed 
costs may require refunding to the grantor.  Amounts which may be disallowed, if any, are not presently 
determinable.  However, in the opinion of the School, any such adjustments will not have a material adverse 
effect on the financial position of the School. 

 
Enrollment FTE 

 
School foundation funding is based on the annualized full-time equivalent (FTE) enrollment of each student. 
 However, there is an important nexus between attendance and enrollment for Foundation funding purposes.  
Community schools must provide documentation that clearly demonstrates students have participated in 
learning opportunities. The Ohio Department of Education (ODE) is legislatively required to adjust/reconcile 
funding as enrollment information is updated by schools throughout the State, which can extend past the fiscal 
year end.  

   
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. As of the date of this report, ODE has not performed an FTE Review on the School for fiscal 
year 2019. 

 
As of the date of this report, all ODE adjustments have been completed. 

In addition, the School’s contracts with their Sponsor and Management Company require payment based on 
revenues received from the State.  As discussed above, all ODE adjustments through fiscal year 2019 have 
been completed.  A reconciliation between payments previously made and the FTE adjustments has taken place 
with these contracts. 

NOTE 14 - LITIGATION 
 
The School is not a party to legal proceedings that, in the opinion of management, would have a material 
adverse effect on the financial statements.  
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2019 2018 2017 2016 2015 2014
School Employees Retirement System (SERS)

School's Proportion of the Net Pension Liability 0.00446910% 0.00568640% 0.00540950% 0.00864470% 0.00937100% 0.00937100%

School's Proportionate Share of the Net Pension Liability 255,954$       339,750$       395,925$         493,275$      474,261$      557,263$       

School's Covered Payroll 152,556$       182,814$       239,314$         364,894$      229,048$      248,165$       

School's Proportionate Share of the Net Pension Liability
as a Percentage of its Covered Payroll 167.78% 185.84% 165.44% 135.18% 207.06% 224.55%

Plan Fiduciary Net Position as a Percentage of the Total Pension Liability 71.36% 69.50% 62.98% 69.16% 71.70% 65.52%

State Teachers Retirement System (STRS)

School's Proportion of the Net Pension Liability 0.00551074% 0.00569869% 0.00657289% 0.01069628% 0.01056470% 0.01056470%

School's Proportionate Share of the Net Pension Liability 1,211,688$    1,353,736$    2,200,144$      2,956,139$   2,569,701$   3,061,011$    

School's Covered Payroll 626,479$       626,500$       965,486$         1,120,371$   849,508$      543,069$       

School's Proportionate Share of the Net Pension Liability
as a Percentage of its Covered Payroll 193.41% 216.08% 227.88% 263.85% 302.49% 563.65%

Plan Fiduciary Net Position as a Percentage of the Total Pension Liability 77.31% 75.30% 66.80% 72.10% 74.70% 69.30%

(1) Information prior to 2014 is not available.

Note: The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

Riverside Community School, Inc.
Hamilton County, Ohio

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net Pension Liability

Last Six Fiscal Years (1)

See accompanying notes to the required supplementary information.
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2019 2018 2017 2016
School Employees Retirement System (SERS)

Contractually Required Contribution 18,936$              20,595$              25,594$              33,504$              

Contributions in Relation to the 
Contractually Required Contribution (18,936) (20,595) (25,594) (33,504)

Contribution Deficiency (Excess) 0$                       0$                       0$                       0$                       

School's Covered Payroll 140,267$             152,556$             182,814$             239,314$             

Pension Contributions as a Percentage of 
Covered Payroll 13.50% 13.50% 14.00% 14.00%

State Teachers Retirement System (STRS)

Contractually Required Contribution 85,169$              87,707$              87,710$              135,168$             

Contributions in Relation to the 
Contractually Required Contribution (85,169) (87,707) (87,710) (135,168)

Contribution Deficiency (Excess) 0$                       0$                       0$                       0$                       

School's Covered Payroll 608,350$             626,479$             626,500$             965,486$             

Pension Contributions as a Percentage of 
Covered Payroll 14.00% 14.00% 14.00% 14.00%

Riverside Community School, Inc.
Hamilton County, Ohio

Required Supplementary Information
Schedule of the School's Contributions  - Pension

Last Ten Fiscal Years

See accompanying notes to the required supplementary information.
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2015 2014 2013 2012 2011 2010

48,093$              31,746$              34,346$              29,885$              33,123$              68,568$              

(48,093) (31,746) (34,346) (29,885) (33,123) (68,568)

0$                       0$                       0$                       0$                       0$                       0$                       

364,894$             229,048$             248,165$             222,193$             263,508$             506,411$             

13.18% 13.86% 13.84% 13.45% 12.57% 13.54%

156,852$             110,436$             70,599$              92,224$              108,080$             177,816$             

(156,852) (110,436) (70,599) (92,224) (108,080) (177,816)

0$                       0$                       0$                       0$                       0$                       0$                       

1,120,371$          849,508$             543,069$             709,415$             831,385$             1,367,815$          

14.00% 13.00% 13.00% 13.00% 13.00% 13.00%

See accompanying notes to the required supplementary information.
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2019 2018 2017
School Employees Retirement System (SERS)

School's Proportion of the Net OPEB Liability 0.00431550% 0.00554330% 0.00495535%

School's Proportionate Share of the Net OPEB Liability 119,724$           148,768$           141,246$           

School's Covered Payroll 152,556$           182,814$           239,314$           

School's Proportionate Share of the Net OPEB Liability
as a Percentage of its Covered Payroll 78.48% 81.38% 59.02%

Plan Fiduciary Net Position as a Percentage of the Total OPEB Liability 13.57% 12.46% 11.49%

State Teachers Retirement System (STRS)

School's Proportion of the Net OPEB Liability/(Asset) 0.00551074% 0.00569869% 0.00657289%

School's Proportionate Share of the Net OPEB Liability/(Asset) (88,552)$           222,342$           351,520$           

School's Covered Payroll 626,479$           626,500$           965,486$           

School's Proportionate Share of the Net OPEB Liability/(Asset)
as a Percentage of its Covered Payroll -14.13% 35.49% 36.41%

Plan Fiduciary Net Position as a Percentage of the Total OPEB Liability 176.00% 47.10% 37.30%

(1) Information prior to 2017 is not available.

Note: The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

Riverside Community School, Inc.
Hamilton County, Ohio

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net OPEB Liability/(Asset)

Last Three Fiscal Years (1)

See accompanying notes to the required supplementary information.
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2019 2018 2017 2016
School Employees Retirement System (SERS)

Contractually Required Contribution (1) 3,273$                 2,124$                 1,971$                 248$                    

Contributions in Relation to the 
Contractually Required Contribution (3,273) (2,124) (1,971) (248)

Contribution Deficiency (Excess) 0$                        0$                        0$                        0$                        

School's Covered Payroll 140,267$             152,556$             182,814$             239,314$             

OPEB Contributions as a Percentage of 
Covered Payroll (1) 2.33% 1.39% 1.08% 0.10%

State Teachers Retirement System (STRS)

Contractually Required Contribution 0$                        0$                        0$                        0$                        

Contributions in Relation to the 
Contractually Required Contribution 0 0 0 0

Contribution Deficiency (Excess) 0$                        0$                        0$                        0$                        

School's Covered Payroll 608,350$             626,479$             626,500$             965,486$             

OPEB Contributions as a Percentage of 
Covered Payroll 0.00% 0.00% 0.00% 0.00%

(1) Includes surcharge

Riverside Community School, Inc.
Hamilton County, Ohio

Required Supplementary Information
Schedule of the School's Contributions - OPEB

Last Ten Fiscal Years

See accompanying notes to the required supplementary information.
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2015 2014 2013 2012 2011 2010

4,322$                 3,550$                 3,905$                 6,000$                 8,249$                 10,570$               

(4,322) (3,550) (3,905) (6,000) (8,249) (10,570)

0$                        0$                        0$                        0$                        0$                        0$                        

364,894$             229,048$             248,165$             222,193$             263,508$             506,411$             

1.18% 1.55% 1.57% 2.70% 3.13% 2.09%

0$                        8,495$                 5,431$                 7,094$                 8,314$                 13,678$               

0 (8,495) (5,431) (7,094) (8,314) (13,678)

0$                        0$                        0$                        0$                        0$                        0$                        

1,120,371$          849,508$             543,069$             709,415$             831,385$             1,367,815$          

0.00% 1.00% 1.00% 1.00% 1.00% 1.00%

See accompanying notes to the required supplementary information.
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Note 1 - Net Pension Liability 
 
Changes in Assumptions - SERS 
 
For fiscal year 2017, the SERS Board adopted the following assumption changes: 

• Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent 
• Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent 
• Assumed real wage growth was reduced from 0.75 percent to 0.50 percent 
• Rates of withdrawal, retirement and disability were updated to reflect recent experience. 
• Mortality among active members was updated to RP-2014 Blue Collar Mortality Table with fully 

generational projection and a five year age set-back for both males and females. 
• Mortality among service retired members, and beneficiaries was updated to RP-2014 Blue Collar 

Mortality Table with fully generational projection with Scale BB, 120 percent of male rates, and 
110 percent of female rates. 

• Mortality among disabled members was updated to RP-2000 Disabled Mortality Table, 90 
percent for male rates and 100 percent for female rates, set back five years is used for the period 
after disability retirement.   

 
Changes in Benefit Terms - SERS 

For fiscal year 2018, the cost-of-living adjustment was changed from a fixed 3.00 percent to a cost-of-living 
adjustment that is indexed to CPI-W not greater than 2.50 percent with a floor of zero percent beginning 
January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has enacted a 
three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the Retirement Board approved several changes to the actuarial assumptions in 2017. 
The long term expected rate of return was reduced from 7.75 percent to 7.45 percent, the inflation 
assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered to 
3.00 percent, and total salary increases rate was lowered by decreasing the merit component of the 
individual salary increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy and 
disabled mortality assumptions were updated to the RP-2014 mortality tables with generational 
improvement scale MP-2016. Rates of retirement, termination and disability were modified to better reflect 
anticipated future experience. 
 
Changes in Benefit Terms - STRS 
 
For fiscal year 2018, the cost-of-living adjustment (COLA) was reduced to zero.  
 
Note 2 - Net OPEB Liability 
 
Changes in Assumptions – SERS 
 
Amounts reported for fiscal year 2019 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 3.56 percent to 3.62 
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percent. Single Equivalent Interest Rate, net of plan investment expense, including price inflation,   
increased from 3.63 percent to 3.70 percent. The health care cost trend assumptions changed as follows:  
 
Pre-Medicare 
  Fiscal year 2018  7.50 percent initially, decreasing to 4.00 percent 

Fiscal year 2019 7.25 percent initially, decreasing to 4.75 percent 
Medicare 
 Fiscal year 2018  5.50 percent initially, decreasing to 5.00 percent 

Fiscal year 2019 5.375 percent initially, decreasing to 4.75 percent 
 

Amounts reported for fiscal year 2018 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 2.92 percent to 3.56 
percent. Single Equivalent Interest Rate, net of plan investment expense, including price inflation,   
increased from 2.98 percent to 3.63 percent. 
 
Changes in Benefit Terms - SERS 

There have been no changes to the benefit provisions. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2019, the discount rate was increased from the blended rate of 4.13 percent to the long-term 
expected rate of return of 7.45 percent. Valuation year per capita health care costs were updated. Health 
care cost trend rates ranged from 6.00 percent to 11 percent initially and a 4.50 percent ultimate rate for 
fiscal year 2018 and changed for fiscal year 2019 to a range of -5.20 percent to 9.60 percent, initially and a 
4.00 ultimate rate. 
 
For fiscal year 2018, the blended discount rate was increased from 3.26 percent to 4.13 percent. Valuation 
year per capita health care costs were updated, and the salary scale was modified. The percentage of future 
retirees electing each option was updated based on current data and the percentage of future disabled retirees 
and terminated vested participants electing health coverage were decreased. The assumed mortality, 
disability, retirement, withdrawal and future health care cost trend rates were modified along with the 
portion of rebated prescription drug costs. 
 
Changes in Benefit Terms – STRS 
 
For fiscal year 2019, the subsidy multiplier for non-Medicare benefit recipients was increased from 1.9 
percent to 1.944 percent per year of service effective January 1, 2019. The non-Medicare frozen subsidy 
base premium was increased effective January 1, 2019 and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 1, 2020. 
 
For fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued for 
certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will be 
discontinued beginning January 2019. This was subsequently extended, see above paragraph.  
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December 15, 2019 
 
To the Board of Directors 
Riverside Community School, Inc. 
Hamilton County, Ohio 
3280 River Road 
Cincinnati, Ohio 45204 
 

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 
and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards  
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of Riverside Community 
School, Inc., Hamilton County, Ohio (the “School”) as of and for the year ended June 30, 2019, and the 
related notes to the financial statements, which collectively comprise the School’s basic financial 
statements, and have issued our report thereon dated December 15, 2019.  
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School’s internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate in 
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the School’s internal control. Accordingly, we 
do not express an opinion on the effectiveness of the School’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with 
governance. 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified. 
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Independent Auditor’s Report on Internal Control over Financial Reporting and on  

Compliance and Other Matters Based on an Audit of Financial Statements  
Performed in Accordance with Government Auditing Standards 

Page 2 of 2 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 
results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 

 
 
 
 
 

        Medina, Ohio 
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This is a true and correct copy of the report which is required to be filed in the Office of the 
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88 East Broad Street, Columbus, Ohio 43215 
Phone: 614-466-4514 or 800-282-0370 

www.ohioauditor.gov

 
 
 
Board of Directors 
Riverside Community School, Inc. 
3280 River Road 
Cincinnati, Ohio 45204 
 
We have reviewed the Independent Auditor's Report of the Riverside Community School, Inc., 
Hamilton County, prepared by Rea & Associates, Inc., for the audit period July 1, 2017 through 
June 30, 2018.  Based upon this review, we have accepted these reports in lieu of the audit 
required by Section 117.11, Revised Code. The Auditor of State did not audit the accompanying 
financial statements and, accordingly, we are unable to express, and do not express an opinion on 
them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Riverside Community School, Inc. is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
March 12, 2019  
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December 27, 2018 

 

To the Board of Directors  

Riverside Community School, Inc. 

Hamilton County, Ohio 

3280 River Road 

Cincinnati, Ohio 45204 

 

Independent Auditor's Report 

 

Report on the Financial Statements 

 

We have audited the accompanying financial statements of the Riverside Community School, Inc., 

Hamilton County, Ohio, (the “School”) as of and for the year ended June 30, 2018, and the related notes 

to the financial statements, which collectively comprise the School’s basic financial statements as listed in 

the table of contents. 

 

Management’s Responsibility for the Financial Statements 

 

Management is responsible for the preparation and fair presentation of these financial statements in 

accordance with accounting principles generally accepted in the United States of America; this includes 

the design, implementation, and maintenance of internal control relevant to the preparation and fair 

presentation of financial statements that are free from material misstatement, whether due to fraud or 

error. 

 

Auditor’s Responsibility 

 

Our responsibility is to express an opinion on these financial statements based on our audit. We 

conducted our audit in accordance with auditing standards generally accepted in the United States of 

America and the standards applicable to financial audits contained in Government Auditing Standards, 

issued by the Comptroller General of the United States. Those standards require that we plan and perform 

the audit to obtain reasonable assurance about whether the financial statements are free from material 

misstatement. 

 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 

the financial statements. The procedures selected depend on the auditor’s judgment, including the 

assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 

In making those risk assessments, the auditor considers internal control relevant to the School’s 

preparation and fair presentation of the financial statements in order to design audit procedures that are 

appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 

the School’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating 

the appropriateness of accounting policies used and the reasonableness of significant accounting estimates 

made by management, as well as evaluating the overall presentation of the financial statements. 

 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 

our audit opinion. 
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Riverside Community School, Inc. 

Independent Auditor’s Report 

Page 2 of 2 

 

Opinion 

 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 

financial position of the School, as of June 30, 2018, and the changes in its financial position and its cash 

flows for the year then ended in accordance with accounting principles generally accepted in the United 

States of America. 

 

Emphasis of a Matter  

 

As described in Note 3, the School restated the net position balance to account for the implementation of 

GASB Statement No. 75, Accounting and Financial reporting for Postemployment Benefits other than 

Pensions. Our opinion is not modified with respect to this matter. 

 

Other Matters 

 

Required Supplementary Information 

 

Accounting principles generally accepted in the United States of America require that the the 

Management’s Discussion and Analysis, Schedule of the School’s Proportionate Share of the Net Pension 

Liability, Schedule of the School’s Contributions-Pension, Schedule of the School’s Proportionate Share 

of the Net OPEB Liability, and Schedule of the School’s Contributions-OPEB on pages 3-7, 35, 36-37, 39 

and 40-41, respectively, be presented to supplement the basic financial statements. Such information, 

although not a part of the basic financial statements, is required by the Governmental Accounting 

Standards Board who considers it to be an essential part of financial reporting for placing the basic 

financial statements in an appropriate operational, economic, or historical context. We have applied 

certain limited procedures to the required supplementary information in accordance with auditing 

standards generally accepted in the United States of America, which consisted of inquiries of 

management about the methods of preparing the information and comparing the information for 

consistency with management’s responses to our inquiries, the basic financial statements, and other 

knowledge we obtained during our audit of the basic financial statements. We do not express an opinion 

or provide any assurance on the information because the limited procedures do not provide us with 

sufficient evidence to express an opinion or provide any assurance. 

 

Other Reporting Required by Government Auditing Standards 

 

In accordance with Government Auditing Standards, we have also issued our report dated December 27, 

2018 on our consideration of the School’s internal control over financial reporting and on our tests of its 

compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 

matters. The purpose of that report is solely to describe the scope of our testing of internal control over 

financial reporting and compliance and the results of that testing, and not to provide an opinion on the 

effectiveness of the School’s internal control over financial reporting or on compliance. That report is an 

integral part of an audit performed in accordance with Government Auditing Standards in considering the 

School’s internal control over financial reporting and compliance. 

 
               Medina, Ohio 
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The discussion and analysis of the Riverside Community School, Inc. (the School) financial performance 
provides an overall review of the School’s financial activities for the fiscal year ended June 30, 2018.  
The intent of this discussion and analysis is to look at the School’s financial performance as a whole; 
readers should also review the financial statements and the notes to the financial statements to enhance 
their understanding of the School’s financial performance.  
 
The Management’s Discussion and Analysis (MD&A) is an element of the reporting model adopted by 
the Governmental Accounting Standard Board (GASB) in their Statement No. 34 Basic Financial 
Statements – and Management’s Discussion and Analysis – for State and Local Governments issued June 
1999.  Certain comparative information between the current year and the prior year is required to be 
presented in the MD&A.   
 
Financial Highlights 
 

• In total, Net Position increased $996,586, which represents a 28.8 percent increase from 2017 
restated net position. 

 
• Total assets decreased $47,150, which represents a 16.6 percent decrease from 2017. 
 
• Total liabilities decreased $1,035,861, which represents a 32.9 percent decrease from 2017. 

 
• The School implemented GASB 75, which reduced beginning net position as previously reported 

by $490,795.  
 

• A decrease in net pension liability and net OPEB liability substantially decreased fringe benefits 
(reported as pension/OPEB expense) compared to fiscal year 2017. See further explanation after 
Table 1. 

 
The net pension liability (NPL) is the largest single liability reported by the School at June 30, 2018   and 
is reported pursuant to GASB Statement 68, Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27.   For fiscal year 2018, the School adopted GASB Statement 75, 
Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions, which 
significantly revises accounting for costs and liabilities related to other postemployment benefits (OPEB).  
For reasons discussed below, many end users of this financial statement will gain a clearer understanding 
of the School’s actual financial condition by adding deferred inflows related to pension and OPEB, the 
net pension liability and the net OPEB liability to the reported net position and subtracting deferred 
outflows related to pension and OPEB. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OPEB liability.  GASB 68 and 
GASB 75 take an earnings approach to pension and OPEB accounting; however, the nature of Ohio’s 
statewide pension/OPEB plans and state law governing those systems requires additional explanation in 
order to properly understand the information presented in these statements. 
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GASB 68 and GASB 75 require the net pension liability and the net OPEB liability to equal the School’s 
proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service  

2 Minus plan assets available to pay these benefits 
 
GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, 
benefits, and the promise of a future pension and other postemployment benefits.  GASB noted that the 
unfunded portion of this promise is a present obligation of the government, part of a bargained-for benefit 
to the employee, and should accordingly be reported by the government as a liability since they received 
the benefit of the exchange.  However, the School is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement systems to provide healthcare to eligible benefit recipients.  The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a 
specific, legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension/OPEB plan as against the public employer.  State law 
operates to mitigate/lessen the moral obligation of the public employer to the employee, because all 
parties enter the employment exchange with notice as to the law.  The retirement system is responsible for 
the administration of the pension and OPEB plans.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability.  As explained above, changes in benefits, 
contribution rates, and return on investments affect the balance of these liabilities, but are outside the 
control of the local government.  In the event that contributions, investment returns, and other changes are 
insufficient to keep up with required payments, State statute does not assign/identify the responsible party 
for the unfunded portion.  Due to the unique nature of how the net pension liability and the net OPEB 
liability are satisfied, these liabilities are separately identified within the long-term liability section of the 
statement of net position. 
 
In accordance with GASB 68 and GASB 75, the School’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB liability, respectively, not accounted for as 
deferred inflows/outflows.  
 
As a result of implementing GASB 75, the School is reporting a net OPEB liability and deferred 
inflows/outflows of resources related to OPEB on the accrual basis of accounting.  This implementation 
also had the effect of restating net position at June 30, 2017, from ($2,956,565) to ($3,447,360). 
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Using this Financial Report 
 
This report consists of three parts, the required supplemental information, the financial statements, and 
notes to the financial statements.  The financial statements include a Statement of Net Position, a 
Statement of Revenues, Expenses and Changes in Net Position, and a Statement of Cash Flows.  
 
Statement of Net Position 

 
The Statement of Net Position answers the question of how the School performed financially during 
2018.  This statement includes all assets, deferred outflows of resources, liabilities, deferred inflows of 
resources, and Net Position, both financial and capital and current and long-term using the accrual basis 
of accounting, which is the accounting used by most private-sector companies.  This basis of accounting 
takes into account all revenues and expenses during the year, regardless of when the cash is received or 
expended.  Table 1 provides a summary of the School’s Net Position for fiscal year 2018 and fiscal year 
2017. 

Restated
2018 2017

Assets
Current Assets 228,030$       274,062$       
Capital Assets, Net 8,719 9,837
Total Assets 236,749 283,899

Deferred Outflows 542,360 473,839

Liabilities
Current Liabilities 47,793 59,415
Long Term Liabilities 2,064,596 3,088,835
Total Liabilities 2,112,389 3,148,250

Deferred Inflows 1,117,494 1,056,848

Net Position
Investment in Capital Assets 8,719 9,837
Unrestricted (2,459,493) (3,457,197)
Total Net Position (2,450,774)$   (3,447,360)$   

(Table 1)
Statement of Net Position

 
Total assets decreased $47,150 from 2017. The decrease was primarily due to decreases in cash and cash 
equivalents, state aid receivable and grant funding receivable.  Long term liabilities decreased by 
$1,024,239 from 2017. The significant decrease in long term liabilities is largely the result of a change in 
benefit terms in which STRS reduced their COLA to zero coupled by a slight reduction in COLA benefits 
by SERS. The significant changes in pension and OPEB deferred outflows and pension deferred inflows 
are primarily from changes in proportionate share of contributions.  All components of pension and 
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OPEB accruals contribute to the fluctuations in deferred outflows/inflows and NPL/NOL and are 
described in more detail in their respective notes. 
 
Statement of Revenues, Expenses, and Changes in Net Position 
 
Table 2 shows the changes in Net Position for fiscal year 2018 and fiscal year 2017, as well as a listing of 
revenues and expenses.  
 

2018 2017

Operating Revenue 2,048,267$    2,207,690$    
Non-Operating Revenue 524,574 504,987
Total Revenue 2,572,841 2,712,677

Operating Expenses 1,576,255 2,543,945

Change In Net Position 996,586$       168,732$       

(Table 2)
Change in Net Position

 
The information necessary to restate the 2017 beginning balances and the 2017 OPEB expense amounts 
for the effects of the initial implementation of GASB 75 is not available. Therefore, 2017 functional 
expenses still include OPEB expense of $1,971 computed under GASB 45. GASB 45 required 
recognizing pension expense equal to the contractually required contributions to the plan. Under GASB 
75, OPEB expense represents additional amounts earned, adjusted by deferred inflows/outflows. The 
contractually required contribution is no longer a component of OPEB expense. Under GASB 75, the 
2018 statements report negative OPEB expense of $62,332. Consequently, in order to compare 2018 total 
program expenses to 2017, the following adjustments are needed: 
 

Total 2018 Program Expenses under GASB 75 1,576,255$        
Negative OPEB Expense under GASB 75 62,332
2018 Contractually Required Contribution 2,124

Adjusted 2018 Program Expenses 1,640,711
Total 2017 Program Expenses under GASB 45 2,543,945
Decrease in Program Expenses not Related to OPEB (903,234)$         

 
The School’s operating and non-operating revenues in 2018 were based on the School’s full-time 
equivalent (FTE) and the School’s federal grant funding received throughout the year. The decrease in 
School’s revenue and expenses was primarily caused by the decrease in student enrollment. The School’s 
most significant expense, “Purchased Services: Management Fees” also increased due to the increase in 
enrollment and as a result, more was paid to HA Riverside, LLC based on the management agreement.  
The agreement provides that specific percentages of the revenues received by the School will be paid to 
HA Riverside, LLC to fund operations. See financial highlights for explanation of fluctuation in operating 
expenses. The negative expense reported by Pension & OPEB was also caused by these accruals. 
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Capital Assets  
 
At the end of fiscal year 2018 the School had $8,719 invested in leasehold improvements and equipment, 
which represented a decrease of $1,118 from 2017. Table 3 shows the respective balances for both fiscal 
years 2018 and fiscal year 2017. 

 

2018 2017
Leasehold improvements 8,719$                 9,837$                 

Totals 8,719$                 9,837$                 

Capital Assets (Net of Depreciation)
(Table 3)

 
For more information on capital assets, see note 7 in the notes to the financial statements. 
 
Current Financial Issues 
 
The Riverside Community School, Inc. received revenue for 262 students in 2018. State law governing 
community schools allows for the School to have open enrollment across traditional school district 
boundaries.   
 
The School receives its support almost entirely from state aid.  Per pupil revenue for the School in fiscal 
year 2018 averaged $7,818.  The School receives additional revenues from grant subsidies. 
 
Although there is a continuing possibility that state aid will be cut in future years due to the economic 
climate, the School feels that the relationship with the management company will insulate them from any 
significant change.  The relationship brings stability to the School since specific percentages of revenues 
are payable to the management company (see notes to the financial statements, note 8). 
 
Contacting the School’s Financial Management 
 
This financial report is designed to provide our readers with a general overview of the School’s finances 
and to show the School’s accountability for the money it receives. If you have questions about this report 
or need additional information, contact the Fiscal Officer at 3320 West Market Street, Suite 300, 
Fairlawn, Ohio 44333. 
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ASSETS

Current Assets
Cash & Cash Equivalents 187,384$                    
Prepaid Insurance 1,455
Grant Funding Receivable 39,191

Total Current Assets 228,030

Noncurrent Assets
Capital Assets, Net 8,719

Total Assets 236,749

DEFERRED OUTFLOWS OF RESOURCES

Pension System 515,592
OPEB 26,768

Total Deferred Outflows of Resources 542,360

LIABILITIES

Current Liabilities
Accounts Payable 47,793

Long Term Liabilities
Net Pension Liability 1,693,486
Net OPEB Liability 371,110

Total Long Term Liabilities 2,064,596

Total Liabilities 2,112,389

DEFERRED INFLOWS OF RESOURCES

Pension System 1,035,497
OPEB 81,997

Total Deferred Inflows of Resources 1,117,494

NET POSITION

Invested In Capital Assets 8,719
Unrestricted Net Position (2,459,493)

Total Net Position (2,450,774)$                

Riverside Community School, Inc.

Statement of Net Position
June 30, 2018

Hamilton County, Ohio

8
See accompanying notes to the basic financial statements.

Attachment 26: Audited Financial Statements Page 4910



OPERATING REVENUES

State Basic Aid 1,981,182$                 
Facilities Aid 51,073
3rd Grade Reading Bonus 2,239
Casino 13,773

Total Operating Revenues 2,048,267

OPERATING EXPENSES

Purchased Services: Management Fees 1,956,095
Purchased Services: Grant Programs 504,961
Pension & OPEB (1,032,114)
Sponsorship Fees 59,493
Other Expenses 86,702
Depreciation 1,118

Total Operating Expenses 1,576,255

Operating Income (Loss) 472,012

NON-OPERATING REVENUE

Federal and State Grants 504,961
Miscellaneous 19,020
Interest 593

Total Non-Operating Revenue 524,574

Change In Net Position 996,586

Net Position Beginning of Year (Restated) (3,447,360)

Net Position End of Year (2,450,774)$                

Riverside Community School, Inc.

Statement of Revenues, Expenses, and Changes in Net Position
For the Fiscal Year Ended June 30, 2018

Hamilton County, Ohio

See accompanying notes to the basic financial statements.
9
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INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH FLOWS FROM OPERATING ACTIVITIES

Cash Received From State Aid 2,055,830$                  
Cash Payments To Suppliers For Goods And Services (2,574,636)

                                      
Net Cash Used For Operating Activities (518,806)

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Cash Received From Grant Programs 465,770
Cash Received From Miscellaneous Revenue 19,020

Net Cash Received From Noncapital Financing Activities 484,790

CASH FLOWS FROM INVESTING ACTIVITIES

Cash Received From Interest 593

Net Decrease in Cash and Cash Equivalents (33,422)

Cash and Cash Equivalents at Beginning of Year 220,806
                                    

Cash and Cash Equivalents at End of Year 187,384$                    

                                    
RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH
USED FOR OPERATING ACTIVITIES

Operating Income (Loss) 472,012$                     

ADJUSTMENTS TO RECONCILE OPERATING INCOME (LOSS) TO NET
CASH USED FOR OPERATING ACTIVITIES

Depreciation 1,118

Changes in Assets, Liabilities, and Deferred Outflows/Inflows:

Accounts Receivable 844
State Aid Receivable 9,394
Prepaids (17)
Deferred Outflows of Resources (68,521)
Deferred Inflows of Resources 60,646
Accounts Payable 43,663
Continuing Fees Payable (1,831)
Accrued Expense (11,875)
Net Pension/OPEB Liability (1,024,239)

                                      
Total Adjustments (990,818)

                                    
Net Cash Used For Operating Activities (518,806)$                   

For the Fiscal Year Ended June 30, 2018

Riverside Community School, Inc.
Hamilton County, Ohio
Statement of Cash Flows

10
See Accompanying Notes to the Basic Financial Statements
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NOTE 1 - DESCRIPTION OF THE SCHOOL AND REPORTING ENTITY 
 

Riverside Community School, Inc. (dba “Riverside Academy”) (the School) is a federal 501(c)(3) tax-exempt, 
state nonprofit corporation established pursuant to Ohio Rev. Code Chapters 3314 and 1702 to maintain and 
provide a school exclusively for any educational, literary, scientific and related teaching service. The School, 
which is part of the State’s education program, is independent of any school district.  The School may sue and 
be sued, acquire facilities as needed, and contract for any services necessary for the operation of the School.  

 
The School contracts with HA Riverside, LLC for most of its functions (see Note 8). 

 
The School signed a contract with Ohio Council of Community Schools (OCCS) (Sponsor) to operate through 
June 30, 2023.  The School operates under a self-appointing Board of Directors (the Board).  The School’s 
Code of Regulations specify that vacancies that arise on the Board will be filled by the appointment of a 
successor director by a majority vote of the then existing directors. The Board is responsible for carrying out 
the provisions of the contract with the Sponsor, which include, but are not limited to, state-mandated 
provisions regarding student population, curriculum, academic goals, performance standards, admission 
standards, and qualifications of teachers. The School has one instructional/support facility, which is leased by 
HA Riverside, LLC. The facility is staffed with teaching personnel employed by HA Riverside, LLC, who 
provide services to 262 students. 

 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The financial statements of the School have been prepared in conformity with generally accepted accounting 
principles as applied to governmental nonprofit organizations. The Governmental Accounting Standards Board 
(GASB) is the accepted standard-setting body for establishing governmental accounting and financial reporting 
principles. The more significant of the School’s accounting policies are described on the following pages. 
 
Basis Of Presentation 

 
The School’s financial statements consist of a Statement of Net Position, a Statement of Revenues, Expenses 
and Changes in Net Position, and a Statement of Cash Flows. Enterprise fund reporting focuses on the 
determination of the change in Net Position, financial position and cash flows. 

 
Auditor of State of Ohio Bulletin No. 2000-005 requires the presentation of all financial activity to be reported 
within one enterprise fund for year-end reporting purposes. Enterprise accounting is used to account for 
operations that are financed and operated in a manner similar to private business enterprises where the intent is 
that the costs (expenses) of providing goods or services to the general public on a continuing basis be financed 
or recovered primarily through user charges. 

 
Measurement Focus and Basis of Accounting 

 
The accounting and financial reporting treatment applied to a fund is determined by its measurement focus.  
Enterprise accounting uses a flow of economic resources measurement focus.  With this measurement focus, all 
assets and deferred outflows of resources as well as all liabilities and deferred inflows of resources are included 
on the Statement of Net Position.  Operating statements present increases (i.e., revenues) and decreases (i.e., 
expenses) in Net Position. The accrual basis of accounting is utilized for reporting purposes.  Revenues are 
recognized when they are earned, and expenses are recognized when they are incurred. 
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Budgetary Process 
 

Community schools are statutorily required to adopt a budget by Ohio Revised Code 3314.032(C).  However, 
unlike traditional public schools located in the State of Ohio, community schools are not required to follow the 
specific budgetary process and limits set forth in the Ohio Revised Code Chapter 5705, unless specifically 
provided in the contract between the School and its Sponsor. The contract between the School and its Sponsor 
does not require the School to follow the provisions Ohio Revised Code Chapter 5705; therefore, no budgetary 
information is presented in the basic financial statements.   
 
Cash and Cash Equivalents 

 
All cash received by the School is maintained in a demand deposit account and STAROhio. For purposes of 
the Statement of Cash Flows and for presentation on the Statement of Net Position, investments with an 
original maturity of three months or less at the time they are purchased are considered to be cash equivalents. 

 
During the year 2018, the School invested in STAR Ohio.  STAR Ohio (the State Treasury Asset Reserve of 
Ohio), is an investment pool managed by the State Treasurer’s Office which allows governments within the 
State to pool their funds for investment purposes.  STAR Ohio is not registered with the SEC as an investment 
company, but has adopted Governmental Accounting Standards Board (GASB), Statement No. 79, Certain 
External Investment Pools and Pool Participants.  The School measures their investment in STAR Ohio at the 
net asset value (NAV) per share provided by STAR Ohio. The NAV per share is calculated on an amortized 
cost basis that provides an NAV per share that approximates fair value. 
 
For the fiscal year 2018, there were no limitations or restrictions on any participant withdrawals due to 
redemption notice periods, liquidity fees, or redemption gates.  However, notice must be given 24 hours in 
advance of all deposits and withdrawals exceeding $25 million. STAR Ohio reserves the right to limit the 
transaction to $100 million, requiring the excess amount to be transacted the following business day(s), but 
only to the $100 million limit. All accounts of the participant will be combined for these purposes. 
 
Intergovernmental Revenues 

 
The School currently participates in the State Foundation Program, facilities aid, 3rd grade reading bonus and 
casino tax distributions, which are reflected under “Operating revenues” on the Statement of Revenues, 
Expenses, and Changes in Net Position.  Revenues received from these programs are recognized as operating 
revenue in the accounting period in which all eligibility requirements have been met. 

 
Non-exchange transactions, in which the School receives value without directly giving equal value in return, 
include grants, entitlements, and contributions. Grants, entitlements, and contributions are recognized as non-
operating revenues in the accounting period in which all eligibility requirements have been met. 
 
Eligibility requirements include timing requirements, which specify the year when the resources are required to 
be used or the fiscal year when use is first permitted; matching requirements, in which the School must provide 
local resources to be used for a specified purpose; and expenditure requirements, in which the resources are 
provided to the School on a reimbursement basis.   
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Capital Assets and Depreciation 
 

For purposes of recording capital assets, the Board has a capitalization threshold of $5,000.  
 

Depreciation is computed by the straight-line method over five years for “Equipment” and twenty years for 
“Leasehold Improvements”.  

 
Aside from those mentioned above, the School has no other capital assets, as the School operates under a 
management agreement with HA Riverside, LLC (see Note 8). 

 
Use of Estimates 

 
In preparing the financial statements, management is sometimes required to make estimates and assumptions 
that affect the reported amounts of assets and liabilities, the disclosure of contingent assets, deferred outflows 
of resources, liabilities and deferred inflows of resources at the date of the financial statements, and the 
reported amounts of revenues and expenses during the reporting period.  Actual results could differ from those 
estimates. 

 
Net Position 
 
Net Position represents the difference between assets and deferred outflows of resources, and liabilities and 
deferred inflows of resources.  Net Position consists of capital assets, net of accumulated depreciation, and 
unrestricted. The School applies restricted resources first when an expense is incurred for purposes for which 
both restricted and unrestricted net position is available. 
 
Operating Revenues And Expenses 
 
Operating revenues are those revenues that are generated directly from the School’s primary activities. For the 
School, these revenues are primarily state aid payments. Operating expenses are necessary costs incurred to 
provide the goods and services that are the primary activities of the School. Revenues and expenses not 
meeting this definition are reported as non-operating. 
 
Pensions and Other Postemployment Benefits (OPEB) 
 
For purposes of measuring the net pension/OPEB liability, deferred outflows of resources and deferred inflows 
of resources related to pension/OPEB, and pension/OPEB expense; information about the fiduciary net 
position of the pension/OPEB plans and additions to/deductions from their fiduciary net positon have been 
determined on the same basis as they are reported by the pension/OPEB plan.  For this purpose, benefit 
payments (including refunds of employee contributions) are recognized when due and payable in accordance 
with the benefit terms.  The pension/OPEB plans report investments at fair value. 
 
Deferred Outflows/Inflows of Resources  
 
In addition to assets, the statements of financial position will sometimes report a separate section for deferred 
outflows of resources. Deferred outflows of resources represent a consumption of net position that applies to a 
future period and will not be recognized as an outflow of resources (expense/expenditure) until then. For the 
School, deferred outflows of resources are reported on the statement of net position for pension and OPEB. 
The deferred outflows of resources related to pension and OPEB plans are explained in Notes 11 and 12. 
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In addition to liabilities, the statements of financial position report a separate section for deferred inflows of 
resources. Deferred inflows of resources represent an acquisition of net position that applies to a future period 
and will not be recognized until that time. For the School, deferred inflows of resources include pension and 
OPEB, which are reported on the statement of net position. (See Notes 11 and 12). 

 
Prepaid 

 
Payments made to vendors for services that will benefit periods beyond June 30, 2018, are recorded as prepaid 
items using the consumption method. A current asset for the prepaid amount is recorded at the time of purchase 
and an expenditure/expense is reported in the year which services are consumed.  

 
NOTE 3 – IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES AND RESTATEMENT OF  
NET POSITION 
 
For the fiscal year ended June 30, 2018, the School has implemented Governmental Accounting Standards 
Board (GASB) Statement No. 75, Accounting and Financial reporting for Postemployment Benefits other than 
Pensions, GASB Statement No. 81, Irrevocable Split-Interest Agreements, GASB Statement No. 85, Omnibus 
2017 and GASB Statement No. 86, Certain Debt Extinguishments. 
 
GASB Statement No. 75 requires recognition of the entire net postemployment benefits other than pensions 
(other postemployment benefits or OPEB) liability and a more comprehensive measure of postemployment 
benefits expense for OPEB provided to the employees of state and local governmental employers through 
OPEB plans that are administered through trusts or equivalent arrangements. The implementation of GASB 
Statement No. 75 resulted in the inclusion of net OPEB liability and OPEB expense components on the 
financial statements.  See below for the effect on net position as previously reported. 
  

Net Position, June 30, 2017 (2,956,565)$       
Adjustments:

Net OPEB Liability (492,766)
Deferred Outflow-Payments Subsequent to Measurement Date 1,971

Restated Net Position, July 1, 2017 (3,447,360)$       

 
Other than employer contributions subsequent to the measurement date, the School made no restatement for 
deferred inflows/outflows of resources as the information needed to generate these restatements was not 
available. 
 
GASB Statement No. 81 requires that a government that receives resources pursuant to an irrevocable split-
interest agreement recognize assets, liabilities, and deferred inflows of resources at the inception of the 
agreement. Furthermore, it requires that a government recognize assets representing its beneficial interests in 
irrevocable split-interest agreements that are administered by a third party, if the government controls the 
present service capacity of the beneficial interests. This Statement also requires that a government recognize 
revenue when the resources become applicable to the reporting period.  The implementation of GASB 
Statement No. 81 did not have an effect on the financial statements of the School. 
 
GASB Statement No. 85 addresses a variety of topics including issues related to blending component units, 
goodwill, fair value measurement and application, and postemployment benefits. These changes were 
incorporated in the School’s fiscal year 2018 financial statements; however, there was no effect on beginning 
net position/fund balance.  
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GASB Statement No. 86 addresses the reporting and disclosure requirements of certain debt extinguishments 
including in-substance defeasance transactions and prepaid insurance associated with debt that is extinguished. 
The implementation of GASB Statement No. 86 did not have an effect on the financial statements of the 
School. 
 
NOTE 4 - DEPOSITS AND INVESTMENTS 

 
Protection of the School’s deposits is provided by the Federal Deposit Insurance Corporation (FDIC), by 
eligible securities pledged by the financial institution as security for repayment, or by the financial institutions 
participation in the Ohio Pooled Collateral System (OPCS), a collateral pool of eligible securities deposited 
with a qualified trustee and pledged to the Treasurer of State to secure the repayment of all public monies 
deposited in the financial institution. 
 
Investments 

 
As of June 30, 2018, the School had the following investment: 

 

Investment Type
Measurement

Value

Investment Maturity
3 Months
or Less

Percentage of
Total

STAROhio 41,154$                  41,154$                     100%

 
Interest Rate Risk:  As a means of limiting its exposure to fair value losses arising from rising interest rates and 
according to state law, the School’s investment policy limits investment portfolio maturities to five years or 
less.  
 
Credit Risk:  STAR Ohio is an investment pool operated by the Ohio State Treasurer. It is unclassified since it 
is not evidenced by securities that exist in physical or book entry form. Ohio law requires STAR Ohio maintain 
the highest rating provided by at least one nationally recognized standard rating service. The weighted average 
of maturity of the portfolio held by STAR Ohio as of June 30, 2018, is 49 days and carries a rating of AAAm 
by S&P Global Ratings. 
 
Concentration of Credit Risk:  The School places no limit on the amount that may be invested in any one 
issuer.   
 
NOTE 5 - GRANT FUNDING RECEIVABLE 
 
The School has recorded “Grant Funding Receivable” in the amount of $39,191 to account for the remainder 
of State and Federal awards allocated to the School, but not received as of June 30, 2018.  
 
NOTE 6 - RISK MANAGEMENT 

 
Property and Liability - The School is exposed to various risks of loss related to torts; theft or damage to, and 
destruction of assets; errors and omissions; injuries to employees; and natural disasters. As part of its 
management agreement with HA Riverside, LLC, HA Riverside, LLC has contracted with an insurance 
company for property and general liability insurance pursuant to the management agreement (see Note 8).  
There was no significant reduction in insurance coverage from the prior year and claims have not exceeded 
insurance coverage over the past three years.   
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Director and Officer - Coverage has been purchased by the School with a $1,000,000 aggregate limit and a 
$25,000, $50,000, or $100,000 deductible, depending on the claim. 
 
NOTE 7 - CAPITAL ASSETS AND DEPRECIATION 

 
For the year ended June 30, 2018, the School’s capital assets consisted of the following:  
 

Balance 
06/30/17 Additions Deletions

Balance 
06/30/18

Capital Assets
Being Depreciated:
Leasehold Improvements 22,356$         $           -    $           -   22,356$        
Equipment 82,323                        -                 -   82,323          

104,679                      -                 -   104,679        

Less Accumulated 
Leasehold Improvements (12,520)                (1,118)               -   (13,638)         
Equipment (82,322)                       -                 -   (82,322)         
Total Accumulated
Depreciation (94,842)         (1,118)       -           (95,960)         

Total Capital Assets Being
Depreciated 9,837$          (1,118)$      $             - 8,719$          

Total Capital Assets Being 
Depreciated

 
NOTE 8 -AGREEMENT WITH HA RIVERSIDE, LLC 

 
Effective June 1, 2005, the School entered into a revised management agreement (Agreement) with HA 
Riverside, LLC, which is an educational consulting and Management Company. The agreement was amended 
again in 2014 for successive three year terms, ongoing unless one party notifies the other party on or before the 
February 1st prior to the expiration of the then-current term of its intention to not renew the Agreement.  This 
agreement expires at the end of 2020. Substantially all functions of the School have been contracted to HA 
Riverside, LLC.  HA Riverside, LLC is responsible and accountable to the School’s Board of Directors for the 
administration and operation of the School. The School is required to pay HA Riverside, LLC a monthly 
continuing fee of 95.5 percent of the School's “Qualified Gross Revenues”, as that term is defined in the 
Agreement.  The continuing fee is paid to HA Riverside, LLC based on the qualified gross revenues.  
 
The School had purchased service expenses for the year ended June 30, 2018, to HA Riverside, LLC of 
$2,461,056. HA Riverside, LLC will be responsible for all costs incurred in providing the educational program 
at the School, which include but are not limited to, salaries and benefits of all personnel, curriculum materials, 
textbooks, library books, computers and other equipment, software, supplies, building payments, maintenance, 
capital, and insurance. 
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NOTE 9 - SPONSORSHIP FEES 
 
Included in the sponsor contract with Ohio Council of Community Schools (OCCS) (Sponsor), it states that the 
School will pay the Sponsor three percent (3%) of the total state funds received each year, in consideration for 
the time, organization, oversight, fees and costs of the Sponsor pursuant to the sponsor contract. Such fees are 
paid to the the Sponsor monthly.  As indicated on the Statement of Revenues, Expenses, and Changes in Net 
Position, the School incurred $59,493 in sponsorship fees to the Sponsor. 
 
NOTE 10 - MANAGEMENT COMPANY EXPENSES 
 
As of June 30, 2018 (see Note 8), HA Riverside, LLC and its affiliates incurred the following expenses on 
behalf of the School: 
 

Regular 
Instruction

(1100 Function 
Codes)

Special 
Instruction

(1200 Function 
Codes)

Support 
Services

(2000 Function 
Codes)

Non-Instructional 
(3000 through 
7000 Function 

Codes)

Total

Direct Expenses: 
Salaries & Wages (100 Object Codes) 661,145$        -$                139,581$        -$                     800,726$    
Employees’ Benefits (200 Object Codes) 189,473          -                  60,178            -                       249,651      
Professional & Technical Services (410 Object Codes) 5,630              235,621          241,118          -                       482,369      
Property Services (420 Object Codes) -                  -                  239,822          -                       239,822      
Utilities (450 Object Codes) -                  -                  55,275            -                       55,275        
Contracted Craft or Trade Services (460 Object Codes) -                  -                  -                  126,265               126,265      
Transportation (480 Object Codes) -                  -                  21,352            -                       21,352        
Supplies (500 Object Codes) 59,875            1,817              32,959            -                       94,651        
Other Direct Costs (All Other Object Codes) -                  -                  135,205          -                       135,205      
Indirect Expenses: 
Overhead -                  -                  250,555          -                       250,555      
  
Total Expenses 916,123$        237,438$        1,176,045$     126,265$             2,455,871$ 

 
Overhead charges are assigned to the School based on a percentage of revenue.  These charges represent the 
indirect cost of services provided in the operation of the School.  Such services include, but are not limited to 
facilities management, equipment, operational support services, management and management consulting, 
board relations, human resources management, training and orientation, financial reporting and compliance, 
purchasing and procurement, education services, technology support, marketing and communications.  
 
NOTE 11 - DEFINED BENEFIT PENSION PLANS 
 
Net Pension Liability 
 
The net pension liability reported on the statement of net position represents a liability to employees for 
pensions. Pensions are a component of exchange transactions—between an employer and its employees—of 
salaries and benefits for employee services.  Pensions are provided to an employee—on a deferred-payment 
basis—as part of the total compensation package offered by an employer for employee services each financial 
period.  The obligation to sacrifice resources for pensions is a present obligation because it was created as a 
result of employment exchanges that already have occurred. 
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The net pension liability represents the School’s proportionate share of each pension plan’s collective actuarial 
present value of projected benefit payments attributable to past periods of service, net of each pension plan’s 
fiduciary net position.  The net pension liability calculation is dependent on critical long-term variables, 
including estimated average life expectancies, earnings on investments, cost of living adjustments and others.  
While these estimates use the best information available, unknowable future events require adjusting this 
estimate annually.   

 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The School 
cannot control benefit terms or the manner in which pensions are financed; however, the School does receive 
the benefit of employees’ services in exchange for compensation including pension.  

 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from employee 
services; and (2) State statute requires all funding to come from these employers.  All contributions to date 
have come solely from these employers (which also includes costs paid in the form of withholdings from 
employees).  State statute requires the pension plans to amortize unfunded liabilities within 30 years.  If the 
amortization period exceeds 30 years, each pension plan’s board must propose corrective action to the State 
legislature.  Any resulting legislative change to benefits or funding could significantly affect the net pension 
liability.  Resulting adjustments to the net pension liability would be effective when the changes are legally 
enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability on 
the accrual basis of accounting.  Any liability for the contractually-required pension contribution outstanding at 
the end of the year is included in accounts payable. 

 
Plan Description - School Employees Retirement System (SERS) 
 
Plan Description – School non-teaching employees participate in SERS, a statewide, cost-sharing multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability and 
survivor benefits to plan members and beneficiaries.  Authority to establish and amend benefits is provided by 
Ohio Revised Code Chapter 3309.  SERS issues a publicly available, stand-alone financial report that includes 
financial statements, required supplementary information and detailed information about SERS’ fiduciary net 
position.  That report can be obtained by visiting the SERS website at www.ohsers.org under Employers/Audit 
Resources.  
 
Age and service requirements for retirement are as follows: 
  

Eligible to Retire on or before Eligible to Retire on or after
August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.  
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that varies 
based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of service credit 
over 30.  Final average salary is the average of the highest three years of salary. 
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When a benefit recipient has received benefits for 12 months, an annual COLA is provided. This COLA is 
calculated on the base retirement benefit at the date of retirement and is not compounded. For those retiring 
prior to January 7, 2013, the COLA will continue to be a three percent simple annual COLA. For those retiring 
after January 7, 2013, beginning in calendar year 2019, the COLA will be based on the average percentage 
increase in the Consumer Price Index, capped at three percent. 
  
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and the 
School is required to contribute 14 percent of annual covered payroll.  The contribution requirements of plan 
members and employers are established and may be amended by the SERS’ Retirement Board up to statutory 
maximum amounts of 10 percent for plan members and 14 percent for employers.  The Retirement Board, 
acting with the advice of the actuary, allocates the employer contribution rate among four of the System’s 
funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care Fund).  For the fiscal year 
ended June 30, 2018, the allocation to pension, death benefits, and Medicare B was 14 percent.  SERS 
allocated 0.5 percent of employer contributions to the Health Care Fund for fiscal year 2018. 
 
The School’s contractually required contribution to SERS was $20,595 for fiscal year 2018.  
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS issues a 
stand-alone financial report that includes financial statements, required supplementary information and detailed 
information about STRS’ fiduciary net position.  That report can be obtained by writing to STRS, 275 E. 
Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the STRS Web site at 
www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined Contribution 
(DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307.  The DB plan 
offers an annual retirement allowance based on final average salary multiplied by a percentage that varies 
based on years of service.  Effective August 1, 2015, the calculation was 2.2 percent of final average salary for 
the five highest years of earnings multiplied by all years of service. Members are eligible to retire at age 60 
with five years of qualifying service credit, or at age 55 with 26 years of service, or 31 years of service 
regardless of age.  Eligibility changes will be phased in until August 1, 2026, when retirement eligibility for 
unreduced benefits will be five years of service credit and age 65, or 35 years of service credit and at least age 
60. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by the 
member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined benefit 
unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination of 
employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent of 
the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
Member contributions to the DC Plan are allocated among investment choices by the member, and 
contributions to the DB Plan from the employer and the member are used to fund the defined benefit payment 
at a reduced level from the regular DB Plan. The defined benefit portion of the Combined Plan payment is 
payable to a member on or after age 60 with five years of service. The defined contribution portion of the 
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account may be taken as a lump sum payment or converted to a lifetime monthly annuity after termination of 
employment at age 50 or later. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer to 
another STRS plan.  The optional annuitization of a member’s defined contribution account or the defined 
contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS bearing the 
risk of investment gain or loss on the account.  STRS has therefore included all three plan options as one 
defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be disabled 
may qualify for a disability benefit.  Eligible survivors of members who die before service retirement may 
qualify for monthly benefits.  New members on or after July 1, 2013, must have at least ten years of qualifying 
service credit to apply for disability benefits.  Members in the DC Plan who become disabled are entitled only 
to their account balance.  If a member of the DC Plan dies before retirement benefits begin, the member’s 
designated beneficiary is entitled to receive the member’s account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers Retirement 
Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 30, 2018, plan 
members were required to contribute 14 percent of their annual covered salary. The School was required to 
contribute 14 percent; the entire 14 percent was the portion used to fund pension obligations.  The fiscal year 
2018 contribution rates were equal to the statutory maximum rates. 

 
The School’s contractually required contribution to STRS was $87,707 for fiscal year 2018.   
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
 
The net pension liability was measured as of June 30, 2017, and the total pension liability used to calculate the 
net pension liability was determined by an independent actuarial valuation as of that date. The School's 
employer allocation percentage of the net pension liability was based on the employer’s share of employer 
contributions in the pension plan relative to the total employer contributions of all participating employers. 
Following is information related to the proportionate share and pension expense: 
 

SERS STRS Total
Proportion of the Net Pension Liability:

Current Measurement Date 0.00568640% 0.00569869%
Prior Measurement Date 0.00540950% 0.00657289%

Change in Proportionate Share 0.00027690% -0.00087420%

Proportionate Share of the Net 
  Pension Liability 339,750$             1,353,736$           1,693,486$         
Pension Expense (66,489)$              (792,867)$            (859,356)$           

 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to the 
difference between projected and actual investment earnings, differences between expected and actual actuarial 
experience, changes in assumptions and changes in the School’s proportion of the collective net pension 
liability. The deferred outflows and deferred inflows are to be included in pension expense over current and 
future periods. The difference between projected and actual investment earnings is recognized in pension 
expense using a straight line method over a five year period beginning in the current year. Deferred outflows 
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and deferred inflows resulting from changes in sources other than differences between projected and actual 
investment earnings are amortized over the average expected remaining service lives of all members (both 
active and inactive) using the straight line method. Employer contributions to the pension plan subsequent to 
the measurement date are also required to be reported as a deferred outflow of resources.  
 
At June 30, 2018 the School reported deferred outflows of resources and deferred inflows of resources related 
to pensions from the following sources:  
 

SERS STRS Total
Deferred Outflows of Resources
Differences between Expected and 
  Actual Experience 14,621$               52,276$               66,897$             
Changes of Assumptions 17,569 296,077 313,646
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 11,701 15,046 26,747
School Contributions Subsequent to the 
  Measurement Date 20,595 87,707 108,302
Total Deferred Outflows of Resources 64,486$               451,106$             515,592$           

Deferred Inflows of Resources
Differences between Expected and 
  Actual Experience 0$                       10,910$               10,910$             
Net Difference between Projected and 
  Actual Earnings on Pension Plan Investments 1,611 44,677 46,288
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 93,797 884,502 978,299
Total Deferred Inflows of Resources 95,408$               940,089$             1,035,497$         

 
$108,302 reported as deferred outflows of resources related to pension resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net pension liability in the fiscal 
year ending June 30, 2019.  Other amounts reported as deferred outflows of resources and deferred inflows of 
resources related to pension will be recognized in pension expense as follows:  
 

SERS STRS Total
Fiscal Year Ending June 30:

2019 (40,656)$              (209,238)$            (249,894)$          
2020 (11,273) (148,465) (159,738)
2021 8,333 (191,202) (182,869)
2022 (7,921) (27,785) (35,706)

(51,517)$              (576,690)$            (628,207)$          
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Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67, as 
part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations of an 
ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment terminations).  Actuarially determined amounts are subject to continual review and 
potential modifications, as actual results are compared with past expectations and new estimates are made 
about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time of each 
valuation and the historical pattern of sharing benefit costs between the employers and plan members to that 
point. The projection of benefits for financial reporting purposes does not explicitly incorporate the potential 
effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations will 
take into account the employee's entire career with the employer and also take into consideration the benefits, if 
any, paid to the employee after termination of employment until the death of the employee and any applicable 
contingent annuitant. In many cases, actuarial calculations reflect several decades of service with the employer 
and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial valuation, 
prepared as of June 30, 2017, are presented below: 
 
Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
COLA or Ad Hoc COLA 2.50 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)  
 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with fully 
generational projection and a five year age set-back for both males and females.  Mortality among service 
retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with fully 
generational projection with Scale BB, 120 percent of male rates and 110 percent of female rates.  Mortality 
among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 percent for male rates 
and 100 percent for female rates, set back five years is used for the period after disability retirement.  
 
The actuarial assumptions used in the June 30, 2017 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, payroll 
growth assumption and assumed real wage growth were reduced in the most recent actuarial valuation.  The 
rates of withdrawal, retirement and disability updated to reflect recent experience and mortality rates were also 
updated. 
 
The long-term return expectation for the Pension Plan Investments has been determined by using a building-
block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  A forecasted 
rate of inflation serves as the baseline for the return expectation.  Various real return premiums over the 
baseline inflation rate have been established for each asset class.  The long-term expected nominal rate of 
return has been determined by calculating an arithmetic weighted average of the expected real return premiums 
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for each asset class, adding the projected inflation rate, and adding the expected return from rebalancing 
uncorrelated asset classes. The target allocation and best estimates of arithmetic real rates of return for each 
major assets class are summarized in the following table: 

Asset Class
Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return

 
 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers and 
from the members would be computed based on contribution requirements as stipulated by State statute.  
Projected inflows from investment earnings were calculated using the long-term assumed investment rate of 
return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position was projected to be 
available to make all future benefit payments of current plan members.  Therefore, the long-term expected rate 
of return on pension plan investments was applied to all periods of projected benefits to determine the total 
pension liability.   
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount Rate 
Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact the 
following table presents the School’s proportionate share of the net pension liability calculated using the 
discount rate of 7.50 percent, as well as what each plan’s net pension liability would be if it were calculated 
using a discount rate that is one percentage point lower (6.50 percent), or one percentage point higher (8.50 
percent) than the current rate. 

1% Decrease
(6.50%)

Current 
Discount Rate

(7.50%)
1% Increase 

(8.50%)
School's Proportionate Share
  of the Net Pension Liability 471,484$             339,750$             229,395$            

 
Actuarial Assumptions - STRS 
 
The total pension liability in the June 30, 2017, actuarial valuation was determined using the following 
actuarial assumptions, applied to all periods included in the measurement:  
 

Inflation 2.50 percent
Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Cost-of-Living Adjustments 0.00 percent effective July 1, 2017  
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Post-retirement mortality rates for healthy retirees are based on the RP-2014 Annuitant Mortality Table with 50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 
80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality improvement 
scale MP-2016. Post-retirement disabled mortality rates are based on the RP-2014 Disabled Mortality Table 
with 90 percent of rates for males and 100 percent of rates for females, projected forward generationally using 
mortality improvement scale MP-2016. Pre-retirement mortality rates are based on RP-2014 Employee 
Mortality Table, projected forward generationally using mortality improvement scale MP-2016. 
 
Actuarial assumptions used in the July 1, 2017, valuation are based on the results of an actuarial experience 
study for the period July 1, 2011 through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on the 
target allocation adopted by the Retirement Board. The target allocation and long-term expected rate of return 
for each major asset class are summarized as follows:  
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected

 
 

*The target allocation percentage is effective as of July 1, 2017. Target weights will be phased in over a 24-
month period concluding on July 1, 2019. 
 
**Ten year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25 
percent and does not include investment expenses. Over a 30-year period, STRS’ investment consultant 
indicates that the above target allocations should generate a return above the actuarial rate of return, without 
net value added by management. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 30, 
2017. The projection of cash flows used to determine the discount rate assumes member and employer 
contributions will be made at the statutory contribution rates in accordance with rate increases described above. 
 For this purpose, only employer contributions that are intended to fund benefits of current plan members and 
their beneficiaries are included. Based on those assumptions, STRS’ fiduciary net position was projected to be 
available to make all projected future benefit payments to current plan members as of June 30, 2017. 
Therefore, the long-term expected rate of return on pension plan investments of 7.45 percent was applied to all 
periods of projected benefit payments to determine the total pension liability as of June 30, 2017. 
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount Rate 
The following table presents the School's proportionate share of the net pension liability as of June 30, 2017, 
calculated using the current period discount rate assumption of 7.45 percent, as well as what the School's 
proportionate share of the net pension liability would be if it were calculated using a discount rate that is one-
percentage-point lower (6.45 percent) or one-percentage-point higher (8.45 percent) than the current 
assumption:  
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1% Decrease
(6.45%)

Current 
Discount Rate

(7.45%)
1% Increase 

(8.45%)
School's Proportionate Share
  of the Net Pension Liability 1,940,535$           1,353,736$           859,446$            
 
Assumption Changes since the Prior Measurement Date 
The Retirement Board approved several changes to the actuarial assumptions in 2017. The long term expected 
rate of return was reduced from 7.75 percent to 7.45 percent, the inflation assumption was lowered from 2.75 
percent to 2.50 percent, the payroll growth assumption was lowered to 3.00 percent, and total salary increases 
rate was lowered by decreasing the merit component of the individual salary increases, in addition to a decrease 
of 0.25 percent due to lower inflation. The healthy and disabled mortality assumptions were updated to the RP-
2014 mortality tables with generational improvement scale MP-2016. Rates of retirement, termination and 
disability were modified to better reflect anticipated future experience. 
 
Benefit Term Changes since the Prior Measurement Date 
Effective July 1, 2017, the COLA was reduced to zero.  
 
NOTE 12 - DEFINED BENEFIT OPEB PLANS 
 
Net OPEB Liability 

 
The net OPEB liability reported on the statement of net position represents a liability to employees for OPEB. 
OPEB is a component of exchange transactions-–between an employer and its employees—of salaries and 
benefits for employee services.  OPEB are provided to an employee—on a deferred-payment basis—as part of 
the total compensation package offered by an employer for employee services each financial period.  The 
obligation to sacrifice resources for OPEB is a present obligation because it was created as a result of 
employment exchanges that already have occurred. 

 
The net OPEB liability represents the School’s proportionate share of each OPEB plan’s collective actuarial 
present value of projected benefit payments attributable to past periods of service, net of each OPEB plan’s 
fiduciary net position.  The net OPEB liability calculation is dependent on critical long-term variables, 
including estimated average life expectancies, earnings on investments, cost of living adjustments and others.  
While these estimates use the best information available, unknowable future events require adjusting these 
estimates annually.   

 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The School 
cannot control benefit terms or the manner in which OPEB are financed; however, the School does receive the 
benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the liability is solely the obligation of the employer, because they benefit from employee 
services.  OPEB contributions come from these employers and health care plan enrollees which pay a portion 
of the health care costs in the form of a monthly premium.  The Ohio revised Code permits, but does not 
require the retirement systems to provide healthcare to eligible benefit recipients. Any change to benefits or 
funding could significantly affect the net OPEB liability. Resulting adjustments to the net OPEB liability 
would be effective when the changes are legally enforceable. The retirement systems may allocate a portion of 
the employer contributions to provide for these OPEB benefits. 
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The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB liability on the 
accrual basis of accounting.  Any liability for the contractually-required OPEB contribution outstanding at the 
end of the year is included in accounts payable. 

 
Plan Description - School Employees Retirement System (SERS) 
 
Health Care Plan Description - The School contributes to the SERS Health Care Fund, administered by SERS 
for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a cost-
sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare benefits to 
eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible dependents. 
Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most types of purchased 
credit, to qualify to participate in SERS’ health care coverage. In addition to age and service retirees, disability 
benefit recipients and beneficiaries who are receiving monthly benefits due to the death of a member or retiree, 
are eligible for SERS’ health care coverage. Most retirees and dependents choosing SERS’ health care 
coverage are over the age of 65 and therefore enrolled in a fully insured Medicare Advantage plan; however, 
SERS maintains a traditional, self-insured preferred provider organization for its non-Medicare retiree 
population. For both groups, SERS offers a self-insured prescription drug program. Health care is a benefit that 
is permitted, not mandated, by statute.  The financial report of the Plan is included in the SERS Comprehensive 
Annual Financial Report which can be obtained on SERS’ website at www.ohsers.org under Employers/Audit 
Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the Ohio 
Revised Code. The Health Care Fund was established and is administered in accordance with Internal Revenue 
Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any health plan or 
program. Active employee members do not contribute to the Health Care Plan.  The SERS Retirement Board 
established the rules for the premiums paid by the retirees for health care coverage for themselves and their 
dependents or for their surviving beneficiaries.  Premiums vary depending on the plan selected, qualified years 
of service, Medicare eligibility, and retirement status.   
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer contributions.  
Each year, after the allocation for statutorily required pensions and benefits, the Retirement Board may allocate 
the remainder of the employer contribution of 14 percent of covered payroll to the Health Care Fund in 
accordance with the funding policy. For fiscal year 2018, .5 percent of covered payroll was made to health 
care. An additional health care surcharge on employers is collected for employees earning less than an 
actuarially determined minimum compensation amount, pro-rated if less than a full year of service credit was 
earned. For fiscal year 2018, this amount was $23,700. Statutes provide that no employer shall pay a health 
care surcharge greater than 2 percent of that employer’s SERS-covered payroll; nor may SERS collect in 
aggregate more than 1.5 percent of the total statewide SERS-covered payroll for the health care surcharge.  For 
fiscal year 2018, the School’s surcharge obligation was $1,361.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total amount 
assigned to the Health Care Fund. The School’s contractually required contribution to SERS was $2,124 for 
fiscal year 2018.   Of this amount $1,361 is reported as an accounts payable. 
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
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fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part B 
premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the report of 
STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed by 
STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees, for the most recent year, pay a portion of the health care costs in the form of a monthly premium.  
Under Ohio law, funding for post-employment health care may be deducted from employer contributions, 
currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2018, STRS did not allocate any 
employer contributions to post-employment health care.   
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB  
 
The net OPEB liability was measured as of June 30, 2017, and the total OPEB liability used to calculate the net 
OPEB liability was determined by an actuarial valuation as of that date. The School's proportion of the net 
OPEB liability was based on the School's share of contributions to the respective retirement systems relative to 
the contributions of all participating entities.  Following is information related to the proportionate share and 
OPEB expense: 

 
SERS STRS Total

Proportion of the Net OPEB Liability
Current Measurement Date 0.00554330% 0.00569869%
Prior Measurement Date 0.00495535% 0.00657289%

Change in Proportionate Share 0.00058795% -0.00087420%

Proportionate Share of the Net OPEB Liability 148,768$             222,342$             371,110$             
OPEB Expense 12,194$               (74,526)$              (62,332)$               

 
At June 30, 2018, the School reported deferred outflows of resources and deferred inflows of resources related 
to OPEB from the following sources:  
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SERS STRS Total
Deferred Outflows of Resources
Differences between Expected and 
  Actual Experience 0$                       12,835$               12,835$               
Changes in Proportionate Share and Differences 
  between School Contributions and
  Proportionate Share of Contributions 11,809 0 11,809
School Contributions Subsequent to the 
  Measurement Date 2,124 0 2,124
Total Deferred Outflows of Resources 13,933$               12,835$               26,768$               

Deferred Inflows of Resources
Net Difference between Projected and 
  Actual Earnings on OPEB Plan Investments 393$                   9,503$                 9,896$                 
Changes of Assumptions 14,117 17,910 32,027
Changes in Proportionate Share and Differences 
  between School Contributions and
  Proportionate Share of Contributions 0 40,074 40,074
Total Deferred Inflows of Resources 14,510$               67,487$               81,997$               

 
$2,124 reported as deferred outflows of resources related to OPEB resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the year 
ending June 30, 2019.  Other amounts reported as deferred outflows of resources and deferred inflows of 
resources related to OPEB will be recognized in OPEB expense as follows:  
 

SERS STRS Total
Fiscal Year Ending June 30:

2019 (935)$                  (9,901)$               (10,836)$              
2020 (935) (9,901) (10,836)
2021 (732) (9,901) (10,633)
2022 (99) (9,900) (9,999)
2023 0 (7,525) (7,525)

Thereafter 0 (7,524) (7,524)

(2,701)$               (54,652)$              (57,353)$              
 

Actuarial Assumptions - SERS 
 
The total OPEB liability is determined by SERS’ actuaries in accordance with GASB Statement No. 74, as part 
of their annual actuarial valuation for each retirement plan. Actuarial valuations of an ongoing plan involve 
estimates of the value of reported amounts (e.g., salaries, credited service) and assumptions about the 
probability of occurrence of events far into the future (e.g., mortality, disabilities, retirements, employment 
terminations). Actuarially determined amounts are subject to continual review and potential modifications, as 
actual results are compared with past expectations and new estimates are made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time of each 
valuation and the historical pattern of sharing benefit costs between the employers and plan members to that 
point. The projection of benefits for financial reporting purposes does not explicitly incorporate the potential 
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effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations will 
take into account the employee's entire career with the employer and also take into consideration the benefits, if 
any, paid to the employee after termination of employment until the death of the employee and any applicable 
contingent annuitant. In many cases, actuarial calculations reflect several decades of service with the employer 
and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total OPEB liability in the latest actuarial valuation date 
of June 30, 2017, are presented below: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Municipal Bond Index Rate

Measurement Date 3.56 percent
Prior Measurement Date 2.92 percent

Single Equivalent Interest Rate
Measurement Date 3.63 percent, net of plan investment expense, including price inflation
Prior Measurement Date 2.98 percent, net of plan investment expense, including price inflation

Medical Trend Assumption
Medicare 5.50 percent - 5.00 percent
Pre-Medicare 7.50 percent - 5.00 percent  

 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection and 
Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality Table with 
90 percent for male rates and 100 percent for female rates set back five years. 
 
The most recent experience study was completed for the five year period ended June 30, 2015.   
 
The long-term expected rate of return on plan assets is reviewed as part of the actuarial five-year experience 
study. The most recent study covers fiscal years 2010 through 2015, and was adopted by the Board on April 
21, 2016. Several factors are considered in evaluating the long-term rate of return assumption including long-
term historical data, estimates inherent in current market data, and a log-normal distribution analysis in which 
best-estimate ranges of expected future real rates of return were developed by the investment consultant for 
each major asset class. These ranges were combined to produce the long-term expected rate of return, 7.50 
percent, by weighting the expected future real rates of return by the target asset allocation percentage and then 
adding expected inflation. The capital market assumptions developed by the investment consultant are intended 
for use over a 10-year horizon and may not be useful in setting the long-term rate of return for funding pension 
plans which covers a longer timeframe. The assumption is intended to be a long-term assumption and is not 
expected to change absent a significant change in the asset allocation, a change in the inflation assumption, or a 
fundamental change in the market that alters expected returns in future years. 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, as 
used in the June 30, 2015 five-year experience study, are summarized as follows: 
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Asset Class
Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return

 
 

Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2017 was 3.63 percent. 
The discount rate used to measure total OPEB liability prior to June 30, 2017 was 2.98 percent. The projection 
of cash flows used to determine the discount rate assumed that contributions will be made from members and 
the System at the state statute contribution rate of 2.00 percent of projected covered employee payroll each 
year, which includes a 1.50 percent payroll surcharge and 0.50 percent of contributions from the basic benefits 
plan. Based on these assumptions, the OPEB plan’s fiduciary net position was projected to become insufficient 
to make future benefit payments during the fiscal year ending June 30, 2025. Therefore, the long-term expected 
rate of return on OPEB plan assets was used to present value the projected benefit payments through the fiscal 
year ending June 30, 2024 and the Fidelity General Obligation 20-year Municipal Bond Index rate of 3.56 
percent, as of June 30, 2017 (i.e. municipal bond rate), was used to present value the projected benefit 
payments for the remaining years in the projection. The total present value of projected benefit payments from 
all years was then used to determine the single rate of return that was used as the discount rate. The projection 
of future benefit payments for all current plan members was until the benefit payments ran out. 
 
Sensitivity of the School's Proportionate Share of the Net OPEB Liability to Changes in the Discount Rate 
and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in the 
discount rate and the health care cost trend rate. The following table presents the net OPEB liability of SERS, 
what SERS' net OPEB liability would be if it were calculated using a discount rate that is 1 percentage point 
lower (2.63 percent) and higher (4.63 percent) than the current discount rate (3.63 percent). Also shown is 
what SERS' net OPEB liability would be based on health care cost trend rates that are 1 percentage point lower 
(6.5 percent decreasing to 4.0 percent) and higher (8.5 percent decreasing to 6.0 percent) than the current rate. 
  

1% Decrease
(2.63%)

Current 
Discount Rate

(3.63%)
1% Increase 

(4.63%)
School's Proportionate Share
  of the Net OPEB Liability 179,656$             148,768$             124,296$             

1% Decrease
Current 

Trend Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability 120,714$             148,768$             185,897$              
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Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results used in 
the June 30, 2017, actuarial valuation are presented below:   

 
Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Cost-of-Living Adjustments (COLA) 0.00 percent effective July 1, 2017
Blended Discount Rate of Return 4.13 percent
Health Care Cost Trends 6.00 percent to 11.00 percent, initial, 4.50 percent ultimate  

 
Projections of benefits include the historical pattern of sharing benefit costs between the employers and retired 
plan members. 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 percent of 
rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 and 84, 
and 100 percent of rates thereafter, projected forward generationally using mortality improvement scale MP-
2016. For disabled retirees, mortality rates are based on the RP-2014 Disabled Mortality Table with 90 percent 
of rates for males and 100 percent of rates for females, projected forward generationally using mortality 
improvement scale MP-2016. 
 
Actuarial assumptions used in the June 30, 2017, valuation are based on the results of an actuarial experience 
study for the period July 1, 2011 through June 30, 2016.  
 
Since the prior measurement date, the discount rate was increased from 3.26 percent to 4.13 percent based on 
the methodology defined under GASB Statement No. 74, Financial Reporting for Postemployment Benefit 
Plans Other Than Pension Plans (OPEB) and the long term expected rate of return was reduced from 7.75 
percent to 7.45 percent. Valuation year per capita health care costs were updated, and the salary scale was 
modified. The percentage of future retirees electing each option was updated based on current data and the 
percentage of future disabled retirees and terminated vested participants electing health coverage were 
decreased. The assumed mortality, disability, retirement, withdrawal and future health care cost trend rates 
were modified along with the portion of rebated prescription drug costs. 
 
Also since the prior measurement date, the subsidy multiplier for non-Medicare benefit recipients was reduced 
from 2.1 percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were 
discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 2019.  Subsequent to the current measurement date, 
the date for discontinuing remaining Medicare Part B premium reimbursements was extended to January 2020. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on the 
target allocation adopted by the Retirement Board.  The target allocation and long-term expected rate of return 
for each major asset class are summarized as follows:  
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Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

100.00 %

Allocation Real Rate of Return*
Target Long Term Expected

 
 

*Ten year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25 
percent and does not include investment expenses.  Over a 30-year period, STRS' investment consultant 
indicates that the above target allocations should generate a return above the actual rate of return, without net 
value added by management. 
 
Discount Rate The discount rate used to measure the total OPEB liability was 4.13 percent as of June 30, 
2017. The projection of cash flows used to determine the discount rate assumes STRS Ohio continues to 
allocate no employer contributions to the health care fund. Based on these assumptions, the OPEB plan’s 
fiduciary net position was not projected to be sufficient to make all projected future benefit payments of current 
plan members. The OPEB plan’s fiduciary net position was projected to become insufficient to make future 
benefit payments during the fiscal year ending June 30, 2037.  Therefore, the long-term expected rate of return 
on OPEB plan assets was used to determine the present value of the projected benefit payments through the 
fiscal year ending June 30, 2036 and the Bond Buyer 20-year municipal bond rate of 3.58 percent as of June 
30, 2017 (i.e. municipal bond rate), was used to determine the present value of the projected benefit payments 
for the remaining years in the projection.  The total present value of projected benefit payments from all years 
was then used to determine the single rate of return that was used as the discount rate. The blended discount 
rate of 4.13 percent, which represents the long-term expected rate of return of 7.45 percent for the funded 
benefit payments and the Bond Buyer 20-year municipal bond rate of 3.58 percent for the unfunded benefit 
payments, was used to measure the total OPEB liability as of June 30, 2017.  A blended discount rate of 3.26 
percent which represents the long term expected rate of return of 7.75 percent for the funded benefit payments 
and the Bond Buyer 20-year municipal bond rate of 2.85 percent for the unfunded benefit payments was used 
to measure the total OPEB liability at June 30, 2016. 
 
Sensitivity of the School’s Proportionate Share of the Net OPEB Liability to Changes in the Discount and 
Health Care Cost Trend Rate The following table represents the net OPEB liability as of June 30, 2017, 
calculated using the current period discount rate assumption of 4.13 percent, as well as what the net OPEB 
liability would be if it were calculated using a discount rate that is one percentage point lower (3.13 percent) or 
one percentage point higher (5.13 percent) than the current assumption. Also shown is the net OPEB liability 
as if it were calculated using health care cost trend rates that are one percentage point lower or one percentage 
point higher than the current health care cost trend rates. 
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1% Decrease
(3.13%)

Current 
Discount Rate

(4.13%)
1% Increase 

(5.13%)
School's Proportionate Share
  of the Net OPEB Liability 298,490$             222,342$             162,160$             

1% Decrease
Current 

Trend Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability 154,474$             222,342$             311,664$              
 
NOTE 13 - CONTINGENCIES 

 
Grants 
 
Amounts received from grantor agencies are subject to audit and adjustment by the grantor. Any disallowed 
costs may require refunding to the grantor.  Amounts which may be disallowed, if any, are not presently 
determinable.  However, in the opinion of the School, any such adjustments will not have a material adverse 
effect on the financial position of the School. 

 
Enrollment FTE 

 
School foundation funding is based on the annualized full-time equivalent (FTE) enrollment of each 
student. However, there is an important nexus between attendance and enrollment for Foundation funding 
purposes.  Community schools must provide documentation that clearly demonstrates students have 
participated in learning opportunities. The Ohio Department of Education (ODE) is legislatively required to 
adjust/reconcile funding as enrollment information is updated by schools throughout the State, which can 
extend past the fiscal year end.  
   
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance.  As of the date of this report, ODE has not performed an FTE Review on the School for fiscal 
year 2018. 
 
As of the date of this report, additional ODE adjustments for fiscal year 2018 are not finalized.  As a result, the 
impact of future FTE adjustments on the fiscal year 2018 financial statements is not determinable, at this time. 
Management believes this may result in either an additional receivable to, or a liability of, the School. 
 
In addition, the School’s contracts with their Sponsor and Management Company require payment based on 
revenues received from the State. As discussed above, additional FTE adjustments for fiscal year 2018 are not 
finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 2018 financial 
statements, related to additional reconciliation necessary with these contracts, is not determinable.  
Management believes this may result in either an additional receivable to, or liability of, the School. 

 
NOTE 14 - LITIGATION 
 
The School is not a party to legal proceedings that, in the opinion of management, would have a material 
adverse effect on the financial statements.  
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2018 2017 2016 2015 2014
School Employees Retirement System (SERS)

School's Proportion of the Net Pension Liability 0.00568640% 0.00540950% 0.00864470% 0.00937100% 0.00937100%

School's Proportionate Share of the Net Pension Liability 339,750$        395,925$         493,275$       474,261$       557,263$       

School's Covered Payroll 182,814$        239,314$         364,894$       229,048$       248,165$       

School's Proportionate Share of the Net Pension Liability
as a Percentage of its Covered Payroll 185.84% 165.44% 135.18% 207.06% 224.55%

Plan Fiduciary Net Position as a Percentage of the Total Pension Liability 69.50% 62.98% 69.16% 71.70% 65.52%

State Teachers Retirement System (STRS)

School's Proportion of the Net Pension Liability 0.00569869% 0.00657289% 0.01069628% 0.01056470% 0.01056470%

School's Proportionate Share of the Net Pension Liability 1,353,736$     2,200,144$      2,956,139$    2,569,701$    3,061,011$    

School's Covered Payroll 626,500$        965,486$         1,120,371$    849,508$       543,069$       

School's Proportionate Share of the Net Pension Liability
as a Percentage of its Covered Payroll 216.08% 227.88% 263.85% 302.49% 563.65%

Plan Fiduciary Net Position as a Percentage of the Total Pension Liability 75.30% 66.80% 72.10% 74.70% 69.30%

(1) Information prior to 2014 is not available.

Note: The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

Riverside Community School, Inc.
Hamilton County, Ohio

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net Pension Liability

Last Five Fiscal Years (1)

See accompanying notes to the required supplementary information.
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2018 2017 2016 2015
School Employees Retirement System (SERS)

Contractually Required Contribution 20,595$              25,594$              33,504$              48,093$              

Contributions in Relation to the 
Contractually Required Contribution (20,595) (25,594) (33,504) (48,093)

Contribution Deficiency (Excess) 0$                       0$                       0$                       0$                       

School's Covered Payroll 152,556$             182,814$             239,314$             364,894$             

Pension Contributions as a Percentage of 
Covered Payroll 13.50% 14.00% 14.00% 13.18%

State Teachers Retirement System (STRS)

Contractually Required Contribution 87,707$              87,710$              135,168$             156,852$             

Contributions in Relation to the 
Contractually Required Contribution (87,707) (87,710) (135,168) (156,852)

Contribution Deficiency (Excess) 0$                       0$                       0$                       0$                       

School's Covered Payroll 626,479$             626,500$             965,486$             1,120,371$          

Pension Contributions as a Percentage of 
Covered Payroll 14.00% 14.00% 14.00% 14.00%

Riverside Community School, Inc.
Hamilton County, Ohio

Required Supplementary Information
Schedule of the School's Contributions  - Pension

Last Ten Fiscal Years

See accompanying notes to the required supplementary information.
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2014 2013 2012 2011 2010 2009

31,746$              34,346$              29,885$              33,123$              68,568$              50,580$              

(31,746) (34,346) (29,885) (33,123) (68,568) (50,580)

0$                       0$                       0$                       0$                       0$                       0$                       

229,048$             248,165$             222,193$             263,508$             506,411$             514,024$             

13.86% 13.84% 13.45% 12.57% 13.54% 9.84%

110,436$             70,599$              92,224$              108,080$             177,816$             171,731$             

(110,436) (70,599) (92,224) (108,080) (177,816) (171,731)

0$                       0$                       0$                       0$                       0$                       0$                       

849,508$             543,069$             709,415$             831,385$             1,367,815$          1,321,008$          

13.00% 13.00% 13.00% 13.00% 13.00% 13.00%

See accompanying notes to the required supplementary information.
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2018 2017
School Employees Retirement System (SERS)

School's Proportion of the Net OPEB Liability 0.00554330% 0.00495535%

School's Proportionate Share of the Net OPEB Liability 148,768$           141,246$           

School's Covered Payroll 182,814$           239,314$           

School's Proportionate Share of the Net OPEB Liability
as a Percentage of its Covered Payroll 81.38% 59.02%

Plan Fiduciary Net Position as a Percentage of the Total OPEB Liability 12.46% 11.49%

State Teachers Retirement System (STRS)

School's Proportion of the Net OPEB Liability 0.00569869% 0.00657289%

School's Proportionate Share of the Net OPEB Liability 222,342$           351,520$           

School's Covered Payroll 626,500$           965,486$           

School's Proportionate Share of the Net OPEB Liability
as a Percentage of its Covered Payroll 35.49% 36.41%

Plan Fiduciary Net Position as a Percentage of the Total OPEB Liability 47.10% 37.30%

(1) Information prior to 2017 is not available.

Note: The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

Riverside Community School, Inc.
Hamilton County, Ohio

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net OPEB Liability

Last Two Fiscal Years (1)

See accompanying notes to the required supplementary information.
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2018 2017 2016 2015
School Employees Retirement System (SERS)

Contractually Required Contribution (1) 2,124$                 1,971$                 248$                    4,322$                 

Contributions in Relation to the 
Contractually Required Contribution (2,124) (1,971) (248) (4,322)

Contribution Deficiency (Excess) 0$                        0$                        0$                        0$                        

School's Covered Payroll 152,556$             182,814$             239,314$             364,894$             

OPEB Contributions as a Percentage of 
Covered Payroll (1) 1.39% 1.08% 0.10% 1.18%

State Teachers Retirement System (STRS)

Contractually Required Contribution 0$                        0$                        0$                        0$                        

Contributions in Relation to the 
Contractually Required Contribution 0 0 0 0

Contribution Deficiency (Excess) 0$                        0$                        0$                        0$                        

School's Covered Payroll 626,479$             626,500$             965,486$             1,120,371$          

OPEB Contributions as a Percentage of 
Covered Payroll 0.00% 0.00% 0.00% 0.00%

(1) Includes surcharge

Riverside Community School, Inc.
Hamilton County, Ohio

Required Supplementary Information
Schedule of the School's Contributions - OPEB

Last Ten Fiscal Years

See accompanying notes to the required supplementary information.
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2014 2013 2012 2011 2010 2009

3,550$                 3,905$                 6,000$                 8,249$                 10,570$               23,148$               

(3,550) (3,905) (6,000) (8,249) (10,570) (23,148)

0$                        0$                        0$                        0$                        0$                        0$                        

229,048$             248,165$             222,193$             263,508$             506,411$             514,024$             

1.55% 1.57% 2.70% 3.13% 2.09% 4.50%

8,495$                 5,431$                 7,094$                 8,314$                 13,678$               13,210$               

(8,495) (5,431) (7,094) (8,314) (13,678) (13,210)

0$                        0$                        0$                        0$                        0$                        0$                        

849,508$             543,069$             709,415$             831,385$             1,367,815$          1,321,008$          

1.00% 1.00% 1.00% 1.00% 1.00% 1.00%

See accompanying notes to the required supplementary information.
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Note 1 - Net Pension Liability 
 
Changes in Assumptions - SERS 
 
For fiscal year 2017, the SERS Board adopted the following assumption changes: 

• Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent 
• Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent 
• Assumed real wage growth was reduced from 0.75 percent to 0.50 percent 
• Rates of withdrawal, retirement and disability were updated to reflect recent experience. 
• Mortality among active members was updated to the following: 

o RP-2014 Blue Collar Mortality Table with fully generational projection and a five year 
age set-back for both males and females. 

• Mortality among service retired members, and beneficiaries was updated to the following: 
o RP-2014 Blue Collar Mortality Table with fully generational projection with Scale BB, 

120 percent of male rates, and 110 percent of female rates. 
• Mortality among disable member was updated to the following: 

o RP-2000 Disabled Mortality Table, 90 percent for male rates and 100 percent for female 
rates, set back five years is used for the period after disability retirement.   

 
Changes in Benefit Terms - SERS 

For fiscal year 2018, the cost-of-living adjustment was changed from a fixed 3.00 percent to a cost-of-living 
adjustment that is indexed to CPI-W not greater than 2.50 percent with a floor of zero percent beginning 
January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has enacted a 
three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the Retirement Board approved several changes to the actuarial assumptions in 2017. 
The long term expected rate of return was reduced from 7.75 percent to 7.45 percent, the inflation 
assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered to 
3.00 percent, and total salary increases rate was lowered by decreasing the merit component of the 
individual salary increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy and 
disabled mortality assumptions were updated to the RP-2014 mortality tables with generational 
improvement scale MP-2016. Rates of retirement, termination and disability were modified to better reflect 
anticipated future experience. 
 
Changes in Benefit Terms - STRS 
 
Effective for fiscal year 2018, the cost-of-living adjustment (COLA) was reduced to zero.  
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Note 2 - Net OPEB Liability 
 
Changes in Assumptions – SERS 
 
Amounts reported for fiscal year 2018 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability as presented below: 
 
Municipal Bond Index Rate: 

Fiscal year 2018   3.56 percent 
Fiscal year 2017   2.92 percent 

Single Equivalent Interest Rate, net of plan investment expense, including price inflation 
Fiscal year 2018   3.63 percent 
Fiscal year 2017   2.98 percent 

 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the discount rate was increased from 3.26 percent to 4.13 percent based on the 
methodology defined under GASB Statement No. 74, Financial Reporting for Postemployment Benefit 
Plans Other Than Pension Plans (OPEB) and the long term expected rate of return was reduced from 7.75 
percent to 7.45 percent. Valuation year per capita health care costs were updated, and the salary scale was 
modified. The percentage of future retirees electing each option was updated based on current data and the 
percentage of future disabled retirees and terminated vested participants electing health coverage were 
decreased. The assumed mortality, disability, retirement, withdrawal and future health care cost trend rates 
were modified along with the portion of rebated prescription drug costs. 
 
Also for fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued for 
certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will be 
discontinued beginning January 2019. 
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December 27, 2018 

 

To the Board of Directors 

Riverside Community School, Inc. 

Hamilton County, Ohio 

3280 River Road 

Cincinnati, Ohio 45204 

 

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 

and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards  

 

We have audited, in accordance with the auditing standards generally accepted in the United States of 

America and the standards applicable to financial audits contained in Government Auditing Standards 

issued by the Comptroller General of the United States, the financial statements of Riverside Community 

School, Inc., Hamilton County, Ohio (the “School”) as of and for the year ended June 30, 2018, and the 

related notes to the financial statements, which collectively comprise the School’s basic financial 

statements, and have issued our report thereon dated December 27, 2018, in which we noted in our report 

that the School restated the net position balance to account for the implementation of GASB Statement 

No. 75, Accounting and Financial reporting for Postemployment Benefits other than Pensions.  

 

Internal Control over Financial Reporting 

 

In planning and performing our audit of the financial statements, we considered the School’s internal 

control over financial reporting (internal control) to determine the audit procedures that are appropriate in 

the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 

purpose of expressing an opinion on the effectiveness of the School’s internal control. Accordingly, we 

do not express an opinion on the effectiveness of the School’s internal control. 

 

A deficiency in internal control exists when the design or operation of a control does not allow 

management or employees, in the normal course of performing their assigned functions, to prevent, or 

detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 

of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 

of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A 

significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 

severe than a material weakness, yet important enough to merit attention by those charged with 

governance. 

 

Our consideration of internal control was for the limited purpose described in the first paragraph of this 

section and was not designed to identify all deficiencies in internal control that might be material 

weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 

deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 

may exist that have not been identified. 
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Riverside Community School, Inc. 

Independent Auditor’s Report on Internal Control over Financial Reporting and on  

Compliance and Other Matters Based on an Audit of Financial Statements  

Performed in Accordance with Government Auditing Standards 

Page 2 of 2 

 

Compliance and Other Matters 

 

As part of obtaining reasonable assurance about whether the School's financial statements are free from 

material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 

contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 

determination of financial statement amounts. However, providing an opinion on compliance with those 

provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 

results of our tests disclosed no instances of noncompliance or other matters that are required to be 

reported under Government Auditing Standards. 

 

Purpose of this Report 

 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance 

and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 

control or on compliance. This report is an integral part of an audit performed in accordance with 

Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 

this communication is not suitable for any other purpose. 

 

 

 

 

 

        Medina, Ohio 
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Board of Directors 
Riverside Community School 
3280 River Road 
Cincinnati, Ohio 45204 
 
 
We have reviewed the Independent Auditor’s Report of the Riverside Community School, 
Hamilton County, prepared by Rea & Associates, Inc., for the audit period July 1, 2016 through 
June 30, 2017.  Based upon this review, we have accepted these reports in lieu of the audit 
required by Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying 
financial statements and, accordingly, we are unable to express, and do not express an opinion on 
them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Riverside Community School is responsible 
for compliance with these laws and regulations. 
 
 
 
 
 
 
 
 
Dave Yost 
Auditor of State 
 
March 27, 2018 
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January 19, 2018 
 
To the Board of Directors  
Riverside Community School, Inc. 
Hamilton County, Ohio 
3280 River Road 
Cincinnati, Ohio 45204 
 

Independent Auditor's Report 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Riverside Community School, Inc., 
Hamilton County, Ohio, (the “School”) as of and for the year ended June 30, 2017, and the related notes 
to the financial statements, which collectively comprise the School’s basic financial statements as listed in 
the table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation 
and fair presentation of the financial statements in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s 
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. 
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Riverside Community School, Inc. 
Independent Auditor’s Report 
Page 2 of 2 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the School, as of June 30, 2017, and the changes in its financial position and its cash 
flows for the year then ended in accordance with accounting principles generally accepted in the United 
States of America. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, the Schedule of the School's Proportionate Share of the Net Pension Liability, 
and Schedule of School Contributions on pages 4-8, 31-32, and 33-36, respectively, be presented to 
supplement the basic financial statements. Such information, although not a part of the basic financial 
statements, is required by the Governmental Accounting Standards Board who considers it to be an 
essential part of financial reporting for placing the basic financial statements in an appropriate 
operational, economic, or historical context. We have applied certain limited procedures to the required 
supplementary information in accordance with auditing standards generally accepted in the United States 
of America, which consisted of inquiries of management about the methods of preparing the information 
and comparing the information for consistency with management’s responses to our inquiries, the basic 
financial statements, and other knowledge we obtained during our audit of the basic financial statements. 
We do not express an opinion or provide any assurance on the information because the limited procedures 
do not provide us with sufficient evidence to express an opinion or provide any assurance.  
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated January 19, 
2018 on our consideration of the School’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the School’s internal control over financial reporting or on compliance. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards in considering the 
School’s internal control over financial reporting and compliance. 

 

 
Medina, Ohio 
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The discussion and analysis of the Riverside Community School, Inc. (the School) financial performance 
provides an overall review of the School’s financial activities for the fiscal year ended June 30, 2017.  The 
intent of this discussion and analysis is to look at the School’s financial performance as a whole; readers 
should also review the financial statements and the notes to the financial statements to enhance their 
understanding of the School’s financial performance.  
 
The Management’s Discussion and Analysis (MD&A) is an element of the reporting model adopted by the 
Governmental Accounting Standard Board (GASB) in their Statement No. 34 Basic Financial 
Statements – and Management’s Discussion and Analysis – for State and Local Governments 
issued June 1999.  Certain comparative information between the current year and the prior year is 
required to be presented in the MD&A.   
 
Financial Highlights 
 

• In total, Net Position increased $168,732, which represents a 5.4 percent increase from 2016. 
This increase is primarily due to an increase in deferred outflows and a decrease in liabilities 
offset by a decrease in assets and an increase in deferred inflows. 

 
• Total assets decreased $156,253, which represents a 35.5 percent decrease from 2016. This 

decrease was primarily due to the decrease in cash and cash equivalents, state aid receivable 
offset by an increase in grant funding receivable. 

 
• Liabilities decreased $990,317, which represents a 27.2 percent decrease from 2016. This was 

primarily due to a decrease in federal grants payable and net pension liability. 
 

• Deferred outflows of resources increased $130,393, which represents a 38.2 percent change 
from 2016. This change represents contractually required amounts due to GASB 68. 

 
• Deferred inflows of resources increased $795,725, which represents a 304.7 percent change 

from 2016. This change represents accruals due to GASB 68. 
 
During a prior period, the School adopted GASB Statement 68, Accounting and Financial Reporting for 
Pensions—an Amendment of GASB Statement 27, which significantly revises accounting for pension 
costs and liabilities.  For reasons discussed below, many end users of this financial statement will gain a 
clearer understanding of the School’s actual financial condition by adding deferred inflows related to 
pension and the net pension liability to the reported net position and subtracting deferred outflows related 
to pension. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  When accounting for 
pension costs, GASB 27 focused on a funding approach.  This approach limited pension costs to 
contributions annually required by law, which may or may not be sufficient to fully fund each plan’s net 
pension liability.  GASB 68 takes an earnings approach to pension accounting; however, the nature of 
Ohio’s statewide pension systems and state law governing those systems requires additional explanation 
in order to properly understand the information presented in these statements. 
 
Under the standards required by GASB 68, the net pension liability equals the School’s proportionate 
share of each plan’s collective: 
 

1. Present value of estimated future pension benefits attributable to active and inactive employees’ 
     past service 
2. Minus plan assets available to pay these benefits 
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Financial Highlights (Continued) 
 
GASB notes that pension obligations, whether funded or unfunded, are part of the “employment 
exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, and the 
promise of a future pension.  GASB noted that the unfunded portion of this pension promise is a present 
obligation of the government, part of a bargained-for benefit to the employee, and should accordingly be 
reported by the government as a liability since they received the benefit of the exchange.  However, the 
School is not responsible for certain key factors affecting the balance of this liability.  In Ohio, the 
employee shares the obligation of funding pension benefits with the employer.  Both employer and 
employee contribution rates are capped by State statute.  A change in these caps requires action of both 
Houses of the General Assembly and approval of the Governor.  Benefit provisions are also determined 
by State statute.  The employee enters the employment exchange with the knowledge that the employer’s 
promise is limited not by contract but by law.  The employer enters the exchange also knowing that there 
is a specific, legal limit to its contribution to the pension system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension system as against the public employer.  State law operates to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter the 
employment exchange with notice as to the law.  The pension system is responsible for the administration 
of the plan.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. 
sick and vacation leave), are satisfied through paid time-off or termination payments.  There is no 
repayment schedule for the net pension liability.  As explained above, changes in pension benefits, 
contribution rates, and return on investments affect the balance of the net pension liability, but are outside 
the control of the local government.  In the event that contributions, investment returns, and other 
changes are insufficient to keep up with required pension payments, State statute does not assign/identify 
the responsible party for the unfunded portion.  Due to the unique nature of how the net pension liability is 
satisfied, this liability is separately identified within the long-term liability section of the statement of net 
position. 
 
In accordance with GASB 68, the School’s statements prepared on an accrual basis of accounting 
include an annual pension expense for their proportionate share of each plan’s change in net pension 
liability not accounted for as deferred inflows/outflows. The School is also reporting a net pension liability 
and deferred inflows/outflows of resources related to pension on the accrual basis of accounting. 
 
Using this Financial Report 
 
This report consists of three parts, the required supplemental information, the financial statements, and 
notes to the financial statements.  The financial statements include a Statement of Net Position, a 
Statement of Revenues, Expenses and Changes in Net Position, and a Statement of Cash Flows.  
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Statement of Net Position 
 

The Statement of Net Position answers the question of how the School performed financially during 2017.  
This statement includes all assets, deferred outflows of resources, liabilities, deferred inflows of 
resources, and Net Position, both financial and capital and current and long-term using the accrual basis 
of accounting, which is the accounting used by most private-sector companies.  This basis of accounting 
takes into account all revenues and expenses during the year, regardless of when the cash is received or 
expended.  
 
Table 1 provides a summary of the School’s Net Position for fiscal year 2017 and fiscal year 2016. 
 

2017 2016
Assets

Current Assets 274,062$               425,826$               
Capital Assets, Net 9,837                     14,326                   
Total Assets 283,899                 440,152                 

Deferred Outflows of Resources
Pension System 471,868                 341,475                 

Liabilities

Current Liabilities 59,415                   196,387                 
Long Term Liabilities 2,596,069              3,449,414              
Total Liabilities 2,655,484              3,645,801              

Deferred Inflows of Resources
Pension System 1,056,848              261,123                 

Net Position

Investment in Capital Assets 9,837                     14,326                   
Unrestricted (2,966,402)             (3,139,623)             
Total Net Position (2,956,565)$           (3,125,297)$           

(Table 1)
Statement of Net Position

 
Total assets decreased $156,253. The decrease was primarily due to decreases in cash and cash 
equivalents, state aid receivable.  Deferred outflows of resources increased $130,393. Liabilities 
decreased by $990,317. This was primarily due to the decrease in federal grants payable and net pension 
liability. Deferred inflows of resources increased $795,725. The changes in deferred outflows and inflows 
of resources were impacted by the effects of GASB 68. 
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Statement of Revenues, Expenses, and Changes in Net Position 
 
Table 2 shows the changes in Net Position for fiscal year 2017 and fiscal year 2016, as well as a listing of 
revenues and expenses.  
 

2017 2016
Operating Revenue
State Aid 2,207,690$     2,057,274$     
Total Operating Revenue 2,207,690       2,057,274       

Non-Operating Revenues
Federal grants 481,625          573,405          
State grant 3,228              8,553              
Miscellaneous 19,825            14,370            
Interest Income 309                 150                 
Total Revenues 2,712,677       2,653,752       

Operating Expenses
Purchased services: Management fees 2,107,290       1,965,749       
Purchased services: Federal grant programs 481,625          573,405          
Purchased services: State grant programs 3,228              8,553              
Pension expense (188,013)         6,442              
Sponsorship fees 64,663            59,390            
Board of education 26,636            17,036            
Legal 12,376            14,778            
Insurance: D&O Liability 8,733              7,210              
Auditing and Accounting 22,918            20,667            
Depreciation 4,489              6,174              
Bank Fees -                  104                 
Total Operating Expenses 2,543,945       2,679,508       

Change in Net Position 168,732$        (25,756)$         

(Table 2)
Change in Net Position

 
 
State aid revenues increased in 2017 due to an increase in full-time equivalent (FTE) enrollment. The 
School’s most significant expense, “Purchased Services: Management Fees” also increased due to the 
increase in enrollment and as a result, more was paid to HA Riverside, LLC based on the management 
agreement.  The agreement provides that specific percentages of the revenues received by the School 
will be paid to HA Riverside, LLC to fund operations. 
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Capital Assets  

At the end of fiscal year 2017 the School had $9,837 invested in leasehold improvements and equipment, 
which represented a decrease of $4,489 from 2016. Table 3 shows the respective balances for both fiscal 
years 2017 and fiscal year 2016. 

2017 2016
Leasehold improvements 9,837$  10,955$  
Equipment - 3,371 

Totals 9,837$  14,326$  

Capital Assets (Net of Depreciation)
(Table 3)

For more information on capital assets, see note 7 in the notes to the financial statements. 

Current Financial Issues 

The Riverside Community School, Inc. received revenue for 280 students in 2017. State law governing 
community schools allows for the School to have open enrollment across traditional school district 
boundaries.   

The School receives its support almost entirely from state aid.  Per pupil revenue for the School in 
fiscal year 2017 averaged $7,885.  The School receives additional revenues from grant subsidies. 

Although there is a continuing possibility that state aid will be cut in future years due to the economic 
climate, the School feels that the relationship with the management company will insulate them from any 
significant change.  The relationship brings stability to the School since specific percentages of revenues 
are payable to the management company (see notes to the financial statements, note 8). 

Contacting the School’s Financial Management 

This financial report is designed to provide our readers with a general overview of the School’s finances 
and to show the School’s accountability for the money it receives. If you have questions about this report 
or need additional information, contact the Fiscal Officer for the Riverside Community School, Inc., 3320 
West Market Street, Suite 300, Fairlawn, Ohio 44333. 
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ASSETS

Current assets
Cash & cash equivalents 220,806$                    
Accounts receivable 844                             
State aid receivable 1,918                          
Prepaid insurance 1,438                          
Casino revenue receivable 7,476                          
Grant funding receivable 41,580                        

Total current assets 274,062                      

Noncurrent assets
Capital Assets, Net 9,837                          

Total assets 283,899                      

DEFERRED OUTFLOWS OF RESOURCES

Pension system 471,868                      

LIABILITIES

Current liabilities
Accounts payable 4,130                          
Federal grants payable 41,579                        
Accrued Expense 11,875                        
Continuing fee payable 1,831                          

Total current liabilities 59,415                        

Long term liabilities
Net pension liability 2,596,069                   

Total liabilities 2,655,484                   

DEFERRED INFLOWS OF RESOURCES

Pension system 1,056,848                   

NET POSITION

Invested in capital assets 9,837                          
Unrestricted net position (2,966,402)                  

Total net position (2,956,565)$                

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

RIVERSIDE COMMUNITY SCHOOL, INC.

STATEMENT OF NET POSITION
JUNE 30, 2017

HAMILTON COUNTY

9
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OPERATING REVENUES

State basic aid 2,136,781$                 
Facilities aid 56,032                     
3rd grade reading bonus 462                          
Casino 14,415                     

Total operating revenues 2,207,690                

OPERATING EXPENSES

Purchased services: Management fees 2,107,290                
Purchased services: Federal grant programs 481,625                   
Purchased services: State grant programs 3,228                       
Pension (188,013)                  
Sponsorship fees 64,663                     
Board of education 26,636                     
Legal 12,376                     
Accounting & auditing 22,918                     
Insurance: D&O & liability 8,733                       
Depreciation 4,489                       

Total operating expenses 2,543,945                

Operating loss (336,255)                  

NON-OPERATING REVENUE

Federal grants 481,625                   
State grant 3,228                       
Miscellaneous 19,825                     
Interest 309                          

Total non-operating revenue 504,987                   

Change in net position 168,732                   

Net position, July 1, 2016 (3,125,297)               

Net Position, June 30, 2017 (2,956,565)$                

RIVERSIDE COMMUNITY SCHOOL, INC.

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
FOR THE YEAR ENDED JUNE 30, 2017

HAMILTON COUNTY

The accompanying notes to the financial statements are an integral part of this statement.
10
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INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH FLOWS FROM OPERATING ACTIVITIES

Cash received from state aid 2,218,570$                 
Cash payments to suppliers for goods and services (2,864,441)                  

                                    
Net cash used for operating activities (645,871)                     

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Cash received from grant programs 472,978                      
Cash received from miscellaneous revenue 19,825                        

Net cash received from noncapital financing activities 492,803                      

CASH FLOWS FROM INVESTING ACTIVITIES
Cash received from interest 309                             

Net decrease in cash and cash equivalents (152,759)                     

Cash and cash equivalents at beginning of year 373,565                      
                                    

Cash and cash equivalents at end of year 220,806$                    
                                    

RECONCILIATION OF OPERATING LOSS TO NET CASH
USED FOR OPERATING ACTIVITIES

Operating loss (336,255)$                   

ADJUSTMENTS TO RECONCILE OPERATING LOSS TO NET
CASH USED FOR OPERATING ACTIVITIES

Depreciation 4,489                          

Changes in assets, liabilities, and deferred outflows/inflows of resources:
Casino revenue receivable (7,476)                         
Accounts receivable (270)                            
State aid receivable 18,647                        
Prepaid insurance (21)                              
Pension deferred outflows (130,393)                     
Accounts payable (2,236)                         
Federal grants payable (111,439)                     
Accrued Expense 11,875                        
State grant payable (8,553)                         
Net pension liability (853,345)                     
Pension deferred inflows 795,725                      
Continuing fees payable (26,619)                       

                                    
Total adjustments (309,616)                     

                                    
Net cash used for operating activities (645,871)$                   

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

FOR THE YEAR ENDED JUNE 30, 2017

RIVERSIDE COMMUNITY SCHOOL, INC.
HAMILTON COUNTY

STATEMENT OF CASH FLOWS

11
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1. DESCRIPTION OF THE SCHOOL AND REPORTING ENTITY 
 
Riverside Community School, Inc. (dba “Riverside Academy”) (the School) is a federal 501(c)(3) tax-
exempt, state nonprofit corporation established pursuant to Ohio Rev. Code Chapters 3314 and 1702 
to maintain and provide a school exclusively for any educational, literary, scientific and related 
teaching service. The School, which is part of the State’s education program, is independent of any 
school district.  The School may sue and be sued, acquire facilities as needed, and contract for any 
services necessary for the operation of the School.  
 
The School contracts with HA Riverside, LLC for most of its functions (see note 8). 
 
The School signed a contract with University of Toledo (UT Board) (Sponsor) to operate for a period 
from July 1, 2005 through June 30, 2010. The contract with the Sponsor has since been renewed for 
additional terms of three years commencing July 1, 2010, and five years commencing July 1, 2013.  
The School operates under a self-appointing Board of Directors (the Board).  The School’s Code of 
Regulations specify that vacancies that arise on the Board will be filled by the appointment of a 
successor director by a majority vote of the then existing directors. The Board is responsible for 
carrying out the provisions of the contract with the Sponsor, which include, but are not limited to, 
state-mandated provisions regarding student population, curriculum, academic goals, performance 
standards, admission standards, and qualifications of teachers. The School has one 
instructional/support facility, which is leased by HA Riverside, LLC. The facility is staffed with teaching 
personnel employed by HA Riverside, LLC, who provide services to 280 students. 
 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

The financial statements of the School have been prepared in conformity with generally accepted 
accounting principles as applied to governmental nonprofit organizations. The Governmental 
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing 
governmental accounting and financial reporting principles. The more significant of the School’s 
accounting policies are described on the following pages. 

 
A. Basis Of Presentation 
 

The School’s financial statements consist of a Statement of Net Position, a Statement of 
Revenues, Expenses and Changes in Net Position, and a Statement of Cash Flows. 
Enterprise fund reporting focuses on the determination of the change in Net Position, financial 
position and cash flows. 
 
Auditor of State of Ohio Bulletin No. 2000-005 requires the presentation of all financial activity 
to be reported within one enterprise fund for year-end reporting purposes. Enterprise 
accounting is used to account for operations that are financed and operated in a manner 
similar to private business enterprises where the intent is that the costs (expenses) of 
providing goods or services to the general public on a continuing basis be financed or 
recovered primarily through user charges. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

B. Measurement Focus and Basis of Accounting 
 
The accounting and financial reporting treatment applied to a fund is determined by its 
measurement focus.  Enterprise accounting uses a flow of economic resources measurement 
focus.  With this measurement focus, all assets and deferred outflows of resources as well as 
all liabilities and deferred inflows of resources are included on the Statement of Net Position.  
Operating statements present increases (i.e., revenues) and decreases (i.e., expenses) in 
Net Position. The accrual basis of accounting is utilized for reporting purposes.  Revenues 
are recognized when they are earned, and expenses are recognized when they are incurred. 

 
C. Budgetary Process 
 

Unlike traditional public schools located in the State of Ohio, community schools are not 
required to follow budgetary provisions set forth in Ohio Rev. Code Section 5705, unless 
specifically provided in the School’s contract with its Sponsor. The contract between the 
School and its Sponsor requires a detailed school budget for each year of the contract.  In 
addition, the Board adopted an operating budget at the beginning of fiscal year 2017. 
However, the budget does not have to follow the provisions of Ohio Rev. Code Section 5705, 
except for section 5705.391 as it relates to five-year forecasts.   

 
D.  Cash and Cash Equivalents 
 

All cash received by the School is maintained in a demand deposit account and STAROhio. 
For purposes of the Statement of Cash Flows and for presentation on the Statement of Net 
Position, investments with an original maturity of three months or less at the time they are 
purchased are considered to be cash equivalents. 

 
During fiscal year 2017, the School invested in STAR Ohio. STAR Ohio (the State Treasury 
Asset Reserve of Ohio), is an investment pool managed by the State Treasurer’s Office which 
allows governments within the State to pool their funds for investments purposes. STAR Ohio 
is not registered with the SEC as an investment company, but has adopted Governmental 
Accounting Standards Board (GASB), Statement No. 79, Certain External Investment Pools 
and Pool Participants. The School measures their investment in STAR Ohio at the net asset 
value (NAV) per share provided by STAR Ohio. The NAV per share is calculated on an 
amortized cost basis that provides an NAV per share that approximates fair value. 

 
E.  Intergovernmental Revenues 
 

The School currently participates in the State Foundation Program, facilities aid, 3rd grade 
reading bonus and casino tax distributions, which are reflected under “Operating revenues” 
on the Statement of Revenues, Expenses, and Changes in Net Position.  Revenues received 
from these programs are recognized as operating revenue in the accounting period in which 
all eligibility requirements have been met. 

 
 Non-exchange transactions, in which the School receives value without directly giving equal 

value in return, include grants, entitlements, and contributions. Grants, entitlements, and 
contributions are recognized as non-operating revenues in the accounting period in which all 
eligibility requirements have been met. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

E.  Intergovernmental Revenues (continued) 
 

Eligibility requirements include timing requirements, which specify the year when the 
resources are required to be used or the fiscal year when use is first permitted; matching 
requirements, in which the School must provide local resources to be used for a specified 
purpose; and expenditure requirements, in which the resources are provided to the School on 
a reimbursement basis.  Amounts awarded under the above programs for the 2017 school 
year totaled $2,692,543. 

 
F. Capital Assets and Depreciation 
 

For purposes of recording capital assets, the Board has a capitalization threshold of $5,000.  
 
The capital assets are recorded on the accompanying Statement of Net Position at cost, net 
of accumulated depreciation, at $9,837. Depreciation is computed by the straight-line method 
over five years for “Equipment” and twenty years for “Leasehold Improvements”.  

 
Aside from those mentioned above, the School has no other capital assets, as the School 
operates under a management agreement with HA Riverside, LLC (see note 8). 

 
G. Use of Estimates 
 

In preparing the financial statements, management is sometimes required to make estimates 
and assumptions that affect the reported amounts of assets and liabilities, the disclosure of 
contingent assets, deferred outflows of resources, liabilities and deferred inflows of resources 
at the date of the financial statements, and the reported amounts of revenues and expenses 
during the reporting period.  Actual results could differ from those estimates. 
 

H. Net Position 
 

Net Position represents the difference between assets and deferred outflows of resources, 
and liabilities and deferred inflows of resources.  Net Position consists of capital assets, net 
of accumulated depreciation, and unrestricted. 

 
I. Operating Revenues And Expenses 

 
Operating revenues are those revenues that are generated directly from the School’s primary 
activities. For the School, these revenues are primarily state aid payments. Operating 
expenses are necessary costs incurred to provide the goods and services that are the 
primary activities of the School. Revenues and expenses not meeting this definition are 
reported as non-operating. 

 
 J. Pensions 

 
For purposes of measuring the net pension liability, deferred outflows of resources and 
deferred inflows of resources related to pensions, and pension expense, information about 
the fiduciary net position of the pension plans and additions to/deductions from their fiduciary 
net positon have been determined on the same basis as they are reported by the pension 
systems.  For this purpose, benefit payments (including refunds of employee contributions) 
are recognized when due and payable in accordance with the benefit terms.  The pension 
systems report investments at fair value. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
K. Deferred Outflows and Deferred Inflows of Resources 

 
In addition to assets, the statements of the financial position will sometimes report a separate 
section for deferred outflows of resources. Deferred outflows of resources represent a 
consumption of net position that applies to a future period and will not be recognized as an 
outflow of resources (expense) until then. For the School, deferred outflows of resources are 
reported on the statement of net position for pension. The deferred outflows of resources 
related to pension are explained in note 11. 
 
In addition to liabilities, the statements of financial position report a separate section for 
deferred inflows of resources. Deferred inflows of resources represent an acquisition of net 
position that applied to a future period and will not be recognized until that time. For the 
School, deferred inflows of resources include pension. Deferred inflows of resources related 
to pension are reported on the statement of net position. (See note 11) 
 

L. Prepaid 
 
Payments made to vendors for services that will benefit periods beyond June 30, 2017, are 
recorded as prepaid items using the consumption method. A current asset for the prepaid 
amount is recorded at the time of purchase and an expenditure/expense is reported in the 
year which services are consumed.  
 

3.          CHANGE IN ACCOUNTING PRINCIPLES 
 

For the fiscal year ended June 30, 2017, the School has implemented Governmental 
Accounting Standards Board (GASB) Statement No. 77, Tax Abatement Disclosures, GASB 
Statement No. 78, Pensions Provided through Certain Multiple-Employer Defined Benefit 
Pension Plans, GASB Statement No. 80, Blending Requirements for Certain Component 
Units – an amendment of GASB Statement No. 14 and GASB Statement No. 82, Pension 
Issues – an amendment of GASB Statements No. 67, No. 68, and No. 73.  
 
GASB Statement No. 77 requires disclosure of tax abatement information about (1) a 
reporting government’s own tax abatement agreements and (2) those that are entered into by 
other government and that reduce the reporting government’s tax revenues. The 
implementation of GASB Statement No. 77 did not have an effect on the financial statements 
of the School.  
 
GASB Statement No. 78 amends the scope of GASB Statement No. 68 to exclude certain 
multiple-employer defined benefit pension plans provided to employees of state and local 
governments on the basis that obtaining the measurements and other information required by 
GASB Statement No. 68 was not feasible. The implementation of GASB No. 78 did not have 
an effect on the financial statements of the Academy.  
 
GASB Statement No. 80 amends the blending requirements for the financial statement 
presentation of component units of all state and local governments. The additional criterion 
requires blending of a component unit incorporated as a not-for-profit corporation in which the 
primary government is the sole corporate member. The implementation of GASB Statement 
No. 80 did not have an effect on the financial statements of the Academy.  
 
GASB Statement No. 82 improves consistency in the application of pension accounting. 
These changes were incorporated in the School’s fiscal year 2017 financial statements; 
however, there was no effect on beginning net position. 
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4. DEPOSITS AND INVESTMENTS

A. Deposits with Financial Institutions

At June 30, 2017, the carrying amount of all School deposits was $180,245.  Based on the
criteria described in GASB Statement No. 40, “Deposits and Investment Risk Disclosures”, as
of June 30, 2017, none of the School’s bank balance of $180,245 was exposed to custodial
risk as discussed below, since all of the bank balance was covered by the Federal Depository
Insurance Corporation.

B. Investments

As of June 30, 2017, the School had the following investments and maturities:

Investment Maturities
Measurement 6 months or

Investment type value        less      

STAROhio 40,561$    40,561$      

The School categorized its fair value measurements within the fair value hierarchy 
established by generally accepted accounting principles. The hierarchy is based on the 
valuation inputs used to measure the fair value of the asset. Level 1 inputs are quoted prices 
in active markets for identical assets. Level 2 inputs are significant other observable inputs. 
Level 3 inputs are significant unobservable inputs. The above table identifies the School 
recurring fair value measurements as of June 30, 2017. As discussed further in Note 2, STAR 
Ohio is reported at its net asset value (NAV). All other investments of the School are value 
using quoted market prices (Level 1 inputs). 

Interest Rate Risk:  As a means of limiting its exposure to fair value losses arising from rising 
interest rates and according to state law, the School’s investment policy limits investment 
portfolio maturities to five years or less. The weighted average of maturity of the portfolio held 
by STAR Ohio as of June 30, 2017, is 46 days.  

STAR Ohio is an investment pool operated by the Ohio State Treasurer. It is unclassified 
since it is not evidenced by securities that exist in physical or book entry form. Ohio law 
requires STAR Ohio maintain the highest rating provided by at least one nationally 
recognized standard rating service. The weighted average of maturity of the portfolio held by 
STAR Ohio as of June 30, 2017, is 46 days and carries a rating of AAAm by S&P Global 
Ratings. 

Credit Risk:  Standard & Poor’s has assigned STAROhio an AAAm money market rating. 

Custodial Credit Risk: For an investment, custodial credit risk is the risk that, in the event 
of the failure of the counterparty, the School, will not be able to recover the value of 
its investment or collateral securities that are in the possession of an outside party. The 
School’s investments in federal agency securities are exposed to custodial credit risk in 
that it is uninsured, unregistered and held by the counterparty’s trust department or agent 
but not in the School’s name. The School’s investment policy does not deal with 
investment custodial credit risk beyond the requirements in State statute that prohibits 
payment for investments prior to delivery of the securities representing such investments 
to the treasurer or qualified trustee. 
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4.          DEPOSITS AND INVESTMENTS (continued) 
 

B.   Investments (continued) 
 

Concentration of Credit Risk:  The School places no limit on the amount that may be invested 
in any one issuer.  The following table includes the percentage of each investment type held 
by the School at June 30, 2017: 
 

 
Investment type Measurement Value % to Total

STAROhio 40,561$                  100.00     

 
 

 
5. GRANT FUNDING RECEIVABLE/PAYABLE 
 

The School has recorded “Grant Funding Receivable” in the amount of $41,580 to account for the 
remainder of State and Federal awards allocated to the School, but not received as of June 30, 2017.  
 
Under the terms of the management agreement (see note 8), the School has a recorded liability of 
$41,579 to HA Riverside, LLC for 100 percent of any State and Federal monies uncollected or unpaid 
to HA Riverside, LLC as of June 30, 2017 due to timing of payment already issued. 

 
6. RISK MANAGEMENT 

 
Property and Liability - The School is exposed to various risks of loss related to torts; theft or 
damage to, and destruction of assets; errors and omissions; injuries to employees; and natural 
disasters. As part of its management agreement with HA Riverside, LLC, HA Riverside, LLC has 
contracted with an insurance company for property and general liability insurance pursuant to the 
management agreement (see note 8).  There was no significant reduction in insurance coverage from 
the prior year and claims have not exceeded insurance coverage over the past three years.   
 
Director and Officer - Coverage has been purchased by the School with a $1,000,000 aggregate 
limit and a $25,000 deductible. 
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7.  CAPITAL ASSETS AND DEPRECIATION 
 
For the year ended June 30, 2017, the School’s capital assets consisted of the following:  
 

Balance 
06/30/16 Additions Deletions

Balance 
06/30/17

Capital Assets
Being Depreciated:
Leasehold Improvements 22,356$        $         -    $         -   22,356$       
Equipment 82,323                     -               -   82,323         

104,679                   -               -   104,679       

Depreciation:
Leasehold Improvements (11,402)              (1,118)             -   (12,520)        
Equipment (78,951)              (3,371)             -   (82,322)        
Total Accumulated
Depreciation (90,353)        (4,489)      -          (94,842)        

Total Capital Assets Being
Depreciated 14,326$       (4,489)$     $           - 9,837$         

Total Capital Assets Being 
Depreciated

 
 
8. AGREEMENT WITH HA RIVERSIDE, LLC 

 
Effective June 1, 2005, the School entered into a revised management agreement (Agreement) with 
HA Riverside, LLC, which is an educational consulting and Management Company. The agreement 
was amended again in 2014 for successive three year terms, ongoing unless one party notifies the 
other party on or before the February 1st prior to the expiration of the then-current term of its intention 
to not renew the Agreement.  This agreement expires at the end of 2020. Substantially all functions of 
the School have been contracted to HA Riverside, LLC.  HA Riverside, LLC is responsible and 
accountable to the School’s Board of Directors for the administration and operation of the School. The 
School is required to pay HA Riverside, LLC a monthly continuing fee of 95.5 percent of the School's 
“Qualified Gross Revenues”, as that term is defined in the Agreement.  The continuing fee is paid to 
HA Riverside, LLC based on the qualified gross revenues.  

 
The School had purchased service expenses for the year ended June 30, 2017, to HA Riverside, LLC 
of $2,592,143 of which $43,410 was payable to HA Riverside, LLC at June 30, 2017. HA Riverside, 
LLC will be responsible for all costs incurred in providing the educational program at the School, 
which include but are not limited to, salaries and benefits of all personnel, curriculum materials, 
textbooks, library books, computers and other equipment, software, supplies, building payments, 
maintenance, capital, and insurance. 
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9. SPONSORSHIP FEES 
 

Included in the sponsor contract with University of Toledo (UT Board) (Sponsor), it states that the 
School will pay the Sponsor three percent (3%) of the total state funds received each year, in 
consideration for the time, organization, oversight, fees and costs of the Sponsor pursuant to the 
sponsor contract. Such fees are paid to the the Sponsor monthly.  As indicated on the Statement of 
Revenues, Expenses, and Changes in Net Position, the School incurred $64,663 in sponsorship fees 
to the Sponsor. 

 
10. MANAGEMENT COMPANY EXPENSES 
 

As of June 30, 2017 (see Note 14), HA Riverside, LLC and its affiliates incurred the following 
expenses on behalf of the School: 

 

 
 
Overhead charges are assigned to the School based on a percentage of revenue.  These charges 
represent the indirect cost of services provided in the operation of the School.  Such services include, 
but are not limited to facilities management, equipment, operational support services, management 
and management consulting, board relations, human resources management, training and orientation, 
financial reporting and compliance, purchasing and procurement, education services, technology 
support, marketing and communications.  

 
 
 
 
 
 
 
 
 
 
 
 
 

Regular Instruction
(1100 Function 

Codes)

Special Instruction
(1200 Function 

Codes)

Support Services
(2000 Function 

Codes)

Non-Instructional 
(3000 through 7000 

Function Codes)
Total

1100 1200 2000 3000

Salaries & Wages 100  697,519                    178,992                    876,511                    
Employees’ Benefits 200  208,224                    72,361                      280,585                    
Professional & Technical Services 410  6,518                        150,019                    290,803                    447,339                    
Property Services 420  218,815                    218,815                    
Travel 430  4,605                        4,605                        
Communications 440  86,840                      86,840                      
Utilities 450  54,691                      54,691                      
Contracted Craft or Trade Services 460  151,714                    151,714                    
Transportation 480  5,171                        5,171                        
Other Supplies 510  2,963                        1,874                        37,211                      42,049                      
Educational Supplies & Curriculum 520  40,897                      40,897                      
Depreciation 600  51,029                      51,029                      
Other Direct Expense 800  13,259                      13,259                      
Total Direct Expenses 956,121                    151,892                    1,013,779                 151,714                    2,273,506                 

Overhead 33,334                      33,334                      

Total Expenses 956,121$                  151,892$                  1,047,113$               151,714$                  2,306,840$               

Direct Expenses: 

  
Indirect Expenses: 

  

Attachment 26: Audited Financial Statements Page 4974



RIVERSIDE COMMUNITY SCHOOL, INC. 
HAMILTON COUNTY 

 
NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED JUNE 30, 2017 
(Continued) 

 

20 

11. DEFINED BENEFIT PENSION PLANS 
 

 A. Net Pension Liability 
 

The net pension liability reported on the statement of net position represents a liability to 
employees for pensions. Pensions are a component of exchange transactions—between an 
employer and its employees—of salaries and benefits for employee services.  Pensions are 
provided to an employee—on a deferred-payment basis—as part of the total compensation 
package offered by an employer for employee services each financial period.  The obligation 
to sacrifice resources for pensions is a present obligation because it was created as a result 
of employment exchanges that already have occurred. 
 
The net pension liability represents the School’s proportionate share of each pension plan’s 
collective actuarial present value of projected benefit payments attributable to past periods of 
service, net of each pension plan’s fiduciary net position.  The net pension liability calculation 
is dependent on critical long-term variables, including estimated average life expectancies, 
earnings on investments, cost of living adjustments and others.  While these estimates use 
the best information available, unknowable future events require adjusting this estimate 
annually.   
 
Ohio Revised Code limits the School’s obligation for this liability to annually required 
payments.   The School cannot control benefit terms or the manner in which pensions are 
financed; however, the School does receive the benefit of employees’ services in exchange 
for compensation including pension.  
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they 
benefit from employee services; and (2) State statute requires all funding to come from these 
employers.  All contributions to date have come solely from these employers (which also 
includes costs paid in the form of withholdings from employees).  State statute requires the 
pension plans to amortize unfunded liabilities within 30 years.  If the amortization period 
exceeds 30 years, each pension plan’s board must propose corrective action to the State 
legislature.  Any resulting legislative change to benefits or funding could significantly affect 
the net pension liability.  Resulting adjustments to the net pension liability would be effective 
when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net 
pension liability on the accrual basis of accounting.  Any liability for the contractually-required 
pension contribution outstanding at the end of the year is included in continuing fees payable 
on the accrual basis of accounting.   
 

B.  Plan Description - School Employees Retirement System (SERS) 
 
Plan Description – School non-teaching employees participate in SERS, a cost-sharing 
multiple-employer defined benefit pension plan administered by SERS.  SERS provides 
retirement, disability and survivor benefits, annual cost-of-living adjustments, and death 
benefits to plan members and beneficiaries.  Authority to establish and amend benefits is 
provided by Ohio Revised Code Chapter 3309.  SERS issues a publicly available, stand-
alone financial report that includes financial statements, required supplementary information 
and detailed information about SERS’ fiduciary net position.  That report can be obtained by 
visiting the SERS website at www.ohsers.org under Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 
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11. DEFINED BENEFIT PENSION PLANS (continued) 
 

B. Plan Description – School Employees Retirement System (SERS) (continued) 
 

Eligible to Eligible to
Retire on or before Retire on or after
August 1, 2017 * August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 57 with 30 years of service credit

Actuarially Reduced Benefits Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Age 55 with 25 years of service credit Age 60 with 25 years of service credit

* Members with 25 years of service credit as of August 1, 2017, will be included in this plan.  
 
Annual retirement benefits are calculated based on final average salary multiplied by a 
percentage that varies based on year of service; 2.2 percent for the first 30 years of service 
and 2.5 percent for years of service credit over 30.  Final average salary is the average of the 
highest three years of salary. 
 
One year after an effective benefit date, a benefit recipient is entitled to a three percent cost-
of-living adjustment (COLA).  This same COLA is added each year to the base benefit 
amount on the anniversary date of the benefit. 
  
Funding Policy – Plan members are required to contribute 10 percent of their annual covered 
salary and the School is required to contribute 14 percent of annual covered payroll.  The 
contribution requirements of plan members and employers are established and may be 
amended by the SERS’ Retirement Board up to statutory maximum amounts of 10 percent for 
plan members and 14 percent for employers.  The Retirement Board, acting with the advice 
of the actuary, allocates the employer contribution rate among four of the System’s funds 
(Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care Fund).  For the 
fiscal year ended June 30, 2017, the allocation to pension, death benefits, and Medicare B 
was 14 percent.  SERS did not allocate any employer contributions to the Health Care Fund 
for fiscal year 2017. 
 
The School’s contractually required contribution to SERS was $25,594 for fiscal year 2017.   
. 

C. Plan Description – State Teachers Retirement System (STRS) 
 

Plan Description – School licensed teachers and other faculty members participate in STRS 
Ohio, a cost-sharing multiple-employer public employee retirement system administered by 
STRS.  STRS provides retirement and disability benefits to members and death and survivor 
benefits to beneficiaries.  STRS issues a stand-alone financial report that includes financial 
statements, required supplementary information and detailed information about STRS’ 
fiduciary net position.  That report can be obtained by writing to STRS, 275 E. Broad St., 
Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the STRS Web site at 
www.strsoh.org.  
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11. DEFINED BENEFIT PENSION PLANS (continued) 
 
C. Plan Description – State Teachers Retirement System (STRS)(continued) 

 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a 
Defined Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio 
Revised Code Chapter 3307.  The DB plan offers an annual retirement allowance based on 
final average salary multiplied by a percentage that varies based on years of service.  
Effective August 1, 2015, the calculation was 2.2 percent of final average salary for the five 
highest years of earnings multiplied by all years of service. Members are eligible to retire at 
age 60 with five years of qualifying service credit, or at age 55 with 26 years of service, or 31 
years of service regardless of age.  Eligibility changes will be phased in until August 1, 2026, 
when retirement eligibility for unreduced benefits will be five years of service credit and age 
65, or 35 years of service credit and at least age 60. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 
14 percent employer contributions into an investment account.  Investment allocation 
decisions are determined by the member.  The remaining 4.5 percent of the 14 percent 
employer rate is allocated to the defined benefit unfunded liability.  A member is eligible to 
receive a retirement benefit at age 50 and termination of employment.  The member may 
elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined 
Plan, 12 percent of the 14 percent member rate goes to the DC Plan and the remaining 2 
percent is applied to the DB Plan. Member contributions to the DC Plan are allocated among 
investment choices by the member, and contributions to the DB Plan from the employer and 
the member are used to fund the defined benefit payment at a reduced level from the regular 
DB Plan. The defined benefit portion of the Combined Plan payment is payable to a member 
on or after age 60 with five years of service. The defined contribution portion of the account 
may be taken as a lump sum payment or converted to a lifetime monthly annuity after 
termination of employment at age 50 or later. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to 
reselect a permanent plan during their fifth year of membership.  Members may remain in the 
same plan or transfer to another STRS plan.  The optional annuitization of a member’s 
defined contribution account or the defined contribution portion of a member’s Combined Plan 
account to a lifetime benefit results in STRS bearing the risk of investment gain or loss on the 
account.  STRS has therefore included all three plan options as one defined benefit plan for 
GASB 68 reporting purposes. 
 
A DB or Combined Plan member with five or more years of credited service who is 
determined to be disabled may qualify for a disability benefit.  Eligible survivors of members 
who die before service retirement may qualify for monthly benefits.  New members on or after 
July 1, 2013, must have at least ten years of qualifying service credit to apply for disability 
benefits.  Members in the DC Plan who become disabled are entitled only to their account 
balance.  If a member of the DC Plan dies before retirement benefits begin, the member’s 
designated beneficiary is entitled to receive the member’s account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State 
Teachers Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the 
fiscal year ended June 30, 2017, plan members were required to contribute 14 percent of 
their annual covered salary. The School was required to contribute 14 percent; the entire 14 
percent was the portion used to fund pension obligations.  The fiscal year 2017 contribution 
rates were equal to the statutory maximum rates. 
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11. DEFINED BENEFIT PENSION PLANS (continued)

C. Plan Description – State Teachers Retirement System (STRS)(continued)

The School’s contractually required contribution to STRS was $87,710 for fiscal year 2017.

D. Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and
Deferred Inflows of Resources Related to Pensions

The net pension liability was measured as of July 1 2016, and the total pension liability used
to calculate the net pension liability was determined by an independent actuarial valuation as
of that date. The School's employer allocation percentage of the net pension liability was
based on the employer’s share of employer contributions in the pension plan relative to the
total employer contributions of all participating employers. Following is information related to
the proportionate share and pension expense:

SERS STRS Total
Proportionate Share of the Net 
  Pension Liability 395,925$  2,200,144$      2,596,069$   
Proportion of the Net Pension Liability:
Current Measurement Date 0.00540950% 0.00657289%
Prior Measurement Date 0.00864470% 0.01069628%
Change in Proportionate Share (0.00323520%) (0.00412339%)

Pension Expense (21,206)$   (53,503)$   (74,709)$      

Deferred outflows/inflows of resources represent the effect of changes in the net pension 
liability due to the difference between projected and actual investment earnings, differences 
between expected and actual actuarial experience, changes in assumptions and changes in 
the School’s proportion of the collective net pension liability. The deferred outflows and 
deferred inflows are to be included in pension expense over current and future periods. The 
difference between projected and actual investment earnings is recognized in pension 
expense using a straight line method over a five year period beginning in the current year. 
Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the 
average expected remaining service lives of all members (both active and inactive) using the 
straight line method. Employer contributions to the pension plan subsequent to the 
measurement date are also required to be reported as a deferred outflow of resources. 
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11. DEFINED BENEFIT PENSION PLANS (continued) 
 

D. Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and 
Deferred Inflows of Resources Related to Pensions 
 
At June 30, 2017, the School reported deferred outflows of resources and deferred inflows of 
resources related to pensions from the following sources:  

SERS STRS Total
Deferred Outflows of Resources
Differences between expected and actual experience 5,342$       88,896$     94,238$             
Net difference between projected and actual earnings 
on pension plan investments 32,656       182,671     215,327             
Changes of assumptions 26,429       -            26,429               
Change in proportions and differences between School
contributions and proportionate share of contributions -            22,570       22,570               
School contributions subsequent to the measurement 
date 25,594       87,710       113,304             

Total Deferred Outflows of Resources 90,021$     381,847$   471,868$           

Deferred Inflows of Resources
Difference between School contributions
and proportionate share of contributions 151,852$   904,996$   1,056,848$        

Total Deferred Inflows of Resources 151,852$   904,996$   1,056,848$        

 
$113,304 reported as deferred outflows of resources related to pension resulting from School 
contributions subsequent to the measurement date will be recognized as a reduction of the 
net pension liability in the year ending June 30, 2018.  Other amounts reported as deferred 
outflows of resources and deferred inflows of resources related to pension will be recognized 
in pension expense as follows: 

 
STRS SERS Total

Fiscal Year Ending June 30:
2018 (175,728)$         (41,933)$          (217,661)$          
2019 (175,729) (41,957) (217,686)
2020 (105,635) (12,921) (118,556)
2021 (153,767) 9,386 (144,381)

(610,859)$         (87,425)$          (698,284)$          

 
E. Actuarial Assumptions – SERS 

 
SERS’ total pension liability was determined by their actuaries in accordance with GASB 
Statement No. 67, as part of their annual actuarial valuation for each defined benefit 
retirement plan.  Actuarial valuations of an ongoing plan involve estimates of the value of 
reported amounts (e.g., salaries, credited service) and assumptions about the probability of 
occurrence of events far into the future (e.g., mortality, disabilities, retirements, employment 
termination).  Actuarially determined amounts are subject to continual review and potential 
modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
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11. DEFINED BENEFIT PENSION PLANS (continued) 
 
E. Actuarial Assumptions – SERS (continued) 

 
Projections of benefits for financial reporting purposes are based on the substantive plan (the 
plan as understood by the employers and plan members) and include the types of benefits 
provided at the time of each valuation and the historical pattern of sharing benefit costs 
between the employers and plan members to that point.  The projection of benefits for 
financial reporting purposes does not explicitly incorporate the potential effects of legal or 
contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial 
calculations will take into account the employee’s entire career with the employer and also 
take into consideration the benefits, if any, paid to the employee after termination of 
employment until the death of the employee and any applicable contingent annuitant.  In 
many cases actuarial calculations reflect several decades of service with the employer and 
the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest 
actuarial valuation, prepared as of June 30, 2016, are presented below: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
COLA  or Ad Hoc COLA 3.00 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)

 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality 
Table with fully generational projection and a five year age set-back for both males and 
females.  Mortality among service retired members and beneficiaries were based upon the 
RP-2014 Blue Collar Mortality Table with fully generational projection with Scale BB, 120 
percent of male rates and 110 percent of female rates.  Mortality among disabled members 
were based upon the RP-2000 Disabled Mortality Table, 90 percent for male rates and 100 
percent for female rates, set back five years is used for the period after disability retirement.  
 
The actuarial assumptions used in the June 30, 2016 valuation were based on the results of 
an actuarial experience study for the period ending July 1, 2010 to June 30, 2015.  The 
assumed rate of inflation, payroll growth assumption and assumed real wage growth were 
reduced in the June 30, 2016 actuarial valuation.  The rates of withdrawal, retirement and 
disability updated to reflect recent experience and mortality rates were also updated. 

 
The long-term return expectation for the Pension Plan Investments has been determined by 
using a building-block approach and assumes a time horizon, as defined in SERS’ Statement 
of Investment Policy.  A forecasted rate of inflation serves as the baseline for the return 
expectation.  Various real return premiums over the baseline inflation rate have been 
established for each asset class.  The long-term expected nominal rate of return has been 
determined by calculating an arithmetic weighted average of the expected real return 
premiums for each asset class, adding the projected inflation rate, and adding the expected 
return from rebalancing uncorrelated asset classes. The target allocation and best estimates 
of arithmetic real rates of return for each major assets class are summarized in the following 
table: 
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11. DEFINED BENEFIT PENSION PLANS (continued)

E. Actuarial Assumptions – SERS (continued)

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return

Discount Rate The total pension liability was calculated using the discount rate of 7.50 
percent.  The projection of cash flows used to determine the discount rate assumed the 
contributions from employers and from the members would be computed based on 
contribution requirements as stipulated by State statute.  Projected inflows from investment 
earnings were calculated using the long-term assumed investment rate of return (7.50 
percent).  Based on those assumptions, the plan’s fiduciary net position was projected to be 
available to make all future benefit payments of current plan members.  Therefore, the long-
term expected rate of return on pension plan investments was applied to all periods of 
projected benefits to determine the total pension liability.   

Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes 
in the Discount Rate Net pension liability is sensitive to changes in the discount rate, and to 
illustrate the potential impact the following table presents the School’s proportionate share of 
the net pension liability calculated using the discount rate of 7.50 percent, as well as what 
each plan’s net pension liability would be if it were calculated using a discount rate that is one 
percentage point lower (6.50 percent), or one percentage point higher (8.50 percent) than the 
current rate. 

Current
1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)
School's proportionate share of 
the net pension liability $524,181 $395,925 $288,571

F. Actuarial Assumptions – STRS

The total pension liability in the June 30, 2016, actuarial valuation was determined using the
following actuarial assumptions, applied to all periods included in the measurement:

Inflation 2.75 percent
Projected salary increases 12.25 percent at age 20 to 2.75 percent at age 70
Investment Rate of Return 7.75 percent, net of investment expenses, including inflation
Cost-of-Living 
Adjustments (COLA)

2 percent simple applied as follows:  for members retiring before August 1, 
2013, 2 percent per year; for members retiring August 1, 2013,  or later, 2 
percent COLA paid on fifth anniversary of retirement date.
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11. DEFINED BENEFIT PENSION PLANS (continued)

F. Actuarial Assumptions – STRS (continued)

Mortality rates were based on the RP-2000 Combined Mortality Table (Projection 2022—
Scale AA) for Males and Females.  Males’ ages are set-back two years through age 89 and
no set-back for age 90 and above.  Females younger than age 80 are set back four years,
one year set back from age 80 through 89 and no set back from age 90 and above.

Actuarial assumptions used in the June 30, 2016, valuation are based on the results of an
actuarial experience study, effective July 1, 2012.

STRS’ investment consultant develops an estimate range for the investment return
assumption based on the target allocation adopted by the Retirement Board. The target
allocation and long-term expected rate of return for each major asset class are summarized
as follows:

Target
Asset Class Allocation

Domestic Equity 31.00 % 8.00 %
International Equity 26.00 7.85
Alternatives 14.00 8.00
Fixed Income 18.00 3.75
Real Estate 10.00 6.75
Liquidity Reserves 1.00 3.00

Total 100.00 % 7.61 %

Long-Term Expected
Real Rate of Return*

*10-year annualized geometric nominal returns, which include the real rate of return and
inflation of 2.50 percent and does not include investment expenses. The total fund long-term
expected return reflects diversification among the asset classes and therefore is not a
weighted average return of the individual asset classes.

Discount Rate The discount rate used to measure the total pension liability was 7.75 percent 
as of June 30, 2016. The projection of cash flows used to determine the discount rate 
assumes member and employer contributions will be made at the statutory contribution rates 
in accordance with rate increases described above. For this purpose, only employer 
contributions that are intended to fund benefits of current plan members and their 
beneficiaries are included.  Projected employer contributions that are intended to fund the 
service costs of future plan members and their beneficiaries, as well as projected 
contributions from future plan members, are not included.  Based on those assumptions, 
STRS’ fiduciary net position was projected to be available to make all projected future benefit 
payments to current plan members as of June 30, 2016.  Therefore, the long-term expected 
rate of return on pension plan investments of 7.75 percent was applied to all periods of 
projected benefit payment to determine the total pension liability as of June 30, 2016. 

Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes 
in the Discount Rate The following table presents the School's proportionate share of the 
net pension liability as of June 30, 2016, calculated using the current period discount rate 
assumption of 7.75 percent, as well as what the School's proportionate share of the net 
pension liability would be if it were calculated using a discount rate that is one-percentage-
point lower (6.75 percent) or one-percentage-point higher (8.75 percent) than the current rate: 
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11. DEFINED BENEFIT PENSION PLANS (continued)

F. Actuarial Assumptions – STRS (continued)

Current
1% Decrease Discount Rate 1% Increase

(6.75%) (7.75%) (8.75%)
School's proportionate share of 
the net pension liability $2,923,813 $2,200,144 $1,589,687

Changes Between Measurement Date and Report Date  In March 2017, the STRS Board 
adopted certain assumption changes which will impact their annual actuarial valuation 
prepared as of June 30, 2017.  The most significant change is a reduction in the discount rate 
from 7.75 percent to 7.45 percent.  In April 2017, the STRS Board voted to suspend cost of 
living adjustments granted on or after July 1, 2017.  Although the exact amount of these 
changes is not known, the overall decrease to School’s net pension liability is expected to be 
significant.   

12. POSTEMPLOYMENT BENEFITS

A. School Employee Retirement System (SERS)

Health Care Plan Description - The School contributes to the SERS Health Care Fund,
administered by SERS for non-certificated retirees and their beneficiaries.  For GASB 45
purposes, this plan is considered a cost-sharing, multiple-employer, defined benefit other
postemployment benefit (OPEB) plan.  The Health Care Plan includes hospitalization and
physicians’ fees through several types of plans including HMO’s, PPO’s, Medicare
Advantage, and traditional indemnity plans as well as a prescription drug program. The
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report
which can be obtained on SERS’ website at www.ohsers.org under Employers/Audit
Resources.

Access to health care for retirees and beneficiaries is permitted in accordance with Section
3309 of the Ohio Revised Code. The Health Care Fund was established and is administered
in accordance with Internal Revenue Code Section 105(e). SERS’ Retirement Board reserves
the right to change or discontinue any health plan or program. Health care is financed through
a combination of employer contributions and retiree premiums, copays and deductibles on
covered health care expenses, investment returns, and any funds received as a result of
SERS’ participation in Medicare programs. Active employee members do not contribute to the
Health Care Plan.  Retirees and their beneficiaries are required to pay a health care premium
that varies depending on the plan selected, the  number of qualified years of service,
Medicare eligibility and retirement status.
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12. POSTEMPLOYMENT BENEFITS (continued)  
 

A.   School Employee Retirement System (SERS) 
 
Funding Policy - State statute permits SERS to fund the health care benefits through 
employer contributions.  Each year, after the allocation for statutorily required basic benefits, 
the Retirement Board allocates the remainder of the employer contribution of 14 percent of 
covered payroll to the Health Care Fund. For fiscal year 2017, SERS did not allocate any 
employer contributions to the Health Care fund.   In addition, employers pay a surcharge for 
employees earning less than an actuarially determined minimum compensation amount, pro-
rated according to service credit earned. For fiscal year 2017, this amount was $23,500.  
Statutes provide that no employer shall pay a health care surcharge greater than 2 percent of 
that employer’s SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 
percent of the total statewide SERS-covered payroll for the health care surcharge. For fiscal 
year 2017, the School’s surcharge obligation was $2,732. 
 
For fiscal years 2016 and 2017, SERS did not allocate employer contributions to the Health 
Care fund.  The School’s contributions for health care for the fiscal year ended June 30, 
2015, was $4,322. The full amount has been contributed for fiscal year 2015. 
 

B.   State Teachers Retirement System (STRS) 
 
Plan Description – The School participates in the cost-sharing multiple-employer defined 
benefit Health Plan administered by the State Teachers Retirement System of Ohio (STRS) 
for eligible retirees who participated in the defined benefit or combined pension plans offered 
by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, 
physicians’ fees, prescription drugs and reimbursement of monthly Medicare Part B 
premiums.  The Plan is included in the report of STRS which can be obtained by visiting 
www.strsoh.org or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS Ohio to offer the Plan 
and gives the Retirement Board authority over how much, if any, of the health care costs will 
be absorbed by STRS.  Active employee members do not contribute to the Health Care Plan. 
 All benefit recipients, for the most recent year, pay a monthly premium.  Under Ohio law, 
funding for post-employment health care may be deducted from employer contributions.  For 
fiscal years 2017, 2016 and 2015, STRS did not allocate any employer contributions to post-
employment health care; therefore, the School did not contribute to health care in the last 
three fiscal years. 

 
13. CONTINGENCIES 

 
A. Grants 

 
Amounts received from grantor agencies are subject to audit and adjustment by the grantor. 
Any disallowed costs may require refunding to the grantor.  Amounts which may be 
disallowed, if any, are not presently determinable.  However, in the opinion of the School, any 
such adjustments will not have a material adverse effect on the financial position of the 
School. 
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13. CONTINGENCIES 
 
B. Enrollment FTE 
 

School foundation funding is based on the annualized full-time equivalent (FTE) enrollment of 
each student.  However, there is an important nexus between attendance and enrollment for 
Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of 
Education (ODE) is legislatively required to adjust/reconcile funding as enrollment information 
is updated by schools throughout the State, which can extend past the fiscal year end. 
 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent 
to the fiscal year end that may result in an additional adjustment to the enrollment information 
as well as claw backs of Foundation funding due to a lack of evidence to support student 
participation and other matters of noncompliance. ODE has not performed such a review 
on the School for fiscal year 2017. 
 
As of the date of this report, all ODE adjustments through fiscal year 2017 have been 
completed. 
 
In addition, the School’s contracts with their Sponsor and Management Company require 
payment based on revenues received from the State. As discussed above, all ODE 
adjustments through fiscal year 2017 have been completed. A reconciliation between 
payments previously made and the FTE adjustments has taken place with these contracts. 
 

              C. Litigation 
 

            The School is not a party to legal proceedings that, in the opinion of management, would 
            have a material adverse effect on the financial statements.  
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2017 2016 2015 2014
School Employees Retirement System (SERS)
School's Proportion of the Net Pension

Liability 0.00540950% 0.00864470% 0.00937100% 0.00937100%

School's Proportionate Share of the Net
Pension Liability 395,925$       493,275$       474,261$       557,263$            

School's Covered-Employee Payroll 239,314$       364,894$       229,048$       248,165$            

School's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered-Employee Payroll 165.44% 135.18% 207.06% 224.55%

Plan Fiduciary Net Position as a
Percentage of the Total Pension
Liability 62.98% 69.16% 71.70% 65.52%

(1) Information prior to 2014 is not available.

Notes:
School Employees Retirement System (SERS)

Changes of Benefit Terms: None. 

The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

Changes of Assumptions: Amounts reported in 2017 reflect an adjustment of the rates of withdrawal, retirement and 
disability to more closely reflect actual experience and the expectation of retired life mortality was based on RP-
2014 Blue Collar Mortality Tables and RP-2000 Disabled Mortality Table. The following reductions were also made to 
the actuarial assumptions:

· Discount rate from 7.75% to 7.50%
· Assumed rate of inflation from 3.25% to 3.00%
· Payroll growth assumption from 4.00% to 3.50%
· Assumed real wage growth from 0.75% to 0.50%
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2017 2016 2015 2014
State Teachers Retirement System (STRS)
School's Proportion of the Net Pension

Liability 0.00657289% 0.01069628% 0.01056470% 0.01056470%

School's Proportionate Share of the Net
Pension Liability 2,200,144$    2,956,139$  2,569,701$  3,061,011$   

School's Covered-Employee Payroll 965,486$   1,120,371$  849,508$       543,069$     

School's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered-Employee Payroll 227.88% 263.85% 302.49% 563.65%

Plan Fiduciary Net Position as a
Percentage of the Total Pension
Liability 66.80% 72.10% 74.70% 69.30%

(1) Information prior to 2014 is not available.

The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal 
year.
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2017 2016 2015 2014
School Employees Retirement System (SERS)
Contractually Required Contribution 25,594$     33,504$     48,093$     31,746$     

Contributions in Relation to the
Contractually Required Contribution (25,594)      (33,504)      (48,093)  (31,746)    

Contribution Deficiency (Excess) -$  -$ -$ -$       

School Covered-Employee Payroll 182,814$   239,314$   364,894$   229,048$   

Contributions as a Percentage of
Covered-Employee Payroll 14.00% 14.00% 13.18% 13.86%
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2013 2012 2011 2010 2009 2008

34,346$       29,885$      33,123$       68,568$         50,580$         37,618$         

(34,346)    (29,885)      (33,123)   (68,568)  (50,580)      (37,618)  

-$     -$ -$ -$ -$ -$      

248,165$     222,193$  263,508$     506,411$       514,024$       383,075$       

13.84% 13.45% 12.57% 13.54% 9.84% 9.82%
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2017 2016 2015 2014
State Teachers Retirement System (STRS)
Contractually Required Contribution 87,710$   135,168$    156,852$     110,436$   

Contributions in Relation to the
Contractually Required Contribution (87,710)  (135,168)  (156,852) (110,436)    

Contribution Deficiency (Excess) -$  -$  -$  -$   

School Covered-Employee Payroll 626,500$   965,486$    1,120,371$  849,508$   

Contributions as a Percentage of
Covered-Employee Payroll 14.00% 14.00% 14.00% 13.00%
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2013 2012 2011 2010 2009 2008

70,599$     92,224$     108,080$      177,816$      171,731$      157,253$      

(70,599)      (92,224)      (108,080)       (177,816)       (171,731)    (157,253)      

-$          -$ -$ -$ -$ -$

543,069$   709,415$   831,385$      1,367,815$  1,321,008$  1,209,638$   

13.00% 13.00% 13.00% 13.00% 13.00% 13.00%
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January 19, 2018 
 
To the Board of Directors  
Riverside Community School, Inc. 
Hamilton County, Ohio 
3280 River Road 
Cincinnati, Ohio 45204 
 

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 
and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the Riverside 
Community School, Inc., Hamilton County, Ohio (the “School”) as of and for the year ended June 30, 
2017, and the related notes to the financial statements, which collectively comprise the School’s basic 
financial statements, and have issued our report thereon dated January 19, 2018. 
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School's internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate in 
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the School’s internal control. Accordingly, we 
do not express an opinion on the effectiveness of the School’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with 
governance.  
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified. 
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Riverside Community School, Inc. 
Independent Auditor’s Report on Internal Control over Financial Reporting and on  

Compliance and Other Matters Based on an Audit of Financial Statements  
Performed in Accordance with Government Auditing Standards 

Page 2 of 2 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 
results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 

 
 

 
Medina, Ohio 
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Board of Directors 
South Columbus Preparatory Academy 
3220 Groveport Road 
Columbus, Ohio 43207 
 
 
We have reviewed the Independent Auditor’s Report of the South Columbus Preparatory 
Academy, Franklin County, prepared by Rea & Associates, Inc., for the audit period July 1, 2018 
through June 30, 2019.  Based upon this review, we have accepted these reports in lieu of the 
audit required by Section 117.11, Revised Code.  The Auditor of State did not audit the 
accompanying financial statements and, accordingly, we are unable to express, and do not 
express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The South Columbus Preparatory Academy is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
January 27, 2020  
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December 22, 2019 
 
To the Board of Directors 
South Columbus Preparatory Academy 
Franklin County, Ohio 
3220 Groveport Road 
Columbus, Ohio 43207 
 
 

INDEPENDENT AUDITOR'S REPORT 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the South Columbus Preparatory Academy, 
Franklin County, Ohio, (the “Academy”) as of and for the year ended June 30, 2019, and the related notes 
to the financial statements, which collectively comprise the Academy’s basic financial statements as listed 
in the table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the Academy’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Academy’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
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South Columbus Preparatory Academy  
Independent Auditor’s Report 
Page 2 of 3 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the South Columbus Preparatory Academy, Franklin County, Ohio, as of June 30, 
2019, and the changes in its financial position and its cash flows for the year then ended in accordance 
with accounting principles generally accepted in the United States of America. 
 
Emphasis of a Matter  
 
The accompanying financial statements have been prepared assuming the Academy will continue as a 
going concern. As disclosed in Note 14 to the financial statements, the Academy has suffered a recurring 
loss from operations and has a net position deficit of $332,058 that raises substantial doubt about its 
ability to continue as a going concern. This deficit net position includes the effect of the net pension 
liability, net OPEB asset/liability and related accruals totaling $6,269. Note 14 describes management’s 
plan regarding these issues. The financial statements do not include any adjustments that might result 
from the outcome of this uncertainty. Our opinion is not modified with respect to this matter. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the Academy's Proportionate Share of the Net Pension Liability, 
Schedule of the Academy’s Contributions-Pension, Schedule of the Pension’s Proportionate Share of the 
Net OPEB Asset/Liability, and the Schedule of the Pension’s Contributions - OPEB as listed in the table 
of contents, be presented to supplement the basic financial statements. Such information, although not a 
part of the basic financial statements, is required by the Governmental Accounting Standards Board who 
considers it to be an essential part of financial reporting for placing the basic financial statements in an 
appropriate operational, economic, or historical context. We have applied certain limited procedures to 
the required supplementary information in accordance with auditing standards generally accepted in the 
United States of America, which consisted of inquiries of management about the methods of preparing the 
information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic 
financial statements. We do not express an opinion or provide any assurance on the information because 
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance.  
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South Columbus Preparatory Academy  
Independent Auditor’s Report 
Page 3 of 3 
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated December 22, 
2019 on our consideration of the Academy’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the Academy’s internal control over financial reporting or on compliance. That report is 
an integral part of an audit performed in accordance with Government Auditing Standards in considering 
the Academy’s internal control over financial reporting and compliance. 
 
 
 
 
 

 Cambridge, Ohio 
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The  discussion  and  analysis  of  the  South  Columbus  Preparatory  Academy  (the  Academy)  financial 
performance provides an overall review of the Academy’s financial activities for the fiscal year ended June 
30, 2019. The intent of this discussion and analysis is to look at the Academy’s’ financial performance as 
a  whole;  readers  should  also  review  the  basic  financial  statements  and  notes  to  the  basic  financial 
statements to enhance their understanding of the Academy’s financial performance.  

The Management’s Discussion and Analysis (the MD&A) is an element of the reporting model adopted by 
the  Governmental  Accounting  Standards  Board  (GASB)  in  their  Statement  No.  34  Basic  Financial 
Statements  –  and Management’s Discussion and Analysis  –  for  State  and  Local Governments.  Certain 
comparative  information  between  the  current  fiscal  year  and  the  prior  fiscal  year  is  required  to  be 
presented in the MD&A.  

FINANCIAL HIGHLIGHTS 
 
Key Financial Highlights for the Academy for the 2018‐19 school year are as follows:  

 Total Assets increased $286,122. 

 Total Liabilities increased $1,131,485.   

 Total Net Position increased $11,699. 

 Total Operating and Non‐Operating revenues were $1,739,493. Total Operating expenses were 
$1,727,794. 
 

USING THIS ANNUAL REPORT 
  
This report consists of three parts: the required supplemental information, the basic financial statements, 
and notes  to those statements.   The basic  financial statements  include a Statement of Net Position, a 
Statement of Revenues, Expenses and Change in Net Position, and a Statement of Cash Flows.   

The Statement of Net Position and Statement of Revenues, Expenses, and Change in Net Position reflect 
how the Academy did financially during fiscal year 2019.  These statements include all assets, deferred 
outflows of resources, liabilities, and deferred inflows of resources, using the accrual basis of accounting 
similar to the accounting used by most private‐sector companies. This basis of accounting includes all of 
the current year revenues and expenses regardless of when cash is received or paid.  

These  statements  report  the Academy’s net position and  changes  in  that position. This  change  in net 
position  is  important  because  it  tells  the  reader  whether  the  financial  position  of  the  Academy  has 
improved or diminished. The causes of  this change may be the result of many factors, some financial, 
some  not.  Non‐financial  factors  include  the  Academy’s’  student  enrollment,  per‐pupil  funding  as 
determined by the State of Ohio, change in technology, required educational programs and other factors. 

The Academy uses enterprise presentation for all of its activities.
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USING THIS ANNUAL REPORT (Continued) 
 
Statement of Net Position ‐ The Statement of Net Position answers the question of how the Academy did 
financially  during  2019  and 2018.    This  statement  includes  all  assets,  deferred outflows  of  resources, 
liabilities, and deferred  inflows of  resources, both  financial and capital, and short‐term and  long‐term 
using the accrual basis of accounting and economic resource focus, which is similar to the accounting used 
by most private‐sector companies.  This basis of accounting takes into account all revenues and expenses 
during the year, regardless of when the cash is received or paid.   
 
Table 1 provides a summary of the Academy’s Net Position for fiscal year 2019 compared to 2018.   

 

2019 2018

Assets

Current Assets 206,857$        122,437$       

Noncurrent Assets 64,319            ‐                  

Capital Assets, Net 273,592          136,209         

Total Assets 544,768          258,646         

Deferred Outflows of Resources 1,091,114      70,516           

Liabilities

Current Liabilities 806,238          672,919         

Non‐Current Liabilities 998,166          ‐                  

Total Liabilities 1,804,404      672,919         

Deferred Inflows of Resources 163,536          ‐                  

Net Position

Invested in Capital Assets 273,592          136,209         

Unrestricted (605,650)        (479,966)       

Total Net Position (332,058)$      (343,757)$     

Table 1

Statement of Net Position

 
Over time, net position can serve as a useful indicator of a government’s financial position.  At June 30, 
2019, the Academy’s net position totaled $(332,058). Liabilities significantly increased over the prior year 
due to the full implementation of GASB 68 and GASB 75. For further details see Note 7 and Note 8. 
 
Current  assets  represent  cash  and  cash  equivalents,  intergovernmental  receivable,  and  other  assets.  
Current liabilities represent accounts payable and accrued expenses.  
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USING THIS ANNUAL REPORT (Continued) 
 
The Academy has adopted GASB Statement 68, “Accounting and Financial Reporting  for Pensions—an 
Amendment of GASB Statement 27,” and GASB Statement 75, “Accounting and Financial Reporting for 
Postemployment  Benefits  Other  Than  Pensions,”  which  significantly  revises  accounting  for  costs  and 
liabilities related to other postemployment benefits (OPEB).  For reasons discussed below, many end users 
of this financial statement will gain a clearer understanding of the Academy’s actual financial condition by 
adding  deferred  inflows  related  to  pension  and  OPEB,  the  net  pension  liability  and  the  net  OPEB 
asset/liability to the reported net position and subtracting deferred outflows related to pension and OPEB 
and net OPEB asset. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports  prepared  in  accordance  with  generally  accepted  accounting  principles.    Prior  accounting  for 
pensions  (GASB  27)  and  postemployment  benefits  (GASB  45)  focused  on  a  funding  approach.    This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OBEP asset/liability.  GASB 68 and 
GASB 75  take  an  earnings  approach  to  pension  and OPEB  accounting;  however,  the  nature of Ohio’s 
statewide pension/OPEB plans and state law governing those systems requires additional explanation in 
order to properly understand the information presented in these statements. 

 
GASB  68  and GASB  75  require  the  net  pension  liability  and  the  net  OPEB  asset/liability  to  equal  the 
Academy’s proportionate share of each plan’s collective: 
 

1. Present  value  of  estimated  future  pension/OPEB  benefits  attributable  to  active  and  inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 

GASB  notes  that  pension  and  OPEB  obligations,  whether  funded  or  unfunded,  are  part  of  the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, 
and the promise of a future pension and other postemployment benefits.  GASB noted that the unfunded 
portion of this promise is a present obligation of the government, part of a bargained‐for benefit to the 
employee, and should accordingly be reported by the government as a liability since they received the 
benefit of the exchange.  However, the Academy is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement  systems  to  provide  healthcare  to  eligible  benefit  recipients.    The  retirement  systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
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USING THIS ANNUAL REPORT (Continued) 
 
The  employee  enters  the  employment  exchange with  the  knowledge  that  the  employer’s  promise  is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a specific, 
legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the 
unfunded  liability  of  the  pension/OPEB  plan  as  against  the  public  employer.    State  law  operates  to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the  employment  exchange  with  notice  as  to  the  law.    The  retirement  system  is  responsible  for  the 
administration of the pension and OPEB plans.  
 
Most long‐term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time‐off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability.  As explained above, changes in benefits, 
contribution rates, and return on investments affect the balance of these liabilities, but are outside the 
control of the local government.  In the event that contributions, investment returns, and other changes 
are insufficient to keep up with required payments, State statute does not assign/identify the responsible 
party for the unfunded portion.  Due to the unique nature of how the net pension liability and the net 
OPEB liability are satisfied, these liabilities are separately identified within the long‐term liability section 
of the statement of net position. 
 
In accordance with GASB 68 and GASB 75,  the Academy’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB asset/liability, respectively, not accounted for 
as deferred inflows/outflows.  

 
There was a significant change in net pension / OPEB liability / asset for the school.  The fluctuations are 
due  to changes  in  the actuarial  liabilities  / assets and  related accruals  that are passed  through  to  the 
school’s financial statement.  All components of pension and OPEB accruals contribute to the fluctuations 
in deferred outflows / inflows and net pension/OPEB liabilities/asset and are described in more detail in 
their respective notes. 

 
Statement of Revenues, Expenses and Change in Net Position ‐ Table 2 shows the change in Net Position 
for fiscal years 2019 and 2018 as well as a listing of revenues and expenses.   This change in Net Position 
is  important because it tells the reader that, for the Academy as a whole, the financial position of the 
Academy has improved or diminished. The cause of this may be the result of many factors, some financial, 
some  not.    Non‐financial  factors  include  the  current  laws  in  Ohio  restricting  revenue  growth,  facility 
conditions, required educational programs and other factors. 
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USING THIS ANNUAL REPORT (Continued) 
 

Operating Revenues

State Aid   $             1,277,268   $                 586,520 

Other                       17,265                        12,150 

     Total Operating Revenues                 1,294,533                      598,670 

Operating Expenses        

Purchased Services                 1,584,352                  1,122,861 

Supplies                       30,501                      165,020 

Depreciation                       93,638                        36,915 

Other                       19,303                        14,394 

      Total Operating Expenses                 1,727,794                  1,339,190 

Operating (Loss)                   (433,261)                   (740,520)

Non‐Operating Revenues

Federal Grants                     442,460                      396,763 

Other Grants                          2,500                                  ‐   

      Total Non‐Operating Revenues                     444,960                      396,763 

 

Change in Net Position  $                   11,699   $              (343,757)

2019

Table 2

Change in Net Position

2018

 
 
State  Aid  and  Federal  Revenues  significantly  increased  over  the  prior  year  due  a  large  increase  in 
enrollment.  The increased enrollment also was the cause of the large increased in expenses overall as 
more students were needing to be serviced, during the Academy’s second year of operations.  In addition, 
purchased  services  increased  with  the  pension/OPEB  expense  recognized  in  the  current  year,  as 
previously discussed.   
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CAPITAL ASSETS  

At  fiscal  year  end,  the  Academy’s  net  capital  asset  balance  was  $273,592.  This  balance  represents 
$404,145  of  acquisitions  offset  by  accumulated  depreciation  of  $130,552.      For more  information  on 
capital assets, see Note 5 of the Basic Financial Statements. 
 

CURRENT FINANCIAL ISSUES 
 
The Academy is a community School and is funded through the State of Ohio Foundation Program.  The 
Academy relies on this, as well as, State and Federal funds as its primary source of revenue.   In 2019, the 
State  raised  the  base  per  pupil  funding  to  $6,020  which  is  up  from  $6,010  in  the  previous  year. 
Additionally, community schools in Ohio will be allocated a small amount of facilities funding which is also 
per pupil based.  This amount is projected to be $200 per pupil. 
 
The full‐time equivalent enrollment of the Academy for the year ended June 30, 2019 was 171, compared 
to a figure of 79 at the end of fiscal year 2018.   
 
Overall, the Academy will continue to provide learning opportunities and apply resources to best meet 
the needs of students. 
 

CONTACTING THE ACADEMY’S FINANCIAL MANAGEMENT  
 
This financial report is designed to provide our citizen’s, taxpayers, investors and creditors with a general 
overview of the Academy’s finances and to demonstrate accountability for the money it receives. If you 
have questions about this report or need additional information contact the Academy’s Fiscal Officer, C. 
David Massa, CPA, of Massa Financial Solutions, LLC, 3220 Groveport Road, Columbus, OH 43207. 
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SOUTH COLUMBUS PREPARATORY ACADEMY ‐ FRANKLIN COUNTY, OHIO 

 
Statement of Net Position 

At June 30, 2019 

Assets:

Current Assets:

    Cash and Cash Equivalents 48,577$            

    Intergovernmental Receivable 157,017

 Other Assets 1,263

      Total Current Assets 206,857

Noncurrent Assets:

  Net OPEB Asset 64,319

  Capital Assets, net of Accumulated Depreciation 273,592

      Total Noncurrent Assets 337,911

 

Total Assets 544,768            

Deferred Outflows of Resources:

    Pension 904,699            

    OPEB 186,415            

      Total Deferred Outflows of Resources 1,091,114         

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 175,744            

    Accounts Payable, Related Party 616,252            

    Accrued Expenses 14,242               

       Total Current Liabilities 806,238            

Noncurrent Liabilities:

  Net Pension Liabil ity 960,239

  Net OPEB Liabil ity 37,927

    Total Noncurrent Liabilities 998,166

       Total Liabilities 1,804,404

Deferred Inflows of Resources

    Pension 61,336               

    OPEB 102,200            

      Total Deferred Inflows of Resources 163,536            

Net Position:

  Invested in Capital Assets 273,592

  Unrestricted Net Position (605,650)           

  Total Net Position (332,058)$         

See Accompanying Notes to the Basic Financial Statements
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SOUTH COLUMBUS PREPARATORY ACADEMY ‐ FRANKLIN COUNTY, OHIO 

 
Statement of Revenues, 

Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2019 

 
 

 

Operating Revenues:

  State Aid 1,277,268$       

  Miscellaneous 17,265

    Total Operating Revenues 1,294,533

Operating Expenses:

  Purchased Services 1,584,352

  Depreciation 93,638

  Supplies 30,501

  Other Operating Expenses 19,303

    Total Operating Expenses 1,727,794

      Operating Loss (433,261)

Non‐Operating Revenues:

  Federal Grants  442,460

  Other Grants 2,500                 

    Net Nonoperating Revenues 444,960

Change in Net Position 11,699               

Net Position Beginning of Year (343,757)           

Net Position End of Year (332,058)$         

See Accompanying Notes to the Basic Financial Statements
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SOUTH COLUMBUS PREPARATORY ACADEMY ‐ FRANKLIN COUNTY, OHIO 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2019 

 
 

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 1,277,939$       

Other Operating Receipts 17,266               

Cash Payments to Suppliers for Goods and Services (1,425,315)        

Net Cash Used For Operating Activities (130,110)           

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Purchase of Assets (231,022)           

Net Cash Used for Capital  and Related Financing Activities (231,022)           

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Federal and State Grant Receipts 402,212            

Net Cash Provided By Noncapital  Financing Activities 402,212            

Net Increase in Cash and Cash Equivalents 41,080               

Cash and Cash Equivalents ‐ Beginning of the Year 7,497                 

Cash and Cash Equivalents ‐ Ending of the Year 48,577$            

See Accompanying Notes to the Basic Financial Statements  
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

(Continued)
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SOUTH COLUMBUS PREPARATORY ACADEMY ‐ FRANKLIN COUNTY, OHIO  

 
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2019 
(Continued) 

 

Reconciliation of Operating Loss to Net Cash Used For Operating Activities

Operating Loss (433,261)$         

Adjustments to Reconcile Operating Loss to Net Cash Used For Operating Activities

Depreciation 93,638               

Changes in Assets, Liabil ities, and Deferred Inflows and Outflows of Resources:

(Increase)/Decrease in Receivables 134                    

(Increase)/ Decrease in Deferred Outflows (1,020,598)        

Increase/ (Decrease) in Deferred Inflows 163,536            

Increase/ (Decrease) in Net Pension Liabil ity 960,239            

(Increase)/Decrease in Other Assets (725)                   

Increase/(Decrease) in Accounts Payable 123,603            

Increase/(Decrease) in Accrued Expenses 9,716                 

(Increase)/Decrease in Net OPEB Asset (64,319)             

Increase/(Decrease) in Net OPEB Liabil ity 37,927               

Net Cash Used For Operating Activities (130,110)$         

 
 
          See Accompanying Notes to the Basic Financial Statements 
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NOTE 1 ‐ DESCRIPTION OF THE ENTITY 
 
South Columbus Preparatory Academy, (the Academy) is a nonprofit corporation established pursuant to 
Ohio Revised Code Chapters 3314 and 1702.  The Academy’s mission is to improve the lives of its students 
by providing authentic  learning experiences  in a collaborative, nurturing environment that will build a 
foundation  for  student’s  success  in  school,  at  future  work  and  in  life.  The  Academy  operates  on  a 
foundation, which fosters character building for all students, parents and staff members.  The Academy, 
which is part of the State’s education program, is independent of any Academy and is nonsectarian in its 
programs, admission policies, employment practices, and all other operations.  The Academy may acquire 
facilities as needed and contract for any services necessary for the operation of the Academy. 
 
The Academy was approved for operation under a contract with St. Aloysius Orphanage (the Sponsor) for 
a five‐year period commencing on July 1, 2017.  The Sponsor is responsible for evaluating the performance 
of the Academy and has the authority to deny renewal of the contract at its expiration or terminate the 
contract prior to its expiration.  
 
The Academy operates under the direction of a Board of Directors (the Board).  The Board is responsible 
for  carrying  out  the provisions  of  the  contract which  include,  but  are  not  limited  to,  state mandated 
provisions  regarding  student  populations,  curriculum,  academic  goals,  performance  standards, 
admissions standards, and qualifications of teachers.  The Board controls the Academy’s instructional and 
administrative staff. 
 
The Academy contracts with Accel Schools for management services including management of personnel 
and human  resources,  the program of  instruction, marketing data management,  purchasing,  strategic 
planning,  public  relation,  financial  reporting,  recruiting,  compliance  issues,  budgets,  contracts,  and 
equipment and facilities.  
 

NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The basic financial statements of the Academy have been prepared in conformity with generally accepted 
accounting principles  (GAAP)  as  applied  to  governmental  nonprofit  organizations.    The Governmental 
Accounting Standards Board (GASB) is the accepted standard‐setting body for establishing governmental 
accounting and financial reporting principles.  The more significant of the Academy’s accounting policies 
are described below. 
 
Basis of Presentation ‐ The Academy’s basic financial statements consist of a Statement of Net Position, 
a Statement of Revenue, Expenses and Change in Net Position, and a Statement of Cash Flows. Enterprise 
fund reporting focuses on the determination of the changes in net position, financial position and cash 
flows. 
 
The Government Accounting  Standards Board  identifies  the presentation of  all  financial  activity  to be 
reported within one enterprise fund for year‐ending reporting purposes.  Enterprise accounting is used to 
account for operations that are financed and operated in a manner similar to private business enterprise 
where the  intent  is that the cost  (expense) of providing goods and services to the general public on a 
continuing basis be financed or recovered primarily through user charges. 
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NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Measurement  Focus  and  Basis  of  Accounting  ‐  The  accounting  and  financial  reporting  treatment  is 
determined  by  measurement  focus.  Enterprise  accounting  uses  a  flow  of  economic  resources 
measurement  focus. Under  this measurement  focus,  all  assets,  all  deferred  outflows of  resources,  all 
liabilities,  and  all  deferred  inflows  of  resources  are  included  on  the  Statement  of  Net  Position.  The 
Statement of Revenues, Expenses and Changes  in Net Position presents  increases (e.g., revenues) and 
decreases (e.g., expenses) in total Net Position.  
 
Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported in 
the financial statements.  The accrual basis of accounting is used for reporting purposes.  Revenues are 
recognized when they are earned, and expenses are recognized when they are incurred.  
 

Budgetary Process ‐ Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C). However, unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter  5705,  unless  specifically  provided  in  the  contract  between  the  School  and  its  Sponsor.  The 
contract between the Academy and its Sponsor does not require the Academy to follow the provisions 
Ohio Revised Code Chapter 5705; therefore, no budgetary information is presented in the basic financial 
statements.  

         
Cash and Cash Equivalents ‐ Cash received by the Academy is reflected as “Cash and Cash Equivalents” 
on the Statement of Net Position.  The Academy did not have any investments during the period ended 
June 30, 2019. 
       
Estimates  ‐ The preparation of  financial  statements  in  conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from these estimates. 
 
Capital  Assets  and  Depreciation  ‐  Capital  assets  are  capitalized  at  cost.    Donated  capital  assets  are 
recorded at their acquisition values as of the date received.  The costs of additions are capitalized and 
expenditures for repairs and maintenance are expensed when incurred.  When property is sold or retired, 
the related costs and accumulated depreciation are removed from the financial records and any gain or 
loss is included in additions to or deductions from net position. Capital assets were $273,592 as of June 
30,  2019,  net  of  accumulated  depreciation.  Depreciation  of  capital  assets  is  calculated  utilizing  the 
straight‐line method over the estimated useful lives of the assets which are as follows: 
 

Asset Class                 Useful Life 
Computers & Software                  3 years 

  Furniture & Equipment                  5 years 
        Leasehold Improvements              10 years          

 
The  Academy’s  policy  for  asset  capitalization  threshold  is  $5,000.  Assets  or  certain  asset  groups  not 
meeting the capitalization threshold are not capitalized and are not included in the assets represented in 
the accompanying statement of net position. 
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NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Intergovernmental  Revenues  ‐ The  Academy  currently  participates  in  the  State  Foundation  Program. 
Revenues received from this program are recognized as operating revenues in the accounting period in 
which all eligibility requirements have been met. 
 
Grants and entitlements are  recognized as non‐operating  revenues  in  the accounting period  in which 
eligibility requirements have been met. 

 
Eligibility  requirements  include  timing  requirements,  which  specify  the  year  when  the  resources  are 
required to be used or the fiscal year when use is first permitted, matching requirements, in which the 
Academy must provide local resources to be used for a specified purpose, and expenditure requirements, 
in which the resources are provided to the Academy on a reimbursement basis. 

 
The  Academy  also  participates  in  various  federal  programs  passed  through  the  Ohio  Department  of 
Education.  
 
Under the above programs the Academy recorded $1,277,268 this fiscal year from the State Foundation 
Program and Casino Tax Revenues and $442,460 from Federal Grants.    
 
Compensated Absences ‐ Vacation is taken in a manner which corresponds with the Academy calendar; 
therefore, the Academy does not accrue vacation time as a liability. 
 
Sick/personal leave benefits are earned by full‐time employees at the rate of thirteen days per year and 
cannot be carried into the subsequent years.  No accrual for sick time is made since unused time is not 
paid to employees upon employment termination. 
 
Accrued Liabilities ‐ Obligations incurred but unpaid at June 30 are reported as accrued liabilities in the 
accompanying financial statements.  These liabilities consisted of Accounts Payable and Accrued Expenses 
and totaled $806,238 at June 30, 2019. 
 
Exchange and Non‐Exchange Transactions ‐ Revenue resulting from exchange transactions, in which each 
party gives and receives essentially equal value, is recorded on the accrual basis when the exchange takes 
place. Non‐exchange  transactions,  in which  the Academy  receives  value without  directly  giving  equal 
value  in  return,  include  grants,  entitlements  and  donations.    Revenue  from  grants,  entitlements  and 
donations is recognized in the fiscal year in which all eligibility requirements have been satisfied.  Eligibility 
requirements include timing requirements, which specify the year when the resources are required to be 
used or the fiscal year when use is first permitted, matching requirements, in which the Academy must 
provide local resources to be used for a specified purpose, and expenditures requirements, in which the 
resources are provided to the Academy on a reimbursement basis. 
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NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Net  Position  ‐ Net  position  represent  the  difference  between  assets  and  liabilities.        Net  position  is 
reported  as  restricted  when  there  are  limitations  imposed  on  their  use  through  external  restriction 
imposed by  creditors,  grantors,  or  laws and  regulations of  other  governments.    The Academy applies 
restricted resources when an expense is incurred for purposes for which both restricted and unrestricted 
net  position  are  available.  Net  position  invested  in  capital  assets  consist  of  capital  assets,  net  of 
accumulated  depreciation,  reduced  by  the  outstanding  balances  of  any  borrowings  used  for  the 
acquisition, construction, or improvement of those assets. 

 
Operating Revenues and Expenses ‐ Operating revenues are those revenues that are generated directly 
from the primary activities of the Academy.   For the Academy, these revenues are primarily the State 
Foundation program.   Operating expenses are necessary costs  incurred to provide the good or service 
that is the primary activity of the Academy.  All revenues and expenses not meeting this definition are 
reported as non‐operating.  There were no non‐operating expenses reported at June 30, 2019. 
 
Deferred Inflows and Deferred Outflows of Resources ‐ In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of  resources  represent  a  consumption of  net  position  that  applies  to  a  future period  and will  not  be 
recognized  as  an  outflow  of  resources  (expense/expenditure)  until  then.    For  the  Academy,  deferred 
outflows of resources are reported on the statement of net position for pension and OPEB.  The deferred 
outflows of resources related to pension and OPEB plans are explained in Notes 7 and 8.  
  
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. For the Academy, deferred inflows of resources include 
pension and OPEB. These amounts are deferred and recognized as an inflow of resources in the period 
the amounts become available.   Deferred  inflows of  resources  related to pension and OPEB plans are 
reported on the statement of net position. (See Notes 7 and 8) 
 
Pensions/Other Postemployment Benefits  (OPEB)  ‐ For purposes of measuring  the net pension/OPEB 
asset/liability,  deferred  outflows  of  resources  and  deferred  inflows  of  resources  related  to 
pensions/OPEB,  and  pension/OPEB  expense,  information  about  the  fiduciary  net  position  of  the 
pension/OPEB plans and additions to/deductions from their fiduciary net position have been determined 
on the same basis as they are reported by the pension/OPEB plan.  For this purpose, benefit payments 
(including refunds of employee contributions) are recognized when due and payable in accordance with 
the benefit terms.  The pension/OPEB plans report investments at fair value. 
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NOTE 3 ‐ CASH AND CASH EQUIVALENTS 
 
The  following  information  classifies  deposits  by  category  of  risk  as  defined  in  GASB  Statement  No.3 
“Deposits  with  Financial  Institutions,  Investments  (including  Repurchase  Agreements)  and  Reverse 
Repurchase  Agreements,”  as  amended  by  GASB  Statement  No.40,  “Deposit,  and  Investment  Risk 
Disclosures”. 
 
The  Academy  maintains  its  cash  balances  at  one  financial  institution,  Huntington  Bank  in  Ohio.  The 
balances are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying 
account.  At June 30, 2019, the book amount of the Academy’s deposits was $48,577 and the bank balance 
was $56,018.  
 
The Academy had no deposit policy for custodial risk beyond the requirement of state statute.  Ohio law 
requires that deposits either be insured or be protected by eligible securities pledged to and deposited 
either with the Academy or a qualified trustee by the financial institution as security for repayment or by 
a collateral pool of eligible securities deposited with a qualified trustee to secure repayment of all public 
monies deposited in the financial institution whose market value shall be at least 105% of deposits being 
secured. At June 30, 2019, none of the bank balance was exposed to custodial credit risk. 
 

NOTE 4 ‐ RECEIVABLES 
 
The Academy has receivables totaling $157,017 at June 30, 2019. These receivables represented amounts 
due to the Academy from Federal programs, including the Charter School Program, but not received as of 
June 30, 2019.  All amounts are expected to be collected within one year. 
 

NOTE 5 ‐ CAPITAL ASSETS  
 
For the period ending June 30, 2019, the Academy’s capital assets consisted of the following: 
 

Balance Balance
June 30, 2018 Additions Deletions June 30, 2019

Capital Assets:
Leasehold Improvements 52,211$          60,427$           -$              112,638$         
Computers and Software 56,333           133,093           -                189,426           
Furniture and Equipment 64,580           37,501             -                102,081           
Total Capital Assets 173,124         231,021           -                404,145           

Less Accumulated Depreciation:
Leasehold Improvements (5,221)           (12,161)            -                (17,382)            
Computers and Software (18,778)         (61,060)            -                (79,838)            
Furniture and Equipment (12,916)         (20,417)            -                (33,333)            

Total Accumulated Depreciation (36,915)         (93,638)            -                (130,553)          

Total Capital Assets, Net 136,209$      137,383$        -$              273,592$        
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NOTE 6 ‐ RISK MANAGEMENT 
 
Property & Liability ‐ The Academy is exposed to various risks of loss related to torts; theft of, damage to, 
and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  During the 
fiscal  year  ending  June  30,  2019,  the  Academy  contracted  with  Cincinnati  Insurance  Company  for 
nonprofits  and  maintained  general  liability  insurance  with  a  $1,000,000  single  occurrence  limit  and 
$2,000,000 annual aggregate.  Settled claims have not exceeded this coverage in the past two years, nor 
has there been any significant reduction in insurance coverage during the year. 
 
Workers’ Compensation  ‐ The Academy pays the State Worker’s Compensation System a premium for 
employee injury coverage.  The premium is calculated by multiplying the monthly total gross payroll by a 
factor that is calculated by the State.  
 
Employee Medical and Dental Benefits  ‐ The Academy provides medical, vision, and dental  insurance 
benefits through United Healthcare to all full‐time employees. During the school year, the Academy paid 
80% of the monthly premiums for all employees. 
 

NOTE 7 ‐ DEFINED BENEFIT PENSIONS PLANS 
 
Net Pension Liability 
 
The net pension liability reported on the statement of net position represents a liability to employees for 
pensions.  Pensions  are  a  component  of  exchange  transactions—between  an  employer  and  its 
employees—of salaries and benefits for employee services.  Pensions are provided to an employee—on a 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for pensions is a present obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long‐
term  variables,  including  estimated  average  life  expectancies,  earnings  on  investments,  cost  of  living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   

 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy  cannot  control  benefit  terms  or  the manner  in which  pensions  are  financed;  however,  the 
Academy  does  receive  the  benefit  of  employees’  services  in  exchange  for  compensation  including 
pension.  

 
GASB 68  assumes  the  liability  is  solely  the obligation of  the  employer,  because  (1)  they benefit  from 
employee  services;  and  (2)  State  statute  requires  all  funding  to  come  from  these  employers.    All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose  
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NOTE 7 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Net Pension Liability – continued  
 
corrective action to the State  legislature.   Any resulting  legislative change to benefits or funding could 
significantly affect the net pension liability.  Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net pension liability 
on  the  accrual  basis  of  accounting.    Any  liability  for  the  contractually‐required  pension  contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   

 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Plan  Description  –  Academy  non‐teaching  employees  participate  in  SERS,  a  statewide,  cost‐sharing 
multiple‐employer  defined  benefit  pension  plan  administered  by  SERS.    SERS  provides  retirement, 
disability and survivor benefits  to plan members and beneficiaries.   Authority  to establish and amend 
benefits  is provided by Ohio Revised Code Chapter 3309.   SERS issues a publicly available, stand‐alone 
financial  report  that  includes  financial  statements,  required  supplementary  information  and  detailed 
information about SERS’ fiduciary net position.  That report can be obtained by visiting the SERS website 
at www.ohsers.org under Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 
  

 
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the  Academy  is  required  to  contribute  14  percent  of  annual  covered  payroll.    The  contribution 
requirements  of  plan  members  and  employers  are  established  and  may  be  amended  by  the  SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent for 
employers.    The  Retirement  Board,  acting  with  the  advice  of  the  actuary,  allocates  the  employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B 
Fund, and Health Care Fund).  For the fiscal year ended June 30, 2019, the allocation to pension, death 
benefits, and Medicare B was 13.5 percent.  SERS allocated 0.5 percent of employer contributions to the 
Health Care Fund for fiscal year 2019. 
 
The Academy’s contractually required contribution to SERS was $10,220 for fiscal year 2019. 

Eligible to Retire before Eligible to Retire on or after

August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or

Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
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NOTE 7 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – Academy licensed teachers and other faculty members participate in STRS Ohio, a cost‐
sharing multiple‐employer  public  employee  retirement  system  administered  by  STRS.    STRS  provides 
retirement and disability benefits  to members and death and survivor benefits  to beneficiaries.    STRS 
issues  a  stand‐alone  financial  report  that  includes  financial  statements,  required  supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215‐3771, by calling (888) 227‐7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New  members  have  a  choice  of  three  retirement  plans;  a  Defined  Benefit  (DB)  Plan,  a  Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307. 
For the DB Plan, from August 1, 2015–July 1, 2017, any member could retire with reduced benefits who 
had (1) five years of service credit and age 60; (2) 26 years of service credit and age 55; or (3) 30 years of 
service  credit  regardless  of  age.  Effective  August  1,  2017–July  1,  2019,  any member may  retire with 
reduced benefits who has (1) five years of service credit and age 60; (2) 27 years of service credit and age 
55; or  (3) 30 years of service credit  regardless of age. Eligibility changes will  continue to be phased  in 
through August 1, 2026, when retirement eligibility for unreduced benefits will be five years of service 
credit and age 65, or 35 years of  service credit and at  least age 60. Retirement eligibility  for  reduced 
benefits will be five years of service credit and age 60, or 30 years of service credit regardless of age. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.    The  remaining 4.5 percent of  the 14 percent employer  rate  is  allocated  to  the defined 
benefit unfunded liability.  Effective July 1, 2017, employer contributions of 9.53 percent are placed in the 
investment accounts and the remaining 4.47 percent of the 14 percent employer rate is allocated to the 
defined benefit unfunded  liability. A member  is eligible  to  receive a  retirement benefit at age 50 and 
termination of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum 
withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
In the Combined Plan, member contributions are allocated among investment choices by the member, 
and employer contributions are used to fund a defined benefit payment. A member’s defined benefit is 
determined by multiplying one percent of the member’s final average salary by the member’s years of 
service credit. The defined benefit portion of the Combined Plan payment is payable to a member on or 
after age 60 with five years of service. The DC portion of the account may be taken as a  lump sum or 
converted to a lifetime monthly annuity at age 50 and termination of employment. 
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NOTE 7 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description ‐ State Teachers Retirement System (STRS) – continued  
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another  STRS plan.    The optional  annuitization of  a member’s defined  contribution account or  the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of  investment gain or  loss on the account.   STRS has therefore  included all three plan 
options as one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with  five or more years of credited service who  is determined to be 
disabled  may  qualify  for  a  disability  benefit.    Eligible  survivors  of  members  who  die  before  service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance.  
 
Funding  Policy  –  Employer  and  member  contribution  rates  are  established  by  the  State  Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30,  2019,  plan members were  required  to  contribute  14  percent  of  their  annual  covered  salary.  The 
Academy was  required  to  contribute 14 percent;  the entire 14 percent was  the portion used  to  fund 
pension obligations.  The fiscal year 2019 contribution rates were equal to the statutory maximum rates. 

 
The Academy’s contractually required contribution to STRS was $69,813 for fiscal year 2019.   
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
 
The net pension liability was measured as of June 30, 2018, and the total pension liability used to calculate 
the  net  pension  liability  was  determined  by  an  independent  actuarial  valuation  as  of  that  date.  The 
Academy's employer allocation percentage of the net pension liability was based on the employer’s share 
of  employer  contributions  in  the  pension  plan  relative  to  the  total  employer  contributions  of  all 
participating  employers.  Following  is  information  related  to  the  proportionate  share  and  pension 
expense: 
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NOTE 7 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 

 
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual  investment earnings, differences between expected and 
actual  actuarial  experience,  changes  in  assumptions  and  changes  in  the Academy’s  proportion of  the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense  over  current  and  future  periods.  The  difference  between  projected  and  actual  investment 
earnings is recognized in pension expense using a straight‐line method over a five‐year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight‐line method. Employer 
contributions to the pension plan subsequent to the measurement date are also required to be reported 
as a deferred outflow of resources.  
 
At June 30, 2019 the Academy reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

SERS STRS Total

Proportion of the Net Pension Liability

  Prior Measurement Date 0.00000000% 0.00000000%

Proportion of the Net Pension Liability

  Current Measurement Date 0.00139920% 0.00400271%

Change in Proportionate Share 0.00139920% 0.00400271%

Proportionate Share of the Net Pension

  Liability 80,134                 880,105               960,239               

Pension Expense 36,227                 230,467               266,694               
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NOTE 7 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 

 
 
$80,033  reported  as  deferred  outflows  of  resources  related  to  pension  resulting  from  Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2020.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to pension will be recognized in pension expense as follows:  
 
 
 
 
 
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 4,396                   20,315                 24,711                 

Changes of assumptions 1,811                   155,972               157,783               

Net difference between projected and

  actual earnings on pension plan investments -                       -                       -                       

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 46,000                 596,172               642,172               

Academy contributions subsequent to the 

  measurement date 10,220                 69,813                 80,033                 

Total Deferred Outflows of Resources 62,427                 842,272               904,699               

-                       -                       

Deferred Inflows of Resources

Differences between expected and

  actual experience -                       5,747                   5,747                   

Changes of assumptions -                       -                       -                       

Net difference between projected and

  actual earnings on pension plan investments 2,221                   53,368                 55,589                 

Changes in proportion and differences

    between contributions and proportionate

    share of contributions -                       -                       -                       

Total Deferred Inflows of Resources 2,221                   59,115                 61,336                 
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NOTE 7 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 

 
Actuarial Assumptions ‐ SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67, 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment terminations).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits  for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and  the historical pattern of  sharing benefit  costs between  the employers and plan 
members  to  that point.  The projection of benefits  for  financial  reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long‐term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the  benefits,  if  any,  paid  to  the  employee  after  termination  of  employment  until  the  death  of  the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key  methods  and  assumptions  used  in  calculating  the  total  pension  liability  in  the  latest  actuarial 
valuation, prepared as of June 30, 2018, are presented below: 
 
 
 
 
 
 

SERS STRS Total

Fiscal Year Ending June 30:

2020 35,944                 223,105                259,049               

2021 17,352                 198,373                215,725               

2022 (2,629)                  154,240                151,611               

2023 (681)                     137,626                136,945               

-                       

-                                             -                       

Total 49,986                 713,344                763,330               
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NOTE 7 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS – continued  
 

 
 
For post‐retirement mortality, the table used in evaluating allowances to be paid is the RP‐2014 Blue Collar 
Mortality Table with fully generational projection and Scale BB, with 120 percent of male rates and 110 
percent of female rates used. The RP‐2000 Disabled Mortality Table with 90 percent for male rates and 
100 percent for female rates set back five years is used for the period after disability retirement.  
 
The  long‐term  return  expectation  for  the  Pension  Plan  Investments  has  been  determined  by  using  a 
building‐block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A  forecasted  rate  of  inflation  serves  as  the  baseline  for  the  return  expectation.    Various  real  return 
premiums over  the baseline  inflation  rate have been established  for  each asset  class.    The  long‐term 
expected nominal rate of return has been determined by calculating an arithmetic weighted average of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the expected return from rebalancing uncorrelated asset classes. The asset allocation, as used in the June 
30, 2015 five‐year experience study, is summarized as follows: 
 

 
 
Discount Rate Total pension liability was calculated using the discount rate of 7.50 percent. The projection 
of  cash  flows  used  to  determine  the  discount  rate  assumed  that  employers  would  contribute  the 
actuarially  determined  contribution  rate  of  projected  compensation  over  the  remaining  26‐year 
amortization  period  of  the  unfunded  actuarial  accrued  liability.  Projected  inflows  from  investment 
earnings were calculated using the long‐term assumed investment rate of return (7.50 percent). Based on 
those assumptions, the plan’s fiduciary net position was projected to be available to make all future  
 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)
COLA or Ad Hoc COLA 2.50 percent, on and after April 1, 2018, COLA's for future retirees 

will be delayed for three years following commencement

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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NOTE 7 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS – continued  
 
benefit payments of current plan members. Therefore, the long‐term expected rate of return on pension 
plan investments was applied to all periods of projected benefits to determine the total pension liability.  
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the  following table presents  the Academy’s proportionate share of  the net pension  liability calculated 
using the discount rate of 7.50 percent, as well as what the Academy’s net pension liability would be if it 
were calculated using a discount rate that is one percentage point lower (6.50 percent), or one percentage 
point higher (8.50 percent) than the current rate. 

  
 
Actuarial Assumptions ‐ STRS 
 
The  total  pension  liability  in  the  July  1,  2018  actuarial  valuation was  determined  using  the  following 
actuarial assumptions, applied to all periods included in the measurement:  
 

 
 
Post‐retirement mortality rates are based on RP‐2014 Annuitant Mortality Table with 50 percent of rates 
through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 and 
84, and 100 percent of rates thereafter, projected forward generationally using mortality improvement 
scale MP‐2016; pre‐retirement mortality rates are based on RP‐2014 Employee Mortality Table, projected 
forward generationally using mortality improvement scale MP‐2016. 
 
The actuarial assumptions used in the July 1, 2018 valuation, were adopted by the board from the results 
of an actuarial experience study for July 1, 2011, through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 
 

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

Academy's proportionate share

  of the net pension liability $112,876 $80,134 $52,684

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Projected Payroll Growth 3.00 percent
Cost-of-Living Adjustments 0.00 percent
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NOTE 7 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – STRS – continued  
 

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.  Over  a  30‐year  period,  STRS’  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2018. The projection of cash flows used to determine the discount rate assumes that employer and 
member contributions will be made at statutory contribution rates of 14 percent each. For this purpose, 
only  employer  contributions  that  are  intended  to  fund  benefits  of  current  plan  members  and  their 
beneficiaries are included. Based on those assumptions, STRS’ fiduciary net position was projected to be 
available to make all projected future benefit payments to current plan members as of June 30, 2018. 
Therefore, the long‐term expected rate of return on pension plan investments of 7.45 percent was applied 
to all periods of projected benefit payments to determine the total pension liability as of June 30, 2018. 
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the Academy's proportionate share of the net pension liability as of 
June 30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as 
what the Academy's proportionate share of the net pension liability would be if it were calculated using a 
discount  rate  that  is  one‐percentage‐point  lower  (6.45 percent)  or  one‐percentage‐point  higher  (8.45 
percent) than the current assumption:  

  
 
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share

  of the net pension liability $1,285,279 $880,105 $537,182
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NOTE 8 ‐ DEFINED BENEFIT OPEB PLANS 
 
Net OPEB Asset/Liability 

 
The net OPEB asset/liability reported on the statement of net position represents an asset or liability to 
employees  for  OPEB.  OPEB  is  a  component  of  exchange  transactions‐–between  an  employer  and  its 
employees—of salaries and benefits for employee services.   OPEB are provided to an employee—on a 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services  each  financial  period.    The  obligation  to  sacrifice  resources  for  OPEB  is  a  present  obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net OPEB asset/liability represents the Academy’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB asset/liability calculation is dependent on critical long‐
term  variables,  including  estimated  average  life  expectancies,  earnings  on  investments,  cost  of  living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting these estimates annually.   

 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which OPEB are financed; however, the Academy 
does receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the asset/liability is solely that of the employer, because they benefit from employee 
services.   OPEB contributions come from these employers and health care plan enrollees, which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio Revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
to benefits or funding could significantly affect the net OPEB asset/liability. Resulting adjustments to the 
net OPEB asset/liability would be  effective when  the  changes  are  legally  enforceable.  The  retirement 
systems may allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net OPEB asset/ 
liability on the accrual basis of accounting.  Any liability for the contractually‐required OPEB contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   

 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Health Care Plan Description ‐ The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non‐certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a 
cost‐sharing  other  postemployment  benefit  (OPEB)  plan.    SERS’ Health Care  Plan provides  healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to  
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NOTE 8 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Plan Description ‐ School Employees Retirement System (SERS) – continued  
 
the  death  of  a  member  or  retiree,  are  eligible  for  SERS’  health  care  coverage.  Most  retirees  and 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self‐insured preferred provider 
organization  for  its  non‐Medicare  retiree  population.  For  both  groups,  SERS  offers  a  self‐insured 
prescription drug program. Health care  is a benefit  that  is permitted, not mandated, by  statute.    The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the 
plan selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding  Policy  ‐  State  statute  permits  SERS  to  fund  the  health  care  benefits  through  employer 
contributions.    Each  year,  after  the  allocation  for  statutorily  required  pensions  and  benefits,  the 
Retirement Board may allocate  the  remainder of  the employer  contribution of 14 percent of  covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2019, 0.5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro‐rated if 
less than a full year of service credit was earned. For fiscal year 2019, this amount was $21,600. Statutes 
provide that no employer shall pay a health care surcharge greater than 2.0 percent of that employer’s 
SERS‐covered payroll; nor may SERS collect  in aggregate more than 1.5 percent of  the  total statewide 
SERS‐covered  payroll  for  the  health  care  surcharge.    For  fiscal  year  2019,  the  Academy’s  surcharge 
obligation was $1,397.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The Academy’s contractually required contribution to SERS was 
$1,776 for fiscal year 2019.     
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost‐sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part 
B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the 
report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227‐7877. 
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NOTE 8 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Plan Description ‐ State Teachers Retirement System (STRS) – continued  
 
Funding  Policy  –  Ohio  Revised  Code  Chapter  3307  authorizes  STRS  to  offer  the  Plan  and  gives  the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed 
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees,  for  the most  recent  year,  pay  a  portion  of  the  health  care  costs  in  the  form of  a monthly 
premium.  Under Ohio law, funding for post‐employment health care may be deducted from employer 
contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2019, STRS did 
not allocate any employer contributions to post‐employment health care.   
 
OPEB Assets/Liabilities, OPEB Expense, and Deferred Outflows/Inflows of Resources Related to OPEB  
 
The net OPEB asset/liability was measured as of June 30, 2018, and the total OPEB asset/liability used to 
calculate  the  net  OPEB  asset/liability  was  determined  by  an  actuarial  valuation  as  of  that  date.  The 
Academy's proportion of the net OPEB asset/liability was based on the Academy's share of contributions 
to the respective retirement systems relative to the contributions of all participating entities.  Following 
is information related to the proportionate share and OPEB expense: 

 

 
 
At June 30, 2019, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  
 
 
 
 
 
 
 
 
 
 

SERS STRS Total

Proportion of the Net OPEB Liability

  Prior Measurement Date 0.00000000% 0.00000000%

Proportion of the Net OPEB Liability/asset

  Current Measurement Date 0.00136710% 0.00400271%

Change in Proportionate Share 0.00136710% 0.00400271%

Proportionate Share of the Net OPEB

  Liability/(asset) 37,927                 (64,319)                (26,392)                

OPEB Expense 7,634                   (115,734)              (108,100)              
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NOTE 8 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 

 
$1,776 reported as deferred outflows of resources related to OPEB resulting from Academy contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending June 30, 2020.   
 
 
 
 
 
 
 
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 619$                    7,512$                 8,131$                 

Changes of assumptions -                       -                       -                       

Net difference between projected and

  actual earnings on OPEB plan investments -                       -                       -                       

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 33,870                 142,638               176,508               

Academy contributions subsequent to the 

  measurement date 1,776                   -                       1,776                   

Total Deferred Outflows of Resources 36,265$               150,150$             186,415$             

-                       -                       

Deferred Inflows of Resources

Differences between expected and

  actual experience -$                     3,747$                 3,747$                 

Changes of assumptions 3,408                   87,640                 91,048                 

Net difference between projected and

  actual earnings on OPEB plan investments 57                        7,348                   7,405                   

Changes in proportion and differences

    between contributions and proportionate

    share of contributions -                       -                       -                       

Total Deferred Inflows of Resources 3,465$                 98,735$               102,200$             

Attachment 26: Audited Financial Statements Page 5033



SOUTH COLUMBUS PREPARATORY ACADEMY ‐ FRANKLIN COUNTY, OHIO 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS  
FOR THE YEAR ENDED JUNE 30, 2019  

 

 34

NOTE 8 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Other amounts reported as deferred outflows of resources and deferred inflows of resources related to 
OPEB will be recognized in OPEB expense as follows:  
 

 
Actuarial Assumptions ‐ SERS 
 
The  total  OPEB  liability  was  determined  by  an  actuarial  valuation  as  of  June  30,  2018.  The  actuarial 
assumptions used in the valuation are based on results from the most recent actuarial experience study, 
which covered the five‐year period ending June 30, 2015. The experience study report is dated April 2016. 
The total OPEB liability used the following assumptions and other inputs: 
 

 
 
Mortality rates were based on the RP‐2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of  female rates. RP‐2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The long‐term expected rate of return on plan factors are considered in evaluating the long‐term rate of 
return assumption including long‐term historical data, estimates inherent in current market data, and a 
long‐normal distribution analysis  in which best‐estimate ranges of expected future real rates of return 
were developed by the investment consultant for each major asset class. These ranges were combined to  

SERS STRS Total

Fiscal Year Ending June 30:

2020 4,875                          7,441                          12,316                        

2021 5,176                          7,441                          12,617                        

2022 6,135                          7,442                          13,577                        

2023 6,160                          9,108                          15,268                        

2024 6,156                          9,694                          15,850                        

Thereafter 2,522                          10,289                        12,811                        

Total 31,024                        51,415                        82,439                        

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Municipal Bond Index Rate

Measurement Date 3.62 percent
Prior Measurement Date 3.56 percent

Single Equivalent Interest Rate
Measurement Date 3.70 percent, net of plan investment expense, including price inflation
Prior Measurement Date 3.63 percent, net of plan investment expense, including price inflation

Health Care Cost Trend Rate
Medicare 5.375 percent - 4.75 percent
Pre-Medicare 7.25 percent - 4.75 percent
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NOTE 8 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – SERS – continued  
 
produce the long‐term expected rate of return, 7.50 percent, by weighting the expected future real rates 
of return by the target asset allocation percentage and then adding expected inflation. The capital market 
assumptions developed by the investment consultant are intended for use over a 10‐year horizon and 
may not be useful in setting the long‐term rate of return for funding pension plans which covers a longer 
timeframe.  The assumption  is  intended  to be  a  long‐term assumption and  is  not  expected  to  change 
absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental 
change in the market that alters expected returns in future years. 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 
as used in the June 30, 2015 five‐year experience study, are summarized as follows: 
 

 
 

Discount  Rate  The  discount  rate  used  to measure  the  total  OPEB  liability  at  June  30,  2018 was  3.70 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2018 was 3.63 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be made 
from members and the System at the contribution rate of 2.00 percent of projected covered payroll each 
year, which includes a 1.50 percent payroll surcharge and 0.50 percent of contributions from the basic 
benefits  plan.  Based  on  these  assumptions,  the  OPEB  plan’s  fiduciary  net  position  was  projected  to 
become  insufficient  to  make  future  benefit  payments  during  the  fiscal  year  ending  June  30,  2026. 
Therefore,  the  long‐term expected  rate of  return on OPEB plan assets was used  to present  value  the 
projected  benefit  payments  through  the  fiscal  year  ending  June  30,  2025  and  the  Fidelity  General 
Obligation 20‐year Municipal Bond Index rate of 3.62 percent, as of June 30, 2018 (i.e., municipal bond 
rate), was used to present value the projected benefit payments for the remaining years in the projection. 
The total present value of projected benefit payments  from all  years was then used to determine the 
single rate of return that was used as the discount rate. The projection of future benefit payments for all 
current plan members was until the benefit payments ran out. 
 
 
 

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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NOTE 8 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – SERS – continued  
 
Sensitivity of the Academy's Proportionate Share of the Net OPEB Liability to Changes in the Discount 
Rate and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in 
the discount rate and the health care cost trend rate. The following table presents the net OPEB liability 
and what the net OPEB liability would be if it were calculated using a discount rate that is one percentage 
point lower (2.70 percent) and higher (4.70 percent) than the current discount rate (3.70 percent). Also 
shown is what the net OPEB liability would be based on health care cost trend rates that are one percent 
lower (6.25 percent decreasing to 3.75 percent) and one percent higher (8.25 percent decreasing to 5.75 
percent) than the current rate. 

 

   
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2018, actuarial valuation are presented below:   

 

 
 

Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 
For  healthy  retirees  the mortality  rates  are  based  on  the  RP‐2014 Annuitant Mortality  Table with  50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between 
ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality 
improvement scale MP‐2016. For disabled retirees, mortality rates are based on the RP‐2014 Disabled  
 

Current

1% Decrease Discount Rate 1% Increase

(2.70%) (3.70%) (4.70%)

Academy's proportionate share

  of the net OPEB liability $46,021 $37,927 $31,518

Current

1% Decrease Trend Rate 1% Increase

(6.25 % decreasing (7.25 % decreasing (8.25 % decreasing

to 3.75%) to 4.75%) to 5.75%)

Academy's proportionate share

  of the net OPEB liability $30,600 $37,927 $47,629

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Health Care Cost Trend Rates -5.23 percent to 9.62 percent, initial, 4.00 percent ultimate
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NOTE 8 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – STRS – continued  
 
Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected forward 
generationally using mortality improvement scale MP‐2016. 
 
Actuarial  assumptions  used  in  the  June  30,  2018,  valuation  are  based  on  the  results  of  an  actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.    Over  a  30‐year  period,  STRS'  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total OPEB asset/liability was 7.45 percent as of 
June 30, 2018. The projection of cash flows used to determine the discount rate assumed STRS continues 
to allocate no employer contributions to the health care fund. Based on those assumptions, the OPEB 
plan’s fiduciary net position was projected to be available to make all projected future benefit payments 
to current plan members as of June 30, 2018. Therefore, the long‐term expected rate of return on health 
care  plan  investments  of  7.45  percent  was  applied  to  all  periods  of  projected  benefit  payments  to 
determine the total OPEB liability as of June 30, 2018.  
 
Sensitivity  of  the Academy’s  Proportionate  Share of  the Net OPEB Asset/Liability  to  Changes  in  the 
Discount and Health Care Cost Trend Rate The following table represents the net OPEB asset/liability as 
of June 30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as 
what the net OPEB asset/liability would be if it were calculated using a discount rate that is one percentage  

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected
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NOTE 8 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – STRS – continued  
 
point lower (6.45 percent) or one percentage point higher (8.45 percent) than the current assumption. 
Also shown is the net OPEB liability as of June 30, 2018, calculated using health care cost trend rates that 
are one percentage point lower or one percentage point higher than the current health care cost trend 
rates. 

  

 
 
NOTE 9 ‐ CONTINGENCIES  

 
Grants ‐ The Academy received financial assistance from federal and state agencies in the form of grants.  
Amounts  received  from  grantor  agencies  are  subject  to  audit  and  adjustment  by  the  grantor.    Any 
disallowed costs may require refunding to the grantor.  Amounts which may be disallowed, if any, are not 
presently determinable.  However, in the opinion of the Academy, any such adjustments will not have a 
material adverse effect on the financial position of the Academy.  
 
Litigation ‐ There are currently no matters in litigation with the Academy as defendant. 
 
Full‐Time Equivalency ‐ School foundation funding is based on the annualized full‐time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for  Foundation  funding  purposes.   Community  schools  must  provide  documentation  that  clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  

 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation  funding  due  to  a  lack  of  evidence  to  support  student  participation  and  other matters  of 
noncompliance. ODE did not perform such a review on the Academy for fiscal year 2019.  
 

 
 
 
 

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share

  of the net OPEB asset $55,128 $64,319 $72,045

Current

1% Decrease Trend Rate 1% Increase

Academy's proportionate share

  of the net OPEB asset $71,609 $64,319 $56,917
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NOTE 9 ‐ CONTINGENCIES ‐ (continued) 
 
Full‐Time Equivalency – (continued) 
 
As of the date of this report, all ODE adjustments have been completed. 
 
In addition, the School’s contracts with their Sponsor and Management Company require payment 
based on revenues received from the State.  As discussed above, all ODE adjustments through fiscal year 
2019 have been completed.  A reconciliation between payments previously made and the FTE 
adjustments has taken place with these contracts. 
 

NOTE 10 ‐ SPONSOR CONTRACT 
 
The Academy contracted with St. Aloysius Orphanage as its sponsor and for oversight services as required 
by law.  Sponsorship fees are calculated as a three percent of state funds received by the Academy from 
the State of Ohio. For the fiscal year ended June 30, 2019, the total sponsorship fees paid totaled $37,117. 
 

NOTE 11 ‐ PURCHASED SERVICES 
 

For the period of July 1, 2018 through June 30, 2019, the Academy made the following purchased services 
commitments. 
 

Purchased Services Amount
Personnel Services 850,105$         
Professional Services 341,726
Property Services 217,913

    Utilities 33,044
Communications 45,742
Contractual Trade 95,542
Pupil Transportation 280

Total 1,584,352$     

 
NOTE 12 ‐ LEASE OBLIGATIONS 
   
On July 1, 2017, the Academy signed a new lease with Global School Properties Ohio, LLC under which 
future base rent payments to the landlord will be calculated as 12.5% of State Aid (defined as the State 
base per pupil allocation for each student enrolled on an FTE basis) received by the Academy from the 
State of Ohio.   This lease is for a term of ten years and is set to expire on June 30, 2027. The total rent 
expense for fiscal year 2019 was $155,037. 
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NOTE 13 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES 
 
The Academy entered into an agreement with Accel Schools, a management company, to provide legal, 
financial, and other management support services for fiscal year 2019. The agreement was for a period of 
five  years  beginning  July  1,  2017. Management  fees  are  calculated  as  13.5%  of  the  Academy’s  State 
Revenue and 8.0% for Federal reimbursements. The total amount due from the Academy for the fiscal 
year ending June 30, 2019 was $167,058 and is included under “Purchased Services” on the Statement of 
Revenues, Expenses and Changes in Net Position. 
 
Also, per the management agreement there are expenses that will be billed to the Academy based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of Accel employees working 
in at the Academy and other costs related to providing education and administrative services. The total 
amount billed to the Academy inclusive of management fees during fiscal year 2019 was $887,158. 
 
The following is a summary of the management company expenses during fiscal year 2019: 
 

 
 
Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro‐rated based on 
full time equivalent (FTE) head count as of June 30, 2019 by each school it manages.  
 

NOTE 14 ‐ MANAGEMENT PLAN 
 
For fiscal year 2019, the Academy had a net position deficit of $(332,058). Despite a significant increase 
to 171 students during fiscal 2019, this was not enough to maintain a positive change in Net Position for 
the year. However, as of December 2019 enrollment has increased to 213 students.  The Academy’s ability 
to maintain a stable administrative and instructional team along with active advertising via print, radio, 
mailings and through referrals of current parents is anticipated to help produce the likelihood of future 
enrollment growth leading to surpluses and provide an opportunity for the academy to recover from its 
prior deficits. 
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NOTE 15 – IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES 
 
For  the  fiscal  year  ended  June  30,  2019,  the  Academy  has  implemented  Governmental  Accounting 
Standards Board (GASB) Statement No. 83, Certain Asset Retirement Obligations and GASB Statement No. 
88, Certain Disclosures Related to Debt, including Direct Borrowings and Direct Placements. 
 
GASB Statement No. 83 establishes criteria for determining the timing and pattern of recognition of a 
liability  and  a  corresponding  deferred  outflow  of  resources  for  asset  retirement  obligations.  The 
implementation of GASB  Statement No.  83 did not have an effect  on  the  financial  statements of  the 
Academy. 
 
GASB Statement No. 88 establishes additional financial statement note disclosure requirements related 
to debt obligations of governments,  including direct borrowings and direct placements. These changes 
were incorporated in the School’s fiscal year 2019 financial statements; however, there was no effect on 
beginning net position.
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2019
Academy's Proportion of the Net Pension

Liability 0.0013992%

Academy's Proportionate Share of the Net
Pension Liability 80,134$          

Academy's Covered Payroll 45,030$          

Academy's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 177.96%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 71.36%

(1) Information prior to 2019 is not available. Schedule is intended to show 
      ten years of information, and additional years' will be displayed
       as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net Pension Liability

School Employees Retirement System of Ohio
Current Fiscal Year (1)
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See accompanying notes to the required supplementary information. 

 
 
 
 
 
 

2019
Academy's Proportion of the Net Pension

Liability 0.00400271%

Academy's Proportionate Share of the Net
Pension Liability 880,105$          

Academy's Covered Payroll 455,043$          

Academy's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 193.41%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 77.31%

(1) Information prior to 2019 is not available. Schedule is intended to show 
      ten years of information, and additional years' will be displayed
       as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net Pension Liability

State Teachers Retirement System of Ohio
Current Fiscal Year (1)
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2019 2018

Contractually Required Contribution 10,220$          6,079$            

Contributions in Relation to the 
Contractually Required Contribution (10,220)           (6,079)            

Contribution Deficiency (Excess) -                 -                 

Academy Covered Payroll 75,704$          45,030$          

Contributions as a Percentage of
Covered Payroll 13.50% 13.50%

(1) Information prior to 2018 is not available. Schedule is intended to show 
      ten years of information, and additional years' will be displayed
       as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - Pension
School Employees Retirement System of Ohio

Last Two Fiscal Years (1)
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2019 2018

Contractually Required Contribution 69,813$            63,706$            

Contributions in Relation to the 
Contractually Required Contribution (69,813)            (63,706)            

Contribution Deficiency (Excess) -$                 -$                 

Academy Covered Payroll 498,664$          455,043$          

Contributions as a Percentage of
Covered Payroll 14.00% 14.00%

(1) Information prior to 2018 is not available. Schedule is intended to show 
      ten years of information, and additional years' will be displayed
       as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - Pension

State Teachers Retirement System of Ohio
Last Two Fiscal Years (1)
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2019
Academy's Proportion of the Net OPEB

Liability 0.0013671%

Academy's Proportionate Share of the Net
OPEB Liability 37,927$          

Academy's Covered Payroll 45,030$          

Academy's Proportionate Share of the Net
OPEB Liability as a Percentage
of its Covered Payroll 84.23%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability 13.57%

(1) Information prior to 2019 is not available. Schedule is intended to show 
      ten years of information, and additional years' will be displayed
       as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net OPEB Liability

School Employees Retirement System of Ohio
Current Fiscal Year (1)
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See accompanying notes to the required supplementary information. 

2019
Academy's Proportion of the Net OPEB

Liability/Asset 0.00400271%

Academy's Proportionate Share of the Net
OPEB Liability/(Asset) (64,319)$                  

Academy's Covered Payroll 455,043$                 

Academy's Proportionate Share of the Net
OPEB Liability/Asset as a Percentage
of its Covered Payroll -14.13%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability/Asset 176.00%

(1) Information prior to 2019 is not available. Schedule is intended to show 
      ten years of information, and additional years' will be displayed
       as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net OPEB Asset/Liability

State Teachers Retirement System of Ohio
Current Fiscal Year (1)
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2019 2018

Contractually Required Contribution (2) 1,776$            731$              

Contributions in Relation to the 
Contractually Required Contribution (1,776)            (731)               

Contribution Deficiency (Excess) -                 -                 

Academy Covered Payroll 75,704$          45,030$          

OPEB Contributions as a Percentage of
Covered Payroll (2) 2.35% 1.62%

(1) Information prior to 2018 is not available. Schedule is intended to show 
      ten years of information, and additional years' will be displayed
       as it becomes available. 

(2) Includes Surcharge

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - OPEB

School Employees Retirement System of Ohio
Last Two Fiscal Years (1)
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2019 2018

Contractually Required Contribution -$                     -$                     

Contributions in Relation to the 
Contractually Required Contribution -                      -                      

Contribution Deficiency (Excess) -$                     -$                     

Academy Covered Payroll 498,664$              455,043$              

Contributions as a Percentage of
Covered Payroll 0.00% 0.00%

(1) Information prior to 2018 is not available. Schedule is intended to show 
      ten years of information, and additional years' will be displayed
       as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - OPEB
State Teachers Retirement System of Ohio

Last Two Fiscal Years (1)
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NOTE 1 ‐ NET PENSION LIABILITY 
 
Changes in Assumptions ‐ SERS 

 

For fiscal year 2017, the SERS Board adopted the following assumption changes: 

 Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent 

 Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent 

 Assumed real wage growth was reduced from 0.75 percent to 0.50 percent 

 Rates of withdrawal, retirement and disability were updated to reflect recent experience. 

 Mortality among active members was updated to RP‐2014 Blue Collar Mortality Table with fully 

generational projection and a five year age set‐back for both males and females. 

 Mortality among service retired members, and beneficiaries was updated to RP‐2014 Blue Collar 

Mortality Table with fully generational projection with Scale BB, 120 percent of male rates, and 

110 percent of female rates. 

 Mortality among disabled members was updated to RP‐2000 Disabled Mortality Table, 90 

percent for male rates and 100 percent for female rates, set back five years is used for the 

period after disability retirement.   

 

Changes in Benefit Terms ‐ SERS 

For fiscal year 2018, the cost‐of‐living adjustment was changed from a fixed 3.00 percent to a cost‐of‐
living adjustment  that  is  indexed  to CPI‐W not greater  than 2.50 percent with a  floor of  zero percent 
beginning January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has 
enacted a three‐year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the Retirement Board approved several changes to the actuarial assumptions in 2017. 
The  long  term  expected  rate  of  return was  reduced  from  7.75  percent  to  7.45  percent,  the  inflation 
assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered 
to 3.00 percent, and total salary increases rate was lowered by decreasing the merit component of the 
individual salary increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy 
and  disabled mortality  assumptions were  updated  to  the  RP‐2014 mortality  tables with  generational 
improvement  scale MP‐2016. Rates of  retirement,  termination and disability were modified  to better 
reflect anticipated future experience. 
 

Changes in Benefit Terms ‐ STRS 

 

For fiscal year 2018, the cost‐of‐living adjustment (COLA) was reduced to zero.  
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NOTE 2 ‐ NET OPEB LIABILITY 
 
Changes in Assumptions – SERS 
 
Amounts  reported  for  fiscal  year  2019  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 3.56 percent to 3.62 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased from 3.63 percent to 3.70 percent. The health care cost trend assumptions changed as follows:  
 
Pre‐Medicare 
   Fiscal year 2018   7.50 percent initially, decreasing to 4.00 percent 

Fiscal year 2019 7.25 percent initially, decreasing to 4.75 percent 
Medicare 
  Fiscal year 2018   5.50 percent initially, decreasing to 5.00 percent 

Fiscal year 2019 5.375 percent initially, decreasing to 4.75 percent 
 

Amounts  reported  for  fiscal  year  2018  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 2.92 percent to 3.56 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased from 2.98 percent to 3.63 percent. 
 
Changes in Benefit Terms ‐ SERS 

There have been no changes to the benefit provisions. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2019, the discount rate was increased from the blended rate of 4.13 percent to the long‐
term expected rate of return of 7.45 percent. Valuation year per capita health care costs were updated. 
Health care cost trend rates ranged from 6.00 percent to 11 percent initially and a 4.50 percent ultimate 
rate for fiscal year 2018 and changed for fiscal year 2019 to a range of  ‐5.20 percent to 9.60 percent, 
initially and a 4.00 ultimate rate. 
 
For fiscal year 2018, the blended discount rate was increased from 3.26 percent to 4.13 percent. Valuation 
year per capita health care costs were updated, and the salary scale was modified. The percentage of 
future retirees electing each option was updated based on current data and the percentage of  future 
disabled  retirees  and  terminated  vested  participants  electing  health  coverage  were  decreased.  The 
assumed  mortality,  disability,  retirement,  withdrawal  and  future  health  care  cost  trend  rates  were 
modified along with the portion of rebated prescription drug costs. 
 
Changes in Benefit Terms – STRS 
 
For fiscal year 2019, the subsidy multiplier for non‐Medicare benefit recipients was increased from 1.9 
percent to 1.944 percent per year of service effective January 1, 2019. The non‐Medicare frozen subsidy 
base  premium  was  increased  effective  January  1,  2019  and  all  remaining Medicare  Part  B  premium 
reimbursements will be discontinued beginning January 1, 2020. 
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NOTE 2 ‐ NET OPEB LIABILITY (Continued) 
 
For  fiscal  year 2018,  the  subsidy multiplier  for non‐Medicare benefit  recipients was  reduced  from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. This was subsequently extended, see above paragraph.  
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December 22, 2019 
 
To the Board of Directors 
South Columbus Preparatory Academy 
Franklin County, Ohio 
3220 Groveport Road 
Columbus, Ohio  43207 

 
 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the South Columbus Preparatory Academy, 
Franklin County, Ohio (the “Academy”) as of and for the year ended June 30, 2019, and the related notes to the 
financial statements, which collectively comprise the Academy’s basic financial statements, and have issued our 
report thereon dated December 22, 2019, in which we noted the Academy has suffered a loss from operations and 
has a net position deficit of $332,058, including the net effect of net pension liability, net OPEB asset/liability and 
related accruals totaling $6,269, that raises substantial doubt about its ability to continue as a going concern.  
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the Academy's internal control 
over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of the Academy’s internal control. Accordingly, we do not express an 
opinion on the effectiveness of the Academy’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance.  
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South Columbus Preparatory Academy  
Independent Auditor’s Report on Internal Control over Financial Reporting  
   and on Compliance and Other Matters Based on an Audit of  
   Financial Statements Performed in Accordance with  

Government Auditing Standards 

Page 2 of 2 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified. 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Academy's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of 
our tests disclosed no instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 

 
 
 

 
Cambridge, Ohio 
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88 East Broad Street, Columbus, Ohio 43215 
Phone: 614-466-4514 or 800-282-0370 

www.ohioauditor.gov 

                                                             
 

SOUTH COLUMBUS PREPARATORY ACADEMY 
 

                                                                    FRANKLIN COUNTY 
 
       

CLERK’S CERTIFICATION 
This is a true and correct copy of the report which is required to be filed in the Office of the 
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio. 

 
 
 
 
 
 

 
 

CLERK OF THE BUREAU 
 
CERTIFIED 
FEBRUARY, 6 2020 
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88 East Broad Street, Columbus, Ohio 43215 
Phone: 614-466-4514 or 800-282-0370 

www.ohioauditor.gov

 
 
 
Board of Education 
South Columbus Preparatory Academy 
3220 Groveport Road 
Columbus, Ohio 43207 
 
 
We have reviewed the Independent Auditor’s Report of the South Columbus Preparatory 
Academy, Franklin County, prepared by Rea & Associates, Inc., for the audit period July 1, 2017 
through June 30, 2018.  Based upon this review, we have accepted these reports in lieu of the 
audit required by Section 117.11, Revised Code.  The Auditor of State did not audit the 
accompanying financial statements and, accordingly, we are unable to express, and do not 
express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The South Columbus Preparatory Academy is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
March 1, 2019  
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December 28, 2018

To the Board of Directors
South Columbus Preparatory Academy
Franklin County, Ohio
3220 Groveport Road
Columbus, Ohio 43207

INDEPENDENT AUDITOR'S REPORT

Report on the Financial Statements

We have audited the accompanying financial statements of the South Columbus Preparatory Academy, 
Franklin County, Ohio, (the “Academy”) as of and for the year ended June 30, 2018, and the related notes 
to the financial statements, which collectively comprise the Academy’s basic financial statements as listed 
in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the Academy’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Academy’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion.
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South Columbus Preparatory Academy
Independent Auditor’s Report
Page 2 of 3

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Academy as of June 30, 2018, and the changes in its financial position and its 
cash flows for the year then ended in accordance with accounting principles generally accepted in the 
United States of America.

Emphasis of a Matter 

The accompanying financial statements have been prepared assuming the Academy will continue as a 
going concern. As disclosed in Note 14 to the financial statements, the Academy has suffered a loss from 
operations and has a net position deficit of $343,757 that raises substantial doubt about its ability to 
continue as a going concern. Note 14 describes management’s plan regarding these issues. The financial 
statements do not include any adjustments that might result from the outcome of this uncertainty. Our 
opinion is not modified with respect to this matter.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the Academy’s Contributions-Pension, and the Schedule of the 
Academy’s Contributions - OPEB on pages 5–10, 38-39, 40-41, respectively, be presented to supplement 
the basic financial statements. Such information, although not a part of the basic financial statements, is 
required by the Governmental Accounting Standards Board who considers it to be an essential part of 
financial reporting for placing the basic financial statements in an appropriate operational, economic, or 
historical context. We have applied certain limited procedures to the required supplementary information 
in accordance with auditing standards generally accepted in the United States of America, which 
consisted of inquiries of management about the methods of preparing the information and comparing the 
information for consistency with management’s responses to our inquiries, the basic financial statements, 
and other knowledge we obtained during our audit of the basic financial statements. We do not express an 
opinion or provide any assurance on the information because the limited procedures do not provide us 
with sufficient evidence to express an opinion or provide any assurance. 
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 28, 
2018 on our consideration of the Academy’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness 
of the Academy’s internal control over financial reporting or on compliance. That report is an integral part 
of an audit performed in accordance with Government Auditing Standards in considering the Academy’s 
internal control over financial reporting and compliance.

Cambridge, Ohio
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The discussion and analysis of the South Columbus Preparatory Academy (the Academy) financial 
performance provides an overall review of the Academy’s financial activities for the fiscal year ended June 
30, 2018. The intent of this discussion and analysis is to look at the Academy’s’ financial performance as 
a whole; readers should also review the basic financial statements and notes to the basic financial 
statements to enhance their understanding of the Academy’s financial performance.  

The Management’s Discussion and Analysis (the MD&A) is an element of the reporting model adopted by 
the Governmental Accounting Standards Board (GASB) in their Statement No. 34 Basic Financial 
Statements – and Management’s Discussion and Analysis – for State and Local Governments. Certain 
comparative information between the current fiscal year and the prior fiscal year is required to be 
presented in the MD&A. However, because this is the first year of financial reporting for the Academy 
comparative prior year fiscal information does not exist.  Subsequent reports will include the comparative 
information. 

FINANCIAL HIGHLIGHTS 
 
Key Financial Highlights for the Academy for the 2017-18 school year are as follows:  

• Total Assets were $258,646. 
• Total Liabilities were $672,919.   
• Total Net Position was $(343,757). 
• Total Operating and Non-Operating revenues were $995,433. Total Operating expenses were 

$1,339,190. 
• Fiscal year 2018 was the first year of school operations. 

 
USING THIS ANNUAL REPORT 
  
This report consists of three parts: the required supplemental information, the basic financial statements, 
and notes to those statements.  The basic financial statements include a Statement of Net Position, a 
Statement of Revenues, Expenses and Change in Net Position, and a Statement of Cash Flows.   

The Statement of Net Position and Statement of Revenues, Expenses, and Change in Net Position reflect 
how the Academy did financially during fiscal year 2018.  These statements include all assets, deferred 
outflows of resources, liabilities, and deferred inflows of resources, using the accrual basis of accounting 
similar to the accounting used by most private-sector companies. This basis of accounting includes all of 
the current year revenues and expenses regardless of when cash is received or paid.  

These statements report the Academy’s net position and changes in that position. This change in net 
position is important because it tells the reader whether the financial position of the Academy has 
improved or diminished. The causes of this change may be the result of many factors, some financial, 
some not. Non-financial factors include the Academy’s’ student enrollment, per-pupil funding as 
determined by the State of Ohio, change in technology, required educational programs and other factors. 

The Academy uses enterprise presentation for all of its activities.
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USING THIS ANNUAL REPORT (Continued) 
 
Statement of Net Position - The Statement of Net Position answers the question of how the Academy did 
financially during 2018.  This statement includes all assets, deferred outflows of resources, liabilities, and 
deferred inflows of resources, both financial and capital, and short-term and long-term using the accrual 
basis of accounting and economic resource focus, which is similar to the accounting used by most private-
sector companies.  This basis of accounting takes into account all revenues and expenses during the year, 
regardless of when the cash is received or paid.   
 
Table 1 provides a summary of the Academy’s Net Position for fiscal year 2018.  This is the Academy’s first 
year of operation.  Therefore, comparative information is not available.  
 

Assets

Current Assets  $                 122,437 

Capital Assets, Net                     136,209 

     Total Assets                     258,646 

Deferred Outflows of Resources                       70,516 

    

Liabilities     
Current Liabilities                     672,919 

      Total Liabilties                     672,919 

Net Position

Investment in Capital Assets                     136,209 

Unrestricted                   (479,966)

      Total Net Position  $              (343,757)
 

Table 1
Statement of Net Position

2018

 
Over time, net position can serve as a useful indicator of a government’s financial position.  At June 30, 
2018, the Academy’s net position totaled $(343,757). 
 
Current assets represent cash and cash equivalents, intergovernmental receivable, and other assets.  
Current liabilities represent accounts payable and accrued expenses.  
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USING THIS ANNUAL REPORT (Continued) 
 
As part of first year operations, the Academy adopted GASB Statement 68, “Accounting and Financial 
Reporting for Pensions—an Amendment of GASB Statement 27 and GASB Statement 75, “Accounting and 
Financial Reporting for Postemployment Benefits Other Than Pensions,” which significantly revises 
accounting for costs and liabilities related to other postemployment benefits (OPEB).  For reasons 
discussed below, many end users of this financial statement will gain a clearer understanding of the 
Academy’s actual financial condition by adding deferred inflows related to pension and OPEB, the net 
pension liability and the net OPEB liability to the reported net position and subtracting deferred outflows 
related to pension and OPEB. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OBEP liability.  GASB 68 and GASB 75 
take an earnings approach to pension and OPEB accounting; however, the nature of Ohio’s statewide 
pension/OPEB plans and state law governing those systems requires additional explanation in order to 
properly understand the information presented in these statements. 

 
GASB 68 and GASB 75 require the net pension liability and the net OPEB liability to equal the Academy’s 
proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 

GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, 
and the promise of a future pension and other postemployment benefits.  GASB noted that the unfunded 
portion of this promise is a present obligation of the government, part of a bargained-for benefit to the 
employee, and should accordingly be reported by the government as a liability since they received the 
benefit of the exchange.  However, the Academy is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement systems to provide healthcare to eligible benefit recipients.  The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
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USING THIS ANNUAL REPORT (Continued) 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a specific, 
legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the 
unfunded liability of the pension/OPEB plan as against the public employer.  State law operates to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the employment exchange with notice as to the law.  The retirement system is responsible for the 
administration of the pension and OPEB plans.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability.  As explained above, changes in benefits, 
contribution rates, and return on investments affect the balance of these liabilities, but are outside the 
control of the local government.  In the event that contributions, investment returns, and other changes 
are insufficient to keep up with required payments, State statute does not assign/identify the responsible 
party for the unfunded portion.  Due to the unique nature of how the net pension liability and the net 
OPEB liability are satisfied, these liabilities are separately identified within the long-term liability section 
of the statement of net position. 
 
In accordance with GASB 68 and GASB 75, the Academy’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB liability, respectively, not accounted for as 
deferred inflows/outflows.  
 
Due to the Academy not being in operating during the measurement period for GASB 68/75 (fiscal year 
2017), the Academy is only reporting a deferred outflow of resources for the contributions subsequent to 
the measurement date. 
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USING THIS ANNUAL REPORT (Continued) 
 
Statement of Revenues, Expenses and Change in Net Position - Table 2 shows the change in Net Position 
for fiscal years 2018 as well as a listing of revenues and expenses.   This change in Net Position is important 
because it tells the reader that, for the Academy as a whole, the financial position of the Academy has 
improved or diminished. The cause of this may be the result of many factors, some financial, some not.  
Non-financial factors include the current laws in Ohio restricting revenue growth, facility conditions, 
required educational programs and other factors. 
 

Operating Revenues

State Aid  $                 586,520 

Other                       12,150 

     Total Operating Revenues                     598,670 

Operating Expenses    

Purchased Services                 1,122,861 

Materials and Supplies                     165,020 

Depreciation                       36,915 

Other                       14,394 

      Total Operating Expenses                 1,339,190 

Operating (Loss)                   (740,520)

Non-Operating Revenues

Federal Grants                     396,763 

      Total Non-Operating Revenues                     396,763 
 
Change in Net Position (343,757)$               

Table 2
Change in Net Position

2018

 
 
As previously noted, no prior year information is available as fiscal year 2018 was the initial year of 
operations for the Academy.  Therefore, comparative information will be available in future years.   
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CAPITAL ASSETS  

At fiscal year end, the Academy’s net capital asset balance was $136,209. This balance represents 
$173,124 of current year additions offset by current year depreciation of $36,915.   For more information 
on capital assets, see Note 5 of the Basic Financial Statements. 
 
CURRENT FINANCIAL ISSUES 
 
The Academy is a community School and is funded through the State of Ohio Foundation Program.  The 
Academy relies on this, as well as, State and Federal funds as its primary source of revenue.   In 2018, the 
State raised the base per pupil funding to $6,010. Additionally, community schools in Ohio will be 
allocated a small amount of facilities funding which is also per pupil based.  This amount is projected to 
be $200 per pupil. 
 
The full-time equivalent enrollment of the Academy for the year ended June 30, 2018 was 79.   
 
Overall, the Academy will continue to provide learning opportunities and apply resources to best meet 
the needs of students. 
 
CONTACTING THE ACADEMY’S FINANCIAL MANAGEMENT  
 
This financial report is designed to provide our citizen’s, taxpayers, investors and creditors with a general 
overview of the Academy’s finances and to demonstrate accountability for the money it receives. If you 
have questions about this report or need additional information contact the Academy’s Fiscal Officer, C. 
David Massa, CPA, of Massa Financial Solutions, LLC, 3220 Groveport Road, Columbus, OH 43207. 
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SOUTH COLUMBUS PREPARATORY ACADEMY - FRANKLIN COUNTY, OHIO 
  

Statement of Net Position 
At June 30, 2018 

 
Assets:
Current Assets:
    Cash and Cash Equivalents 7,497$               
    Intergovernmental Receivable 114,402

 Other Assets 538
      Total Current Assets 122,437

Noncurrent Assets:
  Capital Assets, net of Accumulated Depreciation 136,209

Total Assets 258,646            

Deferred Outflows of Resources:
    Pension 69,785               
    OPEB 731                    
      Total Deferred Outflows of Resources 70,516               

Liabilities:
Current Liabilities:
    Accounts Payable, Trade 108,720            
    Accounts Payable, Related Party 559,673            
    Accrued Expenses 4,526                 
       Total Current Liabilities 672,919            

       Total Liabilities 672,919

Net Position:
  Invested in Capital Assets 136,209
  Unrestricted Net Position (479,966)           
  Total Net Position (343,757)$         

See Accompanying Notes to the Basic Financial Statements  
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SOUTH COLUMBUS PREPARATORY ACADEMY - FRANKLIN COUNTY, OHIO 
  

Statement of Revenues, 
Expenses and Changes in Net Position 

For the Fiscal Year Ended June 30, 2018 
 

 
Operating Revenues:
  State Aid 586,520$          
  Miscellaneous 12,150
    Total Operating Revenues 598,670

Operating Expenses:
  Purchased Services 1,122,861
  Depreciation 36,915
  Supplies 165,020
  Other Operating Expenses 14,394
    Total Operating Expenses 1,339,190

      Operating Loss (740,520)

Non-Operating Revenues:
  Federal Grants 396,763
    Net Nonoperating Revenues 396,763

Change in Net Position (343,757)           
Net Position Beginning of Year -                     
Net Position End of Year (343,757)$         

See Accompanying Notes to the Basic Financial Statements  
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SOUTH COLUMBUS PREPARATORY ACADEMY - FRANKLIN COUNTY, OHIO 
  

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2018 

 

CASH FLOWS FROM OPERATING ACTIVITIES
State Aid Receipts 586,387$          
Other Operating Receipts 12,150               
Cash Payments to Suppliers for Goods and Services (700,410)           

Net Cash Used For Operating Activities (101,873)           

CASH FLOWS FROM INVESTMENT ACTIVITIES
Purchase of Assets (173,124)           

Net Cash Used for Investment Activities (173,124)           

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Federal and State Grant Receipts 282,494            

Net Cash Provided By Noncapital Financing Activities 282,494            

Net Increase in Cash and Cash Equivalents 7,497                 

Cash and Cash Equivalents - Beginning of the Year -                     
Cash and Cash Equivalents - Ending of the Year 7,497$               

See Accompanying Notes to the Basic Financial Statements

 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

(Continued) 
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SOUTH COLUMBUS PREPARATORY ACADEMY - FRANKLIN COUNTY, OHIO  
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2018 

(Continued) 

Reconciliation of Operating Loss to Net Cash Used For Operating Activities
Operating Loss (740,520)$         

Adjustments to Reconcile Operating Loss to Net Cash Used For Operating Activities

Depreciation 36,915               

Changes in Assets, Liabil ities, and Deferred Inflows of Resources:
(Increase)/Decrease in Receivables (133)                   
(Increase)/ Decrease in Deferred Outflows (70,516)             
(Increase)/Decrease in Other Assets (538)                   
Increase/(Decrease) in Accounts Payable, Trade 108,720            
Increase/(Decrease) in Accrued Expenses 4,526                 
Increase/(Decrease) in Accounts Payable, Related Party 559,673            

Net Cash Used For Operating Activities (101,873)$         

 
 
See Accompanying Notes to the Basic Financial Statements 
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NOTE 1 - DESCRIPTION OF THE ENTITY 
 
South Columbus Preparatory Academy, (the Academy) is a nonprofit corporation established pursuant to 
Ohio Revised Code Chapters 3314 and 1702.  The Academy’s mission is to improve the lives of its students 
by providing authentic learning experiences in a collaborative, nurturing environment that will build a 
foundation for student’s success in school, at future work and in life. The Academy operates on a 
foundation, which fosters character building for all students, parents and staff members.  The Academy, 
which is part of the State’s education program, is independent of any school district and is nonsectarian 
in its programs, admission policies, employment practices, and all other operations.  The Academy may 
acquire facilities as needed and contract for any services necessary for the operation of the Academy. 
 
The Academy was approved for operation under a contract with St. Aloysius Orphanage (the Sponsor) for 
a five-year period commencing on July 1, 2017.  The Sponsor is responsible for evaluating the performance 
of the Academy and has the authority to deny renewal of the contract at its expiration or terminate the 
contract prior to its expiration.  
 
The Academy operates under the direction of a Board of Directors (the Board).  The Board is responsible 
for carrying out the provisions of the contract which include, but are not limited to, state mandated 
provisions regarding student populations, curriculum, academic goals, performance standards, 
admissions standards, and qualifications of teachers.  The Board controls the Academy’s instructional and 
administrative staff. 
 
The Academy contracts with Accel Schools for management services including management of personnel 
and human resources, the program of instruction, marketing data management, purchasing, strategic 
planning, public relation, financial reporting, recruiting, compliance issues, budgets, contracts, and 
equipment and facilities.  
 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The basic financial statements of the Academy have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental nonprofit organizations.  The Governmental 
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental 
accounting and financial reporting principles.  The more significant of the Academy’s accounting policies 
are described below. 
 
Basis of Presentation - The Academy’s basic financial statements consist of a Statement of Net Position, 
a Statement of Revenue, Expenses and Change in Net Position, and a Statement of Cash Flows. Enterprise 
fund reporting focuses on the determination of the changes in net position, financial position and cash 
flows. 
 
The Government Accounting Standards Board identifies the presentation of all financial activity to be 
reported within one enterprise fund for year-ending reporting purposes.  Enterprise accounting is used to 
account for operations that are financed and operated in a manner similar to private business enterprise 
where the intent is that the cost (expense) of providing goods and services to the general public on a 
continuing basis be financed or recovered primarily through user charges. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Measurement Focus and Basis of Accounting - The accounting and financial reporting treatment is 
determined by measurement focus. Enterprise accounting uses a flow of economic resources 
measurement focus. Under this measurement focus, all assets, all deferred outflows of resources, all 
liabilities, and all deferred inflows of resources are included on the Statement of Net Position. The 
Statement of Revenues, Expenses and Changes in Net Position presents increases (e.g., revenues) and 
decreases (e.g., expenses) in total Net Position.  
 
Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported in 
the financial statements.  The accrual basis of accounting is used for reporting purposes.  Revenues are 
recognized when they are earned, and expenses are recognized when they are incurred.  
 
Budgetary Process - Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C).  However, unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter 5705, unless specifically provided in the contract between the Academy and its Sponsor. The 
contract between the Academy and its Sponsor does not require the Academy to follow the provisions 
Ohio Revised Code Chapter 5705; therefore, no budgetary information is presented in the basic financial 
statements. 
       
Cash and Cash Equivalents - Cash received by the Academy is reflected as “Cash and Cash Equivalents” 
on the Statement of Net Position.  The Academy did not have any investments during the period ended 
June 30, 2018. 
      
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from these estimates. 
 
Capital Assets and Depreciation - Capital assets are capitalized at cost.  Donated capital assets are 
recorded at their acquisition values as of the date received.  The costs of additions are capitalized and 
expenditures for repairs and maintenance are expensed when incurred.  When property is sold or retired, 
the related costs and accumulated depreciation are removed from the financial records and any gain or 
loss is included in additions to or deductions from net position. Capital assets were $136,209, as of June 
30, 2018, net of accumulated depreciation. Depreciation of capital assets is calculated utilizing the 
straight-line method over the estimated useful lives of the assets which are as follows: 
 

Asset Class              Useful Life 
Computers & Software                3 years 

 Furniture & Equipment                5 years 
       Leasehold Improvements             10 years       

 
The Academy’s policy for asset capitalization threshold is $5,000. Assets or certain asset groups not 
meeting the capitalization threshold are not capitalized and are not included in the assets represented in 
the accompanying statement of net position. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Intergovernmental Revenues - The Academy currently participates in the State Foundation Program. 
Revenues received from this program are recognized as operating revenues in the accounting period in 
which all eligibility requirements have been met. 
 
Grants and entitlements are recognized as non-operating revenues in the accounting period in which 
eligibility requirements have been met. 

 
Eligibility requirements include timing requirements, which specify the year when the resources are 
required to be used or the fiscal year when use is first permitted, matching requirements, in which the 
Academy must provide local resources to be used for a specified purpose, and expenditure requirements, 
in which the resources are provided to the Academy on a reimbursement basis. 

 
The Academy also participates in various federal programs passed through the Ohio Department of 
Education.  
 
Under the above programs the Academy recorded $586,520 this fiscal year from the State Foundation 
Program and Casino Tax Revenues and $396,763 from Federal Grants.    
 
Compensated Absences - Vacation is taken in a manner which corresponds with the Academy calendar; 
therefore, the Academy does not accrue vacation time as a liability. 
 
Sick/personal leave benefits are earned by full-time employees at the rate of thirteen days per year and 
cannot be carried into the subsequent years.  No accrual for sick time is made since unused time is not 
paid to employees upon employment termination. 
 
Accrued Liabilities - Obligations incurred but unpaid at June 30 are reported as accrued liabilities in the 
accompanying financial statements.  These liabilities consisted of Accounts Payable and Accrued Expenses 
and totaled $672,919 at June 30, 2018. 
 
Exchange and Non-Exchange Transactions - Revenue resulting from exchange transactions, in which each 
party gives and receives essentially equal value, is recorded on the accrual basis when the exchange takes 
place. Non-exchange transactions, in which the Academy receives value without directly giving equal 
value in return, include grants, entitlements and donations.  Revenue from grants, entitlements and 
donations is recognized in the fiscal year in which all eligibility requirements have been satisfied.  Eligibility 
requirements include timing requirements, which specify the year when the resources are required to be 
used or the fiscal year when use is first permitted, matching requirements, in which the Academy must 
provide local resources to be used for a specified purpose, and expenditures requirements, in which the 
resources are provided to the Academy on a reimbursement basis. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Net Position - Net position represent the difference between assets and liabilities.    Net position is 
reported as restricted when there are limitations imposed on their use through external restriction 
imposed by creditors, grantors, or laws and regulations of other governments.  The Academy applies 
restricted resources when an expense is incurred for purposes for which both restricted and unrestricted 
net position are available. Net position invested in capital assets consist of capital assets, net of 
accumulated depreciation, reduced by the outstanding balances of any borrowings used for the 
acquisition, construction, or improvement of those assets. 

 
Operating Revenues and Expenses - Operating revenues are those revenues that are generated directly 
from the primary activities of the Academy.  For the Academy, these revenues are primarily the State 
Foundation program.  Operating expenses are necessary costs incurred to provide the good or service 
that is the primary activity of the Academy.  All revenues and expenses not meeting this definition are 
reported as non-operating.  There were no non-operating expenses reported at June 30, 2018. 
 
Deferred Outflows of Resource - In addition to assets, the statements of financial position will sometimes 
report a separate section for deferred outflows of resources. Deferred outflows of resources represent a 
consumption of net position that applies to a future period and will not be recognized as an outflow of 
resources (expense/expenditure) until then.  For the Academy, deferred outflows of resources are 
reported on the government-wide statement of net position for pension and OPEB.  The deferred outflows 
of resources related to pension and OPEB plans are explained in Notes 7 and 8.  
  
Pensions /Other Postemployment Benefits (OPEB) - For purposes of measuring the net pension/OPEB 
liability, deferred outflows of resources and deferred inflows of resources related to pensions/OPEB, and 
pension/OPEB expense, information about the fiduciary net position of the pension/OPEB plans and 
additions to/deductions from their fiduciary net positon have been determined on the same basis as they 
are reported by the pension/OPEB plan.  For this purpose, benefit payments (including refunds of 
employee contributions) are recognized when due and payable in accordance with the benefit terms.  The 
pension/OPEB plans report investments at fair value. 
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NOTE 3 - CASH AND CASH EQUIVALENTS 
 
The following information classifies deposits by category of risk as defined in GASB Statement No.3 
“Deposits with Financial Institutions, Investments (including Repurchase Agreements) and Reverse 
Repurchase Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk 
Disclosures”. 
 
The Academy maintains its cash balances at one financial institution, Huntington Bank in Ohio. The 
balances are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying 
account.  At June 30, 2018, the book amount of the Academy’s deposits was $7,497 and the bank balance 
was $31,698.  
 
The Academy had no deposit policy for custodial risk beyond the requirement of state statute.  Ohio law 
requires that deposits either be insured or be protected by eligible securities pledged to and deposited 
either with the Academy or a qualified trustee by the financial institution as security for repayment or by 
a collateral pool of eligible securities deposited with a qualified trustee to secure repayment of all public 
monies deposited in the financial institution whose market value shall be at least 105% of deposits being 
secured. At June 30, 2018, none of the bank balance was exposed to custodial credit risk. 
 
NOTE 4 - RECEIVABLES 
 
The Academy has receivables totaling $114,502 at June 30, 2018. These receivables represented amounts 
due to the Academy from Title 1, IDEA, and the Charter School Program, but not received as of June 30, 
2018.  All amounts are expected to be collected within one year. 
 
NOTE 5 - CAPITAL ASSETS  
 
For the period ending June 30, 2018, the Academy’s capital assets consisted of the following: 

Balance Balance

6/30/2017 Additions Deletions 06/30/18

Capital Assets:

Furniture & Equipment -$             64,580$        -$               64,580$        

Computers & Software -               56,333          -                56,333          

Leasehold Improvements -               52,211          -                52,211          

Total Capital Assets -               173,124        -                173,124        

Less Accumulated Depreciation:

Furniture & Equipment -               (12,916)         -                (12,916)         

Computer Equipment -               (18,778)         -                (18,778)         

Leasehold Improvements -               (5,221)          -                (5,221)           

Total Accumulated Depreciation -               (36,915)         -                (36,915)         

Total Capital Assets, Net -$             136,209$      -$               136,209$       
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NOTE 6 - RISK MANAGEMENT 
 
Property & Liability - The Academy is exposed to various risks of loss related to torts; theft of, damage to, 
and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  During the 
fiscal year ending June 30, 2018, the Academy contracted with Cincinnati Insurance Company for 
nonprofits and maintained general liability insurance with a $1,000,000 single occurrence limit and 
$2,000,000 annual aggregate.  Settled claims have not exceeded this coverage in the past year, nor has 
there been any significant reduction in insurance coverage during the year. 
 
Workers’ Compensation - The Academy pays the State Worker’s Compensation System a premium for 
employee injury coverage.  The premium is calculated by multiplying the monthly total gross payroll by a 
factor that is calculated by the State.  
 
Employee Medical and Dental Benefits - The Academy provides medical, vision, and dental insurance 
benefits through United Healthcare to all full-time employees. During the school year, the Academy paid 
80% of the monthly premiums for all employees. 
 
NOTE 7 - DEFINED BENEFIT PENSIONS PLANS 
 
Net Pension Liability - For fiscal year 2018, Governmental Accounting Standards Board (GASB) Statement 
No. 68, “Accounting and Financial Reporting for Pensions” and GASB Statement No. 71, “Pension 
Transition for Contributions Made Subsequent to the Measurement Date – an amendment of GASB 
Statement No. 68” were effective. The net pension liability is not reported in the accompanying financial 
statements due to the Academy not being in operation during the measurement period. The plan 
description and actuarial assumptions have been disclosed below. 
 
The net pension liability reported on the Statement of Net Position represents a liability to employees for 
pensions. Pensions are a component of exchange transactions-–between an employer and its 
employees—of salaries and benefits for employee services.  Pensions are provided to an employee—on a 
deferred-payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for pensions is a present obligation 
because it was created as a result of employment exchanges that already have occurred. 
 
The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   
 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which pensions are financed; however, the 
Academy does receive the benefit of employees’ services in exchange for compensation including 
pension.  
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State legislature.  Any resulting legislative change to benefits or funding could 
significantly affect the net pension liability.   Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability 
on the accrual basis of accounting.  Any liability for the contractually-required pension contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   
 
Plan Description - School Employees Retirement System (SERS) 
 
Plan Description – Academy non-teaching employees participate in SERS, a cost-sharing, multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability, and 
survivor benefits, annual cost-of-living adjustments, and death benefits to plan members and 
beneficiaries.   
 
Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  SERS issues a 
publicly available, stand-alone financial report that includes financial statements, required supplementary 
information, and detailed information about SERS’ fiduciary net position.  That report can be obtained by 
visiting the SERS website at www.ohsers.org under Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 
 

Eligible to Eligible to
Retire on or before Retire on or after
August 1, 2017 * August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 65 with 5 years of service credit Age 57 with 30 years of service credit

Actuarially Reduced Benefits Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Age 55 with 25 years of service credit Age 60 with 25 years of service credit

* Members with 25 years of service credit as of August 1, 2017, will be included in this plan.  
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on years of service; 2.2 percent for the first thirty years of service and 2.5 percent for years 
of service credit over 30.  Final average salary is the average of the highest three years of salary.  
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description - School Employees Retirement System (SERS) (continued) 
 
When a benefit recipient has received benefits for 12 months, an annual COLA is provided. This COLA is 
calculated on the base retirement benefit at the date of retirement and is not compounded. For those 
retiring prior to January 7, 2013, the COLA will continue to be a three percent simple annual COLA. For 
those retiring after January 7, 2013, beginning in calendar year 2019, the COLA will be based on the 
average percentage increase in the Consumer Price Index, capped at three percent. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the Academy is required to contribute 14 percent of annual covered payroll. The contribution 
requirements of plan members and employers are established and may be amended by the SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent for 
employers.  The Retirement Board, acting with the advice of the actuary, allocates the employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B 
Fund, and Health Care Fund).  For the fiscal year ended June 30, 2018, the allocation to pension, death 
benefits, and Medicare B was 14.00 percent. SERS allocated 0.5 percent of employer contributions to the 
Health Care Fund for fiscal year 2018. 
 
The Academy’s contractually required contribution to SERS was $6,079 for fiscal year 2018.    
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – Academy licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing, multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information, and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan, and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 
3307.  The DB plan offers an annual retirement allowance based on final average salary multiplied by a 
percentage that varies based on years of service.  Effective August 1, 2015, the calculation will be 2.2 
percent of final average salary for the five highest years of earnings multiplied by all years of service. 
Members are eligible to retire at age 60 with five years of qualifying service credit, or age 55 with 26 years 
of service, or 31 years of service regardless of age.  Age and service requirements for retirement will 
increase effective August 1, 2015, and will continue to increase periodically until they reach age 60 with 
35 years of service or age 65 with five years of service on August 1, 2026. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination 
of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description - State Teachers Retirement System (STRS) (continued) 
 
The Combined Plan offers features of both the DB Plan and the DC Plan.  In the Combined Plan, 12.0 of 
the 14.0 percent member rates goes to the DC Plan and the remaining 2.0 percent goes to the DB plan. 
Member contributions to the DC plan are allocated among investment choices by the member, and 
contributions to the DB plan from the employer and the member are used to fund the defined benefit 
payment at a reduced level from the regular DB Plan.  The defined benefit portion of the Combined Plan 
payment is payable to a member on or after age 60 with five years of services.  The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity 
after termination of employment at age 50 or later.  
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another STRS plan.  The optional annuitization of a member’s defined contribution account or the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of investment gain or loss on the account.  STRS has therefore included all three plan 
options in the GASB 68 schedules of employer allocation and pension amounts by employer.  
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit that apply for disability benefits.  Members in the DC Plan who 
become disabled are entitled only to their account balance.  If a member of the DC Plan dies before 
retirement benefits begin, the member’s designated beneficiary is entitled to receive the member’s 
account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2018, plan members were required to contribute 14 percent of their annual covered salary. The 
Academy was required to contribute 14 percent; the entire 14 percent was the portion used to fund 
pension obligations. The fiscal year 2018 contribution rates were equal to the statutory maximum rates.  
 
The Academy’s contractually required contributions to STRS was $63,706 for fiscal year 2018.  
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions  

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources (with the exception of deferred 
outflows of resources related to Academy contributions subsequent to the measurement date) and 
Deferred Inflows of Resources Related to Pensions are not applicable to the Academy at June 30, 2018 
due to the Academy not being in operation during the measurement period. At June 30, 2018, the 
Academy reported deferred outflows of resources and deferred inflows of resources related to pensions 
from the following sources:
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description - State Teachers Retirement System (STRS) (continued) 
 

 
 
$69,785 reported as deferred outflows of resources related to pension resulting from Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the year ending June 30, 2019.    
 
Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment termination).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point.  The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant.  In many cases actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2017, are presented below: 

SERS STRS Total

Deferred Outflows of Resources
Academy contributions subsequent to the 

  measurement date 6,079$                 63,706$               69,785$               

Total Deferred Outflows of Resources 6,079$                 63,706$               69,785$               
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS (continued) 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
COLA  or Ad Hoc COLA 2.5 percent
Investment Rate of Return 7.50 percent net of investments expense, including inflation
Actuarial Cost Method Entry Age Normal

 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection and a five year age set-back for both males and females.  Mortality among 
service retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection with Scale BB, 120 percent of male rates and 110 percent of female rates.  
Mortality among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 percent 
for male rates and 100 percent for female rates, set back five years is used for the period after disability 
retirement.  
 
The actuarial assumptions used in the June 30, 2017 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, payroll 
growth assumption and assumed real wage growth were reduced in the most recent actuarial valuation.  
The rates of withdrawal, retirement and disability updated to reflect recent experience and mortality rates 
were also updated. 
 
The long-term return expectation for the Pension Plan Investments has been determined using a building-
block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  A 
forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating a weighted averaged of the expected 
real return premiums for each asset class, adding the projected inflation rate, and adding the expected 
return from rebalancing uncorrelated asset classes. The target allocation and best estimates of arithmetic 
real rates of return for each major assets class are summarized in the following table: 
 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
International Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Stratagies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return 
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS (continued) 
 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute.  Projected inflows from investment earning were calculated using the long-term assumed 
investment rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of projected 
benefits to determine the total pension liability.   
 
Actuarial Assumptions – STRS  

The total pension liability in the June 30, 2017, actuarial valuation was determined using the following 
actuarial assumptions, applied to all periods included in the measurement:  
 

 
 

Post-retirement mortality rates for healthy retirees are based on the RP-2014 Annuitant Mortality Table 
with 50% of rates through age 69, 70% of rates between ages 70 and 79, 90% of rates between ages 80 
and 84, and 100% of rates thereafter, projected forward generationally using mortality improvement scale 
MP-2016.  Post-retirement disabled mortality rates are based on the RP-2014 Disabled Mortality Table 
with 90% of rates for males and 100% of rates for females, projected forward generationally using 
mortality improvement scale MP-2016.  Pre-retirement mortality rates are based on RP-2014 Employee 
Mortality Table, projected forward generationally using mortality improvement scale MP-2016.Actuarial 
assumptions used in the July 1, 2017, valuation are based on the results of an actuarial experience study, 
for the period July 1, 2011 through June 30, 2016.  
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – STRS  

 

Target
Asset Class Allocation *

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Long-Term Expected
Real Rate of Return **

 
 

*The target allocation percentage is effective as of July 1, 2017. Target weights will be phased in over a 24-month 
period concluding on July 1, 2019. 
 
** 10-Year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25% and 
does not include investment expenses. Over a 30-year period, STRS Ohio’s investment consultant indicates that the 
above target allocations should generate a return above the actuarial rate of return, without net value added by 
management. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2017. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate increases 
described above. For this purpose, only employer contributions that are intended to fund benefits of 
current plan members and their beneficiaries are included.   
 
Based on those assumptions, STRS’ fiduciary net position was projected to be available to make all 
projected future benefit payments to current plan members as of June 30, 2017.  Therefore, the long-
term expected rate of return on pension plan investments of 7.45 percent was applied to all periods of 
projected benefit payment to determine the total pension liability as of June 30, 2017. 
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NOTE 8 - POSTEMPLOYMENT BENEFITS 
 
Net OPEB Liability - For fiscal year 2018, Governmental Accounting Standards Board (GASB) Statement 
No. 75, “Accounting and Financial Reporting for Postemployment Benefits other than Pensions” were 
effective. The net OPEB liability is not reported in the accompanying financial statements due to the 
Academy not being in operation during the measurement period. The plan description and actuarial 
assumptions have been disclosed below. 
 
The net OPEB liability reported on the statement of net position represents a liability to employees for 
OPEB. OPEB is a component of exchange transactions-–between an employer and its employees—of 
salaries and benefits for employee services.  OPEB are provided to an employee—on a deferred-payment 
basis—as part of the total compensation package offered by an employer for employee services each 
financial period.  The obligation to sacrifice resources for OPEB is a present obligation because it was 
created as a result of employment exchanges that already have occurred. 
 
The net OPEB liability represents the Academy’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB liability calculation is dependent on critical long-term 
variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting these estimates annually.   

 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which OPEB are financed; however, the Academy 
does receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the liability is solely the obligation of the employer, because they benefit from employee 
services.  OPEB contributions come from these employers and health care plan enrollees which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
to benefits or funding could significantly affect the net OPEB liability. Resulting adjustments to the net 
OPEB liability would be effective when the changes are legally enforceable. The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB liability 
on the accrual basis of accounting.  Any liability for the contractually-required OPEB contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.  
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NOTE 8 - POSTEMPLOYMENT BENEFITS (continued) 
 
Plan Description - School Employees Retirement System (SERS) 
 
Health Care Plan Description - The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a 
cost-sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the death of a member or retiree, are eligible for SERS’ health care coverage. Most retirees and 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self-insured preferred provider 
organization for its non-Medicare retiree population. For both groups, SERS offers a self-insured 
prescription drug program. Health care is a benefit that is permitted, not mandated, by statute.  The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the 
plan selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required pensions and benefits, the 
Retirement Board may allocate the remainder of the employer contribution of 14 percent of covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2018, .5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro-rated if 
less than a full year of service credit was earned. For fiscal year 2018, this amount was $23,700. Statutes 
provide that no employer shall pay a health care surcharge greater than 2 percent of that employer’s 
SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the total statewide 
SERS-covered payroll for the health care surcharge.  For fiscal year 2018, the Academy’s surcharge 
obligation was $506.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The Academy’s contractually required contribution to SERS was 
$731 for fiscal year 2018.   
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NOTE 8 - POSTEMPLOYMENT BENEFITS (continued) 
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part 
B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the 
report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed 
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees, for the most recent year, pay a portion of the health care costs in the form of a monthly 
premium.  Under Ohio law, funding for post-employment health care may be deducted from employer 
contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2018, STRS did 
not allocate any employer contributions to post-employment health care.   
 
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB  
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources (with the exception of deferred 
outflows of resources related to Academy contributions subsequent to the measurement date) and 
Deferred Inflows of Resources Related to Pensions are not applicable to the Academy at June 30, 2018 
due to the Academy not being in operation during the measurement period. At June 30, 2018, the 
Academy reported deferred outflows of resources and deferred inflows of resources related to pensions 
from the following sources: 

 
$731 reported as deferred outflows of resources related to OPEB resulting from Academy contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending June 30, 2019.    
 
 
 

SERS STRS Total

Deferred Outflows of Resources
Academy contributions subsequent to the 

  measurement date 731$                    -$                     731$                    

Total Deferred Outflows of Resources 731$                    -$                     731$                    
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NOTE 8 - POSTEMPLOYMENT BENEFITS (continued) 
 
Actuarial Assumptions - SERS 
 
The total OPEB liability is determined by SERS’ actuaries in accordance with GASB Statement No. 74, as 
part of their annual actuarial valuation for each retirement plan. Actuarial valuations of an ongoing plan 
involve estimates of the value of reported amounts (e.g., salaries, credited service) and assumptions about 
the probability of occurrence of events far into the future (e.g., mortality, disabilities, retirements, 
employment terminations). Actuarially determined amounts are subject to continual review and potential 
modifications, as actual results are compared with past expectations and new estimates are made about 
the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point. The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
Key methods and assumptions used in calculating the total OPEB liability in the latest actuarial valuation 
date of June 30, 2017, are presented below: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investments

expense, including inflation
Municipal Bond Index Rate:
    Measurement Date 3.56 percent
    Prior Measurement Date 2.92 percent
Single Equivalent Interest Rate, net of plan investment expense,
 including price inflation
    Measurement Date 3.63 percent
    Prior Measurement Date 2.98 percent
Medical Trend Assumption
    Medicare 5.50 to 5.00 percent
    Pre-Medicare 7.50 to 5.00 percent  

 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
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NOTE 8 - POSTEMPLOYMENT BENEFITS (continued) 
 

Actuarial Assumptions – SERS (continued) 
 
The most recent experience study was completed for the five year period ended June 30, 2015.   
 
The long-term expected rate of return on plan assets is reviewed as part of the actuarial five-year 
experience study. The most recent study covers fiscal years 2010 through 2015, and was adopted by the 
Board on April 21, 2016. Several factors are considered in evaluating the long-term rate of return 
assumption including long-term historical data, estimates inherent in current market data, and a log-
normal distribution analysis in which best-estimate ranges of expected future real rates of return were 
developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long-term expected rate of return, 7.50 percent, by weighting the expected future real rates 
of return by the target asset allocation percentage and then adding expected inflation. The capital market 
assumptions developed by the investment consultant are intended for use over a 10-year horizon and 
may not be useful in setting the long-term rate of return for funding pension plans which covers a longer 
timeframe. The assumption is intended to be a long-term assumption and is not expected to change 
absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental 
change in the market that alters expected returns in future years. 
 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 
as used in the June 30, 2015 five-year experience study, are summarized as follows: 
 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return
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NOTE 8 - POSTEMPLOYMENT BENEFITS (continued) 
 

Actuarial Assumptions – SERS (continued) 
 
Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2017 was 3.63 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2017 was 2.98 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be made 
from members and the System at the state statute contribution rate of 2.00 percent of projected covered 
employee payroll each year, which includes a 1.50 percent payroll surcharge and 0.50 percent of 
contributions from the basic benefits plan. Based on these assumptions, the OPEB plan’s fiduciary net 
position was projected to become insufficient to make future benefit payments during the fiscal year 
ending June 30, 2025. Therefore, the long-term expected rate of return on OPEB plan assets was used to 
present value the projected benefit payments through the fiscal year ending June 30, 2024 and the Fidelity 
General Obligation 20-year Municipal Bond Index rate of 3.56 percent, as of June 30, 2017 (i.e. municipal 
bond rate), was used to present value the projected benefit payments for the remaining years in the 
projection. The total present value of projected benefit payments from all years was then used to 
determine the single rate of return that was used as the discount rate. The projection of future benefit 
payments for all current plan members was until the benefit payments ran out. 
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2017, actuarial valuation are presented below:   

 
Inflation 2.50 percent
Projected salary increases 12.50 percent at age 20 to 

 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment

 expenses, including inflation
Payroll Increases 3 percent
Cost-of-Living Adjustments 0.0 percent, effective July 1, 2017
  (COLA)
Blended Discount Rate of Return 4.13 percent
Health Care Cost Trends 6 to 11 percent initial, 4.5 percent ultimate  

 
Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between 
ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality 
improvement scale MP-2016. For disabled retirees, mortality rates are based on the RP-2014 Disabled 
Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected forward 
generationally using mortality improvement scale MP-2016. 
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NOTE 8 - POSTEMPLOYMENT BENEFITS (continued) 
 
Actuarial Assumptions – STRS – (continued) 
 
Actuarial assumptions used in the June 30, 2017, valuation are based on the results of an actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 
Since the prior measurement date, the discount rate was increased from 3.26 percent to 4.13 percent 
based on the methodology defined under GASB Statement No. 74, Financial Reporting for 
Postemployment Benefit Plans Other Than Pension Plans (OPEB) and the long term expected rate of return 
was reduced from 7.75 percent to 7.45 percent. Valuation year per capita health care costs were updated, 
and the salary scale was modified. The percentage of future retirees electing each option was updated 
based on current data and the percentage of future disabled retirees and terminated vested participants 
electing health coverage were decreased. The assumed mortality, disability, retirement, withdrawal and 
future health care cost trend rates were modified along with the portion of rebated prescription drug 
costs. 
 
Also since the prior measurement date, the subsidy multiplier for non-Medicare benefit recipients was 
reduced from 2.1 percent to 1.9 percent per year of service. Medicare Part B premium reimbursements 
were discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 2019.  Subsequent to the current measurement 
date, the date for discontinuing remaining Medicare Part B premium reimbursements was extended to 
January 2020. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
 

Target
Asset Class Allocation

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

* 10 year annualized geometric nominal returns, which  include the 
real rate of return and inflation of 2.25 percent and does not include 
investment expenses.  Over a 30-year period, STRS' investment
consultant indicates that the above target allocations should
generate a return above the actual rate of return, without net
value added by management.

Long-Term Expected
Rate of Return *
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NOTE 8 - POSTEMPLOYMENT BENEFITS (continued) 
 
Actuarial Assumptions – STRS – (continued) 
 
Discount Rate The discount rate used to measure the total OPEB liability was 4.13 percent as of June 30, 
2017. The projection of cash flows used to determine the discount rate assumes STRS Ohio continues to 
allocate no employer contributions to the health care fund. Based on these assumptions, the OPEB plan’s 
fiduciary net position was not projected to be sufficient to make all projected future benefit payments of 
current plan members. The OPEB plan’s fiduciary net position was projected to become insufficient to 
make future benefit payments during the fiscal year ending June 30, 2037.  Therefore, the long-term 
expected rate of return on OPEB plan assets was used to determine the present value of the projected 
benefit payments through the fiscal year ending June 30, 2036 and the Bond Buyer 20-year municipal 
bond rate of 3.58 percent as of June 30, 2017 (i.e. municipal bond rate), was used to determine the present 
value of the projected benefit payments for the remaining years in the projection.  The total present value 
of projected benefit payments from all years was then used to determine the single rate of return that 
was used as the discount rate. The blended discount rate of 4.13 percent, which represents the long-term 
expected rate of return of 7.45 percent for the funded benefit payments and the Bond Buyer 20-year 
municipal bond rate of 3.58 percent for the unfunded benefit payments, was used to measure the total 
OPEB liability as of June 30, 2017.  A blended discount rate of 3.26 percent which represents the long term 
expected rate of return of 7.75 percent for the funded benefit payments and the Bond Buyer 20-year 
municipal bond rate of 2.85 percent for the unfunded benefit payments was used to measure the total 
OPEB liability at June 30, 2016. 
 
 
NOTE 9 - CONTINGENCIES  

 
Grants - The Academy received financial assistance from federal and state agencies in the form of grants.  
Amounts received from grantor agencies are subject to audit and adjustment by the grantor.  Any 
disallowed costs may require refunding to the grantor.  Amounts which may be disallowed, if any, are not 
presently determinable.  However, in the opinion of the Academy, any such adjustments will not have a 
material adverse effect on the financial position of the Academy.  
 
Litigation - There are currently no matters in litigation with the Academy as defendant. 
 
Full-Time Equivalency - School foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  

 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE did not perform such a review on the Academy for fiscal year 2018.  

Attachment 26: Audited Financial Statements Page 5096



SOUTH COLUMBUS PREPARATORY ACADEMY - FRANKLIN COUNTY, OHIO 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS  
FOR THE YEAR ENDED JUNE 30, 2018  

 

 36 

NOTE 9 - CONTINGENCIES - (continued) 
 
Full-Time Equivalency – (continued) 
 
As of the date of this report, additional ODE adjustments for fiscal year 2018 are not finalized.  As a result, 
the impact of future FTE adjustments on the fiscal year 2018 financial statements is not determinable, at 
this time. Management believes this may result in either an additional receivable to, or a liability of, the 
Academy. 
 
In addition, the Academy’s contracts with their Sponsor and Management Company require payment 
based on revenues received from the State.  As discussed above, additional FTE adjustments for fiscal year 
2018 are not finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 2018 
financial statements, related to additional reconciliation necessary with these contracts, is not 
determinable.  Management believes this may result in either an additional receivable to, or liability of, 
the Academy.   
 
NOTE 10 - SPONSOR CONTRACT 
 
The Academy contracted with St. Aloysius Orphanage as its sponsor and for oversight services as required 
by law.  Sponsorship fees are calculated as a three percent of state funds received by the Academy from 
the State of Ohio. For the fiscal year ended June 30, 2018, the total sponsorship fees paid totaled $17,061. 
 
NOTE 11 - PURCHASED SERVICES 

 
For the period of July 1, 2017 through June 30, 2018, the Academy made the following purchased services 
commitments. 
 

Purchased Services Amount
Personnel Services $630,204
Professional Services 214,197            
Property Services 119,164

    Utilities 41,444
Travel & Meetings 462
Communications 64,359
Contractual Trade 50,182
Pupil Transportation 2,849

Total $1,122,861

 
NOTE 12 - LEASE OBLIGATIONS 
  

On July 1, 2017, the Academy signed a new lease with Global School Properties Ohio, LLC under which 
future base rent payments to the landlord will be calculated as 12.5% of State Aid (defined as the State 
base per pupil allocation for each student enrolled on an FTE basis) received by the Academy from the 
State of Ohio.   This lease is for a term of ten years and is set to expire on June 30, 2027. The total rent 
expense for fiscal year 2018 was $68,319. 
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NOTE 13 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES 
 
The Academy entered into an agreement with Accel Schools, a management company, to provide legal, 
financial, and other management support services for fiscal year 2018. The agreement was for a period of 
five years beginning July 1, 2017. Management fees are calculated as 13.5% of the Academy’s State 
Revenue. The total amount due from the Academy for the fiscal year ending June 30, 2018 was $76,773 
and is included under “Purchased Services” on the Statement of Revenues, Expenses and Changes in Net 
Position. 
 
Also per the management agreement there are expenses that will be billed to the Academy based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of Accel employees working 
in at the Academy and other costs related to providing education and administrative services. The total 
amount billed to the Academy inclusive of management fees during fiscal year 2018 was $922,525. 
 
The following is a summary of the management company expenses during fiscal year 2018: 
 

 
 
Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro-rated based on 
full time equivalent (FTE) head count as of June 30, 2018 by each school it manages.  
 
NOTE 14 - MANAGEMENT PLAN 
 
For fiscal year 2018, the Academy had a net position deficit of $(343,757). Current enrollment of 79 
students was not enough to sustain the cash of running the Academy. However, as of December 2018 
enrollment has increased to 174 students.  The Academy’s ability to maintain a stable administrative and 
instructional team along with active advertising via print, radio, mailings and through referrals of current 
parents is anticipated to help produce the likelihood of future enrollment growth leading to surpluses and 
provide an opportunity for the academy to recover from its prior deficits. 
 

South Columbus Preparatory Academy

Regular 
Instruction

(1100 Function 
Codes)

Special 
Instruction

(1200 Function 
Codes)

Support 
Services

(2000 Function 
Codes)

Non-Instructional 
(3000 through 
7000 Function 

Codes)

Total

Direct Expenses: 
Salaries & Wages (100 Object Codes) 371,882$        10,154$          149,890$        -$                     531,926$    
Employees’ Benefits (200 Object Codes) 23,078            383                 10,783            -                       34,244        
Professional & Technical Services (410 Object Codes) -                  -                  124,966          -                       124,966      
Property Services (420 Object Codes) -                  -                  12,771            -                       12,771        
Utilities (450 Object Codes) -                  -                  12,042            -                       12,042        
Contracted Craft or Trade Services (460 Object Codes) -                  -                  6,586              -                       6,586          
Supplies (500 Object Codes) 77,195            -                  30,552            -                       107,747      
Other Direct Costs (All Other Object Codes) 44,004            -                  62,242            -                       106,246      
Indirect Expenses: 
Overhead -                  -                  75,983            -                       75,983        
  
Total Expenses 516,159$        10,537$          485,815$        -$                     1,012,511$ 
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See accompanying notes to the required supplementary information. 
 
 

2018

Contractually Required Contribution 6,079$            

Contributions in Relation to the 
Contractually Required Contribution (6,079)            

Contribution Deficiency (Excess) 0                    

Academy Covered Payroll 45,030$          

Contributions as a Percentage of
Covered Payroll 13.50%

(1) Information prior to 2018 is not available. Schedule is 
      intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

Required Supplementary Information
Schedule of Academy Contributions - Pension
School Employees Retirement System of Ohio

Last Fiscal Year (1)
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See accompanying notes to the required supplementary information. 
 
 

2018

Contractually Required Contribution 63,706$            

Contributions in Relation to the 
Contractually Required Contribution (63,706)            

Contribution Deficiency (Excess) 0$                    

Academy Covered Payroll 455,043$          

Contributions as a Percentage of
Covered Payroll 14.00%

(1) Information prior to 2018 is not available. Schedule is 
      intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

Required Supplementary Information
Schedule of Academy Contributions - Pension

State Teachers Retirement System of Ohio
Last Fiscal Year (1)
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2018

Contractually Required Contribution (2) 731$                     

Contributions in Relation to the 
Contractually Required Contribution (731)                      

Contribution Deficiency (Excess) 0                          

Academy Covered Payroll 45,030$                 

OPEB Contributions as a Percentage of
Covered Payroll (2) 1.62%

(1) Information prior to 2018 is not available. Schedule is
      intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

(2) Includes Surcharge

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - OPEB

School Employees Retirement System of Ohio
Last Fiscal Year (1) 
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2018

Contractually Required Contribution 0$                        

Contributions in Relation to the 
Contractually Required Contribution 0                         

Contribution Deficiency (Excess) 0$                        

Academy Covered Payroll 455,043$              

Contributions as a Percentage of
Covered Payroll 0.00%

(1) Information prior to 2018 is not available. Schedule is
      intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information

Schedule of Academy Contributions - OPEB
State Teachers Retirement System of Ohio

Last Fiscal Year (1) 
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December 28, 2018

To the Board of Directors
South Columbus Preparatory Academy
Franklin County, Ohio
3220 Groveport Road
Columbus, Ohio  43207

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the South Columbus Preparatory Academy, 
Franklin County, Ohio (the “Academy”) as of and for the year ended June 30, 2018, and the related notes to the 
financial statements, which collectively comprise the Academy’s basic financial statements, and have issued our 
report thereon dated December 28, 2018, in which we noted the Academy has suffered a loss from operations and
has a net position deficit of $343,757, that raises substantial doubt about its ability to continue as a going concern. 

Internal Control over Financial Reporting

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

A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance. 
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South Columbus Preparatory Academy 
Independent Auditor’s Report on Internal Control over Financial Reporting 
   and on Compliance and Other Matters Based on an Audit of 
   Financial Statements Performed in Accordance with 

Government Auditing Standards
Page 2 of 2

Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified.

Compliance and Other Matters

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

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose.

Cambridge, Ohio
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December 28, 2018

To the Board of Directors
South Columbus Preparatory Academy
Franklin County, Ohio
3220 Groveport Road
Columbus, OH 43207

Independent Accountant’s Report on Applying Agreed-Upon Procedure

Ohio Rev. Code Section 117.53 states “the auditor of state shall identify whether the school district or 
community school has adopted an anti-harassment policy in accordance with Section 3313.666 of the 
Revised Code. This determination shall be recorded in the audit report. The auditor of state shall not 
prescribe the content or operation of any anti-harassment policy adopted by a school district or 
community school.”

Accordingly, we have performed the procedures enumerated below, which were agreed to by the Board, 
solely to assist in evaluating whether South Columbus Preparatory Academy, Franklin County, Ohio has 
adopted its anti-harassment policy in accordance with Ohio Rev. Code Section 3313.666. Management is 
responsible for complying with this requirement. This agreed-upon procedure engagement was conducted 
in accordance with attestation standards established by the American Institute of Certified Public 
Accountants.  The sufficiency of this procedure is solely the responsibility of the Board.  Consequently; 
we make no representation regarding the sufficiency of the procedure described below either for the
purpose for which this report has been requested or for any other purpose.

1. We noted the Board adopted its anti-harassment policy on April 10, 2018. However, this policy
did not include the following matters required by Section 3313.666 of the Ohio Revised Code.

a. A statement prohibiting students from deliberately making false reports of harassment,
intimidation, or bullying and a disciplinary procedure for any student responsible for
deliberately making a false report of that nature.

We were not engaged to and did not conduct an examination or review, the objective of which would be 
the expression of an opinion or conclusion, respectively, on compliance with the anti-harassment policy. 
Accordingly, we do not express such an opinion or conclusion. Had we performed additional procedures, 
other matters might have come to our attention that would have been reported to you.

This report is intended solely for the information and use of the Board and is not intended to be and 
should not be used by anyone other than these specified parties.

Cambridge, Ohio
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Board of Education 
STEAM Academy of Warren 
261 Elm Road NE 
Warren, Ohio 44483 
 
 
We have reviewed the Independent Auditor’s Report of the STEAM Academy of Warren, 
Trumbull County, prepared by Rea & Associates, Inc., for the audit period July 1, 2018 through 
June 30, 2019.  Based upon this review, we have accepted these reports in lieu of the audit 
required by Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying 
financial statements and, accordingly, we are unable to express, and do not express an opinion on 
them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The STEAM Academy of Warren is responsible for 
compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
January 17, 2020  
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December 22, 2019 
 
To the Board of Directors 
STEAM Academy of Warren 
Trumbull County, Ohio 
261 Elm Road NE 
Warren, Ohio 44483 
 
 

INDEPENDENT AUDITOR'S REPORT 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the STEAM Academy of Warren, Trumbull 
County, Ohio, (the “Academy”) as of and for the year ended June 30, 2019, and the related notes to the 
financial statements, which collectively comprise the Academy’s basic financial statements as listed in the 
table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the Academy’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Academy’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion 
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STEAM Academy of Warren  
Independent Auditor’s Report 
Page 2 of 3 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the STEAM Academy of Warren, Trumbull County, Ohio, as of June 30, 2019, and 
the changes in its financial position and its cash flows for the year then ended in accordance with 
accounting principles generally accepted in the United States of America. 
 
Emphasis of a Matter  
 
The accompanying financial statements have been prepared assuming the Academy will continue as a 
going concern. As disclosed in Note 17 to the financial statements, the Academy has previously suffered 
recurring losses from operations and has a net position deficit of $2,857,514 that raises substantial doubt 
about its ability to continue as a going concern. This deficit net position includes the effect of the net 
pension liability, net OPEB asset/liability and related accruals totaling $1,652,988. Note 17 describes 
management’s plan regarding these issues. The financial statements do not include any adjustments that 
might result from the outcome of this uncertainty. Our opinion is not modified with respect to this matter. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the Academy's Proportionate Share of the Net Pension Liability, 
Schedule of the Academy’s Contributions-Pension, Schedule of the Academy’s Proportionate Share of the 
Net OPEB Asset/Liability, and the Schedule of the Academy’s Contributions - OPEB as listed in the table 
of contents, be presented to supplement the basic financial statements. Such information, although not a 
part of the basic financial statements, is required by the Governmental Accounting Standards Board who 
considers it to be an essential part of financial reporting for placing the basic financial statements in an 
appropriate operational, economic, or historical context. We have applied certain limited procedures to 
the required supplementary information in accordance with auditing standards generally accepted in the 
United States of America, which consisted of inquiries of management about the methods of preparing the 
information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic 
financial statements. We do not express an opinion or provide any assurance on the information because 
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance.  
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STEAM Academy of Warren  
Independent Auditor’s Report 
Page 3 of 3 
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated December 22, 
2019 on our consideration of the Academy’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the Academy’s internal control over financial reporting or on compliance. That report is 
an integral part of an audit performed in accordance with Government Auditing Standards in considering 
the Academy’s internal control over financial reporting and compliance. 
 
 
 
 
 

Cambridge, Ohio 
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STEAM ACADEMY OF WARREN ‐ TRUMBULL COUNTY, OHIO 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED JUNE 30, 2019 (UNAUDITED)     

 

 5

The discussion and analysis of the STEAM Academy of Warren’s (the “Academy”) financial performance 
provides an overall review of the Academy’s financial activities for the fiscal year ended June 30, 2019. 
The intent of this discussion and analysis is to look at the Academy’s financial performance as a whole. 
Readers should also review the financial statements and notes to the financial statements to enhance 
their understanding of the Academy’s financial performance.  

 
FINANCIAL HIGHLIGHTS 
 
Key highlights for fiscal year 2019 are as follows: 
 

 Net position increased $267,721. 

 Operating revenues accounted for $1,776,238 of the Academy’s total funding of $2,424,351. 

 Operating expenses accounted for $2,090,476 of the total expenses of $2,156,630. 
 

OVERVIEW OF THE FINANCIAL STATEMENTS 
 
The  financial  report  consists  of  three  parts;  required  supplemental  information,  the  basic  financial 
statements, and the notes to the financial statements. These statements are organized so the reader can 
understand  the  financial  position  of  the  Academy.  Enterprise  accounting  uses  a  flow  of  economic 
resources measurement focus. With this measurement focus, all assets, deferred outflows of resources, 
all  liabilities,  and  deferred  inflows  of  resources  are  included  on  the  statement  of  net  position.  The 
statement of net position answers the question of how well the Academy performed financially during 
2019.  The  statement  of  revenues,  expenses,  and  changes  in  net  position  presents  increases  (e.g., 
revenues) and decreases (e.g., expenses) in net position.  The statement of cash flows reflects how the 
Academy  finances and meets  its  cash  flow needs.    Finally,  the notes  to  the basic  financial  statements 
provide additional information that is essential to a full understanding of the data provided on the basic 
financial statements. 

 
FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE 
 
The Academy is not required to present government‐wide financial statements as the Academy is engaged 
in  only  business‐type  activities.    Therefore,  no  condensed  financial  information  derived  from  the 
governmental‐wide financial statements is included in the discussion and analysis.    
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Table 1 provides a summary of Academy’s net position for 2019 and 2018: 

 
Table 1 

Statement of Net Position 

2019 2018

Assets:

  Current Assets:

    Cash and Cash Equivalents 108,364$           37,918$              

    Accounts Receivable 7,907                 ‐                      

    Intergovernmental Receivable 31,901               35,137                

    Prepaid Expense 51,272               65,602                

      Total Current Assets 199,444             138,657              

Noncurrent Assets:

    Net OPEB Asset 85,273               ‐                      

   Capital Assets, net of Accumulated Depreciation 44,802               61,787                

      Total Noncurrent Assets 130,075             61,787                

Total Assets 329,519             200,444              

Deferred Outflows of Resources 679,900             1,032,112          

Liabilities:

  Current Liabilities:

    Accounts Payable, Trade 64,593               34,840                

    Accounts Payable, Related Party 454,480             498,240              

    Accrued Expenses 1,724                 ‐                      

    Advances Payable 243,000             230,100              

      Total Current Liabilities 763,797             763,180              

Noncurrent Liabilities:

  Net Pension Liability 1,405,378         1,934,429          

  Net OPEB Liability 116,296             396,853              

  Noncurrent Portion of Long‐term Debt 684,975             684,975              

    Total Noncurrent Liabilities 2,206,649         3,016,257          

        Total Liabilities 2,970,446         3,779,437          

Deferred Inflows of Resources 896,487             578,354              

Net Position

  Investment in Capital Assets 44,802               61,787                

  Unrestricted Net Position (2,902,316)        (3,187,022)         
     Total Net Position (2,857,514)$       (3,125,235)$       
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The Academy has adopted GASB Statement 68, “Accounting and Financial Reporting  for Pensions—an 
Amendment of GASB Statement 27,” and GASB Statement 75, “Accounting and Financial Reporting for 
Postemployment  Benefits  Other  Than  Pensions,”  which  significantly  revises  accounting  for  costs  and 
liabilities related to other postemployment benefits (OPEB).  For reasons discussed below, many end users 
of this financial statement will gain a clearer understanding of the Academy’s actual financial condition by 
adding deferred inflows related to pension and OPEB, the net pension liability and the net OPEB liability 
to the reported net position and subtracting deferred outflows related to pension and OPEB and net OPEB 
asset. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports  prepared  in  accordance  with  generally  accepted  accounting  principles.    Prior  accounting  for 
pensions  (GASB  27)  and  postemployment  benefits  (GASB  45)  focused  on  a  funding  approach.    This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OBEP asset/liability.  GASB 68 and 
GASB 75  take  an  earnings  approach  to  pension  and OPEB  accounting;  however,  the  nature of Ohio’s 
statewide pension/OPEB plans and state law governing those systems requires additional explanation in 
order to properly understand the information presented in these statements. 

 
GASB  68  and GASB  75  require  the  net  pension  liability  and  the  net  OPEB  asset/liability  to  equal  the 
Academy’s proportionate share of each plan’s collective: 
 

1. Present  value  of  estimated  future  pension/OPEB  benefits  attributable  to  active  and  inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 

GASB  notes  that  pension  and  OPEB  obligations,  whether  funded  or  unfunded,  are  part  of  the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, 
and the promise of a future pension and other postemployment benefits.  GASB noted that the unfunded 
portion of this promise is a present obligation of the government, part of a bargained‐for benefit to the 
employee, and should accordingly be reported by the government as a liability since they received the 
benefit of the exchange.  However, the Academy is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement  systems  to  provide  healthcare  to  eligible  benefit  recipients.    The  retirement  systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The  employee  enters  the  employment  exchange with  the  knowledge  that  the  employer’s  promise  is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a specific, 
legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the 
unfunded  liability  of  the  pension/OPEB  plan  as  against  the  public  employer.    State  law  operates  to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the  employment  exchange  with  notice  as  to  the  law.    The  retirement  system  is  responsible  for  the 
administration of the pension and OPEB plans.  
 
Most long‐term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time‐off or termination payments.  There is no repayment 
schedule  for  the net  pension  liability  or  the  net OPEB  asset/liability.    As  explained  above,  changes  in 
benefits,  contribution  rates,  and  return on  investments  affect  the balance of  these  liabilities,  but  are 
outside the control of the  local government.    In the event that contributions,  investment returns, and 
other changes are insufficient to keep up with required payments, State statute does not assign/identify 
the responsible party for the unfunded portion.  Due to the unique nature of how the net pension liability 
and the net OPEB asset/liability are satisfied, these liabilities are separately  identified within the  long‐
term liability section of the statement of net position. 
 
In accordance with GASB 68 and GASB 75,  the Academy’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB asset/liability, respectively, not accounted for 
as deferred inflows/outflows.  
 
There was a significant change in net pension / OPEB liability / asset for the school.  The fluctuations are 
due  to changes  in  the actuarial  liabilities  / assets and  related accruals  that are passed  through  to  the 
school’s financial statement.  All components of pension and OPEB accruals contribute to the fluctuations 
in deferred outflows / inflows and net pension/OPEB liabilities/asset and are described in more detail in 
their respective notes. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Statement of Revenues, Expenses and Change in Net Position ‐ Table 2 shows the change in Net Position 
for fiscal years 2019 and 2018 as well as a listing of revenues and expenses.   This change in Net Position 
is  important because it tells the reader that, for the Academy as a whole, the financial position of the 
Academy has improved or diminished. The cause of this may be the result of many factors, some financial, 
some  not.    Non‐financial  factors  include  the  current  laws  in  Ohio  restricting  revenue  growth,  facility 
conditions, required educational programs and other factors. 
 

 
Table 2 

Statement of Revenues, Expenses, and Changes in Net Position 
2019 2018

Operating Revenues:

  State Aid 1,774,350$          1,342,383$            

  Miscellaneous 1,888                   95                           

     Total Operating Revenues 1,776,238             1,342,478              

Operating Expenses:

  Purchased Services 1,984,368           919,917                  

  Depreciation 16,985                 16,985                    

Supplies 50,257                 30,731                    

  Other Operating Expenses 38,866                 32,704                    

    Total Operating Expenses 2,090,476           1,000,337              

      Operating Income (Loss) (314,238)               342,141                  

Nonoperating Revenues and Expenses:

  Federal and State Restricted Grants 530,451               439,848                  

  Debt Forgiveness 117,662               ‐                         

  Interest Expense (66,154)                (59,375)                   

    Net Nonoperating Revenues and Expenses 581,959                 380,473                  

Change in Net Position 267,721$             722,614$               

 
Increase  in  Purchased  Services  were  due mainly  to  higher  enrollment  over  the  prior  year  and more 
students needing to be serviced and changes to the pension/OPEB accruals previously discussed.  State 
Aid and Federal and State Restricted Grants revenues increased due to an increase in enrollment. 
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CAPITAL ASSETS 
 
At the end of fiscal year 2019, the Academy had $44,802 invested in capital assets (net of accumulated 
depreciation) for computers and software, furniture and equipment, and leasehold improvements. The 
following table shows fiscal year 2019 compared to 2018:     
     

 

2019 2018 Change

Computers and Software 14,940$             29,833$             (14,893)$           

Leasehold Improvements 29,862                31,954                (2,092)                

Total Capital Assets ‐ net 44,802$             61,787$             (16,985)$           

Capital Assets at June 30 (Net of Depreciation)

 
For  further  information  regarding  the Academy’s  capital  assets,  refer  to Note  5  of  the  basic  financial 
statements.   
 

DEBT 
 
At June 30, 2019, the Academy had $243,000 in advances outstanding through Charter School Capital.  
 
The Academy also signed a note payable with Accel Schools, the Academy’s management company in July 
2015 in the amount of $684,975. No principal payments were made for the year ended June 30, 2019. 
 
For further information regarding the Academy’s debt, refer to Note 6 and Note 7 to the basic financial 
statements. 
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OPERATIONS 
 
The Academy is a public school established pursuant to Ohio Revised Code Chapter 3314. The Academy 
offers education for Ohio children in kindergarten through eighth grade. The Academy is independent of 
any Academy and is nonsectarian in its programs, admission policies, employment practices, and all other 
operations. The Academy may lease or acquire facilities as needed and contract for any services necessary 
for the operation of the Academy.    

 
REQUESTS FOR INFORMATION 
 
This financial report is designed to provide our citizens, taxpayers, investors and creditors with a general 
overview of the Academy’s finances and to show the Academy’s accountability for the money it receives.  
If you have any questions concerning this report, please contact the Academy’s Fiscal Officer, C. David 
Massa, CPA of Massa Financial Solutions, LLC, 261 Elm Road, NE, Warren, Ohio 44483. 
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STEAM ACADEMY OF WARREN ‐ TRUMBULL COUNTY, OHIO 

 
Statement of Net Position 

June 30, 2019 
 

Assets:

Current Assets:

    Cash and Cash Equivalents 108,364$          

    Accounts Receivable  7,907

    Intergovernmental Receivable 31,901

    Prepaid Expense 51,272

      Total Current Assets 199,444

Noncurrent Assets:

   Net OPEB Asset 85,273

   Capital Assets, net of Accumulated Depreciation 44,802

      Total Noncurrent Assets 130,075

Total Assets 329,519            

Deferred Outflows of Resources:

    Pension 665,318

    OPEB 14,582               

Deferred Outflows of Resources 679,900            

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 64,593               

    Accounts Payable, Related Party 454,480            

    Accrued Expenses 1,724                 

    Advances Payable 243,000            

       Total Current Liabilities 763,797            

Noncurrent Liabilities:

   Net Pension Liability 1,405,378

   Net OPEB Liabil ity 116,296

   Noncurrent Portion of Long‐term Debt 684,975

    Total Noncurrent Liabilities 2,206,649

       Total Liabilities 2,970,446

Deferred Inflows of Resources:

    Pension 627,239

    OPEB 269,248            

Deferred Inflows of Resources 896,487            

Net Position:

   Investment in Capital Assets 44,802

   Unrestricted Net Position (2,902,316)

  Total Net Position (2,857,514)$     

See Accompanying Notes to the Basic Financial Statements
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STEAM ACADEMY OF WARREN ‐ TRUMBULL COUNTY, OHIO 

 
Statement of Revenues, 

Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2019 

 
 

Operating Revenues:

  State Aid 1,774,350$       

  Miscellaneous 1,888

    Total Operating Revenues 1,776,238

Operating Expenses:

  Purchased Services 1,984,368

  Depreciation 16,985

  Supplies 50,257

  Other Operating Expenses 38,866

    Total Operating Expenses 2,090,476

      Operating Loss (314,238)

Non‐Operating Revenues and (Expenses):

  Federal and State Restricted Grants  530,451

  Debt Forgiveness 117,662            

  Interest Expense (66,154)             

    Net Non‐operating Revenues and (Expenses) 581,959

Change in Net Position 267,721            

Net Position Beginning of Year (3,125,235)        

Net Position End of Year (2,857,514)$     

See Accompanying Notes to the Basic Financial Statements
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STEAM ACADEMY OF WARREN ‐ TRUMBULL COUNTY, OHIO 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2019 

 
 

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 1,764,278$    

Other Operating Receipts 1,888              

Cash Payments to Suppliers for Goods and Services (2,178,316)     

Net Cash Used For Operating Activities (412,150)        

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Charter School Capital Proceeds 942,900         

Charter School Capital Payments (930,000)        

Charter School Capital Program Fees (49,030)          

Note Payable Interest Payments (17,124)          

Federal and State Grant Receipts 535,850         

Net Cash Provided By Noncapital Financing Activities 482,596         

Net Increase in Cash and Cash Equivalents 70,446            

Cash and Cash Equivalents ‐ Beginning of the Year 37,918            

Cash and Cash Equivalents ‐ Ending of the Year 108,364$       

See Accompanying Notes to the Basic Financial Statements

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

(Continued)
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STEAM ACADEMY OF WARREN ‐ TRUMBULL COUNTY, OHIO  
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2019 

(Continued) 
 

Reconciliation of Operating Loss to Net Cash Used For Operating Activities

Operating Loss (314,238)$      

Adjustments to Reconcile Operating Loss to Net Cash Used For Operating Activities

Depreciation 16,985            

Changes in Assets, Liabil ities, and Deferred Inflows and Outflows of Resources:

(Increase)/ Decrease in Receivables (7,907)             

(Increase)/ Decrease in Deferred Outflows 352,212          

Increase/ (Decrease) in Deferred Inflows 318,133          

Increase/ (Decrease) in Net Pension Liabil ity (529,051)         

(Increase)/ Decrease in Prepaid Expense 14,330            

Increase/ (Decrease) in Accounts Payable, Trade 29,753            

Increase/ (Decrease) in Accounts Payable, Related Party 71,739            

Increase/ (Decrease) in Accrued Expense 1,724               

(Increase)/ Decrease in Net OPEB Asset (85,273)           

Increase/ (Decrease) in Net OPEB Liability (280,557)         

Net Cash Used For Operating Activities (412,150)$      

See Accompanying Notes to the Basic Financial Statements

Non‐Cash Transaction: The management company forgave $117,662 worth of related party accounts 

payable during the fiscal year 2019.
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NOTE 1 – DESCRIPTION OF ACADEMY 
 
The STEAM Academy of Warren (the “Academy”) is a nonprofit corporation established pursuant to Ohio 
Revised Code Chapter 3314. The Academy offers education  for Ohio children  in kindergarten  through 
eighth grade. The Academy is independent of any Academy and is nonsectarian in its programs, admission 
policies, employment practices, and all other operations. The Academy may lease or acquire facilities as 
needed and contract for any services necessary for the operation of the Academy. 
 
The Academy was initially approved for operation for a period of five academic years commencing after 
July 1, 2011 through the Portage County Educational Service Center.  In July 2015, due to the closure of 
the Sponsor, the Academy was subsequently sponsored by the Ohio Department of Education for a two‐
year term ending June 30, 2017 and then for an additional three‐year period ending June 30, 2020. The 
Sponsor  is  responsible  for evaluating  the performance of  the Academy and has  the authority  to deny 
renewal of the contract at its expiration or terminate the contract prior to its expiration.  
 
The  Academy  operates  under  the  direction  of  a  Governing  Board  that  consists  of  not  less  than  five 
individuals who are not owners or employees, or immediate relatives or owners or employees of any for‐
profit firm that operate or manage the Academy for the Governing Board. The Board is responsible for 
carrying out the provisions of the contract that include, but are not limited to, state‐mandated provisions 
regarding student population, curriculum, academic goals, performance standards, admission standards, 
and qualifications of teachers.   
 
The Academy contracts with Accel Schools for management services including management of personnel 
and human resources, the program of instruction, technology, marketing, data management, purchasing, 
strategic planning, public relations, financial reporting, recruiting, compliance issues, budgets, contracts, 
and equipment and facilities.  
 

NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The  financial  statements  of  the  Academy  have  been  prepared  in  conformity with  generally  accepted 
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards 
Board  (GASB)  is  the  accepted  standard‐setting  body  for  establishing  governmental  accounting  and 
financial  reporting principles. The more significant of  the Academy’s accounting policies are described 
below. 
 
Basis of Presentation ‐ The Academy’s basic financial statements consist of a statement of net position; a 
statement  of  revenues,  expenses,  and  changes  in  net  position;  and  a  statement  of  cash  flows.  The 
Academy uses a single enterprise presentation for its financial records.  Enterprise reporting focuses on 
the determination of operating income, changes in net position, financial position, and cash flows.   
 
Measurement  Focus  ‐  The  enterprise  activity  is  accounted  for  using  a  flow  of  economic  resources 
measurement  focus.  All  assets,  deferred  outflows  of  resources,  liabilities,  and  deferred  inflows  of 
resources associated with the operation of the Academy are included on the statement of net position. 
The statement of revenues, expenses, and changes in net position presents increases (e.g. revenues) and 
decreases (e.g. expenses) in net position.  The statement of cash flows reflects how the Academy finances 
meet its cash flow needs.  
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Basis of Accounting  ‐ Basis of  accounting determines when  transactions are  recorded  in  the  financial 
records and reported on the financial statements.  The Academy’s financial statements are prepared using 
the accrual basis of accounting. Revenue resulting from exchange transactions, in which each party gives 
and  receives essentially equal value,  is  recorded on  the accrual basis when  the exchange  takes place. 
Revenue  resulting  from  nonexchange  transactions,  in which  Academy  receives  value without  directly 
giving equal value in return, such as grants and entitlements, are recognized in the period in which all 
eligibility requirements have been satisfied. Eligibility requirements include timing requirements, which 
specify the period when the resources are required to be used or the period when use is first permitted, 
matching requirements,  in which the Academy must provide local resources to be used for a specified 
purpose,  and  expenditure  requirements,  in  which  the  resources  are  provided  to  the  Academy  on  a 
reimbursement basis.  Expenses are recognized at the time they are incurred. 
   

Budgetary Process ‐ Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C). However, unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter 5705, unless specifically provided  in  the contract between the Academy and  its Sponsor. The 
contract between the Academy and its Sponsor does not require the Academy to follow the provisions 
Ohio Revised Code Chapter 5705; therefore, no budgetary information is presented in the basic financial 
statements.  

 
Cash and Cash Equivalents ‐ Cash received by the Academy is reflected as “Cash and Cash Equivalents” 
on the statement of net position.  The Academy had no investments during the fiscal year ended June 30, 
2019. 
 
Prepaid Items ‐ The Academy records payments made to vendors for services that will benefit periods 
beyond June 30, 2019, as prepaid items using the consumption method. A current asset for the prepaid 
amount is recorded at the time of the purchase and an expense is reported in the year in which services 
are consumed. 
 
Capital Assets ‐ The Academy’s capital assets during the year ended June 30, 2019 consisted of computers 
and software, furniture, leasehold improvements, and other equipment.  All capital assets are capitalized 
at  cost  and  updated  for  additions  and  retirements  during  the  fiscal  year.   Donated  capital  assets  are 
recorded  at  their  acquisition  value  as  of  the  date  received.  The  Academy  maintains  a  capitalization 
threshold  of  one  thousand  five  hundred  dollars.   The  Academy  does  not  have  any  infrastructure. 
Improvements are capitalized. The costs of normal maintenance and repairs that do not add to the value 
of the asset or materially extend an asset’s life are not capitalized.   
 
All capital assets, except  for construction  in progress are depreciated.    Improvements are depreciated 
over the remaining useful lives of the related capital assets.  Depreciation is computed using the straight‐
line method over the estimated useful life of the asset. 
 

Furniture & Equipment 5-20 years

Leasehold Improvements 15 years
Computer & Software 5 years
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Net Position  ‐ Net position represents  the difference between assets, deferred outflows of  resources, 
liabilities, and deferred  inflows of  resources.   Net positions are reported as  restricted when  there are 
limitations imposed on their use either through the enabling legislation adopted by Academy or through 
external restrictions imposed by creditors, grantors, or laws or regulations of other governments.   The 
Academy  applies  restricted  resources  first  when  an  expense  is  incurred  for  purposes  for which  both 
restricted and unrestricted net position are available. As of  June 30, 2019,  there was no net position 
restricted by enabling legislation. Investment in capital assets of $44,802 represents capital assets minus 
accumulated depreciation. 
 
Operating Revenues and Expenses ‐ Operating revenues are those revenues that are generated directly 
from the primary activity of the Academy.  Operating expenses are necessary costs incurred to provide 
the  service  that  is  the  primary  activity  of  the Academy.    All  revenues  and  expenses  not meeting  this 
definition are reported as non‐operating. 
 
Deferred Inflows and Deferred Outflows of Resources ‐ In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of  resources  represent  a  consumption of  net  position  that  applies  to  a  future period  and will  not  be 
recognized  as  an  outflow  of  resources  (expense/expenditure)  until  then.    For  the  Academy,  deferred 
outflows of resources are reported on the statement of net position for pension and OPEB.  The deferred 
outflows of resources related to pension and OPEB plans are explained in Notes 10 and 11.  
  
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. For the Academy, deferred inflows of resources include 
pension and OPEB. These amounts are deferred and recognized as an inflow of resources in the period 
the amounts become available.   Deferred  inflows of  resources  related to pension and OPEB plans are 
reported on the statement of net position. (See Notes 10 and 11)  
 
Pensions/Other Postemployment Benefits  (OPEB)  ‐ For purposes of measuring  the net pension/OPEB 
asset/liability,  deferred  outflows  of  resources  and  deferred  inflows  of  resources  related  to 
pensions/OPEB,  and  pension/OPEB  expense,  information  about  the  fiduciary  net  position  of  the 
pension/OPEB plans and additions to/deductions from their fiduciary net position have been determined 
on the same basis as they are reported by the pension/OPEB plan.  For this purpose, benefit payments 
(including refunds of employee contributions) are recognized when due and payable in accordance with 
the benefit terms.  The pension/OPEB plans report investments at fair value. 
 
Estimates  ‐ The preparation of  financial  statements  in  conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from those estimates.  
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NOTE 3 ‐ CASH AND CASH EQUIVALENTS 
 
The Academy classifies deposits by category of risk as defined in GASB Statement No.3 “Deposits with 
Financial  Institutions,  Investments  (including  Repurchase  Agreements)  and  Reverse  Repurchase 
Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk Disclosures”. 
 
The Academy maintains its cash balances at Huntington Bank in Ohio. The balances are insured by the 
Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account. At June 30, 2019, 
the book amount of the Academy’s deposits was $108,364 and the bank balance was $112,315. At June 
30, 2019, none of the bank balance was exposed to custodial credit risk. 
 

NOTE 4 ‐ RECEIVABLES 
 
At June 30, 2019, the Academy had receivables in the amount of $39,808. These receivables represent 
monies due from Federal funds, as well as State funding adjustments that were not received as of June 
30, 2019.The receivables are expected to be collected within one year. 

 
NOTE 5 – CAPITAL ASSETS 
 
Capital asset activity for the period July 1, 2018 to June 30, 2019, was as follows: 
 

 

Balance Balance

06/30/18 Additions Deletions 06/30/19

Capital Assets:

Computers & Software 80,790$          ‐$                 ‐$               80,790$           

Furniture & Equipment 5,451               ‐                    ‐                 5,451                

Leasehold Improvements 40,658             ‐                    ‐                 40,658             

Total Capital Assets 126,899          ‐                    ‐                 126,899           

Less Accumulated Depreciation:

Computers & Software (50,957)           (14,893)           ‐                 (65,850)            

Furniture & Equipment (5,451)             ‐                    ‐                 (5,451)              

Leasehold Improvements (8,704)             (2,092)              ‐                 (10,796)            

Total Accumulated Depreciation (65,112)           (16,985)           ‐                 (82,097)            

Total Capital Assets, Net 61,787$          (16,985)$         ‐$               44,802$           
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NOTE 6 – ADVANCES PAYABLE 
 

In October 2013, the Academy entered into an agreement with Charter School Capital to borrow against 

its future foundation payments. The amount borrowed was $942,900.   Total principal payments made 

during fiscal year end were $930,000. Total interest paid was $49,030.  
 
A summary of short‐term obligations for the Academy at June 30, 2019, is as follows: 
 

 
 

 
 
 

NOTE 7 – LONG‐TERM OBLIGATIONS 
 
The changes in the Academy’s long‐term obligations during fiscal year 2019 were as follows: 
 

During the fiscal year ended June 30, 2015, the Academy negotiated with its new management company, 
Accel Schools, to reclassify certain related party accounts payable and long‐term obligations held by the 
former management company, Mosaica Education into a single note in the amount of $684,975. This is 
an interest only note with a balloon payment at the end of the term of fifteen years. Interest paid during 
2019 was $17,124. 
 
The entire unpaid principal balance, together with any accrued interest and any other unpaid charges or 
fees here under, shall be due and payable on June 30, 2020 unless after date is agreed to by the parties.  
Prepayment may occur without any penalties.  In the event any default or payment on this note is not 
made at the time and in the manner required, the Academy agrees to pay any and all costs and expenses 
which may be incurred by the lender in connection with the enforcement of any of its rights under this 
note  or  under  any  such  other  instrument,  including  court  costs  and  reasonable  attorney’s  fees.  In 
addition the Lender, at its option may increase the interest rate up to 5.00 percentage points over the 
current interest rate. Defaults are defined as failing to make timely payments, failure to comply with the 
management agreement, falsifying statements, and dissolution or insolvency. 
 
 
 
 

Balance 

6/30/2018 Additions Reductions

Balance 

6/30/2019

Charter School Capital 230,100$           942,900$           (930,000)$        243,000$          

Balance 
6/30/2018 Additions Reductions

Balance 
6/30/2019

Due within 
One Year

Post Employment Liability:
Net Pension Liability 1,934,429$   -$              (529,051)$      1,405,378$       -$             
Net OPEB Liability 396,853        -               (280,557)        116,296           -              

Total Post Employment Liability 2,331,282     -               (809,608)        1,521,674         -              

Direct Borrowing: -               -              
Accel Schools - Notes Payable 684,975        -               -                684,975           -              

Total Long-Term Obligations 3,016,257$   -$              (809,608)$      2,206,649$       -$             
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NOTE 7 – LONG‐TERM OBLIGATIONS (continued) 
 

2020 0$                      17,235$          

2021 0 17,235
2022 0 17,235
2023 0 17,235

2024 0 17,235
2025‐2029 0 86,175

2030 684,975 17,235

Total 684,975$         189,585$        

Principal Interest

Fiscal year ending 

June 30

Note payable ‐ Accel Schools

 
 
NOTE 8 – RISK MANAGEMENT 
 
The Academy is exposed to various risks of loss related to torts; theft of, damage to, and destruction of 
assets; errors and omissions; injuries to employees; and natural disasters.  During fiscal year 2019, the 
Academy  contracted with  Pashley  Insurance Agency  to  provide  insurance  coverage with  the Hartford 
Casualty Insurance Company.  
 

General Liability:
Each Occurrence 1,000,000$ 
Aggregate Limit 2,000,000   
Products - Completed Operations Aggregate Limit 2,000,000   
Medical Expense Limit - Any One Person/Occurrence 15,000        
Damage to Rented Premises - Each Occurrence 500,000      
Personal and Advertising Injury 1,000,000   

Automobile Liability:
Bodily Injury Limit 1,000,000   

Excess/Umbrella Liability:
Each Occurrence 8,000,000   

Aggregate Limit 8,000,000   

Excess/Umbrella Liability:

Building & BPP 8,896,500   

 
Settled claims have not exceeded this commercial coverage in the past three years, nor has there been 
reduction in insurance coverage throughout the year. 
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NOTE 9 – PURCHASED SERVICES 
 
For the period July 1, 2018 through June 30, 2019, purchased service expenses were as follows: 

 
Purchased Services Amount

Personnel Services 1,027,668$      
Professional Services 391,140           
Property Services 333,948

   Utilities 44,128
Travel & Meetings 3,806
Communications 29,945
Contractual Trade 139,502
Pupil Transportation 14,231

Total 1,984,368$      

 
The amounts above include negative pension/OPEB expense further explained in Notes 10 and 11.  
 

NOTE 10 – DEFINED BENEFIT PENSION PLANS 
   
Net Pension Liability 
 
The net pension liability reported on the statement of net position represents a liability to employees for 
pensions.  Pensions  are  a  component  of  exchange  transactions—between  an  employer  and  its 
employees—of salaries and benefits for employee services.  Pensions are provided to an employee—on a 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for pensions is a present obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long‐
term  variables,  including  estimated  average  life  expectancies,  earnings  on  investments,  cost  of  living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   

 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy  cannot  control  benefit  terms  or  the manner  in which  pensions  are  financed;  however,  the 
Academy  does  receive  the  benefit  of  employees’  services  in  exchange  for  compensation  including 
pension.  

 
GASB 68  assumes  the  liability  is  solely  the obligation of  the  employer,  because  (1)  they benefit  from 
employee  services;  and  (2)  State  statute  requires  all  funding  to  come  from  these  employers.    All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State  legislature.   Any resulting  legislative change to benefits or funding could 
significantly affect the net pension liability.  Resulting adjustments to the net pension liability would be  
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Net Pension Liability– continued 
 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net pension liability 
on  the  accrual  basis  of  accounting.    Any  liability  for  the  contractually‐required  pension  contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   

 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Plan  Description  –  Academy  non‐teaching  employees  participate  in  SERS,  a  statewide,  cost‐sharing 
multiple‐employer  defined  benefit  pension  plan  administered  by  SERS.    SERS  provides  retirement, 
disability and survivor benefits  to plan members and beneficiaries.   Authority  to establish and amend 
benefits  is provided by Ohio Revised Code Chapter 3309.   SERS issues a publicly available, stand‐alone 
financial  report  that  includes  financial  statements,  required  supplementary  information  and  detailed 
information about SERS’ fiduciary net position.  That report can be obtained by visiting the SERS website 
at www.ohsers.org under Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 
  

 
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the  Academy  is  required  to  contribute  14  percent  of  annual  covered  payroll.    The  contribution 
requirements  of  plan  members  and  employers  are  established  and  may  be  amended  by  the  SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent for 
employers.    The  Retirement  Board,  acting  with  the  advice  of  the  actuary,  allocates  the  employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B 
Fund, and Health Care Fund).  For the fiscal year ended June 30, 2019, the allocation to pension, death 
benefits, and Medicare B was 13.5 percent.  SERS allocated 0.5 percent of employer contributions to the 
Health Care Fund for fiscal year 2019. 
 
The Academy’s contractually required contribution to SERS was $12,542 for fiscal year 2019.  
 
 
 
 

Eligible to Retire before Eligible to Retire on or after

August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or

Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – Academy licensed teachers and other faculty members participate in STRS Ohio, a cost‐
sharing multiple‐employer  public  employee  retirement  system  administered  by  STRS.    STRS  provides 
retirement and disability benefits  to members and death and survivor benefits  to beneficiaries.    STRS 
issues  a  stand‐alone  financial  report  that  includes  financial  statements,  required  supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215‐3771, by calling (888) 227‐7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New  members  have  a  choice  of  three  retirement  plans;  a  Defined  Benefit  (DB)  Plan,  a  Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307. 
For the DB Plan, from August 1, 2015–July 1, 2017, any member could retire with reduced benefits who 
had (1) five years of service credit and age 60; (2) 26 years of service credit and age 55; or (3) 30 years of 
service  credit  regardless  of  age.  Effective  August  1,  2017–July  1,  2019,  any member may  retire with 
reduced benefits who has (1) five years of service credit and age 60; (2) 27 years of service credit and age 
55; or (3) 30 years of service credit regardless of age. Eligibility changes will continue to be phased in  
through August 1, 2026, when retirement eligibility for unreduced benefits will be five years of service 
credit and age 65, or 35 years of  service credit and at  least age 60. Retirement eligibility  for  reduced 
benefits will be five years of service credit and age 60, or 30 years of service credit regardless of age. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.    The  remaining 4.5 percent of  the 14 percent employer  rate  is  allocated  to  the defined 
benefit unfunded liability.  Effective July 1, 2017, employer contributions of 9.53 percent are placed in the 
investment accounts and the remaining 4.47 percent of the 14 percent employer rate is allocated to the 
defined benefit unfunded  liability. A member  is eligible  to  receive a  retirement benefit at age 50 and 
termination of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum 
withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
In the Combined Plan, member contributions are allocated among investment choices by the member, 
and employer contributions are used to fund a defined benefit payment. A member’s defined benefit is 
determined by multiplying one percent of the member’s final average salary by the member’s years of 
service credit. The defined benefit portion of the Combined Plan payment is payable to a member on or 
after age 60 with five years of service. The DC portion of the account may be taken as a  lump sum or 
converted to a lifetime monthly annuity at age 50 and termination of employment. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another  STRS plan.    The optional  annuitization of  a member’s defined  contribution account or  the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of  investment gain or  loss on the account.   STRS has therefore  included all three plan 
options as one defined benefit plan for GASB 68 reporting purposes. 
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Plan Description ‐ State Teachers Retirement System (STRS) – continued  
 
A DB or Combined Plan member with  five or more years of credited service who  is determined to be 
disabled  may  qualify  for  a  disability  benefit.    Eligible  survivors  of  members  who  die  before  service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance.  
 
Funding  Policy  –  Employer  and  member  contribution  rates  are  established  by  the  State  Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30,  2019,  plan members were  required  to  contribute  14  percent  of  their  annual  covered  salary.  The 
Academy was  required  to  contribute 14 percent;  the entire 14 percent was  the portion used  to  fund 
pension obligations.  The fiscal year 2019 contribution rates were equal to the statutory maximum rates. 
 
The Academy’s contractually required contribution to STRS was $117,821 for fiscal year 2019.   
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
 
The net pension liability was measured as of June 30, 2018, and the total pension liability used to calculate 
the  net  pension  liability  was  determined  by  an  independent  actuarial  valuation  as  of  that  date.  The 
Academy's employer allocation percentage of the net pension liability was based on the employer’s share 
of  employer  contributions  in  the  pension  plan  relative  to  the  total  employer  contributions  of  all 
participating  employers.  Following  is  information  related  to  the  proportionate  share  and  pension 
expense: 
 

 
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual  investment earnings, differences between expected and 
actual  actuarial  experience,  changes  in  assumptions  and  changes  in  the Academy’s  proportion of  the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense  over  current  and  future  periods.  The  difference  between  projected  and  actual  investment 
earnings is recognized in pension expense using a straight‐line method over a five‐year period beginning  

SERS STRS Total

Proportion of the Net Pension Liability

  Prior Measurement Date 0.00519900% 0.00683555%

Proportion of the Net Pension Liability

  Current Measurement Date 0.00416550% 0.00530665%

Change in Proportionate Share -0.00103350% -0.00152890%

Proportionate Share of the Net Pension

  Liability 238,565               1,166,813            1,405,378            

Pension Expense (20,788)                130,404               109,616               
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions – 
continued  
 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight‐line method. Employer 
contributions to the pension plan subsequent to the measurement date are also required to be reported 
as a deferred outflow of resources.  
 
At June 30, 2019 the Academy reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  

 

 
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 13,085                 26,931                 40,016                 

Changes of assumptions 5,386                   206,782               212,168               

Net difference between projected and

  actual earnings on pension plan investments -                       -                       -                       

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 15,235                 267,536               282,771               

Academy contributions subsequent to the 

  measurement date 12,542                 117,821               130,363               

Total Deferred Outflows of Resources 46,248                 619,070               665,318               

-                       -                       

Deferred Inflows of Resources

Differences between expected and

  actual experience -                       7,620                   7,620                   

Changes of assumptions -                       -                       -                       

Net difference between projected and

  actual earnings on pension plan investments 6,611                   70,755                 77,366                 

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 51,548                 490,705               542,253               

Total Deferred Inflows of Resources 58,159                 569,080               627,239               
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions – 
continued  
 
$130,363  reported  as  deferred  outflows  of  resources  related  to  pension  resulting  from  Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2020.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to pension will be recognized in pension expense as follows:  
 

 
Actuarial Assumptions ‐ SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67, 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment terminations).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits  for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and  the historical pattern of  sharing benefit  costs between  the employers and plan 
members  to  that point.  The projection of benefits  for  financial  reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long‐term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the  benefits,  if  any,  paid  to  the  employee  after  termination  of  employment  until  the  death  of  the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
 

SERS STRS Total

Fiscal Year Ending June 30:

2020 (14,111)                120,641                106,530               

2021 (486)                     21,303                  20,817                 

2022 (7,828)                  (137,706)               (145,534)              

2023 (2,028)                  (72,069)                 (74,097)                

-                       

-                                             -                       

Total (24,453)                (67,831)                 (92,284)                
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – SERS – continued  
 
Key  methods  and  assumptions  used  in  calculating  the  total  pension  liability  in  the  latest  actuarial 
valuation, prepared as of June 30, 2018, are presented below: 
 

 
 
For post‐retirement mortality, the table used in evaluating allowances to be paid is the RP‐2014 Blue Collar 
Mortality Table with fully generational projection and Scale BB, with 120 percent of male rates and 110 
percent of female rates used. The RP‐2000 Disabled Mortality Table with 90 percent for male rates and 
100 percent for female rates set back five years is used for the period after disability retirement.  
 
The  long‐term  return  expectation  for  the  Pension  Plan  Investments  has  been  determined  by  using  a 
building‐block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A  forecasted  rate  of  inflation  serves  as  the  baseline  for  the  return  expectation.    Various  real  return 
premiums over  the baseline  inflation  rate have been established  for  each asset  class.    The  long‐term 
expected nominal rate of return has been determined by calculating an arithmetic weighted average of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the expected return from rebalancing uncorrelated asset classes. The asset allocation, as used in the June 
30, 2015 five‐year experience study, is summarized as follows: 
 

 
 
Discount Rate Total pension liability was calculated using the discount rate of 7.50 percent. The projection 
of  cash  flows  used  to  determine  the  discount  rate  assumed  that  employers  would  contribute  the 
actuarially  determined  contribution  rate  of  projected  compensation  over  the  remaining  26‐year 
amortization  period  of  the  unfunded  actuarial  accrued  liability.  Projected  inflows  from  investment 
earnings were calculated using the long‐term assumed investment rate of return (7.50 percent). Based on 
those assumptions, the plan’s fiduciary net position was projected to be available to make all future  

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)
COLA or Ad Hoc COLA 2.50 percent, on and after April 1, 2018, COLA's for future retirees 

will be delayed for three years following commencement

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – SERS – continued  
 
benefit payments of current plan members. Therefore, the long‐term expected rate of return on pension 
plan investments was applied to all periods of projected benefits to determine the total pension liability.  
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the  following table presents  the Academy’s proportionate share of  the net pension  liability calculated 
using the discount rate of 7.50 percent, as well as what the Academy’s net pension liability would be if it 
were calculated using a discount rate that is one percentage point lower (6.50 percent), or one percentage 
point higher (8.50 percent) than the current rate. 
 

  
 
Actuarial Assumptions ‐ STRS 
 
The  total  pension  liability  in  the  July  1,  2018  actuarial  valuation was  determined  using  the  following 
actuarial assumptions, applied to all periods included in the measurement:  
 

 
 
Post‐retirement mortality rates are based on RP‐2014 Annuitant Mortality Table with 50 percent of rates 
through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 and 
84, and 100 percent of rates thereafter, projected forward generationally using mortality improvement 
scale MP‐2016; pre‐retirement mortality rates are based on RP‐2014 Employee Mortality Table, projected 
forward generationally using mortality improvement scale MP‐2016. 
 
The actuarial assumptions used in the July 1, 2018 valuation, were adopted by the board from the results 
of an actuarial experience study for July 1, 2011, through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 
 
 

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

Academy's proportionate share

  of the net pension liability $336,038 $238,565 $156,842

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Projected Payroll Growth 3.00 percent
Cost-of-Living Adjustments 0.00 percent
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – STRS – continued  
 

 
 
*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.  Over  a  30‐year  period,  STRS’  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2018. The projection of cash flows used to determine the discount rate assumes that employer and 
member contributions will be made at statutory contribution rates of 14 percent each. For this purpose, 
only  employer  contributions  that  are  intended  to  fund  benefits  of  current  plan  members  and  their 
beneficiaries are included. Based on those assumptions, STRS’ fiduciary net position was projected to be 
available to make all projected future benefit payments to current plan members as of June 30, 2018. 
Therefore, the long‐term expected rate of return on pension plan investments of 7.45 percent was applied 
to all periods of projected benefit payments to determine the total pension liability as of June 30, 2018. 
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the Academy's proportionate share of the net pension liability as of 
June 30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as 
what the Academy's proportionate share of the net pension liability would be if it were calculated using a 
discount  rate  that  is  one‐percentage‐point  lower  (6.45 percent)  or  one‐percentage‐point  higher  (8.45 
percent) than the current assumption:  

  
 
 

 
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share

  of the net pension liability $1,703,977 $1,166,813 $712,177
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS 
 
Net OPEB Asset/Liability 

 
The net OPEB asset/liability reported on the statement of net position represents an asset or liability to 
employees  for  OPEB.  OPEB  is  a  component  of  exchange  transactions‐–between  an  employer  and  its 
employees—of salaries and benefits for employee services.   OPEB are provided to an employee—on a 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services  each  financial  period.    The  obligation  to  sacrifice  resources  for  OPEB  is  a  present  obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net OPEB asset/liability represents the Academy’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service,  
net of each OPEB plan’s fiduciary net position.  The net OPEB asset/liability calculation is dependent on 
critical long‐term variables, including estimated average life expectancies, earnings on investments, cost 
of living adjustments and others.  While these estimates use the best information available, unknowable 
future events require adjusting these estimates annually.   

 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which OPEB are financed; however, the Academy 
does receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the asset/liability is solely that of the employer, because they benefit from employee 
services.   OPEB contributions come from these employers and health care plan enrollees, which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio Revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
to benefits or funding could significantly affect the net OPEB asset/liability. Resulting adjustments to the 
net OPEB asset/liability would be  effective when  the  changes  are  legally  enforceable.  The  retirement 
systems may allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net OPEB asset/ 
liability on the accrual basis of accounting.  Any liability for the contractually‐required OPEB contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   

 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Health Care Plan Description ‐ The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non‐certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a 
cost‐sharing  other  postemployment  benefit  (OPEB)  plan.    SERS’ Health Care  Plan provides  healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the  death  of  a  member  or  retiree,  are  eligible  for  SERS’  health  care  coverage.  Most  retirees  and 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self‐insured preferred provider 
organization for its non‐Medicare retiree population. For both groups, SERS offers a self‐insured  
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Plan Description ‐ School Employees Retirement System (SERS) – continued  
 
prescription drug program. Health care  is a benefit  that  is permitted, not mandated, by  statute.    The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any  
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the 
plan selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding  Policy  ‐  State  statute  permits  SERS  to  fund  the  health  care  benefits  through  employer 
contributions.    Each  year,  after  the  allocation  for  statutorily  required  pensions  and  benefits,  the 
Retirement Board may allocate  the  remainder of  the employer  contribution of 14 percent of  covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2019, 0.5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro‐rated if 
less than a full year of service credit was earned. For fiscal year 2019, this amount was $21,600. Statutes 
provide that no employer shall pay a health care surcharge greater than 2.0 percent of that employer’s 
SERS‐covered payroll; nor may SERS collect  in aggregate more than 1.5 percent of  the  total statewide 
SERS‐covered  payroll  for  the  health  care  surcharge.    For  fiscal  year  2019,  the  Academy’s  surcharge 
obligation was $242.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The Academy’s contractually required contribution to SERS was 
$707 for fiscal year 2019.     
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost‐sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part 
B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the 
report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227‐7877. 
 
Funding  Policy  –  Ohio  Revised  Code  Chapter  3307  authorizes  STRS  to  offer  the  Plan  and  gives  the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed 
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan  
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Plan Description ‐ State Teachers Retirement System (STRS) ‐ continued 
 
enrollees,  for  the most  recent  year,  pay  a  portion  of  the  health  care  costs  in  the  form of  a monthly 
premium.  Under Ohio law, funding for post‐employment health care may be deducted from employer 
contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2019, STRS did 
not allocate any employer contributions to post‐employment health care.   
 
OPEB Assets/Liabilities, OPEB Expense, and Deferred Outflows/Inflows of Resources Related to OPEB  
 
The net OPEB asset/liability was measured as of June 30, 2018, and the total OPEB asset/liability used to 
calculate  the  net  OPEB  asset/liability  was  determined  by  an  actuarial  valuation  as  of  that  date.  The 
Academy's proportion of the net OPEB asset/liability was based on the Academy's share of  
 
contributions  to  the  respective  retirement  systems  relative  to  the  contributions  of  all  participating 
entities.  Following is information related to the proportionate share and OPEB expense: 

 

 
At June 30, 2019, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  
 
 
 
 
 
 

This space intentionally left blank. 
 
 
 
 
 
 
 
 

SERS STRS Total

Proportion of the Net OPEB Liability

  Prior Measurement Date 0.00484980% 0.00683555%

Proportion of the Net OPEB Liability/asset

  Current Measurement Date 0.00419200% 0.00530665%

Change in Proportionate Share -0.00065780% -0.00152890%

Proportionate Share of the Net OPEB

  Liability/(asset) 116,296               (85,273)                31,023                 

OPEB Expense 2,365                   (205,447)              (203,082)              
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 

 
$707 reported as deferred outflows of resources related to OPEB resulting from Academy contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending  June 30, 2020.   Other amounts  reported as deferred outflows of  resources and deferred 
inflows of resources related to OPEB will be recognized in OPEB expense as follows:  
 
 
 
 
 
 
 
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 1,898$                 9,960$                 11,858$               

Changes of assumptions -                       -                       -                       

Net difference between projected and

  actual earnings on OPEB plan investments -                       -                       -                       

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 2,017                   -                       2,017                   

Academy contributions subsequent to the 

  measurement date 707                      -                       707                      

Total Deferred Outflows of Resources 4,622$                 9,960$                 14,582$               

-                       -                       

Deferred Inflows of Resources

Differences between expected and

  actual experience -$                     4,968$                 4,968$                 

Changes of assumptions 10,449                 116,190               126,639               

Net difference between projected and

  actual earnings on OPEB plan investments 175                      9,743                   9,918                   

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 16,176                 111,547               127,723               

Total Deferred Inflows of Resources 26,800$               242,448$             269,248$             
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 

 
 
Actuarial Assumptions ‐ SERS 
 
The  total  OPEB  liability  was  determined  by  an  actuarial  valuation  as  of  June  30,  2018.  The  actuarial 
assumptions used in the valuation are based on results from the most recent actuarial experience study, 
which covered the five‐year period ending June 30, 2015. The experience study report is dated April 2016. 
The total OPEB liability used the following assumptions and other inputs: 
 

 
 
Mortality rates were based on the RP‐2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of  female rates. RP‐2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The long‐term expected rate of return on plan factors are considered in evaluating the long‐term rate of 
return assumption including long‐term historical data, estimates inherent in current market data, and a 
long‐normal distribution analysis  in which best‐estimate ranges of expected future real rates of return 
were developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long‐term expected rate of return, 7.50 percent, by weighting the expected future real rates 
of return by the target asset allocation percentage and then adding expected inflation. The capital market  

SERS STRS Total

Fiscal Year Ending June 30:

2020 (6,097)                         (42,146)                       (48,243)                       

2021 (5,442)                         (42,146)                       (47,588)                       

2022 (3,375)                         (42,148)                       (45,523)                       

2023 (7,516)                         (58,098)                       (65,614)                       

2024 (322)                            (30,075)                       (30,397)                       

Thereafter (133)                            (17,875)                       (18,008)                       

Total (22,885)                       (232,488)                     (255,373)                     

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Municipal Bond Index Rate

Measurement Date 3.62 percent
Prior Measurement Date 3.56 percent

Single Equivalent Interest Rate
Measurement Date 3.70 percent, net of plan investment expense, including price inflation
Prior Measurement Date 3.63 percent, net of plan investment expense, including price inflation

Health Care Cost Trend Rate
Medicare 5.375 percent - 4.75 percent
Pre-Medicare 7.25 percent - 4.75 percent
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – SERS – continued  
 
assumptions developed by the investment consultant are intended for use over a 10‐year horizon and 
may not be useful in setting the long‐term rate of return for funding pension plans which covers a longer 
timeframe.  The assumption  is  intended  to be  a  long‐term assumption and  is  not  expected  to  change 
absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental 
change in the market that alters expected returns in future years. 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 
as used in the June 30, 2015 five‐year experience study, are summarized as follows: 
 

 
 

Discount  Rate  The  discount  rate  used  to measure  the  total  OPEB  liability  at  June  30,  2018 was  3.70 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2018 was 3.63 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be made 
from members and the System at the contribution rate of 2.00 percent of projected covered payroll each 
year, which includes a 1.50 percent payroll surcharge and 0.50 percent of contributions from the basic 
benefits  plan.  Based  on  these  assumptions,  the  OPEB  plan’s  fiduciary  net  position  was  projected  to 
become  insufficient  to  make  future  benefit  payments  during  the  fiscal  year  ending  June  30,  2026. 
Therefore,  the  long‐term expected  rate of  return on OPEB plan assets was used  to present  value  the 
projected  benefit  payments  through  the  fiscal  year  ending  June  30,  2025  and  the  Fidelity  General 
Obligation 20‐year Municipal Bond Index rate of 3.62 percent, as of June 30, 2018 (i.e., municipal bond 
rate), was used to present value the projected benefit payments for the remaining years in the projection. 
The total present value of projected benefit payments  from all  years was then used to determine the 
single rate of return that was used as the discount rate. The projection of future benefit payments for all 
current plan members was until the benefit payments ran out. 
 
Sensitivity of the Academy's Proportionate Share of the Net OPEB Liability to Changes in the Discount 
Rate and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in 
the discount rate and the health care cost trend rate. The following table presents the net OPEB liability 
and what the net OPEB liability would be if it were calculated using a discount rate that is one percentage 
point lower (2.70 percent) and higher (4.70 percent) than the current discount rate (3.70 percent). Also 
shown is what the net OPEB liability would be based on health care cost trend rates that  

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – SERS – continued  
 
are one percent lower (6.25 percent decreasing to 3.75 percent) and one percent higher (8.25 percent 
decreasing to 5.75 percent) than the current rate. 
  

  

 
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2018, actuarial valuation are presented below:   

 

 
 

Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 
For  healthy  retirees  the mortality  rates  are  based  on  the  RP‐2014 Annuitant Mortality  Table with  50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between 
ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality 
improvement scale MP‐2016. For disabled retirees, mortality rates are based on the RP‐2014 Disabled 
Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected forward 
generationally using mortality improvement scale MP‐2016. 
 
Actuarial  assumptions  used  in  the  June  30,  2018,  valuation  are  based  on  the  results  of  an  actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 
 
 

Current

1% Decrease Discount Rate 1% Increase

(2.70%) (3.70%) (4.70%)

Academy's proportionate share

  of the net OPEB liability $141,118 $116,296 $96,644

Current

1% Decrease Trend Rate 1% Increase

(6.25 % decreasing (7.25 % decreasing (8.25 % decreasing

to 3.75%) to 4.75%) to 5.75%)

Academy's proportionate share

  of the net OPEB liability $93,831 $116,296 $146,047

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Health Care Cost Trend Rates -5.23 percent to 9.62 percent, initial, 4.00 percent ultimate
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – STRS – continued  
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.    Over  a  30‐year  period,  STRS'  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total OPEB asset/liability was 7.45 percent as of 
June 30, 2018. The projection of cash flows used to determine the discount rate assumed STRS continues 
to allocate no employer contributions to the health care fund. Based on those assumptions, the OPEB 
plan’s fiduciary net position was projected to be available to make all projected future benefit payments 
to current plan members as of June 30, 2018. Therefore, the long‐term expected rate of return on health 
care  plan  investments  of  7.45  percent  was  applied  to  all  periods  of  projected  benefit  payments  to 
determine the total OPEB liability as of June 30, 2018.  
 
Sensitivity  of  the Academy’s  Proportionate  Share of  the Net OPEB Asset/Liability  to  Changes  in  the 
Discount and Health Care Cost Trend Rate The following table represents the net OPEB asset/liability as 
of June 30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as 
what the net OPEB asset/liability would be if it were calculated using a discount rate that is one percentage 
point lower (6.45 percent) or one percentage point higher (8.45 percent) than the current assumption. 
Also shown is the net OPEB liability as of June 30, 2018, calculated using health care cost trend rates that 
are one percentage point lower or one percentage point higher than the current health care cost trend 
rates. 
 
 
 
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – STRS – continued  
 

 

   
 
 

NOTE 12 ‐ CONTINGENCIES 
 
Grants ‐ The Academy received financial assistance from federal and state agencies in the form of grants.  
The disbursement of funds received under these programs generally requires compliance with terms and 
conditions  specified  in  the  grant  agreements  and  are  subject  to  audit  by  the  grantor  agencies.    Any 
disallowed claims resulting from such audits could become a liability of the Academy.  However, in the 
opinion of management, any such disallowed claims will not have a material adverse effect on the overall 
financial position of the Academy at June 30, 2019. 
 
Litigation ‐ There are currently no matters in litigation with the Academy as defendant. 
 
Full‐Time Equivalency ‐ School foundation funding is based on the annualized full‐time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for  Foundation  funding  purposes.   Community  schools  must  provide  documentation  that  clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  
 

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share

  of the net OPEB asset $73,086 $85,273 $95,514

Current

1% Decrease Trend Rate 1% Increase

Academy's proportionate share

  of the net OPEB asset $94,936 $85,273 $75,458
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NOTE 12 – CONTINGENCIES (continued) 
 
Full‐Time Equivalency – (continued) 
 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation  funding  due  to  a  lack  of  evidence  to  support  student  participation  and  other matters  of 
noncompliance. ODE did not perform such a review on the Academy for fiscal year 2019.   
 
As of the date of this report, all ODE adjustments have been completed. 
 
In addition, the School’s contract with their Sponsor and management company require payment based 
on revenues received from the State.  As discussed above, all ODE adjustments through fiscal year 2019 
have  been  completed.  A  reconciliation  between payments  previously made  and  FTE  adjustments  has 
taken place with these contracts.  
 

NOTE 13 – BUILDING LEASES 
 
The Academy entered into a 10‐year lease agreement in July 2011 to lease a building from Warren‐Elm 
Facilities, LLC, a wholly owned subsidiary of Mosaica Education, Inc. for the use of the building and grounds 
as a school facility.  In 2015, Accel Schools, LLC assumed the lease as part of its purchase of the assets of 
Mosaica Education, Inc. Accel Schools is a related party. The lease term ends on June 30, 2021. The initial 
annual base rent was $300,000 and has scheduled increases every two years based on the consumer price 
index. Under the  lease agreement,  the Academy is  responsible for payment of all utilities, repairs and 
maintenance and property taxes. The building approximates 59,000 square feet.  
 
Rent expense for the year ended June 30, 2019 was $254,798.  On July 1, 2017, the Academy signed a new 
lease with Global School Properties Ohio, LLC under which future base rent payments to the landlord will 
be calculated as 12.5% of State Aid (defined as the State base per pupil allocation for each student enrolled 
on an FTE basis) plus 100% of the Facility Funding received by the Academy from the State of Ohio.    

 
NOTE 14 ‐ SPONSOR 
 
The  Academy  operates  a  contract  with  its  sponsor,  Ohio  Department  of  Education  a  period  of  two 
academic years commencing July of 2015. At the end of fiscal year 2017, the Academy was renewed for 
an additional three‐year period. Effective July 1, 2019 the sponsor transferred its remaining contract for 
the Academy to St. Aloysius to take over sponsorship of the Academy. As part of this contract, the Sponsor 
is entitled to 3% of the total state foundation funds. Total amount due and paid for fiscal year 2019 was 
$51,678.  
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NOTE 15 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES 
 
The Academy entered into an agreement with Accel Schools, a management company, to provide legal, 
financial, and other management support services for fiscal year 2019. The agreement was for a period of 
five years beginning July 1, 2016 through July 1, 2021. Management fees are calculated as 12.5% of the 
Academy’s  State Revenue, plus $20,000  for managing  Federal  Funds.  The  total  amount  due  from  the 
Academy  for  the  fiscal  year  ending  June  30,  2019  was  $235,324  and  is  included  under  “Purchased 
Services” on the Statement of Revenues, Expenses and Changes in Net Position. 
 
Also, per the management agreement there are expenses that will be billed to the Academy based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of Accel employees working 
in at the Academy and other costs related to providing education and administrative services. The total 
amount billed to the Academy inclusive of management fees during fiscal year 2019 was $1,384,738. 
 
The following table is a summary of the management company expenses during fiscal year 2019: 
 

 
 
Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro‐rated based on 
full time equivalent (FTE) head count as of June 30, 2019 by each school it manages.  
 

NOTE 16 ‐ IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES  
 
For  the  fiscal  year  ended  June  30,  2019,  the  Academy  has  implemented  Governmental  Accounting 
Standards Board (GASB) Statement No. 83, Certain Asset Retirement Obligations and GASB Statement No. 
88, Certain Disclosures Related to Debt, including Direct Borrowings and Direct Placements. 
 
GASB Statement No. 83 establishes criteria for determining the timing and pattern of recognition of a 
liability  and  a  corresponding  deferred  outflow  of  resources  for  asset  retirement  obligations.  The 
implementation of GASB  Statement No.  83 did not have an effect  on  the  financial  statements of  the 
Academy. 
 
GASB Statement No. 88 establishes additional financial statement note disclosure requirements related 
to debt obligations of governments,  including direct borrowings and direct placements. These changes 
were incorporated in the School’s fiscal year 2019 financial statements; however, there was no effect on 
beginning net position. 

 Steam Academy of Warren 

 Regular Instruction
(1100 Function Codes) 

 Special Instruction
(1200 Function Codes) 

 Support Services
(2000 Function Codes) 

 Total 

                                1,100                                 1,200                                 2,000 
Direct Expenses: 
Salaries & Wages (100 Object Codes) 729,770                           74,211                             145,989                           949,970             
Employees’ Benefits (200 Object Codes) 141,878                           9,180                               16,710                             167,767             
Professional & Technical Services (410 Object Codes) 25,360                             25,360               
Supplies (510 Object Codes) 15,155                             6,633                               21,788               
Other Direct Costs (All Other Object Codes) 4,461                               4,461                 
Total Direct Expenses 886,802                           83,391                             199,153                           1,169,346          
  
Indirect Expenses:  
Overhead 179,288                           179,288             
  
Total Expenses 886,802                           83,391                             378,441                           1,348,634          
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NOTE 17 ‐ MANAGEMENT PLAN 
 
For fiscal year 2019, the Academy had a net position deficit of $(2,857,514) including the impact of the 
net  pension/OPEB  asset/liabilities  and  related  accruals.  The  Academy’s  net  deficit  in  fiscal  year  2019 
improved from the $(3,125,235) net deficit in fiscal 2018. Enrollment increased in fiscal year 2019 to 210, 
up  from  161  in  fiscal  year  2018.    The  Academy’s  ability  to  maintain  a  stable  administrative  and 
instructional team along with active advertising via print, radio, mailings and through referrals of current 
parents is anticipated to help produce the likelihood of future enrollment growth leading to surpluses and 
provide an opportunity for the academy to recover from its prior deficits. 
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See accompanying notes to the required supplementary information. 

2019 2018 2017 2016 2015 2014
Academy's Proportion of the Net Pension

Liability 0.0041655% 0.0051990% 0.0046319% 0.0064343% 0.006446% 0.006446%

Academy's Proportionate Share of the Net
Pension Liability 238,565$        310,629$        339,012$        367,147$        326,228$        383,323$        

Academy's Covered Payroll 151,696$        157,964$        190,971$        193,703$        189,206$        113,425$        

Academy's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 157.26% 196.65% 177.52% 189.54% 172.42% 337.95%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 71.36% 69.50% 62.98% 69.16% 71.70% 65.52%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net Pension Liability

School Employees Retirement System of Ohio
Last Six Fiscal Years (1)
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         See accompanying notes to the required supplementary information. 

2019 2018 2017 2016 2015 2014
Academy's Proportion of the Net Pension

Liability 0.00530665% 0.00683555% 0.00832938% 0.00648408% 0.00532022% 0.00532022%

Academy's Proportionate Share of the Net
Pension Liability 1,166,813$        1,623,800$        2,788,095$        1,792,010$        1,294,062$        1,541,478$        

Academy's Covered Payroll 603,279$          751,486$          726,857$          676,507$          585,392$          527,146$          

Academy's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 193.41% 216.08% 383.58% 264.89% 221.06% 292.42%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 77.31% 75.29% 66.80% 72.10% 74.70% 69.30%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net Pension Liability

State Teachers Retirement System of Ohio
Last Six Fiscal Years (1)
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2019 2018 2017 2016 2015 2014 2013 2012

Contractually Required Contribution 12,542$          20,479$          22,115$          26,736$          25,530$          26,224$          15,698$          11,346$          

Contributions in Relation to the 
Contractually Required Contribution (12,542)           (20,479)           (22,115)           (26,736)           (25,530)           (26,224)           (15,698)           (11,346)           

Contribution Deficiency (Excess) -                 -                 -                 -                 -                 -                 -                 -                 

Academy Covered Payroll 92,904$          151,696$        157,964$        190,971$        193,703$        189,206$        113,425$        84,357$          

Contributions as a Percentage of
Covered Payroll 13.50% 13.50% 14.00% 14.00% 13.18% 13.86% 13.84% 13.45%

(1) Information prior to 2012 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - Pension
School Employees Retirement System of Ohio

Last Eight Fiscal Years (1)
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2019 2018 2017 2016 2015 2014 2013 2012

Contractually Required Contribution 117,821$          84,459$            105,208$          101,760$          94,711$            76,101$            68,529$            65,730$            

Contributions in Relation to the 
Contractually Required Contribution (117,821)           (84,459)            (105,208)           (101,760)           (94,711)            (76,101)            (68,529)             (65,730)            

Contribution Deficiency (Excess) -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 

Academy Covered Payroll 841,579$          603,279$          751,486$          726,857$          676,507$          585,392$          527,146$          505,615$          

Contributions as a Percentage of
Covered Payroll 14.00% 14.00% 14.00% 14.00% 14.00% 13.00% 13.00% 13.00%

(1) Information prior to 2012 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - Pension

State Teachers Retirement System of Ohio
Last Eight Fiscal Years (1)
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2019 2018 2017
Academy's Proportion of the Net OPEB

Liability 0.0041920% 0.0048498% 0.0046987%

Academy's Proportionate Share of the Net
OPEB Liability 116,296$        130,155$        133,930$        

Academy's Covered Payroll 151,696$        157,964$        190,971$        

Academy's Proportionate Share of the Net
OPEB Liability as a Percentage
of its Covered Payroll 76.66% 82.40% 70.13%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability 13.57% 12.46% 11.49%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net OPEB Liability

School Employees Retirement System of Ohio
Last Three Fiscal Years (1)
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2019 2018 2017
Academy's Proportion of the Net OPEB

Liability/Asset 0.00530665% 0.00683555% 0.00832938%

Academy's Proportionate Share of the Net
OPEB Liability/(Asset) (85,273)$           266,698$          445,457$          

Academy's Covered Payroll 603,279$          751,486$          726,857$          

Academy's Proportionate Share of the Net
OPEB Liability/Asset as a Percentage
of its Covered Payroll -14.13% 35.49% 61.29%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability/Asset 176.00% 47.11% 37.30%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net OPEB Asset/Liability

State Teachers Retirement System of Ohio
Last Three Fiscal Years (1)
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2019 2018 2017 2016 2015 2014 2013 2012

Contractually Required Contribution (2) 707$              2,872$            3,153$            2,398$            1,588$       1,424$            887$              670$              

Contributions in Relation to the 
Contractually Required Contribution (707)               (2,872)            (3,153)            (2,398)            (1,588)        (1,424)            (887)               (670)               

Contribution Deficiency (Excess) -                 -                 -                 -                 -            -                 -                 -                 

Academy Covered Payroll 92,904$          151,696$        157,964$        190,971$        193,703$    189,206$        113,425$        84,357$          

OPEB Contributions as a Percentage of
Covered Payroll (2) 0.76% 1.89% 2.00% 1.26% 0.82% 0.75% 0.78% 0.79%

(1) Information prior to 2012 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

(2) Includes Surcharge

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - OPEB

School Employees Retirement System of Ohio
Last Eight Fiscal Years (1)
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2019 2018 2017 2016 2015 2014 2013 2012

Contractually Required Contribution -$                     -$                     -$                 -$                 -$                 5,854$              5,271$              5,056$              

Contributions in Relation to the 
Contractually Required Contribution -                      -                      -                  -                  -                  (5,854)              (5,271)              (5,056)              

Contribution Deficiency (Excess) -$                     -$                     -$                 -$                 -$                 -$                 -$                 -$                 

Academy Covered Payroll 841,579$              603,279$              751,486$          726,857$          676,507$          585,392$          527,146$          505,615$          

Contributions as a Percentage of
Covered Payroll 0.00% 0.00% 0.00% 0.00% 0.00% 1.00% 1.00% 1.00%

(1) Information prior to 2012 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - OPEB
State Teachers Retirement System of Ohio

Last Eight Fiscal Years (1)
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NOTE 1 ‐ NET PENSION LIABILITY 
 
Changes in Assumptions ‐ SERS 

 

For fiscal year 2017, the SERS Board adopted the following assumption changes: 

 Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent 

 Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent 

 Assumed real wage growth was reduced from 0.75 percent to 0.50 percent 

 Rates of withdrawal, retirement and disability were updated to reflect recent experience. 

 Mortality among active members was updated to RP‐2014 Blue Collar Mortality Table with fully 

generational projection and a five‐year age set‐back for both males and females. 

 Mortality among service retired members, and beneficiaries was updated to RP‐2014 Blue Collar 

Mortality Table with fully generational projection with Scale BB, 120 percent of male rates, and 

110 percent of female rates. 

 Mortality among disabled members was updated to RP‐2000 Disabled Mortality Table, 90 

percent for male rates and 100 percent for female rates, set back five years is used for the 

period after disability retirement.   

 

Changes in Benefit Terms ‐ SERS 

For fiscal year 2018, the cost‐of‐living adjustment was changed from a fixed 3.00 percent to a cost‐of‐
living adjustment  that  is  indexed  to CPI‐W not greater  than 2.50 percent with a  floor of  zero percent 
beginning January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has 
enacted a three‐year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the Retirement Board approved several changes to the actuarial assumptions in 2017. 
The  long  term  expected  rate  of  return was  reduced  from  7.75  percent  to  7.45  percent,  the  inflation 
assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered 
to 3.00 percent, and total salary increases rate was lowered by decreasing the merit component of the 
individual salary increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy 
and  disabled mortality  assumptions were  updated  to  the  RP‐2014 mortality  tables with  generational 
improvement  scale MP‐2016. Rates of  retirement,  termination and disability were modified  to better 
reflect anticipated future experience. 
 

Changes in Benefit Terms ‐ STRS 

 

For fiscal year 2018, the cost‐of‐living adjustment (COLA) was reduced to zero.  
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NOTE 2 ‐ NET OPEB LIABILITY 
 
Changes in Assumptions – SERS 
 
Amounts  reported  for  fiscal  year  2019  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 3.56 percent to 3.62 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased from 3.63 percent to 3.70 percent. The health care cost trend assumptions changed as follows:  
 
Pre‐Medicare 
   Fiscal year 2018   7.50 percent initially, decreasing to 4.00 percent 

Fiscal year 2019 7.25 percent initially, decreasing to 4.75 percent 
Medicare 
  Fiscal year 2018   5.50 percent initially, decreasing to 5.00 percent 

Fiscal year 2019 5.375 percent initially, decreasing to 4.75 percent 
 

Amounts  reported  for  fiscal  year  2018  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 2.92 percent to 3.56 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased from 2.98 percent to 3.63 percent. 
 
Changes in Benefit Terms ‐ SERS 

There have been no changes to the benefit provisions. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2019, the discount rate was increased from the blended rate of 4.13 percent to the long‐
term expected rate of return of 7.45 percent. Valuation year per capita health care costs were updated. 
Health care cost trend rates ranged from 6.00 percent to 11 percent initially and a 4.50 percent ultimate 
rate for fiscal year 2018 and changed for fiscal year 2019 to a range of  ‐5.20 percent to 9.60 percent, 
initially and a 4.00 ultimate rate. 
 
For fiscal year 2018, the blended discount rate was increased from 3.26 percent to 4.13 percent. Valuation 
year per capita health care costs were updated, and the salary scale was modified. The percentage of 
future retirees electing each option was updated based on current data and the percentage of  future 
disabled  retirees  and  terminated  vested  participants  electing  health  coverage  were  decreased.  The 
assumed  mortality,  disability,  retirement,  withdrawal  and  future  health  care  cost  trend  rates  were 
modified along with the portion of rebated prescription drug costs. 
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NOTE 2 ‐ NET OPEB LIABILITY (Continued) 
 
Changes in Benefit Terms – STRS 
 
For fiscal year 2019, the subsidy multiplier for non‐Medicare benefit recipients was increased from 1.9 
percent to 1.944 percent per year of service effective January 1, 2019. The non‐Medicare frozen subsidy 
base  premium  was  increased  effective  January  1,  2019  and  all  remaining Medicare  Part  B  premium 
reimbursements will be discontinued beginning January 1, 2020. 
 
For  fiscal  year 2018,  the  subsidy multiplier  for non‐Medicare benefit  recipients was  reduced  from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. This was subsequently extended, see above paragraph.  
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December 22, 2019 
 
To the Board of Directors 
STEAM Academy of Warren 
Trumbull County, Ohio 
261 Elm Road NE 
Warren, Ohio 44483 

 
 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the STEAM Academy of Warren, Trumbull 
County, Ohio (the “Academy”) as of and for the year ended June 30, 2019, and the related notes to the financial 
statements, which collectively comprise the Academy’s basic financial statements, and have issued our report 
thereon dated December 22, 2019, in which we the Academy has suffered recurring losses from operations and 
has a net position deficit of $2,857,514, including the net effect of net pension liability, net OPEB asset/liability 
and related accruals totaling $1,652,988, that raises substantial doubt about its ability to continue as a going 
concern.  
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the Academy's internal control 
over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of the Academy’s internal control. Accordingly, we do not express an 
opinion on the effectiveness of the Academy’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance.  
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STEAM Academy of Warren  
Independent Auditor’s Report on Internal Control over Financial Reporting  
   and on Compliance and Other Matters Based on an Audit of  
   Financial Statements Performed in Accordance with  

Government Auditing Standards 

Page 2 of 2 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified. 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Academy's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of 
our tests disclosed no instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 

 
 
 

 
Cambridge, Ohio 
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88 East Broad Street, Columbus, Ohio 43215 
Phone: 614-466-4514 or 800-282-0370 

www.ohioauditor.gov 

                                                             
 

STEAM ACADEMY OF WARREN 
 

                                                                    TRUMBULL COUNTY 
 
       

CLERK’S CERTIFICATION 
This is a true and correct copy of the report which is required to be filed in the Office of the 
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio. 

 
 
 
 
 
 

 
 

CLERK OF THE BUREAU 
 
CERTIFIED 
FEBRUARY, 4 2020 
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88 East Broad Street, Columbus, Ohio 43215 
Phone: 614-466-4514 or 800-282-0370 

www.ohioauditor.gov

 
 
 
Board of Education 
STEAM Academy of Warren 
261 Elm Road NE 
Warren, Ohio 44483 
 
 
We have reviewed the Independent Auditor’s Report of the STEAM Academy of Warren, 
Trumbull County, prepared by Rea & Associates, Inc., for the audit period July 1, 2017 through 
June 30, 2018.  Based upon this review, we have accepted these reports in lieu of the audit 
required by Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying 
financial statements and, accordingly, we are unable to express, and do not express an opinion on 
them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The STEAM Academy of Warren is responsible for 
compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
March 1, 2019  
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December 28, 2018

To the Board of Directors
STEAM Academy of Warren
Trumbull County, Ohio
261 Elm Road NE
Warren, Ohio 44483

INDEPENDENT AUDITOR'S REPORT

Report on the Financial Statements

We have audited the accompanying financial statements of the STEAM Academy of Warren, Trumbull 
County, Ohio, (the “Academy”) as of and for the year ended June 30, 2018, and the related notes to the 
financial statements, which collectively comprise the Academy’s basic financial statements as listed in the 
table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the Academy’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Academy’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion
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STEAM Academy of Warren 
Independent Auditor’s Report
Page 2 of 3

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Academy as of June 30, 2018, and the changes in its financial position and its 
cash flows for the year then ended in accordance with accounting principles generally accepted in the 
United States of America.

Emphasis of a Matter 

As described in Note 16 to the financial statements, the Academy restated the net position balance to 
account for the implementation of Governmental Accounting Standard Board (GASB) Statement No. 75, 
“Accounting and Financial reporting for Postemployment Benefits other than Pensions.” Our opinion is 
not modified with respect to this matter.

The accompanying financial statements have been prepared assuming the Academy will continue as a 
going concern. As disclosed in Note 17 to the financial statements, the Academy has previously suffered
recurring losses from operations and has a net position deficit of $3,125,235 that raises substantial doubt 
about its ability to continue as a going concern. This deficit net position includes the effect of the net 
pension liability, net OPEB liability and related accruals totaling $1,877,524. Note 17 describes 
management’s plan regarding these issues. The financial statements do not include any adjustments that 
might result from the outcome of this uncertainty. Our opinion is not modified with respect to this matter.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the Academy's Proportionate Share of the Net Pension Liability,
Schedule of the Academy’s Contributions-Pension, Schedule of the Academy’s Proportionate Share of the 
Net OPEB Liability, and the Schedule of the Academy’s Contributions - OPEB on pages 5–11, 47-48, 49-
50, 51-52, and 53-54, respectively, be presented to supplement the basic financial statements. Such 
information, although not a part of the basic financial statements, is required by the Governmental 
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the 
basic financial statements in an appropriate operational, economic, or historical context. We have applied 
certain limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion 
or provide any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 28, 
2018 on our consideration of the Academy’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness 
of the Academy’s internal control over financial reporting or on compliance. That report is an integral part 
of an audit performed in accordance with Government Auditing Standards in considering the Academy’s 
internal control over financial reporting and compliance.

Cambridge, Ohio

Attachment 26: Audited Financial Statements Page 5180



4

This page is intentionally left blank

Attachment 26: Audited Financial Statements Page 5181



STEAM ACADEMY OF WARREN - TRUMBULL COUNTY, OHIO 
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 5 

The discussion and analysis of the STEAM Academy of Warren’s (the “Academy”) financial performance 
provides an overall review of the Academy’s financial activities for the fiscal year ended June 30, 2018. 
The intent of this discussion and analysis is to look at the Academy’s financial performance as a whole. 
Readers should also review the financial statements and notes to the financial statements to enhance 
their understanding of the Academy’s financial performance.  
 
FINANCIAL HIGHLIGHTS 
 
Key highlights for fiscal year 2018 are as follows: 
 

• Net position increased $722,614. 
• Operating revenues accounted for $1,342,478 of the Academy’s total funding of $1,782,326. 
• Operating expenses accounted for $1,000,337 of the total expenses of $1,059,712. 
• The Academy implemented GASB 75, which reduced beginning net position as previously 

reported by $576,235.  
 

OVERVIEW OF THE FINANCIAL STATEMENTS 
 
The financial report consists of three parts; required supplemental information, the basic financial 
statements, and the notes to the financial statements. These statements are organized so the reader can 
understand the financial position of the Academy. Enterprise accounting uses a flow of economic 
resources measurement focus. With this measurement focus, all assets, deferred outflows of resources, 
all liabilities, and deferred inflows of resources are included on the statement of net position. The 
statement of net position answers the question of how well the Academy performed financially during 
2018. The statement of revenues, expenses, and changes in net position presents increases (e.g., 
revenues) and decreases (e.g., expenses) in net position.  The statement of cash flows reflects how the 
Academy finances and meets its cash flow needs.  Finally, the notes to the basic financial statements 
provide additional information that is essential to a full understanding of the data provided on the basic 
financial statements. 
 
FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE 
 
The Academy is not required to present government-wide financial statements as the Academy is engaged 
in only business-type activities.  Therefore, no condensed financial information derived from the 
governmental-wide financial statements is included in the discussion and analysis.    
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Table 1 provides a summary of Academy’s net position for 2018 and 2017: 

 
Table 1 

Statement of Net Position 

2018 Restated 2017

Assets:

  Current Assets:
    Cash and Cash Equivalents 37,918$            76,024$            

    Intergovernmental Receivable 35,137              77,879              

    Prepaid Expense 65,602              25,493              

      Total Current Assets 138,657            179,396            

Noncurrent Assets:
   Capital Assets, net of Accumulated Depreciation 61,787              78,772              

      Total Noncurrent Assets 61,787              78,772              

Total Assets 200,444            258,168            

Deferred Outflows of Resources 1,032,112         1,131,409         

Liabilities:

  Current Liabilities:
    Accounts Payable, Trade 34,840              38,371              

    Accounts Payable, Related Party 498,240            461,860            

    Accrued Expenses -                    49,416              

    Advances Payable 230,100            224,300            

      Total Current Liabilities 763,180            773,947            

Noncurrent Liabilities:

  Net Pension Liability 1,934,429         3,127,107         

  Net OPEB Liability 396,853            579,387            

  Noncurrent Portion of Long-term Debt 684,975            684,975            

    Total Noncurrent Liabilities 3,016,257         4,391,469         

        Total Liabilities 3,779,437         5,165,416         

Deferred Inflows of Resources 578,354            72,010              

Net Position

  Invested in Capital Assets 61,787              78,772              

  Unrestricted Net Position (3,187,022)        (3,926,621)        

     Total Net Position (3,125,235)$      (3,847,849)$      
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The net pension liability (NPL) is the largest single liability reported by the Academy at June 30, 2018   and 
is reported pursuant to GASB Statement 68, “Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27.”   For fiscal year 2018, the Academy adopted GASB Statement 75, 
“Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions,” which 
significantly revises accounting for costs and liabilities related to other postemployment benefits (OPEB).  
For reasons discussed below, many end users of this financial statement will gain a clearer understanding 
of the Academy’s actual financial condition by adding deferred inflows related to pension and OPEB, the 
net pension liability and the net OPEB liability to the reported net position and subtracting deferred 
outflows related to pension and OPEB. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OBEP liability.  GASB 68 and GASB 75 
take an earnings approach to pension and OPEB accounting; however, the nature of Ohio’s statewide 
pension/OPEB plans and state law governing those systems requires additional explanation in order to 
properly understand the information presented in these statements. 

 
GASB 68 and GASB 75 require the net pension liability and the net OPEB liability to equal the Academy’s 
proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 

GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, 
and the promise of a future pension and other postemployment benefits.  GASB noted that the unfunded 
portion of this promise is a present obligation of the government, part of a bargained-for benefit to the 
employee, and should accordingly be reported by the government as a liability since they received the 
benefit of the exchange.  However, the Academy is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement systems to provide healthcare to eligible benefit recipients.  The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a specific, 
legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the 
unfunded liability of the pension/OPEB plan as against the public employer.  State law operates to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the employment exchange with notice as to the law.  The retirement system is responsible for the 
administration of the pension and OPEB plans.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability.  As explained above, changes in benefits, 
contribution rates, and return on investments affect the balance of these liabilities, but are outside the 
control of the local government.  In the event that contributions, investment returns, and other changes 
are insufficient to keep up with required payments, State statute does not assign/identify the responsible 
party for the unfunded portion.  Due to the unique nature of how the net pension liability and the net 
OPEB liability are satisfied, these liabilities are separately identified within the long-term liability section 
of the statement of net position. 
 
In accordance with GASB 68 and GASB 75, the Academy’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB liability, respectively, not accounted for as 
deferred inflows/outflows.  
 
As a result of implementing GASB 75, the Academy is reporting a net OPEB liability and deferred 
inflows/outflows of resources related to OPEB on the accrual basis of accounting.  This implementation 
also had the effect of restating net position at June 30, 2017, from ($3,271,614) to ($3,847,849). 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Statement of Revenues, Expenses and Change in Net Position - Table 2 shows the change in Net Position 
for fiscal years 2018 and 2017 as well as a listing of revenues and expenses.   This change in Net Position 
is important because it tells the reader that, for the Academy as a whole, the financial position of the 
Academy has improved or diminished. The cause of this may be the result of many factors, some financial, 
some not.  Non-financial factors include the current laws in Ohio restricting revenue growth, facility 
conditions, required educational programs and other factors. 
 

 
Table 2 

Statement of Revenues, Expenses, and Changes in Net Position 
2018 2017

Operating Revenues:

  State Aid 1,342,383$         1,529,130$          

  Miscellaneous 95                       -                       

     Total Operating Revenues 1,342,478           1,529,130            

Operating Expenses:

  Purchased Services 919,917              2,488,428            

  Depreciation 16,985                16,985                 

  General Supplies 30,731                56,080                 

  Other Operating Expenses 32,704                8,321                   

    Total Operating Expenses 1,000,337           2,569,814            

      Operating Income (Loss) 342,141               (1,040,684)           

Nonoperating Revenues and Expenses:

  Federal and State Restricted Grants 439,848              668,487               

  Debt Forgiveness -                      88,812                 

  Interest Expense (59,375)               (56,468)                

    Net Nonoperating Revenues and Expenses 380,473              700,831               

Change in Net Position 722,614$            (339,853)$            

 
Decreases in Purchased Services were due mainly to implementation of GASB 68/75.  State Aid and 
Federal and State Restricted Grants revenues decreased due to declined enrollment. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The information necessary to restate the 2017 beginning balances and the 2017 OPEB expense amounts 
for the effects of the initial implementation of GASB 75 is not available.  Therefore, 2017 functional 
expenses still include OPEB expense of $3,152 computed under GASB 45.  GASB 45 required recognizing 
pension expense equal to the contractually required contributions to the plan. Under GASB 75, OPEB 
expense represents additional amounts earned, adjusted by deferred inflows/outflows. The contractually 
required contribution is no longer a component of OPEB expense. Under GASB 75, the 2018 statements 
report negative OPEB expense of $83,884.  Consequently, in order to compare 2018 total program 
expenses to 2017, the following adjustments are needed: 
 

Total 2018 program expenses under GASB 75 1,000,337$    

Negative OPEB expense under GASB 75 83,884            
2018 contractually required contribution 2,872              

Adjusted 2018 program expenses 1,087,093      

Total 2017 program expenses under GASB 45 2,569,814      

Decrease in program expenses not related to OPEB 1,482,721$    

 
CAPITAL ASSETS 
 

At the end of fiscal year 2018, the Academy had $61,787 invested in capital assets (net of accumulated 
depreciation) for computers, furniture and equipment, and leasehold improvements. The following table 
shows fiscal year 2018 compared to 2017:    
   

 

2018 2017 Change

Computers $29,833 $44,726 ($14,893)

Leasehold Improvements 31,954              34,046              (2,092)               

Total Capital Assets - net $61,787 $78,772 ($16,985)

Capital Assets at June 30 (Net of Depreciation)

 
For further information regarding the Academy’s capital assets, refer to Note 5 of the basic financial 
statements.   
 
DEBT 
 
At June 30, 2018, the Academy had $230,100 in advances outstanding through Charter School Capital.  
 
The Academy also signed a note payable with Accel Schools, the Academy’s management company in July 
2015 in the amount of $684,975. No principal payments were made for the year ended June 30, 2018. 
 
For further information regarding the Academy’s debt, refer to Note 6 and Note 7 to the basic financial 
statements. 
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OPERATIONS 
 
The Academy is a public school established pursuant to Ohio Revised Code Chapter 3314. The Academy 
offers education for Ohio children in kindergarten through eighth grade. The Academy is independent of 
any school district and is nonsectarian in its programs, admission policies, employment practices, and all 
other operations. The Academy may lease or acquire facilities as needed and contract for any services 
necessary for the operation of the Academy.    
 
REQUESTS FOR INFORMATION 
 
This financial report is designed to provide our citizens, taxpayers, investors and creditors with a general 
overview of the Academy’s finances and to show the Academy’s accountability for the money it receives.  
If you have any questions concerning this report, please contact the Academy’s Fiscal Officer, C. David 
Massa, CPA of Massa Financial Solutions, LLC, 261 Elm Road, NE, Warren, Ohio 44483. 
 

Attachment 26: Audited Financial Statements Page 5188



12 
 

STEAM ACADEMY OF WARREN- TRUMBULL COUNTY, OHIO 
  

Statement of Net Position 
June 30, 2018 

Assets:
Current Assets:
    Cash and Cash Equivalents 37,918$            
    Intergovernmental Receivable 35,137
    Prepaid Expense 65,602
      Total Current Assets 138,657

Noncurrent Assets:
  Capital Assets, net of Accumulated Depreciation 61,787

61,787

Total Assets 200,444            

Deferred Outflows of Resources:
    Pension 1,010,683
    OPEB 21,429              
Deferred Outflows of Resources 1,032,112         

Liabilities:
Current Liabilities:
    Accounts Payable, Trade 34,840              
    Accounts Payable, Related Party 498,240            
    Advances Payable 230,100            
       Total Current Liabilities 763,180            

Noncurrent Liabilities:
  Net Pension Liability 1,934,429
  Net OPEB Liability 396,853
  Noncurrent Portion of Long-term Debt 684,975
    Total Noncurrent Liabilities 3,016,257

       Total Liabilities 3,779,437

Deferred Inflows of Resources:
    Pension 464,300
    OPEB 114,054            
Deferred Inflows of Resources 578,354            

Net Position:
  Invested in Capital Assets 61,787
  Unrestricted Net Position (3,187,022)
  Total Net Position (3,125,235)$     

See Accompanying Notes to the Basic Financial Statements  
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STEAM ACADEMY OF WARREN- TRUMBULL COUNTY, OHIO 

  
Statement of Revenues, 

Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2018 

 
Operating Revenues:
  State Aid 1,342,383$       
  Miscellaneous 95
    Total Operating Revenues 1,342,478

Operating Expenses:
  Purchased Services 919,917
  Depreciation 16,985
  Supplies 30,731
  Other Operating Expenses 32,704
    Total Operating Expenses 1,000,337

      Operating Income 342,141

Non-Operating Revenues and (Expenses):
  Federal and State Restricted Grants 439,848
  Interest Expense (59,375)             
    Net Non-operating Revenues and (Expenses) 380,473

Change in Net Position 722,614            

Net Position Beginning of Year, Restated (3,847,849)        
Net Position End of Year (3,125,235)$     

See Accompanying Notes to the Basic Financial Statements  
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STEAM ACADEMY OF WARREN - TRUMBULL COUNTY, OHIO 

  
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2018 
 

CASH FLOWS FROM OPERATING ACTIVITIES
State Aid Receipts 1,342,522$             
Other Operating Receipts 95                             
Cash Payments to Suppliers for Goods and Services (1,809,599)              

Net Cash Used For Operating Activities (466,982)                 

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Charter School Capital Proceeds 837,575                  
Charter School Capital Payments (831,775)                 
Charter School Capital Program Fees (42,251)                   
Note Payable Interest Payments (17,124)                   
Federal and State Grant Receipts 482,451                  

Net Cash Provided By Noncapital Financing Activities 428,876                  

Net Decrease in Cash and Cash Equivalents (38,106)                   

Cash and Cash Equivalents - Beginning of the Year 76,024                     
Cash and Cash Equivalents - Ending of the Year 37,918$                  

See Accompanying Notes to the Basic Financial Statements

 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 

(Continued) 
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STEAM ACADEMY OF WARREN - TRUMBULL COUNTY, OHIO  

 
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2018 
(Continued) 

 

Reconciliation of Operating Income to Net Cash Used For Operating Activities
Operating Income 342,141$                

Adjustments to Reconcile Operating Income to Net Cash Used For Operating Activities

Depreciation 16,985                     

Changes in Assets, Liabil ities, and Deferred Inflows and Outflows:
(Increase)/ Decrease in Receivables 139                          
(Increase)/ Decrease in Deferred Outflows 99,297                     
Increase/ (Decrease) in Deferred Inflows 506,344                  
Increase/ (Decrease) in Net Pension/OPEB Liabil ity (1,375,212)              
(Increase)/ Decrease in Prepaid Expense (40,109)                   
Increase/ (Decrease) in Accounts Payable, Trade (3,531)                      
Increase/ (Decrease) in Accounts Payable, Related Party 36,380                     
Increase/ (Decrease) in Accrued Expense (49,416)                   

Net Cash Used For Operating Activities (466,982)$               

See Accompanying Notes to the Basic Financial Statements  
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NOTE 1 – DESCRIPTION OF ACADEMY 
 
The STEAM Academy of Warren (the “Academy”) is a nonprofit corporation established pursuant to Ohio 
Revised Code Chapter 3314. The Academy offers education for Ohio children in kindergarten through 
eighth grade. The Academy is independent of any school district and is nonsectarian in its programs, 
admission policies, employment practices, and all other operations. The Academy may lease or acquire 
facilities as needed and contract for any services necessary for the operation of the Academy. 
 
The Academy was initially approved for operation for a period of five academic years commencing after 
July 1, 2011 through the Portage County Educational Service Center.  In July 2015, due to the closure of 
the Sponsor, the Academy was subsequently sponsored by the Ohio Department of Education for a two-
year term ending June 30, 2017 and then for an additional three-year period ending June 30, 2020. The 
Sponsor is responsible for evaluating the performance of the Academy and has the authority to deny 
renewal of the contract at its expiration or terminate the contract prior to its expiration.  
 
The Academy operates under the direction of a Governing Board that consists of not less than five 
individuals who are not owners or employees, or immediate relatives or owners or employees of any for-
profit firm that operate or manage the Academy for the Governing Board. The Board is responsible for 
carrying out the provisions of the contract that include, but are not limited to, state-mandated provisions 
regarding student population, curriculum, academic goals, performance standards, admission standards, 
and qualifications of teachers.   
 
The Academy contracts with Accel Schools for management services including management of personnel 
and human resources, the program of instruction, technology, marketing, data management, purchasing, 
strategic planning, public relations, financial reporting, recruiting, compliance issues, budgets, contracts, 
and equipment and facilities.  
 
NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The financial statements of the Academy have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards 
Board (GASB) is the accepted standard-setting body for establishing governmental accounting and 
financial reporting principles. The more significant of the Academy’s accounting policies are described 
below. 
 
Basis of Presentation - The Academy’s basic financial statements consist of a statement of net position; a 
statement of revenues, expenses, and changes in net position; and a statement of cash flows. The 
Academy uses a single enterprise presentation for its financial records.  Enterprise reporting focuses on 
the determination of operating income, changes in net position, financial position, and cash flows.   
 
Measurement Focus - The enterprise activity is accounted for using a flow of economic resources 
measurement focus. All assets, deferred outflows of resources, liabilities, and deferred inflows of 
resources associated with the operation of the Academy are included on the statement of net position. 
The statement of revenues, expenses, and changes in net position presents increases (e.g. revenues) and 
decreases (e.g. expenses) in net position.  The statement of cash flows reflects how the Academy finances 
meet its cash flow needs.  
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Basis of Accounting - Basis of accounting determines when transactions are recorded in the financial 
records and reported on the financial statements.  The Academy’s financial statements are prepared using 
the accrual basis of accounting. Revenue resulting from exchange transactions, in which each party gives 
and receives essentially equal value, is recorded on the accrual basis when the exchange takes place. 
Revenue resulting from nonexchange transactions, in which Academy receives value without directly 
giving equal value in return, such as grants and entitlements, are recognized in the period in which all 
eligibility requirements have been satisfied. Eligibility requirements include timing requirements, which 
specify the period when the resources are required to be used or the period when use is first permitted, 
matching requirements, in which the Academy must provide local resources to be used for a specified 
purpose, and expenditure requirements, in which the resources are provided to the Academy on a 
reimbursement basis.  Expenses are recognized at the time they are incurred. 
  
Budgetary Process - Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C).  However, unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter 5705, unless specifically provided in the contract between the Academy and its Sponsor. The 
contract between the Academy and its Sponsor does not require the Academy to follow the provisions 
Ohio Revised Code Chapter 5705; therefore, no budgetary information is presented in the basic financial 
statements. 
 
Cash and Cash Equivalents - Cash received by the Academy is reflected as “Cash and Cash Equivalents” 
on the statement of net position.  The Academy had no investments during the fiscal year ended June 30, 
2018. 
 
Prepaid Items - The Academy records payments made to vendors for services that will benefit periods 
beyond June 30, 2018, as prepaid items using the consumption method. A current asset for the prepaid 
amount is recorded at the time of the purchase and an expense is reported in the year in which services 
are consumed. 
 
Capital Assets - The Academy’s capital assets during the year ended June 30, 2018 consisted of computers, 
furniture, leasehold improvements, and other equipment.  All capital assets are capitalized at cost and 
updated for additions and retirements during the fiscal year.  Donated capital assets are recorded at their 
acquisition value as of the date received. The Academy maintains a capitalization threshold of one 
thousand five hundred dollars.  The Academy does not have any infrastructure. Improvements are 
capitalized. The costs of normal maintenance and repairs that do not add to the value of the asset or 
materially extend an asset’s life are not capitalized.   
 
All capital assets, except for construction in progress are depreciated.  Improvements are depreciated 
over the remaining useful lives of the related capital assets.  Depreciation is computed using the straight-
line method over the estimated useful life of the asset. 
 

Furniture & Equipment 5-20 years

Leasehold Improvements 15 years

Computer & Software 5 years
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Net Position - Net position represents the difference between assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources.  Net positions are reported as restricted when there are 
limitations imposed on their use either through the enabling legislation adopted by Academy or through 
external restrictions imposed by creditors, grantors, or laws or regulations of other governments.  The 
Academy applies restricted resources first when an expense is incurred for purposes for which both 
restricted and unrestricted net position are available. As of June 30, 2018, there was no net position 
restricted by enabling legislation. Net invested in capital assets of $61,787 represents capital assets minus 
accumulated depreciation. 
 
Operating Revenues and Expenses - Operating revenues are those revenues that are generated directly 
from the primary activity of the Academy.  Operating expenses are necessary costs incurred to provide 
the service that is the primary activity of the Academy.  All revenues and expenses not meeting this 
definition are reported as non-operating. 
 
Deferred Inflows and Deferred Outflows of Resources - In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of resources represent a consumption of net position that applies to a future period and will not be 
recognized as an outflow of resources (expense/expenditure) until then.  For the Academy, deferred 
outflows of resources are reported on the statement of net position for pension and OPEB.  The deferred 
outflows of resources related to pension and OPEB plans are explained in Notes 10 an 11.  
  
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. For the Academy, deferred inflows of resources include 
pension and OPEB. These amounts are deferred and recognized as an inflow of resources in the period 
the amounts become available.  Deferred inflows of resources related to pension and OPEB plans are 
reported on the statement of net position. (See Notes 10 and 11)  
 
Pensions/Other Postemployment Benefits (OPEB) - For purposes of measuring the net pension/OPEB 
liability, deferred outflows of resources and deferred inflows of resources related to pensions/OPEB, and 
pension/OPEB expense, information about the fiduciary net position of the pension/OPEB plans and 
additions to/deductions from their fiduciary net positon have been determined on the same basis as they 
are reported by the pension/OPEB plan.  For this purpose, benefit payments (including refunds of 
employee contributions) are recognized when due and payable in accordance with the benefit terms.  The 
pension/OPEB plans report investments at fair value. 
 
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from those estimates.  
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NOTE 3 - CASH AND CASH EQUIVALENTS 
 
The Academy classifies deposits by category of risk as defined in GASB Statement No.3 “Deposits with 
Financial Institutions, Investments (including Repurchase Agreements) and Reverse Repurchase 
Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk Disclosures”. 
 
The Academy maintains its cash balances at Huntington Bank in Ohio. The balances are insured by the 
Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account. At June 30, 2018, 
the book amount of the Academy’s deposits was $37,918 and the bank balance was $77,947. 
 
NOTE 4 - RECEIVABLES 
 
At June 30, 2018, the Academy had receivables in the amount of $35,137. These receivables represent 
monies due from Title I, Title IIA, and IDEA funds was not received as of June 30, 2018.The receivables are 
expected to be collected within one year. 
 
NOTE 5 – CAPITAL ASSETS 
 
Capital asset activity for the period July 1, 2017 to June 30, 2018, was as follows: 

 
 

Balance Balance

06/30/17 Additions Deletions 06/30/18

Capital Assets:

Computers & Software 80,790$        -$                 -$               80,790$         

Furniture & Equipment 5,451           -                  -                5,451            

Leasehold Improvements 40,658         -                  -                40,658           

Total Capital Assets 126,899        -                  -                126,899         

Less Accumulated Depreciation:

Computers & Software (36,064)        (14,893)         -                (50,957)          

Furniture & Equipment (5,451)          -                  -                (5,451)           

Leasehold Improvements (6,612)          (2,092)          -                (8,704)           

Total Accumulated Depreciation (48,127)        (16,985)         -                (65,112)          

Total Capital Assets, Net 78,772$        (16,985)$       -$               61,787$         
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NOTE 6 – ADVANCES PAYABLE 
 
In October 2013, the Academy entered into an agreement with Charter School Capital to borrow against 
its future foundation payments. The amount borrowed was $837,575.  Total principal payments made 
during fiscal year end were $831,775. Total interest paid was $42,251.  
 
A summary of short-term obligations for the Academy at June 30, 2018, is as follows: 
 

 
 
 
 
 

NOTE 7 – LONG-TERM OBLIGATIONS 
 
The changes in the Academy’s long-term obligations during fiscal year 2018 were as follows: 

During the fiscal year ended June 30, 2015, the Academy negotiated with its new management company, 
Accel Schools, to reclassify certain related party accounts payable and long-term obligations held by the 
former management company, Mosaica Education into a single note in the amount of $684,975. This is 
an interest only note with a balloon payment at the end of the term of fifteen years. Under this agreement, 
Accel forgave $500,000 worth of related party accounts payable and long-term obligations including the 
$39,000 balance previously due on a promissory note to Mosaica during the year ended June 30, 2015.  
Interest paid during 2018 was $17,124. 
 

   
Note Payable - Accel Schools 
  

    Principal Interest  

 2019            $        -    $ 17,235  

 2020                      -      17,235  

 2021                      -                                  17,235  

 2022                      -        17,235  

 2023                      -         17,235  

  2024-2028                      -        85,622  

 2029-2030                684,975     34,470  

 Total            $    684,975  $206,267   

Balance 

6/30/2017 Additions Reductions

Balance 

6/30/2018

Charter School Capital 224,300$        837,575$        (831,775)$      230,100$        

Restated 

Balance 

6/30/2017 Additions Reductions

Balance 

6/30/2018

Due within 

One Year

Post Employment Liability:

Net Pension Liability 3,127,107$   -$              (1,192,678)$    1,934,429$       -$             

Net OPEB Liability 579,387        -               (182,534)        396,853           -              

Total Post Employment Liability 3,706,494     -               (1,375,212)     2,331,282         -              

Accel Schools - Notes Payable 684,975        -               -                684,975           -              

Total Long-Term Obligations 4,391,469$   -$              (1,375,212)$    3,016,257$       -$             
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NOTE 8 – RISK MANAGEMENT 
 
The Academy is exposed to various risks of loss related to torts; theft of, damage to, and destruction of 
assets; errors and omissions; injuries to employees; and natural disasters.  During fiscal year 2018, the 
Academy contracted with Pashley Insurance Agency to provide insurance coverage with the Hartford 
Casualty Insurance Company.  
 

General Liability:

Each Occurrence 1,000,000$  

Aggregate Limit 2,000,000    

Products - Completed Operations Aggregate Limit 2,000,000    

Medical Expense Limit - Any One Person/Occurrence 15,000         

Damage to Rented Premises - Each Occurrence 500,000       

Personal and Advertising Injury 1,000,000    

Automobile Liability:

Bodily Injury Limit 1,000,000    

Excess/Umbrella Liability:

Each Occurrence 8,000,000    

Aggregate Limit 8,000,000    

Excess/Umbrella Liability:

Building & BPP 8,896,500    

 
Settled claims have not exceeded this commercial coverage in the past three years, nor has there been 
reduction in insurance coverage throughout the year. 
 
NOTE 9 – PURCHASED SERVICES 
 
For the period July 1, 2017 through June 30, 2018, purchased service expenses were as follows: 

 
Purchased Services Amount

Personnel Services $205,464

Professional Services 284,615

Property Services 250,574

   Utilities 37,908

Travel & Meetings 2,222

Communications 26,077

Contractual Trade 97,859

Pupil Transportation 15,198

Total $919,917

 
 
The amounts above include negative pension/OPEB expense further explained in Notes 10 and 11. 
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NOTE 10 – DEFINED BENEFIT PENSION PLANS 
  
Net Pension Liability - The net pension liability reported on the Statement of Net Position represents a 
liability to employees for pensions. Pensions are a component of exchange transactions-–between an 
employer and its employees—of salaries and benefits for employee services.  Pensions are provided to an 
employee—on a deferred-payment basis—as part of the total compensation package offered by an 
employer for employee services each financial period.  The obligation to sacrifice resources for pensions 
is a present obligation because it was created as a result of employment exchanges that already have 
occurred. 
 
The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   
 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which pensions are financed; however, the 
Academy does receive the benefit of employees’ services in exchange for compensation including 
pension.  
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State legislature.  Any resulting legislative change to benefits or funding could 
significantly affect the net pension liability.   Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability 
on the accrual basis of accounting.  Any liability for the contractually-required pension contribution 
outstanding at the end of the year is included in accounts payable on the accrual basis of accounting.   
 
Plan Description - School Employees Retirement System (SERS) 
 
Plan Description –Academy non-teaching employees participate in SERS, a cost-sharing, multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability, and 
survivor benefits, annual cost-of-living adjustments, and death benefits to plan members and 
beneficiaries.   
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NOTE 10 – DEFINED BENEFIT PENSION PLANS – (continued) 
 
Plan Description - School Employees Retirement System (SERS) – (continued) 
 
Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  SERS issues a 
publicly available, stand-alone financial report that includes financial statements, required supplementary 
information, and detailed information about SERS’ fiduciary net position.  That report can be obtained by 
visiting the SERS website at www.ohsers.org under Employers/Audit Resources.  
 

Age and service requirements for retirement are as follows: 
 

Eligible to Eligible to
Retire on or before Retire on or after
August 1, 2017 * August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 65 with 5 years of service credit Age 57 with 30 years of service credit

Actuarially Reduced Benefits Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Age 55 with 25 years of service credit Age 60 with 25 years of service credit

* Members with 25 years of service credit as of August 1, 2017, will be included in this plan.  
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on years of service; 2.2 percent for the first thirty years of service and 2.5 percent for years 
of service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
When a benefit recipient has received benefits for 12 months, an annual COLA is provided. This COLA is 
calculated on the base retirement benefit at the date of retirement and is not compounded. For those 
retiring prior to January 7, 2013, the COLA will continue to be a three percent simple annual COLA. For 
those retiring after January 7, 2013, beginning in calendar year 2019, the COLA will be based on the 
average percentage increase in the Consumer Price Index, capped at three percent. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the Academy is required to contribute 14 percent of annual covered payroll. The contribution 
requirements of plan members and employers are established and may be amended by the SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent for 
employers.  The Retirement Board, acting with the advice of the actuary, allocates the employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B 
Fund, and Health Care Fund).  For the fiscal year ended June 30, 2018, the allocation to pension, death 
benefits, and Medicare B was 14.00 percent.  SERS allocated 0.5 percent of employer contributions to the 
Health Care Fund for fiscal year 2018.  
 
The Academy’s contractually required contribution to SERS was $20,479 for fiscal year 2018.    
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NOTE 10 – DEFINED BENEFIT PENSION PLANS – (continued) 
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description –Academy licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing, multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information, and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan, and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 
3307.  The DB plan offers an annual retirement allowance based on final average salary multiplied by a 
percentage that varies based on years of service.  Effective August 1, 2015, the calculation will be 2.2 
percent of final average salary for the five highest years of earnings multiplied by all years of service. 
Members are eligible to retire at age 60 with five years of qualifying service credit, or age 55 with 26 years 
of service, or 31 years of service regardless of age.  Age and service requirements for retirement will 
increase effective August 1, 2015, and will continue to increase periodically until they reach age 60 with 
35 years of service or age 65 with five years of service on August 1, 2026. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination 
of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan.  In the Combined Plan, 12.0 of 
the 14.0 percent member rates goes to the DC Plan and the remaining 2.0 percent goes to the DB plan. 
Member contributions to the DC plan are allocated among investment choices by the member, and 
contributions to the DB plan from the employer and the member are used to fund the defined benefit 
payment at a reduced level from the regular DB Plan.  The defined benefit portion of the Combined Plan 
payment is payable to a member on or after age 60 with five years of services.  The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity 
after termination of employment at age 50 or later.  
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another STRS plan.  The optional annuitization of a member’s defined contribution account or the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of investment gain or loss on the account.  STRS has therefore included all three plan 
options in the GASB 68 schedules of employer allocation and pension amounts by employer.  
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NOTE 10 – DEFINED BENEFIT PENSION PLANS – (continued) 
 
Plan Description - State Teachers Retirement System (STRS) 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit that apply for disability benefits.  Members in the DC Plan who 
become disabled are entitled only to their account balance.  If a member of the DC Plan dies before 
retirement benefits begin, the member’s designated beneficiary is entitled to receive the member’s 
account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2018, plan members were required to contribute 14 percent of their annual covered salary. The 
Academy was required to contribute 14 percent; the entire 14 percent was the portion used to fund 
pension obligations. The fiscal year 2018 contribution rates were equal to the statutory maximum rates.  
 
The Academy’s contractually required contributions to STRS was $84,459 for fiscal year 2018.  
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions  

The net pension liability was measured as of June 30, 2017, and the total pension liability used to calculate 
the net pension liability was determined by an actuarial valuation as of that date. The Academy's 
proportion of the net pension liability was based on the Academy's share of contributions to the pension 
plan relative to the contributions of all participating entities.   
 
 
Following is information related to the proportionate share and pension expense: 
 

 
 

SERS STRS Total

Proportion of the Net Pension Liability

  Prior Measurement Date 0.00463190% 0.00832938%

Proportion of the Net Pension Liability

  Current Measurement Date 0.00519900% 0.00683555%

Change in Proportionate Share 0.00056710% -0.00149383%

Proportionate Share of the Net Pension

  Liability 310,629$             1,623,800$            1,934,429$          

Pension Expense (29,452)                (548,424)                (577,876)              
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NOTE 10 – DEFINED BENEFIT PENSION PLANS – (continued) 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions – (continued)  

Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, changes in assumptions and changes in the Academy’s proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods.  
 
The difference between projected and actual investment earnings is recognized in pension expense using 
a straight line method over a five year period beginning in the current year.  Deferred outflows and 
deferred inflows resulting from changes in sources other than differences between projected and actual 
investment earnings are amortized over the average expected remaining service lives of all members 
(both active and inactive) using the straight line method. Employer contributions to the pension plan 
subsequent to the measurement date are also required to be reported as a deferred outflow of resources.  
 
 
 
 
 
 
 
 
 
 
 
 

This space intentionally left blank  
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NOTE 10 – DEFINED BENEFIT PENSION PLANS – (continued) 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions – (continued)  

At June 30, 2018, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  

 
 

SERS STRS Total

Deferred Outflows of Resources
Differences between expected and

  actual experience 13,367$            62,701$              76,068$            

Changes of assumptions 16,063              355,143              371,206            

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 23,891              434,580              458,471            

Academy contributions subsequent to the 

  measurement date 20,479              84,459                104,938            

Total Deferred Outflows of Resources 73,800$            936,883$            1,010,683$       

Deferred Inflows of Resources
Differences between expected and

  actual experience 0$                      13,087$              13,087$            

Net difference between projected and

  actual earnings on pension plan investments 1,477                 53,587                55,064              

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 45,500              350,649              396,149            

Total Deferred Inflows of Resources 46,977$            417,323$            464,300$          
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NOTE 10 – DEFINED BENEFIT PENSION PLANS – (continued) 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions – (continued)  

$104,938 reported as deferred outflows of resources related to pension resulting from Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the year ending June 30, 2019.  Other amounts reported as deferred outflows of resources and 
deferred inflows of resources related to pension will be recognized in pension expense as follows:  
 

 
Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment termination).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point.  The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.  
  

SERS STRS Total

Fiscal Year Ending June 30:

2019 (5,822)$                152,464$              146,642$             

2020 8,160                   225,359                233,519               

2021 11,249                 116,574                127,823               

2022 (7,243)                  (59,296)                 (66,539)                

Total 6,344$                 435,101$              441,445$             
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NOTE 10 – DEFINED BENEFIT PENSION PLANS – (continued) 
 
Actuarial Assumptions – SERS – (continued) 
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant.  In many cases actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2017, are presented below: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
COLA  or Ad Hoc COLA 2.5 percent
Investment Rate of Return 7.50 percent net of investments expense, including inflation
Actuarial Cost Method Entry Age Normal

 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection and a five year age set-back for both males and females.  Mortality among 
service retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection with Scale BB, 120 percent of male rates and 110 percent of female rates.  
Mortality among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 percent 
for male rates and 100 percent for female rates, set back five years is used for the period after disability 
retirement.  
 
The actuarial assumptions used in the June 30, 2017 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, payroll 
growth assumption and assumed real wage growth were reduced in the most recent actuarial valuation.  
The rates of withdrawal, retirement and disability updated to reflect recent experience and mortality rates 
were also updated. 
 
The long-term return expectation for the Pension Plan Investments has been determined using a building-
block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  A 
forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating a weighted averaged of the expected 
real return premiums for each asset class, adding the projected inflation rate, and adding the expected 
return from rebalancing uncorrelated asset classes. The target allocation and best estimates of arithmetic 
real rates of return for each major assets class are summarized in the following table: 
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NOTE 10 – DEFINED BENEFIT PENSION PLANS – (continued) 
 
Actuarial Assumptions – SERS – (continued) 
 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
International Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Stratagies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return 

 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute.  Projected inflows from investment earning were calculated using the long-term assumed 
investment rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of projected 
benefits to determine the total pension liability.   
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the net pension liability calculated using the discount rate of 7.50 percent, as 
well as what each plan’s net pension liability would be if it were calculated using a discount rate that is 
one percentage point lower (6.50 percent), or one percentage point higher (8.50 percent) than the current 
rate.  

 

 
 

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

Academy's proportionate share

  of the net pension liability $431,072 $310,629 $209,733
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NOTE 10 – DEFINED BENEFIT PENSION PLANS – (continued) 
 
Actuarial Assumptions – STRS  

The total pension liability in the June 30, 2017, actuarial valuation was determined using the following 
actuarial assumptions, applied to all periods included in the measurement:  
 

 
 
Post-retirement mortality rates for healthy retirees are based on the RP-2014 Annuitant Mortality Table 
with 50% of rates through age 69, 70% of rates between ages 70 and 79, 90% of rates between ages 80 
and 84, and 100% of rates thereafter, projected forward generationally using mortality improvement scale 
MP-2016.  Post-retirement disabled mortality rates are based on the RP-2014 Disabled Mortality Table 
with 90% of rates for males and 100% of rates for females, projected forward generationally using 
mortality improvement scale MP-2016.  Pre-retirement mortality rates are based on RP-2014 Employee 
Mortality Table, projected forward generationally using mortality improvement scale MP-2016.Actuarial 
assumptions used in the July 1, 2017, valuation are based on the results of an actuarial experience study, 
for the period July 1, 2011 through June 30, 2016.  
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
 
 

Target
Asset Class Allocation *

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Long-Term Expected
Real Rate of Return **

 
*The target allocation percentage is effective as of July 1, 2017. Target weights will be phased in over a 24-month 
period concluding on July 1, 2019. 
 
** 10-Year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25% and 
does not include investment expenses. Over a 30-year period, STRS Ohio’s investment consultant indicates that the 
above target allocations should generate a return above the actuarial rate of return, without net value added by 
management.  
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NOTE 10 – DEFINED BENEFIT PENSION PLANS – (continued) 
 

Actuarial Assumptions – STRS  

Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2017. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate increases 
described above. For this purpose, only employer contributions that are intended to fund benefits of 
current plan members and their beneficiaries are included.   
 

Based on those assumptions, STRS’ fiduciary net position was projected to be available to make all 
projected future benefit payments to current plan members as of June 30, 2017.  Therefore, the long-
term expected rate of return on pension plan investments of 7.45 percent was applied to all periods of 
projected benefit payment to determine the total pension liability as of June 30, 2017. 
 

Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the Academy's proportionate share of the net pension liability 
calculated using the current period discount rate assumption of 7.45 percent, as well as what the 
Academy's proportionate share of the net pension liability would be if it were calculated using a discount 
rate that is one-percentage-point lower (6.45 percent) or one-percentage-point higher (8.45 percent) than 
the current rate:  
 

 
 
Assumption Changes since the Prior Measurement Date 
The Retirement Board approved several changes to the actuarial assumptions in 2017. The long term 
expected rate of return was reduced from 7.75 percent to 7.45 percent, the inflation assumption was 
lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered to 3.00 percent, 
and total salary increases rate was lowered by decreasing the merit component of the individual salary 
increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy and disabled 
mortality assumptions were updated to the RP-2014 mortality tables with generational improvement 
scale MP-2016. Rates of retirement, termination and disability were modified to better reflect anticipated 
future experience. 
 
Benefit Term Changes Since the Prior Measurement Date 
Effective July 1, 2017, the COLA was reduced to zero.  
 

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share

  of the net pension liability $2,327,661 $1,623,800 $1,030,901
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NOTE 11 – POSTEMPLOYMENT BENEFITS 
 
Net OPEB Liability - The net OPEB liability reported on the statement of net position represents a 
liability to employees for OPEB. OPEB is a component of exchange transactions-–between an employer 
and its employees—of salaries and benefits for employee services.  OPEB are provided to an 
employee—on a deferred-payment basis—as part of the total compensation package offered by an 
employer for employee services each financial period.  The obligation to sacrifice resources for OPEB is a 
present obligation because it was created as a result of employment exchanges that already have 
occurred. 

 
The net OPEB liability represents the Academy’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB liability calculation is dependent on critical long-term 
variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting these estimates annually.   

 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which OPEB are financed; however, the Academy 
does receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the liability is solely the obligation of the employer, because they benefit from employee 
services.  OPEB contributions come from these employers and health care plan enrollees which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
to benefits or funding could significantly affect the net OPEB liability. Resulting adjustments to the net 
OPEB liability would be effective when the changes are legally enforceable. The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB liability 
on the accrual basis of accounting.  Any liability for the contractually-required OPEB contribution 
outstanding at the end of the year is included in accounts payable on the accrual basis of accounting.  
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NOTE 11 – POSTEMPLOYMENT BENEFITS – (continued) 
 
Plan Description - School Employees Retirement System (SERS) 
 
Health Care Plan Description - The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a 
cost-sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the death of a member or retiree, are eligible for SERS’ health care coverage. Most retirees and 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self-insured preferred provider 
organization for its non-Medicare retiree population. For both groups, SERS offers a self-insured 
prescription drug program. Health care is a benefit that is permitted, not mandated, by statute.  The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the 
plan selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required pensions and benefits, the 
Retirement Board may allocate the remainder of the employer contribution of 14 percent of covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2018, .5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro-rated if 
less than a full year of service credit was earned. For fiscal year 2018, this amount was $23,700. Statutes 
provide that no employer shall pay a health care surcharge greater than 2 percent of that employer’s 
SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the total statewide 
SERS-covered payroll for the health care surcharge.  For fiscal year 2018, the Academy’s surcharge 
obligation was $2,114.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The Academy’s contractually required contribution to SERS 
was $2,872 for fiscal year 2018.     
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NOTE 11 – POSTEMPLOYMENT BENEFITS – (continued) 
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part 
B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the 
report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed 
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees, for the most recent year, pay a portion of the health care costs in the form of a monthly 
premium.  Under Ohio law, funding for post-employment health care may be deducted from employer 
contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2018, STRS did 
not allocate any employer contributions to post-employment health care.   
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB  
 
The net OPEB liability was measured as of June 30, 2017, and the total OPEB liability used to calculate the 
net OPEB liability was determined by an actuarial valuation as of that date. The Academy's proportion of 
the net OPEB liability was based on the Academy's share of contributions to the respective retirement 
systems relative to the contributions of all participating entities.  Following is information related to the 
proportionate share and OPEB expense: 

 

 
 

SERS STRS Total

Proportion of the Net OPEB Liability

  Prior Measurement Date 0.00469870% 0.00832938%

Proportion of the Net OPEB Liability

  Current Measurement Date 0.00484980% 0.00683555%

Change in Proportionate Share 0.00015110% -0.00149383%

Proportionate Share of the Net OPEB

  Liability 130,155$             266,698$             396,853$             

OPEB Expense 8,911                   (92,795)                (83,884)                
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NOTE 11 – POSTEMPLOYMENT BENEFITS – (continued) 
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB – (continued) 
 
At June 30, 2018, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  

 

 
 

SERS STRS Total

Deferred Outflows of Resources
Differences between expected and

  actual experience 0$                      15,395$            15,395$            

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 3,162                 0                        3,162                 

Academy contributions subsequent to the 

  measurement date 2,872                 0                        2,872                 

Total Deferred Outflows of Resources 6,034$              15,395$            21,429$            

Deferred Inflows of Resources
Changes of assumptions 12,351              21,483              33,834              

Net difference between projected and

  actual earnings on OPEB plan investments 344                    11,399              11,743              

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 0                        68,477              68,477              

Total Deferred Inflows of Resources 12,695$            101,359$          114,054$          
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NOTE 11 – POSTEMPLOYMENT BENEFITS – (continued) 
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB – (continued) 
 
$2,872 reported as deferred outflows of resources related to OPEB resulting from Academy contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending June 30, 2019.  Other amounts reported as deferred outflows of resources and deferred 
inflows of resources related to OPEB will be recognized in OPEB expense as follows:  
 

 
Actuarial Assumptions - SERS 
 
The total OPEB liability is determined by SERS’ actuaries in accordance with GASB Statement No. 74, as 
part of their annual actuarial valuation for each retirement plan. Actuarial valuations of an ongoing plan 
involve estimates of the value of reported amounts (e.g., salaries, credited service) and assumptions about 
the probability of occurrence of events far into the future (e.g., mortality, disabilities, retirements, 
employment terminations). Actuarially determined amounts are subject to continual review and potential 
modifications, as actual results are compared with past expectations and new estimates are made about 
the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point. The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 

SERS STRS Total

Fiscal Year Ending June 30:

2019 (3,416)$                (15,278)$               (18,694)$              

2020 (3,416)                  (15,278)                 (18,694)                

2021 (2,615)                  (15,278)                 (17,893)                

2022 (86)                       (15,277)                 (15,363)                

2023 0                          (12,428)                 (12,428)                

Thereafter 0                          (12,425)                 (12,425)                

Total (9,533)$                (85,964)$               (95,497)$              
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NOTE 11 – POSTEMPLOYMENT BENEFITS – (continued) 
 
Actuarial Assumptions – SERS – (continued) 
 
Key methods and assumptions used in calculating the total OPEB liability in the latest actuarial valuation 
date of June 30, 2017, are presented below: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investments

expense, including inflation
Municipal Bond Index Rate:
    Measurement Date 3.56 percent
    Prior Measurement Date 2.92 percent
Single Equivalent Interest Rate, net of plan investment expense,
 including price inflation
    Measurement Date 3.63 percent
    Prior Measurement Date 2.98 percent
Medical Trend Assumption
    Medicare 5.50 to 5.00 percent
    Pre-Medicare 7.50 to 5.00 percent  

 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The most recent experience study was completed for the five year period ended June 30, 2015.   
 
The long-term expected rate of return on plan assets is reviewed as part of the actuarial five-year 
experience study. The most recent study covers fiscal years 2010 through 2015, and was adopted by the 
Board on April 21, 2016. Several factors are considered in evaluating the long-term rate of return 
assumption including long-term historical data, estimates inherent in current market data, and a log-
normal distribution analysis in which best-estimate ranges of expected future real rates of return were 
developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long-term expected rate of return, 7.50 percent, by weighting the expected future real rates 
of return by the target asset allocation percentage and then adding expected inflation. The capital market 
assumptions developed by the investment consultant are intended for use over a 10-year horizon and 
may not be useful in setting the long-term rate of return for funding pension plans which covers a longer 
timeframe. The assumption is intended to be a long-term assumption and is not expected to change 
absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental 
change in the market that alters expected returns in future years. 
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NOTE 11 – POSTEMPLOYMENT BENEFITS – (continued) 
 
Actuarial Assumptions – SERS – (continued) 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 
as used in the June 30, 2015 five-year experience study, are summarized as follows: 
 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return

 
 

Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2017 was 3.63 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2017 was 2.98 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be made 
from members and the System at the state statute contribution rate of 2.00 percent of projected covered 
employee payroll each year, which includes a 1.50 percent payroll surcharge and 0.50 percent of 
contributions from the basic benefits plan. Based on these assumptions, the OPEB plan’s fiduciary net 
position was projected to become insufficient to make future benefit payments during the fiscal year 
ending June 30, 2025. Therefore, the long-term expected rate of return on OPEB plan assets was used to 
present value the projected benefit payments through the fiscal year ending June 30, 2024 and the Fidelity 
General Obligation 20-year Municipal Bond Index rate of 3.56 percent, as of June 30, 2017 (i.e. municipal 
bond rate), was used to present value the projected benefit payments for the remaining years in the 
projection. The total present value of projected benefit payments from all years was then used to 
determine the single rate of return that was used as the discount rate. The projection of future benefit 
payments for all current plan members was until the benefit payments ran out. 
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NOTE 11 – POSTEMPLOYMENT BENEFITS – (continued) 
 
Actuarial Assumptions – SERS – (continued) 
 
Sensitivity of the Academy's Proportionate Share of the Net OPEB Liability to Changes in the Discount 
Rate and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in 
the discount rate and the health care cost trend rate. The following table presents the net OPEB liability 
of SERS, what SERS' net OPEB liability would be if it were calculated using a discount rate that is 1 
percentage point lower (2.63%) and higher (4.63%) than the current discount rate (3.63%). Also shown is 
what SERS' net OPEB liability would be based on health care cost trend rates that are 1 percentage point 
lower (6.5% decreasing to 4.0%) and higher (8.5% decreasing to 6.0%) than the current rate. 
 

 
 

 
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2017, actuarial valuation are presented below:   

 
Inflation 2.50 percent
Projected salary increases 12.50 percent at age 20 to 

 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment

 expenses, including inflation
Payroll Increases 3 percent
Cost-of-Living Adjustments 0.0 percent, effective July 1, 2017
  (COLA)
Blended Discount Rate of Return 4.13 percent
Health Care Cost Trends 6 to 11 percent initial, 4.5 percent ultimate  

 
Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 

Current

1% Decrease Discount Rate 1% Increase

(2.63%) (3.63%) (4.63%)

Academy's proportionate share

  of the net OPEB liability $157,180 $130,155 $108,746

Current

1% Decrease Trend Rate 1% Increase

(6.5 % decreasing (7.5 % decreasing (8.5 % decreasing

to 4.0%) to 5.0%) to 6.0%)

Academy's proportionate share

  of the net OPEB liability $105,612 $130,155 $162,640
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NOTE 11 – POSTEMPLOYMENT BENEFITS – (continued) 
 
Actuarial Assumptions – STRS – (continued) 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between 
ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality 
improvement scale MP-2016. For disabled retirees, mortality rates are based on the RP-2014 Disabled 
Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected forward 
generationally using mortality improvement scale MP-2016. 
 
Actuarial assumptions used in the June 30, 2017, valuation are based on the results of an actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 
Since the prior measurement date, the discount rate was increased from 3.26 percent to 4.13 percent 
based on the methodology defined under GASB Statement No. 74, Financial Reporting for 
Postemployment Benefit Plans Other Than Pension Plans (OPEB) and the long term expected rate of return 
was reduced from 7.75 percent to 7.45 percent. Valuation year per capita health care costs were updated, 
and the salary scale was modified. The percentage of future retirees electing each option was updated 
based on current data and the percentage of future disabled retirees and terminated vested participants 
electing health coverage were decreased. The assumed mortality, disability, retirement, withdrawal and 
future health care cost trend rates were modified along with the portion of rebated prescription drug 
costs. 
 
Also since the prior measurement date, the subsidy multiplier for non-Medicare benefit recipients was 
reduced from 2.1 percent to 1.9 percent per year of service. Medicare Part B premium reimbursements 
were discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 2019.  Subsequent to the current measurement 
date, the date for discontinuing remaining Medicare Part B premium reimbursements was extended to 
January 2020. 
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NOTE 11 – POSTEMPLOYMENT BENEFITS – (continued) 
 
Actuarial Assumptions – STRS – (continued) 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
 

Target
Asset Class Allocation

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

* 10 year annualized geometric nominal returns, which  include the 
real rate of return and inflation of 2.25 percent and does not include 
investment expenses.  Over a 30-year period, STRS' investment
consultant indicates that the above target allocations should
generate a return above the actual rate of return, without net
value added by management.

Long-Term Expected
Rate of Return *

 
 

Discount Rate The discount rate used to measure the total OPEB liability was 4.13 percent as of June 30, 
2017. The projection of cash flows used to determine the discount rate assumes STRS Ohio continues to 
allocate no employer contributions to the health care fund. Based on these assumptions, the OPEB plan’s 
fiduciary net position was not projected to be sufficient to make all projected future benefit payments of 
current plan members. The OPEB plan’s fiduciary net position was projected to become insufficient to 
make future benefit payments during the fiscal year ending June 30, 2037.  Therefore, the long-term 
expected rate of return on OPEB plan assets was used to determine the present value of the projected 
benefit payments through the fiscal year ending June 30, 2036 and the Bond Buyer 20-year municipal 
bond rate of 3.58 percent as of June 30, 2017 (i.e. municipal bond rate), was used to determine the present 
value of the projected benefit payments for the remaining years in the projection.  The total present value 
of projected benefit payments from all years was then used to determine the single rate of return that 
was used as the discount rate. The blended discount rate of 4.13 percent, which represents the long-term 
expected rate of return of 7.45 percent for the funded benefit payments and the Bond Buyer 20-year 
municipal bond rate of 3.58 percent for the unfunded benefit payments, was used to measure the total 
OPEB liability as of June 30, 2017.  A blended discount rate of 3.26 percent which represents the long term 
expected rate of return of 7.75 percent for the funded benefit payments and the Bond Buyer 20-year 
municipal bond rate of 2.85 percent for the unfunded benefit payments was used to measure the total 
OPEB liability at June 30, 2016. 
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NOTE 11 – POSTEMPLOYMENT BENEFITS – (continued) 
 
Actuarial Assumptions – STRS – (continued) 
 
Sensitivity of the Academy’s Proportionate Share of the Net OPEB Liability to Changes in the Discount 
and Health Care Cost Trend Rate The following table represents the net OPEB liability as of June 30, 2017, 
calculated using the current period discount rate assumption of 4.13 percent, as well as what the net 
OPEB liability would be if it were calculated using a discount rate that is one percentage point lower (3.13 
percent) or one percentage point higher (5.13 percent) than the current assumption. Also shown is the 
net OPEB liability as if it were calculated using health care cost trend rates that are one percentage point 
lower or one percentage point higher than the current health care cost trend rates. 
 

 
 

 
 
NOTE 12 - CONTINGENCIES 
 
Grants - The Academy received financial assistance from federal and state agencies in the form of grants.  
The disbursement of funds received under these programs generally requires compliance with terms and 
conditions specified in the grant agreements and are subject to audit by the grantor agencies.  Any 
disallowed claims resulting from such audits could become a liability of the Academy.  However, in the 
opinion of management, any such disallowed claims will not have a material adverse effect on the overall 
financial position of the Academy at June 30, 2018. 
 
Litigation - There are currently no matters in litigation with the Academy as defendant. 
 
Full-Time Equivalency - School foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  
 

Current

1% Decrease Discount Rate 1% Increase

(3.13%) (4.13%) (5.13%)

Academy's proportionate share

  of the net OPEB liability $358,038 $266,698 $194,510

Current

1% Decrease Trend Rate 1% Increase

Academy's proportionate share

  of the net OPEB liability $185,290 $266,698 $373,840
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NOTE 12 – CONTINGENCIES (continued) 
 

Full-Time Equivalency – (continued) 
 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE did not perform such a review on the Academy for fiscal year 2018.   
 
As of the date of this report, additional ODE adjustments for fiscal year 2018 are not finalized.  As a result, 
the impact of future FTE adjustments on the fiscal year 2018 financial statements is not determinable, at 
this time. Management believes this may result in either an additional receivable to, or a liability of, the 
Academy. 
 
In addition, the Academy’s contracts with their Sponsor and Management Company require payment 
based on revenues received from the State.  As discussed above, additional FTE adjustments for fiscal year 
2018 are not finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 2018 
financial statements, related to additional reconciliation necessary with these contracts, is not 
determinable.  Management believes this may result in either an additional receivable to, or liability of, 
the Academy.   
 
NOTE 13 – BUILDING LEASES 
 
The Academy entered into a 10-year lease agreement in July 2011 to lease a building from Warren-Elm 
Facilities, LLC, a wholly owned subsidiary of Mosaica Education, Inc. for the use of the building and grounds 
as a school facility.  In 2015, Accel Schools, LLC assumed the lease as part of its purchase of the assets of 
Mosaica Education, Inc. Accel Schools is a related party. The lease term ends on June 30, 2021. The initial 
annual base rent was $300,000 and has scheduled increases every two years based on the consumer price 
index. Under the lease agreement, the Academy is responsible for payment of all utilities, repairs and 
maintenance and property taxes. The building approximates 59,000 square feet.  
 
Rent expense for the year ended June 30, 2018 was $196,119.  On July 1, 2017, the Academy signed a new 
lease with Global School Properties Ohio, LLC under which future base rent payments to the landlord will 
be calculated as 12.5% of State Aid (defined as the State base per pupil allocation for each student enrolled 
on an FTE basis) plus 100% of the Facility Funding received by the Academy from the State of Ohio.    
 
NOTE 14 - SPONSOR 
 
The Academy operates a contract with its sponsor, Ohio Department of Education a period of two 
academic years commencing July of 2015. At the end of fiscal year 2017, the Academy was renewed for 
an additional three year period. As part of this contract, the Sponsor is entitled to 3% of the total state 
foundation funds. Total amount due and paid for fiscal year 2018 was $38,535.  
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NOTE 15 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES 
 
The Academy entered into an agreement with Accel Schools, a management company, to provide legal, 
financial, and other management support services for fiscal year 2018. The agreement was for a period of 
five years beginning July 1, 2016 through July 1, 2021. Management fees are calculated as 12.5% of the 
Academy’s State Revenue, plus $20,000 for managing Federal Funds. The total amount due from the 
Academy for the fiscal year ending June 30, 2018 was $182,486 and is included under “Purchased 
Services” on the Statement of Revenues, Expenses and Changes in Net Position. 
 
Also per the management agreement there are expenses that will be billed to the Academy based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of Accel employees working 
in at the Academy and other costs related to providing education and administrative services. The total 
amount billed to the Academy inclusive of management fees during fiscal year 2018 was $1,152,452. 
 
The following table is a summary of the management company expenses during fiscal year 2018: 
 

 
 
Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro-rated based on 
full time equivalent (FTE) head count as of June 30, 2018 by each school it manages.  
 
NOTE 16 - IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES AND RESTATEMENT OF NET 
POSITION 
 
For the fiscal year ended June 30, 2018, the Academy has implemented Governmental Accounting 
Standards Board (GASB) Statement No. 75, Accounting and Financial reporting for Postemployment 
Benefits other than Pensions, GASB Statement No. 81, Irrevocable Split-Interest Agreements, GASB 
Statement No. 85, Omnibus 2017 and GASB Statement No. 86, Certain Debt Extinguishments. 
 
GASB Statement No. 75 requires recognition of the entire net postemployment benefits other than 
pensions (other postemployment benefits or OPEB) liability and a more comprehensive measure of 
postemployment benefits expense for OPEB provided to the employees of state and local governmental 
employers through OPEB plans that are administered through trusts or equivalent arrangements. The 
implementation of GASB Statement No. 75 resulted in the inclusion of net OPEB liability and OPEB expense 
components on the accrual financial statements.  See below for the effect on net position as previously 
reported. 

STEAM Academy of Warren

Regular 
Instruction

(1100 Function 
Codes)

Special 
Instruction

(1200 Function 
Codes)

Support 
Services

(2000 Function 
Codes)

Non-Instructional 
(3000 through 
7000 Function 

Codes)

Total

Direct Expenses: 
Salaries & Wages (100 Object Codes) 571,823$        37,165$          170,456$        -$                     779,444$    
Employees’ Benefits (200 Object Codes) 38,904            3,048              8,122              -                       50,074        
Professional & Technical Services (410 Object Codes) -                  -                  124,288          -                       124,288      
Property Services (420 Object Codes) -                  -                  16                   -                       16               
Supplies (500 Object Codes) 6,480              -                  2,498              -                       8,978          
Other Direct Costs (All Other Object Codes) -                  -                  12,153            -                       12,153        
Indirect Expenses: 
Overhead -                  -                  154,269          -                       154,269      
  
Total Expenses 617,207$        40,213$          471,802$        -$                     1,129,222$ 
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NOTE 16 - IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES AND RESTATEMENT OF NET 
POSITION – (continued) 
 
GASB Statement No. 81 requires that a government that receives resources pursuant to an irrevocable 
split-interest agreement recognize assets, liabilities, and deferred inflows of resources at the inception of 
the agreement. Furthermore, it requires that a government recognize assets representing its beneficial 
interests in irrevocable split-interest agreements that are administered by a third party, if the government 
controls the present service capacity of the beneficial interests. This Statement also requires that a 
government recognize revenue when the resources become applicable to the reporting period.  The 
implementation of GASB Statement No. 81 did not have an effect on the financial statements of the 
Academy. 
 
GASB Statement No. 85 addresses a variety of topics including issues related to blending component units, 
goodwill, fair value measurement and application, and postemployment benefits. These changes were 
incorporated in the Academy’s fiscal year 2018 financial statements; however, there was no effect on 
beginning net position.  
 
GASB Statement No. 86 addresses the reporting and disclosure requirements of certain debt 
extinguishments including in-substance defeasance transactions and prepaid insurance associated with 
debt that is extinguished. The implementation of GASB Statement No. 86 did not have an effect on the 
financial statements of the Academy. 
 

Net Position June 30, 2017 (3,271,614)$   

Adjustments:
Net OPEB liability (579,387)         
Deferred Outflow - Payments Subsequent to Measurement Date 3,152               

Restated Net Position June 30, 2017 (3,847,849)$   

 
Other than employer contributions subsequent to the measurement date, the Academy made no 
restatement for deferred inflows/outflows of resources as the information needed to generate these 
restatements was not available. 
 
NOTE 17 - MANAGEMENT PLAN 
 
For fiscal year 2018, the Academy had a net position deficit of $(3,125,235) including the impact of the 
net pension/OPEB liabilities and related accruals. The Academy’s net deficit in fiscal year 2018 improved 
from the $(3,847,849) restated net deficit in fiscal 2017. Enrollment decreased in fiscal year 2018 to 161, 
down from 175 in fiscal year 2017.  The Academy’s ability to maintain a stable administrative and 
instructional team along with active advertising via print, radio, mailings and through referrals of current 
parents is anticipated to help produce the likelihood of future enrollment growth leading to surpluses and 
provide an opportunity for the academy to recover from its prior deficits. 
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See accompanying notes to the required supplementary information. 

2018 2017 2016 2015 2014
Academy's Proportion of the Net Pension

Liability 0.0051990% 0.00463190% 0.0064343% 0.0064460% 0.0064460%

Academy's Proportionate Share of the Net
Pension Liability 310,629$        339,012$        367,147$        326,228$        383,323$        

Academy's Covered Payroll 157,964$        190,971$        193,703$        189,206$        113,425$        

Academy's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 196.65% 177.52% 189.54% 172.42% 337.95%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 69.50% 62.98% 69.16% 71.70% 65.52%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net Pension Liability

School Employees Retirement System of Ohio
Last Five Fiscal Years (1)
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See accompanying notes to the required supplementary information. 

2018 2017 2016 2015 2014
Academy's Proportion of the Net Pension

Liability 0.00683555% 0.00832938% 0.00648408% 0.00532022% 0.00532022%

Academy's Proportionate Share of the Net
Pension Liability 1,623,800$        2,788,095$        1,792,010$        1,294,062$        1,541,478$        

Academy's Covered Payroll 751,486$          726,857$          676,507$          585,392$          527,146$          

Academy's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 216.08% 383.58% 264.89% 221.06% 292.42%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 75.30% 66.80% 72.10% 74.70% 69.30%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net Pension Liability

State Teachers Retirement System of Ohio
Last Five Fiscal Years (1)
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See accompanying notes to the required supplementary information. 

2018 2017 2016 2015 2014 2013 2012

Contractually Required Contribution 20,479$          22,115$          26,736$          25,530$          26,224$          15,698$          11,346$          

Contributions in Relation to the 
Contractually Required Contribution (20,479)           (22,115)           (26,736)           (25,530)           (26,224)           (15,698)           (11,346)           

Contribution Deficiency (Excess) 0$                  0$                  0$                  0$                  0$                  0$                  0$                  

Academy Covered Payroll 151,696$        157,964$        190,971$        193,703$        189,206$        113,425$        84,357$          

Contributions as a Percentage of
Covered Payroll 13.50% 14.00% 14.00% 13.18% 13.86% 13.84% 13.45%

(1) Information prior to 2012 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

Required Supplementary Information
Schedule of Academy Contributions - Pension
School Employees Retirement System of Ohio

Last Seven Fiscal Years (1)
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See accompanying notes to the required supplementary information. 

2018 2017 2016 2015 2014 2013 2012

Contractually Required Contribution 84,459$            105,208$          101,760$          94,711$            76,101$            68,529$            65,730$            

Contributions in Relation to the 
Contractually Required Contribution (84,459)            (105,208)           (101,760)           (94,711)            (76,101)            (68,529)             (65,730)            

Contribution Deficiency (Excess) 0$                    0$                    0$                    0$                    0$                    0$                    0$                    

Academy Covered Payroll 603,279$          751,486$          726,857$          676,507$          585,392$          527,146$          505,615$          

Contributions as a Percentage of
Covered Payroll 14.00% 14.00% 14.00% 14.00% 13.00% 13.00% 13.00%

(1) Information prior to 2012 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

Required Supplementary Information
Schedule of Academy Contributions - Pension

State Teachers Retirement System of Ohio
Last Seven Fiscal Years (1)
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2018 2017
Academy's Proportion of the Net OPEB

Liability 0.0048498% 0.0046987%

Academy's Proportionate Share of the Net
OPEB Liability 130,155$        133,930$        

Academy's Covered Payroll 157,964$        190,971$        

Academy's Proportionate Share of the Net
OPEB Liability as a Percentage
of its Covered Payroll 82.40% 70.13%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability 12.46% 11.49%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net OPEB Liability

School Employees Retirement System of Ohio
Last Two Fiscal Years (1)
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2018 2017
Academy's Proportion of the Net OPEB

Liability 0.00683555% 0.00832938%

Academy's Proportionate Share of the Net
OPEB Liability 266,698$          445,457$          

Academy's Covered Payroll 751,486$          726,857$          

Academy's Proportionate Share of the Net
OPEB Liability as a Percentage
of its Covered Payroll 35.49% 61.29%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability 47.10% 37.30%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net OPEB Liability

State Teachers Retirement System of Ohio
Last Two Fiscal Years (1)
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2018 2017 2016 2015 2014 2013 2012

Contractually Required Contribution (2) 2,872$            3,152$            2,398$            1,588$       1,424$            887$               670$               

Contributions in Relation to the 
Contractually Required Contribution (2,872)             (3,152)             (2,398)             (1,588)        (1,424)             (887)               (670)               

Contribution Deficiency (Excess) 0$                  0$                  0$                  0$              0$                  0$                  0$                  

Academy Covered Payroll 151,696$        157,964$        190,971$        193,703$    189,206$        113,425$        84,357$          

OPEB Contributions as a Percentage of
Covered Payroll (2) 1.89% 2.00% 1.26% 0.82% 0.75% 0.78% 0.79%

(1) Information prior to 2012 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 
(2) Includes Surcharge

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - OPEB

School Employees Retirement System of Ohio
Last Seven Fiscal Years (1)
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2018 2017 2016 2015 2014 2013 2012

Contractually Required Contribution 0$                        0$                    0$                    0$                    5,854$              5,271$              5,056$              

Contributions in Relation to the 
Contractually Required Contribution 0                         0                     0                     0                     (5,854)              (5,271)              (5,056)              

Contribution Deficiency (Excess) 0$                        0$                    0$                    0$                    0$                    0$                    0$                    

Academy Covered Payroll 603,279$              751,486$          726,857$          676,507$          585,392$          527,146$          505,615$          

Contributions as a Percentage of
Covered Payroll 0.00% 0.00% 0.00% 0.00% 1.00% 1.00% 1.00%

(1) Information prior to 2012 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - OPEB
State Teachers Retirement System of Ohio

Last Seven Fiscal Years (1)
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Net Pension Liability  
 
Changes of benefit terms - SERS:  
 
There were no changes in benefit terms from the amounts reported for fiscal years 2014-2018. 
 
The following changes were made to the benefit terms in 2018 as identified: The COLA was changed from 
a fixed 3.00% to a COLA that is indexed to CPI-W not greater than 2.5% with a floor of 0% beginning 
January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has enacted a 
three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in assumptions - SERS:  
 
There were no changes in methods and assumptions used in the calculation of actuarial determined 
contributions for fiscal years 2014-2016 and 2018. For fiscal year 2018, the following changes of 
assumptions affected the total pension liability since the prior measurement date: (a) the assumed rate 
of inflation was reduced from 3.25% to 3.00%, (b) payroll growth assumption was reduced from 4.00% to 
3.50%, (c) assumed real wage growth was reduced from 0.75% to 0.50%, (d) Rates of withdrawal, 
retirement and disability were updated to reflect recent experience, (e) mortality among active members 
was updated to RP-2014 Blue Collar Mortality Table with fully generational projection and a five year age 
set-back for both males and females, (f) mortality among service retired members, and beneficiaries was 
updated to the following RP-2014 Blue Collar Mortality Table with fully generational projection with Scale 
BB, 120% of male rates, and 110% of female rates and (g) mortality among disable member was updated 
to RP-2000 Disabled Mortality Table, 90% for male rates and 100% for female rates, set back five years is 
used for the period after disability retirement (h) change in discount rate from 7.75% to 7.5%.   

 
Changes in benefit terms - STRS:  
 
There were no changes in benefit terms from the amounts reported for fiscal years 2014-2017. Effective 
for fiscal year 2018, the cost of living adjustment (COLA) was reduced to zero. 
 
Changes in assumptions - STRS:  
 
There were no changes in methods and assumptions used in the calculation of actuarial determined 
contributions for fiscal years 2014-2018.  For fiscal year 2018, the following changes of assumptions 
affected the total pension liability since the prior measurement date: (a) inflation assumption lowered 
from 2.75% to 2.50%, (b) investment return assumption lowered from 7.75% to 7.45%, (c) total salary 
increases rates lowered by decreasing the merit component of the individual salary increases, as well as 
by 0.25% due to lower inflation, (d) payroll growth assumption lowered to 3.00%, (e) updated the healthy 
and disable mortality assumption to the “RP-2014” mortality tables with generational improvement scale 
MP-2016, (f) rates of retirement, termination and disability were modified to better reflect anticipated 
future experience.  
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Net OPEB Liability  
 
Changes in Assumptions – SERS  
 
Amounts reported for fiscal year 2018 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability as presented below:  
 
Municipal Bond Index Rate: 
    Fiscal year 2018          3.56 percent 
    Fiscal year 2017         2.92 percent 
Single Equivalent Interest Rate, net of plan investment expense, 
 including price inflation 
    Fiscal year 2018          3.63 percent 
    Fiscal year 2017         2.98 percent 
 
Changes in Assumptions – STRS  
 
For fiscal year 2018, the discount rate was increased from 3.26 percent to 4.13 percent based on the 
methodology defined under GASB Statement No. 74, Financial Reporting for Postemployment Benefit 
Plans Other Than Pension Plans (OPEB) and the long term expected rate of return was reduced from 7.75 
percent to 7.45 percent. Valuation year per capita health care costs were updated, and the salary scale 
was modified. The percentage of future retirees electing each option was updated based on current data 
and the percentage of future disabled retirees and terminated vested participants electing health 
coverage were decreased. The assumed mortality, disability, retirement, withdrawal and future health 
care cost trend rates were modified along with the portion of rebated prescription drug costs.  
  
Also, for fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. 
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December 28, 2018

To the Board of Directors
STEAM Academy of Warren
Trumbull County, Ohio
261 Elm Road NE
Warren, Ohio 44483

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the STEAM Academy of Warren, Trumbull 
County, Ohio (the “Academy”) as of and for the year ended June 30, 2018, and the related notes to the financial 
statements, which collectively comprise the Academy’s basic financial statements, and have issued our report 
thereon dated December 28, 2018, in which we noted the Academy restated their net position to account for the 
implementation of Governmental Accounting Standard Board (GASB) Statement No. 75, “Accounting and 
Financial reporting for Postemployment Benefits other than Pensions”, and the Academy has suffered recurring 
losses from operations and has a net position deficit of $3,125,235, including the net effect of net pension liability, 
net OPEB liability and related accruals totaling $1,877,524, that raises substantial doubt about its ability to 
continue as a going concern.

Internal Control over Financial Reporting

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

A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance. 
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STEAM Academy of Warren 
Independent Auditor’s Report on Internal Control over Financial Reporting 
   and on Compliance and Other Matters Based on an Audit of 
   Financial Statements Performed in Accordance with 

Government Auditing Standards
Page 2 of 2

Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified.

Compliance and Other Matters

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

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose.

Cambridge, Ohio
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Board of Directors 
STEAM Academy of Warren 
261 Elm Road NE 
Warren, Ohio 44483 
 
 
We have reviewed the Independent Auditor’s Report of the STEAM Academy of Warren, 
Trumbull County, prepared by Rea & Associates, Inc., for the audit period July 1, 2016 through 
June 30, 2017.  Based upon this review, we have accepted these reports in lieu of the audit 
required by Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying 
financial statements and, accordingly, we are unable to express, and do not express an opinion on 
them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The STEAM Academy of Warren is responsible for 
compliance with these laws and regulations. 
 
 
 
 
 
 
 
 
Dave Yost 
Auditor of State 
 
March 16, 2018 
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December 26, 2017 
 
To the Board of Directors 
STEAM Academy of Warren 
Trumbull County, Ohio 
261 Elm Road NE 
Warren, Ohio 44483 
 
 

INDEPENDENT AUDITOR'S REPORT 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the STEAM Academy of Warren, Trumbull 
County, Ohio, (the “Academy”) as of and for the year ended June 30, 2017, and the related notes to the 
financial statements, which collectively comprise the Academy’s basic financial statements as listed in the 
table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the Academy’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Academy’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion 
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STEAM Academy of Warren  
Independent Auditor’s Report 
Page 2 of 2 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position 
of the Academy as of June 30, 2017, and the changes in its financial position and its cash flows for the year then 
ended in accordance with accounting principles generally accepted in the United States of America. 
 
Emphasis of a Matter  
 
The accompanying financial statements have been prepared assuming the Academy will continue as a going 
concern. As disclosed in Note 16 to the financial statements, the Academy has previously suffered recurring losses 
from operations and has a net position deficit of $3,271,614 that raises substantial doubt about its ability to continue 
as a going concern. This deficit net position includes the effect of the net pension liability and related accruals 
totaling $2,070,860. Note 16 describes management’s plan regarding these issues. The financial statements do not 
include any adjustments that might result from the outcome of this uncertainty. Our opinion is not modified with 
respect to this matter. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s Discussion 
and Analysis and the Schedule of the Academy's Proportionate Share of the Net Pension Liability, and Schedule of 
the Academy’s Contributions on pages 3-7, 31-32, and 33-34, respectively, be presented to supplement the basic 
financial statements. Such information, although not a part of the basic financial statements, is required by the 
Governmental Accounting Standards Board who considers it to be an essential part of financial reporting for placing 
the basic financial statements in an appropriate operational, economic, or historical context. We have applied certain 
limited procedures to the required supplementary information in accordance with auditing standards generally 
accepted in the United States of America, which consisted of inquiries of management about the methods of 
preparing the information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic financial 
statements. We do not express an opinion or provide any assurance on the information because the limited 
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.  
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated December 26, 2017 on our 
consideration of the Academy’s internal control over financial reporting and on our tests of its compliance with 
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report 
is to describe the scope of our testing of internal control over financial reporting and compliance and the results of 
that testing, and not to provide an opinion on internal control over financial reporting or on compliance. That report 
is an integral part of an audit performed in accordance with Government Auditing Standards in considering the 
Academy’s internal control over financial reporting and compliance. 
 
 
 
 
 

Cambridge, Ohio 
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The discussion and analysis of the STEAM Academy of Warren’s (the “Academy”) financial performance 
provides an overall review of the Academy’s financial activities for the fiscal year ended June 30, 2017. 
The intent of this discussion and analysis is to look at the Academy’s financial performance as a whole. 
Readers should also review the financial statements and notes to the financial statements to enhance 
their understanding of the Academy’s financial performance.  

 
FINANCIAL HIGHLIGHTS 
 
Key highlights for fiscal year 2017 are as follows: 
 

• Net position decreased $339,853. 

• Operating revenues accounted for $1,529,130 of the Academy’s total funding of $2,286,429. 

• Operating expenses accounted for $2,569,814 of the total expenses of $2,626,282. 
 

OVERVIEW OF THE FINANCIAL STATEMENTS 
 
The financial report consists of three parts; required supplemental information, the basic financial 
statements, and the notes to the financial statements. These statements are organized so the reader can 
understand the financial position of the Academy. Enterprise accounting uses a flow of economic 
resources measurement focus. With this measurement focus, all assets, deferred outflows of resources, 
all liabilities, and deferred inflows of resources are included on the statement of net position. The 
statement of net position answers the question of how well the Academy performed financially during 
2017.  The statement of revenues, expenses, and changes in net position presents increases (e.g., 
revenues) and decreases (e.g., expenses) in net position.  The statement of cash flows reflects how the 
Academy finances and meets its cash flow needs.  Finally, the notes to the basic financial statements 
provide additional information that is essential to a full understanding of the data provided on the basic 
financial statements. 

 
FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE 
 
The Academy is not required to present government-wide financial statements as the Academy is engaged 
in only business-type activities.  Therefore, no condensed financial information derived from the 
governmental-wide financial statements is included in the discussion and analysis.    
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Table 1 provides a summary of Academy’s net position for 2017 and 2016: 

 
Table 1 

Statement of Net Position 

2017 2016

Assets:

  Current Assets:

    Cash and Cash Equivalents 76,024$            77,009$            

    Accounts Receivable -                    6,861                

    Intergovernmental Receivable 77,879              62,186              

    Prepaid Expense 25,493              14,160              

      Total Current Assets 179,396            160,216            

Noncurrent Assets:

   Capital Assets, net of Accumulated Depreciation 78,772              70,954              

      Total Noncurrent Assets 78,772              70,954              

Total Assets 258,168            231,170            

Deferred Outflows of Resources 1,128,257         480,251            

Liabilities:

  Current Liabilities:

    Accounts Payable, Trade 38,371              73,024              

    Accounts Payable, Related Party 461,860            201,695            

    Accrued Expenses 49,416              69,577              

    Advances Payable 224,300            352,400            

      Total Current Liabilities 773,947            696,696            

Noncurrent Liabilities:

  Net Pension Liability 3,127,107         2,159,157         

  Noncurrent Portion of Long-term Debt 684,975            684,975            

    Total Noncurrent Liabilities 3,812,082         2,844,132         

        Total Liabilities 4,586,029         3,540,829         

Deferred Inflows of Resources 72,010              102,354            

Net Position

  Invested in Capital Assets 78,772              70,954              

  Unrestricted Net Position (3,350,386)        (3,002,715)        

     Total Net Position (3,271,614)$      (2,931,761)$      
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Results of fiscal year 2017 indicate a decrease in net position of $339,853 and an ending net position 
deficit of $3,271,614. The facility is in the sixth year of operations and is under enrolled. Enrollment is 
decreasing and the Academy finished fiscal year 2017 with 175 students which is down from the fiscal 
year 2016 enrollment of 233 students. 
 
Under the standards required by GASB 68, the net pension liability equals the Academy’s proportionate 
share of each plan’s collective: 
 

1. Present value of estimated future pension benefits attributable to active and inactive employees’ 
past service  

2. Minus plan assets available to pay these benefits 
 
GASB notes that pension obligations, whether funded or unfunded, are part of the “employment 
exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, and the 
promise of a future pension.  GASB noted that the unfunded portion of this pension promise is a present 
obligation of the government, part of a bargained-for benefit to the employee, and should accordingly be 
reported by the government as a liability since they received the benefit of the exchange.  However, the 
School is not responsible for certain key factors affecting the balance of this liability.  In Ohio, the 
employee shares the obligation of funding pension benefits with the employer.  Both employer and 
employee contribution rates are capped by State statute.  A change in these caps requires action of both 
Houses of the General Assembly and approval of the Governor.  Benefit provisions are also determined 
by State statute.  The employee enters the employment exchange with the knowledge that the employer’s 
promise is limited not by contract but by law.  The employer enters the exchange also knowing that there 
is a specific, legal limit to its contribution to the pension system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension system as against the public employer.  State law operates 
to mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the employment exchange with notice as to the law.  The pension system is responsible for the 
administration of the plan.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability.  As explained above, changes in pension benefits, contribution rates, 
and return on investments affect the balance of the net pension liability, but are outside the control of 
the local government.  In the event that contributions, investment returns, and other changes are 
insufficient to keep up with required pension payments, State statute does not assign/identify the 
responsible party for the unfunded portion.  Due to the unique nature of how the net pension liability is 
satisfied, this liability is separately identified within the long-term liability section of the statement of net 
position. 
 
In accordance with GASB 68, the Academy’s statements prepared on an accrual basis of accounting 
include an annual pension expense for their proportionate share of each plan’s change in net pension 
liability not accounted for as deferred inflows/outflows. As a result of implementing GASB 68, the 
Academy is reporting a net pension liability and deferred inflows/outflows of resources related to pension 
on the accrual basis of accounting.   
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Table 2 reflects the changes in net position for fiscal year 2017 and 2016. 

 
Table 2 

Statement of Revenues, Expenses, and Changes in Net Position 
2017 2016

Operating Revenues:

  State Aid 1,529,130$         1,925,900$          

  Miscellaneous -                      3,433                   

     Total Operating Revenues 1,529,130           1,929,333            

Operating Expenses:

  Purchased Services 2,488,428           2,382,142            

  Depreciation 16,985                14,115                 

  General Supplies 56,080                56,928                 

  Other Operating Expenses 8,321                  65,339                 

    Total Operating Expenses 2,569,814           2,518,524            

      Operating Loss (1,040,684)          (589,191)              

Nonoperating Revenues and Expenses:

  Federal and State Restricted Grants 668,487              476,134               

  Debt Forgiveness 88,812                500,000               

  Interest Expense (56,468)               (62,192)                

    Net Nonoperating Revenues and Expenses 700,831              913,942               

Change in Net Position (339,853)             324,751               

Net Position Beginning of Year (2,931,761)          (3,256,512)           

Net Position End of Year (3,271,614)$        (2,931,761)$         

 
At the onset of planning for the opening of the Academy, management and the board calculated the costs 
and risks associated with offering a high quality educational program that would be competitive with the 
educational programs available at the traditional public schools and weighed those costs and risks against 
the enhanced educational opportunities that would be available to students.  Based on that analysis, the 
board and its management made the decision to make an investment in the future of the children of this 
community, not based on a plan that was expected to generate economic profits, but rather on a plan 
that is economically sustainable and that would generate dividends to the community in the form of 
enhanced .opportunities for children and families. Resources for the necessary programs came from 
delaying payment on invoices from the Academy’s management company for certain rent, management 
services, other operating expenses and invoices for payroll of Academy staff.   
 

BUDGET 
 
Unlike other public schools located in the State of Ohio, community schools are not required to follow 
budgetary provision set forth in the Ohio Revised Code Chapter 5705, other than the development of a 
five-year forecast. The Academy’s contract with its sponsor also requires an annual financial plan.   
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
CAPITAL ASSETS 
 
At the end of fiscal year 2017, the Academy had $78,772 invested in capital assets (net of accumulated 
depreciation) for computers, furniture and equipment, and leasehold improvements. The following table 
shows fiscal year 2017 compared to 2016:    
   

 

2017 2016 Change

Computers $44,726 $34,817 $9,909

Leasehold Improvements 34,046              36,138              (2,092)               

Total Capital Assets - net $78,772 $70,955 $7,817

Capital Assets at June 30 (Net of Depreciation)

 
For further information regarding the Academy’s capital assets, refer to Note 5 of the basic financial 
statements.   
 

DEBT 
 
At June 30, 2017, the Academy had $224,300 in advances outstanding through Charter School Capital.  
 
The Academy also signed a note payable with Accel Schools, the Academy’s management company in July 
2015 in the amount of $684,975. No principal payments were made for the year ended June 30, 2017. 
 
For further information regarding the Academy’s debt, refer to Note 6 and Note 7 to the basic financial 
statements. 
 

OPERATIONS 
 
The Academy is a public school established pursuant to Ohio Revised Code Chapter 3314. The Academy 
offers education for Ohio children in kindergarten through eighth grade. The Academy is independent of 
any school district and is nonsectarian in its programs, admission policies, employment practices, and all 
other operations. The Academy may lease or acquire facilities as needed and contract for any services 
necessary for the operation of the Academy.    

 
REQUESTS FOR INFORMATION 
 
This financial report is designed to provide our citizens, taxpayers, investors and creditors with a general 
overview of the Academy’s finances and to show the Academy’s accountability for the money it receives.  
If you have any questions concerning this report, please contact the School’s Fiscal Officer, C. David Massa, 
CPA of Massa Financial Solutions, LLC, 261 Elm Road, NE, Warren, Ohio 44483. 
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STEAM ACADEMY OF WARREN- TRUMBULL COUNTY, OHIO 

  
Statement of Net Position 

June 30, 2017 

 
Assets:

Current Assets:

    Cash and Cash Equivalents 76,024$            

    Intergovernmental Receivable 77,879

    Prepaid Expense 25,493

      Total Current Assets 179,396

Noncurrent Assets:

  Capital Assets, net of Accumulated Depreciation 78,772

78,772

Total Assets 258,168            

Deferred Outflows of Resources 1,128,257         

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 38,371               

    Accounts Payable, Related Party 461,860            

    Accrued Expenses 49,416               

    Advances Payable 224,300            

       Total Current Liabilities 773,947            

Noncurrent Liabilities:

  Net Pension Liability 3,127,107

  Noncurrent Portion of Long-term Debt 684,975

    Total Noncurrent Liabilities 3,812,082

       Total Liabilities 4,586,029

Deferred Inflows of Resources 72,010

Net Position:

  Invested in Capital Assets 78,772

  Unrestricted Net Position (3,350,386)

  Total Net Position (3,271,614)$     

See Accompanying Notes to the Basic Financial Statements  
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STEAM ACADEMY OF WARREN- TRUMBULL COUNTY, OHIO 

  
Statement of Revenues, 

Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2017 

 
 

Operating Revenues:

  State Aid 1,529,130$       

    Total Operating Revenues 1,529,130

Operating Expenses:

  Purchased Services 2,488,428

  Depreciation 16,985

  Supplies 56,080

  Other Operating Expenses 8,321

    Total Operating Expenses 2,569,814

      Operating Loss (1,040,684)

Non-Operating Revenues and (Expenses):

  Federal and State Restricted Grants 668,487

  Debt Forgiveness 88,812               

  Interest Expense (56,468)             

    Net Non-operating Revenues and (Expenses) 700,831

Change in Net Position (339,853)           

Net Position Beginning of Year (2,931,761)        

Net Position End of Year (3,271,614)$     

See Accompanying Notes to the Basic Financial Statements  
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STEAM ACADEMY OF WARREN - TRUMBULL COUNTY, OHIO 

  
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2017 
 

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 1,529,130$             

Cash Payments to Suppliers for Goods and Services (1,973,539)              

Net Cash Used For Operating Activities (444,409)                 

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Charter School Capital Proceeds 918,650                  

Charter School Capital Payments (1,046,750)              

Charter School Capital Program Fees (39,343)                   

Note Payable Interest Payments (17,125)                   

Federal and State Grant Receipts 652,794                  

Net Cash Provided By Noncapital Financing Activities 468,226                  

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Purchase of Assets (24,802)                   

Net Cash Used For Capital and Related Financing Activities (24,802)                   

Net Decrease in Cash and Cash Equivalents (985)                         

Cash and Cash Equivalents - Beginning of the Year 77,009                     

Cash and Cash Equivalents - Ending of the Year 76,024$                  

 
 
 
 
 
 

See Accompanying Notes to the Basic Financial Statements 
 
 
 
 
 
 
 
 
 
 
 

(Continued) 
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STEAM ACADEMY OF WARREN - TRUMBULL COUNTY, OHIO  
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2017 

(Continued) 
 

Reconciliation of Operating Loss to Net Cash Used For Operating Activities

Operating Loss (1,040,684)$           

Adjustments to Reconcile Operating Loss to Net Cash Used For Operating Activities

Depreciation 16,985                     

Changes in Assets, Liabilities, and Deferred Inflows and Outflows:

(Decrease) in Receivables 6,861                       

(Increase)/ Decrease in Deferred Outflows (648,006)                 

Increase/ (Decrease) in Deferred Inflows (30,346)                   

Increase/ (Decrease) in Net Pension Liability 967,950                  

Decrease in Prepaid Expense (11,333)                   

(Decrease) in Accounts Payable, Trade (34,653)                   

Increase in Accounts Payable, Related Party 348,978                  

(Decrease) in Accrued Expense (20,161)                   

Net Cash Used For Operating Activities (444,409)$               

 
 
Non-Cash Transaction: During the fiscal year ended June 30, 2017, the Academy received a debt 
forgiveness in the amount of $88,812 from Accel Schools. This forgiveness was applied against open 
obligations of the Academy that were owed to Accel Schools. 
 
 
 
See Accompanying Notes to the Basic Financial Statements 
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NOTE 1 – DESCRIPTION OF SCHOOL 
 
The STEAM Academy of Warren (the “Academy”) is a nonprofit corporation established pursuant to Ohio 
Revised Code Chapter 3314. The Academy offers education for Ohio children in kindergarten through 
eighth grade. The Academy is independent of any school district and is nonsectarian in its programs, 
admission policies, employment practices, and all other operations. The Academy may lease or acquire 
facilities as needed and contract for any services necessary for the operation of the Academy. 
 
The Academy was initially approved for operation for a period of five academic years commencing after 
July 1, 2011 through the Portage County Educational Service Center.  In July 2015, due to the closure of 
the Sponsor, the Academy was subsequently sponsored by the Ohio Department of Education for a two-
year term ending June 30, 2017 and then for an additional three year period. The Sponsor is responsible 
for evaluating the performance of the Academy and has the authority to deny renewal of the contract at 
its expiration or terminate the contract prior to its expiration.  
 
The Academy operates under the direction of a Governing Board that consists of not less than five 
individuals who are not owners or employees, or immediate relatives or owners or employees of any for-
profit firm that operate or manage the Academy for the Governing Board. The Board is responsible for 
carrying out the provisions of the contract that include, but are not limited to, state-mandated provisions 
regarding student population, curriculum, academic goals, performance standards, admission standards, 
and qualifications of teachers.   
 
The Academy contracts with Accel Schools for management services including management of personnel 
and human resources, the program of instruction, technology, marketing, data management, purchasing, 
strategic planning, public relations, financial reporting, recruiting, compliance issues, budgets, contracts, 
and equipment and facilities.  
 

NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The financial statements of the Academy have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards 
Board (GASB) is the accepted standard-setting body for establishing governmental accounting and 
financial reporting principles. The more significant of the Academy’s accounting policies are described 
below. 
 
Basis of Presentation - The Academy’s basic financial statements consist of a statement of net position; a 
statement of revenues, expenses, and changes in net position; and a statement of cash flows. The 
Academy uses a single enterprise presentation for its financial records.  Enterprise reporting focuses on 
the determination of operating income, changes in net position, financial position, and cash flows.   
 
Measurement Focus - The enterprise activity is accounted for using a flow of economic resources 
measurement focus. All assets, deferred outflows of resources, liabilities, and deferred inflows of 
resources associated with the operation of the Academy are included on the statement of net position. 
The statement of revenues, expenses, and changes in net position presents increases (e.g. revenues) and 
decreases (e.g. expenses) in net position.  The statement of cash flows reflects how the Academy finances 
meet its cash flow needs.  
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Basis of Accounting - Basis of accounting determines when transactions are recorded in the financial 
records and reported on the financial statements.  The Academy’s financial statements are prepared using 
the accrual basis of accounting. Revenue resulting from exchange transactions, in which each party gives 
and receives essentially equal value, is recorded on the accrual basis when the exchange takes place. 
Revenue resulting from nonexchange transactions, in which Academy receives value without directly 
giving equal value in return, such as grants and entitlements, are recognized in the period in which all 
eligibility requirements have been satisfied. Eligibility requirements include timing requirements, which 
specify the period when the resources are required to be used or the period when use is first permitted, 
matching requirements, in which the Academy must provide local resources to be used for a specified 
purpose, and expenditure requirements, in which the resources are provided to the Academy on a 
reimbursement basis.  Expenses are recognized at the time they are incurred. 
  
Budgetary Process - Unlike other public schools located in the State of Ohio, community schools are not 
required to follow budgetary provision set forth in the Ohio Revised Code Chapter 5705, other than the 
development of a five-year forecast. The Academy’s contract with its sponsor also requires an annual 
financial plan.   
 
Cash and Cash Equivalents - Cash received by the Academy is reflected as “Cash and Cash Equivalents” 
on the statement of net position.  The Academy had no investments during the fiscal year ended June 30, 
2017. 
 
Prepaid Items - The Academy records payments made to vendors for services that will benefit periods 
beyond June 30, 2017, as prepaid items using the consumption method. A current asset for the prepaid 
amount is recorded at the time of the purchase and an expense is reported in the year in which services 
are consumed. 
 
Capital Assets - The Academy’s capital assets during the year ended June 30, 2017 consisted of computers, 
furniture, leasehold improvements, and other equipment.  All capital assets are capitalized at cost and 
updated for additions and retirements during the fiscal year.  Donated capital assets are recorded at their 
acquisition value as of the date received. The Academy maintains a capitalization threshold of one 
thousand five hundred dollars.  The Academy does not have any infrastructure. Improvements are 
capitalized. The costs of normal maintenance and repairs that do not add to the value of the asset or 
materially extend an asset’s life are not capitalized.   
 
All capital assets, except for construction in progress are depreciated.  Improvements are depreciated 
over the remaining useful lives of the related capital assets.  Depreciation is computed using the straight-
line method over the estimated useful life of the asset. 
 

Furniture & Equipment 5-20 years

Leasehold Improvements 15 years

Computer & Software 5 years
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Net Position - Net position represents the difference between assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources.  Net positions are reported as restricted when there are 
limitations imposed on their use either through the enabling legislation adopted by Academy or through 
external restrictions imposed by creditors, grantors, or laws or regulations of other governments.  The 
Academy applies restricted resources first when an expense is incurred for purposes for which both 
restricted and unrestricted net position are available. As of June 30, 2017, there was no net position 
restricted by enabling legislation. Net invested in capital assets of $78,772 represents capital assets minus 
accumulated depreciation. 
 
Operating Revenues and Expenses - Operating revenues are those revenues that are generated directly 
from the primary activity of the Academy.  Operating expenses are necessary costs incurred to provide 
the service that is the primary activity of the Academy.  All revenues and expenses not meeting this 
definition are reported as non-operating. 
 
Deferred Inflows and Deferred Outflows of Resources - In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of resources represent a consumption of net position that applies to a future period and will not be 
recognized as an outflow of resources (expense/expenditure) until then. For the School, deferred outflows 
of resources are reported on the statement of net position for pension. The deferred outflows of 
resources related to pension are explained in Note 10. 
 
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. These amounts are deferred and recognized as an inflow 
of resources in the period the amounts become available. Deferred inflows of resources related to pension 
are reported on the statement of net position. (See Note 10) 
 
Pensions - For purposes of measuring the net pension liability, deferred outflows of resources and 
deferred inflows of resources related to pensions and pension expense, information about the fiduciary 
net position of the pension plans and additions to/deletions from their fiduciary net position have been 
determined on the same basis as they are reported by the pension systems. For this purpose, benefit 
payments (including refunds of employee contributions) are recognized when due and payable in 
accordance with the benefit terms. The pension systems report investments at fair value. 
 
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from those estimates.  
 
Implementation of New Accounting Principles - For the fiscal year ended June 30, 2017, the Academy has 
implemented Governmental Accounting Standards Board (GASB) Statement No. 77, Tax Abatement 
Disclosures, GASB Statement No. 78, Pensions Provided through Certain Multiple-Employer Defined 
Benefit Pension Plans, GASB Statement No. 80, Blending Requirements for Certain Component Units - an 
amendment of GASB Statement No. 14 and GASB Statement No. 82, Pension Issues - an amendment of 
GASB Statements No. 67, No. 68, and No. 73. 
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Implementation of New Accounting Principles (continued) 
 
GASB Statement No. 77 requires disclosure of tax abatement information about (1) a reporting 
government’s own tax abatement agreements and (2) those that are entered into by other governments 
and that reduce the reporting government’s tax revenues. The implementation of GASB Statement No. 
77 did not have an effect on the financial statements of the Academy.  
 
GASB Statement No. 78 amends the scope of GASB Statement No. 68 to exclude certain multiple-employer 
defined benefit pension plans provided to employees of state and local governments on the basis that 
obtaining the measurements and other information required by GASB Statement No. 68 was not feasible. 
The implementation of GASB Statement No. 78 did not have an effect on the financial statements of the 
Academy. 
 
GASB Statement No. 80 amends the blending requirements for the financial statement presentation of 
component units of all state and local governments. The additional criterion requires blending of a 
component unit incorporated as a not-for-profit corporation in which the primary government is the sole 
corporate member. The implementation of GASB Statement No. 80 did not have an effect on the financial 
statements of the Academy. 
 
GASB Statement No. 82 improves consistency in the application of pension accounting. These changes 
were incorporated in the Academy’s fiscal year 2017 financial statements; however, there was no effect 
on beginning net position. 
 

NOTE 3 - DEPOSITS 
 
Custodial credit risk is the risk that, in the event of a bank failure, the Academy’s deposits may not be 
returned.  The Academy does not have a deposit policy for custodial credit risk. At June 30, 2017 the book 
balance was $76,024 and the bank balance of Academy’s deposits was $76,612. The bank balance was 
covered by federal depository insurance. There are no significant statutory restrictions regarding the 
deposit and investment of funds by the nonprofit corporation. 
  

NOTE 4 - RECEIVABLES 
 
At June 30, 2017, the Academy had receivables in the amount of $77,879. These receivables represent 
monies due from Title I, Title IIA, and IDEA funds was not received as of June 30, 2017.The receivables are 
expected to be collected within one year. 

 
 
 
 
 
 
 
 

Attachment 26: Audited Financial Statements Page 5257



STEAM ACADEMY OF WARREN - TRUMBULL COUNTY, OHIO 
 

NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2017 
 

 16 

NOTE 5 – CAPITAL ASSETS 
 
Capital asset activity for the period July 1, 2016 to June 30, 2017, was as follows: 

 
NOTE 6 – ADVANCES PAYABLE 
 

In October 2013, the Academy entered into an agreement with Charter School Capital to borrow against 

its future foundation payments. The amount borrowed was $918,650.  Total principal payments made 

during fiscal year end were $1,046,750. Total interest paid was $39,343.  
 
A summary of short-term obligations for the Academy at June 30, 2017, is as follows: 
 

 
 

 
 
 

NOTE 7 – LONG-TERM OBLIGATIONS 
 
The changes in the School’s long-term obligations during fiscal year 2017 were as follows: 

Balance Balance

06/30/16 Additions Deletions 06/30/17

Capital Assets:

Computers & Software 55,988$        24,802$        -$               80,790$         

Furniture & Equipment 5,451           -                  -                5,451            

Leasehold Improvements 40,658         -                  -                40,658           

Total Capital Assets 102,097        24,802          -                126,899         

Less Accumulated Depreciation:

Computers & Software (21,171)        (14,893)         -                (36,064)          

Furniture & Equipment (5,451)          -                  -                (5,451)           

Leasehold Improvements (4,520)          (2,092)          -                (6,612)           

Total Accumulated Depreciation (31,142)        (16,985)         -                (48,127)          

Total Capital Assets, Net 70,955$        7,817$          -$               78,772$         

Balance 

6/30/2016 Additions Reductions

Balance 

6/30/2017

Charter School Capital 352,400$        918,650$        (1,046,750)$   224,300$        

Balance 

6/30/2016 Additions Reductions

Balance 

6/30/2017

Due within 

One Year

Net Pension Liability:

STRS 1,792,010$   996,085$       -$           2,788,095$       -$             

SERS 367,147        -               (28,135)       339,012           -              

Total Net Pension Liability 2,159,157     996,085         (28,135)       3,127,107         -              

Accel Schools - Notes Payable 684,975        -               -             684,975           -              

Total Long-Term Obligations 2,844,132$   996,085$       (28,135)$     3,812,082$       -$             
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NOTE 7 – LONG-TERM OBLIGATIONS (continued) 
 
During the fiscal year ended June 30, 2016, the Academy negotiated with its new management company, 
Accel Schools, to reclassify certain related party accounts payable and long-term obligations held by the 
former management company, Mosaica Education into a single note in the amount of $684,975. This is 
an interest only note with a balloon payment at the end of the term of twenty-five years. Under this 
agreement, Accel forgave $500,000 worth of related party accounts payable and long-term obligations 
including the $39,000 balance previously due on a promissory note to Mosaica during the year ended June 
30, 2016.  
 

   

Note Payable - Accel Schools 
  

    Principal Interest  

 2018            $        -    17,235  

 2019                      -    17,235  

 2020                      -                                17,235  

 2021                      -      17,235  

 2022                      -       17,235  

  2023-2027                      -      85,622  

 2028-2030                684,975   51,705  

 Total            $    684,975  $229,055  

 
NOTE 8 – RISK MANAGEMENT 
 
The Academy is exposed to various risks of loss related to torts; theft of, damage to, and destruction of 
assets; errors and omissions; injuries to employees; and natural disasters.  During fiscal year 2017, the 
Academy contracted with Pashley Insurance Agency to provide insurance coverage with the Hartford 
Casualty Insurance Company.  
 

General Liability:

Each Occurrence 1,000,000$  

Aggregate Limit 2,000,000    

Products - Completed Operations Aggregate Limit 2,000,000    

Medical Expense Limit - Any One Person/Occurrence 15,000         

Damage to Rented Premises - Each Occurrence 500,000       

Personal and Advertising Injury 1,000,000    

Automobile Liability:

Bodily Injury Limit 1,000,000    

Excess/Umbrella Liability:

Each Occurrence 8,000,000    

Aggregate Limit 8,000,000    

Excess/Umbrella Liability:

Building & BPP 8,896,500    

 
Settled claims have not exceeded this commercial coverage in the past three years, nor has there been 
reduction in insurance coverage throughout the year. 
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NOTE 9 – PURCHASED SERVICES 
 
For the period July 1, 2016 through June 30, 2017, purchased service expenses were as follows: 

 
Purchased Services Amount

Personnel Services $1,470,173

Contractual Trade 126,040

Property Services 418,202

   Utilities 42,246

Communications 14,531

Professional and Technical 394,266

Travel & Meetings 2,623

Pupil Transportation 20,347

Total $2,488,428

 
NOTE 10 – DEFINED BENEFIT PENSION PLANS 
  
Net Pension Liability - The net pension liability reported on the statement of net position represents a 
liability to employees for pensions. Pensions are a component of exchange transactions—between an 
employer and its employees—of salaries and benefits for employee services.  Pensions are provided to an 
employee—on a deferred-payment basis—as part of the total compensation package offered by an 
employer for employee services each financial period.  The obligation to sacrifice resources for pensions 
is a present obligation because it was created as a result of employment exchanges that already have 
occurred. 
 
The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   
 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which pensions are financed; however, the 
Academy does receive the benefit of employees’ services in exchange for compensation including 
pension.  
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State legislature.  Any resulting legislative change to benefits or funding could 
significantly affect the net pension liability.  Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Net Pension Liability (continued) 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability 
on the accrual basis of accounting.  Any liability for the contractually-required pension contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   
 
School Employees Retirement System (SERS) 
 
Plan Description – The Academy non-teaching employees participate in SERS, a cost-sharing multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability and 
survivor benefits, annual cost-of-living adjustments, and death benefits to plan members and 
beneficiaries.  Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  
SERS issues a publicly available, stand-alone financial report that includes financial statements, required 
supplementary information and detailed information about SERS’ fiduciary net position.  That report can 
be obtained by visiting the SERS website at www.ohsers.org under Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 
 

 
   

Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
One year after an effective benefit date, a benefit recipient is entitled to a three percent cost-of-living 
adjustment (COLA).  This same COLA is added each year to the base benefit amount on the anniversary 
date of the benefit. 

 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the School is required to contribute 14 percent of annual covered payroll.  The contribution requirements 
of plan members and employers are established and may be amended by the SERS’ Retirement Board up 
to statutory maximum amounts of 10 percent for plan members and 14 percent for employers.  The 
Retirement Board, acting with the advice of the actuary, allocates the employer contribution rate among 
four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care 
Fund).  For the fiscal year ended June 30, 2017, the allocation to pension, death benefits, and Medicare B 
was 14 percent.  SERS did not allocate any employer contributions to the Health Care Fund for fiscal year 
2017. 
 
The Academy’s contractually required contribution to SERS was $22,115 for fiscal year 2017.   

Eligible to Retire before Eligible to Retire on or after

August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or

Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
State Teachers Retirement System (STRS) 
 
Plan Description – Academy licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307.  
The DB plan offers an annual retirement allowance based on final average salary multiplied by a 
percentage that varies based on years of service.  Effective August 1, 2015, the calculation was 2.2 percent 
of final average salary for the five highest years of earnings multiplied by all years of service. Members 
are eligible to retire at age 60 with five years of qualifying service credit, or at age 55 with 26 years of 
service, or 31 years of service regardless of age.  Eligibility changes will be phased in until August 1, 2026, 
when retirement eligibility for unreduced benefits will be five years of service credit and age 65, or 35 
years of service credit and at least age 60. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination 
of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   

 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
Member contributions to the DC Plan are allocated among investment choices by the member, and 
contributions to the DB Plan from the employer and the member are used to fund the defined benefit 
payment at a reduced level from the regular DB Plan. The defined benefit portion of the Combined Plan 
payment is payable to a member on or after age 60 with five years of service. The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity 
after termination of employment at age 50 or later. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another STRS plan.  The optional annuitization of a member’s defined contribution account or the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of investment gain or loss on the account.  STRS has therefore included all three plan 
options as one defined benefit plan for GASB 68 reporting purposes. 
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
State Teachers Retirement System (STRS) - continued 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2017, plan members were required to contribute 14 percent of their annual covered salary. The School 
was required to contribute 14 percent; the entire 14 percent was the portion used to fund pension 
obligations.  The fiscal year 2017 contribution rates were equal to the statutory maximum rates. 
 
The Academy’s contractually required contribution to STRS was $105,208 for fiscal year 2017.   
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions - The net pension liability was measured as of June 30, 2016, and the total 
pension liability used to calculate the net pension liability was determined by an independent actuarial 
valuation as of that date. The Academy's employer allocation percentage of the net pension liability was 
based on the employer’s share of employer contributions in the pension plan relative to the total 
employer contributions of all participating employers. Following is information related to the 
proportionate share and pension expense: 
 

 
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, changes in assumptions and changes in the Academy’s proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods. The difference between projected and actual investment 
earnings is recognized in pension expense using a straight line method over a five year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight line method. Employer 
contributions to the pension plan subsequent to the measurement date are also required to be reported 
as a deferred outflow of resources.  

STRS SERS Total

Proportionate Share of the Net 

  Pension Liability 2,788,095$          339,012$            3,127,107$         

Proportion of the Net Pension Liability:

Current Measurement Date 0.00832938% 0.00463190%

Prior Measurement Date 0.00648408% 0.00643430%

Change in Proportionate Share 0.00184530% -0.00180240%

Pension Expense 408,321$             8,602$               416,923$           
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions (continued) 
 
At June 30, 2017, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  

 
 

$127,323 reported as deferred outflows of resources related to pension resulting from Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2018.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to pension will be recognized in pension expense as follows: 
 

 
 
Actuarial Assumptions – SERS - SERS’ total pension liability was determined by their actuaries in accordance 
with GASB Statement No. 67, as part of their annual actuarial valuation for each defined benefit 
retirement plan.  Actuarial valuations of an ongoing plan involve estimates of the value of reported 
amounts (e.g., salaries, credited service) and assumptions about the probability of occurrence of events 
far into the future (e.g., mortality, disabilities, retirements, employment termination).  Actuarially 
determined amounts are subject to continual review and potential modifications, as actual results are 
compared with past expectations and new estimates are made about the future. 
 

 

STRS SERS Total

Deferred Outflows of Resources

Differences between Expected and 

  Actual Experience 112,654$             4,573$               117,227$           

Net Difference between Projected and 

  Actual Earnings on Pension Plan Investments 231,486 27,966 259,452

Changes of Assumptions -                      22,631 22,631

Changes in Proportion and Differences between 

  Academy Contributions and Proportionate  

  Share of Contributions 601,624 -                    601,624

Academy Contributions Subsequent to the 

  Measurement Date 105,208 22,115 127,323

Total Deferred Outflows of Resources 1,050,972$          77,285$             1,128,257$         

Deferred Inflows of Resources

Changes in Proportion and Differences between 

  Academy Contributions and Proportionate  

  Share of Contributions -$                    72,010$             72,010$             

STRS SERS Total

Fiscal Year Ending June 30:

2018 221,531$             (12,707)$            208,824$           

2019 221,531 (12,726) 208,805

2020 310,358 553 310,911

2021 192,344 8,040 200,384

945,764$             (16,840)$            928,924$           
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – SERS (continued) 

 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point.  The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant.  In many cases actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2016, are presented below: 
 

Wage Inflation 3.00 percent

Future Salary Increases, including inflation 3.50 percent to 18.20 percent

COLA  or Ad Hoc COLA 3.00 percent

Investment Rate of Return 7.50 percent net of investments expense, including inflation

Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)

 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection and a five year age set-back for both males and females.  Mortality among 
service retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection with Scale BB, 120 percent of male rates and 110 percent of female rates.  
Mortality among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 percent 
for male rates and 100 percent for female rates, set back five years is used for the period after disability 
retirement.  
 
The actuarial assumptions used in the June 30, 2016 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, payroll 
growth assumption and assumed real wage growth were reduced in the June 30, 2016 actuarial valuation.  
The rates of withdrawal, retirement and disability updated to reflect recent experience and mortality rates 
were also updated. 
 
The long-term return expectation for the Pension Plan Investments has been determined by using a 
building-block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating an arithmetic weighted average of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the expected return from rebalancing uncorrelated asset classes. The target allocation and best estimates 
of arithmetic real rates of return for each major assets class are summarized in the following table: 
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – SERS (continued) 

 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute.  Projected inflows from investment earnings were calculated using the long-term assumed 
investment rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of projected 
benefits to determine the total pension liability.   
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the Academy’s proportionate share of the net pension liability calculated 
using the discount rate of 7.50 percent, as well as what each plan’s net pension liability would be if it were 
calculated using a discount rate that is one percentage point lower (6.50 percent), or one percentage 
point higher (8.50 percent) than the current rate. 
  

 
 
Actuarial Assumptions – STRS - The total pension liability in the June 30, 2016, actuarial valuation was 
determined using the following actuarial assumptions, applied to all periods included in the 
measurement:  
 

 
  

1% Decrease

(6.50%)

Current 

Discount Rate

(7.50%)

1% Increase 

(8.50%)

Academy's Proportionate Share

  of the Net Pension Liability 448,831$             339,012$            247,089$           
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – STRS (continued) 
 
Mortality rates were based on the RP-2000 Combined Mortality Table (Projection 2022—Scale AA) for 
Males and Females.  Males’ ages are set-back two years through age 89 and no set-back for age 90 and 
above.  Females younger than age 80 are set back four years, one year set back from age 80 through 89 
and no set back from age 90 and above.   

 
Actuarial assumptions used in the June 30, 2016, valuation are based on the results of an actuarial 
experience study, effective July 1, 2012. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
 

 
 

*10-year annualized geometric nominal returns, which include the real rate of return and inflation of 2.50 
percent and does not include investment expenses. The total fund long-term expected return reflects 
diversification among the asset classes and therefore is not a weighted average return of the individual 
asset classes.  

 
Discount Rate The discount rate used to measure the total pension liability was 7.75 percent as of June 
30, 2016. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate increases 
described above. For this purpose, only employer contributions that are intended to fund benefits of 
current plan members and their beneficiaries are included.  Projected employer contributions that are 
intended to fund the service costs of future plan members and their beneficiaries, as well as projected 
contributions from future plan members, are not included.  Based on those assumptions, STRS’ fiduciary 
net position was projected to be available to make all projected future benefit payments to current plan 
members as of June 30, 2016.  Therefore, the long-term expected rate of return on pension plan 
investments of 7.75 percent was applied to all periods of projected benefit payment to determine the 
total pension liability as of June 30, 2016. 
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the Academy's proportionate share of the net pension liability as of 
June 30, 2016, calculated using the current period discount rate assumption of 7.75 percent, as well as 
what the School's proportionate share of the net pension liability would be if it were calculated using a 
discount rate that is one-percentage-point lower (6.75 percent) or one-percentage-point higher (8.75 
percent) than the current rate: 

 
 
Changes Between Measurement Date and Report Date In March 2017, the STRS Board adopted certain 
assumption changes which will impact their annual actuarial valuation prepared as of June 30, 2017.  The 
most significant change is a reduction in the discount rate from 7.75 percent to 7.45 percent.  In April 
2017, the STRS Board voted to suspend cost of living adjustments granted on or after July 1, 
2017.  Although the exact amount of these changes is not known, the overall decrease to School’s net 
pension liability is expected to be significant.  

 
NOTE 11 – POSTEMPLOYMENT BENEFITS 
 
School Employees Retirement System (SERS) 
 
Health Care Plan Description - The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non-certificated retirees and their beneficiaries.  For GASB 45 purposes, this plan is considered a 
cost-sharing, multiple-employer, defined benefit other postemployment benefit (OPEB) plan.  The Health 
Care Plan includes hospitalization and physicians’ fees through several types of plans including HMO’s, 
PPO’s, Medicare Advantage, and traditional indemnity plans as well as a prescription drug program. The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Health care is financed through a combination of employer contributions and 
retiree premiums, copays and deductibles on covered health care expenses, investment returns, and any 
funds received as a result of SERS’ participation in Medicare programs. Active employee members do not 
contribute to the Health Care Plan.  Retirees and their beneficiaries are required to pay a health care 
premium that varies depending on the plan selected, the  number of qualified years of service, Medicare 
eligibility and retirement status. 
 
 
 
 
 
 

1% Decrease

(6.75%)

Current 

Discount Rate

(7.75%)

1% Increase 

(8.75%)

Academy's Proportionate Share

  of the Net Pension Liability 3,705,151$          2,788,095$         2,014,503$         
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 
School Employees Retirement System (SERS) – continued 
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required basic benefits, the Retirement Board 
allocates the remainder of the employer contribution of 14 percent of covered payroll to the Health Care 
Fund. For fiscal year 2017, SERS did not allocate any employer contributions to the Health Care fund.   In 
addition, employers pay a surcharge for employees earning less than an actuarially determined minimum 
compensation amount, pro-rated according to service credit earned. For fiscal year 2017, this amount was 
$23,500.  Statutes provide that no employer shall pay a health care surcharge greater than 2 percent of 
that employer’s SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the 
total statewide SERS-covered payroll for the health care surcharge. For fiscal year 2017, the Academy’s 
surcharge obligation was $2,398. 
 
For fiscal years 2016 and 2017, SERS did not allocate employer contributions to the Health Care fund.  The 
Academy’s contributions for health care for the fiscal year ended June 30, 2015, was $1,588. The full 
amount has been contributed for fiscal year 2015. 
 
State Teachers Retirement Systems (STRS) 

 
Plan Description – The Academy participates in the cost-sharing multiple-employer defined benefit Health 
Plan administered by the State Teachers Retirement System of Ohio (STRS) for eligible retirees who 
participated in the defined benefit or combined pension plans offered by STRS.  Ohio law authorizes STRS 
to offer this plan.  Benefits include hospitalization, physicians’ fees, prescription drugs and reimbursement 
of monthly Medicare Part B premiums.  The Plan is included in the report of STRS which can be obtained 
by visiting www.strsoh.org or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS Ohio to offer the Plan and gives the 
Retirement Board authority over how much, if any, of the health care costs will be absorbed by STRS.  
Active employee members do not contribute to the Health Care Plan.  All benefit recipients, for the most 
recent year, pay a monthly premium.  Under Ohio law, funding for post-employment health care may be 
deducted from employer contributions.  For fiscal years 2017, 2016 and 2015, STRS did not allocate any 
employer contributions to post-employment health care; therefore, the Academy did not contribute to 
health care in the last three fiscal years. 
 

NOTE 12 - CONTINGENCIES 
 
Grants - The Academy received financial assistance from federal and state agencies in the form of grants.  
The disbursement of funds received under these programs generally requires compliance with terms and 
conditions specified in the grant agreements and are subject to audit by the grantor agencies.  Any 
disallowed claims resulting from such audits could become a liability of the Academy.  However, in the 
opinion of management, any such disallowed claims will not have a material adverse effect on the overall 
financial position of the Academy at June 30, 2017. 
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NOTE 12 – CONTINGENCIES (continued) 
 
Litigation - There are currently no matters in litigation with the School as defendant. 
 
Full-Time Equivalency - School foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  
 

Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE did not perform such a review on the Academy for fiscal year 2017.   
 
As of the date of this report, additional ODE adjustments for fiscal year 2017 are not finalized.  As a result, 
the impact of future FTE adjustments on the fiscal year 2017 financial statements is not determinable, at 
this time. Management believes this may result in either an additional receivable to, or a liability of, the 
Academy. 
 
In addition, the Academy’s contracts with their Sponsor and Management Company require payment 
based on revenues received from the State.  As discussed above, additional FTE adjustments for fiscal year 
2017 are not finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 2017 
financial statements, related to additional reconciliation necessary with these contracts, is not 
determinable.  Management believes this may result in either an additional receivable to, or liability of, 
the Academy.   
 

NOTE 13 – BUILDING LEASES 
 
The Academy entered into a 10-year lease agreement in July 2011 to lease a building from Warren-Elm 
Facilities, LLC, a wholly owned subsidiary of Mosaica Education, Inc. for the use of the building and grounds 
as a school facility.  In 2015, Accel Schools, LLC assumed the lease as part of its purchase of the assets of 
Mosaica Education, Inc. Accel Schools is a related party. The lease term ends on June 30, 2021. The initial 
annual base rent was $300,000 and has scheduled increases every two years based on the consumer price 
index. Under the lease agreement, the Academy is responsible for payment of all utilities, repairs and 
maintenance and property taxes. The building approximates 59,000 square feet. Rent expense for the 
year ended June 30, 2017 was $327,699.   
 
On July 1, 2017, the Academy signed a new lease with Global School Properties Ohio, LLC under which 
future base rent payments to the landlord will be calculated as 12.5% of State Aid (defined as the State 
base per pupil allocation for each student enrolled on an FTE basis) plus 100% of the Facility Funding 
received by the Academy from the State of Ohio.    
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NOTE 14 - SPONSOR 
 
The Academy operates a contract with its sponsor, Ohio Department of Education a period of two 
academic years commencing July of 2015. At the end of fiscal year 2017, the Academy was renewed for 
an additional three year period. As part of this contract, the Sponsor is entitled to 3% of the total state 
foundation funds. Total amount due and paid for fiscal year 2017 was $43,646.  
 

NOTE 15 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES 
 
The Academy entered into an agreement with Accel Schools, a management company, to provide legal, 
financial, and other management support services for fiscal year 2017. The agreement was for a period of 
five years beginning July 1, 2016. Management fees are calculated as 12.5% of the School’s State Revenue, 
plus $20,000 for managing Federal Funds. The total amount due from the School for the fiscal year ending 
June 30, 2017 was $201,819 and is included under “Purchased Services” on the Statement of Revenues, 
Expenses and Changes in Net Position. 
 
Also per the management agreement there are expenses that will be billed to the Academy based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of Accel employees working 
in at the Academy and other costs related to providing education and administrative services. The total 
amount billed to the Academy inclusive of management fees during fiscal year 2017 was $1,774,841. 
 
The following table is a summary of the management company expenses during fiscal year 2017: 
 

 
 
Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro-rated based on 
full time equivalent (FTE) head count as of June 30, 2017 by each school it manages.  
 

 
 
 
 
 

Regular Instruction

(1100 Function 

Codes)

Special Instruction

(1200 Function 

Codes)

Support Services

(2000 Function 

Codes)

Total

1100 1200 2000

Direct Expenses: 

Salaries & Wages (100 Object Codes) 100 667,132$                58,636$                  171,971$                897,739$                

Employees’ Benefits (200 Object Codes) 200 204,328$                21,284$                  45,990$                  271,601$                

Professional & Technical Services (410 Object Codes) 410 26,431$                  26,431$                  

Property Services (420 Object Codes) 420 328,679$                328,679$                

Communications (440 Object Codes) 440 1,388$                    1,388$                    

Other Supplies (510 Object Codes) 510 29,350$                  710$                       30,060$                  

Total Direct Expenses 900,810$                79,920$                  575,169$                1,555,898$             

Indirect Expenses:  

Overhead 20,888$                  20,888$                  

  

Total Expenses 900,810$                79,920$                  596,057$                1,576,786$             
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NOTE 16 – MANAGEMENT’S PLAN 
 

For fiscal year 2017, the Academy had a change in net position deficit of $(339,853) and a net position 
deficit of $(3,271,614). The Academy’s net deficit in fiscal year 2017 was a decline from the $(2,931,761) 
net deficit in fiscal 2016. Enrollment decreased from approximately 233 students in fiscal 2016 to 175 
students in fiscal 2017.  The capacity of the Academy’s facility is approximately 500 students. Maintaining 
a stable administrative and instructional team along with active advertising via print, radio, mailings and 
through referrals of current parents is anticipated to help produce the likelihood of future enrollment 
growth leading to surpluses and provide an opportunity for the school to recover from its prior deficits.  
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2017 2016 2015 2014

Academy's Proportion of the Net Pension Liability 0.00463190% 0.00643430% 0.00644600% 0.00644600%

Academy's Proportionate Share of the Net Pension Liability 339,012$       367,147$         326,228$         383,323$         

Academy's Covered Payroll 190,971$       193,705$         189,206$         113,425$         

Academy's Proportionate Share of the Net Pension Liability 177.52% 189.54% 172.42% 337.95%

as a Percentage of its Covered-Employee Payroll

Plan Fiduciary Net Position as a Percentage of the 62.98% 69.16% 71.71% 65.52%

Total Pension Liability

(1) Information prior to 2014 is not available.

The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

School Employees Retirement System (SERS)

Changes of Benefit Terms: None. 

· Discount rate from 7.75% to 7.50%

· Assumed rate of inflation from 3.25% to 3.00%

· Payroll growth assumption from 4.00% to 3.50%

· Assumed real wage growth from 0.75% to 0.50%

Notes:

Changes of Assumptions: Amounts reported in 2017 reflect an adjustment of the rates of withdrawal, retirement and disability to more closely 

reflect actual experience and the expectation of retired life mortality was based on RP-2014 Blue Collar Mortality Tables and RP-2000 

Disabled Mortality Table. The following reductions were also made to the actuarial assumptions:
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2017 2016 2015 2014

Academy's Proportion of the Net Pension Liability 0.00832938% 0.00648408% 0.00532022% 0.00532022%

Academy's Proportionate Share of the Net Pension Liability 2,788,095$    1,792,010$   1,294,062$    1,541,478$    

Academy's Covered Payroll 726,857$      676,507$      585,392$      527,146$      

Academy's Proportionate Share of the Net Pension Liability 383.58% 264.89% 221.06% 292.42%

as a Percentage of its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the 66.80% 72.10% 74.70% 69.30%

Total Pension Liability

(1) Information prior to 2014 is not available.

The amount s presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year. 
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2017 2016 2015 2014 2013 2012

Contractually Required Contribution 22,115$    26,736$    25,530$    26,224$    15,698$   11,346$   

Contributions in Relation to the Contractually 

Required Contribution (22,115)$   (26,736)$   (25,530)$   (26,224)$   (15,698)$  (11,346)$  

Contribution Deficiency (Excess) -$         -$         -$         -$         -$        -$        

Academy's Covered Payroll 157,964$  190,971$  193,705$  189,206$  113,425$ 84,357$   

Contributions as a Percentage of

Covered Payroll 14.00% 14.00% 13.18% 13.86% 13.84% 13.45%

(1) Information prior to 2012 is not available
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2017 2016 2015 2014 2013 2012

Contractually Required Contribution 105,208$   101,760$   94,711$    76,101$    68,529$    65,730$   

Contributions in Relation to the Contractually 

Required Contribution (105,208)$  (101,760)$  (94,711)$   (76,101)$   (68,529)$   (65,730)$  

Contribution Deficiency (Excess) -$          -$          -$         -$         -$         -$        

Academy's Covered Payroll 751,486$   726,857$   676,507$  585,392$  527,146$  505,615$ 

Contributions as a Percentage of

Covered Payroll 14.00% 14.00% 14.00% 13.00% 13.00% 13.00%

(1) Information prior to 2012 is not available
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December 26, 2017 
 
To the Board of Directors 
STEAM Academy of Warren 
Trumbull County, Ohio 
261 Elm Road NE 
Warren, Ohio 44483 

 
 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the STEAM Academy of Warren, Trumbull 
County, Ohio (the “Academy”) as of and for the year ended June 30, 2017, and the related notes to the financial 
statements, which collectively comprise the Academy’s basic financial statements, and have issued our report 
thereon dated December 26, 2017, in which we noted the Academy has suffered recurring losses from operations 
and has a net position deficit of $3,271,614, including the net effect of net pension liability and related accruals 
totaling $2,070,860, that raises substantial doubt about its ability to continue as a going concern.  
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the Academy's internal control 
over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of the Academy’s internal control. Accordingly, we do not express an 
opinion on the effectiveness of the Academy’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance.  
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Independent Auditor’s Report on Internal Control over Financial Reporting  
   and on Compliance and Other Matters Based on an Audit of  
   Financial Statements Performed in Accordance with  

Government Auditing Standards 

Page 2 of 2 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified. 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Academy's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of 
our tests disclosed no instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 

 
 
 
 

Cambridge, Ohio 
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Board of Education 
STEAM Academy of Warrensville Heights 
4700 Richmond Road 
Warrensville Heights, Ohio 44128 
 
 
We have reviewed the Independent Auditor’s Report of the STEAM Academy of Warrensville 
Heights, Cuyahoga County, prepared by Rea & Associates, Inc., for the audit period July 1, 2018 
through June 30, 2019.  Based upon this review, we have accepted these reports in lieu of the 
audit required by Section 117.11, Revised Code.  The Auditor of State did not audit the 
accompanying financial statements and, accordingly, we are unable to express, and do not 
express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The STEAM Academy of Warrensville Heights is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
January 17, 2020  
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December 22, 2019 
 
To the Board of Directors 
STEAM Academy of Warrensville Heights 
Cuyahoga County, Ohio 
4700 Richmond Road 
Warrensville Heights, Ohio 44131 
 

INDEPENDENT AUDITOR'S REPORT 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the STEAM Academy of Warrensville 
Heights, Cuyahoga County, Ohio, (the “Academy”) as of and for the year ended June 30, 2019, and the 
related notes to the financial statements, which collectively comprise the Academy’s basic financial 
statements as listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the Academy’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Academy’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
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Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the STEAM Academy of Warrensville Heights, Cuyahoga County, Ohio, as of June 
30, 2019, and the changes in its financial position and its cash flows for the year then ended in accordance 
with accounting principles generally accepted in the United States of America. 
 
Emphasis of a Matter  
 
The accompanying financial statements have been prepared assuming the Academy will continue as a 
going concern. As disclosed in Note 17 to the financial statements, the Academy has suffered recurring 
losses from operations and has a net position deficit of $1,806,749 that raises substantial doubt about its 
ability to continue as a going concern. This deficit net position includes the effect of the net pension 
liability, net OPEB asset/liability and related accruals totaling $808,148. Note 17 describes management’s 
plan regarding these issues. The financial statements do not include any adjustments that might result 
from the outcome of this uncertainty. Our opinion is not modified with respect to this matter. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the Academy's Proportionate Share of the Net Pension Liability, 
Schedule of the Academy’s Contributions-Pension, Schedule of the Academy’s Proportionate Share of the 
Net OPEB Asset/Liability, and the Schedule of the Academy’s Contributions - OPEB as listed in the table 
of contents, be presented to supplement the basic financial statements. Such information, although not a 
part of the basic financial statements, is required by the Governmental Accounting Standards Board who 
considers it to be an essential part of financial reporting for placing the basic financial statements in an 
appropriate operational, economic, or historical context. We have applied certain limited procedures to 
the required supplementary information in accordance with auditing standards generally accepted in the 
United States of America, which consisted of inquiries of management about the methods of preparing the 
information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic 
financial statements. We do not express an opinion or provide any assurance on the information because 
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance.  
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Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated December 22, 
2019 on our consideration of the Academy’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the Academy’s internal control over financial reporting or on compliance. That report is 
an integral part of an audit performed in accordance with Government Auditing Standards in considering 
the Academy’s internal control over financial reporting and compliance. 
 
 
 
 
 

Cambridge, Ohio 
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STEAM ACADEMY OF WARRENSVILLE HEIGHTS ‐ CUYAHOGA COUNTY, OHIO 
 
MANAGEMENT’S DISCUSSION AND ANALYSIS 
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The discussion and analysis of the STEAM Academy of Warrensville Heights’  (the “Academy”) financial 
performance provides an overall review of the Academy’s financial activities for the fiscal year ended June 
30, 2019. The intent of this discussion and analysis is to look at the Academy’s financial performance as a 
whole.  Readers  should  also  review  the  financial  statements  and  notes  to  the  financial  statements  to 
enhance their understanding of the Academy’s financial performance.  
 

FINANCIAL HIGHLIGHTS 
 
Key highlights for fiscal year 2019 are as follows: 
 

 Net position decreased $197,175. 

 Operating revenues accounted for $1,619,149 of the Academy’s total revenues of $1,982,304. 

 Operating expenses accounted for $2,138,505 of the total expenses of $2,179,479.  
 

OVERVIEW OF THE FINANCIAL STATEMENTS 
 
The  financial  report  consists  of  three  parts;  required  supplemental  information,  the  basic  financial 
statements, and the notes to the financial statements. These statements are organized so the reader can 
understand  the  financial  position  of  the  Academy.  Enterprise  accounting  uses  a  flow  of  economic 
resources measurement  focus. With  this measurement  focus,  all  assets  and  all  deferred  outflows  of 
resources and all  liabilities and all deferred  inflows of resources are  included on the statement of net 
position.  The  statement  of  net  position  answers  the  question  of  how  well  the  Academy  performed 
financially  during  2019.    The  statement  of  revenues,  expenses,  and  changes  in  net  position  presents 
increases  (e.g.,  revenues) and decreases  (e.g., expenses)  in net position.   The statement of cash flows 
reflects how the Academy finances and meets its cash flow needs.  Finally, the notes to the basic financial 
statements provide additional information that is essential to a full understanding of the data provided 
on the basic financial statements. 

 
FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE 
 
The Academy is not required to present government‐wide financial statements as the Academy is engaged 
in  only  business‐type  activities.    Therefore,  no  condensed  financial  information  derived  from  the 
governmental‐wide financial statements is included in the discussion and analysis.    
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Table 1 provides a summary of the Academy’s net position for 2019 compared to 2018:  
 

Table 1 
Statement of Net Position 

 Assets: 

   Current assets:  2019 2018

     Cash and Cash Equivalents  $                80,222   $                26,312 

     Accounts Receivable                             ‐                       76,887 

     Intergovernmental Receivable                    17,071                     38,073 

     Prepaid Expense                    53,445                     49,075 

       Total Current Assets                  150,738                   190,347 
   

 Noncurrent assets: 

     Net OPEB Asset                    82,137                                ‐ 

    Capital Assets, net of Accumulated Depreciation                    16,763                     24,556 

       Total Noncurrent Assets                    98,900                     24,556 

 Total assets                  249,638                   214,903 

 Deferred Outflows of Resources                  692,472               1,057,046 

 Liabilities: 

   Current Liabilities: 

     Accounts Payable, Trade                    46,793                     57,701 

     Accounts Payable, Related Party                  612,159                   576,325 

     Accrued Expenses                    48,535                           660 

     Advances Payable                  150,000                   229,889 

       Total Current Liabilities                  857,487                   864,575 

 Noncurrent liabilities: 

   Net Pension Liability              1,274,255               1,349,686 

   Net OPEB Liability                    73,725                   274,187 

   Noncurrent Portion of Long‐term Debt                  308,615                   308,615 

     Total Noncurrent Liabilities              1,656,595               1,932,488 

         Total Liabilities              2,514,082               2,797,063 

 Deferred Inflows of Resources                  234,777                     84,460 

 Net Position 

   Invested in Capital Assets                    16,763                     24,556 

   Unrestricted Net Position            (1,823,512)            (1,634,130)

      Total Net Position   $       (1,806,749)  $       (1,609,574)
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The Academy has adopted GASB Statement 68, “Accounting and Financial Reporting  for Pensions—an 
Amendment of GASB Statement 27,” and GASB Statement 75, “Accounting and Financial Reporting for 
Postemployment  Benefits  Other  Than  Pensions,”  which  significantly  revises  accounting  for  costs  and 
liabilities related to other postemployment benefits (OPEB).  For reasons discussed below, many end users 
of this financial statement will gain a clearer understanding of the Academy’s actual financial condition by 
adding deferred inflows related to pension and OPEB, the net pension liability and the net OPEB liability 
to the reported net position and subtracting deferred outflows related to pension and OPEB and net OPEB 
asset. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports  prepared  in  accordance  with  generally  accepted  accounting  principles.    Prior  accounting  for 
pensions  (GASB  27)  and  postemployment  benefits  (GASB  45)  focused  on  a  funding  approach.    This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OPEB asset/liability.  GASB 68 and 
GASB 75  take  an  earnings  approach  to  pension  and OPEB  accounting;  however,  the  nature of Ohio’s 
statewide pension/OPEB plans and state law governing those systems requires additional explanation in 
order to properly understand the information presented in these statements. 

 
GASB  68  and GASB  75  require  the  net  pension  liability  and  the  net  OPEB  asset/liability  to  equal  the 
Academy’s proportionate share of each plan’s collective: 
 

1. Present  value  of  estimated  future  pension/OPEB  benefits  attributable  to  active  and  inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 

 
GASB  notes  that  pension  and  OPEB  obligations,  whether  funded  or  unfunded,  are  part  of  the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, 
and the promise of a future pension and other postemployment benefits.  GASB noted that the unfunded 
portion of this promise is a present obligation of the government, part of a bargained‐for benefit to the 
employee, and should accordingly be reported by the government as a liability since they received the 
benefit of the exchange.  However, the Academy is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement  systems  to  provide  healthcare  to  eligible  benefit  recipients.    The  retirement  systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The  employee  enters  the  employment  exchange with  the  knowledge  that  the  employer’s  promise  is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a specific, 
legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the 
unfunded  liability  of  the  pension/OPEB  plan  as  against  the  public  employer.    State  law  operates  to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the  employment  exchange  with  notice  as  to  the  law.    The  retirement  system  is  responsible  for  the 
administration of the pension and OPEB plans 
 
Most long‐term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time‐off or termination payments.  There is no repayment 
schedule  for  the net  pension  liability  or  the  net OPEB  asset/liability.    As  explained  above,  changes  in 
benefits,  contribution  rates,  and  return on  investments  affect  the balance of  these  liabilities,  but  are 
outside the control of the  local government.    In the event that contributions,  investment returns, and 
other changes are insufficient to keep up with required payments, State statute does not assign/identify 
the responsible party for the unfunded portion.  Due to the unique nature of how the net pension liability 
and  the net OPEB  liability  are  satisfied,  these  liabilities  are  separately  identified within  the  long‐term 
liability section of the statement of net position. 
 
In accordance with GASB 68 and GASB 75,  the Academy’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB asset/liability, respectively, not accounted for 
as deferred inflows/outflows.  
 
The increase in current liabilities is due primarily to amounts owed to Accel schools at year end.  
 
There was a significant change in net pension/OPEB liability/asset for the Academy. These fluctuations 
are due to changes in the actuarial liabilities/assets and related accruals that are passed through to the 
Academy’s  financial  statements.  All  components  of  pension  and  OPEB  accruals  contribute  to  the 
fluctuations  in deferred outflows/inflows and net pension/OPEB  liabilities/assets  and are described  in 
more detail in their respective notes.
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 

Statement of Revenues, Expenses and Changes in Net Position ‐ Table 2 shows the changes in Net Position 
for fiscal year 2019 and 2018, as well as a listing of revenues and expenses.   This change in Net Position 
is  important because it tells the reader that, for the Academy as a whole, the financial position of the 
Academy has improved or diminished. The cause of this may be the result of many factors, some financial, 
some  not.    Non‐financial  factors  include  the  current  laws  in  Ohio  restricting  revenue  growth,  facility 
conditions, required educational programs and other factors. Overall, the increase in Operating Revenues 
was a result of more students being enrolled over the prior year. There were also corresponding increases 
across most of the expense categories during fiscal year 2019 due to more students needing to be served 
and certain expenses being based on a percentage of revenues, which overall were higher compared to 
the prior year. In addition, purchased services increased as a result of the change in the pension/OPEB 
accruals previously discussed. 
 

Table 2 
Statement of Revenues, Expenses, and Change in Net Position 

 

 
 
 
 
 
 

 
 

2019 2018

Operating Revenues:

  State Aid 1,616,026$       1,283,343$      

  Miscellaneous 3,123                  2,163                 

     Total Operating Revenues 1,619,149         1,285,506        

Operating Expenses:

  Purchased Services 2,015,428         1,327,115        

  Depreciation 7,793                  7,793                 

  General Supplies 87,756               64,809              

  Other Operating Expenses 27,528               23,880              

    Total Operating Expenses 2,138,505         1,423,597        

      Operating Loss (519,356)           (138,091)          

Nonoperating Revenues and (Expenses):

  Federal and State Restricted Grants 363,155             275,511            

  Interest Expense (40,974)              (51,927)             

    Net Nonoperating Revenues and (Expenses) 322,181             223,584            

Change in Net Position (197,175)$           85,493$            
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CAPITAL ASSETS 
 
At the end of fiscal year 2019, the Academy had $16,763 net invested in capital assets (net of accumulated 
depreciation) for computers. The following table shows fiscal year 2019 compared to 2018:   
           

2019 2018 Change

Computer & Software 10,654$            16,411$         (5,757)$         
Furniture & Fixtures 6,109               8,145            (2,036)          

Net Capital Assets 16,763$            24,556$         (7,793)$         

Capital Assets at June 30 (Net of Depreciation)

 
 

For  further  information  regarding  the Academy’s  capital  assets,  refer  to Note  5  of  the  basic  financial 
statements.   
 

DEBT 
 
In May 2015, the Academy entered into an agreement with Charter School Capital to borrow against its 
future foundation payments. The outstanding balance at the end of fiscal year 2019 was $150,000. The 
Academy also had a long‐term Notes Payable to Accel Schools in the amount of $308,615 outstanding at 
year end.  For further information regarding the Academy’s debt, refer to Note 6 and Note 7 of the basic 
financial statements. 

 
OPERATIONS 
 
The Academy is a public school established pursuant to Ohio Revised Code Chapter 3314. The Academy 
offers education for Ohio children in kindergarten through eighth grade. The Academy is independent of 
any Academy and is nonsectarian in its programs, admission policies, employment practices, and all other 
operations. The Academy may lease or acquire facilities as needed and contract for any services necessary 
for the operation of the Academy.    
 

REQUESTS FOR INFORMATION 
 
This financial report is designed to provide our citizens, taxpayers, investors and creditors with a general 
overview of the Academy’s finances and to show the Academy’s accountability for the money it receives.  
If you have any questions concerning this report, please contact the Academy’s Fiscal Officer, C. David 
Massa of Massa Financial Solutions, LLC, 4700 Richmond Road, Warrensville Heights, OH  44128. 
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STEAM ACADEMY OF WARRENSVILLE HEIGHTS ‐ CUYAHOGA COUNTY, OHIO 
Statement of Net Position 

June 30, 2019 

Assets:

Current Assets:

    Cash and Cash Equivalents 80,222$            

    Intergovernmental Receivable 17,071

    Prepaid Expense 53,445

      Total Current Assets 150,738

Noncurrent Assets:

  Net OPEB Asset 82,137

  Capital Assets, net of Accumulated Depreciation 16,763

      Total Noncurrent Assets 98,900

Total Assets 249,638            

Deferred Outflows of Resources:

  Pension 651,003

  OPEB 41,469               

  Total Deferred Outflows of Resources 692,472            

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 46,793               

    Accounts Payable, Related Party 612,159            

    Accrued Expenses 48,535               

    Advances Payable 150,000            

       Total Current Liabilities 857,487            

Noncurrent Liabilities:

  Net Pension Liabil ity 1,274,255

  Net OPEB Liability 73,725

  Noncurrent Portion of Long‐Term Debt 308,615

    Total Noncurrent Liabilities 1,656,595

       Total Liabilities 2,514,082

Deferred Inflows of Resources:

  Pension 92,237

  OPEB 142,540            

  Total Deferred Inflows of Resources 234,777            

Net Position:

  Invested in Capital Assets 16,763

  Unrestricted Net Position (1,823,512)

  Total Net Position (1,806,749)$     

See Accompanying Notes to the Basic Financial  Statements
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STEAM ACADEMY OF WARRENSVILLE HEIGHTS ‐ CUYAHOGA COUNTY, OHIO 

 

Statement of Revenues, 
Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2019 

 

Operating Revenues:

  State Aid 1,616,026$       

  Miscellaneous 3,123

    Total Operating Revenues 1,619,149

Operating Expenses:

  Purchased Services 2,015,428

  Depreciation 7,793

  Supplies 87,756

  Other Operating Expenses 27,528

    Total Operating Expenses 2,138,505

      Operating Loss (519,356)

Non‐Operating Revenues and (Expenses):

  Federal and State Restricted Grants  363,155

  Interest Expense (40,974)             

    Net Non‐operating Revenues and (Expenses) 322,181

Change in Net Position (197,175)           

Net Position Beginning of Year (1,609,574)        

Net Position End of Year (1,806,749)$     

See Accompanying Notes to the Basic Financial Statements
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STEAM ACADEMY OF WARRENSVILLE HEIGHTS ‐ CUYAHOGA COUNTY, OHIO 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2019 

 
 

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 1,622,309$       

Other Operating Receipts 3,123                 

Cash Payments to Suppliers for Goods and Services (1,828,535)        

Net Cash Used For Operating Activities (203,103)           

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Federal and State Grant Receipts 377,876            

Charter School Capital Proceeds 824,400            

Charter School Capital Payments (904,289)           

Charter School Capital Program Fees (33,259)             

Note Payable Interest Payments (7,715)                

Net Cash Provided By Noncapital Financing Activities 257,013            

Net Increase in Cash and Cash Equivalents 53,910               

Cash and Cash Equivalents ‐ Beginning of the Year 26,312               

Cash and Cash Equivalents ‐ Ending of the Year 80,222$            

See Accompanying Notes to the Basic Financial Statements

 
 

            
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

(Continued)

 

Attachment 26: Audited Financial Statements Page 5298



14 
 

 
STEAM ACADEMY OF WARRENSVILLE HEIGHTS ‐ CUYAHOGA COUNTY, OHIO  

 
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2019 
(Continued) 

 

Reconciliation of Operating Loss to Net Cash Used For Operating Activities

Operating Loss (519,356)$         

Adjustments to Reconcile Operating Loss to 

Net Cash Used For Operating Activities:

Depreciation 7,793                 

Changes in Assets, Liabilities, and Deferred Inflows and Outflows of Resources:

(Increase)/ Decrease in Receivables 82,968               

(Increase)/ Decrease in Deferred Outflows 364,574            

Increase/ (Decrease) in Deferred Inflows 150,317            

Increase/ (Decrease) in Net Pension Liability (75,431)             

(Increase)/ Decrease in Prepaid Expense (4,370)                

Increase/(Decrease) in Accounts Payable, Trade (10,708)             

Increase/ (Decrease) in Accounts Payable, Related Party 35,834               

Increase/ (Decrease) in Accrued Expenses 47,875               

(Increase)/ Decrease in Net OPEB Asset (82,137)             

Increase/(Decrease) in Net OPEB Liability (200,462)           

Net Cash Used For Operating Activities (203,103)$         

See Accompanying Notes to the Basic Financial Statements  
 

Attachment 26: Audited Financial Statements Page 5299



STEAM ACADEMY OF WARRENSVILLE HEIGHTS ‐ CUYAHOGA COUNTY, OHIO 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2019 

 

 15

NOTE 1 – DESCRIPTION OF ACADEMY 
 
The  STEAM Academy  of Warrensville  Heights  (the  “Academy”)  is  a  nonprofit  corporation  established 
pursuant  to  Ohio  Revised  Code  Chapter  3314.  The  Academy  offers  education  for  Ohio  children  in 
kindergarten through eighth grade. The Academy is independent of any Academy and is nonsectarian in 
its programs, admission policies, employment practices, and all other operations. The Academy may lease 
or acquire facilities as needed and contract for any services necessary for the operation of the Academy.  
The  Academy  is  a  federally  recognized  501(c)  (3)  nonprofit  corporation  established  pursuant  to Ohio 
Revised Code Chapter 1702. 

The Academy was approved for operation for a period of five academic years commencing after July 1, 
2013 and ending June 30, 2018 by  the Ohio Council of Community Schools  (the “Sponsor”) which has 
subsequently  renewed an additional  five years  to 2023. The Sponsor  is  responsible  for evaluating  the 
performance of the Academy and has the authority to deny renewal of the contract at its expiration or 
terminate the contract prior to its expiration.  

The  Academy  operates  under  the  direction  of  a  Governing  Board  that  consists  of  not  less  than  five 
individuals who are not owners or employees, or immediate relatives or owners or employees of any for‐
profit firm that operate or manage the Academy for the Governing Board. The Board is responsible for 
carrying out the provisions of the contract that include, but are not limited to, state‐mandated provisions 
regarding student population, curriculum, academic goals, performance standards, admission standards, 
and qualifications of teachers.   
 
The Academy contracts with Accel Schools for management services including management of personnel 
and human resources, the program of instruction, technology, marketing, data management, purchasing, 
strategic planning, public relations, financial reporting, recruiting, compliance issues, budgets, contracts, 
and equipment and facilities.   
 

NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The  financial  statements  of  the  Academy  have  been  prepared  in  conformity with  generally  accepted 
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards 
Board  (GASB)  is  the  accepted  standard‐setting  body  for  establishing  governmental  accounting  and 
financial  reporting principles. The more significant of  the Academy’s accounting policies are described 
below. 
 
Basis of Presentation ‐ The Academy’s basic financial statements consist of a statement of net position; a 
statement  of  revenues,  expenses,  and  changes  in  net  position;  and  a  statement  of  cash  flows.  The 
Academy uses a single enterprise presentation for its financial records.  Enterprise reporting focuses on 
the determination of operating income, changes in net position, financial position, and cash flows.   
 
Measurement  Focus  ‐  The  enterprise  activity  is  accounted  for  using  a  flow  of  economic  resources 
measurement focus. All assets and all deferred outflows of resources and all  liabilities and all deferred 
inflows of resources associated with the operation of the Academy are included on the statement of net 
position.  The  statement  of  revenues,  expenses,  and  changes  in  net  position  presents  increases  (e.g. 
revenues) and decreases (e.g. expenses) in net position.  The statement of cash flows reflects how the 
Academy finances meet its cash flow needs.  
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Basis of Accounting  ‐ Basis of  accounting determines when  transactions are  recorded  in  the  financial 
records and reported on the financial statements.  The Academy’s financial statements are prepared using 
the accrual basis of accounting. Revenue resulting from exchange transactions, in which each party gives 
and  receives essentially equal value,  is  recorded on  the accrual basis when  the exchange  takes place. 
Revenue  resulting  from  nonexchange  transactions,  in which  Academy  receives  value without  directly 
giving equal value in return, such as grants and entitlements, are recognized in the period in which all 
eligibility requirements have been satisfied. Eligibility requirements include timing requirements, which 
specify the period when the resources are required to be used or the period when use is first permitted, 
matching requirements,  in which the Academy must provide local resources to be used for a specified 
purpose,  and  expenditure  requirements,  in  which  the  resources  are  provided  to  the  Academy  on  a 
reimbursement basis.  Expenses are recognized at the time they are incurred. 
   

Budgetary Process ‐ Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C). However, unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter 5705, unless specifically provided  in  the contract between the Academy and  its Sponsor. The 
contract between the Academy and its Sponsor does not require the Academy to follow the provisions 
Ohio Revised Code Chapter 5705; therefore, no budgetary information is presented in the basic financial 
statements.  

 
Cash and Cash Equivalents ‐ Cash received by the Academy is reflected as “Cash and Cash Equivalents” 
on the statement of net position.  The Academy had no investments during the fiscal year ended June 30, 
2019. 
 
Prepaid Items ‐ The Academy records payments made to vendors for services that will benefit periods 
beyond June 30, 2019, as prepaid items using the consumption method. A current asset for the prepaid 
amount is recorded at the time of the purchase and an expense is reported in the year in which services 
are consumed. 
 
Capital Assets ‐ All capital assets are capitalized at cost and updated for additions and retirements during 
the fiscal year.  Donated capital assets are recorded at their acquisition value as of the date received. The 
Academy maintains a capitalization threshold of one thousand five hundred dollars.  The Academy does 
not have any infrastructure. Improvements are capitalized. The costs of normal maintenance and repairs 
that do not add to the value of the asset or materially extend an asset’s life are not capitalized.   
 
All capital assets are depreciated.  Improvements are depreciated over the remaining useful lives of the 
related capital assets.  Depreciation is computed using the straight‐line method over the estimated useful 
life of the asset. 
 

Description Useful Lives
Computers & Software 5 years
Furniture & Equipment 5 years  
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
     

Net Position  ‐ Net position represents  the difference between assets, deferred outflows of  resources, 
liabilities, and deferred  inflows of  resources.   Net positions are reported as  restricted when  there are 
limitations imposed on their use either through the enabling legislation adopted by Academy or through 
external restrictions imposed by creditors, grantors, or laws or regulations of other governments.   The 
Academy  applies  restricted  resources  first  when  an  expense  is  incurred  for  purposes  for which  both 
restricted and unrestricted net position are available. As of  June 30, 2019,  there was no net position 
restricted  by  enabling  legislation.  Net  position  consists  of  $16,763  invested  in  capital  assets,  net  of 
accumulated depreciation. 
 
Operating Revenues and Expenses ‐ Operating revenues are those revenues that are generated directly 
from the primary activity of the Academy.  Operating expenses are necessary costs incurred to provide 
the  service  that  is  the  primary  activity  of  the Academy.    All  revenues  and  expenses  not meeting  this 
definition are reported as non‐operating. 
 
Deferred Inflows and Deferred Outflows of Resources ‐ In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of  resources  represent  a  consumption of  net  position  that  applies  to  a  future period  and will  not  be 
recognized  as  an  outflow  of  resources  (expense/expenditure)  until  then.    For  the  Academy,  deferred 
outflows of resources are reported on the statement of net position for pension and OPEB.  The deferred 
outflows of resources related to pension and OPEB plans are explained in Notes 10 and 11.  
  
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. For the Academy, deferred inflows of resources include 
pension and OPEB. These amounts are deferred and recognized as an inflow of resources in the period 
the amounts become available.   Deferred  inflows of  resources  related to pension and OPEB plans are 
reported on the statement of net position. (See Notes 10 and 11)  
 
Pensions/Other Postemployment Benefits (OPEB) 
 
For  purposes  of  measuring  the  net  pension/OPEB  asset/liability,  deferred  outflows  of  resources  and 
deferred inflows of resources related to pensions/OPEB, and pension/OPEB expense, information about 
the fiduciary net position of the pension/OPEB plans and additions to/deductions from their fiduciary net 
position have been determined on the same basis as they are reported by the pension/OPEB plan.  For 
this purpose, benefit payments (including refunds of employee contributions) are recognized when due 
and payable in accordance with the benefit terms.  The pension/OPEB plans report investments at fair 
value. 
  
Estimates  ‐  The preparation of  financial  statements  in  conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from those estimates.  
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NOTE 3 ‐ CASH AND CASH EQUIVALENTS 
 
The Academy classifies deposits by category of risk as defined in GASB Statement No.3 “Deposits with 
Financial  Institutions,  Investments  (including  Repurchase  Agreements)  and  Reverse  Repurchase 
Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk Disclosures”.  The 
Academy maintains its cash balances at Huntington Bank in Ohio. The balances are insured by the Federal 
Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account. At June 30, 2019, the book 
amount of the Academy’s deposits was $80,222 and the bank balance was $85,313. At June 30, 2019, 
none of the bank balance was exposed to custodial credit risk. 
  
NOTE 4 – RECEIVABLES 
 
At  June 30,  2019,  the Academy had  Intergovernmental Receivables,  in  the amount of $17,071.  These 
receivables represent monies due from Federal programs, which was not received as of June 30, 2019. 
The receivables are expected to be collected within one year.   
     

NOTE 5 – CAPITAL ASSETS 
 
Capital asset activity for the period July 1, 2018 to June 30, 2019, was as follows: 
 

NOTE 6 – ADVANCES PAYABLE 
 
During the fiscal year ending 2019, the Academy received working capital advances from Charter School 
Capital through a receivables purchase agreement. As the Academy receives its monthly State funding, 
these advances are repaid, however,  the Academy may elect  to  receive future advances  from Charter 
School Capital by entering into additional agreements.  The total cost of funding for the year was $33,259. 
 

 
 
 
 
 

Balance Balance

06/30/18 Additions Deletions 06/30/19

Capital Assets:

Computers & Software 28,834$          ‐$                 ‐$               28,834$           

Furniture & Equipment 10,181             ‐                    ‐                 10,181             

Total Capital Assets 39,015             ‐                    ‐                 39,015             

Less Accumulated Depreciation:

Computers & Software (12,423)           (5,757)              ‐                 (18,180)            

Furniture & Equipment (2,036)             (2,036)              ‐                 (4,072)              

Total Accumulated Depreciation (14,459)           (7,793)              ‐                 (22,252)            

Total Capital Assets, Net 24,556$          (7,793)$           ‐$               16,763$           
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NOTE 6 – ADVANCES PAYABLE (Continued) 
 
A summary of short‐term advances for the Academy at June 30, 2019, is as follows: 

 
 
 
 
 

 

 
NOTE 7 – LONG‐TERM OBLIGATIONS 
 
The changes in the Academy’s long‐term obligations during fiscal year 2019 were as follows: 

The Academy signed a promissory note in the amount of $308,615, executed in 2015, payable to Accel 
Schools,  LLC.,  a  related  party  (see  Note  15),  to  finance  outstanding  invoices  for  services  and/or 
reimbursable expenses over a 10‐year term at a fixed interest rate of 2.5%. The note is interest only unless 
the Academy is operating at a surplus. Interest on the note totaled $7,175 in 2019. 
 
The entire unpaid principal balance, together with any accrued interest and any other unpaid charges or 
fees here under, shall be due and payable on June 30, 2025 unless after date is agreed to by the parties.  
Prepayment may occur without any penalties.  In the event any default or payment on this note is not 
made at the time and in the manner required, the Academy agrees to pay any and all costs and expenses 
which may be incurred by the lender in connection with the enforcement of any of its rights under this 
note  or  under  any  such  other  instrument,  including  court  costs  and  reasonable  attorney’s  fees.  In 
addition, the Lender may increase the interest rate up to 5.00 percentage points over the current interest 
rate or any lessor amount as permitted by law. Defaults are defined as failing to make timely payments, 
failure to comply with the management agreement, falsify statements, and dissolution or insolvency. 
 
 
 
 
 
 
 

Balance 

6/30/2018 Additions Reductions

Balance 

6/30/2019

Charter School Capital 229,889$           824,400$           (904,289)$        150,000$          

Balance 

6/30/2018 Additions Reductions

Balance 

6/30/2019

Due within 

One Year

Total Pension/OPEB Liablity:

Net Pension Liability 1,349,686$      ‐$                  (75,431)$             1,274,255$          ‐$                  

Net OPEB Liablity 274,187            ‐                     (200,462)             73,725                   ‐                    

Total Pension/OPEB Liablity 1,623,873        ‐                     (275,893)             1,347,980             ‐                    

Direct Borrowing:

Accel Schools ‐ Notes Payable 308,615            ‐                     ‐                        308,615                ‐                    

Total Long‐Term Obligations 1,932,488$      ‐$                  (275,893)$           1,656,595$          ‐$                  
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NOTE 7 – LONG‐TERM OBLIGATIONS (continued) 
 
Future debt obligations are as follows: 

 

2020 ‐$                  7,715$             
2021 ‐                   7,715

2022 ‐                   7,715

2023 ‐                   7,715

2024 ‐                   7,715

2025 308,615 7,715

Total 308,615$         46,290$          

Principal Interest

Note Payable Accel Schools
Fiscal year ending 

June 30

 
 
NOTE 8 – RISK MANAGEMENT 
 
The Academy is exposed to various risks of loss related to torts; theft of, damage to, and destruction of 
assets; errors and omissions; injuries to employees; and natural disasters.  During fiscal year 2019, the 
Academy  contracted with  Brown &  Brown  to  provide  insurance  coverage with  the  Hartford  Casualty 
Insurance Company and Hanover Fire Insurance Company.  
 

General Liability:
Each Occurrence 1,000,000$  
Aggregate Limit 2,000,000    
Medical Expense Limit ‐ Any One Person/Occurrence 15,000         
Damage to Rented Premises ‐ Each Occurrence 500,000       
Personal and Advertising Injury 1,000,000    

Automobile Liability:
Bodily Injury Limit 1,000,000    

Excess/Umbrella Liability:
Each Occurrence 10,000,000  

Aggregate Limit 10,000,000  

 
Settled claims have not exceeded this commercial coverage during the past three years, nor has there 
been reduction in insurance coverage throughout the year. 
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NOTE 9 – PURCHASED SERVICES 
 
For the period July 1, 2018 through June 30, 2019, purchased service expenses were as follows: 
 

Purchased Services Amount
Personnel Services 1,117,429$     
Professional Services 436,460
Property Services 221,489

    Utilities 80,173
Travel & Meetings 1,428
Communications 48,875
Contractual Trade 109,574

Total 2,015,428$     

 
NOTE 10 – DEFINED BENEFIT PENSION PLANS   

 
Net Pension Liability 
 
The net pension liability reported on the statement of net position represents a liability to employees for 
pensions.  Pensions  are  a  component  of  exchange  transactions—between  an  employer  and  its 
employees—of salaries and benefits for employee services.  Pensions are provided to an employee—on a 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for pensions is a present obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long‐
term  variables,  including  estimated  average  life  expectancies,  earnings  on  investments,  cost  of  living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   

 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy  cannot  control  benefit  terms  or  the manner  in which  pensions  are  financed;  however,  the 
Academy  does  receive  the  benefit  of  employees’  services  in  exchange  for  compensation  including 
pension.  

 
GASB 68  assumes  the  liability  is  solely  the obligation of  the  employer,  because  (1)  they benefit  from 
employee  services;  and  (2)  State  statute  requires  all  funding  to  come  from  these  employers.    All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State  legislature.   Any resulting  legislative change to benefits or funding could 
significantly affect the net pension liability.  Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued)   
 
Net Pension Liability ‐ continued 
 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net pension liability 
on  the  accrual  basis  of  accounting.    Any  liability  for  the  contractually‐required  pension  contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   

 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Plan  Description  –  Academy  non‐teaching  employees  participate  in  SERS,  a  statewide,  cost‐sharing 
multiple‐employer  defined  benefit  pension  plan  administered  by  SERS.    SERS  provides  retirement, 
disability and survivor benefits  to plan members and beneficiaries.   Authority  to establish and amend 
benefits  is provided by Ohio Revised Code Chapter 3309.   SERS issues a publicly available, stand‐alone 
financial  report  that  includes  financial  statements,  required  supplementary  information  and  detailed 
information about SERS’ fiduciary net position.  That report can be obtained by visiting the SERS website 
at www.ohsers.org under Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 
  

 
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the  Academy  is  required  to  contribute  14  percent  of  annual  covered  payroll.    The  contribution 
requirements  of  plan  members  and  employers  are  established  and  may  be  amended  by  the  SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent for 
employers.    The  Retirement  Board,  acting  with  the  advice  of  the  actuary,  allocates  the  employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B 
Fund, and Health Care Fund).  For the fiscal year ended June 30, 2019, the allocation to pension, death 
benefits, and Medicare B was 13.5 percent.  SERS allocated 0.5 percent of employer contributions to the 
Health Care Fund for fiscal year 2019. 
 
The Academy’s contractually required contribution to SERS was $19,977 for fiscal year 2019.  
 
 
 
 
 

Eligible to Retire before Eligible to Retire on or after

August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or

Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued)   
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – Academy licensed teachers and other faculty members participate in STRS Ohio, a cost‐
sharing multiple‐employer  public  employee  retirement  system  administered  by  STRS.    STRS  provides 
retirement and disability benefits  to members and death and survivor benefits  to beneficiaries.    STRS 
issues  a  stand‐alone  financial  report  that  includes  financial  statements,  required  supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215‐3771, by calling (888) 227‐7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New  members  have  a  choice  of  three  retirement  plans;  a  Defined  Benefit  (DB)  Plan,  a  Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307. 
For the DB Plan, from August 1, 2015–July 1, 2017, any member could retire with reduced benefits who 
had (1) five years of service credit and age 60; (2) 26 years of service credit and age 55; or (3) 30 years of 
service  credit  regardless  of  age.  Effective  August  1,  2017–July  1,  2019,  any member may  retire with 
reduced benefits who has (1) five years of service credit and age 60; (2) 27 years of service credit and age 
55; or (3) 30 years of service credit regardless of age. Eligibility changes will continue to be phased in  
through August 1, 2026, when retirement eligibility for unreduced benefits will be five years of service 
credit and age 65, or 35 years of  service credit and at  least age 60. Retirement eligibility  for  reduced 
benefits will be five years of service credit and age 60, or 30 years of service credit regardless of age. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.    The  remaining 4.5 percent of  the 14 percent employer  rate  is  allocated  to  the defined 
benefit unfunded liability.  Effective July 1, 2017, employer contributions of 9.53 percent are placed in the 
investment accounts and the remaining 4.47 percent of the 14 percent employer rate is allocated to the 
defined benefit unfunded  liability. A member  is eligible  to  receive a  retirement benefit at age 50 and 
termination of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum 
withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
In the Combined Plan, member contributions are allocated among investment choices by the member, 
and employer contributions are used to fund a defined benefit payment. A member’s defined benefit is 
determined by multiplying one percent of the member’s final average salary by the member’s years of 
service credit. The defined benefit portion of the Combined Plan payment is payable to a member on or 
after age 60 with five years of service. The DC portion of the account may be taken as a  lump sum or 
converted to a lifetime monthly annuity at age 50 and termination of employment. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another  STRS plan.    The optional  annuitization of  a member’s defined  contribution account or  the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of  investment gain or  loss on the account.   STRS has therefore  included all three plan 
options as one defined benefit plan for GASB 68 reporting purposes. 
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued)   
 
Plan Description ‐ State Teachers Retirement System (STRS) – continued  
 
A DB or Combined Plan member with  five or more years of credited service who  is determined to be 
disabled  may  qualify  for  a  disability  benefit.    Eligible  survivors  of  members  who  die  before  service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance.  
 
Funding  Policy  –  Employer  and  member  contribution  rates  are  established  by  the  State  Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30,  2019,  plan members were  required  to  contribute  14  percent  of  their  annual  covered  salary.  The 
Academy was  required  to  contribute 14 percent;  the entire 14 percent was  the portion used  to  fund 
pension obligations.  The fiscal year 2019 contribution rates were equal to the statutory maximum rates. 

 
The Academy’s contractually required contribution to STRS was $84,943 for fiscal year 2019.  
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
 
The net pension liability was measured as of June 30, 2018, and the total pension liability used to calculate 
the  net  pension  liability  was  determined  by  an  independent  actuarial  valuation  as  of  that  date.  The 
Academy's employer allocation percentage of the net pension liability was based on the employer’s share 
of  employer  contributions  in  the  pension  plan  relative  to  the  total  employer  contributions  of  all 
participating  employers.  Following  is  information  related  to  the  proportionate  share  and  pension 
expense: 
 

 
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual  investment earnings, differences between expected and 
actual  actuarial  experience,  changes  in  assumptions  and  changes  in  the Academy’s  proportion of  the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense  over  current  and  future  periods.  The  difference  between  projected  and  actual  investment 
earnings is recognized in pension expense using a straight‐line method over a five‐year period beginning  

SERS STRS Total

Proportion of the Net Pension Liability

  Prior Measurement Date 0.00299500% 0.00492836%

Proportion of the Net Pension Liability

  Current Measurement Date 0.00262520% 0.00511151%

Change in Proportionate Share -0.00036980% 0.00018315%

Proportionate Share of the Net Pension

  Liability 150,350               1,123,905            1,274,255            

Pension Expense 44,121                 393,274               437,395               
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued)   
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions‐ 
continued 
 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight‐line method. Employer 
contributions to the pension plan subsequent to the measurement date are also required to be reported 
as a deferred outflow of resources.  
 
At June 30, 2019 the Academy reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  
 

 
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 8,248                   25,943                 34,191                 

Changes of assumptions 3,394                   199,178               202,572               

Net difference between projected and

  actual earnings on pension plan investments -                       -                       -                       

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 10,570                 298,750               309,320               

Academy contributions subsequent to the 

  measurement date 19,977                 84,943                 104,920               

Total Deferred Outflows of Resources 42,189                 608,814               651,003               

-                       -                       

Deferred Inflows of Resources

Differences between expected and

  actual experience -                       7,339                   7,339                   

Changes of assumptions -                       -                       -                       

Net difference between projected and

  actual earnings on pension plan investments 4,165                   68,152                 72,317                 

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 12,581                 -                       12,581                 

Total Deferred Inflows of Resources 16,746                 75,491                 92,237                 
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued)   
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions‐ 
continued 
 
$104,920  reported  as  deferred  outflows  of  resources  related  to  pension  resulting  from  Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2020.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to pension will be recognized in pension expense as follows:  
 

 
Actuarial Assumptions ‐ SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67, 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment terminations).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits  for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and  the historical pattern of  sharing benefit  costs between  the employers and plan 
members  to  that point.  The projection of benefits  for  financial  reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long‐term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the  benefits,  if  any,  paid  to  the  employee  after  termination  of  employment  until  the  death  of  the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
 
 

SERS STRS Total

Fiscal Year Ending June 30:

2020 13,403                 250,460                263,863               

2021 (1,725)                  160,529                158,804               

2022 (4,936)                  45,152                  40,216                 

2023 (1,276)                  (7,761)                   (9,037)                  

-                       

-                                             -                       

Total 5,466                   448,380                453,846               
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued)   
 
Actuarial Assumptions – SERS – continued  
 
Key  methods  and  assumptions  used  in  calculating  the  total  pension  liability  in  the  latest  actuarial 
valuation, prepared as of June 30, 2018, are presented below: 
 

 
 
For post‐retirement mortality, the table used in evaluating allowances to be paid is the RP‐2014 Blue Collar 
Mortality Table with fully generational projection and Scale BB, with 120 percent of male rates and 110 
percent of female rates used. The RP‐2000 Disabled Mortality Table with 90 percent for male rates and 
100 percent for female rates set back five years is used for the period after disability retirement.  
 
The  long‐term  return  expectation  for  the  Pension  Plan  Investments  has  been  determined  by  using  a 
building‐block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A  forecasted  rate  of  inflation  serves  as  the  baseline  for  the  return  expectation.    Various  real  return 
premiums over  the baseline  inflation  rate have been established  for  each asset  class.    The  long‐term 
expected nominal rate of return has been determined by calculating an arithmetic weighted average of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the expected return from rebalancing uncorrelated asset classes. The asset allocation, as used in the June 
30, 2015 five‐year experience study, is summarized as follows: 
 

 
 
Discount Rate Total pension liability was calculated using the discount rate of 7.50 percent. The projection 
of  cash  flows  used  to  determine  the  discount  rate  assumed  that  employers  would  contribute  the 
actuarially  determined  contribution  rate  of  projected  compensation  over  the  remaining  26‐year 
amortization  period  of  the  unfunded  actuarial  accrued  liability.  Projected  inflows  from  investment 
earnings were calculated using the long‐term assumed investment rate of return (7.50 percent). Based on 
those  assumptions,  the  plan’s  fiduciary  net  position was  projected  to  be  available  to make  all  future 
benefit payments of current plan members. Therefore, the long‐term expected rate of return on pension 
plan investments was applied to all periods of projected benefits to determine the total pension liability.  

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)
COLA or Ad Hoc COLA 2.50 percent, on and after April 1, 2018, COLA's for future retirees 

will be delayed for three years following commencement

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued)   
 
Actuarial Assumptions – SERS – continued  
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the  following table presents  the Academy’s proportionate share of  the net pension  liability calculated 
using the discount rate of 7.50 percent, as well as what the Academy’s net pension liability would be if it 
were calculated using a discount rate that is one percentage point lower (6.50 percent), or one percentage 
point higher (8.50 percent) than the current rate. 

  
 

Actuarial Assumptions ‐ STRS 
 
The  total  pension  liability  in  the  July  1,  2018  actuarial  valuation was  determined  using  the  following 
actuarial assumptions, applied to all periods included in the measurement:  
 

 
 
Post‐retirement mortality rates are based on RP‐2014 Annuitant Mortality Table with 50 percent of rates 
through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 and 
84, and 100 percent of rates thereafter, projected forward generationally using mortality improvement 
scale MP‐2016; pre‐retirement mortality rates are based on RP‐2014 Employee Mortality Table, projected 
forward generationally using mortality improvement scale MP‐2016. 
 
The actuarial assumptions used in the July 1, 2018 valuation, were adopted by the board from the results 
of an actuarial experience study for July 1, 2011, through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 
 
 
 
 
 
 

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

Academy's proportionate share

  of the net pension liability $211,779 $150,350 $98,846

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Projected Payroll Growth 3.00 percent
Cost-of-Living Adjustments 0.00 percent
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued)   
 
Actuarial Assumptions – STRS – continued  
 

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.  Over  a  30‐year  period,  STRS’  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2018. The projection of cash flows used to determine the discount rate assumes that employer and 
member contributions will be made at statutory contribution rates of 14 percent each. For this purpose, 
only  employer  contributions  that  are  intended  to  fund  benefits  of  current  plan  members  and  their 
beneficiaries are included. Based on those assumptions, STRS’ fiduciary net position was projected to be 
available to make all projected future benefit payments to current plan members as of June 30, 2018. 
Therefore, the long‐term expected rate of return on pension plan investments of 7.45 percent was applied 
to all periods of projected benefit payments to determine the total pension liability as of June 30, 2018. 
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the Academy's proportionate share of the net pension liability as of 
June 30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as 
what the Academy's proportionate share of the net pension liability would be if it were calculated using a 
discount  rate  that  is  one‐percentage‐point  lower  (6.45 percent)  or  one‐percentage‐point  higher  (8.45 
percent) than the current assumption:  

  
 
 

 
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share

  of the net pension liability $1,641,317 $1,123,905 $685,988
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS 
 
Net OPEB Asset/Liability 

 
The net OPEB asset/liability reported on the statement of net position represents an asset or liability to 
employees  for  OPEB.  OPEB  is  a  component  of  exchange  transactions‐–between  an  employer  and  its 
employees—of salaries and benefits for employee services.   OPEB are provided to an employee—on a 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services  each  financial  period.    The  obligation  to  sacrifice  resources  for  OPEB  is  a  present  obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net OPEB asset/liability represents the Academy’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB asset/liability calculation is dependent on critical long‐
term  variables,  including  estimated  average  life  expectancies,  earnings  on  investments,  cost  of  living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting these estimates annually.   

 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which OPEB are financed; however, the Academy 
does receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the asset/liability is solely that of the employer, because they benefit from employee 
services.   OPEB contributions come from these employers and health care plan enrollees, which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio Revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
to benefits or funding could significantly affect the net OPEB asset/liability. Resulting adjustments to the 
net OPEB asset/liability would be  effective when  the  changes  are  legally  enforceable.  The  retirement 
systems may allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net OPEB asset/ 
liability on the accrual basis of accounting.  Any liability for the contractually‐required OPEB contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   

 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Health Care Plan Description ‐ The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non‐certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a 
cost‐sharing  other  postemployment  benefit  (OPEB)  plan.    SERS’ Health Care  Plan provides  healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the  death  of  a  member  or  retiree,  are  eligible  for  SERS’  health  care  coverage.  Most  retirees  and 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully  
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Plan Description ‐ School Employees Retirement System (SERS) – continued  
 
insured Medicare Advantage plan; however, SERS maintains a traditional, self‐insured preferred provider 
organization  for  its  non‐Medicare  retiree  population.  For  both  groups,  SERS  offers  a  self‐insured 
prescription drug program. Health care  is a benefit  that  is permitted, not mandated, by  statute.    The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the 
plan selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding  Policy  ‐  State  statute  permits  SERS  to  fund  the  health  care  benefits  through  employer 
contributions.    Each  year,  after  the  allocation  for  statutorily  required  pensions  and  benefits,  the 
Retirement Board may allocate  the  remainder of  the employer  contribution of 14 percent of  covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2019, 0.5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro‐rated if 
less than a full year of service credit was earned. For fiscal year 2019, this amount was $21,600. Statutes 
provide that no employer shall pay a health care surcharge greater than 2.0 percent of that employer’s 
SERS‐covered payroll; nor may SERS collect  in aggregate more than 1.5 percent of  the  total statewide 
SERS‐covered  payroll  for  the  health  care  surcharge.    For  fiscal  year  2019,  the  Academy’s  surcharge 
obligation was $2,772.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The Academy’s contractually required contribution to SERS was 
$3,512 for fiscal year 2019.     
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost‐sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part 
B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the 
report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227‐7877. 
 
Funding  Policy  –  Ohio  Revised  Code  Chapter  3307  authorizes  STRS  to  offer  the  Plan  and  gives  the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed 
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees, for the most recent year, pay a portion of the health care costs in the form of a monthly  
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Plan Description ‐ State Teachers Retirement System (STRS) – continued  
 
premium.  Under Ohio law, funding for post‐employment health care may be deducted from employer 
contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2019, STRS did 
not allocate any employer contributions to post‐employment health care.   
 
OPEB Assets/Liabilities, OPEB Expense, and Deferred Outflows/Inflows of Resources Related to OPEB  
 
The net OPEB asset/liability was measured as of June 30, 2018, and the total OPEB asset/liability used to 
calculate  the  net  OPEB  asset/liability  was  determined  by  an  actuarial  valuation  as  of  that  date.  The 
Academy's proportion of the net OPEB asset/liability was based on the Academy's share of contributions 
to the respective retirement systems relative to the contributions of all participating entities.  Following 
is information related to the proportionate share and OPEB expense: 

 

 
 
At June 30, 2019, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

SERS STRS Total

Proportion of the Net OPEB Liability

  Prior Measurement Date 0.00305170% 0.00492836%

Proportion of the Net OPEB Liability/asset

  Current Measurement Date 0.00265750% 0.00511151%

Change in Proportionate Share -0.00039420% 0.00018315%

Proportionate Share of the Net OPEB

  Liability/(asset) 73,725                 (82,137)                (8,412)                  

OPEB Expense 836                      (172,938)              (172,102)              
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 

 
$3,512 reported as deferred outflows of resources related to OPEB resulting from Academy contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending  June 30, 2020.   Other amounts  reported as deferred outflows of  resources and deferred 
inflows of resources related to OPEB will be recognized in OPEB expense as follows:  
 
 
 
 
 
 
 
 
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 1,204$                 9,593$                 10,797$               

Changes of assumptions -                       -                       -                       

Net difference between projected and

  actual earnings on OPEB plan investments -                       -                       -                       

Changes in proportion and differences

    between contributions and proportionate

    share of contributions -                       27,160                 27,160                 

Academy contributions subsequent to the 

  measurement date 3,512                   -                       3,512                   

Total Deferred Outflows of Resources 4,716$                 36,753$               41,469$               

-                       -                       

Deferred Inflows of Resources

Differences between expected and

  actual experience -$                     4,785$                 4,785$                 

Changes of assumptions 6,624                   111,918               118,542               

Net difference between projected and

  actual earnings on OPEB plan investments 111                      9,383                   9,494                   

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 9,719                   -                       9,719                   

Total Deferred Inflows of Resources 16,454$               126,086$             142,540$             
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 

 
 
Actuarial Assumptions ‐ SERS 
 
The  total  OPEB  liability  was  determined  by  an  actuarial  valuation  as  of  June  30,  2018.  The  actuarial 
assumptions used in the valuation are based on results from the most recent actuarial experience study, 
which covered the five‐year period ending June 30, 2015. The experience study report is dated April 2016. 
The total OPEB liability used the following assumptions and other inputs: 
 

 
 
Mortality rates were based on the RP‐2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of  female rates. RP‐2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The long‐term expected rate of return on plan factors are considered in evaluating the long‐term rate of 
return assumption including long‐term historical data, estimates inherent in current market data, and a 
long‐normal distribution analysis  in which best‐estimate ranges of expected future real rates of return 
were developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long‐term expected rate of return, 7.50 percent, by weighting the expected future real rates 
of return by the target asset allocation percentage and then adding expected inflation. The capital market  

 

SERS STRS Total

Fiscal Year Ending June 30:

2020 (4,528)                         (15,642)                       (20,170)                       

2021 (3,926)                         (15,642)                       (19,568)                       

2022 (2,024)                         (15,642)                       (17,666)                       

2023 (4,488)                         (13,509)                       (17,997)                       

2024 (205)                            (12,770)                       (12,975)                       

Thereafter (79)                              (16,128)                       (16,207)                       

Total (15,250)                       (89,333)                       (104,583)                     

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Municipal Bond Index Rate

Measurement Date 3.62 percent
Prior Measurement Date 3.56 percent

Single Equivalent Interest Rate
Measurement Date 3.70 percent, net of plan investment expense, including price inflation
Prior Measurement Date 3.63 percent, net of plan investment expense, including price inflation

Health Care Cost Trend Rate
Medicare 5.375 percent - 4.75 percent
Pre-Medicare 7.25 percent - 4.75 percent
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – SERS – continued  
 
assumptions developed by the investment consultant are intended for use over a 10‐year horizon and 
may not be useful in setting the long‐term rate of return for funding pension plans which covers a longer 
timeframe.  The assumption  is  intended  to be  a  long‐term assumption and  is  not  expected  to  change 
absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental 
change in the market that alters expected returns in future years. 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 
as used in the June 30, 2015 five‐year experience study, are summarized as follows: 
 

 
 

Discount  Rate  The  discount  rate  used  to measure  the  total  OPEB  liability  at  June  30,  2018 was  3.70 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2018 was 3.63 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be made 
from members and the System at the contribution rate of 2.00 percent of projected covered payroll each 
year, which includes a 1.50 percent payroll surcharge and 0.50 percent of contributions from the basic 
benefits  plan.  Based  on  these  assumptions,  the  OPEB  plan’s  fiduciary  net  position  was  projected  to 
become  insufficient  to  make  future  benefit  payments  during  the  fiscal  year  ending  June  30,  2026. 
Therefore,  the  long‐term expected  rate of  return on OPEB plan assets was used  to present  value  the 
projected  benefit  payments  through  the  fiscal  year  ending  June  30,  2025  and  the  Fidelity  General 
Obligation 20‐year Municipal Bond Index rate of 3.62 percent, as of June 30, 2018 (i.e., municipal bond 
rate), was used to present value the projected benefit payments for the remaining years in the projection. 
The total present value of projected benefit payments  from all  years was then used to determine the 
single rate of return that was used as the discount rate. The projection of future benefit payments for all 
current plan members was until the benefit payments ran out. 
 
Sensitivity of the Academy's Proportionate Share of the Net OPEB Liability to Changes in the Discount 
Rate and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in 
the discount rate and the health care cost trend rate. The following table presents the net OPEB liability 
and what the net OPEB liability would be if it were calculated using a discount rate that is one percentage 
point lower (2.70 percent) and higher (4.70 percent) than the current discount rate (3.70 percent). Also 
shown is what the net OPEB liability would be based on health care cost trend rates that  

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – SERS – continued  
 
are one percent lower (6.25 percent decreasing to 3.75 percent) and one percent higher (8.25 percent 
decreasing to 5.75 percent) than the current rate. 
  

 

   
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2018, actuarial valuation are presented below:   

 

 
 

Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 
For  healthy  retirees  the mortality  rates  are  based  on  the  RP‐2014 Annuitant Mortality  Table with  50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between 
ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality 
improvement scale MP‐2016. For disabled retirees, mortality rates are based on the RP‐2014 Disabled 
Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected forward 
generationally using mortality improvement scale MP‐2016. 
 
Actuarial  assumptions  used  in  the  June  30,  2018,  valuation  are  based  on  the  results  of  an  actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 
 
 

Current

1% Decrease Discount Rate 1% Increase

(2.70%) (3.70%) (4.70%)

Academy's proportionate share

  of the net OPEB liability $89,461 $73,725 $61,267

Current

1% Decrease Trend Rate 1% Increase

(6.25 % decreasing (7.25 % decreasing (8.25 % decreasing

to 3.75%) to 4.75%) to 5.75%)

Academy's proportionate share

  of the net OPEB liability $59,484 $73,725 $92,586

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Health Care Cost Trend Rates -5.23 percent to 9.62 percent, initial, 4.00 percent ultimate
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – STRS – continued  
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.    Over  a  30‐year  period,  STRS'  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total OPEB asset/liability was 7.45 percent as of 
June 30, 2018. The projection of cash flows used to determine the discount rate assumed STRS continues 
to allocate no employer contributions to the health care fund. Based on those assumptions, the OPEB 
plan’s fiduciary net position was projected to be available to make all projected future benefit payments 
to current plan members as of June 30, 2018. Therefore, the long‐term expected rate of return on health 
care  plan  investments  of  7.45  percent  was  applied  to  all  periods  of  projected  benefit  payments  to 
determine the total OPEB liability as of June 30, 2018.  
 
Sensitivity  of  the Academy’s  Proportionate  Share of  the Net OPEB Asset/Liability  to  Changes  in  the 
Discount and Health Care Cost Trend Rate The following table represents the net OPEB asset/liability as 
of June 30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as 
what the net OPEB asset/liability would be if it were calculated using a discount rate that is one percentage 
point lower (6.45 percent) or one percentage point higher (8.45 percent) than the current assumption. 
Also shown is the net OPEB liability as of June 30, 2018, calculated using health care cost trend rates that 
are one percentage point lower or one percentage point higher than the current health care cost trend 
rates. 
 
 
 
 
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – STRS – continued  
 

 

   
 

NOTE 12 ‐ CONTINGENCIES 
 
Grants ‐ The Academy received financial assistance from federal and state agencies in the form of grants.  
The disbursement of funds received under these programs generally requires compliance with terms and 
conditions  specified  in  the  grant  agreements  and  are  subject  to  audit  by  the  grantor  agencies.    Any 
disallowed claims resulting from such audits could become a liability of the Academy. However,  in the 
opinion of management, any such disallowed claims will not have a material adverse effect on the overall 
financial position of the Academy at June 30, 2019.   
 
Litigation ‐ There are currently no matters in litigation with the Academy as defendant. 
 
Full‐time Equivalency ‐ Academy foundation funding is based on the annualized full‐time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for  Foundation  funding  purposes.   Community  schools  must  provide  documentation  that  clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  
 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation  funding  due  to  a  lack  of  evidence  to  support  student  participation  and  other matters  of 
noncompliance. ODE performed such a review on the Academy for fiscal year 2019. 
 
As of the date of this report, all ODE adjustments have been completed. 
 
 
 
 
 
 
 
 

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share

  of the net OPEB asset $70,399 $82,137 $92,002

Current

1% Decrease Trend Rate 1% Increase

Academy's proportionate share

  of the net OPEB asset $91,445 $82,137 $72,684
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NOTE 12 – CONTINGENCIES (Continued) 
 
In addition, the School’s contract with their Sponsor and management company require payment based 
on revenues received from the State.  As discussed above, all ODE adjustments through fiscal year 2019 
have been completed. A reconciliation between payments previously made has taken place with these 
contracts.  
 

NOTE 13 – BUILDING LEASES 
 
The Academy entered into a 66‐month lease agreement in July 2013, to lease a building from Richmond 
Road LLC., as successor‐in‐interest to Overlook Court II, L.P., for the use of the building and grounds as a 
school facility.  The original lease term ends on December 31, 2018 but is renewable for two subsequent 
5‐year terms. Under the lease agreement, the Academy is responsible for payment of all utilities, repairs 
and maintenance. Total rent paid for the fiscal year ending June 30, 2019 was $209,772. 
 
 
Future minimum lease obligations are as follows: 
 
 
             
 
 

FY2020 $220,464
FY2021  224,874
FY2022  229,371
FY2023  233,959
Total $908,668
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NOTE 14 – SPONSOR 
 
The Academy was approved for operation under a contract with its sponsor, Ohio Council of Community 
Schools through June 30, 2023. As part of this contract, the Sponsor is entitled to 3% of the total state 
foundation funds. Total amount due and paid for fiscal year 2019 was $47,211. 
 

NOTE 15 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES 
 
The Academy entered into an agreement with Accel Schools, a management company, to provide legal, 
financial, and other management support services for fiscal year 2019. The agreement was for a period of 
five years beginning July 1, 2015. Management fees are calculated as 12.5% of the Academy’s State and 
Federal Revenue. The total amount due from the Academy for the fiscal year ending June 30, 2019 was 
$230,938  and  is  included  under  “Purchased  Services”  on  the  Statement  of  Revenues,  Expenses  and 
Changes in Net Position. 
 
Also, per the management agreement there are expenses that will be billed to the Academy based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of Accel employees working 
in at the Academy and other costs related to providing education and administrative services. The total 
amount billed to the Academy inclusive of management fees during fiscal year 2019 was $822,261. 
 
The following table is a summary of the management company expenses during fiscal year 2019: 
 

 
 
Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro‐rated based on 
full time equivalent (FTE) head count as of June 30, 2019 by each school it manages.  
 

 Steam Academy of Warrensville 

 Regular Instruction
(1100 Function Codes) 

 Special Instruction
(1200 Function Codes) 

 Support Services
(2000 Function Codes) 

 Total 

                                1,100                                 1,200                                 2,000 
Direct Expenses: 
Salaries & Wages (100 Object Codes) 492,229                           51,738                             172,285                           716,253             
Employees’ Benefits (200 Object Codes) 97,281                             10,993                             17,024                             125,297             
Professional & Technical Services (410 Object Codes) 29,044                             29,044               
Supplies (510 Object Codes) 1,192                               5,838                               7,030                 
Other Direct Costs (All Other Object Codes) -                         
Total Direct Expenses 590,702                           62,731                             224,191                           877,624             
  
Indirect Expenses:  
Overhead 173,371                           173,371             
  
Total Expenses 590,702                           62,731                             397,562                           1,050,995          
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NOTE 16 – IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES  
 
For  the  fiscal  year  ended  June  30,  2019,  the  Academy  has  implemented  Governmental  Accounting 
Standards Board (GASB) Statement No. 83, Certain Asset Retirement Obligations and GASB Statement No. 
88, Certain Disclosures Related to Debt, including Direct Borrowings and Direct Placements. 
 
GASB Statement No. 83 establishes criteria for determining the timing and pattern of recognition of a 
liability  and  a  corresponding  deferred  outflow  of  resources  for  asset  retirement  obligations.  The 
implementation of GASB  Statement No.  83 did not have an effect  on  the  financial  statements of  the 
Academy. 
 
GASB Statement No. 88 establishes additional financial statement note disclosure requirements related 
to debt obligations of governments,  including direct borrowings and direct placements. These changes 
were incorporated in the School’s fiscal year 2019 financial statements; however, there was no effect on 
beginning net position. 

 
NOTE 17 ‐ MANAGEMENT PLAN 
 
For  fiscal  year 2019,  the Academy had a net position deficit of $(1,806,749), which  is  inclusive of  the 
impact of pension/OPEB assets/liabilities and related accruals. The Academy’s net deficit  in  fiscal year 
2019 did not improve from the $(1,609,574) net deficit in fiscal 2018. Enrollment increased in fiscal year 
2019 to 203, up from 161 in fiscal year 2018.  The Academy’s ability to maintain a stable administrative 
and  instructional  team along with active advertising via print,  radio, mailings and  through  referrals of 
current  parents  is  anticipated  to  help  produce  the  likelihood  of  future  enrollment  growth  leading  to 
surpluses and provide an opportunity for the academy to recover from its prior deficits. 
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See accompanying notes to the required supplementary information. 

 
 
 
 

2019 2018 2017 2016 2015
Academy's Proportion of the Net Pension

Liability 0.0026252% 0.0029950% 0.0030091% 0.0027350% 0.002392%

Academy's Proportionate Share of the Net
Pension Liability 150,350$        178,943$        220,238$        129,728$        121,058$        

Academy's Covered Payroll 96,215$          88,686$          178,664$        68,437$          70,216$          

Academy's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 156.26% 201.77% 123.27% 189.56% 172.41%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 71.36% 69.50% 62.98% 69.16% 71.70%

(1) Information prior to 2015 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net Pension Liability

School Employees Retirement System of Ohio
Last Five Fiscal Years (1)
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See accompanying notes to the required supplementary information. 
 
 
 
 
 
 
   
 

2019 2018 2017 2016 2015
Academy's Proportion of the Net Pension

Liability 0.00511151% 0.00492836% 0.00438822% 0.00332275% 0.00230238%

Academy's Proportionate Share of the Net
Pension Liability 1,123,905$        1,170,743$        1,468,870$        918,311$          560,018$          

Academy's Covered Payroll 581,093$          541,814$          410,871$          346,671$          253,338$          

Academy's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 193.41% 216.08% 357.50% 264.89% 221.06%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 77.31% 75.29% 66.80% 72.10% 74.70%

(1) Information prior to 2015 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net Pension Liability

State Teachers Retirement System of Ohio
Last Five Fiscal Years (1)
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See accompanying notes to the required supplementary information. 
 

2019 2018 2017 2016 2015 2014

Contractually Required Contribution 19,977$          12,989$          12,416$          25,013$          9,020$            9,732$            

Contributions in Relation to the 
Contractually Required Contribution (19,977)           (12,989)           (12,416)           (25,013)           (9,020)            (9,732)            

Contribution Deficiency (Excess) -                 -                 -                 -                 -                 -                 

Academy Covered Payroll 147,978$        96,215$          88,686$          178,664$        68,437$          70,216$          

Contributions as a Percentage of
Covered Payroll 13.50% 13.50% 14.00% 14.00% 13.18% 13.86%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

School Employees Retirement System of Ohio
Last Six Fiscal Years (1)

Schedule of Academy Contributions - Pension
Required Supplementary Information
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See accompanying notes to the required supplementary information. 

2019 2018 2017 2016 2015 2014

Contractually Required Contribution 84,943$            81,353$            75,854$            57,522$            48,534$            32,934$            

Contributions in Relation to the 
Contractually Required Contribution (84,943)            (81,353)            (75,854)            (57,522)            (48,534)            (32,934)            

Contribution Deficiency (Excess) -$                 -$                 -$                 -$                 -$                 -$                 

Academy Covered Payroll 606,736$          581,093$          541,814$          410,871$          346,671$          253,338$          

Contributions as a Percentage of
Covered Payroll 14.00% 14.00% 14.00% 14.00% 14.00% 13.00%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

Required Supplementary Information
Schedule of Academy Contributions - Pension

State Teachers Retirement System of Ohio
Last Six Fiscal Years (1)
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2019 2018 2017
Academy's Proportion of the Net OPEB

Liability 0.0026575% 0.0030517% 0.0030585%

Academy's Proportionate Share of the Net
OPEB Liability 73,725$          81,900$          87,180$          

Academy's Covered Payroll 96,215$          88,686$          178,664$        

Academy's Proportionate Share of the Net
OPEB Liability as a Percentage
of its Covered Payroll 76.63% 92.35% 48.80%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability 13.57% 12.46% 11.49%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net OPEB Liability

School Employees Retirement System of Ohio
Last Three Fiscal Years (1)
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2019 2018 2017
Academy's Proportion of the Net OPEB

Liability/Asset 0.00511151% 0.00492836% 0.00438822%

Academy's Proportionate Share of the Net
OPEB Liability/(Asset) (82,137)$           197,287$          234,683$          

Academy's Covered Payroll 581,093$          541,814$          410,871$          

Academy's Proportionate Share of the Net
OPEB Liability/Asset as a Percentage
of its Covered Payroll -14.13% 36.41% 57.12%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability/Asset 176.00% 47.11% 37.30%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net OPEB Asset/Liability

State Teachers Retirement System of Ohio
Last Three Fiscal Years (1)
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2019 2018 2017 2016 2015 2014

Contractually Required Contribution (2) 3,512$            1,891$            1,984$            1,587$            561$          262$              

Contributions in Relation to the 
Contractually Required Contribution (3,512)            (1,891)            (1,984)            (1,587)            (561)          (262)               

Contribution Deficiency (Excess) -                 -                 -                 -                 -            -                 

Academy Covered Payroll 147,978$        96,215$          88,686$          178,664$        68,437$      70,216$          

OPEB Contributions as a Percentage of
Covered Payroll (2) 2.37% 1.97% 2.24% 0.89% 0.82% 0.37%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

(2) Includes Surcharge

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - OPEB

School Employees Retirement System of Ohio
Last Six Fiscal Years (1)
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2019 2018 2017 2016 2015 2014

Contractually Required Contribution -$                     -$                     -$                 -$                 -$                 2,533$              

Contributions in Relation to the 
Contractually Required Contribution -                      -                      -                  -                  -                  (2,533)              

Contribution Deficiency (Excess) -$                     -$                     -$                 -$                 -$                 -$                 

Academy Covered Payroll 606,736$              581,093$              541,814$          410,871$          346,671$          253,338$          

Contributions as a Percentage of
Covered Payroll 0.00% 0.00% 0.00% 0.00% 0.00% 1.00%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - OPEB
State Teachers Retirement System of Ohio

Last Six Fiscal Years (1)
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NOTE 1 ‐ NET PENSION LIABILITY 
 
Changes in Assumptions ‐ SERS 

 

For fiscal year 2017, the SERS Board adopted the following assumption changes: 

 Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent 

 Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent 

 Assumed real wage growth was reduced from 0.75 percent to 0.50 percent 

 Rates of withdrawal, retirement and disability were updated to reflect recent experience. 

 Mortality among active members was updated to RP‐2014 Blue Collar Mortality Table with fully 

generational projection and a five year age set‐back for both males and females. 

 Mortality among service retired members, and beneficiaries was updated to RP‐2014 Blue Collar 

Mortality Table with fully generational projection with Scale BB, 120 percent of male rates, and 

110 percent of female rates. 

 Mortality among disabled members was updated to RP‐2000 Disabled Mortality Table, 90 

percent for male rates and 100 percent for female rates, set back five years is used for the 

period after disability retirement.   

 

Changes in Benefit Terms ‐ SERS 

For fiscal year 2018, the cost‐of‐living adjustment was changed from a fixed 3.00 percent to a cost‐of‐
living adjustment  that  is  indexed  to CPI‐W not greater  than 2.50 percent with a  floor of  zero percent 
beginning January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has 
enacted a three‐year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the Retirement Board approved several changes to the actuarial assumptions in 2017. 
The  long  term  expected  rate  of  return was  reduced  from  7.75  percent  to  7.45  percent,  the  inflation 
assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered 
to 3.00 percent, and total salary increases rate was lowered by decreasing the merit component of the 
individual salary increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy 
and  disabled mortality  assumptions were  updated  to  the  RP‐2014 mortality  tables with  generational 
improvement  scale MP‐2016. Rates of  retirement,  termination and disability were modified  to better 
reflect anticipated future experience. 
 

Changes in Benefit Terms ‐ STRS 

 

For fiscal year 2018, the cost‐of‐living adjustment (COLA) was reduced to zero.  
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NOTE 2 ‐ NET OPEB LIABILITY 
 
Changes in Assumptions – SERS 
 
Amounts  reported  for  fiscal  year  2019  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 3.56 percent to 3.62 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased from 3.63 percent to 3.70 percent. The health care cost trend assumptions changed as follows:  
 
Pre‐Medicare 
   Fiscal year 2018   7.50 percent initially, decreasing to 4.00 percent 

Fiscal year 2019 7.25 percent initially, decreasing to 4.75 percent 
Medicare 
  Fiscal year 2018   5.50 percent initially, decreasing to 5.00 percent 

Fiscal year 2019 5.375 percent initially, decreasing to 4.75 percent 
 

Amounts  reported  for  fiscal  year  2018  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 2.92 percent to 3.56 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased from 2.98 percent to 3.63 percent. 
 
Changes in Benefit Terms ‐ SERS 

There have been no changes to the benefit provisions. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2019, the discount rate was increased from the blended rate of 4.13 percent to the long‐
term expected rate of return of 7.45 percent. Valuation year per capita health care costs were updated. 
Health care cost trend rates ranged from 6.00 percent to 11 percent initially and a 4.50 percent ultimate 
rate for fiscal year 2018 and changed for fiscal year 2019 to a range of  ‐5.20 percent to 9.60 percent, 
initially and a 4.00 ultimate rate. 
 
For fiscal year 2018, the blended discount rate was increased from 3.26 percent to 4.13 percent. Valuation 
year per capita health care costs were updated, and the salary scale was modified. The percentage of 
future retirees electing each option was updated based on current data and the percentage of  future 
disabled  retirees  and  terminated  vested  participants  electing  health  coverage  were  decreased.  The 
assumed  mortality,  disability,  retirement,  withdrawal  and  future  health  care  cost  trend  rates  were 
modified along with the portion of rebated prescription drug costs. 
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NOTE 2 ‐ NET OPEB LIABILITY (Continued) 
 
Changes in Benefit Terms – STRS 
 
For fiscal year 2019, the subsidy multiplier for non‐Medicare benefit recipients was increased from 1.9 
percent to 1.944 percent per year of service effective January 1, 2019. The non‐Medicare frozen subsidy 
base  premium  was  increased  effective  January  1,  2019  and  all  remaining Medicare  Part  B  premium 
reimbursements will be discontinued beginning January 1, 2020. 
 
For  fiscal  year 2018,  the  subsidy multiplier  for non‐Medicare benefit  recipients was  reduced  from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. This was subsequently extended, see above paragraph.  
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December 22, 2019 
 
To the Board of Directors 
STEAM Academy of Warrensville Heights 
Cuyahoga County, Ohio 
4700 Richmond Rd. 
Warrensville Heights, Ohio 44131 

 
 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the STEAM Academy of Warrensville 
Heights, Cuyahoga County, Ohio (the “Academy”) as of and for the year ended June 30, 2019, and the related 
notes to the financial statements, which collectively comprise the Academy’s basic financial statements, and have 
issued our report thereon dated December 22, 2019, in which we noted the Academy has suffered recurring losses 
from operations and has a net position deficit of $1,806,749, including the net effect of net pension liability, net 
OPEB asset/liability and related accruals totaling $808,148, that raises substantial doubt about its ability to 
continue as a going concern.  
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the Academy's internal control 
over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of the Academy’s internal control. Accordingly, we do not express an 
opinion on the effectiveness of the Academy’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance.  
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STEAM Academy of Warrensville Heights  
Independent Auditor’s Report on Internal Control over Financial Reporting  
   and on Compliance and Other Matters Based on an Audit of  
   Financial Statements Performed in Accordance with  

Government Auditing Standards 

Page 2 of 2 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified. 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Academy's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of 
our tests disclosed no instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 

 
 
 
 
 

Cambridge, Ohio 
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STEAM ACADEMY OF WARRENSVILLE HEIGHTS 
 

                                                                    CUYAHOGA COUNTY 
 
       

CLERK’S CERTIFICATION 
This is a true and correct copy of the report which is required to be filed in the Office of the 
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio. 

 
 
 
 
 
 

 
 

CLERK OF THE BUREAU 
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88 East Broad Street, Columbus, Ohio 43215 
Phone: 614-466-4514 or 800-282-0370 

www.ohioauditor.gov

 
 
 
Board of Education 
STEAM Academy of Warrensville Heights 
4700 Richmond Road 
Warrensville Heights, Ohio 44128 
 
 
We have reviewed the Independent Auditor’s Report of the STEAM Academy of Warrensville 
Heights, Cuyahoga County, prepared by Rea & Associates, Inc., for the audit period July 1, 2017 
through June 30, 2018.  Based upon this review, we have accepted these reports in lieu of the 
audit required by Section 117.11, Revised Code.  The Auditor of State did not audit the 
accompanying financial statements and, accordingly, we are unable to express, and do not 
express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The STEAM Academy of Warrensville Heights is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
March 1, 2019  
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December 28, 2018

To the Board of Directors
STEAM Academy of Warrensville Heights
Cuyahoga County, Ohio
4700 Richmond Road
Warrensville Heights, Ohio 44128

INDEPENDENT AUDITOR'S REPORT

Report on the Financial Statements

We have audited the accompanying financial statements of the STEAM Academy of Warrensville 
Heights, Cuyahoga County, Ohio, (the “Academy”) as of and for the year ended June 30, 2018, and the 
related notes to the financial statements, which collectively comprise the Academy’s basic financial 
statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the Academy’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Academy’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion.
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STEAM Academy of Warrensville Heights
Independent Auditor’s Report
Page 2 of 3

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Academy as of June 30, 2018, and the changes in its financial position and its 
cash flows for the year then ended in accordance with accounting principles generally accepted in the 
United States of America.

Emphasis of a Matter 

As described in Note 16 to the financial statements, the Academy restated the net position balance to 
account for the implementation of Governmental Accounting Standard Board (GASB) Statement No. 75, 
“Accounting and Financial reporting for Postemployment Benefits other than Pensions.” Our opinion is 
not modified with respect to this matter.

The accompanying financial statements have been prepared assuming the Academy will continue as a 
going concern. As disclosed in Note 17 to the financial statements, the Academy has suffered recurring 
losses from operations and has a net position deficit of $1,609,574 that raises substantial doubt about its 
ability to continue as a going concern. This deficit net position includes the effect of the net pension 
liability, net OPEB liability and related accruals totaling $651,287. Note 17 describes management’s plan 
regarding these issues. The financial statements do not include any adjustments that might result from the 
outcome of this uncertainty. Our opinion is not modified with respect to this matter.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the Academy's Proportionate Share of the Net Pension Liability,
Schedule of the Academy’s Contributions-Pension, Schedule of the Academy’s Proportionate Share of the 
Net OPEB Liability, and the Schedule of the Academy’s Contributions - OPEB on pages 5–11, 45-46, 47-
48, 49-50, and 51-52, respectively, be presented to supplement the basic financial statements. Such 
information, although not a part of the basic financial statements, is required by the Governmental 
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the 
basic financial statements in an appropriate operational, economic, or historical context. We have applied 
certain limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion 
or provide any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance. 
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STEAM Academy of Warrensville Heights
Independent Auditor’s Report
Page 3 of 3

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 28, 
2018 on our consideration of the Academy’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness 
of the Academy’s internal control over financial reporting or on compliance. That report is an integral part 
of an audit performed in accordance with Government Auditing Standards in considering the Academy’s 
internal control over financial reporting and compliance.

Cambridge, Ohio
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STEAM ACADEMY OF WARRENSVILLE HEIGHTS - CUYAHOGA COUNTY, OHIO 
 
MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED JUNE 30, 2018  
 

 5 

The discussion and analysis of the STEAM Academy of Warrensville Heights’ (the “Academy”) financial 
performance provides an overall review of the Academy’s financial activities for the fiscal year ended June 
30, 2018. The intent of this discussion and analysis is to look at the Academy’s financial performance as a 
whole. Readers should also review the financial statements and notes to the financial statements to 
enhance their understanding of the Academy’s financial performance.  
 
FINANCIAL HIGHLIGHTS 
 
Key highlights for fiscal year 2018 are as follows: 
 

• Net position increased $85,493. 
• Operating revenues accounted for $1,285,506 of the Academy’s total revenues of $1,561,017. 
• Operating expenses accounted for $1,423,597 of the total expenses of $1,475,524.  
• The Academy implemented GASB 75, which reduced beginning net position as previously 

reported by $319,879.  
 

OVERVIEW OF THE FINANCIAL STATEMENTS 
 
The financial report consists of three parts; required supplemental information, the basic financial 
statements, and the notes to the financial statements. These statements are organized so the reader can 
understand the financial position of the Academy. Enterprise accounting uses a flow of economic 
resources measurement focus. With this measurement focus, all assets and all deferred outflows of 
resources and all liabilities and all deferred inflows of resources are included on the statement of net 
position. The statement of net position answers the question of how well the Academy performed 
financially during 2018.  The statement of revenues, expenses, and changes in net position presents 
increases (e.g., revenues) and decreases (e.g., expenses) in net position.  The statement of cash flows 
reflects how the Academy finances and meets its cash flow needs.  Finally, the notes to the basic financial 
statements provide additional information that is essential to a full understanding of the data provided 
on the basic financial statements. 

 
FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE 
 
The Academy is not required to present government-wide financial statements as the Academy is engaged 
in only business-type activities.  Therefore, no condensed financial information derived from the 
governmental-wide financial statements is included in the discussion and analysis.    
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Table 1 provides a summary of the Academy’s net position for 2018 compared to 2017:  
 

Table 1 
Statement of Net Position 

 Assets: Restated

   Current assets: 2018 2017

     Cash and Cash Equivalents  $               26,312  $               52,965 
     Accounts Receivable                   76,887                            -   
     Intergovernmental Receivable                   38,073                   64,226 
     Prepaid Expense                   49,075                   45,881 
       Total Current Assets                 190,347                 163,072    
 Noncurrent assets: 
    Capital Assets, net of Accumulated Depreciation                   24,556                   22,168 
       Total Noncurrent Assets                   24,556                   22,168 

 Total assets                 214,903                 185,240 

 Deferred Outflows of Resources              1,057,046              1,081,490 

 Liabilities: 

   Current Liabilities: 
     Accounts Payable, Trade                   57,701                   42,874 
     Accounts Payable, Related Party                 576,325                 337,181 
     Accrued Expenses                         660                   23,087 
     Advances Payable                 229,889                 235,500 
       Total Current Liabilities                 864,575                 638,642 

 Noncurrent liabilities: 

   Net Pension Liability              1,349,686              1,689,108 
   Net OPEB Liability                 274,187                 321,863 
   Noncurrent Portion of Long-term Debt                 308,615                 308,615 
     Total Noncurrent Liabilities              1,932,488              2,319,586 

         Total Liabilities              2,797,063              2,958,228 

 Deferred Inflows of Resources                   84,460                      3,569 

 Net Position 

   Invested in Capital Assets                   24,556                   22,168 
   Unrestricted Net Position            (1,634,130)            (1,717,235)
      Total Net Position  $        (1,609,574)  $        (1,695,067)
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The net pension liability (NPL) is the largest single liability reported by the Academy at June 30, 2018   and 
is reported pursuant to GASB Statement 68, “Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27.”   For fiscal year 2018, the Academy adopted GASB Statement 75, 
“Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions,” which 
significantly revises accounting for costs and liabilities related to other postemployment benefits (OPEB).  
For reasons discussed below, many end users of this financial statement will gain a clearer understanding 
of the Academy’s actual financial condition by adding deferred inflows related to pension and OPEB, the 
net pension liability and the net OPEB liability to the reported net position and subtracting deferred 
outflows related to pension and OPEB. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OPEB liability.  GASB 68 and GASB 75 
take an earnings approach to pension and OPEB accounting; however, the nature of Ohio’s statewide 
pension/OPEB plans and state law governing those systems requires additional explanation in order to 
properly understand the information presented in these statements. 

 
GASB 68 and GASB 75 require the net pension liability and the net OPEB liability to equal the Academy’s 
proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 

 
GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, 
and the promise of a future pension and other postemployment benefits.  GASB noted that the unfunded 
portion of this promise is a present obligation of the government, part of a bargained-for benefit to the 
employee, and should accordingly be reported by the government as a liability since they received the 
benefit of the exchange.  However, the Academy is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement systems to provide healthcare to eligible benefit recipients.  The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a specific, 
legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the 
unfunded liability of the pension/OPEB plan as against the public employer.  State law operates to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the employment exchange with notice as to the law.  The retirement system is responsible for the 
administration of the pension and OPEB plans 
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability.  As explained above, changes in benefits, 
contribution rates, and return on investments affect the balance of these liabilities, but are outside the 
control of the local government.  In the event that contributions, investment returns, and other changes 
are insufficient to keep up with required payments, State statute does not assign/identify the responsible 
party for the unfunded portion.  Due to the unique nature of how the net pension liability and the net 
OPEB liability are satisfied, these liabilities are separately identified within the long-term liability section 
of the statement of net position. 
 
In accordance with GASB 68 and GASB 75, the Academy’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB liability, respectively, not accounted for as 
deferred inflows/outflows.  
 
As a result of implementing GASB 75, the Academy is reporting a net OPEB liability and deferred 
inflows/outflows of resources related to OPEB on the accrual basis of accounting.  This implementation 
also had the effect of restating net position at June 30, 2017, from ($1,375,188) to ($1,695,067). 
 
The increase in current liabilities is due primarily to amounts owed to Accel schools at year end. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Statement of Revenues, Expenses and Changes in Net Position - Table 2 shows the changes in Net Position 
for fiscal year 2018, as well as a listing of revenues and expenses.   This change in Net Position is important 
because it tells the reader that, for the Academy as a whole, the financial position of the Academy has 
improved or diminished. The cause of this may be the result of many factors, some financial, some not.  
Non-financial factors include the current laws in Ohio restricting revenue growth, facility conditions, 
required educational programs and other factors. Overall, the decrease in Operating Revenues was a 
result of less students being enrolled over the prior year. There were also corresponding decreases across 
most of the expense categories during fiscal year 2018 due to less students needing to be served and 
certain expenses being based on a percentage of revenues, which overall were lower compared to the 
prior year and decreases in pension/OPEB expenses due to changes in the pension/OPEB liabilities and 
related accruals.  
 

Table 2 
Statement of Revenues, Expenses, and Change in Net Position 

 

 
 
 
 
 
 
 
 
 
 
 

2018 2017

Operating Revenues:

  State Aid 1,283,343$     1,482,309$     

  Miscellaneous 2,163             24,338           

     Total Operating Revenues 1,285,506       1,506,647       

Operating Expenses:

  Purchased Services 1,327,115       2,041,858       

  Depreciation 7,793             5,767             

  General Supplies 64,809           61,997           

  Other Operating Expenses 23,880           7,133             

    Total Operating Expenses 1,423,597       2,116,755       

      Operating Loss (138,091)         (610,108)         

Nonoperating Revenues and (Expenses):

  Federal and State Restricted Grants 275,511          222,258          

  Interest Expense (51,927)          (42,482)          

    Net Nonoperating Revenues and (Expenses) 223,584          179,776          

Change in Net Position 85,493$           (430,332)$       
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The information necessary to restate the 2017 beginning balances and the 2017 OPEB expense amounts 
for the effects of the initial implementation of GASB 75 is not available.  Therefore, 2017 functional 
expenses still include OPEB expense of $1,984 computed under GASB 45.  GASB 45 required recognizing 
pension expense equal to the contractually required contributions to the plan. Under GASB 75, OPEB 
expense represents additional amounts earned, adjusted by deferred inflows/outflows. The contractually 
required contribution is no longer a component of OPEB expense. Under GASB 75, the 2018 statements 
report negative OPEB expense of $49,714.  Consequently, in order to compare 2018 total program 
expenses to 2017, the following adjustments are needed: 
 

Total 2018 program expenses under GASB 75 1,423,597$              

Negative OPEB expense under GASB 75 49,714                      
2018 contractually required contribution 1,891                        

Adjusted 2018 program expenses 1,475,202                

Total 2017 program expenses under GASB 45 2,116,755                

Decrease in program expenses not related to OPEB 641,553$                 

 
CAPITAL ASSETS 
 
At the end of fiscal year 2018, the Academy had $24,556 net invested in capital assets (net of accumulated 
depreciation) for computers. The following table shows fiscal year 2018 compared to 2017:   
      

2018 2017 Change

Computer & Software 16,411$           22,168$        (5,757)$         

Furniture & Fixtures 8,145               -                8,145             

Net Capital Assets 24,556$           22,168$        2,388$           

Capital Assets at June 30 (Net of Depreciation)

 
 

For further information regarding the Academy’s capital assets, refer to Note 5 of the basic financial 
statements.   
 
DEBT 
 
In May 2015, the Academy entered into an agreement with Charter School Capital to borrow against its 
future foundation payments. The outstanding balance at the end of fiscal year 2018 was $229,889. The 
Academy also had a long-term Notes Payable to Accel Schools in the amount of $308,615 outstanding at 
year end.  For further information regarding the Academy’s debt, refer to Note 6 and Note 7 of the basic 
financial statements. 
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OPERATIONS 
 
The Academy is a public school established pursuant to Ohio Revised Code Chapter 3314. The Academy 
offers education for Ohio children in kindergarten through eighth grade. The Academy is independent of 
any school district and is nonsectarian in its programs, admission policies, employment practices, and all 
other operations. The Academy may lease or acquire facilities as needed and contract for any services 
necessary for the operation of the Academy.    
 
REQUESTS FOR INFORMATION 
 
This financial report is designed to provide our citizens, taxpayers, investors and creditors with a general 
overview of the Academy’s finances and to show the Academy’s accountability for the money it receives.  
If you have any questions concerning this report, please contact the Academy’s Fiscal Officer, C. David 
Massa of Massa Financial Solutions, LLC, 4700 Richmond Road, Warrensville Heights, OH  44128. 
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STEAM ACADEMY OF WARRENSVILLE HEIGHTS - CUYAHOGA COUNTY, OHIO 
Statement of Net Position 

June 30, 2018 
Assets:
Current Assets:
    Cash and Cash Equivalents 26,312$            
    Accounts Receivable 76,887
    Intergovernmental Receivable 38,073
    Prepaid Expense 49,075
      Total Current Assets 190,347

Noncurrent Assets:
  Capital Assets, net of Accumulated Depreciation 24,556

24,556

Total Assets 214,903            

Deferred Outflows of Resources:
  Pension 1,019,295
  OPEB 37,751              
  Total Deferred Outflows of Resources 1,057,046         

Liabilities:
Current Liabilities:
    Accounts Payable, Trade 57,701              
    Accounts Payable, Related Party 576,325            
    Accrued Expenses 660                    
    Advances Payable 229,889            
       Total Current Liabilities 864,575            

Noncurrent Liabilities:
  Net Pension Liability 1,349,686
  Net OPEB Liability 274,187
  Noncurrent Portion of Long-Term Debt 308,615
    Total Noncurrent Liabilities 1,932,488

       Total Liabilities 2,797,063

Deferred Inflows of Resources:
  Pension 52,623
  OPEB 31,837              
  Total Deferred Inflows of Resources 84,460              

Net Position:
  Invested in Capital Assets 24,556
  Unrestricted Net Position (1,634,130)
  Total Net Position (1,609,574)$     

See Accompanying Notes to the Basic Financial Statements  
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STEAM ACADEMY OF WARRENSVILLE HEIGHTS - CUYAHOGA COUNTY, OHIO 

  
Statement of Revenues, 

Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2018 

 
Operating Revenues:
  State Aid 1,283,343$       
  Miscellaneous 2,163
    Total Operating Revenues 1,285,506

Operating Expenses:
  Purchased Services 1,327,115
  Depreciation 7,793
  Supplies 64,809
  Other Operating Expenses 23,880
    Total Operating Expenses 1,423,597

      Operating Loss (138,091)

Non-Operating Revenues and (Expenses):
  Federal and State Restricted Grants 275,511
  Interest Expense (51,927)             
    Net Non-operating Revenues and (Expenses) 223,584

Change in Net Position 85,493               
Net Position Beginning of Year, Restated (1,695,067)        
Net Position End of Year (1,609,574)$     

See Accompanying Notes to the Basic Financial Statements  
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STEAM ACADEMY OF WARRENSVILLE HEIGHTS - CUYAHOGA COUNTY, OHIO 
  

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2018 

 

CASH FLOWS FROM OPERATING ACTIVITIES
State Aid Receipts 1,323,469$       
Other Operating Receipts 2,163                 
Cash Payments to Suppliers for Goods and Services (1,546,103)        

Net Cash Used For Operating Activities (220,471)           

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Federal and State Grant Receipts 261,537            
Charter School Capital Proceeds 912,300            
Charter School Capital Payments (917,911)           
Charter School Capital Program Fees (44,212)             
Note Payable Interest Payments (7,715)                

Net Cash Provided By Noncapital Financing Activities 203,999            

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Purchase of Assets (10,181)             

Net Cash Used For Capital and Related Financing Activities (10,181)             

Net Decrease in Cash and Cash Equivalents (26,653)             

Cash and Cash Equivalents - Beginning of the Year 52,965               
Cash and Cash Equivalents - Ending of the Year 26,312$            

See Accompanying Notes to the Basic Financial Statements  
 

            
 
 
 
 
 
 
 
 
 
 
 
 
 

(Continued) 
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STEAM ACADEMY OF WARRENSVILLE HEIGHTS - CUYAHOGA COUNTY, OHIO  
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2018 

(Continued) 

Reconciliation of Operating Loss to Net Cash Used For Operating Activities
Operating Loss (138,091)$         

Adjustments to Reconcile Operating Loss to 
Net Cash Used For Operating Activities:
Depreciation 7,793                 

Changes in Assets, Liabil ities, and Deferred Inflows and Outflows:
(Increase)/ Decrease in Receivables (36,760)             
(Increase)/ Decrease in Deferred Outflows 24,444               
Increase/ (Decrease) in Deferred Inflows 80,891               
Increase/ (Decrease) in Net Pension/OPEB Liabil ity (387,098)           
(Increase)/ Decrease in Prepaid Expense (3,194)                
Increase/(Decrease) in Accounts Payable, Trade 14,827               
Increase/ (Decrease) in Accounts Payable, Related Party 239,144            
Increase/ (Decrease) in Accrued Expenses (22,427)             

Net Cash Used For Operating Activities (220,471)$         

See Accompanying Notes to the Basic Financial Statements  
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NOTE 1 – DESCRIPTION OF ACADEMY 
 
The STEAM Academy of Warrensville Heights (the “Academy”) is a nonprofit corporation established 
pursuant to Ohio Revised Code Chapter 3314. The Academy offers education for Ohio children in 
kindergarten through eighth grade. The Academy is independent of any school district and is nonsectarian 
in its programs, admission policies, employment practices, and all other operations. The Academy may 
lease or acquire facilities as needed and contract for any services necessary for the operation of the 
Academy.  The Academy is a federally recognized 501(c) (3) nonprofit corporation established pursuant 
to Ohio Revised Code Chapter 1702. 

The Academy was approved for operation for a period of five academic years commencing after July 1, 
2013 and ending June 30, 2018 by the Ohio Council of Community Schools (the “Sponsor”) which has 
subsequently renewed an additional five years to 2023. The Sponsor is responsible for evaluating the 
performance of the Academy and has the authority to deny renewal of the contract at its expiration or 
terminate the contract prior to its expiration.  

The Academy operates under the direction of a Governing Board that consists of not less than five 
individuals who are not owners or employees, or immediate relatives or owners or employees of any for-
profit firm that operate or manage the Academy for the Governing Board. The Board is responsible for 
carrying out the provisions of the contract that include, but are not limited to, state-mandated provisions 
regarding student population, curriculum, academic goals, performance standards, admission standards, 
and qualifications of teachers.   
 
The Academy contracts with Accel Schools for management services including management of personnel 
and human resources, the program of instruction, technology, marketing, data management, purchasing, 
strategic planning, public relations, financial reporting, recruiting, compliance issues, budgets, contracts, 
and equipment and facilities.   
 
NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The financial statements of the Academy have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards 
Board (GASB) is the accepted standard-setting body for establishing governmental accounting and 
financial reporting principles. The more significant of the Academy’s accounting policies are described 
below. 
 
Basis of Presentation - The Academy’s basic financial statements consist of a statement of net position; a 
statement of revenues, expenses, and changes in net position; and a statement of cash flows. The 
Academy uses a single enterprise presentation for its financial records.  Enterprise reporting focuses on 
the determination of operating income, changes in net position, financial position, and cash flows.   
 
Measurement Focus - The enterprise activity is accounted for using a flow of economic resources 
measurement focus. All assets and all deferred outflows of resources and all liabilities and all deferred 
inflows of resources associated with the operation of the Academy are included on the statement of net 
position. The statement of revenues, expenses, and changes in net position presents increases (e.g. 
revenues) and decreases (e.g. expenses) in net position.  The statement of cash flows reflects how the 
Academy finances meet its cash flow needs.  
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Basis of Accounting - Basis of accounting determines when transactions are recorded in the financial 
records and reported on the financial statements.  The Academy’s financial statements are prepared using 
the accrual basis of accounting. Revenue resulting from exchange transactions, in which each party gives 
and receives essentially equal value, is recorded on the accrual basis when the exchange takes place. 
Revenue resulting from nonexchange transactions, in which Academy receives value without directly 
giving equal value in return, such as grants and entitlements, are recognized in the period in which all 
eligibility requirements have been satisfied. Eligibility requirements include timing requirements, which 
specify the period when the resources are required to be used or the period when use is first permitted, 
matching requirements, in which the Academy must provide local resources to be used for a specified 
purpose, and expenditure requirements, in which the resources are provided to the Academy on a 
reimbursement basis.  Expenses are recognized at the time they are incurred. 
  
Budgetary Process - Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C).  However, unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter 5705, unless specifically provided in the contract between the Academy and its Sponsor. The 
contract between the Academy and its Sponsor does not require the Academy to follow the provisions 
Ohio Revised Code Chapter 5705; therefore, no budgetary information is presented in the basic financial 
statements. 
 
Cash and Cash Equivalents - Cash received by the Academy is reflected as “Cash and Cash Equivalents” 
on the statement of net position.  The Academy had no investments during the fiscal year ended June 30, 
2018. 
 
Prepaid Items - The Academy records payments made to vendors for services that will benefit periods 
beyond June 30, 2018, as prepaid items using the consumption method. A current asset for the prepaid 
amount is recorded at the time of the purchase and an expense is reported in the year in which services 
are consumed. 
 
Capital Assets - All capital assets are capitalized at cost and updated for additions and retirements during 
the fiscal year.  Donated capital assets are recorded at their acquisition value as of the date received. The 
Academy maintains a capitalization threshold of one thousand five hundred dollars.  The Academy does 
not have any infrastructure. Improvements are capitalized. The costs of normal maintenance and repairs 
that do not add to the value of the asset or materially extend an asset’s life are not capitalized.   
 
All capital assets are depreciated.  Improvements are depreciated over the remaining useful lives of the 
related capital assets.  Depreciation is computed using the straight-line method over the estimated useful 
life of the asset. 
 

Description Useful Lives

Computers & Software 5 years

Furniture & Equipment 5 years  
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
   

Net Position - Net position represents the difference between assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources.  Net positions are reported as restricted when there are 
limitations imposed on their use either through the enabling legislation adopted by Academy or through 
external restrictions imposed by creditors, grantors, or laws or regulations of other governments.  The 
Academy applies restricted resources first when an expense is incurred for purposes for which both 
restricted and unrestricted net position are available. As of June 30, 2018, there was no net position 
restricted by enabling legislation. Net position consists of $24,556 invested in capital assets, net of 
accumulated depreciation. 
 
Operating Revenues and Expenses - Operating revenues are those revenues that are generated directly 
from the primary activity of the Academy.  Operating expenses are necessary costs incurred to provide 
the service that is the primary activity of the Academy.  All revenues and expenses not meeting this 
definition are reported as non-operating. 
 
Deferred Inflows and Deferred Outflows of Resources - In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of resources represent a consumption of net position that applies to a future period and will not be 
recognized as an outflow of resources (expense/expenditure) until then.  For the Academy, deferred 
outflows of resources are reported on the statement of net position for pension and OPEB.  The deferred 
outflows of resources related to pension and OPEB plans are explained in Notes 10 and 11.  
  
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. For the Academy, deferred inflows of resources include 
pension and OPEB. These amounts are deferred and recognized as an inflow of resources in the period 
the amounts become available.  Deferred inflows of resources related to pension and OPEB plans are 
reported on the statement of net position. (See Notes 10 and 11)  
 
Pensions/Other Postemployment Benefits (OPEB) 
 
For purposes of measuring the net pension/OPEB liability, deferred outflows of resources and deferred 
inflows of resources related to pensions/OPEB, and pension/OPEB expense, information about the 
fiduciary net position of the pension/OPEB plans and additions to/deductions from their fiduciary net 
positon have been determined on the same basis as they are reported by the pension/OPEB plan.  For this 
purpose, benefit payments (including refunds of employee contributions) are recognized when due and 
payable in accordance with the benefit terms.  The pension/OPEB plans report investments at fair value. 
  
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from those estimates.  
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NOTE 3 - CASH AND CASH EQUIVALENTS 
 
The Academy classifies deposits by category of risk as defined in GASB Statement No.3 “Deposits with 
Financial Institutions, Investments (including Repurchase Agreements) and Reverse Repurchase 
Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk Disclosures”.  The 
Academy maintains its cash balances at Huntington Bank in Ohio. The balances are insured by the Federal 
Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account. At June 30, 2018, the book 
amount of the Academy’s deposits was $26,312 and the bank balance was $37,382. 
  
NOTE 4 – RECEIVABLES 
 
At June 30, 2018, the Academy had Intergovernmental Receivables, in the amount of $38,073. These 
receivables represent monies due from State Aid and Title I, which was not received as of June 30, 2018. 
The Academy also had Accounts Receivables in the amount of $76,887 primarily related to an anticipated 
property tax refund. The receivables are expected to be collected within one year.   
   
NOTE 5 – CAPITAL ASSETS 
 
Capital asset activity for the period July 1, 2017 to June 30, 2018, was as follows: 
 

NOTE 6 – ADVANCES PAYABLE 
 
During the fiscal year ending 2018, the Academy received working capital advances from Charter School 
Capital through a receivables purchase agreement. As the Academy receives its monthly State funding, 
these advances are repaid, however, the Academy may elect to receive future advances from Charter 
School Capital by entering into additional agreements.  The total cost of funding for the year was $44,212. 
 
A summary of short-term advances for the Academy at June 30, 2018, is as follows: 
 

 
 
 
 

Balance Balance

06/30/17 Additions Deletions 06/30/18

Capital Assets:

Computers & Software 28,834$        -$             -$               28,834$         

Furniture & Equipment -               10,181          -                10,181           

Total Capital Assets 28,834         10,181          -                39,015           

Less Accumulated Depreciation:

Computers & Software (6,666)          (5,757)          -                (12,422)          

Furniture & Equipment -               (2,036)          -                (2,036)           

Total Accumulated Depreciation (6,666)          (7,793)          -                (14,459)          

Total Capital Assets, Net 22,168$        2,388$          -$               24,556$         

Balance 

6/30/2017 Additions Reductions

Balance 

6/30/2018

Charter School Capital 235,500$        912,300$        (917,911)$      229,889$        
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NOTE 7 – LONG-TERM OBLIGATIONS 
 
The changes in the Academy’s long-term obligations during fiscal year 2018 were as follows: 

The Academy signed a promissory note in the amount of $308,615, executed in 2015, payable to Accel 
Schools, LLC., a related party (see Note 15), to finance outstanding invoices for services and/or 
reimbursable expenses over a 10-year term at a fixed interest rate of 2.5%. The note is interest only unless 
the Academy is operating at a surplus. Interest on the note totaled $7,715 in 2018, and with this 
agreement, Accel Schools forgave $50,000 worth of related party accounts payable and long-term 
obligations in fiscal year 2017, including the remaining $3,844 note balance owed to Mosaica Education. 
 

   

 
Note Payable Accel Schools 
  

    Principal   Interest  

 2019            $        -       $ 7,715  

 2020                      -          7,715  

 2021                      -                                    7,715  

 2022                      -          7,715  

 2023                      -           7,715  

  2024-2025                308,615        15,430  

 Total            $    308,615    $54,005  

 

NOTE 8 – RISK MANAGEMENT 
 
The Academy is exposed to various risks of loss related to torts; theft of, damage to, and destruction of 
assets; errors and omissions; injuries to employees; and natural disasters.  During fiscal year 2018, the 
Academy contracted with Brown & Brown to provide insurance coverage with the Hartford Casualty 
Insurance Company and Hanover Fire Insurance Company.  
 

Restated 

Balance 

6/30/2017 Additions Reductions

Balance 

6/30/2018

Due within 

One Year

Total Pension/OPEB Liablity:

Net Pension Liability 1,689,108$   -$              (339,422)$    1,349,686$       -$              

Net OPEB Liablity 321,863        -               (47,676)        274,187           -                

Total Pension/OPEB Liablity 2,010,971     -                (387,098)      1,623,873         -                

Accel Schools - Notes Payable 308,615        -               -              308,615           -                

Total Long-Term Obligations 2,319,586$   -$              (387,098)$    1,932,488$       -$              
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NOTE 8 – RISK MANAGEMENT (continued) 
 

General Liability:
Each Occurrence 1,000,000$  
Aggregate Limit 2,000,000    
Medical Expense Limit - Any One Person/Occurrence 15,000         
Damage to Rented Premises - Each Occurrence 500,000       
Personal and Advertising Injury 1,000,000    

Automobile Liability:
Bodily Injury Limit 1,000,000    

Excess/Umbrella Liability:
Each Occurrence 10,000,000  
Aggregate Limit 10,000,000  

 
Settled claims have not exceeded this commercial coverage during the past three years, nor has there 
been reduction in insurance coverage throughout the year. 
 
NOTE 9 – PURCHASED SERVICES 
 
For the period July 1, 2017 through June 30, 2018, purchased service expenses were as follows: 
 

Purchased Services Amount
Personnel Services 605,827$         
Professional Services 329,401
Property Services 203,696

    Utilities 45,341
Travel & Meetings 103
Communications 38,617
Contractual Trade 103,440
Pupil Transportation 690

Total 1,327,115$      

 
NOTE 10 – DEFINED BENEFIT PENSION PLANS  
 
Net Pension Liability -The net pension liability reported on the Statement of Net Position represents a 
liability to employees for pensions. Pensions are a component of exchange transactions-–between an 
employer and its employees—of salaries and benefits for employee services.  Pensions are provided to an 
employee—on a deferred-payment basis—as part of the total compensation package offered by an 
employer for employee services each financial period.  The obligation to sacrifice resources for pensions 
is a present obligation because it was created as a result of employment exchanges that already have 
occurred.
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Net Pension Liability (continued) 
 
The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   
 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which pensions are financed; however, the 
Academy does receive the benefit of employees’ services in exchange for compensation including 
pension.  
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State legislature.  Any resulting legislative change to benefits or funding could 
significantly affect the net pension liability.   Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability 
on the accrual basis of accounting.  Any liability for the contractually-required pension contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   

 
Plan Description School Employees Retirement System (SERS)  
 
Plan Description –Academy non-teaching employees participate in SERS, a cost-sharing, multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability, and 
survivor benefits, annual cost-of-living adjustments, and death benefits to plan members and 
beneficiaries.   
 
Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  SERS issues a 
publicly available, stand-alone financial report that includes financial statements, required supplementary 
information, and detailed information about SERS’ fiduciary net position.  That report can be obtained by 
visiting the SERS website at www.ohsers.org under Employers/Audit Resources.  
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Plan Description School Employees Retirement System (SERS) continued  
 
Age and service requirements for retirement are as follows: 
 

Eligible to Eligible to
Retire on or before Retire on or after
August 1, 2017 * August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 65 with 5 years of service credit Age 57 with 30 years of service credit

Actuarially Reduced Benefits Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Age 55 with 25 years of service credit Age 60 with 25 years of service credit

* Members with 25 years of service credit as of August 1, 2017, will be included in this plan.  
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on years of service; 2.2 percent for the first thirty years of service and 2.5 percent for years 
of service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
When a benefit recipient has received benefits for 12 months, an annual COLA is provided. This COLA is 
calculated on the base retirement benefit at the date of retirement and is not compounded. For those 
retiring prior to January 7, 2013, the COLA will continue to be a three percent simple annual COLA. For 
those retiring after January 7, 2013, beginning in calendar year 2019, the COLA will be based on the 
average percentage increase in the Consumer Price Index, capped at three percent. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the Academy is required to contribute 14 percent of annual covered payroll. The contribution 
requirements of plan members and employers are established and may be amended by the SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent for 
employers.  The Retirement Board, acting with the advice of the actuary, allocates the employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B 
Fund, and Health Care Fund).  For the fiscal year ended June 30, 2018, the allocation to pension, death 
benefits, and Medicare B was 14.00 percent. SERS allocated 0.5 percent of employer contributions to the 
Health Care Fund for fiscal year 2018. 
 
The Academy’s contractually required contribution to SERS was $12,989 for fiscal year 2018.  
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description –Academy licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing, multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information, and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org. 
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Plan Description State teachers Retirement System (STRS) continued  
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan, and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 
3307.  The DB plan offers an annual retirement allowance based on final average salary multiplied by a 
percentage that varies based on years of service.  Effective August 1, 2015, the calculation will be 2.2 
percent of final average salary for the five highest years of earnings multiplied by all years of service. 
Members are eligible to retire at age 60 with five years of qualifying service credit, or age 55 with 26 years 
of service, or 31 years of service regardless of age.  Age and service requirements for retirement will 
increase effective August 1, 2015, and will continue to increase periodically until they reach age 60 with 
35 years of service or age 65 with five years of service on August 1, 2026. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination 
of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan.  In the Combined Plan, 12.0 of 
the 14.0 percent member rates goes to the DC Plan and the remaining 2.0 percent goes to the DB plan. 
Member contributions to the DC plan are allocated among investment choices by the member, and 
contributions to the DB plan from the employer and the member are used to fund the defined benefit 
payment at a reduced level from the regular DB Plan.  The defined benefit portion of the Combined Plan 
payment is payable to a member on or after age 60 with five years of services.  The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity 
after termination of employment at age 50 or later.  
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another STRS plan.  The optional annuitization of a member’s defined contribution account or the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of investment gain or loss on the account.  STRS has therefore included all three plan 
options in the GASB 68 schedules of employer allocation and pension amounts by employer.  
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit that apply for disability benefits.  Members in the DC Plan who 
become disabled are entitled only to their account balance.  If a member of the DC Plan dies before 
retirement benefits begin, the member’s designated beneficiary is entitled to receive the member’s 
account balance.  
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Plan Description State teachers Retirement System (STRS) (continued)  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2018, plan members were required to contribute 14 percent of their annual covered salary. The 
Academy was required to contribute 14 percent; the entire 14 percent was the portion used to fund 
pension obligations. The fiscal year 2018 contribution rates were equal to the statutory maximum rates.  
 
The Academy’s contractually required contributions to STRS was $81,353 for fiscal year 2018.  
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions  
 
The net pension liability was measured as of June 30, 2017, and the total pension liability used to calculate 
the net pension liability was determined by an actuarial valuation as of that date. The Academy's 
proportion of the net pension liability was based on the Academy's share of contributions to the pension 
plan relative to the contributions of all participating entities.   
 
Following is information related to the proportionate share and pension expense: 
 

 
 

Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, changes in assumptions and changes in the Academy’s proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods.  
 
The difference between projected and actual investment earnings is recognized in pension expense using 
a straight line method over a five year period beginning in the current year.  Deferred outflows and 
deferred inflows resulting from changes in sources other than differences between projected and actual 
investment earnings are amortized over the average expected remaining service lives of all members 
(both active and inactive) using the straight line method. Employer contributions to the pension plan 
subsequent to the measurement date are also required to be reported as a deferred outflow of resources.

SERS STRS Total

Proportion of the Net Pension Liability

  Prior Measurement Date 0.00300910% 0.00438822%

Proportion of the Net Pension Liability

  Current Measurement Date 0.00299500% 0.00492836%

Change in Proportionate Share -0.00001410% 0.00054014%

Proportionate Share of the Net Pension

  Liability 178,943$             1,170,743$          1,349,686$          

Pension Expense 34,348                 (170,163)              (135,815)              
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to Pensions – (continued) 
 
At June 30, 2018, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources 

 
$94,342 reported as deferred outflows of resources related to pension resulting from Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the year ending June 30, 2019.  Other amounts reported as deferred outflows of resources and 
deferred inflows of resources related to pension will be recognized in pension expense as follows:  

SERS STRS Total

Deferred Outflows of Resources
Differences between expected and

  actual experience 7,701$              45,209$            52,910$            

Changes of assumptions 9,253                 256,054            265,307            

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 52,786              553,950            606,736            

Academy contributions subsequent to the 

  measurement date 12,989              81,353              94,342              

Total Deferred Outflows of Resources 82,729$            936,566$          1,019,295$       

Differences between expected and

  actual experience 0$                      9,436$              9,436$              

Net difference between projected and

  actual earnings on pension plan investments 850                    38,638              39,488              

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 3,699                 0                        3,699                 

Total Deferred Inflows of Resources 4,549$              48,074$            52,623$            
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions (continued) 
 

 
Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment termination).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point.  The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant.  In many cases actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
 

SERS STRS Total

Fiscal Year Ending June 30:

2019 46,818$               335,171$              381,989$             

2020 20,352                 254,313                274,665               

2021 2,191                   165,510                167,701               

2022 (4,170)                  52,145                  47,975                 

Total 65,191$               807,139$              872,330$             
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – SERS (continued) 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2017, are presented below 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
COLA  or Ad Hoc COLA 2.5 percent
Investment Rate of Return 7.50 percent net of investments expense, including inflation
Actuarial Cost Method Entry Age Normal

 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection and a five year age set-back for both males and females.  Mortality among 
service retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection with Scale BB, 120 percent of male rates and 110 percent of female rates.  
Mortality among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 percent 
for male rates and 100 percent for female rates, set back five years is used for the period after disability 
retirement.  
 
The actuarial assumptions used in the June 30, 2017 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, payroll 
growth assumption and assumed real wage growth were reduced in the most recent actuarial valuation.  
The rates of withdrawal, retirement and disability updated to reflect recent experience and mortality rates 
were also updated. 
 
The long-term return expectation for the Pension Plan Investments has been determined using a building-
block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  A 
forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating a weighted averaged of the expected 
real return premiums for each asset class, adding the projected inflation rate, and adding the expected 
return from rebalancing uncorrelated asset classes. The target allocation and best estimates of arithmetic 
real rates of return for each major assets class are summarized in the following table: 
 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
International Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Stratagies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return 
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – SERS (continued) 
 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute.  Projected inflows from investment earning were calculated using the long-term assumed 
investment rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of projected 
benefits to determine the total pension liability.   
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the net pension liability calculated using the discount rate of 7.50 percent, as 
well as what each plan’s net pension liability would be if it were calculated using a discount rate that is 
one percentage point lower (6.50 percent), or one percentage point higher (8.50 percent) than the current 
rate.  

 
 

Actuarial Assumptions – STRS  

The total pension liability in the June 30, 2017, actuarial valuation was determined using the following 
actuarial assumptions, applied to all periods included in the measurement:  
 

 
 
Post-retirement mortality rates for healthy retirees are based on the RP-2014 Annuitant Mortality Table 
with 50% of rates through age 69, 70% of rates between ages 70 and 79, 90% of rates between ages 80 
and 84, and 100% of rates thereafter, projected forward generationally using mortality improvement scale 
MP-2016.  Post-retirement disabled mortality rates are based on the RP-2014 Disabled Mortality Table 
with 90% of rates for males and 100% of rates for females, projected forward generationally using 
mortality improvement scale MP-2016.  Pre-retirement mortality rates are based on RP-2014 Employee 
Mortality Table, projected forward generationally using mortality improvement scale MP-2016.Actuarial 
assumptions used in July 1, 2017, valuation are based on the results of an actuarial experience study, for 
the period July 1, 2011 through June 30, 2016  

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

Academy's proportionate share

  of the net pension liability $248,329 $178,943 $120,821
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – SERS (continued) 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows: 
 

Target
Asset Class Allocation *

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Long-Term Expected
Real Rate of Return **

 
 

*The target allocation percentage is effective as of July 1, 2017. Target weights will be phased in over a 
24-month period concluding on July 1, 2019. 
 
** 10-Year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25% and does not include investment expenses. Over a 30-year period, STRS Ohio’s investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management.  
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2017. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate increases 
described above. For this purpose, only employer contributions that are intended to fund benefits of 
current plan members and their beneficiaries are included.   
 
Based on those assumptions, STRS’ fiduciary net position was projected to be available to make all 
projected future benefit payments to current plan members as of June 30, 2017.  Therefore, the long-
term expected rate of return on pension plan investments of 7.45 percent was applied to all periods of 
projected benefit payment to determine the total pension liability as of June 30, 2017. 
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – SERS (continued) 
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the Academy's proportionate share of the net pension liability 
calculated using the current period discount rate assumption of 7.45 percent, as well as what the 
Academy's proportionate share of the net pension liability would be if it were calculated using a discount 
rate that is one-percentage-point lower (6.45 percent) or one-percentage-point higher (8.45 percent) than 
the current rate:  

 
 
Assumption Changes since the Prior Measurement Date 
The Retirement Board approved several changes to the actuarial assumptions in 2017. The long term 
expected rate of return was reduced from 7.75 percent to 7.45 percent, the inflation assumption was 
lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered to 3.00 percent, 
and total salary increases rate was lowered by decreasing the merit component of the individual salary 
increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy and disabled 
mortality assumptions were updated to the RP-2014 mortality tables with generational improvement 
scale MP-2016. Rates of retirement, termination and disability were modified to better reflect anticipated 
future experience. 
 
Benefit Term Changes Since the Prior Measurement Date 
Effective July 1, 2017, the COLA was reduced to zero.  
 
NOTE 11 – POSTEMPLOYMENT BENEFITS 
 
Net OPEB Liability 

 
The net OPEB liability reported on the statement of net position represents a liability to employees for 
OPEB. OPEB is a component of exchange transactions-–between an employer and its employees—of 
salaries and benefits for employee services.  OPEB are provided to an employee—on a deferred-payment 
basis—as part of the total compensation package offered by an employer for employee services each 
financial period.  The obligation to sacrifice resources for OPEB is a present obligation because it was 
created as a result of employment exchanges that already have occurred. 

 

The net OPEB liability represents the Academy’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB liability calculation is dependent on critical long-term 
variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting these estimates annually.   

 
 

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share

  of the net pension liability $1,678,220 $1,170,743 $743,269
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 
Net OPEB Liability (continued) 
 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which OPEB are financed; however, the Academy 
does receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the liability is solely the obligation of the employer, because they benefit from employee 
services.  OPEB contributions come from these employers and health care plan enrollees which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
to benefits or funding could significantly affect the net OPEB liability. Resulting adjustments to the net 
OPEB liability would be effective when the changes are legally enforceable. The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB liability 
on the accrual basis of accounting.  Any liability for the contractually-required OPEB contribution 
outstanding at the end of the year is included accrued expenses on the accrual basis of accounting.   
 
Plan Description - School Employees Retirement System (SERS) 
 
Health Care Plan Description - The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a 
cost-sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the death of a member or retiree, are eligible for SERS’ health care coverage. Most retirees and 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self-insured preferred provider 
organization for its non-Medicare retiree population. For both groups, SERS offers a self-insured 
prescription drug program. Health care is a benefit that is permitted, not mandated, by statute.  The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the 
plan selected, qualified years of service, Medicare eligibility, and retirement status.   
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required pensions and benefits, the 
Retirement Board may allocate the remainder of the employer contribution of 14 percent of covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2018, .5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro-rated if 
less than a full year of service credit was earned. For fiscal year 2018, this amount was $23,700. Statutes 
provide that no employer shall pay a health care surcharge greater than 2 percent of that employer’s 
SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the total statewide 
SERS-covered payroll for the health care surcharge.  For fiscal year 2018, the Academy’s surcharge 
obligation was $1,410.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The Academy’s contractually required contribution to SERS was 
$1,891 for fiscal year 2018.   
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part 
B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the 
report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed 
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees, for the most recent year, pay a portion of the health care costs in the form of a monthly 
premium.  Under Ohio law, funding for post-employment health care may be deducted from employer 
contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2018, STRS did 
not allocate any employer contributions to post-employment health care.   
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB  
 
The net OPEB liability was measured as of June 30, 2017, and the total OPEB liability used to calculate the 
net OPEB liability was determined by an actuarial valuation as of that date. The Academy's proportion of 
the net OPEB liability was based on the Academy's share of contributions to the respective retirement 
systems relative to the contributions of all participating entities.  Following is information related to the 
proportionate share and OPEB expense: 
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB – (continued) 

 
 
At June 30, 2018, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  
 

 
 
 

SERS STRS Total

Proportion of the Net OPEB Liability

  Prior Measurement Date 0.00305852% 0.00438822%

Proportion of the Net OPEB Liability

  Current Measurement Date 0.00305170% 0.00492836%

Change in Proportionate Share -0.00000682% 0.00054014%

Proportionate Share of the Net OPEB

  Liability 81,900$               192,287$             274,187$             

OPEB Expense 4,835                   (54,549)                (49,714)                

SERS STRS Total

Deferred Outflows of Resources
Differences between expected and

  actual experience 0$                      11,100$            11,100$            

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 0                        24,760              24,760              

Academy contributions subsequent to the 

  measurement date 1,891                 0                        1,891                 

Total Deferred Outflows of Resources 1,891$              35,860$            37,751$            

Deferred Inflows of Resources
Changes of assumptions 7,772                 15,489              23,261              

Net difference between projected and

  actual earnings on OPEB plan investments 216                    8,218                 8,434                 

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 142                    0                        142                    

Total Deferred Inflows of Resources 8,130$              23,707$            31,837$            
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB – (continued) 
 
$1,891 reported as deferred outflows of resources related to OPEB resulting from Academy contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending June 30, 2019.  Other amounts reported as deferred outflows of resources and deferred 
inflows of resources related to OPEB will be recognized in OPEB expense as follows:  
 

 
Actuarial Assumptions - SERS 
 
The total OPEB liability is determined by SERS’ actuaries in accordance with GASB Statement No. 74, as 
part of their annual actuarial valuation for each retirement plan. Actuarial valuations of an ongoing plan 
involve estimates of the value of reported amounts (e.g., salaries, credited service) and assumptions about 
the probability of occurrence of events far into the future (e.g., mortality, disabilities, retirements, 
employment terminations). Actuarially determined amounts are subject to continual review and potential 
modifications, as actual results are compared with past expectations and new estimates are made about 
the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point. The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 

SERS STRS Total

Fiscal Year Ending June 30:

2019 (2,922)$                1,340$                  (1,582)$                

2020 (2,922)                  1,340                    (1,582)                  

2021 (2,232)                  1,340                    (892)                     

2022 (54)                       1,342                    1,288                   

2023 0                          3,395                    3,395                   

Thereafter 0                          3,396                    3,396                   

Total (8,130)$                12,153$                4,023$                 
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 
Actuarial Assumptions – SERS (continued) 
 
Key methods and assumptions used in calculating the total OPEB liability in the latest actuarial valuation 
date of June 30, 2017, are presented below: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investments

expense, including inflation
Municipal Bond Index Rate:
    Measurement Date 3.56 percent
    Prior Measurement Date 2.92 percent
Single Equivalent Interest Rate, net of plan investment expense,
 including price inflation
    Measurement Date 3.63 percent
    Prior Measurement Date 2.98 percent
Medical Trend Assumption
    Medicare 5.50 to 5.00 percent
    Pre-Medicare 7.50 to 5.00 percent  

 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The most recent experience study was completed for the five year period ended June 30, 2015.   
 
The long-term expected rate of return on plan assets is reviewed as part of the actuarial five-year 
experience study. The most recent study covers fiscal years 2010 through 2015, and was adopted by the 
Board on April 21, 2016. Several factors are considered in evaluating the long-term rate of return 
assumption including long-term historical data, estimates inherent in current market data, and a log-
normal distribution analysis in which best-estimate ranges of expected future real rates of return were 
developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long-term expected rate of return, 7.50 percent, by weighting the expected future real rates 
of return by the target asset allocation percentage and then adding expected inflation. The capital market 
assumptions developed by the investment consultant are intended for use over a 10-year horizon and 
may not be useful in setting the long-term rate of return for funding pension plans which covers a longer 
timeframe. The assumption is intended to be a long-term assumption and is not expected to change 
absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental 
change in the market that alters expected returns in future years. 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 
as used in the June 30, 2015 five-year experience study, are summarized as follows: 
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 
Actuarial Assumptions – SERS (continued) 
 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return

 
 

Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2017 was 3.63 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2017 was 2.98 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be made 
from members and the System at the state statute contribution rate of 2.00 percent of projected covered 
employee payroll each year, which includes a 1.50 percent payroll surcharge and 0.50 percent of 
contributions from the basic benefits plan. Based on these assumptions, the OPEB plan’s fiduciary net 
position was projected to become insufficient to make future benefit payments during the fiscal year 
ending June 30, 2025. Therefore, the long-term expected rate of return on OPEB plan assets was used to 
present value the projected benefit payments through the fiscal year ending June 30, 2024 and the Fidelity 
General Obligation 20-year Municipal Bond Index rate of 3.56 percent, as of June 30, 2017 (i.e. municipal 
bond rate), was used to present value the projected benefit payments for the remaining years in the 
projection. The total present value of projected benefit payments from all years was then used to 
determine the single rate of return that was used as the discount rate. The projection of future benefit 
payments for all current plan members was until the benefit payments ran out. 
 
Sensitivity of the Academy's Proportionate Share of the Net OPEB Liability to Changes in the Discount 
Rate and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in 
the discount rate and the health care cost trend rate. The following table presents the net OPEB liability 
of SERS, what SERS' net OPEB liability would be if it were calculated using a discount rate that is 1 
percentage point lower (2.63%) and higher (4.63%) than the current discount rate (3.63%). Also shown is 
what SERS' net OPEB liability would be based on health care cost trend rates that are 1 percentage point 
lower (6.5% decreasing to 4.0%) and higher (8.5% decreasing to 6.0%) than the current rate. 
  

 
 

Current

1% Decrease Discount Rate 1% Increase

(2.63%) (3.63%) (4.63%)

Academy's proportionate share

  of the net OPEB liability $98,904 $81,900 $68,428
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 

Actuarial Assumptions – SERS (continued) 

 
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2017, actuarial valuation are presented below:   

 
Inflation 2.50 percent
Projected salary increases 12.50 percent at age 20 to 

 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment

 expenses, including inflation
Payroll Increases 3 percent
Cost-of-Living Adjustments 0.0 percent, effective July 1, 2017
  (COLA)
Blended Discount Rate of Return 4.13 percent
Health Care Cost Trends 6 to 11 percent initial, 4.5 percent ultimate  

 
Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between 
ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality 
improvement scale MP-2016. For disabled retirees, mortality rates are based on the RP-2014 Disabled 
Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected forward 
generationally using mortality improvement scale MP-2016. 
 
Actuarial assumptions used in the June 30, 2017, valuation are based on the results of an actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 
Since the prior measurement date, the discount rate was increased from 3.26 percent to 4.13 percent 
based on the methodology defined under GASB Statement No. 74, Financial Reporting for 
Postemployment Benefit Plans Other Than Pension Plans (OPEB) and the long term expected rate of return 
was reduced from 7.75 percent to 7.45 percent. Valuation year per capita health care costs were updated, 
and the salary scale was modified. The percentage of future retirees electing each option was updated 
based on current data and the percentage of future disabled retirees and terminated vested participants 
electing health coverage were decreased. The assumed mortality, disability, retirement, withdrawal and 
future health care cost trend rates were modified along with the portion of rebated prescription drug 
costs. 

Current

1% Decrease Trend Rate 1% Increase

(6.5 % decreasing (7.5 % decreasing (8.5 % decreasing

to 4.0%) to 5.0%) to 6.0%)

Academy's proportionate share

  of the net OPEB liability $66,455 $81,900 $102,340
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 
Actuarial Assumptions – STRS (continued) 
 
Also since the prior measurement date, the subsidy multiplier for non-Medicare benefit recipients was 
reduced from 2.1 percent to 1.9 percent per year of service. Medicare Part B premium reimbursements 
were discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 2019.  Subsequent to the current measurement 
date, the date for discontinuing remaining Medicare Part B premium reimbursements was extended to 
January 2020. 
 

STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
 

Target
Asset Class Allocation

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

* 10 year annualized geometric nominal returns, which  include the 
real rate of return and inflation of 2.25 percent and does not include 
investment expenses.  Over a 30-year period, STRS' investment
consultant indicates that the above target allocations should
generate a return above the actual rate of return, without net
value added by management.

Long-Term Expected
Rate of Return *
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 
Actuarial Assumptions – STRS (continued) 
 
Discount Rate The discount rate used to measure the total OPEB liability was 4.13 percent as of June 30, 
2017. The projection of cash flows used to determine the discount rate assumes STRS Ohio continues to 
allocate no employer contributions to the health care fund. Based on these assumptions, the OPEB plan’s 
fiduciary net position was not projected to be sufficient to make all projected future benefit payments of 
current plan members. The OPEB plan’s fiduciary net position was projected to become insufficient to 
make future benefit payments during the fiscal year ending June 30, 2037.  Therefore, the long-term 
expected rate of return on OPEB plan assets was used to determine the present value of the projected 
benefit payments through the fiscal year ending June 30, 2036 and the Bond Buyer 20-year municipal 
bond rate of 3.58 percent as of June 30, 2017 (i.e. municipal bond rate), was used to determine the present 
value of the projected benefit payments for the remaining years in the projection.  The total present value 
of projected benefit payments from all years was then used to determine the single rate of return that 
was used as the discount rate. The blended discount rate of 4.13 percent, which represents the long-term 
expected rate of return of 7.45 percent for the funded benefit payments and the Bond Buyer 20-year 
municipal bond rate of 3.58 percent for the unfunded benefit payments, was used to measure the total 
OPEB liability as of June 30, 2017.  A blended discount rate of 3.26 percent which represents the long term 
expected rate of 7.75 percent for the funded benefit payments and the Bond Buyer 20-year municipal 
bond rate of 2.85 percent for the unfunded benefit payments was used to measure the total OPEB liability 
at June 30, 2016. 
 
Sensitivity of the Academy’s Proportionate Share of the Net OPEB Liability to Changes in the Discount 
and Health Care Cost Trend Rate The following table represents the net OPEB liability as of June 30, 2017, 
calculated using the current period discount rate assumption of 4.13 percent, as well as what the net 
OPEB liability would be if it were calculated using a discount rate that is one percentage point lower (3.13 
percent) or one percentage point higher (5.13 percent) than the current assumption. Also shown is the 
net OPEB liability as if it were calculated using health care cost trend rates that are one percentage point 
lower or one percentage point higher than the current health care cost trend rates. 
 

 
 

 

 
 

Current

1% Decrease Discount Rate 1% Increase

(3.13%) (4.13%) (5.13%)

Academy's proportionate share

  of the net OPEB liability $258,141 $192,287 $140,239

Current

1% Decrease Trend Rate 1% Increase

Academy's proportionate share

  of the net OPEB liability $133,592 $192,287 $269,535
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NOTE 12 - CONTINGENCIES 
 
Grants - The Academy received financial assistance from federal and state agencies in the form of grants.  
The disbursement of funds received under these programs generally requires compliance with terms and 
conditions specified in the grant agreements and are subject to audit by the grantor agencies.  Any 
disallowed claims resulting from such audits could become a liability of the Academy. However, in the 
opinion of management, any such disallowed claims will not have a material adverse effect on the overall 
financial position of the Academy at June 30, 2018.   
 
Litigation - There are currently no matters in litigation with the Academy as defendant. 
 
Full-time Equivalency - Academy foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  
 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE did not perform such a review on the Academy for fiscal year 2018.  
 
As of the date of this report, additional ODE adjustments for fiscal year 2018 are not finalized.  As a result, 
the impact of future FTE adjustments on the fiscal year 2018 financial statements is not determinable, at 
this time. Management believes this may result in either an additional receivable to, or a liability of, the 
Academy. 
 
In addition, the Academy’s contracts with their Sponsor and Management Company require payment 
based on revenues received from the State.  As discussed above, additional FTE adjustments for fiscal year 
2018 are not finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 2018 
financial statements, related to additional reconciliation necessary with these contracts, is not 
determinable.  Management believes this may result in either an additional receivable to, or liability of, 
the Academy.   
 
NOTE 13 – BUILDING LEASES 
 
The Academy entered into a 66-month lease agreement in July 2013, to lease a building from Richmond 
Road LLC., as successor-in-interest to Overlook Court II, L.P., for the use of the building and grounds as a 
school facility.  The original lease term ends on December 31, 2018, but is renewable for 2 subsequent 5-
year terms. Under the lease agreement, the Academy is responsible for payment of all utilities, repairs 
and maintenance. Total rent paid for the fiscal year ending June 30, 2018 was $200,941. Future rent 
obligations for fiscal year 2019 are $100,524. 

Attachment 26: Audited Financial Statements Page 5387



STEAM ACADEMY OF WARRENSVILLE HEIGHTS - CUYAHOGA COUNTY, OHIO 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2018  
 

 42 

NOTE 14 – SPONSOR 
 
The Academy was approved for operation under a contract with its sponsor, Ohio Council of Community 
Schools, for a period of five academic years commencing July of 2013. As part of this contract, the Sponsor 
is entitled to 3% of the total state foundation funds. Total amount due and paid for fiscal year 2018 was 
$37,729. 
 
NOTE 15 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES 
 
The Academy entered into an agreement with Accel Schools, a management company, to provide legal, 
financial, and other management support services for fiscal year 2017. The agreement was for a period of 
five years beginning July 1, 2015. Management fees are calculated as 12.5% of the Academy’s State and 

Federal Revenue. The total amount due from the Academy for the fiscal year ending June 30, 2018 was 
$175,933 and is included under “Purchased Services” on the Statement of Revenues, Expenses and 
Changes in Net Position. 
 
Also, per the management agreement there are expenses that will be billed to the Academy based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of Accel employees working 
in at the Academy and other costs related to providing education and administrative services. The total 
amount billed to the Academy inclusive of management fees during fiscal year 2018 was $854,953. 
 
The following table is a summary of the management company expenses during fiscal year 2018: 
 

 
 

Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro-rated based on 
full time equivalent (FTE) head count as of June 30, 2018 by each school it manages.  
 

STEAM Academy of Warrensville Heights

Regular 
Instruction

(1100 Function 
Codes)

Special 
Instruction

(1200 Function 
Codes)

Support 
Services

(2000 Function 
Codes)

Non-Instructional 
(3000 through 
7000 Function 

Codes)

Total

Direct Expenses: 
Salaries & Wages (100 Object Codes) 492,824$        33,765$          144,584$        -$                     671,173$    
Employees’ Benefits (200 Object Codes) 26,749            906                 5,742              -                       33,397        
Professional & Technical Services (410 Object Codes) -                  -                  188,108          -                       188,108      
Supplies (500 Object Codes) 1,192              -                  2,712              -                       3,904          
Other Direct Costs (All Other Object Codes) -                  -                  17,113            -                       17,113        
Indirect Expenses: 
Overhead -                  -                  155,104          -                       155,104      
  
Total Expenses 520,765$        34,671$          513,363$        -$                     1,068,799$ 
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NOTE 16 – IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES AND RESTATEMENT OF NET 
POSITION 
 
For the fiscal year ended June 30, 2018, the Academy has implemented Governmental Accounting 
Standards Board (GASB) Statement No. 75, Accounting and Financial reporting for Postemployment 
Benefits other than Pensions, GASB Statement No. 81, Irrevocable Split-Interest Agreements, GASB 
Statement No. 85, Omnibus 2017 and GASB Statement No. 86, Certain Debt Extinguishments. 
 
GASB Statement No. 75 requires recognition of the entire net postemployment benefits other than 
pensions (other postemployment benefits or OPEB) liability and a more comprehensive measure of 
postemployment benefits expense for OPEB provided to the employees of state and local governmental 
employers through OPEB plans that are administered through trusts or equivalent arrangements. The 
implementation of GASB Statement No. 75 resulted in the inclusion of net OPEB liability and OPEB expense 
components on the accrual financial statements.  See below for the effect on net position as previously 
reported.  
 
GASB Statement No. 81 requires that a government that receives resources pursuant to an irrevocable 
split-interest agreement recognize assets, liabilities, and deferred inflows of resources at the inception of 
the agreement. Furthermore, it requires that a government recognize assets representing its beneficial 
interests in irrevocable split-interest agreements that are administered by a third party, if the government 
controls the present service capacity of the beneficial interests. This Statement also requires that a 
government recognize revenue when the resources become applicable to the reporting period.  The 
implementation of GASB Statement No. 81 did not have an effect on the financial statements of the 
Academy. 
 
GASB Statement No. 85 addresses a variety of topics including issues related to blending component units, 
goodwill, fair value measurement and application, and postemployment benefits. These changes were 
incorporated in the Academy’s fiscal year 2018 financial statements; however, there was no effect on 
beginning net position.  
 
GASB Statement No. 86 addresses the reporting and disclosure requirements of certain debt 
extinguishments including in-substance defeasance transactions and prepaid insurance associated with 
debt that is extinguished. The implementation of GASB Statement No. 86 did not have an effect on the 
financial statements of the Academy. 
 

Net Position June 30, 2017 (1,375,188)$ 

Adjustments:
Net OPEB liability (321,863)       
Deferred Outflow - Payments Subsequent to Measurement Date 1,984              

Restated Net Position June 30, 2017 (1,695,067)$ 

 
Other than employer contributions subsequent to the measurement date, the Academy made no 
restatement for deferred inflows/outflows of resources as the information needed to generate these 
restatements was not available. 
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NOTE 17 - MANAGEMENT PLAN 
 
For fiscal year 2018, the Academy had a net position deficit of $(1,609,574), which is inclusive of the 
impact of pension/OPEB liabilities and related accruals. The Academy’s net deficit in fiscal year 2018 
improved from the $(1,695,067) restated net deficit in fiscal 2017. Enrollment decreased in fiscal year 
2018 to 161, down from 186 in fiscal year 2017.  The Academy’s ability to maintain a stable administrative 
and instructional team along with active advertising via print, radio, mailings and through referrals of 
current parents is anticipated to help produce the likelihood of future enrollment growth leading to 
surpluses and provide an opportunity for the academy to recover from its prior deficits. 
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See accompanying notes to the required supplementary information. 
 

 
 
 

2018 2017 2016 2015
Academy's Proportion of the Net Pension

Liability 0.0029950% 0.0030091% 0.0027350% 0.0023920%

Academy's Proportionate Share of the Net
Pension Liability 178,943$        220,238$        129,728$        121,058$        

Academy's Covered Payroll 88,686$          178,664$        68,437$          70,216$          

Academy's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 201.77% 123.27% 189.56% 172.41%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 69.50% 62.98% 69.16% 71.70%

(1) Information prior to 2015 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net Pension Liability

School Employees Retirement System of Ohio
Last Four Fiscal Years (1)
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See accompanying notes to the required supplementary information. 
 
 
 
 
 
 
  
 

2018 2017 2016 2015
Academy's Proportion of the Net Pension

Liability 0.00492836% 0.00438822% 0.00332275% 0.00230238%

Academy's Proportionate Share of the Net
Pension Liability 1,170,743$        1,468,870$        918,311$          560,018$          

Academy's Covered Payroll 541,814$          410,871$          346,671$          253,338$          

Academy's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 216.08% 357.50% 264.89% 221.06%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 75.30% 66.80% 72.10% 74.70%

(1) Information prior to 2015 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net Pension Liability

State Teachers Retirement System of Ohio
Last Four Fiscal Years (1)
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See accompanying notes to the required supplementary information. 
 

2018 2017 2016 2015 2014

Contractually Required Contribution 12,989$          12,416$          25,013$          9,020$            9,732$            

Contributions in Relation to the 
Contractually Required Contribution (12,989)           (12,416)           (25,013)           (9,020)            (9,732)            

Contribution Deficiency (Excess) -                 -                 -                 -                 -                 

Academy Covered Payroll 96,215$          88,686$          178,664$        68,437$          70,216$          

Contributions as a Percentage of
Covered Payroll 13.50% 14.00% 14.00% 13.18% 13.86%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

Required Supplementary Information
Schedule of Academy Contributions - Pension
School Employees Retirement System of Ohio

Last Five Fiscal Years (1)
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See accompanying notes to the required supplementary information. 

2018 2017 2016 2015 2014

Contractually Required Contribution 81,353$            75,854$            57,522$            48,534$            32,934$            

Contributions in Relation to the 
Contractually Required Contribution (81,353)            (75,854)            (57,522)            (48,534)            (32,934)            

Contribution Deficiency (Excess) -$                 -$                 -$                 -$                 -$                 

Academy Covered Payroll 581,093$          541,814$          410,871$          346,671$          253,338$          

Contributions as a Percentage of
Covered Payroll 14.00% 14.00% 14.00% 14.00% 13.00%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

Required Supplementary Information
Schedule of Academy Contributions - Pension

State Teachers Retirement System of Ohio
Last Five Fiscal Years (1)
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2018 2017
Academy's Proportion of the Net OPEB

Liability 0.00305170% 0.00305852%

Academy's Proportionate Share of the Net
OPEB Liability 81,900$          87,180$          

Academy's Covered Payroll 88,686$          178,664$        

Academy's Proportionate Share of the Net
OPEB Liability as a Percentage
of its Covered Payroll 92.35% 48.80%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability 12.46% 11.49%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net OPEB Liability

School Employees Retirement System of Ohio
Last Two Fiscal Years (1)
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2018 2017
Academy's Proportion of the Net OPEB

Liability 0.00492836% 0.00438822%

Academy's Proportionate Share of the Net
OPEB Liability 197,287$          234,683$          

Academy's Covered Payroll 541,814$          410,871$          

Academy's Proportionate Share of the Net
OPEB Liability as a Percentage
of its Covered Payroll 36.41% 57.12%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability 47.10% 37.30%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net OPEB Liability

State Teachers Retirement System of Ohio
Last Two Fiscal Years (1)
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2018 2017 2016 2015 2014

Contractually Required Contribution (2) 1,891$            1,984$            1,587$            561$          262$              

Contributions in Relation to the 
Contractually Required Contribution (1,891)            (1,984)            (1,587)            (561)          (262)               

Contribution Deficiency (Excess) -                 -                 -                 -            -                 

Academy Covered Payroll 96,215$          88,686$          178,664$        68,437$      70,216$          

OPEB Contributions as a Percentage of
Covered Payroll (2) 1.97% 2.24% 0.89% 0.82% 0.37%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 
(2) Includes Surcharge

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - OPEB

School Employees Retirement System of Ohio
Last Five Fiscal Years (1)
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2018 2017 2016 2015 2014

Contractually Required Contribution -$                     -$                 -$                 -$                 2,533$              

Contributions in Relation to the 
Contractually Required Contribution -                      -                  -                  -                  (2,533)              

Contribution Deficiency (Excess) -$                     -$                 -$                 -$                 -$                 

Academy Covered Payroll 581,093$              541,814$          410,871$          346,671$          253,338$          

Contributions as a Percentage of
Covered Payroll 0.00% 0.00% 0.00% 0.00% 1.00%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - OPEB
State Teachers Retirement System of Ohio

Last Five Fiscal Years (1)
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Net Pension Liability  
 
Changes of benefit terms - SERS:  
 
There were no changes in benefit terms from the amounts reported for fiscal years 2014-2018. 
 
The following changes were made to the benefit terms in 2018 as identified: The COLA was changed from 
a fixed 3.00% to a COLA that is indexed to CPI-W not greater than 2.5% with a floor of 0% beginning 
January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has enacted a 
three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in assumptions - SERS:  
 
There were no changes in methods and assumptions used in the calculation of actuarial determined 
contributions for fiscal years 2014-2016 and 2018. For fiscal year 2018, the following changes of 
assumptions affected the total pension liability since the prior measurement date: (a) the assumed rate 
of inflation was reduced from 3.25% to 3.00%, (b) payroll growth assumption was reduced from 4.00% to 
3.50%, (c) assumed real wage growth was reduced from 0.75% to 0.50%, (d) Rates of withdrawal, 
retirement and disability were updated to reflect recent experience, (e) mortality among active members 
was updated to RP-2014 Blue Collar Mortality Table with fully generational projection and a five year age 
set-back for both males and females, (f) mortality among service retired members, and beneficiaries was 
updated to the following RP-2014 Blue Collar Mortality Table with fully generational projection with Scale 
BB, 120% of male rates, and 110% of female rates and (g) mortality among disable member was updated 
to RP-2000 Disabled Mortality Table, 90% for male rates and 100% for female rates, set back five years is 
used for the period after disability retirement (h) change in discount rate from 7.75% to 7.5%.   

 
Changes in benefit terms - STRS:  
 
There were no changes in benefit terms from the amounts reported for fiscal years 2014-2017. Effective 
for fiscal year 2018, the cost of living adjustment (COLA) was reduced to zero. 
 
Changes in assumptions - STRS:  
 
There were no changes in methods and assumptions used in the calculation of actuarial determined 
contributions for fiscal years 2014-2018.  For fiscal year 2018, the following changes of assumptions 
affected the total pension liability since the prior measurement date: (a) inflation assumption lowered 
from 2.75% to 2.50%, (b) investment return assumption lowered from 7.75% to 7.45%, (c) total salary 
increases rates lowered by decreasing the merit component of the individual salary increases, as well as 
by 0.25% due to lower inflation, (d) payroll growth assumption lowered to 3.00%, (e) updated the healthy 
and disable mortality assumption to the “RP-2014” mortality tables with generational improvement scale 
MP-2016, (f) rates of retirement, termination and disability were modified to better reflect anticipated 
future experience.  
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Net OPEB Liability  
 
Changes in Assumptions – SERS  
 
Amounts reported for fiscal year 2018 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability as presented below:  
 
Municipal Bond Index Rate: 
    Fiscal year 2018          3.56 percent 
    Fiscal year 2017         2.92 percent 
Single Equivalent Interest Rate, net of plan investment expense, 
 including price inflation 
    Fiscal year 2018          3.63 percent 
    Fiscal year 2017         2.98 percent 
 
Changes in Assumptions – STRS  
 
For fiscal year 2018, the discount rate was increased from 3.26 percent to 4.13 percent based on the 
methodology defined under GASB Statement No. 74, Financial Reporting for Postemployment Benefit 
Plans Other Than Pension Plans (OPEB) and the long term expected rate of return was reduced from 7.75 
percent to 7.45 percent. Valuation year per capita health care costs were updated, and the salary scale 
was modified. The percentage of future retirees electing each option was updated based on current data 
and the percentage of future disabled retirees and terminated vested participants electing health 
coverage were decreased. The assumed mortality, disability, retirement, withdrawal and future health 
care cost trend rates were modified along with the portion of rebated prescription drug costs.  
  
Also, for fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. 
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December 28, 2018

To the Board of Directors
STEAM Academy of Warrensville Heights
Cuyahoga County, Ohio
4700 Richmond Rd.
Warrensville Heights, Ohio 44128

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the STEAM Academy of Warrensville 
Heights, Cuyahoga County, Ohio (the “Academy”) as of and for the year ended June 30, 2018, and the related 
notes to the financial statements, which collectively comprise the Academy’s basic financial statements, and have 
issued our report thereon dated December 28, 2018, in which we noted the Academy restated their net position to 
account for the implementation of Governmental Accounting Standard Board (GASB) Statement No. 75, 
“Accounting and Financial reporting for Postemployment Benefits other than Pensions”, and the Academy has 
suffered recurring losses from operations and has a net position deficit of $1,609,574, including the net effect of 
net pension liability, net OPEB liability and related accruals totaling $651,287, that raises substantial doubt about 
its ability to continue as a going concern.

Internal Control over Financial Reporting

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

A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance. 
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STEAM Academy of Warrensville Heights 
Independent Auditor’s Report on Internal Control over Financial Reporting 
   and on Compliance and Other Matters Based on an Audit of 
   Financial Statements Performed in Accordance with 

Government Auditing Standards
Page 2 of 2

Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified.

Compliance and Other Matters

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

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose.

Cambridge, Ohio
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Board of Directors 
STEAM Academy of Warrensville Heights 
4700 Richmond Road 
Warrensville Heights, Ohio 44128 
 
 
We have reviewed the Independent Auditor’s Report of the STEAM Academy of Warrensville 
Heights, Cuyahoga County, prepared by Rea & Associates, Inc., for the audit period July 1, 2016 
through June 30, 2017.  Based upon this review, we have accepted these reports in lieu of the 
audit required by Section 117.11, Revised Code.  The Auditor of State did not audit the 
accompanying financial statements and, accordingly, we are unable to express, and do not 
express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The STEAM Academy of Warrensville Heights is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
 
 
Dave Yost 
Auditor of State 
 
March 16, 2018 
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December 26, 2017 
 
To the Board of Directors 
STEAM Academy of Warrensville Heights 
Cuyahoga County, Ohio 
4700 Richmond Road 
Warrensville Heights, Ohio 44128 
 

INDEPENDENT AUDITOR'S REPORT 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the STEAM Academy of Warrensville 
Heights, Cuyahoga County, Ohio, (the “Academy”) as of and for the year ended June 30, 2017, and the 
related notes to the financial statements, which collectively comprise the Academy’s basic financial 
statements as listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the Academy’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Academy’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion 
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STEAM Academy of Warrensville Heights 
Independent Auditor’s Report 
Page 2 of 2 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position 
of the Academy as of June 30, 2017, and the changes in its financial position and its cash flows for the year then 
ended in accordance with accounting principles generally accepted in the United States of America. 
 
Emphasis of a Matter  
 
The accompanying financial statements have been prepared assuming the Academy will continue as a going 
concern. As disclosed in Note 16 to the financial statements, the Academy has suffered recurring losses from 
operations and has a net position deficit of $1,375,188 that raises substantial doubt about its ability to continue as a 
going concern. This deficit net position includes the effect of the net pension liability and related accruals totaling 
$613,171. Note 16 describes management’s plan regarding these issues. The financial statements do not include any 
adjustments that might result from the outcome of this uncertainty. Our opinion is not modified with respect to this 
matter. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s Discussion 
and Analysis and the Schedule of the Academy's Proportionate Share of the Net Pension Liability, and Schedule of 
the Academy’s Contributions on pages 3-7, 32-33, and 34-35, respectively, be presented to supplement the basic 
financial statements. Such information, although not a part of the basic financial statements, is required by the 
Governmental Accounting Standards Board who considers it to be an essential part of financial reporting for placing 
the basic financial statements in an appropriate operational, economic, or historical context. We have applied certain 
limited procedures to the required supplementary information in accordance with auditing standards generally 
accepted in the United States of America, which consisted of inquiries of management about the methods of 
preparing the information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic financial 
statements. We do not express an opinion or provide any assurance on the information because the limited 
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.  
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated December 26, 2017 on our 
consideration of the Academy’s internal control over financial reporting and on our tests of its compliance with 
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report 
is to describe the scope of our testing of internal control over financial reporting and compliance and the results of 
that testing, and not to provide an opinion on internal control over financial reporting or on compliance. That report 
is an integral part of an audit performed in accordance with Government Auditing Standards in considering the 
Academy’s internal control over financial reporting and compliance. 
 
 
 
 
 

Cambridge, Ohio 
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The discussion and analysis of the STEAM Academy of Warrensville Heights’ (the “Academy”) financial 
performance provides an overall review of the Academy’s financial activities for the fiscal year ended June 
30, 2017. The intent of this discussion and analysis is to look at the Academy’s financial performance as a 
whole. Readers should also review the financial statements and notes to the financial statements to 
enhance their understanding of the Academy’s financial performance.  
 

FINANCIAL HIGHLIGHTS 
 
Key highlights for fiscal year 2017 are as follows: 
 

 Net position decreased $430,332. 

 Operating revenues accounted for $1,506,647 of the Academy’s total revenues of $1,728,905. 

 Operating expenses accounted for $2,116,755 of the total expenses of $2,159,237. 

 
OVERVIEW OF THE FINANCIAL STATEMENTS 
 
The financial report consists of three parts; required supplemental information, the basic financial 
statements, and the notes to the financial statements. These statements are organized so the reader can 
understand the financial position of the Academy. Enterprise accounting uses a flow of economic 
resources measurement focus. With this measurement focus, all assets and all deferred outflows of 
resources and all liabilities and all deferred inflows of resources are included on the statement of net 
position. The statement of net position answers the question of how well the Academy performed 
financially during 2017.  The statement of revenues, expenses, and changes in net position presents 
increases (e.g., revenues) and decreases (e.g., expenses) in net position.  The statement of cash flows 
reflects how the Academy finances and meets its cash flow needs.  Finally, the notes to the basic financial 
statements provide additional information that is essential to a full understanding of the data provided 
on the basic financial statements. 

 
FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE 
 
The Academy is not required to present government-wide financial statements as the Academy is engaged 
in only business-type activities.  Therefore, no condensed financial information derived from the 
governmental-wide financial statements is included in the discussion and analysis.    
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Table 1 provides a summary of the Academy’s net position for 2017 compared to 2016:  
 

Table 1 
Statement of Net Position 

 Assets: 

   Current assets: 2017 2016

     Cash and Cash Equivalents  $                52,965  $                27,104 

     Intergovernmental Receivable                    64,226                    14,579 

     Prepaid Expense                    45,881                    44,892 

       Total Current Assets                  163,072                    86,575 
   

 Noncurrent assets: 

    Capital Assets, net of Accumulated Depreciation                    22,168                      3,597 

       Total Noncurrent Assets                    22,168                      3,597 

 Total assets                  185,240                    90,172 

 Deferred Outflows of Resources              1,079,506                  843,706 

 Liabilities: 

   Current Liabilities: 

     Accounts Payable, Trade                    42,874                    60,520 

     Accounts Payable, Related Party                  337,181                  226,239 

     Accrued Expenses                    23,087                    26,642 

     Advances Payable                  235,500                  166,800 

       Total Current Liabilities                  638,642                  480,201 

 Noncurrent liabilities: 

   Net Pension Liability              1,689,108              1,048,039 

   Noncurrent Portion of Long-term Debt                  308,615                  308,615 

     Total Noncurrent Liabilities              1,997,723              1,356,654 

         Total Liabilities              2,636,365              1,836,855 

 Deferred Inflows of Resources                      3,569                    41,879 

 Net Position 

   Invested in Capital Assets                    22,168                      3,597 

   Unrestricted Net Position            (1,397,356)               (948,453)
      Total Net Position  $       (1,375,188)  $           (944,856)
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Results of fiscal year 2017 indicate a decrease in net position of $430,332. The decrease in net position is 
primarily due to under enrollment at the facility and an increase in pension expense recognized under 
GASB 68. The Academy ended fiscal 2017 with 186 students. 
 
Under the standards required by GASB 68, the net pension liability equals the Academy’s proportionate 
share of each plan’s collective: 
 

1. Present value of estimated future pension benefits attributable to active and inactive employees’ 
past service  

2. Minus plan assets available to pay these benefits 

GASB notes that pension obligations, whether funded or unfunded, are part of the “employment 
exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, and the 
promise of a future pension.  GASB noted that the unfunded portion of this pension promise is a present 
obligation of the government, part of a bargained-for benefit to the employee, and should accordingly be 
reported by the government as a liability since they received the benefit of the exchange.  However, the 
Academy is not responsible for certain key factors affecting the balance of this liability.  In Ohio, the 
employee shares the obligation of funding pension benefits with the employer.  Both employer and 
employee contribution rates are capped by State statute.  A change in these caps requires action of both 
Houses of the General Assembly and approval of the Governor.  Benefit provisions are also determined 
by State statute.  The employee enters the employment exchange with the knowledge that the employer’s 
promise is limited not by contract but by law.  The employer enters the exchange also knowing that there 
is a specific, legal limit to its contribution to the pension system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension system as against the public employer.  State law operates 
to mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the employment exchange with notice as to the law.  The pension system is responsible for the 
administration of the plan.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability.  As explained above, changes in pension benefits, contribution rates, 
and return on investments affect the balance of the net pension liability, but are outside the control of 
the local government.  In the event that contributions, investment returns, and other changes are 
insufficient to keep up with required pension payments, State statute does not assign/identify the 
responsible party for the unfunded portion.  Due to the unique nature of how the net pension liability is 
satisfied, this liability is separately identified within the long-term liability section of the statement of net 
position. 
 
In accordance with GASB 68, the Academy’s statements prepared on an accrual basis of accounting 
include an annual pension expense for their proportionate share of each plan’s change in net pension 
liability not accounted for as deferred inflows/outflows. As a result of implementing GASB 68, the 
Academy is reporting a net pension liability and deferred inflows/outflows of resources related to pension 
on the accrual basis of accounting.   
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Table 2 reflects the changes in net position for fiscal year 2017 and 2016: 
               

Table 2 
Statement of Revenues, Expenses, and Change in Net Position 

 
2017 2016

Operating Revenues:

  State Aid 1,482,309$     1,144,580$     

  Miscellaneous 24,338           1,610             

     Total Operating Revenues 1,506,647       1,146,190       

Operating Expenses:

  Purchased Services 2,041,858       1,469,668       

  Depreciation 5,767             899                

  General Supplies 61,997           65,130           

  Other Operating Expenses 7,133             34,807           

    Total Operating Expenses 2,116,755       1,570,504       

      Operating Loss (610,108)         (424,314)         

Nonoperating Revenues and (Expenses):

  Debt Forgiveness -                    50,000           

  Federal and State Restricted Grants 222,258          185,562          

  Interest Expense (42,482)          (30,532)          

    Net Nonoperating Revenues and (Expenses) 179,776          205,030          

Change in Net Position (430,332)         (219,284)         

Net Position Beginning of Year (944,856)         (725,572)         

Net Position End of Year (1,375,188)$    (944,856)$       

 
At the onset of planning for the opening of the Academy, management and the board carefully calculated 
the costs and risks associated with offering a high quality educational program that would be competitive 
with the educational programs available at the traditional public schools and weighed those costs and 
risks against the enhanced educational opportunities that would be available to students.  Based on that 
analysis, the board and its management made the decision to make an investment in the future of the 
children of this community, not based on a plan that was expected to generate economic profits, but 
rather on a plan that is economically sustainable and that would generate dividends to the community in 
the form of enhanced opportunities for children and families. Resources for the necessary programs came 
from delaying payment on invoices from the Academy’s management company for certain rent, 
management services, other operating expenses and invoices for payroll of Academy staff.   
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BUDGETING 
 
Unlike other public schools located in the State of Ohio, community schools are not required to follow 
budgetary provision set forth in the Ohio Revised Code Chapter 5705, other than the development of a 
five-year forecast. The Academy’s contract with its sponsor also requires an annual financial plan.   
 

CAPITAL ASSETS 
 
At the end of fiscal year 2017, the Academy had $22,168 net invested in capital assets (net of accumulated 
depreciation) for computers. The following table shows fiscal year 2017 compared to 2016:   
      

2017 2016 Change

Computer & Software $22,168 $3,597 $18,571

Net Capital Assets $22,168 $3,597 $18,571

Capital Assets at June 30 (Net of Depreciation)

 
For further information regarding the Academy’s capital assets, refer to Note 5 of the basic financial 
statements.   
 

DEBT 
 
In May 2015, the Academy entered into an agreement with Charter School Capital to borrow against its 
future foundation payments. The outstanding balance at the end of fiscal year 2017 was $235,500. The 
Academy also had a long-term Notes Payable to Accel Schools in the amount of $308,615 outstanding at 
year end.  For further information regarding the Academy’s debt, refer to Note 6 and Note 7 of the basic 
financial statements. 
  

OPERATIONS 
 
The Academy is a public school established pursuant to Ohio Revised Code Chapter 3314. The Academy 
offers education for Ohio children in kindergarten through eighth grade. The Academy is independent of 
any school district and is nonsectarian in its programs, admission policies, employment practices, and all 
other operations. The Academy may lease or acquire facilities as needed and contract for any services 
necessary for the operation of the Academy.    
 

REQUESTS FOR INFORMATION 
 
This financial report is designed to provide our citizens, taxpayers, investors and creditors with a general 
overview of the Academy’s finances and to show the Academy’s accountability for the money it receives.  
If you have any questions concerning this report, please contact the Academy’s Fiscal Officer, C. David 
Massa of Massa Financial Solutions, LLC, 4700 Richmond Road, Warrensville Heights, OH  44128. 
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STEAM ACADEMY OF WARRENSVILLE HEIGHTS - CUYAHOGA COUNTY, OHIO 

  
Statement of Net Position 

June 30, 2017 

 

Assets:

Current Assets:

    Cash and Cash Equivalents 52,965$            

    Intergovernmental Receivable 64,226

    Prepaid Expense 45,881

      Total Current Assets 163,072

Noncurrent Assets:

  Capital Assets, net of Accumulated Depreciation 22,168

22,168

Total Assets 185,240            

Deferred Outflows of Resources 1,079,506         

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 42,874               

    Accounts Payable, Related Party 337,181            

    Accrued Expenses 23,087               

    Advances Payable 235,500            

       Total Current Liabilities 638,642            

Noncurrent Liabilities:

  Net Pension Liability 1,689,108

  Noncurrent Portion of Long-Term Debt 308,615

    Total Noncurrent Liabilities 1,997,723

       Total Liabilities 2,636,365

Deferred Inflows of Resources 3,569

Net Position:

  Invested in Capital Assets 22,168

  Unrestricted Net Position (1,397,356)

  Total Net Position (1,375,188)$     

See Accompanying Notes to the Basic Financial Statements  
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STEAM ACADEMY OF WARRENSVILLE HEIGHTS - CUYAHOGA COUNTY, OHIO 

  
Statement of Revenues, 

Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2017 

 

Operating Revenues:

  State Aid 1,482,309$       

  Miscellaneous 24,338

    Total Operating Revenues 1,506,647

Operating Expenses:

  Purchased Services 2,041,858

  Depreciation 5,767

  Supplies 61,997

  Other Operating Expenses 7,133

    Total Operating Expenses 2,116,755

      Operating Loss (610,108)

Non-Operating Revenues and (Expenses):

  Federal and State Restricted Grants 222,258

  Interest Expense (42,482)             

    Net Non-operating Revenues and (Expenses) 179,776

Change in Net Position (430,332)           

Net Position Beginning of Year (944,856)           

Net Position End of Year (1,375,188)$     

See Accompanying Notes to the Basic Financial Statements  
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STEAM ACADEMY OF WARRENSVILLE HEIGHTS - CUYAHOGA COUNTY, OHIO 

  
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2017 
 

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 1,435,900$       

Other Operating Receipts 24,338               

Cash Payments to Suppliers for Goods and Services (1,655,276)        

Net Cash Used For Operating Activities (195,038)           

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Federal and State Grant Receipts 219,019            

Charter School Capital Proceeds 800,191            

Charter School Capital Payments (731,491)           

Charter School Capital Program Fees (34,767)             

Note Payable Interest Payments (7,715)                

Net Cash Provided By Noncapital Financing Activities 245,237            

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Purchase of Assets (24,338)             

Net Cash Used For Capital and Related Financing Activities (24,338)             

Net Increase in Cash and Cash Equivalents 25,861               

Cash and Cash Equivalents - Beginning of the Year 27,104               

Cash and Cash Equivalents - Ending of the Year 52,965$            

 
 

           See Accompanying Notes to the Basic Financial Statements 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

(Continued) 
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STEAM ACADEMY OF WARRENSVILLE HEIGHTS - CUYAHOGA COUNTY, OHIO  
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2017 

(Continued) 

Reconciliation of Operating Loss to Net Cash Used For Operating Activities

Operating Loss (610,108)$         

Adjustments to Reconcile Operating Loss to 

Net Cash Used For Operating Activities:

Depreciation 5,767                 

Changes in Assets, Liabilities, and Deferred Inflows and Outflows:

(Increase) in Receivables (46,408)             

(Increase)/ Decrease in Deferred Outflows (235,800)           

Increase/ (Decrease) in Deferred Inflows (38,310)             

Increase/ (Decrease) in Net Pension Liability 641,069            

(Increase)/ Decrease in Prepaid Expense (989)                   

Increase/(Decrease) in Accounts Payable, Trade (17,646)             

Increase/ (Decrease) in Accounts Payable, Related Party 110,942            

Increase/ (Decrease) in Accrued Expenses (3,555)                

Net Cash Used For Operating Activities (195,038)$         

 
 
See Accompanying Notes to the Basic Financial Statements 
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NOTE 1 – DESCRIPTION OF ACADEMY 
 
The STEAM Academy of Warrensville Heights (the “Academy”) is a nonprofit corporation established 
pursuant to Ohio Revised Code Chapter 3314. The Academy offers education for Ohio children in 
kindergarten through eighth grade. The Academy is independent of any school district and is nonsectarian 
in its programs, admission policies, employment practices, and all other operations. The Academy may 
lease or acquire facilities as needed and contract for any services necessary for the operation of the 
Academy.  The Academy is a federally recognized 501(c) (3) nonprofit corporation established pursuant 
to Ohio Revised Code Chapter 1702. 

The Academy was approved for operation for a period of five academic years commencing after July 1, 
2013 and ending June 30, 2018 by the Ohio Council of Community Schools (the “Sponsor”). The Sponsor 
is responsible for evaluating the performance of the Academy and has the authority to deny renewal of 
the contract at its expiration or terminate the contract prior to its expiration.  

The Academy operates under the direction of a Governing Board that consists of not less than five 
individuals who are not owners or employees, or immediate relatives or owners or employees of any for-
profit firm that operate or manage the Academy for the Governing Board. The Board is responsible for 
carrying out the provisions of the contract that include, but are not limited to, state-mandated provisions 
regarding student population, curriculum, academic goals, performance standards, admission standards, 
and qualifications of teachers.   
 
The Academy contracts with Accel Schools for management services including management of personnel 
and human resources, the program of instruction, technology, marketing, data management, purchasing, 
strategic planning, public relations, financial reporting, recruiting, compliance issues, budgets, contracts, 
and equipment and facilities.   
 

NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The financial statements of the Academy have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards 
Board (GASB) is the accepted standard-setting body for establishing governmental accounting and 
financial reporting principles. The more significant of the Academy’s accounting policies are described 
below. 
 
Basis of Presentation - The Academy’s basic financial statements consist of a statement of net position; a 
statement of revenues, expenses, and changes in net position; and a statement of cash flows. The 
Academy uses a single enterprise presentation for its financial records.  Enterprise reporting focuses on 
the determination of operating income, changes in net position, financial position, and cash flows.   
 
Measurement Focus - The basic financial statements are accounted for using a flow of economic resources 
measurement focus. All assets and all deferred outflows of resources and all liabilities and all deferred 
inflows of resources associated with the operation of the Academy are included on the statement of net 
position. The statement of revenues, expenses, and changes in net position presents increases (e.g. 
revenues) and decreases (e.g. expenses) in net position.  The statement of cash flows reflects how the 
Academy finances meet its cash flow needs.  
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Basis of Accounting - Basis of accounting determines when transactions are recorded in the financial 
records and reported on the financial statements.  The Academy’s financial statements are prepared using 
the accrual basis of accounting. Revenue resulting from exchange transactions, in which each party gives 
and receives essentially equal value, is recorded on the accrual basis when the exchange takes place. 
Revenue resulting from nonexchange transactions, in which Academy receives value without directly 
giving equal value in return, such as grants and entitlements, are recognized in the period in which all 
eligibility requirements have been satisfied. Eligibility requirements include timing requirements, which 
specify the period when the resources are required to be used or the period when use is first permitted, 
matching requirements, in which the Academy must provide local resources to be used for a specified 
purpose, and expenditure requirements, in which the resources are provided to the Academy on a 
reimbursement basis.  Expenses are recognized at the time they are incurred. 
  
Budgetary Process - Unlike other public schools located in the State of Ohio, community schools are not 
required to follow budgetary provision set forth in the Ohio Revised Code Chapter 5705, other than the 
development of a five-year forecast. The Academy’s contract with its sponsor also requires an annual 
financial plan.   
 
Cash and Cash Equivalents - Cash received by the Academy is reflected as “Cash and Cash Equivalents” 
on the statement of net position.  The Academy had no investments during the fiscal year ended June 30, 
2017. 
 
Prepaid Items - The Academy records payments made to vendors for services that will benefit periods 
beyond June 30, 2017, as prepaid items using the consumption method. A current asset for the prepaid 
amount is recorded at the time of the purchase and an expense is reported in the year in which services 
are consumed. 
 
Capital Assets - All capital assets are capitalized at cost and updated for additions and retirements during 
the fiscal year.  Donated capital assets are recorded at their acquisition value as of the date received. The 
Academy maintains a capitalization threshold of one thousand five hundred dollars.  The Academy does 
not have any infrastructure. Improvements are capitalized. The costs of normal maintenance and repairs 
that do not add to the value of the asset or materially extend an asset’s life are not capitalized.   
 
All capital assets are depreciated.  Improvements are depreciated over the remaining useful lives of the 
related capital assets.  Depreciation is computed using the straight-line method over the estimated useful 
life of the asset. 
 

Computers & Software 5 years
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
   

Net Position - Net position represents the difference between assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources.  Net positions are reported as restricted when there are 
limitations imposed on their use either through the enabling legislation adopted by Academy or through 
external restrictions imposed by creditors, grantors, or laws or regulations of other governments.  The 
Academy applies restricted resources first when an expense is incurred for purposes for which both 
restricted and unrestricted net position are available. As of June 30, 2017, there was no net position 
restricted by enabling legislation. Net position consists of $22,168 invested in capital assets, net of 
accumulated depreciation. 
 
Operating Revenues and Expenses - Operating revenues are those revenues that are generated directly 
from the primary activity of the Academy.  Operating expenses are necessary costs incurred to provide 
the service that is the primary activity of the Academy.  All revenues and expenses not meeting this 
definition are reported as non-operating. 
 
Deferred Inflows and Deferred Outflows of Resources - In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of resources represent a consumption of net position that applies to a future period and will not be 
recognized as an outflow of resources (expense/expenditure) until then. For the Academy, deferred 
outflows of resources are reported on the statement of net position for pension. The deferred outflows 
of resources related to pension are explained in Note 10. 

 
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. These amounts are deferred and recognized as an inflow 
of resources in the period the amounts become available. Deferred inflows of resources related to pension 
are reported on the statement of net position. (See Note 10) 
 
Pensions - For purposes of measuring the net pension liability, deferred outflows of resources and 
deferred inflows of resources related to pensions and pension expense, information about the fiduciary 
net position of the pension plans and additions to/deletions from their fiduciary net position have been 
determined on the same basis as they are reported by the pension systems. For this purpose, benefit 
payments (including refunds of employee contributions) are recognized when due and payable in 
accordance with the benefit terms. The pension systems report investments at fair value. 
 
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from those estimates.  
 
 
 
 
 
 
 
 

Attachment 26: Audited Financial Statements Page 5423



STEAM ACADEMY OF WARRENSVILLE HEIGHTS - CUYAHOGA COUNTY, OHIO 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2017  
 

 15 

NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Implementation of New Accounting Principles - For the fiscal year ended June 30, 2017, the Academy has 
implemented Governmental Accounting Standards Board (GASB) Statement No. 77, Tax Abatement 
Disclosures, GASB Statement No. 78, Pensions Provided through Certain Multiple-Employer Defined 
Benefit Pension Plans, GASB Statement No. 80, Blending Requirements for Certain Component Units - an 
amendment of GASB Statement No. 14 and GASB Statement No. 82, Pension Issues - an amendment of 
GASB Statements No. 67, No. 68, and No. 73. 
 
GASB Statement No. 77 requires disclosure of tax abatement information about (1) a reporting 
government’s own tax abatement agreements and (2) those that are entered into by other governments 
and that reduce the reporting government’s tax revenues. The implementation of GASB Statement No. 
77 did not have an effect on the financial statements of the Academy.  
 
GASB Statement No. 78 amends the scope of GASB Statement No. 68 to exclude certain multiple-employer 
defined benefit pension plans provided to employees of state and local governments on the basis that 
obtaining the measurements and other information required by GASB Statement No. 68 was not feasible. 
The implementation of GASB Statement No. 78 did not have an effect on the financial statements of the 
Academy. 
 
GASB Statement No. 80 amends the blending requirements for the financial statement presentation of 
component units of all state and local governments. The additional criterion requires blending of a 
component unit incorporated as a not-for-profit corporation in which the primary government is the sole 
corporate member. The implementation of GASB Statement No. 80 did not have an effect on the financial 
statements of the Academy. 
 
GASB Statement No. 82 improves consistency in the application of pension accounting. These changes 
were incorporated in the Academy’s fiscal year 2017 financial statements; however, there was no effect 
on beginning net position. 
 

NOTE 3 - DEPOSITS 
 
Custodial credit risk is the risk that, in the event of a bank failure, the Academy’s deposits may not be 
returned.  The Academy does not have a deposit policy for custodial credit risk. At June 30, 2017 the book 
balance was $52,965, and the bank balance of Academy’s deposits was $53,957. The bank balance was 
covered by federal depository insurance. There are no significant statutory restrictions regarding the 
deposit and investment of funds by the nonprofit corporation. 
  
NOTE 4 – RECEIVABLES 
 
At June 30, 2017, the Academy had intergovernmental receivables, in the amount of $64,226. These 
receivables represent monies due from State Aid, Ohio Council of Community Schools (“OCCS”, the 
Academy’s Sponsor) and Title I, which was not received as of June 30, 2017. The receivables are expected 
to be collected within one year.   
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NOTE 5 – CAPITAL ASSETS 
 
Capital asset activity for the period July 1, 2016 to June 30, 2017, was as follows: 
 

 

NOTE 6 – ADVANCES PAYABLE 
 
During the fiscal year ending 2017, the Academy received working capital advances from Charter School 
Capital through a receivables purchase agreement. As the Academy receives its monthly State funding, 
these advances are repaid, however, the Academy may elect to receive future advances from Charter 
School Capital by entering into additional agreements.  The total cost of funding for the year was $34,767. 
 
A summary of short-term advances for the Academy at June 30, 2017, is as follows: 
 

 
 
 
 
 

 

NOTE 7 – LONG-TERM OBLIGATIONS 
 
The changes in the Academy’s long-term obligations during fiscal year 2017 were as follows: 

Balance Balance

06/30/16 Additions Deletions 06/30/17

Capital Assets:

Computers & Software 4,496$         24,338$        -$               28,834$         

Total Capital Assets 4,496           24,338          -                28,834           

Less Accumulated Depreciation:

Computers & Software (899)             (5,767)          -                (6,666)           

Total Accumulated Depreciation (899)             (5,767)          -                (6,666)           

Total Capital Assets, Net 3,597$         18,571$        -$               22,168$         

Balance 

6/30/2016 Additions Reductions

Balance 

6/30/2017

Charter School Capital 166,800$        800,191$        (731,491)$      235,500$        

Balance 

6/30/2016 Additions Reductions

Balance 

6/30/2017

Due within 

One Year

Net Pension Liability (See Note 10):

STRS 918,311$      550,559$       -$           1,468,870$       -$              

SERS 129,728        90,510          -             220,238           -                

Total Net Pension Liability 1,048,039     641,069         -             1,689,108         -                

Accel Schools - Notes Payable 308,615        -               -             308,615           -                

Total Long-Term Obligations 1,356,654$   641,069$       -$           1,997,723$       -$              
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NOTE 7 – LONG-TERM OBLIGATIONS (continued) 
 
The Academy signed a promissory note in the amount of $308,615, executed in 2015, payable to Accel 
Schools, LLC., a related party (see Note 15), to finance outstanding invoices for services and/or 
reimbursable expenses over a 10-year term at a fixed interest rate of 2.5%. The note is interest only unless 
the Academy is operating at a surplus. Interest on the note totaled $7,715 in 2017, and with this 
agreement, Accel Schools forgave $50,000 worth of related party accounts payable and long-term 
obligations in fiscal year 2016, including the remaining $3,844 note balance owed to Mosaica Education. 

 

   

 
Note Payable Accel Schools 
  

    Principal   Interest  

 2018            $        -          7,715  

 2019                      -          7,715  

 2020                      -                                    7,715  

 2021                      -          7,715  

 2022                      -           7,715  

  2023-2025                308,615        23,145  

 Total            $    308,615    $61,720  

 

 

NOTE 8 – RISK MANAGEMENT 
 
The Academy is exposed to various risks of loss related to torts; theft of, damage to, and destruction of 
assets; errors and omissions; injuries to employees; and natural disasters.  During fiscal year 2017, the 
Academy contracted with Brown & Brown to provide insurance coverage with the Hartford Casualty 
Insurance Company and Hanover Fire Insurance Company.  
 

General Liability:

Each Occurrence 1,000,000$ 

Aggregate Limit 2,000,000   

Medical Expense Limit - Any One Person/Occurrence 15,000        

Damage to Rented Premises - Each Occurrence 500,000      

Personal and Advertising Injury 1,000,000   

Automobile Liability:

Bodily Injury Limit 1,000,000   

Excess/Umbrella Liability:

Each Occurrence 10,000,000 

Aggregate Limit 10,000,000 

 
Settled claims have not exceeded this commercial coverage during the past three years, nor has there 
been reduction in insurance coverage throughout the year. 
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NOTE 9 – PURCHASED SERVICES 
 
For the period July 1, 2016 through June 30, 2017, purchased service expenses were as follows: 
 

Purchased Services Amount

Personnel Services 1,266,840$      

Food Service 109,013

Building Services 308,646

   Sponsor Fee 41,606

Professional Services 290,528

Communication 25,225

Total 2,041,858$      

 
NOTE 10 – DEFINED BENEFIT PENSION PLANS  
 
Net Pension Liability - The net pension liability reported on the statement of net position represents a 
liability to employees for pensions. Pensions are a component of exchange transactions—between an 
employer and its employees—of salaries and benefits for employee services.  Pensions are provided to an 
employee—on a deferred-payment basis—as part of the total compensation package offered by an 
employer for employee services each financial period.  The obligation to sacrifice resources for pensions 
is a present obligation because it was created as a result of employment exchanges that already have 
occurred. 
 
The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   
 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which pensions are financed; however, the 
Academy does receive the benefit of employees’ services in exchange for compensation including 
pension.  
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State legislature.  Any resulting legislative change to benefits or funding could 
significantly affect the net pension liability.  Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Net Pension Liability (continued) 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability 
on the accrual basis of accounting.  Any liability for the contractually-required pension contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   

 
School Employees Retirement System (SERS) 
 
Plan Description – Academy non-teaching employees participate in SERS, a cost-sharing multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability and 
survivor benefits, annual cost-of-living adjustments, and death benefits to plan members and 
beneficiaries.  Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  
SERS issues a publicly available, stand-alone financial report that includes financial statements, required 
supplementary information and detailed information about SERS’ fiduciary net position.  That report can 
be obtained by visiting the SERS website at www.ohsers.org under Employers/Audit Resources. 
 
Age and service requirements for retirement are as follows: 
 

 
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
One year after an effective benefit date, a benefit recipient is entitled to a three percent cost-of-living 
adjustment (COLA).  This same COLA is added each year to the base benefit amount on the anniversary 
date of the benefit. 

 
 
 
 
 
 
 
 
 
 
 

Eligible to Retire before Eligible to Retire on or after

August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or

Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
School Employees Retirement System (SERS) - continued 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the Academy is required to contribute 14 percent of annual covered payroll.  The contribution 
requirements of plan members and employers are established and may be amended by the SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent for 
employers.  The Retirement Board, acting with the advice of the actuary, allocates the employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B 
Fund, and Health Care Fund).  For the fiscal year ended June 30, 2017, the allocation to pension, death 
benefits, and Medicare B was 14 percent.  SERS did not allocate any employer contributions to the Health 
Care Fund for fiscal year 2017. 
 
The Academy’s contractually required contribution to SERS was $12,416 for fiscal year 2017. 

 
State Teachers Retirement System (STRS) 
 
Plan Description – Academy licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307.  
The DB plan offers an annual retirement allowance based on final average salary multiplied by a 
percentage that varies based on years of service.  Effective August 1, 2015, the calculation was 2.2 percent 
of final average salary for the five highest years of earnings multiplied by all years of service. Members 
are eligible to retire at age 60 with five years of qualifying service credit, or at age 55 with 26 years of 
service, or 31 years of service regardless of age.  Eligibility changes will be phased in until August 1, 2026, 
when retirement eligibility for unreduced benefits will be five years of service credit and age 65, or 35 
years of service credit and at least age 60. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination 
of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
State Teachers Retirement System (STRS) - continued 
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
Member contributions to the DC Plan are allocated among investment choices by the member, and 
contributions to the DB Plan from the employer and the member are used to fund the defined benefit 
payment at a reduced level from the regular DB Plan. The defined benefit portion of the Combined Plan 
payment is payable to a member on or after age 60 with five years of service. The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity 
after termination of employment at age 50 or later. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another STRS plan.  The optional annuitization of a member’s defined contribution account or the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of investment gain or loss on the account.  STRS has therefore included all three plan 
options as one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2017, plan members were required to contribute 14 percent of their annual covered salary. The 
Academy was required to contribute 14 percent; the entire 14 percent was the portion used to fund 
pension obligations.  The fiscal year 2017 contribution rates were equal to the statutory maximum rates. 

 

The Academy’s contractually required contribution to STRS was $75,854 for fiscal year 2017.  
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions - The net pension liability was measured as of June 30, 2016, and the total 
pension liability used to calculate the net pension liability was determined by an independent actuarial 
valuation as of that date. The Academy's employer allocation percentage of the net pension liability was 
based on the employer’s share of employer contributions in the pension plan relative to the total 
employer contributions of all participating employers. Following is information related to the 
proportionate share and pension expense: 
 

SERS STRS Total

Proportionate Share of the Net 

  Pension Liability $220,238 $1,468,870 $1,689,108

Proportion of the Net Pension Liability:

  Current Measurement Date 0.00300910% 0.00438822%

  Prior Measurement Date 0.00227350% 0.00332275%

Change in Proportionate Share 0.00073560% 0.00106547%

Pension Expense $64,307 $390,922 $455,229

 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, changes in assumptions and changes in the Academy’s proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods. The difference between projected and actual investment 
earnings is recognized in pension expense using a straight line method over a five year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight line method. Employer 
contributions to the pension plan subsequent to the measurement date are also required to be reported 
as a deferred outflow of resources.  
 
At June 30, 2017, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources: 
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions (continued) 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 2,971$      59,350$      62,321$       

Net difference between projected and

  actual earnings on pension plan investments 18,167 121,955 140,122

Changes of assumptions 14,702 -                14,702

Change in proportion and differences between  

Academy contributions and proportionate

 share of contributions 96,147      677,944 774,091

Academy contributions subsequent to the 

  measurement date 12,416      75,854 88,270

Total Deferred Outflows of Resources 144,403$  935,103$    1,079,506$  

Deferred Inflows of Resources

 Academy contributions and proportionate

  share of contributions -$         3,569$       3,569$        

 
$88,270 reported as deferred outflows of resources related to pension resulting from Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2018.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to pension will be recognized in pension expense as follows: 

Fiscal Year Ending June 30: SERS STRS Total

2018 50,654 279,488 330,142

2019 49,496 279,489 328,985

2020 23,045 192,868 215,913

2021 5,223 107,404 112,627

Total $128,418 $859,249 $987,667

 
Actuarial Assumptions – SERS - SERS’ total pension liability was determined by their actuaries in 
accordance with GASB Statement No. 67, as part of their annual actuarial valuation for each defined 
benefit retirement plan.  Actuarial valuations of an ongoing plan involve estimates of the value of reported 
amounts (e.g., salaries, credited service) and assumptions about the probability of occurrence of events 
far into the future (e.g., mortality, disabilities, retirements, employment termination).  Actuarially 
determined amounts are subject to continual review and potential modifications, as actual results are 
compared with past expectations and new estimates are made about the future. 
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – SERS (continued) 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point.  The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant.  In many cases actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2016, are presented below: 
 

Wage Inflation 3.00 percent

Future Salary Increases, including inflation 3.50 percent to 18.20 percent

COLA  or Ad Hoc COLA 3.00 percent

Investment Rate of Return 7.50 percent net of investments expense, including inflation

Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)

 
 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection and a five year age set-back for both males and females.  Mortality among 
service retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection with Scale BB, 120 percent of male rates and 110 percent of female rates.  
Mortality among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 percent 
for male rates and 100 percent for female rates, set back five years is used for the period after disability 
retirement.  
 
The actuarial assumptions used in the June 30, 2016 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, payroll 
growth assumption and assumed real wage growth were reduced in the June 30, 2016 actuarial valuation.  
The rates of withdrawal, retirement and disability updated to reflect recent experience and mortality rates 
were also updated. 
 
The long-term return expectation for the Pension Plan Investments has been determined by using a 
building-block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating an arithmetic weighted average of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the expected return from rebalancing uncorrelated asset classes. The target allocation and best estimates 
of arithmetic real rates of return for each major assets class are summarized in the following table: 
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – SERS (continued) 
 

 
 

Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute.  Projected inflows from investment earnings were calculated using the long-term assumed 
investment rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of projected 
benefits to determine the total pension liability.   
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the Academy’s proportionate share of the net pension liability calculated 
using the discount rate of 7.50 percent, as well as what each plan’s net pension liability would be if it were 
calculated using a discount rate that is one percentage point lower (6.50 percent), or one percentage 
point higher (8.50 percent) than the current rate. 
 

Current

1% Decrease Discount Rate 1% Increase

(6.5%) (7.5%) (8.5%)

Academy's proportionate share

  of the net pension liability $291,582 $220,238 $160,521

 
 

Actuarial Assumptions – STRS - The total pension liability in the June 30, 2016, actuarial valuation was 
determined using the following actuarial assumptions, applied to all periods included in the 
measurement:  
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – STRS  (continued) 
 

 
Mortality rates were based on the RP-2000 Combined Mortality Table (Projection 2022—Scale AA) for 
Males and Females.  Males’ ages are set-back two years through age 89 and no set-back for age 90 and 
above.  Females younger than age 80 are set back four years, one year set back from age 80 through 89 
and no set back from age 90 and above.   
 
Actuarial assumptions used in the June 30, 2016, valuation are based on the results of an actuarial 
experience study, effective July 1, 2012. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
 

 
 

*10-year annualized geometric nominal returns, which include the real rate of return and inflation of 2.50 
percent and does not include investment expenses. The total fund long-term expected return reflects 
diversification among the asset classes and therefore is not a weighted average return of the individual 
asset classes.  
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NOTE 10 – DEFINED BENEFIT PENSION PLANS (continued) 
 
Actuarial Assumptions – STRS  (continued) 
 
Discount Rate The discount rate used to measure the total pension liability was 7.75 percent as of June 
30, 2016. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate increases 
described above. For this purpose, only employer contributions that are intended to fund benefits of 
current plan members and their beneficiaries are included.  Projected employer contributions that are 
intended to fund the service costs of future plan members and their beneficiaries, as well as projected 
contributions from future plan members, are not included.  Based on those assumptions, STRS’ fiduciary 
net position was projected to be available to make all projected future benefit payments to current plan 
members as of June 30, 2016.  Therefore, the long-term expected rate of return on pension plan 
investments of 7.75 percent was applied to all periods of projected benefit payment to determine the 
total pension liability as of June 30, 2016. 
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the Academy's proportionate share of the net pension liability as of 
June 30, 2016, calculated using the current period discount rate assumption of 7.75 percent, as well as 
what the Academy's proportionate share of the net pension liability would be if it were calculated using a 
discount rate that is one-percentage-point lower (6.75 percent) or one-percentage-point higher (8.75 
percent) than the current rate: 

 
Current

1% Decrease Discount Rate 1% Increase

(6.75%) (7.75%) (8.75%)

Academy's proportionate share

  of the net pension liability $1,952,008 $1,468,870 $1,061,314

 
Changes Between Measurement Date and Report Date  In March 2017, the STRS Board adopted certain 
assumption changes which will impact their annual actuarial valuation prepared as of June 30, 2017.  The 
most significant change is a reduction in the discount rate from 7.75 percent to 7.45 percent.  In April 
2017, the STRS Board voted to suspend cost of living adjustments granted on or after July 1, 
2017.  Although the exact amount of these changes is not known, the overall decrease to Academy’s net 
pension liability is expected to be significant.   
 

NOTE 11 – POSTEMPLOYMENT BENEFITS 
 
School Employees Retirement System (SERS) 
 
Health Care Plan Description - The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non-certificated retirees and their beneficiaries.  For GASB 45 purposes, this plan is considered a 
cost-sharing, multiple-employer, defined benefit other postemployment benefit (OPEB) plan.  The Health 
Care Plan includes hospitalization and physicians’ fees through several types of plans including HMO’s, 
PPO’s, Medicare Advantage, and traditional indemnity plans as well as a prescription drug program. The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
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NOTE 11 – POSTEMPLOYMENT BENEFITS (Continued) 
 

School Employees Retirement System (SERS) (Continued) 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Health care is financed through a combination of employer contributions and 
retiree premiums, copays and deductibles on covered health care expenses, investment returns, and any 
funds received as a result of SERS’ participation in Medicare programs. Active employee members do not 
contribute to the Health Care Plan.  Retirees and their beneficiaries are required to pay a health care 
premium that varies depending on the plan selected, the  number of qualified years of service, Medicare 
eligibility and retirement status. 
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required basic benefits, the Retirement Board 
allocates the remainder of the employer contribution of 14 percent of covered payroll to the Health Care 
Fund. For fiscal year 2017, SERS did not allocate any employer contributions to the Health Care fund.   In 
addition, employers pay a surcharge for employees earning less than an actuarially determined minimum 
compensation amount, pro-rated according to service credit earned. For fiscal year 2017, this amount was 
$23,500.  Statutes provide that no employer shall pay a health care surcharge greater than 2 percent of 
that employer’s SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the 
total statewide SERS-covered payroll for the health care surcharge. For fiscal year 2017, the Academy’s 
surcharge obligation was $1,587. 
 
For fiscal years 2016 and 2017, SERS did not allocate employer contributions to the Health Care fund.  The 
Academy’s contributions for health care for the fiscal year ended June 30, 2015, was $561. The full amount 
has been contributed for fiscal year 2015. 
 
School Teachers Retirement Systems (STRS) 

 
Plan Description – The Academy participates in the cost-sharing multiple-employer defined benefit Health 
Plan administered by the State Teachers Retirement System of Ohio (STRS) for eligible retirees who 
participated in the defined benefit or combined pension plans offered by STRS.  Ohio law authorizes STRS 
to offer this plan.  Benefits include hospitalization, physicians’ fees, prescription drugs and reimbursement 
of monthly Medicare Part B premiums.  The Plan is included in the report of STRS which can be obtained 
by visiting www.strsoh.org or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS Ohio to offer the Plan and gives the 
Retirement Board authority over how much, if any, of the health care costs will be absorbed by STRS.  
Active employee members do not contribute to the Health Care Plan.  All benefit recipients, for the most 
recent year, pay a monthly premium.  Under Ohio law, funding for post-employment health care may be 
deducted from employer contributions.  For fiscal years 2017, 2016 and 2015, STRS did not allocate any 
employer contributions to post-employment health care; therefore, the Academy did not contribute to 
health care in the last three fiscal years. 
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NOTE 12 - CONTINGENCIES 
 
Grants - The Academy received financial assistance from federal and state agencies in the form of grants.  
The disbursement of funds received under these programs generally requires compliance with terms and 
conditions specified in the grant agreements and are subject to audit by the grantor agencies.  Any 
disallowed claims resulting from such audits could become a liability of the Academy. However, in the 
opinion of management, any such disallowed claims will not have a material adverse effect on the overall 
financial position of the Academy at June 30, 2017.   
 
Litigation - There are currently no matters in litigation with the Academy as defendant. 
 
Full-time Equivalency - Academy foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  

 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE did not perform such a review on the Academy for fiscal year 2017.  

 
As of the date of this report, additional ODE adjustments for fiscal year 2017 are not finalized.  As a result, 
the impact of future FTE adjustments on the fiscal year 2017 financial statements is not determinable, at 
this time. Management believes this may result in either an additional receivable to, or a liability of, the 
Academy. 

 
In addition, the Academy’s contracts with their Sponsor and Management Company require payment 
based on revenues received from the State.  As discussed above, additional FTE adjustments for fiscal year 
2017 are not finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 2017 
financial statements, related to additional reconciliation necessary with these contracts, is not 
determinable.  Management believes this may result in either an additional receivable to, or liability of, 
the Academy.   
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NOTE 13 – BUILDING LEASES 
 
The Academy entered into a 66-month lease agreement in July 2013, to lease a building from Richmond 
Road LLC., as successor-in-interest to Overlook Court II, L.P., for the use of the building and grounds as a 
school facility.  The original lease term ends on December 31, 2018, but is renewable for 2 subsequent 5-
year terms. Under the lease agreement, the Academy is responsible for payment of all utilities, repairs 
and maintenance. Total rent paid for the fiscal year ending June 30, 2017 was $200,941. 
 
Future rent obligations are as follows: 

  

2018  $          201,049  

2019              100,524  

  $          301,573  

NOTE 14 – SPONSOR 
 
The Academy was approved for operation under a contract with its sponsor, Ohio Council of Community 
Schools, for a period of five academic years commencing July of 2013. As part of this contract, the Sponsor 
is entitled to 3% of the total state foundation funds. Total amount due and paid for fiscal year 2017 was 
$41,606. 
 

NOTE 15 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES 
 
The Academy entered into an agreement with Accel Schools, a management company, to provide legal, 
financial, and other management support services for fiscal year 2017. The agreement was for a period of 
five years beginning July 1, 2015. Management fees are calculated as 12.5% of the Academy’s State 

Revenue, plus $20,000 for managing Federal Funds. The total amount due from the Academy for the 
fiscal year ending June 30, 2017 was $190,663 and is included under “Purchased Services” on the 
Statement of Revenues, Expenses and Changes in Net Position. 
 

Also per the management agreement there are expenses that will be billed to the Academy based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of Accel employees working 
in at the Academy and other costs related to providing education and administrative services. The total 
amount billed to the Academy inclusive of management fees during fiscal year 2017 was $1,041,817. 
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NOTE 15 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES (continued) 
 
The following table is a summary of the management company expenses during fiscal year 2017: 
 

 
 

Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro-rated based on 
full time equivalent (FTE) head count as of June 30, 2017 by each school it manages.  
 

NOTE 16 – MANAGEMENT’S PLAN 
 
For fiscal year 2017, the Academy had a net position deficit of $(1,375,188). The Academy’s net deficit in 
fiscal year 2017 was a decline from the $(944,856) net deficit in fiscal 2016. Enrollment increased in fiscal 
year 2017 to 186, up from 159 in fiscal year 2016. However, the effects of GASB 68 adjustments caused 
the Academy’s deficit to grow over the prior year. The Academy’s ability to maintain a stable 
administrative and instructional team along with active advertising via print, radio, mailings and through 
referrals of current parents is anticipated to help produce the likelihood of future enrollment growth 
leading to surpluses and provide an opportunity for the school to recover from its prior deficits. 
 
 

Regular Instruction

(1100 Function 

Codes)

Special Instruction

(1200 Function 

Codes)

Support Services

(2000 Function 

Codes)

Total

1100 1200 2000

Direct Expenses: 

Salaries & Wages (100 Object Codes) 100 448,037$                32,475$                  130,122$                610,634$                

Employees’ Benefits (200 Object Codes) 200 154,664$                11,651$                  28,558$                  194,872$                

Professional & Technical Services (410 Object Codes) 410 23,363$                  23,363$                  

Communications (440 Object Codes) 440 3,956$                    3,956$                    

Other Supplies (510 Object Codes) 510 600$                       600$                       

Depreciation (600 Object Codes) 600 17,729$                  17,729$                  

Total Direct Expenses 620,430$                44,126$                  186,598$                851,154$                

Indirect Expenses:  

Overhead 22,957$                  22,957$                  

  

Total Expenses 620,430$                44,126$                  209,556$                874,112$                
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2017 2016 2015

Academy's Proportion of the Net Pension Liability 0.00300910% 0.00273500% 0.00239200%

Academy's Proportionate Share of the Net Pension Liability 220,238$       129,728$       121,058$         

Academy's Covered Payroll 178,664$       68,437$         77,216$           

Academy's Proportionate Share of the Net Pension Liability 123.27% 189.56% 156.78%

as a Percentage of its Covered-Employee Payroll

Plan Fiduciary Net Position as a Percentage of the 62.98% 69.16% 71.70%

Total Pension Liability

(1) Information prior to 2015 is not available

The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

School Employees Retirement System (SERS)

Changes of Benefit Terms: None. 

· Discount rate from 7.75% to 7.50%

· Assumed rate of inflation from 3.25% to 3.00%

· Payroll growth assumption from 4.00% to 3.50%

· Assumed real wage growth from 0.75% to 0.50%

Notes:

Changes of Assumptions: Amounts reported in 2017 reflect an adjustment of the rates of withdrawal, retirement and disability to 

more closely reflect actual experience and the expectation of retired life mortality was based on RP-2014 Blue Collar Mortality 

Tables and RP-2000 Disabled Mortality Table. The following reductions were also made to the actuarial assumptions:
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2017 2016 2015

Academy's Proportion of the Net Pension Liability 0.00438822% 0.00332275% 0.00230238%

Academy's Proportionate Share of the Net Pension Liability 1,468,870$        918,311$      560,018$      

Academy's Covered Payroll 410,871$          346,671$      253,338$      

Academy's Proportionate Share of the Net Pension Liability 357.50% 264.89% 221.06%

as a Percentage of its Covered  Payroll

Plan Fiduciary Net Position as a Percentage of the 66.80% 72.10% 74.70%

Total Pension Liability

(1) Information prior to 2015 is not available.

The amounts presented for each fiscal yearwere determined as of the measurement date, which is the prior fiscal year. 
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2017 2016 2015 2014

Contractually Required Contribution 12,416$    25,013$   9,020$    9,732$    

Contributions in Relation to the Contractually 

Required Contribution (12,416)$   (25,013)$  (9,020)$   (9,732)$   

Contribution Deficiency (Excess) -$         -$         -$       -$       

Academy's Covered-Employee Payroll 88,686$    178,664$  68,437$  77,216$  

Contributions as a Percentage of

Covered-Employee Payroll 14.00% 14.00% 13.18% 13.86%

(1) Information prior to 2014 is not available
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2017 2016 2015 2014

Contractually Required Contribution 75,854$     57,522$    48,534$    32,934$    

Contributions in Relation to the Contractually 

Required Contribution (75,854)$    (57,522)$   (48,534)$   (32,934)$   

Contribution Deficiency (Excess) -$          -$         -$         -$         

Academy's Covered Payroll 541,814$   410,871$  346,671$  253,338$  

Contributions as a Percentage of

Covered Payroll 14.00% 14.00% 14.00% 13.00%

(1) Information prior to 2014 is not available
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December 26, 2017 
 
To the Board of Directors 
STEAM Academy of Warrensville Heights 
Cuyahoga County, Ohio 
4700 Richmond Rd. 
Warrensville Heights, Ohio 44128 

 
 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the STEAM Academy of Warrensville 
Heights, Cuyahoga County, Ohio (the “Academy”) as of and for the year ended June 30, 2017, and the related 
notes to the financial statements, which collectively comprise the Academy’s basic financial statements, and have 
issued our report thereon dated December 26, 2017, in which we noted the Academy has suffered recurring losses 
from operations and has a net position deficit of $1,375,188, including the net effect of net pension liability and 
related accruals totaling $613,171, that raises substantial doubt about its ability to continue as a going concern.  
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the Academy's internal control 
over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of the Academy’s internal control. Accordingly, we do not express an 
opinion on the effectiveness of the Academy’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance.  
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STEAM Academy of Warrensville Heights  
Independent Auditor’s Report on Internal Control over Financial Reporting  
   and on Compliance and Other Matters Based on an Audit of  
   Financial Statements Performed in Accordance with  

Government Auditing Standards 

Page 2 of 2 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified. 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Academy's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of 
our tests disclosed no instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 

 
 
 
 

 
Cambridge, Ohio 
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88 East Broad Street, Fourth Floor, Columbus, Ohio 43215-3506 
Phone:  614-466-4514 or 800-282-0370          Fax:  614-466-4490 

www.ohioauditor.gov 

STEAM ACADEMY OF WARRENSVILLE HEIGHTS 
 

CUYAHOGA COUNTY 
 
 

CLERK’S CERTIFICATION 
This is a true and correct copy of the report which is required to be filed in the Office of the 
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio. 
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Board of Trustees 
University of Cleveland Preparatory School 
1906 East 40th Street 
Cleveland, Ohio 44103 
 
 
We have reviewed the Independent Auditor’s Report of the University of Cleveland Preparatory 
School, Cuyahoga County, prepared by Rea & Associates, Inc., for the audit period July 1, 2018 
through June 30, 2019.  Based upon this review, we have accepted these reports in lieu of the 
audit required by Section 117.11, Revised Code.  The Auditor of State did not audit the 
accompanying financial statements and, accordingly, we are unable to express, and do not 
express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The University of Cleveland Preparatory School is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
January 27, 2020  
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December 24, 2019 
 
To the Board of Trustees 
University of Cleveland Preparatory School 
1906 East 40th Street 
Cleveland, Ohio 44103 
 

Independent Auditor's Report 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the University of Cleveland Preparatory 
School, Cuyahoga County, Ohio, (the “School”) as of and for the year ended June 30, 2019, and the 
related notes to the financial statements, which collectively comprise the School’s basic financial 
statements as listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation 
and fair presentation of the financial statements in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s 
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. 
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University of Cleveland Preparatory School 
Independent Auditor’s Report 
Page 2 of 3 
 
 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the University of Cleveland Preparatory School, Cuyahoga County, Ohio, as of June 
30, 2019, and the changes in its financial position and its cash flows for the year then ended in accordance 
with accounting principles generally accepted in the United States of America. 
 
Emphasis of Matter 
 
The accompanying financial statements have been prepared assuming the School will continue as a going 
concern. As disclosed in Note 17 to the financial statements, the School has suffered recurring losses from 
operations and has a net position deficit of $4,802,516 that raises substantial doubt about its ability to 
continue as a going concern. This deficit net position includes the effect of the net pension liability, net 
OPEB asset/liability and related accruals totaling $3,299,776. Note 17 describes management’s plan 
regarding these issues. The financial statements do not include any adjustments that might result from the 
outcome of this uncertainty. Our opinion is not modified with respect to this matter. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the School's Proportionate Share of the Net Pension Liability, 
Schedule of the School’s Contributions - Pension, Schedule of the School’s Proportionate Share of the 
Net OPEB Asset/Liability, and the Schedule of the School’s Contributions - OPEB as listed in the table of 
contents, be presented to supplement the basic financial statements. Such information, although not a part 
of the basic financial statements, is required by the Governmental Accounting Standards Board who 
considers it to be an essential part of financial reporting for placing the basic financial statements in an 
appropriate operational, economic, or historical context. We have applied certain limited procedures to 
the required supplementary information in accordance with auditing standards generally accepted in the 
United States of America, which consisted of inquiries of management about the methods of preparing the 
information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic 
financial statements. We do not express an opinion or provide any assurance on the information because 
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance. 
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University of Cleveland Preparatory School 
Independent Auditor’s Report 
Page 3 of 3 
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated December 24, 
2019 on our consideration of the School’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the School’s internal control over financial reporting or on compliance. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards in considering the 
School’s internal control over financial reporting and compliance. 

 

 
Medina, Ohio 
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5 

The  discussion  and  analysis  of  the  University  of  Cleveland  Preparatory  School  (the  School)  financial 
performance provides an overall review of the School’s financial activities for the fiscal year ended June 
30, 2019. The intent of this discussion and analysis is to look at the School’s’ financial performance as a 
whole;  readers  should  also  review  the  basic  financial  statements  and  notes  to  the  basic  financial 
statements to enhance their understanding of the School’s financial performance.  
 
The Management’s Discussion and Analysis (MD&A) is an element of the reporting model adopted by the 
Governmental Accounting Standards Board (GASB) in their Statement No. 34 Basic Financial Statements 
– and Management’s Discussion and Analysis – for State and Local Governments. Certain comparative 
information between the current fiscal year and the prior fiscal year is required to be presented in the 
MD&A.  
 

FINANCIAL HIGHLIGHTS 
 
Key Financial Highlights for the School for the 2018‐19 school year are as follows:  

 
 Total assets increased $259,814. 

 Total liabilities decreased $1,317,953. 

 Total net position increased $234,145. 

 Total operating and non‐operating revenues were $3,201,311. Total operating and non‐operating 
expenses were $2,967,166.  

 
USING THIS ANNUAL REPORT 
  
This report consists of three parts: the basic financial statements, notes to those statements, and required 
supplemental  information.    The  basic  financial  statements  include  a  Statement  of  Net  Position,  a 
Statement of Revenues, Expenses and Change in Net Position, and a Statement of Cash Flows.   
 
The Statement of Net Position and Statement of Revenues, Expenses, and Change in Net Position reflect 
how  the  School  did  financially  during  fiscal  year  2019.    These  statements  include  all  assets,  deferred 
outflows of resources, liabilities, and deferred inflows of resources using the accrual basis of accounting 
similar to the accounting used by most private‐sector companies. This basis of accounting includes all of 
the current year revenues and expenses regardless of when cash is received or paid.  
 
These statements report the School’s Net Position and change in net position. This change in Net Position 
is  important  because  it  tells  the  reader whether  the  financial  position of  the  School  has  improved or 
diminished. The causes of this change may be the result of many factors, some financial, some not. Non‐
financial factors include the School’s’ student enrollment, per‐pupil funding as determined by the State 
of  Ohio,  change  in  technology,  required  educational  programs  and  other  factors.  The  School  uses 
enterprise presentation for all of its activities. 

Attachment 26: Audited Financial Statements Page 5459



UNIVERSITY OF CLEVELAND PREPARATORY SCHOOL ‐ CUYAHOGA COUNTY, OHIO 
 
MANAGEMENT’S DISCUSSION AND ANALYSIS  
FOR THE YEAR ENDED JUNE 30, 2019 (UNAUDITED) 
 

6 

USING THIS ANNUAL REPORT (continued) 
 
Statement of Net Position ‐ The Statement of Net Position answers the question of how the School did 
financially during 2019.  This statement includes all assets, deferred outflows of resources, liabilities, and 
deferred inflows of resources, both financial and capital, and short‐term and long‐term using the accrual 
basis of accounting and economic resource focus, which is similar to the accounting used by most private‐
sector companies.  This basis of accounting takes into account all revenues and expenses during the year, 
regardless of when the cash is received or paid.   
 
Table 1 provides a summary of the School’s Net Position for fiscal year 2019 compared to fiscal year 2018.  

 

Assets

Current Assets  $                 240,730   $                 156,398 

Noncurrent Assets                     157,832                                 ‐  

Capital Assets, Net                       17,650                                 ‐  

     Total Assets                     416,212                      156,398 

Deferred Outflows of Resources                     728,068                 1,498,505 

        

Liabilities       

Current Liabilities                 1,761,120                 1,554,234 

NonCurrent Liabilities                 2,600,670                 4,125,509 

      Total Liabilties                 4,361,790                 5,679,743 

Deferred Inflows of Resources                 1,585,006                 1,011,821 

Net Position

Investment in Capital Assets                       17,650                                 ‐  

Unrestricted               (4,820,166)               (5,036,661)

      Total Net Position  $           (4,802,516)  $           (5,036,661)

 

Table 1

Statement of Net Position

2019 2018

 
The  School  has  adopted  GASB  Statement  68,  “Accounting  and  Financial  Reporting  for  Pensions—an 
Amendment of GASB Statement 27,” and GASB Statement 75, “Accounting and Financial Reporting for 
Postemployment  Benefits  Other  Than  Pensions,”  which  significantly  revises  accounting  for  costs  and 
liabilities related to other postemployment benefits (OPEB).  For reasons discussed below, many end users 
of this financial statement will gain a clearer understanding of the School’s actual financial condition by 
adding deferred inflows related to pension and OPEB, the net pension liability and the net OPEB liability 
to the reported net position and subtracting deferred outflows related to pension and OPEB and net OPEB 
asset.
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USING THIS ANNUAL REPORT (continued) 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports  prepared  in  accordance  with  generally  accepted  accounting  principles.    Prior  accounting  for 
pensions  (GASB  27)  and  postemployment  benefits  (GASB  45)  focused  on  a  funding  approach.    This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OPEB asset/liability.  GASB 68 and 
GASB 75  take  an  earnings  approach  to  pension  and OPEB  accounting;  however,  the  nature of Ohio’s 
statewide pension/OPEB plans and state law governing those systems requires additional explanation in 
order to properly understand the information presented in these statements. 

 
GASB  68  and GASB  75  require  the  net  pension  liability  and  the  net OPEB/Asset  liability  to  equal  the 
School’s proportionate share of each plan’s collective: 
 

1. Present  value  of  estimated  future  pension/OPEB  benefits  attributable  to  active  and  inactive 
employees’ past service  

2.  Minus plan assets available to pay these benefits 
 
GASB  notes  that  pension  and  OPEB  obligations,  whether  funded  or  unfunded,  are  part  of  the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, 
and the promise of a future pension and other postemployment benefits.  GASB noted that the unfunded 
portion of this promise is a present obligation of the government, part of a bargained‐for benefit to the 
employee, and should accordingly be reported by the government as a liability since they received the 
benefit of  the exchange.   However,  the School  is not  responsible  for  certain  key  factors affecting  the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement  systems  to  provide  healthcare  to  eligible  benefit  recipients.    The  retirement  systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
 
The  employee  enters  the  employment  exchange with  the  knowledge  that  the  employer’s  promise  is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a specific, 
legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the 
unfunded  liability  of  the  pension/OPEB  plan  as  against  the  public  employer.    State  law  operates  to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the  employment  exchange  with  notice  as  to  the  law.    The  retirement  system  is  responsible  for  the 
administration of the pension and OPEB plans.  
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USING THIS ANNUAL REPORT (continued) 
 
Most long‐term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time‐off or termination payments.  There is no repayment 
schedule  for  the net  pension  liability  or  the  net OPEB  asset/liability.    As  explained  above,  changes  in 
benefits,  contribution  rates,  and  return on  investments  affect  the balance of  these  liabilities,  but  are 
outside the control of the  local government.    In the event that contributions,  investment returns, and 
other changes are insufficient to keep up with required payments, State statute does not assign/identify 
the responsible party for the unfunded portion.  Due to the unique nature of how the net pension liability 
and  the net OPEB  liability  are  satisfied,  these  liabilities  are  separately  identified within  the  long‐term 
liability section of the statement of net position. 
 
In  accordance  with  GASB  68  and  GASB  75,  the  School’s  statements  prepared  on  an  accrual  basis  of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB asset/liability, respectively, not accounted for 
as deferred inflows/outflows.  
 
There was a significant change in net pension / OPEB liability / asset for the school.  The fluctuations are 
due  to changes  in  the actuarial  liabilities  / assets and  related accruals  that are passed  through  to  the 
school’s financial statement.  All components of pension and OPEB accruals contribute to the fluctuations 
in deferred outflows / inflows and net pension liabilities and net OPEB assets/liabilities and are described 
in more detail in their respective notes. 
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USING THIS ANNUAL REPORT (continued) 
 
Statement of Revenues, Expenses and Change in Net Position ‐ Table 2 shows the change in Net Position 
for fiscal years 2019 and 2018 as well as a listing of revenues and expenses.   This change in Net Position 
is important because it tells the reader that, for the School as a whole, the financial position of the School 
has improved or diminished. The cause of this may be the result of many factors, some financial, some 
not.  Non‐financial factors include the current laws in Ohio restricting revenue growth, facility conditions, 
required educational programs and other factors. 
 

Operating Revenues

State Aid   $             2,616,900   $             2,995,574 

Other                          1,489                        50,237 

     Total Operating Revenues                 2,618,389                  3,045,811 

Operating Expenses      

Salaries                     943,066                  1,308,647 

Fringe Benefits                      (28,740)               (1,164,013)

Purchased Services                 1,816,701                  1,967,572 

Materials and Supplies                       69,715                      124,057 

Depreciation                          8,825                                  ‐  

Other                       26,305                        38,404 

      Total Operating Expenses                 2,835,872                  2,274,667 

Operating Income(Loss)                   (217,483)                     771,144 

Non‐Operating Revenues (Expenses)

Federal Grants                     582,922                      673,023 

Interest Expnese                   (131,294)                   (107,811)

      Total Non‐Operating Revenues (Expenses)                     451,628                      565,212 

 

Change in Net Position  $                 234,145   $             1,336,356 

Table 2

Change in Net Position

2019 2018

 
State Aid and Federal Grants revenues decreased due to declining enrollment.  In addition, this caused 
various decreases throughout expenses also. Changes to fringe benefits were the result of changes in 
pension/OPEB accruals. 
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USING THIS ANNUAL REPORT (continued) 
 
CAPITAL ASSETS  
 
At fiscal year‐end, the School’s capital asset had a net book value of $17,650.   For more information on 
capital assets, see Note 5 of the Basic Financial Statements. 

 
WORKING CAPITAL ADVANCES 
 
During the fiscal year, the School received working capital monies from Charter School Capital through a 
receivables  purchase  agreement.  The  outstanding  balance  as  of  June  30,  2019 was  $630,800.  As  the 
School  receives monthly  State  funding,  these  advances  are  repaid,  however,  the  School may  elect  to 
receive additional advances from Charter School Capital by entering into additional agreements.  See Note 
6 for additional information. 
 

CURRENT FINANCIAL ISSUES 
 
The School  is a community School and  is  funded through the State of Ohio Foundation Program.  The 
School relies on this, as well as, State and Federal funds as its primary source of revenue.   In 2016, the 
State  raised  the  base  per  pupil  funding  to  $6,020,  which  is  up  from  $6,010  in  the  previous 
year.  Additionally, community schools in Ohio will be allocated a small amount of facilities funding which 
is also per pupil based.  This amount is projected to be approximately $200 per pupil. 
 
The full‐time equivalent enrollment of the School for the year ended June 30, 2019 was 288 compared to 
a figure of 342 at the end of fiscal year 2018. 
 
Overall, the School will continue to provide learning opportunities and apply resources to best meet the 
needs of the students served.  
 

CONTACTING THE SCHOOL’S FINANCIAL MANAGEMENT  
 
This financial report is designed to provide our citizen’s, taxpayers, investors and creditors with a general 
overview of the School’s finances and to demonstrate accountability for the money it receives. If you have 
questions about this report or need additional information contact the School’s Fiscal Officer, C. David 
Massa, CPA, of Massa Financial Solutions, LLC, 1906 E. 40th St., Cleveland, Ohio 44103. 
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UNIVERSITY OF CLEVELAND PREPARATORY SCHOOL  
CUYAHOGA COUNTY, OHIO 

   
Statement of Net Position 

At June 30, 2019 
 

Assets:

Current Assets:

    Cash and Cash Equivalents 68,644$              

    Intergovernmental Receivable  130,164

    Accounts Receivable 12,300

    Other Assets 29,622

      Total Current Assets 240,730

Noncurrent Assets:

  Net OPEB Asset 157,832

  Capital Assets, net of Accumulated Depreciation 17,650

      Total Noncurrent Assets 175,482

Total Assets 416,212              

Deferred Outflows of Resources:

    Pension 705,559

    OPEB  22,509

Deferred Outflows of Resources 728,068              

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 125,163              

    Accounts Payable, Related Party 1,005,157           

    Advances Payable 630,800              

       Total Current Liabilities 1,761,120           

Noncurrent Liabilities:

  Net Pension Liability 2,456,783

  Net OPEB Liability 143,887

    Total Noncurrent Liabilities 2,600,670

       Total Liabilities 4,361,790

Deferred Inflows of Resources:

    Pension 1,141,979

    OPEB  443,027

Deferred Inflows of Resources 1,585,006           

Net Position:

  Invested in Capital Assets 17,650

  Unrestricted (4,820,166)

  Total Net Position (4,802,516)$       

See Accompanying Notes to the Basic Financial Statements
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UNIVERSITY OF CLEVELAND PREPARATORY SCHOOL  
CUYAHOGA COUNTY, OHIO 

 
Statement of Revenues, 

Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2019 

 
 

  State Aid 2,616,900$         

  Other 1,489

    Total Operating Revenues 2,618,389

Operating Expenses:

  Salaries 943,066              

  Fringe Benefits (28,740)               

  Purchased Services 1,816,701

  Depreciation 8,825

  Supplies 69,715

  Other Operating Expenses 26,305

    Total Operating Expenses 2,835,872

      Operating Loss (217,483)

Non‐Operating Revenues and (Expenses):

  Federal and State Grants  582,922

  Interest Expense (131,294)             

    Net Non‐operating Revenues and (Expenses) 451,628

Change in Net Position 234,145              

Net Position Beginning of Year (5,036,661)          

Net Position End of Year (4,802,516)$       

See Accompanying Notes to the Basic Financial Statements
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UNIVERSITY OF CLEVELAND PREPARATORY SCHOOL  
 CUYAHOGA COUNTY, OHIO 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2019 

 

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 2,610,381$       

Other Operating Receipts 16,092               

Cash Payments to Suppliers for Goods and Services (1,496,387)        

Cash Payments to Employees for Services (977,835)           

Cash Payments for Employee Benefits (315,450)           

Net Cash Used For Operating Activities (163,199)           

CASH FLOWS FROM CAPITAL and RELATED FINANCING ACTIVITIES

Purchase of Assets (26,475)             

Net Cash Used for Capital and Related Financing Activities (26,475)             

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Federal and State Grant Receipts 472,217            

Charter School Capital Advances 1,954,478         

Charter School Capital Cost of Funding (131,294)           

Charter School Capital Redemptions (2,084,978)        

Net Cash Provided By Noncapital  Financing Activities 210,423            

Net Increase in Cash and Cash Equivalents 20,749               

Cash and Cash Equivalents ‐ Beginning of the Year 47,895               

Cash and Cash Equivalents ‐ Ending of the Year 68,644$            

See Accompanying Notes to the Basic Financial Statements

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

(Continued)
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UNIVERSITY OF CLEVELAND PREPARATORY SCHOOL  
 CUYAHOGA COUNTY, OHIO 

 
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2019 
(Continued) 

Reconciliation of Operating Loss to Net Cash Used For Operating Activities

Operating Loss (217,483)$         

Adjustments to Reconcile Operating Loss to Net Cash Used For Operating Activities

Depreciation 8,825                 

Changes in Assets, Liabilities, and Deferred Inflows and Outflows of Resources:

(Increase)/Decrease in Receivables 13,620               

(Increase)/Decrease in Net OPEB Asset (157,832)           

(Increase)/ Decrease in Deferred Outflows 770,437            

Increase/ (Decrease) in Deferred Inflows 573,185            

Increase/ (Decrease) in Net Pension Liability (1,006,475)        

Increase/(Decrease) in Net OPEB Liability (518,364)           

Increase/(Decrease) in Accounts Payable 346,642            

Increase/(Decrease) in Accrued Expenses (9,256)                

(Increase)/Decrease in Other Assets 33,502               

Net Cash Used For Operating Activities (163,199)$         

See Accompanying Notes to the Basic Financial Statements
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NOTE 1 ‐ DESCRIPTION OF THE ENTITY 
 
The  University  of  Cleveland  Preparatory  School,  (the  School)  is  a  nonprofit  corporation  established 
pursuant to Ohio Revised Code Chapters 3314 and 1702.  The School’s mission is to provide an orderly 
and supportive environment whereby students experience preparations for college, career and life. The 
School  operates  on  a  foundation,  which  fosters  character  building  for  all  students,  parents  and  staff 
members.  The School, which is part of the State’s education program, is independent of any School and 
is nonsectarian in its programs, admission policies, employment practices, and all other operations.  The 
School may acquire facilities as needed and contract for any services necessary for the operation of the 
School. 

 
The  School  was  approved  for  operation  under  a  contract  with  Ohio  Council  of  Community  Schools 
(“OCCS”) (the Sponsor) for a five‐year period commencing on July 1, 2011.  The contract was renewed at 
the end of fiscal year 2016 for an additional five‐year period. The Sponsor is responsible for evaluating the 
performance of  the School and has  the authority  to deny  renewal of  the  contract at  its expiration or 
terminate the contract prior to its expiration.  

 
The School operates under the direction of a Board of Directors (the Board).  The Board is responsible for 
carrying out the provisions of the contract which include, but are not limited to, state mandated provisions 
regarding  student  populations,  curriculum,  academic  goals,  performance  standards,  admissions 
standards, and qualifications of teachers.  The Board controls the School’s instructional and administrative 
staff. The contracts with ACCEL Schools of Ohio (management company, see note 15) to assist in the daily 
operations of the school. 
 

NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The basic financial statements of the School have been prepared in conformity with generally accepted 
accounting principles  (GAAP)  as  applied  to  governmental  nonprofit  organizations.    The Governmental 
Accounting Standards Board (GASB) is the accepted standard‐setting body for establishing governmental 
accounting and financial reporting principles. The more significant of the School’s accounting policies are 
described below. 
 
Basis of Presentation ‐ The School’s basic financial statements consist of a Statement of Net Position, a 
Statement of Revenues, Expenses and Change in Net Position, and a Statement of Cash Flows. Enterprise 
fund  reporting  focuses on  the determination of  the  changes Net  Position,  financial  position  and  cash 
flows. 

 
The Government Accounting  Standards Board  identifies  the presentation of  all  financial  activity  to be 
reported within one enterprise fund for year‐ending reporting purposes.  Enterprise accounting is used to 
account for operations that are financed and operated in a manner similar to private business enterprise 
where the  intent  is that the cost  (expense) of providing goods and services to the general public on a 
continuing basis be financed or recovered primarily through user charges. 
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NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Measurement  Focus  and  Basis  of  Accounting  ‐  The  accounting  and  financial  reporting  treatment  is 
determined  by  measurement  focus.  Enterprise  accounting  uses  a  flow  of  economic  resources 
measurement  focus. Under  this measurement  focus,  all  assets,  all  deferred  outflows of  resources,  all 
liabilities,  and  all  deferred  inflows  of  resources  are  included  on  the  Statement  of  Net  Position.  The 
Statement of Revenues, Expenses and Changes  in Net Position presents  increases (e.g., revenues) and 
decreases (e.g., expenses) in total Net Position. 
 
Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported in 
the financial statements.  The accrual basis of accounting is used for reporting purposes.  Revenues are 
recognized when they are earned, and expenses are recognized when they are incurred.  
 

Budgetary Process ‐ Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C). However, unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter  5705,  unless  specifically  provided  in  the  contract  between  the  School  and  its  Sponsor.  The 
contract between the School and its Sponsor does not require the School to follow the provisions Ohio 
Revised  Code  Chapter  5705;  therefore,  no  budgetary  information  is  presented  in  the  basic  financial 
statements.  

       
Cash and Cash Equivalents ‐ Cash received by the School is reflected as “Cash and Cash Equivalents” on 
the Statement of Net Position.  The School did not have any investments during the period ended June 
30, 2019. 
       
Estimates  ‐ The preparation of  financial  statements  in  conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from these estimates. 
 
Capital  Assets  and  Depreciation  ‐  Capital  assets  are  capitalized  at  cost.  Donated  Capital  Assets  are 
recorded at  their acquisition values as of the date received. The costs of additions are capitalized and 
expenditures for repairs and maintenance are expensed when incurred.  When property is sold or retired, 
the related costs and accumulated depreciation are removed from the financial records and any gain or 
loss is included in additions to or deductions from Net Position. Capital assets had a net book value of 
$17,650 at June 30, 2019, net of accumulated depreciation. Depreciation of capital assets is calculated 
utilizing the straight‐line method over the estimated useful lives of the assets which are as follows: 

  
Asset Class          Useful Life 
Computers & Software        3 years 

  Furniture, Fixtures, & Equipment             5 years 
       Textbooks          3 years   
 

The School’s policy for asset capitalization threshold is $5,000. Assets or certain asset groups not meeting 
the  capitalization  threshold  are  not  capitalized  and  are  not  included  in  the  assets  represented  in  the 
accompanying Statement of Net Position. 
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NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Intergovernmental  Revenues  ‐  The  School  currently  participates  in  the  State  Foundation  Program. 
Revenues received from this program are recognized as operating revenues in the accounting period in 
which all eligibility requirements have been met. 

 
Grants and entitlements are  recognized as non‐operating  revenues  in  the accounting period  in which 
eligibility requirements have been met. 

 
Eligibility  requirements  include  timing  requirements,  which  specify  the  year  when  the  resources  are 
required to be used or the fiscal year when use is first permitted, matching requirements, in which the 
School must provide local resources to be used for a specified purpose, and expenditure requirements, in 
which the resources are provided to the School on a reimbursement basis. The School also participates in 
various federal programs passed through the Ohio Department of Education. Under the above programs 
the School recorded $2,616,900 this fiscal year from the Foundation Program and Casino Tax Revenue 
and $582,922 from Federal and State Grants. 

 
Compensated Absences  ‐ Vacation  is  taken  in a manner which  corresponds with  the  school  calendar; 
therefore, the School does not accrue vacation time as a liability. 

 
Sick/personal leave benefits are earned by full‐time employees at the rate of ten days per year and cannot 
be carried into the subsequent years.  No accrual for sick time is made since unused time is not paid to 
employees upon employment termination. 
 
Accrued Liabilities ‐ Obligations incurred but unpaid at June 30 are reported as accrued liabilities in the 
accompanying financial statements.  These liabilities consisted of accounts payable and advances payable 
totaling $1,761,120 at June 30, 2019. 

 
Exchange and Non‐Exchange Transactions ‐ Revenue resulting from exchange transactions, in which each 
party gives and receives essentially equal value, is recorded on the accrual basis when the exchange takes 
place. Non‐exchange transactions, in which the School receives value without directly giving equal value 
in return, include grants, entitlements and donations.  Revenue from grants, entitlements and donations 
is  recognized  in  the  fiscal  year  in  which  all  eligibility  requirements  have  been  satisfied.    Eligibility 
requirements include timing requirements, which specify the year when the resources are required to be 
used or  the  fiscal  year when use  is  first permitted, matching  requirements,  in which  the School must 
provide local resources to be used for a specified purpose, and expenditures requirements, in which the 
resources are provided to the School on a reimbursement basis. 
 
Deferred Inflows and Deferred Outflows of Resources ‐ In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of  resources  represent  a  consumption of  net  position  that  applies  to  a  future period  and will  not  be 
recognized  as  an  outflow  of  resources  (expense/expenditure)  until  then.    For  the  School,  deferred 
outflows of resources are reported on the statement of net position for pension and OPEB.  The deferred 
outflows of resources related to pension and OPEB plans are explained in Notes 9 and 10.  
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NOTE 2 ‐ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Deferred Inflows and Deferred Outflows of Resources (continued) In addition to liabilities, the statements 
of  financial  position  report  a  separate  section  for  deferred  inflows  of  resources.  Deferred  inflows  of 
resources  represent  an  acquisition  of  net  position  that  applies  to  a  future  period  and  will  not  be 
recognized until that time. For the School, deferred inflows of resources include pension and OPEB. These 
amounts  are  deferred  and  recognized  as  an  inflow  of  resources  in  the  period  the  amounts  become 
available.  Deferred inflows of resources related to pension and OPEB plans are reported on the statement 
of net position. (See Notes 9 and 10)  

 
Net Position  ‐ Net position represents  the difference between assets, deferred outflows of  resources, 
liabilities,  and  deferred  inflows  of  resources.  Net  position  is  reported  as  restricted  when  there  are 
limitations imposed on their use through external restriction imposed by creditors, grantors, or laws and 
regulations of other governments.  The School applies restricted resources when an expense is incurred 
for purposes for which both restricted and unrestricted net position is available. Net position invested in 
capital  assets  consist  of  capital  assets,  net  of  accumulated  depreciation,  reduced  by  the  outstanding 
balances of any borrowings used for the acquisition, construction, or improvement of those assets. 
 
Operating and Non‐Operating Revenues and Expenses ‐ Operating revenues are those revenues that are 
generated directly from the primary activities of the School.  For the School, these revenues are primarily 
the State Foundation program.  Operating expenses are necessary costs incurred to provide the good or 
service that is the primary activity of the School.  All revenues and expenses not meeting this definition 
are reported as non‐operating.   

 
Non‐operating revenues are those revenues that are not generated directly from the primary activities of 
the School.  Various federal and state grants, interest earnings, if any, and other miscellaneous revenues 
comprise  the  non‐operating  revenues  of  the  School.    Interest  and  fiscal  charges  on  outstanding 
obligations, as well as gain or loss on capital asset disposals, if any comprise the non‐operating expenses. 

 
Pensions Other  Postemployment Benefits  (OPEB)  ‐ For  purposes of measuring  the net pension/OPEB 
asset/liability,  deferred  outflows  of  resources  and  deferred  inflows  of  resources  related  to 
pensions/OPEB,  and  pension/OPEB  expense,  information  about  the  fiduciary  net  position  of  the 
pension/OPEB plans and additions to/deductions from their fiduciary net position have been determined 
on the same basis as they are reported by the pension/OPEB plan.  For this purpose, benefit payments 
(including refunds of employee contributions) are recognized when due and payable in accordance with 
the benefit terms.  The pension/OPEB plans report investments at fair value. 

 

NOTE 3 ‐ CASH AND CASH EQUIVALENTS 
 

The  following  information  classifies  deposits  by  category  of  risk  as  defined  in  GASB  Statement  No.3 
“Deposits  with  Financial  Institutions,  Investments  (including  Repurchase  Agreements)  and  Reverse 
Repurchase  Agreements,”  as  amended  by  GASB  Statement  No.40,  “Deposit,  and  Investment  Risk 
Disclosures”. 
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NOTE 3 ‐ CASH AND CASH EQUIVALENTS (continued) 
 
The School maintains its cash balances at one financial institution, PNC Bank, located in Ohio. The balances 
are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account. 
At  June  30,  2019,  the  book  amount  of  the  School’s  deposits was  $68,644  and  the  bank  balance was 
$80,882.  

 
The School had no deposit policy  for custodial risk beyond the requirement of state statute. Ohio  law 
requires that deposits either be insured or be protected by eligible securities pledged to and deposited 
either with the School or a qualified trustee by the financial institution as security for repayment or by a 
collateral pool of eligible securities deposited with a qualified trustee to secure repayment of all public 
monies deposited in the financial institution whose market value shall be at least 105% of deposits being 
secured. At June 30, 2019, none of the bank balance was exposed to custodial credit risk. 
 

NOTE 4 – ACCOUNTS RECEIVABLES 
 
The School had Accounts receivables totaling $12,300 at June 30, 2019. These receivables represented 
monies earned, but not received as of year‐end.  The School also had Intergovernmental receivables of 
$130,164 at June 30, 2019. These receivables represented monies due from Federal programs, but not 
received as of year‐end.  All amounts are expected to be collected within one year.  
   

NOTE 5 ‐ CAPITAL ASSETS  
 
For the period ending June 30, 2019, the School’s capital assets consisted of the following: 

 

Balance Balance

06/30/18 Additions Deletions 06/30/19

Capital Assets:

Computers & Software 387,919$        26,475$           ‐$               414,394$         

Furniture, Fixtures, and Equipment 104,827          ‐                    ‐                 104,827           

Textbooks 111,186          ‐                    ‐                 111,186           

Total Capital Assets 603,932          26,475             ‐                 630,407           

Less Accumulated Depreciation:

Computers & Software (387,919)         (8,825)              ‐                 (396,744)         

Furniture, Fixtures, and Equipment (104,827)         ‐                    ‐                 (104,827)         

Textbooks (111,186)         ‐                    ‐                 (111,186)         

Total Accumulated Depreciation (603,932)         (8,825)              ‐                 (612,757)         

Total Capital Assets, Net ‐$                 17,650$           ‐$               17,650$           
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NOTE 6 ‐ ADVANCES PAYABLE 
 
During  the  fiscal year ending 2019,  the School  received working capital advances  from Charter School 
Capital through a receivables purchase agreement. As the School receives its monthly State funding, these 
advances  are  repaid,  however,  the  School may  elect  to  receive  future  advances  from Charter  School 
Capital by entering into additional agreements.  The total cost of funding for the year was $131,294. 
 
The total amount of advances outstanding at June 30, 2019 was $630,800.   The activity for the year is 
reflected as follows: 

NOTE 7 ‐ LONG‐TERM OBLIGATIONS 
   
The changes in the School’s long‐term obligations during fiscal year 2019 were as follows: 

NOTE 8 ‐ RISK MANAGEMENT 
 

Property & Liability ‐ The School is exposed to various risks of loss related to torts; theft of, damage to, 
and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  During the 
fiscal year ending June 30, 2019, the School contracted with Cincinnati Insurance Company for general 
liability  insurance  with  a  $1,000,000  each  occurrence/  $2,000,000  annual  aggregate,  as  well  as,  an 
umbrella policy with a $10,000,000 aggregate  limit.   The School also had a $1,000,000 School Leaders 
policy in place through National Union Fire Insurance.   There were no settlements in excess of insurance 
coverage over the past three years, nor has there been a significant reduction in insurance coverage from 
the prior year.  

 
Workers’  Compensation  ‐  The  School  pays  the  State Worker’s  Compensation  System  a  premium  for 
employee injury coverage.  The premium is calculated by multiplying the monthly total gross payroll by a 
factor that is calculated by the State.  

Balance 

6/30/2018 Additions Reductions

Balance 

6/30/2019

Charter School Capital 761,300$           1,954,478$     (2,084,978)$      630,800$          

761,300$           1,954,478$     (2,084,978)$      630,800$          

Balance 

6/30/2018 Additions Reductions

Balance 

6/30/2019

Due within 

One Year

Post Employment Liability:

Net Pension Liability 3,463,258$           ‐$                  (1,006,475)$          2,456,783$          ‐$                

Net OPEB Liability 662,251                 ‐                     (518,364)                143,887                ‐                  

Total Post Employment Liability 4,125,509             ‐                     (1,524,839)            2,600,670            ‐                  

  ‐                          ‐                  

Total Long‐Term Obligations 4,125,509$           ‐$                  (1,524,839)$          2,600,670$          ‐$                
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NOTE 8 ‐ RISK MANAGEMENT (continued) 
 
Employee Medical  and  Dental  Benefits  ‐  The  School  provides  medical,  vision,  and  dental  insurance 
benefits through Anthem to all full‐time employees. During the School year, the School paid 90% of the 
monthly premiums for all employees. 

 
NOTE 9 ‐ DEFINED BENEFIT PENSIONS PLANS 

   
Net Pension Liability 
 
The net pension liability reported on the statement of net position represents a liability to employees for 
pensions.  Pensions  are  a  component  of  exchange  transactions—between  an  employer  and  its 
employees—of salaries and benefits for employee services.  Pensions are provided to an employee—on a 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for pensions is a present obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net pension  liability  represents  the School’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long‐
term  variables,  including  estimated  average  life  expectancies,  earnings  on  investments,  cost  of  living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   

 
Ohio Revised Code  limits  the School’s obligation for  this  liability  to annually  required payments.     The 
School cannot control benefit terms or the manner in which pensions are financed; however, the School 
does receive the benefit of employees’ services in exchange for compensation including pension.  

 
GASB 68  assumes  the  liability  is  solely  the obligation of  the  employer,  because  (1)  they benefit  from 
employee  services;  and  (2)  State  statute  requires  all  funding  to  come  from  these  employers.    All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State  legislature.   Any resulting  legislative change to benefits or funding could 
significantly affect the net pension liability.  Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net pension liability 
on  the  accrual  basis  of  accounting.    Any  liability  for  the  contractually‐required  pension  contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   

 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Plan Description – School non‐teaching employees participate in SERS, a statewide, cost‐sharing multiple‐
employer defined benefit pension plan administered by SERS.  SERS provides retirement,  
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NOTE 9 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description ‐ School Employees Retirement System (SERS) – continued  
 
disability and survivor benefits  to plan members and beneficiaries.   Authority  to establish and amend 
benefits  is provided by Ohio Revised Code Chapter 3309.   SERS issues a publicly available, stand‐alone 
financial  report  that  includes  financial  statements,  required  supplementary  information  and  detailed 
information about SERS’ fiduciary net position.  That report can be obtained by visiting the SERS website 
at www.ohsers.org under Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 
  

 
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the School is required to contribute 14 percent of annual covered payroll.  The contribution requirements 
of plan members and employers are established and may be amended by the SERS’ Retirement Board up 
to  statutory maximum amounts of  10 percent  for plan members  and 14 percent  for  employers.    The 
Retirement Board, acting with the advice of the actuary, allocates the employer contribution rate among 
four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care 
Fund).  For the fiscal year ended June 30, 2019, the allocation to pension, death benefits, and Medicare B 
was 13.5 percent.  SERS allocated 0.5 percent of employer contributions to the Health Care Fund for fiscal 
year 2019. 
 
The School’s contractually required contribution to SERS was $15,683 for fiscal year 2019.  
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost‐
sharing multiple‐employer  public  employee  retirement  system  administered  by  STRS.    STRS  provides 
retirement and disability benefits  to members and death and survivor benefits  to beneficiaries.    STRS 
issues  a  stand‐alone  financial  report  that  includes  financial  statements,  required  supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215‐3771, by calling (888) 227‐7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
 

 

Eligible to Retire before Eligible to Retire on or after

August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or

Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
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NOTE 9 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description ‐ State Teachers Retirement System (STRS) – continued  
 
New  members  have  a  choice  of  three  retirement  plans;  a  Defined  Benefit  (DB)  Plan,  a  Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307. 
For the DB Plan, from August 1, 2015–July 1, 2017, any member could retire with reduced benefits who 
had (1) five years of service credit and age 60; (2) 26 years of service credit and age 55; or (3) 30 years of 
service  credit  regardless  of  age.  Effective  August  1,  2017–July  1,  2019,  any member may  retire with 
reduced benefits who has (1) five years of service credit and age 60; (2) 27 years of service credit and age 
55; or  (3) 30 years of service credit  regardless of age. Eligibility changes will  continue to be phased  in 
through August 1, 2026, when retirement eligibility for unreduced benefits will be five years of service 
credit and age 65, or 35 years of  service credit and at  least age 60. Retirement eligibility  for  reduced 
benefits will be five years of service credit and age 60, or 30 years of service credit regardless of age. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.    The  remaining 4.5 percent of  the 14 percent employer  rate  is  allocated  to  the defined 
benefit unfunded liability.  Effective July 1, 2017, employer contributions of 9.53 percent are placed in the 
investment accounts and the remaining 4.47 percent of the 14 percent employer rate is allocated to the 
defined benefit unfunded  liability. A member  is eligible  to  receive a  retirement benefit at age 50 and 
termination of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum 
withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
In the Combined Plan, member contributions are allocated among investment choices by the member, 
and employer contributions are used to fund a defined benefit payment. A member’s defined benefit is 
determined by multiplying one percent of the member’s final average salary by the member’s years of 
service credit. The defined benefit portion of the Combined Plan payment is payable to a member on or 
after age 60 with five years of service. The DC portion of the account may be taken as a  lump sum or 
converted to a lifetime monthly annuity at age 50 and termination of employment. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another  STRS plan.    The optional  annuitization of  a member’s defined  contribution account or  the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of  investment gain or  loss on the account.   STRS has therefore  included all three plan 
options as one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with  five or more years of credited service who  is determined to be 
disabled  may  qualify  for  a  disability  benefit.    Eligible  survivors  of  members  who  die  before  service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance.  
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NOTE 9 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Plan Description ‐ State Teachers Retirement System (STRS) – continued  
 
Funding  Policy  –  Employer  and  member  contribution  rates  are  established  by  the  State  Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2019, plan members were required to contribute 14 percent of their annual covered salary. The School 
was  required  to  contribute  14  percent;  the  entire  14  percent  was  the  portion  used  to  fund  pension 
obligations.  The fiscal year 2019 contribution rates were equal to the statutory maximum rates. 

 
The School’s contractually required contribution to STRS was $127,674 for fiscal year 2019. 
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
 
The net pension liability was measured as of June 30, 2018, and the total pension liability used to calculate 
the  net  pension  liability  was  determined  by  an  independent  actuarial  valuation  as  of  that  date.  The 
School's employer allocation percentage of the net pension liability was based on the employer’s share of 
employer contributions in the pension plan relative to the total employer contributions of all participating 
employers. Following is information related to the proportionate share and pension expense: 
 

 
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual  investment earnings, differences between expected and 
actual  actuarial  experience,  changes  in  assumptions  and  changes  in  the  School’s  proportion  of  the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense  over  current  and  future  periods.  The  difference  between  projected  and  actual  investment 
earnings is recognized in pension expense using a straight‐line method over a five‐year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight‐line method. Employer 
contributions to the pension plan subsequent to the measurement date are also required to be reported 
as a deferred outflow of resources.  
 

 

SERS STRS Total

Proportion of the Net Pension Liability

  Prior Measurement Date 0.00549867% 0.01319594%

Proportion of the Net Pension Liability

  Current Measurement Date 0.00518800% 0.00982209%

Change in Proportionate Share -0.00031067% -0.00337385%

Proportionate Share of the Net Pension

  Liability 297,126               2,159,657            2,456,783            

Pension Expense 5,432                   184,459               189,891               
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NOTE 9 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
At June 30, 2019 the School reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  
 

 
$143,357  reported  as  deferred  outflows  of  resources  related  to  pension  resulting  from  School 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2020.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to pension will be recognized in pension expense as follows:  
 
 
 
 
 
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 16,296                 49,850                 66,146                 

Changes of assumptions 6,710                   382,733               389,443               

Net difference between projected and

  actual earnings on pension plan investments -                       -                       -                       

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 1,465                   105,148               106,613               

School contributions subsequent to the 

  measurement date 15,683                 127,674               143,357               

Total Deferred Outflows of Resources 40,154                 665,405               705,559               

-                       -                       

Deferred Inflows of Resources

Differences between expected and

  actual experience -                       14,104                 14,104                 

Changes of assumptions -                       -                       -                       

Net difference between projected and

  actual earnings on pension plan investments 8,231                   130,960               139,191               

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 47,469                 941,215               988,684               

Total Deferred Inflows of Resources 55,700                 1,086,279            1,141,979            
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NOTE 9 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 

 
Actuarial Assumptions ‐ SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67, 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment terminations).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits  for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and  the historical pattern of  sharing benefit  costs between  the employers and plan 
members  to  that point.  The projection of benefits  for  financial  reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long‐term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the  benefits,  if  any,  paid  to  the  employee  after  termination  of  employment  until  the  death  of  the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key  methods  and  assumptions  used  in  calculating  the  total  pension  liability  in  the  latest  actuarial 
valuation, prepared as of June 30, 2018, are presented below: 
 

 
 

SERS STRS Total

Fiscal Year Ending June 30:

2020 (14,102)                (39,939)                 (54,041)                

2021 (4,852)                  (205,780)               (210,632)              

2022 (9,751)                  (149,186)               (158,937)              

2023 (2,524)                  (153,643)               (156,167)              

-                       

-                                             -                       

Total (31,229)                (548,548)               (579,777)              

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)
COLA or Ad Hoc COLA 2.50 percent, on and after April 1, 2018, COLA's for future retirees 

will be delayed for three years following commencement
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NOTE 9 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS – continued  
 
For post‐retirement mortality, the table used in evaluating allowances to be paid is the RP‐2014 Blue Collar 
Mortality Table with fully generational projection and Scale BB, with 120 percent of male rates and 110 
percent of female rates used. The RP‐2000 Disabled Mortality Table with 90 percent for male rates and 
100 percent for female rates set back five years is used for the period after disability retirement.  
 
The  long‐term  return  expectation  for  the  Pension  Plan  Investments  has  been  determined  by  using  a 
building‐block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A  forecasted  rate  of  inflation  serves  as  the  baseline  for  the  return  expectation.    Various  real  return 
premiums over  the baseline  inflation  rate have been established  for  each asset  class.    The  long‐term 
expected nominal rate of return has been determined by calculating an arithmetic weighted average of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the expected return from rebalancing uncorrelated asset classes. The asset allocation, as used in the June 
30, 2015 five‐year experience study, is summarized as follows: 
 

 
 
Discount Rate Total pension liability was calculated using the discount rate of 7.50 percent. The projection 
of  cash  flows  used  to  determine  the  discount  rate  assumed  that  employers  would  contribute  the 
actuarially  determined  contribution  rate  of  projected  compensation  over  the  remaining  26‐year 
amortization  period  of  the  unfunded  actuarial  accrued  liability.  Projected  inflows  from  investment 
earnings were calculated using the long‐term assumed investment rate of return (7.50 percent). Based on 
those  assumptions,  the  plan’s  fiduciary  net  position was  projected  to  be  available  to make  all  future 
benefit payments of current plan members. Therefore, the long‐term expected rate of return on pension 
plan investments was applied to all periods of projected benefits to determine the total pension liability.  
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the School’s proportionate share of the net pension liability calculated using 
the discount rate of 7.50 percent, as well as what the School’s net pension liability would be if it were 
calculated using a discount  rate  that  is one percentage point  lower  (6.50 percent), or one percentage 
point higher (8.50 percent) than the current rate. 
 
 

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return

Attachment 26: Audited Financial Statements Page 5481



UNIVERSITY OF CLEVELAND PREPARATORY SCHOOL ‐ CUYAHOGA COUNTY, OHIO   
 
NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2019  
 

 28

NOTE 9 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS – continued  

  
Actuarial Assumptions ‐ STRS 
 
The  total  pension  liability  in  the  July  1,  2018  actuarial  valuation was  determined  using  the  following 
actuarial assumptions, applied to all periods included in the measurement:  
 

 
 
Post‐retirement mortality rates are based on RP‐2014 Annuitant Mortality Table with 50 percent of rates 
through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 and 
84, and 100 percent of rates thereafter, projected forward generationally using mortality improvement 
scale MP‐2016; pre‐retirement mortality rates are based on RP‐2014 Employee Mortality Table, projected 
forward generationally using mortality improvement scale MP‐2016. 
 
The actuarial assumptions used in the July 1, 2018 valuation, were adopted by the board from the results 
of an actuarial experience study for July 1, 2011, through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 

 

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

School's proportionate share

  of the net pension liability $418,525 $297,126 $195,342

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Projected Payroll Growth 3.00 percent
Cost-of-Living Adjustments 0.00 percent

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected
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NOTE 9 ‐ DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – STRS – continued  
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.  Over  a  30‐year  period,  STRS’  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2018. The projection of cash flows used to determine the discount rate assumes that employer and 
member contributions will be made at statutory contribution rates of 14 percent each. For this purpose, 
only  employer  contributions  that  are  intended  to  fund  benefits  of  current  plan  members  and  their 
beneficiaries are included. Based on those assumptions, STRS’ fiduciary net position was projected to be 
available to make all projected future benefit payments to current plan members as of June 30, 2018. 
Therefore, the long‐term expected rate of return on pension plan investments of 7.45 percent was applied 
to all periods of projected benefit payments to determine the total pension liability as of June 30, 2018. 
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the School's proportionate share of the net pension liability as of June 
30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as what 
the School's proportionate share of the net pension liability would be if it were calculated using a discount 
rate that is one‐percentage‐point lower (6.45 percent) or one‐percentage‐point higher (8.45 percent) than 
the current assumption:  

  
 
 

Note 10 ‐ Defined Benefit OPEB Plans 
 
Net OPEB Asset/Liability 

 
The net OPEB asset/liability reported on the statement of net position represents an asset or liability to 
employees  for  OPEB.  OPEB  is  a  component  of  exchange  transactions‐–between  an  employer  and  its 
employees—of salaries and benefits for employee services.   OPEB are provided to an employee—on a 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services  each  financial  period.    The  obligation  to  sacrifice  resources  for  OPEB  is  a  present  obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net OPEB asset/liability represents the School’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB asset/liability calculation is dependent on critical long‐
term variables, including estimated average life expectancies, earnings on investments, cost  

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

School's proportionate share

  of the net pension liability $3,153,895 $2,159,657 $1,318,170
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Net OPEB Asset/Liability – continued  
 
of living adjustments and others.  While these estimates use the best information available, unknowable 
future events require adjusting these estimates annually.   

 
Ohio Revised Code  limits  the School’s obligation for  this  liability  to annually  required payments.     The 
School cannot control benefit terms or the manner in which OPEB are financed; however, the School does 
receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the asset/liability is solely that of the employer, because they benefit from employee 
services.   OPEB contributions come from these employers and health care plan enrollees, which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio Revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
to benefits or funding could significantly affect the net OPEB asset/liability. Resulting adjustments to the 
net OPEB asset/liability would be  effective when  the  changes  are  legally  enforceable.  The  retirement 
systems may allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net OPEB asset/ 
liability on the accrual basis of accounting.  Any liability for the contractually‐required OPEB contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   

 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Health Care Plan Description  ‐ The School contributes to the SERS Health Care Fund, administered by 
SERS for non‐certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a 
cost‐sharing  other  postemployment  benefit  (OPEB)  plan.    SERS’ Health Care  Plan provides  healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the  death  of  a  member  or  retiree,  are  eligible  for  SERS’  health  care  coverage.  Most  retirees  and 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self‐insured preferred provider 
organization  for  its  non‐Medicare  retiree  population.  For  both  groups,  SERS  offers  a  self‐insured 
prescription drug program. Health care  is a benefit  that  is permitted, not mandated, by  statute.    The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for  
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Plan Description ‐ School Employees Retirement System (SERS) – continued  
 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the 
plan selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding  Policy  ‐  State  statute  permits  SERS  to  fund  the  health  care  benefits  through  employer 
contributions.    Each  year,  after  the  allocation  for  statutorily  required  pensions  and  benefits,  the 
Retirement Board may allocate  the  remainder of  the employer  contribution of 14 percent of  covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2019, 0.5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro‐rated if 
less than a full year of service credit was earned. For fiscal year 2019, this amount was $21,600. Statutes 
provide that no employer shall pay a health care surcharge greater than 2.0 percent of that employer’s 
SERS‐covered payroll; nor may SERS collect  in aggregate more than 1.5 percent of  the  total statewide 
SERS‐covered payroll for the health care surcharge.  For fiscal year 2019, the School’s surcharge obligation 
was $1,145.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The School’s contractually required contribution to SERS was 
$1,725 for fiscal year 2019.     
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost‐sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part 
B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the 
report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227‐7877. 
 
Funding  Policy  –  Ohio  Revised  Code  Chapter  3307  authorizes  STRS  to  offer  the  Plan  and  gives  the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed 
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees,  for  the most  recent  year,  pay  a  portion  of  the  health  care  costs  in  the  form of  a monthly 
premium.  Under Ohio law, funding for post‐employment health care may be deducted from employer 
contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2019, STRS did 
not allocate any employer contributions to post‐employment health care.   
 
OPEB Assets/Liabilities, OPEB Expense, and Deferred Outflows/Inflows of Resources Related to OPEB  
 
The net OPEB asset/liability was measured as of June 30, 2018, and the total OPEB asset/liability used to 
calculate  the  net  OPEB  asset/liability  was  determined  by  an  actuarial  valuation  as  of  that  date.  The 
School's proportion of the net OPEB asset/liability was based on the School's share of contributions to the 
respective  retirement  systems  relative  to  the  contributions  of  all  participating  entities.    Following  is 
information related to the proportionate share and OPEB expense: 
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 

 

 
 
At June 30, 2019, the School reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

SERS STRS Total

Proportion of the Net OPEB Liability

  Prior Measurement Date 0.00549219% 0.01319594%

Proportion of the Net OPEB Liability/asset

  Current Measurement Date 0.00518650% 0.00982209%

Change in Proportionate Share -0.00030569% -0.00337385%

Proportionate Share of the Net OPEB

  Liability/(asset) 143,887               (157,832)              (13,945)                

OPEB Expense (16,761)                (367,097)              (383,858)              
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 

 
$1,725 reported as deferred outflows of resources related to OPEB resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending  June 30, 2020.   Other amounts  reported as deferred outflows of  resources and deferred 
inflows of resources related to OPEB will be recognized in OPEB expense as follows:  
 
 
 
 
 
 
 
 
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 2,349$                 18,435$               20,784$               

Changes of assumptions -                       -                       -                       

Net difference between projected and

  actual earnings on OPEB plan investments -                       -                       -                       

Changes in proportion and differences

    between contributions and proportionate

    share of contributions -                       -                       -                       

School contributions subsequent to the 

  measurement date 1,725                   -                       1,725                   

Total Deferred Outflows of Resources 4,074$                 18,435$               22,509$               

-                       -                       

Deferred Inflows of Resources

Differences between expected and

  actual experience -$                     9,195$                 9,195$                 

Changes of assumptions 12,926                 215,058               227,984               

Net difference between projected and

  actual earnings on OPEB plan investments 215                      18,031                 18,246                 

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 43,742                 143,860               187,602               

Total Deferred Inflows of Resources 56,883$               386,144$             443,027$             
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 

 
 
Actuarial Assumptions ‐ SERS 
 
The  total  OPEB  liability  was  determined  by  an  actuarial  valuation  as  of  June  30,  2018.  The  actuarial 
assumptions used in the valuation are based on results from the most recent actuarial experience study, 
which covered the five‐year period ending June 30, 2015. The experience study report is dated April 2016. 
The total OPEB liability used the following assumptions and other inputs: 
 

 
 
Mortality rates were based on the RP‐2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of  female rates. RP‐2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The long‐term expected rate of return on plan factors are considered in evaluating the long‐term rate of 
return assumption including long‐term historical data, estimates inherent in current market data, and a 
long‐normal distribution analysis  in which best‐estimate ranges of expected future real rates of return 
were developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long‐term expected rate of return, 7.50 percent, by weighting the expected future real rates 
of return by the target asset allocation percentage and then adding expected inflation. The capital market  

 

SERS STRS Total

Fiscal Year Ending June 30:

2020 (27,227)                       (64,842)                       (92,069)                       

2021 (21,140)                       (64,842)                       (85,982)                       

2022 (1,867)                         (64,842)                       (66,709)                       

2023 (3,741)                         (100,820)                     (104,561)                     

2024 (399)                            (39,275)                       (39,674)                       

Thereafter (160)                            (33,088)                       (33,248)                       

Total (54,534)                       (367,709)                     (422,243)                     

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Municipal Bond Index Rate

Measurement Date 3.62 percent
Prior Measurement Date 3.56 percent

Single Equivalent Interest Rate
Measurement Date 3.70 percent, net of plan investment expense, including price inflation
Prior Measurement Date 3.63 percent, net of plan investment expense, including price inflation

Health Care Cost Trend Rate
Medicare 5.375 percent - 4.75 percent
Pre-Medicare 7.25 percent - 4.75 percent
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – SERS – continued  
 
assumptions developed by the investment consultant are intended for use over a 10‐year horizon and 
may not be useful in setting the long‐term rate of return for funding pension plans which covers a longer 
timeframe.  The assumption  is  intended  to be  a  long‐term assumption and  is  not  expected  to  change 
absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental 
change in the market that alters expected returns in future years. 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 
as used in the June 30, 2015 five‐year experience study, are summarized as follows: 
 

 
 

Discount  Rate  The  discount  rate  used  to measure  the  total  OPEB  liability  at  June  30,  2018 was  3.70 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2018 was 3.63 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be made 
from members and the System at the contribution rate of 2.00 percent of projected covered payroll each 
year, which includes a 1.50 percent payroll surcharge and 0.50 percent of contributions from the basic 
benefits  plan.  Based  on  these  assumptions,  the  OPEB  plan’s  fiduciary  net  position  was  projected  to 
become  insufficient  to  make  future  benefit  payments  during  the  fiscal  year  ending  June  30,  2026. 
Therefore,  the  long‐term expected  rate of  return on OPEB plan assets was used  to present  value  the 
projected  benefit  payments  through  the  fiscal  year  ending  June  30,  2025  and  the  Fidelity  General 
Obligation 20‐year Municipal Bond Index rate of 3.62 percent, as of June 30, 2018 (i.e., municipal bond 
rate), was used to present value the projected benefit payments for the remaining years in the projection. 
The total present value of projected benefit payments  from all  years was then used to determine the 
single rate of return that was used as the discount rate. The projection of future benefit payments for all 
current plan members was until the benefit payments ran out. 
 
Sensitivity of the School's Proportionate Share of the Net OPEB Liability to Changes in the Discount Rate 
and Changes in the Health Care Cost Trend Rates The net OPEB liability  is sensitive to changes  in the 
discount rate and the health care cost trend rate. The following table presents the net OPEB liability and 
what the net OPEB liability would be if  it were calculated using a discount rate that is one percentage 
point lower (2.70 percent) and higher (4.70 percent) than the current discount rate (3.70 percent). Also 
shown is what the net OPEB liability would be based on health care cost trend rates that are one percent 

 

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – SERS – continued  
 
lower (6.25 percent decreasing to 3.75 percent) and one percent higher (8.25 percent decreasing to 5.75 
percent) than the current rate. 
  

 

   
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2018, actuarial valuation are presented below:   

 

 
 

Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 
For  healthy  retirees  the mortality  rates  are  based  on  the  RP‐2014 Annuitant Mortality  Table with  50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between 
ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality 
improvement scale MP‐2016. For disabled retirees, mortality rates are based on the RP‐2014 Disabled 
Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected forward 
generationally using mortality improvement scale MP‐2016. 
 
Actuarial  assumptions  used  in  the  June  30,  2018,  valuation  are  based  on  the  results  of  an  actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 
 
 

Current

1% Decrease Discount Rate 1% Increase

(2.70%) (3.70%) (4.70%)

School's proportionate share

  of the net OPEB liability $174,596 $143,887 $119,572

Current

1% Decrease Trend Rate 1% Increase

(6.25 % decreasing (7.25 % decreasing (8.25 % decreasing

to 3.75%) to 4.75%) to 5.75%)

School's proportionate share

  of the net OPEB liability $116,091 $143,887 $180,695

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Health Care Cost Trend Rates -5.23 percent to 9.62 percent, initial, 4.00 percent ultimate
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – STRS – continued  
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.    Over  a  30‐year  period,  STRS'  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total OPEB asset/liability was 7.45 percent as of 
June 30, 2018. The projection of cash flows used to determine the discount rate assumed STRS continues 
to allocate no employer contributions to the health care fund. Based on those assumptions, the OPEB 
plan’s fiduciary net position was projected to be available to make all projected future benefit payments 
to current plan members as of June 30, 2018. Therefore, the long‐term expected rate of return on health 
care  plan  investments  of  7.45  percent  was  applied  to  all  periods  of  projected  benefit  payments  to 
determine the total OPEB liability as of June 30, 2018.  
 
Sensitivity  of  the  School’s  Proportionate  Share  of  the  Net  OPEB  Asset/Liability  to  Changes  in  the 
Discount and Health Care Cost Trend Rate The following table represents the net OPEB asset/liability as 
of June 30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as 
what the net OPEB asset/liability would be if it were calculated using a discount rate that is one percentage 
point lower (6.45 percent) or one percentage point higher (8.45 percent) than the current assumption. 
Also shown is the net OPEB liability as of June 30, 2018, calculated using health care cost trend rates that 
are one percentage point lower or one percentage point higher than the current health care cost trend 
rates. 
 
 
 
 
 
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected
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NOTE 10 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – STRS – continued  

 

   
 
NOTE 11 ‐ CONTINGENCIES  

 
Grants ‐ The School received financial assistance from federal and state agencies in the form of grants.  
Amounts  received  from  grantor  agencies  are  subject  to  audit  and  adjustment  by  the  grantor.    Any 
disallowed costs may require refunding to the grantor.  Amounts which may be disallowed, if any, are not 
presently determinable.   However,  in  the opinion of  the School, any such adjustments will not have a 
material adverse effect on the financial position of the School.  
 
Litigation ‐ There are currently no matters in litigation with the School as defendant. 

 
Full‐time Equivalency ‐ School foundation funding is based on the annualized full‐time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for  Foundation  funding  purposes.   Community  schools  must  provide  documentation  that  clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  

 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation  funding  due  to  a  lack  of  evidence  to  support  student  participation  and  other matters  of 
noncompliance. ODE did not perform a review on the School for fiscal year 2019.  
 
As of the date of this report, all ODE adjustments have been completed. 
 
In addition, the School’s contract with their Sponsor and management company require payment based 
on revenues received from the State.  As discussed above, all ODE adjustments through fiscal year 2019 
have been completed. A reconciliation between payments previously made and the FTE adjustments has 
taken place with these contracts. 
 
 
 
  
 

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

School's proportionate share

  of the net OPEB asset $135,276 $157,832 $176,787

Current

1% Decrease Trend Rate 1% Increase

School's proportionate share

  of the net OPEB asset $175,717 $157,832 $139,666
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NOTE 12 ‐ SPONSOR CONTRACT 
 

The School contracted with as its sponsor and oversight services as required by law.  Sponsorship fees are 
calculated as a 2.25 percent of state funds received by the School from the State of Ohio. For the fiscal 
year ended June 30, 2019, the total sponsorship fees paid totaled $56,478.  

 
NOTE 13 ‐ PURCHASED SERVICES 

 
For the period of July 1, 2018 through June 30, 2019, the School made the following purchased services 
commitments. 
 

Purchased Services Amount
Professional Services 959,311$         
Property Services 365,155

    Utilities 165,412
Travel & Meetings 452
Communications 36,273
Contractual Trade 244,881
Pupil Transportation 45,217

Total 1,816,701$     

 
 
NOTE 14 ‐ LEASE OBLIGATIONS 
   
On April 2, 2014, the School entered into a new lease with the Cleveland 40th Street, LLC who acquired 
the property from the Cleveland Cuyahoga County Port Authority who was the previous landlord.  The 
41,230 square  feet of space  located at 1906 East 40th Street  in Cleveland, Ohio  is used exclusively  for 
educational purposes. The term of the lease is for a period of twelve years and is set to expire on August 
1, 2026.  Base rent expense for the fiscal year ended 2019 was $240,000. Future lease obligations are as 
follows: 

 
  Amount
FY2020 244,800$         
FY2021 249,696          
FY2022 249,696          
FY2023 249,696          
FY2024 249,696          
FY25‐FY27 576,329          

Total 1,819,913$     
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NOTE 15 ‐ MANAGEMENT COMPANY and MANAGEMENT COMPANY EXPENSES 
 

For fiscal year 2019 the School had an agreement with Accel Schools Ohio, LLC to provide management 
support  services. The agreement  is  for a period beginning May 1, 2017 and ending on  June 30, 2027. 
Management fees are calculated as 18% of the total revenues received from the State of Ohio. The total 
amount due from the School for the fiscal year ending June 30, 2019, was $573,294 and is included under 
“Purchased Services” on the Statements of Revenues, Expenses, and Changes in Net Position.   

 
Also, per the management agreement there are expenses that will be billed to the School based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of employees working in at 
the School and other costs related to providing education and administrative services. The total amount 
billed during fiscal year 2019 was $1,359,515 which includes previously identified management fee. 
 
For the periods ended June 30, 2019, Accel Schools Ohio, LLC, incurred the following expenses on behalf 
of the School: 
 

 
 

Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro‐rated based on 
full time equivalent (FTE) head count as of June 30, 2019 by each school it manages.  

 
 
 
 
 
 
 
 
 
 
 
 
 

 University of Cleveland Prep 

 Regular Instruction
(1100 Function Codes) 

 Special Instruction
(1200 Function Codes) 

 Support Services
(2000 Function Codes) 

 Total 

                                1,100                                 1,200                                 2,000 
Direct Expenses: 
Salaries & Wages (100 Object Codes) 688,162                           254,902                           943,064             
Employees’ Benefits (200 Object Codes) 43,396                             65,561                             13,898                             122,855             
Professional & Technical Services (410 Object Codes) 74,261                             74,261               
Supplies (510 Object Codes) 4,438                               6,853                               11,290               
Other Direct Costs (All Other Object Codes) 26,475                             12,405                             38,880               
Total Direct Expenses 762,471                           320,463                           107,417                           1,190,350          
  
Indirect Expenses:  
Overhead 246,094                           246,094             
  
Total Expenses 762,471                           320,463                           353,510                           1,436,444          
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NOTE 16‐ IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES  
 
For the fiscal year ended June 30, 2019, the School has implemented Governmental Accounting Standards 
Board  (GASB)  Statement  No.  83,  Certain  Asset  Retirement  Obligations  and  GASB  Statement  No.  88, 
Certain Disclosures Related to Debt, including Direct Borrowings and Direct Placements. 
 
GASB Statement No. 83 establishes criteria for determining the timing and pattern of recognition of a 
liability  and  a  corresponding  deferred  outflow  of  resources  for  asset  retirement  obligations.  The 
implementation of GASB  Statement No.  83 did not have an effect  on  the  financial  statements of  the 
School. 
 
GASB Statement No. 88 establishes additional financial statement note disclosure requirements related 
to debt obligations of governments,  including direct borrowings and direct placements. These changes 
were incorporated in the School’s fiscal year 2019 financial statements; however, there was no effect on 
beginning net position. 
 

NOTE 17 ‐ MANAGEMENT PLAN 
 
For  fiscal  year 2019,  the School had a net position deficit of $(4,802,516)  including  the  impact of net 
pension, OPEB assets, liabilities and related accruals. The School’s net deficit in fiscal year 2019 improved 
from the $(5,036,661) net deficit in fiscal 2018. Enrollment decreased in fiscal year 2019 to 288, down 
from 342 in fiscal year 2018.   The School’s ability to maintain a stable administrative and instructional 
team along with active advertising via print, radio, mailings and through referrals of current parents is 
anticipated to help produce the likelihood of future enrollment growth leading to surpluses and provide 
an opportunity for the school to recover from its prior deficits. 
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2019 2018 2017 2016 2015 2014
School's Proportion of the Net Pension

Liability 0.0051880% 0.00549867% 0.0060276% 0.0078774% 0.007080% 0.007080%

School's Proportionate Share of the Net
Pension Liability 297,126$        328,533$        441,158$        449,492$        358,290$        420,996$        

School's Covered Payroll 182,207$        168,329$        131,071$        87,276$          74,228$          30,448$          

School's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 163.07% 195.17% 336.58% 515.02% 482.69% 1382.67%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 71.36% 69.50% 62.98% 69.16% 71.70% 65.52%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net Pension Liability

School Employees Retirement System of Ohio
Last Six Fiscal Years (1)
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See accompanying notes to the required supplementary information. 
 
 
 

2019 2018 2017 2016 2015 2014
School's Proportion of the Net Pension

Liability 0.00982209% 0.01319594% 0.01381457% 0.01657565% 0.01473670% 0.01473670%

School's Proportionate Share of the Net
Pension Liability 2,159,657$        3,134,725$        4,611,323$        4,581,024$        3,584,475$        4,269,804$        

School's Covered Payroll 1,116,607$        1,450,921$        1,754,914$        1,634,921$        1,459,623$        1,095,823$        

School's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 193.41% 216.05% 262.77% 280.20% 245.58% 389.64%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 77.31% 75.29% 66.80% 72.10% 74.70% 69.30%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date
     which is the prior fiscal period end. 

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net Pension Liability

State Teachers Retirement System of Ohio
Last Six Fiscal Years (1)
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2019 2018 2017 2016 2015 2014 2013 2012

Contractually Required Contribution 15,683$          24,598$          23,566$          18,350$          11,503$          10,288$          4,214$            4,019$            

Contributions in Relation to the 
Contractually Required Contribution (15,683)           (24,598)           (23,566)           (18,350)           (11,503)           (10,288)           (4,214)            (4,019)            

Contribution Deficiency (Excess) -                 -                 -                 -                 -                 -                 -                 -                 

School Covered Payroll 116,170$        182,207$        168,329$        131,071$        87,276$          74,228$          30,448$          29,881$          

Contributions as a Percentage of
Covered Payroll 13.50% 13.50% 14.00% 14.00% 13.18% 13.86% 13.84% 13.45%

(1) Information prior to 2012 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of School Contributions - Pension

School Employees Retirement System of Ohio
Last Eight Fiscal Years (1)
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2019 2018 2017 2016 2015 2014 2013 2012

Contractually Required Contribution 127,674$          156,325$          203,129$          245,688$          228,889$          189,751$          142,457$          107,437$          

Contributions in Relation to the 
Contractually Required Contribution (127,674)           (156,325)           (203,129)           (245,688)           (228,889)           (189,751)           (142,457)           (107,437)           

Contribution Deficiency (Excess) -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 

School Covered Payroll 911,957$          1,116,607$        1,450,921$        1,754,914$        1,634,921$        1,459,623$        1,095,823$        826,438$          

Contributions as a Percentage of
Covered Payroll 14.00% 14.00% 14.00% 14.00% 14.00% 13.00% 13.00% 13.00%

(1) Information prior to 2012 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of School Contributions - Pension
State Teachers Retirement System of Ohio

Last Eight Fiscal Years (1)
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2019 2018 2017
School's Proportion of the Net OPEB

Liability 0.0051865% 0.00549219% 0.0082061%

School's Proportionate Share of the Net
OPEB Liability 143,887$        147,395$        233,903$        

School's Covered Payroll 182,207$        168,329$        131,071$        

School's Proportionate Share of the Net
OPEB Liability as a Percentage
of its Covered Payroll 78.97% 87.56% 178.46%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability 13.57% 12.46% 11.49%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net OPEB Liability

School Employees Retirement System of Ohio
Last Three Fiscal Years (1)
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2019 2018 2017
School's Proportion of the Net OPEB

Liability/Asset 0.00982209% 0.01319594% 0.01381457%

School's Proportionate Share of the Net
OPEB Liability/(Asset) (157,832)$         514,856$          738,807$          

School's Covered Payroll 1,116,607$        1,450,921$        1,754,914$        

School's Proportionate Share of the Net
OPEB Liability/Asset as a Percentage
of its Covered Payroll -14.13% 35.48% 42.10%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability/Asset 176.00% 47.11% 37.30%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net OPEB Asset/Liability

State Teachers Retirement System of Ohio
Last Three Fiscal Years (1)
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2019 2018 2017 2016 2015 2014 2013 2012

Contractually Required Contribution (2) 1,725$            3,372$            3,571$            2,308$            1,021$       545$              490$              945$              

Contributions in Relation to the 
Contractually Required Contribution (1,725)            (3,372)            (3,571)            (2,308)            (1,021)        (545)               (490)               (945)               

Contribution Deficiency (Excess) -                 -                 -                 -                 -            -                 -                 -                 

School Covered Payroll 116,170$        182,207$        168,329$        131,071$        87,276$      74,228$          30,448$          29,881$          

OPEB Contributions as a Percentage of
Covered Payroll (2) 1.48% 1.85% 2.12% 1.76% 1.17% 0.73% 1.61% 3.16%

(1) Information prior to 2012 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

(2) Includes Surcharge

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of School Contributions - OPEB

School Employees Retirement System of Ohio
Last Eight Fiscal Years (1)
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2019 2018 2017 2016 2015 2014 2013 2012

Contractually Required Contribution -$                     -$                     -$                 -$                 -$                 14,596$            10,958$            8,264$              

Contributions in Relation to the 
Contractually Required Contribution -                      -                      -                  -                  -                  (14,596)            (10,958)             (8,264)              

Contribution Deficiency (Excess) -$                     -$                     -$                 -$                 -$                 -$                 -$                 -$                 

School Covered Payroll 911,957$              1,116,607$            1,450,921$        1,754,914$        1,634,921$        1,459,623$        1,095,823$        826,438$          

Contributions as a Percentage of
Covered Payroll 0.00% 0.00% 0.00% 0.00% 0.00% 1.00% 1.00% 1.00%

(1) Information prior to 2012 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of School Contributions - OPEB

State Teachers Retirement System of Ohio
Last Eight Fiscal Years (1)
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NOTE 1 ‐ NET PENSION LIABILITY 
 
Changes in Assumptions ‐ SERS 

 

For fiscal year 2017, the SERS Board adopted the following assumption changes: 

 Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent 

 Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent 

 Assumed real wage growth was reduced from 0.75 percent to 0.50 percent 

 Rates of withdrawal, retirement and disability were updated to reflect recent experience. 

 Mortality among active members was updated to RP‐2014 Blue Collar Mortality Table with fully 

generational projection and a five‐year age set‐back for both males and females. 

 Mortality among service retired members, and beneficiaries was updated to RP‐2014 Blue Collar 

Mortality Table with fully generational projection with Scale BB, 120 percent of male rates, and 

110 percent of female rates. 

 Mortality among disabled members was updated to RP‐2000 Disabled Mortality Table, 90 

percent for male rates and 100 percent for female rates, set back five years is used for the 

period after disability retirement.   

 

Changes in Benefit Terms ‐ SERS 

For fiscal year 2018, the cost‐of‐living adjustment was changed from a fixed 3.00 percent to a cost‐of‐
living adjustment  that  is  indexed  to CPI‐W not greater  than 2.50 percent with a  floor of  zero percent 
beginning January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has 
enacted a three‐year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the Retirement Board approved several changes to the actuarial assumptions in 2017. 
The  long  term  expected  rate  of  return was  reduced  from  7.75  percent  to  7.45  percent,  the  inflation 
assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered 
to 3.00 percent, and total salary increases rate was lowered by decreasing the merit component of the 
individual salary increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy 
and  disabled mortality  assumptions were  updated  to  the  RP‐2014 mortality  tables with  generational 
improvement  scale MP‐2016. Rates of  retirement,  termination and disability were modified  to better 
reflect anticipated future experience. 
 

Changes in Benefit Terms ‐ STRS 

 

For fiscal year 2018, the cost‐of‐living adjustment (COLA) was reduced to zero.  
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NOTE 2 ‐ NET OPEB LIABILITY 
 
Changes in Assumptions – SERS 
 
Amounts  reported  for  fiscal  year  2019  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 3.56 percent to 3.62 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased from 3.63 percent to 3.70 percent. The health care cost trend assumptions changed as follows:  
 
Pre‐Medicare 
   Fiscal year 2018   7.50 percent initially, decreasing to 4.00 percent 

Fiscal year 2019 7.25 percent initially, decreasing to 4.75 percent 
Medicare 
  Fiscal year 2018   5.50 percent initially, decreasing to 5.00 percent 

Fiscal year 2019 5.375 percent initially, decreasing to 4.75 percent 
 

Amounts  reported  for  fiscal  year  2018  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 2.92 percent to 3.56 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased from 2.98 percent to 3.63 percent. 
 
Changes in Benefit Terms ‐ SERS 

There have been no changes to the benefit provisions. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2019, the discount rate was increased from the blended rate of 4.13 percent to the long‐
term expected rate of return of 7.45 percent. Valuation year per capita health care costs were updated. 
Health care cost trend rates ranged from 6.00 percent to 11 percent initially and a 4.50 percent ultimate 
rate for fiscal year 2018 and changed for fiscal year 2019 to a range of  ‐5.20 percent to 9.60 percent, 
initially and a 4.00 ultimate rate. 
 
For fiscal year 2018, the blended discount rate was increased from 3.26 percent to 4.13 percent. Valuation 
year per capita health care costs were updated, and the salary scale was modified. The percentage of 
future retirees electing each option was updated based on current data and the percentage of  future 
disabled  retirees  and  terminated  vested  participants  electing  health  coverage  were  decreased.  The 
assumed  mortality,  disability,  retirement,  withdrawal  and  future  health  care  cost  trend  rates  were 
modified along with the portion of rebated prescription drug costs. 
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NOTE 2 ‐ NET OPEB LIABILITY (CONTINUED) 
 
Changes in Benefit Terms – STRS 
 
For fiscal year 2019, the subsidy multiplier for non‐Medicare benefit recipients was increased from 1.9 
percent to 1.944 percent per year of service effective January 1, 2019. The non‐Medicare frozen subsidy 
base  premium  was  increased  effective  January  1,  2019  and  all  remaining Medicare  Part  B  premium 
reimbursements will be discontinued beginning January 1, 2020. 
 
For  fiscal  year 2018,  the  subsidy multiplier  for non‐Medicare benefit  recipients was  reduced  from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. This was subsequently extended, see above paragraph.  
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December 24, 2019 
 
To the Board of Trustees  
University of Cleveland Preparatory School 
1906 East 40th Street 
Cleveland, Ohio 44103 
 

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 
and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the University of 
Cleveland Preparatory School, Cuyahoga County, Ohio (the “School”) as of and for the year ended June 
30, 2019, and the related notes to the financial statements, which collectively comprise the School’s basic 
financial statements, and have issued our report thereon dated December 24, 2019, in which we noted the 
School has suffered recurring losses from operations and has a net position deficit of $4,802,516 
including the net effect of net pension liability, net OPEB asset/liability and related accruals totaling 
$3,299,776, that raises substantial doubt about its ability to continue as a going concern.  
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School's internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate in 
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the School’s internal control. Accordingly, we 
do not express an opinion on the effectiveness of the School’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with 
governance.  
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified.  

Attachment 26: Audited Financial Statements Page 5507



54 
 

University of Cleveland Preparatory School 
Independent Auditor’s Report on Internal Control over Financial Reporting and on  

Compliance and Other Matters Based on an Audit of Financial Statements  
Performed in Accordance with Government Auditing Standards 

Page 2 of 2 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 
results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 

 
 

 
Medina, Ohio 
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88 East Broad Street, Columbus, Ohio 43215 
Phone: 614-466-4514 or 800-282-0370 

www.ohioauditor.gov

 
 
 
Board of Directors 
University of Cleveland Preparatory School 
219 East Maple St, Suite 202 
North Canton, OH 44720 
 
 
We have reviewed the Independent Auditor’s Report of the University of Cleveland Preparatory 
School, Cuyahoga County, prepared by Rea & Associates, Inc., for the audit period July 1, 2017 
through June 30, 2018.  Based upon this review, we have accepted these reports in lieu of the 
audit required by Section 117.11, Revised Code.  The Auditor of State did not audit the 
accompanying financial statements and, accordingly, we are unable to express, and do not 
express an opinion on them.  
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The University of Cleveland Preparatory School is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
March 4, 2019  
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December 27, 2018

To the Board of Trustees
University of Cleveland Preparatory School
1906 East 40th Street
Cleveland, Ohio 44103

Independent Auditor's Report

Report on the Financial Statements

We have audited the accompanying financial statements of the University of Cleveland Preparatory 
School, Cuyahoga County, Ohio, (the “School”) as of and for the year ended June 30, 2018, and the 
related notes to the financial statements, which collectively comprise the School’s basic financial 
statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation 
and fair presentation of the financial statements in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s 
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements.

Attachment 26: Audited Financial Statements Page 5516



2

University of Cleveland Preparatory School
Independent Auditor’s Report
Page 2 of 3

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the School, as of June 30, 2018, and the changes in its financial position and its cash 
flows for the year then ended in accordance with accounting principles generally accepted in the United 
States of America.

Emphasis of Matter

As described in Note 17 to the financial statements, the School restated the net position balance to 
account for the implementation of Governmental Accounting Standard Board (GASB) Statement No. 75, 
“Accounting and Financial reporting for Postemployment Benefits other than Pensions.” In addition the 
School restated the net pension liability amount to account for an error discovered in the calculation to 
allocate the management companies’ share of the net pension liability to member schools. Our opinion is 
not modified with respect to these matters.

The accompanying financial statements have been prepared assuming the School will continue as a going 
concern. As disclosed in Note 18 to the financial statements, the School has suffered recurring losses from 
operations and has a net position deficit of $5,036,661 that raises substantial doubt about its ability to 
continue as a going concern. This deficit net position includes the effect of the net pension liability, net 
OPEB liability and related accruals totaling $3,638,825. Note 18 describes management’s plan regarding 
these issues. The financial statements do not include any adjustments that might result from the outcome 
of this uncertainty. Our opinion is not modified with respect to this matter.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the School's Proportionate Share of the Net Pension Liability,
Schedule of the School’s Contributions - Pension, Schedule of the School’s Proportionate Share of the 
Net OPEB Liability, and the Schedule of the School’s Contributions - OPEB on pages 5–11, 48-49, 50-51, 
52-53, and 54-55, respectively, be presented to supplement the basic financial statements. Such 
information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the 
basic financial statements in an appropriate operational, economic, or historical context. We have applied 
certain limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion 
or provide any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance.
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University of Cleveland Preparatory School
Independent Auditor’s Report
Page 3 of 3

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 27, 
2018 on our consideration of the School’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness 
of the School’s internal control over financial reporting or on compliance. That report is an integral part of 
an audit performed in accordance with Government Auditing Standards in considering the School’s 
internal control over financial reporting and compliance.

Medina, Ohio
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UNIVERSITY OF CLEVELAND PREPARATORY SCHOOL - CUYAHOGA COUNTY, OHIO 
 
MANAGEMENT’S DISCUSSION AND ANALYSIS  
FOR THE YEAR ENDED JUNE 30, 2018 (UNAUDITED) 
 

5 

The discussion and analysis of the University of Cleveland Preparatory School (the School) financial 
performance provides an overall review of the School’s financial activities for the fiscal year ended June 
30, 2018. The intent of this discussion and analysis is to look at the School’s’ financial performance as a 
whole; readers should also review the basic financial statements and notes to the basic financial 
statements to enhance their understanding of the School’s financial performance.  
 
The Management’s Discussion and Analysis (MD&A) is an element of the reporting model adopted by the 
Governmental Accounting Standards Board (GASB) in their Statement No. 34 Basic Financial Statements 
– and Management’s Discussion and Analysis – for State and Local Governments. Certain comparative 
information between the current fiscal year and the prior fiscal year is required to be presented in the 
MD&A.  
 
FINANCIAL HIGHLIGHTS 
 
Key Financial Highlights for the School for the 2017-18 school year are as follows:  
 

• Total assets increased $5,750. 
• Total liabilities decreased $1,747,619. 
• Total net position increased $1,336,356. 
• Total operating and non-operating revenues were $3,718,834. Total operating and non-operating 

expenses were $2,382,478.  
• The School implemented GASB 75 and corrected a prior year allocation of net pension liability, 

which reduced beginning net position as previously reported by $1,060,253.  
 
USING THIS ANNUAL REPORT 
  
This report consists of three parts: the basic financial statements, notes to those statements, and required 
supplemental information.  The basic financial statements include a Statement of Net Position, a 
Statement of Revenues, Expenses and Change in Net Position, and a Statement of Cash Flows.   
 
The Statement of Net Position and Statement of Revenues, Expenses, and Change in Net Position reflect 
how the School did financially during fiscal year 2018.  These statements include all assets, deferred 
outflows of resources, liabilities, and deferred inflows of resources using the accrual basis of accounting 
similar to the accounting used by most private-sector companies. This basis of accounting includes all of 
the current year revenues and expenses regardless of when cash is received or paid.  
 
These statements report the School’s Net Position and change in those assets. This change in Net Position 
is important because it tells the reader whether the financial position of the School has improved or 
diminished. The causes of this change may be the result of many factors, some financial, some not. Non-
financial factors include the School’s’ student enrollment, per-pupil funding as determined by the State 
of Ohio, change in technology, required educational programs and other factors. The School uses 
enterprise presentation for all of its activities. 
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USING THIS ANNUAL REPORT (continued) 
 
Statement of Net Position - The Statement of Net Position answers the question of how the School did 
financially during 2018.  This statement includes all assets, deferred outflows of resources, liabilities, and 
deferred inflows of resources, both financial and capital, and short-term and long-term using the accrual 
basis of accounting and economic resource focus, which is similar to the accounting used by most private-
sector companies.  This basis of accounting takes into account all revenues and expenses during the year, 
regardless of when the cash is received or paid.   
 
Table 1 provides a summary of the School’s Net Position for fiscal year 2018 compared to fiscal year 2017.  
 

Assets

Current Assets  $                 156,398  $                 150,648 

     Total Assets                     156,398                     150,648 

Deferred Outflows of Resources                 1,498,505                 1,647,529 

       

Liabilities        

Current Liabilities                 1,554,234                 1,402,171 

NonCurrent Liabilities                 4,125,509                 6,025,191 

      Total Liabilties                 5,679,743                 7,427,362 

Deferred Inflows of Resources                 1,011,821                     743,832 

Net Position

Unrestricted               (5,036,661)               (6,373,017)

      Total Net Position  $           (5,036,661)  $           (6,373,017)
 

Table 1
Statement of Net Position

2018 Restated 2017

 
The net pension liability (NPL) is the largest single liability reported by the School at June 30, 2018   and is 
reported pursuant to GASB Statement 68, “Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27.”   For fiscal year 2018, the School adopted GASB Statement 75, 
“Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions,” which 
significantly revises accounting for costs and liabilities related to other postemployment benefits (OPEB).  
For reasons discussed below, many end users of this financial statement will gain a clearer understanding 
of the School’s actual financial condition by adding deferred inflows related to pension and OPEB, the net 
pension liability and the net OPEB liability to the reported net position and subtracting deferred outflows 
related to pension and OPEB. 
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USING THIS ANNUAL REPORT (continued) 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OPEB liability.  GASB 68 and GASB 75 
take an earnings approach to pension and OPEB accounting; however, the nature of Ohio’s statewide 
pension/OPEB plans and state law governing those systems requires additional explanation in order to 
properly understand the information presented in these statements. 

 
GASB 68 and GASB 75 require the net pension liability and the net OPEB liability to equal the School’s 
proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 
 
GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, 
and the promise of a future pension and other postemployment benefits.  GASB noted that the unfunded 
portion of this promise is a present obligation of the government, part of a bargained-for benefit to the 
employee, and should accordingly be reported by the government as a liability since they received the 
benefit of the exchange.  However, the School is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement systems to provide healthcare to eligible benefit recipients.  The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a specific, 
legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the 
unfunded liability of the pension/OPEB plan as against the public employer.  State law operates to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the employment exchange with notice as to the law.  The retirement system is responsible for the 
administration of the pension and OPEB plans.  
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USING THIS ANNUAL REPORT (continued) 
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability.  As explained above, changes in benefits, 
contribution rates, and return on investments affect the balance of these liabilities, but are outside the 
control of the local government.  In the event that contributions, investment returns, and other changes 
are insufficient to keep up with required payments, State statute does not assign/identify the responsible 
party for the unfunded portion.  Due to the unique nature of how the net pension liability and the net 
OPEB liability are satisfied, these liabilities are separately identified within the long-term liability section 
of the statement of net position. 
 
In accordance with GASB 68 and GASB 75, the School’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB liability, respectively, not accounted for as 
deferred inflows/outflows.  
 
As a result of implementing GASB 75, the School is reporting a net OPEB liability and deferred 
inflows/outflows of resources related to OPEB on the accrual basis of accounting.  This implementation 
and the correction of a pension allocation of net pension liability also had the effect of restating net 
position at June 30, 2017, from ($5,312,764) to ($6,373,017). 
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USING THIS ANNUAL REPORT (continued) 
 
Statement of Revenues, Expenses and Change in Net Position - Table 2 shows the change in Net Position 
for fiscal years 2018 and 2017 as well as a listing of revenues and expenses.   This change in Net Position 
is important because it tells the reader that, for the School as a whole, the financial position of the School 
has improved or diminished. The cause of this may be the result of many factors, some financial, some 
not.  Non-financial factors include the current laws in Ohio restricting revenue growth, facility conditions, 
required educational programs and other factors. 
 

Operating Revenues

State Aid  $             2,995,574  $             3,288,500 

Other                       50,237                         6,697 

     Total Operating Revenues                 3,045,811                 3,295,197 

Operating Expenses       

Salaries                 1,308,647                 1,543,999 

Fringe Benefits                    318,656                    362,979 

Fringe Benefits - Pension/OPEB               (1,482,669)                    386,738 

Purchased Services                 1,967,572                 2,111,835 

Materials and Supplies                    124,057                    176,057 

Depreciation                                -                         18,496 

Other                       38,404                         8,976 

      Total Operating Expenses                 2,274,667                 4,609,080 

Operating Income(Loss)                    771,144               (1,313,883)

Non-Operating Revenues (Expenses)

Federal Grants                    673,023                    711,621 

Debt Forgiveness                                -                      178,040 

Other Grants                                -                           8,951 

Interest Expnese                   (107,811)                   (202,342)

      Total Non-Operating Revenues (Expenses)                    565,212                    696,270 
 
Change in Net Position 1,336,356$             (617,613)$               

Table 2
Change in Net Position

2018 Retated 2017

 
State Aid and Federal Grants revenues decreased due to declining enrollment.  In addition this caused 
various decreases throughout expenses also. 
 

Attachment 26: Audited Financial Statements Page 5524



UNIVERSITY OF CLEVELAND PREPARATORY SCHOOL - CUYAHOGA COUNTY, OHIO  
 
MANAGEMENT’S DISCUSSION AND ANALYSIS  
FOR THE YEAR ENDED JUNE 30, 2018 (UNAUDITED) 
 

10 

USING THIS ANNUAL REPORT (continued) 
 
The information necessary to restate the 2017 beginning balances and the 2017 OPEB expense amounts 
for the effects of the initial implementation of GASB 75 is not available.  Therefore, 2017 functional 
expenses still include OPEB expense of $3,571 computed under GASB 45.  GASB 45 required recognizing 
pension expense equal to the contractually required contributions to the plan. Under GASB 75, OPEB 
expense represents additional amounts earned, adjusted by deferred inflows/outflows. The contractually 
required contribution is no longer a component of OPEB expense. Under GASB 75, the 2018 statements 
report negative OPEB expense of $173,611.  Consequently, in order to compare 2018 total program 
expenses to 2017, the following adjustments are needed: 
 

Total 2018 program expenses under GASB 75 2,274,667$     

Negative OPEB expense under GASB 75 173,611          
2018 contractually required contribution 3,372               

Adjusted 2018 program expenses 2,451,650       

Total 2017 program expenses under GASB 45 4,609,080       

Decrease in program expenses not related to OPEB 2,157,430$     

. 
In addition to the decrease previously mentioned, pension expense decreased due to changes in net 
pension liability and related accruals. See Note 9 for further details. 
 
CAPITAL ASSETS  
 
At fiscal year-end, the School’s capital asset had a net book value of zero.   For more information on capital 
assets, see Note 5 of the Basic Financial Statements. 
 
WORKING CAPITAL ADVANCES 
 
During the fiscal year, the School received working capital monies from Charter School Capital through a 
receivables purchase agreement. The outstanding balance as of June 30, 2018 was $761,300. As the 
School receives monthly State funding, these advances are repaid, however, the School may elect to 
receive additional advances from Charter School Capital by entering into additional agreements.  See Note 
6 for additional information. 
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CURRENT FINANCIAL ISSUES 

The School is a community School and is funded through the State of Ohio Foundation Program.  The 
School relies on this, as well as, State and Federal funds as its primary source of revenue.   In 2016, the 
State raised the base per pupil funding to $6,010, which is up from $6,000 in the previous 
year.  Additionally, community schools in Ohio will be allocated a small amount of facilities funding which 
is also per pupil based.  This amount is projected to be approximately $200 per pupil. 

The full-time equivalent enrollment of the School for the year ended June 30, 2018 was 342 compared to 
a figure of 383 at the end of fiscal year 2017. 

Overall, the School will continue to provide learning opportunities and apply resources to best meet the 
needs of the students served.  

CONTACTING THE SCHOOL’S FINANCIAL MANAGEMENT 

This financial report is designed to provide our citizen’s, taxpayers, investors and creditors with a general 
overview of the School’s finances and to demonstrate accountability for the money it receives. If you have 
questions about this report or need additional information contact the School’s Fiscal Officer, C. David 
Massa, CPA, of Massa Financial Solutions, LLC, 1906 E. 40th St., Cleveland, Ohio 44103. 
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UNIVERSITY OF CLEVELAND PREPARATORY SCHOOL  
CUYAHOGA COUNTY, OHIO 

  
Statement of Net Position 

At June 30, 2018 
 

Assets:
Current Assets:
    Cash and Cash Equivalents 47,895$               
    Intergovernmental Receivable 27,544
    Accounts Receivable 17,835
    Other Assets 63,124
      Total Current Assets 156,398

Total Assets 156,398               

Deferred Outflows of Resources:
    Pension 1,465,412
    OPEB 33,093
Deferred Outflows of Resources 1,498,505            

Liabilities:
Current Liabilities:
    Accounts Payable, Trade 783,678               
    Accrued Expenses 9,256                   
    Advances Payable 761,300               
       Total Current Liabilities 1,554,234            

Noncurrent Liabilities:
  Net Pension Liability 3,463,258
  Net OPEB Liability 662,251
    Total Noncurrent Liabilities 4,125,509

       Total Liabilities 5,679,743

Deferred Inflows of Resources:
    Pension 848,823
    OPEB 162,998
Deferred Inflows of Resources 1,011,821            

Net Position:
  Unrestricted (5,036,661)
  Total Net Position (5,036,661)$        

See Accompanying Notes to the Basic Financial Statements  
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UNIVERSITY OF CLEVELAND PREPARATORY SCHOOL  
CUYAHOGA COUNTY, OHIO 
  

Statement of Revenues, 
Expenses and Changes in Net Position 

For the Fiscal Year Ended June 30, 2018 
 
Operating Revenues:
  State Aid 2,995,574$         
  Miscellaneous 50,237
    Total Operating Revenues 3,045,811

Operating Expenses:
  Salaries 1,308,647            
  Fringe Benefits 318,656               
  Fringe Benefits - Pension (1,305,686)          
  Fringe Benefits - OPEB (176,983)              
  Purchased Services 1,967,572
  Supplies 124,057
  Other Operating Expenses 38,404
    Total Operating Expenses 2,274,667

      Operating Income 771,144

Non-Operating Revenues and (Expenses):
  Federal Grants 673,023
  Interest Expense (107,811)              
    Net Non-operating Revenues and (Expenses) 565,212

Change in Net Position 1,336,356            

Net Position Beginning of Year, Restated (6,373,017)          
Net Position End of Year (5,036,661)$        

See Accompanying Notes to the Basic Financial Statements  
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UNIVERSITY OF CLEVELAND PREPARATORY SCHOOL  
 CUYAHOGA COUNTY, OHIO 

  
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2018 
 

CASH FLOWS FROM OPERATING ACTIVITIES
State Aid Receipts 2,982,297$       
Other Operating Receipts 50,327               
Cash Payments to Suppliers for Goods and Services (1,805,810)        
Cash Payments to Employees for Services (1,308,647)        
Cash Payments for Employee Benefits (321,121)           

Net Cash Used For Operating Activities (402,954)           

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Federal and State Grant Receipts 679,348            
Charter School Capital/ Charter Asset Management Advances 2,594,162         
Charter School Capital/ Charter Asset Management Cost of Funding (107,811)           
Charter School Capital/ Charter Asset Management Redemptions (2,803,662)        

Net Cash Provided By Noncapital Financing Activities 362,037            

Net Decrease in Cash and Cash Equivalents (40,917)             

Cash and Cash Equivalents - Beginning of the Year 88,812               
Cash and Cash Equivalents - Ending of the Year 47,895$            

See Accompanying Notes to the Basic Financial Statements

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

(Continued) 
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UNIVERSITY OF CLEVELAND PREPARATORY SCHOOL  
 CUYAHOGA COUNTY, OHIO 

 
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2018 
(Continued) 

Reconciliation of Operating Income to Net Cash Used For Operating Activities
Operating Income 771,144$          

Adjustments to Reconcile Operating Income to Net Cash Used For Operating Activities

Changes in Assets, Liabil ities, and Deferred Inflows and Outflows:
(Increase)/Decrease in Receivables (20,632)             
Increase/(Decrease) in Witholdings Payable (11,359)             
(Increase)/ Decrease in Deferred Outflows 149,024            
Increase/ (Decrease) in Deferred Inflows 267,989            
Increase/ (Decrease) in Net Pension/OPEB Liabil ity (1,899,682)        
(Increase)/Decrease in Other Assets (32,360)             
Increase/(Decrease) in Accounts Payable, Trade 363,666            
Increase/(Decrease) in Accrued Expenses 9,256                 

Net Cash Used For Operating Activities (402,954)$         

See Accompanying Notes to the Basic Financial Statements
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NOTE 1 - DESCRIPTION OF THE ENTITY 
 
The University of Cleveland Preparatory School, (the School) is a nonprofit corporation established 
pursuant to Ohio Revised Code Chapters 3314 and 1702.  The School’s mission is to provide an orderly 
and supportive environment whereby students experience preparations for college, career and life. The 
School operates on a foundation, which fosters character building for all students, parents and staff 
members.  The School, which is part of the State’s education program, is independent of any school district 
and is nonsectarian in its programs, admission policies, employment practices, and all other operations.  
The School may acquire facilities as needed and contract for any services necessary for the operation of 
the School. 

 
The School was approved for operation under a contract with Ohio Council of Community Schools 
(“OCCS”) (the Sponsor) for a five-year period commencing on July 1, 2011.  The contract was renewed at 
the end of fiscal year 2016 for an additional five-year period. The Sponsor is responsible for evaluating the 
performance of the School and has the authority to deny renewal of the contract at its expiration or 
terminate the contract prior to its expiration.  

 
The School operates under the direction of a Board of Directors (the Board).  The Board is responsible for 
carrying out the provisions of the contract which include, but are not limited to, state mandated provisions 
regarding student populations, curriculum, academic goals, performance standards, admissions 
standards, and qualifications of teachers.  The Board controls the School’s instructional and administrative 
staff. 
 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The basic financial statements of the School have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental nonprofit organizations.  The Governmental 
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental 
accounting and financial reporting principles. The more significant of the School’s accounting policies are 
described below. 
 
Basis of Presentation - The School’s basic financial statements consist of a Statement of Net Position, a 
Statement of Revenues, Expenses and Change in Net Position, and a Statement of Cash Flows. Enterprise 
fund reporting focuses on the determination of the changes Net Position, financial position and cash 
flows. 

 
The Government Accounting Standards Board identifies the presentation of all financial activity to be 
reported within one enterprise fund for year-ending reporting purposes.  Enterprise accounting is used to 
account for operations that are financed and operated in a manner similar to private business enterprise 
where the intent is that the cost (expense) of providing goods and services to the general public on a 
continuing basis be financed or recovered primarily through user charges. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Measurement Focus and Basis of Accounting - The accounting and financial reporting treatment is 
determined by measurement focus. Enterprise accounting uses a flow of economic resources 
measurement focus. Under this measurement focus, all assets, all deferred outflows of resources, all 
liabilities, and all deferred inflows of resources are included on the Statement of Net Position. The 
Statement of Revenues, Expenses and Changes in Net Position presents increases (e.g., revenues) and 
decreases (e.g., expenses) in total Net Position. 
 
Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported in 
the financial statements.  The accrual basis of accounting is used for reporting purposes.  Revenues are 
recognized when they are earned, and expenses are recognized when they are incurred.  
 
Budgetary Process - Community Schools are statutorily required to adopt a budget by ORC 3314.032(c). 
However, unlike other public schools located in the state of Ohio, community schools are not required to 
follow budgetary provisions set forth in Ohio Revised Code Chapter 5705 (with the exception section 
5705.391 – Five Year Forecasts), unless specifically provided for in the School’s sponsorship agreement. 
The contract between the School and its Sponsor does not require the School to follow the provisions of 
ORC 5705; therefore, no budgetary information is presented in the basic financial statements. 

       
Cash and Cash Equivalents - Cash received by the School is reflected as “Cash and Cash Equivalents” on 
the Statement of Net Position.  The School did not have any investments during the period ended June 
30, 2018. 
      
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from these estimates. 
 
Capital Assets and Depreciation - Capital assets are capitalized at cost. Donated Capital Assets are 
recorded at their acquisition values as of the date received. The costs of additions are capitalized and 
expenditures for repairs and maintenance are expensed when incurred.  When property is sold or retired, 
the related costs and accumulated depreciation are removed from the financial records and any gain or 
loss is included in additions to or deductions from Net Position. Capital assets had a net book value of zero 
at June 30, 2018, net of accumulated depreciation. Depreciation of capital assets is calculated utilizing the 
straight-line method over the estimated useful lives of the assets which are as follows: 

  
Asset Class     Useful Life 
Computers & Technology Assets  3 years 

 Furniture, Fixtures, & Equipment           5 years 
       Textbooks     3 years  
 

The School’s policy for asset capitalization threshold is $5,000. Assets or certain asset groups not meeting 
the capitalization threshold are not capitalized and are not included in the assets represented in the 
accompanying Statement of Net Position. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Intergovernmental Revenues - The School currently participates in the State Foundation Program. 
Revenues received from this program are recognized as operating revenues in the accounting period in 
which all eligibility requirements have been met. 

 
Grants and entitlements are recognized as non-operating revenues in the accounting period in which 
eligibility requirements have been met. 

 
Eligibility requirements include timing requirements, which specify the year when the resources are 
required to be used or the fiscal year when use is first permitted, matching requirements, in which the 
School must provide local resources to be used for a specified purpose, and expenditure requirements, in 
which the resources are provided to the School on a reimbursement basis. The School also participates in 
various federal programs passed through the Ohio Department of Education. Under the above programs 
the School recorded $2,995,574 this fiscal year from the Foundation Program and Casino Tax Revenue 
and $673,023 from Federal Grants. 

 
Compensated Absences - Vacation is taken in a manner which corresponds with the school calendar; 
therefore, the School does not accrue vacation time as a liability. 

 
Sick/personal leave benefits are earned by full-time employees at the rate of ten days per year and cannot 
be carried into the subsequent years.  No accrual for sick time is made since unused time is not paid to 
employees upon employment termination. 
 
Accrued Liabilities - Obligations incurred but unpaid at June 30 are reported as accrued liabilities in the 
accompanying financial statements.  These liabilities consisted of accounts payable, accrued expenses, 
and advances payable totaling $1,554,234 at June 30, 2018. 

 
Exchange and Non-Exchange Transactions - Revenue resulting from exchange transactions, in which each 
party gives and receives essentially equal value, is recorded on the accrual basis when the exchange takes 
place. Non-exchange transactions, in which the School receives value without directly giving equal value 
in return, include grants, entitlements and donations.  Revenue from grants, entitlements and donations 
is recognized in the fiscal year in which all eligibility requirements have been satisfied.  Eligibility 
requirements include timing requirements, which specify the year when the resources are required to be 
used or the fiscal year when use is first permitted, matching requirements, in which the School must 
provide local resources to be used for a specified purpose, and expenditures requirements, in which the 
resources are provided to the School on a reimbursement basis. 
 
Deferred Inflows and Deferred Outflows of Resources - In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of resources represent a consumption of net position that applies to a future period and will not be 
recognized as an outflow of resources (expense/expenditure) until then.  For the School, deferred 
outflows of resources are reported on the statement of net position for pension and OPEB.  The deferred 
outflows of resources related to pension and OPEB plans are explained in Notes 9 and 10.  
 

Attachment 26: Audited Financial Statements Page 5533



UNIVERSITY OF CLEVELAND PREPARATORY SCHOOL - CUYAHOGA COUNTY, OHIO  
 
NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2018  
 

19 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Deferred Inflows and Deferred Outflows of Resources (continued) In addition to liabilities, the statements 
of financial position report a separate section for deferred inflows of resources. Deferred inflows of 
resources represent an acquisition of net position that applies to a future period and will not be 
recognized until that time. For the School, deferred inflows of resources include pension and OPEB. These 
amounts are deferred and recognized as an inflow of resources in the period the amounts become 
available.  Deferred inflows of resources related to pension and OPEB plans are reported on the statement 
of net position. (See Notes 9 and 10)  

 
Net Position - Net position represents the difference between assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources. Net position is reported as restricted when there are 
limitations imposed on their use through external restriction imposed by creditors, grantors, or laws and 
regulations of other governments.  The School applies restricted resources when an expense is incurred 
for purposes for which both restricted and unrestricted net position is available. Net position invested in 
capital assets consist of capital assets, net of accumulated depreciation, reduced by the outstanding 
balances of any borrowings used for the acquisition, construction, or improvement of those assets. 
 
Operating and Non-Operating Revenues and Expenses - Operating revenues are those revenues that are 
generated directly from the primary activities of the School.  For the School, these revenues are primarily 
the State Foundation program.  Operating expenses are necessary costs incurred to provide the good or 
service that is the primary activity of the School.  All revenues and expenses not meeting this definition 
are reported as non-operating.   

 
Non-operating revenues are those revenues that are not generated directly from the primary activities of 
the School.  Various federal and state grants, interest earnings, if any, and other miscellaneous revenues 
comprise the non-operating revenues of the School.  Interest and fiscal charges on outstanding 
obligations, as well as gain or loss on capital asset disposals, if any comprise the non-operating expenses. 

 
Pensions Other Postemployment Benefits (OPEB) - For purposes of measuring the net pension/OPEB 
liability, deferred outflows of resources and deferred inflows of resources related to pensions/OPEB, and 
pension/OPEB expense, information about the fiduciary net position of the pension/OPEB plans and 
additions to/deductions from their fiduciary net positon have been determined on the same basis as they 
are reported by the pension/OPEB plan.  For this purpose, benefit payments (including refunds of 
employee contributions) are recognized when due and payable in accordance with the benefit terms.  The 
pension/OPEB plans report investments at fair value. 

 
NOTE 3 - CASH AND CASH EQUIVALENTS 

 
The following information classifies deposits by category of risk as defined in GASB Statement No.3 
“Deposits with Financial Institutions, Investments (including Repurchase Agreements) and Reverse 
Repurchase Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk 
Disclosures”. 
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NOTE 3 - CASH AND CASH EQUIVALENTS (continued) 
 
The School maintains its cash balances at one financial institution, PNC Bank, located in Ohio. The balances 
are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account. 
At June 30, 2018, the book amount of the School’s deposits was $47,895 and the bank balance was 
$61,290.  

 
The School had no deposit policy for custodial risk beyond the requirement of state statute. Ohio law 
requires that deposits either be insured or be protected by eligible securities pledged to and deposited 
either with the School or a qualified trustee by the financial institution as security for repayment or by a 
collateral pool of eligible securities deposited with a qualified trustee to secure repayment of all public 
monies deposited in the financial institution whose market value shall be at least 105% of deposits being 
secured. At June 30, 2018, none of the bank balance was exposed to custodial credit risk. 
 
NOTE 4 – ACCOUNTS RECEIVABLES 
 
The School had Accounts receivables totaling $17,835 at June 30, 2018. These receivables represented 
monies earned, but not received as of year-end.  The School also had Intergovernmental receivables of 
$27,544 at June 30, 2018. These receivables represented monies due from other government sources, but 
not received as of year-end.  All amounts are expected to be collected within one year.  
   
NOTE 5 - CAPITAL ASSETS  
 
For the period ending June 30, 2018, the School’s capital assets consisted of the following: 

 
Balance Balance

06/30/17 Additions Deletions 06/30/18

Capital Assets:

Computers & Software 387,919$      0$                0$              387,919$       

Furniture, Fixtures, and Equipment 104,827        0                  0                104,827         

Textbooks 111,186        0                  0                111,186         

Total Capital Assets 603,932        0                  0                603,932         

Less Accumulated Depreciation:

Computers & Software (387,919)       0                  0                (387,919)        

Furniture, Fixtures, and Equipment (104,827)       0                  0                (104,827)        

Textbooks (111,186)       0                  0                (111,186)        

Total Accumulated Depreciation (603,932)       0                  0                (603,932)        

Total Capital Assets, Net 0$                0$                0$              0$                 
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NOTE 6 - ADVANCES PAYABLE 
 
During the fiscal year ending 2018, the School received working capital advances from Charter School 
Capital through a receivables purchase agreement. As the School receives its monthly State funding, these 
advances are repaid, however, the School may elect to receive future advances from Charter School 
Capital by entering into additional agreements.  The total cost of funding for the year was $107,811. 
 
The total amount of advances outstanding at June 30, 2018 was $761,300.  The activity for the year is 
reflected as follows: 

NOTE 7 - LONG-TERM OBLIGATIONS 
  
The changes in the School’s long-term obligations during fiscal year 2018 were as follows: 

NOTE 8 - RISK MANAGEMENT 
 

Property & Liability - The School is exposed to various risks of loss related to torts; theft of, damage to, 
and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  During the 
fiscal year ending June 30, 2018, the School contracted with Cincinnati Insurance Company for general 
liability insurance with a $1,000,000 each occurrence/ $2,000,000 annual aggregate, as well as, an 
umbrella policy with a $10,000,000 aggregate limit.  The School also had a $1,000,000 School Leaders 
policy in place through National Union Fire Insurance.   There were no settlements in excess of insurance 
coverage over the past three years, nor has there been a significant reduction in insurance coverage from 
the prior year.  

 
Workers’ Compensation - The School pays the State Worker’s Compensation System a premium for 
employee injury coverage.  The premium is calculated by multiplying the monthly total gross payroll by a 
factor that is calculated by the State.  

Balance 

6/30/2017 Additions Reductions

Balance 

6/30/2018

Charter School Capital 970,800$        2,594,162$    (2,803,662)$     761,300$        

970,800$        2,594,162$    (2,803,662)$     761,300$        

Restated 

Balance 

6/30/2017 Additions Reductions

Balance 

6/30/2018

Due within 

One Year

Post Employment Liability:

Net Pension Liability 5,052,481$   0$                1,589,223$   3,463,258$       0$               

Net OPEB Liability 972,710        0                  310,459       662,251           0                 

Total Post Employment Liability 6,025,191     0                  1,899,682    4,125,509         0                 

Total Long-Term Obligations 6,025,191$   0$                1,899,682$   4,125,509$       0$               
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NOTE 8 - RISK MANAGEMENT (continued) 
 
Employee Medical and Dental Benefits - The School provides medical, vision, and dental insurance 
benefits through Anthem to all full-time employees. During the School year, the School paid 90% of the 
monthly premiums for all employees. 
 
NOTE 9 - DEFINED BENEFIT PENSIONS PLANS 

  
Net Pension Liability - The net pension liability reported on the Statement of Net Position represents a 
liability to employees for pensions. Pensions are a component of exchange transactions-–between an 
employer and its employees—of salaries and benefits for employee services.  Pensions are provided to an 
employee—on a deferred-payment basis—as part of the total compensation package offered by an 
employer for employee services each financial period.  The obligation to sacrifice resources for pensions 
is a present obligation because it was created as a result of employment exchanges that already have 
occurred. 
 
The net pension liability represents the School’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   
 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which pensions are financed; however, the School 
does receive the benefit of employees’ services in exchange for compensation including pension.  
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State legislature.  Any resulting legislative change to benefits or funding could 
significantly affect the net pension liability.   Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability 
on the accrual basis of accounting.  Any liability for the contractually-required pension contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS – (continued) 
 
Plan Description - School Employees Retirement System (SERS) 
 
Plan Description –School non-teaching employees participate in SERS, a cost-sharing, multiple-employer 
defined benefit pension plan administered by SERS.  SERS provides retirement, disability, and survivor 
benefits, annual cost-of-living adjustments, and death benefits to plan members and beneficiaries.   
 
Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  SERS issues a 
publicly available, stand-alone financial report that includes financial statements, required supplementary 
information, and detailed information about SERS’ fiduciary net position.  That report can be obtained by 
visiting the SERS website at www.ohsers.org under Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 
 

Eligible to Eligible to
Retire on or before Retire on or after
August 1, 2017 * August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 65 with 5 years of service credit Age 57 with 30 years of service credit

Actuarially Reduced Benefits Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Age 55 with 25 years of service credit Age 60 with 25 years of service credit

* Members with 25 years of service credit as of August 1, 2017, will be included in this plan.  
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on years of service; 2.2 percent for the first thirty years of service and 2.5 percent for years 
of service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
When a benefit recipient has received benefits for 12 months, an annual COLA is provided. This COLA is 
calculated on the base retirement benefit at the date of retirement and is not compounded. For those 
retiring prior to January 7, 2013, the COLA will continue to be a three percent simple annual COLA. For 
those retiring after January 7, 2013, beginning in calendar year 2019, the COLA will be based on the 
average percentage increase in the Consumer Price Index, capped at three percent. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the School is required to contribute 14 percent of annual covered payroll. The contribution requirements 
of plan members and employers are established and may be amended by the SERS’ Retirement Board up 
to statutory maximum amounts of 10 percent for plan members and 14 percent for employers.  The 
Retirement Board, acting with the advice of the actuary, allocates the employer contribution rate among 
four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care 
Fund).  For the fiscal year ended June 30, 2018, the allocation to pension, death benefits, and Medicare B 
was 14.00 percent.  SERS allocated 0.5 percent of employer contributions to the Health Care Fund for 
fiscal year 2018. 
 
The School’s contractually required contribution to SERS was $24,598 for fiscal year 2018.    
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS – (continued) 
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description –School licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing, multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information, and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan, and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 
3307.  The DB plan offers an annual retirement allowance based on final average salary multiplied by a 
percentage that varies based on years of service.  Effective August 1, 2015, the calculation will be 2.2 
percent of final average salary for the five highest years of earnings multiplied by all years of service. 
Members are eligible to retire at age 60 with five years of qualifying service credit, or age 55 with 26 years 
of service, or 31 years of service regardless of age.  Age and service requirements for retirement will 
increase effective August 1, 2015, and will continue to increase periodically until they reach age 60 with 
35 years of service or age 65 with five years of service on August 1, 2026. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination 
of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan.  In the Combined Plan, 12.0 of 
the 14.0 percent member rates goes to the DC Plan and the remaining 2.0 percent goes to the DB plan. 
Member contributions to the DC plan are allocated among investment choices by the member, and 
contributions to the DB plan from the employer and the member are used to fund the defined benefit 
payment at a reduced level from the regular DB Plan.  The defined benefit portion of the Combined Plan 
payment is payable to a member on or after age 60 with five years of services.  The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity 
after termination of employment at age 50 or later.  
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another STRS plan.  The optional annuitization of a member’s defined contribution account or the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of investment gain or loss on the account.  STRS has therefore included all three plan 
options in the GASB 68 schedules of employer allocation and pension amounts by employer. 
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS – (continued) 
 
Plan Description - State Teachers Retirement System (STRS) 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit that apply for disability benefits.  Members in the DC Plan who 
become disabled are entitled only to their account balance.  If a member of the DC Plan dies before 
retirement benefits begin, the member’s designated beneficiary is entitled to receive the member’s 
account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2018, plan members were required to contribute 14 percent of their annual covered salary. The School 
was required to contribute 14 percent; the entire 14 percent was the portion used to fund pension 
obligations. The fiscal year 2018 contribution rates were equal to the statutory maximum rates.  
 
The School’s contractually required contributions to STRS was $156,325 for fiscal year 2018.  
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions  

The net pension liability was measured as of June 30, 2017, and the total pension liability used to calculate 
the net pension liability was determined by an actuarial valuation as of that date. The School's proportion 
of the net pension liability was based on the School's share of contributions to the pension plan relative 
to the contributions of all participating entities.   
 
Following is information related to the proportionate share and pension expense: 
 

 
 

SERS STRS Total
Proportion of the Net Pension Liability
  Prior Measurement Date 0.00602755% 0.01381457%
Proportion of the Net Pension Liability
  Current Measurement Date 0.00549867% 0.01319594%

Change in Proportionate Share -0.00052888% -0.00061863%

Proportionate Share of the Net Pension
  Liability 328,533$            3,134,725$          3,463,258$       
Pension Expense (23,094)               (1,101,669)          (1,124,763)        
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS – (continued) 
 
Plan Description - State Teachers Retirement System (STRS) – (continued) 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions (continued) 

Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, changes in assumptions and changes in the School’s proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods.  
 
The difference between projected and actual investment earnings is recognized in pension expense using 
a straight line method over a five year period beginning in the current year.  Deferred outflows and 
deferred inflows resulting from changes in sources other than differences between projected and actual 
investment earnings are amortized over the average expected remaining service lives of all members 
(both active and inactive) using the straight line method. Employer contributions to the pension plan 
subsequent to the measurement date are also required to be reported as a deferred outflow of resources.  
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS – (continued) 
 
Plan Description - State Teachers Retirement System (STRS) – (continued) 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions (continued) 

At June 30, 2018, the School reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  

 
$180,923 reported as deferred outflows of resources related to pension resulting from School 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the year ending June 30, 2019.  Other amounts reported as deferred outflows of resources and 
deferred inflows of resources related to pension will be recognized in pension expense as follows:  

SERS STRS Total

Deferred Outflows of Resources
Differences between expected and

  actual experience 14,140$              121,049$             135,189$          
Changes of assumptions 16,989                   685,598                  702,587               

Net difference between projected and

  actual earnings on pension plan investments 0                            0                             0                          

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 30,084                   416,629                  446,713               

School contributions subsequent to the 

  measurement date 24,598                   156,325                  180,923               

Total Deferred Outflows of Resources 85,811$              1,379,601$          1,465,412$       

Deferred Inflows of Resources
Differences between expected and

  actual experience 0$                         25,265$               25,265$             
Changes of assumptions 0                            0                             0                          

Net difference between projected and

  actual earnings on pension plan investments 1,559                     103,450                  105,009               

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 78,642                   639,907                  718,549               

Total Deferred Inflows of Resources 80,201$              768,622$             848,823$          
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS – (continued) 
 
Plan Description - State Teachers Retirement System (STRS) – (continued) 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions (continued) 

 
Actuarial Assumptions – SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment termination).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point.  The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant.  In many cases actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 

SERS STRS Total

Fiscal Year Ending June 30:

2019 1,186$               251,367$           252,553$          

2020 (10,467)                185,759                175,292               

2021 (2,049)                  (928)                      (2,977)                  

2022 (7,658)                  18,456                  10,798                 

Total (18,988)$           454,654$           435,666$          
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS – (continued) 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2017, are presented below: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
COLA  or Ad Hoc COLA 2.5 percent
Investment Rate of Return 7.50 percent net of investments expense, including inflation
Actuarial Cost Method Entry Age Normal

 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection and a five year age set-back for both males and females.  Mortality among 
service retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection with Scale BB, 120 percent of male rates and 110 percent of female rates.  
Mortality among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 percent 
for male rates and 100 percent for female rates, set back five years is used for the period after disability 
retirement.  
 
The actuarial assumptions used in the June 30, 2017 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, payroll 
growth assumption and assumed real wage growth were reduced in the most recent actuarial valuation.  
The rates of withdrawal, retirement and disability updated to reflect recent experience and mortality rates 
were also updated. 
 
The long-term return expectation for the Pension Plan Investments has been determined using a building-
block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  A 
forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating a weighted averaged of the expected 
real return premiums for each asset class, adding the projected inflation rate, and adding the expected 
return from rebalancing uncorrelated asset classes. The target allocation and best estimates of arithmetic 
real rates of return for each major assets class are summarized in the following table: 
 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
International Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Stratagies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return 
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS – (continued) 
 
Actuarial Assumptions – SERS – (continued) 
 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute.  Projected inflows from investment earning were calculated using the long-term assumed 
investment rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of projected 
benefits to determine the total pension liability.   
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the net pension liability calculated using the discount rate of 7.50 percent, as 
well as what each plan’s net pension liability would be if it were calculated using a discount rate that is 
one percentage point lower (6.50 percent), or one percentage point higher (8.50 percent) than the current 
rate.  

 
 
Actuarial Assumptions – STRS  

The total pension liability in the June 30, 2017, actuarial valuation was determined using the following 
actuarial assumptions, applied to all periods included in the measurement:  
 

 
 
Post-retirement mortality rates for healthy retirees are based on the RP-2014 Annuitant Mortality Table 
with 50% of rates through age 69, 70% of rates between ages 70 and 79, 90% of rates between ages 80 
and 84, and 100% of rates thereafter, projected forward generationally using mortality improvement scale 
MP-2016.  Post-retirement disabled mortality rates are based on the RP-2014 Disabled Mortality Table 
with 90% of rates for males and 100% of rates for females, projected forward generationally using 
mortality improvement scale MP-2016.  Pre-retirement mortality rates are based on RP-2014 Employee 
Mortality Table, projected forward generationally using mortality improvement scale MP-2016.  Actuarial 
assumptions used in the July 1, 2017, valuation are based on the results of an actuarial experience study, 
for the period July 1, 2011 through June 30, 2016.

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

School's proportionate share

  of the net pension liability $455,919 $328,533 $221,822
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS – (continued) 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
 
The target allocation and best estimates of geometric real rates of return for each major asset class are 
summarized as follows:  
 

Target
Asset Class Allocation *

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Long-Term Expected
Real Rate of Return **

 
 

*The target allocation percentage is effective as of July 1, 2017. Target weights will be phased in over a 24-month 
period concluding on July 1, 2019. 
 
** 10-Year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25% and 
does not include investment expenses. Over a 30-year period, STRS Ohio’s investment consultant indicates that the 
above target allocations should generate a return above the actuarial rate of return, without net value added by 
management.  
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2017. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate increases 
described above. For this purpose, only employer contributions that are intended to fund benefits of 
current plan members and their beneficiaries are included. 
 
Based on those assumptions, STRS’ fiduciary net position was projected to be available to make all 
projected future benefit payments to current plan members as of June 30, 2017.  Therefore, the long-
term expected rate of return on pension plan investments of 7.45 percent was applied to all periods of 
projected benefit payment to determine the total pension liability as of June 30, 2017. 
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS – (continued) 
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the School's proportionate share of the net pension liability calculated 
using the current period discount rate assumption of 7.45 percent, as well as what the School's 
proportionate share of the net pension liability would be if it were calculated using a discount rate that is 
one-percentage-point lower (6.45 percent) or one-percentage-point higher (8.45 percent) than the 
current rate:  

 
 
Benefit Term Changes Since the Prior Measurement Date 
Effective July 1, 2017, the COLA was reduced to zero.  
 
NOTE 10 - POSTEMPLOYMENT BENEFITS 
 
Net OPEB Liability 

 
The net OPEB liability reported on the statement of net position represents a liability to employees for 
OPEB. OPEB is a component of exchange transactions-–between an employer and its employees—of 
salaries and benefits for employee services.  OPEB are provided to an employee—on a deferred-payment 
basis—as part of the total compensation package offered by an employer for employee services each 
financial period.  The obligation to sacrifice resources for OPEB is a present obligation because it was 
created as a result of employment exchanges that already have occurred. 

 
The net OPEB liability represents the School’s proportionate share of each OPEB plan’s collective actuarial 
present value of projected benefit payments attributable to past periods of service, net of each OPEB 
plan’s fiduciary net position.  The net OPEB liability calculation is dependent on critical long-term variables, 
including estimated average life expectancies, earnings on investments, cost of living adjustments and 
others.  While these estimates use the best information available, unknowable future events require 
adjusting these estimates annually.   

 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which OPEB are financed; however, the School does 
receive the benefit of employees’ services in exchange for compensation including OPEB.  

 

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

School's proportionate share

  of the net pension liability $4,493,519 $3,134,725 $1,990,141
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NOTE 10 - POSTEMPLOYMENT BENEFITS (continued) 
 
Net OPEB Liability (continued) 
 
GASB 75 assumes the liability is solely the obligation of the employer, because they benefit from employee 
services.  OPEB contributions come from these employers and health care plan enrollees which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
to benefits or funding could significantly affect the net OPEB liability. Resulting adjustments to the net 
OPEB liability would be effective when the changes are legally enforceable. The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB liability 
on the accrual basis of accounting.  Any liability for the contractually-required OPEB contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting. 
 
Plan Description - School Employees Retirement System (SERS) 
 
Health Care Plan Description - The School contributes to the SERS Health Care Fund, administered by SERS 
for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a cost-
sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare benefits 
to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the death of a member or retiree, are eligible for SERS’ health care coverage. Most retirees and 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self-insured preferred provider 
organization for its non-Medicare retiree population. For both groups, SERS offers a self-insured 
prescription drug program. Health care is a benefit that is permitted, not mandated, by statute.  The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the 
plan selected, qualified years of service, Medicare eligibility, and retirement status.   
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NOTE 10 - POSTEMPLOYMENT BENEFITS (continued) 
 
Net OPEB Liability (continued) 
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required pensions and benefits, the 
Retirement Board may allocate the remainder of the employer contribution of 14 percent of covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2018, .5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro-rated if 
less than a full year of service credit was earned. For fiscal year 2018, this amount was $23,700. Statutes 
provide that no employer shall pay a health care surcharge greater than 2 percent of that employer’s 
SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the total statewide 
SERS-covered payroll for the health care surcharge.  For fiscal year 2018, the School’s surcharge obligation 
was $2,461.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The School’s contractually required contribution to SERS was 
$3,372 for fiscal year 2018 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part 
B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the 
report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed 
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees, for the most recent year, pay a portion of the health care costs in the form of a monthly 
premium.  Under Ohio law, funding for post-employment health care may be deducted from employer 
contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2018, STRS did 
not allocate any employer contributions to post-employment health care.   
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NOTE 10 - POSTEMPLOYMENT BENEFITS (continued) 
 
Net OPEB Liability (continued) 
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB  
 
The net OPEB liability was measured as of June 30, 2017, and the total OPEB liability used to calculate the 
net OPEB liability was determined by an actuarial valuation as of that date. The School's proportion of the 
net OPEB liability was based on the School's share of contributions to the respective retirement systems 
relative to the contributions of all participating entities.  Following is information related to the 
proportionate share and OPEB expense: 
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SERS STRS Total

Proportion of the Net OPEB Liability

  Prior Measurement Date 0.00820606% 0.01381457%

Proportion of the Net OPEB Liability

  Current Measurement Date 0.00549219% 0.01319594%

Change in Proportionate Share -0.00271387% -0.00061863%

Proportionate Share of the Net OPEB

  Liability 147,395$             514,856$             662,251$             

OPEB Expense (11,778)                (161,833)              (173,611)              
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NOTE 10 - POSTEMPLOYMENT BENEFITS – (continued) 
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB – (continued)  
 
At June 30, 2018, the School reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  
 

 
 

$3,372 reported as deferred outflows of resources related to OPEB resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending June 30, 2019.  Other amounts reported as deferred outflows of resources and deferred 
inflows of resources related to OPEB will be recognized in OPEB expense as follows:  
 

SERS STRS Total

Deferred Outflows of Resources
Differences between expected and

  actual experience 0$                        29,721$               29,721$               

School contributions subsequent to the 

  measurement date 3,372                   0                          3,372                   

Total Deferred Outflows of Resources 3,372$                 29,721$               33,093$               

Deferred Inflows of Resources
Changes of assumptions 13,987                 41,474                 55,461                 

Net difference between projected and

  actual earnings on OPEB plan investments 390                      22,006                 22,396                 

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 56,782                 28,359                 85,141                 

Total Deferred Inflows of Resources 71,159$               91,839$               162,998$             
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NOTE 10 - POSTEMPLOYMENT BENEFITS – (continued) 
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB – (continued)  

 

 
Actuarial Assumptions - SERS 
 
The total OPEB liability is determined by SERS’ actuaries in accordance with GASB Statement No. 74, as 
part of their annual actuarial valuation for each retirement plan. Actuarial valuations of an ongoing plan 
involve estimates of the value of reported amounts (e.g., salaries, credited service) and assumptions about 
the probability of occurrence of events far into the future (e.g., mortality, disabilities, retirements, 
employment terminations). Actuarially determined amounts are subject to continual review and potential 
modifications, as actual results are compared with past expectations and new estimates are made about 
the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point. The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 

SERS STRS Total

Fiscal Year Ending June 30:

2019 (25,738)$              (12,187)$               (37,925)$              

2020 (25,738)                (12,187)                 (37,925)                

2021 (19,584)                (12,187)                 (31,771)                

2022 (99)                       (12,185)                 (12,284)                

2023 0                          (6,685)                   (6,685)                  

Thereafter 0                          (6,687)                   (6,687)                  

Total (71,159)$              (62,118)$               (133,277)$            
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NOTE 10 - POSTEMPLOYMENT BENEFITS – (continued) 
 
Actuarial Assumptions – SERS – (continued) 
 
Key methods and assumptions used in calculating the total OPEB liability in the latest actuarial valuation 
date of June 30, 2017, are presented below: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investments

expense, including inflation
Municipal Bond Index Rate:
    Measurement Date 3.56 percent
    Prior Measurement Date 2.92 percent
Single Equivalent Interest Rate, net of plan investment expense,
 including price inflation
    Measurement Date 3.63 percent
    Prior Measurement Date 2.98 percent
Medical Trend Assumption
    Medicare 5.50 to 5.00 percent
    Pre-Medicare 7.50 to 5.00 percent  

 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The most recent experience study was completed for the five-year period ended June 30, 2015.   
 
The long-term expected rate of return on plan assets is reviewed as part of the actuarial five-year 
experience study. The most recent study covers fiscal years 2010 through 2015, and was adopted by the 
Board on April 21, 2016. Several factors are considered in evaluating the long-term rate of return 
assumption including long-term historical data, estimates inherent in current market data, and a log-
normal distribution analysis in which best-estimate ranges of expected future real rates of return were 
developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long-term expected rate of return, 7.50 percent, by weighting the expected future real rates 
of return by the target asset allocation percentage and then adding expected inflation. The capital market 
assumptions developed by the investment consultant are intended for use over a 10-year horizon and 
may not be useful in setting the long-term rate of return for funding pension plans which covers a longer 
timeframe. The assumption is intended to be a long-term assumption and is not expected to change 
absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental 
change in the market that alters expected returns in future years. 
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NOTE 10 - POSTEMPLOYMENT BENEFITS – (continued) 
 
Actuarial Assumptions – SERS – (continued) 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 
as used in the June 30, 2015 five-year experience study, are summarized as follows: 
 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return

 
 

Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2017 was 3.63 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2017 was 2.98 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be made 
from members and the System at the state statute contribution rate of 2.00 percent of projected covered 
employee payroll each year, which includes a 1.50 percent payroll surcharge and 0.50 percent of 
contributions from the basic benefits plan. Based on these assumptions, the OPEB plan’s fiduciary net 
position was projected to become insufficient to make future benefit payments during the fiscal year 
ending June 30, 2025. Therefore, the long-term expected rate of return on OPEB plan assets was used to 
present value the projected benefit payments through the fiscal year ending June 30, 2024 and the Fidelity 
General Obligation 20-year Municipal Bond Index rate of 3.56 percent, as of June 30, 2017 (i.e. municipal 
bond rate), was used to present value the projected benefit payments for the remaining years in the 
projection. The total present value of projected benefit payments from all years was then used to 
determine the single rate of return that was used as the discount rate. The projection of future benefit 
payments for all current plan members was until the benefit payments ran out. 
 
Sensitivity of the School's Proportionate Share of the Net OPEB Liability to Changes in the Discount Rate 
and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in the 
discount rate and the health care cost trend rate. The following table presents the net OPEB liability of 
SERS, what SERS' net OPEB liability would be if it were calculated using a discount rate that is 1 percentage 
point lower (2.63%) and higher (4.63%) than the current discount rate (3.63%). Also shown is what SERS' 
net OPEB liability would be based on health care cost trend rates that are 1 percentage point lower (6.5% 
decreasing to 4.0%) and higher (8.5% decreasing to 6.0%) than the current rate. 
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NOTE 10 - POSTEMPLOYMENT BENEFITS – (continued) 
 
Actuarial Assumptions – SERS – (continued) 

 

 
 

 
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2017, actuarial valuation are presented below:   

 
Inflation 2.50 percent
Projected salary increases 12.50 percent at age 20 to 

 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment

 expenses, including inflation
Payroll Increases 3 percent
Cost-of-Living Adjustments 0.0 percent, effective July 1, 2017
  (COLA)
Blended Discount Rate of Return 4.13 percent
Health Care Cost Trends 6 to 11 percent initial, 4.5 percent ultimate  

 
Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between 
ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality 
improvement scale MP-2016. For disabled retirees, mortality rates are based on the RP-2014 Disabled 
Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected forward 
generationally using mortality improvement scale MP-2016. 
 

Current

1% Decrease Discount Rate 1% Increase

(2.63%) (3.63%) (4.63%)

School's proportionate share

  of the net OPEB liability $178,000 $147,395 $123,150

Current

1% Decrease Trend Rate 1% Increase

(2.63%) (3.63%) (4.63%)

School's proportionate share

  of the net OPEB liability $119,601 $147,395 $184,183
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NOTE 10 - POSTEMPLOYMENT BENEFITS – (continued) 
 
Actuarial Assumptions – STRS – (continued) 
 
Actuarial assumptions used in the June 30, 2017, valuation are based on the results of an actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 
Since the prior measurement date, the discount rate was increased from 3.26 percent to 4.13 percent 
based on the methodology defined under GASB Statement No. 74, Financial Reporting for 
Postemployment Benefit Plans Other Than Pension Plans (OPEB) and the long term expected rate of return 
was reduced from 7.75 percent to 7.45 percent. Valuation year per capita health care costs were updated, 
and the salary scale was modified. The percentage of future retirees electing each option was updated 
based on current data and the percentage of future disabled retirees and terminated vested participants 
electing health coverage were decreased. The assumed mortality, disability, retirement, withdrawal and 
future health care cost trend rates were modified along with the portion of rebated prescription drug 
costs. 
 
Also, since the prior measurement date, the subsidy multiplier for non-Medicare benefit recipients was 
reduced from 2.1 percent to 1.9 percent per year of service. Medicare Part B premium reimbursements 
were discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 2019.  Subsequent to the current measurement 
date, the date for discontinuing remaining Medicare Part B premium reimbursements was extended to 
January 2020. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
 

Target
Asset Class Allocation

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

* 10 year annualized geometric nominal returns, which  include the 
real rate of return and inflation of 2.25 percent and does not include 
investment expenses.  Over a 30-year period, STRS' investment
consultant indicates that the above target allocations should
generate a return above the actual rate of return, without net
value added by management.

Long-Term Expected
Rate of Return *

 
 

Attachment 26: Audited Financial Statements Page 5556



UNIVERSITY OF CLEVELAND PREPARATORY SCHOOL - CUYAHOGA COUNTY, OHIO  
 
NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2018  
 

 42 

NOTE 10 - POSTEMPLOYMENT BENEFITS – (continued) 
 
Actuarial Assumptions – STRS – (continued) 
 
Discount Rate The discount rate used to measure the total OPEB liability was 4.13 percent as of June 30, 
2017. The projection of cash flows used to determine the discount rate assumes STRS Ohio continues to 
allocate no employer contributions to the health care fund. Based on these assumptions, the OPEB plan’s 
fiduciary net position was not projected to be sufficient to make all projected future benefit payments of 
current plan members. The OPEB plan’s fiduciary net position was projected to become insufficient to 
make future benefit payments during the fiscal year ending June 30, 2037.  Therefore, the long-term 
expected rate of return on OPEB plan assets was used to determine the present value of the projected 
benefit payments through the fiscal year ending June 30, 2036 and the Bond Buyer 20-year municipal 
bond rate of 3.58 percent as of June 30, 2017 (i.e. municipal bond rate), was used to determine the present 
value of the projected benefit payments for the remaining years in the projection.  The total present value 
of projected benefit payments from all years was then used to determine the single rate of return that 
was used as the discount rate. The blended discount rate of 4.13 percent, which represents the long-term 
expected rate of return of 7.45 percent for the funded benefit payments and the Bond Buyer 20-year 
municipal bond rate of 3.58 percent for the unfunded benefit payments, was used to measure the total 
OPEB liability as of June 30, 2017.  A blended discount rate of 3.26 percent which represents the long term 
expected rate of return of 7.75 percent for the funded benefit payments and the Bond Buyer 20-year 
municipal bond rate of 2.85 percent for the unfunded benefit payments was used to measure the total 
OPEB liability at June 30, 2016. 
 
Sensitivity of the School’s Proportionate Share of the Net OPEB Liability to Changes in the Discount and 
Health Care Cost Trend Rate The following table represents the net OPEB liability as of June 30, 2017, 
calculated using the current period discount rate assumption of 4.13 percent, as well as what the net 
OPEB liability would be if it were calculated using a discount rate that is one percentage point lower (3.13 
percent) or one percentage point higher (5.13 percent) than the current assumption. Also shown is the 
net OPEB liability as if it were calculated using health care cost trend rates that are one percentage point 
lower or one percentage point higher than the current health care cost trend rates. 
 

 
 

 

Current

1% Decrease Discount Rate 1% Increase

(3.13%) (4.13%) (5.13%)

School's proportionate share

  of the net OPEB liability $691,187 $514,856 $375,498

Current

1% Decrease Trend Rate 1% Increase

(3.13%) (4.13%) (5.13%)

School's proportionate share

  of the net OPEB liability $357,700 $514,856 $721,693
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NOTE 11 - CONTINGENCIES  
 

Grants - The School received financial assistance from federal and state agencies in the form of grants.  
Amounts received from grantor agencies are subject to audit and adjustment by the grantor.  Any 
disallowed costs may require refunding to the grantor.  Amounts which may be disallowed, if any, are not 
presently determinable.  However, in the opinion of the School, any such adjustments will not have a 
material adverse effect on the financial position of the School.  
 
Litigation - There are currently no matters in litigation with the School as defendant. 
 
Full-time Equivalency - School foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  

 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE did not perform a review on the School for fiscal year 2018.  
 
As of the date of this report, additional ODE adjustments for fiscal year 2018 are not finalized.  As a result, 
the impact of future FTE adjustments on the fiscal year 2018 financial statements is not determinable, at 
this time. Management believes this may result in either an additional receivable to, or a liability of, the 
School. 
 
In addition, the School’s contract with their Sponsor and Management Company require payment based 
on revenues received from the State.  As discussed above, additional FTE adjustments for fiscal year 2018 
are not finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 2018 financial 
statements, related to additional reconciliation necessary with these contracts, is not fully determinable.  
Management believes this may result in either an additional receivable to, or liability of, the School.  
 
NOTE 12 - SPONSOR CONTRACT 

 
The School contracted with as its sponsor and oversight services as required by law.  Sponsorship fees are 
calculated as a 2.25 percent of state funds received by the School from the State of Ohio. For the fiscal 
year ended June 30, 2018, the total sponsorship fees paid totaled $74,838.  
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NOTE 13 - PURCHASED SERVICES 
 

For the period of July 1, 2017 through June 30, 2018, the School made the following purchased services 
commitments. 
 

Purchased Services Amount

Professional Services 870,063$         

Property Services 356,584

    Utilities 135,487

Travel & Meetings 915

Communications 40,970

Contractual Trade 266,625

Pupil Transportation 296,928

Total $1,967,572

 
 
NOTE 14 - LEASE OBLIGATIONS 
  

On April 2, 2014, the School entered into a new lease with the Cleveland 40th Street, LLC who acquired 
the property from the Cleveland Cuyahoga County Port Authority who was the previous landlord.  The 
41,230 square feet of space located at 1906 East 40th Street in Cleveland, Ohio is used exclusively for 
educational purposes. The term of the lease is for a period of twelve years and is set to expire on August 
1, 2026.  Base rent expense for the fiscal year ended 2018 was $240,000. Future lease obligations are as 
follows: 

 
 
 
 
 
 
 
 
 

FY2019  $      240,000  
FY2020  244,800  
FY2021 
FY2022  

 249,696 
249,696 

 

FY2023  249,696  
FY2024 - 2027  826,025  

         $2,059,913  
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NOTE 15 - MANAGEMENT COMPANY and MANAGEMENT COMPANY EXPENSES 
 

For fiscal year 2018 the School entered into an agreement with Accel Schools Ohio, LLC to provide 
management support services. The agreement is for a period beginning May 1, 2017 and ending on June 
30, 2027. Management fees are calculated as 18% of the total revenues received from the State of Ohio. 
The total amount due from the School for the fiscal year ending June 30, 2018, was $671,420 and is 
included under “Purchased Services” on the Statements of Revenues, Expenses, and Changes in Net 
Position.   
 
Also, per the management agreement there are expenses that will be billed to the School based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of employees working in at 
the School and other costs related to providing education and administrative services. The total amount 
billed during fiscal year 2018 was $1,245,806. 
 
For the periods ended June 30, 2018, Accel Schools Ohio, LLC, incurred the following expenses on behalf 
of the School: 
 

 
 

Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro-rated based on 
full time equivalent (FTE) head count as of June 30, 2018 by each school it manages.  
 
NOTE 16- IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES  
 
For the fiscal year ended June 30, 2018, the School has implemented Governmental Accounting Standards 
Board (GASB) Statement No. 75, Accounting and Financial reporting for Postemployment Benefits other 
than Pensions, GASB Statement No. 81, Irrevocable Split-Interest Agreements, GASB Statement No. 85, 
Omnibus 2017 and GASB Statement No. 86, Certain Debt Extinguishments. 
 
GASB Statement No. 75 requires recognition of the entire net postemployment benefits other than 
pensions (other postemployment benefits or OPEB) liability and a more comprehensive measure of 
postemployment benefits expense for OPEB provided to the employees of state and local governmental 
employers through OPEB plans that are administered through trusts or equivalent arrangements. The 
implementation of GASB Statement No. 75 resulted in the inclusion of net OPEB liability and OPEB expense 
components on the accrual financial statements.  See Note 17 for the effect on net position as previously 
reported.  

University Of Cleveland Preparatory

Regular 
Instruction

(1100 Function 
Codes)

Special 
Instruction

(1200 Function 
Codes)

Support 
Services

(2000 Function 
Codes)

Non-Instructional 
(3000 through 
7000 Function 

Codes)

Total

Professional & Technical Services (410 Object Codes) -$                -$                690,866$        -$                     690,866$    
Communications (440 Object Codes) -                  -                  24,186            -                       24,186        
Other Supplies (510 Object Codes) 3,772              -                  27,054            -                       30,826        
Other Direct Expense (800 Object Codes) -                  -                  11,215            -                       11,215        

Overhead -                  -                  328,601          -                       328,601      

Total Expenses 3,772$            -$                1,081,922$     -$                     1,085,694$ 

Direct Expenses: 

Indirect Expenses: 
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NOTE 16- IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES (continued) 
 
GASB Statement No. 81 requires that a government that receives resources pursuant to an irrevocable 
split-interest agreement recognize assets, liabilities, and deferred inflows of resources at the inception of 
the agreement. Furthermore, it requires that a government recognize assets representing its beneficial 
interests in irrevocable split-interest agreements that are administered by a third party, if the government 
controls the present service capacity of the beneficial interests. This Statement also requires that a 
government recognize revenue when the resources become applicable to the reporting period.  The 
implementation of GASB Statement No. 81 did not have an effect on the financial statements of the 
School. 
 
GASB Statement No. 85 addresses a variety of topics including issues related to blending component units, 
goodwill, fair value measurement and application, and postemployment benefits. These changes were 
incorporated in the School’s fiscal year 2018 financial statements; however, there was no effect on 
beginning net position.  
 
GASB Statement No. 86 addresses the reporting and disclosure requirements of certain debt 
extinguishments including in-substance defeasance transactions and prepaid insurance associated with 
debt that is extinguished. The implementation of GASB Statement No. 86 did not have an effect on the 
financial statements of the School. 
 
NOTE 17 – RESTATEMENT OF NET POSITION 
 
GASB 75 established standards for measuring and recognizing Post-Employment Benefit Liabilities (OPEB), 
deferred outflows of resources, deferred inflows of resources and expense/expenditure.  In addition 
during the current year there was an error discovered in the calculation to allocate the management 
companies’ share of the Net Pension Liability to member schools.  The implementation of this 
pronouncement and the correction of the error had the following effect on net position as reported June 
30, 2017. 
  

Net Position June 30, 2017 (5,312,764)$   

Adjustments:
Net OPEB Liability (972,710)         
Deferred Outflow - Payments Subsequent to Measurement Date 3,571               

Net Pension Liability (91,114)           

Restated Net Position June 30, 2017 (6,373,017)$   

 
Other than employer contributions subsequent to the measurement date, the School made no 
restatement for deferred inflows/outflows of resources as the information needed to generate these 
restatements was not available. 
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NOTE 18 - MANAGEMENT PLAN 
 
For fiscal year 2018, the School had a net position deficit of $(5,036,661) including the impact of net 
pension/OPEB liabilities and related accruals. The School’s net deficit in fiscal year 2018 improved from 
the $(6,373,017) restated net deficit in fiscal 2017. Enrollment decreased in fiscal year 2018 to 342, down 
from 383 in fiscal year 2017.  The School’s ability to maintain a stable administrative and instructional 
team along with active advertising via print, radio, mailings and through referrals of current parents is 
anticipated to help produce the likelihood of future enrollment growth leading to surpluses and provide 
an opportunity for the school to recover from its prior deficits. 
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See accompanying notes to the required supplementary information. 
 

 

2018 2017 2016 2015 2014
School's Proportion of the Net Pension

Liability 0.00549867% 0.00602755% 0.0078774% 0.007080% 0.007080%

School's Proportionate Share of the Net
Pension Liability 328,533$        441,158$        449,492$        358,290$        420,996$        

School's Covered Payroll 168,329$        131,071$        87,276$          74,228$          30,448$          

School's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 195.17% 336.58% 515.02% 482.69% 1382.67%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 69.50% 62.98% 69.16% 71.70% 65.52%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date
     which is the prior fiscal period end. 

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net Pension Liability

School Employees Retirement System of Ohio
Last Five Fiscal Years (1)
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See accompanying notes to the required supplementary information. 
 
 
 

Restated
2018 2017 2016 2015 2014

School's Proportion of the Net Pension
Liability 0.01319594% 0.01381457% 0.01657565% 0.01473670% 0.01473670%

School's Proportionate Share of the Net
Pension Liability 3,134,725$        4,611,323$        4,581,024$        3,584,475$        4,269,804$        

School's Covered Payroll 1,450,921$        1,754,914$        1,634,921$        1,459,623$        1,095,823$        

School's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 216.05% 262.77% 280.20% 245.58% 389.64%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 75.30% 66.80% 72.10% 74.70% 69.30%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date
     which is the prior fiscal period end. 

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net Pension Liability

State Teachers Retirement System of Ohio
Last Five Fiscal Years (1)
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See accompanying notes to the required supplementary information. 
 

 

2018 2017 2016 2015 2014 2013 2012

Contractually Required Contribution 24,598$          23,566$          18,350$          11,503$          10,288$          4,214$            4,019$            

Contributions in Relation to the 
Contractually Required Contribution (24,598)           (23,566)           (18,350)           (11,503)           (10,288)           (4,214)            (4,019)            

Contribution Deficiency (Excess) 0                    0                    0                    0                    0                    0                    0                    

School Covered Payroll 182,207$        168,329$        131,071$        87,276$          74,228$          30,448$          29,881$          

Contributions as a Percentage of
Covered Payroll 13.50% 14.00% 14.00% 13.18% 13.86% 13.84% 13.45%

(1) Information prior to 2012 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

Required Supplementary Information
Schedule of School Contributions - Pension

School Employees Retirement System of Ohio
Last Seven Fiscal Years (1)
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See accompanying notes to the required supplementary information. 

2018 2017 2016 2015 2014 2013 2012

Contractually Required Contribution 156,325$          203,129$          245,688$          228,889$          189,751$          142,457$          107,437$          

Contributions in Relation to the 
Contractually Required Contribution (156,325)           (203,129)           (245,688)           (228,889)           (189,751)           (142,457)           (107,437)           

Contribution Deficiency (Excess) 0$                    0$                    0$                    0$                    0$                    0$                    0$                    

School Covered Payroll 1,116,607$        1,450,921$        1,754,914$        1,634,921$        1,459,623$        1,095,823$        826,438$          

Contributions as a Percentage of
Covered Payroll 14.00% 14.00% 14.00% 14.00% 13.00% 13.00% 13.00%

(1) Information prior to 2012 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

Required Supplementary Information
Schedule of School Contributions - Pension
State Teachers Retirement System of Ohio

Last Seven Fiscal Years (1)
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2018 2017
School's Proportion of the Net OPEB

Liability 0.00549219% 0.00820606%

School's Proportionate Share of the Net
OPEB Liability 147,395$        233,903$        

School's Covered Payroll 168,329$        131,071$        

School's Proportionate Share of the Net
OPEB Liability as a Percentage
of its Covered Payroll 87.56% 178.45%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability 12.46% 11.49%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the School's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net OPEB Liability

School Employees Retirement System of Ohio
Last Two Fiscal Years (1)
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2018 2017
Academy's Proportion of the Net OPEB

Liability 0.01319594% 0.01381457%

Academy's Proportionate Share of the Net
OPEB Liability 514,856$          738,807$          

Academy's Covered Payroll 1,450,921$        1,754,914$        

Academy's Proportionate Share of the Net
OPEB Liability as a Percentage
of its Covered Payroll 35.48% 42.10%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability 47.10% 37.30%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net OPEB Liability

State Teachers Retirement System of Ohio
Last Two Fiscal Years (1)
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2018 2017 2016 2015 2014 2013 2012

Contractually Required Contribution (2) 3,372$            3,571$            2,308$            1,021$       545$              490$              945$              

Contributions in Relation to the 
Contractually Required Contribution (3,372)            (3,571)            (2,308)            (1,021)        (545)               (490)               (945)               

Contribution Deficiency (Excess) 0$                  0$                  0$                  0$             0$                  0$                  0$                  

School Covered Payroll 182,207$        168,329$        131,071$        87,276$      74,228$          30,448$          29,881$          

OPEB Contributions as a Percentage of
Covered Payroll (2) 1.85% 2.12% 1.76% 1.17% 0.73% 1.61% 3.16%

(1) Information prior to 2012 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 
(2) Includes Surcharge

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of School Contributions - OPEB

School Employees Retirement System of Ohio
Last Seven Fiscal Years (1)
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2018 2017 2016 2015 2014 2013 2012

Contractually Required Contribution 0$                        0$                    0$                    0$                    14,596$            10,958$            8,264$              

Contributions in Relation to the 
Contractually Required Contribution 0                         0                     0                     0                     (14,596)            (10,958)             (8,264)              

Contribution Deficiency (Excess) 0$                        0$                    0$                    0$                    0$                    0$                    0$                    

School Covered Payroll 1,116,607$            1,450,921$        1,754,914$        1,634,921$        1,459,623$        1,095,823$        826,438$          

Contributions as a Percentage of
Covered Payroll 0.00% 0.00% 0.00% 0.00% 1.00% 1.00% 1.00%

(1) Information prior to 2012 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of School Contributions - OPEB

State Teachers Retirement System of Ohio
Last Seven Fiscal Years (1)
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Net Pension Liability  
 
Changes of benefit terms - SERS:  
 
There were no changes in benefit terms from the amounts reported for fiscal years 2014-2018. 
 
The following changes were made to the benefit terms in 2018 as identified: The COLA was changed from 
a fixed 3.00% to a COLA that is indexed to CPI-W not greater than 2.5% with a floor of 0% beginning 
January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has enacted a 
three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in assumptions - SERS:  
 
There were no changes in methods and assumptions used in the calculation of actuarial determined 
contributions for fiscal years 2014-2016 and 2018. For fiscal year 2018, the following changes of 
assumptions affected the total pension liability since the prior measurement date: (a) the assumed rate 
of inflation was reduced from 3.25% to 3.00%, (b) payroll growth assumption was reduced from 4.00% to 
3.50%, (c) assumed real wage growth was reduced from 0.75% to 0.50%, (d) Rates of withdrawal, 
retirement and disability were updated to reflect recent experience, (e) mortality among active members 
was updated to RP-2014 Blue Collar Mortality Table with fully generational projection and a five year age 
set-back for both males and females, (f) mortality among service retired members, and beneficiaries was 
updated to the following RP-2014 Blue Collar Mortality Table with fully generational projection with Scale 
BB, 120% of male rates, and 110% of female rates and (g) mortality among disable member was updated 
to RP-2000 Disabled Mortality Table, 90% for male rates and 100% for female rates, set back five years is 
used for the period after disability retirement (h) change in discount rate from 7.75% to 7.5%.   

 
Changes in benefit terms - STRS:  
 
There were no changes in benefit terms from the amounts reported for fiscal years 2014-2017. Effective 
for fiscal year 2018, the cost of living adjustment (COLA) was reduced to zero. 
 
Changes in assumptions - STRS:  
 
There were no changes in methods and assumptions used in the calculation of actuarial determined 
contributions for fiscal years 2014-2018.  For fiscal year 2018, the following changes of assumptions 
affected the total pension liability since the prior measurement date: (a) inflation assumption lowered 
from 2.75% to 2.50%, (b) investment return assumption lowered from 7.75% to 7.45%, (c) total salary 
increases rates lowered by decreasing the merit component of the individual salary increases, as well as 
by 0.25% due to lower inflation, (d) payroll growth assumption lowered to 3.00%, (e) updated the healthy 
and disable mortality assumption to the “RP-2014” mortality tables with generational improvement scale 
MP-2016, (f) rates of retirement, termination and disability were modified to better reflect anticipated 
future experience.  
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Net OPEB Liability  
 
Changes in Assumptions – SERS  
 
Amounts reported for fiscal year 2018 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability as presented below:  
 
Municipal Bond Index Rate: 
    Fiscal year 2018          3.56 percent 
    Fiscal year 2017         2.92 percent 
Single Equivalent Interest Rate, net of plan investment expense, 
 including price inflation 
    Fiscal year 2018          3.63 percent 
    Fiscal year 2017         2.98 percent 
 
Changes in Assumptions – STRS  
 
For fiscal year 2018, the discount rate was increased from 3.26 percent to 4.13 percent based on the 
methodology defined under GASB Statement No. 74, Financial Reporting for Postemployment Benefit 
Plans Other Than Pension Plans (OPEB) and the long term expected rate of return was reduced from 7.75 
percent to 7.45 percent. Valuation year per capita health care costs were updated, and the salary scale 
was modified. The percentage of future retirees electing each option was updated based on current data 
and the percentage of future disabled retirees and terminated vested participants electing health 
coverage were decreased. The assumed mortality, disability, retirement, withdrawal and future health 
care cost trend rates were modified along with the portion of rebated prescription drug costs.  
  
Also, for fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. 
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December 27, 2018

To the Board of Trustees 
University of Cleveland Preparatory School
1906 East 40th Street
Cleveland, Ohio 44103

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 
and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards

We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the University of 
Cleveland Preparatory School, Cuyahoga County, Ohio (the “School”) as of and for the year ended June 
30, 2018, and the related notes to the financial statements, which collectively comprise the School’s basic
financial statements, and have issued our report thereon dated December 27, 2018, in which we noted the 
School restated their net position to account for the implementation of Governmental Accounting 
Standard Board (GASB) Statement No. 75, “Accounting and Financial reporting for Postemployment 
Benefits other than Pensions”, and restated the net pension liability amount to account for an error 
discovered in the calculation to allocate the management companies’ share of the net pension liability to 
member schools. In addition, the School has suffered recurring losses from operations and has a net 
position deficit of $5,036,661 including the net effect of net pension liability, net OPEB liability and 
related accruals totaling $3,638,825,that raises substantial doubt about its ability to continue as a going 
concern.

Internal Control over Financial Reporting

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

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

Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified.
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University of Cleveland Preparatory School
Independent Auditor’s Report on Internal Control over Financial Reporting and on 

Compliance and Other Matters Based on an Audit of Financial Statements 
Performed in Accordance with Government Auditing Standards

Page 2 of 2

Compliance and Other Matters

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

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose.

Medina, Ohio
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Board of Directors 
University of Cleveland Preparatory School 
219 E Maple St Ste 202 
North Canton, OH 44720 
 
 
We have reviewed the Independent Auditor’s Report of the University of Cleveland Preparatory 
School, Cuyahoga County, prepared by Rea & Associates, Inc., for the audit period July 1, 2016 
through June 30, 2017.  Based upon this review, we have accepted these reports in lieu of the 
audit required by Section 117.11, Revised Code.  The Auditor of State did not audit the 
accompanying financial statements and, accordingly, we are unable to express, and do not 
express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The University of Cleveland Preparatory School is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
 
 
Dave Yost 
Auditor of State 
 
April 20, 2018  
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February 21, 2018 
 
To the Board of Trustees 
University of Cleveland Preparatory School 
1906 East 40th Street 
Cleveland, Ohio 44103 
 

Independent Auditor's Report 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the University of Cleveland Preparatory 
School, Cuyahoga County, Ohio, (the “School”) as of and for the year ended June 30, 2017, and the 
related notes to the financial statements, which collectively comprise the School’s basic financial 
statements as listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation 
and fair presentation of the financial statements in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s 
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. 
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University of Cleveland Preparatory School 
Independent Auditor’s Report 
Page 2 of 3 
 
 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the School, as of June 30, 2017, and the changes in its financial position and its cash 
flows for the year then ended in accordance with accounting principles generally accepted in the United 
States of America. 
 
Emphasis of Matter 
 
The accompanying financial statements have been prepared assuming the School will continue as a going 
concern. As disclosed in Note 16 to the financial statements, the School has suffered recurring losses from 
operations and has a net position deficit of $5,312,764 that raises substantial doubt about its ability to continue 
as a going concern. This deficit net position includes the effect of the net pension liability and related accruals 
totaling $4,061,241. Note 16 describes management’s plan regarding these issues. The financial statements do 
not include any adjustments that might result from the outcome of this uncertainty. Our opinion is not modified 
with respect to this matter. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis and the Schedule of the School's Proportionate Share of the Net Pension 
Liability, and Schedule of the School’s Contributions on pages 5–10, 35-36, and 37-38, respectively, be 
presented to supplement the basic financial statements. Such information, although not a part of the basic 
financial statements, is required by the Governmental Accounting Standards Board who considers it to be 
an essential part of financial reporting for placing the basic financial statements in an appropriate 
operational, economic, or historical context. We have applied certain limited procedures to the required 
supplementary information in accordance with auditing standards generally accepted in the United States 
of America, which consisted of inquiries of management about the methods of preparing the information 
and comparing the information for consistency with management’s responses to our inquiries, the basic 
financial statements, and other knowledge we obtained during our audit of the basic financial statements. 
We do not express an opinion or provide any assurance on the information because the limited procedures 
do not provide us with sufficient evidence to express an opinion or provide any assurance. 
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Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated February 21, 
2018 on our consideration of the School’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness 
of the School’s internal control over financial reporting or on compliance. That report is an integral part of 
an audit performed in accordance with Government Auditing Standards in considering the School’s 
internal control over financial reporting and compliance. 

 

 
Medina, Ohio 
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The discussion and analysis of the University of Cleveland Preparatory School (the School) financial 
performance provides an overall review of the School’s financial activities for the fiscal year ended June 
30, 2017. The intent of this discussion and analysis is to look at the School’s’ financial performance as a 
whole; readers should also review the basic financial statements and notes to the basic financial 
statements to enhance their understanding of the School’s financial performance.  
 
The Management’s Discussion and Analysis (MD&A) is an element of the reporting model adopted by the 
Governmental Accounting Standards Board (GASB) in their Statement No. 34 Basic Financial Statements 
– and Management’s Discussion and Analysis – for State and Local Governments. Certain comparative 
information between the current fiscal year and the prior fiscal year is required to be presented in the 
MD&A.  
 

FINANCIAL HIGHLIGHTS 
 
Key Financial Highlights for the School for the 2016-17 school year are as follows:  

 
 Total assets decreased $15,135. 

 Total liabilities increased $147,090. 

 Total net position decreased $526,499. 

 Total operating and non-operating revenues were $4,193,809. Total operating and non-operating 
expenses were $4,720,308. 
 

USING THIS ANNUAL REPORT 
  
This report consists of three parts: the basic financial statements, notes to those statements, and required 
supplemental information.  The basic financial statements include a Statement of Net Position, a 
Statement of Revenues, Expenses and Change in Net Position, and a Statement of Cash Flows.   
 
The Statement of Net Position and Statement of Revenues, Expenses, and Change in Net Position reflect 
how the School did financially during fiscal year 2017.  These statements include all assets, deferred 
outflows of resources, liabilities, and deferred inflows of resources using the accrual basis of accounting 
similar to the accounting used by most private-sector companies. This basis of accounting includes all of 
the current year revenues and expenses regardless of when cash is received or paid.  
 
These statements report the School’s Net Position and change in those assets. This change in Net Position 
is important because it tells the reader whether the financial position of the School has improved or 
diminished. The causes of this change may be the result of many factors, some financial, some not. Non-
financial factors include the School’s’ student enrollment, per-pupil funding as determined by the State 
of Ohio, change in technology, required educational programs and other factors. The School uses 
enterprise presentation for all of its activities. 
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USING THIS ANNUAL REPORT (continued) 
 
Statement of Net Position - The Statement of Net Position answers the question of how the School did 
financially during 2017.  This statement includes all assets, deferred outflows of resources, liabilities, and 
deferred inflows of resources, both financial and capital, and short-term and long-term using the accrual 
basis of accounting and economic resource focus, which is similar to the accounting used by most private-
sector companies.  This basis of accounting takes into account all revenues and expenses during the year, 
regardless of when the cash is received or paid.   
 
Table 1 provides a summary of the School’s Net Position for fiscal year 2017 compared to fiscal year 2016.  

 
Table 1  

Statement of Net Position   

2017 
 

2016 

Assets   
Current Assets $        119,884  $       117,957  
Other Assets 30,764 29,330 
Capital Assets, Net of  
        Accumulated Depreciation -        18,496 

     Total Assets 150,648 165,783 

   
Deferred Outflows of Resources 1,643,958 1,608,754 

   
Liabilities   
Current Liabilities 1,402,171    1,185,933  
Net Pension Liability 4,961,367 5,030,515 

Total Liabilities 6,363,538  6,216,448  
  

Deferred Inflows of Resources 743,832 344,354 

   
Net Position   
Investment in Capital Assets                                          - 18,496         
Unrestricted  (5,312,764) (4,804,761)                        

Total Net Position $ (5,312,764)  $  (4,786,265)  

 
During a prior year, the School adopted GASB Statement 68, Accounting and Financial Reporting for 
Pensions—an Amendment of GASB Statement 27, which significantly revises accounting for pension costs 
and liabilities.  For reasons discussed below, many end users of this financial statement will gain a clearer 
understanding of the School’s actual financial condition by adding deferred inflows related to pension and 
the net pension liability to the reported net position and subtracting deferred outflows related to pension. 
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USING THIS ANNUAL REPORT (continued) 
 
Statement of Net Position (continued) 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  When accounting for 
pension costs, GASB 27 focused on a funding approach.  This approach limited pension costs to 
contributions annually required by law, which may or may not be sufficient to fully fund each plan’s net 
pension liability.  GASB 68 takes an earnings approach to pension accounting; however, the nature of 
Ohio’s statewide pension systems and state law governing those systems requires additional explanation 
in order to properly understand the information presented in these statements. 
 
Under the standards required by GASB 68, the net pension liability equals the School’s proportionate 
share of each plan’s collective: 
 

1. Present value of estimated future pension benefits attributable to active and inactive employees’ 
past service 

2. Minus plan assets available to pay these benefits 
 
GASB notes that pension obligations, whether funded or unfunded, are part of the “employment 
exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, and the 
promise of a future pension.  GASB noted that the unfunded portion of this pension promise is a present 
obligation of the government, part of a bargained-for benefit to the employee, and should accordingly be 
reported by the government as a liability since they received the benefit of the exchange.  However, the 
School is not responsible for certain key factors affecting the balance of this liability.  In Ohio, the 
employee shares the obligation of funding pension benefits with the employer.  Both employer and 
employee contribution rates are capped by State statute.  A change in these caps requires action of both 
Houses of the General Assembly and approval of the Governor.  Benefit provisions are also determined 
by State statute.  The employee enters the employment exchange with the knowledge that the employer’s 
promise is limited not by contract but by law.  The employer enters the exchange also knowing that there 
is a specific, legal limit to its contribution to the pension system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension system as against the public employer.  State law operates 
to mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the employment exchange with notice as to the law.  The pension system is responsible for the 
administration of the plan.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability.  As explained above, changes in pension benefits, contribution rates, 
and return on investments affect the balance of the net pension liability, but are outside the control of 
the School.  In the event that contributions, investment returns, and other changes are insufficient to keep 
up with required pension payments, State statute does not assign/identify the responsible party for the 
unfunded portion.  Due to the unique nature of how the net pension liability is satisfied, this liability is 
separately identified within the long-term liability section of the statement of net position. 
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USING THIS ANNUAL REPORT (continued) 
 
Statement of Net Position (continued) 
 
In accordance with GASB 68, the School’s statements prepared on an accrual basis of accounting include 
an annual pension expense for their proportionate share of each plan’s change in net pension liability not 
accounted for as deferred inflows/outflows of resources.  
 
As a result of implementing GASB 68, the School is reporting a net pension liability and deferred 
inflows/outflows of resources related to pension on the accrual basis of accounting. 
 
Over time, Net Position can serve as a useful indicator of a government’s financial position.  At June 30, 
2017, the School’s net position totaled $(5,312,764). 
 
Current assets represent cash and cash equivalents, accounts receivable, and other assets.  Current 
liabilities represent accounts payable, withholding payable, and advances payable at fiscal year-end.    
 
Statement of Revenues, Expenses and Change in Net Position - Table 2 shows the change in Net Position 
for fiscal years 2017 and 2016, as well as a listing of revenues and expenses.   This change in Net Position 
is important because it tells the reader that, for the School as a whole, the financial position of the School 
has improved or diminished. The cause of this may be the result of many factors, some financial, some 
not.  Non-financial factors include the current laws in Ohio restricting revenue growth, facility conditions, 
required educational programs and other factors. 
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USING THIS ANNUAL REPORT (continued) 
 
Statement of Revenues, Expenses and Change in Net Position (continued) 
 

Table 2 
Change in Net Position 

 

  2017  2016 

Operating Revenue     
State Aid  $3,288,500   $       3,112,781  
Other  6,697  19,372  

     Total Operating Revenues  3,295,197  3,132,153  

     

     
Operating Expenses       
Salaries  1,543,999  1,517,929  
Fringe Benefits  362,979  359,591  
Fringe Benefits – GASB 68  295,624  276,995 
Purchased Services  2,111,835  2,063,165  
Materials and Supplies  176,057  184,382  
Depreciation  18,496  33,692  
Other  8,976  10,059 

     Total Operating Expenses  4,517,966  4,445,813  

          
 Operating (Loss)  (1,222,769)  (1,313,660) 

     
  Non-Operating Revenues and (Expenses)       
Federal Grants  711,621  715,089  
Other Grants  8,951  5,704 
Debt Forgiveness  178,040  200,000 
Interest Expense  (202,342)  (143,320) 

       Total Non-Operating Revenues and (Expenses)  696,270  777,473  

      
Change in Net Position  (526,499)        (536,187)      

     
Net Position, Beginning of Year  (4,786,265)  (4,250,078) 

Net Position, End of Year  $(5,312,764)  $     (4,786,265) 

 
 
Overall, the increase in Operating Revenues was a result of more FTEs being enrolled compared to the 
prior fiscal year. There was also a corresponding increase across most of the expense categories during 
fiscal year 2017 due to the certain expenses being based on a percentage of revenues. 
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BUDGETING HIGHLIGHTS 
 
Unlike other public schools located in the State of Ohio, community schools are not required to follow 
budgetary provisions set forth in Ohio Rev. Code Chapter 5705 (with the exception section 5705.391 – 
Five Year Forecasts), unless specifically provided in the community school’s contract with its Sponsor. 
 
The contract between the School and its Sponsor does prescribe a budgetary process. The School must 
prepare and submit a detail budget for every fiscal year to the Board of Directors and its Sponsor.  The 
five-year forecast is also submitted to the Ohio Department of Education, annually. 
 

CAPITAL ASSETS  
 
At fiscal year-end, the School’s net capital asset balance was zero.   This balance represents no current 
year additions offset by current year depreciation of $18,496. For more information on capital assets, see 
Note 5 of the Basic Financial Statements. 
 

WORKING CAPITAL ADVANCES 
 
During the fiscal year, the School received working capital monies from Charter School Capital ό/{/ύ ŀƴŘ /ƘŀǊǘŜǊ
!ǎǎŜǘ aŀƴŀƎŜƳŜƴǘ ό/!aύ through a Ǌeceivables purchase agreement. There was a beginning balance of $859,988 

as of June 30, 2016. There was $оΣмтрΣотм in additions and $оΣлспΣррф in reductions throughout the fiscal year. 

The ending balance as of June 30, 2017 was $970,800. As the School receives monthly State funding, these 

advances are repaid, however, the School may elect to receive additional advances from C{/ ƻǊ /!a by entering

 into additional agreements.  See Note 6 for additional information. 
 CURRENT FINANCIAL ISSUES 

 
The School is a community School and is funded through the State of Ohio Foundation Program.  The 
School relies on this, as well as, State and Federal funds as its primary source of revenue.   In 2016, the 
State raised the base per pupil funding to $6,000, which is up from $5,900 in the previous 
year.  Additionally, community schools in Ohio will be allocated a small amount of facilities funding which 
is also per pupil based.  This amount is projected to be approximately $200 per pupil. 
 
The full-time equivalent enrollment of the School for the year ended June 30, 2017 was 383 compared to 
a figure of 364 at the end of fiscal year 2016. 
 
Overall, the School will continue to provide learning opportunities and apply resources to best meet the 
needs of the students served.  
 

CONTACTING THE SCHOOL’S FINANCIAL MANAGEMENT  
 
This financial report is designed to provide our citizen’s, taxpayers, investors and creditors with a general 
overview of the School’s finances and to demonstrate accountability for the money it receives. If you have 
questions about this report or need additional information contact the School’s Fiscal Officer, C. David 
Massa, CPA, of Massa Financial Solutions, LLC, 1906 E. 40th St., Cleveland, Ohio 44103. 
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UNIVERSITY OF CLEVELAND PREPARATORY SCHOOL  
CUYAHOGA COUNTY, OHIO 

  
Statement of Net Position 

At June 30, 2017 

 

Assets:

Current Assets:

    Cash and Cash Equivalents 88,812$            

    Accounts Receivable 31,072

    Other Assets 30,764

      Total Current Assets 150,648

Total Assets 150,648            

Deferred Outflows of Resources 1,643,958         

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 420,012            

    Withholdings Payable 11,359               

    Advances Payable 970,800            

       Total Current Liabilities 1,402,171         

Noncurrent Liabilities:

  Net Pension Liability 4,961,367

    Total Noncurrent Liabilities 4,961,367

       Total Liabilities 6,363,538

Deferred Inflows of Resources 743,832

Net Position:

  Unrestricted (5,312,764)

  Total Net Position (5,312,764)$     

See Accompanying Notes to the Basic Financial Statements
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UNIVERSITY OF CLEVELAND PREPARATORY SCHOOL  

CUYAHOGA COUNTY, OHIO 

  
Statement of Revenues, 

Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2017 

 

Operating Revenues:

  State Aid 3,288,500$       

  Miscellaneous 6,697

    Total Operating Revenues 3,295,197

Operating Expenses:

  Salaries 1,543,999         

  Fringe Benefits 362,979            

  Fringe Benefits - GASB 68 295,624            

  Purchased Services 2,111,835

  Depreciation 18,496

  Supplies 176,057

  Other Operating Expenses 8,976

    Total Operating Expenses 4,517,966

      Operating Loss (1,222,769)

Non-Operating Revenues and (Expenses):

  Federal Grants 711,621

  Debt Forgiveness 178,040            

  Other Grants 8,951                 

  Interest Expense (202,342)           

    Net Non-operating Revenues and (Expenses) 696,270

Change in Net Position (526,499)           

Net Position Beginning of Year (4,786,265)        

Net Position End of Year (5,312,764)$     

See Accompanying Notes to the Basic Financial Statements  
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UNIVERSITY OF CLEVELAND PREPARATORY SCHOOL  
 CUYAHOGA COUNTY, OHIO 

  
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2017 
 

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 3,315,672$       

Other Operating Receipts 16,297               

Cash Payments to Suppliers for Goods and Services (1,968,104)        

Cash Payments to Employees for Services (1,543,999)        

Cash Payments for Employee Benefits (363,567)           

Net Cash Used For Operating Activities (543,701)           

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Other Grant Receipts 8,951                 

Federal and State Grant Receipts 715,093            

Charter School Capital/ Charter Asset Management Advances 3,175,371         

Charter School Capital/ Charter Asset Management Cost of Funding (202,343)           

Charter School Capital/ Charter Asset Management Redemptions (3,064,559)        

Net Cash Used By Noncapital Financing Activities 632,513            

Net Increase in Cash and Cash Equivalents 88,812               

Cash and Cash Equivalents - Beginning of the Year -                     

Cash and Cash Equivalents - Ending of the Year 88,812$            

 
 
 
 
 
 
 
 
 
 
 
 

(Continued) 
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UNIVERSITY OF CLEVELAND PREPARATORY SCHOOL  
 CUYAHOGA COUNTY, OHIO 

 
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2017 
(Continued) 

Reconciliation of Operating Loss to Net Cash Used For Operating Activities
Operating Loss (1,222,769)$        

Adjustments to Reconcile Operating Loss to Net Cash Used For Operating Activities

Depreciation 18,496                 

Changes in Assets, Liabilities, and Deferred Inflows and Outflows:
(Increase)/Decrease in Receivables 46,640                 
Increase/(Decrease) in Witholdings Payable (9,481)                  
(Increase)/ Decrease in Deferred Outflows (35,204)                
Increase/ (Decrease) in Deferred Inflows 399,478               
Increase/ (Decrease) in Net Pension Liability (69,148)                
(Increase)/Decrease in Other Assets (1,434)                  
Increase/(Decrease) in Accounts Payable, Trade 340,871               
Increase/(Decrease) in Accrued Expenses (11,150)                

Net Cash Used For Operating Activities (543,701)$           

 
 
Non-Cash Transaction: During the fiscal year ended June 30, 2017, the School received a two-year debt 
forgiveness in the amount of $32,505 from I CAN Schools and $145,535 from other vendors. This 
forgiveness was applied against open obligations of the School that were owed to I CAN Schools and the 
other vendors. 
 
 
 
See Accompanying Notes to the Basic Financial Statements 
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NOTE 1 - DESCRIPTION OF THE ENTITY 
 
The University of Cleveland Preparatory School, (the School) is a nonprofit corporation established 
pursuant to Ohio Revised Code Chapters 3314 and 1702.  The School’s mission is to provide an orderly 
and supportive environment whereby students experience preparations for college, career and life. The 
School operates on a foundation, which fosters character building for all students, parents and staff 
members.  The School, which is part of the State’s education program, is independent of any school district 
and is nonsectarian in its programs, admission policies, employment practices, and all other operations.  
The School may acquire facilities as needed and contract for any services necessary for the operation of 
the School. 

 
The School was approved for operation under a contract with Ohio Council of Community Schools 
(“OCCS”) (the Sponsor) for a five-year period commencing on July 1, 2011.  The contract was renewed at 
the end of fiscal year 2016 for an additional five-year period. The Sponsor is responsible for evaluating the 
performance of the School and has the authority to deny renewal of the contract at its expiration or 
terminate the contract prior to its expiration.  

 
The School operates under the direction of a Board of Directors (the Board).  The Board is responsible for 
carrying out the provisions of the contract which include, but are not limited to, state mandated provisions 
regarding student populations, curriculum, academic goals, performance standards, admissions 
standards, and qualifications of teachers.  The Board controls the School’s instructional and administrative 
staff. 
 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The basic financial statements of the School have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental nonprofit organizations.  The Governmental 
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental 
accounting and financial reporting principles. The more significant of the School’s accounting policies are 
described below. 
 
Basis of Presentation - The School’s basic financial statements consist of a Statement of Net Position, a 
Statement of Revenue, Expenses and Change in Net Position, and a Statement of Cash Flows. Enterprise 
fund reporting focuses on the determination of the changes Net Position, financial position and cash 
flows. 

 
The Government Accounting Standards Board identifies the presentation of all financial activity to be 
reported within one enterprise fund for year-ending reporting purposes.  Enterprise accounting is used to 
account for operations that are financed and operated in a manner similar to private business enterprise 
where the intent is that the cost (expense) of providing goods and services to the general public on a 
continuing basis be financed or recovered primarily through user charges. 

 
Measurement Focus and Basis of Accounting - The accounting and financial reporting treatment is 
determined by measurement focus. Enterprise accounting uses a flow of economic resources 
measurement focus. Under this measurement focus, all assets, all deferred outflows of resources, all 
liabilities, and all deferred inflows of resources are included on the Statement of Net Position. The  
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Measurement Focus and Basis of Accounting (continued) 
 
Statement of Revenues, Expenses and Changes in Net Position presents increases (e.g., revenues) and 
decreases (e.g., expenses) in total Net Position. 
 
Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported in 
the financial statements.  The accrual basis of accounting is used for reporting purposes.  Revenues are 
recognized when they are earned, and expenses are recognized when they are incurred.  
 
Budgetary Process - Unlike other public schools located in the state of Ohio, community schools are not 
required to follow budgetary provisions set forth in Ohio Revised Code Chapter 5705 (with the exception 
section 5705.391 – Five Year Forecasts), unless specifically provided for in the School’s sponsorship 
agreement. The contract between the School and its Sponsor requires a detailed budget for each year of 
the contract. 

       
Cash and Cash Equivalents - Cash received by the School is reflected as “Cash and Cash Equivalents” on 
the Statement of Net Position.  The School did not have any investments during the period ended June 
30, 2017. 
      
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from these estimates. 
 
Capital Assets and Depreciation - Capital assets are capitalized at cost. Donated Capital Assets are 
recorded at their acquisition values as of the date received. The costs of additions are capitalized and 
expenditures for repairs and maintenance are expensed when incurred.  When property is sold or retired, 
the related costs and accumulated depreciation are removed from the financial records and any gain or 
loss is included in additions to or deductions from Net Position. Capital assets were $0, as of June 30, 
2017, net of accumulated depreciation. Depreciation of capital assets is calculated utilizing the straight-
line method over the estimated useful lives of the assets which are as follows: 

  
Asset Class     Useful Life 
Computers & Technology Assets  3 years 

 Furniture, Fixtures, & Equipment           5 years 
       Textbooks     3 years  
 

The School’s policy for asset capitalization threshold is $5,000. Assets or certain asset groups not meeting 
the capitalization threshold are not capitalized and are not included in the assets represented in the 
accompanying Statement of Net Position. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Intergovernmental Revenues - The School currently participates in the State Foundation Program. 
Revenues received from this program are recognized as operating revenues in the accounting period in 
which all eligibility requirements have been met. 

 
Grants and entitlements are recognized as non-operating revenues in the accounting period in which 
eligibility requirements have been met. 

 
Eligibility requirements include timing requirements, which specify the year when the resources are 
required to be used or the fiscal year when use is first permitted, matching requirements, in which the 
School must provide local resources to be used for a specified purpose, and expenditure requirements, in 
which the resources are provided to the School on a reimbursement basis. The School also participates in 
various federal programs passed through the Ohio Department of Education. Under the above programs 
the School recorded $3,288,500 this fiscal year from the Foundation Program and Casino Tax Revenue 
and $711,621 from Federal Grants. 

 
Compensated Absences - Vacation is taken in a manner which corresponds with the school calendar; 
therefore, the School does not accrue vacation time as a liability. 

 
Sick/personal leave benefits are earned by full-time employees at the rate of ten days per year and cannot 
be carried into the subsequent years.  No accrual for sick time is made since unused time is not paid to 
employees upon employment termination. 
 
Accrued Liabilities - Obligations incurred but unpaid at June 30 are reported as accrued liabilities in the 
accompanying financial statements.  These liabilities consisted of accounts payable, accrued expenses, 
withholding payable, and advances payable totaling $1,402,171 at June 30, 2017. 

 
Exchange and Non-Exchange Transactions - Revenue resulting from exchange transactions, in which each 
party gives and receives essentially equal value, is recorded on the accrual basis when the exchange takes 
place. Non-exchange transactions, in which the School receives value without directly giving equal value 
in return, include grants, entitlements and donations.  Revenue from grants, entitlements and donations 
is recognized in the fiscal year in which all eligibility requirements have been satisfied.  Eligibility 
requirements include timing requirements, which specify the year when the resources are required to be 
used or the fiscal year when use is first permitted, matching requirements, in which the School must 
provide local resources to be used for a specified purpose, and expenditures requirements, in which the 
resources are provided to the School on a reimbursement basis. 
 
Deferred Inflows and Deferred Outflows of Resources - In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of resources represent a consumption of net position that applies to future periods and will not be 
recognized as an outflow of resources (expense/expenditure) until then. For the School, deferred outflows 
of resources are reported on the statement of net position for pension. The deferred outflows of 
resources related to pension are explained in Note 9. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Deferred Inflows and Deferred Outflows of Resources (continued) 
 
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to future 
periods and will not be recognized until that time. These amounts have been recorded as a deferred inflow 
on the statement of net position. These amounts are deferred and recognized as an inflow of resources 
in the period the amounts become available. Deferred inflows of resources related to pension are 
reported on the statement of net position. (See Note 9) 

 
Net Position - Net position represents the difference between assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources. Net position is reported as restricted when there are 
limitations imposed on their use through external restriction imposed by creditors, grantors, or laws and 
regulations of other governments.  The School applies restricted resources when an expense is incurred 
for purposes for which both restricted and unrestricted net position is available. Net position invested in 
capital assets consist of capital assets, net of accumulated depreciation, reduced by the outstanding 
balances of any borrowings used for the acquisition, construction, or improvement of those assets. 
 
Operating and Non-Operating Revenues and Expenses - Operating revenues are those revenues that are 
generated directly from the primary activities of the School.  For the School, these revenues are primarily 
the State Foundation program.  Operating expenses are necessary costs incurred to provide the good or 
service that is the primary activity of the School.  All revenues and expenses not meeting this definition 
are reported as non-operating.   

 
Non-operating revenues are those revenues that are not generated directly from the primary activities of 
the School.  Various federal and state grants, interest earnings, if any, and other miscellaneous revenues 
comprise the non-operating revenues of the School.  Interest and fiscal charges on outstanding 
obligations, as well as gain or loss on capital asset disposals, if any comprise the non-operating expenses. 

 

Pensions - For purposes of measuring the net pension liability, deferred outflows of resources and 
deferred inflows of resources related to pensions and pension expense, information about the fiduciary 
net position of the pension plans and additions to/deletions from their fiduciary net positon have been 
determined on the same basis as they are reported by the pension systems. For this purpose, benefit 
payments (including refunds of employee contributions) are recognized when due and payable in 
accordance with the benefit terms. The pension systems report investments at fair value. 

 
Implementation of New Accounting Principles - For the fiscal year ended June 30, 2017, the School has 
implemented Governmental Accounting Standards Board (GASB) Statement No. 77, Tax Abatement 
Disclosures, GASB Statement No. 78, Pensions Provided through Certain Multiple-Employer Defined 
Benefit Pension Plans, GASB Statement No. 80, Blending Requirements for Certain Component Units - an 
amendment of GASB Statement No. 14 and GASB Statement No. 82, Pension Issues - an amendment of 
GASB Statements No. 67, No. 68, and No. 73. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Implementation of New Accounting Principles (continued) 
 
GASB Statement No. 77 requires disclosure of tax abatement information about (1) a reporting 
government’s own tax abatement agreements and (2) those that are entered into by other governments 
and that reduce the reporting government’s tax revenues. The implementation of GASB Statement No. 
77 did not have an effect on the financial statements of the School.  
 
GASB Statement No. 78 amends the scope of GASB Statement No. 68 to exclude certain multiple-employer 
defined benefit pension plans provided to employees of state and local governments on the basis that 
obtaining the measurements and other information required by GASB Statement No. 68 was not feasible. 
The implementation of GASB Statement No. 78 did not have an effect on the financial statements of the 
School. 
 
GASB Statement No. 80 amends the blending requirements for the financial statement presentation of 
component units of all state and local governments. The additional criterion requires blending of a 
component unit incorporated as a not-for-profit corporation in which the primary government is the sole 
corporate member. The implementation of GASB Statement No. 80 did not have an effect on the financial 
statements of the School. 
 
GASB Statement No. 82 improves consistency in the application of pension accounting. These changes 
were incorporated in the School’s fiscal year 2017 financial statements; however, there was no effect on 
beginning net position. 
 

NOTE 3 - CASH AND CASH EQUIVALENTS 
 

The following information classifies deposits by category of risk as defined in GASB Statement No.3 
“Deposits with Financial Institutions, Investments (including Repurchase Agreements) and Reverse 
Repurchase Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk 
Disclosures”. 

 
The School maintains its cash balances at one financial institution, PNC Bank, located in Ohio. The balances 
are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account. 
At June 30, 2017, the book amount of the School’s deposits was $88,812 and the bank balance was 
$105,408.  

 
The School had no deposit policy for custodial risk beyond the requirement of state statute. Ohio law 
requires that deposits either be insured or be protected by eligible securities pledged to and deposited 
either with the School or a qualified trustee by the financial institution as security for repayment or by a 
collateral pool of eligible securities deposited with a qualified trustee to secure repayment of all public 
monies deposited in the financial institution whose market value shall be at least 105% of deposits being 
secured. At June 30, 2017, none of the bank balance was exposed to custodial credit risk. 
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NOTE 4 – ACCOUNTS RECEIVABLES 
 
The School had receivables totaling $3,700 at June 30, 2017. These receivables represented monies 
earned, but not received as of year-end.  The School also had additional receivables of $27,372 at June 
30, 2017. These receivables represented monies due to the School from the State Retirement Systems 
and Medicaid, but not received as of year-end.  All amounts are expected to be collected within one year. 
Total accounts receivables at June 30, 2017 was $31,072. 
   

NOTE 5 - CAPITAL ASSETS  
 

For the period ending June 30, 2017, the School’s capital assets consisted of the following: 
 

  

Balance    
06/30/16  Additions  Deletions  

Balance  
06/30/17 

Capital Assets:         
 Computers & Technology Assets   $ 387,919   $                 -    $          -    $ 387,919 

 Furniture, Fixtures, & Equipment       104,827  -  -       104,827 

 Textbooks       111,186   -  -       111,186  

Total Capital Assets     603,932          -               -      603,932 

         
Less Accumulated Depreciation:         
 Computers & Technology Assets     (384,116)  (3,803)          -     (387,919) 

 Furniture, Fixtures, & Equipment      (90,134)  (14,693)       -      (104,827) 

 Textbooks      (111,186)  -       -      (111,186) 

Total Accumulated Depreciation    (585,436)       (18,496)               -      (603,932) 

Capital Assets, Net   $    18,496      $   (18,496)    $          -     $                -    

 

NOTE 6 - ADVANCES PAYABLE 
 
During the fiscal year ending 2017, the School received working capital advances from Charter School 
Capital and Charter Asset Management through a receivables purchase agreement. As the School receives 
its monthly State funding, these advances are repaid, however, the School may elect to receive future 
advances from Charter School Capital or from Charter Asset Management by entering into additional 
agreements.  The School paid $202,343 in interest during fiscal year 2017. 
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NOTE 6 - ADVANCES PAYABLE (continued) 
 
The total amount of advances outstanding from both sources at June 30, 2017 was $970,800.  The activity 
for the year is reflected as follows: 

NOTE 7 - LONG-TERM OBLIGATIONS 
  
The changes in the School’s long-term obligations during fiscal year 2017 were as follows: 
 

  Balance      Balance 

  06/30/16  Additions  Reductions  06/30/17 

Net Pension Liability:         
STRS  $   4,581,024  $                    -  $    (60,815)  $   4,520,209 
SERS  449,491  -  (8,333)  441,158 

Total Net Pension Liability  5,030,515  -  (69,148)  4,961,367 

         
Total Long-Term Obligations  $   5,030,515  $                    -   $     (69,148)  $   4,961,367 

 
NOTE 8 - RISK MANAGEMENT 

 
Property & Liability - The School is exposed to various risks of loss related to torts; theft of, damage to, 
and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  During the 
fiscal year ending June 30, 2017, the School contracted with Cincinnati Insurance Company for general 
liability insurance with a $1,000,000 each occurrence/ $2,000,000 annual aggregate, as well as, an 
umbrella policy with a $10,000,000 aggregate limit.  The School also had a $1,000,000 School Leaders 
policy in place through National Union Fire Insurance.   There were no settlements in excess of insurance 
coverage over the past three years, nor has there been a significant reduction in insurance coverage from 
the prior year.  

 
Workers’ Compensation - The School pays the State Worker’s Compensation System a premium for 
employee injury coverage.  The premium is calculated by multiplying the monthly total gross payroll by a 
factor that is calculated by the State.  

 
Employee Medical and Dental Benefits - The School provides medical, vision, and dental insurance 
benefits through Anthem to all full-time employees. During the School year, the School paid 90% of the 
monthly premiums for all employees. 

 
 

Balance 

6/30/2016 Additions Reductions

Balance 

6/30/2017

Charter School Capital 859,988$        970,800$       (859,988)$       970,800$        

Charter Asset Management -                 2,204,571      (2,204,571)      -                 

859,988$        3,175,371$    (3,064,559)$     970,800$        
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS 
  

Net Pension Liability - The net pension liability reported on the statement of net position represents a 
liability to employees for pensions. Pensions are a component of exchange transactions—between an 
employer and its employees—of salaries and benefits for employee services.  Pensions are provided to an 
employee—on a deferred-payment basis—as part of the total compensation package offered by an 
employer for employee services each financial period.  The obligation to sacrifice resources for pensions 
is a present obligation because it was created as a result of employment exchanges that already have 
occurred. 
 
The net pension liability represents the School’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   
 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which pensions are financed; however, the School 
does receive the benefit of employees’ services in exchange for compensation including pension.  

 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State legislature.  Any resulting legislative change to benefits or funding could 
significantly affect the net pension liability.  Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability 
on the accrual basis of accounting.  Any liability for the contractually-required pension contribution 
outstanding at the end of the year is included in withholding payable on the accrual basis of accounting.   
 
School Employees Retirement System (SERS) 
 
Plan Description – School non-teaching employees participate in SERS, a cost-sharing multiple-employer 
defined benefit pension plan administered by SERS.  SERS provides retirement, disability and survivor 
benefits, annual cost-of-living adjustments, and death benefits to plan members and beneficiaries.  
Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  SERS issues a 
publicly available, stand-alone financial report that includes financial statements, required supplementary 
information and detailed information about SERS’ fiduciary net position.  That report can be obtained by 

visiting the SERS website at www.ohsers.org under Employers/Audit Resources.  
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
School Employees Retirement System (SERS) – (continued) 
 
Plan Description (continued) 
 
Age and service requirements for retirement are as follows: 
 

 
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
One year after an effective benefit date, a benefit recipient is entitled to a three percent cost-of-living 
adjustment (COLA).  This same COLA is added each year to the base benefit amount on the anniversary 
date of the benefit. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the School is required to contribute 14 percent of annual covered payroll.  The contribution requirements 
of plan members and employers are established and may be amended by the SERS’ Retirement Board up 
to statutory maximum amounts of 10 percent for plan members and 14 percent for employers.  The 
Retirement Board, acting with the advice of the actuary, allocates the employer contribution rate among 
four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care 
Fund).  For the fiscal year ended June 30, 2017, the allocation to pension, death benefits, and Medicare B 
was 14 percent.  SERS did not allocate any employer contributions to the Health Care Fund for fiscal year 
2017. 
 
The School’s contractually required contribution to SERS was $23,566 for fiscal year 2017.   
 
State Teachers Retirement System (STRS) 
 
Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 

Eligible to Retire before Eligible to Retire on or after

August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or

Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
State Teachers Retirement System (STRS) (continued) 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307.  
The DB plan offers an annual retirement allowance based on final average salary multiplied by a 
percentage that varies based on years of service.  Effective August 1, 2015, the calculation was 2.2 percent 
of final average salary for the five highest years of earnings multiplied by all years of service. Members 
are eligible to retire at age 60 with five years of qualifying service credit, or at age 55 with 26 years of 
service, or 31 years of service regardless of age.  Eligibility changes will be phased in until August 1, 2026, 
when retirement eligibility for unreduced benefits will be five years of service credit and age 65, or 35 
years of service credit and at least age 60. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination 
of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   

 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
Member contributions to the DC Plan are allocated among investment choices by the member, and 
contributions to the DB Plan from the employer and the member are used to fund the defined benefit 
payment at a reduced level from the regular DB Plan. The defined benefit portion of the Combined Plan 
payment is payable to a member on or after age 60 with five years of service. The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity 
after termination of employment at age 50 or later. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another STRS plan.  The optional annuitization of a member’s defined contribution account or the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of investment gain or loss on the account.  STRS has therefore included all three plan 
options as one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance.  
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
State Teachers Retirement System (STRS) (continued) 
 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2017, plan members were required to contribute 14 percent of their annual covered salary. The School 
was required to contribute 14 percent; the entire 14 percent was the portion used to fund pension 
obligations.  The fiscal year 2017 contribution rates were equal to the statutory maximum rates. 
 
The School’s contractually required contribution to STRS was $203,129 for fiscal year 2017.   
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions - The net pension liability was measured as of July 1 2016, and the total 
pension liability used to calculate the net pension liability was determined by an independent actuarial 
valuation as of that date. The School's employer allocation percentage of the net pension liability was 
based on the employer’s share of employer contributions in the pension plan relative to the total 
employer contributions of all participating employers. Following is information related to the 
proportionate share and pension expense: 
 

 
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, changes in assumptions and changes in the School’s proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods. The difference between projected and actual investment 
earnings is recognized in pension expense using a straight line method over a five year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight line method. Employer 
contributions to the pension plan subsequent to the measurement date are also required to be reported 
as a deferred outflow of resources.  
 
 
 
 
 
 

STRS SERS Total

Proportionate Share of the Net 

  Pension Liability 4,520,209$          441,158$            4,961,367$         

Proportion of the Net Pension Liability:

Current Measurement Date 0.01350404% 0.00602755%

Prior Measurement Date 0.01657565% 0.00787739%

Change in Proportionate Share (0.00307161%) (0.00184984%)

Pension Expense 477,381$             44,438$             521,819$           
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NOTE 9 – DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions (continued) 
 
At June 30, 2017, the School reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  

 
 

$226,695 reported as deferred outflows of resources related to pension resulting from School 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2018.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to pension will be recognized in pension expense as follows: 
 

 
 
 
 
 
 
 

STRS SERS Total

Deferred Outflows of Resources

Differences between Expected and 

  Actual Experience 182,640$             5,950$               188,590$           

Net Difference between Projected and 

  Actual Earnings on Pension Plan Investments 375,299 36,391 411,690

Changes of Assumptions - 29,450 29,450

Changes in Proportion and Differences between 

  School Contributions and Proportionate  

  Share of Contributions 728,109 59,424 787,533

School Contributions Subsequent to the 

  Measurement Date 203,129 23,566 226,695

Total Deferred Outflows of Resources 1,489,177$          154,781$            1,643,958$         

Deferred Inflows of ResourcesNet Difference between Projected and 0 0 0Changes of Assumptions 0 0 0

Changes in Proportion and Differences between 

  School Contributions and Proportionate  

  Share of Contributions 659,594$             84,238$             743,832$           

STRS SERS Total

Fiscal Year Ending June 30:

2018 234,920$             16,333$             251,253$           

2019 234,922 15,586 250,508

2020 172,604 4,596 177,200

2021 (15,992) 10,462 (5,530)

626,454$             46,977$             673,431$           
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS - SERS’ total pension liability was determined by their actuaries in 
accordance with GASB Statement No. 67, as part of their annual actuarial valuation for each defined 
benefit retirement plan.  Actuarial valuations of an ongoing plan involve estimates of the value of reported 
amounts (e.g., salaries, credited service) and assumptions about the probability of occurrence of events 
far into the future (e.g., mortality, disabilities, retirements, employment termination).  Actuarially 
determined amounts are subject to continual review and potential modifications, as actual results are 
compared with past expectations and new estimates are made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point.  The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant.  In many cases actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2016, are presented below: 
 

 
 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection and a five-year age set-back for both males and females.  Mortality among 
service retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection with Scale BB, 120 percent of male rates and 110 percent of female rates.  
Mortality among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 percent 
for male rates and 100 percent for female rates, set back five years is used for the period after disability 
retirement.  
 
The actuarial assumptions used in the June 30, 2016 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, payroll 
growth assumption and assumed real wage growth were reduced in the June 30, 2016 actuarial valuation.  
The rates of withdrawal, retirement and disability updated to reflect recent experience and mortality rates 
were also updated. 
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS – (continued) 
 
The long-term return expectation for the Pension Plan Investments has been determined by using a 
building-block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
 
A forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating an arithmetic weighted average of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the expected return from rebalancing uncorrelated asset classes. The target allocation and best estimates 
of arithmetic real rates of return for each major assets class are summarized in the following table: 
 

 
 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute.  Projected inflows from investment earnings were calculated using the long-term assumed 
investment rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of projected 
benefits to determine the total pension liability.   
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the School’s proportionate share of the net pension liability calculated using 
the discount rate of 7.50 percent, as well as what each plan’s net pension liability would be if it were 
calculated using a discount rate that is one percentage point lower (6.50 percent), or one percentage 
point higher (8.50 percent) than the current rate. 
 

 
 

1% Decrease

(6.50%)

Current 

Discount Rate

(7.50%)

1% Increase 

(8.50%)

School's Proportionate Share

  of the Net Pension Liability 584,070$             441,158$            321,541$           
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – STRS - The total pension liability in the June 30, 2016, actuarial valuation was 
determined using the following actuarial assumptions, applied to all periods included in the 
measurement:  
 

 
Mortality rates were based on the RP-2000 Combined Mortality Table (Projection 2022—Scale AA) for 
Males and Females.  Males’ ages are set-back two years through age 89 and no set-back for age 90 and 
above.  Females younger than age 80 are set back four years, one year set back from age 80 through 89 
and no set back from age 90 and above.   

 
Actuarial assumptions used in the June 30, 2016, valuation are based on the results of an actuarial 
experience study, effective July 1, 2012. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  

 
 

*10-year annualized geometric nominal returns, which include the real rate of return and inflation of 2.50 
percent and does not include investment expenses. The total fund long-term expected return reflects 
diversification among the asset classes and therefore is not a weighted average return of the individual 
asset classes.  
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NOTE 9 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – STRS (continued) 
 
Discount Rate The discount rate used to measure the total pension liability was 7.75 percent as of June 
30, 2016. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate increases 
described above. For this purpose, only employer contributions that are intended to fund benefits of 
current plan members and their beneficiaries are included.  Projected employer contributions that are 
intended to fund the service costs of future plan members and their beneficiaries, as well as projected 
contributions from future plan members, are not included.  Based on those assumptions, STRS’ fiduciary 
net position was projected to be available to make all projected future benefit payments to current plan 
members as of June 30, 2016.  Therefore, the long-term expected rate of return on pension plan 
investments of 7.75 percent was applied to all periods of projected benefit payment to determine the 
total pension liability as of June 30, 2016. 

 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the School's proportionate share of the net pension liability as of June 
30, 2016, calculated using the current period discount rate assumption of 7.75 percent, as well as what 
the School's proportionate share of the net pension liability would be if it were calculated using a discount 
rate that is one-percentage-point lower (6.75 percent) or one-percentage-point higher (8.75 percent) than 
the current rate: 
 

 
 
Changes Between Measurement Date and Report Date  In March 2017, the STRS Board adopted certain 
assumption changes which will impact their annual actuarial valuation prepared as of June 30, 2017.  The 
most significant change is a reduction in the discount rate from 7.75 percent to 7.45 percent.  In April 
2017, the STRS Board voted to suspend cost of living adjustments granted on or after July 1, 
2017.  Although the exact amount of these changes is not known, the overall decrease to School’s net 
pension liability is expected to be significant.   
 
 
 
 
 
 
 
 
 
 
 

1% Decrease

(6.75%)

Current 

Discount Rate

(7.75%)

1% Increase 

(8.75%)

School's Proportionate Share

  of the Net Pension Liability 6,006,991$          4,520,209$         3,266,021$         
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NOTE 10 - POSTEMPLOYMENT BENEFITS 
 
State Employees Retirement System (SERS) 
 
Health Care Plan Description - The School contributes to the SERS Health Care Fund, administered by SERS 
for non-certificated retirees and their beneficiaries.  For GASB 45 purposes, this plan is considered a cost-
sharing, multiple-employer, defined benefit other postemployment benefit (OPEB) plan.  The Health Care 
Plan includes hospitalization and physicians’ fees through several types of plans including HMO’s, PPO’s, 
Medicare Advantage, and traditional indemnity plans as well as a prescription drug program. The financial 
report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be obtained 
on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Health care is financed through a combination of employer contributions and 
retiree premiums, copays and deductibles on covered health care expenses, investment returns, and any 
funds received as a result of SERS’ participation in Medicare programs. Active employee members do not 
contribute to the Health Care Plan.  Retirees and their beneficiaries are required to pay a health care 
premium that varies depending on the plan selected, the number of qualified years of service, Medicare 
eligibility and retirement status. 
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required basic benefits, the Retirement Board 
allocates the remainder of the employer contribution of 14 percent of covered payroll to the Health Care 
Fund. For fiscal year 2017, SERS did not allocate any employer contributions to the Health Care fund.   In 
addition, employers pay a surcharge for employees earning less than an actuarially determined minimum 
compensation amount, pro-rated according to service credit earned. For fiscal year 2017, this amount was 
$23,500.  Statutes provide that no employer shall pay a health care surcharge greater than 2 percent of 
that employer’s SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the 
total statewide SERS-covered payroll for the health care surcharge. For fiscal year 2017, the School’s 
surcharge obligation was $2,308. 
 
For fiscal years 2016 and 2017, SERS did not allocate employer contributions to the Health Care fund.  The 
School’s contributions for health care for the fiscal year ended June 30, 2015, was $1,021. The full amount 
has been contributed for fiscal year 2015. 
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NOTE 10 - POSTEMPLOYMENT BENEFITS (continued) 
 
State Teachers Retirement System (STRS) 

 
Plan Description – The School participates in the cost-sharing multiple-employer defined benefit Health 
Plan administered by the State Teachers Retirement System of Ohio (STRS) for eligible retirees who 
participated in the defined benefit or combined pension plans offered by STRS.  Ohio law authorizes STRS 
to offer this plan.  Benefits include hospitalization, physicians’ fees, prescription drugs and reimbursement 
of monthly Medicare Part B premiums.  The Plan is included in the report of STRS which can be obtained 
by visiting www.strsoh.org or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS Ohio to offer the Plan and gives the 
Retirement Board authority over how much, if any, of the health care costs will be absorbed by STRS.  
Active employee members do not contribute to the Health Care Plan.  All benefit recipients, for the most 
recent year, pay a monthly premium.  Under Ohio law, funding for post-employment health care may be 
deducted from employer contributions.  For fiscal years 2017, 2016 and 2015, STRS did not allocate any 
employer contributions to post-employment health care; therefore, the School did not contribute to 
health care in the last three fiscal years. 

 

NOTE 11 - CONTINGENCIES  
 

Grants - The School received financial assistance from federal and state agencies in the form of grants.  
Amounts received from grantor agencies are subject to audit and adjustment by the grantor.  Any 
disallowed costs may require refunding to the grantor.  Amounts which may be disallowed, if any, are not 
presently determinable.  However, in the opinion of the School, any such adjustments will not have a 
material adverse effect on the financial position of the School.  
 
Litigation - There are currently no matters in litigation with the School as defendant. 

 
Full-time Equivalency - School foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  

 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE performed such a review on the School for fiscal year 2017.  
 
As of the date of this report, all ODE adjustments through fiscal year 2017 have been completed. In 
addition, the School’s contracts with their Sponsor and Management Company require payment based on 
revenues received from the State. A reconciliation between payments previously made and the FTE 
adjustments has taken place with these entrants.  
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NOTE 12 - SPONSOR CONTRACT 
 

The School contracted with as its sponsor and oversight services as required by law.  Sponsorship fees are 
calculated as a 2.25 percent of state funds received by the School from the State of Ohio. For the fiscal 
year ended June 30, 2017, the total sponsorship fees paid totaled $72,908.  
 

NOTE 13 - MANAGEMENT CONTRACT 
 

The School entered into an agreement with Schools, a local nonprofit management company, to provide 
legal, financial, and other management support services for fiscal year 2017. The agreement was for a 
period of five years beginning July 1, 2012. Management fees are calculated as 18% of the total revenues 
received from the State of Ohio. The total amount due from the School for the fiscal year ending June 30, 
2017 was $723,854 and is included under “Purchased Services” on the Statement of Revenues, Expenses 
and Changes in Net Position. 
 
The School terminated their management agreement with I CAN Schools on March 2, 2017 and entered 
into a new agreement with Accel Schools effective May 1, 2017 through June 30, 2027. Management fees 
are to be calculated as 18% of the total revenues received from the State of Ohio. $92,532 was accrued 
under this new agreement as of June 30, 2017. 
 
At the end of the fiscal year, I CAN Schools and other vendors provided debt forgiveness in the amount of 
$178,040. This forgiveness was applied against open obligations of the School that were owed to ICAN 
and the other vendors by the School.  

 

NOTE 14 - PURCHASED SERVICES 
 
For the period of July 1, 2016 through June 30, 2017, the School made the following purchased services 
commitments. 
 

Professional and Technical Services   $   1,030,481   
Property Services                398,564   
Utilities    116,892        
Travel and Meetings   592  

Communications    41,784         
Contractual Trade Services      193,070  
Pupil Transportation            330,452   

     $2,111,835     
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NOTE 15 - LEASE OBLIGATIONS 
  

On April 2, 2014, the School entered into a new lease with the Cleveland 40th Street, LLC who acquired 
the property from the Cleveland Cuyahoga County Port Authority who was the previous landlord.  The 
41,230 square feet of space located at 1906 East 40th Street in Cleveland, Ohio is used exclusively for 
educational purposes. The term of the lease is for a period of twelve years and is set to expire on August 
1, 2026.  Base rent expense for the fiscal year ended 2017 was $237,080. Future lease obligations are as 
follows: 

 
 
 
 
 
 
 
 
 

NOTE 16 – MANAGEMENT PLAN 
 
For fiscal year 2017, the School had a net position deficit of $(5,312,764). The School’s net deficit in fiscal 
year 2017 increased from the $(4,786,265) net deficit in fiscal 2016. Enrollment increased in fiscal year 
2017 to 383, up from 364 in fiscal year 2016.  The School’s ability to maintain a stable administrative and 
instructional team along with active advertising via print, radio, mailings and through referrals of current 
parents is anticipated to help produce the likelihood of future enrollment growth leading to surpluses and 
provide an opportunity for the school to recover from its prior deficits. 

FY2018  $      240,000  
FY2019  240,000  
FY2020  244,800  
FY2021 
FY2022  

 249,696 
249,696 

 

FY2023 - 2027  1,075,721  

         $2,299,913  
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2017 2016 2015 2014

School's Proportion of the Net Pension Liability 0.00602755% 0.00787739% 0.00707952% 0.00707952%

School's Proportionate Share of the Net Pension Liability 441,158$      449,492$      358,290$      420,996$      

School's Covered-Employee Payroll 131,071$      87,277$       74,229$       30,450$       

School's Proportionate Share of the Net Pension Liability 336.58% 515.02% 482.68% 1382.58%

as a Percentage of its Covered-Employee Payroll

Plan Fiduciary Net Position as a Percentage of the 62.98% 69.16% 71.70% 65.52%

Total Pension Liability

(1) Information prior to 2014 is not available.

Amounts presented as of the School's measurement date which is the prior fiscal year end.

 
  
Notes: 
School Employees Retirement System (SERS) 
             Changes of Benefit Terms: None. 

Changes of Assumptions: Amounts reported in 2017 reflect an adjustment of the rates of              
withdrawal, retirement and disability to more closely reflect actual experience and the expectation 
of retired life mortality was based on RP-2014 Blue Collar Mortality Tables and RP-2000 Disabled 
Mortality Table. The following reductions were also made to the actuarial assumptions: 

 
. Discount rate from 7.75% to 7.50% 

. Assumed rate of inflation from 3.25% to 3.00% 

. Payroll growth assumption from 4.00% to 3.50% 

. Assumed real wage growth from 0.75% to 0.50%
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2017 2016 2015 2014

School's Proportion of the Net Pension Liability 0.01350404% 0.01657565% 0.01473670% 0.01473670%

School's Proportionate Share of the Net Pension Liability 4,520,209$   4,581,024$   3,584,475$   4,269,804$   

School's Covered-Employee Payroll 1,754,914$   1,634,922$   1,459,624$   1,095,823$   

School's Proportionate Share of the Net Pension Liability 257.57% 280.20% 245.58% 389.64%

as a Percentage of its Covered-Employee Payroll

Plan Fiduciary Net Position as a Percentage of the 66.80% 72.10% 74.70% 69.30%

Total Pension Liability

(1) Information prior to 2014 is not available.

Amounts presented as of the School's measurement date which is the prior fiscal year end.
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2017 2016 2015 2014 2013 2012

Contractually Required Contribution 23,566$      18,350$      11,503$      10,288$      4,214$        4,019$        

Contributions in Relation to the Contractually 

Required Contribution (23,566)$     (18,350)$     (11,503)$     (10,288)$     (4,214)$       (4,019)$       

Contribution Deficiency (Excess) -$           -$           -$           -$           -$           -$           

School's Covered-Employee Payroll 168,329$    131,071$    87,277$      74,229$      30,450$      29,882$      

Contributions as a Percentage of

Covered-Employee Payroll 14.00% 14.00% 13.18% 13.86% 13.84% 13.45%

(1) Information prior to 2012 is not available.
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2017 2016 2015 2014 2013 2012

Contractually Required Contribution 203,129$     245,688$     228,889$     189,751$     142,457$     107,437$   

Contributions in Relation to the Contractually 

Required Contribution (203,129)$    (245,688)$    (228,889)$    (189,751)$    (142,457)$    (107,437)$  

Contribution Deficiency (Excess) -$            -$            -$            -$            -$            -$          

School's Covered-Employee Payroll 1,450,921$  1,754,914$  1,634,922$  1,459,624$  1,095,823$  826,438$   

Contributions as a Percentage of

Covered-Employee Payroll 14.00% 14.00% 14.00% 13.00% 13.00% 13.00%

(1) Information prior to 2012 is not available.
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February 21, 2018 
 
To the Board of Trustees  
University of Cleveland Preparatory 
1906 East 40th Street 
Cleveland, Ohio 44103 
 

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 
and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the University of 
Cleveland Preparatory, Cuyahoga County, Ohio (the “School”) as of and for the year ended June 30, 
2017, and the related notes to the financial statements, which collectively comprise the School’s basic 
financial statements, and have issued our report thereon dated February 21, 2018, in which we noted the 
School has suffered recurring losses from operations and has a net position deficit of $5,312,764, 
including the net effect of net pension liability and related accruals totaling $4,061,241, that raises 
substantial doubt about its ability to continue as a going concern.  
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School's internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate in 
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the School’s internal control. Accordingly, we 
do not express an opinion on the effectiveness of the School’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with 
governance.  
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified. 
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University of Cleveland Preparatory 
Independent Auditor’s Report on Internal Control over Financial Reporting and on  

Compliance and Other Matters Based on an Audit of Financial Statements  
Performed in Accordance with Government Auditing Standards 

Page 2 of 2 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 
results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 

 
 

 
Medina, Ohio 
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Board of Directors 
West Park Academy 
12913 Bennington Avenue 
Cleveland, Ohio  44133-3761 
 
 
We have reviewed the Independent Auditor’s Report of the West Park Academy, Cuyahoga 
County, prepared by Rea & Associates, Inc., for the audit period July 1, 2018 through June 30, 
2019.  Based upon this review, we have accepted these reports in lieu of the audit required by 
Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying financial 
statements and, accordingly, we are unable to express, and do not express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The West Park Academy is responsible for 
compliance with these laws and regulations. 
 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
January 28, 2020  
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December 18, 2019 
 
To the Board of Directors 
West Park Academy 
Cuyahoga County, Ohio 
12913 Bennington Avenue 
Cleveland, Ohio 44135 
 

Independent Auditor's Report 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the West Park Academy, Cuyahoga County, 
Ohio, (the “School”) as of and for the year ended June 30, 2019, and the related notes to the financial 
statements, which collectively comprise the School’s basic financial statements as listed in the table of 
contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the School’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the School’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating 
the appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
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Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the School, as of June 30, 2019, and the changes in its financial position and its cash 
flows for the year then ended in accordance with accounting principles generally accepted in the United 
States of America. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the School’s Proportionate Share of the Net Pension Liability, 
Schedule of the School’s Contributions-Pension, Schedule of the School’s Proportionate Share of the Net 
OPEB Liability/(Asset), and Schedule of the School’s Contributions-OPEB as listed in the table of 
contents be presented to supplement the basic financial statements. Such information, although not a part 
of the basic financial statements, is required by the Governmental Accounting Standards Board who 
considers it to be an essential part of financial reporting for placing the basic financial statements in an 
appropriate operational, economic, or historical context. We have applied certain limited procedures to 
the required supplementary information in accordance with auditing standards generally accepted in the 
United States of America, which consisted of inquiries of management about the methods of preparing the 
information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic 
financial statements. We do not express an opinion or provide any assurance on the information because 
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance. 
 
Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated December 18, 
2019 on our consideration of the School’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the School’s internal control over financial reporting or on compliance. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards in considering the 
School’s internal control over financial reporting and compliance. 

             
              Cambridge, Ohio 
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The discussion and analysis of the West Park Academy’s (the School) financial performance provides an 
overall review of the School’s financial activities for the fiscal year ended June 30, 2019.  The intent of 
this discussion and analysis is to look at the School’s financial performance as a whole; readers should 
also review the basic financial statements and notes to the basic financial statements to enhance their 
understanding of the School’s financial performance.  
 
The Management’s Discussion and Analysis (MD&A) is an element of the reporting model adopted by 
the Governmental Accounting Standard Board (GASB) in their Statement No. 34 Basic Financial 
Statements – and Management’s Discussion and Analysis – for State and Local Governments issued 
June 1999.  Certain comparative information between the current year and the prior year is required to be 
presented in the MD&A.   
 
Financial Highlights 
 

• In total, net position decreased $119,246, which is a 7 percent change from 2018. 
 
• Total assets increased $107,184 during 2019.  

 
• Liabilities decreased $543,989 during 2019. 

 
The net pension liability (NPL) is the largest single liability reported by the School at June 30, 2019, and 
is reported pursuant to GASB Statement 68, Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27.   In a prior period, the School also adopted GASB Statement 75, 
Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions.  For reasons 
discussed below, many end users of this financial statement will gain a clearer understanding of the 
School’s actual financial condition by adding deferred inflows related to pension and OPEB, the net 
pension liability and the net OPEB liability to the reported net position and subtracting deferred outflows 
related to pension and OPEB and the net OPEB asset. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension/OPEB liability.  GASB 68 and GASB 75 take an 
earnings approach to pension and OPEB accounting; however, the nature of Ohio’s statewide 
pension/OPEB plans and state law governing those systems requires additional explanation in order to 
properly understand the information presented in these statements. 

 
GASB 68 and GASB 75 require the net pension liability and the net OPEB asset/liability to equal the 
School’s proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service.  

2 Minus plan assets available to pay these benefits. 
 
 

Attachment 26: Audited Financial Statements Page 5632



West Park Academy 
Cuyahoga County, Ohio 

Management’s Discussion and Analysis 
For the Fiscal Year Ended June 30, 2019 

(Unaudited) 
 

 

4 
 

GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, 
benefits, and the promise of a future pension and other postemployment benefits.  GASB noted that the 
unfunded portion of this promise is a present obligation of the government, part of a bargained-for benefit 
to the employee, and should accordingly be reported by the government as a liability since they received 
the benefit of the exchange.  However, the School is not responsible for certain key factors affecting the 
balance of these assets/liabilities.  In Ohio, the employee shares the obligation of funding pension benefits 
with the employer.  Both employer and employee contribution rates are capped by State statute.  A 
change in these caps requires action of both Houses of the General Assembly and approval of the 
Governor.  Benefit provisions are also determined by State statute.  The Ohio revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients.  The retirement 
systems may allocate a portion of the employer contributions to provide for these OPEB benefits. 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a 
specific, legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension/OPEB plan as against the public employer.  State law 
operates to mitigate/lessen the moral obligation of the public employer to the employee, because all 
parties enter the employment exchange with notice as to the law.  For STRS, the plan’s fiduciary net 
OPEB position was sufficient to cover the plan’s total OPEB liability resulting in a net OPEB asset for 
fiscal year 2019 that is allocated to each school based on its proportionate share. The retirement system is 
responsible for the administration of the pension and OPEB plans.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability reported by the retirement boards. As 
explained above, changes in benefits, contribution rates, and return on investments affect the balance of 
these liabilities, but are outside the control of the local government.  In the event that contributions, 
investment returns, and other changes are insufficient to keep up with required payments, State statute 
does not assign/identify the responsible party for the unfunded portion.  Due to the unique nature of how 
the net pension liability and the net OPEB liability are satisfied, these liabilities are separately identified 
within the long-term liability section of the statement of net position. 
 
In accordance with GASB 68 and GASB 75, the School’s statements include an annual pension expense 
and an annual OPEB expense for their proportionate share of each plan’s change in net pension liability 
and net OPEB asset/liability, respectively, not accounted for as deferred inflows/outflows.  
 
Using this Financial Report 
 
This report consists of required supplementary information, financial statements, and notes to the 
financial statements and notes to the required supplementary information. The financial statements 
include a Statement of Net Position, a Statement of Revenues, Expenses and Changes in Net Position, and 
a Statement of Cash Flows. 
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Statement of Net Position 
 

The Statement of Net Position answers the question of how well the School performed financially during 
2019. This statement includes all assets, deferred outflows of resources, liabilities, deferred inflows of 
resources, and net position, both financial and capital and current and long-term, using the accrual basis 
of accounting, which is the accounting used by most private-sector companies. This basis of accounting 
takes into account all revenues and expenses during the year, regardless of when the cash is received or 
expended.  
 
Table 1 provides a summary of the School’s Net Position for fiscal year 2019 and fiscal year 2018. 
 

2019 2018 Change
Assets
Current Assets 119,688$       91,911$         27,777$         
Net OPEB Asset 79,407 0 79,407
Total Assets 199,095 91,911 107,184

Deferred Outflows 387,922 1,153,155 (765,233)

Liabilities
Current Liabilities 43,052 28,214 14,838
Long Term Liabilities 1,350,738 1,909,565 (558,827)
Total Liabilities 1,393,790 1,937,779 (543,989)

Deferred Inflows 958,078 952,892 5,186

Net Position
Unrestricted (1,764,851) (1,645,605) (119,246)
Total Net Position (1,764,851)$   (1,645,605)$   (119,246)$      

(Table 1)
Statement of Net Position

 
The increase in current assets and current liabilities is primarily caused by an increase in grant funding 
receivable/payable related to federal and State grants incurred but not yet received and correlating percent 
owed to the management company.  
 
There was a significant change in net pension/OPEB liability/asset for the School.  These fluctuations are 
due to changes in the actuarial liabilities/assets and related accruals that are passed through to the 
School’s financial statements  All components of pension and OPEB accruals contribute to the 
fluctuations in deferred outflows/inflows and NPL/NOL/NOA and are described in more detail in their 
respective notes. 
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Statement of Revenues, Expenses, and Changes in Net Position 
 
Table 2 shows the changes in net position for fiscal year 2019 and 2018. 

 

2019 2018 Change

Operating Revenue 2,032,838$     1,871,725$     161,113$       
Non-Operating Revenue 508,910 403,735 105,175
Total Revenue 2,541,748 2,275,460 266,288

Operating Expenses 2,660,994 1,892,785 768,209

Change In Net Position (119,246)$      382,675$       (501,921)$      

(Table 2)
Change in Net Position

 
 
The School’s operating and non-operating revenues in 2019 were based on the School’s full-time 
equivalent (FTE) and the School’s federal grant funding received throughout the year. The increase in 
School’s revenue was primarily caused by the increase in student enrollment. The School’s most 
significant expenses, “Purchased Services: Management Fees” are a result of the management agreement 
in place between the School and ACCEL Schools Ohio, LLC. The agreement provides that specific 
percentages of the revenues received by the School will be paid to ACCEL Schools Ohio, LLC to fund 
operations (see notes to the financial statements, note 8).  
 
The changes in Pension and OPEB expense are primarily associated to changes in the School’s 
proportionate share of the net pension liability, net OPEB liability/asset and related accruals. As 
previously indicated, these items are explained in detail within their respective notes. 
 
Current Financial Issues 
 
West Park Academy received revenue for 216 students in 2019. State law governing community schools 
allows for the School to have open enrollment across traditional school district boundaries.   
 
The School receives its support almost entirely from state aid. Per pupil revenue from state aid for the 
School averaged $9,411 in fiscal year 2019. The School receives additional revenues from grant 
subsidies. 
 
Although there is a possibility that State aid will be cut in future years due to the economic climate, the 
School feels that the relationship with the management company will insulate them from any significant 
change. The relationship brings stability to the School since specific percentages of revenues are payable 
to the management company (See notes to the basic financials statements, note 8). 
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Contacting the School’s Financial Management 
 
This financial report is designed to provide our readers with a general overview of the School’s finances 
and to show the School’s accountability for the money it receives.  If you have questions about this report 
or need additional information, contact the Fiscal Officer at 3320 West Market Street, Suite 300, 
Fairlawn, Ohio 44333. 
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ASSETS

Current Assets
Cash & Cash Equivalents 77,357$                      
Prepaid Insurance 886
Accounts Receivable 69
Grant Funding Receivable 41,376
Total Current Assets 119,688

Noncurrent Assets
Net OPEB Asset 79,407

Total Assets 199,095

DEFERRED OUTFLOWS OF RESOURCES
Pension 362,860
OPEB 25,062
Total Deferred Outflows of Resources 387,922

LIABILITIES

Current Liabilities
Accounts Payable 1,676
Grant Funding Payable 41,376
Total Current Liabilities 43,052

Long Term Liabilities
Net Pension Liability 1,263,523
Net OPEB Liability 87,215
Total Long Term Liabilities 1,350,738

Total Liabilities 1,393,790

DEFERRED INFLOWS OF RESOURCES
Pension 737,743
OPEB 220,335
Total Deferred Inflows of Resources 958,078

NET POSITION
Unrestricted Net Position (1,764,851)
Total Net Position (1,764,851)$                

Statement of Net Position
Cuyahoga County, Ohio

West Park Academy

June 30, 2019

8
See accompanying notes to the basic financial statements.
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OPERATING REVENUES

State Basic Aid 1,979,396$                 
Facilities Aid 42,218
Casino Revenue 11,224

Total Operating Revenues 2,032,838

OPERATING EXPENSES

Purchased Services: Management Fees 1,912,923
Purchased Services: Grant Programs 495,454
Pension & OPEB Expense 132,185
Sponsorship Fees 59,307
Other Expenses 61,125

Total Operating Expenses 2,660,994

Operating Income (Loss) (628,156)

NON-OPERATING REVENUES

Federal and State Grants 495,455
Miscellaneous 13,455

Total Non-Operating Revenues 508,910

Change in Net Position (119,246)

Net Position Beginning of Year (1,645,605)

Net Position End of Year (1,764,851)$                

Statement of Revenues, Expenses, and Changes in Net Position
For the Fiscal Year Ended June 30, 2019

West Park Academy
Cuyahoga County, Ohio

9
See accompanying notes to the basic financial statements.
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INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH FLOWS FROM OPERATING ACTIVITIES

Cash Received From State Aid 2,032,838$                 
Cash Payments To Management Company (2,416,121)
Cash Payments to Sponsor (59,307)
Other Cash Payments (61,125)

                                     
Net Cash Used For Operating Activities (503,715)

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Cash Received From Grant Programs 495,455
Cash Received From Miscellaneous Sources 13,455

Net Cash Received From Noncapital Financing Activities 508,910

Net Increase in Cash and Cash Equivalents 5,195

Cash and Cash Equivalents at Beginning of Year 72,162
                                    

Cash and Cash Equivalents at End of Year 77,357$                      
                                    

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH
USED FOR OPERATING ACTIVITIES

Operating Income (Loss) (628,156)$                  

ADJUSTMENTS TO RECONCILE OPERATING INCOME (LOSS) TO NET
CASH USED FOR OPERATING ACTIVITIES

Changes in Assets, Liabilities, and Deferred Outflows/Inflows:
Accounts Receivable (69)
Deferred Outflows of Resources 765,233
Deferred Inflows of Resources 5,186
Net OPEB Asset (79,407)
Net Pension/OPEB Liability (558,827)
Accounts Payable (7,675)

                                     
Total Adjustments 124,441

                                    
Net Cash Used For Operating Activities (503,715)$                  

For the Fiscal Year Ended June 30, 2019

West Park Academy
Cuyahoga County, Ohio
Statement of Cash Flows

10
See accompanying notes to the basic financial statements.
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NOTE 1 - DESCRIPTION OF THE SCHOOL AND REPORTING ENTITY 
 

West Park Academy (the School) is a federal tax exempt 501(c)(3) and state nonprofit corporation established 
pursuant to Ohio Rev. Code Chapters 3314 and 1702 to maintain and provide a school exclusively for any 
educational, literary, scientific and related teaching service. The School, which is part of the State’s education 
program, is independent of any school district.  The School may sue and be sued, acquire facilities as needed, 
and contract for any services necessary for the operation of the School.  

 
The School contracts with ACCEL Schools Ohio, LLC for most of its functions (see note 8).   

 
The School signed a contract with Ohio Department of Education (Sponsor) to operate through June 30, 2019. 
The School operates under a self-appointing, five-member Board of Directors (the Board).  The School’s Code 
of Regulations specify that vacancies that arise on the Board will be filled by the appointment of a successor 
director by a majority vote of the then existing directors. The Board is responsible for carrying out the 
provisions of the contract with the Sponsor, which include, but are not limited to, state-mandated provisions 
regarding student population, curriculum, academic goals, performance standards, admission standards, and 
qualifications of teachers. The School has one instructional/support facility, which is leased by ACCEL 
Schools Ohio, LLC. The facility is staffed with teaching personnel employed by ACCEL Schools Ohio, LLC, 
who provide services to 216 students. 
 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The financial statements of the School have been prepared in conformity with generally accepted accounting 
principles as applied to governmental nonprofit organizations. The Governmental Accounting Standards Board 
(GASB) is the accepted standard-setting body for establishing governmental accounting and financial reporting 
principles. The more significant of the School’s accounting policies are described on the following pages. 
 
Basis of Presentation 

 
The School’s financial statements consist of a Statement of Net Position, a Statement of Revenues, Expenses 
and Changes in Net Position, and a Statement of Cash Flows. Enterprise fund reporting focuses on the 
determination of the change in Net Position, financial position and cash flows. 

 
Auditor of State of Ohio Bulletin No. 2000-005 requires the presentation of all financial activity to be reported 
within one enterprise fund for year-end reporting purposes. Enterprise accounting is used to account for 
operations that are financed and operated in a manner similar to private business enterprises where the intent is 
that the costs (expenses) of providing goods or services to the general public on a continuing basis be financed 
or recovered primarily through user charges. 

 
Measurement Focus and Basis of Accounting 

 
The accounting and financial reporting treatment applied to a fund is determined by its measurement focus.  
Enterprise accounting uses a flow of economic resources measurement focus.  With this measurement focus, all 
assets and deferred outflows of resources as well as all liabilities and deferred inflows of resources are included 
on the Statement of Net Position.  Operating statements present increases (i.e., revenues) and decreases (i.e., 
expenses) in Net Position. The accrual basis of accounting is utilized for reporting purposes.  Revenues are 
recognized when they are earned, and expenses are recognized when they are incurred. 
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Budgetary Process 
 
Community schools are statutorily required to adopt a budget by Ohio Revised Code 3314.032(C).  However, 
unlike traditional public schools located in the State of Ohio, community schools are not required to follow the 
specific budgetary process and limits set forth in the Ohio Revised Code Chapter 5705, unless specifically 
provided in the contract between the School and its Sponsor. The contract between the School and its Sponsor 
does not require the School to follow the provisions Ohio Revised Code Chapter 5705; therefore, no budgetary 
information is presented in the basic financial statements.   
 
Cash and Cash Equivalents 

 
All cash received by the School is maintained in a demand deposit account. 
  
Intergovernmental Revenues 
 
The School currently participates in the State Foundation Program, Facilities Aid and casino tax distributions, 
which are reflected under “Operating revenues” on the Statement of Revenues, Expenses, and Changes in Net 
Position.  Revenues received from these programs are recognized as operating revenue in the accounting period 
in which all eligibility requirements have been met. 

 
Non-exchange transactions, in which the School receives value without directly giving equal value in return, 
include grants, entitlements, and contributions. Grants, entitlements, and contributions are recognized as non-
operating revenues in the accounting period in which all eligibility requirements have been met. 
 
Eligibility requirements include timing requirements, which specify the year when the resources are required to 
be used or the fiscal year when use is first permitted; matching requirements, in which the School must provide 
local resources to be used for a specified purpose; and expenditure requirements, in which the resources are 
provided to the School on a reimbursement basis. 
 
Capital Assets and Depreciation 

 
For purposes of recording capital assets, the Board has a capitalization threshold of $5,000.  
 
Use of Estimates 

 
In preparing the financial statements, management is sometimes required to make estimates and assumptions 
that affect the reported amounts of assets and deferred outflows of resources, and liabilities and deferred 
inflows of resources, the disclosure of contingent assets and liabilities at the date of the financial statements, 
and the reported amounts of revenues and expenses during the reporting period.  Actual results could differ 
from those estimates. 
 
Net Position 
 
Net Position represents the difference between assets and deferred outflows of resources, and liabilities and 
deferred inflows of resources. All of the School's Net position is unrestricted. The School applies restricted 
resources first when an expense is incurred for purposes for which both restricted and unrestricted net position 
is available. 
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Operating Revenues and Expenses 
 
Operating revenues are those revenues that are generated directly from the School’s primary activities. For the 
School, these revenues are primarily state aid payments. Operating expenses are necessary costs incurred to 
provide the goods and services that are the primary activities of the School. Revenues and expenses not 
meeting this definition are reported as non-operating. 

 
Pensions and Other Postemployment Benefits (OPEB) 
 
For purposes of measuring the net pension/OPEB asset/liability, deferred outflows of resources and deferred 
inflows of resources related to pension/OPEB, and pension/OPEB expense; information about the fiduciary net 
position of the pension/OPEB plans and additions to/deductions from their fiduciary net positon have been 
determined on the same basis as they are reported by the pension/OPEB plan.  For this purpose, benefit 
payments (including refunds of employee contributions) are recognized when due and payable in accordance 
with the benefit terms.  The pension/OPEB plans report investments at fair value. 
 
Deferred Outflows/Inflows of Resources  
 
In addition to assets, the statements of financial position will sometimes report a separate section for deferred 
outflows of resources. Deferred outflows of resources represent a consumption of net position that applies to a 
future period and will not be recognized as an outflow of resources (expense/expenditure) until then. For the 
School, deferred outflows of resources are reported on the statement of net position for pension and OPEB. 
The deferred outflows of resources related to pension and OPEB plans are explained in Notes 11 and 12. 
 
In addition to liabilities, the statements of financial position report a separate section for deferred inflows of 
resources. Deferred inflows of resources represent an acquisition of net position that applies to a future period 
and will not be recognized until that time. For the School, deferred inflows of resources include pension and 
OPEB, which are reported on the statement of net position. (See Notes 11 and 12). 

 
Prepaids 

 
Payments made to vendors for services that will benefit periods beyond June 30, 2019, are recorded as prepaid 
items using the consumption method.  A current asset for the prepaid amount is recorded at the time of 
purchase and an expenditure/expense is reported in the year which services are consumed. 
 
NOTE 3 – IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES  
 
For the fiscal year ended June 30, 2019, the School has implemented Governmental Accounting Standards 
Board (GASB) Statement No. 83, Certain Asset Retirement Obligations and GASB Statement No. 88, Certain 
Disclosures Related to Debt, including Direct Borrowings and Direct Placements. 
 
GASB Statement No. 83 establishes criteria for determining the timing and pattern of recognition of a liability 
and a corresponding deferred outflow of resources for asset retirement obligations. The implementation of 
GASB Statement No. 83 did not have an effect on the financial statements of the School. 
 
GASB Statement No. 88 establishes additional financial statement note disclosure requirements related to debt 
obligations of governments, including direct borrowings and direct placements. The implementation of GASB 
Statement No. 88 did not have an effect on the financial statements of the School. 
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NOTE 4 - DEPOSITS AND INVESTMENTS 
 

Protection of the School’s deposits is provided by the Federal Deposit Insurance Corporation (FDIC), by 
eligible securities pledged by the financial institution as security for repayment, or by the financial institutions 
participation in the Ohio Pooled Collateral System (OPCS), a collateral pool of eligible securities deposited 
with a qualified trustee and pledged to the Treasurer of State to secure the repayment of all public monies 
deposited in the financial institution. 
 
NOTE 5 - GRANT FUNDING RECEIVABLE/PAYABLE 
 
The School has recorded “Grant funding receivable” in the amount of $41,376 to account for the remainder of 
State and Federal awards allocated to the School, but not received as of June 30, 2019. 

 
Under the terms of the management agreement (see note 8), the School has recorded a liability to ACCEL 
Schools Ohio, LLC in the amount of $41,376 for 100 percent of any State and Federal monies uncollected or 
unpaid to ACCEL Schools Ohio, LLC as of June 30, 2019. 
 
NOTE 6 - CAPITAL ASSETS AND DEPRECIATION 
 

For the year ended June 30, 2019, there were no capital assets. 
 

NOTE 7 - RISK MANAGEMENT 
 

Property and Liability  
 
The School is exposed to various risks of loss related to torts; theft or damage to, and destruction of assets; 
errors and omissions; injuries to employees; and natural disasters. As part of its management agreement with, 
ACCEL Schools Ohio, LLC, ACCEL Schools Ohio, LLC has contracted with an insurance company for 
property and general liability insurance pursuant to the management agreement (see note 8).  There was no 
significant reduction in insurance coverage from the prior year and there have not been any claims exceeding 
coverage the past three years. 

 
Director and Officer 
 

Coverage has been purchased by the School with a $1,000,000 aggregate limit and a $5,000 or $10,000 
deductible, depending on the claim. 
 
NOTE 8 - AGREEMENT WITH ACCEL SCHOOLS OHIO, LLC 
 
Effective July 1, 2018, the School entered into a management agreement (Agreement) with ACCEL Schools 
Ohio, LLC, which is an educational consulting and Management Company. The term of the Agreement with 
ACCEL Schools Ohio LLC is for two years, from July 1, 2018 through June 30, 2020, unless terminated 
before the expiration date. The Agreement will automatically renew for a term consistent with the length of a 
renewal or new sponsor agreement unless one party notifies the other party not less than twelve months prior to 
the expiration of the then-current term of its intention not to renew this Agreement. Substantially all functions 
of the School have been contracted to ACCEL Schools Ohio, LLC.  ACCEL Schools Ohio, LLC is responsible 
and accountable to the School’s Board of Directors for the administration and operation of the School. The 
School is required to pay ACCEL Schools Ohio, LLC a monthly continuing fee of 94.1% of the Qualified 
Gross Revenues for up to the first 219 students and 96% of the Qualified Gross Revenues for the 220th student 
and any additional students during fiscal year 2019; 94.1% of the Qualified Gross Revenues for up to the first 
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226 students and 96% of the Qualified Gross Revenues for the 227th student and any additional students 
during fiscal year 2020; and 96% of the Qualified Gross Revenues in subsequent years. “Qualified Gross 
Revenues” are defined in the Agreement as all revenues and income received by the School except for 
charitable contributions and other miscellaneous revenues and ACCEL Schools Ohio, LLC shall receive 100 
percent of any and all grants or funding of any kind generated by ACCEL Schools Ohio, LLC, and its affiliates 
beyond the regular per pupil state funding received by the School, subject to any terms and conditions attached 
to the grants, if any.  The continuing fee is paid to ACCEL Schools Ohio, LLC based on the qualified gross 
revenues.  
 
The School had purchased service expenses for the year ended June 30, 2019, to ACCEL Schools Ohio, LLC, 
of $2,408,377 of which $41,376 was payable to ACCEL Schools Ohio, LLC at June 30, 2019. ACCEL 
Schools Ohio, LLC will be responsible for all costs incurred in providing the educational program at the 
School, which include but are not limited to, salaries and benefits of all personnel, curriculum materials, 
textbooks, library books, computers and other equipment, software, supplies, building payments, maintenance, 
capital, and insurance. 
 
NOTE 9 - SPONSORSHIP FEES 
 
Under Paragraph D(5) of the sponsor contract with ODE, it states that the School “…shall pay to the Sponsor 
the amount of three percent (3%) of the total state funds received each year, in consideration for the time, 
organization, oversight, fees and costs of the Sponsor pursuant to this contract.”  Such fees are paid to the ODE 
monthly. As indicated on the Statement of Revenues, Expenses, and Changes in Net Position, the School 
incurred $59,307 in sponsorship fees to the Sponsor. 
 
NOTE 10 - MANAGEMENT COMPANY EXPENSES 
 
As of June 30, 2019, ACCEL Schools Ohio, LLC and its affiliates incurred the following expenses on behalf 
of the School: 

 
Regular 

Instruction
(1100 Function 

Codes)

Special 
Instruction

(1200 Function 
Codes)

Support 
Services

(2000 Function 
Codes)

Non-Instructional 
(3000 through 
7000 Function 

Codes)

Total

Direct Expenses: 
Salaries & Wages (100 Object Codes) 493,369$        177,320$        121,908$        -$                     792,597$      
Employees’ Benefits (200 Object Codes) 145,711          41,387            34,487            -                       221,585        
Professional & Technical Services (410 Object Codes) 55,174            153,892          214,610          -                       423,676        
Property Services (420 Object Codes) -                  -                  428,498          -                       428,498        
Utilities (450 Object Codes) -                  -                  70,762            -                       70,762          
Contracted Craft or Trade Services (460 Object Codes) -                  -                  -                  124,130               124,130        
Transportation (480 Object Codes) -                  -                  45,907            -                       45,907          
Supplies (500 Object Codes) 38,781            2,165              26,237            -                       67,183          
Other Direct Costs (All Other Object Codes) -                  -                  115,868          -                       115,868        
Indirect Expenses: 
Overhead -                  -                  185,034          -                       185,034        

Total Expenses 733,035$        374,764$        1,243,311$     124,130$             2,475,240$   
  

 
Overhead charges are assigned to the School based on a percentage of FTE headcount.  These charges 
represent the indirect cost of services provided in the operation of the School.  Such services include, but are 
not limited to facilities management, equipment, operational support services, management and management 
consulting, board relations, human resources management, training and orientation, financial reporting and 
compliance, purchasing and procurement, education services, technology support, marketing and 
communications.  
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NOTE 11 - DEFINED BENEFIT PENSION PLANS 
 
Net Pension Liability 
 
The net pension liability reported on the statement of net position represents a liability to employees for 
pensions. Pensions are a component of exchange transactions—between an employer and its employees—of 
salaries and benefits for employee services.  Pensions are provided to an employee—on a deferred-payment 
basis—as part of the total compensation package offered by an employer for employee services each financial 
period.  The obligation to sacrifice resources for pensions is a present obligation because it was created as a 
result of employment exchanges that already have occurred. 

 
The net pension liability represents the School’s proportionate share of each pension plan’s collective actuarial 
present value of projected benefit payments attributable to past periods of service, net of each pension plan’s 
fiduciary net position.  The net pension liability calculation is dependent on critical long-term variables, 
including estimated average life expectancies, earnings on investments, cost of living adjustments and others.  
While these estimates use the best information available, unknowable future events require adjusting this 
estimate annually.   

 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The School 
cannot control benefit terms or the manner in which pensions are financed; however, the School does receive 
the benefit of employees’ services in exchange for compensation including pension.  

 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from employee 
services; and (2) State statute requires all funding to come from these employers.  All contributions to date 
have come solely from these employers (which also includes costs paid in the form of withholdings from 
employees).  State statute requires the pension plans to amortize unfunded liabilities within 30 years.  If the 
amortization period exceeds 30 years, each pension plan’s board must propose corrective action to the State 
legislature.  Any resulting legislative change to benefits or funding could significantly affect the net pension 
liability.  Resulting adjustments to the net pension liability would be effective when the changes are legally 
enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability.   

 
Plan Description - School Employees Retirement System (SERS) 
 
Plan Description – School non-teaching employees participate in SERS, a statewide, cost-sharing multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability and 
survivor benefits to plan members and beneficiaries.  Authority to establish and amend benefits is provided by 
Ohio Revised Code Chapter 3309.  SERS issues a publicly available, stand-alone financial report that includes 
financial statements, required supplementary information and detailed information about SERS’ fiduciary net 
position.  That report can be obtained by visiting the SERS website at www.ohsers.org under Employers/Audit 
Resources.  
 
Age and service requirements for retirement are as follows: 
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Eligible to Retire before Eligible to Retire on or after
August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.  
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that varies 
based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of service credit 
over 30.  Final average salary is the average of the highest three years of salary. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and the 
School is required to contribute 14 percent of annual covered payroll.  The contribution requirements of plan 
members and employers are established and may be amended by the SERS’ Retirement Board up to statutory 
maximum amounts of 10 percent for plan members and 14 percent for employers.  The Retirement Board, 
acting with the advice of the actuary, allocates the employer contribution rate among four of the System’s 
funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care Fund).  For the fiscal year 
ended June 30, 2019, the allocation to pension, death benefits, and Medicare B was 13.5 percent.  SERS 
allocated 0.5 percent of employer contributions to the Health Care Fund for fiscal year 2019. 
 
The School’s contractually required contribution to SERS was $11,003 for fiscal year 2019.  
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS issues a 
stand-alone financial report that includes financial statements, required supplementary information and detailed 
information about STRS’ fiduciary net position.  That report can be obtained by writing to STRS, 275 E. 
Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the STRS Web site at 
www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined Contribution 
(DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307. For the DB 
Plan, from August 1, 2015–July 1, 2017, any member could retire with reduced benefits who had (1) five years 
of service credit and age 60; (2) 26 years of service credit and age 55; or (3) 30 years of service credit 
regardless of age. Effective August 1, 2017–July 1, 2019, any member may retire with reduced benefits who 
has (1) five years of service credit and age 60; (2) 27 years of service credit and age 55; or (3) 30 years of 
service credit regardless of age. Eligibility changes will continue to be phased in through August 1, 2026, when 
retirement eligibility for unreduced benefits will be five years of service credit and age 65, or 35 years of 
service credit and at least age 60. Retirement eligibility for reduced benefits will be five years of service credit 
and age 60, or 30 years of service credit regardless of age. 
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The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by the 
member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined benefit 
unfunded liability.  Effective July 1, 2017, employer contributions of 9.53 percent are placed in the investment 
accounts and the remaining 4.47 percent of the 14 percent employer rate is allocated to the defined benefit 
unfunded liability. A member is eligible to receive a retirement benefit at age 50 and termination of 
employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent of 
the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. In the 
Combined Plan, member contributions are allocated among investment choices by the member, and employer 
contributions are used to fund a defined benefit payment. A member’s defined benefit is determined by 
multiplying one percent of the member’s final average salary by the member’s years of service credit. The 
defined benefit portion of the Combined Plan payment is payable to a member on or after age 60 with five 
years of service. The DC portion of the account may be taken as a lump sum or converted to a lifetime monthly 
annuity at age 50 and termination of employment. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer to 
another STRS plan.  The optional annuitization of a member’s defined contribution account or the defined 
contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS bearing the 
risk of investment gain or loss on the account.  STRS has therefore included all three plan options as one 
defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be disabled 
may qualify for a disability benefit.  Eligible survivors of members who die before service retirement may 
qualify for monthly benefits.  New members on or after July 1, 2013, must have at least ten years of qualifying 
service credit to apply for disability benefits.  Members in the DC Plan who become disabled are entitled only 
to their account balance.  If a member of the DC Plan dies before retirement benefits begin, the member’s 
designated beneficiary is entitled to receive the member’s account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers Retirement 
Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 30, 2019, plan 
members were required to contribute 14 percent of their annual covered salary. The School was required to 
contribute 14 percent; the entire 14 percent was the portion used to fund pension obligations.  The fiscal year 
2019 contribution rates were equal to the statutory maximum rates. 

 
The School’s contractually required contribution to STRS was $97,061 for fiscal year 2019.   
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
 
The net pension liability was measured as of June 30, 2018, and the total pension liability used to calculate the 
net pension liability was determined by an independent actuarial valuation as of that date. The School's 
employer allocation percentage of the net pension liability was based on the employer’s share of employer 
contributions in the pension plan relative to the total employer contributions of all participating employers. 
Following is information related to the proportionate share and pension expense: 
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SERS STRS Total
Proportion of the Net Pension Liability:

Current Measurement Date 0.00309000% 0.00494163%
Prior Measurement Date 0.00267650% 0.00606889%

Change in Proportionate Share 0.00041350% -0.00112726%

Proportionate Share of the Net 
  Pension Liability 176,970$             1,086,553$         1,263,523$         
Pension Expense 22,015$              419,583$           441,598$            

 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to the 
difference between projected and actual investment earnings, differences between expected and actual actuarial 
experience, changes in assumptions and changes in the School’s proportion of the collective net pension 
liability. The deferred outflows and deferred inflows are to be included in pension expense over current and 
future periods. The difference between projected and actual investment earnings is recognized in pension 
expense using a straight line method over a five year period beginning in the current year. Deferred outflows 
and deferred inflows resulting from changes in sources other than differences between projected and actual 
investment earnings are amortized over the average expected remaining service lives of all members (both 
active and inactive) using the straight line method. Employer contributions to the pension plan subsequent to 
the measurement date are also required to be reported as a deferred outflow of resources.  
 
At June 30, 2019 the School reported deferred outflows of resources and deferred inflows of resources related 
to pensions from the following sources:  

SERS STRS Total
Deferred Outflows of Resources
Differences between Expected and 
  Actual Experience 9,705$                25,080$             34,785$             
Changes of Assumptions 3,995 192,558 196,553
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 13,794 9,664 23,458
School Contributions Subsequent to the 
  Measurement Date 11,003 97,061 108,064
Total Deferred Outflows of Resources 38,497$              324,363$           362,860$           

Deferred Inflows of Resources
Differences between Expected and 
  Actual Experience 0$                      7,096$               7,096$               
Net Difference between Projected and 
  Actual Earnings on Pension Plan Investments 4,905 65,889 70,794
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 148,708 511,145 659,853
Total Deferred Inflows of Resources 153,613$             584,130$           737,743$           
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$108,064 reported as deferred outflows of resources related to pension resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net pension liability in the fiscal 
year ending June 30, 2020.  Other amounts reported as deferred outflows of resources and deferred inflows of 
resources related to pension will be recognized in pension expense as follows:  
 

SERS STRS Total
Fiscal Year Ending June 30:

2020 (80,265)$             (106,774)$          (187,039)$          
2021 (38,544) (146,974) (185,518)
2022 (5,807) (46,881) (52,688)
2023 (1,503) (56,199) (57,702)

(126,119)$           (356,828)$          (482,947)$          
 

Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67, as 
part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations of an 
ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment terminations).  Actuarially determined amounts are subject to continual review and 
potential modifications, as actual results are compared with past expectations and new estimates are made 
about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time of each 
valuation and the historical pattern of sharing benefit costs between the employers and plan members to that 
point. The projection of benefits for financial reporting purposes does not explicitly incorporate the potential 
effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations will 
take into account the employee's entire career with the employer and also take into consideration the benefits, if 
any, paid to the employee after termination of employment until the death of the employee and any applicable 
contingent annuitant. In many cases, actuarial calculations reflect several decades of service with the employer 
and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial valuation, 
prepared as of June 30, 2018, are presented below: 
 
Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)
COLA or Ad Hoc COLA 2.50 percent, on and after April 1, 2018, COLA's for future retirees 

will be delayed for three years following commencement  
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For post-retirement mortality, the table used in evaluating allowances to be paid is the RP-2014 Blue Collar 
Mortality Table with fully generational projection and Scale BB, with 120 percent of male rates and 110 
percent of female rates used. The RP-2000 Disabled Mortality Table with 90 percent for male rates and 100 
percent for female rates set back five years is used for the period after disability retirement.  
 
The long-term return expectation for the Pension Plan Investments has been determined by using a building-
block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  A forecasted 
rate of inflation serves as the baseline for the return expectation.  Various real return premiums over the 
baseline inflation rate have been established for each asset class.  The long-term expected nominal rate of 
return has been determined by calculating an arithmetic weighted average of the expected real return premiums 
for each asset class, adding the projected inflation rate, and adding the expected return from rebalancing 
uncorrelated asset classes. The asset allocation, as used in the June 30, 2015 five-year experience study, is 
summarized as follows: 
 

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return

 
 
Discount Rate Total pension liability was calculated using the discount rate of 7.50 percent. The projection of 
cash flows used to determine the discount rate assumed that employers would contribute the actuarially 
determined contribution rate of projected compensation over the remaining 27-year amortization period of the 
unfunded actuarial accrued liability. Projected inflows from investment earnings were calculated using the 
long-term assumed investment rate of return (7.50 percent). Based on those assumptions, the plan’s fiduciary 
net position was projected to be available to make all future benefit payments of current plan members. 
Therefore, the long-term expected rate of return on pension plan investments was applied to all periods of 
projected benefits to determine the total pension liability.  
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount Rate 
Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact the 
following table presents the School’s proportionate share of the net pension liability calculated using the 
discount rate of 7.50 percent, as well as what the School’s net pension liability would be if it were calculated 
using a discount rate that is one percentage point lower (6.50 percent), or one percentage point higher (8.50 
percent) than the current rate. 
 

1% Decrease
Current 

Discount Rate 1% Increase
School's Proportionate Share
  of the Net Pension Liability 249,276$             176,970$           116,347$            
 

Attachment 26: Audited Financial Statements Page 5650



West Park Academy 
Cuyahoga County, Ohio 

Notes to the Basic Financial Statements 
For the Fiscal Year Ended June 30, 2019 

____________________________________________________________________________________ 
 

22 
 

Actuarial Assumptions - STRS 
 
The total pension liability in the July 1, 2018 actuarial valuation was determined using the following actuarial 
assumptions, applied to all periods included in the measurement:  
 

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Projected Payroll Growth 3.00 percent
Cost-of-Living Adjustments 0.00 percent  

 
Post-retirement mortality rates are based on RP-2014 Annuitant Mortality Table with 50 percent of rates 
through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 and 84, and 
100 percent of rates thereafter, projected forward generationally using mortality improvement scale MP-2016; 
pre-retirement mortality rates are based on RP-2014 Employee Mortality Table, projected forward 
generationally using mortality improvement scale MP-2016. 
 

The actuarial assumptions used in the July 1, 2018 valuation, were adopted by the board from the results of an 
actuarial experience study for July 1, 2011, through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on the 
target allocation adopted by the Retirement Board. The target allocation and long-term expected rate of return 
for each major asset class are summarized as follows:  
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected

 
*Target weights will be phased in over a 24-month period concluding on July 1, 2019. 
 
**Ten year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25 
percent and does not include investment expenses. Over a 30-year period, STRS’ investment consultant 
indicates that the above target allocations should generate a return above the actuarial rate of return, without 
net value added by management. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 30, 
2018. The projection of cash flows used to determine the discount rate assumes that employer and member 
contributions will be made at statutory contribution rates of 14 percent each. For this purpose, only employer 
contributions that are intended to fund benefits of current plan members and their beneficiaries are included. 
Based on those assumptions, STRS’ fiduciary net position was projected to be available to make all projected 
future benefit payments to current plan members as of June 30, 2018. Therefore, the long-term expected rate of 
return on pension plan investments of 7.45 percent was applied to all periods of projected benefit payments to 
determine the total pension liability as of June 30, 2018. 
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Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount Rate 
The following table presents the School's proportionate share of the net pension liability as of June 30, 2018, 
calculated using the current period discount rate assumption of 7.45 percent, as well as what the School's 
proportionate share of the net pension liability would be if it were calculated using a discount rate that is one-
percentage-point lower (6.45 percent) or one-percentage-point higher (8.45 percent) than the current 
assumption:  
 

1% Decrease
Current 

Discount Rate 1% Increase
School's Proportionate Share
  of the Net Pension Liability 1,586,768$          1,086,553$         663,189$            
 
NOTE 12 - DEFINED BENEFIT OPEB PLANS 
 
Net OPEB Asset/Liability 

 
The net OPEB asset/liability reported on the statement of net position represents an asset or liability to 
employees for OPEB. OPEB is a component of exchange transactions-–between an employer and its 
employees—of salaries and benefits for employee services.  OPEB are provided to an employee—on a 
deferred-payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for OPEB is a present obligation because it 
was created as a result of employment exchanges that already have occurred. 

 
The net OPEB asset/liability represents the School’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each OPEB 
plan’s fiduciary net position.  The net OPEB asset/liability calculation is dependent on critical long-term 
variables, including estimated average life expectancies, earnings on investments, cost of living adjustments 
and others.  While these estimates use the best information available, unknowable future events require 
adjusting these estimates annually.   

 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The School 
cannot control benefit terms or the manner in which OPEB are financed; however, the School does receive the 
benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the asset/liability is solely that of the employer, because they benefit from employee 
services.  OPEB contributions come from these employers and health care plan enrollees, which pay a portion 
of the health care costs in the form of a monthly premium.  The Ohio Revised Code permits, but does not 
require the retirement systems to provide healthcare to eligible benefit recipients. Any change to benefits or 
funding could significantly affect the net OPEB asset/liability. Resulting adjustments to the net OPEB 
asset/liability would be effective when the changes are legally enforceable. The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB asset/ liability.  
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Plan Description - School Employees Retirement System (SERS) 
 
Health Care Plan Description - The School contributes to the SERS Health Care Fund, administered by SERS 
for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a cost-
sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare benefits to 
eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible dependents. 
Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most types of purchased 
credit, to qualify to participate in SERS’ health care coverage. In addition to age and service retirees, disability 
benefit recipients and beneficiaries who are receiving monthly benefits due to the death of a member or retiree, 
are eligible for SERS’ health care coverage. Most retirees and dependents choosing SERS’ health care 
coverage are over the age of 65 and therefore enrolled in a fully insured Medicare Advantage plan; however, 
SERS maintains a traditional, self-insured preferred provider organization for its non-Medicare retiree 
population. For both groups, SERS offers a self-insured prescription drug program. Health care is a benefit that 
is permitted, not mandated, by statute.  The financial report of the Plan is included in the SERS Comprehensive 
Annual Financial Report which can be obtained on SERS’ website at www.ohsers.org under Employers/Audit 
Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the Ohio 
Revised Code. The Health Care Fund was established and is administered in accordance with Internal Revenue 
Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any health plan or 
program. Active employee members do not contribute to the Health Care Plan.  The SERS Retirement Board 
established the rules for the premiums paid by the retirees for health care coverage for themselves and their 
dependents or for their surviving beneficiaries.  Premiums vary depending on the plan selected, qualified years 
of service, Medicare eligibility, and retirement status.   
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer contributions.  
Each year, after the allocation for statutorily required pensions and benefits, the Retirement Board may allocate 
the remainder of the employer contribution of 14 percent of covered payroll to the Health Care Fund in 
accordance with the funding policy. For fiscal year 2019, 0.5 percent of covered payroll was made to health 
care. An additional health care surcharge on employers is collected for employees earning less than an 
actuarially determined minimum compensation amount, pro-rated if less than a full year of service credit was 
earned. For fiscal year 2019, this amount was $21,600. Statutes provide that no employer shall pay a health 
care surcharge greater than 2.0 percent of that employer’s SERS-covered payroll; nor may SERS collect in 
aggregate more than 1.5 percent of the total statewide SERS-covered payroll for the health care surcharge.  For 
fiscal year 2019, the School’s surcharge obligation was $1,531.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total amount 
assigned to the Health Care Fund. The School’s contractually required contribution to SERS was $1,939 for 
fiscal year 2019.   Of this amount $1,531 is reported as an accounts payable.  
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part B 
premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the report of 
STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227-7877. 
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Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed by 
STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees, for the most recent year, pay a portion of the health care costs in the form of a monthly premium.  
Under Ohio law, funding for post-employment health care may be deducted from employer contributions, 
currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2019, STRS did not allocate any 
employer contributions to post-employment health care.   
 
OPEB Assets/Liabilities, OPEB Expense, and Deferred Outflows/Inflows of Resources Related to OPEB  
 
The net OPEB asset/liability was measured as of June 30, 2018, and the total OPEB liability used to calculate 
the net OPEB asset/liability was determined by an actuarial valuation as of that date. The School's proportion 
of the net OPEB asset/liability was based on the School's share of contributions to the respective retirement 
systems relative to the contributions of all participating entities.  Following is information related to the 
proportionate share and OPEB expense: 
 

SERS STRS Total
Proportion of the Net OPEB Liability:

Current Measurement Date 0.00314370% 0.00494163%
Prior Measurement Date 0.00265250% 0.00606889%

Change in Proportionate Share 0.00049120% -0.00112726%

Proportionate Share of the Net
OPEB Liability/(Asset) 87,215$               (79,407)$              7,808$               

OPEB Expense (19,047)$              (180,363)$            (199,410)$           
 

At June 30, 2019, the School reported deferred outflows of resources and deferred inflows of resources related 
to OPEB from the following sources:  

SERS STRS Total
Deferred Outflows of Resources
Differences between Expected and 
  Actual Experience 1,424$                 9,275$                 10,699$             
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 12,424 0 12,424
School Contributions Subsequent to the 
  Measurement Date 1,939 0 1,939
Total Deferred Outflows of Resources 15,787$               9,275$                 25,062$             

Deferred Inflows of Resources
Differences between Expected and 
  Actual Experience 0$                       4,627$                 4,627$               
Net Difference between Projected and 
  Actual Earnings on OPEB Plan Investments 130 9,072 9,202
Changes of Assumptions 7,835 108,198 116,033
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 43,117 47,356 90,473
Total Deferred Inflows of Resources 51,082$               169,253$             220,335$           
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$1,939 reported as deferred outflows of resources related to OPEB resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the year 
ending June 30, 2020.  Other amounts reported as deferred outflows of resources and deferred inflows of 
resources related to OPEB will be recognized in OPEB expense as follows:  
 

SERS STRS Total
Fiscal Year Ending June 30:

2020 (25,392)$              (28,296)$              (53,688)$            
2021 (18,814) (28,296) (47,110)
2022 2,010 (28,297) (26,287)
2023 2,064 (26,235) (24,171)
2024 2,055 (25,510) (23,455)

Thereafter 843 (23,344) (22,501)

(37,234)$              (159,978)$            (197,212)$          
 

Actuarial Assumptions - SERS 
 
The total OPEB liability was determined by an actuarial valuation as of June 30, 2018. The actuarial 
assumptions used in the valuation are based on results from the most recent actuarial experience study, which 
covered the five-year period ending June 30, 2015. The experience study report is dated April 2016. The total 
OPEB liability used the following assumptions and other inputs: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Municipal Bond Index Rate

Measurement Date 3.62 percent
Prior Measurement Date 3.56 percent

Single Equivalent Interest Rate
Measurement Date 3.70 percent, net of plan investment expense, including price inflation
Prior Measurement Date 3.63 percent, net of plan investment expense, including price inflation

Health Care Cost Trend Rate
Medicare 5.375 percent - 4.75 percent
Pre-Medicare 7.25 percent - 4.75 percent  

 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection and 
Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality Table with 
90 percent for male rates and 100 percent for female rates set back five years. 
 
The long-term expected rate of return on plan factors are considered in evaluating the long-term rate of return 
assumption including long-term historical data, estimates inherent in current market data, and a long-normal 
distribution analysis in which best-estimate ranges of expected future real rates of return were developed by the 
investment consultant for each major asset class. These ranges were combined to produce the long-term 
expected rate of return, 7.50 percent, by weighting the expected future real rates of return by the target asset 
allocation percentage and then adding expected inflation. The capital market assumptions developed by the 
investment consultant are intended for use over a 10-year horizon and may not be useful in setting the long-
term rate of return for funding pension plans which covers a longer timeframe. The assumption is intended to 
be a long-term assumption and is not expected to change absent a significant change in the asset allocation, a 
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change in the inflation assumption, or a fundamental change in the market that alters expected returns in future 
years. 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, as 
used in the June 30, 2015 five-year experience study, are summarized as follows: 
 

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return

 
Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2018 was 3.70 percent. 
The discount rate used to measure total OPEB liability prior to June 30, 2018 was 3.63 percent. The projection 
of cash flows used to determine the discount rate assumed that contributions will be made from members and 
the System at the contribution rate of 2.00 percent of projected covered payroll each year, which includes a 
1.50 percent payroll surcharge and 0.50 percent of contributions from the basic benefits plan. Based on these 
assumptions, the OPEB plan’s fiduciary net position was projected to become insufficient to make future 
benefit payments during the fiscal year ending June 30, 2026. Therefore, the long-term expected rate of return 
on OPEB plan assets was used to present value the projected benefit payments through the fiscal year ending 
June 30, 2025 and the Fidelity General Obligation 20-year Municipal Bond Index rate of 3.62 percent, as of 
June 30, 2018 (i.e., municipal bond rate), was used to present value the projected benefit payments for the 
remaining years in the projection. The total present value of projected benefit payments from all years was then 
used to determine the single rate of return that was used as the discount rate. The projection of future benefit 
payments for all current plan members was until the benefit payments ran out. 
 
Sensitivity of the School's Proportionate Share of the Net OPEB Liability to Changes in the Discount Rate 
and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in the 
discount rate and the health care cost trend rate. The following table presents the net OPEB liability and what 
the net OPEB liability would be if it were calculated using a discount rate that is one percentage point lower 
(2.70 percent) and higher (4.70 percent) than the current discount rate (3.70 percent). Also shown is what the 
net OPEB liability would be based on health care cost trend rates that are one percent lower (6.25 percent 
decreasing to 3.75 percent) and one percent higher (8.25 percent decreasing to 5.75 percent) than the current 
rate. 
 

 

1% Decrease
Current 

Discount Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability 105,828$             87,215$               72,476$             

1% Decrease
Current 

Trend Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability 70,366$               87,215$               109,525$            
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Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results used in 
the June 30, 2018, actuarial valuation are presented below:   

 
Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Health Care Cost Trend Rates -5.23 percent to 9.62 percent, initial, 4.00 percent ultimate  

 
Projections of benefits include the historical pattern of sharing benefit costs between the employers and retired 
plan members. 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 percent of 
rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 and 84, 
and 100 percent of rates thereafter, projected forward generationally using mortality improvement scale MP-
2016. For disabled retirees, mortality rates are based on the RP-2014 Disabled Mortality Table with 90 percent 
of rates for males and 100 percent of rates for females, projected forward generationally using mortality 
improvement scale MP-2016. 
 
Actuarial assumptions used in the June 30, 2018, valuation are based on the results of an actuarial experience 
study for the period July 1, 2011 through June 30, 2016.  
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on the 
target allocation adopted by the Retirement Board.  The target allocation and long-term expected rate of return 
for each major asset class are summarized as follows:  
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected

 
*Target weights will be phased in over a 24-month period concluding on July 1, 2019. 
 
**Ten year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25 
percent and does not include investment expenses.  Over a 30-year period, STRS' investment consultant 
indicates that the above target allocations should generate a return above the actuarial rate of return, without 
net value added by management. 
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Discount Rate The discount rate used to measure the total OPEB liability was 7.45 percent as of June 30, 
2018. The projection of cash flows used to determine the discount rate assumed STRS continues to allocate no 
employer contributions to the health care fund. Based on those assumptions, the OPEB plan’s fiduciary net 
position was projected to be available to make all projected future benefit payments to current plan members as 
of June 30, 2018. Therefore, the long-term expected rate of return on health care plan investments of 7.45 
percent was applied to all periods of projected benefit payments to determine the total OPEB liability as of 
June 30, 2018.  
 
Sensitivity of the School’s Proportionate Share of the Net OPEB Asset/Liability to Changes in the Discount 
and Health Care Cost Trend Rate The following table represents the net OPEB asset/liability as of June 30, 
2018, calculated using the current period discount rate assumption of 7.45 percent, as well as what the net 
OPEB asset/liability would be if it were calculated using a discount rate that is one percentage point lower 
(6.45 percent) or one percentage point higher (8.45 percent) than the current assumption. Also shown is the net 
OPEB liability as of June 30, 2018, calculated using health care cost trend rates that are one percentage point 
lower or one percentage point higher than the current health care cost trend rates. 
 

1% Decrease
Current 

Discount Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability/(Asset) (68,059)$              (79,407)$              (88,944)$            

1% Decrease
Current 

Trend Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability/(Asset) (88,406)$              (79,407)$              (70,268)$             

 
NOTE 13 - CONTINGENCES 

 
Grants 
 
Amounts received from grantor agencies are subject to audit and adjustment by the grantor. Any disallowed 
costs may require refunding to the grantor.  Amounts which may be disallowed, if any, are not presently 
determinable.  However, in the opinion of the School, any such disallowed claims will not have a material 
adverse effect on the financial position of the School. 
 
Enrollment FTE 
 
School foundation funding is based on the annualized full-time equivalent (FTE) enrollment of each student. 
 However, there is an important nexus between attendance and enrollment for Foundation funding purposes.  
Community schools must provide documentation that clearly demonstrates students have participated in 
learning opportunities. The Ohio Department of Education (ODE) is legislatively required to adjust/reconcile 
funding as enrollment information is updated by schools throughout the State, which can extend past the fiscal 
year end.  

   
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. As of the date of this report, ODE has performed an FTE Review on the School for fiscal year 
2019. 
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As of the date of this report, all ODE adjustments have been completed. 

In addition, the School’s contracts with their Sponsor and Management Company require payment based on 
revenues received from the State.  As discussed above, all ODE adjustments through fiscal year 2019 have 
been completed.  A reconciliation between payments previously made and the FTE adjustments has taken place 
with these contracts. 

Litigation 
 

The School is not a party to legal proceedings that, in the opinion of management, would have a material 
adverse effect on the financial statements. 
 
NOTE 14 - SUBSEQUENT EVENT 
 
The School signed a contract with St. Aloysius Orphanage to be the School’s sponsor effective July 1, 2019. 
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2019 2018 2017 2016 2015
School Employees Retirement System (SERS)

School's Proportion of the Net Pension Liability 0.00309000% 0.00267650% 0.00641830% 0.01022340% 0.01066300%

School's Proportionate Share of the Net Pension Liability 176,970$       159,915$       469,760$         583,357$      539,648$      

School's Covered Payroll 102,104$       86,014$         287,950$         295,114$      208,651$      

School's Proportionate Share of the Net Pension Liability
as a Percentage of its Covered Payroll 173.32% 185.92% 163.14% 197.67% 258.64%

Plan Fiduciary Net Position as a Percentage of the Total Pension Liability 71.36% 69.50% 62.98% 69.16% 71.70%

State Teachers Retirement System (STRS)

School's Proportion of the Net Pension Liability 0.00494163% 0.00606889% 0.00625698% 0.00908426% 0.00891526%

School's Proportionate Share of the Net Pension Liability 1,086,553$    1,441,678$    2,094,400$      2,510,624$   2,168,500$   

School's Covered Payroll 561,779$       667,200$       865,643$         1,201,357$   929,477$      

School's Proportionate Share of the Net Pension Liability
as a Percentage of its Covered Payroll 193.41% 216.08% 241.95% 208.98% 233.30%

Plan Fiduciary Net Position as a Percentage of the Total Pension Liability 77.31% 75.30% 66.80% 72.10% 74.70%

(1) Information prior to 2015 is not available.

Note: The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

West Park Academy
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net Pension Liability

Last Five Fiscal Years (1)

See accompanying notes to the required supplementary information.
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2019 2018 2017 2016 2015 2014
School Employees Retirement System (SERS)

Contractually Required Contribution 11,003$               13,784$               12,042$               40,313$               38,896$               28,919$               

Contributions in Relation to the 
Contractually Required Contribution (11,003) (13,784) (12,042) (40,313) (38,896) (28,919)

Contribution Deficiency (Excess) 0$                        0$                        0$                        0$                        0$                        0$                        

School's Covered Payroll 81,504$               102,104$             86,014$               287,950$             295,114$             208,651$             

Pension Contributions as a Percentage of 
Covered Payroll 13.50% 13.50% 14.00% 14.00% 13.18% 13.86%

State Teachers Retirement System (STRS)

Contractually Required Contribution 97,061$               78,649$               93,408$               121,190$             168,190$             120,832$             

Contributions in Relation to the 
Contractually Required Contribution (97,061) (78,649) (93,408) (121,190) (168,190) (120,832)

Contribution Deficiency (Excess) 0$                        0$                        0$                        0$                        0$                        0$                        

School's Covered Payroll 693,293$             561,779$             667,200$             865,643$             1,201,357$          929,477$             

Pension Contributions as a Percentage of 
Covered Payroll 14.00% 14.00% 14.00% 14.00% 14.00% 13.00%

(1) Information prior to 2014 is not available

West Park Academy
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Contributions  - Pension

Last Six Fiscal Years(1)

See accompanying notes to the required supplementary information.
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2019 2018 2017
School Employees Retirement System (SERS)

School's Proportion of the Net OPEB Liability 0.00314370% 0.00265250% 0.00588020%

School's Proportionate Share of the Net OPEB Liability 87,215$                  71,186$                  167,608$                

School's Covered Payroll 102,104$                86,014$                  287,950$                

School's Proportionate Share of the Net OPEB Liability
as a Percentage of its Covered Payroll 85.42% 82.76% 58.21%

Plan Fiduciary Net Position as a Percentage of the Total OPEB Liability 13.57% 12.46% 11.49%

State Teachers Retirement System (STRS)

School's Proportion of the Net OPEB Liability/(Asset) 0.00494163% 0.00606889% 0.00625698%

School's Proportionate Share of the Net OPEB Liability/(Asset) (79,407)$                 236,786$                334,625$                

School's Covered Payroll 561,779$                667,200$                865,643$                

School's Proportionate Share of the Net OPEB Liability/(Asset)
as a Percentage of its Covered Payroll -14.13% 35.49% 38.66%

Plan Fiduciary Net Position as a Percentage of the Total OPEB Liability 176.00% 47.10% 37.30%

(1) Information prior to 2017 is not available.

Note: The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

West Park Academy
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net OPEB Liability/(Asset)

Last Three Fiscal Years (1)

See accompanying notes to the required supplementary information.
33

Attachment 26: Audited Financial Statements Page 5662



2019 2018 2017 2016 2015 2014
School Employees Retirement System (SERS)

Contractually Required Contribution (1) 1,939$                 2,249$                 1,152$                 298$                    2,541$                 6,641$                 

Contributions in Relation to the 
Contractually Required Contribution (1,939) (2,249) (1,152) (298) (2,541) (6,641)

Contribution Deficiency (Excess) 0$                        0$                        0$                        0$                        0$                        0$                        

School's Covered Payroll 81,504$               102,104$             86,014$               287,950$             295,114$             208,651$             

OPEB Contributions as a Percentage of 
Covered Payroll (1) 2.38% 2.20% 1.34% 0.10% 0.86% 3.18%

State Teachers Retirement System (STRS)

Contractually Required Contribution 0$                        0$                        0$                        0$                        0$                        9,295$                 

Contributions in Relation to the 
Contractually Required Contribution 0 0 0 0 0 (9,295)

Contribution Deficiency (Excess) 0$                        0$                        0$                        0$                        0$                        0$                        

School's Covered Payroll 693,293$             561,779$             667,200$             865,643$             1,201,357$          929,477$             

OPEB Contributions as a Percentage of 
Covered Payroll 0.00% 0.00% 0.00% 0.00% 0.00% 1.00%

(1) Includes surcharge
(2) Information prior to 2014 is not available

West Park Academy
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Contributions - OPEB

Last Six Fiscal Years(2)

See accompanying notes to the required supplementary information.
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Note 1 - Net Pension Liability 
 
Changes in Assumptions - SERS 
 
For fiscal year 2017, the SERS Board adopted the following assumption changes: 

• Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent 
• Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent 
• Assumed real wage growth was reduced from 0.75 percent to 0.50 percent 
• Rates of withdrawal, retirement and disability were updated to reflect recent experience. 
• Mortality among active members was updated to RP-2014 Blue Collar Mortality Table with fully 

generational projection and a five year age set-back for both males and females. 
• Mortality among service retired members, and beneficiaries was updated to RP-2014 Blue Collar 

Mortality Table with fully generational projection with Scale BB, 120 percent of male rates, and 
110 percent of female rates. 

• Mortality among disabled members was updated to RP-2000 Disabled Mortality Table, 90 
percent for male rates and 100 percent for female rates, set back five years is used for the period 
after disability retirement.   

 
Changes in Benefit Terms - SERS 

For fiscal year 2018, the cost-of-living adjustment was changed from a fixed 3.00 percent to a cost-of-living 
adjustment that is indexed to CPI-W not greater than 2.50 percent with a floor of zero percent beginning 
January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has enacted a 
three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the Retirement Board approved several changes to the actuarial assumptions in 2017. 
The long term expected rate of return was reduced from 7.75 percent to 7.45 percent, the inflation 
assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered to 
3.00 percent, and total salary increases rate was lowered by decreasing the merit component of the 
individual salary increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy and 
disabled mortality assumptions were updated to the RP-2014 mortality tables with generational 
improvement scale MP-2016. Rates of retirement, termination and disability were modified to better reflect 
anticipated future experience. 
 
Changes in Benefit Terms - STRS 
 
For fiscal year 2018, the cost-of-living adjustment (COLA) was reduced to zero.  
 
Note 2 - Net OPEB Liability 
 
Changes in Assumptions – SERS 
 
Amounts reported for fiscal year 2019 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 3.56 percent to 3.62 
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percent. Single Equivalent Interest Rate, net of plan investment expense, including price inflation,   
increased from 3.63 percent to 3.70 percent. The health care cost trend assumptions changed as follows:  
 
Pre-Medicare 
  Fiscal year 2018  7.50 percent initially, decreasing to 4.00 percent 

Fiscal year 2019 7.25 percent initially, decreasing to 4.75 percent 
Medicare 
 Fiscal year 2018  5.50 percent initially, decreasing to 5.00 percent 

Fiscal year 2019 5.375 percent initially, decreasing to 4.75 percent 
 

Amounts reported for fiscal year 2018 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 2.92 percent to 3.56 
percent. Single Equivalent Interest Rate, net of plan investment expense, including price inflation,   
increased from 2.98 percent to 3.63 percent. 
 
Changes in Benefit Terms - SERS 

There have been no changes to the benefit provisions. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2019, the discount rate was increased from the blended rate of 4.13 percent to the long-term 
expected rate of return of 7.45 percent. Valuation year per capita health care costs were updated. Health 
care cost trend rates ranged from 6.00 percent to 11 percent initially and a 4.50 percent ultimate rate for 
fiscal year 2018 and changed for fiscal year 2019 to a range of -5.20 percent to 9.60 percent, initially and a 
4.00 ultimate rate. 
 
For fiscal year 2018, the blended discount rate was increased from 3.26 percent to 4.13 percent. Valuation 
year per capita health care costs were updated, and the salary scale was modified. The percentage of future 
retirees electing each option was updated based on current data and the percentage of future disabled retirees 
and terminated vested participants electing health coverage were decreased. The assumed mortality, 
disability, retirement, withdrawal and future health care cost trend rates were modified along with the 
portion of rebated prescription drug costs. 
 
Changes in Benefit Terms – STRS 
 
For fiscal year 2019, the subsidy multiplier for non-Medicare benefit recipients was increased from 1.9 
percent to 1.944 percent per year of service effective January 1, 2019. The non-Medicare frozen subsidy 
base premium was increased effective January 1, 2019 and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 1, 2020. 
 
For fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued for 
certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will be 
discontinued beginning January 2019. This was subsequently extended, see above paragraph.  
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December 18, 2019 
 
To the Board of Directors 
West Park Academy 
Cuyahoga County, Ohio 
12913 Bennington Avenue 
Cleveland, Ohio 44135 
 

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 
and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards  
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of West Park Academy, 
Cuyahoga County, Ohio, (the “School”) as of and for the year ended June 30, 2019, and the related notes 
to the financial statements, which collectively comprise the School’s basic financial statements, and have 
issued our report thereon dated December 18, 2019. 
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School’s internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate in 
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the School’s internal control. Accordingly, we 
do not express an opinion on the effectiveness of the School’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with 
governance. 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified. 
 
 
 
 
 
 

Attachment 26: Audited Financial Statements Page 5666



38 
 

West Park Academy 
Independent Auditor’s Report on Internal Control over Financial Reporting and on  

Compliance and Other Matters Based on an Audit of Financial Statements  
Performed in Accordance with Government Auditing Standards 

Page 2 of 2 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 
results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 

 
 
 
 
 

        Cambridge, Ohio 
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88 East Broad Street, Columbus, Ohio 43215 
Phone: 614-466-4514 or 800-282-0370 

www.ohioauditor.gov

 
 
 
Board of Directors 
West Park Academy 
12913 Bennington Avenue 
Cleveland, Ohio  44135-3761 
 
 
We have reviewed the Independent Auditor’s Report of the West Park Academy, Cuyahoga 
County, prepared by Rea & Associates, Inc., for the audit period July 1, 2017 through June 30, 
2018.  Based upon this review, we have accepted these reports in lieu of the audit required by 
Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying financial 
statements and, accordingly, we are unable to express, and do not express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The West Park Academy is responsible for 
compliance with these laws and regulations. 
 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
March 7, 2019  
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December 26, 2018 

 

To the Board of Directors 

West Park Academy 

Cuyahoga County, Ohio 

12913 Bennington Avenue 

Cleveland, Ohio 44135 

 

Independent Auditor's Report 

 

Report on the Financial Statements 

 

We have audited the accompanying financial statements of the West Park Academy, Cuyahoga County, 

Ohio, (the “School”) as of and for the year ended June 30, 2018, and the related notes to the financial 

statements, which collectively comprise the School’s basic financial statements as listed in the table of 

contents. 

 

Management’s Responsibility for the Financial Statements 

 

Management is responsible for the preparation and fair presentation of these financial statements in 

accordance with accounting principles generally accepted in the United States of America; this includes 

the design, implementation, and maintenance of internal control relevant to the preparation and fair 

presentation of financial statements that are free from material misstatement, whether due to fraud or 

error. 

 

Auditor’s Responsibility 

 

Our responsibility is to express an opinion on these financial statements based on our audit. We 

conducted our audit in accordance with auditing standards generally accepted in the United States of 

America and the standards applicable to financial audits contained in Government Auditing Standards, 

issued by the Comptroller General of the United States. Those standards require that we plan and perform 

the audit to obtain reasonable assurance about whether the financial statements are free from material 

misstatement. 

 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 

the financial statements. The procedures selected depend on the auditor’s judgment, including the 

assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 

In making those risk assessments, the auditor considers internal control relevant to the School’s 

preparation and fair presentation of the financial statements in order to design audit procedures that are 

appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 

the School’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating 

the appropriateness of accounting policies used and the reasonableness of significant accounting estimates 

made by management, as well as evaluating the overall presentation of the financial statements. 

 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 

our audit opinion. 
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West Park Academy 

Independent Auditor’s Report 

Page 2 of 2 

 

Opinion 

 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 

financial position of the School, as of June 30, 2018, and the changes in its financial position and its cash 

flows for the year then ended in accordance with accounting principles generally accepted in the United 

States of America. 

 

Emphasis of a Matter  

 

As described in Note 3, the School restated the net position balance to account for the implementation of 

GASB Statement No. 75, Accounting and Financial reporting for Postemployment Benefits other than 

Pensions. Our opinion is not modified with respect to this matter. 

 

Other Matters 

 

Required Supplementary Information 

 

Accounting principles generally accepted in the United States of America require that the the 

Management’s Discussion and Analysis, Schedule of the School’s Proportionate Share of the Net Pension 

Liability, Schedule of School’s Contributions-Pension, Schedule of the School’s Proportionate Share of 

the Net OPEB Liability, and Schedule of School’s Contributions-OPEB on pages 3-7, 33, 34-35, 37 and 

38-39, respectively, be presented to supplement the basic financial statements. Such information, although 

not a part of the basic financial statements, is required by the Governmental Accounting Standards Board 

who considers it to be an essential part of financial reporting for placing the basic financial statements in 

an appropriate operational, economic, or historical context. We have applied certain limited procedures to 

the required supplementary information in accordance with auditing standards generally accepted in the 

United States of America, which consisted of inquiries of management about the methods of preparing the 

information and comparing the information for consistency with management’s responses to our 

inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic 

financial statements. We do not express an opinion or provide any assurance on the information because 

the limited procedures do not provide us with sufficient evidence to express an opinion or provide any 

assurance. 

 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated December 26, 

2018 on our consideration of the School’s internal control over financial reporting and on our tests of its 

compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 

matters. The purpose of that report is solely to describe the scope of our testing of internal control over 

financial reporting and compliance and the results of that testing, and not to provide an opinion on the 

effectiveness of the School’s internal control over financial reporting or on compliance. That report is an 

integral part of an audit performed in accordance with Government Auditing Standards in considering the 

School’s internal control over financial reporting and compliance. 

             
              Cambridge, Ohio 
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The discussion and analysis of the West Park Academy’s (the School) financial performance provides an 
overall review of the School’s financial activities for the fiscal year ended June 30, 2018.  The intent of 
this discussion and analysis is to look at the School’s financial performance as a whole; readers should 
also review the basic financial statements and notes to the basic financial statements to enhance their 
understanding of the School’s financial performance.  
 
The Management’s Discussion and Analysis (MD&A) is an element of the reporting model adopted by 
the Governmental Accounting Standard Board (GASB) in their Statement No. 34 Basic Financial 
Statements – and Management’s Discussion and Analysis – for State and Local Governments issued 
June 1999.  Certain comparative information between the current year and the prior year is required to be 
presented in the MD&A.   
 
Financial Highlights 
 

• In total, net position increased $382,675, which is an 18.9 percent change from 2017. 
 
• Total assets decreased $10,725, which is a 10.4 percent change from 2017.  

 
• Liabilities decreased $1,163,523, which is a 37.5 percent change from 2017. 

 
• The School implemented GASB 75, which reduced beginning net position as previously reported 

by $501,081.  
 

• A decrease in net pension liability and net OPEB liability substantially decreased fringe benefits 
(reported as pension/OPEB expense) compared to fiscal year 2017. See further explanation after 
Table 1. 

 
The net pension liability (NPL) is the largest single liability reported by the School at June 30, 2018   and 
is reported pursuant to GASB Statement 68, Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27.   For fiscal year 2018, the School adopted GASB Statement 75, 
Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions, which 
significantly revises accounting for costs and liabilities related to other postemployment benefits (OPEB).  
For reasons discussed below, many end users of this financial statement will gain a clearer understanding 
of the School’s actual financial condition by adding deferred inflows related to pension and OPEB, the 
net pension liability and the net OPEB liability to the reported net position and subtracting deferred 
outflows related to pension and OPEB. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OPEB liability.  GASB 68 and 
GASB 75 take an earnings approach to pension and OPEB accounting; however, the nature of Ohio’s 
statewide pension/OPEB plans and state law governing those systems requires additional explanation in 
order to properly understand the information presented in these statements. 
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GASB 68 and GASB 75 require the net pension liability and the net OPEB liability to equal the School’s 
proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service  

2 Minus plan assets available to pay these benefits 
 
GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, 
benefits, and the promise of a future pension and other postemployment benefits.  GASB noted that the 
unfunded portion of this promise is a present obligation of the government, part of a bargained-for benefit 
to the employee, and should accordingly be reported by the government as a liability since they received 
the benefit of the exchange.  However, the School is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement systems to provide healthcare to eligible benefit recipients.  The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a 
specific, legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension/OPEB plan as against the public employer.  State law 
operates to mitigate/lessen the moral obligation of the public employer to the employee, because all 
parties enter the employment exchange with notice as to the law.  The retirement system is responsible for 
the administration of the pension and OPEB plans.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability.  As explained above, changes in benefits, 
contribution rates, and return on investments affect the balance of these liabilities, but are outside the 
control of the local government.  In the event that contributions, investment returns, and other changes are 
insufficient to keep up with required payments, State statute does not assign/identify the responsible party 
for the unfunded portion.  Due to the unique nature of how the net pension liability and the net OPEB 
liability are satisfied, these liabilities are separately identified within the long-term liability section of the 
statement of net position. 
 
In accordance with GASB 68 and GASB 75, the School’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB liability, respectively, not accounted for as 
deferred inflows/outflows.  
 
As a result of implementing GASB 75, the School is reporting a net OPEB liability and deferred 
inflows/outflows of resources related to OPEB on the accrual basis of accounting.  This implementation 
also had the effect of restating net position at June 30, 2017, from ($1,527,199) to ($2,028,280).  
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Using this Financial Report 
 
This report consists of three parts, the required supplementary information, the basic financial statements, 
and notes to those statements.  The basic financial statements include a Statement of Net Position, a 
Statement of Revenues, Expenses and Changes in Net Position, and a Statement of Cash Flows.  
 
Statement of Net Position 

 
The Statement of Net Position answers the question of how well the School performed financially during 
2018. This statement includes all assets, deferred outflows of resources, liabilities, deferred inflows of 
resources, and net position, both financial and capital and current and long-term, using the accrual basis 
of accounting, which is the accounting used by most private-sector companies. This basis of accounting 
takes into account all revenues and expenses during the year, regardless of when the cash is received or 
expended.  
 
Table 1 provides a summary of the School’s Net Position for fiscal year 2018 and fiscal year 2017. 
 

Restated
2018 2017

Assets
Current Assets 91,911$         102,636$       
Total Assets 91,911 102,636

Deferred Outflows 1,153,155 1,754,360

Liabilities
Current Liabilities 28,214 34,909
Long Term Liabilities 1,909,565 3,066,393
Total Liabilities 1,937,779 3,101,302

Deferred Inflows 952,892 783,974

Net Position
Unrestricted (1,645,605) (2,028,280)
Total Net Position (1,645,605)$   (2,028,280)$   

(Table 1)
Statement of Net Position

 
Total assets decreased $10,725 from 2017. This was primarily due to the decrease in state aid receivable 
and cash and cash equivalents. Long term liabilities decreased $1,156,828 from 2017. The significant 
decrease in long term liabilities is largely the result of a change in benefit terms in which STRS reduced 
their COLA to zero coupled by a slight reduction in COLA benefits by SERS. The significant changes in 
pension and OPEB deferred outflows and pension deferred inflows are primarily from changes in 

Attachment 26: Audited Financial Statements Page 5679



West Park Academy 
Cuyahoga County, Ohio 

Management’s Discussion and Analysis 
For the Fiscal Year Ended June 30, 2018 

(Unaudited) 
 

 

6 
 

proportionate share of contributions.  All components of pension and OPEB accruals contribute to the 
fluctuations in deferred outflows/inflows and NPL/NOL and are described in more detail in their 
respective notes. 
 
Statement of Revenues, Expenses, and Changes in Net Position 
 
Table 2 shows the changes in net position for fiscal year 2018 and 2017. 

 

2018 2017

Operating Revenue 1,871,725$     2,050,316$     
Non-Operating Revenue 403,735 419,219
Total Revenue 2,275,460 2,469,535

Operating Expenses 1,892,785 3,009,628

Change In Net Position 382,675$       (540,093)$      

(Table 2)
Change in Net Position

 
The information necessary to restate the 2017 beginning balances and the 2017 OPEB expense amounts 
for the effects of the initial implementation of GASB 75 is not available. Therefore, 2017 functional 
expenses still include OPEB expense of $1,152 computed under GASB 45. GASB 45 required 
recognizing pension expense equal to the contractually required contributions to the plan. Under GASB 
75, OPEB expense represents additional amounts earned, adjusted by deferred inflows/outflows. The 
contractually required contribution is no longer a component of OPEB expense. Under GASB 75, the 
2018 statements report negative OPEB expense of $94,402. Consequently, in order to compare 2018 total 
program expenses to 2017, the following adjustments are needed: 
 

Total 2018 Program Expenses under GASB 75 1,892,785$        
Negative OPEB Expense under GASB 75 94,402
2018 Contractually Required Contribution 2,249

Adjusted 2018 Program Expenses 1,989,436
Total 2017 Program Expenses under GASB 45 3,009,628
Decrease in Program Expenses not Related to OPEB (1,020,192)$       

 
The School’s operating and non-operating revenues in 2018 were based on the School’s full-time 
equivalent (FTE) and the School’s federal grant funding received throughout the year. The decrease in 
School’s revenue was primarily caused by the decrease in student enrollment. The School’s most 
significant expenses, “Purchased Services: Management Fees” are a result of the management agreement 
in place between the School and STA West Park, LLC. The agreement provides that specific percentages 
of the revenues received by the School will be paid to STA West Park, LLC to fund operations (see notes 
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to the financial statements, note 8).  See financial highlights for explanation of fluctuations in operating 
expenses.  The negative expense reported by pension and OPEB was also caused by these accruals. 
 
Current Financial Issues 
 
West Park Academy received revenue for 210 students in 2018. State law governing community schools 
allows for the School to have open enrollment across traditional school district boundaries.   
 
The School receives its support almost entirely from state aid. Per pupil revenue from state aid for the 
School averaged $8,913 in fiscal year 2018. The School receives additional revenues from grant 
subsidies. 
 
Although there is a possibility that State aid will be cut in future years due to the economic climate, the 
School feels that the relationship with the management company will insulate them from any significant 
change. The relationship brings stability to the School since specific percentages of revenues are payable 
to the management company (See notes to the basic financials statements, note 8). 
 
Contacting the School’s Financial Management 
 
This financial report is designed to provide our readers with a general overview of the School’s finances 
and to show the School’s accountability for the money it receives.  If you have questions about this report 
or need additional information, contact the Fiscal Officer at 3320 West Market Street, Suite 300, 
Fairlawn, Ohio 44333. 
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ASSETS

Current Assets
Cash & Cash Equivalents 72,162$                      
Prepaid Insurance 886
Grant Funding Receivable 18,863

Total Assets 91,911

DEFERRED OUTFLOWS OF RESOURCES

Pension 1,137,237
OPEB 15,918

Total Deferred Outflows of Resources 1,153,155

LIABILITIES

Current Liabilities
Accounts Payable 9,350
Grant Funding Payable 18,864

Total Current Liabilities 28,214

Long Term Liabilities
Net Pension Liability 1,601,593
Net OPEB Liability 307,972

Total Long Term Liabilities 1,909,565

Total Liabilities 1,937,779

DEFERRED INFLOWS OF RESOURCES

Pension 840,516
OPEB 112,376

Total Deferred Inflows of Resources 952,892

NET POSITION

Unrestricted Net Position (1,645,605)

Total Net Position (1,645,605)$                

Statement of Net Position
Cuyahoga County, Ohio

West Park Academy

June 30, 2018

8
See accompanying notes to the basic financial statements.
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OPERATING REVENUES

State Basic Aid 1,819,573$                 
Facilities Aid 40,941
Casino Revenue 11,211

Total Operating Revenues 1,871,725

OPERATING EXPENSES

Purchased Services: Management Fees 1,780,255
Purchased Services: Grant Programs 385,795
Pension & OPEB Expense (386,705)
Sponsorship Fees 54,196
Other Expenses 59,244

Total Operating Expenses 1,892,785

Operating Income (Loss) (21,060)

NON-OPERATING REVENUES

Federal and State Grants 385,795
Miscellaneous 17,940

Total Non-Operating Revenues 403,735

Change in Net Position 382,675

Net Position Beginning of Year (Restated) (2,028,280)

Net Position End of Year (1,645,605)$                

Statement of Revenues, Expenses, and Changes in Net Position
For the Fiscal Year Ended June 30, 2018

West Park Academy
Cuyahoga County, Ohio

9
See accompanying notes to the basic financial statements.
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INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH FLOWS FROM OPERATING ACTIVITIES

Cash Received From State Aid 1,872,052$                 
Cash Payments To Suppliers For Goods And Services (2,278,549)

                                     
Net Cash Used For Operating Activities (406,497)

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Cash Received From Grant Programs 385,795
Cash Received From Miscellaneous Sources 17,940

Net Cash Received From Noncapital Financing Activities 403,735

Net Decrease in Cash and Cash Equivalents (2,762)

Cash and Cash Equivalents at Beginning of Year 74,924
                                    

Cash and Cash Equivalents at End of Year 72,162$                      
                                    

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH
USED FOR OPERATING ACTIVITIES

Operating Income (Loss) (21,060)$                     

ADJUSTMENTS TO RECONCILE OPERATING INCOME (LOSS) TO NET
CASH USED FOR OPERATING ACTIVITIES

Changes in Assets, Liabilities, and Deferred Outflows/Inflows:
Accounts Receivable 80
State Aid Receivable 6,533
Prepaids (1)
Deferred Outflows of Resources 601,205
Deferred Inflows of Resources 168,918
Accounts Payable 862
Continuing Fees Payable (6,206)
Net Pension/OPEB Liability (1,156,828)

                                     
Total Adjustments (385,437)

                                    
Net Cash Used For Operating Activities (406,497)$                   

For the Fiscal Year Ended June 30, 2018

West Park Academy
Cuyahoga County, Ohio
Statement of Cash Flows

10
See accompanying notes to the basic financial statements.
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NOTE 1 - DESCRIPTION OF THE SCHOOL AND REPORTING ENTITY 
 

West Park Academy (the School) is a federal tax exempt 501(c)(3) and state nonprofit corporation established 
pursuant to Ohio Rev. Code Chapters 3314 and 1702 to maintain and provide a school exclusively for any 
educational, literary, scientific and related teaching service. The School, which is part of the State’s education 
program, is independent of any school district.  The School may sue and be sued, acquire facilities as needed, 
and contract for any services necessary for the operation of the School.  

 
The School contracts with STA West, LLC for most of its functions (see note 8).  STA West, LLC is under 
ownership of ACCEL Schools of Ohio, LLC. 

 
The School signed a contract with Ohio Department of Education (Sponsor) to operate through June 30, 2019. 
The School operates under a self-appointing, five-member Board of Directors (the Board).  The School’s Code 
of Regulations specify that vacancies that arise on the Board will be filled by the appointment of a successor 
director by a majority vote of the then existing directors. The Board is responsible for carrying out the 
provisions of the contract with the Sponsor, which include, but are not limited to, state-mandated provisions 
regarding student population, curriculum, academic goals, performance standards, admission standards, and 
qualifications of teachers. The School has one instructional/support facility, which is leased by STA West, 
LLC. The facility is staffed with teaching personnel employed by STA West, LLC, who provide services to 
210 students. 
 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The financial statements of the School have been prepared in conformity with generally accepted accounting 
principles as applied to governmental nonprofit organizations. The Governmental Accounting Standards Board 
(GASB) is the accepted standard-setting body for establishing governmental accounting and financial reporting 
principles. The more significant of the School’s accounting policies are described on the following pages. 
 
Basis of Presentation 

 
The School’s financial statements consist of a Statement of Net Position, a Statement of Revenues, Expenses 
and Changes in Net Position, and a Statement of Cash Flows. Enterprise fund reporting focuses on the 
determination of the change in Net Position, financial position and cash flows. 

 
Auditor of State of Ohio Bulletin No. 2000-005 requires the presentation of all financial activity to be reported 
within one enterprise fund for year-end reporting purposes. Enterprise accounting is used to account for 
operations that are financed and operated in a manner similar to private business enterprises where the intent is 
that the costs (expenses) of providing goods or services to the general public on a continuing basis be financed 
or recovered primarily through user charges. 

 
Measurement Focus and Basis of Accounting 

 
The accounting and financial reporting treatment applied to a fund is determined by its measurement focus.  
Enterprise accounting uses a flow of economic resources measurement focus.  With this measurement focus, all 
assets and deferred outflows of resources as well as all liabilities and deferred inflows of resources are included 
on the Statement of Net Position.  Operating statements present increases (i.e., revenues) and decreases (i.e., 
expenses) in Net Position. The accrual basis of accounting is utilized for reporting purposes.  Revenues are 
recognized when they are earned, and expenses are recognized when they are incurred. 
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Budgetary Process 
 
Community schools are statutorily required to adopt a budget by Ohio Revised Code 3314.032(C).  However, 
unlike traditional public schools located in the State of Ohio, community schools are not required to follow the 
specific budgetary process and limits set forth in the Ohio Revised Code Chapter 5705, unless specifically 
provided in the contract between the School and its Sponsor. The contract between the School and its Sponsor 
does not require the School to follow the provisions Ohio Revised Code Chapter 5705; therefore, no budgetary 
information is presented in the basic financial statements.   
 
Cash and Cash Equivalents 

 
All cash received by the School is maintained in a demand deposit account. 
  
Intergovernmental Revenues 
 
The School currently participates in the State Foundation Program, Facilities Aid and casino tax distributions, 
which are reflected under “Operating revenues” on the Statement of Revenues, Expenses, and Changes in Net 
Position.  Revenues received from these programs are recognized as operating revenue in the accounting period 
in which all eligibility requirements have been met. 

 
Non-exchange transactions, in which the School receives value without directly giving equal value in return, 
include grants, entitlements, and contributions. Grants, entitlements, and contributions are recognized as non-
operating revenues in the accounting period in which all eligibility requirements have been met. 
 
Eligibility requirements include timing requirements, which specify the year when the resources are required to 
be used or the fiscal year when use is first permitted; matching requirements, in which the School must provide 
local resources to be used for a specified purpose; and expenditure requirements, in which the resources are 
provided to the School on a reimbursement basis. 
 
Capital Assets and Depreciation 

 
For purposes of recording capital assets, the Board has a capitalization threshold of $5,000.  
 
Use of Estimates 

 
In preparing the financial statements, management is sometimes required to make estimates and assumptions 
that affect the reported amounts of assets and deferred outflows of resources, and liabilities and deferred 
inflows of resources, the disclosure of contingent assets and liabilities at the date of the financial statements, 
and the reported amounts of revenues and expenses during the reporting period.  Actual results could differ 
from those estimates. 
 
Net Position 
 
Net Position represents the difference between assets and deferred outflows of resources, and liabilities and 
deferred inflows of resources. All of the School's Net position is unrestricted. The School applies restricted 
resources first when an expense is incurred for purposes for which both restricted and unrestricted net position 
is available. 
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Operating Revenues and Expenses 
 
Operating revenues are those revenues that are generated directly from the School’s primary activities. For the 
School, these revenues are primarily state aid payments. Operating expenses are necessary costs incurred to 
provide the goods and services that are the primary activities of the School. Revenues and expenses not 
meeting this definition are reported as non-operating. 

 
Pensions and Other Postemployment Benefits (OPEB) 
 
For purposes of measuring the net pension/OPEB liability, deferred outflows of resources and deferred inflows 
of resources related to pension/OPEB, and pension/OPEB expense; information about the fiduciary net 
position of the pension/OPEB plans and additions to/deductions from their fiduciary net positon have been 
determined on the same basis as they are reported by the pension/OPEB plan.  For this purpose, benefit 
payments (including refunds of employee contributions) are recognized when due and payable in accordance 
with the benefit terms.  The pension/OPEB plans report investments at fair value. 
 
Deferred Outflows/Inflows of Resources  
 
In addition to assets, the statements of financial position will sometimes report a separate section for deferred 
outflows of resources. Deferred outflows of resources represent a consumption of net position that applies to a 
future period and will not be recognized as an outflow of resources (expense/expenditure) until then. For the 
School, deferred outflows of resources are reported on the statement of net position for pension and OPEB. 
The deferred outflows of resources related to pension and OPEB plans are explained in Notes 11 and 12. 
 
In addition to liabilities, the statements of financial position report a separate section for deferred inflows of 
resources. Deferred inflows of resources represent an acquisition of net position that applies to a future period 
and will not be recognized until that time. For the School, deferred inflows of resources include pension and 
OPEB, which are reported on the statement of net position. (See Notes 11 and 12). 

 
Prepaid 

 
Payments made to vendors for services that will benefit periods beyond June 30, 2018, are recorded as prepaid 
items using the consumption method.  A current asset for the prepaid amount is recorded at the time of 
purchase and an expenditure/expense is reported in the year which services are consumed. 
 
NOTE 3 – IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES AND RESTATEMENT  
OF NET POSITION 
 
For the fiscal year ended June 30, 2018, the School has implemented Governmental Accounting Standards 
Board (GASB) Statement No. 75, Accounting and Financial reporting for Postemployment Benefits other than 
Pensions, GASB Statement No. 81, Irrevocable Split-Interest Agreements, GASB Statement No. 85, Omnibus 
2017 and GASB Statement No. 86, Certain Debt Extinguishments. 
 
GASB Statement No. 75 requires recognition of the entire net postemployment benefits other than pensions 
(other postemployment benefits or OPEB) liability and a more comprehensive measure of postemployment 
benefits expense for OPEB provided to the employees of state and local governmental employers through 
OPEB plans that are administered through trusts or equivalent arrangements. The implementation of GASB 
Statement No. 75 resulted in the inclusion of net OPEB liability and OPEB expense components on the 
financial statements.  See below for the effect on net position as previously reported. 
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Net Position, June 30, 2017 (1,527,199)$       
Adjustments:

Net OPEB Liability (502,233)
Deferred Outflow-Payments Subsequent to Measurement Date 1,152

Restated Net Position, July 1, 2017 (2,028,280)$       

 
Other than employer contributions subsequent to the measurement date, the School made no restatement for 
deferred inflows/outflows of resources as the information needed to generate these restatements was not 
available. 
 
GASB Statement No. 81 requires that a government that receives resources pursuant to an irrevocable split-
interest agreement recognize assets, liabilities, and deferred inflows of resources at the inception of the 
agreement. Furthermore, it requires that a government recognize assets representing its beneficial interests in 
irrevocable split-interest agreements that are administered by a third party, if the government controls the 
present service capacity of the beneficial interests. This Statement also requires that a government recognize 
revenue when the resources become applicable to the reporting period.  The implementation of GASB 
Statement No. 81 did not have an effect on the financial statements of the School. 
 
GASB Statement No. 85 addresses a variety of topics including issues related to blending component units, 
goodwill, fair value measurement and application, and postemployment benefits. These changes were 
incorporated in the School’s fiscal year 2018 financial statements; however, there was no effect on beginning 
net position/fund balance.  
 
GASB Statement No. 86 addresses the reporting and disclosure requirements of certain debt extinguishments 
including in-substance defeasance transactions and prepaid insurance associated with debt that is extinguished. 
The implementation of GASB Statement No. 86 did not have an effect on the financial statements of the 
School. 
 
NOTE 4 - DEPOSITS AND INVESTMENTS 

 
Protection of the School’s deposits is provided by the Federal Deposit Insurance Corporation (FDIC), by 
eligible securities pledged by the financial institution as security for repayment, or by the financial institutions 
participation in the Ohio Pooled Collateral System (OPCS), a collateral pool of eligible securities deposited 
with a qualified trustee and pledged to the Treasurer of State to secure the repayment of all public monies 
deposited in the financial institution. 
 
Investments 

 
As of June 30, 2018, the School had no investments. 

  
NOTE 5 - GRANT FUNDING RECEIVABLE/PAYABLE 
 
The School has recorded “Grant funding receivable” in the amount of $18,863 to account for the remainder of 
State and Federal awards allocated to the School, but not received as of June 30, 2018. 

 
Under the terms of the management agreement (see note 8), the School has recorded a liability to STA West, 
LLC in the amount of $18,864 for 100 percent of any State and Federal monies uncollected or unpaid to STA 
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West, LLC as of June 30, 2018. 
 
NOTE 6 - CAPITAL ASSETS AND DEPRECIATION 
 

For the year ended June 30, 2018, there were no capital assets. 
 

NOTE 7 - RISK MANAGEMENT 
 

Property and Liability  
 
The School is exposed to various risks of loss related to torts; theft or damage to, and destruction of assets; 
errors and omissions; injuries to employees; and natural disasters. As part of its management agreement with, 
STA West, LLC, STA West, LLC has contracted with an insurance company for property and general liability 
insurance pursuant to the management agreement (see note 8).  There was no significant reduction in insurance 
coverage from the prior year and there have not been any claims exceeding coverage the past three years. 

 
Director and Officer 
 

Coverage has been purchased by the School with a $1,000,000 aggregate limit and a $5,000 or $10,000 
deductible, depending on the claim. 
 
NOTE 8 - AGREEMENT WITH STA WEST, LLC 
 
Effective July 1, 2013, the School entered into a management agreement (Agreement) with STA West, LLC, 
which is an educational consulting and Management Company. The term of the Agreement with STA West, 
LLC is for 5 years and will renew for additional, successive five (5) year terms unless one party notifies the 
other party on or before the January 1 prior to the expiration of the then-current term of its intention to not 
renew the Agreement. Substantially all functions of the School have been contracted to STA West, LLC.  STA 
West, LLC is responsible and accountable to the School’s Board of Directors for the administration and 
operation of the School. The School is required to pay STA West, LLC a monthly continuing fee of 95 percent 
of the School's “Qualified Gross Revenues”, defined in the Agreement as, all revenues and income received by 
the School except for charitable contributions and other miscellaneous revenues and STA West, LLC shall 
receive 100 percent of any and all grants or funding of any kind generated by STA West, LLC, and its affiliates 
beyond the regular per pupil state funding received by the School, subject to any terms and conditions attached 
to the grants, if any.  The continuing fee is paid to STA West, LLC based on the qualified gross revenues.  

 
The School had purchased service expenses for the year ended June 30, 2018, to STA West, LLC, of 
$2,166,050 of which $18,864 was payable to STA West, LLC at June 30, 2018. STA West, LLC will be 
responsible for all costs incurred in providing the educational program at the School, which include but are not 
limited to, salaries and benefits of all personnel, curriculum materials, textbooks, library books, computers and 
other equipment, software, supplies, building payments, maintenance, capital, and insurance. 
 
NOTE 9 - SPONSORSHIP FEES 
 
Under Paragraph D(5) of the sponsor contract with ODE, it states that the School “…shall pay to the Sponsor 
the amount of three percent (3%) of the total state funds received each year, in consideration for the time, 
organization, oversight, fees and costs of the Sponsor pursuant to this contract.”  Such fees are paid to the ODE 
monthly. As indicated on the Statement of Revenues, Expenses, and Changes in Net Position, the School 
incurred $54,196 in sponsorship fees to the Sponsor. 
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NOTE 10 - MANAGEMENT COMPANY EXPENSES 
 
As of June 30, 2018, STA West, LLC and its affiliates incurred the following expenses on behalf of the 
School: 
 

Regular 
Instruction

(1100 Function 
Codes)

Special 
Instruction

(1200 Function 
Codes)

Support 
Services

(2000 Function 
Codes)

Non-Instructional 
(3000 through 
7000 Function 

Codes)

Total

Direct Expenses: 
Salaries & Wages (100 Object Codes) 528,231$        -$                113,306$        -$                     641,537$    
Employees’ Benefits (200 Object Codes) 152,485          -                  35,054            -                       187,539      
Professional & Technical Services (410 Object Codes) 11,095            294,891          152,245          -                       458,231      
Property Services (420 Object Codes) -                  -                  437,547          -                       437,547      
Utilities (450 Object Codes) -                  -                  59,655            -                       59,655        
Contracted Craft or Trade Services (460 Object Codes) -                  -                  -                  121,738               121,738      
Transportation (480 Object Codes) -                  -                  175,304          -                       175,304      
Supplies (500 Object Codes) 43,967            2,646              25,765            -                       72,378        
Other Direct Costs (All Other Object Codes) -                  -                  119,659          -                       119,659      
Indirect Expenses: 
Overhead -                  -                  201,112          -                       201,112      
  
Total Expenses 735,778$        297,537$        1,319,647$     121,738$             2,474,700$ 

 
Overhead charges are assigned to the School based on a percentage of revenue.  These charges represent the 
indirect cost of services provided in the operation of the School.  Such services include, but are not limited to 
facilities management, equipment, operational support services, management and management consulting, 
board relations, human resources management, training and orientation, financial reporting and compliance, 
purchasing and procurement, education services, technology support, marketing and communications.  
 
NOTE 11 - DEFINED BENEFIT PENSION PLANS 
 
Net Pension Liability 
 
The net pension liability reported on the statement of net position represents a liability to employees for 
pensions. Pensions are a component of exchange transactions—between an employer and its employees—of 
salaries and benefits for employee services.  Pensions are provided to an employee—on a deferred-payment 
basis—as part of the total compensation package offered by an employer for employee services each financial 
period.  The obligation to sacrifice resources for pensions is a present obligation because it was created as a 
result of employment exchanges that already have occurred. 

 
The net pension liability represents the School’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-term 
variables, including estimated average life expectancies, earnings on investments, cost of living adjustments 
and others.  While these estimates use the best information available, unknowable future events require 
adjusting this estimate annually.   
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Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The School 
cannot control benefit terms or the manner in which pensions are financed; however, the School does receive 
the benefit of employees’ services in exchange for compensation including pension.  

 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from employee 
services; and (2) State statute requires all funding to come from these employers.  All contributions to date 
have come solely from these employers (which also includes costs paid in the form of withholdings from 
employees).  State statute requires the pension plans to amortize unfunded liabilities within 30 years.  If the 
amortization period exceeds 30 years, each pension plan’s board must propose corrective action to the State 
legislature.  Any resulting legislative change to benefits or funding could significantly affect the net pension 
liability.  Resulting adjustments to the net pension liability would be effective when the changes are legally 
enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability on 
the accrual basis of accounting.  Any liability for the contractually-required pension contribution outstanding at 
the end of the year is included in accounts payable.   

 
Plan Description - School Employees Retirement System (SERS) 
 
Plan Description – School non-teaching employees participate in SERS, a statewide, cost-sharing multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability and 
survivor benefits to plan members and beneficiaries.  Authority to establish and amend benefits is provided by 
Ohio Revised Code Chapter 3309.  SERS issues a publicly available, stand-alone financial report that includes 
financial statements, required supplementary information and detailed information about SERS’ fiduciary net 
position.  That report can be obtained by visiting the SERS website at www.ohsers.org under Employers/Audit 
Resources.  
 
Age and service requirements for retirement are as follows: 
  

Eligible to Retire on or before Eligible to Retire on or after
August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.  
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that varies 
based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of service credit 
over 30.  Final average salary is the average of the highest three years of salary. 
 
When a benefit recipient has received benefits for 12 months, an annual COLA is provided. This COLA is 
calculated on the base retirement benefit at the date of retirement and is not compounded. For those retiring 
prior to January 7, 2013, the COLA will continue to be a three percent simple annual COLA. For those retiring 
after January 7, 2013, beginning in calendar year 2019, the COLA will be based on the average percentage 
increase in the Consumer Price Index, capped at three percent. 
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Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and the 
School is required to contribute 14 percent of annual covered payroll.  The contribution requirements of plan 
members and employers are established and may be amended by the SERS’ Retirement Board up to statutory 
maximum amounts of 10 percent for plan members and 14 percent for employers.  The Retirement Board, 
acting with the advice of the actuary, allocates the employer contribution rate among four of the System’s 
funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care Fund).  For the fiscal year 
ended June 30, 2018, the allocation to pension, death benefits, and Medicare B was 14 percent.  SERS 
allocated 0.5 percent of employer contributions to the Health Care Fund for fiscal year 2018. 
 
The School’s contractually required contribution to SERS was $13,784 for fiscal year 2018. 
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS issues a 
stand-alone financial report that includes financial statements, required supplementary information and detailed 
information about STRS’ fiduciary net position.  That report can be obtained by writing to STRS, 275 E. 
Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the STRS Web site at 
www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined Contribution 
(DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307.  The DB plan 
offers an annual retirement allowance based on final average salary multiplied by a percentage that varies 
based on years of service.  Effective August 1, 2015, the calculation was 2.2 percent of final average salary for 
the five highest years of earnings multiplied by all years of service. Members are eligible to retire at age 60 
with five years of qualifying service credit, or at age 55 with 26 years of service, or 31 years of service 
regardless of age.  Eligibility changes will be phased in until August 1, 2026, when retirement eligibility for 
unreduced benefits will be five years of service credit and age 65, or 35 years of service credit and at least age 
60. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by the 
member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined benefit 
unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination of 
employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent of 
the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
Member contributions to the DC Plan are allocated among investment choices by the member, and 
contributions to the DB Plan from the employer and the member are used to fund the defined benefit payment 
at a reduced level from the regular DB Plan. The defined benefit portion of the Combined Plan payment is 
payable to a member on or after age 60 with five years of service. The defined contribution portion of the 
account may be taken as a lump sum payment or converted to a lifetime monthly annuity after termination of 
employment at age 50 or later. 
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New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer to 
another STRS plan.  The optional annuitization of a member’s defined contribution account or the defined 
contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS bearing the 
risk of investment gain or loss on the account.  STRS has therefore included all three plan options as one 
defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be disabled 
may qualify for a disability benefit.  Eligible survivors of members who die before service retirement may 
qualify for monthly benefits.  New members on or after July 1, 2013, must have at least ten years of qualifying 
service credit to apply for disability benefits.  Members in the DC Plan who become disabled are entitled only 
to their account balance.  If a member of the DC Plan dies before retirement benefits begin, the member’s 
designated beneficiary is entitled to receive the member’s account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers Retirement 
Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 30, 2018, plan 
members were required to contribute 14 percent of their annual covered salary. The School was required to 
contribute 14 percent; the entire 14 percent was the portion used to fund pension obligations.  The fiscal year 
2018 contribution rates were equal to the statutory maximum rates. 

 
The School’s contractually required contribution to STRS was $78,649 for fiscal year 2018.  
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
 
The net pension liability was measured as of June 30, 2017, and the total pension liability used to calculate the 
net pension liability was determined by an independent actuarial valuation as of that date. The School's 
employer allocation percentage of the net pension liability was based on the employer’s share of employer 
contributions in the pension plan relative to the total employer contributions of all participating employers. 
Following is information related to the proportionate share and pension expense: 
 

SERS STRS Total
Proportion of the Net Pension Liability:

Current Measurement Date 0.00267650% 0.00606889%
Prior Measurement Date 0.00641830% 0.00625698%

Change in Proportionate Share -0.00374180% -0.00018809%

Proportionate Share of the Net 
  Pension Liability 159,915$             1,441,678$           1,601,593$         
Pension Expense (1,476)$               (196,145)$            (197,621)$           

 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to the 
difference between projected and actual investment earnings, differences between expected and actual actuarial 
experience, changes in assumptions and changes in the School’s proportion of the collective net pension 
liability. The deferred outflows and deferred inflows are to be included in pension expense over current and 
future periods. The difference between projected and actual investment earnings is recognized in pension 
expense using a straight line method over a five year period beginning in the current year. Deferred outflows 
and deferred inflows resulting from changes in sources other than differences between projected and actual 
investment earnings are amortized over the average expected remaining service lives of all members (both 
active and inactive) using the straight line method. Employer contributions to the pension plan subsequent to 
the measurement date are also required to be reported as a deferred outflow of resources.  
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At June 30, 2018 the School reported deferred outflows of resources and deferred inflows of resources related 
to pensions from the following sources:  
 

SERS STRS Total
Deferred Outflows of Resources
Differences between Expected and 
  Actual Experience 6,883$                 55,670$               62,553$             
Changes of Assumptions 8,269 315,310 323,579
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 122,726 535,946 658,672
School Contributions Subsequent to the 
  Measurement Date 13,784 78,649 92,433
Total Deferred Outflows of Resources 151,662$             985,575$             1,137,237$         

Deferred Inflows of Resources
Differences between Expected and 
  Actual Experience 0$                       11,619$               11,619$             
Net Difference between Projected and 
  Actual Earnings on Pension Plan Investments 759 47,577 48,336
Changes in Proportion and Differences between 
  School Contributions and Proportionate  
  Share of Contributions 272,062 508,499 780,561
Total Deferred Inflows of Resources 272,821$             567,695$             840,516$           

 
 
$92,433 reported as deferred outflows of resources related to pension resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net pension liability in the fiscal 
year ending June 30, 2019.  Other amounts reported as deferred outflows of resources and deferred inflows of 
resources related to pension will be recognized in pension expense as follows:  

SERS STRS Total
Fiscal Year Ending June 30:

2019 5,567$                 425,395$             430,962$           
2020 (92,740) (26,503) (119,243)
2021 (44,042) (73,659) (117,701)
2022 (3,728) 13,998 10,270

(134,943)$            339,231$             204,288$           
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Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67, as 
part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations of an 
ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment terminations).  Actuarially determined amounts are subject to continual review and 
potential modifications, as actual results are compared with past expectations and new estimates are made 
about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time of each 
valuation and the historical pattern of sharing benefit costs between the employers and plan members to that 
point. The projection of benefits for financial reporting purposes does not explicitly incorporate the potential 
effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations will 
take into account the employee's entire career with the employer and also take into consideration the benefits, if 
any, paid to the employee after termination of employment until the death of the employee and any applicable 
contingent annuitant. In many cases, actuarial calculations reflect several decades of service with the employer 
and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial valuation, 
prepared as of June 30, 2017, are presented below: 
 
Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
COLA or Ad Hoc COLA 2.50 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)  
 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with fully 
generational projection and a five year age set-back for both males and females.  Mortality among service 
retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with fully 
generational projection with Scale BB, 120 percent of male rates and 110 percent of female rates.  Mortality 
among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 percent for male rates 
and 100 percent for female rates, set back five years is used for the period after disability retirement.  
 
The actuarial assumptions used in the June 30, 2017 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, payroll 
growth assumption and assumed real wage growth were reduced in the most recent actuarial valuation.  The 
rates of withdrawal, retirement and disability updated to reflect recent experience and mortality rates were also 
updated. 
 
The long-term return expectation for the Pension Plan Investments has been determined by using a building-
block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  A forecasted 
rate of inflation serves as the baseline for the return expectation.  Various real return premiums over the 
baseline inflation rate have been established for each asset class.  The long-term expected nominal rate of 
return has been determined by calculating an arithmetic weighted average of the expected real return premiums 
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for each asset class, adding the projected inflation rate, and adding the expected return from rebalancing 
uncorrelated asset classes. The target allocation and best estimates of arithmetic real rates of return for each 
major assets class are summarized in the following table: 
 

Asset Class
Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return

 
 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers and 
from the members would be computed based on contribution requirements as stipulated by State statute.  
Projected inflows from investment earnings were calculated using the long-term assumed investment rate of 
return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position was projected to be 
available to make all future benefit payments of current plan members.  Therefore, the long-term expected rate 
of return on pension plan investments was applied to all periods of projected benefits to determine the total 
pension liability.   
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount Rate 
Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact the 
following table presents the School’s proportionate share of the net pension liability calculated using the 
discount rate of 7.50 percent, as well as what each plan’s net pension liability would be if it were calculated 
using a discount rate that is one percentage point lower (6.50 percent), or one percentage point higher (8.50 
percent) than the current rate. 

1% Decrease
(6.50%)

Current 
Discount Rate

(7.50%)
1% Increase 

(8.50%)
School's Proportionate Share
  of the Net Pension Liability 221,920$             159,915$             107,973$            
 
Actuarial Assumptions - STRS 
 
The total pension liability in the June 30, 2017, actuarial valuation was determined using the following 
actuarial assumptions, applied to all periods included in the measurement:  
 

Inflation 2.50 percent
Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Cost-of-Living Adjustments 0.00 percent effective July 1, 2017  
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Post-retirement mortality rates for healthy retirees are based on the RP-2014 Annuitant Mortality Table with 50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 
80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality improvement 
scale MP-2016. Post-retirement disabled mortality rates are based on the RP-2014 Disabled Mortality Table 
with 90 percent of rates for males and 100 percent of rates for females, projected forward generationally using 
mortality improvement scale MP-2016. Pre-retirement mortality rates are based on RP-2014 Employee 
Mortality Table, projected forward generationally using mortality improvement scale MP-2016. 
 
Actuarial assumptions used in the July 1, 2017, valuation are based on the results of an actuarial experience 
study for the period July 1, 2011 through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on the 
target allocation adopted by the Retirement Board. The target allocation and long-term expected rate of return 
for each major asset class are summarized as follows:  
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected

 
 

*The target allocation percentage is effective as of July 1, 2017. Target weights will be phased in over a 24-
month period concluding on July 1, 2019. 
 
**Ten year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25 
percent and does not include investment expenses. Over a 30-year period, STRS’ investment consultant 
indicates that the above target allocations should generate a return above the actuarial rate of return, without 
net value added by management. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 30, 
2017. The projection of cash flows used to determine the discount rate assumes member and employer 
contributions will be made at the statutory contribution rates in accordance with rate increases described above. 
 For this purpose, only employer contributions that are intended to fund benefits of current plan members and 
their beneficiaries are included. Based on those assumptions, STRS’ fiduciary net position was projected to be 
available to make all projected future benefit payments to current plan members as of June 30, 2017. 
Therefore, the long-term expected rate of return on pension plan investments of 7.45 percent was applied to all 
periods of projected benefit payments to determine the total pension liability as of June 30, 2017. 
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the Discount Rate 
The following table presents the School's proportionate share of the net pension liability as of June 30, 2017, 
calculated using the current period discount rate assumption of 7.45 percent, as well as what the School's 
proportionate share of the net pension liability would be if it were calculated using a discount rate that is one-
percentage-point lower (6.45 percent) or one-percentage-point higher (8.45 percent) than the current 
assumption:  
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1% Decrease
(6.45%)

Current 
Discount Rate

(7.45%)
1% Increase 

(8.45%)
School's Proportionate Share
  of the Net Pension Liability 2,066,596$           1,441,678$           915,278$            
 
Assumption Changes since the Prior Measurement Date 
The Retirement Board approved several changes to the actuarial assumptions in 2017. The long term expected 
rate of return was reduced from 7.75 percent to 7.45 percent, the inflation assumption was lowered from 2.75 
percent to 2.50 percent, the payroll growth assumption was lowered to 3.00 percent, and total salary increases 
rate was lowered by decreasing the merit component of the individual salary increases, in addition to a decrease 
of 0.25 percent due to lower inflation. The healthy and disabled mortality assumptions were updated to the RP-
2014 mortality tables with generational improvement scale MP-2016. Rates of retirement, termination and 
disability were modified to better reflect anticipated future experience. 
 
Benefit Term Changes since the Prior Measurement Date 
Effective July 1, 2017, the COLA was reduced to zero.  
 
NOTE 12 - DEFINED BENEFIT OPEB PLANS 
 
Net OPEB Liability 

 
The net OPEB liability reported on the statement of net position represents a liability to employees for OPEB. 
OPEB is a component of exchange transactions-–between an employer and its employees—of salaries and 
benefits for employee services.  OPEB are provided to an employee—on a deferred-payment basis—as part of 
the total compensation package offered by an employer for employee services each financial period.  The 
obligation to sacrifice resources for OPEB is a present obligation because it was created as a result of 
employment exchanges that already have occurred. 

 
The net OPEB liability represents the School’s proportionate share of each OPEB plan’s collective actuarial 
present value of projected benefit payments attributable to past periods of service, net of each OPEB plan’s 
fiduciary net position.  The net OPEB liability calculation is dependent on critical long-term variables, 
including estimated average life expectancies, earnings on investments, cost of living adjustments and others.  
While these estimates use the best information available, unknowable future events require adjusting these 
estimates annually.   

 
Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The School 
cannot control benefit terms or the manner in which OPEB are financed; however, the School does receive the 
benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the liability is solely the obligation of the employer, because they benefit from employee 
services.  OPEB contributions come from these employers and health care plan enrollees which pay a portion 
of the health care costs in the form of a monthly premium.  The Ohio revised Code permits, but does not 
require the retirement systems to provide healthcare to eligible benefit recipients. Any change to benefits or 
funding could significantly affect the net OPEB liability. Resulting adjustments to the net OPEB liability 
would be effective when the changes are legally enforceable. The retirement systems may allocate a portion of 
the employer contributions to provide for these OPEB benefits. 
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The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB liability on the 
accrual basis of accounting.  Any liability for the contractually-required OPEB contribution outstanding at the 
end of the year is included in accounts payable. 

 
Plan Description - School Employees Retirement System (SERS) 
 
Health Care Plan Description - The School contributes to the SERS Health Care Fund, administered by SERS 
for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a cost-
sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare benefits to 
eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible dependents. 
Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most types of purchased 
credit, to qualify to participate in SERS’ health care coverage. In addition to age and service retirees, disability 
benefit recipients and beneficiaries who are receiving monthly benefits due to the death of a member or retiree, 
are eligible for SERS’ health care coverage. Most retirees and dependents choosing SERS’ health care 
coverage are over the age of 65 and therefore enrolled in a fully insured Medicare Advantage plan; however, 
SERS maintains a traditional, self-insured preferred provider organization for its non-Medicare retiree 
population. For both groups, SERS offers a self-insured prescription drug program. Health care is a benefit that 
is permitted, not mandated, by statute.  The financial report of the Plan is included in the SERS Comprehensive 
Annual Financial Report which can be obtained on SERS’ website at www.ohsers.org under Employers/Audit 
Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the Ohio 
Revised Code. The Health Care Fund was established and is administered in accordance with Internal Revenue 
Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any health plan or 
program. Active employee members do not contribute to the Health Care Plan.  The SERS Retirement Board 
established the rules for the premiums paid by the retirees for health care coverage for themselves and their 
dependents or for their surviving beneficiaries.  Premiums vary depending on the plan selected, qualified years 
of service, Medicare eligibility, and retirement status.   
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer contributions.  
Each year, after the allocation for statutorily required pensions and benefits, the Retirement Board may allocate 
the remainder of the employer contribution of 14 percent of covered payroll to the Health Care Fund in 
accordance with the funding policy. For fiscal year 2018, .5 percent of covered payroll was made to health 
care. An additional health care surcharge on employers is collected for employees earning less than an 
actuarially determined minimum compensation amount, pro-rated if less than a full year of service credit was 
earned. For fiscal year 2018, this amount was $23,700. Statutes provide that no employer shall pay a health 
care surcharge greater than 2 percent of that employer’s SERS-covered payroll; nor may SERS collect in 
aggregate more than 1.5 percent of the total statewide SERS-covered payroll for the health care surcharge.  For 
fiscal year 2018, the School’s surcharge obligation was $1,738.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total amount 
assigned to the Health Care Fund. The School’s contractually required contribution to SERS was $2,249 for 
fiscal year 2018.   Of this amount $1,738 is reported as an accounts payable. 
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Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part B 
premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the report of 
STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed by 
STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees, for the most recent year, pay a portion of the health care costs in the form of a monthly premium.  
Under Ohio law, funding for post-employment health care may be deducted from employer contributions, 
currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2018, STRS did not allocate any 
employer contributions to post-employment health care.   
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB  
 
The net OPEB liability was measured as of June 30, 2017, and the total OPEB liability used to calculate the net 
OPEB liability was determined by an actuarial valuation as of that date. The School's proportion of the net 
OPEB liability was based on the School's share of contributions to the respective retirement systems relative to 
the contributions of all participating entities.  Following is information related to the proportionate share and 
OPEB expense: 

 
SERS STRS Total

Proportion of the Net OPEB Liability
Current Measurement Date 0.00265250% 0.00606889%
Prior Measurement Date 0.00588020% 0.00625698%

Change in Proportionate Share -0.00322770% -0.00018809%

Proportionate Share of the Net OPEB Liability 71,186$               236,786$             307,972$             
OPEB Expense (20,711)$              (73,691)$              (94,402)$               
 
At June 30, 2018, the School reported deferred outflows of resources and deferred inflows of resources related 
to OPEB from the following sources:  
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SERS STRS Total
Deferred Outflows of Resources
Differences between Expected and 
  Actual Experience 0$                       13,669$               13,669$               
School Contributions Subsequent to the 
  Measurement Date 2,249 0 2,249
Total Deferred Outflows of Resources 2,249$                 13,669$               15,918$               

Deferred Inflows of Resources
Net Difference between Projected and 
  Actual Earnings on OPEB Plan Investments 188$                   10,121$               10,309$               
Changes of Assumptions 6,755 19,074 25,829
Changes in Proportionate Share and Differences 
  between School Contributions and
  Proportionate Share of Contributions 67,616 8,622 76,238
Total Deferred Inflows of Resources 74,559$               37,817$               112,376$             

 
$2,249 reported as deferred outflows of resources related to OPEB resulting from School contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the year 
ending June 30, 2019.  Other amounts reported as deferred outflows of resources and deferred inflows of 
resources related to OPEB will be recognized in OPEB expense as follows:  

SERS STRS Total
Fiscal Year Ending June 30:

2019 (26,994)$              (4,868)$               (31,862)$              
2020 (26,994) (4,868) (31,862)
2021 (20,524) (4,868) (25,392)
2022 (47) (4,869) (4,916)
2023 0 (2,338) (2,338)

Thereafter 0 (2,337) (2,337)

(74,559)$              (24,148)$              (98,707)$              
 

 
Actuarial Assumptions - SERS 
 
The total OPEB liability is determined by SERS’ actuaries in accordance with GASB Statement No. 74, as part 
of their annual actuarial valuation for each retirement plan. Actuarial valuations of an ongoing plan involve 
estimates of the value of reported amounts (e.g., salaries, credited service) and assumptions about the 
probability of occurrence of events far into the future (e.g., mortality, disabilities, retirements, employment 
terminations). Actuarially determined amounts are subject to continual review and potential modifications, as 
actual results are compared with past expectations and new estimates are made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time of each 
valuation and the historical pattern of sharing benefit costs between the employers and plan members to that 
point. The projection of benefits for financial reporting purposes does not explicitly incorporate the potential 
effects of legal or contractual funding limitations. 
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Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations will 
take into account the employee's entire career with the employer and also take into consideration the benefits, if 
any, paid to the employee after termination of employment until the death of the employee and any applicable 
contingent annuitant. In many cases, actuarial calculations reflect several decades of service with the employer 
and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total OPEB liability in the latest actuarial valuation date 
of June 30, 2017, are presented below: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Municipal Bond Index Rate

Measurement Date 3.56 percent
Prior Measurement Date 2.92 percent

Single Equivalent Interest Rate
Measurement Date 3.63 percent, net of plan investment expense, including price inflation
Prior Measurement Date 2.98 percent, net of plan investment expense, including price inflation

Medical Trend Assumption
Medicare 5.50 percent - 5.00 percent
Pre-Medicare 7.50 percent - 5.00 percent  

 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection and 
Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality Table with 
90 percent for male rates and 100 percent for female rates set back five years. 
 
The most recent experience study was completed for the five year period ended June 30, 2015.   
 
The long-term expected rate of return on plan assets is reviewed as part of the actuarial five-year experience 
study. The most recent study covers fiscal years 2010 through 2015, and was adopted by the Board on April 
21, 2016. Several factors are considered in evaluating the long-term rate of return assumption including long-
term historical data, estimates inherent in current market data, and a log-normal distribution analysis in which 
best-estimate ranges of expected future real rates of return were developed by the investment consultant for 
each major asset class. These ranges were combined to produce the long-term expected rate of return, 7.50 
percent, by weighting the expected future real rates of return by the target asset allocation percentage and then 
adding expected inflation. The capital market assumptions developed by the investment consultant are intended 
for use over a 10-year horizon and may not be useful in setting the long-term rate of return for funding pension 
plans which covers a longer timeframe. The assumption is intended to be a long-term assumption and is not 
expected to change absent a significant change in the asset allocation, a change in the inflation assumption, or a 
fundamental change in the market that alters expected returns in future years. 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, as 
used in the June 30, 2015 five-year experience study, are summarized as follows: 
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Asset Class
Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return

 
 

Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2017 was 3.63 percent. 
The discount rate used to measure total OPEB liability prior to June 30, 2017 was 2.98 percent. The projection 
of cash flows used to determine the discount rate assumed that contributions will be made from members and 
the System at the state statute contribution rate of 2.00 percent of projected covered employee payroll each 
year, which includes a 1.50 percent payroll surcharge and 0.50 percent of contributions from the basic benefits 
plan. Based on these assumptions, the OPEB plan’s fiduciary net position was projected to become insufficient 
to make future benefit payments during the fiscal year ending June 30, 2025. Therefore, the long-term expected 
rate of return on OPEB plan assets was used to present value the projected benefit payments through the fiscal 
year ending June 30, 2024 and the Fidelity General Obligation 20-year Municipal Bond Index rate of 3.56 
percent, as of June 30, 2017 (i.e. municipal bond rate), was used to present value the projected benefit 
payments for the remaining years in the projection. The total present value of projected benefit payments from 
all years was then used to determine the single rate of return that was used as the discount rate. The projection 
of future benefit payments for all current plan members was until the benefit payments ran out. 
 
Sensitivity of the School's Proportionate Share of the Net OPEB Liability to Changes in the Discount Rate 
and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in the 
discount rate and the health care cost trend rate. The following table presents the net OPEB liability of SERS, 
what SERS' net OPEB liability would be if it were calculated using a discount rate that is 1 percentage point 
lower (2.63 percent) and higher (4.63 percent) than the current discount rate (3.63 percent). Also shown is 
what SERS' net OPEB liability would be based on health care cost trend rates that are 1 percentage point lower 
(6.5 percent decreasing to 4.0 percent) and higher (8.5 percent decreasing to 6.0 percent) than the current rate. 
  

1% Decrease
(2.63%)

Current 
Discount Rate

(3.63%)
1% Increase 

(4.63%)
School's Proportionate Share
  of the Net OPEB Liability 85,966$               71,186$               59,476$               

1% Decrease
Current 

Trend Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability 57,762$               71,186$               88,953$                
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Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results used in 
the June 30, 2017, actuarial valuation are presented below:   

 
Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Cost-of-Living Adjustments (COLA) 0.00 percent effective July 1, 2017
Blended Discount Rate of Return 4.13 percent
Health Care Cost Trends 6.00 percent to 11.00 percent, initial, 4.50 percent ultimate  

 
Projections of benefits include the historical pattern of sharing benefit costs between the employers and retired 
plan members. 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 percent of 
rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 and 84, 
and 100 percent of rates thereafter, projected forward generationally using mortality improvement scale MP-
2016. For disabled retirees, mortality rates are based on the RP-2014 Disabled Mortality Table with 90 percent 
of rates for males and 100 percent of rates for females, projected forward generationally using mortality 
improvement scale MP-2016. 
 
Actuarial assumptions used in the June 30, 2017, valuation are based on the results of an actuarial experience 
study for the period July 1, 2011 through June 30, 2016.  
 
Since the prior measurement date, the discount rate was increased from 3.26 percent to 4.13 percent based on 
the methodology defined under GASB Statement No. 74, Financial Reporting for Postemployment Benefit 
Plans Other Than Pension Plans (OPEB) and the long term expected rate of return was reduced from 7.75 
percent to 7.45 percent. Valuation year per capita health care costs were updated, and the salary scale was 
modified. The percentage of future retirees electing each option was updated based on current data and the 
percentage of future disabled retirees and terminated vested participants electing health coverage were 
decreased. The assumed mortality, disability, retirement, withdrawal and future health care cost trend rates 
were modified along with the portion of rebated prescription drug costs. 
 
Also since the prior measurement date, the subsidy multiplier for non-Medicare benefit recipients was reduced 
from 2.1 percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were 
discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 2019.  Subsequent to the current measurement date, 
the date for discontinuing remaining Medicare Part B premium reimbursements was extended to January 2020. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on the 
target allocation adopted by the Retirement Board.  The target allocation and long-term expected rate of return 
for each major asset class are summarized as follows:  
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Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

100.00 %

Allocation Real Rate of Return*
Target Long Term Expected

 
 

*Ten year annualized geometric nominal returns, which include the real rate of return and inflation of 2.25 
percent and does not include investment expenses.  Over a 30-year period, STRS' investment consultant 
indicates that the above target allocations should generate a return above the actual rate of return, without net 
value added by management. 
 
Discount Rate The discount rate used to measure the total OPEB liability was 4.13 percent as of June 30, 
2017. The projection of cash flows used to determine the discount rate assumes STRS Ohio continues to 
allocate no employer contributions to the health care fund. Based on these assumptions, the OPEB plan’s 
fiduciary net position was not projected to be sufficient to make all projected future benefit payments of current 
plan members. The OPEB plan’s fiduciary net position was projected to become insufficient to make future 
benefit payments during the fiscal year ending June 30, 2037.  Therefore, the long-term expected rate of return 
on OPEB plan assets was used to determine the present value of the projected benefit payments through the 
fiscal year ending June 30, 2036 and the Bond Buyer 20-year municipal bond rate of 3.58 percent as of June 
30, 2017 (i.e. municipal bond rate), was used to determine the present value of the projected benefit payments 
for the remaining years in the projection.  The total present value of projected benefit payments from all years 
was then used to determine the single rate of return that was used as the discount rate. The blended discount 
rate of 4.13 percent, which represents the long-term expected rate of return of 7.45 percent for the funded 
benefit payments and the Bond Buyer 20-year municipal bond rate of 3.58 percent for the unfunded benefit 
payments, was used to measure the total OPEB liability as of June 30, 2017.  A blended discount rate of 3.26 
percent which represents the long term expected rate of return of 7.75 percent for the funded benefit payments 
and the Bond Buyer 20-year municipal bond rate of 2.85 percent for the unfunded benefit payments was used 
to measure the total OPEB liability at June 30, 2016. 
 
Sensitivity of the School’s Proportionate Share of the Net OPEB Liability to Changes in the Discount and 
Health Care Cost Trend Rate The following table represents the net OPEB liability as of June 30, 2017, 
calculated using the current period discount rate assumption of 4.13 percent, as well as what the net OPEB 
liability would be if it were calculated using a discount rate that is one percentage point lower (3.13 percent) or 
one percentage point higher (5.13 percent) than the current assumption. Also shown is the net OPEB liability 
as if it were calculated using health care cost trend rates that are one percentage point lower or one percentage 
point higher than the current health care cost trend rates. 
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1% Decrease
(3.13%)

Current 
Discount Rate

(4.13%)
1% Increase 

(5.13%)
School's Proportionate Share
  of the Net OPEB Liability 317,881$             236,786$             172,694$             

1% Decrease
Current 

Trend Rate 1% Increase
School's Proportionate Share
  of the Net OPEB Liability 164,509$             236,786$             331,911$              

 
NOTE 13 - CONTINGENCES 

 
Grants 
 
Amounts received from grantor agencies are subject to audit and adjustment by the grantor. Any disallowed 
costs may require refunding to the grantor.  Amounts which may be disallowed, if any, are not presently 
determinable.  However, in the opinion of the School, any such disallowed claims will not have a material 
adverse effect on the financial position of the School. 
 
Enrollment FTE 
 
School foundation funding is based on the annualized full-time equivalent (FTE) enrollment of each 
student. However, there is an important nexus between attendance and enrollment for Foundation funding 
purposes.  Community schools must provide documentation that clearly demonstrates students have 
participated in learning opportunities. The Ohio Department of Education (ODE) is legislatively required to 
adjust/reconcile funding as enrollment information is updated by schools throughout the State, which can 
extend past the fiscal year end.  
   
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance.  As of the date of this report, ODE has not performed an FTE Review on the School for fiscal 
year 2018. 
 
As of the date of this report, additional ODE adjustments for fiscal year 2018 are not finalized.  As a result, the 
impact of future FTE adjustments on the fiscal year 2018 financial statements is not determinable, at this time. 
Management believes this may result in either an additional receivable to, or a liability of, the School. 
 
In addition, the School’s contracts with their Sponsor and Management Company require payment based on 
revenues received from the State. As discussed above, additional FTE adjustments for fiscal year 2018 are not 
finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 2018 financial 
statements, related to additional reconciliation necessary with these contracts, is not determinable.  
Management believes this may result in either an additional receivable to, or liability of, the School. 

 
Litigation 

 
The School is not a party to legal proceedings that, in the opinion of management, would have a material 
adverse effect on the financial statements. 
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2018 2017 2016 2015

School Employees Retirement System (SERS)

School's Proportion of the Net Pension Liability 0.00267650% 0.00641830% 0.01022340% 0.01066300%

School's Proportionate Share of the Net Pension Liability 159,915$      469,760$        583,357$     539,648$     

School's Covered Payroll 86,014$        287,950$        295,114$     208,651$     

School's Proportionate Share of the Net Pension Liability

as a Percentage of its Covered Payroll 185.92% 163.14% 197.67% 258.64%

Plan Fiduciary Net Position as a Percentage of the Total Pension Liability 69.50% 62.98% 69.16% 71.70%

State Teachers Retirement System (STRS)

School's Proportion of the Net Pension Liability 0.00606889% 0.00625698% 0.00908426% 0.00891526%

School's Proportionate Share of the Net Pension Liability 1,441,678$   2,094,400$     2,510,624$  2,168,500$  

School's Covered Payroll 667,200$      865,643$        1,201,357$  929,477$     

School's Proportionate Share of the Net Pension Liability

as a Percentage of its Covered Payroll 216.08% 241.95% 208.98% 233.30%

Plan Fiduciary Net Position as a Percentage of the Total Pension Liability 75.30% 66.80% 72.10% 74.70%

(1) Information prior to 2015 is not available.

Note: The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

West Park Academy
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net Pension Liability

Last Four Fiscal Years (1)

See accompanying notes to the required supplementary information.
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2018 2017 2016 2015

School Employees Retirement System (SERS)

Contractually Required Contribution 13,784$              12,042$              40,313$              38,896$              

Contributions in Relation to the 

Contractually Required Contribution (13,784) (12,042) (40,313) (38,896)

Contribution Deficiency (Excess) 0$                      0$                      0$                      0$                      

School's Covered Payroll 102,104$            86,014$              287,950$            295,114$            

Pension Contributions as a Percentage of 

Covered Payroll 13.50% 14.00% 14.00% 13.18%

State Teachers Retirement System (STRS)

Contractually Required Contribution 78,649$              93,408$              121,190$            168,190$            

Contributions in Relation to the 

Contractually Required Contribution (78,649) (93,408) (121,190) (168,190)

Contribution Deficiency (Excess) 0$                      0$                      0$                      0$                      

School's Covered Payroll 561,779$            667,200$            865,643$            1,201,357$         

Pension Contributions as a Percentage of 

Covered Payroll 14.00% 14.00% 14.00% 14.00%

(1) Information prior to 2014 is not available

West Park Academy
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Contributions  - Pension

Last Five Fiscal Years(1)

See accompanying notes to the required supplementary information.
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2014

28,919$              

(28,919)

0$                      

208,651$            

13.86%

120,832$            

(120,832)

0$                      

929,477$            

13.00%

See accompanying notes to the required supplementary information.
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2018 2017

School Employees Retirement System (SERS)

School's Proportion of the Net OPEB Liability 0.00265250% 0.00588020%

School's Proportionate Share of the Net OPEB Liability 71,186$                 167,608$               

School's Covered Payroll 86,014$                 287,950$               

School's Proportionate Share of the Net OPEB Liability
as a Percentage of its Covered Payroll 82.76% 58.21%

Plan Fiduciary Net Position as a Percentage of the Total OPEB Liability 12.46% 11.49%

State Teachers Retirement System (STRS)

School's Proportion of the Net OPEB Liability 0.00606889% 0.00625698%

School's Proportionate Share of the Net OPEB Liability 236,786$               334,625$               

School's Covered Payroll 667,200$               865,643$               

School's Proportionate Share of the Net OPEB Liability
as a Percentage of its Covered Payroll 35.49% 38.66%

Plan Fiduciary Net Position as a Percentage of the Total OPEB Liability 47.10% 37.30%

(1) Information prior to 2017 is not available.

Note: The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

West Park Academy
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Proportionate Share of the Net OPEB Liability

Last Two Fiscal Years (1)

See accompanying notes to the required supplementary information.
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2018 2017 2016 2015

School Employees Retirement System (SERS)

Contractually Required Contribution (1) 2,249$                 1,152$                 298$                    2,541$                 

Contributions in Relation to the 

Contractually Required Contribution (2,249) (1,152) (298) (2,541)

Contribution Deficiency (Excess) 0$                        0$                        0$                        0$                        

School's Covered Payroll 102,104$            86,014$              287,950$            295,114$            

OPEB Contributions as a Percentage of 

Covered Payroll (1) 2.20% 1.34% 0.10% 0.86%

State Teachers Retirement System (STRS)

Contractually Required Contribution 0$                        0$                        0$                        0$                        

Contributions in Relation to the 

Contractually Required Contribution 0 0 0 0

Contribution Deficiency (Excess) 0$                        0$                        0$                        0$                        

School's Covered Payroll 561,779$            667,200$            865,643$            1,201,357$         

OPEB Contributions as a Percentage of 

Covered Payroll 0.00% 0.00% 0.00% 0.00%

(1) Includes surcharge

West Park Academy
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the School's Contributions - OPEB

Last Five Fiscal Years(2)

See accompanying notes to the required supplementary information.
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2014

6,641$                 

(6,641)

0$                        

208,651$            

3.18%

9,295$                 

(9,295)

0$                        

929,477$            

1.00%

See accompanying notes to the required supplementary information.
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Note 1 - Net Pension Liability

Changes in Assumptions - SERS

For fiscal year 2017, the SERS Board adopted the following assumption changes:
 Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent
 Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent
 Assumed real wage growth was reduced from 0.75 percent to 0.50 percent
 Rates of withdrawal, retirement and disability were updated to reflect recent experience.
 Mortality among active members was updated to the following:

o RP-2014 Blue Collar Mortality Table with fully generational projection and a five year 
age set-back for both males and females.

 Mortality among service retired members, and beneficiaries was updated to the following:
o RP-2014 Blue Collar Mortality Table with fully generational projection with Scale BB, 

120 percent of male rates, and 110 percent of female rates.
 Mortality among disable member was updated to the following:

o RP-2000 Disabled Mortality Table, 90 percent for male rates and 100 percent for female 
rates, set back five years is used for the period after disability retirement.

Changes in Benefit Terms - SERS

For fiscal year 2018, the cost-of-living adjustment was changed from a fixed 3.00 percent to a cost-of-living 
adjustment that is indexed to CPI-W not greater than 2.50 percent with a floor of zero percent beginning 
January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has enacted a 
three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020.

Changes in Assumptions – STRS

For fiscal year 2018, the Retirement Board approved several changes to the actuarial assumptions in 2017. 
The long term expected rate of return was reduced from 7.75 percent to 7.45 percent, the inflation 
assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered to 
3.00 percent, and total salary increases rate was lowered by decreasing the merit component of the 
individual salary increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy and 
disabled mortality assumptions were updated to the RP-2014 mortality tables with generational 
improvement scale MP-2016. Rates of retirement, termination and disability were modified to better reflect 
anticipated future experience.

Changes in Benefit Terms - STRS

Effective for fiscal year 2018, the cost-of-living adjustment (COLA) was reduced to zero.
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Note 2 - Net OPEB Liability

Changes in Assumptions – SERS

Amounts reported for fiscal year 2018 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability as presented below:

Municipal Bond Index Rate:
Fiscal year 2018 3.56 percent
Fiscal year 2017 2.92 percent

Single Equivalent Interest Rate, net of plan investment expense, including price inflation
Fiscal year 2018 3.63 percent
Fiscal year 2017 2.98 percent

Changes in Assumptions – STRS

For fiscal year 2018, the discount rate was increased from 3.26 percent to 4.13 percent based on the 
methodology defined under GASB Statement No. 74, Financial Reporting for Postemployment Benefit 
Plans Other Than Pension Plans (OPEB) and the long term expected rate of return was reduced from 7.75 
percent to 7.45 percent. Valuation year per capita health care costs were updated, and the salary scale was 
modified. The percentage of future retirees electing each option was updated based on current data and the 
percentage of future disabled retirees and terminated vested participants electing health coverage were 
decreased. The assumed mortality, disability, retirement, withdrawal and future health care cost trend rates 
were modified along with the portion of rebated prescription drug costs.

Also for fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued for 
certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will be 
discontinued beginning January 2019.
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December 26, 2018 

 

To the Board of Directors 

West Park Academy 

Cuyahoga County, Ohio 

12913 Bennington Avenue 

Cleveland, Ohio 44135 

 

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 

and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards  

 

We have audited, in accordance with the auditing standards generally accepted in the United States of 

America and the standards applicable to financial audits contained in Government Auditing Standards 

issued by the Comptroller General of the United States, the financial statements of West Park Academy, 

Cuyahoga County, Ohio, (the “School”) as of and for the year ended June 30, 2018, and the related notes 

to the financial statements, which collectively comprise the School’s basic financial statements, and have 

issued our report thereon dated December 26, 2018, in which we noted in our report that the School 

restated the net position balance to account for the implementation of GASB Statement No. 75, 

Accounting and Financial reporting for Postemployment Benefits other than Pensions.  

 

Internal Control over Financial Reporting 

 

In planning and performing our audit of the financial statements, we considered the School’s internal 

control over financial reporting (internal control) to determine the audit procedures that are appropriate in 

the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 

purpose of expressing an opinion on the effectiveness of the School’s internal control. Accordingly, we 

do not express an opinion on the effectiveness of the School’s internal control. 

 

A deficiency in internal control exists when the design or operation of a control does not allow 

management or employees, in the normal course of performing their assigned functions, to prevent, or 

detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 

of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 

of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A 

significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 

severe than a material weakness, yet important enough to merit attention by those charged with 

governance. 

 

Our consideration of internal control was for the limited purpose described in the first paragraph of this 

section and was not designed to identify all deficiencies in internal control that might be material 

weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 

deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 

may exist that have not been identified. 
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West Park Academy 

Independent Auditor’s Report on Internal Control over Financial Reporting and on  

Compliance and Other Matters Based on an Audit of Financial Statements  

Performed in Accordance with Government Auditing Standards 

Page 2 of 2 

 

Compliance and Other Matters 

 

As part of obtaining reasonable assurance about whether the School's financial statements are free from 

material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 

contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 

determination of financial statement amounts. However, providing an opinion on compliance with those 

provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 

results of our tests disclosed no instances of noncompliance or other matters that are required to be 

reported under Government Auditing Standards. 

 

Purpose of this Report 

 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance 

and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 

control or on compliance. This report is an integral part of an audit performed in accordance with 

Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 

this communication is not suitable for any other purpose. 

 

 

 

 

 

        Cambridge, Ohio 
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Board of Directors 
West Park Academy 
12913 Bennington Avenue 
Cleveland, Ohio 44135 
 
 
We have reviewed the Independent Auditor’s Report of the West Park Academy, Cuyahoga 
County, prepared by Rea & Associates, Inc., for the audit period July 1, 2016 through June 30, 
2017.  Based upon this review, we have accepted these reports in lieu of the audit required by 
Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying financial 
statements and, accordingly, we are unable to express, and do not express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The West Park Academy is responsible for 
compliance with these laws and regulations. 
 
 
 
 
 
 
 
 
 
 
 
Dave Yost 
Auditor of State 
 
March 27, 2018 
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January 24, 2018 
 
To the Board of Directors 
West Park Academy 
Cuyahoga County, Ohio 
12913 Bennington Avenue 
Cleveland, Ohio 44135 
 

Independent Auditor's Report 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the West Park Academy, Cuyahoga County, 
Ohio, (the “School”) as of and for the year ended June 30, 2017, and the related notes to the financial 
statements, which collectively comprise the School’s basic financial statements as listed in the table of 
contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation 
and fair presentation of the financial statements in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s 
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. 
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West Park Academy 
Independent Auditor’s Report 
Page 2 of 2 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the School, as of June 30, 2017, and the changes in its financial position and its cash 
flows for the year then ended in accordance with accounting principles generally accepted in the United 
States of America. 
 
Emphasis of Matter 
 
As described in Note 14, the School restated the beginning net position to account for a prior period 
adjustment related to a reporting error within deferred outflows of resources and deferred inflows of 
resources. Our opinion is not modified with respect to this matter. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, the Schedule of the School's Proportionate Share of the Net Pension Liability, 
and Schedule of School Contributions on pages 4-8, 29-30, and 31-32, respectively, be presented to 
supplement the basic financial statements. Such information, although not a part of the basic financial 
statements, is required by the Governmental Accounting Standards Board who considers it to be an 
essential part of financial reporting for placing the basic financial statements in an appropriate 
operational, economic, or historical context. We have applied certain limited procedures to the required 
supplementary information in accordance with auditing standards generally accepted in the United States 
of America, which consisted of inquiries of management about the methods of preparing the information 
and comparing the information for consistency with management’s responses to our inquiries, the basic 
financial statements, and other knowledge we obtained during our audit of the basic financial statements. 
We do not express an opinion or provide any assurance on the information because the limited procedures 
do not provide us with sufficient evidence to express an opinion or provide any assurance.  
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated January 24, 
2018 on our consideration of the School’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the School’s internal control over financial reporting or on compliance. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards in considering the 
School’s internal control over financial reporting and compliance. 

 
Cambridge, Ohio 
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The discussion and analysis of the West Park Academy’s (the School) financial performance provides an 
overall review of the School’s financial activities for the fiscal year ended June 30, 2017.  The intent of 
this discussion and analysis is to look at the School’s financial performance as a whole; readers should 
also review the basic financial statements and notes to the basic financial statements to enhance their 
understanding of the School’s financial performance.  
 
The Management’s Discussion and Analysis (MD&A) is an element of the reporting model adopted by the 
Governmental Accounting Standard Board (GASB) in their Statement No. 34 Basic Financial 
Statements – and Management’s Discussion and Analysis – for State and Local Governments 
issued June 1999.  Certain comparative information between the current year and the prior year is 
required to be presented in the MD&A.   
 
Financial Highlights 
 

• In total, net position decreased $540,093, which is a 54.7 percent change from 2016.  This was 
due primarily to the increase of deferred inflows and decrease of deferred outflows offset by a 
decrease in long term liabilities. 

 
• Total assets decreased $31,176, which is a 23.3 percent change from 2016. This was due 

primarily to a decrease in continuing fees receivable and cash and cash equivalents.  
 

• Liabilities decreased $559,667, which is a 17.7 percent change from 2016. This was due 
primarily to a decrease in net pension liability and state grant funding payable. 

 
• Deferred outflows of resources decreased $500,958, which is a 22.2 percent change from 2016. 

This change represents contractually required amounts due to GASB 68. 
 

• Deferred inflows of resourced increased $567,626, which is a 262.4 percent change from 2016. 
This change represents the effects due to GASB 68 accruals. 

 
During a prior year, the School adopted GASB Statement 68, Accounting and Financial Reporting for 
Pensions—an Amendment of GASB Statement 27, which significantly revises accounting for pension 
costs and liabilities.  For reasons discussed below, many end users of this financial statement will gain a 
clearer understanding of the School’s actual financial condition by adding deferred inflows related to 
pension and the net pension liability to the reported net position and subtracting deferred outflows related 
to pension. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  When accounting for 
pension costs, GASB 27 focused on a funding approach.  This approach limited pension costs to 
contributions annually required by law, which may or may not be sufficient to fully fund each plan’s net 
pension liability.  GASB 68 takes an earnings approach to pension accounting; however, the nature of 
Ohio’s statewide pension systems and state law governing those systems requires additional explanation 
in order to properly understand the information presented in these statements. 
 
Under the standards required by GASB 68, the net pension liability equals the School’s proportionate 
share of each plan’s collective: 
 

1. Present value of estimated future pension benefits attributable to active and inactive employees’ 
past service 

2. Minus plan assets available to pay these benefits 
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Financial Highlights (continued) 
 
GASB notes that pension obligations, whether funded or unfunded, are part of the “employment 
exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, and the 
promise of a future pension.  GASB noted that the unfunded portion of this pension promise is a present 
obligation of the government, part of a bargained-for benefit to the employee, and should accordingly be 
reported by the government as a liability since they received the benefit of the exchange.  However, the 
School is not responsible for certain key factors affecting the balance of this liability.  In Ohio, the 
employee shares the obligation of funding pension benefits with the employer.  Both employer and 
employee contribution rates are capped by State statute.  A change in these caps requires action of both 
Houses of the General Assembly and approval of the Governor.  Benefit provisions are also determined 
by State statute.  The employee enters the employment exchange with the knowledge that the employer’s 
promise is limited not by contract but by law.  The employer enters the exchange also knowing that there 
is a specific, legal limit to its contribution to the pension system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension system as against the public employer.  State law operates to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter the 
employment exchange with notice as to the law.  The pension system is responsible for the administration 
of the plan.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. 
sick and vacation leave), are satisfied through paid time-off or termination payments.  There is no 
repayment schedule for the net pension liability.  As explained above, changes in pension benefits, 
contribution rates, and return on investments affect the balance of the net pension liability, but are outside 
the control of the local government.  In the event that contributions, investment returns, and other 
changes are insufficient to keep up with required pension payments, State statute does not assign/identify 
the responsible party for the unfunded portion.  Due to the unique nature of how the net pension liability is 
satisfied, this liability is separately identified within the long-term liability section of the statement of net 
position. 
 
In accordance with GASB 68, the School’s statements prepared on an accrual basis of accounting 
include an annual pension expense for their proportionate share of each plan’s change in net pension 
liability not accounted for as deferred inflows/outflows. The School is also reporting a net pension liability 
and deferred inflows/outflows of resources related to pension on the accrual basis of accounting.  

 
 

Using this Financial Report 
 
This report consists of three parts, the required supplementary information, the basic financial statements, 
and notes to those statements.  The basic financial statements include a Statement of Net Position, a 
Statement of Revenues, Expenses and Changes in Net Position, and a Statement of Cash Flows.  
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Statement of Net Position 
 

The Statement of Net Position answers the question of how well the School performed financially during 
2017. This statement includes all assets, deferred outflows of resources, liabilities, deferred inflows of 
resources, and net position, both financial and capital and current and long-term, using the accrual basis 
of accounting, which is the accounting used by most private-sector companies. This basis of accounting 
takes into account all revenues and expenses during the year, regardless of when the cash is received or 
expended.  
 
Table 1 provides a summary of the School’s Net Position for fiscal year 2017 and fiscal year 2016 
(Restated). 
 

(Restated)
2017 2016

Assets

Current Assets 102,636$      133,812$      
Total Assets 102,636        133,812        

Deferred Outflows of Resources
Pension System 1,753,208     2,254,166     

Liabilities

Current Liabilities 34,909          64,755          
Long Term Liabilities 2,564,160     3,093,981     
Total Liabilities 2,599,069     3,158,736     

Deferred Inflows of Resources
Pension System 783,974        216,348        

Net Position

Unrestricted (1,527,199)    (987,106)       
Total net position (1,527,199)    (987,106)       

Table 1
Statement of Net Position

 
 

Total assets decreased $31,176. This was primarily due to the decrease in continuing fees receivable and 
cash and cash equivalents. Deferred outflows of resources decreased $500,956. Liabilities decreased 
$559,667. This was primarily due to a decrease in net pension liability and state grant funding payable. 
Deferred inflows of resources increased $567,626. The changes for both deferred outflows and inflows of 
resources represent changes due to GASB 68 accruals. The School operates under a management 
agreement with STA West Park, LLC.  Under the terms of the management agreement, STA West Park, 
LLC is paid a specific percentage of the State and Federal revenues the School receives (see notes to 
the financial statements, note 8). 
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Statement of Revenues, Expenses, and Changes in Net Position 
 
Table 2 shows the changes in net position for fiscal year 2017 and 2016 (Restated), as well as a listing of 
revenues and expenses.  

(Restated)
2017 2016

Operating Revenue

State aid 2,050,316$        1,843,007$        

Non-operating revenues

Federal Grants 398,203             572,856             
State Grants 2,708                 4,313                 
Miscellaneous 18,308               19,022               

Total revenues 2,469,535          2,439,198          

Operating expenses

Purchased services: Management Fees 1,952,470          1,751,141          
Purchased services: Federal Grant Programs 398,203             572,856             
Purchased services: State Grant Programs 2,709                 4,313                 
Pension 538,761             665,561             
Sponsor Fees 59,637               52,861               
Board of Education 14,555               10,395               
Legal 12,845               14,854               
Accounting & Auditing 23,877               23,794               
Miscellaneous 1,097                 143                    
Insurance: D&O & Liability 5,474                 5,640                 
Total expenses 3,009,628          3,101,558          

Change in net position (540,093)$          (662,360)$          

Table 2
Change in Net Position

 
 

The School’s operating and non-operating revenues in 2017 were based on the School’s full-time 
equivalent (FTE) count of 230 and the School’s federal grant funding received throughout the year. The 
increase in School’s revenue was primarily caused by the increase in student enrollment (209 in fiscal 
year 2016). The School’s most significant expenses, “Purchased Services: Management Fees” are a 
result of the management agreement in place between the School and STA West Park, LLC. The 
agreement provides that specific percentages of the revenues received by the School will be paid to STA 
West Park, LLC to fund operations (see notes to the financial statements, note 8).  
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Capital Assets  
 
At the end of fiscal year 2017, the School had no capital assets. 
 
Current Financial Issues 
 
West Park Academy received revenue for 230 students in 2017. State law governing community schools 
allows for the School to have open enrollment across traditional school district boundaries.   
 
The School receives its support almost entirely from state aid. Per pupil revenue from state aid for the 
School averaged $8,914 in fiscal year 2017. The School receives additional revenues from grant 
subsidies. 
 
Although there is a possibility that State aid will be cut in future years due to the economic climate, the 
School feels that the relationship with the management company will insulate them from any significant 
change. The relationship brings stability to the School since specific percentages of revenues are payable 
to the management company (See notes to the basic financials statements, note 8). 
 
Contacting the School’s Financial Management 
 
This financial report is designed to provide our readers with a general overview of the School’s finances 
and to show the School’s accountability for the money it receives.  If you have questions about this report 
or need additional information, contact the Fiscal Officer for the West Park Academy, 3320 West Market 
Street, Suite 300, Fairlawn, Ohio 44333. 
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ASSETS

Current assets
Cash & cash equivalents 74,924$                      
State Aid Receivable 6,533                          
Prepaid insurance 885                             
Accounts Receivable 80                               
Grant funding receivable 20,214                        

Total current assets 102,636                      

Total assets 102,636                      

DEFERRED OUTFLOWS OF RESOURCES

Pension system 1,753,208                   

LIABILITIES

Current liabilities
Accounts payable 8,488                          
Federal grant funding payable 20,215                        
Continuing Fees Payable 6,206                          

Total current liabilities 34,909                        

Long term liabilities
Net pension liability 2,564,160                   

Total liabilities 2,599,069                   

DEFERRED INFLOWS OF RESOURCES

Pension system 783,974                      

NET POSITION

Unrestricted net position (1,527,199)                  

Total net position (1,527,199)$                

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

STATEMENT OF NET POSITION
CUYAHOGA COUNTY

WEST PARK ACADEMY

JUNE 30, 2017

9
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OPERATING REVENUES

State Basic Aid 1,992,308$                 
Facilities Aid 45,954                        
3rd Grade Reading Bonus 788                             
Casino Revenue 11,266                        

Total operating revenues 2,050,316                   

OPERATING EXPENSES

Purchased Services: Management Fees 1,952,470                   
Purchased Services: Federal Grant Programs 398,203                      
Purchased Services: State Grant Programs 2,709                          
Pension 538,761                      
Sponsorship Fees 59,637                        
Board of Education 14,555                        
Legal 12,845                        
Accounting & Auditing 23,877                        
Miscellaneous 1,097                          
Insurance: D&O & liability 5,474                          

Total operating expenses 3,009,628                   

Operating loss (959,312)                     

NON-OPERATING REVENUES

Federal Grants 398,203                      
State Grants 2,708                          
Miscellaneous 18,308                        

Total non-operating revenues 419,219                      

Change in net position (540,093)                     

Net position, July 1, 2016 (Restated, See Note 14) (987,106)                     

Net position, June 30, 2017 (1,527,199)$                

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

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
FOR THE YEAR ENDED JUNE 30, 2017

WEST PARK ACADEMY
CUYAHOGA COUNTY

10
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INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH FLOWS FROM OPERATING ACTIVITIES

Cash received from state aid 2,062,261$                 
Cash payments to suppliers for goods and services (2,500,713)                  

                                    
Net cash used for operating activities (438,452)                     

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Cash received from grant programs 413,091                      
Cash received from miscellaneous sources 18,308                        

Net cash received from noncapital financing activities 431,399                      

Net decrease in cash and cash equivalents (7,053)                         

Cash and cash equivalents at beginning of year 81,977                        
                                    

Cash and cash equivalents at end of year 74,924$                      
                                    

RECONCILIATION OF OPERATING LOSS TO NET CASH
USED FOR OPERATING ACTIVITIES

Operating loss (959,312)$                   

ADJUSTMENTS TO RECONCILE OPERATING LOSS TO NET
CASH USED FOR OPERATING ACTIVITIES

Changes in assets, liabilities, and deferred outflows/inflows of resources:
Continuing fees receivable 18,520                        
Accounts receivable (80)                              
Prepaid insurance 35                                
State aid receivable (6,533)                         
Pension deferred outflows 500,958                      
Pension deferred inflows 567,626                      
Net pension liability (529,821)                     
Accounts payable (6,225)                         
Continuing fees payable 6,207                          
Grants funding payable (12,180)                       
State aid payable (17,647)                       

                                    
Total adjustments 520,860                      

                                    
Net cash used for operating activities (438,452)$                   

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

FOR THE YEAR ENDED JUNE 30, 2017

WEST PARK ACADEMY
CUYAHOGA COUNTY

STATEMENT OF CASH FLOWS

11
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1. DESCRIPTION OF THE SCHOOL AND REPORTING ENTITY 
 
West Park Academy (the School) is a federal tax exempt 501(c)(3) and state nonprofit corporation 
established pursuant to Ohio Rev. Code Chapters 3314 and 1702 to maintain and provide a school 
exclusively for any educational, literary, scientific and related teaching service. The School, which is 
part of the State’s education program, is independent of any school district.  The School may sue and 
be sued, acquire facilities as needed, and contract for any services necessary for the operation of the 
School.  
 
The School contracts with STA West, LLC for most of its functions (see note 8). 
 
The School signed a contract with Ohio Department of Education (Sponsor) to operate for a period 
from July 1, 2013 through June 30, 2018. The School operates under a self-appointing, five-member 
Board of Directors (the Board).  The School’s Code of Regulations specify that vacancies that arise on 
the Board will be filled by the appointment of a successor director by a majority vote of the then 
existing directors. The Board is responsible for carrying out the provisions of the contract with the 
Sponsor, which include, but are not limited to, state-mandated provisions regarding student 
population, curriculum, academic goals, performance standards, admission standards, and 
qualifications of teachers. The School has one instructional/support facility, which is leased by STA 
West, LLC. The facility is staffed with teaching personnel employed by STA West, LLC, who provide 
services to 230 students. 
 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

The financial statements of the School have been prepared in conformity with generally accepted 
accounting principles as applied to governmental nonprofit organizations. The Governmental 
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing 
governmental accounting and financial reporting principles. The more significant of the School’s 
accounting policies are described on the following pages. 

 
A. Basis of Presentation 
 

The School’s financial statements consist of a Statement of Net Position, a Statement of 
Revenues, Expenses and Changes in Net Position, and a Statement of Cash Flows. 
Enterprise fund reporting focuses on the determination of the change in Net Position, financial 
position and cash flows. 
 
Auditor of State of Ohio Bulletin No. 2000-005 requires the presentation of all financial activity 
to be reported within one enterprise fund for year-end reporting purposes. Enterprise 
accounting is used to account for operations that are financed and operated in a manner 
similar to private business enterprises where the intent is that the costs (expenses) of 
providing goods or services to the general public on a continuing basis be financed or 
recovered primarily through user charges. 

 
B. Measurement Focus and Basis of Accounting 

 
The accounting and financial reporting treatment applied to a fund is determined by its 
measurement focus.  Enterprise accounting uses a flow of economic resources measurement 
focus.  With this measurement focus, all assets and deferred outflows of resources as well as 
all liabilities and deferred inflows of resources are included on the Statement of Net Position.  
Operating statements present increases (i.e., revenues) and decreases (i.e., expenses) in 
Net Position. The accrual basis of accounting is utilized for reporting purposes.  Revenues 
are recognized when they are earned, and expenses are recognized when they are incurred. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

C. Budgetary Process 
 

Unlike traditional public schools located in the State of Ohio, community schools are not 
required to follow budgetary provisions set forth in Ohio Rev. Code Section 5705, unless 
specifically provided in the School’s contract with its Sponsor. The contract between the 
School and its Sponsor requires a detailed school budget for each year of the contract.  In 
addition, the Board adopted an operating budget at the beginning of fiscal year 2017. 
However, the budget does not have to follow the provisions of Ohio Rev. Code Section 5705, 
except for section 5705.391 as it relates to five-year forecasts.   

 
D.  Cash and Cash Equivalents 
 

All cash received by the School is maintained in a demand deposit account. 
  

E.  Intergovernmental Revenues 
 

The School currently participates in the State Foundation Program, 3rd Grade Reading, 
Facilities Aid and casino tax distributions, which are reflected under “Operating revenues” on 
the Statement of Revenues, Expenses, and Changes in Net Position.  Revenues received 
from these programs are recognized as operating revenue in the accounting period in which 
all eligibility requirements have been met. 

 
 Non-exchange transactions, in which the School receives value without directly giving equal 

value in return, include grants, entitlements, and contributions. Grants, entitlements, and 
contributions are recognized as non-operating revenues in the accounting period in which all 
eligibility requirements have been met. 

 
Eligibility requirements include timing requirements, which specify the year when the 
resources are required to be used or the fiscal year when use is first permitted; matching 
requirements, in which the School must provide local resources to be used for a specified 
purpose; and expenditure requirements, in which the resources are provided to the School on 
a reimbursement basis.  Amounts awarded under the above programs for the 2017 school 
year totaled $2,451,227. 

 
F. Capital Assets and Depreciation 
 

For purposes of recording capital assets, the Board has a capitalization threshold of $5,000.  
  
As of June 30, 2017, the School had no capital assets. 

 
G. Use of Estimates 
 

In preparing the financial statements, management is sometimes required to make estimates 
and assumptions that affect the reported amounts of assets and deferred outflows of 
resources, and liabilities and deferred inflows of resources, the disclosure of contingent 
assets and liabilities at the date of the financial statements, and the reported amounts of 
revenues and expenses during the reporting period.  Actual results could differ from those 
estimates. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
H. Net Position 

 
Net Position represents the difference between assets and deferred outflows of resources, 
and liabilities and deferred inflows of resources. All of the School's Net position is 
unrestricted. 

 
I. Operating Revenues and Expenses 

 
Operating revenues are those revenues that are generated directly from the School’s primary 
activities. For the School, these revenues are primarily state aid payments. Operating 
expenses are necessary costs incurred to provide the goods and services that are the 
primary activities of the School. Revenues and expenses not meeting this definition are 
reported as non-operating. 
 

 J. Pensions 
 

For purposes of measuring the net pension liability, deferred outflows of resources and 
deferred inflows of resources related to pensions, and pension expense, information about 
the fiduciary net position of the pension plans and additions to/deductions from their fiduciary 
net positon have been determined on the same basis as they are reported by the pension 
systems.  For this purpose, benefit payments (including refunds of employee contributions) 
are recognized when due and payable in accordance with the benefit terms.  The pension 
systems report investments at fair value. 

 
K. Deferred Outflows and Deferred Inflows of Resources 

 
In addition to assets, the statements of the financial position will sometimes report a separate 
section for deferred outflows of resources. Deferred outflows of resources represent a 
consumption of net position that applies to a future period and will not be recognized as an 
outflow of resources (expense) until then. For the School, deferred outflows of resources are 
reported on the statement of net position for pension. The deferred outflows of resources 
related to pension are explained in note 11. 
 
In addition to liabilities, the statements of financial position report a separate section for 
deferred inflows of resources. Deferred inflows of resources represent an acquisition of net 
position that applied to a future period and will not be recognized until that time. For the 
School, deferred inflows of resources is for pension. Deferred inflows of resources related to 
pension are reported on the statement of net position. (See note 11). 
 

L. Prepaid 
 

Payments made to vendors for services that will benefit periods beyond June 30, 2017, are 
recorded as prepaid items using the consumption method.  A current asset for the prepaid 
amount is recorded at the time of purchase and an expenditure/expense is reported in the 
year which services are consumed. 
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3. CHANGE IN ACCOUNTING PRINCIPLES 
 

For the fiscal year ended June 30, 2017, the School has implemented Governmental 
Accounting Standards Board (GASB) Statement No. 77, Tax Abatement Disclosures, GASB 
Statement No. 78, Pensions Provided through Certain Multiple-Employer Defined Benefit 
Pension Plans, GASB Statement No. 80, Blending Requirements for Certain Component 
Units – an amendment of GASB Statement No. 14 and GASB Statement No. 82, Pension 
Issues – an amendment of GASB Statements No. 67, No. 68, and No. 73.  
 
GASB Statement No. 77 requires disclosure of tax abatement information about (1) a 
reporting government’s own tax abatement agreements and (2) those that are entered into by 
other government and that reduce the reporting government’s tax revenues. The 
implementation of GASB Statement No. 77 did not have an effect on the financial statements 
of the School. 
 
GASB Statement No. 78 amends the scope of GASB Statement No. 68 to exclude certain 
multiple-employer defined benefit pension plans provided to employees of state and local 
governments on the basis that obtaining the measurements and other information required by 
GASB Statement No. 68 was not feasible. The implementation of GASB No. 78 did not have 
an effect on the financial statements of the Academy.  
 
GASB Statement No. 80 amends the blending requirements for the financial statement 
presentation of component units of all state and local governments. The additional criterion 
requires blending of a component unit incorporated as a not-for-profit corporation in which the 
primary government is the sole corporate member. The implementation of GASB Statement 
No. 80 did not have an effect on the financial statements of the Academy.  
 
GASB Statement No. 82 improves consistency in the application of pension accounting. 
These changes were incorporated in the School’s fiscal year 2017 financial statements; 
however, there was no effect on beginning net position. 

 
4.          DEPOSITS AND INVESTMENTS 

 
A.  Deposits with Financial Institutions 
 

At June 30, 2017, the carrying amount of all School deposits was $74,924.  Based on the 
criteria described in GASB Statement No. 40, “Deposits and Investment Risk Disclosures”, as 
of June 30, 2017, none of the School’s bank balance of $74,924 was exposed to custodial 
risk as discussed below, since all of the bank balance was covered by the Federal Depository 
Insurance Corporation. 

 
B.   Investments 
 

As of June 30, 2017, the School had no investments. 
 

5. GRANT FUNDING RECEIVABLE/PAYABLE 
 

The School has recorded “Grant funding receivable” in the amount of $20,214 to account for the 
remainder of State and Federal awards allocated to the School, but not received as of June 30, 2017. 
 
Under the terms of the management agreement (see note 8), the School has recorded a liability to 
STA West, LLC in the amount of $20,215 for 100 percent of any State and Federal monies 
uncollected or unpaid to STA West, LLC as of June 30, 2017. 
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6.  CAPITAL ASSETS AND DEPRECIATION 
 

For the year ended June 30, 2017, there were no capital assets. 
 

7. RISK MANAGEMENT 
 
Property and Liability - The School is exposed to various risks of loss related to torts; theft or 
damage to, and destruction of assets; errors and omissions; injuries to employees; and natural 
disasters. As part of its management agreement with, STA West, LLC, STA West, LLC has contracted 
with an insurance company for property and general liability insurance pursuant to the management 
agreement (see note 8).  There was no significant reduction in insurance coverage from the prior year 
and there have not been any claims exceeding coverage the past three years. 
 
Director and Officer - Coverage has been purchased by the School with a $1,000,000 aggregate 
limit and a $10,000 deductible. 

 
8. AGREEMENT WITH STA WEST, LLC 

 
Effective July 1, 2013, the School entered into a management agreement (Agreement) with STA 
West, LLC, which is an educational consulting and Management Company. The term of the 
Agreement with STA West, LLC is for 5 years and will renew for additional, successive five (5) year 
terms unless one party notifies the other party on or before the January 1st prior to the expiration of 
the then-current term of its intention to not renew the Agreement. Substantially all functions of the 
School have been contracted to STA West, LLC.  STA West, LLC is responsible and accountable to 
the School’s Board of Directors for the administration and operation of the School. The School is 
required to pay STA West, LLC a monthly continuing fee of 95 percent of the School's “Qualified 
Gross Revenues”, defined in the Agreement as, all revenues and income received by the School 
except for charitable contributions and STA West, LLC shall receive 100 percent of any and all grants 
or funding of any kind generated by STA West, LLC, and its affiliates beyond the regular per pupil 
state funding received by the School, subject to any terms and conditions attached to the grants, if 
any.  The continuing fee is paid to STA West, LLC based on the qualified gross revenues.  
 
The School had purchased services for the year ended June 30, 2017, to STA West, LLC, of 
$2,353,382 of which $26,421 was payable to STA West, LLC at June 30, 2017. STA West, LLC will 
be responsible for all costs incurred in providing the educational program at the School, which include 
but are not limited to, salaries and benefits of all personnel, curriculum materials, textbooks, library 
books, computers and other equipment, software, supplies, building payments, maintenance, capital, 
and insurance. 

 
9. SPONSORSHIP FEES 
 

Under Paragraph D(5) of the sponsor contract with ODE, it states that the School “…shall pay to the 
Sponsor the amount of three percent (3%) of the total state funds received each year, in consideration 
for the time, organization, oversight, fees and costs of the Sponsor pursuant to this contract.”  Such 
fees are paid to the ODE monthly. As indicated on the Statement of Revenues, Expenses, and 
Changes in Net Position, the School incurred $59,637 in sponsorship fees to the Sponsor. 
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10. MANAGEMENT COMPANY EXPENSES 
 

As of June 30, 2017, STA West, LLC and its affiliates incurred the following expenses on behalf of the 
School: 
 

 
Overhead charges are assigned to the School based on a percentage of revenue.  These charges 
represent the indirect cost of services provided in the operation of the School.  Such services include, 
but are not limited to facilities management, equipment, operational support services, management 
and management consulting, board relations, human resources management, training and orientation, 
financial reporting and compliance, purchasing and procurement, education services, technology 
support, marketing and communications.  

 
11. DEFINED BENEFIT PENSION PLANS 
  
 A. Net Pension Liability 
 

The net pension liability reported on the statement of net position represents a liability to 
employees for pensions. Pensions are a component of exchange transactions—between an 
employer and its employees—of salaries and benefits for employee services.  Pensions are 
provided to an employee—on a deferred-payment basis—as part of the total compensation 
package offered by an employer for employee services each financial period.  The obligation 
to sacrifice resources for pensions is a present obligation because it was created as a result 
of employment exchanges that already have occurred. 
 
The net pension liability represents the School’s proportionate share of each pension plan’s 
collective actuarial present value of projected benefit payments attributable to past periods of 
service, net of each pension plan’s fiduciary net position.  The net pension liability calculation 
is dependent on critical long-term variables, including estimated average life expectancies, 
earnings on investments, cost of living adjustments and others.  While these estimates use 
the best information available, unknowable future events require adjusting this estimate 
annually.   
 

 

Regular 
Instruction

(1100 Function 
Codes)

Special Instruction
(1200 Function 

Codes)

Support Services
(2000 Function 

Codes)

Non-Instructional 
(3000 through 
7000 Function 

Codes)

Total

1100 1200 2000 3000

Salaries & Wages (100 Object Codes) 100 643,664$                 -$                          139,056$                 -$                          782,720$                 
Employees’ Benefits (200 Object Codes) 200 184,889                    -                            48,159                      -                            233,048                    
Professional & Technical Services (410 Object Codes) 410 17,687                      339,506                    188,041                    -                            545,234                    
Property Services (420 Object Codes) 420 -                            -                            443,379                    -                            443,379                    
Communications (440 Object Codes) 440 -                            -                            84,620                      -                            84,620                      
Utilities (450 Object Codes) 450 -                            -                            65,378                      -                            65,378                      
Contracted Craft or Trade Services (460 Object Codes) 460 -                            -                            -                            126,880                    126,880                    
Transportation (480 Object Codes) 480 -                            -                            144,123                    -                            144,123                    
Other Supplies (510 Object Codes) 510 6,730                        1,386                        29,644                      -                            37,760                      
Educational Supplies & Curriculum (520 Object Codes) 520 41,666                      -                            -                            -                            41,666                      
Depreciation (600 Object Codes) 600 -                            -                            27,486                      -                            27,486                      
Other Direct Expense (800 Object Codes) 800 -                            -                            17,341                      -                            17,341                      
Total Direct Expenses 894,635                    340,892                    1,187,447                126,880                    2,549,855                

Overhead -                            -                            27,324                      -                            27,324                      

Total Expenses 894,635$                 340,892$                 1,214,771$              126,880$                 2,577,179$              

Direct Expenses: 

  
Indirect Expenses:  
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1. DEFINED BENEFIT PENSION PLANS (continued) 
  
 A. Net Pension Liability (continued) 

 
Ohio Revised Code limits the School’s obligation for this liability to annually required 
payments.   The School cannot control benefit terms or the manner in which pensions are 
financed; however, the School does receive the benefit of employees’ services in exchange 
for compensation including pension.  
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they 
benefit from employee services; and (2) State statute requires all funding to come from these 
employers.  All contributions to date have come solely from these employers (which also 
includes costs paid in the form of withholdings from employees).  State statute requires the 
pension plans to amortize unfunded liabilities within 30 years.  If the amortization period 
exceeds 30 years, each pension plan’s board must propose corrective action to the State 
legislature.  Any resulting legislative change to benefits or funding could significantly affect 
the net pension liability.  Resulting adjustments to the net pension liability would be effective 
when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net 
pension liability on the accrual basis of accounting.  Any liability for the contractually-required 
pension contribution outstanding at the end of the year is included in continuing fees payable 
on the accrual basis of accounting.   

 
B. Plan Description – School Employees Retirement System (SERS) 

 
Plan Description – School non-teaching employees participate in SERS, a cost-sharing 
multiple-employer defined benefit pension plan administered by SERS.  SERS provides 
retirement, disability and survivor benefits, annual cost-of-living adjustments, and death 
benefits to plan members and beneficiaries.  Authority to establish and amend benefits is 
provided by Ohio Revised Code Chapter 3309.  SERS issues a publicly available, stand-
alone financial report that includes financial statements, required supplementary information 
and detailed information about SERS’ fiduciary net position.  That report can be obtained by 
visiting the SERS website at www.ohsers.org under Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 

 
Eligible to Eligible to

Retire on or before Retire on or after
August 1, 2017 * August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 57 with 30 years of service credit

Actuarially Reduced Benefits Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Age 55 with 25 years of service credit Age 60 with 25 years of service credit

* Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
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11. DEFINED BENEFIT PENSION PLANS (continued) 
 

B. Plan Description – School Employees Retirement System (SERS) (continued) 
 

Annual retirement benefits are calculated based on final average salary multiplied by a 
percentage that varies based on year of service; 2.2 percent for the first 30 years of service 
and 2.5 percent for years of service credit over 30.  Final average salary is the average of the 
highest three years of salary. 
 
One year after an effective benefit date, a benefit recipient is entitled to a three percent cost-
of-living adjustment (COLA).  This same COLA is added each year to the base benefit 
amount on the anniversary date of the benefit. 
  
Funding Policy – Plan members are required to contribute 10 percent of their annual covered 
salary and the School is required to contribute 14 percent of annual covered payroll.  The 
contribution requirements of plan members and employers are established and may be 
amended by the SERS’ Retirement Board up to statutory maximum amounts of 10 percent for 
plan members and 14 percent for employers.  The Retirement Board, acting with the advice 
of the actuary, allocates the employer contribution rate among four of the System’s funds 
(Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care Fund).  For the 
fiscal year ended June 30, 2017, the allocation to pension, death benefits, and Medicare B 
was 14 percent.  SERS did not allocate any employer contributions to the Health Care Fund 
for fiscal year 2017. 
 
The School’s contractually required contribution to SERS was $12,042 for fiscal year 2017.   

 
C. Plan Description – State Teachers Retirement System (STRS) 

 
Plan Description – School licensed teachers and other faculty members participate in STRS 
Ohio, a cost-sharing multiple-employer public employee retirement system administered by 
STRS.  STRS provides retirement and disability benefits to members and death and survivor 
benefits to beneficiaries.  STRS issues a stand-alone financial report that includes financial 
statements, required supplementary information and detailed information about STRS’ 
fiduciary net position.  That report can be obtained by writing to STRS, 275 E. Broad St., 
Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the STRS Web site at 
www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a 
Defined Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio 
Revised Code Chapter 3307.  The DB plan offers an annual retirement allowance based on 
final average salary multiplied by a percentage that varies based on years of service.  
Effective August 1, 2015, the calculation was 2.2 percent of final average salary for the five 
highest years of earnings multiplied by all years of service. Members are eligible to retire at 
age 60 with five years of qualifying service credit, or at age 55 with 26 years of service, or 31 
years of service regardless of age.  Eligibility changes will be phased in until August 1, 2026, 
when retirement eligibility for unreduced benefits will be five years of service credit and age 
65, or 35 years of service credit and at least age 60. 
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11. DEFINED BENEFIT PENSION PLANS (continued) 
 

C. Plan Description – State Teachers Retirement System (STRS) (continued) 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 
14 percent employer contributions into an investment account.  Investment allocation 
decisions are determined by the member.  The remaining 4.5 percent of the 14 percent 
employer rate is allocated to the defined benefit unfunded liability.  A member is eligible to 
receive a retirement benefit at age 50 and termination of employment.  The member may 
elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined 
Plan, 12 percent of the 14 percent member rate goes to the DC Plan and the remaining 2 
percent is applied to the DB Plan. Member contributions to the DC Plan are allocated among 
investment choices by the member, and contributions to the DB Plan from the employer and 
the member are used to fund the defined benefit payment at a reduced level from the regular 
DB Plan. The defined benefit portion of the Combined Plan payment is payable to a member 
on or after age 60 with five years of service. The defined contribution portion of the account 
may be taken as a lump sum payment or converted to a lifetime monthly annuity after 
termination of employment at age 50 or later. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to 
reselect a permanent plan during their fifth year of membership.  Members may remain in the 
same plan or transfer to another STRS plan.  The optional annuitization of a member’s 
defined contribution account or the defined contribution portion of a member’s Combined Plan 
account to a lifetime benefit results in STRS bearing the risk of investment gain or loss on the 
account.  STRS has therefore included all three plan options as one defined benefit plan for 
GASB 68 reporting purposes. 
 
A DB or Combined Plan member with five or more years of credited service who is 
determined to be disabled may qualify for a disability benefit.  Eligible survivors of members 
who die before service retirement may qualify for monthly benefits.  New members on or after 
July 1, 2013, must have at least ten years of qualifying service credit to apply for disability 
benefits.  Members in the DC Plan who become disabled are entitled only to their account 
balance.  If a member of the DC Plan dies before retirement benefits begin, the member’s 
designated beneficiary is entitled to receive the member’s account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State 
Teachers Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the 
fiscal year ended June 30, 2017, plan members were required to contribute 14 percent of 
their annual covered salary. The School was required to contribute 14 percent; the entire 14 
percent was the portion used to fund pension obligations.  The fiscal year 2017 contribution 
rates were equal to the statutory maximum rates. 
 
The School’s contractually required contribution to STRS was $93,408 for fiscal year 2017.   
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11. DEFINED BENEFIT PENSION PLANS (continued) 
 

D. Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and 
Deferred Inflows of Resources Related to Pensions 

 
The net pension liability was measured as of June 30, 2016, and the total pension liability 
used to calculate the net pension liability was determined by an independent actuarial 
valuation as of that date. The School's proportion of the net pension liability was based on the 
employer’s share of contributions to the pension plan relative to the total employer 
contributions of all participating entities.  Following is information related to the proportionate 
share and pension expense: 
 

SERS STRS Total
Proportionate Share of the Net 
  Pension Liability 469,760$        2,094,400$     2,564,160$  
Proportion of the Net Pension Liability:

Current Measurement Date 0.00641830% 0.00625698%
Prior Measurement Date 0.01022340% 0.00908426%

Change in Proportionate Share (0.00380510%) (0.00282728%)

Pension Expense 113,833$        530,378$        644,211$     
 
 

Deferred outflows/inflows of resources represent the effect of changes in the net pension 
liability due to the difference between projected and actual investment earnings, differences 
between expected and actual actuarial experience, changes in assumptions and changes in 
the School’s proportion of the collective net pension liability. The deferred outflows and 
deferred inflows are to be included in pension expense over current and future periods. The 
difference between projected and actual investment earnings is recognized in pension 
expense using a straight line method over a five year period beginning in the current year. 
Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the 
average expected remaining service lives of all members (both active and inactive) using the 
straight line method. Employer contributions to the pension plan subsequent to the 
measurement date are also required to be reported as a deferred outflow of resources. 

 
At June 30, 2017, the School reported deferred outflows of resources and deferred inflows of 
resources related to pensions from the following sources: 
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11. DEFINED BENEFIT PENSION PLANS (continued) 
 

D. Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and 
Deferred Inflows of Resources Related to Pensions (continued) 

SERS STRS Total
Deferred Outflows of Resources
Differences between expected and
  actual experience 6,336$       84,624$             90,960$             
Net difference between projected and
  actual earnings on pension plan investments 38,749       173,892             212,641             
Changes of assumptions 31,359       -                     31,359               
Changes in proportion and differences between School -                     

contributions and proportionate share of contributions 250,568     1,062,230          1,312,798          
School contributions subsequent to the 
  measurement date 12,042       93,408               105,450             

Total Deferred Outflows of Resources 339,054$   1,414,154$        1,753,208$        

Deferred Inflows of Resources
Changes in proportion and differences between School

contributions and proportionate share of contributions 165,628$   618,346$           783,974$           

Total Deferred Inflows of Resources 165,628$   618,346$           783,974$           
 
 

$105,450 reported as deferred outflows of resources related to pension resulting from School 
contributions subsequent to the measurement date will be recognized as a reduction of the 
net pension liability in the year ending June 30, 2018.  Other amounts reported as deferred 
outflows of resources and deferred inflows of resources related to pension will be recognized 
in pension expense as follows: 
 

SERS STRS Total
Fiscal Year Ending June 30:

2018 $84,731 $412,628 $497,359
2019 79,588        412,626        492,214
2020 (14,072)       (37,265)         (51,337)
2021 11,137        (85,589)         (74,452)

Total $161,384 702,400$      $863,784

 
E. Actuarial Assumptions – SERS 

 
SERS’ total pension liability was determined by their actuaries in accordance with GASB 
Statement No. 67, as part of their annual actuarial valuation for each defined benefit 
retirement plan.  Actuarial valuations of an ongoing plan involve estimates of the value of 
reported amounts (e.g., salaries, credited service) and assumptions about the probability of 
occurrence of events far into the future (e.g., mortality, disabilities, retirements, employment 
termination).  Actuarially determined amounts are subject to continual review and potential 
modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
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11. DEFINED BENEFIT PENSION PLANS (continued) 
 

E. Actuarial Assumptions – SERS (continued) 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the 
plan as understood by the employers and plan members) and include the types of benefits 
provided at the time of each valuation and the historical pattern of sharing benefit costs 
between the employers and plan members to that point.  The projection of benefits for 
financial reporting purposes does not explicitly incorporate the potential effects of legal or 
contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial 
calculations will take into account the employee’s entire career with the employer and also 
take into consideration the benefits, if any, paid to the employee after termination of 
employment until the death of the employee and any applicable contingent annuitant.  In 
many cases actuarial calculations reflect several decades of service with the employer and 
the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest 
actuarial valuation, prepared as of June 30, 2016, are presented below: 

 
Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
COLA  or Ad Hoc COLA 3.00 percent
Investment Rate of Return 7.50 percent net of investments expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)

 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality 
Table with fully generational projection and a five year age set-back for both males and 
females.  Mortality among service retired members and beneficiaries were based upon the 
RP-2014 Blue Collar Mortality Table with fully generational projection with Scale BB, 120 
percent of male rates and 110 percent of female rates.  Mortality among disabled members 
were based upon the RP-2000 Disabled Mortality Table, 90 percent for male rates and 100 
percent for female rates, set back five years is used for the period after disability retirement.  
 
The actuarial assumptions used in the June 30, 2016 valuation were based on the results of 
an actuarial experience study for the period ending July 1, 2010 to June 30, 2015.  The 
assumed rate of inflation, payroll growth assumption and assumed real wage growth were 
reduced in the June 30, 2016 actuarial valuation.  The rates of withdrawal, retirement and 
disability updated to reflect recent experience and mortality rates were also updated. 
 
The long-term return expectation for the Pension Plan Investments has been determined by 
using a building-block approach and assumes a time horizon, as defined in SERS’ Statement 
of Investment Policy.  A forecasted rate of inflation serves as the baseline for the return 
expectation.  Various real return premiums over the baseline inflation rate have been 
established for each asset class.  The long-term expected nominal rate of return has been 
determined by calculating an arithmetic weighted average of the expected real return 
premiums for each asset class, adding the projected inflation rate, and adding the expected 
return from rebalancing uncorrelated asset classes. The target allocation and best estimates 
of arithmetic real rates of return for each major assets class are summarized in the following 
table: 
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11. DEFINED BENEFIT PENSION PLANS (continued) 
 
E. Actuarial Assumptions – SERS (continued) 

 
Target

Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return

 
 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 
percent.  The projection of cash flows used to determine the discount rate assumed the 
contributions from employers and from the members would be computed based on 
contribution requirements as stipulated by State statute.  Projected inflows from investment 
earnings were calculated using the long-term assumed investment rate of return (7.50 
percent).  Based on those assumptions, the plan’s fiduciary net position was projected to be 
available to make all future benefit payments of current plan members.  Therefore, the long-
term expected rate of return on pension plan investments was applied to all periods of 
projected benefits to determine the total pension liability.   
 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes 
in the Discount Rate Net pension liability is sensitive to changes in the discount rate, and to 
illustrate the potential impact the following table presents the School’s proportionate share of 
the net pension liability calculated using the discount rate of 7.50 percent, as well as what 
each plan’s net pension liability would be if it were calculated using a discount rate that is one 
percentage point lower (6.50 percent), or one percentage point higher (8.50 percent) than the 
current rate. 

 

1% Decrease
(6.50%)

Current 
Discount Rate

(7.50%)
1% Increase 

(8.50%)
School's proportionate share
  of the net pension liability $621,933 $469,760 $342,385
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11. DEFINED BENEFIT PENSION PLANS (continued) 
 
F. Actuarial Assumptions – STRS 

 
The total pension liability in the June 30, 2016, actuarial valuation was determined using the 
following actuarial assumptions, applied to all periods included in the measurement:  

 
Inflation 2.75 percent
Projected salary increases 12.25 percent at age 20 to 2.75 percent at age 70
Investment Rate of Return 7.75 percent, net of investment expenses, including inflation
Cost-of-Living Adjustments 2 percent simple applied as follows:  for members retiring before
  (COLA) August 1, 2013, 2 percent per year; for members retiring August 1, 2013,

 or later, 2 percent COLA paid on fifth anniversary of retirement date.
 

 
Mortality rates were based on the RP-2000 Combined Mortality Table (Projection 2022—
Scale AA) for Males and Females.  Males’ ages are set-back two years through age 89 and 
no set-back for age 90 and above.  Females younger than age 80 are set back four years, 
one year set back from age 80 through 89 and no set back from age 90 and above.   
 
Actuarial assumptions used in the June 30, 2016, valuation are based on the results of an 
actuarial experience study, effective July 1, 2012. 
 
STRS’ investment consultant develops an estimate range for the investment return 
assumption based on the target allocation adopted by the Retirement Board. The target 
allocation and long-term expected rate of return for each major asset class are summarized 
as follows: 

 
Target

Asset Class Allocation

Domestic Equity 31.00 % 8.00 %
International Equity 26.00 7.85
Alternatives 14.00 8.00
Fixed Income 18.00 3.75
Real Estate 10.00 6.75
Liquidity Reserves 1.00 3.00

Total 100.00 % 7.61 %

Long-Term Expected
Real Rate of Return*

 
*10-year annualized geometric nominal returns, which include the real rate of return and 
inflation of 2.50 percent and does not include investment expenses. The total fund long-term 
expected return reflects diversification among the asset classes and therefore is not a 
weighted average return of the individual asset classes.  
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11. DEFINED BENEFIT PENSION PLANS (continued) 
 

F. Actuarial Assumptions – STRS (continued) 
 

Discount Rate The discount rate used to measure the total pension liability was 7.75 percent 
as of June 30, 2016. The projection of cash flows used to determine the discount rate 
assumes member and employer contributions will be made at the statutory contribution rates 
in accordance with rate increases described above. For this purpose, only employer 
contributions that are intended to fund benefits of current plan members and their 
beneficiaries are included.  Projected employer contributions that are intended to fund the 
service costs of future plan members and their beneficiaries, as well as projected 
contributions from future plan members, are not included.  Based on those assumptions, 
STRS’ fiduciary net position was projected to be available to make all projected future benefit 
payments to current plan members as of June 30, 2016.  Therefore, the long-term expected 
rate of return on pension plan investments of 7.75 percent was applied to all periods of 
projected benefit payment to determine the total pension liability as of June 30, 2016. 

 
Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes 
in the Discount Rate The following table presents the School's proportionate share of the 
net pension liability as of June 30, 2016, calculated using the current period discount rate 
assumption of 7.75 percent, as well as what the School's proportionate share of the net 
pension liability would be if it were calculated using a discount rate that is one-percentage-
point lower (6.75 percent) or one-percentage-point higher (8.75 percent) than the current rate: 

Current
1% Decrease Discount Rate 1% Increase

(6.75%) (7.75%) (8.75%)
School's proportionate share
  of the net pension liability $2,783,287 $2,094,400 $1,513,283

 
Changes Between Measurement Date and Report Date  In March 2017, the STRS Board 
adopted certain assumption changes which will impact their annual actuarial valuation 
prepared as of June 30, 2017.  The most significant change is a reduction in the discount rate 
from 7.75 percent to 7.45 percent.  In April 2017, the STRS Board voted to suspend cost of 
living adjustments granted on or after July 1, 2017.  Although the exact amount of these 
changes is not known, the overall decrease to School’s net pension liability is expected to be 
significant. 

 
12. POSTEMPLOYMENT BENEFITS 

 
A. School Employee Retirement System (SERS) 

 
Health Care Plan Description - The School contributes to the SERS Health Care Fund, 
administered by SERS for non-certificated retirees and their beneficiaries.  For GASB 45 
purposes, this plan is considered a cost-sharing, multiple-employer, defined benefit other 
postemployment benefit (OPEB) plan.  The Health Care Plan includes hospitalization and 
physicians’ fees through several types of plans including HMO’s, PPO’s, Medicare 
Advantage, and traditional indemnity plans as well as a prescription drug program. The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report 
which can be obtained on SERS’ website at www.ohsers.org under Employers/Audit 
Resources. 
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12. POSTEMPLOYMENT BENEFITS (Continued) 
 

A.   School Employee Retirement System (SERS) (continued) 
 

Access to health care for retirees and beneficiaries is permitted in accordance with Section 
3309 of the Ohio Revised Code. The Health Care Fund was established and is administered 
in accordance with Internal Revenue Code Section 105(e). SERS’ Retirement Board reserves 
the right to change or discontinue any health plan or program. Health care is financed through 
a combination of employer contributions and retiree premiums, copays and deductibles on 
covered health care expenses, investment returns, and any funds received as a result of 
SERS’ participation in Medicare programs. Active employee members do not contribute to the 
Health Care Plan.  Retirees and their beneficiaries are required to pay a health care premium 
that varies depending on the plan selected, the  number of qualified years of service, 
Medicare eligibility and retirement status. 
 
Funding Policy - State statute permits SERS to fund the health care benefits through 
employer contributions.  Each year, after the allocation for statutorily required basic benefits, 
the Retirement Board allocates the remainder of the employer contribution of 14 percent of 
covered payroll to the Health Care Fund. For fiscal year 2017, SERS did not allocate any 
employer contributions to the Health Care fund.   In addition, employers pay a surcharge for 
employees earning less than an actuarially determined minimum compensation amount, pro-
rated according to service credit earned. For fiscal year 2017, this amount was $23,500.  
Statutes provide that no employer shall pay a health care surcharge greater than 2 percent of 
that employer’s SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 
percent of the total statewide SERS-covered payroll for the health care surcharge. For fiscal 
year 2017, the School’s surcharge obligation was $2,536. 
 
For fiscal years 2016 and 2017, SERS did not allocate employer contributions to the Health 
Care fund.  The School’s contributions for health care for the fiscal year ended June 30, 
2015, was $2,541. The full amount has been contributed for fiscal year 2015. 

 
B.   State Teachers Retirement System (STRS) 

 
Plan Description – The School participates in the cost-sharing multiple-employer defined 
benefit Health Plan administered by the State Teachers Retirement System of Ohio (STRS) 
for eligible retirees who participated in the defined benefit or combined pension plans offered 
by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, 
physicians’ fees, prescription drugs and reimbursement of monthly Medicare Part B 
premiums.  The Plan is included in the report of STRS which can be obtained by visiting 
www.strsoh.org or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS Ohio to offer the Plan 
and gives the Retirement Board authority over how much, if any, of the health care costs will 
be absorbed by STRS.  Active employee members do not contribute to the Health Care Plan. 
 All benefit recipients, for the most recent year, pay a monthly premium.  Under Ohio law, 
funding for post-employment health care may be deducted from employer contributions.  For 
fiscal years 2017, 2016 and 2015, STRS did not allocate any employer contributions to post-
employment health care; therefore, the School did not contribute to health care in the last 
three fiscal years. 
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13. CONTINGENCES 
 
A. Grants 

 
Amounts received from grantor agencies are subject to audit and adjustment by the grantor. 
Any disallowed costs may require refunding to the grantor.  Amounts which may be 
disallowed, if any, are not presently determinable.  However, in the opinion of the School, any 
such disallowed claims will not have a material adverse effect on the financial position of the 
School. 

 
B. Enrollment FTE 
 

School foundation funding is based on the annualized full-time equivalent (FTE) enrollment of 
each student.  However, there is an important nexus between attendance and enrollment for 
Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of 
Education (ODE) is legislatively required to adjust/reconcile funding as enrollment information 
is updated by schools throughout the State, which can extend past the fiscal year end. 
 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent 
to the fiscal year end that may result in an additional adjustment to the enrollment information 
as well as claw backs of Foundation funding due to a lack of evidence to support student 
participation and other matters of noncompliance. ODE has not performed such a review on 
the School for fiscal year 2017. 
 
As of the date of this report, all ODE adjustments through fiscal year 2017 have been 
completed. 
 
In addition, the School’s contracts with their Sponsor and Management Company require 
payment based on revenues received from the State. As discussed above, all ODE 
adjustments through fiscal year 2017 have been completed. A reconciliation between 
payments previously made and the FTE adjustments has taken place with these contracts. 
 

C. Litigation 
 
The School is not a party to legal proceedings that, in the opinion of management, would 
have a material adverse effect on the financial statements. 

 
14. PRIOR PERIOD ADJUSTMENT 
 

A prior period adjustment was needed to restate beginning net position related to deferred 
outflows/inflows of resources due to a GASB 68 reporting error.  The following entry was recorded at 
July 1, 2016 to restate beginning balances:  
 
Previously Reported Net Position, June 30, 2016 (343,668)$  

Adjustments:
Deferred Inflows of Resources 54,566$     
Deferred Outflows of Resources (698,004)$  

Restated Net Position, July 1, 2016 (987,106)$  
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2017 2016 2015
School Employees Retirement System (SERS)
School's Proportion of the Net Pension

Liability 0.00641830% 0.01022340% 0.01066300%

School's Proportionate Share of the Net
Pension Liability 469,760$       583,357$       539,648$      

School's Covered-Employee Payroll 287,950$       295,114$       208,651$      

School's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered-Employee Payroll 163.14% 197.67% 258.64%

Plan Fiduciary Net Position as a
Percentage of the Total Pension
Liability 62.98% 69.16% 71.70%

(1) Information prior to 2015 is not available.

Notes:
School Employees Retirement System (SERS)

Changes of Benefit Terms: None. 

The amounts presented for each fiscal year were determined as of the measurement date, which is 
the prior fiscal year.

Changes of Assumptions: Amounts reported in 2017 reflect an adjustment of the rates of withdrawal, 
retirement and disability to more closely reflect actual experience and the expectation of retired life mortality 
was based on RP-2014 Blue Collar Mortality Tables and RP-2000 Disabled Mortality Table. The following 
reductions were also made to the actuarial assumptions:

· Discount rate from 7.75% to 7.50%
· Assumed rate of inflation from 3.25% to 3.00%
· Payroll growth assumption from 4.00% to 3.50%
· Assumed real wage growth from 0.75% to 0.50%
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2017 2016 2015
State Teachers Retirement System (STRS)
School's Proportion of the Net Pension

Liability 0.00625698% 0.00908426% 0.00891526%

School's Proportionate Share of the Net
Pension Liability 2,094,400$       2,510,624$       2,168,500$    

School's Covered-Employee Payroll 865,643$          1,201,357$       929,477$       

School's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered-Employee Payroll 241.95% 208.98% 233.30%

Plan Fiduciary Net Position as a
Percentage of the Total Pension
Liability 66.80% 72.10% 74.70%

(1) Information prior to 2015 is not available.

The amounts presented for each fiscal year were determined as of the measurement date, which is 
the prior fiscal year.
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2017 2016 2015 2014
School Employees Retirement System (SERS)
Contractually Required Contribution 12,042$    40,313$    38,896$         28,919$       

Contributions in Relation to the
Contractually Required Contribution (12,042)     (40,313)     (38,896)          (28,919)        

Contribution Deficiency (Excess) -$          -$          -$              -$             

School Covered-Employee Payroll 86,014$    287,950$   295,114$       208,651$      

Contributions as a Percentage of
Covered-Employee Payroll 14.00% 14.00% 13.18% 13.86%

(1) Information prior to 2014 is not available.
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2017 2016 2015 2014
State Teachers Retirement System (STRS)
Contractually Required Contribution 93,408$        121,190$      168,190$    120,832$       

Contributions in Relation to the
Contractually Required Contribution (93,408)         (121,190)       (168,190)     (120,832)       

Contribution Deficiency (Excess) -$             -$             -$           -$              

School Covered-Employee Payroll 667,200$      865,643$      1,201,357$  929,477$       

Contributions as a Percentage of
Covered-Employee Payroll 14.00% 14.00% 14.00% 13.00%

(1) Information prior to 2014 is not available.
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January 24, 2018 
 
To the Board of Directors 
West Park Academy 
Cuyahoga County, Ohio 
12913 Bennington Avenue 
Cleveland, Ohio 44135 
 

Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 
and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the West Park 
Academy, Cuyahoga County, Ohio (the “School”) as of and for the year ended June 30, 2017, and the 
related notes to the financial statements, which collectively comprise the School’s basic financial 
statements, and have issued our report thereon dated January 24, 2018, wherein we noted the School 
restated the beginning net position balance to account for a prior period adjustment related to reporting 
errors within deferred outflows of resources and deferred inflows of resources due to GASB 68. 
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School's internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate in 
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the School’s internal control. Accordingly, we 
do not express an opinion on the effectiveness of the School’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with 
governance.  
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified. 
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West Park Academy 
Independent Auditor’s Report on Internal Control over Financial Reporting and on  

Compliance and Other Matters Based on an Audit of Financial Statements  
Performed in Accordance with Government Auditing Standards 

Page 2 of 2 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 
results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 

 
 

 
Cambridge, Ohio 
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INDEPENDENT AUDITOR’S REPORT  

 
 

To the Board of Directors 
  of Woodley Leadership Academy 
 
We have audited the accompanying financial statements of the governmental activities, each major fund, and the 
aggregate remaining fund information  of Woodley Leadership Academy as of and for the year ended June 30, 2020, and 
the related notes to the financial statements, which collectively comprise Woodley Leadership Academy’s basic financial 
statements as listed in the table of contents.  
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in accordance with 
accounting principles generally accepted in the United States of America; this includes the design, implementation, and 
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free 
from material misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit in 
accordance with auditing standards generally accepted in the United States of America and the standards applicable to 
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. 
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of 
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the 
auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in 
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also 
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting 
estimates made by management, as well as evaluating the overall presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinions. 
 
Opinions 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial 
position of the governmental activities, each major fund, and the aggregate remaining fund information  of Woodley 
Leadership Academy, as of June 30, 2020, and the respective changes in financial position, for the year then ended in 
accordance with accounting principles generally accepted in the United States of America.  
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Other Matters 
 
Required Supplementary Information  
 
Accounting principles generally accepted in the United States of America require that the management’s discussion and 
analysis and budgetary comparison information as identified in the table of contents be presented to supplement the 
basic financial statements. Such information, although not a part of the basic financial statements, is required by the 
Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the 
basic financial statements in an appropriate operational, economic, or historical context. We have applied certain 
limited procedures to the required supplementary information in accordance with auditing standards generally accepted 
in the United States of America, which consisted of inquiries of management about the methods of preparing the 
information and comparing the information for consistency with management’s responses to our inquiries, the basic 
financial statements, and other knowledge we obtained during our audit of the basic financial statements. We do not 
express an opinion or provide any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance. 
 
Other Information  
 
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise 
Woodley Leadership Academy’s basic financial statements. The combining and individual nonmajor fund financial 
statements, and schedules of revenues and expenditures, are presented for purposes of additional analysis and are not a 
required part of the basic financial statements.  
 
The combining and individual nonmajor fund financial statements, and schedules of revenues and expenditures, are the 
responsibility of management and were derived from and relate directly to the underlying accounting and other records 
used to prepare the basic financial statements. Such information has been subjected to the auditing procedures applied 
in the audit of the basic financial statements and certain additional procedures, including comparing and reconciling 
such information directly to the underlying accounting and other records used to prepare the basic financial statements 
or to the basic financial statements themselves, and other additional procedures in accordance with auditing standards 
generally accepted in the United States of America. In our opinion, the combining and individual nonmajor fund financial 
statements, and schedules of revenues and expenditures, are fairly stated in all material respects in relation to the basic 
financial statements as a whole. 
 
Other Reporting Required by Government Auditing Standards  
 
In accordance with Government Auditing Standards, we have also issued our report dated November 19, 2020, on our 
consideration of Woodley Leadership Academy’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The 
purpose of that report is solely to describe the scope of our testing of internal control over financial reporting and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of Woodley Leadership 
Academy’s internal control over financial reporting or on compliance. That report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering Woodley Leadership Academy’s internal 
control over financial reporting and compliance.  
 
 
 
 
       Croskey Lanni, PC 
 
 
Rochester, Michigan 
November 19, 2020 
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON 
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN 

ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS  
 

 
 
To the Board of Directors 
  of Woodley Leadership Academy 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of America and the 
standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller General 
of the United States, the financial statements of the governmental activities, each major fund, and the aggregate 
remaining fund information of Woodley Leadership Academy, as of and for the year ended June 30, 2020, and the 
related notes to the financial statements, which collectively comprise Woodley Leadership Academy’s basic financial 
statements, and have issued our report thereon dated November 17, 2020.  
 
Internal Control over Financial Reporting  
In planning and performing our audit of the financial statements, we considered Woodley Leadership Academy’s internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinions on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of Woodley Leadership Academy’s internal control. Accordingly, we do not 
express an opinion on the effectiveness of Woodley Leadership Academy’s internal control. 
 
Our consideration of internal control was for the limited purpose described in the preceding paragraph and was not 
designed to identify all deficiencies in internal control that might be material weaknesses or significant deficiencies. And 
therefore, material weaknesses or significant deficiencies may exist that have not been identified.  However, as 
described in the accompanying schedule of findings and responses, we did identify certain deficiencies in internal 
control that we consider to be material weaknesses and significant deficiencies.   
 
A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements will 
not be prevented, or detected and corrected, on a timely basis.  We consider the deficiency described in the 
accompanying schedule of findings and response as item 2020-01 to be a material weakness. 
 
A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a 
material weakness, yet important enough to merit attention by those charged with governance.   We consider the 
deficiency described in the accompanying schedule of findings and responses as item 2020-02 to be a significant 
deficiency. 
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Compliance and Other Matters  
As part of obtaining reasonable assurance about whether Woodley Leadership Academy’s financial statements are free 
from material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those provisions was 
not an objective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed 
instances of noncompliance or other matters that are required to be reported under Government Auditing Standards 
and which are described in the accompanying schedule of findings and responses as items 2020-001 and 2020-002. 
 
Woodley Leadership Academy’s Response to Findings 
Woodley Leadership Academy’s response to the findings identified in our audit is described in the accompanying 
Schedule of Findings and Responses. Woodley Leadership Academy’s response was not subjected to the auditing 
procedures applied in the audit of the financial statements and, accordingly, we express no opinion on it. 
 
Purpose of this Report  

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing Standards in 
considering the entity’s internal control and compliance. Accordingly, this communication is not suitable for any other 
purpose. 
 
 
 
 
 
       Croskey Lanni, PC 
 
 
Rochester, Michigan 
November 17, 2020 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 
 
This section of Woodley Leadership Academy’s annual financial report presents our discussion and analysis of the public 
school Academy’s financial performance during the fiscal year that ended on June 30, 2020.  Please read it in conjunction 
with the Academy’s financial statements, which immediately follow this section.   
 
Financial Highlights 
 

 The Academy reported a decrease in the general fund balance of $211,126 for the fiscal year ended June 
30, 2020. 

 The Academy approved a deficit final budget for the 2019/2020 school year in June 2020 with an 
estimated deficit of $155,324. 

 Due primarily to an unanticipated reduction in the state aid foundation allowance for the 2019/2020 
school year, the Academy reported an audited deficit in excess of the budget by $55,802. 

 
 

OVERVIEW OF THE FINANCIAL STATEMENTS 
 
This annual report consists of three parts – management’s discussion and analysis (this section), the basic financial 
statements and required supplementary information.  The basic financial statements include two kinds of statements that 
present different views of the Academy: 
 

 The first two statements are academy-
wide financial statements that provide 
both short-term and long-term 
information about the Academy’s 
overall financial status. 

 The remaining statements are fund 
financial statements that focus on 
individual parts of the Academy, 
reporting the Academy’s operations in 
more detail than the academy-wide 
statements. 

 The governmental funds statements tell 
how basic services like regular and 
special education were financed in the 
short-term as well as what remains for 
future spending. 

 
 
 
 
 
The financial statements also include notes that explain some of the information in the statements and provide more 
detailed data.  The statements are followed by a section of required supplementary information that further explains and 
supports the financial statements with a comparison of the Academy’s budget for the year.  Figure A-1 shows how the 
various parts of the annual report are arranged and related to one another. 
 
Figure A-2 summarized the major features of the Academy’s financial statements, including the portion of the Academy’s 
activities they cover and the types of information they contain.  The remainder of this overview section of management’s 
discussion and analysis highlights the structure and contents of each of the statements. 

 
 
 

v  
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Figure A-2 Major Features of the Academy-Wide and Fund Financial Statements 

Academy-wide statements Governmental funds Fiduciary funds
Scope Entire academy (except 

fiduciary funds)
All activities of the academy 
that are not fiduciary

Instances in which the 
academy administers 
resources on behalf of 
someone else, such as 
student activities monies

Required financial 
statements

* Statement of net  position * Balance sheet Statement of fiduciary net 
position

* Statement of activities * Statement of revenues, 
expenditures and changes 
in fund balances

Accounting basis and 
measurement focus

Accrual accounting and 
economic resources focus

Modified accrual accounting 
and current financial 
resources focus

Accrual accounting and 
economic resources focus

Type of asset/liability 
information

All assets and liabilities, 
both financial and capital, 
short-term and long-term

Generally assets expected 
to be used up and liabilities 
that come due during the 
year or soon thereafter; no 
capital assets or long-term 
liabilities included

All assets and liabilities, 
both short-term and long-
term, the academy’s funds 
do not currently contain 
capital assets, although they 
can

Type of inflow/outflow 
information

All revenues and expenses 
during year, regardless of 
when cash is received or 
paid

Revenues for which cash is 
received during or soon 
after the end of the year, 
expenditures when goods 
or services have been 
received and the related 
liability is due and payable

All additions and 
deductions during the year, 
regardless of when cash is 
received or paid

 
The two Academy-wide statements report the Academy’s net position and how they have changed.  Net position - the 
difference between the Academy’s assets, deferred outflows, liabilities and deferred inflows, are one way to measure the 
Academy’s financial health or position. 
 

 Over time, increases or decreases in the Academy’s net position is an indicator of whether its financial 
position is improving or deteriorating, respectively. 

 To assess the overall health of the Academy, you need to consider additional non-financial factors such as 
changes in the Academy’s enrollment, the condition of school buildings and other facilities, and the 
Academy’s ability to be competitive with other public school academies and area school districts. 

 
Governmental activities - The Academy’s basic services are included here, such as regular and special education and 
administration.  State foundation aid finances most of these activities. 
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Fund Financial Statements 
 
The fund financial statements provide more detailed information about the Academy’s funds, focusing on its more 
significant or “major” funds - not the Academy as a whole.  Funds are accounting devices the Academy uses to keep track 
of specific sources of funding and spending on particular programs: 
 

 Some funds are required by State law. 

 The Academy establishes other funds to control and manage money for particular purposes (like repaying 
its long-term debts) or show that it is properly using certain revenues (like school lunch). 

 
The Academy has only governmental funds - Most of the Academy’s basic services are included in governmental funds 
which generally focus on (1) how cash and other financial assets that can readily be converted to cash flow in and out and 
(2) the balances left at year-end that are available for spending.  Consequently, the governmental funds statements 
provide a detailed short-term view that helps you determine whether there are more or fewer financial resources that 
can be spent in the near future to finance the Academy’s programs.  Because this information does not encompass the 
additional long-term focus of the Academy-wide statements, we provide additional information with the governmental 
funds statement that explains the relationship (or differences) between them. 
 
Financial Analysis of the Academy as a Whole 
 
The Academy is reporting a combined net position of $(177,230).   
 
The total revenues of the Academy in its second year of operations were $1,588,341.  State aid foundation allowance 
included in revenue from state sources accounts for 83% of the Academy’s revenue.  Blended enrollment of 158.09 was 
the paid state aid membership during the fiscal year, an increase from the prior year of 5.2.  
 
The total cost of instruction in the second year of operations increased by 17.5% to $597,160.  Support services increased 
by 42% to $1,091,543.  Other costs accounted for in the general fund included an operating transfer out to the school 
service fund in the amount of $12,793. 
 
Financial Analysis of The Academy’s Funds 
 
The financial operation of the Academy is currently in a deficit position as of June 30, 2020.  The Academy plans to adopt 
a Deficit Elimination Plan in accordance with Public Act 621 by December 15, 2020.   
 
General Fund Budgetary Highlights 
 
Over the course of the year, the Academy revised the general fund annual operating budget two times, with the final 
amended budget adopted in June 2020.  
 
The Academy’s final budget for the general fund anticipated insufficient revenues to balance financing sources or uses for 
the fiscal year ended June 30, 2020. 
  
Actual revenues were $188,160 less than budget primarily a result of decreased state aid foundation allowance due to 
COVID-19, deferred state At Risk funding, and Federal grant funds being carried over to fiscal year 2020-21. 
  
Actual expenditures were $131,059 less than budget primarily due to the lower than expected spending for state and 
federal source grants and the effects of the school closure due to COVID-19 from mid-March through June 30, 2020. 
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Academy Governmental Activities 

2020 2019

Current and other assets 442,375$               417,593$               
Capital assets, net 33,896                   41,707                   

      Total assets 476,271                 459,300                 

Current liabilities and deferred inflows 653,501                 417,593                 

Net position:
   Investment in capital assets 33,896                   41,707                   
   Unrestricted (211,126)               -                          

      Total net position (177,230)$             41,707$                 

2020 2019
Revenues:
Program revenues: 
   Charges for services 3,334$                   41$                         
   Federal and state operating grants 348,578                 161,851                 
General revenues: 
   State aid -  unrestricted 1,232,884             1,209,543             
   Other 3,545                      101,389                 

      Total revenues 1,588,341             1,472,824             

Expenses:
Instruction 597,160                 508,333                 
Support services 1,196,658             913,479                 
Unallocated depreciation 13,460                   9,305                      

           Total expenses 1,807,278             1,431,117             

Change in net position (218,937)$             41,707$                 

Table A-3
Woodley Leadership Academy's Net Position

Table A-4
Changes in Woodley Leadership Academy's Net Position
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Capital Asset and Debt Administration 
 
Capital Assets 
 
As of June 30, 2020, the Academy had invested $33,896 in capital assets net of accumulated depreciation as summarized 
in Figure A-5.  This amount represents a net decrease of $7,811 from the beginning of the year.  Total depreciation expense 
for the year was $13,460.  More detailed information about capital assets can be found in Note 5 to the financial 
statements. 
 
The Academy’s capital assets are as follows:  
 

2020 2019

Furniture and equipment 56,661$                 51,012$                 

Less accumulated depreciation 22,765                   9,305                      

Net book value of assets 33,896$                 41,707$                 

Table A-5
Woodley Leadership Academy's Capital Assets

 
Long-Term Debt 
 
The Academy has no long-term debt as of June 30, 2020. 
 
Factors Bearing on The Academy’s Future 
 
At the time these financial statements were prepared and audited, the Academy was aware of existing circumstances that 
could significantly affect its financial health in the future. 
 

 The Academy has adopted a balanced general fund budget that is dependent upon achieving enrollment 
targets and increased funding allowances. 

 The charter agreement with Eastern Michigan University expires June 30, 2023. 
 The school aid budget for 2020/2021 has been approved by the state legislature with no increase in per 

pupil funding. 
 
The Academy continues to place emphasis upon enrollment increases through new working strategies.  Enrollment growth 
will be imperative in continuing financial growth and offering additional program opportunities. 
 
Contacting the Academy’s Financial Management 
 
This financial report is designed to provide our students, parents and creditors with a general overview of the Academy’s 
finances and to demonstrate the Academy’s accountability for the money it receives.  If you have questions about this 
report or need additional information, contact the Academy’s Management Company, ACCEL Schools at 1300 Malzahn St, 
Saginaw, MI 48602, Phone (989)717-4390. 
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WOODLEY LEADERSHIP ACADEMY 
 

STATEMENT OF NET POSITION 
JUNE 30, 2020 

 
 

Current Assets

Cash and cash equivalents 169,313$               
Accounts receivable 3,826                      
Due from other governmental units 258,981                 
Prepaid expenses 10,255                   

   Total current assets 442,375                 

Capital Assets - Net of Accumulated Depreciation 33,896                   

    Total assets and deferred outflows 476,271$               

Current Liabilities

Accounts payable 422,429$               
Unearned revenue 91,277                   
Other accrued expenses 139,795                 

   Total current liabilities 653,501                 

Net Position

Net investment in capital assets 33,896                   
Unrestricted (211,126)               

   Total net position (177,230)               

        Total liabilities, deferred inflows and net position 476,271$               

ASSETS AND DEFERRED OUTFLOWS

LIABILITIES, DEFERRED INFLOWS AND NET POSITION

 
 
 
 
 
 
See accompanying notes to financial statements 
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WOODLEY LEADERSHIP ACADEMY 
 

STATEMENT OF ACTIVITIES 
FOR THE YEAR ENDED JUNE 30, 2020 

 
 

Net (Expense)
Revenues and 

Changes in 
Program Revenues Net Position

 Government 
Charges for Operating Type 

Expenses Services Grants Activities 

Functions
Instruction  

Basic programs 421,475$           -$                 50$                  (421,425)$            
Added needs 175,685             -                   171,491          (4,194)                   

Support Services
Pupil support services 54,859               -                   -                   (54,859)                 
Instructional staff support services 102,882             -                   82,213            (20,669)                 
General administration 267,498             -                   -                   (267,498)              
School administration 191,846             -                   -                   (191,846)              
Operations and maintenance 344,476             -                   -                   (344,476)              
Pupil transportation services 99,129               -                   187                  (98,942)                 
Central support services 25,204               -                   -                   (25,204)                 
Food services 110,764             3,334               94,637            (12,793)                 

Unallocated depreciation 13,460               -                   -                   (13,460)                 

Total primary government 1,807,278$       3,334$             348,578$        (1,455,366)           

General Purpose Revenues
State school aid - unrestricted 1,232,884            
Miscellaneous revenues 3,545

   
Total general purpose revenues 1,236,429            

Change in net position (218,937)              

Net position - July 1, 2019 41,707                  

Net position - June 30, 2020 (177,230)$            
 

 
 
 
 
 
See accompanying notes to financial statements 
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WOODLEY LEADERSHIP ACADEMY 
 

COMBINED BALANCE SHEET – ALL GOVERNMENTAL FUNDS 
JUNE 30, 2020 

 
 

Cash and cash equivalents 169,313$            
Accounts receivable 3,826                   
Due from other governmental units 258,981               
Prepaid expenses 10,255                 

           Total assets 442,375$            

Liabilities
Accounts payable 422,429$            
Unearned revenue 91,277                 
Other accrued expenses 139,795

           Total liabilities 653,501               

Fund Balance
Nonspendable 10,255                 
Unassigned (221,381)             

          Total fund balance (211,126)             

          Total liabilities and
              fund balance 442,375$            

ASSETS

LIABILITIES AND FUND BALANCE

 
 
 
 
 
 
 
 
 
 
 
See accompanying notes to financial statements 
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WOODLEY LEADERSHIP ACADEMY 
 

RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCE TO NET POSITION 
OF GOVERNMENTAL ACTIVITIES 

JUNE 30, 2020 
 
 

Amounts reported for governmental activities in the statement of net position are different because:

Total Governmental Fund Balances (211,126)$             

Capital assets used in governmental activities are not financial resources and,
   therefore, are not reported in the funds.  The cost of the assets is $56,661
   and the accumulated depreciation is $22,765. 33,896                   

Net Position of Governmental Activities (177,230)$             

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

See accompanying notes to financial statements 
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WOODLEY LEADERSHIP ACADEMY 
 

STATEMENT OF REVENUES, EXPENDITURES 
AND CHANGES IN FUND BALANCE – ALL GOVERNMENTAL FUNDS 

FOR THE YEAR ENDED JUNE 30, 2020 
 
 

Non-Major
General Special Revenue Total

Revenues
Local sources 2,529$                    3,334$                    5,863$                    
State sources 1,362,414              6,510                      1,368,924              
Federal sources 124,411                  88,127                    212,538                  
Interdistrict sources 1,016                      -                           1,016                      

Total governmental fund revenues 1,490,370              97,971                    1,588,341              

Expenditures
Instruction  

Basic programs 421,475                  -                           421,475                  
Added needs 175,685                  -                           175,685                  

Support Services
Pupil support services 54,859                    -                           54,859                    
Instructional staff support services 102,882                  -                           102,882                  
General administration 267,498                  -                           267,498                  
School administration 191,846                  -                           191,846                  
Operations and maintenance 344,476                  -                           344,476                  
Pupil transportation services 99,129                    -                           99,129                    
Central support services 25,204                    -                           25,204                    
Food services -                           110,764                  110,764                  

Capital outlay 5,649                      -                           5,649                      

Total governmental fund expenditures 1,688,703              110,764                  1,799,467              

Excess (deficiency) of revenues over expenditures (198,333)                (12,793)                   (211,126)                

Other Financing Sources (Uses)
Operating transfers in -                           12,793                    12,793                    
Operating transfers out (12,793)                   -                           (12,793)                   

Total other financing sources (uses) (12,793)                   12,793                    -                           

Excess (deficiency) of revenues and other financing 
sources over expenditures and other uses (211,126)                -                           (211,126)                

Fund balance - July 1, 2019 -                           -                           -                           

Fund balance - June 30, 2020 (211,126)$              -$                         (211,126)$              
 

See accompanying notes to financial statements 
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WOODLEY LEADERSHIP ACADEMY 
 

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN 
FUND BALANCE OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES 

FOR THE YEAR ENDED JUNE 30, 2020 
 
 

Amounts reported for governmental activities in the statement of activities are different because:

Net Change in Fund Balances - Total Governmental Funds (211,126)$             

Governmental funds report capital outlays as expenditures.  However, 
in the statement of activities, assets are capitalized and the cost is 
allocated over their estimated useful lives and reported as depreciation 
and amortization expense.  This is the amount by which capital outlays 
exceeded depreciation and amortization in the current period.

Capital outlay 5,649$                   
Depreciation and amortization expense (13,460)                  (7,811)                    

Change in Net Position of Governmental Activities (218,937)$             

 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

See accompanying notes to financial statements 
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WOODLEY LEADERSHIP ACADEMY 
 

NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2020 

 
 

NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The accounting policies of Woodley Leadership Academy (the “Academy”) conform to generally accepted accounting 
principles applicable to public school academies.  The following is a summary of the significant accounting policies: 
 
Reporting Entity 
 
Woodley Leadership Academy was formed as a public school academy pursuant to the Michigan School Code of 1976, as 
amended by Act No. 362 of the Public Acts of 1993 and Act No. 416 of the Public Acts of 1994.  The Academy filed 
articles of incorporation as a nonprofit corporation pursuant to the provisions of the Michigan Nonprofit Corporation 
Act of 1982, as amended, and began operation in July 2018. 
 
In July 2018, the Academy entered into a five-year contract through June 30, 2023 with the Eastern Michigan 
University’s Board of Regents to charter a public school academy.  The contract requires the Academy to act exclusively 
as a governmental agency and not undertake any action inconsistent with its status as an entity authorized to receive 
state school aid funds pursuant to the State constitution.  The University’s Board of Regents is the fiscal agent for the 
Academy and is responsible for overseeing the Academy’s compliance with the contract and all applicable laws.  The 
Academy pays the Eastern Michigan University’s Board of Regents three percent of state aid as administrative fees.  
Total administrative fees paid for the year ended June 30, 2020 were approximately $36,700. 
 
In May 2018, the Academy entered into a five-year agreement with Accel Schools Michigan, LLC (“ACCEL”) through June 
30, 2023.  Under the terms of the agreement, ACCEL provides a variety of services including educational, administrative, 
financial, and technology. The Academy is obligated to pay ACCEL thirteen (13) percent of state and local school funds 
for educational and administrative services, one (1) percent of state aid for financial services, and half (.5) percent of 
state aid for technology services. Fees paid under this contract amounted to approximately $215,700 for the year ended 
June 30, 2020.  As of June 30, 2020 approximately $410,000 was due to ACCEL from the Academy. 
 
The accompanying financial statements have been prepared in accordance with criteria established by the 
Governmental Accounting Standards Board for determining the various governmental organizations to be included in 
the reporting entity. These criteria include significant operational or financial relationships with the public school 
Academy.  Based on application of criteria, the Academy does not contain component units.  
 
Fund Financial Statements 
 
Fund financial statements report detailed information about the Academy.  The focus of governmental fund financial 
statements is on major funds rather than reporting funds by type.  Each major fund is presented in a separate column.  
Non-major funds are aggregated and presented in a single column.   
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WOODLEY LEADERSHIP ACADEMY 
 
NOTES TO FINANCIAL STATEMENTS – Continued 
FOR THE YEAR ENDED JUNE 30, 2020 

 
 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 
 
Basis of Presentation – Fund Accounting 
 
The accounts of the Academy are organized on the basis of funds.  The operations of a fund are accounted for with a 
separate set of self-balancing accounts that comprise its assets, liabilities, fund balance, revenue and expenditures.  
Government resources are allocated to and accounted for in individual funds based on the purposes for which they are 
to be spent and the means by which spending activities are controlled.  The various funds are grouped, in the combined 
financial statements in this report, into generic fund types in two broad fund categories. 
 
Governmental Funds 
 
A governmental fund is a fund through which most Academy functions typically are financed. The acquisition, use and 
balances of the Academy’s expendable financial resources and the related current liabilities are accounted for through a 
governmental fund.  
 
General Fund - The general fund is used to record the general operations of the Academy pertaining to education and 
those operations not provided for in other funds. Included are all transactions related to the approved current operating 
budget. 
 
Special Revenue Fund - The special revenue fund is used to account for the food service program operations.  The 
special revenue fund is a subsidiary operation and is an obligation of the general fund.  Therefore any shortfall in the 
special revenue fund will be covered by an operating transfer from the general fund.  The special revenue fund does not 
maintain its own assets and liabilities; accordingly, no balance sheet is presented for this fund.   
 
Debt Service Fund - The debt service fund, which the Academy does not currently maintain, is used to record certain 
revenue and the payment of interest, principal and other expenditures on long-term debt. 
 
Capital Projects Fund - The capital projects fund, which the Academy does not currently maintain, accounts for financial 
resources to be used for the acquisition, construction, or improvement of capital facilities. 
 
Fiduciary Fund - The fiduciary fund, which the Academy does not currently maintain, is used to account for assets held 
by the Academy in a trustee capacity or as an agent. The agency fund is custodial in nature and does not involve the 
measurement of results of operations. 
 
Governmental and agency funds utilize the modified accrual basis of accounting.  Modifications in such method from the 
accrual basis are as follows:   
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WOODLEY LEADERSHIP ACADEMY 
 
NOTES TO FINANCIAL STATEMENTS – Continued 
FOR THE YEAR ENDED JUNE 30, 2020 

 
 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – Continued 
 

a. Revenue that is both measurable and available for use to finance operations is recorded as revenue when 
earned. Revenues are considered to be available when they are collectible within the current period or soon 
enough thereafter to pay liabilities of the current period.  For this purpose, the Academy considers revenues to 
be available if they are collected within sixty days of the end of the current fiscal period. 

 
b. Payments for inventorial types of supplies, which are not significant at year end, are recorded as expenditures at 

the time of purchase. 
 

c. Principal and interest of general long-term debt are not recorded as expenditures until their due dates. 
 

d. The State of Michigan utilizes a foundation allowance funding approach, which provides for specific annual 
amount of revenue per student based on a state-wide formula.  The foundation allowance is funded from a 
combination of state and local sources.  Revenue from state sources is primarily governed by the School Aid Act 
and the School Code of Michigan.  The state portion of the foundation is provided from the State’s School Aid 
Fund and is recognized as revenue in accordance with state law.  A major portion of the Academy’s revenue is 
derived from this state aid.  As such, the Academy is considered to be economically dependent on this aid.  The 
Academy’s existence is dependent upon qualification for such aid.   

 
Government-Wide Financial Statements 
 
The government-wide financial statements (i.e. the Statement of Net Position and the Statement of Activities) report 
information on all of the non-fiduciary activities of the primary government.  The government-wide financial statements 
are prepared using the economic resources measurement focus and the accrual basis of accounting.  This approach 
differs from the manner in which governmental fund financial statements are prepared.  Therefore, governmental fund 
financial statements include reconciliations with brief explanations to better identify the relationships between the 
government-wide statements and the statements for governmental funds. 
 
The government-wide Statement of Activities presents a comparison between expenses and program revenues for each 
segment of the business-type activities of the Academy and for each governmental program.  Direct expenses are those 
that are specifically associated with a service, program or department and are therefore clearly identifiable to a 
particular function.  The Academy does not allocate indirect expenses to programs.  In creating the government wide 
financial statements the Academy has eliminated inter-fund transactions.  Program revenues include charges paid by the 
recipients of the goods or services offered by the programs and grants and contributions that are restricted to meeting 
the operational or capital requirements of a particular program.  Revenues not classified as program revenues are 
presented as general revenues.  The comparison of program revenues and expenses identifies the extent to which each 
program or function is self-financing or draws from the general revenues of the Academy. 
 
Net position should be reported as restricted when constraints placed on net position use are either externally imposed 
by creditors, grantors, contributors, or laws or regulations of other governments or imposed by law through 
constitutional provisions or enabling legislation.  The Academy first utilizes restricted resources to finance qualifying 
activities. 
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WOODLEY LEADERSHIP ACADEMY 
 
NOTES TO FINANCIAL STATEMENTS – Continued 
FOR THE YEAR ENDED JUNE 30, 2020 

 
 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 
 
Cash and Cash Equivalents 
 
The Academy's cash and cash equivalents are considered to be cash on hand, demand deposits and short-term 
investments with maturities of three months or less from the date of acquisition.  The Academy reports its investments 
in accordance with GASB Statement No. 31, Accounting and Financial Reporting for Certain Investments and for External 
Investment Pools and GASB No. 40, Deposit and Investment Risk Disclosures.  Under these standards, certain 
investments are valued at fair value as determined by quoted market prices or by estimated fair values when quoted 
market prices are not available.  The standards also provide that certain investments are valued at cost (or amortized 
cost) when they are of a short-term duration, the rate of return is fixed, and the Academy intends to hold the 
investment until maturity.  The Academy held no investments during the year ended June 30, 2020.  State statutes 
authorize the Academy to invest in bonds and other direct and certain indirect obligations of the U.S. Treasury; 
certificates of deposit, saving accounts, deposit accounts, and or depository receipts of a bank, savings and loan 
association, or credit union, which is a member of the Federal Deposit Insurance Corporation, Federal Savings and Loan 
Corporation or National Credit Union Administration, respectively; in commercial paper rated at the time of purchase 
within the three highest classifications established by not less than two standard rating services and which matures not 
more than 270 days after the date of purchase.  The Academy is also authorized to invest in U.S. Government or Federal 
agency obligation repurchase agreements, bankers' acceptances of U.S. banks, and mutual funds composed of 
investments as outlined above. 
 
Receivables 
 
Receivables at June 30, 2020 consist primarily of state school aid due from the State of Michigan and the federal 
government.  All receivables are expected to be fully collected in July and August of 2020 and are considered current for 
the purposes of these financial statements.   
 
Prepaid Assets 
 
Payments made to vendors for services that will benefit periods beyond June 30, 2020, are recorded as prepaid items 
using the consumption method.  A current asset for the prepaid amount is recorded at the time of the purchase and an 
expenditure is reported in the year in which services are consumed. 
 
Capital Assets and Depreciation 
 
All capital assets are capitalized at cost (or estimated historical cost) and updated for additions or retirements during the 
year.  The Academy defines capital assets as assets with an initial individual cost in excess of $3,000.  The Academy 
follows the policy of not capitalizing assets with a useful life of less than one year.  The Academy does not possess any 
infrastructure assets.   
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WOODLEY LEADERSHIP ACADEMY 
 
NOTES TO FINANCIAL STATEMENTS – Continued 
FOR THE YEAR ENDED JUNE 30, 2020 

 
 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 
 
All reported capital assets, with the exception of land, are depreciated.  Improvements are depreciated over the 
remaining useful lives of the related capital assets.  Depreciation is computed using the straight-line method over the 
following useful lives: 
 
 Building and improvements 10 – 50 years 
 Furniture and equipment   5 – 15 years 
 Computers and software   3 – 10 years 

 
Accrued Liabilities and Long-Term Obligations 
 
All payables, accrued liabilities and long-term obligations are reported in the government-wide financial statements.  In 
general, payables and accrued liabilities that will be paid from governmental funds are reported on the governmental 
fund financial statements regardless of whether they will be liquidated with current resources.  However, the non-
current portion of capital leases that will be paid from governmental funds are reported as a liability in the fund financial 
statements only to the extent that they will be paid with current, expendable, available financial resources.  In general, 
payments made within sixty days after year-end are considered to have been made with current available financial 
resources.  Other long-term obligations that will be paid from governmental funds are not recognized as a liability in the 
fund financial statements until due. 
 
Net Position  
 
Net position represents the difference between assets, deferred outflows and liabilities and deferred inflows.  Net 
position is reported as restricted when there are limitations imposed on its use either through the enabling legislation 
adopted by the Academy or through external restrictions imposed by creditors, grantors or laws of regulations of other 
governments. 
 
Fund Equity 
 
The Academy has adopted GASB 54 as part of its fiscal year reporting.  The intention of the GASB is to provide a more 
structured classification of fund balance and to improve the usefulness of fund balance reporting to the users of the 
Academy’s financial statements.  The reporting standard establishes a hierarchy for fund balance classifications and the 
constraints imposed on those resources. 
 
GASB 54 provides for two major types of fund balances, which are nonspendable and spendable.  Nonspendable fund 
balances are balances that cannot be spent because they are not expected to be converted to cash or they are legally or 
contractually required to remain intact.  This category typically includes prepaid items and inventories. 
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WOODLEY LEADERSHIP ACADEMY 
 
NOTES TO FINANCIAL STATEMENTS – Continued 
FOR THE YEAR ENDED JUNE 30, 2020 

 
 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 
 
In addition to nonspendable fund balance, GASB 54 has provided a hierarchy of spendable fund balances, based on a 
hierarchy of spending constraints. 
 

a. Restricted fund balance – amounts constrained to specific purposes by their providers (such as grantors, 
bondholders, and higher levels of government), through constitutional provisions, or by enabling legislation. 

 
b. Committed fund balance – amounts constrained to specific purposes by the Board; to be reported as committed, 

amounts cannot be used for any other purpose unless the Board takes action to remove or change the 
constraint. 

 
c. Assigned fund balance – amounts the Board intends to use for a specific purpose; intent can be expressed by the 

Board or by an official or committee to which the Board delegates the authority. 
 

d. Unassigned fund balance – amounts that are available for any purpose; these amounts are reported only in the 
general fund. 

 
The Academy follows the policy that restricted, committed, or assigned amounts will be considered to have been spent 
when an expenditure is incurred for purposes for which both unassigned and restricted, committed, or assigned fund 
balances are available.  There are no governmental funds with a deficit.   
 
Estimates  
 
The preparation of financial statements in conformity with accounting principles generally accepted in the United States 
of America requires management to make estimates and assumptions that affect the amounts reported in the financial 
statements and accompanying notes.  Actual results may differ from those estimates. 
 
Upcoming Accounting Procurements 
 
In June 2017, the Governmental Accounting Standards Board issued GASB Statement No. 87, Leases which improves 
accounting and financial reporting for leases by governments.  This statement requires recognition of certain lease 
assets and liabilities for leases that previously were classified as operating leases and recognized as inflows of resources 
or outflows of resources based upon the payment provisions of the contact.  It establishes a single model for lease 
accounting based on the foundational principle that leases are financings of the right to use an underlying asset.  Under 
this statement, a lessee is required to recognize a lease liability and an intangible right-to-use asset, and a lessor is 
required to recognize a lease receivable and a deferred inflow of resources.  The Academy is currently evaluating the 
impact this standard will have on the financial statements when adopted.  The provisions of this statement are effective 
for the Academy’s financial statements for the year ending June 30, 2022. 
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WOODLEY LEADERSHIP ACADEMY 
 
NOTES TO FINANCIAL STATEMENTS – Continued 
FOR THE YEAR ENDED JUNE 30, 2020 

 
 

NOTE 2 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY 
 
Annual budgets are adopted on a consistent basis with accounting principles generally accepted in the United States of 
America and state law for the general fund.  All annual appropriations lapse at fiscal year end and encumbrances are not 
formally recorded.   
 
The budget document presents information by fund and function.  The legal level of budgetary control adopted by the 
governing body is the function level.  State law requires the Academy to have its budget in place by July 1.  Expenditures 
in excess of amounts budgeted is a violation of Michigan Law.  The Academy is required by law to adopt general and 
special revenue fund budgets.  During the year ended June 30, 2020 the budget was amended in a legally permissible 
manner. See page 18 of these financial statements for a comparison of final budgeted and board approved 
appropriations to actual expenditures. 

 
 
 

NOTE 3 - DEPOSITS AND INVESTMENTS  
 
Interest Rate Risk 
 
In accordance with its investment policy, the Academy will minimize interest rate risk, which is the risk that the market 
value of securities in the portfolio will fall due to changes in market interest rates, by; structuring the investment 
portfolio so that securities mature to meet cash requirements for ongoing operations, thereby avoiding the need to sell 
securities in the open market; and, investing operating funds primarily in shorter-term securities, liquid asset funds, 
money market mutual funds, or similar investment pools and limiting the average maturity in accordance with the 
Academy's cash requirements.   
 
Credit Risk  
 
State law limits investments in commercial paper and corporate bonds to a prime or better rating issued by nationally 
recognized statistical rating organizations (NRSROs).  As of June 30, 2020, the Academy did not hold any investments. 
 
Concentration of Credit Risk  
 
The Academy will minimize concentration of credit risk, which is the risk of loss attributed to the magnitude of the 
Academy's investment in a single issuer, by diversifying the investment portfolio so that the impact of potential losses 
from any one type of security or issuer will be minimized.   
 
Custodial Credit Risk - Deposits 
 
In the case of deposits, this is the risk that in the event of a bank failure, the Academy's deposits may not be returned to 
it.  As of June 30, 2020, $37,168 of the Academy’s cash was exposed to custodial credit risk because it was uninsured.  All 
cash balances were uncollateralized as of June 30, 2020. 
 
Custodial Credit Risk - Investments 
 
For an investment, this is the risk that, in the event of the failure of the counterparty, the Academy will not be able to 
recover the value of its investments or collateral securities that are in the possession of an outside party. 
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WOODLEY LEADERSHIP ACADEMY 
 
NOTES TO FINANCIAL STATEMENTS – Continued 
FOR THE YEAR ENDED JUNE 30, 2020 

 
 

NOTE 3 - DEPOSITS AND INVESTMENTS – Continued 
 
The Academy will minimize custodial credit risk, which is the risk of loss due to the failure of the security issuer or 
backer, by; limiting investments to the types of securities allowed by law; and pre-qualifying the financial institutions, 
broker/dealers, intermediaries and advisors with which the Academy will do business. 
 
Foreign Currency Risk 
 
The Academy is not authorized to invest in investments which have this type of risk. 
 
Fair Value 
 
Generally accepted accounting principles define fair value, establish a framework for measuring fair value, and establish 
a fair value hierarchy that prioritizes the inputs to valuation techniques.  Fair value is the price that would be received to 
sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement 
date.  A fair value measurement assumes that the transaction to sell the asset or transfer the liability occurs in the 
principal market for the asset or liability or, in the absence of a principal market, the most advantageous market.  
Valuation techniques that are consistent with the market, income or cost approach are used to measure fair value. 
 
The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair value into three broad levels: 
 

a. Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities the Academy has 
the ability to access. 
 

b. Level 2 inputs are inputs (other than quoted prices included within Level 1) that are observable for the asset or 
liability, either directly or indirectly. 
 

c. Level 3 are unobservable inputs for the asset or liability and rely on management’s own assumptions about the 
assumptions that market participants would use in pricing the asset or liability.  (The observable inputs should 
be developed based on the best information available in the circumstances and may include the Academy’s own 
data.) 

 
The Academy does not have any investments that are subject to the fair value measurement. 
 
 
 
NOTE 4 - DUE FROM OTHER GOVERNMENTAL UNITS 
 
Amounts due from other governmental units consist of the following: 
 

State sources 230,362$               
Federal sources 28,619

   Total 258,981$               
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WOODLEY LEADERSHIP ACADEMY 
 
NOTES TO FINANCIAL STATEMENTS – Continued 
FOR THE YEAR ENDED JUNE 30, 2020 
 
 
NOTE 5 - CAPITAL ASSETS  
 
Capital asset activity of the Academy's governmental activities was as follows:  
 

Balance Balance 
July 1, 2019 Additions Disposals June 30, 2020

Capital assets subject to depreciation
Furniture and equipment 51,012$               5,649$                 -$                     56,661$               

Accumulated depreciation
Furniture and equipment 9,305                   13,460                 -                        22,765                 

   Total net capital assets 41,707$               (7,811)$               -$                     33,896$               
 

 
Depreciation and amortization expense was not charged to activities as the Academy considers its assets to impact 
multiple activities and allocation is not practical.   
 
 
 
NOTE 6 – OTHER ACCRUED EXPENSES 
 
Other accrued expenses may be summarized as follows: 
 

Purchased services - payroll and benefits 97,485$                 
Management fee 8,093
University oversight fee 6,081                      
Other  accrued expenditures 28,136                   

   Total other accrued expenses 139,795$               
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WOODLEY LEADERSHIP ACADEMY 
 
NOTES TO FINANCIAL STATEMENTS – Continued 
FOR THE YEAR ENDED JUNE 30, 2020 
 
 
NOTE 7 - OPERATING LEASES 
 
Lease Information

Maturity Approximate
Date Payment

Facility Lease - 
Related Party

June 2023
$7,200 

Monthly

Copier Lease June 2022 $360 Monthly

The approximate amount of lease obligations coming due through the lease terms is as follows:

2021 108,000$               
2022 148,320                 
2023 181,440                 

Other

Rent to increase in the event student enrollment 
increases as follows: for student enrollment 
between 200-249 students, the rent will be $8,640 
a month; for 250-299 students, the rent will be 
$12,000 a month; for 300-349 students, the rent will 
be $15,120 a month; for 350-399 students, the rent 
will be $18,0000 a month; for over 400 students, 
the rent will be $20,400 a month.

Monthly payment is for copy machine rental. 
Additional amounts are charged for maintenance, 
supplies, etc.

Total lease expense for the year ended June 30, 2020 amounted to approximately $90,720. 
 
 
 
NOTE 8 – INTERFUND TRANSFERS 
 
During the normal course of the school year the Academy transferred amounts between its funds as follows: 
 

General Special Revenue

Transfer In -$                        12,793$                 

Transfer Out 12,793                   -                          

 
The Academy subsidized its food service program with resources from the General Fund as shown in the above 
schedule. 
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WOODLEY LEADERSHIP ACADEMY 
 
NOTES TO FINANCIAL STATEMENTS – Continued 
FOR THE YEAR ENDED JUNE 30, 2020 
 
 
NOTE 9 - CONTINGENCIES 
 
Global efforts to contain the spread of COVID-19, often referred to as the Coronavirus, have significantly impacted many 
businesses, the economy and school.  As a precaution to slow the spread of the virus the 2019 – 2020 school year ended 
in person education early pursuant to the governor of Michigan’s executive order on March 13, 2020.  There were also 
resulting budget cuts to state aid that resulted in reduced state funding for the last payment of the year.  The Academy 
is economically dependent upon this state funding for normal and continued operations.  The reduced funding will be 
supplemented two for one with federal program funds during the 2020 – 2021 school year however the existence and 
continuation of federal resources beyond this coming fiscal year is not currently known.  While the situation continues 
to evolve, and the full impact is yet to be determined, it can be reasonably expected that state funding for schools will 
be affected due to the economic effects of COVID-19.  
 
 
 
NOTE 10 - RISK MANAGEMENT 
 
The Academy is exposed to various risks of loss related to property loss, torts, errors and omissions and employee 
injuries (worker’s compensation), as well as medical benefits provided to employees.  The Academy has purchased 
commercial insurance for all claims.  Settled claims relating to the commercial insurance have not exceeded the amount 
of insurance coverage since its inception. 
 
 
 
NOTE 11 – RELATED PARTY TRANSACTIONS 

 
The Academy leases a building under a five-year non-cancelable operating lease with Global School Properties Michigan, 
LLC, a subsidy of ACCEL.  Expenditures of approximately $86,400 were incurred and paid under the lease with this 
Organization during the year ended June 30, 2020. There were no amounts outstanding that were due to the 
Organization as of the year ended June 30, 2020. 
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WOODLEY LEADERSHIP ACADEMY 
 

REQUIRED SUPPLEMENTARY INFORMATION 
BUDGETARY COMPARISON SCHEDULE – GENERAL FUND 

FOR THE YEAR ENDED JUNE 30, 2020 
 
 

Original Final 
Budget Budget Actual Variance

Revenues
Local sources 21,668$           23,697$           2,529$             (21,168)$         
State sources 1,953,170       1,449,754       1,362,414       (87,340)           
Federal sources 110,314           205,079           124,411           (80,668)           
Interdistrict sources 2,000               -                    1,016               1,016               

Total general fund revenues 2,087,152       1,678,530       1,490,370       (188,160)         

Expenditures
Instruction  

Basic programs 637,792           438,552           421,475           (17,077)           
Added needs 272,023           392,424           175,685           (216,739)         

Support Services
Pupil support services 35,000             36,000             54,859             18,859             
Instructional staff support services 61,034             23,051             102,882           79,831             
General administration 370,300           285,076           267,498           (17,578)           
School administration 202,753           180,218           191,846           11,628             
Business support services 6,689               6,189               -                    (6,189)              
Operations and maintenance 324,708           347,779           344,476           (3,303)              
Pupil transportation services 132,596           86,492             99,129             12,637             
Central support services 42,721             23,981             25,204             1,223               

Capital outlay -                    -                    5,649               5,649               

Total general fund expenditures 2,085,616       1,819,762       1,688,703       (131,059)         

Excess (deficiency) of revenues over expenditures 1,536               (141,232)         (198,333)         (57,101)           

Other Financing Sources (Uses)
Operating transfers out -                    (14,092)           (12,793)           1,299               

Excess (deficiency) of revenues and other financing 
   sources over expenditures and other uses 1,536               (155,324)         (211,126)         (55,802)           

Fund balance - July 1, 2019 -                    -                    -                    -                    

Fund balance - June 30, 2020 1,536$             (155,324)$       (211,126)$       (55,802)$         
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WOODLEY LEADERSHIP ACADEMY 
 

SCHEDULE OF REVENUES – GENERAL FUND 
FOR THE YEAR ENDED JUNE 30, 2020 

 
 

Local Sources
Student activities 601$                       
Other local revenues 1,928                      

Total local sources 2,529                      

State Sources
At risk 96,619                   
Special education 32,911                   
State aid 1,232,884             

Total state sources 1,362,414             

Federal Sources
IDEA 16,943                   
Title I 96,731                   
Title II A 10,500                   
Title IV 237

Total federal sources 124,411                 

Interdistrict Sources 1,016                      

Total general fund revenues 1,490,370$           
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WOODLEY LEADERSHIP ACADEMY 
 

SCHEDULE OF EXPENDITURES – GENERAL FUND 
FOR THE YEAR ENDED JUNE 30, 2020 

 
 

Basic Programs
Purchased services 382,479$               
Other purchased services 2,105                      
Supplies and materials 36,891                   

Total basic programs 421,475                 

Added Needs
Purchased services 163,092                 
Supplies and materials 12,000                   
Other expenditures 593                         

Total added needs 175,685                 

Pupil Support Services
Psychological services 13,427                   
Speech pathology and audiology 19,652                   
Social work services 20,007                   
Other pupil services 1,773                      

Total pupil support services 54,859                   

Instructional Staff Support Services
Purchased services 102,666                 
Supplies and materials 166                         
Other expenditures 50                            

Total instructional staff support services 102,882                 

General Administration
Purchased services 265,934                 
Other expenditures 1,564                      

Total general administration 267,498                  
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WOODLEY LEADERSHIP ACADEMY 
 

SCHEDULE OF EXPENDITURES - GENERAL FUND - Continued 
FOR THE YEAR ENDED JUNE 30, 2020 

 
 

School Administration
Purchased services 153,214                 
Rentals 7,332                      
Other purchased services 18,028                   
Supplies and materials 11,730                   
Other expenditures 1,542                      

Total school administration 191,846                 

Operations and Maintenance
Purchased services 45,060                   
Repairs and maintenance 69,896                   
Rentals 86,400                   
Other purchased services 70,224                   
Supplies and materials 72,896                   

Total operations and maintenance 344,476                 

Pupil Transporation Services
Purchased services 99,129                   

Central Support Services
Purchased services 25,204                   

Capital Outlay 5,649                      

   Total general fund expenditures 1,688,703$           
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WOODLEY LEADERSHIP ACADEMY 
 

SCHEDULE OF FINDINGS AND RESPONSES 
FOR THE YEAR ENDED JUNE 30, 2020 

 
Reference  
  Number Findings 
___________________________ _____________________________________________________________________________________________________________________________________________________________________________________ 

 
 
2020-001 Finding Type – Noncompliance and Material Weakness. 
   

 Criteria – The State School Aid Act of 1979 Article 10 Section 388.1702 does not 
allow districts receiving funds under the act to operate under a deficit. 
 
Condition – As of June 30, 2020, the General Fund of the Academy had an 
overall deficit fund balance of $215,840. 
 
Cause / Effect – Revenues decreased due to the COVID-19 pandemic in addition 
to higher than anticipated expenditures during the year.  The Academy should 
contact the State and file a Deficit Elimination plan. 
 
Recommendation – In accordance with Public Act 621 the Academy should 
adopt a Deficit Elimination Plan. Additional cost cutting and revenue 
enhancement alternatives should be explored in order to ensure the Academy 
can eliminate the deficit.   
 
Auditee Response – The Academy agrees with the finding.  
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WOODLEY LEADERSHIP ACADEMY 
 

SCHEDULE OF FINDINGS AND RESPONSES - Continued 
FOR THE YEAR ENDED JUNE 30, 2020 

 
Reference  
  Number Findings 
___________________________ _____________________________________________________________________________________________________________________________________________________________________________________ 

 
 
2020-002 Finding Type – Noncompliance and Significant Deficiency 

 
Criteria – The Michigan Public School Accounting Manual, Section IV, indicates 
the adoption of a deficit budget is prohibited.   
 
Condition – The Academy approved a deficit budget for the 2019/2020 school 
year.  The final budget was adopted June 2020.   
 
Cause / Effect – The budget was approved for a deficit which is against state law 
for schools to report to the Michigan Department of Education.  
 
Recommendation – The Academy should fully review its revenue and 
expenditure projections for the upcoming school year and contact the state in 
order to file the necessary paperwork required (Deficit Elimination Plan). 
 
Auditee Response – The Academy agrees with the finding. 
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Members of the Board 
East Branch Preparatory Academy dba Wright Preparatory Academy 
1500 Superior Ave NE  
Canton, Ohio 44705 
 
 
We have reviewed the Independent Auditor’s Report of East Branch Preparatory Academy dba 
Wright Preparatory Academy, Stark County, prepared by James G. Zupka, CPA, Inc., for the 
audit period July 1, 2018 through June 30, 2019.  Based upon this review, we have accepted 
these reports in lieu of the audit required by Section 117.11, Revised Code.  The Auditor of State 
did not audit the accompanying financial statements and, accordingly, we are unable to express, 
and do not express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The East Branch Preparatory Academy dba Wright 
Preparatory Academy is responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
January 27, 2020  
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JAMES G. ZUPKA, C.P.A., INC. 
Certified Public Accountants 

5240 East 98th Street 

Garfield Hts., Ohio 44125 
_________________ 

 
Member American Institute of Certified Public Accountants           (216) 475 - 6136                            Ohio Society of Certified Public Accountants 

 

 

INDEPENDENT AUDITOR’S REPORT 

 

To the Members of the Board  The Honorable Keith Faber 

Auditor of State 

State of Ohio 

East Branch Preparatory Academy dba Wright 

Preparatory Academy 

 

Canton, Ohio  

 

Report on the Financial Statements 

 

We have audited the accompanying financial statements of the East Branch Preparatory 

Academy dba Wright Preparatory Academy, Stark County, Ohio, (the Academy) as of and for 

the year ended June 30, 2019, and the related notes to the financial statements, which collectively 

comprise the Academy’s basic financial statements as listed in the table of contents. 

 
Management’s Responsibility for the Financial Statements 
 

Management is responsible for the preparation and fair presentation of these financial statements 

in accordance with accounting principles generally accepted in the United States of America; this 

includes the design, implementation, and maintenance of internal control relevant to the 

preparation and fair presentation of financial statements that are free from material misstatement, 

whether due to fraud or error. 

 

Auditor’s Responsibility 

 

Our responsibility is to express an opinion on these financial statements based on our audit.  We 

conducted our audit in accordance with auditing standards generally accepted in the United 

States of America and the standards applicable to financial audits contained in Government 

Auditing Standards, issued by the Comptroller General of the United States.  Those standards 

require that we plan and perform the audit to obtain reasonable assurance about whether the 

financial statements are free from material misstatement. 

 

An audit involves performing procedures to obtain audit evidence about the amounts and 

disclosures in the financial statements.  The procedures selected depend on the auditor’s 

judgment, including the assessment of the risks of material misstatement of the financial 

statements, whether due to fraud or error.  In making those risk assessments, the auditor 

considers internal control relevant to the Academy’s preparation and fair presentation of the 

financial statements in order to design audit procedures that are appropriate in the circumstances, 

but not for the purpose of expressing an opinion on the effectiveness of the Academy’s internal 

control.  Accordingly, we express no such opinion.  An audit also includes evaluating the 

appropriateness of accounting policies used and the reasonableness of significant accounting 

estimates made by management, as well as evaluating the overall presentation of the financial 

statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 

basis for our audit opinion. 

 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, 

the financial position of the East Branch Preparatory Academy dba Wright Preparatory Academy 

as of June 30, 2019, and the changes in financial position and cash flows thereof for the year then 

ended in accordance with accounting principles generally accepted in the United States of 

America. 

 

Emphasis of Matter 

 

As described in Note 14 to the basic financial statements, the School is experiencing financial 

difficulties and has a deficit net position.  Management's plans in regard to this matter is also 

described in Note 15.  The basic financial statements do not include any adjustments that might 

result from the outcome of this uncertainty.  Our opinion is not modified with respect to this 

matter. 

 
Other Matters 
 
Required Supplementary Information 
 

Accounting principles generally accepted in the United States of America require that the 

Management’s Discussion and Analysis and Schedules of Net Pension and Postemployment 

Benefit Liabilities and Pension and Postemployment Benefit Contributions, as listed in the table 

of contents, be presented to supplement the basic financial statements.  Such information, 

although not a part of the basic financial statements, is required by the Governmental Accounting 

Standards Board, who considers it to be an essential part of financial reporting for placing the 

basic financial statements in an appropriate operational, economic, or historical context.  We 

have applied certain limited procedures to the required supplementary information in accordance 

with auditing standards generally accepted in the United States of America, which consisted of 

inquiries of management about the methods of preparing the information and comparing the 

information for consistency with management’s responses to our inquiries, the basic financial 

statements, and other knowledge we obtained during our audit of the basic financial statements.  

We do not express an opinion or provide any assurance on the information because the limited 

procedures do not provide us with sufficient evidence to express an opinion or provide any 

assurance. 
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Other Reporting Required by Government Auditing Standards 

 

In accordance with Government Auditing Standards, we have also issued our report dated 

December 6, 2019, on our consideration of the Academy’s internal control over financial 

reporting and on our tests of its compliance with certain provisions of laws, regulations, 

contracts, and grant agreements and other matters.  The purpose of that report is to describe the 

scope of our testing of internal control over financial reporting and compliance and the results of 

that testing, and not to provide an opinion on internal control over financial reporting or on 

compliance.  That report is an integral part of an audit performed in accordance with Government 

Auditing Standards in considering the Academy’s internal control over financial reporting and 

compliance. 

 

 
James G. Zupka, CPA, Inc. 

Certified Public Accountants 

 

December 6, 2019 

Attachment 26: Audited Financial Statements Page 5837



 

4 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

This page intentionally left blank. 
 

 

Attachment 26: Audited Financial Statements Page 5838



WRIGHT PREPARATORY ACADEMY - STARK COUNTY, OHIO 
 
MANAGEMENT’S DISCUSSION AND ANALYSIS  
FOR THE FISCAL YEAR ENDED JUNE 30, 2019 (UNAUDITED) 

5 

 
The discussion and analysis of the East Branch Preparatory Academy dba Wright Preparatory Academy 
(the Academy), financial performance provides an overall review of the Academy’s financial activities for 
the fiscal year ended June 30, 2019. The intent of this discussion and analysis is to look at the Academy’s 
financial performance as a whole; readers should also review the basic financial statements and notes to 
the basic financial statements to enhance their understanding of the Academy’s financial performance.  
 
The Management’s Discussion and Analysis (the MD&A) is an element of the new reporting model 
adopted by the Governmental Accounting Standards Board (GASB) in their Statement No. 34 Basic 
Financial Statements – and Management’s Discussion and Analysis – for State and Local Governments. 
Certain comparative information between the current fiscal year and the prior fiscal year is required to 
be presented in the MD&A.  
 

FINANCIAL HIGHLIGHTS 
 
Key Financial Highlights for the Academy for the 2018-2019 Academy year are as follows:  

• Total assets increased $96,141. 

• Deferred outflows decreased $110,400. 

• Total liabilities increased $213,394.   

• Total net position was $(176,805). 

• Total operating and non-operating revenues were $1,453,768. Total operating expenses were 
$1,825,940. 
 

USING THIS ANNUAL REPORT 
  
This report consists of three parts: the MD&A, the basic financial statements, and notes to those 
statements.  The basic financial statements include a Statement of Net Position, a Statement of 
Revenues, Expenses and Change in Net Position, and a Statement of Cash Flows.   
 
The Statement of Net Position and Statement of Revenues, Expenses, and Change in Net Position reflect 
how the Academy did financially during fiscal year 2019.  These statements include all assets and 
liabilities using the accrual basis of accounting similar to the accounting used by most private-sector 
companies. This basis of accounting includes all of the current year revenues and expenses regardless of 
when cash is received or paid.  
 
These statements report the Academy’s net position and changes in that position. This change in net 
position is important because it tells the reader whether the financial position of the Academy has 
improved or diminished. The causes of this change may be the result of many factors, some financial, 
some not. Non-financial factors include the Academy’s’ student enrollment, per-pupil funding as 
determined by the State of Ohio, change in technology, required educational programs and other 
factors. 
 
The Academy uses enterprise presentation for all of its activities. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS  
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Statement of Net Position - The Statement of Net Position answers the question of how the Academy 
did financially during 2019.  This statement includes all assets and liabilities, both financial and capital, 
and short-term and long-term using the accrual basis of accounting and economic resource focus, which 
is similar to the accounting used by most private-sector companies.  This basis of accounting takes into 
account all revenues and expenses during the year, regardless of when the cash is received or paid.   
 
Table 1 provides a summary of the Academy’s net position for fiscal years 2019 and 2018.   
 

Table 1 
Statement of Net Position 

    
 2019  2018 

Assets    

    
Current Assets $      115,316      $       59,900         
Non-Current Assets 78,838  9,000 
Capital Assets, Net 44,553  73,666 

Total Assets 238,707  142,566 

    
Deferred Outflows of Resources 1,396,870  1,507,270 

    
Liabilities    

    
Current Liabilities 288,789  122,947 
Long Term Liabilities 1,320,159  1,272,607 

Total Liabilities 1,608,948  1,395,554 

    
Deferred Inflows of Resources 203,434  58,915 

    
Net Position    

    
Net Investment in Capital Assets 44,553  73,666 
Unrestricted 221,358  121,701 

Total Net Position $    (176,805)    $    195,367   
  

 
   

 
Total assets increased $96,141, which represents a 67 percent increase from 2018.  This was primarily 
due to an increase in cash and cash equivalents from operations and an increase in net OPEB asset.   
Total liabilities decreased $213,394. The decrease in total liabilities is the result of a decrease in the net 
pension and accounts payable, net of a decrease in the net OPEB liability.  
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The Academy has adopted GASB Statement 68, “Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27,” and GASB Statement 75, “Accounting and Financial Reporting for 
Postemployment Benefits Other Than Pensions,” which significantly revises accounting for costs and 
liabilities related to other postemployment benefits (OPEB).  For reasons discussed below, many end 
users of this financial statement will gain a clearer understanding of the Academy’s actual financial 
condition by adding deferred inflows related to pension and OPEB, the net pension liability and the net 
OPEB asset/liability to the reported net position and subtracting deferred outflows related to pension 
and OPEB and Net OPEB asset. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OPEB asset/liability.  GASB 68 and 
GASB 75 take an earnings approach to pension and OPEB accounting; however, the nature of Ohio’s 
statewide pension/OPEB plans and state law governing those systems requires additional explanation in 
order to properly understand the information presented in these statements. 
 
GASB 68 and GASB 75 require the net pension liability and the net OPEB asset/liability to equal the 
Academy’s proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 
 
GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, 
benefits, and the promise of a future pension and other postemployment benefits.  GASB noted that the 
unfunded portion of this promise is a present obligation of the government, part of a bargained-for 
benefit to the employee, and should accordingly be reported by the government as a liability since they 
received the benefit of the exchange.  However, the Academy is not responsible for certain key factors 
affecting the balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension 
benefits with the employer.  Both employer and employee contribution rates are capped by State 
statute.  A change in these caps requires action of both Houses of the General Assembly and approval of 
the Governor.  Benefit provisions are also determined by State statute.  The Ohio revised Code permits, 
but does not require the retirement systems to provide healthcare to eligible benefit recipients.  The 
retirement systems may allocate a portion of the employer contributions to provide for these OPEB 
benefits. 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a 
specific, legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension/OPEB plan as against the public employer.  State law 
operates to mitigate/lessen the moral obligation of the public employer to the employee, because all 
parties enter the employment exchange with notice as to the law.  The retirement system is responsible 
for the administration of the pension and OPEB plans.  
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Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. 
sick and vacation leave), are satisfied through paid time-off or termination payments.  There is no 
repayment schedule for the net pension liability or the net OPEB asset/liability.  As explained above, 
changes in benefits, contribution rates, and return on investments affect the balance of these liabilities, 
but are outside the control of the local government.  In the event that contributions, investment 
returns, and other changes are insufficient to keep up with required payments, State statute does not 
assign/identify the responsible party for the unfunded portion.  Due to the unique nature of how the net 
pension liability and the net OPEB asset/liability are satisfied, these liabilities are separately identified 
within the long-term liability section of the statement of net position. 
 
In accordance with GASB 68 and GASB 75, the School’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate 
share of each plan’s change in net pension liability and net OPEB asset/liability, respectively, not 
accounted for as deferred inflows/outflows.  
 
Over time, net position can serve as a useful indicator of a governments financial position.  At June 30, 
2019, the Academy’s net position totaled ($176,805). 
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Statement of Revenues, Expenses and Change in Net Position - Table 2 shows the change in net 
position for fiscal years 2019 and 2018, as well as a listing of revenues and expenses.   This change in net 
position is important because it tells the reader that, for the Academy as a whole, the financial position 
of the Academy has improved or diminished. The cause of this may be the result of many factors, some 
financial, some not.  Non-financial factors include the current laws in Ohio restricting revenue growth, 
facility conditions, required educational programs and other factors.   
 

Table 2 
Change in Net Position  

   
  

 
 2019  2018  

Operating Revenue      
State Aid  $     1,203,551        $      968,034  
Intergovernmental Revenue  8,883  3,116  

      Total Operating Revenues  1,212,434  971,150  
      
Operating Expenses       
Purchased Services: Salaries and Benefits   665,862  562,575  
Pension/ OPEB Expense   321,073  (12,744)  
Facility Costs  178,445  190,838  
Professional Fees  408,590  387,981  
Legal Fees  14,917  15,043  
Sponsor Fees  35,313  28,387  
Materials and Supplies  73,416  80,419  
Student Support  94,443  75,829  
Miscellaneous  4,768  4,047  
Depreciation  29,113  29,113  

       Total Operating Expenses  1,825,940  1,361,488  

      
Non-Operating Revenues      
Federal Grants  241,334  188,969  
Debt Forgiveness - Management Company  -  518,935  

       Total Non-Operating Revenues  241,334  707,904  

      
Change in Net Position  (372,172)  317,566  
      

Net Position, Beginning of Year  
 

   195,367 
  

       (122,199)  

       
Net Position, End of Year  $      (176,805)       $     195,367  

 
 
State aid increased $235,517 due to the increase in student FTEs from 111 in 2018 to 135 in 2019. 
Related operating expenses also increased as a result. The Pension/OPEB expense also increased by 
$333,817. 
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BUDGET 
 
Unlike other public schools located in the State of Ohio, community schools are not required to follow 
budgetary provisions set forth in Ohio Rev. Code Chapter 5705 (with the exception section 5705.391 – 
Five Year Forecasts), unless specifically provided in the community school’s contract with its Sponsor. 
 
The contract between the Academy and its Sponsor does prescribe a budgetary process. The Academy 
must prepare and submit a detail budget for every fiscal year to the Board of Directors and its Sponsor.  
The five-year forecast is also submitted to the Ohio Department of Education, annually. 
 

CAPITAL ASSETS 
 
At fiscal year end, the Academy’s net capital asset balance was $44,554, net of accumulated 
depreciation of $82,316. For more information on capital assets, see Note 5 of the Basic Financial 
Statements. 
 

CURRENT FINANCIAL ISSUES 
 
The Academy is a community school and is funded through the State of Ohio Foundation Program.  The 
Academy relies on this, as well as, State and Federal funds as its primary source of revenue. In fiscal year 
2019, the State raised the base per pupil funding to $6,020, which is up from the $6,010 in the previous 
year.  The full-time equivalent enrollment of the Academy for the year ended June 30, 2019 was 136. 
 
Overall, the Academy will continue to provide learning opportunities and apply resources to best meet 
the needs of students. 

 
CONTACTING THE ACADEMY’S FINANCIAL MANAGEMENT 
 
This financial report is designed to provide our citizen’s, taxpayers, investors and creditors with a 
general overview of the Academy’s finances and to demonstrate accountability for the money it 
receives. If you have questions about this report or need additional information contact C. David Massa, 
CPA, of Massa Financial Solutions, LLC, 1500 Superior Avenue NE, Canton, Ohio 44705 or e-mail at 
dave@massasolutionsllc.com.  
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WRIGHT PREPARATORY ACADEMY  
STARK COUNTY, OHIO 

 

Statement of Net Position 
At June 30, 2019 

  
Assets  
Current Assets:  
Cash and Cash Equivalents $        55,328      
Intergovernmental Receivable 27,951 
Grants Receivable 32,037 

Total Current Assets 115,316 

  
Noncurrent Assets:  
Other Assets 9,000 
Net OPEB Asset 69,838 
Capital Assets:  
  Depreciable Capital Assets, net 44,553 

Total Noncurrent Assets 123,391 
  
Total Assets 238,707 

  
Deferred Outflows of Resources  
Pension 1,163,447 
OPEB 233,423 

Total Deferred Outflows of Resources 1,396,870 

  
Liabilities  
Current Liabilities:  
Accounts Payable 233,270 
Accrued Expenses 55,519 

Total Current Liabilities 288,789 

  
Long-Term Liabilities:  
Net Pension Liability 1,199,887 
Net OPEB Liability 120,272 

Total Long-Term Liabilities 1,320,159 

  

Total Liabilities 1,608,948 

  
Deferred Inflows of Resources  
Pension 84,381 
OPEB 119,053 

Total Deferred Inflows of Resources 203,434 

  
Net Position  
Investment in Capital Assets 44,553 
Unrestricted (221,358) 

Total Net Position $   (176,805)      

 
See accompanying notes to the basic financial statements 
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WRIGHT PREPARATORY ACADEMY  
STARK COUNTY, OHIO 

  
Statement of Revenues, 

Expenses and Change in Net Position 
For the Year Ending June 30, 2019 

  
  
Operating Revenues 

 

State Aid $    1,203,551      
Intergovernmental Revenue  8,883 

  
Total Operating Revenues 1,212,434 

  
Operating Expenses  
Purchased Services: Salaries and Benefits 665,862 
Pension/OPEB Expense 321,073 
Facility Costs 178,445 
Professional Fees 408,590 
Legal Fees 14,917 
Sponsor Fees 35,313 
Materials and Supplies 73,416 
Student Support 94,443 
Miscellaneous 4,768 
Depreciation 29,113 

Total Operating Expenses 1,825,940 

  
Operating (Loss) (613,506) 

  
Non-Operating Revenues  
Federal Grants 241,334 

Total Non-Operating Revenues 241,334 

  
Change in Net Position (372,172) 

  
Net Position, Beginning of Year 195,367 

  
Net Position, End of Year $    (176,805)       

  
 
 
 
 
See accompanying notes to the basic financial statements  
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WRIGHT PREPARATORY ACADEMY –  
STARK COUNTY, OHIO 

  
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2019 

  
  
  
  Cash Flows from Operating Activities  
Cash Received from State of Ohio $      1,200,210         
Cash Payments to Suppliers for Goods and Services (1,398,352) 

  
Net Cash Used for Operating Activities (198,142) 

  
Cash Flows from Non-Capital Financing Activities  
Cash Received from Federal Grants 214,315 

  
Net Cash Provided by Non-Capital Financing Activities 214,315 

   

Net increase in Cash and Cash Equivalents 16,173 
   

Cash and Cash Equivalents, Beginning of Year 39,155              

  

Cash and Cash Equivalents, End of Year $          55,328          

 
RECONCILIATION OF OPERATING LOSS TO NET   
CASH USED BY OPERATING ACTIVITIES  

 
Operating Loss $    (613,506) 
  
Depreciation 29,113 

  
Changes in Assets, Liabilities, and Deferred Inflows and Outflows:  
  (Increase)/ Decrease in Intergovernmental Receivable (12,224) 
  (Increase)/ Decrease in Net OPEB Asset (69,838) 
  Increase/ (Decrease) in Accounts Payable 120,448 
  Increase/ (Decrease) in Accrued Expenses 45,394 
  (Increase)/ Decrease in Deferred Outflows 110,400 
  Increase/ (Decrease) in Deferred Inflows 144,519 
  Increase/ (Decrease) in Net Pension/OPEB Liability 47,552 

    

Net Cash Used for Operating Activities $    (198,142)          

  

  
  
  

See accompanying notes to the basic financial statements. 
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NOTE 1 - DESCRIPTION OF THE ENTITY 
 
East Branch Preparatory Academy, Inc., DBA Wright Preparatory Academy, (the Academy) is a nonprofit 
corporation established pursuant to Ohio Revised Code Chapters 3314 and 1702.  The Academy’s 
mission is to improve the lives of its students by providing authentic learning experiences in a 
collaborative, nurturing environment that will build a foundation for student’s success in school, at 
future work and in life. The Academy operates on a foundation, which fosters character building for all 
students, parents and staff members.  The Academy, which is part of the State’s education program, is 
independent of any school district and is nonsectarian in its programs, admission policies, employment 
practices, and all other operations.  The Academy may acquire facilities as needed and contract for any 
services necessary for the operation of the Academy. 
 
The Academy contracted with Accel Schools Ohio, LLC, an Ohio limited liability company, (“Accel”) for 
most of its functions, and Accel is the entity with which the Academy Board interacts regarding day-to-
day operations (See Note 10).  
 
The Academy was approved for operation under a contract with St. Aloysius Orphanage, (the Sponsor) 
for a one-year period commencing on July 1, 2016, with automatic one-year renewals through June 30, 
2021. The Sponsor is responsible for evaluating the performance of the Academy and has the authority 
to deny renewal of the contract at its expiration or terminate the contract prior to its expiration.  

 
The Academy operates under the direction of a Board of Directors (the Board).  The Board is responsible 
for carrying out the provisions of the contract with the Sponsor which include, but are not limited to, 
state mandated provisions regarding student populations, curriculum, academic goals, performance 
standards, admissions standards, and qualifications of teachers.   
 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The basic financial statements of the Academy have been prepared in conformity with generally 
accepted accounting principles (GAAP) as applied to governmental nonprofit organizations.  The 
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for 
establishing governmental accounting and financial reporting principles.  The more significant of the 
Academy’s accounting policies are described below. 
 
Basis of Presentation - The Academy’s basic financial statements consist of a Statement of Net Position, 
a Statement of Revenue, Expenses and Change in Net Position, and a Statement of Cash Flows. 
Enterprise fund reporting focuses on the determination of the changes in net position, financial position 
and cash flows. 

 
The Government Accounting Standards Board identifies the presentation of all financial activity to be 
reported within one enterprise fund for year-ending reporting purposes.  Enterprise accounting is used 
to account for operations that are financed and operated in a manner similar to private business 
enterprise where the intent is that the cost (expense) of providing goods and services to the general 
public on a continuing basis be financed or recovered primarily through user charges. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Measurement Focus and Basis of Accounting - Enterprise accounting uses a flow of economic resources 
measurement focus. With this measurement focus, all assets and deferred outflows of resources and all 
liabilities and deferred inflows of resources are included on the statement of net position. Operating 
statements present increases (i.e., revenues) and decreases (i.e., expenses) in net total assets. 

 
Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported 
in the financial statements.  Basis of accounting is used for reporting purposes.  Revenues are 
recognized when they are earned, and expenses are recognized when they are incurred.  

 
Budgetary Process – Community schools are statutorily required to adopt a budget by Ohio Revised 
Code 3314.032(C).  However, unlike traditional public schools located in the State of Ohio, community 
schools are not required to follow the specific budgetary process and limits set forth in the Ohio Revised 
Code Chapter 5705, unless specifically provided in the contract between the School and its Sponsor.  The 
contract between the School and its Sponsor does not require the School to follow the provisions Ohio 
Revised Code Chapter 5705; therefore, no budgetary information is presented in the basic financial 
statements. 

       
Cash and Cash Equivalents - Cash received by the Academy is reflected as “Cash and Cash Equivalents” 
on the Statement of Net Position.  The Academy did not have any investments during the period ended 
June 30, 2019. 

      
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported 
in the financial statements and accompanying notes.  Actual results may differ from these estimates. 

 
Capital Assets and Depreciation - Capital assets are capitalized at cost.  Donated capital assets are 
recorded at their acquisition values as of the date received.  The costs of additions are capitalized and 
expenditures for repairs and maintenance are expensed when incurred.  When property is sold or 
retired, the related costs and accumulated depreciation are removed from the financial records and any 
gain or loss is included in additions to or deductions from net position. Capital assets were $73,666, as of 
June 30, 2019, net of accumulated depreciation. Depreciation of capital assets is calculated utilizing the 
straight-line method over the estimated useful lives of the assets which are as follows: 
 

Asset Class     Useful Life 
Computers & Technology Assets  3 years 

 Furniture, Fixtures, & Equipment         5 years      
 
 
The Academy’s policy for asset capitalization threshold is $5,000. Assets or certain asset groups not 
meeting the capitalization threshold are not capitalized and are not included in the assets represented 
in the accompanying statement of net position. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

Intergovernmental Revenues - The Academy currently participates in the State Foundation Program. 
Revenues received from this program are recognized as operating revenues in the accounting period in 
which all eligibility requirements have been met. 

 
Grants and entitlements are recognized as non-operating revenues in the accounting period in which 
eligibility requirements have been met. 
 
Eligibility requirements include timing requirements, which specify the year when the resources are 
required to be used or the fiscal year when use is first permitted, matching requirements, in which the 
Academy must provide local resources to be used for a specified purpose, and expenditure 
requirements, in which the resources are provided to the Academy on a reimbursement basis. 

 
The Academy also participates in various federal programs passed through the Ohio Department of 
Education. Under the above programs the Academy recorded $1,203,551 this fiscal year from the State 
Foundation Program and $241,334 from Federal Grants.    

 
Compensated Absences - Vacation is taken in a manner which corresponds with the school calendar; 
therefore, the Academy does not accrue vacation time as a liability. 

 
Sick/personal leave benefits are earned by full-time employees at the rate of eight days per year and 
cannot be carried into the subsequent years.  No accrual for sick time is made since unused time is not 
paid to employees upon employment termination. 

 
Accrued Liabilities and Long-term Obligations - Obligations incurred but unpaid at June 30 are reported 
as accrued liabilities in the accompanying financial statements.  These liabilities consisted of accounts 
payable of $233,270 and accrued expenses of $55,519 at June 30, 2019.  All payables, accrued liabilities 
and long-term obligations are reported in the government-wide financial statements.  Net 
pension/OPEB liability should be recognized in the governmental funds to the extent that benefit 
payments are due and payable and the pension/OPEB plan’s fiduciary net position is not sufficient for 
payment of those benefits. 
 
Exchange and Non-Exchange Transactions - Revenue resulting from exchange transactions, in which 
each party gives and receives essentially equal value, is recorded on the accrual basis when the 
exchange takes place. Non-exchange transactions, in which the Academy receives value without directly 
giving equal value in return, include grants, entitlements and donations.  Revenue from grants, 
entitlements and donations is recognized in the fiscal year in which all eligibility requirements have been 
satisfied.  Eligibility requirements include timing requirements, which specify the year when the 
resources are required to be used or the fiscal year when use is first permitted, matching requirements, 
in which the Academy must provide local resources to be used for a specified purpose, and expenditures 
requirements, in which the resources are provided to the Academy on a reimbursement basis. 
 
Net Position - Net position represent the difference between assets and liabilities.    Net position is 
reported as restricted when there are limitations imposed on their use through external restriction 
imposed by creditors, grantors, or laws and regulations of other governments.  The Academy applies 
restricted resources when an expense is incurred for purposes for which both restricted and 
unrestricted net position are available. Net position invested in capital assets consist of capital assets,  
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Net Position (continued) 
 
net of accumulated depreciation, reduced by the outstanding balances of any borrowings used for the 
acquisition, construction, or improvement of those assets. 

 
Operating Revenues and Expenses - Operating revenues are those revenues that are generated directly 
from the primary activities of the Academy.  For the Academy, these revenues are primarily the State 
Foundation program.  Operating expenses are necessary costs incurred to provide the good or service 
that is the primary activity of the Academy.  All revenues and expenses not meeting this definition are 
reported as non-operating.  There were no non-operating expenses reported at June 30, 2019. 
 
Pensions and Other Postemployment Benefit (OPEB) - For purposes of measuring the net pension/OPEB 
liability, net OPEB asset, deferred outflows of resources and deferred inflows of resources related to 
pensions/OPEB, and pension/OPEB expense, information about the fiduciary net position of the 
pension/OPEB plans and additions to/deductions from their fiduciary net position have been 
determined on the same basis as they are reported by the pension/OPEB plan.  For this purpose, benefit 
payments (including refunds of employee contributions) are recognized when due and payable in 
accordance with the benefit terms.  The pension/OPEB plans report investments at fair value. 
 
Deferred Outflows/Inflows of Resources - In addition to assets, the statements of financial position will 
sometimes report a separate section for deferred outflows of resources. Deferred outflows of resources 
represent a consumption of net position that applies to a future period and will not be recognized as an 
outflow of resources (expense/expenditure) until then. For the Academy, deferred outflows of resources 
are reported on the statement of net position for pension and OPEB. The deferred outflows of resources 
related to pension and OPEB are explained in Notes 7 and 8. 

 
In addition to liabilities, the statements of financial position report a separate section for deferred 
inflows of resources. Deferred inflows of resources represent an acquisition of net position that applies 
to a future period and will not be recognized until that time. For the Academy, deferred inflows of 
resources include pension and OPEB. These amounts are deferred and recognized as an inflow of 
resources in the period the amounts become available.  Deferred inflows of resources related to pension 
and OPEB plans are reported on the statement of net position. 
 
Implementation of New Accounting Principles – For the fiscal year ended June 30, 2019, the School has 
implemented Governmental Accounting Standards Board (GASB) Statement No. 83, Certain Asset 
Retirement Obligations and GASB No. 88, Certain Disclosures Related to Debt, including Direct 
Borrowings and Direct Placements. 
 
GASB Statement No. 83 establishes criteria for determining timing and pattern of recognition of a 
liability and a corresponding deferred outflow of resources for asset retirement obligations. The 
implementation of GASB Statement No. 83 did not have an effect on the financial statements of the 
School.  
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Implementation of New Accounting Principles (continued) 
 
GASB Statement No. 88 establishes additional financial statement note disclosure requirements related 
to debt obligations of governments, including direct borrowings and direct placements. These changes 
were incorporated in the School’s fiscal year 2019 financial statements; however, there was no effect on 
beginning net position.  

 
NOTE 3 - CASH AND CASH EQUIVALENTS 
 
The following information classifies deposits by category of risk as defined in GASB Statement No.3 
“Deposits with Financial Institutions, Investments (including Repurchase Agreements) and Reverse 
Repurchase Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk 
Disclosures”. 

 
The Academy maintains its cash balances at one financial institution, PNC Bank, located in Ohio. The 
balances are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying 
account.  At June 30, 2019, the book amount of the Academy’s deposits was $55,328 and the bank 
balance was $65,005.  

  
The Academy had no deposit policy for custodial risk beyond the requirement of state statute.  Ohio law 
requires that deposits either be insured or be protected by eligible securities pledged to and deposited 
either with the Academy or a qualified trustee by the financial institution as security for repayment or by 
a collateral pool of eligible securities deposited with a qualified trustee to secure repayment of all public 
monies deposited in the financial institution whose market value shall be at least 105% of deposits being 
secured. At June 30, 2019, none of the bank balance was exposed to custodial credit risk. 

 
NOTE 4 - RECEIVABLES 

 
Intergovernmental Receivable - The Academy has intergovernmental receivables totaling $27,951 at 
June 30, 2019. These receivables represented monies due to the Academy from government sources, 
but not received as of June 30, 2019. 

 
Grants Receivable - The Academy had grant receivable balances of federal grant monies totaling 
$32,037 at June 30, 2019.   

 
 
 
 
 
 
 
 
 
 

Attachment 26: Audited Financial Statements Page 5853



WRIGHT PREPARATORY ACADEMY - STARK COUNTY, OHIO 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS  
FOR THE FISCAL YEAR ENDED JUNE 30, 2019 

 

20 

NOTE 5 - CAPITAL ASSETS  
 

For the period ending June 30, 2019, the Academy’s capital assets consisted of the following: 
 

          

  

Balance    
06/30/18  Additions  Deletions  

Balance  
06/30/19  

Capital Assets:          
  Furniture, Fixtures, & Equipment  $    98,826          $              -            $          -   $    98,826          
  Computers  28,043  -  -  28,043  

Total Capital Assets  126,869  -              -   126,869  
          
Less Accumulated Depreciation:          
  Furniture, Fixtures, & Equipment  (36,849)  (19,765)  -  (56,614)  

  Computers  (16,354)  (9,348)  -  (25,702)  

Total Accumulated Depreciation  (53,203)   (29,113)               -    (82,316)  

Capital Assets, Net   $    73,666   $ (29,113)           $          -     $    44,553  
 

NOTE 6 - RISK MANAGEMENT 
 

Property & Liability - The Academy is exposed to various risks of loss related to torts; theft of, damage 
to, and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  During 
the fiscal year ending June 30, 2019, the Academy contracted with The Cincinnati Insurance Company 
for nonprofits and maintained general liability insurance with a $1,000,000 single occurrence limit and 
$2,000,000 annual aggregate and a combined policy aggregate coverage for various liability coverage in 
the amount of $10,000,000.  There were no settlements in excess of the insurance coverages over the 
past two years. 
 

NOTE 7 - DEFINED BENEFIT PENSIONS PLANS 
  

The Academy has contracted with Accel Schools Ohio, LLC to provide all teaching and administrative 
personnel.  Such personnel are employees of Accel Schools Ohio, LLC; however, the Academy is 
responsible for monitoring and ensuring that Accel Schools Ohio, LLC makes pension contributions on its 
behalf.  The retirement systems consider Accel Schools Ohio as the “Employer of Record”, however the 
Academy is ultimately responsible for remitting contributions to each of the systems noted below. 
 
Net Pension Liability - The net pension liability reported on the statement of net position represents a 
liability to employees for pensions. Pensions are a component of exchange transactions-–between an 
employer and its employees—of salaries and benefits for employee services.  Pensions are provided to 
an employee—on a deferred-payment basis—as part of the total compensation package offered by an 
employer for employee services each financial period.  The obligation to sacrifice resources for pensions 
is a present obligation because it was created as a result of employment exchanges that already have 
occurred. 
 
The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each  
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (CONTINUED) 
 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   

 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which pensions are financed; however, the 
Academy does receive the benefit of employees’ services in exchange for compensation including 
pension.   
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded 
liabilities within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must 
propose corrective action to the State legislature.  Any resulting legislative change to benefits or funding 
could significantly affect the net pension liability.   Resulting adjustments to the net pension liability 
would be effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension 
liability on the accrual basis of accounting.  Any liability for the contractually-required pension 
contribution outstanding at the end of the year is included in accrued expenses on the accrual basis of 
accounting. 
 
School Employees Retirement System (SERS) 
 
Plan Description – The Academy’s non-teaching employees participate in SERS, a cost-sharing multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability and 
survivor benefits, annual cost-of-living adjustments, and death benefits to plan members and 
beneficiaries.  Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 
3309.  SERS issues a publicly available, stand-alone financial report that includes financial statements, 
required supplementary information and detailed information about SERS’ fiduciary net position.  That 
report can be obtained by visiting the SERS website at www.ohsers.org under Employers/Audit 
Resources.  
 
Age and service requirements for retirement are as follows: 

 

  Eligible to Retire before  Eligible to Retire on or after 

  August 1, 2017*  August 1, 2017 

Full Benefits  Any age with 30 years of service credit  Age 67 with 10 years of service credit; or 

    Age 57 with 30 years of service credit 
Actuarially Reduced  Age 60 with 5 years of service credit  Age 62 with 10 years of service credit; or 
Benefits  Age 55 with 25 years of service credit  Age 60 with 25 years of service credit 

     
*Members with 25 years of service credit as of August 1, 2017, will be included in this plan. 
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
School Employees Retirement System (SERS) (continued) 
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first thirty years of service and 2.5 percent for years 
of service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
One year after an effective benefit date, a benefit recipient is entitled to a 2.5 percent cost-of-living 
adjustment (COLA).  This same COLA is added each year to the base benefit amount on the anniversary 
date of the benefit. 

 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the Academy is required to contribute 14 percent of annual covered payroll.  The contribution 
requirements of plan members and employers are established and may be amended by the SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent 
for employers.  The Retirement Board, acting with the advice of the actuary, allocates the employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare 
B Fund, and Health Care Fund).  For the fiscal year ended June 30, 2019, the allocation to pension, death 
benefits, and Medicare B was 13.5 percent.  The remaining 0.5 percent of the employer contribution 
rate was allocated to the Health Care Fund. 
 
The Academy’s contractually required contribution to SERS was $10,257 for fiscal year 2019. 

 
State Teachers Retirement System (STRS) 
 
Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org. 

 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 
3307.  The DB plan offers an annual retirement allowance based on final average salary multiplied by a 
percentage that varies based on years of service.  Effective August 1, 2015, the calculation will be 2.2 
percent of final average salary for the five highest years of earnings multiplied by all years of service. 
Effective July 1, 2017 the cost-of-living adjustment was reduced to zero.  Members are eligible to retire 
at age 60 with five years of qualifying service credit, or age 55 with 26 years of service, or 31 years of 
service regardless of age.  Eligibility changes will be phased in until August 1, 2026, when retirement 
eligibility for unreduced benefits will be five years of service credit and age 65, or 35 years of service 
credit and at least age 60.  
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
State Teachers Retirement System (STRS) 
 
The DC Plan allows members to place all their member contributions and 9.53 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.47 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and 
termination of employment.  The member may elect to receive a lifetime monthly annuity or a lump 
sum withdrawal.   

 
The Combined Plan offers features of both the DB Plan and the DC Plan.  In the Combined Plan, 12 
percent of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to 
the DB Plan.  Member contributions to the DC Plan are allocated among investment choices by the 
member, and contributions are to the DB Plan from the employer and the member are used to fund the 
defined benefit payment at a reduced level from the regular DB Plan.  The defined benefit portion of the 
Combined Plan payment is payable to a member on or after age 60 with five years of service.  The 
defined contribution portion of the account may be taken as a lump sum payment or converted to a 
lifetime monthly annuity after termination of employment at age 50 or later. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or 
transfer to another STRS plan.  The optional annuitization of a member’s defined contribution account 
or the defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in 
STRS bearing the risk of investment gain or loss on the account.  STRS has therefore included all three 
plan options in GASB 68 schedules of employer allocation and pension amounts by employer.   
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit that apply for disability benefits.  Members in the DC Plan who 
become disabled are entitled only to their account balance.  If a member of the DC Plan dies before 
retirement benefits begin, the member’s designated beneficiary is entitled to receive the member’s 
account balance.  
 
 Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2019, plan members were required to contribute 14 percent of their annual covered salary. The 
Academy was required to contribute 14 percent; the entire 14 percent was the portion used to fund 
pension obligations.  The fiscal year 2019 contribution rates were equal to the statutory maximum rates. 

 
The Academy’s contractually required contribution to STRS was $76,328 for fiscal year 2019.   
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
State Teachers Retirement System (STRS) (Continued) 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions  
 
The net pension liability was measured as of June 30, 2018, and the total pension liability used to 
calculate the net pension liability was determined by an independent actuarial valuation as of that date. 
The Academy’s employer allocation percentage of the net pension liability was based on the employer's 
share of employer contributions in the pension plan relative to the total employer contributions of all 
participating employers. Following is information related to the proportionate share and pension 
expense: 
 

SERS STRS Total

Proportion of the Net Pension Liability

  Prior Measurement Date 0.00467290% 0.00316684%

Proportion of the Net Pension Liability

  Current Measurement Date 0.00426500% 0.00434616%

Change in Proportionate Share -0.00040790% 0.00117932%

Proportionate Share of the Net Pension

  Liability 244,264$           955,623$            1,199,887$        

Pension Expense 85,790$              318,164$            403,954$             
 
 
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due 
to the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, changes in assumptions and changes in the Academy’s proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods. The difference between projected and actual investment 
earnings is recognized in pension expense using a straight-line method over a five-year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight-line method. 
Employer contributions to the pension plan subsequent to the measurement date are also required to 
be reported as a deferred outflow of resources. 
 
At June 30, 2019, the Academy reported deferred outflows of resources and no deferred inflows of 
resources related to pensions from the following sources:  
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
State Teachers Retirement System (STRS) (continued) 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions (Continued) 
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 13,397$              22,060$              35,457$              

Changes of assumptions 5,516                  169,355              174,871              

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 133,360              733,174              866,534              

Academy contributions subsequent to the 

  measurement date 10,257                76,328                86,585                

Total Deferred Outflows of Resources 162,530$           1,000,917$        1,163,447$        

Deferred Inflows of Resources

Differences between expected and

  actual experience -$                    6,241$                6,241$                

Net difference between projected and

  actual earnings on pension plan investments 6,770                  57,948                64,718                

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 13,422                -                       13,422                

Total Deferred Inflows of Resources 20,192$              64,189$              84,381$              
 

 
$86,585 reported as deferred outflows of resources related to pension resulting from Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the year ending June 30, 2020.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to pension will be recognized in pension expense as follows:  
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS (continued) 
 

SERS STRS Total

Fiscal Year Ending June 30:

2020 84,922$            310,173$           395,095$          

2021 57,251               283,320             340,571            

2022 (8,018)               235,393             227,375            

2023 (2,074)               31,514               29,440               

Total 132,081$          860,400$           992,481$          
 

 
Actuarial Assumptions – SERS - SERS’ total pension liability was determined by their actuaries in 
accordance with GASB Statement No. 67, as part of their annual actuarial valuation for each defined 
benefit retirement plan.  Actuarial valuations of an ongoing plan involve estimates of the value of 
reported amounts (e.g., salaries, credited service) and assumptions about the probability of occurrence 
of events far into the future (e.g., mortality, disabilities, retirements, employment termination).  
Actuarially determined amounts are subject to continual review and potential modifications, as actual 
results are compared with past expectations and new estimates are made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point.  The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.   

 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant.  In many cases actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 

 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2018, are presented below: 
 
 

Wage Inflation 3.00 percent 
Future Salary Increases, including 
inflation 3.50 percent to 18.20 percent 

COLA or Ad Hoc COLA 2.5 percent 

Investment Rate of Return 
7.50 percent net of investment expense, including 
inflation 

Actuarial Cost Method Entry Age Normal  
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – SERS (continued) 
 
The mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational 
projection and Scale BB, 120% of male rates and 110% of female rates is used to evaluate allowances to 
be paid. The RP-2000 Disabled Mortality Table with 90% for male rates and 100% for female rates set 
back five years is used for the period after disability retirement.  
 
The most recent experience study was completed June 30, 2015.   
 
The long-term return expectation for the Pension Plan Investments has been determined using a 
building-block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating an arithmetic weighted averaged of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the expected return from rebalancing uncorrelated asset classes. The target allocation and best 
estimates of arithmetic real rates of return for each major asset class are summarized in the following 
table: 

               

   Target  Long Term Expected 
Asset Class  Allocation  Real Rate of Return 

Cash  1.00  %   0.50  % 

US Stocks  22.50     4.75    

Non-US Stocks  22.50     7.00    

Fixed Income  19.00     1.50    

Private Equity  10.00     8.00    

Real Assets  15.00     5.00    

Multi-Asset Strategies  10.00     3.00    

          

    100.00  %         

 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute. Projected inflows from investment earning were calculated using the long-term assumed 
investment rate of return (7.50 percent). Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long term expected rate of return on pension plan investment was applied to all periods of 
projected benefits to determine the total net pension liability. 
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – STRS (continued) 
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the 
Discount Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the 
potential impact the following table presents the net pension liability calculated using the discount rate 
of 7.50 percent, as well as what each plan’s net pension liability would be if it were calculated using a 
discount rate that is one percentage point lower (6.50 percent), or one percentage point higher (8.50 
percent) than the current rate.    

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

Academy's proportionate share

  of the net pension liability 344,065$          244,264$           160,588$           
 
Actuarial Assumptions – STRS - Key methods and assumptions used in the latest actuarial valuation, 
reflecting experience study results used in the July 1,2018, actuarial valuation: 
 

                     
Post-retirement mortality rates for healthy retirees are based on the RP-2014 Annuitant Mortality Table 
with 50% of rates through age 69, 70% of rates between ages 70 and 79, 90% of rates between ages 80 
and 84, and 100% of rates thereafter, projected forward generationally using mortality improvement 
scale MP-2016.  Post-retirement disabled mortality rates are based on the RP-2014 Disabled Mortality 
Table with 90% of rates for males and 100% of rates for females, projected forward generationally using 
mortality improvement scale MP-2016.  Pre-retirement mortality rates are based on RP-2014 Employee 
Mortality Table, projected forward generationally using mortality improvement scale MP-2016. 
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – STRS (continued) 
 
STRS Ohio’s investment consultant develops an estimate range for the investment return assumption 
based on the target allocation adopted by the Retirement Board. The target allocation and long-term 
expected rate of return for each major asset class are summarized as follows  

              
   Target  Long Term Expected 
Asset Class  Allocation  Real Rate of Return* 

Domestic Equity  28.00  %   7.35  % 
International Equity  23.00     7.55    
Alternatives  17.00     7.09    
Fixed Income  21.00     3.00    
Real Estate  10.00     6.00    
Liquidity Reserves  1.00     2.25    

          

Total   100.00  %       
 
 
* 10-Year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25% and does not include investment expenses. Over a 30-year period, STRS Ohio’s investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management.  
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2018. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate 
increases described above. For this purpose, only employer contributions that are intended to fund 
benefits of current plan members and their beneficiaries are included. Based on those assumptions, 
STRS’ fiduciary net position was projected to be available to make all projected future benefit payments 
to current plan members as of June 30, 2018.  Therefore, the long-term expected rate of return on 
pension plan investments of 7.45 percent was applied to all periods of projected benefit payment to 
determine the total pension liability as of June 30, 2018. 
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the 
Discount Rate The following table presents the Academy's proportionate share of the net pension 
liability calculated using the current period discount rate assumption of 7.45 percent, as well as what 
the Academy's proportionate share of the net pension liability would be if it were calculated using a 
discount rate that is one-percentage-point lower (6.45 percent) or one-percentage-point higher (8.45 
percent) than the current rate: 
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued) 
 
Actuarial Assumptions – STRS (continued) 

 

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share

  of the net pension liability 1,395,562$        955,623$            583,275$             
 
 

NOTE 8 – DEFINED BENEFIT OPEB PLANS 
 
Net OPEB Liability/Asset - The net OPEB liability and net OPEB asset reported on the statement of net 
position represents a liability or asset to employees for OPEB. OPEB is a component of exchange 
transactions-–between an employer and its employees—of salaries and benefits for employee services.  
OPEB are provided to an employee—on a deferred-payment basis—as part of the total compensation 
package offered by an employer for employee services each financial period.  The obligation to sacrifice 
resources for OPEB is a present obligation because it was created as a result of employment exchanges 
that already have occurred. 
 
The net OPEB liability and net OPEB asset represents the Academy’s proportionate share of each OPEB 
plan’s collective actuarial present value of projected benefit payments attributable to past periods of 
service, net of each OPEB plan’s fiduciary net position.  The net OPEB liability and net OPEB asset 
calculations are dependent on critical long-term variables, including estimated average life expectancies, 
earnings on investments, cost of living adjustments and others.  While these estimates use the best 
information available, unknowable future events require adjusting these estimates annually.   

 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which OPEB are financed; however, the 
Academy does receive the benefit of employees’ services in exchange for compensation including OPEB.  
 
GASB 75 assumes the liability is solely the obligation of the employer, because they benefit from 
employee services.  OPEB contributions come from these employers and health care plan enrollees 
which pay a portion of the health care costs in the form of a monthly premium.  The Ohio revised Code 
permits, but does not require the retirement systems to provide healthcare to eligible benefit recipients. 
Any change to benefits or funding could significantly affect the net OPEB liability and net OPEB asset. 
Resulting adjustments to the net OPEB liability and net OPEB asset would be effective when the changes 
are legally enforceable. The retirement systems may allocate a portion of the employer contributions to 
provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB liability 
on the accrual basis of accounting.  Any liability for the contractually-required OPEB contribution 
outstanding at the end of the year is included in accrued expense on accrual basis of accounting.   
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NOTE 8 – DEFINED BENEFIT OPEB PLANS (continued) 
 
School Employees Retirement System (SERS) 
 
Health Care Plan Description - The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered 
a cost-sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the death of a member or retiree, are eligible for SERS’ health care coverage. Most retirees and 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self-insured preferred 
provider organization for its non-Medicare retiree population. For both groups, SERS offers a self-
insured prescription drug program. Health care is a benefit that is permitted, not mandated, by statute.  
The financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which 
can be obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with 
Internal Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or 
discontinue any health plan or program. Active employee members do not contribute to the Health Care 
Plan.  The SERS Retirement Board established the rules for the premiums paid by the retirees for health 
care coverage for themselves and their dependents or for their surviving beneficiaries.  Premiums vary 
depending on the plan selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required pensions and benefits, the 
Retirement Board may allocate the remainder of the employer contribution of 14 percent of covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2019, .5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro-rated if 
less than a full year of service credit was earned. For fiscal year 2019, this amount was $21,600. Statutes 
provide that no employer shall pay a health care surcharge greater than 2 percent of that employer’s 
SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the total statewide 
SERS-covered payroll for the health care surcharge.  For fiscal year 2019, the Academy’s surcharge 
obligation was $1,475.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The Academy’s contractually required contribution to SERS 
was $1,855 for fiscal year 2019.    
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NOTE 8 – DEFINED BENEFIT OPEB PLANS (continued) 
 
State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing 
Health Plan administered for eligible retirees who participated in the defined benefit or combined 
pension plans offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include 
hospitalization, physicians’ fees, prescription drugs and partial reimbursement of monthly Medicare Part 
B premiums.  Medicare Part B premium reimbursements will be discontinued effective January 1, 2020.  
The Plan is included in the report of STRS which can be obtained by visiting www.strsoh.org or by calling 
(888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be 
absorbed by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all 
health care plan enrollees, for the most recent year, pay a portion of the health care costs in the form of 
a monthly premium.  Under Ohio law, funding for post-employment health care may be deducted from 
employer contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 
2019, STRS did not allocate any employer contributions to post-employment health care.   
 
OPEB Liabilities, OPEB Assets, OPEB Expense, and Deferred Outflows of Resources and Deferred 
Inflows of Resources Related to OPEB - The net OPEB liability was measured as of June 30, 2018, and 
the total OPEB liability used to calculate the net OPEB liability was determined by an actuarial valuation 
as of that date. The Academy's proportion of the net OPEB liability was based on the Academy's share of 
contributions to the respective retirement systems relative to the contributions of all participating 
entities.  Following is information related to the proportionate share and OPEB expense: 
 

SERS STRS Total

Proportion of the Net OPEB Liability

  Prior Measurement Date 0.00438060% 0.00316684%

Proportion of the Net OPEB Liability/asset

  Current Measurement Date 0.00433530% 0.00434616%

Change in Proportionate Share -0.00004530% 0.00117932%

Proportionate Share of the Net OPEB

  Liability/(asset) 120,272$          (69,838)$           50,434$            

OPEB Expense 37,401$            (120,282)$        (82,881)$            
 
At June 30, 2019, the Academy reported deferred outflows of resources and deferred inflows of 
resources related to OPEB from the following sources:  
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NOTE 8 – DEFINED BENEFIT OPEB PLANS (continued) 
 
OPEB Liabilities, OPEB Assets, OPEB Expense, and Deferred Outflows of Resources and Deferred 
Inflows of Resources Related to OPEB (continued) 
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 1,963$               8,158$               10,121$            

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 58,447               163,000            221,447            

Academy contributions subsequent to the 

  measurement date 1,855                 -                     1,855                 

Total Deferred Outflows of Resources 62,265$            171,158$          233,423$          

Deferred Inflows of Resources

Differences between expected and

  actual experience -$                   4,069$               4,069$               

Changes of assumptions 10,806               95,159               105,965            

Net difference between projected and

  actual earnings on OPEB plan investments 180                     7,978                 8,158                 

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 861                     -                     861                     

Total Deferred Inflows of Resources 11,847$            107,206$          119,053$          
 

 
$1,855 reported as deferred outflows of resources related to OPEB resulting from Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net OPEB 
liability and net OPEB asset in the year ending June 30, 2020.  Other amounts reported as deferred 
outflows of resources and deferred inflows of resources related to OPEB will be recognized in OPEB 
expense as follows:  
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NOTE 8 – DEFINED BENEFIT OPEB PLANS (continued) 
 
OPEB Liabilities, OPEB Assets, OPEB Expense, and Deferred Outflows of Resources and Deferred 
Inflows of Resources Related to OPEB (continued) 
 

SERS STRS Total

Fiscal Year Ending June 30:

2020 28,651$                   13,464$                   42,115$                   

2021 21,641                     13,464                      35,105                     

2022 (556)                          13,464                      12,908                     

2023 (703)                          15,278                      14,575                     

2024 (333)                          15,916                      15,583                     

Thereafter (137)                          (7,634)                      (7,771)                      

Total 48,563$                   63,952$                   112,515$                 
 

 
Actuarial Assumptions - SERS 
 
The total OPEB liability is determined by SERS’ actuaries in accordance with GASB Statement No. 74, as 
part of their annual actuarial valuation for each retirement plan. Actuarial valuations of an ongoing plan 
involve estimates of the value of reported amounts (e.g., salaries, credited service) and assumptions 
about the probability of occurrence of events far into the future (e.g., mortality, disabilities, retirements, 
employment terminations). Actuarially determined amounts are subject to continual review and 
potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point. The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
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NOTE 8 – DEFINED BENEFIT OPEB PLANS (continued) 
 
Actuarial Assumptions – SERS (continued) 
 
Key methods and assumptions used in calculating the total OPEB liability in the latest actuarial valuation 
date of June 30, 2018, are presented below: 
 

 
 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The most recent experience study was completed for the five year period ended June 30, 2015.   
 
The long-term expected rate of return on plan assets is reviewed as part of the actuarial five-year 
experience study. The most recent study covers fiscal years 2010 through 2015, and was adopted by the 
Board on April 21, 2016. Several factors are considered in evaluating the long-term rate of return 
assumption including long-term historical data, estimates inherent in current market data, and a log-
normal distribution analysis in which best-estimate ranges of expected future real rates of return were 
developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long-term expected rate of return, 7.50 percent, by weighting the expected future real 
rates of return by the target asset allocation percentage and then adding expected inflation. The capital 
market assumptions developed by the investment consultant are intended for use over a 10-year 
horizon and may not be useful in setting the long-term rate of return for funding pension plans which 
covers a longer timeframe. The assumption is intended to be a long-term assumption and is not 
expected to change absent a significant change in the asset allocation, a change in the inflation 
assumption, or a fundamental change in the market that alters expected returns in future years. 
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NOTE 8 – DEFINED BENEFIT OPEB PLANS (continued) 
 
Actuarial Assumptions – SERS (continued) 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset 
class, as used in the June 30, 2015 five-year experience study, are summarized as follows: 
 

Target

Asset Class Allocation

Cash 1.00 % 0.50 %

US Stocks 22.50 4.75

Non-US Stocks 22.50 7.00

Fixed Income 19.00 1.50

Private Equity 10.00 8.00

Real Assets 15.00 5.00

Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Long-Term Expected

Real Rate of Return

 
 

Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2018 was 3.70 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2018 was 3.63 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be 
made from members and the System at the state statute contribution rate of 2.00 percent of projected 
covered employee payroll each year, which includes a 1.50 percent payroll surcharge and 0.50 percent 
of contributions from the basic benefits plan. Based on these assumptions, the OPEB plan’s fiduciary net 
position was projected to become insufficient to make future benefit payments during the fiscal year 
ending June 30, 2025. Therefore, the long-term expected rate of return on OPEB plan assets was used to 
present value the projected benefit payments through the fiscal year ending June 30, 2024 and the 
Fidelity General Obligation 20-year Municipal Bond Index rate of 3.62 percent, as of June 30, 2018 (i.e. 
municipal bond rate), was used to present value the projected benefit payments for the remaining years 
in the projection. The total present value of projected benefit payments from all years was then used to 
determine the single rate of return that was used as the discount rate. The projection of future benefit 
payments for all current plan members was until the benefit payments ran out. 
 

Sensitivity of the Academy's Proportionate Share of the Net OPEB Liability to Changes in the Discount 
Rate and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in 
the discount rate and the health care cost trend rate. The following table presents the net OPEB liability 
of SERS, what SERS' net OPEB liability would be if it were calculated using a discount rate that is 1 
percentage point lower (2.70%) and higher (4.70%) than the current discount rate (3.70%). Also shown is 
what SERS' net OPEB liability would be based on health care cost trend rates that are 1 percentage point 
lower (6.25% decreasing to 3.75) and higher (8.25% decreasing to 5.75%) than the current rate. 
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NOTE 8 – DEFINED BENEFIT OPEB PLANS (continued) 
 
Actuarial Assumptions – SERS (continued) 

Current

1% Decrease Discount Rate 1% Increase

(2.70%) (3.70%) (4.70%)

Academy's proportionate share

  of the net OPEB liability 145,942$                 120,282$                 99,948$                   

Current

1% Decrease Trend Rate 1% Increase

(6.25 % decreasing (7.25 % decreasing (8.25 % decreasing

to 3.75%) to 4.75%) to 5.75%)

Academy's proportionate share

  of the net OPEB liability 97,038$                   120,282$                 151,040$                  
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2018, actuarial valuation are presented below:   

 

 
 
Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
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NOTE 8 – DEFINED BENEFIT OPEB PLANS (continued) 
Actuarial Assumptions – STRS (continued) 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates 
between ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using 
mortality improvement scale MP-2016. For disabled retirees, mortality rates are based on the RP-2014 
Disabled Mortality Table with 90 percent of rates for males and 100 percent of rates for females, 
projected forward generationally using mortality improvement scale MP-2016. 
 
Actuarial assumptions used in the June 30, 2018, valuation are based on the results of an actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
 
Assumption Changes Since the Prior Measurement Date The discount rate was increased from the 
blended rate of 4.13% to the long-term expected rate of return of 7.45% based on the methodology 
defined under GASB Statement No. 74, Financial Reporting for Postemployment Benefit Plans Other 
Than Pension Plans (OPEB).  Valuation year per capita health care costs were updated.  
 
Benefit Term Changes Since the Prior Measurement Date The subsidy multiplier for non-Medicare 
benefit recipients was increased from 1.9% to 1.944% per year of service effective January 1, 2019.  The 
non-Medicare frozen subsidy base premium was increased effective January 1, 2019 and all remaining 
Medicare Part B premium reimbursements will be discontinued beginning January 1, 2020. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long-term expected 
rate of return for each major asset class are summarized as follows:  
 

Target

Asset Class Allocation

Domestic Equity 28.00 % 7.35 %

International Equity 23.00 7.55

Alternatives 17.00 7.09

Fixed Income 21.00 3.00

Real Estate 10.00 6.00

Liquidity Reserves 1.00 2.25

Total 100.00 %

* 10 year annualized geometric nominal returns, which  include the 

real rate of return and inflation of 2.25 percent and does not include 

investment expenses.  Over a 30-year period, STRS' investment

consultant indicates that the above target allocations should

generate a return above the actual rate of return, without net

value added by management.

Long-Term Expected

Rate of Return *
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NOTE 8 – DEFINED BENEFIT OPEB PLANS (continued) 
 
Actuarial Assumptions – STRS (continued) 
 
Discount Rate The discount rate used to measure the total OPEB liability was 7.45 percent as of June 30, 
2018. The projection of cash flows used to determine the discount rate assumes STRS Ohio continues to 
allocate no employer contributions to the health care fund. Based on these assumptions, the OPEB 
plan’s fiduciary net position was projected to be available to make all projected future benefit payments 
of current plan members. Therefore, the long-term expected rate of return on health care plan 
investments of 7.45 percent was used to measure the total OPEB liability as of June 30, 2018. 
 
Sensitivity of the Academy’s Proportionate Share of the Net OPEB Asset to Changes in the Discount 
and Health Care Cost Trend Rate The following table represents the net OPEB asset as of June 30, 2018, 
calculated using the current period discount rate assumption of 7.45 percent, as well as what the net 
OPEB asset would be if it were calculated using a discount rate that is one percentage point lower (6.45 
percent) or one percentage point higher (8.45 percent) than the current assumption. Also shown is the 
net OPEB asset as if it were calculated using health care cost trend rates that are one percentage point 
lower or one percentage point higher than the current health care cost trend rates. 
 

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share

  of the net OPEB asset 59,858$            69,838$            78,226$            

Current

1% Decrease Trend Rate 1% Increase

Academy's proportionate share

  of the net OPEB asset 77,753$            69,838$            61,801$             
 

NOTE 9 - CONTINGENCIES  
 

Grants - The Academy received financial assistance from federal and state agencies in the form of 
grants.  Amounts received from grantor agencies are subject to audit and adjustment by the grantor.  
Any disallowed costs may require refunding to the grantor.  Amounts which may be disallowed, if any, 
are not presently determinable.  However, in the opinion of the Academy, any such adjustments will not 
have a material adverse effect on the financial position of the Academy.  
 
Litigation - There are currently no matters in litigation with the Academy as defendant. 
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NOTE 9 – CONTINGENCIES (continued) 
 
School Foundation - School foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by 
schools throughout the State, which can extend past the fiscal year end.  
 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal 
year end that may result in an additional adjustment to the enrollment information as well as claw backs 
of Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE did not perform such a review on the Academy for fiscal year 2019.  

 
As of the date of this report, additional ODE adjustments for fiscal year 2019 are not finalized.  As a 
result, the impact of future FTE adjustments on the fiscal year 2019 financial statements is not 
determinable, at this time. Management believes this may result in either an additional receivable to, or 
a liability of, the Academy. 

 
In addition, the Academy’s contracts with their Sponsor and Management Company require payment 
based on revenues received from the State.  As discussed above, additional FTE adjustments for fiscal 
year 2019 are not finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 
2019 financial statements, related to additional reconciliation necessary with these contracts, is not 
determinable.  Management believes this may result in either an additional receivable to, or liability of, 
the Academy.   
 

NOTE 10 - SPONSOR AND MANAGEMENT CONTRACTS 
 

Sponsor - The Academy contracted with St. Aloysius Orphanage as its sponsor and oversight services, 
monitoring and technical assistance.  Sponsorship fees are calculated as a three percent of state funds 
received by the Academy from the State of Ohio. For the fiscal year ended June 30, 2019, the total 
sponsorship fees paid totaled $35,313. 
 
Management Company - The Academy entered into an agreement effective March 1, 2018 with Accel 
Schools Ohio LLC to provide management and day-to-day operational functions for fiscal year 2019. The 
agreement was for a 5-year period beginning July 1, 2018. Management fees are calculated as 18% of 
the total qualified gross revenues. The total amount paid by the Academy for the fiscal year ending June 
30, 2019 was $211,893 and is included under “Professional fees” on the Statement of Revenues, 
Expenses and Change in Net Position.   
 
In addition to the continuing fee described above, the Academy will reimburse Accel for its payroll and 
other costs eligible for reimbursement. Accel acknowledges that pursuant to Ohio law, Company's State 
Teachers Retirement System ("STRS") and State Employees Retirement System ("SERS") contributions on 
behalf of the Company employees employed at the Academy will be withheld by the State of Ohio. 
 
The Academy had purchased service expenses for the year ended June 30, 2019 to Accel of $665,862 for 
salaries and benefits and $211,893 for management fees.   At June 30, 2019, the Academy owed Accel 
$215,338 for services and advances made to the Academy.  
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NOTE 11 – MANAGEMENT COMPANY EXPENSES 
 
As of June 30, 2019, Accel Schools Ohio LLC and its affiliates incurred the following expenses on behalf of 
the Academy: 
 

Regular Instruction

(1100 Function 

Codes)

Special Instruction

(1200 Function 

Codes)

Support Services

(2000 Function 

Codes)

Non-Instructional 

(3000 through 7000 

Function Codes)

Total

Direct Expenses: 

Salaries & Wages (100 Object Codes) 352,432$                81,769$                  174,054$                608,254$             

Employees’ Benefits (200 Object Codes) 88,953                    13,918                    23,944                    126,815               

Professional & Technical Services (410 Object Codes) 68,016                    7,395                      75,411                 

Supplies (510 Object Codes) 6,213                      9,133                      15,346                 

Other Direct Costs (All Other Object Codes) 2,514                      2,514                   

Total Direct Expenses 447,597                  95,687                    277,661                  7,395                      828,341               

  

Indirect Expenses:  

Overhead 115,569                  115,569               

  

Total Expenses 447,597$                95,687$                  393,230$                7,395$                    943,910$              
 
Accel charges overhead expenses benefiting more than one school on a pro-rated basis based on full 
time equivalents (FTE) headcount as of June 30, 2019 for each school it manages. 

 
NOTE 12 - LEASE OBLIGATIONS 

 
In June 2016, the Academy entered into a lease agreement with 1500 Superior, LLC for the Academy 
premises.  The initial lease term is for two years with a renewal option of two additional five-year terms. 
From July 2016 through June 2021. The base rent is $9,000 per month. Effective January 1, 2018 the 
Academy signed a amendment to the lease agreement which reduced the monthly rent to $8,500. 
 
Future lease obligations are as follows: 

 
FY 2020 $     102,000 
FY 2021 $     102,000 

              Total   $     204,000 
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NOTE 13 - LONG-TERM OBLIGATIONS 
 

The changes in the School’s long-term obligations during fiscal year 2019 were as follows: 

 Principal   Principal Due 

 Outstanding   Outstanding  Within 

 06/30/18 Additions Deductions 06/30/19 One Year 

Net Pension Liability:      

STRS $   752,290 $  203,333                 $                 - $    955,623      $              - 

SERS 279,195 - (34,931) 244,264 - 

Total Net Pension Liability 1,031,485 203,333 (34,931) 1,199,887 - 

      

Net OPEB Liability:      

STRS  123,558               -    (123,558) -                - 

SERS 117,564 2,708 - 120,272 - 

Total Net OPEB Liability 241,122 2,708 (123,558) 120,272 - 
Total Long-Term Obligations $ 1,272,607 $  206,041    $ (158,489)  $ 1,320,159   $             - 

 
 
NOTE 14 - FISCAL DISTRESS 

 
Several factors have caused the Academy to experience fiscal distress.   The Academy’s cash balance at 
June 30, 2019 was $55,328.  Additionally, the Academy has significant liabilities at June 30, 2019 which 
has resulted in a net position of $(176,805).  Overcoming this deficit may be difficult without significant 
increases in student enrollments and related revenues in order to pay off outstanding liabilities and 
cover ongoing operating costs. 

 
NOTE 15 - MANAGEMENT PLAN 
 
During 2018, the School agreed to assign its management agreement and the operations of day to day 
operations to Accel Schools Ohio, LLC. During the current year, stronger efforts in student recruitment 
and the use of Federal funds will improve the financial performance of the School.  
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2019 2018

Academy's Proportion of the Net Pension

Liability 0.0042650% 0.0046729%

Academy's Proportionate Share of the Net

Pension Liability 244,264$           279,195$           

Academy's Covered Payroll 137,333$           145,757$           

Academy's Proportionate Share of the Net

Pension Liability as a Percentage

of its Covered Payroll 177.86% 191.55%

Plan Fiduciary Net Position as a 

Percentage of the Total Pension

Liability 71.36% 69.50%

(1) Information prior to 2018 is not available. Schedule is intended to show ten years of 

       information, and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date

     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information  
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2019 2018

Academy's Proportion of the Net Pension

Liability 0.00434616% 0.00316684%

Academy's Proportionate Share of the Net

Pension Liability 955,623$             752,290$             

Academy's Covered Payroll 494,150$             349,729$             

Academy's Proportionate Share of the Net

Pension Liability as a Percentage

of its Covered Payroll 193.39% 215.11%

Plan Fiduciary Net Position as a 

Percentage of the Total Pension

Liability 77.31% 75.29%

(1) Information prior to 2018 is not available. Schedule is intended to show ten years of 

       information, and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date

     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information
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2019 2018 2017

Contractually Required Contribution 10,257$             18,540$             20,406$             

Contributions in Relation to the 

Contractually Required Contribution (10,257)              (18,540)              (20,406)              

Contribution Deficiency (Excess) -                      -                      -                      

Academy Covered Payroll 75,978$             137,333$           145,757$           

Contributions as a Percentage of

Covered Payroll 13.50% 13.50% 14.00%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of 

       information, and additional years' will be displayed as it becomes available. 

See accompanying notes to the required supplementary information
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2019 2018 2017

Contractually Required Contribution 76,328$               69,181$               48,962$               

Contributions in Relation to the 

Contractually Required Contribution (76,328)                (69,181)                (48,962)                

Contribution Deficiency (Excess) -$                      -$                      -$                      

Academy Covered Payroll 545,200$             494,150$             349,729$             

Contributions as a Percentage of

Covered Payroll 14.00% 14.00% 14.00%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of 

       information, and additional years' will be displayed as it becomes available. 

See accompanying notes to the required supplementary information
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WRIGHT PREPARATORY ACADEMY - STARK COUNTY, OHIO 

 
  Required Supplementary Information 

Schedule of the Academy’s Proportionate Share of the Net OPEB Liability 
School Employees Retirement System of Ohio 

Last Two Fiscal Years (1) 
 
 
 

2019 2018

Academy's Proportion of the Net OPEB

Liability 0.0043353% 0.0043806%

Academy's Proportionate Share of the Net

OPEB Liability 120,272$           117,564$           

Academy's Covered Payroll 137,333$           145,757$           

Academy's Proportionate Share of the Net

OPEB Liability as a Percentage

of its Covered Payroll 87.58% 80.66%

Plan Fiduciary Net Position as a 

Percentage of the Total OPEB

Liability 13.57% 12.46%

(1) Information prior to 2018 is not available. Schedule is intended to show ten years of information, 

      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date

     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information  
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WRIGHT PREPARATORY ACADEMY - STARK COUNTY, OHIO 

 
  Required Supplementary Information 

Schedule of the Academy’s Proportionate Share of the Net OPEB Liability 
State Teachers Retirement System of Ohio 

Last Two Fiscal Years (1) 
 
 
 

2019 2018

Academy's Proportion of the Net OPEB

Liability/Asset 0.00434616% 0.00316648%

Academy's Proportionate Share of the Net

OPEB Liability/(Asset) (69,838)$              123,558$             

Academy's Covered Payroll 494,150$             349,729$             

Academy's Proportionate Share of the Net

OPEB Liability/Asset as a Percentage

of its Covered Payroll -14.13% 35.33%

Plan Fiduciary Net Position as a 

Percentage of the Total OPEB

Liability/Asset 176.00% 47.11%

(1) Information prior to 2018 is not available. Schedule is intended to show ten years of information, 

      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date

     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information  
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WRIGHT PREPARATORY ACADEMY - STARK COUNTY, OHIO 

 
Required Supplementary Information 

Schedule of Academy Contributions – OPEB 
School Employees Retirement System of Ohio 

Last Three Fiscal Years (1) 
 
 

2019 2018 2017

Contractually Required Contribution (2) 1,855$               3,067$               2,848$               

Contributions in Relation to the 

Contractually Required Contribution (1,855)                (3,067)                (2,848)                

Contribution Deficiency (Excess) -                      -                      -                      

Academy Covered Payroll 75,978$             137,333$           145,757$           

OPEB Contributions as a Percentage of

Covered Payroll (2) 2.44% 2.23% 1.95%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 

      and additional years' will be displayed as it becomes available. 

(1) Includes Surcharge

See accompanying notes to the required supplementary information  
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WRIGHT PREPARATORY ACADEMY - STARK COUNTY, OHIO 

 
Required Supplementary Information 

Schedule of Academy Contributions – OPEB 
State Teachers Retirement System of Ohio 

Last Three Fiscal Years (1) 
 
 
 

2019 2018 2017

Contractually Required Contribution -$                   -$                   -$                   

Contributions in Relation to the 

Contractually Required Contribution -                      -                      -                      

Contribution Deficiency (Excess) -$                   -$                   -$                   

Academy Covered Payroll 545,200$          494,150$          349,729$          

Contributions as a Percentage of

Covered Payroll 0.00% 0.00% 0.00%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 

      and additional years' will be displayed as it becomes available. 

See accompanying notes to the required supplementary information
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NET PENSION LIABILITY  
 

SCHOOL EMPLOYEES RETIREMENT SYSTEM (SERS) OF OHIO 
 
Changes of benefit terms: There were no changes in benefit terms from the amounts reported for fiscal 
years 2014-2017 and 2019. 
 
The following changes were made to the benefit terms in 2018 as identified: The COLA was changed 
from a fixed 3.00% to a COLA that is indexed to CPI-W not greater than 2.5% with a floor of 0% 
beginning January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has 
enacted a three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in assumptions: There were no changes in methods and assumptions used in the calculation of 
actuarial determined contributions for fiscal years 2014-2016 and 2018-2019. For fiscal year 2017, the 
following changes of assumptions affected the total pension liability since the prior measurement date: 
(a) the assumed rate of inflation was reduced from 3.25% to 3.00%, (b) payroll growth assumption was 
reduced from 4.00% to 3.50%, (c) assumed real wage growth was reduced from 0.75% to 0.50%, (d) 
Rates of withdrawal, retirement and disability were updated to reflect recent experience, (e) mortality 
among active members was updated to RP-2014 Blue Collar Mortality Table with fully generational 
projection and a five year age set-back for both males and females, (f) mortality among service retired 
members, and beneficiaries was updated to the following RP-2014 Blue Collar Mortality Table with fully 
generational projection with Scale BB, 120% of male rates, and 110% of female rates and (g) mortality 
among disable member was updated to RP-2000 Disabled Mortality Table, 90% for male rates and 100% 
for female rates, set back five years is used for the period after disability retirement (h) change in 
discount rate from 7.75% to 7.5%.   

 
STATE TEACHERS RETIREMENT SYSTEM (STRS) OF OHIO 
 
Changes in benefit terms: There were no changes in benefit terms from the amounts reported for fiscal 
years 2014-2019. 
 
Changes in assumptions: There were no changes in methods and assumptions used in the calculation of 
actuarial determined contributions for fiscal years 2014-2017 and 2019.  For fiscal year 2018, the 
following changes of assumptions affected the total pension liability since the prior measurement date: 
(a) inflation assumption lowered from 2.75% to 2.50%, (b) investment return assumption lowered from 
7.75% to 7.45%, (c) total salary increases rates lowered by decreasing the merit component of the 
individual salary increases, as well as by 0.25% due to lower inflation, (d) payroll growth assumption 
lowered to 3.00%, (e) updated the healthy and disable mortality assumption to the “RP-2014” mortality 
tables with generational improvement scale MP-2016, (f) rates of retirement, termination and disability 
were modified to better reflect anticipated future experience. 
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NET OPEB LIABILITY 
  
Changes in Assumptions – SERS  
Amounts reported for fiscal year 2018 and 2019 incorporate changes in key methods and assumptions 
used in calculating the total OPEB liability as presented below:  
  
Municipal Bond Index Rate: 
    Fiscal year 2019          3.62 percent 
    Fiscal year 2018          3.56 percent 
    Fiscal year 2017         2.92 percent 
Single Equivalent Interest Rate, net of plan investment expense, 
 including price inflation 
    Fiscal year 2019          3.70 percent 
    Fiscal year 2018          3.63 percent 
    Fiscal year 2017         2.98 percent 
Medicare Trend Assumption 
  Medicare 
     Fiscal year 2019       5.375 percent decreasing to 4.75 percent 
     Fiscal year 2018       5.50 percent decreasing to 5.00 percent 
  Pre - Medicare 
     Fiscal year 2019       7.25 percent decreasing to 4.75 percent 
     Fiscal year 2018       7.50 percent decreasing to 5.00 percent 
  
Changes in Assumptions – STRS 
 
For fiscal year 2018, the discount rate was increased from 3.26 percent to 4.13 percent and in fiscal year 
2019 the discount rate was increased from the blended rate of 4.13 percent to the long-term expected 
rate of return of 7.45 percent,  based on the methodology defined under GASB Statement No. 74, 
Financial Reporting for Postemployment Benefit Plans Other Than Pension Plans (OPEB) and the long 
term expected rate of return was reduced from 7.75 percent to 7.45 percent. Valuation year per capita 
health care costs were updated, and the salary scale was modified.  
 
The percentage of future retirees electing each option was updated based on current data and the 
percentage of future disabled retirees and terminated vested participants electing health coverage were 
decreased. The assumed mortality, disability, retirement, withdrawal and future health care cost trend 
rates were modified along with the portion of rebated prescription drug costs.  
  
Changes in Benefit Terms – STRS 
 
Also, for fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 
2.1 percent to 1.9 percent per year of service, and increased from 1.9 percent to 1.944 percent per year 
of service effective January 1, 2019. The non-Medicare frozen subsidy base premium was increased 
effective January 1, 2019 and all remaining Medicare Part B premium reimbursements will be 
discontinued beginning January 1, 2020. 
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JAMES G. ZUPKA, C.P.A., INC. 
Certified Public Accountants 

5240 East 98th Street 

Garfield Hts., Ohio 44125 
_________________ 

 
Member American Institute of Certified Public Accountants           (216) 475 - 6136                            Ohio Society of Certified Public Accountants 

 

 

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 

AND ON COMPLIANCE AND OTHER MATTERS REQUIRED BY 

GOVERNMENT AUDITING STANDARDS 

 

To the Members of the Board  The Honorable Keith Faber 

Auditor of State 

State of Ohio 

East Branch Preparatory Academy dba Wright 

Preparatory Academy 

 

Canton, Ohio  

 

We have audited, in accordance with the auditing standards generally accepted in the United 

States of America and the standards applicable to financial audits contained in Government 

Auditing Standards issued by the Comptroller General of the United States, the financial 

statements of the East Branch Preparatory Academy dba Wright Preparatory Academy, Stark 

County, Ohio, (the Academy) as of and for the year ended June 30, 2019, and the related notes to 

the financial statements, which collectively comprise the Academy’s basic financial statements, 

and have issued our report thereon dated December 6, 2019, wherein we noted the School is 

experiencing financial difficulties and has reported a deficit net position.   

 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the Academy’s 

internal control over financial reporting (internal control) to determine the audit procedures that 

are appropriate in the circumstances for the purpose of expressing our opinion on the financial 

statements, but not for the purpose of expressing an opinion on the effectiveness of the 

Academy’s internal control. Accordingly, we do not  express an opinion on the effectiveness of 

the Academy’s internal control.   

 

A deficiency in internal control exists when the design or operation of a control does not allow 

management or employees, in the normal course of performing their assigned functions, to 

prevent, or detect and correct, misstatements on a timely basis. A material weakness is a 

deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable 

possibility that a material misstatement of the Academy’s financial statements will not be 

prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or 

a combination of deficiencies, in internal control that is less severe than a material weakness, yet 

important enough to merit attention by those charged with governance.   

 

Our consideration of internal control was for the limited purpose described in the first paragraph 

of  this section and was not designed to identify all deficiencies in internal control that might be 

material weaknesses or significant deficiencies.  Given these limitations, during our audit we did 

not identify any deficiencies in internal control that we consider to be material weaknesses.  

However, material weaknesses may exist that have not been identified. 
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Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Academy’s financial statements are 

free from material misstatement, we performed tests of its compliance with certain provisions of 

laws, regulations, contracts, and grant agreements, noncompliance with which could have a 

direct and material effect on the determination of financial statement amounts.  However, 

providing an opinion on compliance with those provisions was not an objective of our audit, and 

accordingly, we do not express such an opinion.  The results of our tests disclosed no instances 

of noncompliance or other matters that are required to be reported under Government Auditing 

Standards. 

 
Purpose of This Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and 

compliance and the results of that testing, and not to provide an opinion on the effectiveness of 

the Academy’s internal control or on compliance.  This report is an integral part of an audit 

performed in accordance with Government Auditing Standards in considering the Academy’s 

internal control and compliance.  Accordingly, this communication is not suitable for any other 

purpose.  

 

 
James G. Zupka, CPA, Inc. 

Certified Public Accountants 

 

December 6, 2019 
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The prior audit report, as of June 30, 2018, included no findings or management letter recommendations. 
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88 East Broad Street, Columbus, Ohio 43215 
Phone: 614-466-4514 or 800-282-0370 

www.ohioauditor.gov

 
 
 
Members of the Board 
East Branch Preparatory Academy dba Wright Preparatory Academy 
1500 Superior Ave., NE 
Canton, Ohio 44705 
 
 
We have reviewed the Independent Auditor’s Report of the East Branch Preparatory Academy 
dba Wright Preparatory Academy, Stark County, prepared by James G. Zupka, CPA, Inc., for the 
audit period July 1, 2017 through June 30, 2018.  Based upon this review, we have accepted 
these reports in lieu of the audit required by Section 117.11, Revised Code.  The Auditor of State 
did not audit the accompanying financial statements and, accordingly, we are unable to express, 
and do not express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The East Branch Preparatory Academy dba Wright 
Preparatory Academy is responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
February 8, 2019  
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JAMES G. ZUPKA, C.P.A., INC. 
Certified Public Accountants 

5240 East 98
th

 Street 

Garfield Hts., Ohio 44125 
_________________ 

 
Member American Institute of Certified Public Accountants           (216) 475 - 6136                            Ohio Society of Certified Public Accountants 

 

 

INDEPENDENT AUDITOR’S REPORT 

 

To the Members of the Board  The Honorable Dave Yost 

Auditor of State 

State of Ohio 

East Branch Preparatory Academy dba Wright 

Preparatory Academy 

 

Canton, Ohio  

 

Report on the Financial Statements 
 

We have audited the accompanying financial statements of the East Branch Preparatory 

Academy dba Wright Preparatory Academy, Stark County, Ohio, (the Academy) as of and for 

the year ended June 30, 2018, and the related notes to the financial statements, which collectively 

comprise the Academy’s basic financial statements as listed in the table of contents. 

 
Management’s Responsibility for the Financial Statements 
 

Management is responsible for the preparation and fair presentation of these financial statements 

in accordance with accounting principles generally accepted in the United States of America; this 

includes the design, implementation, and maintenance of internal control relevant to the 

preparation and fair presentation of financial statements that are free from material misstatement, 

whether due to fraud or error. 

 

Auditor’s Responsibility 
 

Our responsibility is to express an opinion on these financial statements based on our audit.  We 

conducted our audit in accordance with auditing standards generally accepted in the United 

States of America and the standards applicable to financial audits contained in Government 

Auditing Standards, issued by the Comptroller General of the United States.  Those standards 

require that we plan and perform the audit to obtain reasonable assurance about whether the 

financial statements are free from material misstatement. 

 

An audit involves performing procedures to obtain audit evidence about the amounts and 

disclosures in the financial statements.  The procedures selected depend on the auditor’s 

judgment, including the assessment of the risks of material misstatement of the financial 

statements, whether due to fraud or error.  In making those risk assessments, the auditor 

considers internal control relevant to the Academy’s preparation and fair presentation of the 

financial statements in order to design audit procedures that are appropriate in the circumstances, 

but not for the purpose of expressing an opinion on the effectiveness of the Academy’s internal 

control.  Accordingly, we express no such opinion.  An audit also includes evaluating the 

appropriateness of accounting policies used and the reasonableness of significant accounting 

estimates made by management, as well as evaluating the overall presentation of the financial 

statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 

basis for our audit opinion. 

 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, 

the financial position of the East Branch Preparatory Academy dba Wright Preparatory Academy 

as of June 30, 2018, and the changes in financial position and cash flows thereof for the year then 

ended in accordance with accounting principles generally accepted in the United States of 

America. 

 

Emphasis of Matter 

 

As discussed in Note 13 to the basic financial statements, during 2018, the Academy adopted 

new accounting guidance in Governmental Accounting Standards Board (GASB) Statement No. 

75, Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions.  Our 

opinion is not modified with respect to this matter.   

 
Other Matters 
 
Required Supplementary Information 
 

Accounting principles generally accepted in the United States of America require that the 

Management’s Discussion and Analysis and Schedules of Net Pension and Postemployment 

Benefit Liabilities and Pension and Postemployment Benefit Contributions, as listed in the table 

of contents, be presented to supplement the basic financial statements.  Such information, 

although not a part of the basic financial statements, is required by the Governmental Accounting 

Standards Board, who considers it to be an essential part of financial reporting for placing the 

basic financial statements in an appropriate operational, economic, or historical context.  We 

have applied certain limited procedures to the required supplementary information in accordance 

with auditing standards generally accepted in the United States of America, which consisted of 

inquiries of management about the methods of preparing the information and comparing the 

information for consistency with management’s responses to our inquiries, the basic financial 

statements, and other knowledge we obtained during our audit of the basic financial statements.  

We do not express an opinion or provide any assurance on the information because the limited 

procedures do not provide us with sufficient evidence to express an opinion or provide any 

assurance. 
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Other Reporting Required by Government Auditing Standards 

 

In accordance with Government Auditing Standards, we have also issued our report dated 

December 19, 2018, on our consideration of the Academy’s internal control over financial 

reporting and on our tests of its compliance with certain provisions of laws, regulations, 

contracts, and grant agreements and other matters.  The purpose of that report is to describe the 

scope of our testing of internal control over financial reporting and compliance and the results of 

that testing, and not to provide an opinion on internal control over financial reporting or on 

compliance.  That report is an integral part of an audit performed in accordance with Government 

Auditing Standards in considering the Academy’s internal control over financial reporting and 

compliance. 

 

 
James G. Zupka, CPA, Inc. 

Certified Public Accountants 

 

December 19, 2018 
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WRIGHT PREPARATORY ACADEMY - STARK COUNTY, OHIO 
 
MANAGEMENT’S DISCUSSION AND ANALYSIS  
FOR THE FISCAL YEAR ENDED JUNE 30, 2018 (UNAUDITED) 

5 

 
 
 
The discussion and analysis of the East Branch Preparatory Academy dba Wright Preparatory Academy 
(the Academy), financial performance provides an overall review of the Academy’s financial activities for 
the fiscal year ended June 30, 2018. The intent of this discussion and analysis is to look at the Academy’s 
financial performance as a whole; readers should also review the basic financial statements and notes to 
the basic financial statements to enhance their understanding of the Academy’s financial performance.  
 
The Management’s Discussion and Analysis (the MD&A) is an element of the new reporting model 
adopted by the Governmental Accounting Standards Board (GASB) in their Statement No. 34 Basic 
Financial Statements – and Management’s Discussion and Analysis – for State and Local Governments

 

. 
Certain comparative information between the current fiscal year and the prior fiscal year is required to 
be presented in the MD&A.  

 
FINANCIAL HIGHLIGHTS 

Key Financial Highlights for the Academy for the 2017-2018 Academy year are as follows:  
• Total assets decreased $110,838. 
• Deferred outflows increased $1,435,054. 
• Total liabilities increased $947,735.   
• Total net position was $195,367. 
• Total operating and non-operating revenues were $1,679,054. Total operating expenses were 

$1,361,488. 
 

  
USING THIS ANNUAL REPORT 

This report consists of three parts: the MD&A, the basic financial statements, and notes to those 
statements.  The basic financial statements include a Statement of Net Position, a Statement of 
Revenues, Expenses and Change in Net Position, and a Statement of Cash Flows.   
 
The Statement of Net Position and Statement of Revenues, Expenses, and Change in Net Position reflect 
how the Academy did financially during fiscal year 2018.  These statements include all assets and 
liabilities using the accrual basis of accounting similar to the accounting used by most private-sector 
companies. This basis of accounting includes all of the current year revenues and expenses regardless of 
when cash is received or paid.  
 
These statements report the Academy’s net position and changes in that position. This change in net 
position is important because it tells the reader whether the financial position of the Academy has 
improved or diminished. The causes of this change may be the result of many factors, some financial, 
some not. Non-financial factors include the Academy’s’ student enrollment, per-pupil funding as 
determined by the State of Ohio, change in technology, required educational programs and other 
factors. 
 
The Academy uses enterprise presentation for all of its activities. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS  
FOR THE FISCAL YEAR ENDED JUNE 30, 2018 (UNAUDITED) 
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Statement of Net Position

 

 - The Statement of Net Position answers the question of how the Academy 
did financially during 2018.  This statement includes all assets and liabilities, both financial and capital, 
and short-term and long-term using the accrual basis of accounting and economic resource focus, which 
is similar to the accounting used by most private-sector companies.  This basis of accounting takes into 
account all revenues and expenses during the year, regardless of when the cash is received or paid.   

Table 1 provides a summary of the Academy’s net position for fiscal years 2018 and 2017.   
 

Table 1 
Statement of Net Position 

   
Restated 

 
2018 

 
2017 

Assets 
  

 

   
 

Current Assets $    59,900         
 

 $    141,625 
Non-Current Assets 9,000 

 
9,000        

Capital Assets, Net 73,666 
 

102,779 
Total Assets 142,566 

 
253,404 

 
 

 
 

Deferred Outflows of Resources 1,507,270 
 

72,216 

 
 

 
 

Liabilities  
 

 

 
 

 
 

Current Liabilities 122,947 
 

447,819 
Long Term Liabilities 1,272,607 

 
- 

Total Liabilities 1,395,554 
 

447,819 

 
 

 
 

Deferred Inflows of Resources 58,915 
 

- 

 
 

 
 

Net Position  
 

 

 
 

 
 

Net Investment in Capital Assets 73,666 
 

102,779 
Unrestricted 121,701 

 
(224,978)    

Total Net Position $  195,367   
 

 $ (122,199) 
 

     
 
Total assets decreased $110,838, which represents a 43 percent decrease from 2017.  This was primarily 
due to a decrease in cash and cash equivalents from operations and decrease in grants receivable.   
Total liabilities increased in $947,735. The increase in total liabilities is the result of an increase in the 
net pension/OBEB liability, net of a decrease in accounts payable due to the management company 
forgiving outstanding balances for services provided.  
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The net pension liability (NPL) is the largest single liability reported by the Academy at June 30, 2018   
and is reported pursuant to GASB Statement 68, “Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27.”   For fiscal year 2018, the Academy adopted GASB Statement 75, 
“Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions,” which 
significantly revises accounting for costs and liabilities related to other postemployment benefits 
(OPEB).  For reasons discussed below, many end users of this financial statement will gain a clearer 
understanding of the Academy’s actual financial condition by adding deferred inflows related to pension 
and OPEB, the net pension liability and the net OPEB liability to the reported net position and 
subtracting deferred outflows related to pension and OPEB. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OBEP liability.  GASB 68 and GASB 75 
take an earnings approach to pension and OPEB accounting; however, the nature of Ohio’s statewide 
pension/OPEB plans and state law governing those systems requires additional explanation in order to 
properly understand the information presented in these statements. 
 
GASB 68 and GASB 75 require the net pension liability and the net OPEB liability to equal the Academy’s 
proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 
 
GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, 
benefits, and the promise of a future pension and other postemployment benefits.  GASB noted that the 
unfunded portion of this promise is a present obligation of the government, part of a bargained-for 
benefit to the employee, and should accordingly be reported by the government as a liability since they 
received the benefit of the exchange.  However, the Academy is not responsible for certain key factors 
affecting the balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension 
benefits with the employer.  Both employer and employee contribution rates are capped by State 
statute.  A change in these caps requires action of both Houses of the General Assembly and approval of 
the Governor.  Benefit provisions are also determined by State statute.  The Ohio revised Code permits, 
but does not require the retirement systems to provide healthcare to eligible benefit recipients.  The 
retirement systems may allocate a portion of the employer contributions to provide for these OPEB 
benefits. 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a 
specific, legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension/OPEB plan as against the public employer.  State law 
operates to mitigate/lessen the moral obligation of the public employer to the employee, because all 
parties enter the employment exchange with notice as to the law.  The retirement system is responsible 
for the administration of the pension and OPEB plans.  
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Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. 
sick and vacation leave), are satisfied through paid time-off or termination payments.  There is no 
repayment schedule for the net pension liability or the net OPEB liability.  As explained above, changes 
in benefits, contribution rates, and return on investments affect the balance of these liabilities, but are 
outside the control of the local government.  In the event that contributions, investment returns, and 
other changes are insufficient to keep up with required payments, State statute does not assign/identify 
the responsible party for the unfunded portion.  Due to the unique nature of how the net pension 
liability and the net OPEB liability are satisfied, these liabilities are separately identified within the long-
term liability section of the statement of net position. 
 
 
In accordance with GASB 68 and GASB 75, the Academy’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate 
share of each plan’s change in net pension liability and net OPEB liability, respectively, not accounted for 
as deferred inflows/outflows.  
 
As a result of implementing GASB 75, the Academy is reporting a net OPEB liability and deferred 
inflows/outflows of resources related to OPEB on the accrual basis of accounting.  This implementation 
also had the effect of restating net position at June 30, 2017, from ($125,047) to ($122,199). 
 
Over time, net position can serve as a useful indicator of a government’s financial position.  At June 30, 
2018, the Academy’s net position totaled $195,367. 
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Statement of Revenues, Expenses and Change in Net Position

 

 - Table 2 shows the change in net 
position for fiscal years 2018 and 2017, as well as a listing of revenues and expenses.   This change in net 
position is important because it tells the reader that, for the Academy as a whole, the financial position 
of the Academy has improved or diminished. The cause of this may be the result of many factors, some 
financial, some not.  Non-financial factors include the current laws in Ohio restricting revenue growth, 
facility conditions, required educational programs and other factors.   

Table 2 
Change in Net Position 

      
  2018  2017 

 Operating Revenue     
 State Aid  $      968,034  $       953,608 

 Intergovernmental Revenue  3,116  5,692  
      Total Operating Revenues  971,150  959,300 

       
Operating Expenses       
Purchased Services: Salaries and Benefits   562,575  446,236 

 Pension/ OPEB Expense   (12,744)  (10,484)  
Facility Costs  190,838  141,199 

 Professional Fees  387,981  419,405  
Legal Fees  15,043  23,632  
Sponsor Fees  28,387  27,927  
Materials and Supplies  80,419  104,590  
Student Support  75,829  77,393  
Miscellaneous  4,047  4,193  
Depreciation  29,113  24,090  
       Total Operating Expenses  1,361,488  1,258,181 

 
 

    
 Non-Operating Revenues      

Federal Grants  188,969  173,834  
Debt Forgiveness - Management Company  518,935  -  
       Total Non-Operating Revenues  707,904  173,834  
      
Change in Net Position  317,566  (125,047) 

 
 

    
 Net Position, Beginning of Year, Restated See 

Note 13  
 

       (122,199) 
 

N/A  
       
Net Position, End of Year  $     195,367  $     (122,199) 

  
 
During 2018, the management company forgave outstanding balances for services totaling $518,935. 
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The information necessary to restate the 2017 beginning balances and the 2017 OPEB expense amounts 
for the effects of the initial implementation of GASB 75 is not available.  Therefore, 2017 functional 
expenses still include OPEB expense of $2,848 computed under GASB 45.  GASB 45 required recognizing 
pension expense equal to the contractually required contributions to the plan. Under GASB 75, OPEB 
expense represents additional amounts earned, adjusted by deferred inflows/outflows. The 
contractually required contribution is no longer a component of OPEB expense. Under GASB 75, the 
2018 statements report OPEB expense of $26,715.  Consequently, in order to compare 2018 total 
program expenses to 2017, the following adjustments are needed: 
 

Total 2018 program expenses under GASB 75 1,361,488$   

OPEB expense under GASB 75 (26,715)          
2018 contractually required contribution 3,067             

Adjusted 2018 program expenses 1,337,840     

Total 2017 program expenses under GASB 45 1,258,181     

Increase in program expenses not related to OPEB 79,659$         

 

 
BUDGET 

Unlike other public schools located in the State of Ohio, community schools are not required to follow 
budgetary provisions set forth in Ohio Rev. Code Chapter 5705 (with the exception section 5705.391 – 
Five Year Forecasts), unless specifically provided in the community school’s contract with its Sponsor. 
 
The contract between the Academy and its Sponsor does prescribe a budgetary process. The Academy 
must prepare and submit a detail budget for every fiscal year to the Board of Directors and its Sponsor.  
The five-year forecast is also submitted to the Ohio Department of Education, annually. 
 

 
CAPITAL ASSETS 

At fiscal year end, the Academy’s net capital asset balance was $73,666, net of accumulated 
depreciation of $53,203. For more information on capital assets, see Note 5 of the Basic Financial 
Statements. 
 

 
CURRENT FINANCIAL ISSUES 

The Academy is a community school and is funded through the State of Ohio Foundation Program.  The 
Academy relies on this, as well as, State and Federal funds as its primary source of revenue. In fiscal year 
2018, the State raised the base per pupil funding to $6,010, which is up from the $6,000 in the previous 
year.  The full-time equivalent enrollment of the Academy for the year ended June 30, 2018 was 108. 
 
Overall, the Academy will continue to provide learning opportunities and apply resources to best meet 
the needs of students. 
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CONTACTING THE ACADEMY’S FINANCIAL MANAGEMENT 

This financial report is designed to provide our citizen’s, taxpayers, investors and creditors with a 
general overview of the Academy’s finances and to demonstrate accountability for the money it 
receives. If you have questions about this report or need additional information contact C. David Massa, 
CPA, of Massa Financial Solutions, LLC, 1500 Superior Avenue NE, Canton, Ohio 44705 or e-mail at 
dave@massasolutionsllc.com.  
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WRIGHT PREPARATORY ACADEMY  
STARK COUNTY, OHIO 

 
Statement of Net Position 

At June 30, 2018 

  Assets 
 Current Assets: 

 Cash and Cash Equivalents $     39,155          
Intergovernmental Receivable 15,727 
Grants Receivable 5,018 
Total Current Assets 59,900 

 
 

Noncurrent Assets:  
Other Assets 9,000 
Capital Assets:  
  Depreciable Capital Assets, net 73,666 
Total Noncurrent Assets 82,666 
  
Total Assets 142,566 
  
Deferred Outflows of Resources  
Pension 1,260,248 
OPEB 247,022 
Total Deferred Outflows of Resources 1,507,270 

 
 

Liabilities  
Current Liabilities:  
Accounts Payable 112,822 
Accrued Expenses 10,125 
Total Current Liabilities 122,947 
  
Long-Term Liabilities:  
Net Pension Liability 1,031,485 
Net OPEB Liability 241,122 
Total Long-Term Liabilities 1,272,607 
  
Total Liabilities 1,395,554 
  
Deferred Inflows of Resources  
Pension 32,215 
OPEB 26,700 
Total Deferred Inflows of Resources 58,915 
  
Net Position  
Investment in Capital Assets 73,666 
Unrestricted 121,701 
Total Net Position $     195,367   
 
See accompanying notes to the basic financial statements 

 

Attachment 26: Audited Financial Statements Page 5910



 

14 

WRIGHT PREPARATORY ACADEMY  
STARK COUNTY, OHIO 

  Statement of Revenues, 
Expenses and Change in Net Position 

For the Year Ending June 30, 2018 

  
   Operating Revenues 
State Aid $     968,034        
Intergovernmental Revenue  3,116 
  
Total Operating Revenues 971,150 

 
 
 Operating Expenses 

Purchased Services: Salaries and Benefits 562,575 
Pension/OPEB Expense (12,744) 
Facility Costs 190,838 
Professional Fees 387,981 
Legal Fees 15,043 
Sponsor Fees 28,387 
Materials and Supplies 80,419 
Student Support 75,829 
Miscellaneous 4,047 
Depreciation 29,113 
Total Operating Expenses 1,361,488 

 
 

Operating (Loss) (390,338) 

 
 
 Non-Operating Revenues 

Federal Grants 188,969 
Debt Forgiveness – Management Company 518,935 
Total Non-Operating Revenues 707,904 
  
Change in Net Position 317,566 

 
 

Net Position, Beginning of Year, Restated See Note 13 (122,199) 

 
 

Net Position, End of Year $      195,367 

 
 

 
 
 
 
See accompanying notes to the basic financial statements  
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WRIGHT PREPARATORY ACADEMY –  
STARK COUNTY, OHIO 

  Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2018 

    
    

 
Cash Flows from Operating Activities 
Cash Received from State of Ohio $        968,890             
Cash Payments to Suppliers for Goods and Services (1,241,845) 

 
 

Net Cash Used By Operating Activities (272,955) 

 
 

Cash Flows from Non-Capital Financing Activities  
Cash Received from Federal Grants 257,611 

 
 

Net Cash Provided by Non-Capital Financing Activities 257,611 
 
  
Net decrease in Cash and Cash Equivalents (15,344) 
   
Cash and Cash Equivalents, Beginning of Year 54,499 

 
 

Cash and Cash Equivalents, End of Year $         39,155              
 
RECONCILIATION OF OPERATING LOSS TO NET  

 CASH PROVIDED BY OPERATING ACTIVITIES 
  

Operating Loss $    (390,338) 
  
Depreciation 29,113 

 
 

Changes in Assets, Liabilities, and Deferred Inflows and Outflows:  
  (Increase)/ Decrease in Intergovernmental Receivable (2,261) 
  Increase/ (Decrease) in Accounts Payable 190,417 
  Increase/ (Decrease) in Accrued Expenses 3,646 
  (Increase)/ Decrease in Deferred Outflows (1,435,054) 
  Increase/ (Decrease) in Deferred Inflows 58,915 
  Increase/ (Decrease) in Net Pension/OPEB Liability 1,272,607 
    
Net Cash Used by Operating Activities $    (272,955)          
  
Non-Cash Transaction - 
Management Company Debt forgiveness of $518,935 
 

   
  

See accompanying notes to the basic financial statements. 
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NOTE 1 - DESCRIPTION OF THE ENTITY 

East Branch Preparatory Academy, Inc., DBA Wright Preparatory Academy, (the Academy) is a nonprofit 
corporation established pursuant to Ohio Revised Code Chapters 3314 and 1702.  The Academy’s 
mission is to improve the lives of its students by providing authentic learning experiences in a 
collaborative, nurturing environment that will build a foundation for student’s success in school, at 
future work and in life. The Academy operates on a foundation, which fosters character building for all 
students, parents and staff members.  The Academy, which is part of the State’s education program, is 
independent of any school district and is nonsectarian in its programs, admission policies, employment 
practices, and all other operations.  The Academy may acquire facilities as needed and contract for any 
services necessary for the operation of the Academy. 
 
The Academy contracted with Cambridge Education Group, LLC, an Ohio limited liability company, 
(“Cambridge”) for most of its functions, and Cambridge is the entity with which the Academy Board 
interacts regarding day-to-day operations (See Note 10). Effective March 1, 2018 the Academy and 
Cambridge agreed to assign the management agreement to Accel School Ohio, LLC. 
 
The Academy was approved for operation under a contract with St. Aloysius Orphanage, (the Sponsor) 
for a one-year period commencing on July 1, 2016, with automatic one-year renewals through June 30, 
2021. The Sponsor is responsible for evaluating the performance of the Academy and has the authority 
to deny renewal of the contract at its expiration or terminate the contract prior to its expiration.  

 
The Academy operates under the direction of a Board of Directors (the Board).  The Board is responsible 
for carrying out the provisions of the contract with the Sponsor which include, but are not limited to, 
state mandated provisions regarding student populations, curriculum, academic goals, performance 
standards, admissions standards, and qualifications of teachers.   
 

 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The basic financial statements of the Academy have been prepared in conformity with generally 
accepted accounting principles (GAAP) as applied to governmental nonprofit organizations.  The 
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for 
establishing governmental accounting and financial reporting principles.  The more significant of the 
Academy’s accounting policies are described below. 
 
Basis of Presentation

 

 - The Academy’s basic financial statements consist of a Statement of Net Position, 
a Statement of Revenue, Expenses and Change in Net Position, and a Statement of Cash Flows. 
Enterprise fund reporting focuses on the determination of the changes in net position, financial position 
and cash flows. 

The Government Accounting Standards Board identifies the presentation of all financial activity to be 
reported within one enterprise fund for year-ending reporting purposes.  Enterprise accounting is used 
to account for operations that are financed and operated in a manner similar to private business 
enterprise where the intent is that the cost (expense) of providing goods and services to the general 
public on a continuing basis be financed or recovered primarily through user charges. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Measurement Focus and Basis of Accounting

 

 - Enterprise accounting uses a flow of economic resources 
measurement focus. With this measurement focus, all assets and deferred outflows of resources and all 
liabilities and deferred inflows of resources are included on the statement of net position. Operating 
statements present increases (i.e., revenues) and decreases (i.e., expenses) in net total assets. 

Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported 
in the financial statements.  Basis of accounting is used for reporting purposes.  Revenues are 
recognized when they are earned, and expenses are recognized when they are incurred.  

 
Budgetary Process

       

 - Unlike other public schools located in the state of Ohio, community schools are not 
required to follow budgetary provisions set forth in Ohio Revised Code Chapter 5705 (with the exception 
of section 5705.391 – Five Year Forecasts), unless specifically provided for in the Academy’s sponsorship 
agreement. The contract between the Academy and its Sponsor requires a detailed budget for each year 
of the contract. 

Cash and Cash Equivalents

      

 - Cash received by the Academy is reflected as “Cash and Cash Equivalents” 
on the Statement of Net Position.  The Academy did not have any investments during the period ended 
June 30, 2018. 

Estimates

 

 - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported 
in the financial statements and accompanying notes.  Actual results may differ from these estimates. 

Capital Assets and Depreciation

 

 - Capital assets are capitalized at cost.  Donated capital assets are 
recorded at their acquisition values as of the date received.  The costs of additions are capitalized and 
expenditures for repairs and maintenance are expensed when incurred.  When property is sold or 
retired, the related costs and accumulated depreciation are removed from the financial records and any 
gain or loss is included in additions to or deductions from net position. Capital assets were $73,666, as of 
June 30, 2018, net of accumulated depreciation. Depreciation of capital assets is calculated utilizing the 
straight-line method over the estimated useful lives of the assets which are as follows: 

Asset Class     
Computers & Technology Assets  3 years 

Useful Life 

 Furniture, Fixtures, & Equipment         5 years      
 
 
The Academy’s policy for asset capitalization threshold is $5,000. Assets or certain asset groups not 
meeting the capitalization threshold are not capitalized and are not included in the assets represented 
in the accompanying statement of net position. 
 
Intergovernmental Revenues

 

 - The Academy currently participates in the State Foundation Program. 
Revenues received from this program are recognized as operating revenues in the accounting period in 
which all eligibility requirements have been met. 

 

Attachment 26: Audited Financial Statements Page 5914



WRIGHT PREPARATORY ACADEMY - STARK COUNTY, OHIO 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS  
FOR THE FISCAL YEAR ENDED JUNE 30, 2018 

 

18 

 

 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

 
Intergovernmental Revenues - (continued) 

Grants and entitlements are recognized as non-operating revenues in the accounting period in which 
eligibility requirements have been met. 
 
Eligibility requirements include timing requirements, which specify the year when the resources are 
required to be used or the fiscal year when use is first permitted, matching requirements, in which the 
Academy must provide local resources to be used for a specified purpose, and expenditure 
requirements, in which the resources are provided to the Academy on a reimbursement basis. 

 
The Academy also participates in various federal programs passed through the Ohio Department of 
Education. Under the above programs the Academy recorded $968,034 this fiscal year from the State 
Foundation Program and $188,969 from Federal Grants.    

 
Compensated Absences

 

 - Vacation is taken in a manner which corresponds with the school calendar; 
therefore, the Academy does not accrue vacation time as a liability. 

Sick/personal leave benefits are earned by full-time employees at the rate of eight days per year and 
cannot be carried into the subsequent years.  No accrual for sick time is made since unused time is not 
paid to employees upon employment termination. 

 
Accrued Liabilities and Long-term Obligations

 

 - Obligations incurred but unpaid at June 30 are reported 
as accrued liabilities in the accompanying financial statements.  These liabilities consisted of accounts 
payable of $112,822 and accrued expenses of $10,125 at June 30, 2018.  All payables, accrued liabilities 
and long-term obligations are reported in the government-wide financial statements.  Net 
pension/OPEB liability should be recognized in the governmental funds to the extent that benefit 
payments are due and payable and the pension/OPEB plan’s fiduciary net position is not sufficient for 
payment of those benefits. 

Exchange and Non-Exchange Transactions

 

 - Revenue resulting from exchange transactions, in which 
each party gives and receives essentially equal value, is recorded on the accrual basis when the 
exchange takes place. Non-exchange transactions, in which the Academy receives value without directly 
giving equal value in return, include grants, entitlements and donations.  Revenue from grants, 
entitlements and donations is recognized in the fiscal year in which all eligibility requirements have been 
satisfied.  Eligibility requirements include timing requirements, which specify the year when the 
resources are required to be used or the fiscal year when use is first permitted, matching requirements, 
in which the Academy must provide local resources to be used for a specified purpose, and expenditures 
requirements, in which the resources are provided to the Academy on a reimbursement basis. 

Net Position

 

 - Net position represent the difference between assets and liabilities.    Net position is 
reported as restricted when there are limitations imposed on their use through external restriction 
imposed by creditors, grantors, or laws and regulations of other governments.  The Academy applies 
restricted resources when an expense is incurred for purposes for which both restricted and 
unrestricted net position are available. Net position invested in capital assets consist of capital assets, 
net of accumulated depreciation, reduced by the outstanding balances of any borrowings used for the 
acquisition, construction, or improvement of those assets. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Operating Revenues and Expenses

 

 - Operating revenues are those revenues that are generated directly 
from the primary activities of the Academy.  For the Academy, these revenues are primarily the State 
Foundation program.  Operating expenses are necessary costs incurred to provide the good or service 
that is the primary activity of the Academy.  All revenues and expenses not meeting this definition are 
reported as non-operating.  There were no non-operating expenses reported at June 30, 2018. 

Pensions and Other Postemployment Benefit (OPEB)

 

 - For purposes of measuring the net pension/OPEB 
liability, deferred outflows of resources and deferred inflows of resources related to pensions/OPEB, 
and pension/OPEB expense, information about the fiduciary net position of the pension/OPEB plans and 
additions to/deductions from their fiduciary net position have been determined on the same basis as 
they are reported by the pension/OPEB plan.  For this purpose, benefit payments (including refunds of 
employee contributions) are recognized when due and payable in accordance with the benefit terms.  
The pension/OPEB plans report investments at fair value. 

Deferred Outflows/Inflows of Resources

 

 - In addition to assets, the statements of financial position will 
sometimes report a separate section for deferred outflows of resources. Deferred outflows of resources 
represent a consumption of net position that applies to a future period and will not be recognized as an 
outflow of resources (expense/expenditure) until then. For the Academy, deferred outflows of resources 
are reported on the statement of net position for pension and OPEB. The deferred outflows of resources 
related to pension and OPEB are explained in Notes 7 and 8. 

In addition to liabilities, the statements of financial position report a separate section for deferred 
inflows of resources. Deferred inflows of resources represent an acquisition of net position that applies 
to a future period and will not be recognized until that time. For the Academy, deferred inflows of 
resources include pension and OPEB. These amounts are deferred and recognized as an inflow of 
resources in the period the amounts become available.  Deferred inflows of resources related to pension 
and OPEB plans are reported on the statement of net position. 
 
Implementation of New Accounting Principles

 

 - For the fiscal year ended June 30, 2018, the Academy 
has implemented Governmental Accounting Standards Board (GASB) Statement No. 75, Accounting and 
Financial reporting for Postemployment Benefits other than Pensions, GASB Statement No. 81, 
Irrevocable Split-Interest Agreements, GASB Statement No. 85, Omnibus 2017 and GASB Statement No. 
86, Certain Debt Extinguishments. 

GASB Statement No. 75 requires recognition of the entire net postemployment benefits other than 
pensions (other postemployment benefits or OPEB) liability and a more comprehensive measure of 
postemployment benefits expense for OPEB provided to the employees of state and local governmental 
employers through OPEB plans that are administered through trusts or equivalent arrangements. The 
implementation of GASB Statement No. 75 resulted in the inclusion of net OPEB liability and OPEB 
expense components on the accrual financial statements.  See Note 13 below for the effect on net 
position as previously reported. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

 
Implementation of New Accounting Principles (continued) 

GASB Statement No. 81 requires that a government that receives resources pursuant to an irrevocable 
split-interest agreement recognize assets, liabilities, and deferred inflows of resources at the inception 
of the agreement. Furthermore, it requires that a government recognize assets representing its 
beneficial interests in irrevocable split-interest agreements that are administered by a third party, if the 
government controls the present service capacity of the beneficial interests. This Statement also 
requires that a government recognize revenue when the resources become applicable to the reporting 
period.  The implementation of GASB Statement No. 81 did not have an effect on the financial 
statements of the Academy. 
 
GASB Statement No. 85 addresses a variety of topics including issues related to blending component 
units, goodwill, fair value measurement and application, and postemployment benefits. These changes 
were incorporated in the Academy’s fiscal year 2018 financial statements; however, there was no effect 
on beginning net position/fund balance. 
 
GASB Statement No. 86 addresses the reporting and disclosure requirements of certain debt 
extinguishments including in-substance defeasance transactions and prepaid insurance associated with 
debt that is extinguished. The implementation of GASB Statement No. 86 did not have an effect on the 
financial statements of the Academy. 
 

 
NOTE 3 - CASH AND CASH EQUIVALENTS 

The following information classifies deposits by category of risk as defined in GASB Statement No.3 
“Deposits with Financial Institutions, Investments (including Repurchase Agreements) and Reverse 
Repurchase Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk 
Disclosures”. 

 
The Academy maintains its cash balances at one financial institution, PNC Bank, located in Ohio. The 
balances are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying 
account.  At June 30, 2018, the book amount of the Academy’s deposits was $39,155 and the bank 
balance was $41,293.  
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NOTE 4 - RECEIVABLES 

Intergovernmental Receivable

 

 - The Academy has intergovernmental receivables totaling $15,727 at 
June 30, 2018. These receivables represented monies due to the Academy from government sources, 
but not received as of June 30, 2018. 

Grants Receivable

 

 - The Academy had grant receivable balances of federal grant monies totaling $5,018 
at June 30, 2018.   

 
NOTE 5 - CAPITAL ASSETS  

For the period ending June 30, 2018, the Academy’s capital assets consisted of the following: 
 

          

  

Balance    

 
06/30/17 

 
Additions 

 
Deletions 

Balance  

 
06/30/18 

Capital Assets: 
           Furniture, Fixtures, & Equipment 

 
$      98,826  

 
$              -          

 
 $          -  

 
$    98,826         

   Computers  28,043  -  -  28,043  
Total Capital Assets 

 
126,869 

 
- 

 
            -  

 
126,869 

 
          Less Accumulated Depreciation: 

           Furniture, Fixtures, & Equipment  (17,084)  (19,765)  -  (36,849)  
  Computers  (7,006)  (9,348)  -  (16,354)  
Total Accumulated Depreciation 

 
(24,090)   (29,113)               -    (53,203) 

 Capital Assets, Net 
 

$   102,779        $ (29,113)           $          -     $    73,666 
  

 

 
NOTE 6 - RISK MANAGEMENT 

Property & Liability

 

 - The Academy is exposed to various risks of loss related to torts; theft of, damage 
to, and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  During 
the fiscal year ending June 30, 2018, the Academy contracted with The Cincinnati Insurance Company 
for nonprofits and maintained general liability insurance with a $1,000,000 single occurrence limit and 
$2,000,000 annual aggregate and a combined policy aggregate coverage for various liability coverage in 
the amount of $10,000,000. 
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS 

The Academy has contracted with Cambridge Education Partners, LLC to provide all teaching and 
administrative personnel.  Such personnel are employees of Midwest Education Partners, LLC; however, 
the Academy is responsible for monitoring and ensuring that Midwest Education Partners, LLC makes 
pension contributions on its behalf.  The retirement systems consider Midwest Education Partners as 
the “Employer of Record”, however the Academy is ultimately responsible for remitting contributions to 
each of the systems noted below. 
 
Net Pension Liability

 

 - The net pension liability reported on the statement of net position represents a 
liability to employees for pensions. Pensions are a component of exchange transactions-–between an 
employer and its employees—of salaries and benefits for employee services.  Pensions are provided to 
an employee—on a deferred-payment basis—as part of the total compensation package offered by an 
employer for employee services each financial period.  The obligation to sacrifice resources for pensions 
is a present obligation because it was created as a result of employment exchanges that already have 
occurred. 

The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   

 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which pensions are financed; however, the 
Academy does receive the benefit of employees’ services in exchange for compensation including 
pension.   
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded 
liabilities within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must 
propose corrective action to the State legislature.  Any resulting legislative change to benefits or funding 
could significantly affect the net pension liability.   Resulting adjustments to the net pension liability 
would be effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension 
liability on the accrual basis of accounting.  Any liability for the contractually-required pension 
contribution outstanding at the end of the year is included in accrued expenses on the accrual basis of 
accounting. 
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (CONTINUED) 

School Employees Retirement System (SERS) 
 
Plan Description – The Academy’s non-teaching employees participate in SERS, a cost-sharing multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability and 
survivor benefits, annual cost-of-living adjustments, and death benefits to plan members and 
beneficiaries.  Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 
3309.  SERS issues a publicly available, stand-alone financial report that includes financial statements, 
required supplementary information and detailed information about SERS’ fiduciary net position.  That 
report can be obtained by visiting the SERS website at www.ohsers.org under Employers/Audit 
Resources.  
 
Age and service requirements for retirement are as follows: 

 

  
Eligible to Retire before 

 
Eligible to Retire on or after 

  
August 1, 2017* 

 
August 1, 2017 

Full Benefits 
 

Any age with 30 years of service credit 
 

Age 67 with 10 years of service credit; or 

    
Age 57 with 30 years of service credit 

Actuarially Reduced 
 

Age 60 with 5 years of service credit 
 

Age 62 with 10 years of service credit; or 
Benefits 

 
Age 55 with 25 years of service credit 

 
Age 60 with 25 years of service credit 

     *Members with 25 years of service credit as of August 1, 2017, will be included in this plan. 
 

Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first thirty years of service and 2.5 percent for years 
of service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
One year after an effective benefit date, a benefit recipient is entitled to a 2.5 percent cost-of-living 
adjustment (COLA).  This same COLA is added each year to the base benefit amount on the anniversary 
date of the benefit. 

 
Funding Policy

 

 – Plan members are required to contribute 10 percent of their annual covered salary and 
the Academy is required to contribute 14 percent of annual covered payroll.  The contribution 
requirements of plan members and employers are established and may be amended by the SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent 
for employers.  The Retirement Board, acting with the advice of the actuary, allocates the employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare 
B Fund, and Health Care Fund).  For the fiscal year ended June 30, 2018, the allocation to pension, death 
benefits, and Medicare B was 13.5 percent.  The remaining 0.5 percent of the employer contribution 
rate was allocated to the Health Care Fund. 

The Academy’s contractually required contribution to SERS was $18,540 for fiscal year 2018. 
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued) 

State Teachers Retirement System (STRS) 
 
Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 
3307.  The DB plan offers an annual retirement allowance based on final average salary multiplied by a 
percentage that varies based on years of service.  Effective August 1, 2015, the calculation will be 2.2 
percent of final average salary for the five highest years of earnings multiplied by all years of service. 
Effective July 1, 2017 the cost-of-living adjustment was reduced to zero.  Members are eligible to retire 
at age 60 with five years of qualifying service credit, or age 55 with 26 years of service, or 31 years of 
service regardless of age.  Eligibility changes will be phased in until August 1, 2026, when retirement 
eligibility for unreduced benefits will be five years of service credit and age 65, or 35 years of service 
credit and at least age 60.  
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and 
termination of employment.  The member may elect to receive a lifetime monthly annuity or a lump 
sum withdrawal.   

 
The Combined Plan offers features of both the DB Plan and the DC Plan.  In the Combined Plan, 12 
percent of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to 
the DB Plan.  Member contributions to the DC Plan are allocated among investment choices by the 
member, and contributions are to the DB Plan from the employer and the member are used to fund the 
defined benefit payment at a reduced level from the regular DB Plan.  The defined benefit portion of the 
Combined Plan payment is payable to a member on or after age 60 with five years of service.  The 
defined contribution portion of the account may be taken as a lump sum payment or converted to a 
lifetime monthly annuity after termination of employment at age 50 or later. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or 
transfer to another STRS plan.  The optional annuitization of a member’s defined contribution account 
or the defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in 
STRS bearing the risk of investment gain or loss on the account.  STRS has therefore included all three 
plan options in GASB 68 schedules of employer allocation and pension amounts by employer.   
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued) 

State Teachers Retirement System (STRS) 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit that apply for disability benefits.  Members in the DC Plan who 
become disabled are entitled only to their account balance.  If a member of the DC Plan dies before 
retirement benefits begin, the member’s designated beneficiary is entitled to receive the member’s 
account balance.  
 
 Funding Policy

 

 – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2018, plan members were required to contribute 14 percent of their annual covered salary. The 
Academy was required to contribute 14 percent; the entire 14 percent was the portion used to fund 
pension obligations.  The fiscal year 2018 contribution rates were equal to the statutory maximum rates. 

The Academy’s contractually required contribution to STRS was $69,181 for fiscal year 2018.   
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions
 

  

The net pension liability was measured as of June 30, 2017, and the total pension liability used to 
calculate the net pension liability was determined by an independent actuarial valuation as of that date. 
The Academy’s employer allocation percentage of the net pension liability was based on the employer's 
share of employer contributions in the pension plan relative to the total employer contributions of all 
participating employers. Following is information related to the proportionate share and pension 
expense: 
 

SERS STRS Total
Proportion of the Net Pension Liability
  Prior Measurement Date 0.00000000% 0.00000000%
Proportion of the Net Pension Liability
  Current Measurement Date 0.00467290% 0.00316684%

Change in Proportionate Share 0.00467290% 0.00316684%

Proportionate Share of the Net Pension
  Liability 279,195$          752,290$          1,031,485$       
Pension Expense 65,339$             (104,798)$         (39,459)$            
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued) 

State Teachers Retirement System (STRS) (Continued) 
 

 

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions 

Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due 
to the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, changes in assumptions and changes in the Academy’s proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods. The difference between projected and actual investment 
earnings is recognized in pension expense using a straight-line method over a five-year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight-line method. 
Employer contributions to the pension plan subsequent to the measurement date are also required to 
be reported as a deferred outflow of resources. 
 
At June 30, 2018, the Academy reported deferred outflows of resources and no deferred inflows of 
resources related to pensions from the following sources:  
 

SERS STRS Total
Deferred Outflows of Resources
Differences between expected and
  actual experience 12,017$             29,052$             41,069$             
Changes of assumptions 14,437               164,534             178,971             
Changes in proportion and differences
    between contributions and proportionate
    share of contributions 209,132             743,355             952,487             
Academy contributions subsequent to the 
  measurement date 18,540               69,181               87,721               

Total Deferred Outflows of Resources 254,126$          1,006,122$       1,260,248$       

Deferred Inflows of Resources
Differences between expected and
  actual experience -$                       6,063$               6,063$               
Net difference between projected and
  actual earnings on pension plan investments 1,324                 24,828               26,152               

Total Deferred Inflows of Resources 1,324$               30,891$             32,215$             
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued) 

State Teachers Retirement System (STRS) (Continued) 
 

 

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions (Continued) 

$87,721 reported as deferred outflows of resources related to pension resulting from Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the year ending June 30, 2019.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to pension will be recognized in pension expense as follows:  
 

SERS STRS Total
Fiscal Year Ending June 30:

2019 86,590$             219,695$           306,285$          
2020 92,394               253,469             345,863             
2021 61,785               233,905             295,690             
2022 (6,507)                198,981             192,474             
2023 -                          -                          -                          

Thereafter -                          -                          -                          

Total 234,262$          906,050$           1,140,312$       

 
 
Actuarial Assumptions – SERS

 

 - SERS’ total pension liability was determined by their actuaries in 
accordance with GASB Statement No. 67, as part of their annual actuarial valuation for each defined 
benefit retirement plan.  Actuarial valuations of an ongoing plan involve estimates of the value of 
reported amounts (e.g., salaries, credited service) and assumptions about the probability of occurrence 
of events far into the future (e.g., mortality, disabilities, retirements, employment termination).  
Actuarially determined amounts are subject to continual review and potential modifications, as actual 
results are compared with past expectations and new estimates are made about the future. 

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point.  The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.   

 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant.  In many cases actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued) 

 
Actuarial Assumptions – SERS (continued) 

Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2017, are presented below: 
 
 

Wage Inflation 3.00 percent 
Future Salary Increases, including 
inflation 3.50 percent to 18.20 percent 
COLA or Ad Hoc COLA 2.5 percent 

Investment Rate of Return 
7.50 percent net of investment expense, including 
inflation 

Actuarial Cost Method Entry Age Normal (Level Percent of Payroll) 
 
Prior to 2017, as assumption of 3 percent was used for COA of Ad Hoc COLA. 
 
The mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational 
projection and Scale BB, 120% of male rates and 110% of female rates is used to evaluate allowances to 
be paid. The RP-2000 Disabled Mortality Table with 90% for male rates and 100% for female rates set 
back five years is used for the period after disability retirement.  
 
The most recent experience study was completed June 30, 2015.   
 
The long-term return expectation for the Pension Plan Investments has been determined using a 
building-block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating an arithmetic weighted averaged of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the expected return from rebalancing uncorrelated asset classes. The target allocation and best 
estimates of arithmetic real rates of return for each major asset class are summarized in the following 
table: 

 
              

  
 

Target 
 

Long Term Expected 
Asset Class 

 
Allocation 

 
Real Rate of Return 

Cash 
 

1.00  % 
  

0.50  % 

US Stocks 
 

22.50  
   

4.75    

Non-US Stocks 
 

22.50  
   

7.00    

Fixed Income 
 

19.00  
   

1.50    

Private Equity 
 

10.00  
   

8.00    

Real Assets 
 

15.00  
   

5.00    

Multi-Asset Strategies 
 

10.00  
   

3.00    

  
      

  

    100.00  %         
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued) 

 
Actuarial Assumptions – SERS (continued) 

Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute. Projected inflows from investment earning were calculated using the long-term assumed 
investment rate of return (7.50 percent). Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long term expected rate of return on pension plan investment was applied to all periods of 
projected benefits to determine the total net pension liability. 

 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the 
Discount Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the 
potential impact the following table presents the net pension liability calculated using the discount rate 
of 7.50 percent, as well as what each plan’s net pension liability would be if it were calculated using a 
discount rate that is one percentage point lower (6.50 percent), or one percentage point higher (8.50 
percent) than the current rate.    
 

Current
1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)
Academy's proportionate share
  of the net pension liability 387,451$          279,195$           188,510$           

 
Actuarial Assumptions – STRS

 

 - Key methods and assumptions used in the latest actuarial valuation, 
reflecting experience study results used in the July 1, 2017, actuarial valuation, compared with July 1, 
2016 are presented below:      

                    

July 1, 2017
Inflation 2.50 percent
Projected salary increases 2.50 percent at age 65 to 12.50 percent at age 20
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3 percent
Cost-of-Living Adjustments 0.0 percent, effective July 1, 2017
  (COLA)

July 1, 2016
Inflation 2.75 percent
Projected salary increases 2.75 percent at age 70 to 12.25 percent at age 20
Investment Rate of Return 7.75 percent, net of investment expenses, including inflation
Payroll Increases 3.5 percent
Cost-of-Living Adjustments 2 percent simple applied as follows:  for members retiring before
  (COLA) August 1, 2013, 2 percent per year; for members retiring August 1, 2013,

 or later, 2 percent COLA paid on fifth anniversary of retirement date.
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued) 

 
Actuarial Assumptions – STRS (continued) 

For July 1, 2017, actuarial valuations, post-retirement mortality rates for healthy retirees are based on 
the RP-2014 Annuitant Mortality Table with 50% of rates through age 69, 70% of rates between ages 70 
and 79, 90% of rates between ages 80 and 84, and 100% of rates thereafter, projected forward 
generationally using mortality improvement scale MP-2016.  Post-retirement disabled mortality rates 
are based on the RP-2014 Disabled Mortality Table with 90% of rates for males and 100% of rates for 
females, projected forward generationally using mortality improvement scale MP-2016.  Pre-retirement 
mortality rates are based on RP-2014 Employee Mortality Table, projected forward generationally using 
mortality improvement scale MP-2016. 
 
For the July 1, 2016 actuarial valuation, mortality rates were based on the RP-2000 Combined Mortality 
Table (Projection 2022—Scale AA) for Males and Females.  Males’ ages are set-back two years through 
age 89 and no set-back for age 90 and above.  Females younger than age 80 are set back four years, one 
year set back from age 80 through 89, and no set back from age 90 and above.    
 
Actuarial assumptions used in the July 1 2017, valuation are based on the results of an actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  Actuarial assumptions used in the 
June 30, 2016, valuation are based on the results of an actuarial experience study, effective July 1, 2012. 
 
STRS Ohio’s investment consultant develops an estimate range for the investment return assumption 
based on the target allocation adopted by the Retirement Board. The target allocation and long-term 
expected rate of return for each major asset class are summarized as follows: 

 
  

 
          

  
 

Target 
 

Long Term Expected 
Asset Class 

 
Allocation 

 
Real Rate of Return* 

Domestic Equity 
 

28.00  % 
  

7.35  % 
International Equity 

 
23.00  

   
7.55    

Alternatives 
 

17.00  
   

7.09    
Fixed Income 

 
21.00  

   
3.00    

Real Estate 
 

10.00  
   

6.00    
Liquidity Reserves 

 
1.00  

   
2.25    

  
      

  
Total   100.00  %       

  
 
* 10-Year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25% and does not include investment expenses. Over a 30-year period, STRS Ohio’s investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management.  
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued) 

 
Actuarial Assumptions – STRS (continued) 

Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2017. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate 
increases described above. For this purpose, only employer contributions that are intended to fund 
benefits of current plan members and their beneficiaries are included.  Projected employer 
contributions that are intended to fund the service costs of future plan members and their beneficiaries, 
as well as projected contributions from future plan members, are not included.   
 
Based on those assumptions, STRS’ fiduciary net position was projected to be available to make all 
projected future benefit payments to current plan members as of June 30, 2017.  Therefore, the long-
term expected rate of return on pension plan investments of 7.45 percent was applied to all periods of 
projected benefit payment to determine the total pension liability as of June 30, 2017. 
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the 
Discount Rate The following table presents the Academy's proportionate share of the net pension 
liability calculated using the current period discount rate assumption of 7.45 percent, as well as what 
the Academy's proportionate share of the net pension liability would be if it were calculated using a 
discount rate that is one-percentage-point lower (6.45 percent) or one-percentage-point higher (8.45 
percent) than the current rate:  
 

Current
1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)
Academy's proportionate share
  of the net pension liability 1,078,382$       752,290$          477,606$           

 
Benefit Term Changes Since the Prior Measurement Date - Effective July 1, 2017, the COLA was reduced 
to zero.  
 

 
NOTE 8 – DEFINED BENEFIT OPEB PLANS 

Net OPEB Liability

 

 - The net OPEB liability reported on the statement of net position represents a 
liability to employees for OPEB. OPEB is a component of exchange transactions-–between an employer 
and its employees—of salaries and benefits for employee services.  OPEB are provided to an 
employee—on a deferred-payment basis—as part of the total compensation package offered by an 
employer for employee services each financial period.  The obligation to sacrifice resources for OPEB is a 
present obligation because it was created as a result of employment exchanges that already have 
occurred. 
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NOTE 8 – DEFINED BENEFIT OPEB PLANS (continued) 

 
Net OPEB Liability (continued) 

The net OPEB liability represents the Academy’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB liability calculation is dependent on critical long-term 
variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting these estimates annually.   

 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which OPEB are financed; however, the 
Academy does receive the benefit of employees’ services in exchange for compensation including OPEB.  
 
GASB 75 assumes the liability is solely the obligation of the employer, because they benefit from 
employee services.  OPEB contributions come from these employers and health care plan enrollees 
which pay a portion of the health care costs in the form of a monthly premium.  The Ohio revised Code 
permits, but does not require the retirement systems to provide healthcare to eligible benefit recipients. 
Any change to benefits or funding could significantly affect the net OPEB liability. Resulting adjustments 
to the net OPEB liability would be effective when the changes are legally enforceable. The retirement 
systems may allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB liability 
on the accrual basis of accounting.  Any liability for the contractually-required OPEB contribution 
outstanding at the end of the year is included in intergovernmental payable on both the accrual and 
modified accrual basis of accounting.   
 

 
School Employees Retirement System (SERS) 

Health Care Plan Description - The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered 
a cost-sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the death of a member or retiree, are eligible for SERS’ health care coverage. Most retirees and 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self-insured preferred 
provider organization for its non-Medicare retiree population. For both groups, SERS offers a self-
insured prescription drug program. Health care is a benefit that is permitted, not mandated, by statute.  
The financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which 
can be obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
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NOTE 8 – DEFINED BENEFIT OPEB PLANS (continued) 

 
School Employees Retirement System (SERS) (continued) 

Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with 
Internal Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or 
discontinue any health plan or program. Active employee members do not contribute to the Health Care 
Plan.  The SERS Retirement Board established the rules for the premiums paid by the retirees for health 
care coverage for themselves and their dependents or for their surviving beneficiaries.  Premiums vary 
depending on the plan selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required pensions and benefits, the 
Retirement Board may allocate the remainder of the employer contribution of 14 percent of covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2018, .5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro-rated if 
less than a full year of service credit was earned. For fiscal year 2018, this amount was $23,700. Statutes 
provide that no employer shall pay a health care surcharge greater than 2 percent of that employer’s 
SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the total statewide 
SERS-covered payroll for the health care surcharge.  For fiscal year 2018, the Academy’s surcharge 
obligation was $2,380.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The Academy’s contractually required contribution to SERS 
was $3,067 for fiscal year 2018.   Of this amount $0 is reported as an intergovernmental payable.  
 

 
State Teachers Retirement System (STRS) 

Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing 
Health Plan administered for eligible retirees who participated in the defined benefit or combined 
pension plans offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include 
hospitalization, physicians’ fees, prescription drugs and partial reimbursement of monthly Medicare Part 
B premiums.  Medicare Part B premium reimbursements will be discontinued effective January 1, 2020.  
The Plan is included in the report of STRS which can be obtained by visiting www.strsoh.org

 

 or by calling 
(888) 227-7877. 

Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be 
absorbed by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all 
health care plan enrollees, for the most recent year, pay a portion of the health care costs in the form of 
a monthly premium.  Under Ohio law, funding for post-employment health care may be deducted from 
employer contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 
2018, STRS did not allocate any employer contributions to post-employment health care.   
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NOTE 8 – DEFINED BENEFIT OPEB PLANS (continued) 

OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB (continued) 
 
The net OPEB liability was measured as of June 30, 2017, and the total OPEB liability used to calculate 
the net OPEB liability was determined by an actuarial valuation as of that date. The Academy's 
proportion of the net OPEB liability was based on the Academy's share of contributions to the respective 
retirement systems relative to the contributions of all participating entities.  Following is information 
related to the proportionate share and OPEB expense: 
 

SERS STRS Total
Proportion of the Net OPEB Liability
  Prior Measurement Date 0.00000000% 0.00000000%
Proportion of the Net OPEB Liability
  Current Measurement Date 0.00438060% 0.00316684%

Change in Proportionate Share 0.00438060% 0.00316684%

Proportionate Share of the Net OPEB
  Liability 117,564$          123,558$          241,122$          
OPEB Expense 40,223$             (13,508)$           26,715$              

 
At June 30, 2018, the Academy reported deferred outflows of resources and deferred inflows of 
resources related to OPEB from the following sources:  
 

SERS STRS Total
Deferred Outflows of Resources
Differences between expected and
  actual experience -$                       7,132$               7,132$               
Changes in proportion and differences
    between contributions and proportionate
    share of contributions 91,655               145,168             236,823             
Academy contributions subsequent to the 
  measurement date 3,067                 -                          3,067                 

Total Deferred Outflows of Resources 94,722$             152,300$          247,022$          

Deferred Inflows of Resources
Changes of assumptions 11,156$             9,953$               21,109$             
Net difference between projected and
  actual earnings on OPEB plan investments 310                    5,281                 5,591                 

Total Deferred Inflows of Resources 11,466$             15,234$             26,700$             
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NOTE 8 – DEFINED BENEFIT OPEB PLANS (continued) 

OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB (continued) 
 
$3,067 reported as deferred outflows of resources related to OPEB resulting from Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net OPEB 
liability in the year ending June 30, 2019.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to OPEB will be recognized in OPEB expense as follows:  
 

SERS STRS Total
Fiscal Year Ending June 30:

2019 29,088$             22,405$             51,493$             
2020 29,088               22,405                51,493               
2021 22,089               22,405                44,494               
2022 (76)                     22,404                22,328               
2023 -                          23,725                23,725               

Thereafter -                          23,722                23,722               

Total 80,189$             137,066$           217,255$          
 

 

 
Actuarial Assumptions - SERS 

The total OPEB liability is determined by SERS’ actuaries in accordance with GASB Statement No. 74, as 
part of their annual actuarial valuation for each retirement plan. Actuarial valuations of an ongoing plan 
involve estimates of the value of reported amounts (e.g., salaries, credited service) and assumptions 
about the probability of occurrence of events far into the future (e.g., mortality, disabilities, retirements, 
employment terminations). Actuarially determined amounts are subject to continual review and 
potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point. The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
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NOTE 8 – DEFINED BENEFIT OPEB PLANS (continued) 

 
Actuarial Assumptions – SERS (continued) 

Key methods and assumptions used in calculating the total OPEB liability in the latest actuarial valuation 
date of June 30, 2017, are presented below: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investments

expense, including inflation
Municipal Bond Index Rate:
    Measurement Date 3.56 percent
    Prior Measurement Date 2.92 percent
Single Equivalent Interest Rate, net of plan investment expense,
 including price inflation
    Measurement Date 3.63 percent
    Prior Measurement Date 2.98 percent
Medical Trend Assumption
    Medicare 5.50 to 5.00 percent
    Pre-Medicare 7.50 to 5.00 percent  

 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The most recent experience study was completed for the five year period ended June 30, 2015.   
 
The long-term expected rate of return on plan assets is reviewed as part of the actuarial five-year 
experience study. The most recent study covers fiscal years 2010 through 2015, and was adopted by the 
Board on April 21, 2016. Several factors are considered in evaluating the long-term rate of return 
assumption including long-term historical data, estimates inherent in current market data, and a log-
normal distribution analysis in which best-estimate ranges of expected future real rates of return were 
developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long-term expected rate of return, 7.50 percent, by weighting the expected future real 
rates of return by the target asset allocation percentage and then adding expected inflation. The capital 
market assumptions developed by the investment consultant are intended for use over a 10-year 
horizon and may not be useful in setting the long-term rate of return for funding pension plans which 
covers a longer timeframe. The assumption is intended to be a long-term assumption and is not 
expected to change absent a significant change in the asset allocation, a change in the inflation 
assumption, or a fundamental change in the market that alters expected returns in future years. 
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NOTE 8 – DEFINED BENEFIT OPEB PLANS (continued) 

 
Actuarial Assumptions – SERS (continued) 

The target asset allocation and best estimates of arithmetic real rates of return for each major asset 
class, as used in the June 30, 2015 five-year experience study, are summarized as follows: 
 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return

 
 

Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2017 was 3.63 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2017 was 2.98 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be 
made from members and the System at the state statute contribution rate of 2.00 percent of projected 
covered employee payroll each year, which includes a 1.50 percent payroll surcharge and 0.50 percent 
of contributions from the basic benefits plan. Based on these assumptions, the OPEB plan’s fiduciary net 
position was projected to become insufficient to make future benefit payments during the fiscal year 
ending June 30, 2025. Therefore, the long-term expected rate of return on OPEB plan assets was used to 
present value the projected benefit payments through the fiscal year ending June 30, 2024 and the 
Fidelity General Obligation 20-year Municipal Bond Index rate of 3.56 percent, as of June 30, 2017 (i.e. 
municipal bond rate), was used to present value the projected benefit payments for the remaining years 
in the projection. The total present value of projected benefit payments from all years was then used to 
determine the single rate of return that was used as the discount rate. The projection of future benefit 
payments for all current plan members was until the benefit payments ran out. 
 
Sensitivity of the Academy's Proportionate Share of the Net OPEB Liability to Changes in the Discount 
Rate and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in 
the discount rate and the health care cost trend rate. The following table presents the net OPEB liability 
of SERS, what SERS' net OPEB liability would be if it were calculated using a discount rate that is 1 
percentage point lower (2.63%) and higher (4.63%) than the current discount rate (3.63%). Also shown is 
what SERS' net OPEB liability would be based on health care cost trend rates that are 1 percentage point 
lower (6.5% decreasing to 4.0%) and higher (8.5% decreasing to 6.0%) than the current rate. 
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NOTE 8 – DEFINED BENEFIT OPEB PLANS (continued) 

 
Actuarial Assumptions – SERS (continued) 

Current
1% Decrease Discount Rate 1% Increase

(2.63%) (3.63%) (4.63%)
Academy's proportionate share
  of the net OPEB liability 141,973$             117,564$            98,225$               

Current
1% Decrease Trend Rate 1% Increase

(6.5 % decreasing (7.5 % decreasing (8.5 % decreasing
to 4.0%) to 5.0%) to 6.0%)

Academy's proportionate share
  of the net OPEB liability 95,394$               117,564$            146,906$              

 

 
Actuarial Assumptions – STRS 

Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2017, actuarial valuation are presented below:   

 
Inflation 2.50 percent
Projected salary increases 12.50 percent at age 20 to 

 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment

 expenses, including inflation
Payroll Increases 3 percent
Cost-of-Living Adjustments 0.0 percent, effective July 1, 2017
  (COLA)
Blended Discount Rate of Return 4.13 percent
Health Care Cost Trends 6 to 11 percent initial, 4.5 percent ultimate  

 
Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates 
between ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using 
mortality improvement scale MP-2016. For disabled retirees, mortality rates are based on the RP-2014 
Disabled Mortality Table with 90 percent of rates for males and 100 percent of rates for females, 
projected forward generationally using mortality improvement scale MP-2016. 
 
Actuarial assumptions used in the June 30, 2017, valuation are based on the results of an actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  
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NOTE 8 – DEFINED BENEFIT OPEB PLANS (continued) 

 
Actuarial Assumptions – STRS (continued) 

Since the prior measurement date, the discount rate was increased from 3.26 percent to 4.13 percent 
based on the methodology defined under GASB Statement No. 74, Financial Reporting for 
Postemployment Benefit Plans Other Than Pension Plans (OPEB) and the long term expected rate of 
return was reduced from 7.75 percent to 7.45 percent. Valuation year per capita health care costs were 
updated, and the salary scale was modified. The percentage of future retirees electing each option was 
updated based on current data and the percentage of future disabled retirees and terminated vested 
participants electing health coverage were decreased. The assumed mortality, disability, retirement, 
withdrawal and future health care cost trend rates were modified along with the portion of rebated 
prescription drug costs. 
 
Also since the prior measurement date, the subsidy multiplier for non-Medicare benefit recipients was 
reduced from 2.1 percent to 1.9 percent per year of service. Medicare Part B premium reimbursements 
were discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 2019.  Subsequent to the current measurement 
date, the date for discontinuing remaining Medicare Part B premium reimbursements was extended to 
January 2020. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long-term expected 
rate of return for each major asset class are summarized as follows:  
 

Target
Asset Class Allocation

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

* 10 year annualized geometric nominal returns, which  include the 
real rate of return and inflation of 2.25 percent and does not include 
investment expenses.  Over a 30-year period, STRS' investment
consultant indicates that the above target allocations should
generate a return above the actual rate of return, without net
value added by management.

Long-Term Expected
Rate of Return *
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NOTE 8 – DEFINED BENEFIT OPEB PLANS (continued) 

 
Actuarial Assumptions – STRS (continued) 

Discount Rate The discount rate used to measure the total OPEB liability was 4.13 percent as of June 30, 
2017. The projection of cash flows used to determine the discount rate assumes STRS Ohio continues to 
allocate no employer contributions to the health care fund. Based on these assumptions, the OPEB 
plan’s fiduciary net position was not projected to be sufficient to make all projected future benefit 
payments of current plan members. The OPEB plan’s fiduciary net position was projected to become 
insufficient to make future benefit payments during the fiscal year ending June 30, 2037.  Therefore, the 
long-term expected rate of return on OPEB plan assets was used to determine the present value of the 
projected benefit payments through the fiscal year ending June 30, 2036 and the Bond Buyer 20-year 
municipal bond rate of 3.58 percent as of June 30, 2017 (i.e. municipal bond rate), was used to 
determine the present value of the projected benefit payments for the remaining years in the 
projection.  The total present value of projected benefit payments from all years was then used to 
determine the single rate of return that was used as the discount rate. The blended discount rate of 4.13 
percent, which represents the long-term expected rate of return of 7.45 percent for the funded benefit 
payments and the Bond Buyer 20-year municipal bond rate of 3.58 percent for the unfunded benefit 
payments, was used to measure the total OPEB liability as of June 30, 2017.  A blended discount rate of 
3.26 percent which represents the long term expected rate of return of 7.75 percent for the funded 
benefit payments and the Bond Buyer 20-year municipal bond rate of 2.85 percent for the unfunded 
benefit payments was used to measure the total OPEB liability at June 30, 2016. 
 
Sensitivity of the Academy’s Proportionate Share of the Net OPEB Liability to Changes in the Discount 
and Health Care Cost Trend Rate The following table represents the net OPEB liability as of June 30, 
2017, calculated using the current period discount rate assumption of 4.13 percent, as well as what the 
net OPEB liability would be if it were calculated using a discount rate that is one percentage point lower 
(3.13 percent) or one percentage point higher (5.13 percent) than the current assumption. Also shown is 
the net OPEB liability as if it were calculated using health care cost trend rates that are one percentage 
point lower or one percentage point higher than the current health care cost trend rates. 
 

Current
1% Decrease Discount Rate 1% Increase

(3.13%) (4.13%) (5.13%)
Academy's proportionate share
  of the net OPEB liability 165,875$          123,558$          90,114$             

Current
1% Decrease Trend Rate 1% Increase

Academy's proportionate share
  of the net OPEB liability 85,843$             123,558$          173,196$           
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NOTE 9 - CONTINGENCIES  

Grants

 

 - The Academy received financial assistance from federal and state agencies in the form of 
grants.  Amounts received from grantor agencies are subject to audit and adjustment by the grantor.  
Any disallowed costs may require refunding to the grantor.  Amounts which may be disallowed, if any, 
are not presently determinable.  However, in the opinion of the Academy, any such adjustments will not 
have a material adverse effect on the financial position of the Academy.  

Litigation
 

 - There are currently no matters in litigation with the Academy as defendant. 

School Foundation

 

 - School foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by 
schools throughout the State, which can extend past the fiscal year end.  

Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal 
year end that may result in an additional adjustment to the enrollment information as well as claw backs 
of Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE performed such a review on the Academy for fiscal year 2018.  

 
As of the date of this report, additional ODE adjustments for fiscal year 2018 are not finalized.  As a 
result, the impact of future FTE adjustments on the fiscal year 2018 financial statements is not 
determinable, at this time. Management believes this may result in either an additional receivable to, or 
a liability of, the Academy. 

 
In addition, the Academy’s contracts with their Sponsor and Management Company require payment 
based on revenues received from the State.  As discussed above, additional FTE adjustments for fiscal 
year 2018 are not finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 
2018 financial statements, related to additional reconciliation necessary with these contracts, is not 
determinable.  Management believes this may result in either an additional receivable to, or liability of, 
the Academy.   
 

 
NOTE 10 - SPONSOR AND MANAGEMENT CONTRACTS 

Sponsor

 

 - The Academy contracted with St. Aloysius Orphanage as its sponsor and oversight services, 
monitoring and technical assistance.  Sponsorship fees are calculated as a three percent of state funds 
received by the Academy from the State of Ohio. For the fiscal year ended June 30, 2018, the total 
sponsorship fees paid totaled $28,387. 

Management Company

 

 - The Academy entered into an agreement with Cambridge Education Group 
LLC, a local nonprofit management company, to provide management and day-to-day operational 
functions for fiscal year 2018. The agreement was for a period of two years beginning July 1, 2016, and 
automatically renewed for an additional five year period beginning July 1, 2018. Management fees are 
calculated as 18% of the total qualified gross revenues. The total amount paid by the Academy for the 
fiscal year ending June 30, 2018 was $178,085 and is included under “Purchased Services” on the 
Statement of Revenues, Expenses and Change in Net Position.   
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NOTE 10 - SPONSOR AND MANAGEMENT CONTRACTS (continued) 

In addition to the continuing fee described above, the Academy will reimburse Cambridge for its payroll 
and other costs eligible for reimbursement. Cambridge acknowledges that pursuant to Ohio law, 
Company's State Teachers Retirement System ("STRS") and State Employees Retirement System ("SERS") 
contributions on behalf of the Company employees employed at the Academy will be withheld by the 
State of Ohio. 
 
The Academy had purchased service expenses for the year ended June 30, 2018 to Cambridge of 
$562,575 for salaries and benefits and $178,085 for management fees.   At February 28, 2018, the 
Academy owed Cambridge $518,935 for services and advances made to the Academy. The total amount 
owed at February 28, 2018 was forgiven by Cambridge. Effective March 1, 2018 the Academy and 
Cambridge agreed to assign the management agreement to Accel Schools Ohio, LLC.  
 

 
NOTE 11 – MANAGEMENT COMPANY EXPENSES 

As of June 30, 2018, Cambridge Education Group LLC and its affiliates incurred the following expenses on 
behalf of the Academy: 
 

Regular 
Instruction

(1100 Function 
codes)

Special 
Instruction

(1200 Function 
codes)

Other 
Instruction

(1400 and 1900 
Function Codes)

Support 
Services

(2000 Function 
Codes)

Non-Instructional 
(3000 through 
7000 Function 

Codes)

Total

Direct expenses: 
Salaries & wages (100 object codes) 226,338$        47,635$          2,833$               118,454$        -$                     395,260$    
Employees’ benefits (200 object codes) 19,805            4,583              404                    10,890            -                       35,682        
Professional & technical services (410 object codes) -                  -                  -                    -                  2,467                   2,467          
Travel (430 object codes) -                  -                  -                    -                  4,950                   4,950          
Communications (440 object codes) -                  -                  -                    -                  863                      863             
Contracted craft or trade services (460 object codes) -                  -                  -                    -                  2,776                   2,776          
Supplies (500 object codes) 308                 -                  -                    -                  2,005                   2,313          
Other direct costs (All other object codes) -                  -                  -                    -                  3,701                   3,701          

Overhead -                  -                  -                    42,208            24,486                 66,694        
  
Total expenses 246,451$        52,218$          3,238$               171,551$        41,247$               514,706$    

 
 
Cambridge charges overhead expenses benefiting more than one school on a pro-rated basis based on 
full time equivalents (FTE) headcount as of June 30, 2018 for each school it manages. 
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NOTE 12 - LEASE OBLIGATIONS 

In June 2016, the Academy entered into a lease agreement with 1500 Superior, LLC for the Academy 
premises.  The initial lease term is for two years with a renewal option of two additional five-year terms. 
From July 2016 through June 2021. The base rent is $9,000 per month. Effective January 1, 2018 the 
Academy signed a amendment to the lease agreement which reduced the monthly rent to $8,500. 
 
Future lease obligations are as follows: 

 
FY 2019                                                                         $     102,000 
FY 2020 $     102,000 
FY 2021 

              Total   $     306,000 
$     102,000 

 

 
NOTE 13 – CHANGE IN ACCOUNTING PRINCIPLE 

GASB 75 established standards for measuring and recognizing Postemployment benefit liabilities, 
deferred outflows of resources, deferred inflows of resources and expense/expenditure.  The 
implementation of this pronouncement had the following effect on net position as reported June 30, 
2017: 
 

Net Position June 30, 2017 (125,047)$      

Adjustments:
Net OPEB liability -                  
Deferred Outflow - Payments Subsequent to Measurement Date 2,848              

Restated Net Position June 30, 2017 (122,199)$      

 
Other than employer contributions subsequent to the measurement date, the School made no 
restatement for deferred inflows/outflows of resources as the information needed to generate these 
restatements was not available.    
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2018

Academy's Proportion of the Net Pension
Liability 0.00467290%

Academy's Proportionate Share of the Net
Pension Liability 279,195$           

Academy's Covered Payroll 145,757$           

Academy's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 191.55%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 69.50%

(1) Information prior to 2018 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 
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2018
Academy's Proportion of the Net Pension

Liability 0.00316684%

Academy's Proportionate Share of the Net
Pension Liability 752,290$             

Academy's Covered Payroll 349,729$             

Academy's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 215.11%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 75.30%

(1) Information prior to 2018 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 
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2018 2017

Contractually Required Contribution 18,540$             20,406$             

Contributions in Relation to the 
Contractually Required Contribution (18,540)              (20,406)              

Contribution Deficiency (Excess) -                     -                     

Academy Covered Payroll 137,333$          145,757$          

Contributions as a Percentage of
Covered Payroll 13.50% 14.00%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of   
      years' will be displayed as it becomes available. 
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2018 2017

Contractually Required Contribution 69,181$               48,962$               

Contributions in Relation to the 
Contractually Required Contribution (69,181)                (48,962)                

Contribution Deficiency (Excess) -$                     -$                     

Academy Covered Payroll 494,150$             349,729$             

Contributions as a Percentage of
Covered Payroll 14.00% 14.00%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of in   
      years' will be displayed as it becomes available. 
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2018
Academy's Proportion of the Net OPEB

Liability 0.0043806%

Academy's Proportionate Share of the Net
OPEB Liability 117,564$           

Academy's Covered Payroll 145,757$           

Academy's Proportionate Share of the Net
OPEB Liability as a Percentage
of its Covered Payroll 80.66%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability 12.46%

(1) Information prior to 2018 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information
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  Required Supplementary Information 

Schedule of the Academy’s Proportionate Share of the Net OPEB Liability 
State Teachers Retirement System of Ohio 

Last Two Fiscal Years (1) 
 
 
 

2018
Academy's Proportion of the Net OPEB

Liability 0.00316684%

Academy's Proportionate Share of the Net
OPEB Liability 123,558$             

Academy's Covered Payroll 349,729$             

Academy's Proportionate Share of the Net
OPEB Liability as a Percentage
of its Covered Payroll 35.33%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability 47.10%

(1) Information prior to 2018 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information
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Required Supplementary Information 

Schedule of Academy Contributions – OPEB 
School Employees Retirement System of Ohio 

Last Two Fiscal Years (1) 
 
 

2018 2017

Contractually Required Contribution (2) 3,067$                2,848$                

Contributions in Relation to the 
Contractually Required Contribution (3,067)                 (2,848)                 

Contribution Deficiency (Excess) -                      -                      

Academy Covered Payroll 137,333$           145,757$           

OPEB Contributions as a Percentage of
Covered Payroll (2) 2.23% 1.95%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 
(2) Includes Surcharge

See accompanying notes to the required supplementary information
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Required Supplementary Information 

Schedule of Academy Contributions – OPEB 
State Teachers Retirement System of Ohio 

Last Two Fiscal Years (1) 
 
 
 

2018 2017

Contractually Required Contribution -$                           -$                      

Contributions in Relation to the 
Contractually Required Contribution -                             -                        

Contribution Deficiency (Excess) -$                           -$                      

Academy Covered Payroll 494,150$                   349,729$             

Contributions as a Percentage of
Covered Payroll 0.00% 0.00%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

See accompanying notes to the required supplementary information
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SCHOOL EMPLOYEES RETIREMENT SYSTEM (SERS) OF OHIO 
 
Changes of benefit terms: There were no changes in benefit terms from the amounts reported for fiscal 
years 2014-2017. 
 
The following changes were made to the benefit terms in 2018 as identified: The COLA was changed 
from a fixed 3.00% to a COLA that is indexed to CPI-W not greater than 2.5% with a floor of 0% 
beginning January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has 
enacted a three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in assumptions: There were no changes in methods and assumptions used in the calculation of 
actuarial determined contributions for fiscal years 2014-2016 and 2018. For fiscal year 2017, the 
following changes of assumptions affected the total pension liability since the prior measurement date: 
(a) the assumed rate of inflation was reduced from 3.25% to 3.00%, (b) payroll growth assumption was 
reduced from 4.00% to 3.50%, (c) assumed real wage growth was reduced from 0.75% to 0.50%, (d) 
Rates of withdrawal, retirement and disability were updated to reflect recent experience, (e) mortality 
among active members was updated to RP-2014 Blue Collar Mortality Table with fully generational 
projection and a five year age set-back for both males and females, (f) mortality among service retired 
members, and beneficiaries was updated to the following RP-2014 Blue Collar Mortality Table with fully 
generational projection with Scale BB, 120% of male rates, and 110% of female rates and (g) mortality 
among disable member was updated to RP-2000 Disabled Mortality Table, 90% for male rates and 100% 
for female rates, set back five years is used for the period after disability retirement (h) change in 
discount rate from 7.75% to 7.5%.   

 
 

STATE TEACHERS RETIREMENT SYSTEM (STRS) OF OHIO 
 
Changes in benefit terms: There were no changes in benefit terms from the amounts reported for fiscal 
years 2014-2018. 
 
Changes in assumptions: There were no changes in methods and assumptions used in the calculation of 
actuarial determined contributions for fiscal years 2014-2017.  For fiscal year 2018, the following 
changes of assumptions affected the total pension liability since the prior measurement date: (a) 
inflation assumption lowered from 2.75% to 2.50%, (b) investment return assumption lowered from 
7.75% to 7.45%, (c) total salary increases rates lowered by decreasing the merit component of the 
individual salary increases, as well as by 0.25% due to lower inflation, (d) payroll growth assumption 
lowered to 3.00%, (e) updated the healthy and disable mortality assumption to the “RP-2014” mortality 
tables with generational improvement scale MP-2016, (f) rates of retirement, termination and disability 
were modified to better reflect anticipated future experience.  
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NET OPEB LIABILITY 
 

  
Changes in Assumptions – SERS  

Amounts reported for fiscal year 2018 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability as presented below:  
  
Municipal Bond Index Rate: 
    Fiscal year 2018          3.56 percent 
    Fiscal year 2017         2.92 percent 
Single Equivalent Interest Rate, net of plan investment expense, 
 including price inflation 
    Fiscal year 2018          3.63 percent 
    Fiscal year 2017         2.98 percent 
  
 
 
Changes in Assumptions – STRS  

For fiscal year 2018, the discount rate was increased from 3.26 percent to 4.13 percent based on the 
methodology defined under GASB Statement No. 74, Financial Reporting for Postemployment Benefit 
Plans Other Than Pension Plans (OPEB) and the long term expected rate of return was reduced from 
7.75 percent to 7.45 percent. Valuation year per capita health care costs were updated, and the salary 
scale was modified. The percentage of future retirees electing each option was updated based on 
current data and the percentage of future disabled retirees and terminated vested participants electing 
health coverage were decreased. The assumed mortality, disability, retirement, withdrawal and future 
health care cost trend rates were modified along with the portion of rebated prescription drug costs.  
  
Also, for fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 
2.1 percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were 
discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 2019. 
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JAMES G. ZUPKA, C.P.A., INC. 
Certified Public Accountants 

5240 East 98
th

 Street 

Garfield Hts., Ohio 44125 
_________________ 

 
Member American Institute of Certified Public Accountants           (216) 475 - 6136                            Ohio Society of Certified Public Accountants 

 

 

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 

AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN 

AUDIT OF FINANCIAL STATEMENTS PERFORMED IN 

ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
 

To the Members of the Board  The Honorable Dave Yost 

Auditor of State 

State of Ohio 

East Branch Preparatory Academy dba Wright 

Preparatory Academy 

 

Canton, Ohio  

 

We have audited, in accordance with the auditing standards generally accepted in the United 

States of America and the standards applicable to financial audits contained in Government 

Auditing Standards issued by the Comptroller General of the United States, the financial 

statements of the East Branch Preparatory Academy dba Wright Preparatory Academy, Stark 

County, Ohio, (the Academy) as of and for the year ended June 30, 2018, and the related notes to 

the financial statements, which collectively comprise the Academy’s basic financial statements, 

and have issued our report thereon dated December 19, 2018, wherein we noted the Academy 

adopted new accounting guidance in Governmental Accounting Standards Board (GASB) 

Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits Other Than 

Pensions.   

 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the Academy’s 

internal control over financial reporting (internal control) to determine the audit procedures that 

are appropriate in the circumstances for the purpose of expressing our opinion on the financial 

statements, but not for the purpose of expressing an opinion on the effectiveness of the 

Academy’s internal control. Accordingly, we do not  express an opinion on the effectiveness of 

the Academy’s internal control.   

 

A deficiency in internal control exists when the design or operation of a control does not allow 

management or employees, in the normal course of performing their assigned functions, to 

prevent, or detect and correct, misstatements on a timely basis. A material weakness is a 

deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable 

possibility that a material misstatement of the Academy’s financial statements will not be 

prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or 

a combination of deficiencies, in internal control that is less severe than a material weakness, yet 

important enough to merit attention by those charged with governance.   
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Our consideration of internal control was for the limited purpose described in the first paragraph 

of  this section and was not designed to identify all deficiencies in internal control that might be 

material weaknesses or significant deficiencies.  Given these limitations, during our audit we did 

not identify any deficiencies in internal control that we consider to be material weaknesses.  

However, material weaknesses may exist that have not been identified. 

 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Academy’s financial statements are 

free from material misstatement, we performed tests of its compliance with certain provisions of 

laws, regulations, contracts, and grant agreements, noncompliance with which could have a 

direct and material effect on the determination of financial statement amounts.  However, 

providing an opinion on compliance with those provisions was not an objective of our audit, and 

accordingly, we do not express such an opinion.  The results of our tests disclosed no instances 

of noncompliance or other matters that are required to be reported under Government Auditing 

Standards. 

 
Purpose of This Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and 

compliance and the results of that testing, and not to provide an opinion on the effectiveness of 

the Academy’s internal control or on compliance.  This report is an integral part of an audit 

performed in accordance with Government Auditing Standards in considering the Academy’s 

internal control and compliance.  Accordingly, this communication is not suitable for any other 

purpose.  

 

 
James G. Zupka, CPA, Inc. 

Certified Public Accountants 

 

December 19, 2018 
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EAST BRANCH PREPARATORY ACADEMY 
dba WRIGHT PREPARATORY ACADEMY 

SCHEDULE OF PRIOR AUDIT FINDINGS AND RECOMMENDATIONS 
JUNE 30, 2018 

 

56 

The prior audit report, as of June 30, 2017, included no findings or management letter recommendations. 
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88 East Broad Street, Columbus, Ohio 43215 
Phone: 614-466-4514 or 800-282-0370 

www.ohioauditor.gov

 
 

  
EAST BRANCH PREPARATORY DBA WRIGHT PREPARATORY ACADEMY 

 
STARK COUNTY 

    
 

CLERK’S CERTIFICATION 
This is a true and correct copy of the report which is required to be filed in the Office of the 
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio. 

 
 
 
 
 
 

 
 

CLERK OF THE BUREAU 
 
CERTIFIED 
FEBRUARY 21, 2019 
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88	East	Broad	Street,	Fifth	Floor,	Columbus,	Ohio	43215‐3506	
Phone:		614‐466‐4514	or	800‐282‐0370										Fax:		614‐466‐4490	

www.ohioauditor.gov	

 
 
 
 

 
 
Members of the Board 
East Branch Preparatory Academy dba Wright Preparatory Academy 
1500 Superior Ave., NE 
Canton, Ohio 44705 
 
 
We have reviewed the Independent Auditor’s Report of the East Branch Preparatory Academy 
dba Wright Preparatory Academy, Stark County, prepared by James G. Zupka, CPA, Inc., for the 
audit period July 1, 2016 through June 30, 2017.  Based upon this review, we have accepted 
these reports in lieu of the audit required by Section 117.11, Revised Code.  The Auditor of State 
did not audit the accompanying financial statements and, accordingly, we are unable to express, 
and do not express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The East Branch Preparatory Academy dba Wright 
Preparatory Academy is responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
 
 
Dave Yost 
Auditor of State 
 
February 7, 2018  
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JAMES G. ZUPKA, C.P.A., INC.
Certified Public Accountants

5240 East 98th Street

Garfield Hts., Ohio 44125

_________________

Member American Institute of Certified Public Accountants                          (216) 475 – 6136                                            Ohio Society of Certified Public Accountants

INDEPENDENT AUDITOR’S REPORT

To the Members of the Board The Honorable Dave Yost

East Branch Preparatory Academy Auditor of State

   dba Wright Preparatory Academy State of Ohio

Canton, Ohio

Report on the Financial Statements

We have audited the accompanying financial statements of the East Branch Preparatory Academy

dba Wright Preparatory Academy, Stark County, Ohio, (the Academy) as of and for the year ended

June 30, 2017, and the related notes to the financial statements, which collectively comprise the

Academy’s basic financial statements as listed in the table of contents.  

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in

accordance with the accounting principles generally accepted in the United States of America; this

includes the design, implementation, and maintenance of internal control relevant to the preparation

and fair presentation of financial statements that are free from material misstatement, whether due

to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.  We

conducted our audit in accordance with auditing standards generally accepted in the United States

of America and the standards applicable to financial audits contained in Government Auditing

Standards, issued by the Comptroller General of the United States.  Those standards require that we

plan and perform the audit to obtain reasonable assurance about whether the financial statements are

free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures

in the financial statements.  The procedures selected depend on the auditor’s judgment, including

the assessment of the risks of material misstatement of the financial statements, whether due to fraud

or error.  In making those risk assessments, the auditor considers internal control relevant to the

Academy’s preparation and fair presentation of the financial statements in order to design audit

procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion

on the effectiveness of the Academy’s internal control.  Accordingly, we express no such opinion. 

An audit also includes evaluating the appropriateness of accounting policies used and the

reasonableness of significant accounting estimates made by management, as well as evaluating the

overall presentation of the financial statements.

1
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis

for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the 

financial position of the East Branch Preparatory Academy dba Wright Preparatory Academy, Ohio,

as of June 30, 2017, and the changes in financial position and cash flows, thereof for the year then

ended  in accordance with accounting principles generally accepted in the United States of America. 

Emphasis of Matter

The accompanying financial statements have been prepared assuming that the East Branch

Preparatory Academy dba Wright Preparatory Academy, Ohio, will continue as a going concern. 

As described in Note 13 to the basic financial statements, the East Branch Preparatory Academy dba

Wright Preparatory Academy, Ohio, has a declining net position due to the expenses exceeding

revenues, which raises substantial doubt about the East Branch Preparatory Academy dba Wright

Preparatory Academy, Ohio’s ability to continue.  Management’s plans in regards to those matters

are described in Note 14.  The basic financial statements do not include any adjustments that might

result from the outcome of this uncertainty.  Our opinion is not modified with respect to this matter.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the

Management’s Discussion and Analysis and Schedules of Pension Contributions, as listed in the

table of contents, be presented to supplement the basic financial statements.  Such information,

although not a part of the basic financial statements, is required by the Governmental Accounting

Standards Board, who considers it to be an essential part of financial reporting for placing the basic

financial statements in an appropriate operational, economic, or historical context.  We have applied

certain limited procedures to the required supplementary information in accordance with auditing

standards generally accepted in the United States of America, which consisted of inquiries of

management about the methods of preparing the information and comparing the information for

consistency with management’s responses to our inquiries, the basic financial statements, and other

knowledge we obtained during our audit of the basic financial statements.  We do not express an

opinion or provide any assurance on the information because the limited procedures do not provide

us with sufficient evidence to express an opinion or provide any assurance.

2
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December

15, 2017,  on our consideration of the Academy’s internal control over financial reporting and on our

tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements

and other matters.  The purpose of that report is to describe the scope of our testing of internal

control over financial reporting and compliance and the results of that testing, and not to provide an

opinion on internal control over financial reporting or on compliance.  That report is an integral part

of an audit performed in accordance with Government Auditing Standards in considering the East

Branch Preparatory Academy dba Wright Preparatory Academy, Ohio’s internal control over

financial reporting and compliance.

James G. Zupka, CPA, Inc.

Certified Public Accountants

December 15, 2017

3

James G. Zupka, 
CPA, President

Digitally signed by James G. Zupka, CPA, 
President 
DN: cn=James G. Zupka, CPA, President, 
o=James G. Zupka, CPA, Inc., ou=Accounting, 
email=jgzcpa@sbcglobal.net, c=US 
Date: 2017.12.29 09:01:03 -05'00'
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WRIGHT PREPARATORY ACADEMY - STARK COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2017 (UNAUDITED)

5

 
 
 
The discussion and analysis of the East Branch Preparatory Academy dba Wright Preparatory Academy 
(the School), financial performance provides an overall review of the School’s financial activities for the 
fiscal year ended June 30, 2017. The intent of this discussion and analysis is to look at the School’s 
financial performance as a whole; readers should also review the basic financial statements and notes to 
the basic financial statements to enhance their understanding of the School’s financial performance.  
 
The Management’s Discussion and Analysis (the MD&A) is an element of the new reporting model 
adopted by the Governmental Accounting Standards Board (GASB) in their Statement No. 34 Basic 
Financial Statements – and Management’s Discussion and Analysis – for State and Local Governments

 

. 
Certain comparative information between the current fiscal year and the prior fiscal year is required to 
be presented in the MD&A. However, because this is the first year of financial reporting for the School 
comparative prior year fiscal information does not exist.  Subsequent reports will include the 
comparative information. 

 
FINANCIAL HIGHLIGHTS 

Key Financial Highlights for the School for the 2016-2017 school year are as follows:  
Total assets were $253,404. 
Deferred outflows were $69,368. 
Total liabilities were $447,819.   
Total net position was ($125,047). 
Total operating and non-operating revenues were $1,133,134. Total operating expenses were 
$1,258,181. 
 

  
USING THIS ANNUAL REPORT 

This report consists of three parts: the MD&A, the basic financial statements, and notes to those 
statements.  The basic financial statements include a Statement of Net Position, a Statement of 
Revenues, Expenses and Change in Net Position, and a Statement of Cash Flows.   
 
The Statement of Net Position and Statement of Revenues, Expenses, and Change in Net Position reflect 
how the School did financially during fiscal year 2017.  These statements include all assets and liabilities 
using the accrual basis of accounting similar to the accounting used by most private-sector companies. 
This basis of accounting includes all of the current year revenues and expenses regardless of when cash 
is received or paid.  
 
These statements report the School’s net position and changes in that position. This change in net 
position is important because it tells the reader whether the financial position of the School has 
improved or diminished. The causes of this change may be the result of many factors, some financial, 
some not. Non-financial factors include the School’s’ student enrollment, per-pupil funding as 
determined by the State of Ohio, change in technology, required educational programs and other 
factors. 
 
The School uses enterprise presentation for all of its activities. 
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WRIGHT PREPARATORY ACADEMY - STARK COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2017 (UNAUDITED)

6

 
 
 
Statement of Net Position

 

 - The Statement of Net Position answers the question of how the School did 
financially during 2017.  This statement includes all assets and liabilities, both financial and capital, and 
short-term and long-term using the accrual basis of accounting and economic resource focus, which is 
similar to the accounting used by most private-sector companies.  This basis of accounting takes into 
account all revenues and expenses during the year, regardless of when the cash is received or paid.   

Table 1 provides a summary of the School’s Net Position for fiscal year 2017.  This is the School’s first 
year of operation, therefore, comparative information is not available. 
 

 
Table 1 

Statement of Net Position 
     
  2017 
Assets   
Current Assets  $        141,625 
Non-Current Assets   9,000  
Capital Assets, Net         102,779  
Total Assets  253,404 
     
Deferred Outflows of Resources   69,368  

  
Liabilities   
Current Liabilities  447,819 
Total Liabilities  447,819 

  
Net Position   
Net Investment in Capital Assets        102,779 
Unrestricted    (227,826)  
Total Net Position  $     (125,047) 

 
 
Over time, net position can serve as a useful indicator of a government’s financial position.  At June 30, 
2017, the School’s net position totaled $(125,047). 
 
Current assets represent cash and cash equivalents, intergovernmental receivable and grants receivable.  
Current liabilities represent accounts payable and accrued expenses. 
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WRIGHT PREPARATORY ACADEMY - STARK COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2017 (UNAUDITED)
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Statement of Revenues, Expenses and Change in Net Position

 

 - Table 2 shows the change in net 
position for fiscal year 2017, as well as a listing of revenues and expenses.   This change in net position is 
important because it tells the reader that, for the School as a whole, the financial position of the School 
has improved or diminished. The cause of this may be the result of many factors, some financial, some 
not.  Non-financial factors include the current laws in Ohio restricting revenue growth, facility 
conditions, required educational programs and other factors.  This is the School’s first year of operation, 
therefore, comparative information is not available. 

Table 2 
Change in Net Position 

     
  2017 
Operating Revenue   
State Aid  $       953,608 
Intergovernmental Revenue   5,692  
      Total Operating Revenues  959,300 
     
Operating Expenses      
Purchased Services  435,752 
Facility Costs  141,199 
Professional Fees   419,405  
Legal Fees   23,632  
Sponsor Fees   27,927  
Materials and Supplies   104,590  
Student Support   77,393  
Miscellaneous   4,193  
Depreciation   24,090  
       Total Operating Expenses  1,258,181 

  
Non-Operating Revenues     
Federal Grants   173,834  
       Total Non-Operating Revenues   173,834  
     
Change in Net Position  (125,047) 

  
Net Position, Beginning of Year   -  
      
Net Position, End of Year  $     (125,047) 
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WRIGHT PREPARATORY ACADEMY - STARK COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2017 (UNAUDITED)
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BUDGET 

Unlike other public schools located in the State of Ohio, community schools are not required to follow 
budgetary provisions set forth in Ohio Rev. Code Chapter 5705 (with the exception section 5705.391 – 
Five Year Forecasts), unless specifically provided in the community school’s contract with its Sponsor. 
 
The contract between the School and its Sponsor does prescribe a budgetary process. The School must 
prepare and submit a detail budget for every fiscal year to the Board of Directors and its Sponsor.  The 
five-year forecast is also submitted to the Ohio Department of Education, annually. 
 

 
CAPITAL ASSETS 

At fiscal year end, the School’s net capital asset balance was $102,779.   There were current year 
additions of $126,869 offset by current year depreciation of $24,090.   For more information on capital 
assets, see Note 5 of the Basic Financial Statements. 
 

 
CURRENT FINANCIAL ISSUES 

The School is a community school and is funded through the State of Ohio Foundation Program.  The 
School relies on this, as well as, State and Federal funds as its primary source of revenue. In fiscal year 
2017, the State raised the base per pupil funding to $6,000, which is up from the $5,900 in the previous 
year.   
 
The full-time equivalent enrollment of the School for the year ended June 30, 2017 was 113. 
 
Overall, the School will continue to provide learning opportunities and apply resources to best meet the 
needs of students. 
 

 
CONTACTING THE SCHOOL’S FINANCIAL MANAGEMENT 

This financial report is designed to provide our citizen’s, taxpayers, investors and creditors with a 
general overview of the School’s finances and to demonstrate accountability for the money it receives. If 
you have questions about this report or need additional information contact C. David Massa, CPA, of 
Massa Financial Solutions, LLC, 1500 Superior Avenue NE, Canton, Ohio 44705 or e-mail at 
dave@massasolutionsllc.com.  
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WRIGHT PREPARATORY ACADEMY –  
STARK COUNTY, OHIO 

Statement of Net Position 
At June 30, 2017 

Assets 
Current Assets: 

Cash and Cash Equivalents $         54,499 
Intergovernmental Receivable 9,540 
Grants Receivable 73,659 
Other Receivable 3,927 
   
Total Current Assets 141,625 

 
Noncurrent Assets:  
Other Assets 9,000 
Capital Assets:  
  Depreciable Capital Assets, net 102,779 

 
Total Noncurrent Assets 111,779 
  
Total Assets 253,404 
  
Deferred Outflows of Resources 69,368 

 
Liabilities  
Current Liabilities:  
Accounts Payable 441,339 
Accrued Expenses 6,480 
  
Total Current Liabilities 447,819 
  
Total Liabilities 447,819 
  
  
Net Position  
Investment in Capital Assets 102,779 
Unrestricted (227,826) 
Total Net Position $   (125,047) 

 
See accompanying notes to the basic financial statements 
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WRIGHT PREPARATORY ACADEMY –  
STARK COUNTY, OHIO 

Statement of Revenues, 
Expenses and Change in Net Position 

For the Year Ending June 30, 2017 

 Operating Revenues 
State Aid $       953,608 
Intergovernmental Revenue  5,692 
  
Total Operating Revenues 959,300 

 
 Operating Expenses 

Purchased Services 435,752 
Facility Costs 141,199 
Professional Fees 419,405 
Legal Fees 23,632 
Sponsor Fees 27,927 
Materials and Supplies 104,590 
Student Support 77,393 
Miscellaneous 4,193 
Depreciation 24,090 
Total Operating Expenses 1,258,181 

 
Operating (Loss) (298,881) 

 
 Non-Operating Revenues 

Federal Grants 173,834 
Total Non-Operating Revenues 173,834 
  
Change in Net Position (125,047) 

 
Net Position, Beginning of Year - 

 
Net Position, End of Year $      (125,047) 

 
 
 
 
 
See accompanying notes to the basic financial statements  
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WRIGHT PREPARATORY ACADEMY –  
STARK COUNTY, OHIO 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2017 

  
Cash Flows from Operating Activities 

Cash Received from State of Ohio $            945,833 
Cash Payments to Suppliers for Goods and Services (864,640) 

 
Net Cash Provided By Operating Activities 81,193 
 
  
Cash Flows from Non-Capital Financing Activities  
Cash Received from Federal Grants 100,175 

 
Net Cash Provided by Non-Capital Financing Activities 100,175 
 
  
Cash Flows from Capital and Related Financing Activities  
Cash Payments for Capital Acquisitions (126,869) 
  
Net Cash (Used for) capital Financing Activities (126,869) 

  
Net Increase in Cash and Cash Equivalents 54,499 
   
Cash and Cash Equivalents, Beginning of Year - 

 
Cash and Cash Equivalents, End of Year $             54,499 

 
 
 
 
 
 
 

(Continued) 
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RECONCILIATION OF OPERATING LOSS TO NET  
CASH PROVIDED BY OPERATING ACTIVITIES 

 
Operating Loss $    (298,881) 
  
Depreciation 24,090 

 
Changes in Assets, Liabilities, and Deferred Inflows and Outflows:  
  (Increase)/ Decrease in Intergovernmental Receivable (9,540) 
  (Increase)/ Decrease in Other Receivable (3,927) 
  (Increase)/ Decrease in Other Assets (9,000) 
  (Increase)/ Decrease in Deferred Outflows (69,368) 
  Increase/ (Decrease) in Accounts Payable 441,339 
  Increase/ (Decrease) in Accrued Expense 6,480 
    
Net Cash Provided by Operating Activities $         81,193 
  

  
  

 
 
 
 

See accompanying notes to the basic financial statements. 
 
 

WRIGHT (EAST BRANCH) PREPARATORY ACADEMY –  
STARK COUNTY, OHIO 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2017 

(Continued) 
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WRIGHT PREPARATORY ACADEMY - STARK COUNTY, OHIO

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2017
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NOTE 1 - DESCRIPTION OF THE ENTITY 

East Branch Preparatory Academy, Inc., DBA Wright Preparatory Academy, (the School) is a nonprofit 
corporation established pursuant to Ohio Revised Code Chapters 3314 and 1702.  The School’s mission is 
to improve the lives of its students by providing authentic learning experiences in a collaborative, 
nurturing environment that will build a foundation for student’s success in school, at future work and in 
life. The School operates on a foundation, which fosters character building for all students, parents and 
staff members.  The School, which is part of the State’s education program, is independent of any school 
district and is nonsectarian in its programs, admission policies, employment practices, and all other 
operations.  The School may acquire facilities as needed and contract for any services necessary for the 
operation of the School. 
 
The School contracted with Cambridge Education Group, LLC, an Ohio limited liability company, 
(“Cambridge”) for most of its functions, and Cambridge is the entity with which the School Board 
interacts regarding day-to-day operations (See Note 10). 
 
The School was approved for operation under a contract with St. Aloysius Orphanage, (the Sponsor) for 
a one-year period commencing on July 1, 2016, with automatic one-year renewals through June 30, 
2021. The Sponsor is responsible for evaluating the performance of the School and has the authority to 
deny renewal of the contract at its expiration or terminate the contract prior to its expiration.  

 
The School operates under the direction of a Board of Directors (the Board).  The Board is responsible 
for carrying out the provisions of the contract with the Sponsor which include, but are not limited to, 
state mandated provisions regarding student populations, curriculum, academic goals, performance 
standards, admissions standards, and qualifications of teachers.   
 

 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The basic financial statements of the School have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental nonprofit organizations.  The Governmental 
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental 
accounting and financial reporting principles.  The more significant of the School’s accounting policies 
are described below. 
 
Basis of Presentation

 

 - The School’s basic financial statements consist of a Statement of Net Position, a 
Statement of Revenue, Expenses and Change in Net Position, and a Statement of Cash Flows. Enterprise 
fund reporting focuses on the determination of the changes in net position, financial position and cash 
flows. 

The Government Accounting Standards Board identifies the presentation of all financial activity to be 
reported within one enterprise fund for year-ending reporting purposes.  Enterprise accounting is used 
to account for operations that are financed and operated in a manner similar to private business 
enterprise where the intent is that the cost (expense) of providing goods and services to the general 
public on a continuing basis be financed or recovered primarily through user charges. 
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NOTES TO THE BASIC FINANCIAL STATEMENTS
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Measurement Focus and Basis of Accounting

 

 - Enterprise accounting uses a flow of economic resources 
measurement focus. With this measurement focus, all assets and deferred outflows of resources and all 
liabilities and deferred inflows of resources are included on the statement of net position. Operating 
statements present increases (i.e., revenues) and decreases (i.e., expenses) in net total assets. 

Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported 
in the financial statements.  Basis of accounting is used for reporting purposes.  Revenues are 
recognized when they are earned, and expenses are recognized when they are incurred.  

 
Budgetary Process

       

 - Unlike other public schools located in the state of Ohio, community schools are not 
required to follow budgetary provisions set forth in Ohio Revised Code Chapter 5705 (with the exception 
of section 5705.391 – Five Year Forecasts), unless specifically provided for in the School’s sponsorship 
agreement. The contract between the School and its Sponsor requires a detailed budget for each year of 
the contract. 

Cash and Cash Equivalents

      

 - Cash received by the School is reflected as “Cash and Cash Equivalents” on 
the Statement of Net Position.  The School did not have any investments during the period ended June 
30, 2017. 

Estimates

 

 - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported 
in the financial statements and accompanying notes.  Actual results may differ from these estimates. 

Capital Assets and Depreciation

 

 - Capital assets are capitalized at cost.  Donated capital assets are 
recorded at their acquisition values as of the date received.  The costs of additions are capitalized and 
expenditures for repairs and maintenance are expensed when incurred.  When property is sold or 
retired, the related costs and accumulated depreciation are removed from the financial records and any 
gain or loss is included in additions to or deductions from net position. Capital assets were $97,666, as of 
June 30, 2017, net of accumulated depreciation. Depreciation of capital assets is calculated utilizing the 
straight-line method over the estimated useful lives of the assets which are as follows: 

Asset Class     
Computers & Technology Assets  3 years 

Useful Life 

 Furniture, Fixtures, & Equipment         5 years      
 
The School’s policy for asset capitalization threshold is $5,000. Assets or certain asset groups not 
meeting the capitalization threshold are not capitalized and are not included in the assets represented 
in the accompanying statement of net position. 
 
Intergovernmental Revenues

 

 - The School currently participates in the State Foundation Program. 
Revenues received from this program are recognized as operating revenues in the accounting period in 
which all eligibility requirements have been met. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

 
Intergovernmental Revenues - (continued) 

Grants and entitlements are recognized as non-operating revenues in the accounting period in which 
eligibility requirements have been met. 
 
Eligibility requirements include timing requirements, which specify the year when the resources are 
required to be used or the fiscal year when use is first permitted, matching requirements, in which the 
School must provide local resources to be used for a specified purpose, and expenditure requirements, 
in which the resources are provided to the School on a reimbursement basis. 

 
The School also participates in various federal programs passed through the Ohio Department of 
Education.  

 
Under the above programs the School recorded $953,608 this fiscal year from the State Foundation 
Program and $173,834 from Federal Grants.    

 
Compensated Absences

 

 - Vacation is taken in a manner which corresponds with the school calendar; 
therefore, the School does not accrue vacation time as a liability. 

Sick/personal leave benefits are earned by full-time employees at the rate of eight days per year and 
cannot be carried into the subsequent years.  No accrual for sick time is made since unused time is not 
paid to employees upon employment termination. 

 
Accrued Liabilities

 

 - Obligations incurred but unpaid at June 30 are reported as accrued liabilities in the 
accompanying financial statements.  These liabilities consisted of accounts payable of $441,339 and 
accrued expenses of $6,480 at June 30, 2017 

Exchange and Non-Exchange Transactions

 

 - Revenue resulting from exchange transactions, in which 
each party gives and receives essentially equal value, is recorded on the accrual basis when the 
exchange takes place. Non-exchange transactions, in which the School receives value without directly 
giving equal value in return, include grants, entitlements and donations.  Revenue from grants, 
entitlements and donations is recognized in the fiscal year in which all eligibility requirements have been 
satisfied.  Eligibility requirements include timing requirements, which specify the year when the 
resources are required to be used or the fiscal year when use is first permitted, matching requirements, 
in which the School must provide local resources to be used for a specified purpose, and expenditures 
requirements, in which the resources are provided to the School on a reimbursement basis. 

Net Position - Net position represent the difference between assets and liabilities.    Net position is 
reported as restricted when there are limitations imposed on their use through external restriction 
imposed by creditors, grantors, or laws and regulations of other governments.  The School applies 
restricted resources when an expense is incurred for purposes for which both restricted and 
unrestricted net position are available. Net position invested in capital assets consist of capital assets, 
net of accumulated depreciation, reduced by the outstanding balances of any borrowings used for the 
acquisition, construction, or improvement of those assets. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Operating Revenues and Expenses

 

 - Operating revenues are those revenues that are generated directly 
from the primary activities of the School.  For the School, these revenues are primarily the State 
Foundation program.  Operating expenses are necessary costs incurred to provide the good or service 
that is the primary activity of the School.  All revenues and expenses not meeting this definition are 
reported as non-operating.  There were no non-operating expenses reported at June 30, 2017. 

Pensions

 

 - For purposes of measuring the net pension liability, deferred outflows of resources and 
deferred inflows of resources related to pensions and pension expense, information about the fiduciary 
net position of the pension plans and additions to/deletions from their fiduciary net position have been 
determined on the same basis as they are reported by the pension systems. For this purpose, benefit 
payments (including refunds of employee contributions) are recognized when due and payable in 
accordance with the benefit terms. The pension systems report investments at fair value. 

Deferred Inflows and Deferred Outflows of Resources

 

 - In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of resources represent a consumption of net position that applies to a future period and will not be 
recognized as an outflow of resources (expense/expenditure) until then. For the School, deferred 
outflows of resources are reported on the statement of net position. The deferred outflows of resources 
related to pension are explained in Note 7. 

In addition to liabilities, the statements of financial position report a separate section for deferred 
inflows of resources. Deferred inflows of resources represent an acquisition of net position that applies 
to a future period and will not be recognized until that time. The School did not have any deferred 
inflows of resources related to pension as of fiscal year end.   
 

 
Implementation of New Accounting Principles 

For the fiscal year ended June 30, 2017, the School has implemented Governmental Accounting 
Standards Board (GASB) Statement No. 77, Tax Abatement Disclosures, GASB Statement No. 78, 
Pensions Provided through Certain Multiple-Employer Defined Benefit Pension Plans, GASB Statement 
No. 80, Blending Requirements for Certain Component Units - an amendment of GASB Statement No. 14 
and GASB Statement No. 82, Pension Issues - an amendment of GASB Statements No. 67, No. 68, and No. 
73. 
 
GASB Statement No. 77 requires disclosure of tax abatement information about (1) a reporting 
government’s own tax abatement agreements and (2) those that are entered into by other governments 
and that reduce the reporting government’s tax revenues. The implementation of GASB Statement No. 
77 did not have an effect on the financial statements of the School.  
 
GASB Statement No. 78 amends the scope of GASB Statement No. 68 to exclude certain multiple-
employer defined benefit pension plans provided to employees of state and local governments on the 
basis that obtaining the measurements and other information required by GASB Statement No. 68 was 
not feasible. The implementation of GASB Statement No. 78 did not have an effect on the financial 
statements of the School. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

 
Implementation of New Accounting Principles (continued) 

GASB Statement No. 80 amends the blending requirements for the financial statement presentation of 
component units of all state and local governments. The additional criterion requires blending of a 
component unit incorporated as a not-for-profit corporation in which the primary government is the 
sole corporate member. The implementation of GASB Statement No. 80 did not have an effect on the 
financial statements of the School. 
 
GASB Statement No. 82 improves consistency in the application of pension accounting. These changes 
were incorporated in the School’s fiscal year 2017 financial statements; however, there was no effect on 
beginning net position. 

 

 
NOTE 3 - CASH AND CASH EQUIVALENTS 

The following information classifies deposits by category of risk as defined in GASB Statement No.3 
“Deposits with Financial Institutions, Investments (including Repurchase Agreements) and Reverse 
Repurchase Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk 
Disclosures”. 

 
The School maintains its cash balances at one financial institution, PNC Bank, located in Ohio. The 
balances are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying 
account.  At June 30, 2017, the book amount of the School’s deposits was $54,499 and the bank balance 
was $72,975.  

  
The School had no deposit policy for custodial risk beyond the requirement of state statute.  Ohio law 
requires that deposits either be insured or be protected by eligible securities pledged to and deposited 
either with the School or a qualified trustee by the financial institution as security for repayment or by a      
collateral pool of eligible securities deposited with a qualified trustee to secure repayment of all public 
monies deposited in the financial institution whose market value shall be at least 105% of deposits being 
secured. At June 30, 2017, none of the bank balance was exposed to custodial credit risk. 
 

 
NOTE 4 - RECEIVABLES 

Intergovernmental Receivable

 

 - The School has intergovernmental receivables totaling $9,540 at June 
30, 2017. These receivables represented monies due to the School from government sources, but not 
received as of June 30, 2017. 

Grants Receivable

 

 - The School had grant receivable balances of federal grant monies totaling $73,659 
at June 30, 2017.  

Other Receivable

 

 - The School had other receivable balances of federal grant monies totaling $3,927 at 
June 30, 2017.  
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NOTE 5 - CAPITAL ASSETS  

For the period ending June 30, 2017, the School’s capital assets consisted of the following: 
 

Balance    
06/30/16 Additions Deletions 

Balance  
06/30/17 

Capital Assets: 
  Furniture, Fixtures, & Equipment  $            -  $      98,826    $          -  $      98,826   
  Computers -  28,043  -  28,043  
Total Capital Assets - 126,869             -  126,869 

Less Accumulated Depreciation: 
  Furniture, Fixtures, & Equipment -  (17,084)  -  (17,084)  
  Computers -  (7,006)  -  (7,006)  
Total Accumulated Depreciation -   (24,090)               -    (24,090) 

Capital Assets, Net $            -     $    102,779        $          -    $    102,779   
 

 
NOTE 6 - RISK MANAGEMENT 

Property & Liability

 

 - The School is exposed to various risks of loss related to torts; theft of, damage to, 
and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  During the 
fiscal year ending June 30, 2017, the School contracted with The Cincinnati Insurance Company for 
nonprofits and maintained general liability insurance with a $1,000,000 single occurrence limit and 
$2,000,000 annual aggregate and a combined policy aggregate coverage for various liability coverage in 
the amount of $10,000,000. 

  
NOTE 7 - DEFINED BENEFIT PENSIONS PLANS 

The School has contracted with Cambridge Education, LLC to provide all teaching and administrative 
personnel.  Such personnel are employees of Cambridge; however, the School is responsible for 
monitoring and ensuring that Cambridge makes pension contributions on its behalf.  The retirement 
systems consider Cambridge as the “Employer of Record”, however the School is ultimately responsible 
for remitting contributions to each of the systems noted below. 

Net Pension Liability - In future periods, the School will report a net pension liability on the statement of 
net position.  The net pension liability represents a liability to employees for pensions. Pensions are a 
component of exchange transactions-–between an employer and its employees—of salaries and 
benefits for employee services.  Pensions are provided to an employee—on a deferred-payment basis—
as part of the total compensation package offered by an employer for employee services each financial 
period.  The obligation to sacrifice resources for pensions is a present obligation because it was created 
as a result of employment exchanges that already have occurred. 
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued) 

The net pension liability represents the School’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   

Ohio Revised Code limits the School’s obligation for this liability to annually required payments.   The 
School cannot control benefit terms or the manner in which pensions are financed; however, the School 
does receive the benefit of employees’ services in exchange for compensation including pension.  
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded 
liabilities within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must 
propose corrective action to the State legislature.  Any resulting legislative change to benefits or funding 
could significantly affect the net pension liability.   Resulting adjustments to the net pension liability 
would be effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension 
liability on the accrual basis of accounting.  Any liability for the contractually-required pension 
contribution outstanding at the end of the year is included in accrued expense.  
 
School Employees Retirement System (SERS) 
 
Plan Description – School non-teaching employees participate in SERS, a cost-sharing multiple-employer 
defined benefit pension plan administered by SERS.  SERS provides retirement, disability and survivor 
benefits, annual cost-of-living adjustments, and death benefits to plan members and beneficiaries.  
Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  SERS issues 
a publicly available, stand-alone financial report that includes financial statements, required 
supplementary information and detailed information about SERS’ fiduciary net position.  That report can 
be obtained by visiting the SERS website at www.ohsers.org under Employers/Audit Resources. 
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued) 

School Employees Retirement System (SERS) (Continued) 
 
Age and service requirements for retirement are as follows: 
 

Eligible to Retire on or before Eligible to Retire on or after
August 1, 2017 * August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 65 with 5 years of service credit Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
    Benefits Age 55 with 2 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.  
 

Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first thirty years of service and 2.5 percent for years 
of service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
One year after an effective benefit date, a benefit recipient is entitled to a three percent cost-of-living 
adjustment (COLA).  This same COLA is added each year to the base benefit amount on the anniversary 
date of the benefit. 
  
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the School is required to contribute 14 percent of annual covered payroll.  The contribution 
requirements of plan members and employers are established and may be amended by the SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent 
for employers.  The Retirement Board, acting with the advice of the actuary, allocates the employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare 
B Fund, and Health Care Fund).  For the fiscal year ended June 30, 2017, the allocation to pension, death 
benefits, and Medicare B was 14 percent.  SERS did not allocate any employer contributions to the 
Health Care Fund for fiscal 2017. 
 
The School’s contractually required contribution to SERS was $20,406 for fiscal year 2017, of this 
amount $859 is reported as an accrued expense. 
 
State Teachers Retirement System (STRS) 
 
Plan Description – School licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org. 
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued) 

State Teachers Retirement System (STRS) (Continued) 

New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 
3307.  The DB plan offers an annual retirement allowance based on final average salary multiplied by a 
percentage that varies based on years of service.  Effective August 1, 2015, the calculation will be 2.2 
percent of final average salary for the five highest years of earnings multiplied by all years of service. 
Members are eligible to retire at age 60 with five years of qualifying service credit, or age 55 with 25 
years of service, or 30 years of service regardless of age.  Eligibility changes will be phased in until 
August 1, 2026, when retirement eligibility for unreduced benefits will be five years of service credit and 
age 65, or 35 years of service credit and at least age 60.  
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and 
termination of employment.  The member may elect to receive a lifetime monthly annuity or a lump 
sum withdrawal. 
 
The Combined Plan offers features of both the DB Plan and the DC Plan.  In the Combined Plan, 12 
percent of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to 
the DB Plan.  Member contributions to the DC Plan are allocated among investment choices by the 
member, and contributions are to the DB Plan from the employer and the member are used to fund the 
defined benefit payment at a reduced level from the regular DB Plan.  The defined benefit portion of the 
Combined Plan payment is payable to a member on or after age 60 with five years of service.  The 
defined contribution portion of the account may be taken as a lump sum payment or converted to a 
lifetime monthly annuity after termination of employment at age 50 or later. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or 
transfer to another STRS plan.  The optional annuitization of a member’s defined contribution account 
or the  defined contribution portion of a member’s Combined Plan account to a lifetime benefit results 
in STRS bearing the risk of investment gain or loss on the account.  STRS has therefore included all three 
plan options as one defined benefit plan for GASB 68 reporting purposes.   
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit that apply for disability benefits.  Members in the DC Plan who 
become disabled are entitled only to their account balance.  If a member of the DC Plan dies before 
retirement benefits begin, the member’s designated beneficiary is entitled to receive the member’s 
account balance. 
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NOTE 7 - DEFINED BENEFIT PENSIONS PLANS (continued) 

State Teachers Retirement System (STRS) (Continued) 

Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2017, plan members were required to contribute 14 percent of their annual covered salary. The 
School was required to contribute 14 percent; the entire 14 percent was the portion used to fund 
pension obligations.  The fiscal year 2017 contribution rates were equal to the statutory maximum rates. 
 
The School’s contractually required contribution to STRS was $48,962 for fiscal year 2017.   
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources Related to Pensions  
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources (with the exception of 
deferred outflows of resources related to School contributions subsequent to the measurement date) 
and Deferred Inflows of Resources Related to Pensions are not applicable to the School at June 30, 2017, 
due to the School not being in operation during the measurement period. 
 
At June 30, 2017, the School reported deferred outflows of resources related to pensions from the 
following sources: 
 

STRS SERS Total

Deferred Outflows of Resources

School Contributions Subsequent to the 

  Measurement Date 48,962$ 20,406$ 69,368$

 
$69,368 reported as deferred outflows of resources related to pension resulting from School 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the year ending June 30, 2018. 

 
NOTE 8 - POSTEMPLOYMENT BENEFITS 

 
School Employees Retirement System 

Health Care Plan Description - The School contributes to the SERS Health Care Fund, administered by 
SERS for non-certificated retirees and their beneficiaries.  For GASB 45 purposes, this plan is considered 
a cost-sharing, multiple-employer, defined benefit other postemployment benefit (OPEB) plan.  The 
Health Care Plan includes hospitalization and physicians’ fees through several types of plans including 
HMO’s, PPO’s, Medicare Advantage, and traditional indemnity plans as well as a prescription drug 
program. The financial report of the Plan is included in the SERS Comprehensive Annual Financial Report 
which can be obtained on SERS’ website at www.ohsers.org  under Employers/Audit Resources. 
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NOTE 8 - POSTEMPLOYMENT BENEFITS (continued) 

 
School Employees Retirement System (continued) 

Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with 
Internal Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or 
discontinue any health plan or program. Health care is financed through a combination of employer 
contributions and retiree premiums, copays and deductibles on covered health care expenses, 
investment returns, and any funds received as a result of SERS’ participation in Medicare programs. 
Active employee members do not contribute to the Health Care Plan.  Retirees and their beneficiaries 
are required to pay a health care premium that varies depending on the plan selected, the number of 
qualified years of service, Medicare eligibility and retirement status. 
 
Funding Policy

 

 - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required basic benefits, the Retirement 
Board allocates the remainder of the employer contribution of 14 percent of covered payroll to the 
Health Care Fund. For fiscal year 2017, SERS did not allocate any employer contributions to the Health 
Care Fund. In addition, employers pay a surcharge for employees earning less than an actuarially 
determined minimum compensation amount, pro-rated according to service credit earned. For fiscal 
year 2017, this amount was $23,500. Statutes provide that no employer shall pay a health care 
surcharge greater than 2 percent of that employer’s SERS-covered payroll; nor may SERS collect in 
aggregate more than 1.5 percent of the total statewide SERS-covered payroll for the health care 
surcharge.   

The School’s contributions for health care (including surcharge) for the fiscal year ended June 30, 2017, 
was $0.   

 

 
School Teachers Retirement Systems 

Plan Description

www.strsoh.org

 – The School participates in the cost-sharing multiple-employer defined benefit Health 
Plan administered by the State Teachers Retirement System of Ohio (STRS) for eligible retirees who 
participated in the defined benefit or combined pension plans offered by STRS.  Ohio law authorizes 
STRS to offer this plan.  Benefits include hospitalization, physicians’ fees, prescription drugs and 
reimbursement of monthly Medicare Part B premiums.  The Plan is included in the report of STRS which 
can be obtained by visiting   or by calling (888) 227-7877. 

 
Funding Policy

 

 – Ohio Revised Code Chapter 3307 authorizes STRS Ohio to offer the Plan and gives the 
Retirement Board authority over how much, if any, of the health care costs will be absorbed by STRS.  
Active employee members do not contribute to the Health Care Plan.  All benefit recipients, for the most 
recent year, pay a monthly premium.  Under Ohio law, funding for post-employment health care may be 
deducted from employer contributions.  For fiscal year 2017, STRS did not allocate any employer 
contributions to post-employment health care.  The School contributions for health care for the fiscal 
year ended June 30, 2017, were $0. 
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NOTE 9 - CONTINGENCIES  

Grants

 

 - The School received financial assistance from federal and state agencies in the form of grants.  
Amounts received from grantor agencies are subject to audit and adjustment by the grantor.  Any 
disallowed costs may require refunding to the grantor.  Amounts which may be disallowed, if any, are 
not presently determinable.  However, in the opinion of the School, any such adjustments will not have 
a material adverse effect on the financial position of the School.  

Litigation
 

 - There are currently no matters in litigation with the School as defendant. 

School Foundation

 

 - School foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by 
schools throughout the State, which can extend past the fiscal year end.  

Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal 
year end that may result in an additional adjustment to the enrollment information as well as claw backs 
of Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE performed such a review on the School for fiscal year 2017.  

 
As of the date of this report, additional ODE adjustments for fiscal year 2017 are not finalized.  As a 
result, the impact of future FTE adjustments on the fiscal year 2017 financial statements is not 
determinable, at this time. Management believes this may result in either an additional receivable to, or 
a liability of, the School. 

 
In addition, the School’s contracts with their Sponsor and Management Company require payment 
based on revenues received from the State.  As discussed above, additional FTE adjustments for fiscal 
year 2017 are not finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 
2017 financial statements, related to additional reconciliation necessary with these contracts, is not 
determinable.  Management believes this may result in either an additional receivable to, or liability of, 
the School.   
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NOTE 10 - SPONSOR AND MANAGEMENT CONTRACTS 

Sponsor

 

 - The School contracted with St. Aloysius Orphanage as its sponsor and oversight services, 
monitoring and technical assistance.  Sponsorship fees are calculated as a three percent of state funds 
received by the School from the State of Ohio. For the fiscal year ended June 30, 2017, the total 
sponsorship fees paid totaled $27,927. 

Management Company

 

 - The School entered into an agreement with Cambridge Education Group LLC, a 
local nonprofit management company, to provide management and day-to-day operational functions 
for fiscal year 2017. The agreement was for a period of two years beginning July 1, 2016, and 
automatically renewed for an additional five year period beginning July 1, 2018. Management fees are 
calculated as 18% of the total qualified gross revenues. The total amount paid by the School for the 
fiscal year ending June 30, 2017 was $174,404 and is included under “Purchased Services” on the 
Statement of Revenues, Expenses and Change in Net Position.   

In addition to the continuing fee described above, the School will reimburse Cambridge for its payroll 
and other costs eligible for reimbursement. Cambridge acknowledges that pursuant to Ohio law, 
Company's State Teachers Retirement System ("STRS") and State Employees Retirement System ("SERS") 
contributions on behalf of the Company employees employed at the School will be withheld by the State 
of Ohio. 
 
The School had purchased service expenses for the year ended June 30, 2017 to Cambridge of $435,752 
for salaries and benefits and $174,404 for management fees.   At June 30, 2017, the School owed 
Cambridge $381,847 for services and advances made to the School, which are included in accounts 
payable.   
 

 
NOTE 11 – MANAGEMENT COMPANY EXPENSES 

As of June 30, 2017, Cambridge Education Group LLC and its affiliates incurred the following expenses on 
behalf of the School: 
 

Regular 
Instruction

(1100 Function 
codes)

Special 
Instruction

(1200 Function 
codes)

Other 
Instruction

(1400 and 1900 
Function Codes)

Support 
Services

(2000 Function 
Codes)

Non-Instructional 
(3000 through 
7000 Function 

Codes)

Total

Direct expenses:

Salaries & wages (100 object codes) 273,664$ 16,945$ 29,340$ 93,567$ -$ 413,516$
Employees’ benefits (200 object codes) 23,791 542 4,739 2,278 - 31,350
Professional & technical services (410 object codes) - - - - 161,573 161,573
Property services (420 object codes) - - - - 23,831 23,831
Supplies (500 object codes) - - - - 6,333 6,333
Other direct costs (All other object codes) 19,849 - - - 24,059 43,908

Overhead - - - 40,163 18,689 58,852

Total expenses 317,304$ 17,487$ 34,079$ 136,008$ 234,485$ 739,363$

 
 
Cambridge charges overhead expenses benefiting more than one school on a pro-rated basis based on 
full time equivalents (FTE) headcount as of June 30, 2017 for each school it manages. 
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NOTE 12 - LEASE OBLIGATIONS 

In June 2016, the School entered into a lease agreement with 1500 Superior, LLC for the school 
premises.  The initial lease term is for two years with a renewal option of two additional five-year terms. 
From July 2015 through June 2022. The base rent is $9,000 per month.  
 
Future lease obligations are as follows: 

 
FY 2018 

              Total   $     108,000 
$     108,000 

 
 

 
NOTE 13 - FISCAL DISTRESS 

Several factors have caused the School to experience fiscal distress.   The School’s cash balance at June 
30, 2017 was $54,499.  Additionally, the School has significant liabilities at June 30, 2017 which has 
resulted in a deficit net position of ($125,047).   Overcoming this deficit may be difficult without 
significant increases in student enrollments and related revenues in order to pay off outstanding 
liabilities and cover ongoing operating costs. 

 

 
NOTE 14 - MANAGEMENT PLAN 

The amount owed to Cambridge Education Group, LLC, at June 30, 2017 is for unpaid operating 
expenses and outstanding advances for the start-up of the School. Cambridge remains committed to the 
success of the School both academically and financially.  During the current year, stronger efforts in 
student recruitment and the use of Federal funds are improving the financial performance of the School. 
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2017

Contractually Required Contribution 20,406$

Contributions in Relation to the 

Contractually Required Contribution (20,406)

Contribution Deficiency (Excess) 0$

School's Covered Payroll 145,757$

Contributions as a Percentage of 

Covered Payroll 14.00%

(1) Information prior to fiscal year 2017 is unavailable. This schedule is intended

     to show ten years of information, and additional years will be displayed as it becomes

     available.
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2017

Contractually Required Contribution 48,962$

Contributions in Relation to the 

Contractually Required Contribution (48,962)

Contribution Deficiency (Excess) 0$

School's Covered Payroll 349,729$

Contributions as a Percentage of 

Covered Payroll 14.00%

(1) Information prior to fiscal year 2017 is unavailable. This schedule is intended

     to show ten years of information, and additional years will be displayed as it becomes

     available.
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JAMES G. ZUPKA, C.P.A., INC.
Certified Public Accountants

5240 East 98th Street

Garfield Hts., Ohio 44125

_________________

Member American Institute of Certified Public Accountants                          (216) 475 - 6136                                              Ohio Society of Certified Public Accountants

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF

FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH

GOVERNMENT AUDITING STANDARDS

To the Members of the Board The Honorable Dave Yost

East Branch Preparatory Academy Auditor of State

   dba Wright Preparatory Academy State of Ohio

Canton, Ohio

We have audited, in accordance with the auditing standards generally accepted in the United States

of America and the standards applicable to financial audits contained in Government Auditing

Standards issued by the Comptroller General of the United States, the financial statements of the

East Branch Preparatory Academy dba Wright Preparatory Academy, Stark County, Ohio, (the

Academy), as of and for the year ended June 30, 2017, and the related notes to the financial

statements, which collectively comprise the East Branch Preparatory Academy dba Wright

Preparatory Academy, Ohio’s basic financial statements, and have issued our report thereon dated

December 15, 2017, wherein we noted the accompanying financial statements have been prepared

assuming the East Branch Preparatory Academy dba Wright Preparatory Academy, Ohio, will

continue as a going concern. 

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the East Branch

Preparatory Academy dba Wright Preparatory Academy, Ohio’s internal control over financial

reporting (internal control) to determine the audit procedures that are appropriate in the

circumstances for the purpose of expressing our opinion on the financial statements, but not for the

purpose of expressing an opinion on the effectiveness of the Academy’s internal control. 

Accordingly, we do not express an opinion on the effectiveness of the East Branch Preparatory

Academy dba Wright Preparatory Academy, Ohio’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow

management or employees, in the normal course of performing their assigned functions, to prevent,

or detect and correct, misstatements on a timely basis.  A material weakness is a deficiency, or a

combination of deficiencies, in internal control, such that there is a reasonable possibility that a

material misstatement of the Academy’s financial statements will not be prevented, or detected and

corrected on a timely basis.  A significant deficiency is a deficiency or a combination of deficiencies

in internal control that is less severe than a material weakness, yet important enough to merit

attention by those charged with governance.

30
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Our consideration of internal control was for the limited purpose described in the first paragraph of

this section and was not designed to identify all deficiencies in internal control that might be material

weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify

any deficiencies in internal control that we consider to be material weaknesses. However, material

weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the East Branch Preparatory Academy dba

Wright Preparatory Academy, Ohio’s financial statements are free from material misstatement, we

performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant

agreements, noncompliance with which could have a direct and material effect on the determination

of financial statement amounts.  However, providing an opinion on compliance with those provisions

was not an objective of our audit, and accordingly, we do not express such an opinion.  The results

of our tests disclosed no instances of noncompliance or other matters that are required to be reported

under Government Auditing Standards.

Purpose of This Report

The purpose of this report is solely to describe the scope of our testing of internal control and

compliance and the results of that testing, and not to provide an opinion on the effectiveness of the

East Branch Preparatory Academy dba Wright Preparatory Academy, Ohio’s internal control or on

compliance.  This report is an integral part of an audit performed in accordance with Government

Auditing Standards in considering the East Branch Preparatory Academy dba Wright Preparatory

Academy, Ohio’s internal control and compliance.  Accordingly, this communication is not suitable

for any other purpose.

James G. Zupka, CPA, Inc.

Certified Public Accountants

December 15, 2017
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James G. Zupka, 
CPA, President

Digitally signed by James G. Zupka, CPA, 
President 
DN: cn=James G. Zupka, CPA, President, 
o=James G. Zupka, CPA, Inc., ou=Accounting, 
email=jgzcpa@sbcglobal.net, c=US 
Date: 2017.12.29 09:01:24 -05'00'
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Board of Directors 
Youngstown Academy of Excellence 
1408 Rigby Street 
Youngstown, Ohio 44506 
 
 
We have reviewed the Independent Auditor’s Report of the Youngstown Academy of 
Excellence, Mahoning County, prepared by Rea & Associates, Inc., for the audit period July 1, 
2018 through June 30, 2019.  Based upon this review, we have accepted these reports in lieu of 
the audit required by Section 117.11, Revised Code.  The Auditor of State did not audit the 
accompanying financial statements and, accordingly, we are unable to express, and do not 
express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Youngstown Academy of Excellence is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
February 6, 2020  
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December 22, 2019 
 
To the Board of Directors 
Youngstown Academy of Excellence 
Mahoning County, Ohio 
1408 Rigby Street 
Youngstown, Ohio 44506 
 
 

INDEPENDENT AUDITOR'S REPORT 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Youngstown Academy of Excellence, 
Mahoning County, Ohio, (the “Academy”) as of and for the year ended June 30, 2019, and the related 
notes to the financial statements, which collectively comprise the Academy’s basic financial statements as 
listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the Academy’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Academy’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
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Youngstown Academy of Excellence 
Independent Auditor’s Report 
Page 2 of 3 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Youngstown Academy of Excellence, Mahoning County, Ohio, as of June 30, 
2019, and the changes in its financial position and its cash flows for the year then ended in accordance 
with accounting principles generally accepted in the United States of America. 
 
Emphasis of a Matter  
 
The accompanying financial statements have been prepared assuming the Academy will continue as a 
going concern. As disclosed in Note 17 to the financial statements, the Academy has previously suffered 
recurring losses from operations and has a net position deficit of $2,734,017 that raises substantial doubt 
about its ability to continue as a going concern. This deficit net position includes the effect of the net 
pension liability, net OPEB asset/liability and related accruals totaling $1,695,987. Note 17 describes 
management’s plan regarding these issues. The financial statements do not include any adjustments that 
might result from the outcome of this uncertainty. Our opinion is not modified with respect to this matter. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the Academy's Proportionate Share of the Net Pension Liability, 
Schedule of the Academy’s Contributions-Pension, Schedule of the Academy’s Proportionate Share of the 
Net OPEB Asset/Liability, and the Schedule of the Academy’s Contributions - OPEB as listed in the table 
of contents, be presented to supplement the basic financial statements. Such information, although not a 
part of the basic financial statements, is required by the Governmental Accounting Standards Board who 
considers it to be an essential part of financial reporting for placing the basic financial statements in an 
appropriate operational, economic, or historical context. We have applied certain limited procedures to 
the required supplementary information in accordance with auditing standards generally accepted in the 
United States of America, which consisted of inquiries of management about the methods of preparing the 
information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic 
financial statements. We do not express an opinion or provide any assurance on the information because 
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance.  
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Youngstown Academy of Excellence 
Independent Auditor’s Report 
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Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated December 22, 
2019 on our consideration of the Academy’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the Academy’s internal control over financial reporting or on compliance. That report is 
an integral part of an audit performed in accordance with Government Auditing Standards in considering 
the Academy’s internal control over financial reporting and compliance. 
 
 
 
 
 

Cambridge, Ohio 
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YOUNGSTOWN ACADEMY OF EXCELLENCE ‐ MAHONING COUNTY, OHIO 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2019 ‐ UNAUDITED 
 

 5

The  discussion  and  analysis  of  the  Youngstown  Academy  of  Excellence’s  (the  “Academy”)  financial 
performance provides an overall review of the Academy’s financial activities for the fiscal year ended June 
30, 2019. The intent of this discussion and analysis is to look at the Academy’s financial performance as a 
whole.   Readers  should also  review  the  financial  statements and notes  to  the  financial  statements  to 
enhance their understanding of  the Academy’s  financial performance. The first year of  the Academy’s 
operations was 2006.  
 
FINANCIAL HIGHLIGHTS 
 
Key Financial Highlights for the Academy for the 2018‐19 school year are as follows:  

 

 Net position increased $325,383. 

 Total revenue increased from $1,626,893 in fiscal 2018 to $1,998,817 in fiscal 2019. 

 Total  operating  expenses  (excluding  interest)  increased  from  $807,775  in  fiscal  2018  to 
$1,624,694 in fiscal 2019.   

 Enrollment increased from 129 to 164 in fiscal year 2019. 
 

OVERVIEW OF FINANCIAL STATEMENTS 
 
The  financial  report  consists  of  three  parts  –required  supplemental  information,  the  basic  financial 
statements, and the notes to the financial statements.  These statements are organized so the reader can 
understand  the  financial  position  of  the  Academy.  Enterprise  accounting  uses  a  flow  of  economic 
resources measurement  focus. With  this measurement  focus,  all  assets  and  all  deferred  outflows  of 
resources and all  liabilities and all deferred  inflows of resources are  included on the statement of net 
position.  The  statement  of  net  position  represents  the  statement  of  position  of  the  Academy.    The 
statement of  revenues, expenses, and changes  in net position presents  increases  (e.g.,  revenues) and 
decreases (e.g., expenses) in net position.  The statement of cash flows reflects how the Academy finances 
and meets  its cash  flow needs.   Finally,  the notes  to  the basic  financial  statements provide additional 
information that is essential to a full understanding of the data provided on the basic financial statements. 
 
FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE 
 
The Academy is not required to present government‐wide financial statements as the Academy is engaged 
in  only  business‐type  activities.  Therefore,  no  condensed  financial  information  derived  from 
governmental‐wide financial statements is included in the discussion and analysis. 
 
The  following  tables  represent  a  summary  the  Academy’s  condensed  financial  information  for  2019 
derived from the statement of net position and the statement of revenues, expenses and changes in net 
position. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Table 1 provides a summary of the Academy’s nets position for 2019 as compared to 2018: 
 
                                                                                   Table 1 
                                                                           Statement of Net Position 
 

2019 2018

Assets:

 Current assets:

    Cash and Cash Equivalents 80,961$           57,317$           

    Accounts Receivable 2,301                125                   

    Intergovernmental Receivable 56,796              36,564             

    Prepaid Expense 58,115              64,408             

      Total current assets 198,173           158,414           

Noncurrent assets:

    Net OPEB Asset 76,834              ‐                    

  Capital Assets, net of Accumulated Depreciation 91,280              110,227           

     Total current assets 168,114           110,227           

Total assets 366,287           268,641           

Deferred Outflows of Resources 425,736           636,525           

Liabilities:

  Current Liabilities:

     Accounts Payable, Trade 62,391              23,352             

     Accounts Payable, Related Party 367,569           470,242           

     Accrued Expenses 16,523              0                       

     Advances Payable 131,000           110,600           

         Total current liabilities 577,483           604,194           

Noncurrent liabilites:

  Net Pension Liability 1,382,600        1,773,706       

  Net OPEB Liability 158,729           390,122           

  Noncurrent Portion of Long‐term Debt 750,000           750,000           

      Total noncurrent liabilites 2,291,329        2,913,828       

          Total liabilities  2,868,812        3,518,022       

Deferred Inflows of Resources 657,228           446,544           

Net Position:

  Invested in Capital Assets 91,280              110,227           

  Unrestricted Net Position (2,825,297)       (3,169,627)      

     Total Net Position (2,734,017)$   (3,059,400)$    
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The Academy has adopted GASB Statement 68, “Accounting and Financial Reporting  for Pensions—an 
Amendment of GASB Statement 27,” and GASB Statement 75, “Accounting and Financial Reporting for 
Postemployment  Benefits  Other  Than  Pensions,”  which  significantly  revises  accounting  for  costs  and 
liabilities related to other postemployment benefits (OPEB).  For reasons discussed below, many end users 
of this financial statement will gain a clearer understanding of the Academy’s actual financial condition by 
adding deferred inflows related to pension and OPEB, the net pension liability and the net OPEB liability 
to the reported net position and subtracting deferred outflows related to pension and OPEB and net OPEB 
asset. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports  prepared  in  accordance  with  generally  accepted  accounting  principles.    Prior  accounting  for 
pensions  (GASB  27)  and  postemployment  benefits  (GASB  45)  focused  on  a  funding  approach.    This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OPEB asset/liability.  GASB 68 and 
GASB 75  take  an  earnings  approach  to  pension  and OPEB  accounting;  however,  the  nature of Ohio’s 
statewide pension/OPEB plans and state law governing those systems requires additional explanation in 
order to properly understand the information presented in these statements. 

 
GASB  68  and GASB  75  require  the  net  pension  liability  and  the  net  OPEB  asset/liability  to  equal  the 
Academy’s proportionate share of each plan’s collective: 
 

1. Present  value  of  estimated  future  pension/OPEB  benefits  attributable  to  active  and  inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 
 
GASB  notes  that  pension  and  OPEB  obligations,  whether  funded  or  unfunded,  are  part  of  the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, 
and the promise of a future pension and other postemployment benefits.  GASB noted that the unfunded 
portion of this promise is a present obligation of the government, part of a bargained‐for benefit to the 
employee, and should accordingly be reported by the government as a liability since they received the 
benefit of the exchange.  However, the Academy is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement  systems  to  provide  healthcare  to  eligible  benefit  recipients.    The  retirement  systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The  employee  enters  the  employment  exchange with  the  knowledge  that  the  employer’s  promise  is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a specific, 
legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the 
unfunded  liability  of  the  pension/OPEB  plan  as  against  the  public  employer.    State  law  operates  to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the  employment  exchange  with  notice  as  to  the  law.    The  retirement  system  is  responsible  for  the 
administration of the pension and OPEB plans.  
 
Most long‐term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time‐off or termination payments.  There is no repayment 
schedule  for  the net  pension  liability  or  the  net OPEB  asset/liability.    As  explained  above,  changes  in 
benefits,  contribution  rates,  and  return on  investments  affect  the balance of  these  liabilities,  but  are 
outside the control of the  local government.    In the event that contributions,  investment returns, and 
other changes are insufficient to keep up with required payments, State statute does not assign/identify 
the responsible party for the unfunded portion.  Due to the unique nature of how the net pension liability 
and  the net OPEB  liability  are  satisfied,  these  liabilities  are  separately  identified within  the  long‐term 
liability section of the statement of net position. 
 
In accordance with GASB 68 and GASB 75,  the Academy’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB asset/liability, respectively, not accounted for 
as deferred inflows/outflows.  
 
There was a significant change in net pension / OPEB liability / asset for the Academy.  The fluctuations 
are due to changes in the actuarial liabilities / assets and related accruals that are passed through to the 
Academy’s  financial  statement.    All  components  of  pension  and  OPEB  accruals  contribute  to  the 
fluctuations  in deferred outflows /  inflows and net pension/OPEB  liabilities/asset and are described  in 
more detail in their respective notes. 
 
Statement of Revenues, Expenses and Change in Net Position ‐ Table 2 shows the change in Net Position 
for fiscal years 2019 and 2018 as well as a listing of revenues and expenses.   This change in Net Position 
is  important because it tells the reader that, for the Academy as a whole, the financial position of the 
Academy has improved or diminished. The cause of this may be the result of many factors, some financial, 
some  not.    Non‐financial  factors  include  the  current  laws  in  Ohio  restricting  revenue  growth,  facility 
conditions, required educational programs and other factors. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Table 2 reflects the changes in net position for the fiscal year 2019 as compared to 2018: 
 
                                                                                      Table 2 

Statement of Revenues, Expenses, and Changes in Net Position 
 

2019 2018

Operating Revenues:

  State Aid 1,488,123$     1,151,559$     

  Miscellaneous ‐                  5,611               

     Total Operating Revenues 1,488,123      1,157,170        

Operating Expenses:

  Purchased Services 1,516,502      695,525           

  Depreciation 18,947            23,405             

  Supplies 51,026            55,764             

  Other Operating Expenses 38,219            33,081             

    Total Operating Expenses: 1,624,694      807,775           

      Operating Income (Loss) (136,571)        349,395           

Nonoperating Revenues and (Expenses):

  Federal and State Restricted Grants 493,194          469,723           

  Other Grants 17,500            ‐                   

  Interest Expense  (48,740)           (48,256)            

    Net Nonoperating Revenues and (Expenses)  461,954          421,467           

Change in Net Position 325,383$        770,862$         

 
Increased State Aid was caused by an increase in enrollment from 129 in 2018 to 164 in 2019.  The increase 
in purchased services  is primarily  result of  the  increased enrollment and a  larger number of  students 
needing to be serviced.  In addition to the application of pension/OPEB expense related to GASB 68/75. 
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CAPITAL ASSETS  
 
At the end of fiscal year 2019, the Academy had $91,280 invested in capital assets (net of accumulated 
depreciation)  for  leasehold  improvements,  computers,  furniture  and  other  equipment.  The  following 
table shows fiscal year 2019 compared to 2018:  
 

2019 2018 Change

Furniture & Equipment 87,764$            91,484$         (3,720)$     

Computer Technology 3,516               18,743          (15,227)    

Net Capital Assets 91,280$            110,227$      (18,947)$   

Capital Assets at June 30 (Net of Depreciation)

 
 
For  further  information  regarding  the Academy’s  capital  assets,  refer  to Note  5  of  the  basic  financial 
statements.   
 
DEBT 
 
At June 30, 2019, the Academy had advances outstanding from Charter School Capital of $131,000 all of 
which  is due within one year and a  long‐term note with  the Academy’s management company, Accel 
Schools in the amount of $750,000.  During fiscal year 2019, no principal payments were made on the 
note. For further information regarding the Academy’s debt, refer to Note 6 and 7 of the Basic Financial 
Statements.  
 
OPERATIONS 
 
Youngstown Academy of Excellence is a public school established pursuant to Ohio Revised Code Chapter 
3314.  The Academy offers education for Ohio children in grades K‐8. The Academy is independent of any 
Academy and  is nonsectarian  in  its programs, admission policies, employment practices, and all other 
operations. The Academy may lease or acquire facilities as needed and contract for any services necessary 
for the operation of the Academy. 
 
REQUESTS FOR INFORMATION 
 
This financial report is designed to provide our citizens, taxpayers, investors and creditors with a general 
overview of the academy’s finances and to show the Academy’s accountability for the money it receives.  
If you have any questions concerning this report, please contact the Academy’s Fiscal Officer, C. David 
Massa, CPA of Massa Financial Solutions, LLC, 1408 Rigby Street, Youngstown, Ohio 44506. 
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YOUNGSTOWN ACADEMY OF EXCELLENCE ‐ MAHONING COUNTY, OHIO 
Statement of Net Position 

June 30, 2019 
 

Assets:

Current Assets:

    Cash and Cash Equivalents 80,961$            

    Accounts Receivable  2,301

    Intergovernmental Receivable 56,796

    Prepaid Expense 58,115

      Total Current Assets 198,173

Noncurrent Assets:

  Net OPEB Asset 76,834

  Capital Assets, net of Accumulated Depreciation 91,280

      Total Noncurrent Assets 168,114

Total Assets 366,287            

Deferred Outflows of Resources:

    Pension 402,239            

    OPEB 23,497               

Total Deferred Outflows of Resources 425,736            

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 62,391               

    Accounts Payable, Related Party 367,569            

    Accrued Expenses 16,523               

    Advances Payable 131,000            

       Total Current Liabilities 577,483            

Noncurrent Liabilities:

  Net Pension Liabil ity 1,382,600

  Net OPEB Liabil ity 158,729

  Noncurrent Portion of Long‐term Debt 750,000

    Total Noncurrent Liabilities 2,291,329

       Total Liabilities 2,868,812

Deferred Inflows of Resources:

    Pension 464,578            

    OPEB 192,650            

Total Deferred Inflows of Resources 657,228            

Net Position:

  Invested in Capital Assets 91,280

  Unrestricted Net Position (2,825,297)

  Total Net Position (2,734,017)$     

See Accompanying Notes to the Basic Financial Statements
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YOUNGSTOWN ACADEMY OF EXCELLENCE ‐ MAHONING COUNTY, OHIO 

   
Statement of Revenues, 

Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2019 

 
 

Operating Revenues:

  State Aid 1,488,123$       

    Total Operating Revenues 1,488,123

Operating Expenses:

  Purchased Services 1,516,502

  Depreciation 18,947

  Supplies 51,026

  Other Operating Expenses 38,219

    Total Operating Expenses 1,624,694

      Operating Loss (136,571)

Non‐Operating Revenues and (Expenses):

  Federal and State Restricted Grants  493,194

  Interest Expense (48,740)             

  Other Grants 17,500               

    Net Nonoperating Revenues and (Expenses) 461,954

Change in Net Position 325,383            

Net Position Beginning of Year (3,059,400)        

Net Position End of Year (2,734,017)$     

See Accompanying Notes to the Basic Financial Statements
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YOUNGSTOWN ACADEMY OF EXCELLENCE ‐ MAHONING COUNTY, OHIO 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2019 

 
 

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 1,488,586$       

Cash Payments to Suppliers for Goods and Services (1,926,601)        

Net Cash Used For Operating Activities (438,015)           

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Charter School Capital Proceeds 685,900            

Charter School Capital Payments (665,500)           

Charter School Capital Program Fees (29,990)             

Note Payable Interest Payments (18,750)             

Federal and State Grant Receipts 489,999            

Net Cash Provided By Noncapital Financing Activities 461,659            

Net Increase in Cash and Cash Equivalents 23,644               

Cash and Cash Equivalents ‐ Beginning of the Year 57,317               

Cash and Cash Equivalents ‐ Ending of the Year 80,961$            

See Accompanying Notes to the Basic Financial Statements

 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

(Continued)
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YOUNGSTOWN ACADEMY OF EXCELLENCE ‐ MAHONING COUNTY, OHIO  
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2019 

(Continued) 

Reconciliation of Operating Loss to Net Cash Used For Operating Activities

Operating Loss (136,571)$         

Adjustments to Reconcile Operating Loss to 

Net Cash Used For Operating Activities:

Depreciation 18,947               

Changes in Assets, Liabil ities, and Deferred Inflows and Outflows of Resources:

(Increase)/ Decrease in Receivables (1,713)                

(Increase)/ Decrease in Deferred Outflows 210,789            

Increase/ (Decrease) in Deferred Inflows 210,684            

Increase/ (Decrease) in Net Pension Liabil ity (391,106)           

(Increase)/ Decrease in Prepaid Expense 6,293                 

Increase/ (Decrease) in Accounts Payable, Trade 39,039               

Increase/ (Decrease) in Accounts Payable, Related (102,673)           

Increase/ (Decrease) in Accrued Expense 16,523               

(Increase)/ Decrease in Net OPEB Asset (76,834)             

Increase/ (Decrease) in Net OPEB Liability (231,393)           

Net Cash Used For Operating Activities (438,015)$         

See Accompanying Notes to the Basic Financial Statements
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NOTE 1 – DESCRIPTION OF ACADEMY 
 
The Youngstown Academy of Excellence (the “Academy”) is a nonprofit corporation established pursuant 
to Ohio Revised Code Chapter 3314. The Academy offers education for Ohio children in grades K‐8.  The 
Academy  is  independent  of  any  Academy  and  is  nonsectarian  in  its  programs,  admission  policies, 
employment practices, and all other operations. The Academy may lease or acquire facilities as needed 
and contract for any services necessary for the operation of the Academy.  The Academy is a federally 
recognized 501(c)(3) nonprofit corporation established pursuant to Ohio Revised Code Chapter 1702. 
 
The Academy was initially approved for operation under a contract with the St. Aloysius Orphanage (the 
Sponsor)  for  a  period  of  five  academic  years  commencing  after  July  1,  2005  and,  with  extensions, 
continued  through  June  30,  2012.  Effective  July  1,  2012  through  June  30,  2015,  the  Academy  was 
approved for operation under a sponsor contract with Ohio Department of Education. Effective July 1, 
2015  the  Ohio  Department  of  Education  extended  the  sponsor  contract  through  June  30,  2020.  The 
Sponsor  is  responsible  for evaluating  the performance of  the Academy and has  the authority  to deny 
renewal of the contract at its expiration or terminate the contract prior to its expiration. 
 
The Academy operates under the direction of a Governing Board that consists of five individuals who are 
not owners  or  employees,  or  immediate  relatives  or owners or  employees  of  any  for‐profit  firm  that 
operate or manage the Academy for the Governing Board. The Board is responsible for carrying out the 
provisions  of  the  contract  that  include,  but  are  not  limited  to,  state‐mandated  provisions  regarding 
student  population,  curriculum,  academic  goals,  performance  standards,  admission  standards,  and 
qualifications of teachers. 
 

The Academy contracts with Accel Schools for management services including management of personnel 
and human resources, the program of instruction, technology, marketing, data management, purchasing, 
strategic planning, public relations, financial reporting, recruiting, compliance issues, budgets, contracts, 
and equipment and facilities. See Note 15.   
 

NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The  financial  statements  of  the  Academy  have  been  prepared  in  conformity with  generally  accepted 
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards 
Board  (GASB)  is  the  accepted  standard‐setting  body  for  establishing  governmental  accounting  and 
financial reporting principles.  The more significant of the Academy’s accounting policies are described 
below. 
 

Basis of Presentation ‐ The Academy’s basic financial statements consist of a statement of net position; a 
statement  of  revenues,  expenses,  and  changes  in  net  position;  and  a  statement  of  cash  flows.  The 
Academy uses a single enterprise presentation for its financial records.  Enterprise reporting focuses on 
the determination of operating income, changes in net position, financial position, and cash flows.   
 
Measurement  Focus  ‐  The  enterprise  activity  is  accounted  for  using  a  flow  of  economic  resources 
measurement focus. All assets, deferred outflows/deferred inflows of resources, and liabilities associated 
with  the  operation  of  the Academy  are  included  on  the  statement  of  net  position.  The  statement  of 
revenues, expenses, and changes in net position presents increases (e.g. revenues) and decreases (e.g. 
expenses) in net position.  The statement of cash flows reflects how the Academy finances meet its cash 
flow needs. 
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Basis of Accounting  ‐ Basis of  accounting determines when  transactions are  recorded  in  the  financial 
records and reported on the financial statements.  The Academy’s financial statements are prepared using 
the accrual basis of accounting. Revenue resulting from exchange transactions, in which each party gives 
and  receives essentially equal value,  is  recorded on  the accrual basis when  the exchange  takes place.  
Revenue  resulting  from  nonexchange  transactions,  in which  Academy  receives  value without  directly 
giving equal value in return, such as grants and entitlements, are recognized in the period in which all 
eligibility requirements have been satisfied.   Eligibility requirements include timing requirements, which 
specify the period when the resources are required to be used or the period when use is first permitted, 
matching requirements,  in which the Academy must provide local resources to be used for a specified 
purpose,  and  expenditure  requirements,  in  which  the  resources  are  provided  to  the  Academy  on  a 
reimbursement basis.  Expenses are recognized at the time they are incurred. 
 

Budgetary Process ‐ Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C). However, unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter 5705, unless specifically provided  in  the contract between the Academy and  its Sponsor. The 
contract between the Academy and its Sponsor does not require the Academy to follow the provisions 
Ohio Revised Code Chapter 5705; therefore, no budgetary information is presented in the basic financial 
statements.  

 
Cash and Cash Equivalents ‐ Cash received by the Academy is reflected as “Cash and Cash Equivalents” 
on the statement of net position. The Academy had no investments during the fiscal year ended June 30, 
2019. 
 
Prepaid Items ‐ The Academy records payments made to vendors for services that will benefit periods 
beyond June 30, 2019, as prepaid items using the consumption method. A current asset for the prepaid 
amount is recorded at the time of the purchase and an expense is reported in the year in which services 
are consumed. 
 
Capital Assets ‐ The Academy’s capital assets during fiscal year 2019 consisted of furniture, computers 
and other equipment as well as leasehold improvements to make the lower level of the facility useable.  
All  capital  assets  are  capitalized  at  cost  and  updated  for  additions  and  retirements  during  the  fiscal 
year.  Donated capital assets are recorded at their acquisition value as of the date received. The Academy 
maintains a capitalization threshold of one thousand five hundred dollars.  The Academy does not have 
any infrastructure.  Improvements are capitalized.  The costs of normal maintenance and repairs that do 
not add to the value of the asset or materially extend an asset’s life are not capitalized.   
 
All capital assets are depreciated over the remaining useful lives of the related assets.   Depreciation is 
computed using the straight‐line method over the following useful lives:   
   

 

Description Useful Lives

Furniture and Equipment 5-20 years

Computer Technology 5 years
Leasehold Improvements Remaining term of the facility lease
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Net Position  ‐ Net position represents  the difference between assets, deferred outflows of resources, 
liabilities,  and deferred  inflows of  resources.       Net  position  is  reported  as  restricted when  there  are 
limitations imposed on their use through external restriction imposed by creditors, grantors, or laws and 
regulations of other governments.  The Academy applies restricted resources when an expense is incurred 
for purposes for which both restricted and unrestricted net position is available. Net position invested in 
capital assets consist of capital assets, net of accumulated depreciation.  
   
Operating Revenues and Expenses ‐ Operating revenues are those revenues that are generated directly 
from the primary activity of the Academy.  Operating expenses are necessary costs incurred to provide 
the  service  that  is  the  primary  activity  of  the  Academy.  All  revenues  and  expenses  not meeting  this 
definition are reported as non‐operating. 
 
Deferred Inflows and Deferred Outflows of Resources In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of  resources  represent  a  consumption of  net  position  that  applies  to  a  future period  and will  not  be 
recognized  as  an  outflow  of  resources  (expense/expenditure)  until  then.    For  the  Academy,  deferred 
outflows of resources are reported on the statement of net position for pension and OPEB.  The deferred 
outflows of resources related to pension and OPEB plans are explained in Notes 10 and 11.  
  
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. For the Academy, deferred inflows of resources include 
pension and OPEB. These amounts are deferred and recognized as an inflow of resources in the period 
the amounts become available.   Deferred  inflows of  resources  related to pension and OPEB plans are 
reported on the statement of net position. (See Notes 10 and 11)  
 
Pensions/Other  Postemployment  Benefits  (OPEB)  For  purposes  of measuring  the  net  pension/OPEB 
asset/liability,  deferred  outflows  of  resources  and  deferred  inflows  of  resources  related  to 
pensions/OPEB,  and  pension/OPEB  expense,  information  about  the  fiduciary  net  position  of  the 
pension/OPEB plans and additions to/deductions from their fiduciary net position have been determined 
on the same basis as they are reported by the pension/OPEB plan.  For this purpose, benefit payments 
(including refunds of employee contributions) are recognized when due and payable in accordance with 
the benefit terms.  The pension/OPEB plans report investments at fair value. 
 
Estimates  ‐ The preparation of  financial  statements  in  conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from those estimates.  
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NOTE 3 ‐ CASH AND CASH EQUIVALENTS 
 
The Academy classifies deposits by category of risk as defined in GASB Statement No.3 “Deposits with 
Financial  Institutions,  Investments  (including  Repurchase  Agreements)  and  Reverse  Repurchase 
Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk Disclosures”. 
 
The Academy maintains its cash balances at Huntington Bank in Ohio. The balances are insured by the 
Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account. At June 30, 2019, 
the book amount of the Academy’s deposits was $80,961 and the bank balance was $88,260.  None of the 
Academy’s bank balance was uninsured and exposed to custodial credit risk. 
 

NOTE 4 ‐ RECEIVABLES 
 
At June 30, 2019, the Academy had receivables in the amount of $56,796. These receivables represent 
monies due from Federal programs and State Aid adjustments which were not received as of June 30, 
2019.The receivables are expected to be collected within one year.  In addition, the Academy had $2,301 
in accounts receivable. 
 

NOTE 5 – CAPITAL ASSETS 
 
The capital asset activity for the fiscal year ended June 30, 2019, was as follows: 

 

Balance Balance

06/30/18 Additions Deletions 06/30/19

Capital Assets:

Computer Technology 207,727$        ‐$                 ‐$               207,727$         

Furniture & Equipment 145,272          ‐                    ‐                 145,272           

Leasehold Improvements 40,658             ‐                    ‐                 40,658             

Total Capital Assets 393,657          ‐                    ‐                 393,657           

Less Accumulated Depreciation:

Computers & Technology (188,983)         (15,227)           ‐                 (204,210)         

Furniture & Equipment (53,789)           (3,720)              ‐                 (57,509)            

Leasehold Improvements (40,658)           ‐                    ‐                 (40,658)            

Total Accumulated Depreciation (283,430)         (18,947)           ‐                 (302,377)         

Total Capital Assets, Net 110,227$        (18,947)$         ‐$               91,280$           
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NOTE 6 – ADVANCES PAYABLE 
 
During the fiscal year ending 2019, the Academy received working capital advances from Charter School 
Capital through a receivables purchase agreement. As the Academy receives its monthly State funding, 
these advances are repaid, however,  the Academy may elect  to  receive future advances  from Charter 
School Capital by entering into additional agreements.  The total cost of funding for the year was $29,990. 
 
A summary of advances payable for the Academy at June 30, 2019, is as follows: 

 
  
 

 
 
 
 

NOTE 7 – LONG‐TERM OBLIGATIONS 
 
The changes in the Academy’s long‐term obligations during fiscal year 2019 were as follows: 
 

In consideration of  the new management agreement,  the management company agreed  to  forgive or 
restructure the debt formerly owed to Mosaica Education and assumed by Accel Schools as part of  its 
purchase of Mosaica’s assets. As a result of this agreement, $750,000 of certain related party accounts 
payable and long‐term obligations is restructured as a note payable to Accel Schools, LLC with a term of 
20 years and an interest rate of 2.5%. No payments shall be made on the principal during the term of the 
note unless the Academy is operating at a surplus. In fiscal 2019 the interest on the note totaled $18,750. 
 
There are no prepayment penalties on the note.    In the event of default, the  lender at  its option may 
increase  the  interest  rate  up  to  5.00  percentage points  above  the  current  rate  or  any  lessor  amount 
permitted  by  law.    In  addition,  at  the  lender’s  option,  accelerate  the  term  and  demand  payment  be 
immediately due.  Defaults are defined as late payments, failure to comply with management agreement, 
providing false statements, dissolution or insolvency, creditor or forfeiture proceedings, school closure. 
 

Balance 

6/30/2018 Additions Reductions

Balance 

6/30/2019

Charter School Capital 110,600$           685,900$           (665,500)$        131,000$          

Balance 

6/30/2018 Additions Reductions

Balance 

6/30/2019

Due within 

One Year

Post Employment Liability:

Net Pension Liability: 1,773,706$            ‐$                  (391,106)$         1,382,600$          ‐$                 

Net OPEB Liability 390,122                  ‐                     (231,393)            158,729                ‐                    

Total Post Employment Liability 2,163,828              ‐                     (622,499)            1,541,329            ‐                    

Direct Borrowing:

Accel Schools ‐ Notes Payable 750,000                  ‐                     ‐                      750,000                ‐                    

Total Long‐Term Obligations 2,913,828$            ‐$                  (622,499)$         2,291,329$          ‐$                 
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NOTE 7 – LONG‐TERM OBLIGATIONS (Continued) 
 
A summary of future note obligations is as follows: 
 

2020 0$                      18,750$          

2021 0 18,750

2022 0 18,750

2023 0 18,750

2024 0 18,750
2025‐2029 0 93,750

2030‐2034 750,000 93,750

Total 750,000$         281,250$        

Principal Interest

Note Payable Accel Schools
Fiscal year ending 

June 30

 
 
NOTE 8 – RISK MANAGEMENT 
 
The Academy is exposed to various risks of loss related to torts; theft of, damage to, and destruction of 
assets; errors and omissions; injuries to employees; and natural disasters.  During fiscal year 2019, the 
Academy contracted with the Hartford Casualty Insurance Company.  
 
Settled claims have not exceeded this commercial coverage in the past three years and there have been 
no significant reductions in insurance coverage from the prior year. 
 

General Liability:
Each Occurrence 1,000,000$   
Aggregate Limit 2,000,000    
Products ‐ Completed Operations Aggregate Limit 2,000,000    
Medical Expense Limit ‐ Any One Person/Occurrence 15,000          
Damage to Rented Premises ‐ Each Occurrence 500,000        
Personal and Advertising Injury 1,000,000    

Business Personal Propert 303,200        

Automobile Liability:
Combined Single Limit 1,000,000    

Excess/Umbrella

Each Occurrence 3,000,000    

Aggregate Limit 3,000,000    
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NOTE 9 – PURCHASED SERVICES 
 
For the year ended June 30, 2019, purchased service expenses were for the following services: 
 

Purchased Services Amount

  Personnel Services $778,713

  Professional Services 393,517

  Property Services 139,563

  Utilities 41,177

  Travel & Meetings 3,765

  Communications 31,865

  Contractual Trade 126,277

  Pupil Transportation 1,625

Total $1,516,502

 
NOTE 10 – DEFINED BENEFIT PENSION PLAN 

   
Net Pension Liability 
 
The net pension liability reported on the statement of net position represents a liability to employees for 
pensions.  Pensions  are  a  component  of  exchange  transactions—between  an  employer  and  its 
employees—of salaries and benefits for employee services.  Pensions are provided to an employee—on a 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services each financial period.  The obligation to sacrifice resources for pensions is a present obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long‐
term  variables,  including  estimated  average  life  expectancies,  earnings  on  investments,  cost  of  living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   

 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy  cannot  control  benefit  terms  or  the manner  in which  pensions  are  financed;  however,  the 
Academy  does  receive  the  benefit  of  employees’  services  in  exchange  for  compensation  including 
pension.  

 
GASB 68  assumes  the  liability  is  solely  the obligation of  the  employer,  because  (1)  they benefit  from 
employee  services;  and  (2)  State  statute  requires  all  funding  to  come  from  these  employers.    All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State  legislature.   Any resulting  legislative change to benefits or funding could 
significantly affect the net pension liability.  Resulting adjustments to the net pension liability would be  
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NOTE 10 – DEFINED BENEFIT PENSION PLAN (continued) 
   

Net Pension Liability – continued  
 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net pension liability 
on  the  accrual  basis  of  accounting.    Any  liability  for  the  contractually‐required  pension  contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   

 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Plan  Description  –  Academy  non‐teaching  employees  participate  in  SERS,  a  statewide,  cost‐sharing 
multiple‐employer  defined  benefit  pension  plan  administered  by  SERS.    SERS  provides  retirement, 
disability and survivor benefits  to plan members and beneficiaries.   Authority  to establish and amend 
benefits  is provided by Ohio Revised Code Chapter 3309.   SERS issues a publicly available, stand‐alone 
financial  report  that  includes  financial  statements,  required  supplementary  information  and  detailed 
information about SERS’ fiduciary net position.  That report can be obtained by visiting the SERS website 
at www.ohsers.org under Employers/Audit Resources.  
 
Age and service requirements for retirement are as follows: 
  

 
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the  Academy  is  required  to  contribute  14  percent  of  annual  covered  payroll.    The  contribution 
requirements  of  plan  members  and  employers  are  established  and  may  be  amended  by  the  SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent for 
employers.    The  Retirement  Board,  acting  with  the  advice  of  the  actuary,  allocates  the  employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B 
Fund, and Health Care Fund).  For the fiscal year ended June 30, 2019, the allocation to pension, death 
benefits, and Medicare B was 13.5 percent.  SERS allocated 0.5 percent of employer contributions to the 
Health Care Fund for fiscal year 2019. 
 
The Academy’s contractually required contribution to SERS was $27,797 for fiscal year 2019.  
 
 

Eligible to Retire before Eligible to Retire on or after

August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or

Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
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NOTE 10 – DEFINED BENEFIT PENSION PLAN (continued) 
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – Academy licensed teachers and other faculty members participate in STRS Ohio, a cost‐
sharing multiple‐employer  public  employee  retirement  system  administered  by  STRS.    STRS  provides 
retirement and disability benefits  to members and death and survivor benefits  to beneficiaries.    STRS 
issues  a  stand‐alone  financial  report  that  includes  financial  statements,  required  supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215‐3771, by calling (888) 227‐7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New  members  have  a  choice  of  three  retirement  plans;  a  Defined  Benefit  (DB)  Plan,  a  Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307. 
For the DB Plan, from August 1, 2015–July 1, 2017, any member could retire with reduced benefits who 
had (1) five years of service credit and age 60; (2) 26 years of service credit and age 55; or (3) 30 years of 
service  credit  regardless  of  age.  Effective  August  1,  2017–July  1,  2019,  any member may  retire with 
reduced benefits who has (1) five years of service credit and age 60; (2) 27 years of service credit and age 
55; or  (3) 30 years of service credit  regardless of age. Eligibility changes will  continue to be phased  in 
through August 1, 2026, when retirement eligibility for unreduced benefits will be five years of service 
credit and age 65, or 35 years of  service credit and at  least age 60. Retirement eligibility  for  reduced 
benefits will be five years of service credit and age 60, or 30 years of service credit regardless of age. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.    The  remaining 4.5 percent of  the 14 percent employer  rate  is  allocated  to  the defined 
benefit unfunded liability.  Effective July 1, 2017, employer contributions of 9.53 percent are placed in the 
investment accounts and the remaining 4.47 percent of the 14 percent employer rate is allocated to the 
defined benefit unfunded  liability. A member  is eligible  to  receive a  retirement benefit at age 50 and 
termination of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum 
withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
In the Combined Plan, member contributions are allocated among investment choices by the member, 
and employer contributions are used to fund a defined benefit payment. A member’s defined benefit is 
determined by multiplying one percent of the member’s final average salary by the member’s years of 
service credit. The defined benefit portion of the Combined Plan payment is payable to a member on or 
after age 60 with five years of service. The DC portion of the account may be taken as a  lump sum or 
converted to a lifetime monthly annuity at age 50 and termination of employment. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another  STRS plan.    The optional  annuitization of  a member’s defined  contribution account or  the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS  
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NOTE 10 – DEFINED BENEFIT PENSION PLAN (continued) 
 
Plan Description ‐ State Teachers Retirement System (STRS) – continued  
 
bearing the risk of  investment gain or  loss on the account.   STRS has therefore  included all three plan 
options as one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with  five or more years of credited service who  is determined to be 
disabled  may  qualify  for  a  disability  benefit.    Eligible  survivors  of  members  who  die  before  service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance.  
 
Funding  Policy  –  Employer  and  member  contribution  rates  are  established  by  the  State  Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30,  2019,  plan members were  required  to  contribute  14  percent  of  their  annual  covered  salary.  The 
Academy was  required  to  contribute 14 percent;  the entire 14 percent was  the portion used  to  fund 
pension obligations.  The fiscal year 2019 contribution rates were equal to the statutory maximum rates. 

 
The Academy’s contractually required contribution to STRS was $84,180 for fiscal year 2019. 
 
Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions 
 
The net pension liability was measured as of June 30, 2018, and the total pension liability used to calculate 
the  net  pension  liability  was  determined  by  an  independent  actuarial  valuation  as  of  that  date.  The 
Academy's employer allocation percentage of the net pension liability was based on the employer’s share 
of  employer  contributions  in  the  pension  plan  relative  to  the  total  employer  contributions  of  all 
participating  employers.  Following  is  information  related  to  the  proportionate  share  and  pension 
expense: 
 

 
 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to  

 

SERS STRS Total

Proportion of the Net Pension Liability

  Prior Measurement Date 0.00563550% 0.00604919%

Proportion of the Net Pension Liability

  Current Measurement Date 0.00578440% 0.00478137%

Change in Proportionate Share 0.00014890% -0.00126782%

Proportionate Share of the Net Pension

  Liability 331,284               1,051,316            1,382,600            

Pension Expense 70,504                 (69,309)                1,195                   
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NOTE 10 – DEFINED BENEFIT PENSION PLAN (continued) 
 
the difference between projected and actual  investment earnings, differences between expected and 
actual  actuarial  experience,  changes  in  assumptions  and  changes  in  the Academy’s  proportion of  the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense  over  current  and  future  periods.  The  difference  between  projected  and  actual  investment 
earnings is recognized in pension expense using a straight‐line method over a five‐year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight‐line method. Employer 
contributions to the pension plan subsequent to the measurement date are also required to be reported 
as a deferred outflow of resources.  
 
At June 30, 2019 the Academy reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  
 

 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 18,170                 24,268                 42,438                 

Changes of assumptions 7,482                   186,314               193,796               

Net difference between projected and

  actual earnings on pension plan investments -                       -                       -                       

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 54,028                 -                       54,028                 

Academy contributions subsequent to the 

  measurement date 27,797                 84,180                 111,977               

Total Deferred Outflows of Resources 107,477               294,762               402,239               

-                       -                       

Deferred Inflows of Resources

Differences between expected and

  actual experience -                       6,865                   6,865                   

Changes of assumptions -                       -                       -                       

Net difference between projected and

  actual earnings on pension plan investments 9,178                   63,751                 72,929                 

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 1,199                   383,585               384,784               

Total Deferred Inflows of Resources 10,377                 454,201               464,578               
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NOTE 10 – DEFINED BENEFIT PENSION PLAN (continued) 
 
$111,977  reported  as  deferred  outflows  of  resources  related  to  pension  resulting  from  Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2020.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to pension will be recognized in pension expense as follows:  

 
Actuarial Assumptions ‐ SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67, 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment terminations).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits  for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and  the historical pattern of  sharing benefit  costs between  the employers and plan 
members  to  that point.  The projection of benefits  for  financial  reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long‐term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the  benefits,  if  any,  paid  to  the  employee  after  termination  of  employment  until  the  death  of  the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key  methods  and  assumptions  used  in  calculating  the  total  pension  liability  in  the  latest  actuarial 
valuation, prepared as of June 30, 2018, are presented below: 
 
 
 

SERS STRS Total

Fiscal Year Ending June 30:

2020 66,474                 (78,102)                 (11,628)                

2021 16,515                 (41,571)                 (25,056)                

2022 (10,871)                (63,100)                 (73,971)                

2023 (2,815)                  (60,846)                 (63,661)                

-                       

-                                             -                       

Total 69,303                 (243,619)               (174,316)              
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NOTE 10 – DEFINED BENEFIT PENSION PLAN (continued) 
 
Actuarial Assumptions – SERS – continued  
 

 
 
For post‐retirement mortality, the table used in evaluating allowances to be paid is the RP‐2014 Blue Collar 
Mortality Table with fully generational projection and Scale BB, with 120 percent of male rates and 110 
percent of female rates used. The RP‐2000 Disabled Mortality Table with 90 percent for male rates and 
100 percent for female rates set back five years is used for the period after disability retirement.  
 
The  long‐term  return  expectation  for  the  Pension  Plan  Investments  has  been  determined  by  using  a 
building‐block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A  forecasted  rate  of  inflation  serves  as  the  baseline  for  the  return  expectation.    Various  real  return 
premiums over  the baseline  inflation  rate have been established  for  each asset  class.    The  long‐term 
expected nominal rate of return has been determined by calculating an arithmetic weighted average of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the expected return from rebalancing uncorrelated asset classes. The asset allocation, as used in the June 
30, 2015 five‐year experience study, is summarized as follows: 
 

 
 
Discount Rate Total pension liability was calculated using the discount rate of 7.50 percent. The projection 
of  cash  flows  used  to  determine  the  discount  rate  assumed  that  employers  would  contribute  the 
actuarially  determined  contribution  rate  of  projected  compensation  over  the  remaining  26‐year 
amortization  period  of  the  unfunded  actuarial  accrued  liability.  Projected  inflows  from  investment 
earnings were calculated using the long‐term assumed investment rate of return (7.50 percent). Based on 
those  assumptions,  the  plan’s  fiduciary  net  position was  projected  to  be  available  to make  all  future 
benefit payments of current plan members. Therefore, the long‐term expected rate of return on pension 
plan investments was applied to all periods of projected benefits to determine the total pension liability.  

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)
COLA or Ad Hoc COLA 2.50 percent, on and after April 1, 2018, COLA's for future retirees 

will be delayed for three years following commencement

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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NOTE 10 – DEFINED BENEFIT PENSION PLAN (continued) 
 
Actuarial Assumptions – SERS – continued  
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the  following table presents  the Academy’s proportionate share of  the net pension  liability calculated 
using the discount rate of 7.50 percent, as well as what the Academy’s net pension liability would be if it 
were calculated using a discount rate that is one percentage point lower (6.50 percent), or one percentage 
point higher (8.50 percent) than the current rate. 

  
 
Actuarial Assumptions ‐ STRS 
 
The  total  pension  liability  in  the  July  1,  2018  actuarial  valuation was  determined  using  the  following 
actuarial assumptions, applied to all periods included in the measurement:  
 

 
 
Post‐retirement mortality rates are based on RP‐2014 Annuitant Mortality Table with 50 percent of rates 
through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between ages 80 and 
84, and 100 percent of rates thereafter, projected forward generationally using mortality improvement 
scale MP‐2016; pre‐retirement mortality rates are based on RP‐2014 Employee Mortality Table, projected 
forward generationally using mortality improvement scale MP‐2016. 
 
The actuarial assumptions used in the July 1, 2018 valuation, were adopted by the board from the results 
of an actuarial experience study for July 1, 2011, through June 30, 2016. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 
 
 
 
 
 

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

Academy's proportionate share

  of the net pension liability $466,638 $331,284 $217,798

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Projected Payroll Growth 3.00 percent
Cost-of-Living Adjustments 0.00 percent

Attachment 26: Audited Financial Statements Page 6029



YOUNGSTOWN ACADEMY OF EXCELLENCE ‐ MAHONING COUNTY, OHIO 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2019 
 

 29

NOTE 10 – DEFINED BENEFIT PENSION PLAN (continued) 
 
Actuarial Assumptions – STRS – continued  
 

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.  Over  a  30‐year  period,  STRS’  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2018. The projection of cash flows used to determine the discount rate assumes that employer and 
member contributions will be made at statutory contribution rates of 14 percent each. For this purpose, 
only  employer  contributions  that  are  intended  to  fund  benefits  of  current  plan  members  and  their 
beneficiaries are included. Based on those assumptions, STRS’ fiduciary net position was projected to be 
available to make all projected future benefit payments to current plan members as of June 30, 2018. 
Therefore, the long‐term expected rate of return on pension plan investments of 7.45 percent was applied 
to all periods of projected benefit payments to determine the total pension liability as of June 30, 2018. 
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the Academy's proportionate share of the net pension liability as of 
June 30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as 
what the Academy's proportionate share of the net pension liability would be if it were calculated using a 
discount  rate  that  is  one‐percentage‐point  lower  (6.45 percent)  or  one‐percentage‐point  higher  (8.45 
percent) than the current assumption:  

  
 
 

 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share

  of the net pension liability $1,535,308 $1,051,316 $641,682
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS 
 
Net OPEB Asset/Liability 

 
The net OPEB asset/liability reported on the statement of net position represents an asset or liability to 
employees  for  OPEB.  OPEB  is  a  component  of  exchange  transactions‐–between  an  employer  and  its 
employees—of salaries and benefits for employee services.   OPEB are provided to an employee—on a 
deferred‐payment basis—as part of the total compensation package offered by an employer for employee 
services  each  financial  period.    The  obligation  to  sacrifice  resources  for  OPEB  is  a  present  obligation 
because it was created as a result of employment exchanges that already have occurred. 

 
The net OPEB asset/liability represents the Academy’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB asset/liability calculation is dependent on critical long‐
term  variables,  including  estimated  average  life  expectancies,  earnings  on  investments,  cost  of  living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting these estimates annually.   

 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which OPEB are financed; however, the Academy 
does receive the benefit of employees’ services in exchange for compensation including OPEB.  

 
GASB 75 assumes the asset/liability is solely that of the employer, because they benefit from employee 
services.   OPEB contributions come from these employers and health care plan enrollees, which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio Revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
to benefits or funding could significantly affect the net OPEB asset/liability. Resulting adjustments to the 
net OPEB asset/liability would be  effective when  the  changes  are  legally  enforceable.  The  retirement 
systems may allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long‐term net OPEB asset/ 
liability on the accrual basis of accounting.  Any liability for the contractually‐required OPEB contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   

 
Plan Description ‐ School Employees Retirement System (SERS) 
 
Health Care Plan Description ‐ The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non‐certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a 
cost‐sharing  other  postemployment  benefit  (OPEB)  plan.    SERS’ Health Care  Plan provides  healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the death of a member or retiree, are eligible for SERS’ health care coverage. Most retirees and  
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Plan Description ‐ School Employees Retirement System (SERS) – continued  
 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self‐insured preferred provider 
organization  for  its  non‐Medicare  retiree  population.  For  both  groups,  SERS  offers  a  self‐insured 
prescription drug program. Health care  is a benefit  that  is permitted, not mandated, by  statute.    The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the 
plan selected, qualified years of service, Medicare eligibility, and retirement status.   
 
Funding  Policy  ‐  State  statute  permits  SERS  to  fund  the  health  care  benefits  through  employer 
contributions.    Each  year,  after  the  allocation  for  statutorily  required  pensions  and  benefits,  the 
Retirement Board may allocate  the  remainder of  the employer  contribution of 14 percent of  covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2019, 0.5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro‐rated if 
less than a full year of service credit was earned. For fiscal year 2019, this amount was $21,600. Statutes 
provide that no employer shall pay a health care surcharge greater than 2.0 percent of that employer’s 
SERS‐covered payroll; nor may SERS collect  in aggregate more than 1.5 percent of  the  total statewide 
SERS‐covered  payroll  for  the  health  care  surcharge.    For  fiscal  year  2019,  the  Academy’s  surcharge 
obligation was $621.  
 
The surcharge, added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The Academy’s contractually required contribution to SERS was 
$1,551 for fiscal year 2019.     
 
Plan Description ‐ State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost‐sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part 
B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the 
report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227‐7877. 
 
Funding  Policy  –  Ohio  Revised  Code  Chapter  3307  authorizes  STRS  to  offer  the  Plan  and  gives  the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed  
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Plan Description ‐ State Teachers Retirement System (STRS) – continued  
 
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees,  for  the most  recent  year,  pay  a  portion  of  the  health  care  costs  in  the  form of  a monthly 
premium.  Under Ohio law, funding for post‐employment health care may be deducted from employer 
contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2019, STRS did 
not allocate any employer contributions to post‐employment health care.   
 
OPEB Assets/Liabilities, OPEB Expense, and Deferred Outflows/Inflows of Resources Related to OPEB  
 
The net OPEB asset/liability was measured as of June 30, 2018, and the total OPEB asset/liability used to 
calculate  the  net  OPEB  asset/liability  was  determined  by  an  actuarial  valuation  as  of  that  date.  The 
Academy's proportion of the net OPEB asset/liability was based on the Academy's share of contributions 
to the respective retirement systems relative to the contributions of all participating entities.  Following 
is information related to the proportionate share and OPEB expense: 

 

 
 
At June 30, 2019, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources:  
 
 
 
 
 
 
 
 
 
 
 
 
 

SERS STRS Total

Proportion of the Net OPEB Liability

  Prior Measurement Date 0.00574220% 0.00604919%

Proportion of the Net OPEB Liability/asset

  Current Measurement Date 0.00572150% 0.00478137%

Change in Proportionate Share -0.00002070% -0.00126782%

Proportionate Share of the Net OPEB

  Liability/(asset) 158,729               (76,834)                81,895                 

OPEB Expense 11,526                 (177,053)              (165,527)              
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 

 
$1,551 reported as deferred outflows of resources related to OPEB resulting from Academy contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending June 30, 2020.   
 
 
 
 
 
 
 
 
 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience 2,591$                 8,974$                 11,565$               

Changes of assumptions -                       -                       -                       

Net difference between projected and

  actual earnings on OPEB plan investments -                       -                       -                       

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 10,381                 -                       10,381                 

Academy contributions subsequent to the 

  measurement date 1,551                   -                       1,551                   

Total Deferred Outflows of Resources 14,523$               8,974$                 23,497$               

-                       -                       

Deferred Inflows of Resources

Differences between expected and

  actual experience -$                     4,477$                 4,477$                 

Changes of assumptions 14,261                 104,689               118,950               

Net difference between projected and

  actual earnings on OPEB plan investments 239                      8,778                   9,017                   

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 643                      59,563                 60,206                 

Total Deferred Inflows of Resources 15,143$               177,507$             192,650$             
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Other amounts reported as deferred outflows of resources and deferred inflows of resources related to 
OPEB will be recognized in OPEB expense as follows:  
 

 
Actuarial Assumptions ‐ SERS 
 
The  total  OPEB  liability  was  determined  by  an  actuarial  valuation  as  of  June  30,  2018.  The  actuarial 
assumptions used in the valuation are based on results from the most recent actuarial experience study, 
which covered the five‐year period ending June 30, 2015. The experience study report is dated April 2016. 
The total OPEB liability used the following assumptions and other inputs: 
 

 
 
Mortality rates were based on the RP‐2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of  female rates. RP‐2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The long‐term expected rate of return on plan factors are considered in evaluating the long‐term rate of 
return assumption including long‐term historical data, estimates inherent in current market data, and a 
long‐normal distribution analysis  in which best‐estimate ranges of expected future real rates of return 
were developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long‐term expected rate of return, 7.50 percent, by weighting the expected future real rates  

 

SERS STRS Total

Fiscal Year Ending June 30:

2020 (23)                              (29,916)                       (29,939)                       

2021 (174)                            (29,916)                       (30,090)                       

2022 (645)                            (29,918)                       (30,563)                       

2023 (707)                            (42,984)                       (43,691)                       

2024 (439)                            (19,690)                       (20,129)                       

Thereafter (183)                            (16,109)                       (16,292)                       

Total (2,171)                         (168,533)                     (170,704)                     

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investment expense, including inflation
Municipal Bond Index Rate

Measurement Date 3.62 percent
Prior Measurement Date 3.56 percent

Single Equivalent Interest Rate
Measurement Date 3.70 percent, net of plan investment expense, including price inflation
Prior Measurement Date 3.63 percent, net of plan investment expense, including price inflation

Health Care Cost Trend Rate
Medicare 5.375 percent - 4.75 percent
Pre-Medicare 7.25 percent - 4.75 percent
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – SERS – continued  
 
of return by the target asset allocation percentage and then adding expected inflation. The capital market 
assumptions developed by the investment consultant are intended for use over a 10‐year horizon and 
may not be useful in setting the long‐term rate of return for funding pension plans which covers a longer 
timeframe.  The assumption  is  intended  to be  a  long‐term assumption and  is  not  expected  to  change 
absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental 
change in the market that alters expected returns in future years. 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 
as used in the June 30, 2015 five‐year experience study, are summarized as follows: 
 

 
 

Discount  Rate  The  discount  rate  used  to measure  the  total  OPEB  liability  at  June  30,  2018 was  3.70 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2018 was 3.63 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be made 
from members and the System at the contribution rate of 2.00 percent of projected covered payroll each 
year, which includes a 1.50 percent payroll surcharge and 0.50 percent of contributions from the basic 
benefits  plan.  Based  on  these  assumptions,  the  OPEB  plan’s  fiduciary  net  position  was  projected  to 
become  insufficient  to  make  future  benefit  payments  during  the  fiscal  year  ending  June  30,  2026. 
Therefore,  the  long‐term expected  rate of  return on OPEB plan assets was used  to present  value  the 
projected  benefit  payments  through  the  fiscal  year  ending  June  30,  2025  and  the  Fidelity  General 
Obligation 20‐year Municipal Bond Index rate of 3.62 percent, as of June 30, 2018 (i.e., municipal bond 
rate), was used to present value the projected benefit payments for the remaining years in the projection. 
The total present value of projected benefit payments  from all  years was then used to determine the 
single rate of return that was used as the discount rate. The projection of future benefit payments for all 
current plan members was until the benefit payments ran out. 
 
Sensitivity of the Academy's Proportionate Share of the Net OPEB Liability to Changes in the Discount 
Rate and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in 
the discount rate and the health care cost trend rate. The following table presents the net OPEB liability 
and what the net OPEB liability would be if it were calculated using a discount rate that is  

 

Asset Class
Cash 1.00 % 0.50 %
US Equity 22.50 4.75
International Equity 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected
Allocation Real Rate of Return
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – SERS – continued  
 
one percentage point lower (2.70 percent) and higher (4.70 percent) than the current discount rate (3.70 
percent). Also shown is what the net OPEB liability would be based on health care cost trend rates that 
are one percent lower (6.25 percent decreasing to 3.75 percent) and one percent higher (8.25 percent 
decreasing to 5.75 percent) than the current rate. 
  

 

   
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2018, actuarial valuation are presented below:   

 

 
 

Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 
For  healthy  retirees  the mortality  rates  are  based  on  the  RP‐2014 Annuitant Mortality  Table with  50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between 
ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality 
improvement scale MP‐2016. For disabled retirees, mortality rates are based on the RP‐2014 Disabled 
Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected forward 
generationally using mortality improvement scale MP‐2016. 
 
Actuarial  assumptions  used  in  the  June  30,  2018,  valuation  are  based  on  the  results  of  an  actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  

Current

1% Decrease Discount Rate 1% Increase

(2.70%) (3.70%) (4.70%)

Academy's proportionate share

  of the net OPEB liability $192,606 $158,729 $131,906

Current

1% Decrease Trend Rate 1% Increase

(6.25 % decreasing (7.25 % decreasing (8.25 % decreasing

to 3.75%) to 4.75%) to 5.75%)

Academy's proportionate share

  of the net OPEB liability $128,066 $158,729 $199,334

Inflation 2.50 percent
Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment expenses, including inflation
Payroll Increases 3.00 percent
Health Care Cost Trend Rates -5.23 percent to 9.62 percent, initial, 4.00 percent ultimate
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – STRS – continued  
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long‐term expected rate 
of return for each major asset class are summarized as follows:  
 

 
 

*Target weights will be phased in over a 24‐month period concluding on July 1, 2019. 
 
**Ten‐year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25  percent  and  does  not  include  investment  expenses.    Over  a  30‐year  period,  STRS'  investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management. 
 
Discount Rate The discount rate used to measure the total OPEB asset/liability was 7.45 percent as of 
June 30, 2018. The projection of cash flows used to determine the discount rate assumed STRS continues 
to allocate no employer contributions to the health care fund. Based on those assumptions, the OPEB 
plan’s fiduciary net position was projected to be available to make all projected future benefit payments 
to current plan members as of June 30, 2018. Therefore, the long‐term expected rate of return on health 
care  plan  investments  of  7.45  percent  was  applied  to  all  periods  of  projected  benefit  payments  to 
determine the total OPEB liability as of June 30, 2018.  
 
Sensitivity  of  the Academy’s  Proportionate  Share of  the Net OPEB Asset/Liability  to  Changes  in  the 
Discount and Health Care Cost Trend Rate The following table represents the net OPEB asset/liability as 
of June 30, 2018, calculated using the current period discount rate assumption of 7.45 percent, as well as 
what the net OPEB asset/liability would be if it were calculated using a discount rate that is one percentage 
point lower (6.45 percent) or one percentage point higher (8.45 percent) than the current assumption. 
Also shown is the net OPEB liability as of June 30, 2018, calculated using health care cost trend rates that 
are one percentage point lower or one percentage point higher than the current health care cost trend 
rates. 
 
 
 
 

Asset Class
Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**
Target Long Term Expected
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NOTE 11 ‐ DEFINED BENEFIT OPEB PLANS (CONTINUED) 
 
Actuarial Assumptions – SERS – continued  
 

 

  
 
 

NOTE 12 ‐ CONTINGENCIES 
 
Grants ‐ The Academy received financial assistance from federal and state agencies in the form of grants. 
The disbursement of funds received under these programs generally requires compliance with terms and 
conditions  specified  in  the  grant  agreements  and  are  subject  to  audit  by  the  grantor  agencies.  Any 
disallowed claims resulting from such audits could become a liability of the Academy. However,  in the 
opinion of management, any such disallowed claims will not have a material adverse effect on the overall 
financial position of the Academy at June 30, 2019. 
 
Litigation ‐ There are currently no matters in litigation with the Academy as defendant. 

 
Full‐Time Equivalency ‐ Academy foundation funding is based on the annualized full‐time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for  Foundation  funding  purposes.   Community  schools  must  provide  documentation  that  clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  
 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation  funding  due  to  a  lack  of  evidence  to  support  student  participation  and  other matters  of 
noncompliance. ODE did not perform such a review on the School for fiscal year 2019.  

 
As of the date of this report, all ODE adjustments have been completed. 

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share

  of the net OPEB asset $65,852 $76,834 $86,060

Current

1% Decrease Trend Rate 1% Increase

Academy's proportionate share

  of the net OPEB asset $85,539 $76,834 $67,989
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NOTE 12 – CONTINGENCIES (Continued) 
 
In addition, the School’s contract with their Sponsor and management company require payment based 
on revenues received from the State.  As discussed above, additional FTE adjustments for fiscal year 2019 
are not finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 2019 financial 
statements,  related  to  additional  reconciliation  necessary  with  these  contracts,  is  not  presently 
determinable.  

 
NOTE 13 – BUILDING LEASES 

 
A new lease was executed in April 2017. The base lease cost is $8,000/ month if the Academy’s enrollment 
is 165 or less and $10,000/ month if the enrollment exceeds 165 students.  During the fiscal year 2019, 
the Academy paid $97,440 in lease expense under the agreement with Academy’s management company. 
 

 
 
 
 
 
 
 
 
 
 

 
NOTE 14 ‐ SPONSOR 
 
The Academy was approved for operation under a contract with St. Aloysius Orphanage (the Sponsor) for 
a period of five academic years commencing July 18, 2005. Subsequent to the initial five‐year period, the 
Academy received annual one‐year extensions through June 2012. Beginning July 1, 2012 through June 
30, 2015, the Academy began operating under a sponsorship agreement from the Ohio Department of 
Education. During July 2015 this contract was extended to 2020. As part of this contract, the Sponsor is 
entitled to a maximum of 3% of the total state funds.  Total amount due and paid for fiscal year 2019 was 
$43,354. 
 
 
 
 
 
 
 
 
 
 
 
 
 

Year Ending June 30: Amount

2020 96,000$             

2021 96,000               

2022 96,000               

2023 96,000               

2024 96,000               

2025‐2026 192,000             

Total future minimum lease payments 672,000$           
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NOTE 15 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES 
 
The Academy entered into an agreement with Accel Schools, a management company, to provide legal, 
financial, and other management support services for fiscal year 2019. The agreement was for a period of 
five  years  beginning  July  1,  2017. Management  fees  are  calculated  as  12.5%  of  the  Academy’s  State 
Revenue, plus $20,000 for managing Federal Funds. The total amount due from the Academy for the fiscal 
year ending June 30, 2019 was $201,006 and is included under “Purchased Services” on the Statement of 
Revenues, Expenses and Changes in Net Position. 
 
Also, per the management agreement there are expenses that will be billed to the Academy based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of Accel employees working 
in at the Academy and other costs related to providing education and administrative services. The total 
amount billed to the Academy inclusive of management fees during fiscal year 2019 was $994,903. 
 
The following is a summary of management company expenses during the fiscal year: 
 

 
 

Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro‐rated based on 
full time equivalent (FTE) head count as of June 30, 2019 by each school it manages.  
 

 
 
 
 
 
 
 
 
 
 
 
 

 Youngstown Academy of Excellence 

 Regular Instruction
(1100 Function Codes) 

 Special Instruction
(1200 Function Codes) 

 Support Services
(2000 Function Codes) 

 Total 

                                1,100                                 1,200                                 2,000 
Direct Expenses: 
Salaries & Wages (100 Object Codes) 533,503                           97,353                             181,905                           812,762             
Employees’ Benefits (200 Object Codes) 109,138                           20,047                             21,733                             150,918             
Professional & Technical Services (410 Object Codes) 18,452                             18,452               
Supplies (510 Object Codes) 1,192                               1,261                               2,453                 
Other Direct Costs (All Other Object Codes) 11,011                             11,011               
Total Direct Expenses 643,833                           117,400                           234,363                           995,596             
  
Indirect Expenses:  
Overhead 140,204                           140,204             
  
Total Expenses 643,833                           117,400                           374,566                           1,135,799          
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NOTE 16 ‐ IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES  
 
For  the  fiscal  year  ended  June  30,  2019,  the  Academy  has  implemented  Governmental  Accounting 
Standards Board (GASB) Statement No. 83, Certain Asset Retirement Obligations and GASB Statement No. 
88, Certain Disclosures Related to Debt, including Direct Borrowings and Direct Placements. 
 
GASB Statement No. 83 establishes criteria for determining the timing and pattern of recognition of a 
liability  and  a  corresponding  deferred  outflow  of  resources  for  asset  retirement  obligations.  The 
implementation of GASB  Statement No.  83 did not have an effect  on  the  financial  statements of  the 
Academy. 
 
GASB Statement No. 88 establishes additional financial statement note disclosure requirements related 
to debt obligations of governments,  including direct borrowings and direct placements. These changes 
were incorporated in the School’s fiscal year 2019 financial statements; however, there was no effect on 
beginning net position. 
 

NOTE 17 ‐ MANAGEMENT PLAN 
 
For fiscal year 2019, the Academy had a net position deficit of $(2,734,017), including the impact of net 
pension  and  OPEB  asst/liabilities  and  related  accruals.  The  Academy’s  net  deficit  in  fiscal  year  2019 
improved from the $(3,059,400) net deficit in fiscal 2018. Enrollment increased in fiscal year 2019 to 164, 
up  from  129  in  fiscal  year  2018.    The  Academy’s  ability  to  maintain  a  stable  administrative  and 
instructional team along with active advertising via print, radio, mailings and through referrals of current 
parents is anticipated to help produce the likelihood of future enrollment growth leading to surpluses and 
provide an opportunity for the academy to recover from its prior deficits. 
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See accompanying notes to the required supplementary information. 

2019 2018 2017 2016 2015 2014
Academy's Proportion of the Net Pension

Liability 0.0057844% 0.0056355% 0.0049125% 0.0024081% 0.003061% 0.003061%

Academy's Proportionate Share of the Net
Pension Liability 331,284$        336,708$        359,550$        137,403$        154,915$        182,028$        

Academy's Covered Payroll 208,785$        166,314$        148,114$        72,489$          84,055$          73,880$          

Academy's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 158.67% 202.45% 242.75% 189.55% 184.30% 246.38%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 71.36% 69.50% 62.98% 69.16% 71.70% 65.52%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net Pension Liability

School Employees Retirement System of Ohio
Last Six Fiscal Years (1)
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See accompanying notes to the required supplementary information.

2019 2018 2017 2016 2015 2014
Academy's Proportion of the Net Pension

Liability 0.00478137% 0.00604919% 0.00642571% 0.00699792% 0.00815346% 0.00815346%

Academy's Proportionate Share of the Net
Pension Liability 1,051,316$        1,436,998$        2,150,879$        1,934,020$        1,983,204$        2,362,379$        

Academy's Covered Payroll 543,564$          665,036$          721,243$          730,114$          903,300$          850,438$          

Academy's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 193.41% 216.08% 298.22% 264.89% 219.55% 277.78%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 77.31% 75.29% 66.80% 72.10% 74.70% 69.30%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net Pension Liability

State Teachers Retirement System of Ohio
Last Six Fiscal Years (1)
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          See accompanying notes to the required supplementary information.     

2019 2018 2017 2016 2015 2014 2013 2012 2011 2010

Contractually Required Contribution 27,797$          28,186$          23,284$          20,736$          9,554$            11,650$          10,225$          14,769$          14,313$          12,158$          

Contributions in Relation to the 
Contractually Required Contribution (27,797)           (28,186)           (23,284)           (20,736)           (9,554)            (11,650)           (10,225)           (14,769)           (14,313)           (12,158)           

Contribution Deficiency (Excess) -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 

Academy Covered Payroll 205,904$        208,785$        166,314$        148,114$        72,489$          84,055$          73,880$          109,807$        113,866$        89,793$          

Contributions as a Percentage of
Covered Payroll 13.50% 13.50% 14.00% 14.00% 13.18% 13.86% 13.84% 13.45% 12.57% 13.54%

Required Supplementary Information
Schedule of Academy Contributions - Pension
School Employees Retirement System of Ohio

Last Ten Fiscal Years 
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See accompanying notes to the required supplementary information.     

2019 2018 2017 2016 2015 2014 2013 2012 2011 2010

Contractually Required Contribution 84,180$            76,099$            93,105$            100,974$          102,216$          117,429$          110,557$          88,706$            81,892$            94,641$            

Contributions in Relation to the 
Contractually Required Contribution (84,180)            (76,099)            (93,105)            (100,974)           (102,216)           (117,429)           (110,557)           (88,706)            (81,892)            (94,641)            

Contribution Deficiency (Excess) -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 

Academy Covered Payroll 601,286$          543,564$          665,036$          721,243$          730,114$          903,300$          850,438$          682,354$          629,938$          728,008$          

Contributions as a Percentage of
Covered Payroll 14.00% 14.00% 14.00% 14.00% 14.00% 13.00% 13.00% 13.00% 13.00% 13.00%

Required Supplementary Information
Schedule of Academy Contributions - Pension

State Teachers Retirement System of Ohio
Last Ten Fiscal Years (1)
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2019 2018 2017
Academy's Proportion of the Net OPEB

Liability 0.0057215% 0.0057422% 0.0049641%

Academy's Proportionate Share of the Net
OPEB Liability 158,729$        154,106$        141,495$        

Academy's Covered Payroll 208,785$        166,314$        148,114$        

Academy's Proportionate Share of the Net
OPEB Liability as a Percentage
of its Covered Payroll 76.03% 92.66% 95.53%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability 13.57% 12.46% 11.49%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net OPEB Liability

School Employees Retirement System of Ohio
Last Three Fiscal Years (1)
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2019 2018 2017
Academy's Proportion of the Net OPEB

Liability/Asset 0.00478137% 0.00604919% 0.00642571%

Academy's Proportionate Share of the Net
OPEB Liability/(Asset) (76,834)$           236,016$          343,649$          

Academy's Covered Payroll 543,564$          665,036$          721,243$          

Academy's Proportionate Share of the Net
OPEB Liability/Asset as a Percentage
of its Covered Payroll -14.14% 35.49% 47.65%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability/Asset 176.00% 47.11% 37.30%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net OPEB Asset/Liability

State Teachers Retirement System of Ohio
Last Three Fiscal Years (1)
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2019 2018 2017 2016 2015 2014 2013 2012 2011 2010

Contractually Required Contribution (1) 1,551$            3,483$            3,732$            2,451$            594$          528$              578$              640$              1,733$            477$              

Contributions in Relation to the 
Contractually Required Contribution (1,551)            (3,483)            (3,732)            (2,451)            (594)          (528)               (578)               (640)               (1,733)            (477)               

Contribution Deficiency (Excess) -                 -                 -                 -                 -            -                 -                 -                 -                 -                 

Academy Covered Payroll 205,904$        208,785$        166,314$        148,114$        72,489$      84,055$          73,880$          109,807$        113,866$        89,793$          

OPEB Contributions as a Percentage of
Covered Payroll (1) 0.75% 1.67% 2.24% 1.65% 0.82% 0.63% 0.78% 0.58% 1.52% 0.53%

(1) Includes Surcharge

See accompanying notes to the required supplementary information

School Employees Retirement System of Ohio
Schedule of Academy Contributions - OPEB

Required Supplementary Information

Last Ten Fiscal Years 
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2019 2018 2017 2016 2015 2014 2013 2012 2011 2010

Contractually Required Contribution -$                     -$                     -$                 -$                 -$                 9,033$              8,504$              6,824$              6,299$              7,280$              

Contributions in Relation to the 
Contractually Required Contribution -                      -                      -                  -                  -                  (9,033)              (8,504)              (6,824)              (6,299)              (7,280)              

Contribution Deficiency (Excess) -$                     -$                     -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 

Academy Covered Payroll 601,286$              543,564$              665,036$          721,243$          730,114$          903,300$          850,438$          682,354$          629,938$          728,008$          

Contributions as a Percentage of
Covered Payroll 0.00% 0.00% 0.00% 0.00% 0.00% 1.00% 1.00% 1.00% 1.00% 1.00%

Required Supplementary Information
Schedule of Academy Contributions - OPEB
State Teachers Retirement System of Ohio

Last Ten Fiscal Years (1)

See accompanying notes to the required supplementary information
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NOTE 1 ‐ NET PENSION LIABILITY 
 
Changes in Assumptions ‐ SERS 

 

For fiscal year 2017, the SERS Board adopted the following assumption changes: 

 Assumed rate of inflation was reduced from 3.25 percent to 3.00 percent 

 Payroll Growth Assumption was reduced from 4.00 percent to 3.50 percent 

 Assumed real wage growth was reduced from 0.75 percent to 0.50 percent 

 Rates of withdrawal, retirement and disability were updated to reflect recent experience. 

 Mortality among active members was updated to RP‐2014 Blue Collar Mortality Table with fully 

generational projection and a five‐year age set‐back for both males and females. 

 Mortality among service retired members, and beneficiaries was updated to RP‐2014 Blue Collar 

Mortality Table with fully generational projection with Scale BB, 120 percent of male rates, and 

110 percent of female rates. 

 Mortality among disabled members was updated to RP‐2000 Disabled Mortality Table, 90 

percent for male rates and 100 percent for female rates, set back five years is used for the 

period after disability retirement.   

 

Changes in Benefit Terms ‐ SERS 

For fiscal year 2018, the cost‐of‐living adjustment was changed from a fixed 3.00 percent to a cost‐of‐
living adjustment  that  is  indexed  to CPI‐W not greater  than 2.50 percent with a  floor of  zero percent 
beginning January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has 
enacted a three‐year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2018, the Retirement Board approved several changes to the actuarial assumptions in 2017. 
The  long  term  expected  rate  of  return was  reduced  from  7.75  percent  to  7.45  percent,  the  inflation 
assumption was lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered 
to 3.00 percent, and total salary increases rate was lowered by decreasing the merit component of the 
individual salary increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy 
and  disabled mortality  assumptions were  updated  to  the  RP‐2014 mortality  tables with  generational 
improvement  scale MP‐2016. Rates of  retirement,  termination and disability were modified  to better 
reflect anticipated future experience. 
 

Changes in Benefit Terms ‐ STRS 

 

For fiscal year 2018, the cost‐of‐living adjustment (COLA) was reduced to zero.  
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NOTE 2 ‐ NET OPEB LIABILITY 
 
Changes in Assumptions – SERS 
 
Amounts  reported  for  fiscal  year  2019  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 3.56 percent to 3.62 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased from 3.63 percent to 3.70 percent. The health care cost trend assumptions changed as follows:  
 
Pre‐Medicare 
   Fiscal year 2018   7.50 percent initially, decreasing to 4.00 percent 

Fiscal year 2019 7.25 percent initially, decreasing to 4.75 percent 
Medicare 
  Fiscal year 2018   5.50 percent initially, decreasing to 5.00 percent 

Fiscal year 2019 5.375 percent initially, decreasing to 4.75 percent 
 

Amounts  reported  for  fiscal  year  2018  incorporate  changes  in  key methods  and  assumptions  used  in 
calculating the total OPEB liability. The Municipal Bond Index Rate increased from 2.92 percent to 3.56 
percent.  Single  Equivalent  Interest  Rate,  net  of  plan  investment  expense,  including  price  inflation,   
increased from 2.98 percent to 3.63 percent. 
 
Changes in Benefit Terms ‐ SERS 

There have been no changes to the benefit provisions. 
 
Changes in Assumptions – STRS 
 
For fiscal year 2019, the discount rate was increased from the blended rate of 4.13 percent to the long‐
term expected rate of return of 7.45 percent. Valuation year per capita health care costs were updated. 
Health care cost trend rates ranged from 6.00 percent to 11 percent initially and a 4.50 percent ultimate 
rate for fiscal year 2018 and changed for fiscal year 2019 to a range of  ‐5.20 percent to 9.60 percent, 
initially and a 4.00 ultimate rate. 
 
For fiscal year 2018, the blended discount rate was increased from 3.26 percent to 4.13 percent. Valuation 
year per capita health care costs were updated, and the salary scale was modified. The percentage of 
future retirees electing each option was updated based on current data and the percentage of  future 
disabled  retirees  and  terminated  vested  participants  electing  health  coverage  were  decreased.  The 
assumed  mortality,  disability,  retirement,  withdrawal  and  future  health  care  cost  trend  rates  were 
modified along with the portion of rebated prescription drug costs. 
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NOTE 2 ‐ NET OPEB LIABILITY (Continued) 
 
Changes in Benefit Terms – STRS 
 
For fiscal year 2019, the subsidy multiplier for non‐Medicare benefit recipients was increased from 1.9 
percent to 1.944 percent per year of service effective January 1, 2019. The non‐Medicare frozen subsidy 
base  premium  was  increased  effective  January  1,  2019  and  all  remaining Medicare  Part  B  premium 
reimbursements will be discontinued beginning January 1, 2020. 
 
For  fiscal  year 2018,  the  subsidy multiplier  for non‐Medicare benefit  recipients was  reduced  from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. This was subsequently extended, see above paragraph.  
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December 22, 2019 
 
To the Board of Directors 
Youngstown Academy of Excellence 
Mahoning County, Ohio 
1408 Rigby Street 
Youngstown, Ohio 44506 

 
 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the Youngstown Academy of Excellence, 
Mahoning County, Ohio (the “Academy”) as of and for the year ended June 30, 2019, and the related notes to the 
financial statements, which collectively comprise the Academy’s basic financial statements, and have issued our 
report thereon dated December 22, 2019, in which we noted the Academy has suffered recurring losses from 
operations and has a net position deficit of $2,734,017, including the net effect of net pension liability, net OPEB 
asset/liability and related accruals totaling $1,695,987, that raises substantial doubt about its ability to continue as 
a going concern.  
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the Academy's internal control 
over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of the Academy’s internal control. Accordingly, we do not express an 
opinion on the effectiveness of the Academy’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance.  
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Youngstown Academy of Excellence  
Independent Auditor’s Report on Internal Control over Financial Reporting  
   and on Compliance and Other Matters Based on an Audit of  
   Financial Statements Performed in Accordance with  

Government Auditing Standards 

Page 2 of 2 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified. 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Academy's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of 
our tests disclosed no instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 

 
 
 
 

Cambridge, Ohio 
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Phone: 614-466-4514 or 800-282-0370 
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YOUNGSTOWN ACADEMY OF EXCELLENCE 
 

MAHONING COUNTY 
 
 

CLERK’S CERTIFICATION 
This is a true and correct copy of the report which is required to be filed in the Office of the 
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio. 

 
 
 
 
 
 

 
 

CLERK OF THE BUREAU 
 
CERTIFIED 
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88 East Broad Street, Columbus, Ohio 43215 
Phone: 614-466-4514 or 800-282-0370 

www.ohioauditor.gov

 
 
 
Board of Directors  
Youngstown Academy of Excellence 
219 E Maple St, Suite 202 
North Canton, OH 44720 
 
 
We have reviewed the Independent Auditor’s Report of the Youngstown Academy of 
Excellence, Mahoning County, prepared by Rea & Associates, Inc., for the audit period July 1, 
2017 through June 30, 2018.  Based upon this review, we have accepted these reports in lieu of 
the audit required by Section 117.11, Revised Code.  The Auditor of State did not audit the 
accompanying financial statements and, accordingly, we are unable to express, and do not 
express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Youngstown Academy of Excellence is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
March 4, 2019  
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December 28, 2018

To the Board of Directors
Youngstown Academy of Excellence
Mahoning County, Ohio
1408 Rigby Street
Youngstown, Ohio 44506

INDEPENDENT AUDITOR'S REPORT

Report on the Financial Statements

We have audited the accompanying financial statements of the Youngstown Academy of Excellence, 
Mahoning County, Ohio, (the “Academy”) as of and for the year ended June 30, 2018, and the related 
notes to the financial statements, which collectively comprise the Academy’s basic financial statements as
listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the Academy’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Academy’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion.
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Youngstown Academy of Excellence
Independent Auditor’s Report
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Academy as of June 30, 2018, and the changes in its financial position and its 
cash flows for the year then ended in accordance with accounting principles generally accepted in the 
United States of America.

Emphasis of a Matter 

As described in Note 16 to the financial statements, the Academy restated the net position balance to 
account for the implementation of Governmental Accounting Standard Board (GASB) Statement No. 75, 
“Accounting and Financial reporting for Postemployment Benefits other than Pensions.” Our opinion is 
not modified with respect to this matter.

The accompanying financial statements have been prepared assuming the Academy will continue as a 
going concern. As disclosed in Note 17 to the financial statements, the Academy has previously suffered 
recurring losses from operations and has a net position deficit of $3,059,400 that raises substantial doubt 
about its ability to continue as a going concern. This deficit net position includes the effect of the net 
pension liability, net OPEB liability and related accruals totaling $1,973,847. Note 17 describes
management’s plan regarding these issues. The financial statements do not include any adjustments that 
might result from the outcome of this uncertainty. Our opinion is not modified with respect to this matter.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the Academy's Proportionate Share of the Net Pension Liability,
Schedule of the Academy’s Contributions-Pension, Schedule of the Academy’s Proportionate Share of the 
Net OPEB Liability, and the Schedule of the Academy’s Contributions - OPEB on pages 5–11, 47-48, 49-
50, 51-52, and 53-54, respectively, be presented to supplement the basic financial statements. Such 
information, although not a part of the basic financial statements, is required by the Governmental 
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the 
basic financial statements in an appropriate operational, economic, or historical context. We have applied 
certain limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion 
or provide any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance. 

Attachment 26: Audited Financial Statements Page 6064



3

Youngstown Academy of Excellence
Independent Auditor’s Report
Page 3 of 3

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 28, 
2018 on our consideration of the Academy’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness 
of the Academy’s internal control over financial reporting or on compliance. That report is an integral part 
of an audit performed in accordance with Government Auditing Standards in considering the Academy’s 
internal control over financial reporting and compliance.

Cambridge, Ohio
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 5 

The discussion and analysis of the Youngstown Academy of Excellence’s (the “Academy”) financial 
performance provides an overall review of the Academy’s financial activities for the fiscal year ended June 
30, 2018. The intent of this discussion and analysis is to look at the Academy’s financial performance as a 
whole.  Readers should also review the financial statements and notes to the financial statements to 
enhance their understanding of the Academy’s financial performance. The first year of the Academy’s 
operations was 2006.  
 
FINANCIAL HIGHLIGHTS 
 

• Net position increased $770,862. 
• Total revenue decreased from $1,911,436 in fiscal 2017 to $1,626,893 in fiscal 2018. 
• Total operating expenses (excluding interest) decreased from $1,791,212 in fiscal 2017 to 

$807,775 in fiscal 2018.   
• The Academy implemented GASB 75, which reduced beginning net position as previously 

reported by $481,412.  
• Enrollment decreased from 157 to 129 in fiscal year 2018. 

 
OVERVIEW OF FINANCIAL STATEMENTS 
 
The financial report consists of three parts –required supplemental information, the basic financial 
statements, and the notes to the financial statements.  These statements are organized so the reader can 
understand the financial position of the Academy. Enterprise accounting uses a flow of economic 
resources measurement focus. With this measurement focus, all assets and all deferred outflows of 
resources and all liabilities and all deferred inflows of resources are included on the statement of net 
position. The statement of net position represents the statement of position of the Academy.  The 
statement of revenues, expenses, and changes in net position presents increases (e.g., revenues) and 
decreases (e.g., expenses) in net position.  The statement of cash flows reflects how the Academy finances 
and meets its cash flow needs.  Finally, the notes to the basic financial statements provide additional 
information that is essential to a full understanding of the data provided on the basic financial statements. 
 
FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE 
 
The Academy is not required to present government-wide financial statements as the Academy is engaged 
in only business-type activities. Therefore, no condensed financial information derived from 
governmental-wide financial statements is included in the discussion and analysis. 
 
The following tables represent a summary the Academy’s condensed financial information for 2018 
derived from the statement of net position and the statement of revenues, expenses and changes in net 
position. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Table 1 provides a summary of the Academy’s nets position for 2018 as compared to 2017: 
 
                                                                                  Table 1 
                                                                           Statement of Net Position 
 

2018 Restated 2017

Assets:

 Current assets:
    Cash and Cash Equivalents 57,317$         58,979$          

    Accounts Receivable 125                1,426              

    Intergovernmental Receivable 36,564           35,481            

    Prepaid Expense 64,408           45,070            

      Total current assets 158,414         140,956          

Noncurrent assets:
  Capital Assets, net of Accumulated Depreciation 110,227         127,772          

     Total current assets 110,227         127,772          

Total assets 268,641         268,728          

Deferred Outflows of Resources 636,525         549,935          

Liabilities:

  Current Liabilities:
     Accounts Payable, Trade 23,352           42,147            

     Accounts Payable, Related Party 470,242         364,844          

     Accrued Expenses -                 31,690            

     Advances fron Charter School Capital 110,600         122,000          

         Total current liabilities 604,194         560,681          

Noncurrent liabilites:
  Net Pension Liability 1,773,706      2,510,429       

  Net OPEB Liability 390,122         485,144          

  Noncurrent Portion of Long-term Debt 750,000         750,000          

      Total noncurrent liabilites 2,913,828      3,745,573       

          Total liabilities 3,518,022      4,306,254       

Deferred Inflows of Resources 446,544         342,671          

Net Position:

  Invested in Capital Assets 110,227         127,772          

  Unrestricted Net Position (3,169,627)     (3,958,034)     

     Total Net Position (3,059,400)$   (3,830,262)$   
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The net pension liability (NPL) is the largest single liability reported by the Academy at June 30, 2018   and 
is reported pursuant to GASB Statement 68, “Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27.”   For fiscal year 2018, the Academy adopted GASB Statement 75, 
“Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions,” which 
significantly revises accounting for costs and liabilities related to other postemployment benefits (OPEB).  
For reasons discussed below, many end users of this financial statement will gain a clearer understanding 
of the Academy’s actual financial condition by adding deferred inflows related to pension and OPEB, the 
net pension liability and the net OPEB liability to the reported net position and subtracting deferred 
outflows related to pension and OPEB. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension liability or net OPEB liability.  GASB 68 and GASB 75 
take an earnings approach to pension and OPEB accounting; however, the nature of Ohio’s statewide 
pension/OPEB plans and state law governing those systems requires additional explanation in order to 
properly understand the information presented in these statements. 

 
GASB 68 and GASB 75 require the net pension liability and the net OPEB liability to equal the Academy’s 
proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 
 
GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the 
“employment exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, 
and the promise of a future pension and other postemployment benefits.  GASB noted that the unfunded 
portion of this promise is a present obligation of the government, part of a bargained-for benefit to the 
employee, and should accordingly be reported by the government as a liability since they received the 
benefit of the exchange.  However, the Academy is not responsible for certain key factors affecting the 
balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with 
the employer.  Both employer and employee contribution rates are capped by State statute.  A change in 
these caps requires action of both Houses of the General Assembly and approval of the Governor.  Benefit 
provisions are also determined by State statute.  The Ohio revised Code permits, but does not require the 
retirement systems to provide healthcare to eligible benefit recipients.  The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is 
limited not by contract but by law.  The employer enters the exchange also knowing that there is a specific, 
legal limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the 
unfunded liability of the pension/OPEB plan as against the public employer.  State law operates to 
mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the employment exchange with notice as to the law.  The retirement system is responsible for the 
administration of the pension and OPEB plans.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability.  As explained above, changes in benefits, 
contribution rates, and return on investments affect the balance of these liabilities, but are outside the 
control of the local government.  In the event that contributions, investment returns, and other changes 
are insufficient to keep up with required payments, State statute does not assign/identify the responsible 
party for the unfunded portion.  Due to the unique nature of how the net pension liability and the net 
OPEB liability are satisfied, these liabilities are separately identified within the long-term liability section 
of the statement of net position. 
 
In accordance with GASB 68 and GASB 75, the Academy’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB liability, respectively, not accounted for as 
deferred inflows/outflows.  
 
As a result of implementing GASB 75, the Academy is reporting a net OPEB liability and deferred 
inflows/outflows of resources related to OPEB on the accrual basis of accounting.  This implementation 
also had the effect of restating net position at June 30, 2017, from ($3,348,850) to ($3,830,262). 
 
Statement of Revenues, Expenses and Change in Net Position - Table 2 shows the change in Net Position 
for fiscal years 2018 and 2017 as well as a listing of revenues and expenses.   This change in Net Position 
is important because it tells the reader that, for the Academy as a whole, the financial position of the 
Academy has improved or diminished. The cause of this may be the result of many factors, some financial, 
some not.  Non-financial factors include the current laws in Ohio restricting revenue growth, facility 
conditions, required educational programs and other factors. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Table 2 reflects the changes in net position for the fiscal year 2018 as compared to 2017: 
 
                                                                                      Table 2 

Statement of Revenues, Expenses, and Changes in Net Position 
 

2018 2017

Operating Revenues:
  State Aid 1,151,559$     1,373,395$     
  Miscellaneous 5,611               3,246               
     Total Operating Revenues 1,157,170       1,376,641        

Operating Expenses:
  Purchased Services 695,525           1,709,889        
  Depreciation 23,405             31,845             
  Supplies 55,764             39,157             
  Other Operating Expenses 33,081             10,321             
    Total Operating Expenses: 807,775           1,791,212        

      Operating Income (Loss) 349,395           (414,571)          

Nonoperating Revenues and (Expenses):
  Federal and State Restricted Grants 469,723           534,795           
  Interest Expense (48,256)            (46,965)            
    Net Nonoperating Revenues and (Expenses) 421,467           487,830           

Change in Net Position 770,862$        73,259$           

 
Significant decreased in State Aid is caused by a decrease in enrollment from 157 in 2017 to 129 in 2018.  
The decrease in purchased services is primarily result of negative pension and OPEB expense resulting 
from change in net pension and OPEB liabilities and related accruals. 
 
The information necessary to restate the 2017 beginning balances and the 2017 OPEB expense amounts 
for the effects of the initial implementation of GASB 75 is not available.  Therefore, 2017 functional 
expenses still include OPEB expense of $3,732 computed under GASB 45.  GASB 45 required recognizing 
pension expense equal to the contractually required contributions to the plan. Under GASB 75, OPEB 
expense represents additional amounts earned, adjusted by deferred inflows/outflows. The contractually 
required contribution is no longer a component of OPEB expense. Under GASB 75, the 2018 statements 
report negative OPEB expense of $59,802.   
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Consequently, in order to compare 2018 total program expenses to 2017, the following adjustments are 
needed: 
 

Total 2018 program expenses under GASB 75 807,775$                 

Negative OPEB expense under GASB 75 59,802                      
2018 contractually required contribution 3,483                        

Adjusted 2018 program expenses 871,060                   

Total 2017 program expenses under GASB 45 1,791,212                

Decrease in program expenses not related to OPEB 920,152$                 

 
CAPITAL ASSETS  
 
At the end of fiscal year 2018, the Academy had $110,227 invested in capital assets (net of accumulated 
depreciation) for leasehold improvements, computers, furniture and other equipment. The following 
table shows fiscal year 2018 compared to 2017:  
 

2018 2017 Change

Furniture & Equipment $91,484 $95,203 ($3,719)

Computer Technology 18,743 32,569 (13,826)

Net Capital Assets $110,227 $127,772 ($17,545)

Capital Assets at June 30 (Net of Depreciation)

 
 
For further information regarding the Academy’s capital assets, refer to Note 5 of the basic financial 
statements.   
 
DEBT 
 
At June 30, 2018, the Academy had advances outstanding from Charter School Capital of $110,600 all of 
which is due within one year and a long-term note with the Academy’s management company, Accel 
Schools in the amount of $750,000.  During fiscal year 2018, no principal payments were made on the 
note. For further information regarding the Academy’s debt, refer to Note 6 and 7 of the Basic Financial 
Statements.  
 
OPERATIONS 
 
Youngstown Academy of Excellence is a public school established pursuant to Ohio Revised Code Chapter 
3314.  The Academy offers education for Ohio children in grades K-8. The Academy is independent of any 
school district and is nonsectarian in its programs, admission policies, employment practices, and all other 
operations. The Academy may lease or acquire facilities as needed and contract for any services necessary 
for the operation of the Academy. 
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REQUESTS FOR INFORMATION 
 
This financial report is designed to provide our citizens, taxpayers, investors and creditors with a general 
overview of the academy’s finances and to show the Academy’s accountability for the money it receives.  
If you have any questions concerning this report, please contact the Academy’s Fiscal Officer, C. David 
Massa, CPA of Massa Financial Solutions, LLC, 1408 Rigby Street, Youngstown, Ohio 44506. 
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YOUNGSTOWN ACADEMY OF EXCELLENCE - MAHONING COUNTY, OHIO 
Statement of Net Position 

June 30, 2018 
Assets:
Current Assets:
    Cash and Cash Equivalents 57,317$            
    Accounts Receivable 125
    Intergovernmental Receivable 36,564
    Prepaid Expense 64,408
      Total Current Assets 158,414

Noncurrent Assets:
  Capital Assets, net of Accumulated Depreciation 110,227

110,227

Total Assets 268,641            

Deferred Outflows of Resources:
    Pension 603,138            
    OPEB 33,387              

Total Deferred Outflows of Resources 636,525            

Liabilities:
Current Liabilities:
    Accounts Payable, Trade 23,352              
    Accounts Payable, Related Party 470,242            
    Advances Payable 110,600            
       Total Current Liabilities 604,194            

Noncurrent Liabilities:
  Net Pension Liability 1,773,706
  Net OPEB Liability 390,122
  Noncurrent Portion of Long-term Debt 750,000
    Total Noncurrent Liabilities 2,913,828

       Total Liabilities 3,518,022

Deferred Inflows of Resources:
    Pension 385,153            
    OPEB 61,391              

Total Deferred Inflows of Resources 446,544            

Net Position:
  Invested in Capital Assets 110,227
  Unrestricted Net Position (3,169,627)
  Total Net Position (3,059,400)$     

See Accompanying Notes to the Basic Financial Statements  
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YOUNGSTOWN ACADEMY OF EXCELLENCE - MAHONING COUNTY, OHIO 
  

Statement of Revenues, 
Expenses and Changes in Net Position 

For the Fiscal Year Ended June 30, 2018 
 

Operating Revenues:
  State Aid 1,151,559$       
  Miscellaneous 5,611
    Total Operating Revenues 1,157,170

Operating Expenses:
  Purchased Services 695,525
  Depreciation 23,405
  Supplies 55,764
  Other Operating Expenses 33,081
    Total Operating Expenses 807,775

      Operating Income 349,395

Non-Operating Revenues and (Expenses):
  Federal and State Restricted Grants 469,723
  Interest Expense (48,256)             
    Net Nonoperating Revenues and (Expenses) 421,467

Change in Net Position 770,862            

Net Position Beginning of Year, Restated (3,830,262)        
Net Position End of Year (3,059,400)$     

See Accompanying Notes to the Basic Financial Statements
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YOUNGSTOWN ACADEMY OF EXCELLENCE - MAHONING COUNTY, OHIO 
  

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2018 

 

CASH FLOWS FROM OPERATING ACTIVITIES
State Aid Receipts 1,149,601$       
Other Operating Receipts 5,611                 
Cash Payments to Suppliers for Goods and Services (1,563,382)        

Net Cash Used For Operating Activities (408,170)           

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Charter School Capital Proceeds 723,900            
Charter School Capital Payments (735,300)           
Charter School Capital Program Fees (29,506)             
Note Payable Interest Payments (18,750)             
Federal and State Grant Receipts 472,024            

Net Cash Provided By Noncapital Financing Activities 412,368            

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Purchase of Assets (5,860)                

Net Cash Used For Capital and Related Financing Activities (5,860)                

Net Decrease in Cash and Cash Equivalents (1,662)                

Cash and Cash Equivalents - Beginning of the Year 58,979               
Cash and Cash Equivalents - Ending of the Year 57,317$            

See Accompanying Notes to the Basic Financial Statements  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

(Continued) 
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YOUNGSTOWN ACADEMY OF EXCELLENCE - MAHONING COUNTY, OHIO  
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2018 

(Continued) 
 

Reconciliation of Operating Income to Net Cash Used For Operating Activities
Operating Income 349,395$          

Adjustments to Reconcile Operating Income to 
Net Cash Used For Operating Activities:
Depreciation 23,405               

Changes in Assets, Liabil ities, and Deferred Inflows and Outflows:
(Increase)/ Decrease in Receivables (2,083)                
(Increase)/ Decrease in Deferred Outflows (86,590)             
Increase/ (Decrease) in Deferred Inflows 103,873            
Increase/ (Decrease) in Net Pension/OPEB Liabil ity (831,745)           
(Increase)/ Decrease in Prepaid Expense (19,338)             
Increase/ (Decrease) in Accounts Payable, Trade (18,795)             
Increase/ (Decrease) in Accounts Payable, Related 105,398            
Increase/ (Decrease) in Accrued Expense (31,690)             

Net Cash Used For Operating Activities (408,170)$         

See Accompanying Notes to the Basic Financial Statements
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NOTE 1 – DESCRIPTION OF ACADEMY 
 
The Youngstown Academy of Excellence (the “Academy”) is a nonprofit corporation established pursuant 
to Ohio Revised Code Chapter 3314. The Academy offers education for Ohio children in grades K-8.  The 
Academy is independent of any school district and is nonsectarian in its programs, admission policies, 
employment practices, and all other operations. The Academy may lease or acquire facilities as needed 
and contract for any services necessary for the operation of the Academy.  The Academy is a federally 
recognized 501(c)(3) nonprofit corporation established pursuant to Ohio Revised Code Chapter 1702. 
 
The Academy was initially approved for operation under a contract with the St. Aloysius Orphanage (the 
Sponsor) for a period of five academic years commencing after July 1, 2005 and, with extensions, 
continued through June 30, 2012. Effective July 1, 2012 through June 30, 2015, the Academy was 
approved for operation under a sponsor contract with Ohio Department of Education. Effective July 1, 
2015 the Ohio Department of Education extended the sponsor contract through June 30, 2020. The 
Sponsor is responsible for evaluating the performance of the Academy and has the authority to deny 
renewal of the contract at its expiration or terminate the contract prior to its expiration. 
 
The Academy operates under the direction of a Governing Board that consists of five individuals who are 
not owners or employees, or immediate relatives or owners or employees of any for-profit firm that 
operate or manage the Academy for the Governing Board. The Board is responsible for carrying out the 
provisions of the contract that include, but are not limited to, state-mandated provisions regarding 
student population, curriculum, academic goals, performance standards, admission standards, and 
qualifications of teachers. 
 
The Academy contracts with Accel Schools for management services including management of personnel 
and human resources, the program of instruction, technology, marketing, data management, purchasing, 
strategic planning, public relations, financial reporting, recruiting, compliance issues, budgets, contracts, 
and equipment and facilities. See Note 15.   
 
NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The financial statements of the Academy have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards 
Board (GASB) is the accepted standard-setting body for establishing governmental accounting and 
financial reporting principles.  The more significant of the Academy’s accounting policies are described 
below. 
 
Basis of Presentation - The Academy’s basic financial statements consist of a statement of net position; a 
statement of revenues, expenses, and changes in net position; and a statement of cash flows. The 
Academy uses a single enterprise presentation for its financial records.  Enterprise reporting focuses on 
the determination of operating income, changes in net position, financial position, and cash flows.   
 
Measurement Focus - The enterprise activity is accounted for using a flow of economic resources 
measurement focus. All assets, deferred outflows/deferred inflows of resources, and liabilities associated 
with the operation of the Academy are included on the statement of net position. The statement of 
revenues, expenses, and changes in net position presents increases (e.g. revenues) and decreases (e.g. 
expenses) in net position.  The statement of cash flows reflects how the Academy finances meet its cash 
flow needs. 
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Basis of Accounting - Basis of accounting determines when transactions are recorded in the financial 
records and reported on the financial statements.  The Academy’s financial statements are prepared using 
the accrual basis of accounting. Revenue resulting from exchange transactions, in which each party gives 
and receives essentially equal value, is recorded on the accrual basis when the exchange takes place.  
Revenue resulting from nonexchange transactions, in which Academy receives value without directly 
giving equal value in return, such as grants and entitlements, are recognized in the period in which all 
eligibility requirements have been satisfied.   Eligibility requirements include timing requirements, which 
specify the period when the resources are required to be used or the period when use is first permitted, 
matching requirements, in which the Academy must provide local resources to be used for a specified 
purpose, and expenditure requirements, in which the resources are provided to the Academy on a 
reimbursement basis.  Expenses are recognized at the time they are incurred. 
 
Budgetary Process - Community schools are statutorily required to adopt a budget by Ohio Revised Code 
3314.032(C). However, unlike traditional public schools located in the State of Ohio, community schools 
are not required to follow the specific budgetary process and limits set forth in the Ohio Revised Code 
Chapter 5705, unless specifically provided in the contract between the School and its Sponsor. The 
contract between the School and its Sponsor does not require the School to follow the provisions Ohio 
Revised Code Chapter 5705; therefore, no budgetary information is presented in the basic financial 
statements. 
 
Cash and Cash Equivalents - Cash received by the Academy is reflected as “Cash and Cash Equivalents” 
on the statement of net position. The Academy had no investments during the fiscal year ended June 30, 
2018. 
 
Prepaid Items - The Academy records payments made to vendors for services that will benefit periods 
beyond June 30, 2018, as prepaid items using the consumption method. A current asset for the prepaid 
amount is recorded at the time of the purchase and an expense is reported in the year in which services 
are consumed. 
 
Capital Assets - The Academy’s capital assets during fiscal year 2018 consisted of furniture, computers 
and other equipment as well as leasehold improvements to make the lower level of the facility useable.  
All capital assets are capitalized at cost and updated for additions and retirements during the fiscal 
year.  Donated capital assets are recorded at their acquisition value as of the date received. The Academy 
maintains a capitalization threshold of one thousand five hundred dollars.  The Academy does not have 
any infrastructure.  Improvements are capitalized.  The costs of normal maintenance and repairs that do 
not add to the value of the asset or materially extend an asset’s life are not capitalized.   
 
All capital assets are depreciated over the remaining useful lives of the related assets.  Depreciation is 
computed using the straight-line method over the following useful lives:   
  

 

Description Useful Lives

Furniture and Equipment 5-20 years

Computer Technology 5 years

Leasehold Improvements Remaining term of the facility lease
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Net Position - Net position represents the difference between assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources.    Net position is reported as restricted when there are 
limitations imposed on their use through external restriction imposed by creditors, grantors, or laws and 
regulations of other governments.  The Academy applies restricted resources when an expense is incurred 
for purposes for which both restricted and unrestricted net position is available. Net position invested in 
capital assets consist of capital assets, net of accumulated depreciation.  
   
Operating Revenues and Expenses - Operating revenues are those revenues that are generated directly 
from the primary activity of the Academy.  Operating expenses are necessary costs incurred to provide 
the service that is the primary activity of the Academy. All revenues and expenses not meeting this 
definition are reported as non-operating. 
 
Deferred Inflows and Deferred Outflows of Resources In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of resources represent a consumption of net position that applies to a future period and will not be 
recognized as an outflow of resources (expense/expenditure) until then.  For the Academy, deferred 
outflows of resources are reported on the statement of net position for pension and OPEB.  The deferred 
outflows of resources related to pension and OPEB plans are explained in Notes 10 and 11.  
  
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. For the Academy, deferred inflows of resources include 
pension and OPEB. These amounts are deferred and recognized as an inflow of resources in the period 
the amounts become available.  Deferred inflows of resources related to pension and OPEB plans are 
reported on the statement of net position. (See Notes 10 and 11)  
 
Pensions/Other Postemployment Benefits (OPEB) For purposes of measuring the net pension/OPEB 
liability, deferred outflows of resources and deferred inflows of resources related to pensions/OPEB, and 
pension/OPEB expense, information about the fiduciary net position of the pension/OPEB plans and 
additions to/deductions from their fiduciary net position have been determined on the same basis as they 
are reported by the pension/OPEB plan.  For this purpose, benefit payments (including refunds of 
employee contributions) are recognized when due and payable in accordance with the benefit terms.  The 
pension/OPEB plans report investments at fair value. 
 
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from those estimates.  
 

Attachment 26: Audited Financial Statements Page 6080



YOUNGSTOWN ACADEMY OF EXCELLENCE - MAHONING COUNTY 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2018 
 

 19 

NOTE 3 - CASH AND CASH EQUIVALENTS 
 
The Academy classifies deposits by category of risk as defined in GASB Statement No.3 “Deposits with 
Financial Institutions, Investments (including Repurchase Agreements) and Reverse Repurchase 
Agreements,” as amended by GASB Statement No.40, “Deposit, and Investment Risk Disclosures”. 
 
The Academy maintains its cash balances at Huntington Bank in Ohio. The balances are insured by the 
Federal Deposit Insurance Corporation (FDIC) up to $250,000, per qualifying account. At June 30, 2018, 
the book amount of the Academy’s deposits was $57,317 and the bank balance was $82,660. 
 
NOTE 4 - RECEIVABLES 
 
At June 30, 2018, the Academy had receivables in the amount of $36,689. These receivables represent 
monies due from State Aid, Title I, Title I SIG, Title IIA, and National School Lunch Program which was not 
received as of June 30, 2018.The receivables are expected to be collected within one year. 
 
NOTE 5 – CAPITAL ASSETS 
 
The capital asset activity for the fiscal year ended June 30, 2018, was as follows: 

 

Balance Balance

06/30/17 Additions Deletions 06/30/18

Capital Assets:

Computer Technology 201,867$      5,860$          -$               207,727$       

Furniture & Equipment 145,272        -                  -                145,272         

Leasehold Improvements 40,658         -                  -                40,658           

Total Capital Assets 387,797        5,860           -                393,657         

Less Accumulated Depreciation:

Computers & Technology (169,298)       (19,686)         -                (188,984)        

Furniture & Equipment (50,069)        (3,720)          -                (53,789)          

Leasehold Improvements (40,658)        -                  -                (40,658)          

Total Accumulated Depreciation (260,025)       (23,405)         -                (283,430)        

Total Capital Assets, Net 127,772$      (17,545)$       -$               110,227$       
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NOTE 6 – ADVANCES PAYABLE 
 
During the fiscal year ending 2018, the Academy received working capital advances from Charter School 
Capital through a receivables purchase agreement. As the Academy receives its monthly State funding, 
these advances are repaid, however, the Academy may elect to receive future advances from Charter 
School Capital by entering into additional agreements.  The total cost of funding for the year was $29,506. 
 
A summary of advances payable for the Academy at June 30, 2018, is as follows: 

 
  
 
 
 
 
 

 
NOTE 7 – LONG-TERM OBLIGATIONS 
 
The changes in the Academy’s long-term obligations during fiscal year 2018 were as follows: 
 

In consideration of the new management agreement, the management company agreed to forgive or 
restructure the debt formerly owed to Mosaica Education and assumed by Accel Schools are part of its 
purchase of Mosaica’s assets. As a result of this agreement, $750,000 of certain related party accounts 
payable and long-term obligations is restructured as a note payable to Accel Schools, LLC with a term of 
20 years and an interest rate of 2.5%. No payments shall be made on the principal during the term of the 
note unless the Academy is operating at a surplus. In fiscal 2018 the interest on the note totaled $18,750. 
 

Balance 

6/30/2017 Additions Reductions

Balance 

6/30/2018

Charter School Capital 122,000$        723,900$        (735,300)$      110,600$        

Restated Balance 

6/30/2017 Additions Reductions

Balance 

6/30/2018

Due within 

One Year

Post Employment Liability:

Net Pension Liability: 2,510,429$         -$              (736,723)$   1,773,706$       -$              

Net OPEB Liability 485,144             -               (95,022)       390,122           -                

Total Post Employment Liability 2,995,573           -                (831,745)     2,163,828         -                

Accel Schools - Notes Payable 750,000             -               -             750,000           -                

Total Long-Term Obligations 3,745,573$         -$              (831,745)$   2,913,828$       -$              
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NOTE 7 – LONG-TERM OBLIGATIONS (Continued) 
 
A summary of future note obligations is as follows: 

   

 
Note Payable - Accel Schools 
  

    Principal Interest  

 2019            $        -    $18,750  
 2020                      -      18,750  

 2021                      -                                18,750  

 2022                      -      18,750  

 2023                      -       18,750  

  2024-2028                      -      93,750  

  2029-2033                      -   93,750  

  2034                      -               18,750  
 Total            $    750,000  $300,000  

 
 
NOTE 8 – RISK MANAGEMENT 
 
The Academy is exposed to various risks of loss related to torts; theft of, damage to, and destruction of 
assets; errors and omissions; injuries to employees; and natural disasters.  During fiscal year 2018, the 
Academy contracted with the Hartford Casualty Insurance Company.  
 
Settled claims have not exceeded this commercial coverage in the past three years and there have been 
no significant reductions in insurance coverage from the prior year. 
 

General Liability:

Each Occurrence 1,000,000$ 

Aggregate Limit 2,000,000   

Products - Completed Operations Aggregate Limit 2,000,000   

Medical Expense Limit - Any One Person/Occurrence 15,000        

Damage to Rented Premises - Each Occurrence 500,000      

Personal and Advertising Injury 1,000,000   

Business Personal Propert 303,200      

Automobile Liability:

Combined Single Limit 1,000,000   

Excess/Umbrella

Each Occurrence 3,000,000   

Aggregate Limit 3,000,000    
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NOTE 9 – PURCHASED SERVICES 
 
For the year ended June 30, 2018, purchased service expenses were for the following services: 
 

Purchased Services Amount

  Personnel Services $142,543

  Professional Services 274,046

  Property Services 104,585

  Utilities 36,160

  Travel & Meetings 4,401

  Communications 26,853

  Contractual Trade 104,337

  Pupil Transportation 2,600

Total $695,525

 
NOTE 10 – DEFINED BENEFIT PENSION PLAN 

  
Net Pension Liability - The net pension liability reported on the Statement of Net Position represents a 
liability to employees for pensions. Pensions are a component of exchange transactions-–between an 
employer and its employees—of salaries and benefits for employee services.  Pensions are provided to an 
employee—on a deferred-payment basis—as part of the total compensation package offered by an 
employer for employee services each financial period.  The obligation to sacrifice resources for pensions 
is a present obligation because it was created as a result of employment exchanges that already have 
occurred. 
 
The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   

Attachment 26: Audited Financial Statements Page 6084



YOUNGSTOWN ACADEMY OF EXCELLENCE - MAHONING COUNTY 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2018 
 

 23 

NOTE 10 – DEFINED BENEFIT PENSION PLAN – (continued) 
 
Net Pension Liability – (continued) 
 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which pensions are financed; however, the 
Academy does receive the benefit of employees’ services in exchange for compensation including 
pension.  
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State legislature.  Any resulting legislative change to benefits or funding could 
significantly affect the net pension liability.   Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability 
on the accrual basis of accounting.  Any liability for the contractually-required pension contribution 
outstanding at the end of the year is included in accounts payable, related party on the accrual basis of 
accounting.   
 
Plan Description - School Employees Retirement System (SERS) 
 
Plan Description –Academy non-teaching employees participate in SERS, a cost-sharing, multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability, and 
survivor benefits, annual cost-of-living adjustments, and death benefits to plan members and 
beneficiaries.   
 
Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  SERS issues a 
publicly available, stand-alone financial report that includes financial statements, required supplementary 
information, and detailed information about SERS’ fiduciary net position.  That report can be obtained by 
visiting the SERS website at www.ohsers.org under Employers/Audit Resources.  
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NOTE 10 – DEFINED BENEFIT PENSION PLAN – (continued) 
 
Plan Description - School Employees Retirement System (SERS) – (continued) 
 
Age and service requirements for retirement are as follows: 
 

Eligible to Eligible to
Retire on or before Retire on or after
August 1, 2017 * August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or
Age 65 with 5 years of service credit Age 57 with 30 years of service credit

Actuarially Reduced Benefits Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Age 55 with 25 years of service credit Age 60 with 25 years of service credit

* Members with 25 years of service credit as of August 1, 2017, will be included in this plan.  
 
Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on years of service; 2.2 percent for the first thirty years of service and 2.5 percent for years 
of service credit over 30.  Final average salary is the average of the highest three years of salary. 
 
When a benefit recipient has received benefits for 12 months, an annual COLA is provided. This COLA is 
calculated on the base retirement benefit at the date of retirement and is not compounded. For those 
retiring prior to January 7, 2013, the COLA will continue to be a three percent simple annual COLA. For 
those retiring after January 7, 2013, beginning in calendar year 2019, the COLA will be based on the 
average percentage increase in the Consumer Price Index, capped at three percent. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the Academy is required to contribute 14 percent of annual covered payroll. The contribution 
requirements of plan members and employers are established and may be amended by the SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent for 
employers.  The Retirement Board, acting with the advice of the actuary, allocates the employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B 
Fund, and Health Care Fund).  For the fiscal year ended June 30, 2018, the allocation to pension, death 
benefits, and Medicare B was 14.00 percent. SERS allocated 0.5 percent of employer contributions to the 
Health Care Fund for fiscal year 2018. 
 
The Academy’s contractually required contribution to SERS was $28,186 for fiscal year 2018.    
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description –Academy licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing, multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information, and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org.
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NOTE 10 – DEFINED BENEFIT PENSION PLAN – (continued) 
 
Plan Description - State Teachers Retirement System (STRS) – (continued) 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan, and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 
3307.  The DB plan offers an annual retirement allowance based on final average salary multiplied by a 
percentage that varies based on years of service.  Effective August 1, 2015, the calculation will be 2.2 
percent of final average salary for the five highest years of earnings multiplied by all years of service. 
Members are eligible to retire at age 60 with five years of qualifying service credit, or age 55 with 26 years 
of service, or 31 years of service regardless of age.  Age and service requirements for retirement will 
increase effective August 1, 2015, and will continue to increase periodically until they reach age 60 with 
35 years of service or age 65 with five years of service on August 1, 2026. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination 
of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
 
The Combined Plan offers features of both the DB Plan and the DC Plan.  In the Combined Plan, 12.0 of 
the 14.0 percent member rates goes to the DC Plan and the remaining 2.0 percent goes to the DB plan. 
Member contributions to the DC plan are allocated among investment choices by the member, and 
contributions to the DB plan from the employer and the member are used to fund the defined benefit 
payment at a reduced level from the regular DB Plan.  The defined benefit portion of the Combined Plan 
payment is payable to a member on or after age 60 with five years of services.  The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity 
after termination of employment at age 50 or later.  
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another STRS plan.  The optional annuitization of a member’s defined contribution account or the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of investment gain or loss on the account.  STRS has therefore included all three plan 
options in the GASB 68 schedules of employer allocation and pension amounts by employer.  
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit that apply for disability benefits.  Members in the DC Plan who 
become disabled are entitled only to their account balance.  If a member of the DC Plan dies before 
retirement benefits begin, the member’s designated beneficiary is entitled to receive the member’s 
account balance.  

Attachment 26: Audited Financial Statements Page 6087



YOUNGSTOWN ACADEMY OF EXCELLENCE - MAHONING COUNTY 
 
NOTES TO THE BASIC FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2018 
 

 26 

NOTE 10 – DEFINED BENEFIT PENSION PLAN – (continued) 
 
Plan Description - State Teachers Retirement System (STRS) – (continued) 
 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2018, plan members were required to contribute 14 percent of their annual covered salary. The 
Academy was required to contribute 14 percent; the entire 14 percent was the portion used to fund 
pension obligations. The fiscal year 2018 contribution rates were equal to the statutory maximum rates.  
 
The Academy’s contractually required contributions to STRS was $76,099 for fiscal year 2018.  
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions  
 
The net pension liability was measured as of June 30, 2017, and the total pension liability used to calculate 
the net pension liability was determined by an actuarial valuation as of that date. The Academy's 
proportion of the net pension liability was based on the Academy's share of contributions to the pension 
plan relative to the contributions of all participating entities.   
 
Following is information related to the proportionate share and pension expense: 
 

 
 

Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, changes in assumptions and changes in the Academy’s proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods.  

SERS STRS Total

Proportion of the Net Pension Liability

  Prior Measurement Date 0.00491250% 0.00642571%

Proportion of the Net Pension Liability

  Current Measurement Date 0.00563550% 0.00604919%

Change in Proportionate Share 0.00072300% -0.00037652%

Proportionate Share of the Net Pension

  Liability 336,708$             1,436,998$             1,773,706$          

Pension Expense 28,059                 (674,950)                 (646,891)              
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NOTE 10 – DEFINED BENEFIT PENSION PLAN – (continued) 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions - (continued) 
 
The difference between projected and actual investment earnings is recognized in pension expense using 
a straight line method over a five year period beginning in the current year.  Deferred outflows and 
deferred inflows resulting from changes in sources other than differences between projected and actual 
investment earnings are amortized over the average expected remaining service lives of all members 
(both active and inactive) using the straight line method. Employer contributions to the pension plan 
subsequent to the measurement date are also required to be reported as a deferred outflow of resources.  
 
At June 30, 2018, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  
 

 
 

 
 
 
 

SERS STRS Total

Deferred Outflows of Resources
Differences between expected and

  actual experience 14,489$            55,491$               69,980$            

Changes of assumptions 17,411              314,287               331,698            

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 97,175              0                           97,175              

Academy contributions subsequent to the 

  measurement date 28,186              76,099                 104,285            

Total Deferred Outflows of Resources 157,261$          445,877$             603,138$          

Deferred Inflows of Resources
Differences between expected and

  actual experience 0$                      11,582$               11,582$            

Net difference between projected and

  actual earnings on pension plan investments 1,598                 47,423                 49,021              

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 10,432              314,118               324,550            

Total Deferred Inflows of Resources 12,030$            373,123$             385,153$          
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NOTE 10 – DEFINED BENEFIT PENSION PLAN – (continued) 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions - (continued) 
 
$104,285 reported as deferred outflows of resources related to pension resulting from Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the year ending June 30, 2019.  Other amounts reported as deferred outflows of resources and 
deferred inflows of resources related to pension will be recognized in pension expense as follows:  
 

 
Actuarial Assumptions - SERS 
 
SERS’ total pension liability was determined by their actuaries in accordance with GASB Statement No. 67 
as part of their annual actuarial valuation for each defined benefit retirement plan.  Actuarial valuations 
of an ongoing plan involve estimates of the value of reported amounts (e.g., salaries, credited service) and 
assumptions about the probability of occurrence of events far into the future (e.g., mortality, disabilities, 
retirements, employment termination).  Actuarially determined amounts are subject to continual review 
and potential modifications, as actual results are compared with past expectations and new estimates are 
made about the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point.  The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant.  In many cases actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2017, are presented below: 
 

SERS STRS Total

Fiscal Year Ending June 30:

2019 53,681$               (54,691)$               (1,010)$                

2020 57,819                 9,825                    67,644                 

2021 13,396                 38,516                  51,912                 

2022 (7,851)                  3,005                    (4,846)                  

Total 117,045$             (3,345)$                 113,700$             
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NOTE 10 – DEFINED BENEFIT PENSION PLAN – (continued) 
 
Actuarial Assumptions – SERS – (continued) 
 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
COLA  or Ad Hoc COLA 2.5 percent
Investment Rate of Return 7.50 percent net of investments expense, including inflation
Actuarial Cost Method Entry Age Normal

 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection and a five year age set-back for both males and females.  Mortality among 
service retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection with Scale BB, 120 percent of male rates and 110 percent of female rates.  
Mortality among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 percent 
for male rates and 100 percent for female rates, set back five years is used for the period after disability 
retirement.  
 
The actuarial assumptions used in the June 30, 2017 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, payroll 
growth assumption and assumed real wage growth were reduced in the most recent actuarial valuation.  
The rates of withdrawal, retirement and disability updated to reflect recent experience and mortality rates 
were also updated. 
 
The long-term return expectation for the Pension Plan Investments has been determined using a building-
block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  A 
forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating a weighted averaged of the expected 
real return premiums for each asset class, adding the projected inflation rate, and adding the expected 
return from rebalancing uncorrelated asset classes. The target allocation and best estimates of arithmetic 
real rates of return for each major assets class are summarized in the following table: 
 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
International Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Stratagies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return 
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NOTE 10 – DEFINED BENEFIT PENSION PLAN – (continued) 
 
Actuarial Assumptions – SERS – (continued) 
 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute.  Projected inflows from investment earning were calculated using the long-term assumed 
investment rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of projected 
benefits to determine the total pension liability.   
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the net pension liability calculated using the discount rate of 7.50 percent, as 
well as what each plan’s net pension liability would be if it were calculated using a discount rate that is 
one percentage point lower (6.50 percent), or one percentage point higher (8.50 percent) than the current 
rate.  
 
Significant decreased in State Aid is caused by a decrease in enrollment from 157 in 2017 to 129 in 2018. 

 

 
 
Actuarial Assumptions – STRS  
 
The total pension liability in the June 30, 2017, actuarial valuation was determined using the following 
actuarial assumptions, applied to all periods included in the measurement:  

 

 
 

 

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

Academy's proportionate share

  of the net pension liability $467,264 $336,708 $227,342
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NOTE 10 – DEFINED BENEFIT PENSION PLAN – (continued) 
 
Actuarial Assumptions – STRS – (continued)  
 
Post-retirement mortality rates for healthy retirees are based on the RP-2014 Annuitant Mortality Table 
with 50% of rates through age 69, 70% of rates between ages 70 and 79, 90% of rates between ages 80 
and 84, and 100% of rates thereafter, projected forward generationally using mortality improvement scale 
MP-2016.  Post-retirement disabled mortality rates are based on the RP-2014 Disabled Mortality Table 
with 90% of rates for males and 100% of rates for females, projected forward generationally using 
mortality improvement scale MP-2016.  Pre-retirement mortality rates are based on RP-2014 Employee 
Mortality Table, projected forward generationally using mortality improvement scale MP-2016.Actuarial 
assumptions used in the July 1, 2017, valuation are based on the results of an actuarial experience study, 
for the period July 1, 2011 through June 30, 2016. 
  
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
 

Target
Asset Class Allocation*

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

Long-Term Expected
Real Rate of Return **

 
*The target allocation percentage is effective as of July 1, 2017. Target weights will be phased in over a 
24-month period concluding on July 1, 2019. 
 
** 10-Year annualized geometric nominal returns, which include the real rate of return and inflation of 
2.25% and does not include investment expenses. Over a 30-year period, STRS Ohio’s investment 
consultant indicates that the above target allocations should generate a return above the actuarial rate 
of return, without net value added by management.  
 
Discount Rate The discount rate used to measure the total pension liability was 7.45 percent as of June 
30, 2017. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate increases 
described above. For this purpose, only employer contributions that are intended to fund benefits of 
current plan members and their beneficiaries are included.   
 
Based on those assumptions, STRS’ fiduciary net position was projected to be available to make all 
projected future benefit payments to current plan members as of June 30, 2017.  Therefore, the long-
term expected rate of return on pension plan investments of 7.45 percent was applied to all periods of 
projected benefit payment to determine the total pension liability as of June 30, 2017. 
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NOTE 10 – DEFINED BENEFIT PENSION PLAN – (continued) 
 
Actuarial Assumptions – STRS – (continued)  
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the Academy's proportionate share of the net pension liability 
calculated using the current period discount rate assumption of 7.45 percent, as well as what the 
Academy's proportionate share of the net pension liability would be if it were calculated using a discount 
rate that is one-percentage-point lower (6.45 percent) or one-percentage-point higher (8.45 percent) than 
the current rate:  

 
 
Assumption Changes since the Prior Measurement Date 
The Retirement Board approved several changes to the actuarial assumptions in 2017. The long term 
expected rate of return was reduced from 7.75 percent to 7.45 percent, the inflation assumption was 
lowered from 2.75 percent to 2.50 percent, the payroll growth assumption was lowered to 3.00 percent, 
and total salary increases rate was lowered by decreasing the merit component of the individual salary 
increases, in addition to a decrease of 0.25 percent due to lower inflation. The healthy and disabled 
mortality assumptions were updated to the RP-2014 mortality tables with generational improvement 
scale MP-2016. Rates of retirement, termination and disability were modified to better reflect anticipated 
future experience. 
 
Benefit Term Changes Since the Prior Measurement Date 
Effective July 1, 2017, the COLA was reduced to zero.  
 
NOTE 11 – POSTEMPLOYMENT BENEFITS 
 
Net OPEB Liability  
 
 The net OPEB liability reported on the statement of net position represents a liability to employees for 
OPEB. OPEB is a component of exchange transactions-–between an employer and its employees—of 
salaries and benefits for employee services.  OPEB are provided to an employee—on a deferred-payment 
basis—as part of the total compensation package offered by an employer for employee services each 
financial period.  The obligation to sacrifice resources for OPEB is a present obligation because it was 
created as a result of employment exchanges that already have occurred. 

 
The net OPEB liability represents the Academy’s proportionate share of each OPEB plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
OPEB plan’s fiduciary net position.  The net OPEB liability calculation is dependent on critical long-term 
variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting these estimates annually.   

Current

1% Decrease Discount Rate 1% Increase

(6.45%) (7.45%) (8.45%)

Academy's proportionate share

  of the net pension liability $2,059,888 $1,436,998 $912,307
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NOTE 11 – POSTEMPLOYMENT BENEFITS 
 
Net OPEB Liability - continued 

 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which OPEB are financed; however, the Academy 
does receive the benefit of employees’ services in exchange for compensation including OPEB.  
 
GASB 75 assumes the liability is solely the obligation of the employer, because they benefit from employee 
services.  OPEB contributions come from these employers and health care plan enrollees which pay a 
portion of the health care costs in the form of a monthly premium.  The Ohio revised Code permits, but 
does not require the retirement systems to provide healthcare to eligible benefit recipients. Any change 
to benefits or funding could significantly affect the net OPEB liability. Resulting adjustments to the net 
OPEB liability would be effective when the changes are legally enforceable. The retirement systems may 
allocate a portion of the employer contributions to provide for these OPEB benefits. 

 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB liability 
on the accrual basis of accounting.  Any liability for the contractually-required OPEB contribution 
outstanding at the end of the year is included in accounts payable, related party on the accrual basis of 
accounting.   
 
Plan Description - School Employees Retirement System (SERS) 
 
Health Care Plan Description - The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non-certificated retirees and their beneficiaries.  For GASB 75 purposes, this plan is considered a 
cost-sharing other postemployment benefit (OPEB) plan.  SERS’ Health Care Plan provides healthcare 
benefits to eligible individuals receiving retirement, disability, and survivor benefits, and to their eligible 
dependents. Members who retire after June 1, 1986, need 10 years of service credit, exclusive of most 
types of purchased credit, to qualify to participate in SERS’ health care coverage. In addition to age and 
service retirees, disability benefit recipients and beneficiaries who are receiving monthly benefits due to 
the death of a member or retiree, are eligible for SERS’ health care coverage. Most retirees and 
dependents choosing SERS’ health care coverage are over the age of 65 and therefore enrolled in a fully 
insured Medicare Advantage plan; however, SERS maintains a traditional, self-insured preferred provider 
organization for its non-Medicare retiree population. For both groups, SERS offers a self-insured 
prescription drug program. Health care is a benefit that is permitted, not mandated, by statute.  The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Active employee members do not contribute to the Health Care Plan.  The SERS 
Retirement Board established the rules for the premiums paid by the retirees for health care coverage for 
themselves and their dependents or for their surviving beneficiaries.  Premiums vary depending on the 
plan selected, qualified years of service, Medicare eligibility, and retirement status.   
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NOTE 11 – POSTEMPLOYMENT BENEFITS – (continued) 
 
Plan Description - School Employees Retirement System (SERS) – (continued) 
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required pensions and benefits, the 
Retirement Board may allocate the remainder of the employer contribution of 14 percent of covered 
payroll to the Health Care Fund in accordance with the funding policy. For fiscal year 2018, .5 percent of 
covered payroll was made to health care. An additional health care surcharge on employers is collected 
for employees earning less than an actuarially determined minimum compensation amount, pro-rated if 
less than a full year of service credit was earned. For fiscal year 2018, this amount was $23,700. Statutes 
provide that no employer shall pay a health care surcharge greater than 2 percent of that employer’s 
SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the total statewide 
SERS-covered payroll for the health care surcharge.  For fiscal year 2018, the Academy’s surcharge 
obligation was $2,439.  
 
The surcharge added to the allocated portion of the 14 percent employer contribution rate is the total 
amount assigned to the Health Care Fund. The Academy’s contractually required contribution to SERS was 
$3,483 for fiscal year 2018.     
 
Plan Description - State Teachers Retirement System (STRS) 
 
Plan Description – The State Teachers Retirement System of Ohio (STRS) administers a cost-sharing Health 
Plan administered for eligible retirees who participated in the defined benefit or combined pension plans 
offered by STRS.  Ohio law authorizes STRS to offer this plan.  Benefits include hospitalization, physicians’ 
fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums.  Medicare Part 
B premium reimbursements will be discontinued effective January 1, 2020.  The Plan is included in the 
report of STRS which can be obtained by visiting www.strsoh.org or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS to offer the Plan and gives the 
Retirement Board discretionary authority over how much, if any, of the health care costs will be absorbed 
by STRS.  Active employee members do not contribute to the Health Care Plan.  Nearly all health care plan 
enrollees, for the most recent year, pay a portion of the health care costs in the form of a monthly 
premium.  Under Ohio law, funding for post-employment health care may be deducted from employer 
contributions, currently 14 percent of covered payroll.  For the fiscal year ended June 30, 2018, STRS did 
not allocate any employer contributions to post-employment health care.   
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NOTE 11 – POSTEMPLOYMENT BENEFITS – (continued) 
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB  
 
The net OPEB liability was measured as of June 30, 2017, and the total OPEB liability used to calculate the 
net OPEB liability was determined by an actuarial valuation as of that date. The Academy's proportion of 
the net OPEB liability was based on the Academy's share of contributions to the respective retirement 
systems relative to the contributions of all participating entities.  Following is information related to the 
proportionate share and OPEB expense: 

 

 
 
 
 
 
 
 
 
 
 
 
 

This space is intentionally left blank.

SERS STRS Total

Proportion of the Net OPEB Liability

  Prior Measurement Date 0.00496410% 0.00642571%

Proportion of the Net OPEB Liability

  Current Measurement Date 0.00574220% 0.00604919%

Change in Proportionate Share 0.00077810% -0.00037652%

Proportionate Share of the Net OPEB

  Liability 154,106$             236,016$             390,122$             

OPEB Expense 15,095                 (74,897)                (59,802)                
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NOTE 11 – POSTEMPLOYMENT BENEFITS – (continued) 
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB - (continued) 
 
At June 30, 2018, the Academy reported deferred outflows of resources and deferred inflows of 
resources related to OPEB from the following sources: 
 

 
 
$3,483 reported as deferred outflows of resources related to OPEB resulting from Academy contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the 
year ending June 30, 2019.  Other amounts reported as deferred outflows of resources and deferred 
inflows of resources related to OPEB will be recognized in OPEB expense as follows:  
 

SERS STRS Total

Deferred Outflows of Resources
Differences between expected and

  actual experience 0$                      13,624$            13,624$            

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 16,280              0                        16,280              

Academy contributions subsequent to the 

  measurement date 3,483                 0                        3,483                 

Total Deferred Outflows of Resources 19,763$            13,624$            33,387$            

Deferred Inflows of Resources
Changes of assumptions 14,624              19,012              33,636              

Net difference between projected and

  actual earnings on OPEB plan investments 407                    10,088              10,495              

Changes in proportion and differences

    between contributions and proportionate

    share of contributions 0                        17,260              17,260              

Total Deferred Inflows of Resources 15,031$            46,360$            61,391$            
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NOTE 11 – POSTEMPLOYMENT BENEFITS – (continued) 
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to OPEB - (continued) 
 

 
Actuarial Assumptions - SERS 
 
The total OPEB liability is determined by SERS’ actuaries in accordance with GASB Statement No. 74, as 
part of their annual actuarial valuation for each retirement plan. Actuarial valuations of an ongoing plan 
involve estimates of the value of reported amounts (e.g., salaries, credited service) and assumptions about 
the probability of occurrence of events far into the future (e.g., mortality, disabilities, retirements, 
employment terminations). Actuarially determined amounts are subject to continual review and potential 
modifications, as actual results are compared with past expectations and new estimates are made about 
the future. 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point. The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations. 
 
Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations 
will take into account the employee's entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant. In many cases, actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
 
 

SERS STRS Total

Fiscal Year Ending June 30:

2019 499$                    (6,297)$                 (5,798)$                

2020 499                      (6,297)                   (5,798)                  

2021 352                      (6,297)                   (5,945)                  

2022 (101)                     (6,297)                   (6,398)                  

2023 0                          (3,775)                   (3,775)                  

Thereafter 0                          (3,773)                   (3,773)                  

Total 1,249$                 (32,736)$               (31,487)$              
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NOTE 11 – POSTEMPLOYMENT BENEFITS – (continued) 
 
Actuarial Assumptions – SERS – (continued) 
 
Key methods and assumptions used in calculating the total OPEB liability in the latest actuarial valuation 
date of June 30, 2017, are presented below: 
 

Wage Inflation 3.00 percent
Future Salary Increases, including inflation 3.50 percent to 18.20 percent
Investment Rate of Return 7.50 percent net of investments

expense, including inflation
Municipal Bond Index Rate:
    Measurement Date 3.56 percent
    Prior Measurement Date 2.92 percent
Single Equivalent Interest Rate, net of plan investment expense,
 including price inflation
    Measurement Date 3.63 percent
    Prior Measurement Date 2.98 percent
Medical Trend Assumption
    Medicare 5.50 to 5.00 percent
    Pre-Medicare 7.50 to 5.00 percent  

 
Mortality rates were based on the RP-2014 Blue Collar Mortality Table with fully generational projection 
and Scale BB, 120 percent of male rates and 110 percent of female rates. RP-2000 Disabled Mortality 
Table with 90 percent for male rates and 100 percent for female rates set back five years. 
 
The most recent experience study was completed for the five-year period ended June 30, 2015.   
 
The long-term expected rate of return on plan assets is reviewed as part of the actuarial five-year 
experience study. The most recent study covers fiscal years 2010 through 2015, and was adopted by the 
Board on April 21, 2016. Several factors are considered in evaluating the long-term rate of return 
assumption including long-term historical data, estimates inherent in current market data, and a log-
normal distribution analysis in which best-estimate ranges of expected future real rates of return were 
developed by the investment consultant for each major asset class. These ranges were combined to 
produce the long-term expected rate of return, 7.50 percent, by weighting the expected future real rates 
of return by the target asset allocation percentage and then adding expected inflation. The capital market 
assumptions developed by the investment consultant are intended for use over a 10-year horizon and 
may not be useful in setting the long-term rate of return for funding pension plans which covers a longer 
timeframe. The assumption is intended to be a long-term assumption and is not expected to change 
absent a significant change in the asset allocation, a change in the inflation assumption, or a fundamental 
change in the market that alters expected returns in future years. 
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NOTE 11 – POSTEMPLOYMENT BENEFITS – (continued) 
 
Actuarial Assumptions – SERS – (continued) 
 
The target asset allocation and best estimates of arithmetic real rates of return for each major asset class, 
as used in the June 30, 2015 five-year experience study, are summarized as follows: 
 

Target
Asset Class Allocation

Cash 1.00 % 0.50 %
US Stocks 22.50 4.75
Non-US Stocks 22.50 7.00
Fixed Income 19.00 1.50
Private Equity 10.00 8.00
Real Assets 15.00 5.00
Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Long-Term Expected
Real Rate of Return

 
Discount Rate The discount rate used to measure the total OPEB liability at June 30, 2017 was 3.63 
percent. The discount rate used to measure total OPEB liability prior to June 30, 2017 was 2.98 percent. 
The projection of cash flows used to determine the discount rate assumed that contributions will be made 
from members and the System at the state statute contribution rate of 2.00 percent of projected covered 
employee payroll each year, which includes a 1.50 percent payroll surcharge and 0.50 percent of 
contributions from the basic benefits plan. Based on these assumptions, the OPEB plan’s fiduciary net 
position was projected to become insufficient to make future benefit payments during the fiscal year 
ending June 30, 2025. Therefore, the long-term expected rate of return on OPEB plan assets was used to 
present value the projected benefit payments through the fiscal year ending June 30, 2024 and the Fidelity 
General Obligation 20-year Municipal Bond Index rate of 3.56 percent, as of June 30, 2017 (i.e. municipal 
bond rate), was used to present value the projected benefit payments for the remaining years in the 
projection. The total present value of projected benefit payments from all years was then used to 
determine the single rate of return that was used as the discount rate. The projection of future benefit 
payments for all current plan members was until the benefit payments ran out. 
 
Sensitivity of the Academy's Proportionate Share of the Net OPEB Liability to Changes in the Discount 
Rate and Changes in the Health Care Cost Trend Rates The net OPEB liability is sensitive to changes in 
the discount rate and the health care cost trend rate. The following table presents the net OPEB liability 
of SERS, what SERS' net OPEB liability would be if it were calculated using a discount rate that is 1 
percentage point lower (2.63%) and higher (4.63%) than the current discount rate (3.63%). Also shown is 
what SERS' net OPEB liability would be based on health care cost trend rates that are 1 percentage point 
lower (6.5% decreasing to 4.0%) and higher (8.5% decreasing to 6.0%) than the current rate. 
  

 

Current

1% Decrease Discount Rate 1% Increase

(2.63%) (3.63%) (4.63%)

Academy's proportionate share

  of the net OPEB liability $186,102 $154,106 $128,756
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NOTE 11 – POSTEMPLOYMENT BENEFITS – (continued) 
 
Actuarial Assumptions – SERS – (continued) 
 

 
 
Actuarial Assumptions – STRS 
 
Key methods and assumptions used in the latest actuarial valuation, reflecting experience study results 
used in the June 30, 2017, actuarial valuation are presented below:   

 
Inflation 2.50 percent
Projected salary increases 12.50 percent at age 20 to 

 2.50 percent at age 65
Investment Rate of Return 7.45 percent, net of investment

 expenses, including inflation
Payroll Increases 3 percent
Cost-of-Living Adjustments 0.0 percent, effective July 1, 2017
  (COLA)
Blended Discount Rate of Return 4.13 percent
Health Care Cost Trends 6 to 11 percent initial, 4.5 percent ultimate  

 
Projections of benefits include the historical pattern of sharing benefit costs between the employers and 
retired plan members. 
 
For healthy retirees the mortality rates are based on the RP-2014 Annuitant Mortality Table with 50 
percent of rates through age 69, 70 percent of rates between ages 70 and 79, 90 percent of rates between 
ages 80 and 84, and 100 percent of rates thereafter, projected forward generationally using mortality 
improvement scale MP-2016. For disabled retirees, mortality rates are based on the RP-2014 Disabled 
Mortality Table with 90 percent of rates for males and 100 percent of rates for females, projected forward 
generationally using mortality improvement scale MP-2016. 
 
Actuarial assumptions used in the June 30, 2017, valuation are based on the results of an actuarial 
experience study for the period July 1, 2011 through June 30, 2016.  

Current

1% Decrease Trend Rate 1% Increase

(6.5 % decreasing (7.5 % decreasing (8.5 % decreasing

to 4.0%) to 5.0%) to 6.0%)

Academy's proportionate share

  of the net OPEB liability $125,045 $154,106 $192,568
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NOTE 11 – POSTEMPLOYMENT BENEFITS – (continued) 
 
Actuarial Assumptions – STRS – (continued) 
 
Since the prior measurement date, the discount rate was increased from 3.26 percent to 4.13 percent 
based on the methodology defined under GASB Statement No. 74, Financial Reporting for 
Postemployment Benefit Plans Other Than Pension Plans (OPEB) and the long term expected rate of return 
was reduced from 7.75 percent to 7.45 percent. Valuation year per capita health care costs were updated, 
and the salary scale was modified. The percentage of future retirees electing each option was updated 
based on current data and the percentage of future disabled retirees and terminated vested participants 
electing health coverage were decreased. The assumed mortality, disability, retirement, withdrawal and 
future health care cost trend rates were modified along with the portion of rebated prescription drug 
costs. 
 
Also since the prior measurement date, the subsidy multiplier for non-Medicare benefit recipients was 
reduced from 2.1 percent to 1.9 percent per year of service. Medicare Part B premium reimbursements 
were discontinued for certain survivors and beneficiaries and all remaining Medicare Part B premium 
reimbursements will be discontinued beginning January 2019.  Subsequent to the current measurement 
date, the date for discontinuing remaining Medicare Part B premium reimbursements was extended to 
January 2020. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board.  The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  
 

Target
Asset Class Allocation

Domestic Equity 28.00 % 7.35 %
International Equity 23.00 7.55
Alternatives 17.00 7.09
Fixed Income 21.00 3.00
Real Estate 10.00 6.00
Liquidity Reserves 1.00 2.25

Total 100.00 %

* 10 year annualized geometric nominal returns, which  include the 
real rate of return and inflation of 2.25 percent and does not include 
investment expenses.  Over a 30-year period, STRS' investment
consultant indicates that the above target allocations should
generate a return above the actual rate of return, without net
value added by management.

Long-Term Expected
Rate of Return *
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NOTE 11 – POSTEMPLOYMENT BENEFITS – (continued) 
 
Actuarial Assumptions – STRS – (continued) 
 
Discount Rate The discount rate used to measure the total OPEB liability was 4.13 percent as of June 30, 
2017. The projection of cash flows used to determine the discount rate assumes STRS Ohio continues to 
allocate no employer contributions to the health care fund. Based on these assumptions, the OPEB plan’s 
fiduciary net position was not projected to be sufficient to make all projected future benefit payments of 
current plan members. The OPEB plan’s fiduciary net position was projected to become insufficient to 
make future benefit payments during the fiscal year ending June 30, 2037.  Therefore, the long-term 
expected rate of return on OPEB plan assets was used to determine the present value of the projected 
benefit payments through the fiscal year ending June 30, 2036 and the Bond Buyer 20-year municipal 
bond rate of 3.58 percent as of June 30, 2017 (i.e. municipal bond rate), was used to determine the present 
value of the projected benefit payments for the remaining years in the projection.  The total present value 
of projected benefit payments from all years was then used to determine the single rate of return that 
was used as the discount rate. The blended discount rate of 4.13 percent, which represents the long-term 
expected rate of return of 7.45 percent for the funded benefit payments and the Bond Buyer 20-year 
municipal bond rate of 3.58 percent for the unfunded benefit payments, was used to measure the total 
OPEB liability as of June 30, 2017.  A blended discount rate of 3.26 percent which represents the long term 
expected rate of return of 7.75 percent for the funded benefit payments and the Bond Buyer 20-year 
municipal bond rate of 2.85 percent for the unfunded benefit payments was used to measure the total 
OPEB liability at June 30, 2016. 
 
Sensitivity of the Academy’s Proportionate Share of the Net OPEB Liability to Changes in the Discount 
and Health Care Cost Trend Rate The following table represents the net OPEB liability as of June 30, 2017, 
calculated using the current period discount rate assumption of 4.13 percent, as well as what the net 
OPEB liability would be if it were calculated using a discount rate that is one percentage point lower (3.13 
percent) or one percentage point higher (5.13 percent) than the current assumption. Also shown is the 
net OPEB liability as if it were calculated using health care cost trend rates that are one percentage point 
lower or one percentage point higher than the current health care cost trend rates. 
 

 
 
 

 
 
 

Current

1% Decrease Discount Rate 1% Increase

(3.13%) (4.13%) (5.13%)

Academy's proportionate share

  of the net OPEB liability $316,849 $236,016 $172,133

Current

1% Decrease Trend Rate 1% Increase

Academy's proportionate share

  of the net OPEB liability $163,975 $236,016 $330,833
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NOTE 12 - CONTINGENCIES 
 
Grants - The Academy received financial assistance from federal and state agencies in the form of grants. 
The disbursement of funds received under these programs generally requires compliance with terms and 
conditions specified in the grant agreements and are subject to audit by the grantor agencies. Any 
disallowed claims resulting from such audits could become a liability of the Academy. However, in the 
opinion of management, any such disallowed claims will not have a material adverse effect on the overall 
financial position of the Academy at June 30, 2018. 
 
Litigation - There are currently no matters in litigation with the Academy as defendant. 

 
Full-Time Equivalency - Academy foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  
 
Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE did not perform such a review on the Academy for fiscal year 2018.   
 
As of the date of this report, additional ODE adjustments for fiscal year 2018 are not finalized.  As a result, 
the impact of future FTE adjustments on the fiscal year 2018 financial statements is not determinable, at 
this time. Management believes this may result in either an additional receivable to, or a liability of, the 
Academy. 

 
In addition, the Academy’s contracts with their Sponsor and Management Company require payment 
based on revenues received from the State.  As discussed above, additional FTE adjustments for fiscal year 
2018 are not finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 2018 
financial statements, related to additional reconciliation necessary with these contracts, is not 
determinable.  Management believes this may result in either an additional receivable to, or liability of, 
the Academy.   
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NOTE 13 – BUILDING LEASES 
 

A new lease was executed in April 2017. The base lease cost is $8,000/ month if the Academy’s enrollment 
is 165 or less and $10,000/ month if the enrollment exceeds 165 students.  During the fiscal year 2018, 
the Academy paid $118,400 in lease expense under the agreement with Academy’s management 
company. 
 

 
 
 
 
 
 
 
 
 

 
NOTE 14 - SPONSOR 
 
The Academy was approved for operation under a contract with St. Aloysius Orphanage (the Sponsor) for 
a period of five academic years commencing July 18, 2005. Subsequent to the initial five-year period, the 
Academy received annual one-year extensions through June 2012. Beginning July 1, 2012 through June 
30, 2015, the Academy began operating under a sponsorship agreement from the Ohio Department of 
Education. During July 2015 this contract was extended to 2020. As part of this contract, the Sponsor is 
entitled to a maximum of 3% of the total state funds.  Total amount due and paid for fiscal year 2018 was 
$32,727. 
 
NOTE 15 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES 
 
The Academy entered into an agreement with Accel Schools, a management company, to provide legal, 
financial, and other management support services for fiscal year 2018. The agreement was for a period of 
five years beginning July 1, 2017. Management fees are calculated as 12.5% of the Academy’s State 
Revenue, plus $20,000 for managing Federal Funds. The total amount due from the Academy for the fiscal 
year ending June 30, 2018 was $159,685 and is included under “Purchased Services” on the Statement of 
Revenues, Expenses and Changes in Net Position. 
 
Also, per the management agreement there are expenses that will be billed to the Academy based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of Accel employees working 
in at the Academy and other costs related to providing education and administrative services. The total 
amount billed to the Academy inclusive of management fees during fiscal year 2018 was $1,025,822. 
 

Year Ending June 30: Amount

2019 96,000$          

2020 96,000            

2021 96,000            

2022 96,000            

2023 96,000            

2024-2026 288,000          

Total future minimum lease payments 768,000$         
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NOTE 15 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES – (continued) 
 
The following is a summary of management company expenses during the fiscal year: 
 

 
 

Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro-rated based on 
full time equivalent (FTE) head count as of June 30, 2018 by each school it manages.  
 
NOTE 16 - IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES AND RESTATEMENT OF NET 
POSITION 
 
For the fiscal year ended June 30, 2018, the Academy has implemented Governmental Accounting 
Standards Board (GASB) Statement No. 75, Accounting and Financial reporting for Postemployment 
Benefits other than Pensions, GASB Statement No. 81, Irrevocable Split-Interest Agreements, GASB 
Statement No. 85, Omnibus 2017 and GASB Statement No. 86, Certain Debt Extinguishments. 
 
GASB Statement No. 75 requires recognition of the entire net postemployment benefits other than 
pensions (other postemployment benefits or OPEB) liability and a more comprehensive measure of 
postemployment benefits expense for OPEB provided to the employees of state and local governmental 
employers through OPEB plans that are administered through trusts or equivalent arrangements. The 
implementation of GASB Statement No. 75 resulted in the inclusion of net OPEB liability and OPEB expense 
components on the accrual financial statements.  See below for the effect on net position as previously 
reported.  
 
GASB Statement No. 81 requires that a government that receives resources pursuant to an irrevocable 
split-interest agreement recognize assets, liabilities, and deferred inflows of resources at the inception of 
the agreement. Furthermore, it requires that a government recognize assets representing its beneficial 
interests in irrevocable split-interest agreements that are administered by a third party, if the government 
controls the present service capacity of the beneficial interests. This Statement also requires that a 
government recognize revenue when the resources become applicable to the reporting period.  The 
implementation of GASB Statement No. 81 did not have an effect on the financial statements of the 
Academy. 
 

Youngstown Academy of Excellence

Regular 
Instruction

(1100 Function 
Codes)

Special 
Instruction

(1200 Function 
Codes)

Support 
Services

(2000 Function 
Codes)

Non-Instructional 
(3000 through 
7000 Function 

Codes)

Total

Direct Expenses: 
Salaries & Wages (100 Object Codes) 497,093$        83,116$          195,033$        -$                     775,242$    
Employees’ Benefits (200 Object Codes) 37,955            4,865              12,259            -                       55,079        
Professional & Technical Services (410 Object Codes) -                  -                  171,638          -                       171,638      
Supplies (500 Object Codes) 7,322              -                  1,696              -                       9,018          
Other Direct Costs (All Other Object Codes) -                  -                  8,213              -                       8,213          
Indirect Expenses: 
Overhead -                  -                  124,217          -                       124,217      
  
Total Expenses 542,370$        87,981$          513,056$        -$                     1,143,407$ 
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NOTE 16 - IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES AND RESTATEMENT OF NET 
POSITION - (continued) 
 
GASB Statement No. 85 addresses a variety of topics including issues related to blending component units, 
goodwill, fair value measurement and application, and postemployment benefits. These changes were 
incorporated in the Academy’s fiscal year 2018 financial statements; however, there was no effect on 
beginning net position.  
 
GASB Statement No. 86 addresses the reporting and disclosure requirements of certain debt 
extinguishments including in-substance defeasance transactions and prepaid insurance associated with 
debt that is extinguished. The implementation of GASB Statement No. 86 did not have an effect on the 
financial statements of the Academy. 
 

Net Position June 30, 2017 (3,348,850)$ 

Adjustments:
Net OPEB liability (485,144)       
Deferred Outflow - Payments Subsequent to Measurement Date 3,732              

Restated Net Position June 30, 2017 (3,830,262)$ 

 
Other than employer contributions subsequent to the measurement date, the Academy made no 
restatement for deferred inflows/outflows of resources as the information needed to generate these 
restatements was not available. 
 
NOTE 17 - MANAGEMENT PLAN 
 
For fiscal year 2018, the Academy had a net position deficit of $(3,059,400), including the impact of net 
pension and OPEB liabilities and related accruals. The Academy’s net deficit in fiscal year 2018 improved 
from the $(3,830,262) restated net deficit in fiscal 2017. Enrollment decreased in fiscal year 2018 to 129, 
down from 157 in fiscal year 2017.  The Academy’s ability to maintain a stable administrative and 
instructional team along with active advertising via print, radio, mailings and through referrals of current 
parents is anticipated to help produce the likelihood of future enrollment growth leading to surpluses and 
provide an opportunity for the academy to recover from its prior deficits. 
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See accompanying notes to the required supplementary information. 

2018 2017 2016 2015 2014
Academy's Proportion of the Net Pension

Liability 0.00563550% 0.00491250% 0.00240800% 0.00306100% 0.00306100%

Academy's Proportionate Share of the Net
Pension Liability 336,708$        359,550$        137,403$        154,915$        182,028$        

Academy's Covered Payroll 166,314$        148,114$        72,489$          84,055$          73,880$          

Academy's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 202.45% 242.75% 189.55% 184.30% 246.38%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 69.50% 62.98% 69.16% 71.70% 65.52%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net Pension Liability

School Employees Retirement System of Ohio
Last Five Fiscal Years (1)
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See accompanying notes to the required supplementary information.

2018 2017 2016 2015 2014
Academy's Proportion of the Net Pension

Liability 0.00604919% 0.00642571% 0.00699792% 0.00815346% 0.00815346%

Academy's Proportionate Share of the Net
Pension Liability 1,436,998$        2,150,879$        1,934,020$        1,983,204$        2,362,379$        

Academy's Covered Payroll 665,036$          721,243$          730,114$          903,300$          850,438$          

Academy's Proportionate Share of the Net
Pension Liability as a Percentage
of its Covered Payroll 216.08% 298.22% 264.89% 219.55% 277.78%

Plan Fiduciary Net Position as a 
Percentage of the Total Pension
Liability 75.30% 66.80% 72.10% 74.70% 69.30%

(1) Information prior to 2014 is not available. Schedule is intended to show ten years of information, and additional
      years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net Pension Liability

State Teachers Retirement System of Ohio
Last Five Fiscal Years (1)
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 See accompanying notes to the required supplementary information.     

2018 2017 2016 2015 2014 2013 2012 2011 2010 2009

Contractually Required Contribution 28,186$          23,284$          20,736$          9,554$            11,650$          10,225$          14,769$          14,313$          12,158$          9,450$        

Contributions in Relation to the 
Contractually Required Contribution (28,186)           (23,284)           (20,736)           (9,554)            (11,650)           (10,225)           (14,769)           (14,313)           (12,158)           (9,450)        

Contribution Deficiency (Excess) 0$                  0$                  0$                  0$                  0$                  0$                  0$                  0$                  0$                  0$              

Academy Covered Payroll 208,785$        166,314$        148,114$        72,489$          84,055$          73,880$          109,807$        113,866$        89,793$          96,037$      

Contributions as a Percentage of
Covered Payroll 13.50% 14.00% 14.00% 13.18% 13.86% 13.84% 13.45% 12.57% 13.54% 9.84%

Required Supplementary Information
Schedule of Academy Contributions - Pension
School Employees Retirement System of Ohio

Last Ten Fiscal Years 
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See accompanying notes to the required supplementary information.     

2018 2017 2016 2015 2014 2013 2012 2011 2010 2009

Contractually Required Contribution 76,099$            93,105$            100,974$          102,216$          117,429$          110,557$          88,706$            81,892$            94,641$            97,593$            

Contributions in Relation to the 
Contractually Required Contribution (76,099)            (93,105)            (100,974)           (102,216)           (117,429)           (110,557)           (88,706)            (81,892)            (94,641)            (97,593)            

Contribution Deficiency (Excess) 0$                    0$                    0$                    0$                    0$                    0$                    0$                    0$                    0$                    0$                    

Academy Covered Payroll 543,564$          665,036$          721,243$          730,114$          903,300$          850,438$          682,354$          629,938$          728,008$          750,715$          

Contributions as a Percentage of
Covered Payroll 14.00% 14.00% 14.00% 14.00% 13.00% 13.00% 13.00% 13.00% 13.00% 13.00%

Required Supplementary Information
Schedule of Academy Contributions - Pension

State Teachers Retirement System of Ohio
Last Ten Fiscal Years 
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2018 2017
Academy's Proportion of the Net OPEB

Liability 0.0057422% 0.0049641%

Academy's Proportionate Share of the Net
OPEB Liability 154,106$        141,495$        

Academy's Covered Payroll 166,314$        148,114$        

Academy's Proportionate Share of the Net
OPEB Liability as a Percentage
of its Covered Payroll 92.66% 95.53%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability 12.46% 11.49%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net OPEB Liability

School Employees Retirement System of Ohio
Last Two Fiscal Years (1)
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2018 2017
Academy's Proportion of the Net OPEB

Liability 0.00604919% 0.00642571%

Academy's Proportionate Share of the Net
OPEB Liability 236,016$          343,649$          

Academy's Covered Payroll 665,036$          721,243$          

Academy's Proportionate Share of the Net
OPEB Liability as a Percentage
of its Covered Payroll 35.49% 47.65%

Plan Fiduciary Net Position as a 
Percentage of the Total OPEB
Liability 47.10% 37.30%

(1) Information prior to 2017 is not available. Schedule is intended to show ten years of information, 
      and additional years' will be displayed as it becomes available. 

     Amounts presented as of the Academy's measurement date
     which is the prior fiscal period end. 

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of the Academy's Proportionate Share of the Net OPEB Liability

State Teachers Retirement System of Ohio
Last Two Fiscal Years (1)
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2018 2017 2016 2015 2014 2013 2012 2011 2010 2009

Contractually Required Contribution (1) 3,483$            3,732$            2,451$            594$          528$               578$               640$               1,733$            477$               4,418$        

Contributions in Relation to the 
Contractually Required Contribution (3,483)             (3,732)             (2,451)             (594)           (528)               (578)               (640)               (1,733)             (477)               (4,418)        

Contribution Deficiency (Excess) 0$                  0$                  0$                  0$              0$                  0$                  0$                  0$                  0$                  0$              

Academy Covered Payroll 208,785$        166,314$        148,114$        72,489$      84,055$          73,880$          109,807$        113,866$        89,793$          96,037$      

OPEB Contributions as a Percentage of
Covered Payroll (1) 1.67% 2.24% 1.65% 0.82% 0.63% 0.78% 0.58% 1.52% 0.53% 4.60%

(1) Includes Surcharge

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - OPEB

School Employees Retirement System of Ohio
Last Ten Fiscal Years 
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2018 2017 2016 2015 2014 2013 2012 2011 2010 2009

Contractually Required Contribution 0$                        0$                    0$                    0$                    9,033$              8,504$              6,824$              6,299$              7,280$              7,507$              

Contributions in Relation to the 
Contractually Required Contribution 0                         0                     0                     0                     (9,033)              (8,504)              (6,824)              (6,299)              (7,280)              (7,507)              

Contribution Deficiency (Excess) 0$                        0$                    0$                    0$                    0$                    0$                    0$                    0$                    0$                    0$                    

Academy Covered Payroll 543,564$              665,036$          721,243$          730,114$          903,300$          850,438$          682,354$          629,938$          728,008$          750,715$          

Contributions as a Percentage of
Covered Payroll 0.00% 0.00% 0.00% 0.00% 1.00% 1.00% 1.00% 1.00% 1.00% 1.00%

See accompanying notes to the required supplementary information

Required Supplementary Information
Schedule of Academy Contributions - OPEB
State Teachers Retirement System of Ohio

Last Ten Fiscal Years 
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Net Pension Liability  
 
Changes of benefit terms - SERS:  
 
There were no changes in benefit terms from the amounts reported for fiscal years 2014-2018. 
 
The following changes were made to the benefit terms in 2018 as identified: The COLA was changed from 
a fixed 3.00% to a COLA that is indexed to CPI-W not greater than 2.5% with a floor of 0% beginning 
January 1, 2018. In addition, with the authority granted the Board under HB 49, the Board has enacted a 
three-year COLA suspension for benefit recipients in calendar years 2018, 2019 and 2020. 
 
Changes in assumptions - SERS:  
 
There were no changes in methods and assumptions used in the calculation of actuarial determined 
contributions for fiscal years 2014-2016 and 2018. For fiscal year 2018, the following changes of 
assumptions affected the total pension liability since the prior measurement date: (a) the assumed rate 
of inflation was reduced from 3.25% to 3.00%, (b) payroll growth assumption was reduced from 4.00% to 
3.50%, (c) assumed real wage growth was reduced from 0.75% to 0.50%, (d) Rates of withdrawal, 
retirement and disability were updated to reflect recent experience, (e) mortality among active members 
was updated to RP-2014 Blue Collar Mortality Table with fully generational projection and a five year age 
set-back for both males and females, (f) mortality among service retired members, and beneficiaries was 
updated to the following RP-2014 Blue Collar Mortality Table with fully generational projection with Scale 
BB, 120% of male rates, and 110% of female rates and (g) mortality among disable member was updated 
to RP-2000 Disabled Mortality Table, 90% for male rates and 100% for female rates, set back five years is 
used for the period after disability retirement (h) change in discount rate from 7.75% to 7.5%.   

 
Changes in benefit terms - STRS:  
 
There were no changes in benefit terms from the amounts reported for fiscal years 2014-2017. Effective 
for fiscal year 2018, the cost of living adjustment (COLA) was reduced to zero. 
 
Changes in assumptions - STRS:  
 
There were no changes in methods and assumptions used in the calculation of actuarial determined 
contributions for fiscal years 2014-2018.  For fiscal year 2018, the following changes of assumptions 
affected the total pension liability since the prior measurement date: (a) inflation assumption lowered 
from 2.75% to 2.50%, (b) investment return assumption lowered from 7.75% to 7.45%, (c) total salary 
increases rates lowered by decreasing the merit component of the individual salary increases, as well as 
by 0.25% due to lower inflation, (d) payroll growth assumption lowered to 3.00%, (e) updated the healthy 
and disable mortality assumption to the “RP-2014” mortality tables with generational improvement scale 
MP-2016, (f) rates of retirement, termination and disability were modified to better reflect anticipated 
future experience.  
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Net OPEB Liability  
 
Changes in Assumptions – SERS  
 
Amounts reported for fiscal year 2018 incorporate changes in key methods and assumptions used in 
calculating the total OPEB liability as presented below:  
 
Municipal Bond Index Rate: 
    Fiscal year 2018          3.56 percent 
    Fiscal year 2017         2.92 percent 
Single Equivalent Interest Rate, net of plan investment expense, 
 including price inflation 
    Fiscal year 2018          3.63 percent 
    Fiscal year 2017         2.98 percent 
 
Changes in Assumptions – STRS  
 
For fiscal year 2018, the discount rate was increased from 3.26 percent to 4.13 percent based on the 
methodology defined under GASB Statement No. 74, Financial Reporting for Postemployment Benefit 
Plans Other Than Pension Plans (OPEB) and the long term expected rate of return was reduced from 7.75 
percent to 7.45 percent. Valuation year per capita health care costs were updated, and the salary scale 
was modified. The percentage of future retirees electing each option was updated based on current data 
and the percentage of future disabled retirees and terminated vested participants electing health 
coverage were decreased. The assumed mortality, disability, retirement, withdrawal and future health 
care cost trend rates were modified along with the portion of rebated prescription drug costs.  
  
Also, for fiscal year 2018, the subsidy multiplier for non-Medicare benefit recipients was reduced from 2.1 
percent to 1.9 percent per year of service. Medicare Part B premium reimbursements were discontinued 
for certain survivors and beneficiaries and all remaining Medicare Part B premium reimbursements will 
be discontinued beginning January 2019. 
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December 28, 2018

To the Board of Directors
Youngstown Academy of Excellence
Mahoning County, Ohio
1408 Rigby Street
Youngstown, Ohio 44506

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the Youngstown Academy of Excellence, 
Mahoning County, Ohio (the “Academy”) as of and for the year ended June 30, 2018, and the related notes to the 
financial statements, which collectively comprise the Academy’s basic financial statements, and have issued our 
report thereon dated December 28, 2018, in which we noted the Academy restated their net position to account for 
the implementation of Governmental Accounting Standard Board (GASB) Statement No. 75, “Accounting and 
Financial reporting for Postemployment Benefits other than Pensions”, and the Academy has suffered recurring 
losses from operations and has a net position deficit of $3,059,400, including the net effect of net pension liability, 
net OPEB liability and related accruals totaling $1,973,847, that raises substantial doubt about its ability to 
continue as a going concern.

Internal Control over Financial Reporting

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

A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance. 
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Youngstown Academy of Excellence 
Independent Auditor’s Report on Internal Control over Financial Reporting 
   and on Compliance and Other Matters Based on an Audit of 
   Financial Statements Performed in Accordance with 

Government Auditing Standards
Page 2 of 2

Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified.

Compliance and Other Matters

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

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose.

Cambridge, Ohio
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Board of Directors 
Youngstown Academy of Excellence 
1408 Rigby Street 
Youngstown, Ohio 44506 
 
 
We have reviewed the Independent Auditor’s Report of the Youngstown Academy of 
Excellence, Mahoning County, prepared by Rea & Associates, Inc., for the audit period July 1, 
2016 through June 30, 2017.  Based upon this review, we have accepted these reports in lieu of 
the audit required by Section 117.11, Revised Code.  The Auditor of State did not audit the 
accompanying financial statements and, accordingly, we are unable to express, and do not 
express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by 
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor 
of State, regulations and grant requirements.  The Youngstown Academy of Excellence is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
 
 
Dave Yost 
Auditor of State 
 
February 15, 2018 
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December 26, 2017 
 
To the Board of Directors 
Youngstown Academy of Excellence 
Mahoning County, Ohio 
1408 Rigby Street 
Youngstown, Ohio 44506 
 
 

INDEPENDENT AUDITOR'S REPORT 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Youngstown Academy of Excellence, 
Mahoning County, Ohio, (the “Academy”) as of and for the year ended June 30, 2017, and the related 
notes to the financial statements, which collectively comprise the Academy’s basic financial statements as 
listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the Academy’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Academy’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion 
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Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position 
of the Academy as of June 30, 2017, and the changes in its financial position and its cash flows for the year then 
ended in accordance with accounting principles generally accepted in the United States of America. 
 
Emphasis of a Matter  
 
The accompanying financial statements have been prepared assuming the Academy will continue as a going 
concern. As disclosed in Note 16 to the financial statements, the Academy has previously suffered recurring losses 
from operations and has a net position deficit of $3,348,850 that raises substantial doubt about its ability to continue 
as a going concern. This deficit net position includes the effect of the net pension liability and related accruals 
totaling $2,306,897. Note 16 describes management’s plan regarding these issues. The financial statements do not 
include any adjustments that might result from the outcome of this uncertainty. Our opinion is not modified with 
respect to this matter. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s Discussion 
and Analysis and the Schedule of the Academy's Proportionate Share of the Net Pension Liability, and Schedule of 
the Academy’s Contributions on pages 3-7, 32-33, and 34-35, respectively, be presented to supplement the basic 
financial statements. Such information, although not a part of the basic financial statements, is required by the 
Governmental Accounting Standards Board who considers it to be an essential part of financial reporting for placing 
the basic financial statements in an appropriate operational, economic, or historical context. We have applied certain 
limited procedures to the required supplementary information in accordance with auditing standards generally 
accepted in the United States of America, which consisted of inquiries of management about the methods of 
preparing the information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic financial 
statements. We do not express an opinion or provide any assurance on the information because the limited 
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.  
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated December 26, 2017 on our 
consideration of the Academy’s internal control over financial reporting and on our tests of its compliance with 
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report 
is to describe the scope of our testing of internal control over financial reporting and compliance and the results of 
that testing, and not to provide an opinion on internal control over financial reporting or on compliance. That report 
is an integral part of an audit performed in accordance with Government Auditing Standards in considering the 
Academy’s internal control over financial reporting and compliance. 
 
 
 
 
 

Cambridge, Ohio 
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The discussion and analysis of the Youngstown Academy of Excellence’s (the “Academy”) financial 
performance provides an overall review of the Academy’s financial activities for the fiscal year ended June 
30, 2017. The intent of this discussion and analysis is to look at the Academy’s financial performance as a 
whole.  Readers should also review the financial statements and notes to the financial statements to 
enhance their understanding of the Academy’s financial performance. The first year of the Academy’s 
operations was 2006.  
 

FINANCIAL HIGHLIGHTS 
 

 Net position increased $73,259. 

 Total revenue decreased from $2,686,298 in fiscal 2016 to $1,911,436 in fiscal 2017. 

 Total operating expenses (excluding interest) increased from $1,766,186 in fiscal 2016 to 
$1,791,212 in fiscal 2017.   

 

OVERVIEW OF FINANCIAL STATEMENTS 
 
The financial report consists of three parts –required supplemental information, the basic financial 
statements, and the notes to the financial statements.  These statements are organized so the reader can 
understand the financial position of the Academy. Enterprise accounting uses a flow of economic 
resources measurement focus. With this measurement focus, all assets and all deferred outflows of 
resources and all liabilities and all deferred inflows of resources are included on the statement of net 
position. The statement of net position represents the statement of position of the Academy.  The 
statement of revenues, expenses, and changes in net position presents increases (e.g., revenues) and 
decreases (e.g., expenses) in net position.  The statement of cash flows reflects how the Academy finances 
and meets its cash flow needs.  Finally, the notes to the basic financial statements provide additional 
information that is essential to a full understanding of the data provided on the basic financial statements. 
 

FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE 
 
The Academy is not required to present government-wide financial statements as the Academy is engaged 
in only business-type activities. Therefore, no condensed financial information derived from 
governmental-wide financial statements is included in the discussion and analysis. 
 
The following tables represent a summary the Academy’s condensed financial information for 2017 
derived from the statement of net position and the statement of revenues, expenses and changes in net 
position. 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Table 1 provides a summary of the Academy’s nets position for 2017 as compared to 2016: 
 
                                                                                  Table 1 
                                                                           Statement of Net Position 
 

2017 2016

Assets:

  Current assets:

 Cash and Cash Equivalents 58,979$         75,802$         

  Accounts Receivable 1,426             -                 

  Intergovernmental Receivable 35,481           56,439           

  Prepaid Expense 45,070           19,251           

     Total current assets 140,956         151,492         

Noncurrent assets:

  Capital Assets, net of Accumulated Depreciation 127,772         150,754         

     Total current assets 127,772         150,754         

Total assets 268,728         302,246         

Deferred Outflows of Resources 546,203         214,329         

Liabilities:

  Current Liabilities:

     Accounts Payable, Trade 42,147           73,595           

     Accounts Payable, Related Party 364,844         314,762         

     Accrued Expenses 31,690           49,552           

     Advances fron Charter School Capital 122,000         199,500         

         Total current liabilities 560,681         637,409         

Noncurrent liabilites:

  Net Pension Liability 2,510,429      2,071,423      

  Noncurrent Portion of Long-term Debt 750,000         750,000         

      Total noncurrent liabilites 3,260,429      2,821,423      

          Total liabilities 3,821,110      3,458,832      

Deferred Inflows of Resources 342,671         479,852         

Net Position:

  Invested in Capital Assets 127,772         150,754         

  Unrestricted Net Position (3,476,622)     (3,572,863)     

     Total Net Position (3,348,850)$   3,422,109$    
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
Under the standards required by GASB 68, the net pension liability equals the Academy’s proportionate 
share of each plan’s collective: 
 

1. Present value of estimated future pension benefits attributable to active and inactive employees’ 
past service  

2. Minus plan assets available to pay these benefits 
 
GASB notes that pension obligations, whether funded or unfunded, are part of the “employment 
exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, and the 
promise of a future pension.  GASB noted that the unfunded portion of this pension promise is a present 
obligation of the government, part of a bargained-for benefit to the employee, and should accordingly be 
reported by the government as a liability since they received the benefit of the exchange.  However, the 
Academy is not responsible for certain key factors affecting the balance of this liability.  In Ohio, the 
employee shares the obligation of funding pension benefits with the employer.  Both employer and 
employee contribution rates are capped by State statute.  A change in these caps requires action of both 
Houses of the General Assembly and approval of the Governor.  Benefit provisions are also determined 
by State statute.  The employee enters the employment exchange with the knowledge that the employer’s 
promise is limited not by contract but by law.  The employer enters the exchange also knowing that there 
is a specific, legal limit to its contribution to the pension system.  In Ohio, there is no legal means to 
enforce the unfunded liability of the pension system as against the public employer.  State law operates 
to mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter 
the employment exchange with notice as to the law.  The pension system is responsible for the 
administration of the plan.  
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability.  As explained above, changes in pension benefits, contribution rates, 
and return on investments affect the balance of the net pension liability, but are outside the control of  
the local government.  In the event that contributions, investment returns, and other changes are 
insufficient to keep up with required pension payments, State statute does not assign/identify the 
responsible party for the unfunded portion.  Due to the unique nature of how the net pension liability is 
satisfied, this liability is separately identified within the long-term liability section of the statement of net 
position. 
 
In accordance with GASB 68, the Academy’s statements prepared on an accrual basis of accounting 
include an annual pension expense for their proportionate share of each plan’s change in net pension 
liability not accounted for as deferred inflows/outflows.  
 
As a result of implementing GASB 68, the Academy is reporting a net pension liability and deferred 
inflows/outflows of resources related to pension on the accrual basis of accounting.   
 
Results of fiscal year 2017 indicate a deficit decrease of $73,259 resulting in an ending cumulative net 
deficit balance of $3,348,850. The deficit decrease over the prior year is primarily the result of the debt 
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FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued) 
 
forgiveness by the Academy’s management company, Accel Schools in fiscal year 2016 which was not 
repeated in fiscal year 2017.  Fiscal 2017 enrollment was 158 as compared to fiscal 2016 enrollment of 
148. As of November 2017, enrollment has decreased to 127. The goal is to grow enrollment to be closer 
to the capacity of the facility at which point the school would generate surpluses on an annual basis 
sufficient to eliminate accumulated deficits.  
 
Table 2 reflects the changes in net position for the fiscal year 2017 as compared to 2016: 
 
                                                                                      Table 2 

Statement of Revenues, Expenses, and Changes in Net Position 
2017 2016

Operating Revenues:

  State Aid 1,373,395$    1,263,184$     

  Miscellaneous 3,246             4,748              

     Total Operating Revenues 1,376,641      1,267,932       

Operating Expenses:

  Purchased Services 1,709,889      1,662,837       

  Depreciation 31,845           31,869            

  General Supplies 39,157           56,895            

  Other Operating Expenses 10,321           14,585            

    Total Operating Expenses: 1,791,212      1,766,186       

      Operating Loss (414,571)        (498,254)         

Nonoperating Revenues and Expenses:

  Federal and State Restricted Grants 534,795         439,116          

  Debt Forgiveness -                 979,250          

  Interest Expense (46,965)          (37,851)           

    Net Nonoperating Revenues and Expenses 487,830         1,380,515       

Change in Net Position 73,259           882,261          

Net Position, Beginning of Year (3,422,109)     (4,304,370)      

Net Position, End of Year (3,348,850)$   (3,422,109)$    

 
At the onset of planning for the opening of the Academy, management and the board carefully calculated 
the costs and risks associated with offering a high quality educational program that would be competitive 
with the educational programs available at the traditional public schools and weighed those costs and 
risks against the enhanced educational opportunities that would be available to students.  Based on that 
analysis, the board and its management made the decision to make an investment in the future of the 
children of this community, not based on a plan that was expected to generate economic profits, but 
rather on a plan that is economically sustainable and that would generate dividends to the community in 
the form of enhanced opportunities for children and families.  Resources for the necessary programs came 
from delaying payment on invoices from the Academy’s management company for certain rent, 
management services, other operating expenses and invoices for payroll of Academy staff.   
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BUDGET 
 
Unlike other public schools located in the State of Ohio, community schools are not required to follow 
budgetary provision set forth in the Ohio Revised Code Chapter 5705, other than the development of a 
five-year forecast. The Academy’s contract with its sponsor, Ohio Department of Education, also requires 
an annual financial plan. 
 

CAPITAL ASSETS  
 
At the end of fiscal year 2017, the Academy had $127,772 invested in capital assets (net of accumulated 
depreciation) for leasehold improvements, computers, furniture and other equipment. The following 
table shows fiscal year 2017 compared to 2016:  
 

2017 2016 Change

Furniture & Equipment $95,203 $98,923 ($3,720)

Computer Technology 32,569 42,217 (9,648)

Leasehold Improvements -                   9,612 (9,612)

Net Capital Assets $127,772 $150,752 ($22,980)

Capital Assets at June 30 (Net of Depreciation)

 
The increase represents an investment in additional computer technology offset by the depreciation 
expense for the year. There were no asset disposals during the year.  For further information regarding 
the Academy’s capital assets, refer to Note 5 of the basic financial statements.   
 

DEBT 
 
At June 30, 2017, the Academy had advances outstanding from Charter School Capital of $122,000 and a 
long-term note with the Academy’s management company, Accel Schools in the amount of $750,000.  
During fiscal year 2017, no principal payments were made on the note. For further information regarding 
the Academy’s debt, refer to Note 6 and 7 of the Basic Financial Statements.  
 

OPERATIONS 
 
Youngstown Academy of Excellence is a public school established pursuant to Ohio Revised Code Chapter 
3314.  The Academy offers education for Ohio children in grades K-8. The Academy is independent of any 
school district and is nonsectarian in its programs, admission policies, employment practices, and all other 
operations. The Academy may lease or acquire facilities as needed and contract for any services necessary 
for the operation of the Academy. 
 

REQUESTS FOR INFORMATION 
 
This financial report is designed to provide our citizens, taxpayers, investors and creditors with a general 
overview of the academy’s finances and to show the Academy’s accountability for the money it receives.  
If you have any questions concerning this report, please contact the Academy’s Fiscal Officer, C. David 
Massa, CPA of Massa Financial Solutions, LLC, 1408 Rigby Street, Youngstown, Ohio 44506.
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YOUNGSTOWN ACADEMY OF EXCELLENCE - MAHONING COUNTY, OHIO 

  
Statement of Net Position 

June 30, 2017 

Assets:

Current Assets:

    Cash and Cash Equivalents 58,979$            

    Accounts Receivable 1,426

    Intergovernmental Receivable 35,481

    Prepaid Expense 45,070

      Total Current Assets 140,956

Noncurrent Assets:

  Capital Assets, net of Accumulated Depreciation 127,772

127,772

Total Assets 268,728            

Deferred Outflows of Resources 546,203            

Liabilities:

Current Liabilities:

    Accounts Payable, Trade 42,147               

    Accounts Payable, Related Party 364,844            

    Accrued Expenses 31,690               

    Advances Payable 122,000            

       Total Current Liabilities 560,681            

Noncurrent Liabilities:

  Net Pension Liability 2,510,429

  Noncurrent Portion of Long-term Debt 750,000

    Total Noncurrent Liabilities 3,260,429

       Total Liabilities 3,821,110

Deferred Inflows of Resources 342,671

Net Position:

  Invested in Capital Assets 127,772

  Unrestricted Net Position (3,476,622)

  Total Net Position (3,348,850)$     

See Accompanying Notes to the Basic Financial Statements  
 

Attachment 26: Audited Financial Statements Page 6135



9 
 

YOUNGSTOWN ACADEMY OF EXCELLENCE - MAHONING COUNTY, OHIO 

  
Statement of Revenues, 

Expenses and Changes in Net Position 
For the Fiscal Year Ended June 30, 2017 

 
 

Operating Revenues:

  State Aid 1,373,395$       

  Miscellaneous 3,246

    Total Operating Revenues 1,376,641

Operating Expenses:

  Purchased Services 1,709,889

  Depreciation 31,845

  Supplies 39,157

  Other Operating Expenses 10,321

    Total Operating Expenses 1,791,212

      Operating Loss (414,571)

Non-Operating Revenues and Expenses:

  Federal and State Restricted Grants 534,795

  Interest Expense (46,965)             

    Net Nonoperating Revenues and Expenses 487,830

Change in Net Position 73,259               

Net Position Beginning of Year (3,422,109)        

Net Position End of Year (3,348,850)$     

See Accompanying Notes to the Basic Financial Statements  
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YOUNGSTOWN ACADEMY OF EXCELLENCE - MAHONING COUNTY, OHIO 

  
Statement of Cash Flows 

For the Fiscal Year Ended June 30, 2017 
 

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts 1,373,395$       

Other Operating Receipts 3,246                 

Cash Payments to Suppliers for Goods and Services (1,814,464)        

Net Cash Used For Operating Activities (437,823)           

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Charter School Capital Proceeds 708,700            

Charter School Capital Payments (786,200)           

Charter School Capital Program Fees (28,214)             

Note Payable Interest Payments (18,750)             

Federal and State Grant Receipts 554,329            

Net Cash Provided By Noncapital Financing Activities 429,865            

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Purchase of Assets (8,865)                

Net Cash Used For Capital and Related Financing Activities (8,865)                

Net Decrease in Cash and Cash Equivalents (16,823)             

Cash and Cash Equivalents - Beginning of the Year 75,802               

Cash and Cash Equivalents - Ending of the Year 58,979$            

 
 
 
 

See Accompanying Notes to the Basic Financial Statements 
 
 
 
 
 
 
 
 
 
 
 
 
 

(Continued) 
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YOUNGSTOWN ACADEMY OF EXCELLENCE - MAHONING COUNTY, OHIO  
 

Statement of Cash Flows 
For the Fiscal Year Ended June 30, 2017 

(Continued) 
 

Reconciliation of Operating Loss to Net Cash Used For Operating Activities

Operating Loss (414,571)$         

Adjustments to Reconcile Operating Loss to 

Net Cash Used For Operating Activities:

Depreciation 31,845               

Changes in Assets, Liabilities, and Deferred Inflows and Outflows:

(Increase)/ Decrease in Deferred Outflows (331,874)           

Increase/ (Decrease) in Deferred Inflows (137,181)           

Increase/ (Decrease) in Net Pension Liability 439,006            

Increase in Prepaid Expense (25,819)             

Decrease in Accounts Payable, Trade (31,448)             

Increase in Accounts Payable, Related Party 50,082               

(Decrease) in Accrued Expense (17,863)             

Net Cash Used For Operating Activities (437,823)$         

 
 
 
See Accompanying Notes to the Basic Financial Statements 
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NOTE 1 – DESCRIPTION OF ACADEMY 
 
The Youngstown Academy of Excellence (the “Academy”) is a nonprofit corporation established pursuant 
to Ohio Revised Code Chapter 3314. The Academy offers education for Ohio children in grades K-8.  The 
Academy is independent of any school district and is nonsectarian in its programs, admission policies, 
employment practices, and all other operations. The Academy may lease or acquire facilities as needed 
and contract for any services necessary for the operation of the Academy.  The Academy is a federally 
recognized 501(c)(3) nonprofit corporation established pursuant to Ohio Revised Code Chapter 1702. 
 
The Academy was initially approved for operation under a contract with the St. Aloysius Orphanage (the 
Sponsor) for a period of five academic years commencing after July 1, 2005 and, with extensions, 
continued through June 30, 2012. Effective July 1, 2012 through June 30, 2015, the Academy was 
approved for operation under a sponsor contract with Ohio Department of Education. Effective July 1, 
2015 the Ohio Department of Education extended the sponsor contract through June 30, 2020. The 
Sponsor is responsible for evaluating the performance of the Academy and has the authority to deny 
renewal of the contract at its expiration or terminate the contract prior to its expiration. 
 
The Academy operates under the direction of a Governing Board that consists of five individuals who are 
not owners or employees, or immediate relatives or owners or employees of any for-profit firm that 
operate or manage the Academy for the Governing Board. The Board is responsible for carrying out the 
provisions of the contract that include, but are not limited to, state-mandated provisions regarding 
student population, curriculum, academic goals, performance standards, admission standards, and 
qualifications of teachers. 
 
The Academy contracts with Accel Schools for management services including management of personnel 
and human resources, the program of instruction, technology, marketing, data management, purchasing, 
strategic planning, public relations, financial reporting, recruiting, compliance issues, budgets, contracts, 
and equipment and facilities. See Note 15.   
 

NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The financial statements of the Academy have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards 
Board (GASB) is the accepted standard-setting body for establishing governmental accounting and 
financial reporting principles.  The more significant of the Academy’s accounting policies are described 
below. 
 
Basis of Presentation - The Academy’s basic financial statements consist of a statement of net position; a 
statement of revenues, expenses, and changes in net position; and a statement of cash flows. The 
Academy uses a single enterprise presentation for its financial records.  Enterprise reporting focuses on 
the determination of operating income, changes in net position, financial position, and cash flows.   
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Measurement Focus - The assets, liabilities and deferred outflows/inflows of resources is accounted for 
using a flow of economic resources measurement focus. All assets, deferred outflows/deferred inflows of 
resources, and liabilities associated with the operation of the Academy are included on the statement of 
net position. The statement of revenues, expenses, and changes in net position presents increases (e.g. 
revenues) and decreases (e.g. expenses) in net position.  The statement of cash flows reflects how the 
Academy finances meet its cash flow needs.  
 
Basis of Accounting - Basis of accounting determines when transactions are recorded in the financial 
records and reported on the financial statements.  The Academy’s financial statements are prepared using 
the accrual basis of accounting. Revenue resulting from exchange transactions, in which each party gives 
and receives essentially equal value, is recorded on the accrual basis when the exchange takes place.  
Revenue resulting from nonexchange transactions, in which Academy receives value without directly 
giving equal value in return, such as grants and entitlements, are recognized in the period in which all 
eligibility requirements have been satisfied.   Eligibility requirements include timing requirements, which 
specify the period when the resources are required to be used or the period when use is first permitted, 
matching requirements, in which the Academy must provide local resources to be used for a specified 
purpose, and expenditure requirements, in which the resources are provided to the Academy on a 
reimbursement basis.  Expenses are recognized at the time they are incurred. 
 
Budgetary Process - Unlike other public schools located in the State of Ohio, community schools are not 
required to follow budgetary provision set forth in the Ohio Revised Code Chapter 5705, other than the 
development of a five-year forecast. The Academy’s contract with its sponsor, Ohio Department of 
Education, also requires an annual financial plan.   
 
Cash and Cash Equivalents - Cash received by the Academy is reflected as “Cash and Cash Equivalents on 
the statement of net position. The Academy had no investments during the fiscal year ended June 30, 
2017. 
 
Prepaid Items - The Academy records payments made to vendors for services that will benefit periods 
beyond June 30, 2017, as prepaid items using the consumption method. A current asset for the prepaid 
amount is recorded at the time of the purchase and an expense is reported in the year in which services 
are consumed. 
 
Capital Assets - The Academy’s capital assets during fiscal year 2017 consisted of furniture, computers 
and other equipment as well as leasehold improvements to make the lower level of the facility useable.  
All capital assets are capitalized at cost and updated for additions and retirements during the fiscal 
year.  Donated capital assets are recorded at their acquisition value as of the date received. The Academy 
maintains a capitalization threshold of one thousand five hundred dollars.  The Academy does not have 
any infrastructure.  Improvements are capitalized.  The costs of normal maintenance and repairs that do 
not add to the value of the asset or materially extend an asset’s life are not capitalized.   
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
All capital assets are depreciated over the remaining useful lives of the related assets.  Depreciation is 
computed using the straight-line method over the following useful lives:   
  

 

Description Useful Lives

Furniture and Equipment 5-20 years

Computer Technology 5 years

Leasehold Improvements Remaining term of the facility lease
 

 
Net Position - Net position represents the difference between assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources.    Net position is reported as restricted when there are 
limitations imposed on their use through external restriction imposed by creditors, grantors, or laws and 
regulations of other governments.  The Academy applies restricted resources when an expense is incurred 
for purposes for which both restricted and unrestricted net position is available. Net position invested in 
capital assets consist of capital assets, net of accumulated depreciation.  
   
Operating Revenues and Expenses - Operating revenues are those revenues that are generated directly 
from the primary activity of the Academy.  Operating expenses are necessary costs incurred to provide 
the service that is the primary activity of the Academy. All revenues and expenses not meeting this 
definition are reported as non-operating. 
 
Deferred Inflows and Deferred Outflows of Resources - In addition to assets, the statements of financial 
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows 
of resources represent a consumption of net position that applies to a future period and will not be 
recognized as an outflow of resources (expense/expenditure) until then. For the Academy, deferred 
outflows of resources are reported on the statement of net position for pension. The deferred outflows 
of resources related to pension are explained in Note 10. 

 
In addition to liabilities, the statements of financial position report a separate section for deferred inflows 
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future 
period and will not be recognized until that time. These amounts are deferred and recognized as an inflow 
of resources in the period the amounts become available. Deferred inflows of resources related to pension 
are reported on the statement of net position. (See Note 10) 
 
Pensions - For purposes of measuring the net pension liability, deferred outflows of resources and 
deferred inflows of resources related to pensions and pension expense, information about the fiduciary 
net position of the pension plans and additions to/deletions from their fiduciary net position have been 
determined on the same basis as they are reported by the pension systems. For this purpose, benefit 
payments (including refunds of employee contributions) are recognized when due and payable in 
accordance with the benefit terms. The pension systems report investments at fair value. 
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Estimates - The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts reported in 
the financial statements and accompanying notes.  Actual results may differ from those estimates.  
 
Implementation of New Accounting Principles - For the fiscal year ended June 30, 2017, the Academy has 
implemented Governmental Accounting Standards Board (GASB) Statement No. 77, Tax Abatement 
Disclosures, GASB Statement No. 78, Pensions Provided through Certain Multiple-Employer Defined 
Benefit Pension Plans, GASB Statement No. 80, Blending Requirements for Certain Component Units - an 
amendment of GASB Statement No. 14 and GASB Statement No. 82, Pension Issues - an amendment of 
GASB Statements No. 67, No. 68, and No. 73. 
 
GASB Statement No. 77 requires disclosure of tax abatement information about (1) a reporting 
government’s own tax abatement agreements and (2) those that are entered into by other governments 
and that reduce the reporting government’s tax revenues. The implementation of GASB Statement No. 
77 did not have an effect on the financial statements of the Academy.  
 
GASB Statement No. 78 amends the scope of GASB Statement No. 68 to exclude certain multiple-employer 
defined benefit pension plans provided to employees of state and local governments on the basis that 
obtaining the measurements and other information required by GASB Statement No. 68 was not feasible. 
The implementation of GASB Statement No. 78 did not have an effect on the financial statements of the 
Academy. 
 
GASB Statement No. 80 amends the blending requirements for the financial statement presentation of 
component units of all state and local governments. The additional criterion requires blending of a 
component unit incorporated as a not-for-profit corporation in which the primary government is the sole 
corporate member. The implementation of GASB Statement No. 80 did not have an effect on the financial 
statements of the Academy. 
 
GASB Statement No. 82 improves consistency in the application of pension accounting. These changes 
were incorporated in the Academy’s fiscal year 2017 financial statements; however, there was no effect 
on beginning net position. 
 

NOTE 3 – DEPOSITS 
 
Custodial credit risk is the risk that, in the event of a bank failure, the Academy’s deposits may not be 
returned.  The Academy does not have a deposit policy for custodial credit risk.  At June 30, 2017, the 
book balance was $58,979, and the bank balance of Academy’s deposits was $76,574. The bank balance 
was covered by federal depository insurance.  There are no significant statutory restrictions regarding the 
deposit and investment of funds by the nonprofit corporation. 
 

NOTE 4 - RECEIVABLES 
 
At June 30, 2017, the Academy had receivables in the amount of $36,907. These receivables represent 
monies due from State Aid, Title I, Title I SIG, Title IIA, and National School Lunch Program which was not 
received as of June 30, 2017.The receivables are expected to be collected within one year. 
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NOTE 5 – CAPITAL ASSETS 
 
The capital asset activity for the fiscal year ended June 30, 2017, was as follows: 

NOTE 6 – ADVANCES PAYABLE 
 
In September 2013, the Academy entered into an agreement with Charter School Capital to borrow 
against its future foundation payments. The amount borrowed during the fiscal year was $708,700.  Total 
principal payments made during fiscal year end were $786,200. Total interest paid was $28,214. 
 
A summary of advances payable for the Academy at June 30, 2017, is as follows: 

 
  
 

 
 
 
 

 
 
 
 
 
 
 
 
 
 
 

Balance Balance

06/30/16 Additions Deletions 06/30/17

Capital Assets:

Computer Technology 193,002$      8,865$          -$               201,867$       

Furniture & Equipment 145,272        -                  -                145,272         

Leasehold Improvements 40,658         -                  -                40,658           

Total Capital Assets 378,932        8,865           -                387,797         

Less Accumulated Depreciation:

Computers & Technology (150,785)       (18,513)         -                (169,298)        

Furniture & Equipment (46,349)        (3,720)          -                (50,069)          

Leasehold Improvements (31,046)        (9,612)          -                (40,658)          

Total Accumulated Depreciation (228,180)       (31,845)         -                (260,025)        

Total Capital Assets, Net 150,752$      (22,980)$       -$               127,772$       

Balance 

6/30/2016 Additions Reductions

Balance 

6/30/2017

Charter School Capital 199,500$        708,700$        (786,200)$      122,000$        
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NOTE 7 – LONG-TERM OBLIGATIONS 
 
The changes in the Academy’s long-term obligations during fiscal year 2017 were as follows: 
 

In consideration of the new management agreement, the management company agreed to forgive or 
restructure the debt formerly owed to Mosaica Education and assumed by Accel Schools are part of its 
purchase of Mosaica’s assets. $979,250 of debt was forgiven during the year ended June 30, 2016. The 
remainder, $750,000 of certain related party accounts payable and long-term obligations is restructured 
as a note payable to Accel Schools, LLC with a term of 20 years and an interest rate of 2.5%. No payments 
shall be made on the principal during the term of the note unless the Academy is operating at a surplus. 
In fiscal 2017 the interest on the note totaled $18,750. 

   

 
Note Payable - Accel Schools 
  

    Principal Interest  

 2018            $        -    $18,750  

 2019                      -    18,750  

 2020                      -                                18,750  

 2021                      -      18,750  

 2022                      -       18,750  

  2023-2027                      -      93,750  

  2028-2032                      -   93,750  

  2033-2034                750,000   37,500  

 Total            $    750,000  $318,750  

 
NOTE 8 – RISK MANAGEMENT 
 
The Academy is exposed to various risks of loss related to torts; theft of, damage to, and destruction of 
assets; errors and omissions; injuries to employees; and natural disasters.  During fiscal year 2017, the 
Academy contracted with the Hartford Casualty Insurance Company.  
 
Settled claims have not exceeded this commercial coverage in the past three years and there have been 
no significant reductions in insurance coverage from the prior year. 
 
 

Balance 

6/30/2016 Additions Reductions

Balance 

6/30/2017

Due within 

One Year

Net Pension Liability:

STRS 1,934,020$   216,859$       -$           2,150,879$       -$              

SERS 137,403        222,147        -             359,550           -                

Total Net Pension Liability 2,071,423     439,006         -             2,510,429         -                

Accel Schools - Notes Payable 750,000        -               -             750,000           -                

Total Long-Term Obligations 2,821,423$   439,006$       -$           3,260,429$       -$              
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NOTE 8 – RISK MANAGEMENT (continued) 
 

General Liability:

Each Occurrence 1,000,000$ 

Aggregate Limit 2,000,000   

Products - Completed Operations Aggregate Limit 2,000,000   

Medical Expense Limit - Any One Person/Occurrence 15,000        

Damage to Rented Premises - Each Occurrence 500,000      

Personal and Advertising Injury 1,000,000   

Business Personal Propert 303,200      

Automobile Liability:

Combined Single Limit 1,000,000   

Excess/Umbrella

Each Occurrence 3,000,000   

Aggregate Limit 3,000,000    
 
NOTE 9 – PURCHASED SERVICES 
 
For the year ended June 30, 2017, purchased service expenses were for the following services: 
 

Purchased Services Amount

  Personnel Services $1,030,298

  Food Services 109,625

  Building Services 165,130

  Office Services 19,342

  Sponsor Services 39,944

  Professional Services 339,366

  Other 6,184

Total $1,709,889

 
NOTE 10 – DEFINED BENEFIT PENSION PLAN 

  
Net Pension Liability - The net pension liability reported on the statement of net position represents a 
liability to employees for pensions. Pensions are a component of exchange transactions—between an 
employer and its employees—of salaries and benefits for employee services.  Pensions are provided to an 
employee—on a deferred-payment basis—as part of the total compensation package offered by an 
employer for employee services each financial period.  The obligation to sacrifice resources for pensions 
is a present obligation because it was created as a result of employment exchanges that already have 
occurred. 
 
The net pension liability represents the Academy’s proportionate share of each pension plan’s collective 
actuarial present value of projected benefit payments attributable to past periods of service, net of each 
pension plan’s fiduciary net position.  The net pension liability calculation is dependent on critical long-
term variables, including estimated average life expectancies, earnings on investments, cost of living 
adjustments and others.  While these estimates use the best information available, unknowable future 
events require adjusting this estimate annually.   
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NOTE 10 – DEFINED BENEFIT PENSION PLAN (continued) 
  

Net Pension Liability (continued) 
 
Ohio Revised Code limits the Academy’s obligation for this liability to annually required payments.   The 
Academy cannot control benefit terms or the manner in which pensions are financed; however, the 
Academy does receive the benefit of employees’ services in exchange for compensation including 
pension.  
 
GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from 
employee services; and (2) State statute requires all funding to come from these employers.  All 
contributions to date have come solely from these employers (which also includes costs paid in the form 
of withholdings from employees).  State statute requires the pension plans to amortize unfunded liabilities 
within 30 years.  If the amortization period exceeds 30 years, each pension plan’s board must propose 
corrective action to the State legislature.  Any resulting legislative change to benefits or funding could 
significantly affect the net pension liability.  Resulting adjustments to the net pension liability would be 
effective when the changes are legally enforceable. 
 
The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability 
on the accrual basis of accounting.  Any liability for the contractually-required pension contribution 
outstanding at the end of the year is included in accrued expenses on the accrual basis of accounting.   
 
School Employees Retirement System (SERS)  

 
Plan Description – Academy non-teaching employees participate in SERS, a cost-sharing multiple-
employer defined benefit pension plan administered by SERS.  SERS provides retirement, disability and 
survivor benefits, annual cost-of-living adjustments, and death benefits to plan members and 
beneficiaries.  Authority to establish and amend benefits is provided by Ohio Revised Code Chapter 3309.  
SERS issues a publicly available, stand-alone financial report that includes financial statements, required 
supplementary information and detailed information about SERS’ fiduciary net position.  That report can 
be obtained by visiting the SERS website at www.ohsers.org under Employers/Audit Resources.  
 
 
Age and service requirements for retirement are as follows: 
 

 
 

Annual retirement benefits are calculated based on final average salary multiplied by a percentage that 
varies based on year of service; 2.2 percent for the first 30 years of service and 2.5 percent for years of 
service credit over 30.  Final average salary is the average of the highest three years of salary. 

Eligible to Retire before Eligible to Retire on or after

August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or

Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
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NOTE 10 – DEFINED BENEFIT PENSION PLAN (continued) 
 
School Employees Retirement System (SERS) – continued 

 
One year after an effective benefit date, a benefit recipient is entitled to a three percent cost-of-living 
adjustment (COLA).  This same COLA is added each year to the base benefit amount on the anniversary 
date of the benefit. 
 
Funding Policy – Plan members are required to contribute 10 percent of their annual covered salary and 
the Academy is required to contribute 14 percent of annual covered payroll.  The contribution 
requirements of plan members and employers are established and may be amended by the SERS’ 
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14 percent for 
employers.  The Retirement Board, acting with the advice of the actuary, allocates the employer 
contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B 
Fund, and Health Care Fund).  For the fiscal year ended June 30, 2017, the allocation to pension, death 
benefits, and Medicare B was 14 percent.  SERS did not allocate any employer contributions to the Health 
Care Fund for fiscal year 2017. 
 
The Academy’s contractually required contribution to SERS was $23,284 for fiscal year 2017. 
 
State Teachers Retirement System (STRS) 
 
Plan Description – Academy licensed teachers and other faculty members participate in STRS Ohio, a cost-
sharing multiple-employer public employee retirement system administered by STRS.  STRS provides 
retirement and disability benefits to members and death and survivor benefits to beneficiaries.  STRS 
issues a stand-alone financial report that includes financial statements, required supplementary 
information and detailed information about STRS’ fiduciary net position.  That report can be obtained by 
writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by calling (888) 227-7877, or by visiting the 
STRS Web site at www.strsoh.org. 
 
New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined 
Contribution (DC) Plan and a Combined Plan.  Benefits are established by Ohio Revised Code Chapter 3307.  
The DB plan offers an annual retirement allowance based on final average salary multiplied by a 
percentage that varies based on years of service.  Effective August 1, 2015, the calculation was 2.2 percent 
of final average salary for the five highest years of earnings multiplied by all years of service. Members 
are eligible to retire at age 60 with five years of qualifying service credit, or at age 55 with 26 years of 
service, or 31 years of service regardless of age.  Eligibility changes will be phased in until August 1, 2026, 
when retirement eligibility for unreduced benefits will be five years of service credit and age 65, or 35 
years of service credit and at least age 60. 
 
The DC Plan allows members to place all their member contributions and 9.5 percent of the 14 percent 
employer contributions into an investment account.  Investment allocation decisions are determined by 
the member.  The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined 
benefit unfunded liability.  A member is eligible to receive a retirement benefit at age 50 and termination 
of employment.  The member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.   
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NOTE 10 – DEFINED BENEFIT PENSION PLAN (continued) 
 
State Teachers Retirement System (STRS) - continued 
 
The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, 12 percent 
of the 14 percent member rate goes to the DC Plan and the remaining 2 percent is applied to the DB Plan. 
Member contributions to the DC Plan are allocated among investment choices by the member, and 
contributions to the DB Plan from the employer and the member are used to fund the defined benefit 
payment at a reduced level from the regular DB Plan. The defined benefit portion of the Combined Plan 
payment is payable to a member on or after age 60 with five years of service. The defined contribution 
portion of the account may be taken as a lump sum payment or converted to a lifetime monthly annuity 
after termination of employment at age 50 or later. 
 
New members who choose the DC plan or Combined Plan will have another opportunity to reselect a 
permanent plan during their fifth year of membership.  Members may remain in the same plan or transfer 
to another STRS plan.  The optional annuitization of a member’s defined contribution account or the 
defined contribution portion of a member’s Combined Plan account to a lifetime benefit results in STRS 
bearing the risk of investment gain or loss on the account.  STRS has therefore included all three plan 
options as one defined benefit plan for GASB 68 reporting purposes. 
 
A DB or Combined Plan member with five or more years of credited service who is determined to be 
disabled may qualify for a disability benefit.  Eligible survivors of members who die before service 
retirement may qualify for monthly benefits.  New members on or after July 1, 2013, must have at least 
ten years of qualifying service credit to apply for disability benefits.  Members in the DC Plan who become 
disabled are entitled only to their account balance.  If a member of the DC Plan dies before retirement 
benefits begin, the member’s designated beneficiary is entitled to receive the member’s account balance.  
 
Funding Policy – Employer and member contribution rates are established by the State Teachers 
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code.  For the fiscal year ended June 
30, 2017, plan members were required to contribute 14 percent of their annual covered salary. The 
Academy was required to contribute 14 percent; the entire 14 percent was the portion used to fund 
pension obligations.  The fiscal year 2017 contribution rates were equal to the statutory maximum rates. 

 

The Academy’s contractually required contribution to STRS was $93,105 for fiscal year 2017.  
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions - The net pension liability was measured as of July 1 2016, and the total 
pension liability used to calculate the net pension liability was determined by an independent actuarial 
valuation as of that date. The Academy's employer allocation percentage of the net pension liability was 
based on the employer’s share of employer contributions in the pension plan relative to the total 
employer contributions of all participating employers. Following is information related to the 
proportionate share and pension expense: 
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NOTE 10 – DEFINED BENEFIT PENSION PLAN (continued) 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions (continued) 
 
 

SERS STRS Total

Proportionate Share of the Net 

  Pension Liability $359,550 $2,150,879 $2,510,429

Proportion of the Net Pension

  Liability

    Current Measurement Date 0.00491250% 0.00642571%

     Prior Measurement Date 0.00240800% 0.00699792%

Total 0.00250450% -0.00057221% $2,510,429

Pension Expense $63,170 $23,170 $86,340

 
Deferred outflows/inflows of resources represent the effect of changes in the net pension liability due to 
the difference between projected and actual investment earnings, differences between expected and 
actual actuarial experience, changes in assumptions and changes in the Academy’s proportion of the 
collective net pension liability. The deferred outflows and deferred inflows are to be included in pension 
expense over current and future periods. The difference between projected and actual investment 
earnings is recognized in pension expense using a straight line method over a five year period beginning 
in the current year. Deferred outflows and deferred inflows resulting from changes in sources other than 
differences between projected and actual investment earnings are amortized over the average expected 
remaining service lives of all members (both active and inactive) using the straight line method. Employer 
contributions to the pension plan subsequent to the measurement date are also required to be reported 
as a deferred outflow of resources.  
 
At June 30, 2017, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources:  
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NOTE 10 – DEFINED BENEFIT PENSION PLAN (continued) 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions (continued) 

SERS STRS Total

Deferred Outflows of Resources

Differences between expected and

  actual experience $4,850 $86,906 $91,756

Net difference between projected and

  actual earnings on pension plan investments 29,659 178,581 208,240

Changes of assumptions 24,002 -           24,002

share of contributions 105,816 -           105,816

Academy contributions subsequent to the 

  measurement date 23,284 93,105 116,389

Total Deferred Outflows of Resources $187,611 $358,592 $546,203

Deferred Inflows of Resources

Changes in proportion and differences

between Academy Contributions and Proportionate

 Share of Contributions $19,665 $323,006 $342,671

 
$116,389 reported as deferred outflows of resources related to pension resulting from Academy 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the fiscal year ending June 30, 2018.  Other amounts reported as deferred outflows of resources 
and deferred inflows of resources related to pension will be recognized in pension expense as follows: 

SERS STRS Total

Fiscal Year Ending June 30:

2018 $44,310 ($55,235) ($10,925)

2019 44,291 (55,237) (10,946)

2020 47,534 13,294 60,828

2021 8,527 39,659 48,186

Total $144,662 ($57,519) $87,143

 
Actuarial Assumptions – SERS - SERS’ total pension liability was determined by their actuaries in 
accordance with GASB Statement No. 67, as part of their annual actuarial valuation for each defined 
benefit retirement plan.  Actuarial valuations of an ongoing plan involve estimates of the value of reported 
amounts (e.g., salaries, credited service) and assumptions about the probability of occurrence of events 
far into the future (e.g., mortality, disabilities, retirements, employment termination).  Actuarially 
determined amounts are subject to continual review and potential modifications, as actual results are 
compared with past expectations and new estimates are made about the future. 
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NOTE 10 – DEFINED BENEFIT PENSION PLAN (continued) 
 
Actuarial Assumptions – SERS (continued) 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employers and plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing benefit costs between the employers and plan 
members to that point.  The projection of benefits for financial reporting purposes does not explicitly 
incorporate the potential effects of legal or contractual funding limitations.   
 
Actuarial calculations reflect a long-term perspective.  For a newly hired employee, actuarial calculations 
will take into account the employee’s entire career with the employer and also take into consideration 
the benefits, if any, paid to the employee after termination of employment until the death of the 
employee and any applicable contingent annuitant.  In many cases actuarial calculations reflect several 
decades of service with the employer and the payment of benefits after termination. 
 
Key methods and assumptions used in calculating the total pension liability in the latest actuarial 
valuation, prepared as of June 30, 2016, are presented below: 

 
Wage Inflation 3.00 percent

Future Salary Increases, including inflation 3.50 percent to 18.20 percent

COLA  or Ad Hoc COLA 3.00 percent

Investment Rate of Return 7.50 percent net of investments expense, including inflation

Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)

 
Mortality rates among active members were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection and a five year age set-back for both males and females.  Mortality among 
service retired members and beneficiaries were based upon the RP-2014 Blue Collar Mortality Table with 
fully generational projection with Scale BB, 120 percent of male rates and 110 percent of female rates.  
Mortality among disabled members were based upon the RP-2000 Disabled Mortality Table, 90 percent 
for male rates and 100 percent for female rates, set back five years is used for the period after disability 
retirement.  
 
The actuarial assumptions used in the June 30, 2016 valuation were based on the results of an actuarial 
experience study for the period ending July 1, 2010 to June 30, 2015.  The assumed rate of inflation, payroll 
growth assumption and assumed real wage growth were reduced in the June 30, 2016 actuarial valuation.  
The rates of withdrawal, retirement and disability updated to reflect recent experience and mortality rates 
were also updated. 
 
The long-term return expectation for the Pension Plan Investments has been determined by using a 
building-block approach and assumes a time horizon, as defined in SERS’ Statement of Investment Policy.  
A forecasted rate of inflation serves as the baseline for the return expectation.  Various real return 
premiums over the baseline inflation rate have been established for each asset class.  The long-term 
expected nominal rate of return has been determined by calculating an arithmetic weighted average of 
the expected real return premiums for each asset class, adding the projected inflation rate, and adding 
the expected return from rebalancing uncorrelated asset classes. The target allocation and best estimates 
of arithmetic real rates of return for each major assets class are summarized in the following table: 
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NOTE 10 – DEFINED BENEFIT PENSION PLAN (continued) 
 
Actuarial Assumptions – SERS (continued) 
 

 
 
Discount Rate The total pension liability was calculated using the discount rate of 7.50 percent.  The 
projection of cash flows used to determine the discount rate assumed the contributions from employers 
and from the members would be computed based on contribution requirements as stipulated by State 
statute.  Projected inflows from investment earnings were calculated using the long-term assumed 
investment rate of return (7.50 percent).  Based on those assumptions, the plan’s fiduciary net position 
was projected to be available to make all future benefit payments of current plan members.  Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of projected 
benefits to determine the total pension liability.   
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact 
the following table presents the Academy’s proportionate share of the net pension liability calculated 
using the discount rate of 7.50 percent, as well as what each plan’s net pension liability would be if it were 
calculated using a discount rate that is one percentage point lower (6.50 percent), or one percentage 
point higher (8.50 percent) than the current rate. 

Current

1% Decrease Discount Rate 1% Increase

(6.50%) (7.50%) (8.50%)

Academy's proportionate share

  of the net pension liability $476,021 $359,550 $262,058

 
 
Actuarial Assumptions – STRS - The total pension liability in the June 30, 2016, actuarial valuation was 
determined using the following actuarial assumptions, applied to all periods included in the 
measurement:  
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NOTE 10 – DEFINED BENEFIT PENSION PLAN (continued) 
 
Actuarial Assumptions – STRS (continued) 

 
Mortality rates were based on the RP-2000 Combined Mortality Table (Projection 2022—Scale AA) for 
Males and Females.  Males’ ages are set-back two years through age 89 and no set-back for age 90 and 
above.  Females younger than age 80 are set back four years, one year set back from age 80 through 89 
and no set back from age 90 and above.   

 
Actuarial assumptions used in the June 30, 2016, valuation are based on the results of an actuarial 
experience study, effective July 1, 2012. 
 
STRS’ investment consultant develops an estimate range for the investment return assumption based on 
the target allocation adopted by the Retirement Board. The target allocation and long-term expected rate 
of return for each major asset class are summarized as follows:  

 

 
 
*10-year annualized geometric nominal returns, which include the real rate of return and inflation of 2.50 
percent and does not include investment expenses. The total fund long-term expected return reflects 
diversification among the asset classes and therefore is not a weighted average return of the individual 
asset classes.  

 
Discount Rate The discount rate used to measure the total pension liability was 7.75 percent as of June 
30, 2016. The projection of cash flows used to determine the discount rate assumes member and 
employer contributions will be made at the statutory contribution rates in accordance with rate increases 
described above. For this purpose, only employer contributions that are intended to fund benefits of 
current plan members and their beneficiaries are included.  Projected employer contributions that are 
intended to fund the service costs of future plan members and their beneficiaries, as well as projected 
contributions from future plan members, are not included.  Based on those assumptions, STRS’ fiduciary 
net position was projected to be available to make all projected future benefit payments to current plan 
members as of June 30, 2016.  Therefore, the long-term expected rate of return on pension plan 
investments of 7.75 percent was applied to all periods of projected benefit payment to determine the 
total pension liability as of June 30, 2016. 

 
 
 
 
 

Asset Class

Domestic Equity 31.00 % 8.00 %

International Equity 26.00 7.85

Alternatives 14.00 8.00

Fixed Income 18.00 3.75

Real Estate 10.00 6.75

Liquidity Reserves 1.00 3.00

Total 100.00 % 7.61 %

Allocation Real Rate of Return*

Target Long Term Expected
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NOTE 10 – DEFINED BENEFIT PENSION PLAN (continued) 
 
Actuarial Assumptions – STRS (continued) 
 
Sensitivity of the Academy's Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate The following table presents the Academy's proportionate share of the net pension liability as of 
June 30, 2016, calculated using the current period discount rate assumption of 7.75 percent, as well as 
what the Academy's proportionate share of the net pension liability would be if it were calculated using a 
discount rate that is one-percentage-point lower (6.75 percent) or one-percentage-point higher (8.75 
percent) than the current rate: 

Current

1% Decrease Discount Rate 1% Increase

(6.75%) (7.75%) (8.75%)

Academy's proportionate share

  of the net pension liability $2,858,343 $2,150,879 $1,554,091

 
 
Changes Between Measurement Date and Report Date  In March 2017, the STRS Board adopted certain 
assumption changes which will impact their annual actuarial valuation prepared as of June 30, 2017.  The 
most significant change is a reduction in the discount rate from 7.75 percent to 7.45 percent.  In April 
2017, the STRS Board voted to suspend cost of living adjustments granted on or after July 1, 
2017.  Although the exact amount of these changes is not known, the overall decrease to Academy’s net 
pension liability is expected to be significant.   

 
NOTE 11 – POSTEMPLOYMENT BENEFITS 
 
School Employees Retirement System (SERS) 
 
Health Care Plan Description - The Academy contributes to the SERS Health Care Fund, administered by 
SERS for non-certificated retirees and their beneficiaries.  For GASB 45 purposes, this plan is considered a 
cost-sharing, multiple-employer, defined benefit other postemployment benefit (OPEB) plan.  The Health 
Care Plan includes hospitalization and physicians’ fees through several types of plans including HMO’s, 
PPO’s, Medicare Advantage, and traditional indemnity plans as well as a prescription drug program. The 
financial report of the Plan is included in the SERS Comprehensive Annual Financial Report which can be 
obtained on SERS’ website at www.ohsers.org under Employers/Audit Resources. 
 
Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309 of the 
Ohio Revised Code. The Health Care Fund was established and is administered in accordance with Internal 
Revenue Code Section 105(e). SERS’ Retirement Board reserves the right to change or discontinue any 
health plan or program. Health care is financed through a combination of employer contributions and 
retiree premiums, copays and deductibles on covered health care expenses, investment returns, and any 
funds received as a result of SERS’ participation in Medicare programs. Active employee members do not 
contribute to the Health Care Plan.  Retirees and their beneficiaries are required to pay a health care 
premium that varies depending on the plan selected, the  number of qualified years of service, Medicare 
eligibility and retirement status. 
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NOTE 11 – POSTEMPLOYMENT BENEFITS (continued) 
 
School Employees Retirement System (SERS) (continued) 
 
Funding Policy - State statute permits SERS to fund the health care benefits through employer 
contributions.  Each year, after the allocation for statutorily required basic benefits, the Retirement Board 
allocates the remainder of the employer contribution of 14 percent of covered payroll to the Health Care 
Fund. For fiscal year 2017, SERS did not allocate any employer contributions to the Health Care fund.   In 
addition, employers pay a surcharge for employees earning less than an actuarially determined minimum 
compensation amount, pro-rated according to service credit earned. For fiscal year 2017, this amount was 
$23,500.  Statutes provide that no employer shall pay a health care surcharge greater than 2 percent of 
that employer’s SERS-covered payroll; nor may SERS collect in aggregate more than 1.5 percent of the 
total statewide SERS-covered payroll for the health care surcharge. For fiscal year 2017, the Academy’s 
surcharge obligation was $2,451. 
 
For fiscal years 2016 and 2017, SERS did not allocate employer contributions to the Health Care fund.  The 
Academy’s contributions for health care for the fiscal year ended June 30, 2015, was $594. The full amount  
has been contributed for fiscal year 2015. 
 
State Teachers Retirement Systems – (STRS) 
 
Plan Description - The Academy participates in the cost-sharing multiple-employer defined benefit Health 
Plan administered by the State Teachers Retirement System of Ohio (STRS) for eligible retirees who 
participated in the defined benefit or combined pension plans offered by STRS.  Ohio law authorizes STRS 
to offer this plan.  Benefits include hospitalization, physicians’ fees, prescription drugs and reimbursement 
of monthly Medicare Part B premiums.  The Plan is included in the report of STRS which can be obtained 
by visiting www.strsoh.org or by calling (888) 227-7877. 
 
Funding Policy – Ohio Revised Code Chapter 3307 authorizes STRS Ohio to offer the Plan and gives the 
Retirement Board authority over how much, if any, of the health care costs will be absorbed by STRS.  
Active employee members do not contribute to the Health Care Plan.  All benefit recipients, for the most 
recent year, pay a monthly premium.  Under Ohio law, funding for post-employment health care may be 
deducted from employer contributions.  For fiscal years 2017, 2016 and 2015, STRS did not allocate any 
employer contributions to post-employment health care; therefore, the Academy did not contribute to 
health care in the last three fiscal years. 
 

NOTE 12 - CONTINGENCIES 
 
Grants - The Academy received financial assistance from federal and state agencies in the form of grants. 
The disbursement of funds received under these programs generally requires compliance with terms and 
conditions specified in the grant agreements and are subject to audit by the grantor agencies. Any 
disallowed claims resulting from such audits could become a liability of the Academy. However, in the 
opinion of management, any such disallowed claims will not have a material adverse effect on the overall 
financial position of the Academy at June 30, 2017. 
 
Litigation - There are currently no matters in litigation with the Academy as defendant. 
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NOTE 12 – CONTINGENCIES (continued) 
 
Full-Time Equivalency - Academy foundation funding is based on the annualized full-time equivalent (FTE) 
enrollment of each student.  However, there is an important nexus between attendance and enrollment 
for Foundation funding purposes.  Community schools must provide documentation that clearly 
demonstrates students have participated in learning opportunities. The Ohio Department of Education 
(ODE) is legislatively required to adjust/reconcile funding as enrollment information is updated by schools 
throughout the State, which can extend past the fiscal year end.  
 

Under Ohio Rev. Code Section 3314.08, ODE may also perform a FTE Review subsequent to the fiscal year 
end that may result in an additional adjustment to the enrollment information as well as claw backs of 
Foundation funding due to a lack of evidence to support student participation and other matters of 
noncompliance. ODE did not perform such a review on the Academy for fiscal year 2017.   
 
As of the date of this report, additional ODE adjustments for fiscal year 2017 are not finalized.  As a result, 
the impact of future FTE adjustments on the fiscal year 2017 financial statements is not determinable, at 
this time. Management believes this may result in either an additional receivable to, or a liability of, the 
Academy. 

 
In addition, the Academy’s contracts with their Sponsor and Management Company require payment 
based on revenues received from the State.  As discussed above, additional FTE adjustments for fiscal year 
2017 are not finalized.  Until such adjustments are finalized by ODE, the impact on the fiscal year 2017 
financial statements, related to additional reconciliation necessary with these contracts, is not 
determinable.  Management believes this may result in either an additional receivable to, or liability of, 
the Academy.   

 
NOTE 13 – BUILDING LEASES 

 
A new lease was executed in April 2016. The base lease cost is $8,000/ month if the Academy’s enrollment 
is 165 or less and $10,000/ month if the enrollment exceeds 165 students.  During the fiscal year 2017, 
the Academy paid $118,400 in lease expense under the agreement with Academy’s management 
company. 
 

 
 
 
 
 
 
 
 
 

 
 
 
 
 

Year Ending June 30: Amount

2018 96,000$          

2019 96,000            

2020 96,000            

2021 96,000            

2022 96,000            

2023-2026 384,000          

Total future minimum lease payments 864,000$         
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NOTE 14 - SPONSOR 
 
The Academy was approved for operation under a contract with St. Aloysius Orphanage (the Sponsor) for 
a period of five academic years commencing July 18, 2005. Subsequent to the initial five-year period, the 
Academy received annual one-year extensions through June 2012. Beginning July 1, 2012 through June 
30, 2015, the Academy began operating under a sponsorship agreement from the Ohio Department of 
Education. During July 2015 this contract was extended to 2020. As part of this contract, the Sponsor is 
entitled to a maximum of 3% of the total state funds.  Total amount due and paid for fiscal year 2017 was 
$39,944. 

 
NOTE 15 – MANAGEMENT COMPANY AND MANAGEMENT COMPANY EXPENSES 
 
The Academy entered into an agreement with Accel Schools, a management company, to provide legal, 
financial, and other management support services for fiscal year 2017. The agreement was for a period of 
five years beginning July 1, 2016. Management fees are calculated as 12.5% of the Academy’s State 
Revenue, plus $20,000 for managing Federal Funds. The total amount due from the Academy for the fiscal 
year ending June 30, 2017 was $186,435 and is included under “Purchased Services” on the Statement of 
Revenues, Expenses and Changes in Net Position. 
 
Also per the management agreement there are expenses that will be billed to the Academy based on the 
actual costs incurred by Accel Schools. These expenses include rent, salaries of Accel employees working 
in at the Academy and other costs related to providing education and administrative services. The total 
amount billed to the Academy inclusive of management fees during fiscal year 2017 was $1,423,592. 
 
The following is a summary of management company expenses during the fiscal year: 

 

 
 
Accel Schools charges expenses benefiting more than one school (i.e. overhead) are pro-rated based on 
full time equivalent (FTE) head count as of June 30, 2017 by each school it manages.  
 
 
 

Regular Instruction

(1100 Function 

Codes)

Special Instruction

(1200 Function 

Codes)

Support Services

(2000 Function 

Codes)

Total

1100 1200 2000

Direct Expenses: 

Salaries & Wages (100 Object Codes) 100 571,321$                84,058$                  173,657$                829,037$                

Employees’ Benefits (200 Object Codes) 200 175,096$                21,411$                  43,666$                  240,174$                

Professional & Technical Services (410 Object Codes) 410 27,264$                  27,264$                  

Property Services (420 Object Codes) 420 110,400$                110,400$                

Communications (440 Object Codes) 440 2,501$                    2,501$                    

Other Supplies (510 Object Codes) 510 8,865$                    167$                       9,031$                    

Total Direct Expenses 755,283$                105,470$                357,655$                1,218,407$             

Indirect Expenses:  

Overhead 18,742$                  18,742$                  

  

Total Expenses 755,283$                105,470$                376,397$                1,237,149$             
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NOTE 16 – MANAGEMENT’S PLAN 
 
For fiscal year 2017, the Academy had a net position deficit of $(3,348,850). The Academy’s net deficit in 
fiscal year 2017 was an improvement from the $(3,422,109) net deficit in fiscal 2016. Enrollment increased 
from approximately 148 students in fiscal 2016 to 157 students in fiscal 2017.  The Academy’s ability to 

maintain a stable administrative and instructional team along with active advertising via print, radio, 
mailings and through referrals of current parents is anticipated to help produce the likelihood of future 
enrollment growth leading to surpluses and provide an opportunity for the school to recover from its prior 
deficits. 
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2017 2016 2015 2014

Academy's Proportion of the Net Pension Liability 0.00491250% 0.00240800% 0.00306100% 0.00306100%

Academy's Proportionate Share of the Net Pension Liability 359,550$      137,403$        154,915$        182,028$        

Academy's Covered-Employee Payroll 148,114$      72,489$          84,055$          73,880$          

Academy's Proportionate Share of the Net Pension Liability 242.75% 189.55% 184.30% 246.38%

as a Percentage of its Covered-Employee Payroll

Plan Fiduciary Net Position as a Percentage of the 62.98% 69.16% 71.70% 65.52%

Total Pension Liability

(1) Information prior to 2014 is not available.

The amounts presented  for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

School Employees Retirement System (SERS)

Changes of Benefit Terms: None. 

made to the actuarial assumptions:

· Discount rate from 7.75% to 7.50%

· Assumed rate of inflation from 3.25% to 3.00%

· Payroll growth assumption from 4.00% to 3.50%

· Assumed real wage growth from 0.75% to 0.50%

Changes of Assumptions: Amounts reported in 2017 reflect an adjustment of the rates of withdrawal, retirement and 

disability to more closely reflect actual experience and the expectation of retired life mortality was based on RP-2014 

Blue Collar Mortality Tables and RP-2000 Disabled Mortality Table. The following reductions were also made to the 

actuarial assumptions:

Notes:
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YOUNGSTOWN ACADEMY OF EXCELLENCE - MAHONING COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE ACADEMY’S PROPORTIONATE SHARE OF NET PENSION LIABILITY 

STATE TEACHER’S RETIREMENT SYSTEM OF OHIO 
LAST FOUR FISCAL YEARS (1) 
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2017 2016 2015 2014

Academy's Proportion of the Net Pension Liability 0.00642571% 0.00699792% 0.00815346% 0.00815346%

Academy's Proportionate Share of the Net Pension Liability 2,150,879$    1,934,020$    1,983,204$    2,362,379$    

Academy's Covered-Employee Payroll 721,243$       730,114$       903,300$       850,438$       

Academy's Proportionate Share of the Net Pension Liability 298.22% 264.89% 219.55% 277.78%

as a Percentage of its Covered-Employee Payroll

Plan Fiduciary Net Position as a Percentage of the 66.80% 72.10% 74.70% 69.30%

Total Pension Liability

(1) Information prior to 2014 is not available.

The amounts presented for each fiscal year were determined as of the measurement date.
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YOUNGSTOWN ACADEMY OF EXCELLENCE - MAHONING COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE ACADEMY’S CONTRIBUTIONS 

SCHOOL EMPLOYEE’S RETIREMENT SYSTEM OF OHIO 
LAST TEN FISCAL YEARS 
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2017 2016 2015 2014 2013

Contractually Required Contribution 23,284$         20,736$         9,554$           11,650$         10,225$         

Contributions in Relation to the Contractually 

Required Contribution (23,284)$        (20,736)$        (9,554)$          (11,650)$        (10,225)$        

Contribution Deficiency (Excess) -$              -$              -$              -$              -$              

Academy's Covered Payroll 166,314$       148,114$       72,489$         84,055$         73,880$         

Contributions as a Percentage of

Covered Payroll 14.00% 14.00% 13.18% 13.86% 13.84%

 
2012 2011 2010 2009 2008

Contractually Required Contribution 14,769$         14,313$         12,158$         9,450$           10,740$         

Contributions in Relation to the Contractually 

Required Contribution (14,769)$        (14,313)$        (12,158)$        (9,450)$          (10,740)$        

Contribution Deficiency (Excess) -$              -$              -$              -$              -$              

Academy's Covered Payroll 109,807$       113,866$       89,793$         96,037$         109,369$       

Contributions as a Percentage of

Covered-Employee Payroll 13.45% 12.57% 13.54% 9.84% 9.82%
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YOUNGSTOWN ACADEMY OF EXCELLENCE - MAHONING COUNTY, OHIO 
 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF THE ACADEMY’S CONTRIBUTIONS 
STATE TEACHER’S RETIREMENT SYSTEM OF OHIO 

LAST TEN FISCAL YEARS 
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2017 2016 2015 2014 2013

Contractually Required Contribution 93,105$         100,974$       102,216$       117,429$       110,557$       

Contributions in Relation to the Contractually 

Required Contribution (93,105)$        (100,974)$      (102,216)$      (117,429)$      (110,557)$      

Contribution Deficiency (Excess) -$              -$              -$              -$              -$              

Academy's Covered Payroll 665,036$       721,243$       730,114$       903,300$       850,438$       

Contributions as a Percentage of

Covered-Employee Payroll 14.00% 14.00% 14.00% 13.00% 13.00%

 
 

2012 2011 2010 2009 2008

Contractually Required Contribution 88,706$         81,892$         94,641$         97,593$         78,885$         

Contributions in Relation to the Contractually 

Required Contribution (88,706)$        (81,892)$        (94,641)$        (97,593)$        (78,885)$        

Contribution Deficiency (Excess) -$              -$              -$              -$              -$              

Academy's Covered Payroll 682,354$       629,938$       728,008$       750,715$       606,808$       

Contributions as a Percentage of

Covered-Employee Payroll 13.00% 13.00% 13.00% 13.00% 13.00%
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December 26, 2017 
 
To the Board of Directors 
Youngstown Academy of Excellence 
Mahoning County, Ohio 
1408 Rigby Street 
Youngstown, Ohio 44506 

 
 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the Youngstown Academy of Excellence, 
Mahoning County, Ohio (the “Academy”) as of and for the year ended June 30, 2017, and the related notes to the 
financial statements, which collectively comprise the Academy’s basic financial statements, and have issued our 
report thereon dated December 26, 2017, in which we noted the Academy has suffered recurring losses from 
operations and has a net position deficit of $3,348,850, including the net effect of net pension liability and related 
accruals totaling $2,306,897, that raises substantial doubt about its ability to continue as a going concern.  
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the Academy's internal control 
over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of the Academy’s internal control. Accordingly, we do not express an 
opinion on the effectiveness of the Academy’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance.  
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Youngstown Academy of Excellence  
Independent Auditor’s Report on Internal Control over Financial Reporting  
   and on Compliance and Other Matters Based on an Audit of  
   Financial Statements Performed in Accordance with  

Government Auditing Standards 

Page 2 of 2 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified. 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Academy's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of 
our tests disclosed no instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 

 
 
 
 

Cambridge, Ohio 
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88	East	Broad	Street,	Fourth	Floor,	Columbus,	Ohio	43215‐3506	
Phone:		614‐466‐4514	or	800‐282‐0370										Fax:		614‐466‐4490	

www.ohioauditor.gov	

 
 

  
YOUNGSTOWN ACADEMY OF EXCELLENCE 

       
MAHONING COUNTY 

 
 

CLERK’S CERTIFICATION 
This is a true and correct copy of the report which is required to be filed in the Office of the 
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio. 

 
 
 
 
 
 

 
 

CLERK OF THE BUREAU 
 
CERTIFIED 
MARCH 1, 2018 
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MR. LYNN A. BLACK 

 

 

 
  

 QUALIFICATIONS  
  
My experience in the public and charter school environment has allowed me to introduce educational 
reform models to public and private schools throughout the state and nation.  In my present position, I 
work with public and charter school leaders and Boards to create solutions to improve their school, 
system and/or organization. Prior to this I worked with the charter schools authorized by Ball State 
University and assisted them with their financial responsibilities.  I have opened and lead three 
hybrid/blended learning charter schools followed by a statewide virtual school.  I have served in three 
district central office leadership positions: Director of Strategic Planning and Development; Director of 
Curriculum and Professional Development; and as Director of School Improvement.  I have been a 
principal of four elementary schools and taught elementary and middle school students.  In addition, I 
led communities throughout Indiana as a consultant for CLASS, Community Leaders Allied for 
Superior Schools, an organization focused on school and community reform funded by Lilly 
Endowment.   
   

SKILLS  
  

• Leadership Development – Student, Teacher, Principal and Central Office  
• Board Development – Organizational, Team Building, Strategic Planning, Policy Governance  
• Virtual and Hybrid Development – Organizational, Governance, Assessment and Systemization 
• Curriculum Development – K – 12 Development and Articulation, Standards Integration, Thematic & 

Project based, Competency Based Learning and Individualization  
• Stakeholder Development – Collaboration and Team Building, Problem Analysis and Resolution  

  
EDUCATION  
  

 Masters in Administration & Supervision   
Butler University, Indianapolis  
  

 Bachelors in Elementary Education  
Indiana University—Bloomington  
  

CURRENT POSITION   
  
Vice President Business Development 
Accel Schools 
4700 Rockside Road, #345 
Independence, OH 44131 
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PAST EXPERIENCE 
 
President - Lynn Black Education Solutions, LLC 
510 East 96th Street, Suite 180 
Indianapolis, IN  46240 

 
 
June 2016 to Present 

• School Transformation 
• Leadership Development 
• Climate & Culture Audits 
• Administrative & Board Development 
• Assessment & the Evaluation of Virtual Schools 

 
Fiscal Analyst – Office of Charter Schools  
Ball State University, Muncie, Indiana  
  
September 2013 to June 2016  

• Responsible for the financial review of charter schools authorized by Ball State University using the 
National Association of Charter School Authorizer Framework  

• Monitored Enrollment Projections and Daily Membership   
• Developed and lead Annual School Leadership Summit for School leaders and Boards  
• Supported charter school leadership and school board governance  

  
Senior Head of Schools for Hoosier Academies 
K12, Inc, Herndon, Virginia 
Ron Packard, CEO (Presently, CEO Pansophic Learning) 
 
February 2008 to June 2012 
  

• Led and directed the development and opening of three blended/hybrid model charter schools, one K-8, 
one K – 5, a Middle/High School and a statewide virtual school K – 10.  In a four year term the school 
enrollments grew from an organization serving 275 students to over 3500. These students were 
representative of all 92 counties in Indiana and 266 out of the 295 school districts in the state 

• Identified, developed and led two School Boards in Muncie and Indianapolis, IN.  Hoosier Academies 
was the largest charter school in Indiana at that time    

• Identified the locations and led the renovations for all three blended learning facilities and worked 
closely with architects, construction managers and local/state government officials  

• Hired all administrators, teachers and support staff for all Hoosier schools  
  
President of Lynn Black & Associates  
  
1998 to 2008  
 

• Provided services related to K – 12 curriculum development and alignment, leadership and school 
board training, team building for public, private and charter schools and/or school districts 
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Member of the Ball State University Charter School Review Board  
  
 

 

 

 

July 2001 to March 2008  

• Served with a group of consultants with specific areas of expertise to review Charter school applications   
• Reviewed the curriculum, instruction and professional development areas for each charter proposal  
• Attended public meetings of the organizing School Boards and worked with local community leaders 
• Worked with struggling Boards regarding their organization, governance and/or school leadership  

  
PAST EXPERIENCES  
  
Director /Assistant Superintendent of Strategic Planning & Development 
Monroe County Community School Corporation, Bloomington, Indiana.   
Dr. John Maloy, Superintendent (Currently Supt of Aspen Colorado Schools) (2004 – 2006) 
Mr. James Harvey, Superintendent (2006-2007)  
  

• Primary responsibilities included Leadership Team (All building and central office administrators) and 
School Board development  

• Supervision and professional development of all elementary, middle school and high school principals  
• Developed and implemented a district strategic plan  
• Coordinated English as a Second Language program    
• Directed the elementary curriculum and worked directly with the Directors of Literacy, School 

Improvement, and Testing and Assessment   
  
Director of Curriculum and Professional Development 
Anderson Community School Corporation, Anderson, Indiana.  
Dr. Timothy Long, Superintendent (Currently Assistant Supt. Mt. Vernon Schools, Fortville, IN)   
 

• Responsible for all K – 12 Curriculum and Instruction, Professional Development for teachers, 
principals and administrators    

• School leadership and Board Development and Organized Annual Administrative Advance  
• Directed and coordinated two teachers in the implementation of the American Federation of Teachers 

professional development program; Effective Research and Development (ER&D)   

• Attended an Oxford Roundtable, Oxford, England with other superintendents and school board members 
from America sponsored by Murray State School of Education, Kentucky  

  
Consultant to CLASS (Community Leaders Allied for Superior Schools) 
A Lilly Endowed Organization  
Indianapolis, Indiana.    
Mr. David Shane, Voluntary President, (Former Governor Daniels Chief Education Advisor and CEO Lacy 
Diversified, Inc and Past Member of the State Board of Education)  
  

• Collaborated with a former legislator to bring community leaders together to focus on community and 
reform opportunities    
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• Lead and facilitated discussions of various stakeholder group leaders motivating them to work together  
  
 
 
 
 
 
Director of School Improvement 
Metropolitan School District of Pike Township, Indianapolis, Indiana.   
Dr. Eric Witherspoon, Superintendent (Currently Superintendent of Evanston  
Township High School, District 202, Evanston, Illinois)  
  

• Responsibilities included all K – 12 Curriculum, Instruction and Professional Development  
• Directed the Title I Reading Program, English as a Second Language Program and the Gifted and 

Talented Programs  
• Administrator and School Board Training and Development  

  
Adjunct Professor 
Marian College (Now Marian University), Indianapolis, Indiana   
Dr. Sue Beasley, Department Chair  
  
Fall Semester 1997/Spring Semester 1998  

• Taught Survey of American Education and Senior Seminar Courses.  
  
Principal of Deer Run Elementary 
Metropolitan School District of Pike Township, Indianapolis, Indiana.    
Dr. Eric Witherspoon, Superintendent   
  

• Responsible for the supervision and education of 700+ pre-K through 5th grade students, developing and 
evaluating 50+ employees, and communicating to parents within a multi-cultural and multi-racial 
community  

  
Principal of White Oak Elementary 
Avon Community Schools, Avon, Indiana     
Dr. Richard Helton, Superintendent (Retired - President of Vincennes University)  
  

• Created a new K-5 elementary in a previous K-2 building following the addition of a newly built 
elementary that caused the redistricting of the community and the reassignment and hiring of new 
faculty and staff members for a student enrollment of 600+  

• Established two sister elementary schools in Singapore, Singapore through U.S. Ambassador Orr  
  
Assistant Principal 
Avon Lower Elementary School and the Avon Upper Elementary School, Avon, Indiana     
Thomas Terry, Superintendent (Deceased)  
Mrs. Janet Wright, Principal of the Lower Elementary (Retired) 
 Mr. Lloyd Wenger, Principal of the Upper Elementary (Deceased)   
 

• Supported both principals with discipline, teacher evaluation, budget management, and the professional 
development and training of faculty and staff that supported approximately 1200+/- students  
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TEACHING EXPERIENCE  
  
Fifth Grade Teacher at Mohawk Trails Elementary School 
Carmel – Clay Schools Carmel, Indiana     
Dr. Robert Hartman, Superintendent (Retired),  Mr. Don Setterlof, Principal (Retired)  
  
• Summer School Principal, 5th Grade open-concept classroom teacher with a team of four other fifth 

grade colleagues  
  
Sixth Grade Science & Math Teacher 
Carmel Junior High School, Carmel – Clay Schools, Carmel, Indiana     
Dr. Robert Hartman, Superintendent, Mr. Charles Scott, Principal  
  
• Sixth Grade Departmental Science & Math Teacher, 7th Grade Boys Basketball Coach  
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Traci Esposito
 

EDUCATION

UNIVERSITY OF MARY

2013 | Master of Education in Curriculum, Instruction and Assessment

ARIZONA STATE UNIVERSITY

2003 | Bachelor of Arts in Education

EXPERIENCE

Consultant, Writer and Editor Self-Employed Mesa, AZ 2013-2021

P/T Academic Associate Arizona State University Tempe, AZ 2016-2017

Education Program Manager Arizona State Board for Charter Schools Phoenix, AZ 2015-2017

3rd Grade Teacher Legacy Traditional Charter Schools Chandler, AZ 2014-2015

2nd Grade Teacher St. Theresa Elementary School Phoenix, AZ 2012-2014

4th and 2nd Grade Teacher St. John Bosco Elementary School Phoenix, AZ 2004-2012

JOB TASKS AND SKILLS

● WRITER: Composing content for clients including social posts, blogs, flipbooks, press releases,
curriculum, educational research, grants, and charter school applications.

● EDITOR: Proofreading, editing, and/or providing developmental revisions for newsletters, blogs,
manuscripts, novels, curriculum development and charter school applications.

● MANAGER: Leading on-site visits to charter schools for evaluation and monitoring purposes.
Evaluation of academic programs through paper reviews and site visits. Statistical analysis of
charter performance across the state. Presentation of conclusions regarding academic
performance of individual schools. Reviewer of new charter applications.

● COMMUNITY OUTREACH: Created school-wide service events and fundraisers. Composed press
releases and wrote grants. Pro bono consultant services offered to parents in need of academic
consultation, as well as no cost research and grant writing for nonprofits and startups.
Coordinator of annual Mom Boss neighborhood event.

● CURRICULUM: Committee chair for alignment process to the Common Core State Standards.
Created training programs for new standards. Designed curriculum maps for grade levels in
several subject areas. Co-created virtual, hybrid and at-home SEL curriculum during COVID-19.

● INSTRUCTION: Positive management, high expectations and fair discipline. Created and
executed teacher training programs centered on use of technology, data and differentiation.

● ASSESSMENT: Created and maintained school-wide data entry process for standardized test
results. Led comparison of statistical data within the school.

● LEADERSHIP: Mentor teacher to incoming first year teachers and coach to teachers struggling
with management and instruction. Served on several accreditation teams with site visits.

● CONSULTANT: Academic consulting, educational research, grant writing, social media
engagement, logo and website design, writing and editing. Current and former clients: ACCEL
Schools, ApproveMe.com, author Rebecca Eanes, Crunchy Oily Peeps, Essential Oils for Health
and Wellness, Generation Mindful, Healing and Balance LLC, Kind Bean, LuLaRoe Tammy Mandel,
Mulberry Neighborhood Lifestyle Department, Primp and Blow, as well as undisclosed authors in
a variety of genres. REFERENCES AVAILABLE UPON REQUEST
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